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.Allerican Red Cross 
Sohwars and Guton IUIJIIOrauda concel'Ding cooperation of 

Red Cross with Ce&st Guard, PUblic Health, et cetera, 
at tiaea ot ... rcenoy- 5/20/37 ••••••••.•• ••• •• • •••• ••• 

Bankers 1 Trust C011pan.y 
See Finsncing, Covernment 

Bankruptcy 

- B-

Sabath bill• "An Act to establish a uniform system of 
bankruptcy throughout the United Statea• introduced 
5/ll/37 

a) !IIIJr diecllaaee with Landis - 5/20/)7 •••••• ••••• •• 
Budget 

Book 

LXIX 

Savings by depertaents discussed at 9t30 •sating - 5/19/37 • • 
Bllainess Condi tiona 

Lllbin (Bureau of Labor Statistics) diecuues with !IIIJr and 
Taylor poee1b111t1es ot more than seasonal recession as 
a result of decline 1n certsin c~odity prices - 5/20/)7 •• 

a) Advance on wool prices and effect on textile 
industry diaouesed 

1) HIIJr eska 1t withholding Government purchases 
of textiles would helpJ Lubin enthusiastically 
a,greeaJ Captain Collina asked to prepare review 
ot conteaplsted purchases by all units of 
Gonrnaent f'roa now untU JenuD.ry 1, 1938 

a) Actual conversation witb Collins • •••• •• ••• •• 

- c -

Coa~~~erce, Department of 

Page 

1.45 

1)7,1.42 

71. 

153 

175 

ForeigJl-Do.estio Co-ree, Bureau of: Taylor .,.,.orandUIII on 
possibility of trausferring to Treasury unit heeded b;r 
Dr. Alios Taylor, which works on balance of pay...,nts , 
1nternat1cmal innetloent position of United S~.tee, 
etcetera- S/20/)7. ... ...... . ..... .. .... ........ .. ....... lS3 

CuaaiJI&s, Hour S. (AttorDey General) 
!IIIJr describes to 9•30 p-oup cocrerence betweea FDR, CuiDinga, 

and biaael.t oonc8l'Ding tax case or ll. 11. Saith, et al . -
5/18/37. .............. .. .. ... .. . ......... ...... ............ 3 

Customs Court, 0111ted States 
Oliphant ruml4 of atepe takeD with regard to large acc\IIIUJ.a tion 

ot cases ae reported to FOR on 1/8/351 together with actual 

;-~;?~-~~~-~:.~~~~~ -~~~~~-~~-~~~-~~~~~~:~~~.:....... 290, 294 
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Book Pace 

Debts, Foreign 
U.s.s. R.: !lliJr goes o-rer doc11111ents tranMJ.tted by 

State Depa.rt<aent; thinl<e Bullitt hu antagonized the 
Ruaeians and therefore he {RMJr) should not raise debt 
questloo at this tiJie; tallce about gold will be 
continued- 5/19/)7 •• •••••.••••• • ;• • • •• • • • • ••••••••••• LXIX ll) 

- E-

Equiteble Li fe Assurance Society of United Stetee 
Sea Financillg, Go-rernaent 

- F-

Financing, GoverDilent 
lllUr aaka Ecker to send someone froa his insurance coapaey 

wbo knows the Gover1111ent bond urkat, down for conference-
S/18/37 .•• •• .. .. ....... • • •• •. , ...•• , •. . ...• . ... , ... .. .. , . 

~r asks Harrison, Young, and Schaller to bring inforeaticn 
en aoa.rket when they COlD& for Open llarket Co11111ittee meeting-
5/18/37 . ........• . ..•...... . .... •...•.... 0 • • • • •••••••••• • • 

Open Market Committee meeting - 5/19/3? •• • • •• • • ••.•••• • • • ••• 
Bel l rcsuad or Treasury offerings f er Bubscription of two 

kinds of Treasury obligations with a limit on the two 
cooilbined rather t han a l1al.t on each issue, t hus giving 
subscribers a choice (twice done: l/25/32 and 3/13/JJ) -
5/19/37 .• . . •...••. . •• . . •••..•.•... . .•.•.•.. ........... . ... 

Haas aeaor&J>dum: •Sbort-terll character of t..ediate 
financial requirements• - 5/19/J? •• • • • •••••••• • ••••••••• • • 

Haas I:IMOrandwu •Relatin advantaaea of a f be-year aDd a 
abor~ ~ note•- 5/19/)7 •.• . .• ••••• ••• . •••• ••• ..•.• ••. 

Hew York visit by HaAs and Seltzer: reeUD6 of - 5/20/J? •••• 
a) Vh it llurray Shields (Irving Truot C011pany) ; 

J . R. Riddle (Bankers' Trust Coapany); f', H. Shailer 
(Equiteble Life Assurance Society of United States) ; 
and AJ.exandar Sachs (Lehman Corporation) 

Governor Schaller reports on reaotion to a three-year note 

~~2~,;~.~ .~~~~~~:.~:~::~~~ : .~~~:::.~~.~~~~:~~.~ 
Parker Gilbert and Leffingwell confer at RMJr's boae - 5/20/J? •• 

a ) Leffingwell: •Recognize that they have you in a c;ornen 
iJ.•• tb• a short-tara obligation; don ' t argue but don't 
let tbea get you t here again" 

Seltzer .. morandUII (draft) 1 •Consideratiooo affecting tbe 
desirable volume of bill isauea•- 5/22/J? ••••••••• • •••••• 

Loc bhead lleiDOrBildlllll •In 1940 end 1941, only open quarter q 
data 1e in Septe.ber•; res\811 of outstanding issues in 
these 7ee.ra • • • •••••• .• ••.. • • • • • • • • • • • • · • • • · • • · • • · · · • · • • • • • 

Seltaar -oraoduaz •Posaibla bond offerings f or Jlllle 
t1Danc1ng• - 5/24/37·· ••• •• ••••• • •• •• •••••• •• ••• •• ••••• • •• 

Frankfurter, Felix 
See Supreae Court 

21 ,24,27 
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225 

275 
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Gold 
See also Jape.n 

• • U.S. S. R. 
Parker Gilbert and Left'int;a'ell confer at ICIJr ' s home -

5/20/37 • ••.. . ..• . • ••• . •• .•• •• ..... . . .• •. ... . .• •........ 
a) Gilbert• • ster1l1zst1on of funds should be 

maintained but actual sterilizing should atop; 
only wny to prevent gold from cOI:Iing to On1 t ed 
States is to raise prices by letting gold go 
into federnl Reserve System• 

l!IIJr aaks Eccles for copy or me.orend\llll on "the possible 
ree.ctioa to a d0'11111'ard ravidon or tho buying price of 
gold•- 5/24/J? ••••• •. •..• ••• • •••• •. •• •.• . •. • ........ . 

a) ICIJr he&rd about thia !'roe one of the dire<:tora 
of a bank in the llliddle t'eat; wishes Federal 
Reserve would check with Treeaury on all intended 
ae.aorandB rel.a ting to gold 

- H -

Houaing 
Confe rence in HMJr ' s office; present• McReynol ds , Bell, 

Daiger, Opper, Patterson, Ihlder, and Lindow -
S/19/'J? • ••• ••••••• ••• •••• • •• •• • •••• •• ••• ••••••••• . •••• 

lloReynolda reports on proposed study by Daiger , I hlder, 
Opper, and Lindow under hia direc tion - 5/21./37 ....... 

Internal. Revenue , Bureau of 
Decentralization• 

- I -

llagill. 11e.<>randua1 plane to go into effect on July l et 
in Dallas, !lew York, and San Fl'IUiciaeo - 5/20/37 .. .. 

Inveetigeti ona , Treasury Personnel 
lloore , Car 1 E. 1 

Irey -orand\111 explaining t wo pointe inrolved in this 
eaee& 5/19/37 ·· ·~·· · ·· · · • •• ••• •••••• • •• • • ••• •• • •• • 

1) Whether be r e turned t o Faaoua Br ands Ohio, 
Incorporated, profits received aa a result 
of participation in a l i quor aalee agency 

2) Diepoai t ioo 1111de or stock in order to dives t 
himself and llleJIIbera of hie iamed1ate f e.mil;r 
of all interest therein 

Ining Trwlt C~pe.ny 
See Finlulcing, Gove.....-t 

Book 

LXIX 
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Japu 
Sproul reports that Arald, In York Agent of Bank of 

Japu, baa stated that tbe Co•ern~~ent baa decided to 
eead a third lot of gold to tlllited States totalling 
approxillatel)' 53 aUUon )leD - 5/18/37 •••••••••••• ,.. LXIX 39 

LaDdie, Ja.mes 11. 
See Supreae Court 

Lebun Corporation 
See Financing, GovernJDeDt 

lloore, Carl E. 

- L-

- II -

See In•eatigations, Treasury Personnel 

- H-

Narcotics 
Th0111paon reports fr0111 Ceneva on meetings of the 

Sei&ure Committee- 5/23/)7 ••• ••• •••••.•••••.••• •• • 

- 0-

Open llarket Cccal.ttee 
See F1nancing, Conrn~~ent 

- p-

Presidential Candidates, 1940 
On S/S PotoMo, FDR and IIIIJ'r dieouss 'liellace, Ea.r l e, 

Lehun, Farle)', Hull, end Boplcine - S/24/')7 .. ....... . 
~eiac, Govuo .. t 

Olipbant diaoueaea aatter of identicnl bidding at 9 •30 
•eetiD&- 5/18/)? ••••••• •• • ••• ••••••.••• •• ••• .• •••• •• • 

- R -
Reorpnisation, Trea&1lr7 

IIIIJ'r in COIIfereace with llcfte7nolda, Francia B;yan, end tiUeon 
atatea (1) after JUDe 11 19371 all 'l'reaauey guards are to 
go UDder Seoret Serrloe1 (2) Office ot Chiet Clerk and 
Superinte.5eDt to be di't'ided aDd PraDcb B;yan to be ude 
Super·iDtemnt - 5/1.9/3? • • • • • • • • • • • • • • • • • • • • •• • • • • • • • • • • • • 

2.)1 
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- R - (Continued) 
Book Pace 

Rob1D8011, Joaepb (Senator, ArkaDaaa) 
See SupreM Court 

Rueda 
See U.S. S.R. 

- s ­
Sabath, Adolph J. (Congressman, Illinoie) 

See Bankruptcy 
Secret Service 

See Reorgan.iution, Treasury 
Self-Help 

IDIJr wishes to discuss 110na:y for Y/aebington Self-Help 
Cooperatin 'Oith Hopldna - ~/18/'J7............. .. ... LXIX 

IDIJr discusses statue of tunde with llise Lolligan -
S/19/37 •• ••• •• •••• •••••••• • •• • •••• ••••••••• ••• •• •••• 

St.abUhaticn 
See also Van Zeeland, Paul 
riaauawl by Cochran or situation 1D France - 5/20/37 • ••• 
Reewo4 by Butterworth of si t1111 tion 1D Dl&land - 5/20/37 • • 

Superintendent' s Office, Treasury 
See Reorganization, Treasury 

Suprema Court 
IDIJr and FDR discuss possibility of Bro.ndeb resignation 

and successor on S/S Potoc&o- 5/24/)7 • •••• •••••••• •• •• 
a) Both agree on difficulties of confirmation for 

Frankfurter 
b) FDR does not consider Joe Robinson suff iciently 

liberal 

- T-

Tax Enaion 
IDIJr, llaglll, Oliphant, and Outon diaeue• devices by 

abicb •naaea can be named" legally- 5/18/)7 •• ••••••••• 
Gaston speech prepared tor FDR ••.•...••••.• •• . ••••• ••. •• • 
IDIJr , llagill, Oliphant, and Oaeton confer with FDR - 5/21/)7 .. 

a) FDR given;. 
1) Letter f roa HIIJr to FDR on 11etbods, using names ..... 

a) Kater161 to be uaed for speech; FDR asks for 
25 or mora additional Dalles 

1) llaglll talla fiiiJr he 1a disturbed about 
ueina DAlles onr radio 

2) HIIJr euggeste thot FDR address letter 
with namae to Chairman or Joint Ca.mittee 
on Taxation and aelc the~~ to make extensin 
study in cooperation with Bureau of Internal 
Revenue 

2) Siailar l etter without oaae••••••• • ••••• •••• ••• • •• • •• 
3) Letter tree I!M1r to FDR on aubJect of te.x6tioo of 

Doo-reeidant ali•D•·····••••••••• •• •···· · ············ 

19 

68 

167 
172,18~ 

308 

ll 
46 

194 

208 

197 
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Book Page 

Tax Evaeion (Continued} 
HWJr reports FOR's reaction over week-end on •publici&ing• 

aethoda used by indirlduala to escape incoce tax -
5/U/37. · • • • • • . ..... · • • • · •. · • · · • • • • • • .. . •..•. .• ... . .... t.XIX 255 

a} Baa diacuaaad 1111tter with .U.Oat &11 c&llera; 
baa tell<ad to Senators LaFollette and Black 

b) 'liould Uke to get TbOOIII.S Dewey in New York; 
ir iapoeaible, then Pecora 

c) llrs. RocaeYelt againl!t using neo:ea 
d) PDR appa.renUy baa told Parley and Cuu.inga 

the whole thing 
e) HIIJr tells group that even the Uruguayan ll.iniater 

knows about the "incorporated yacht" 
Oliphant prelieinary memorandum on public diacusoion and 

disclosure or t&.x returns snd tax cnea - 5/21./Yl·...... 260 
HWJr reports to Magill, Oliphant , and Geaton on PDR's plan 

•orked out attar conference with Senatore Robinson and 
Black - 5/24/37.. ..... ... ................. .. .......... .. 280 

a) \\ill talk rl th Barrisoo and Dougbton before he 
sends letters up; will then aak thea to investigate 
by appointment of sullcomcittee 

b) IIW"r uka that Secretary or Treasury inatead of 
Commiaaione.r of Internal Revenue be entrusted wi tb 
preparation or necessary legislntion; HMJr r.ill 
then delegate authority to Magill 

c) HIIJr leaved Oliphant ' s legal opinion •ith PDR 
Textile Industry 

See Busineaa Conditione 

- u-

U.S. S.R. 
For res~ of conferences on gold, 4/ll/37--7/17/37, 

see Book LXIV, pege 79 
l!MJr goes over doownents transmitted by State Department ; 

thinks Bulli tt has antagonized the Ruaaiena and therefore 
be (RYJr} should not raise debt question at this time; 
talks abou t gold will be continued- 5/19/37. . .. ...... .. . 113 

e) KIIJr returns doc~nta to Kell7 (State Department) 
with~·- 5/20/37•••••••••• • •• •• •••••• •• •••• • ••• 155 

- v-

Van Zeeland, Paul 
Iiotta {Federal Councillor - Bern, Switzerland) ~~e~~orandua 

on progress ot representatives chosen by Van Zeeland for 
preliainary field work rl th respect to the posaibill t)' of 
econoaic rapprocb..ent- 5/24/)7..... . ..... . ....... . ..... 268 

• 
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GROUP MJ.TIIIG May 18, 1937 
9 : 3() A. M. 

Present: 

a ... . Jr : 

.iCri : 

R • • • Jr: 

lo!cR : 

II . • Jr : 

IlleR : 

II . . Jr : 

..!crt : 

H. J . Jr: 

:.toR: 

H. L Jr: 

olcR : 

1-rs Klotz 
).{r . llcReynolds 
Mr . Lochhead 
llr . Haas 
Miss Roche 
Mr . Gibbons 
Yr . Taylor 
ilr . Gaston 
l.lr . Ol1pha11t 
:.lr . :Jag ill 

.ilac? 

Danny didn ' t n&ve time to r eaa t hat report last night • 
.. e got it r eatiy . 

;.11 r l..gnt . 

Look, this chauffeur tnnt you gave me l as t night seems 
awfully nice, b ut nere com~s & l etter from Bronson 
Cutting ' s mother r ecommending the chauffeur who d r o ve 
for Bronson !' o r s~:~ven yea rs . She g ives him a marvelous 
r ecollllnenaa tion . 

I ' ll get nold of nim rnd see . 

I mesn s even years he arove for tne Senator, &.nd it ' s 
~ m&rvelous r ecommenaation. flnat? 

.• e •ll get ni!Jl . You want . . . Is ne here? 

LVidently ne •s nere . 

I just wonderea whetner you dian1 t want to try hi~ 
as soon as ttlis other boy .•• •• 

I would. 

I ' ll see if I can get hold of him, arrange for you 
to • •.• 

rte were going out t o lladei r&. School tais afternoon 
and if ne cou ld go with us - if he ' s a vailable , he 
could drive u s part woy . 

Wnat ti:lle you going? 
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H . ... . Jr : 

MeR : 

H. il. Jr: 

Lochhead: 

I:I .J. Jr: 

Haas : 

1:1 . :.1 . Jr: 

Roche : 

H . ~I . Jr: 

Roche: 

011 pll~: n t. : 

H •• Jr: 

Magill : 

Oliphant : 

Magill : 

Oliphant : 

-2-

Be ougllt to be at t he house et 3: 15 if you ca n get 
nim . 

I 1 11 .try . 

Because - you r end it . 
trying for is t o drive 
wlla t be wents . 

He ' s t rying - wha t he ' s 
a Secret Service car; t hat' s 

~arKet • s opening very quietly . Bonds went up a 
little bit, but it •s r.ot so . . .. . 

O.K. 

I have notning except the repor t on that ••.. 

Well, I 1 1lgive you time on that . 

Nothing very speci al , sir . Haven' t got any money 
out of anybody yet . 

Nei t her nave I . 

No t hing new at all , i s it? Saved a l ot of money by 
tne Court, though, didn ' t you? 

I don' t know . We cen' t - I don' t kno" whether 
we have or haven 't, do you (OliphL~t)? 

2 

.ell, there is no action on tne ~ocial Security . 
But they sustc ineCI our statute st.feguarCiing refunas, 
and Stone ar.d Cardozo ~ent out of tne wEy t o mcke 
it cles.r thr.t they dian 1 t think tne original Butler 
c~ose , ori;; i ru.l I AI. cose, w;,s necessarily fina l. 

nnat I cLn1 t get is - it ' s like the 
instructeo no t to r ecoru) 
Know, do we get money or don' t we? 

No, you don ' t ge t 8 1'\y money . 

Slows up the process of r efunds . 

Slo>'ls up t he process of refunds . 

That ' s ell. 

s tory .•. (reporter 
~o I 1vant to 
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ri . t.: . Jr : 

:Aagill : 

cR : 

!.:t.iill : 

Giobons : 

lcH : 

Gibbons : 

Oli.phunt : 

r. . ~ . Jr : 

lllipht n t : 

.acR : 

Gibbons : 

H. li. Jr: 

Oliplllmt : 

H • • t.Jr : 

YLgill : 

H. ':! . Jr : 

3 

-3-

Tna t ' s all, ao we get the monty or don 't we get it? 

It upbolos provis i ons i n the Revenue Act for a Board 
of Review a na furtn~r review by t he Boaro of Appeals . 
but ~1e aon 1 t ge t any money; i t just s l ows up the 
taKi ng out of mo ney f or r e funds . 

Tnese fello.-s have bal!n .v&i ting to find out whether 
toey c ouldn ' t get i t without tnis process . It just 
clnil ies the fac~ th~ t t ney •ve got to go t n rough 
t hat ? r oceau.re t o get it . 

'!na t' s r ight . 

I t ' s a l l a blg boon t o me; we •lt be abl e to give some 
of these fellows so~~ jobs . Now, if t ne ~ourt had 
decided "sal nst i t, we woul an ' t - these l awyers . 

Tne t aoesn•t mel'n t n~<t y,e ' ve go t t o s o tnrough witn 
tnat , necessarily . 

I mean if t hey rile t n1.1i1· suits . 

.le ' ll nave another Suprame ~ourt . 

~ou try to g "t ~ome money . 

Yo u try and get so:ne r efunds . '> ney haven 1 t had any 
refuruis ;tet . 

Tni!y got t oe enr lcn.:~ent t&x.,s . 

.• e 1 li m. ve t o defena i t i f t hey make & cla im . 

• .. ell, nere •s my list of l a.'l)'er s . 

;:nat? (Laughs) 

Put t her e (referring to chirping bird outsiae window) 
by the Attorney Genera l to Keep me in good humor. 

Keep him in a cage? 

I can't go into tne d etails , but the Tr easury won 8 
moral victory yesterday, t he e4uel or which we hove 
not won since we•ve been here. I mean t oot they're 
going to go ahead no• and try to pu t sane of these 
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Gibbons : 

Oliphant : 

Gibbon3 : 

U. • Jr : 

B. • · Jr: 

icR: 

H. &.Jr : 

Gibbons : 

H. l.! . Jr : 

Gibbons : 

H . J . Jr: 

-4-

r eally i mportant people behind the bars that break 
the laws, instead of trying to l e t them s ettle. 
And t he r epercussions on us a re goi ng t o be - you 
just watch toe t ar fly . I mean we ' r e going to ge t 
i t - I am - r ight here (indica ting neck). 

I don ' t follow you. 

(Hear t y laughter) 

You dll . 

I ;;oecn sometiling t nat wt.sn ' t announced in the paper . 

Tnere ~on•t be vny announceQent, but tnere will be 
plenty of gossip. But it was e snowaown between the 
J<ttorney General end !'~)'Self t.s to whether we should 
settle sol!le of t hese important cases or put some of 
tnese d efende·nts beniml the bbrs, ano the decision 
was we .ver e &oing to put tnem behind the bl)rs and t hen 
talk settlement . J.nd 1 t 1 s the mos t i mportant victory 
tnat .ve ' ve ned since we 1 ve been here . And naturally, 
1 1 11 be the gost . 

Well , 11111 the Un1 ted St ates .1> ttorney s stand up for 
t nis decision? 

;;ell, if t hey don' t, I' d say 1' r om t he moou the 
?resiaent was in yesterday there will be some new 
United States Attorneys . 

Swell . 

naat will nappen - he prr..cticlillY t old thee~ 1f t ney 
don't know ho~ to try c&ses tney better get some new 
ones . 

Good . 

In other words , 
no1v on . You 111 
t ake very long . 
particular case 

(Laughs) 

All r ight . 

less settlements and more fight from 
hear it . You ' ll begin- it won' t 
Because· the l~wyer for this one 

we a ll know . 
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Gibbons : 

r~ t·s Klotz: 

1:1 . :.1 . Jr t 

1hylor: 

d •• Jr: 

,,11 eul: 
1:1 . • Jr: 

Gnston : 

H. ! . Jr: 

Gust on: 

ll . '.l.Jr: 

Olipht.nt : 

il .. Jr : 

Olipht~nt: 

ti . l<I . Jr: 

5 

-5-

O. K. 

Ba ving a S?tell time . 

Wayne? 

(Nods nothing) 

You <ellows (.bgill and Oliphant) want to see me 
after tnis meeting . 

(Noas yes) 

All right; well , we 're running pretty fast . 

hna you (Gaston)? 

(Nous yes) 

l ou t oo? 

Oh, you mean the ~hroe of us . Yes . 

I. ell, way don 1 t we do - use this, a s long hS nobody 
has anytning . 

I h~ve a little mL tter . 

All r ignt, go c-head . 

,/ell, the President LSited ul l the depar tments to 
submit t o the Attorney Gener al evidence of identical 
bi dding, and the Attorney General loo~ed into it and 
wr ote the President tbot there wasn ' t sufficient 
eviaence on which t o b GSe prosecution and proceedings 
against t nese people submitting i dentical bids to the 
Government . 

Mr . Lawes, in Cnhrge of the lawyers of Procur ement 
uivision, r aised with me the further quest ion: 
assuming there !sn 1 t enough evidence to proceed 
criminally agf.inst these people, suppose Admiral 
Peoples is convinced that identical bi ds submitted 
to him are the result of agreement, of the people 

~
etting t.ogetner and a~treeing on how they 1rould bid . 
A) Would ne be under duty to reJect all bids; and 
B) would be have power , by accepting any of t hose 

bias, t o c~ncluae a valid contract? 

Ky dear Herman, this has been going on since Wr . 
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H. :.I . Jr : 

OliphLnt : 

B •• Jr: 
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ti . d. Jr: 
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li. •. Jr: 

Olipmmt: 

I! .M. Jr : 

Oliphant : 

l:l • .II . Jr: 

Oliph&nt: 
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Roosevelt caoe t o town. 

I understana t hat. The matter nas come to me 
a t tnis time in tnis fashion . 

It 1;as brought to me in the c ase of Inter nat i onal 
Paper bidding on u paper contract for money, or 
wnv tever it .va s , ovo:~r - stamps - &.nyway, i t was 
paper . I mean what you going to do, get a whole 
ne.; set of 1~: .. -yers? I mean this has been going on 
for three years . They got together during the N. R.A. 
and they ' ve been doine i~ ever since . 

~or the f i r st tioe I 1 ve had occa9ion to prepare an 
o~inion on it. In my o~1n1on, ? eoples nas no right 
t o &ccept any such b1a and if be does, the contr ac t 
wn1cn ne a ttempts to enter into is inva lid . hnd I 
have a letter fro~ lOU to the httorney General asKing 
for nis opinion on the ~uestion . 

( Laughing) Her man, you c an ' t s tand too many victories . 
~hey jus t go t o your head . 

No, my shin is s ore . 

derwen, wna t you going to do? 

St Ey with it . 

Her man, ao I ~ignt? I tried to avoi d the question . 
I =ean c an ' t you make it the first of J une, so .. e ' ll 
ilc,ve at le&st one a a:on t n, not one a day? 'Ihat i s n't 
nice, !leroan. 

uelJ. , t ne l&W iS perfectly clear . 

I mean l et me ask you a s & lu~er, i f a man has 
pr acticed illegally , c arried on an illegal set , 
how long is it before it becomES coli!Jilon lew? 

The s tatute of limiLati ons never runs in ..•••• 

If you practice it for three years? 

Ko , nor three hundred . 
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But a fte r a while you establish a practice . 

Tne contrac t s are illegal . 

Aw, herm~~:n l 

7 

lf 1ve snoul<i - f or instance, take t his case , They 
submit i dentical bids on desks . They supply t he 
aesks end the desKs ere not up to contract, :.nd we 
sue t hem o n their harranty . We have no rights 
against t hem; the contract is void . 

,/ell, this i s tne best metnod j•ve aear d yet o f 
balancing tne buaget - ~verybody stop bidding. 

If t he contrac t is void , ~hy, don• t pay them after 
youget it . 

This will bala nce the bUdget . 

Just t ha t little business . 

I've waited three years . 

I have too . 

Yesterd&y " as t ..>o much f o r you, Herman . 

(Laugns) 

Got anything else to<i&y? 

That ' s all. 

O. K. 

(Nods nothing) 

He r man, now that you feel like this, yo u can't r e verse 
t hat opinion you gave me about tne R. F . C. 

Oh , th~re is o no o ther rna tter . ~r . Johnson a! vised 
me that there was a meeting of that Policy Committee 
on the St ate Oepartm~nt especially called on the 
question of anti-.ue furniture . And llr . Hull s a i d 
t ha t that wnole - he 'd like to have that legislation 
wi thara•"D because tile a111ount involved made tne t hing 
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!1. 1l. Jr: 

Ol1phvnt : 

H. J . Jr: 

Oliphant: 

H. :ll . Jr: 

Ol1phvnt : 

li .M. Jr: 

Ollphunt : 
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Gaston : 

Oli.mant: 

<~ . :. . Jr: 

Gibbons : 

H.M. Jr: 

Tuylor : 

H.:l . Jr: 

Taylor: 
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very, very important from the standpoint of 
n~gotiating the treaty agreement. 

:. ith .;hut country? 

With Great Britain. 

You ' re not serious? 

Yes, I am - dead e~Jrnest . The Lmount ol' money in­
volve(! in the furnit.ure business is so g rest that 

8 

it is very important t hat t he matter be - the legis­
lation be ~ithdrawn 1n c&rrying on the negotiati ons 
for the trade &gree~ent . 

v o I unoerstend tnat 1n one breath you want me t o 
stop m~nopoly and on the otner hand you're recom­
mending fake furniture? 

Yes . 

I won ' t stand f or it ! 

,/ell , I ' m r ecommending nothing . 

You mean you 're going to legitimatize wormholes . 

Going t o throw ten tnousano nonest .<>nglish workmen 
out of worK, mEKing unti .}ues . 

I cerely report tnis . It isn' t 1n my field . 

llo, I don't thinit 1t is. 

~oy, tnct •s going some . 

"!ir . Justice Van Oevanter Announces Retirement June 2 ." 

No11, where are we? lhere ' s too much kidding . VIe 
were with wormholes . 

Shotgun right up to shoot nim . 

olell nol'l, listen, this thing is in the hands - who 
sits on that Policy Committee? 

(naises rurnd) 
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~or some reason they called Johnson over specially 
on that meeting • 

.Vell, will you (Taylor) please take this? 
if ~r . Hull doesn 't get tha t trade treaty 
my God, we •ve just go t to give anything . 
will you hl!ndle it? 

Listen, 
- I mean 
Listen, 

Yes, I' ll find out. I didn ' t 1tno1v t hey were goi.ng 
to talk about wormnol es . 

~ou t ninA they uo it witn h shotgun? 

•• ell, tney do sometimes . Very fine snot . Put the 
bullet up agains t Ule door and let 1t go . 

Soce say .vorms a re cneaper tnan shot. 

Now lis ten , G eore:te, you come in with your gang 
&bout 10:15 . 

Fine . 

Tell us 'Rna t New York did to you. You look awful 
sick • 

• 
(Laughs) 

t?ia you go to b ed e very night at nine o 1 clock? 

Jus t about . No rea l nibht life . 

Yo u ana wno? Henry ••urphy e na Seltzer? 

O.!{. 

And Ur . T&ylor , you got a meeting a t 10 : 15? 

No, if t he \Vormholes will wait . 

9 

All right. And now I' 11 see my "white-wingers" here . 
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Kay 18. 1937 

Excerpt fro• llr. Roswell Magill ' s memorandua to the 
Secretary dated May 18, 1937, entitled, "Memorandua 
of the Day 1 s Activities•: 

2. Railroad retirement legislation 

Yr . Latimer called to inform us that additional 
benefits to the railroad men had been agreed upon since 
the original agreement which we saw. He said that this 
action was the result or Representative Crosser's insis­
tence upon much greater benefits than the original legis­
lation carried. I told Latimer that our position had 
always been that the legislation must pay for ~tself. He 
said that the plan which would probably be accepted would 
cost .35 percent or the pay rolls more than the plan 
originally presented to us . Another proposal by Mr. 
Crosser would cost lf to 2t percent more . To carry out 
our original position the total tax rate should be in­
creased by the percentages noted if the proposed benefits 
are actually adopted. 

10 

The present plan is for the House to pass the benefit 
bill before the tax bill is reported by the Ways and Means 
Committee. Apparently the best strategy is to· wait to see 
what kind of a benefit bill is adopted before we take 
further action on the tax bill. 
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)Jay 18, 11137 

!.!r. l!agill, !Jr . Oliphant and !.!r. Gaston met with the 
Secretary t oday at 11 :50 . 

Ur . l!ag1ll said the gro~ had been discussing some 
device by whi ch names could be used legally but before 
coming to a deoiaion among themselves they wanted to have 
another talk with the Secretary. HJ.I,Jr. then told t hem 
that he had a conf erence tor two hours with the President 
l ast night and t hat t he President bad again expressed him­
self emphatically ae wanting to use names. The st ory ie 
much bigger than a tax question, t he Secretary said, and 
t odli,Y 'e story about the fifteen senators who agrees on a 
last-ditch fight on the Pres i dent ' s court plan reveals 
what it's all about. The question is whet her we are going 
to have a Fascist government 1n this country or a government 
ot the people, whether rich men a re going to be able t o defy 
t he government and retuse t o bear t hei r burdens. Are we 
going to make progress in liberal government or i s it going 
to take a revoluti on finally to settle the question? The 
rich are getting rich in t hi s country and the poor poorer . 
I n France they met this problem by suooese1ve revolutions. 
If it had not been for t he revolutions, a few men would own 
all France today . 

Such men as Garner, Robinson, Dougnton and these men who 
are ttght ing t he court plan are against the President on the 
real issues. Ther e has got to be a tight and t here baa got 
to be a purge. We have got to go out and get the suppert 
ot the men who are really on our s ide -- tne Farmer-Labor 
senators trom Uinnesota, tor instance. 

Let us give t he President what he wants , the Secretary 
added~ ,without quibbling ae to whether this or that i e legal. 
The P~eeident ie int elligent enough to decide what he can 
use, he said. 

!.!r. Oliphant agreed heartily to wnat the Secretary had 
said about the real issue and its import ance, but thought 
the best results would flow from a message t o Congress and 
hearings wh ich would r esult in bringing such men as Hearst, 
Sloan and others down here t o Washington t o explain on the 
witness stand wnat t hey had done. Ur. Oliphant expressed 
the opinion t nnt we need anotner Pecora investigation to 
focus the interest or the country. 

The Secretary told t he group that we must give the Presi­
dent pretty pr omptly something he c an •put his teet h 1nto1 • 

• 
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Ur. Gaston thought we needed in the !1ret oaee a liet 
or notable instances or tax avoidance, using names. Th1e 
could be divided i nto Board or TL~ Appeals oases where 
the names and !acts are or record and oould be used; oases 
pending betore the Bureau, and raots rrom the new 193e 
returns . This could be aooompan1ed by a draft or a epeeoA 
in wh1oh names would not be used unless t he cases were or 
reoord. 

12 

Olipllant expressed h1mselt as s trongly opposed to having 
t he Pr esident use names where the information is not publicly 
available, as it would put him 1n tne wrong and weaken hie 
case. Tne Secretary agreed t o tn1s point ot view and di­
rected that me~oranda be prepared as rapidly ae possible; 
at any rate, he wanted somet hing ready by ten o'clook tomorrow, 
Wednesday. 

Uagill, !rom the start, seemed to agree with the Secretary 
and was not so sure t hat l egally the President could not go 
on the air and give actual names and oases. U&gill promised 
t o put down in writing what tAo Secretary wanted. 

• 

Regraded Uclassified



Ka,y 18, 19~7 

To: Secretary Korgenthau 

From: Dr. Burgees 

Treasury bond market was very quiet and steaey in 

the forenoon but a slightly easier tendency was in 

evidence t hereafter, and activity on the board inoreaeed 

in volume. Treasury bonds cloesd approximately at the 

loWtl ot the day, genera1ly l/32 to ~/~2 ott trom yeste~ 

day; the government guaranteed group showed vartoua 

losees, ranging up to 6/32. Tres.sury note market wa• 

quiet and steady, Scattered issues closed 1/32 down 

from yesterday, but the 2 l/2a ot 1938 were up 1/32, 

Turnover ot Treasury bonds on the etook exchange was 

small at $659,000, 

APart from some intereet and act1v1ty in high grade 

induetr1al bonds early in t he session 'llhen these issue• 

showed tractional gains, the domestic bond market was 

quiet and there Wtlre only minor pr1ce variat1one. Kisll 

grade 1ndustr1ale closed fract i onally better on the day, 

while other high grades ehowed eaaller gains. Second 

grade bonds declined slightly. The $50,000,000 6-montha 

Tax Ant1c1pat1on Notee ot the State of New Yor k , bearing 

1ntereet at the rate of o. 75%, ottered th1e morning, ar e 

reported to have been well received. 

Foreigne were quiet and ste11d)' general~. 

Bo purohaeee tor Treaeury to~. 

13 

Regraded Uclassified



Oper~.: t or: llr . Ecker. 
:.lay 18, 1937 
10 : 24 J..li . 

H . ~ . Jr : ThanA you. 

Op~rutor: Go ahead . 

H •• J r: Hello . 
l;;cker 1 D 
socrctary : ~r . Mor gentha u? 

11. '4 . Jr : Yes 

t . s .: One mooent, ple~.:se . 

H.!.I . Jr : 

OpeN. t or : 

3 . •. Jr : 

Frederick B. 

Hello? 

Bello? 

~cker : Yes 

H .~ . Jr: 

1:, : 

H. J . Jr: 

L: 

.... . . . Jr : 

E: 

B. 'I . Jr : 

E: 

H. l . J r: 

1:.: 

li. l . Jr: 

E: 

Llr . Ecker? 

Yes 

Henry ~orgenthau, Jr. 

Yes, ~r . Yorgentaau • 

" 11£ t I'm c &lling you up about is this. I' a like very 
much t o see so;nebody from your insura nce company who 
&nows tne Government bond market and rollows your 
investments . 

Yes 

And I don't knnw just who it is, you see? 

Yes 

An - an •• • • 

;laen ao you tu.nt to s ee him? 

I ' d like to see nim if he could come down this 
Taursciay - would be convenient. 

Be there Thursd&y? 

Regraded Uclassified



E: 
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E: 
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1:. : 
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E: 
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E: 

11 . 1.1 . Jr: 

E: 

H. W. Jr: 
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Yes . In tae afternoon . 

No , I - I want to talk about the Government bond 
market , and I 1d like to get the attitude of a company 
like yours who - who has , I t•hink - who • • •• 

~BY I make some observa tions as long as we ' re talking? 

Pardon !:le? 

Kay I make some observa tions as long as we 're t alking? 

I w is n you .roulll . 

I ' m assuming I o<now nothing about it . 

Yes 

Tha t there ' s some 300 milli ons that you've got to take 
care of at ll date in the near future . 

Yes 

That because the balances - the Treasury balances are 
low you :nay need four or f1 ve hundred millions more . 
You needn ' t a nswer tnis; I ' m just "thinting out loud" -
you kno.v that n&c.o<.neyed s aying . 

Yes 

That woul~ mean seven or eight hundred millions that 
may be in the minds of the Treasury to take care of it. 

Yes 

LOoking a t the present situation, the market isn't a 
bit f a vor able to long-term financing . 

Yes 

There ' s a feeling - now, this is - this i s the feeling 
as I interpr et it ..•• 

Yes 
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E: 

H . .. . Jr: 

I.: 

H • • • Jr: 

.r,. : 

~ . . J r : 

1:. : 

iL •. Jr : 

E: 

ll . 'I . J r : 

~ . 

~ · 

H. LJr: 

E: 

11 . L Jr: 

1S 
-)-

•••• that long-term bonds are going to three percent. 

Yes 

'£hat 1f you put out a l ong-term issue now, it wouldn • t 
be a pr onounced success a t any ~ower rate than three 
per cent. 

Yes 

~h - t he gener rl conditi ons in the banks a r e e little 
jitter y . 

Yes 

Tnot i t msy no t be a desirable thing in your mind t o 
accept a r e t e of three percent in ma jor l ong-tera 
1insr:ci ng . 

Yes . 

You•ve got bill s wnich a re running f or three month:~ 
on about a half of one percent basis, or up to 
nine montns on ~omevthere bet·~>een • 65 and . 70 of 
one percent . 

Yes . 

~nere' s e limit ed amount of that financing tha t the 
~£rKet ~ould t~ke . 

Yes 

You ' re t aking abo~t ~ hunur ed mi l l i on a week now. A 
4uestion whe t her you c an t ake three hundred mill ions 
a t tnat t i:ne . 

Yes 

And c onditions may i mprove and t ha t might be possible , 
but that would l ooK to be the limit that could be 
usea in that f orm of fi nbncing a t the time you are 
t ulking llbout , 

Right 

The other a lternative is a tnree-year note issue. 
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E: 
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E: 
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E: 
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Yes 

And the way the market looks now to me, and es we 
view it here, it ' s one and a half percent . 

Uh-huh. 

What can I send somebody 
ao8n, ~r . Morgentheu? 

You can •t . It ' s not - it' s not necessary. You're 
the man I want to tal~ to anyway . 

(Laugns) i7ell •.•... 

!low, wnat I'd like t o do i s this. I mean any - you -
you boiled it d~~~ in three minutes . 

Yes 

Now , what I'd like to do is - ab - maybe next week 
call you again. 

All r ight . 

But - ah - you've given me what I want . 

I suspected tha t t hnt ' s what you want, and when I 
heara you called me I'd just been putting it over 
in my mind, thinking what I •d have to have somebody 
say if they went aown to see you . 

No, I - if I went anybody t o c ome down, I 1m going t o 
ask you . But if you can give i t t o me as fast as that 
over tne t ele_Pnone, it's not necessary . 

Nell, 
am . 

only you ' re faster than I 

I don' t know about that . My father is still faster 
than I am . 

Well, you know ne •s a dear. 

Yes 
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'ile •ve known e aca other, £ suppose, almost longer 
than you ' ve been born. 

I tni~ you have . 

~nd ~y respect for hi~ has never ceased and Ne -
we have an affection and rega r d for each other, 
I tai~ - I nave for him anywby . 

I know that , Yr. Ecker . 

Yes . 

'l'hat •s one reason t hat I celled you. 

I know . 

18 

Ytell , I ' 11 - I ' 11 - I ' 11 teke the liberty of calling 
you a gaoin next week. 

All r ignt . 

And then - ah • • • - we • ll see how - where we stand . 

All r ignt, ana we can compare notes. And this is 
what I observe : that wl\en you tal.< it over With 
somebody else, it clarifies your own mind; it may 
not iru'lu&nce you t bit . 

hell, *bat I do - NOht I have to do is - is - is lis­
ten; I can ' t contribute very much. But what I -I'd 
like to listen is to people liKe yourself , to find 
out. Jus t wha t you have on your mind . 

Yes . All rignt . 

Thank you v ery much. 

Goodbye . 
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!L . J r: 

Oper~ tor : 

ti. .!. Jr : 

0 : 

:i . I.Jr : 

v: 
n . • Jr: 

l(r tnryn 
GJct.vin : 

R. . Jr : 

G: 

H. 'I . Jr : 

li : 

H. I. Jr : 

1.1 : 

li . . Jr : 

G: 

li . U. Jr : 

G: 

U. J . Jr: 

0 : 

li . 1.Jr: 

tiello . 

'"'*'-Y 16, 19)7 
1.>: )8 A.M. 
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Mr . Hop.dns is out. of the c ity until a f t er lunch . 
Here ' s his secre t kry on the line . 

l:ii s sec t•ett ry ' s on the line . 

Let me te l~ t o her . 

t~ll r ignt . 

Hello . 

Go tneau . 

Yes , SecretEry ~or:enthau. 

.lho is this , plcf se? 

Mrs . Go.:~.vin spee:tlng . 

J.lrs . Goctwin, when do you e xpect Mr . Hopkins back? 

,·/ell, I na vt:n ' t tny d~;flnit" t i me , but I don • t expect 
nim b efore 1..:: )J . He ' s 1no tor1ng down from Scr anton 
this mornill.f, ~ nd I don 1 t believe he can get in lll fo r e 
then . 

Uh-nun . ..ell, *i ll you t.t.ll aim I 1a li.<e t o t a l k to 
aim? 

Yes, I• li ne ve ~1m c~ll you . 

;..no. I • 11 t ell you .mt t it 1 s b bout . 

~ 11 r ight. 

You c an looK it up . It ' s a question of t nis money 
for tnls self-help co-op in 1/~shington . 

Un- n un . 

See? 

.'/ell, I - I na ve a no t e here, anyway , t hat r.l r. Gill 
wants t o t a l k to bim 6.bout tha t, so it' s in t he works 
here; it ' s just a ~ues tion of .... 

.te ll . ... 
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G: 
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G: 

ll . ll . Jr: 

G: 

!I . I .Jr: 

G: 

'I. 'J . Jr: 

G: 
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.•• get tlng it going, I know . 

I knoN . "r . Hopkins seid that originally there was 
a nu::1ber 01' \fays he could fino tne money . 

Uh-huh . 

!i011 the t.'ling is they're ready to start, they ' re 
reudy to register the people, and it ' s right up to 
him now. 

I ,mow . And I - I know thu t he has - I know ths t he 
told Gtll t o find o way, snd tha t .•. 

'o\he t? ulu:.t ' s that? 

I suy I ~no~ that ne t old Gill to find the money . 

Yes 

And Gill Rpparently has run into s ome obstacle, 
becllUSe he wants to t alk to l.lr . Hopkins about t t 
a lso . 

I. ell, I just. talked to Mt· . Bell, and they think 
they 've founo ~ woy, tnd it ' s up to Kr . Hopkins to 
approv .. 1 t . 

I see . olell, I •o sur" he .. 111 and I • 11 have him 
cEll you as soon as he gets nere . 

I theM y au . 

'lhvnK you . 
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H. r.I.Jr: 

Oper a t or : 

H. :I .Jr: 

George 
Harrison: 

ll . lL Jr: 

H: 

!l . loi.Jr: 

H: 

H. t.I .Jr: 

H: 

El . ll. Jr: 

H.J .Jr: 

II: 

H .~ .Jr: 

li: 

H.I&.Jr: 

H: 

H.U.Jr: 

H: 

' 

Hello . 

May 18, 1937 
11:26 P. ll . 

Governor Harrison. Co &head . 

Hello . 

Yes , Henry. 

Li sten, George, when you come down ~omorrov are 
you going to ~ing so~e information about ho• the 
marke~ feels on bonds - financing? 

Yes 

You a re? 

You mean on commercial? 
~ 

No, no, no . I - I me&n just how they feel about our 
next f inancing . 

••ell, I' o going to try and bring you e 11 ttle, but I 
think it 's too e orly to d ecioe anything , of course . 

Oh, ~uite. But as to their feelings? 

Yes, that's r ight . 

And as to tne timing. 

l(ui te right . 

See? 

You mean the timing •••• 

Well , here's the thing of it . You see, on this Social 
Security thing, they- not having it yesterday, • •• •• 

Yes 

... I won' t decide anything now until after next 
llonday. 

Yes 
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H.N.Jr : 
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If they don 1 t hand it down next Uonday, then I 
tol~ it ' d be - we ougnt to make up our mind that 
*e won ' t uo anything until June 7 . 

Harrison: I tnin.c tmt •s right. llell, I talked to Burgess 
yestera&y. 

li . :A .Jr: Yes 

Hanison: J,nd he agreeu that you shouldn' t do anything until 
June 7 . 

u .a . Jr: 

H: 

II . U. Jr: 

H: 

H. iL Jr: 

il : 

h . J.Jr: 

H: 

H. II .Jr: 

H: 

H.!!.Jr: 

H: 

l:l • .oi .Jr: 

H: 

H. lol .Jr: 

II : 

l:l . ll.Jr: 

I s ee . ..ell. .. 

I t old hlm I tnought that you would try to put it a 
little earlier on his account, but •••• • 

~'lell . .. 

•.• ne agrees with me that tnls time you've got to 
wait the 11m1 t. 

Vi ell, the point is the t if they didn ' t get a decision 
next Monday, tnen I certainly would want to wait . 

Yes, yes . 

See? 

But I thirM you eight as well anyway, unless .•.. 

Uh-nun. 

But Ne can discuss that par t of it tomorrow. 

Dut you will- you will tWk to somone •. . 

Yes, t h&t ' s rignt . 

J.nd you . • • - when does Burgess get back? 

He won't get back until next Monday . 

Ub-hun. 

He called me yesterday a bout it. 

I see . 
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H. l .Jr: 

li : 

B. J . Jr: 

H: 

d . :.! . Jr: 

ti : 

H. J . Jr : 

-.3-

m:U.le he's much better, I thlnk ne ' d better stay 
away one more week . 

I see . 

Be• ll be bacK next ~ond~y and I expect aim down 
with me here on - a t the meeting next week •Nith 
you. 

Good . 

So I' U bring him o.ovm then. 

1111 r 1ght, Geor ge. 

Right. 

Goodbye . 

23 
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H. ld .Jr: 

Operat or: 

il . .oi . Jr: 

Governor 
):oung : 

IL M. Jr: 

Y: 

d . ll.Jr: 

Y: 

ri . J4 . Jr: 

Y: 

II . LJr: 

Y: 

H. rA .J,.: 

Y: 

!l . !.I .Jr: 

Y: 

H. J .Jr: 

Y: 

Hello. 

Governor Young . 

Bow are you? 

Co anead. 

!.lay 18, 1937 
11:30 

fine . !JON are you, Ur. Secre t ary? 

Good . I missed not seetng you . 

Ah - lir. Young , I 1 m calling you up in your cepacity 
as fiscal agent for the Treosury . 

Ye!l . 

unicn I t l'linA you are . 

Yes, s ir . 

Now, I wisn that you•d do some inquiring aroW1d amongst 
the b~nKs, your friends, get some information for me 
on how they reel on our noxt financing . 

Yes, well .... 

I Kn~w it 1 s & little early . 

I ha ve tflkea a little bit. But ~nat KOula tne -
would tt be a snort-t ime i ssue or a l ong-time issue? 

Wel l , we don • t kno..,. That • s Jus t what I want to find 
out - whnt - wnat the mtrkot will take . 

I see . 

And ho11 keen they ' ll be about it . 

••ell, I want to canvass ttu, t pretty thoroughly. When 
Ifill you .vr.nt that in.for111a tion? 

Well, I - I 1d put it this way: as you get anything that 
you think is worth while, why, give me a ring. Ah-
if I could have something, ssy, beginning with, maybe, 
next Monday • ••• • 

Oh yes. Well, I •11 get · som!lthing before the t and I 111 
call you up from time to time . 
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li .W.Jr: 

'i: 

li •. l.J:-: 

'i : 

'i : 

Y: 

H. III . Jr : 

'i: 

ll . .J . Jr: 

Y: . 

li. 'd.Jr: 

Y: 

H • .!. J r: 

Y: 

li .M.J~ : 

25 
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And lJ.' you t b!nk there's anybody that I ought to see 
or who would be useful f or me to see next week, l ' d 
be glad t o have suggestions. 

Yes . 

See? 

Yes . 

I me~n if there ' s anybody - the bank, or insurance 
company , or anybody tha t you think I should see, 
why- I hoven 1 t seen anyboay from Boston so long •••• 

hll r tght, anu I'll - I ' ll oo that very thing 
r l ght away . 

And - al l r ight - and if you d ecide tnat there ' s some­
body you t hinA 'd be useful f or me to see, the sooner 
you lot me ltnow tne better, because I'm melting up my 
schedule for next weelt . 

';(es . 

..,ut I want - what I Vtllnt t o know is - I mean - you 
kno.v, t oe usual thing . It ' s earlY, but I feel that 
t his time we have to start a l ittle earlier. 

Yes . All right, and 1 1 11 do t ha t very tiline and do 
. it r ight E liLy . 

Thank you very much . 

How have you been yourself? 

' Oh I ' m- r ight now I ' m fine . I haven't felt as well 
ln monlns . 

Ail - I droppeo in one evening down at 
to s ee you. 

1 know you did. We were awfully sorry to have missed 
you. 

Yes. .Vell, I hope to see you soon. 

I hope so . 
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'i : 

H • .I . Jl': 

'i : 

H. !A.Jt' : 

'i : 

'ies . 

Tnank you. 

All l'ight. 

Goodbye . 

Goodbye . 

-)-
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H.U.Jr: Hello . 

Way 18, 1937 
11 : 33 A. ll . 

Operator: Governor Sehaller is out of the city . They say 
Mr. Young, the Assist ant Wioe President, is in 
char ge . 

No, I. .. When ao they expect Schaller back? 

Operator: She didn't say . JUst ~ minute . 

H.U.Jr: 

0 : 

R. ft . Jr: 

0 : 

• 
11: 34 A. IJ . 

Hello . 

Governor Schaller Vli ll be in Chicago tomorrow evening, 
but his secretary can r each him and ha ve him call you 
if you like th~t . 

Do that . 

!.11 right. 

Regraded Uclassified



Oper E tor : 

::l . lf • . Jr: 

ii . ~ . Jr : 

0 : 

Governor 
~cnC<ller : 

a . .u.J,. : 

S: 

ti . L Jr: 

S: 

H. r.I . Jr : 

S: 

H. i . Jr: 

~ : 

H. d . Jr: 

S: 

H . ~ . Jr : 

S: 

H. :J • . Tr: 

S: 

H. il.Jr: 

Go a head . 

Hello? 

Hello . 

Go ve rnor Scnaller . 

' 

!lay ld, 1937 
2 : 57 P. ll . 

28 

.le ha ve the Governor for yo u . Just a moment pleeso . 

: •m •orry, I thought tna t was he . 

Htllo . 

Governor Scaaller . 

'i es . 

:Joreeotha u . 

Yes . 

How a re you? 

.'lell, pr e tty good . We ' re up here in the r ainy d istrict 
jus t now . 

Hha t district? 

Up in Yichielin . 

o~ht. t' :-e you doing up there? 

On, we •re doing a little miss i-onary work . 

Uh- huh . 

That is, some bank meetings up here . 

Well, 'Nhs.t I culled you up f or was this : I want to 
t a lk t o you as - in your capacity as fis cal agent o f 
the Tr easury . Hello . 

'i es. 

ilhen you get bac.c t o Chicago, Will you begin t o do e 

l 
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S: 

H. •. Jr l 

.. 
~ . . J,. : 

S : 

H. . J r : 

S: 

H. • . Jr : 

8 : 

!I . J . Jr: 

8 : 

n. . Jr: 

.,, 
. Jr: 

S: 

11 . oi. Jr: 

6 : 

d . . Jr: 

-2-

little inquir~ng amongst the banks and insurance 
companies as to how they feel about our next 
fin~<ncing? 

uure . 

/.nd after you •ve got something 'Rould you give me 
a te l epnone call? 

Yes . Nc1W , will the d ay after t omorrow be a ll 
rignt? 

Oh, if you'll call me "onday, be all right • 

Monoey - next Monday? 

Yes 

vf course, we have been klnd of reeling out the 
sentiment & little as we went along . 

I knOW . 

And you probably got n r eport on that . 

oi'ell , I d on 't get 1 t Jir~ct . I don' t know what's -
! d On 1t knoR Rnere your reports go . 

Nell, of course, Re ' l l be gl&d to report direct 
if we can uo anything- do any •• • • 

*ell , after all, you are our agents of the Treasury . 

Yes 

And I !'eel I perfectly •.• 

•'e ' re verY glad to nelp you in anything that wa con 
on that, and ••• Of course, the sentiment , I think, 
guessing a t just this time, - the feel is very 
largely for short terms, not including the notes. 

Yes 

But I ' ll - I'll canvass the whole thing on Thursday . 

Yes 
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S: 

H.ll.Jr: 

;): 

H. 'J .Jr: 

S: 

H . ..t.Jr: 

S: 

R.IJ. Jr: 

S: 

H.LJr : 

$ : 

S: 

H.!.!.Jr: 

S: 

H.li.Jr: 

S: 

R. ll .Jr: 

S: 

ll . ll .Jr: 
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And phone you during t he week 

flell, if you have anytning Friday - if you have 
anything Friday forenoon, give me a ring; otherwise, 
.londay . 

hll r ign t, I 1 ll call you Friday before noon. 

Ana Y'6U might be thinking over whether you thi.nk I 
ought to see anybody from out your way, see? I - I 
al~tays s ee a few people and I haven • t seen anybody 
from Chicago now in a couple years . 

Well, but you ' ve - you marked us off of the - off 
of the Open Market Committee; of course you won't see 
us. 

I mow. 

(Laughs) 

lhat 's why . .. But I mean take a man like- ah-
I don't know him, but a man like the President of 
Northwestern. He ' s in your district, isn1 t he? 

Yes, President 

\1ell ••. 

J.ble fellow. 

\';en now, you think &bout it , whether you think I 
ought to see a couple people like that. 

You mean .... 

Ask them to come to Chica- - uown here, I mean. 

l.sK tne:n to come down? 

Yes 

All r ight. 

I mean I won't •• •• 

I ' ll canvass that very fully for you. 

But I mean I won• t do it unless you think well of it . 
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S: 

II • .:.I .J,.: 

S: 

11 . d. Jr: 

S: 

!L .iii .Jr: 

S: 

t!. .il . Jr: 

S: 

H. IJ . Jr: 

S: 

11 . 4. Jr: 

S: 

II . J .Jr: 

31 
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Yes . 'lle'll kind of think that over and I'll cell 
you on Friday morning. 

Yes, I'd appre- - because, a s I say, I don ' t - ah -
the way things are formed nolr, you see, I - I don't 
get much from your - out your way at all. 

\Tell , I ' ll be very glad to come dotrn any time if you 
thinlt I c nn bring you aeything . 

Ail right. 

Whenever - if you'll c all me, why, 1 111 come down . 

Thank you. 

t.ny time. 

T"nank yo1.1. 

Good . Anv1;hi~ that you want looked after , why, let 
us Know ahd we 11 be g l ad to • ••. 
:vell, it ' s - i t ' s this partic\.llar situation now . 

Yes . 

Yep. 

Yes . 1111 right. 

Thank you. 
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Operator: 

ti.l!. Jr: 

Opera t or: 

H . ~· . Jr : 

Jaeill: 

H. A. J r: 

11 . J . Jr: 

lal: 

H. II.Jr : 

lA : 

fl . :.!.Jr: 

;1 : 

a. LJr : 

'l : 

H.M.Jr: 

M: 

Dr. ~agill calling. 

All right. 

Oo a head . 

Hello . 

Ros U:>glll . 

Yes 

llay 11!, 1937 
11:38 A. ll . 

32 

.rby, I' m going up this afternoon on this excise t ax 
extension . " 

Yes 

An~ it occurred to me in connecti on with that - ah -
wnat about the extension of the three- cent rate of 
postage? 

Oh yes . 

Should we care for that? 

Yes . 

I 've got Danny Bell checking up to see whether the 
Post Office Department ' s done anything about it. 
I don 't thi~ they have . 

I tell you ~nat I' d do . Ab - I jus t would call them 
up, see . Ask - if ~r . Farley isn•t t nere, ask tor 
whoever ' s acting and just tell them you ' re going up; 
I 1d just check it. 

Well, I - shall I d o it? I a sked Danny to check up 
with t hem . Shall I cn!l them too? 

I would , yes. 

All right. I ,will . Thank you. 
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oan•••••s" 

Ll.lS 

Secretary of State, 

washington. 

2931 Hay 18, 7 p , m, 

GRAY 

London 

Dated Way 18, 1937 

Rec 1d 2:50 p , m, 

FOa TREASURY FROM BUTTERWORTH, 

33 

Altho~ due to the Whitsun holidays the amoant of 

gold offered today at fixing was less than during recent 

days considerable quantities were on offer after fuing 

at as low a:~ \lOder 140 shillings for delivery en~ -:>f 

May , L~_l:ew.!.!le India continues to offer future gold at 

substant ial ~~aco~nts; for instance at 1 shilling 2t 
pence discount three months 1 delivery. London 1 a inform~·· 

tion is that the selling pressure in India comes from 

up country. 

In this general connection the following excerpts 

from todayl s FINANCIAL TIUES may be of interest , 

"It is quite evident that the •rrects or the gold 

scare have not yet completely disappeared , The issues 

raised by the recent trend of events are obviously much 

more substantial and are being taken much more seriously 

than may have been realized, 
Remnants 
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UIS 2-lio , 293, llay lr' , 7 p , m., from London, 

Hernnants of' the scare are to be found in the in­

creasing amount of dishoardinG, a reluctance on the part 

of' many arbitrageurs t o undertake large commitments for 

shippinc the metal to New York, and the prevalence of' 

an appreciable d.iscount in the sterling price under the 

dollar shipping parity, 

rre are goil'lb to hear a lot about gold in the coming 

""""::3, ~or taere is a growinG f ee ling t~at events may 

bo movi11::; to a climax , Last week brought a revivo.l of' 

the story t hat an i.n'al!edio.te t u may be introduced in the 

Uni ted Stat~s and owing to the e:x~;ansion in the 't .>lwne 

of di&hoar~ .~g rears were entertained in some quer~ers 

that i.l the ;;>".:'esenc highly sensit :!:~e state of the mar­

ke t s a nave of this dishoardinG ~ight aggravate e:xieti~ 

world gold problems" . 

The FINl.liCIAL l!EVIS in the course of' an editorial 

on South Africa states that "with about 70 per cent of 

its e:xpo~ts consistine of' gold South Africa depends 

entirely ~n the Rand; we have stated in these columns 

tha t in our opinion there will be no reduction in the 

American sol d price , That view stands , But we do not 

deny nor do we attempt to minimize the vulnerability of 

a ~rosperity level largely governed by the gold buying 
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LMS 3- lio . 293, May 18, 7 p . m., from London. 

of the United States which is confessedly on a 24- hour 

standard , A satisfactory and lasting organizat ion of 

the gold 1:1arket can come onl y through an arr angement 

between the Unit ed States , Great Britain and France 

coverinG some sort of stabilization of the respective 

curr encies at tenable parities" . In t he same journal 

EinziG severely criticizes the Chancellor of the Ex­

c!"lequer attributing the root of the tro·~ble to the 

f~ct that 1 1ntervention in support of the price ~f gold 

is half-h~arto~ ~9d yet the exchanGe equalization account 

co:.tld ella) fe ars by supporting the price of col ·~ at the 

' American sk pping parity" • 
f .. ~ ;•1 • • . .. . 

Sir Jor~ah S~p states thnt he is sailin5 short1~ 
• • •• fr/......_, . •' 

for the United States and plans t~ be in Uashine ton 

June 13 and 14 , 

BINGHA!d 

rnc :RR 
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CDI'I - ... ..,. 

LHS 

Secro ta~y or State, 

Washington , 

641, J~ay 18, 5 p . m, 

F;tOl! COCHRAN , 

GRAY 

Paris 

Dated May 18, 1937 

Hec ' d 3:10 p , m, 

Per i 3 exchange market quiet , French franc under 

sl i.cht ;_)l•essure , French control yielded some sterling 

at 110 , 41 end 43; then stepped out of market and rate 

moved t o ~6 . Soviets said to be buyin3 Dutch fJo~ins 

today; .1::. l'eason mentioned, :tente s mostly lower; share~ 

dull , Pres s continues t o gossip of an alleged agreemen . 

whereby United States buys gold directly from Soviets 

without uor'.ting thl•ough London. Indian gold for future 

de livery declinin3 further with no takers to be round , 

For the first five months of this year imports into 

France totalled 13, 525, 000 1 000 francs , an increase or 

5, 375, 000
1
000 francs over the corresponding period of 

last year , Exports totalled 7 1 280, 000, 000 francs an 

increase or 2, 403, 0001 000 francs , For April imports ., 
amounted to 3

1
297,000,000 while exports reached 

1,9731 0001 000 francs . . . .. BULL ITT 

, ... ..... .. ·""'r-:m: ·v 
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PARAPHRASJ: or SJ:OTIOIS TWO .UD THRD or TELIGR.UI :rro. 641 
of May 18, 1937, fl'om Parle. 

YesterdAy eYeDing Riefler and I visited Professor Riet 

at Vercailles. The Professor told us that it 18 worry over 

the international p olitical and social outlook rather than 

fear of inter national coaplications or earl y war t hat is 

delaying reocrnry in rrance. The past tew days there has 

been an increas e in the Treasury bills in circulation, he 

said, showing that there ie actually more available cash 

in France for investment in t hie . However, he added t hat 

as yet there bad been no real repatri~tion of French f unds 

abroad. The tact that the French stabilization fund is 

barely holding ito own bears this out. The serioueneas 

of the budgetary oituation is not minimized by Profeosor 

Riat . He remarked that beyond about the end of June t he 

Treasury requiremente have not been provided for . As to 

wha t would happen after that date, he would venture no 

opinion. The obstinacy of the Er i tieb econom.ic leaders 

made him part i cularly unhappy, and thought t hat t heir 

policies were (?) ill-~ised . As evidence, he said, is 

the report of the recent first issue of their defense 

loan. 

TodAy t he Bank of Italy representative, Pennachio, 

bad n telephone call frc. a responsible Swiss banker who 

said that the ZUrich daily confidential tip was that within 

15 dAys the rrench franc would be deYalued. This is of 

course 

• 
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course discounted by Pennaohio, but he is convi nced that 

the French Treai!IUy Will have to exhaust all of ita caeb 

and draw t o full 111111 t of 1 te cucli t 1ri th the Bank of Franat 

in order to meet obligations until the end of next month. 

It is Pennaohio1 o opinion that a change of govern.ent 

hers with suoh a man e s oaladier becoming Premier woul d 

give euoh an impetus to recovery in France and oap1 tal 

repatriation that the international gol d scare might soon 

disappear entirely. G<wernor .u:solini of the Bank of 

Italy, he said, may about the middle of June pay a visit 

to Governor Labeyrie of the Bmk of France. 
I 

FINANCIAL TIMES London today says city has long been 

convinced t hatf the signatories to the tripartite agree­

ment ehbUld l esde •a•1joint statement on the gold pr ice 

subject .·~ • . ~ 
ElfD llESSAGJ:. 

BULLITT, 

EA:LD 

• 
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bo •••• .. , a ,_. ~ et •• ...are ...elF •••a '• .,_ 
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DATE .., 101 Ulf. ' "'"'''r"' CORRESPONDEN C E 

c01n.-tUL nLII SuaJCCT'-Ii&lftiOI~DOIIQM,jia:a--_, 

- "· •• ~~~*• --- ... OJ ....... ,.----·-
the aa.dn •• ... n\ of \bolllll'• Jel\oa 1a.Unt ••• we 
had b .. a'llle \o t1• llJ ~ 111tll laaaia. I nplled \ba\ \be 

!rMIUrT ll.a4 ~lla\ llaia 4taie4 \ba\ U llnta•\ ha4 ll .. UftY .. 

a\. Bol\Oa aa14 \ba\ a 1004 4oal of \bo 1.U puelaaa .. liT •• 
ftl l 118a1U loUJ tbq .... 1a ...... 111\b tala ............. Jaaak 

1a LoDdoa - \bo luai• 1\a\o Boell' a 11an 1a .._._ - -. .. \IWII 

tlal'lhU W bapp•ed• ti,.a\a of lel4 tw. lama w-. 1 'MI 

1a 11a1a bll\ n • alonr ,. •• / ... at allen 1110001000 a ...rr. llaa 

\ohl 10 tar J'OOoiYed ftl a U\\le OTOJ' 1101 0001000. IJIU "1• 

apt•lr•nt, ho J'., .. ,.,, \hlale nro •* cain• aow al\hfttla \ban 
I 

na nUl a Ut\lt aonw••••· lllelJ' .aRe\ opOJ'tiU•• ha4 , .. 

....UJ \hOT bat J' .. e1Ye4 a ~- of OMOJ'I fw. nriRI MI'HI­

poa4a\a for tho Mlo of deUue, fOJ' 1lba\ JU'POI~ ho 414 M\ a.. 

~- .. 
, 
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Paris 

DotEd llay 19, 1937 

n !oEiVEd 1:30 Po D o 

43 

:r,on cccn·ll . Paris t!;;ohangE DllrkEt fnirly nc tiVEo 

To n EEt oteady dErand f or stt:rl1rl3 FrEnch control is o~.id 

to hc.VE lost a l nost onE rlillion poundo intErvEning r.t 

110, 55, 57 1 61 and finnlly 110, 75 , ThE dtonnd for oterling 

ia llidEoprEnd, •.d th no pr.rticulnr dEnEnt Evi<ltntl:y l'Eo ':" 

ponoibl£ thErEfor . Forunr d frr~c ol13htl:y narE orrerEdo 

:'rEnch ~·cnteo unchr.n.:;Ed , Shnl'EO of Banqu£ d E L'Union 

P;u-isiEnnE droppEd todny froo (90 to 380 upon thE rEpO!' t 

thr.t nE~otiatl.ono for thE t :l!a113 OVEr of t hio institut::.on 

( ~!lioh '-l:.s not be:En otro113 OJ. no£ oEVErEly hit by forEi 311 

1~ ~Efa\~ta) by thE Bc.nqu£ Nr.t i analE Pour 1£ COIX!ErOE 

Et L ' InwotriE h:Jv£ brokEn d orm. 

( Elffi Z ECTI 01' ONE ) 

CSB 
BUT...LITT 
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PARAPHRASE Or S&OTIOI TWO OF TELIGRAM NO. 645 of 
May 19, 1937, fr om tbe American Embassy, Parte. 

The French situation ie a continued source of worry 

to aarkat observers - particularly the question of how 

the Treaaury requirement• will be financed; however today 

t he sentiment toward other pr oble•e seems better . 

L'INFORWATIOB eaya tha t Washington and Moscow have reached 

a definite agreement and that the gold question is there­

fore settled; t his report ie apparently believed on the 

market. Leas offering of Indian gol d today, some forward 

purobasera are on the market. Visible gratification by 

London FIIUJfO~ !IIE1JS that Sprague ' s v iews as expreseed 

at Berlin showed a change from those which he earlier 

pr onounced at Paris and fit in with t hi s paper ' s conten­

t i on that more gold should have been taken by the Bri tieh 

equalisation fund. 

I was visited t h is afternoon by the head of a Paris­

American bank. He said that h.i a French industrial clients 

report that there is a let-up in rranoe of internal con­

sumption demand and that there 1e a decline in orders f or 

export because of high prices due to exces sive costa of 

produ.ction in France. Thera 1e so muoh impatience on the 

part of •anufacturera (who have held their staffs together 

evan when producing at a loae) with the atti t ude of labor 

as at least countenanced by the Government that employee• 

are baing dropped. 

J:RD DSSAOJ:. 

BULLIU. 

U :Lft 
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To: Secretary Worgenthau 

From: Dr. Burgees 

Treasury bond market waa quiet today, quotat1one 

easing in the first part of the eeeeion 1/32 to 5/32 

and cloa1ng generally 1/32 to 3/32 ott from yesterday. 

The market had a rather professional tone. The govern­

ment guaranteed bonds were unchanged to 2/32 ott. 

Turnover of Treasury bonds on the board was small at 

$504, 000. Treasury notes were dull and quotations 

declined slightly. Yost maturities closed 1/32 down 

from yesterday but the new 1 l/4s were 2/32 down. 

Aside from a ll ttle interest and acti v1ty 1n high 

grade bonds in the first hour or eo, the domestic bond 

meritet was quiet and price ohangee were Slllall . Both 

high and second grade bonds closed generally small 

fractions better on the day. 

Foreign a were generally quiet and steady. Canadian 

bonds tended slightly lower. 

No purchase a tor Treaeury today. 

45 
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Wf !r!e~da , t her e ie a c~tcn on ~·America. It it a part o! a etrucr~e in which 

a ll ,.,..V.ied 1s e~er~P.ll:f an~d. I t is a Cllt"J)&iA;n for bt tter goveJ"lll>ent and bli• r 

A caw-peign is a ! i gbt . Il ia a eeriee o! battlet. Or. the part of mill~one here 

\ • A. r i ca th1a cacpaign ie not about aba traet pri~oiplea of govel""rnent; a i t 11 

attle for the right to live, a f i ght f or the right to live i~ decenc:f ~an~1 

Q be !1 d fr= the fear of l.m:line ..,t starvation. 

A !ow mo~ths &"? we were ~~aced i n a politiral conteat n&d on ~ occasions 

~:~ ! ta~ to 70u n~cut the obJ ective& ~• had eet f or ouaselvee. I wea •~cour-

ec;ed by the r e•ults of thet eontut to believe that I had s tated 10ur object iY .. 

: r u :f . ~ If t hey wore o~ objecti ve• then they are even more our obJect ive• 

now. It they wcrD wort'll firhtii'IIO !or t hen they are W'r th !'i t;htinr for now, On 

sev ral occeeiont t hen 1 ••ed tr~ wor ds •we have juel begun to f i ght.• I wat not 

•eali •.o: in !igurea of epeecb; ! orne dealin& rl t h ' ard and stubborn tach. It aey 

o•e eu oposed then t hat tbote worde referred to :he election of an4o" e can or aDJ' 

t <t of ~•n to of~ice or to the ro•ultu of any oingle poli tical com- etitttion , I 

wee woefully a i sunderetood. T110 campaign 1n which we a re eliO'Ced 1a no eucb 

•e 'PQrnry s t ruggle. It will not be ended 1n a year . I t rlll not be ended. i n t he life 

or o~e political &4Q1nietrat1on. It will ~t ~e ended 1n one man' s llfot~t . I t 1a 
• 

a t at•l e for ru=3n progrltl. It 11 a aattle to CiYI every can . . . . ... . ... and 

•o,.~ and chil d a chance for a deceDt liYing. It h a 'baUle to 1 • hold what 
~umane living 

.. bevt cal ned , to prevent what we hen of e1vilh a tlon lllld ilw • ,, "!rom talllng 

1n ruino nbout ua. 

I han n4 illusiona about bel n" al>l e to brinr al>out a "'lllen1u:o l."l thh cenora.-

t!on. I hau no a:::lbitlon but to "' 1!1 ' 11161'~ be · .elpful 1! I can in br1~1 

about aome advance 1n our wa.re of con=-nt wb1ch will contribute t o lr.'CC\ 
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hl<ppineu , which will give 1or.11 gr eater f r eedom f r om fear end aorne relief tor 

t ' o h'.l:la.'> mhery that exhh tod<Qr, 

I know of but on< We¥ to make any real contribution i n t hat direction, I t ia to 

''1 co:>tln'Jinely before our people the vhion of what t hey ccy acco:plhh tor 

t>eir o•n betterment and for tl:e betterment of t " eir ch ildren a.nd to urea ~h., 

to !1~t t o attain it. Uy appeal is to youth and 'o t he youthful in apirit , to 

th~•• .who are not willil16 to confess defeat but w~o hold stead!aetly not me1·cl y 

to vhio~s of a better <lay but to ac tive lll:lbit ion to achieve it. 

-.ro 1a .L.""'rtca we W.•e tha pattern and t he , ........ fr=ewor<c of gnvernoent 

which can -aLZ t hose viaiono and those aobitiona of the co~n man ef!actiwe, Ie 

bold a creat gift in thia patte rn and t~ia foun~a• ion of democracy. Io hold a 

~rea t reaponeibility too . It io not the pattern on whi ch a beaten and a cowed people 

c:m advance , but it h t he path of progress !or f r ao and independent apir i t1 who can 

•~ri: oat their own deatiey wit hout need of a U.S dictator , 

.e han liber t y within t a frame'l'ori: of our .;ovorlll!lent. It hl>a btt one 

11 tntial feature ; tl~t 11 the ult1l:ate rule o! t he ';)6ople . 'l'hey can mel<e 

t' •i r GOVern:oent w: at they whh,' and t hey can do it peacefully. 'l'tey need no 

viole~t revolution• to accompl~ah t <eir deei rea . 

I t is a government oxpreaal y designed to promo!e t he common de!enoo and t he 

•eneral ~elfare , nnd thoaa who originally part icipated i n ita !or-Ation lett t he 

'croa u t latitut:lo to IIUCCeUing e:eneraUol\a to dt ten:dne how thoae obJech .Ucht 

hat be attai'!ed. In t ho early daya t he !irat preOCC'>":>e.t10l1 waa with the ceneral 

de!e·ae and tlu>t wae n~arded aa the p:riml t\mction of t hu general government . :But 

ateodt ly , gener a t ion by cenerat ion, the import nnce of the regulation of the 

acthi tiea of our cithena ao aa to promote t he «e"er a l welfare hae crown u.,til 

1t haa prope r ly become the chief coneen1 of our ayete;o of goYernment , 

•• have r eech64 another crucial a tqjl 1n t he ~.~lopnent of our tons o f gnwen1-
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great 
~ent , per~po even more crtcial than the~atrugglo between the StAtee which 

dtt t r:dned that one i"tdivhi~ll aonrnmort llhould rule in all the t erritot)" of 

! • U·ited Stateo, 

•o hen extel~tll! peatly the oeope o! our t e'Uiral covernment. 'fe have u:te~ed 

ito reeponoib111t1ee to promote order i n indut t r,r, t o ~orb avar~ee , to protect 

tM dfhtl of t he weQlc, t o r elieve au!!erinc and want. 'l'he people of the 1Tat1on 

'owo ~~iatakably duclered that they will no t recede f r om theae new f i el dt of 

·ovtrn. ... nt ; that t h• f will e • nt inue t o uae the powere of t..h~ pner->l aoverncent 

b wzr st•!!TX pro=t e OHer i n our econo·-i e life, to f'ive OpJ.lOrtunity for imtlatlve 

a:ul to r •et .(M."l pW atory praetleeo wl:.ieh , as we ha.a l earned thrO'Jgh lrtUxrxwzzarta 

re•e~ t bitter •~rienee , threat•~ our whole 'at ional l i fe . 

Our ,-~oae to do t he ce thingo will not be aecompliohed withou t a etrucgle. I 

""'not propheeying; I em apcO>tin& of fac ti. Tl e pn er of our aovernment , the l11wa 

~f •ur coverh::ent , are bl i 'V" eh&llen·ed todey. 'l'!ey are beinr challon,.ed and 

reoieted a.~ evaded i n t he let ter, and they are beinr challe~~ed and ree1eted and 

t~ed i~ the spirit. 

le .,.~at hav• revenue to f l1'W!ee t he lr!er eaeed reeponaibilitiea of aonrnment. 

have p&oeed tnx l awa to obtain the neceetar/ r ev• nue . -or nearl y & quarter of 

•awt~tJ century we have had eetabliahed in our r e-.nue l aw• t he princ iple 

o! taxation aeeordilll: t o nbi l1ty t o -a.y. It halo beco:oe t he core d o~ O':.r 

r.,- ro.l :-ne:ma a]Stelll. 'fe didn't eetab11oh t~•t eyot•• wit hout a lo~c-dralm-out 

~attle . ie had !11l&ll7 t o wri te a new eee tion i~to our Co"lotitution to overc-

an a4voroe decision by o•U" h1C)'eot eo:>tt. 1re 111\vc not oven yelt been a ble to make 

the syetem work as oat 1tfoc tor1l y, although we obtai n a ch ief part of our ravenu.a 

by ap9lYi !IC i t. 

~tion ace~i~ t o ability to pay io ree1ete4 otubbornly and eont i •uouely 
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~y l:l&l\Y of thooe who are tl>.e ch4ef bene!1eiar1u of our govern:nental oyotem and 

o Jr !lational progreao. 

~ . .n I aent =7 b-~ot ~••oar• to the Co~eaa in January of t >ia year I 

1 clu'ad i n 1t nn eatl.::latl of a'!>proxil:ately two b i llio.,a, three hW14rt4 and 

oe~en ty-three milliooa o! re· enue fro~ 1ncooe taxea in the fiscal year t h t 

will end on aune 30. In April I found it noceaaary to 1end a revised eati~ate 

~o t'.e Con.treaa i n which t he reeeipte from i rcome tuee, i n the light of the 

'ardb collections, were reduced by two ~undred and oixty ne~en millione, Since 

t )roi;tttn t hen t here hat been tl.::» for t.'le ':'rear J.rY Depar t:::rlt to ake a crit ical 

• .A."'ti"'.& ton of la.r -e I'I'U..":l'-er o!' returns.•'' '''W*'**J''IJP'I'P The result is not at 

all to caat 41acre<lit on the oriMMl u71o&tu, ':'he '"''' drop of about 11 

per cent 1n r evebue seema to be amply e%1>lained on otller grounds , which amount 

oinply to thlo : !lany men of l arge inco!lle don 't want to q. -.ey their juet and lalf!Ul 

tmrl& Of the money due t he cover=ent. ':'lley ~O~k by evory )>.)&S ible dni ce-.-ey Of 

... bo doubt il l e!Al un~er preaent la.- -to avoid peyi n.t t heir just liability, 

""h 1r.1111neu of bantin« t he Fe"eral r evenue 11\• a hea beco::>e a ga..,.. to be 

.laJtd for hi gh etakee. It io a rich man ' s gpme; the poor cec., not pl., it , It 1e 

a t~m• i n wbich high- priced lawyer• and 'g.1sineaa or~anitation a~d i ncome tax 

xrertr' a r e eneaged to devioo tricky achemea and t o ro aecute proloaged Iitia~ 

t i on .. t het u:en of wealth IIIII¥ eecape pcJine whet h n ·httully due to your 

#"OYert:aent. 

!!udneu has been the benat1c1ary to a atr1ltiV da!rae of t he reconry that 

haa been brought about by our co0100n effort. Lloot buaineao a:en ha.-e cheerfully 

and ONndidly revealed their profi t e of laat year and haYe will1n£ly paid their 

t axta. A striking 1~atanct of that attitude ia ahown a ~wz letter received 

by a Col lec tor of InL l"'al Re ... nue from the of~icer of a feet Tir.,.,nia corporation. 

!hla _, wrota: 
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' In view of the enhahced bu.eine aa co· d itione due to Governmen t i 'latrument&li\', 

and becauo o! our i nt ereet i n an&tappr ec iatio · !or ~roved co'lditi O'l l brouaht 

about by such s;overnr:.e'lt&l i 'lterventi on, 1t 11 our daoi re to withdraw t h e 

ela!n ~or pq-<!e:lt r eferred to abon . • 

~h n.a a clam for a tax r ef .md of $4, ?5? .• 

7hi l ia one attitude . !ut unfortunately we have ~ny i~etancea •r an a ttitude 

lotall:; diffe rent . I ohD.ll cite n few caeeo of •••••t hat eort. I ahould 

li~. to r.a:::e nar..e a and I think t'he t illle will come wJ-en IUIItU will ba nared 

!''Jbliely and t l:e ker i ean p~opl.i will !:ave an op;-ortu'lity t o fo= t '-elr JUI!Fenta 

·d to aha:;>e t heir political atUw.!e accord! Jl&l,y . 

I 'eoire t l-.at the A."'lerican peocl.e ahou 'd ave tull i•~onna.tion ! or two r eaaona . 

Tl•• !~rat is thet out of our ex8111inat1on of i ncome tnx r eturns will coma r tCOilllllen-

datto~• !or chan6ee i n the law to c l o se gapa--loopholec of tax avci dn"e o. rbor e 

rce.,,._ •l!atio!'la can n~ be pr o,..red haa•n y . I t.xpeet to t:.llke such rec~*!l>eudat iono 

to tee next tessi on o! Coner••• · ~~t 1 •~"t t he ~~an pe~le to be in!o~d ~ 

n.!.vance ao that they :rA:J au;~·:ort tl:ooe propoaale that they relll':'d aa !ai r and 
o! r eal ~rtance 

.,uitable , 7·e second r eaaon i a that I thi~ re!o~•ttan be acLieved purely by 

the force of public op i nion. I t rus t t he American conaclence to expreu i taelf 

in ol~pi~· a code of ethic a a a t o dut y a nd reepono1b111t y to our gover~~nt apart 

fro~ the letter of the 1 ... 

l 'latD.• ee :·o. 1 of thia c:lftsa 1a o! a - eat er!! CU.ll io~aire who has been ..,.adin& 

'le tax liabili t y tor • everal 7earo . Se did i t by tho d vic e of concealt~c t h e 

OW'llrohip of his stock i n c orpora tiona . Re ,..,.iat e r td a ll\rae gr~ o f hie 

omployeea a.nd zaah rel ativea aa owne re o! ctock thftt he himael ! really own.-. 

l!o -an thalli the oo~ey ~o paor t he t axes , wh i ch e:-4unted t o hundredc of thoueanda 

of dollara leas t l:.s!\ he wonld haYo tad t o P3.7 1! had t?ld the tr-~th , ':hat r.ao 

!:as been t ryijlg t o l:ar-Mn with t he Cover::u~"t !or a cettlecent . Fe will not b a 
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~•~1tted to ~~ a barra1n. tho law will take caro of bio ca ... 
• t~le 

Inatnnce :·o. 2 11 or a rich :rew Yorker who ahowed no~ncot>e 

r. t\11"11 . Jut be and h11 !e:ll1ly own the stoclc of a Candian c• rporat1o'l that had 

dlvl ndo of a m.ill.io!l 600 t !-.:.,..,....,14 doll&ro from A::or i can aourceo. 

t ... tance :b :; coven otYeral c:en who enter <I into a co::J!)licated tranact1on 

l•volv1nc pret ended *3KW•rwww life 1nauA6nce polic iea. They paid over larpe 

"'''" of money and im""ediatel y borrowed it back, creo.Unt: large and f ie titioua 

i nt ereat coota w' ich they ahowed o.a r ed"J.Cin« their taxable i ~come . 

I~o ta ce ::o . 4 1a of a taxp~~.¥er who ~ed a yacht. '=~•• cost of ito operation 

1':11 no t a buci~~eu "J<;lll ll .. a.'ld could not be d dw:ted fro:o b1a illco:>e. But be lllllde 

B • buai nea• eJ<penae by tranaterring it to a holdi'IC co~~~pan,y , and the effect 

11 t o r educe h is ceported income a nd hia tax . 

Tbic 1nsta'lca is rapeated i n ~bstance by t he practice of a conc i dorable 

nu'l H ot mon of h1&h i r>eo eo wi.o operate country ho ••• aa i .,corporated atock 

!ar-a or rac1nr stablet run !or pro! it. 

t ;;a tt'lce ::o. 5 abo i.,cl"Jdu a fairly larce IN!llber of persona who .. 1nco-.aa 

are bet,.. split up eoo'llg truote created !or relativot ao at to r educe t ho to tal 

1 "C07.e to a f r action o! w'hat it would be if tl'.e real owner reported 1t ao hio own. 

Inetance No . 6 is of an .lmericnn whoee great fortune wao built in Alterican 

b duatry a by his fat her. Thio -:o theoretically 11.,.1 abroad and heo had A 

..,vahle place of rea14ence . 'lit latt reported hoce no ill a r....,te Yill&~~• in 

!r\t ioh Col~bia. 

The<e e.re but a f•• tJP41 eaoee . The pr operty of ot' era , tl'>.eir i mot•nh 

in ~.erican butineea, ~ .. e boen awellowed by hol41~ corporat ion• eotabliahed 

i n the P•bemaa or eloehwre out of the United Statea, which rece1Ye t he 1 '>Co~. 

h a creat ~N~~~ber of caeeo ...,.r ican boldt-0 coapa..'liu are 1U8d !! the deYice b7 

which graat ~· are pana1tt e4 t o ace>r:alatt without be1nc aubJeet to 
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tt toJt .. a which t hlo owner would have to ~ aa an 1nd1v1du&l . 

'l'hen there are alao caaea of corporatior a who'll upen41turu haYa Ylf'T 

ertatl/ ! ..creased alon& with pro!1ta . ~ .... are Y&rf larl>8 c:har>ea for -1-,ta'll!lca 

a.-.4 ra~izS~d there are 1n ao=a eaaea lar-.. dhburaa-.enta to p rlYate pet~~ion 

f'::nb , 10 ,etl.:!:ea for the ultl.c.ate benefit of a :tmr ralathely highly paid 

I t olght be oadd ot all these hatancu that eXA!llin&Uon should ahow 

•l~~er the1 co~atitute lecal avoidance or illeral avaaion of taxea; that if t he 

hm avoida.ne r eaulte in 1nJuat1ce a'ld failure t o cat the reYenue the co•u=ent 
a:an4 

o"ol)'t to -et t he r~l'f 1a t~ t !-.e lu, an! ttat where t here !a l llepl l'raaion 

all tlat is neces sary ia to enforce the lu. 

But there is mor e to the oattor t~ that, Of couroe we shall have to 

conti~e to a tud'f our lawa 1'l the l igtt of experience a~d t o deviae conatantl'f 

"" eano ! or daalilll! with •·"'~a:p•u:•'fl•a•a•c•::t•:aa:•tJ•aa t "ooe who exercise all their 

!~~;;e~ul.tr t o escape their ahazw of taxation. I n other warda, we ehell ban to 

.....:.c. our tu !encea ao nur l 7 ao lr.llllanly poaoi ble hoc ticht. 

It 11 equall'f true that we &hell l!nve to continue patient}¥ and with 

overy r oaource at our comMAnd to reatrian and to pun1ah illecol evaaton. 

• ll'Jt beyond t hat we 111\llt recognize that w}a t we are dealing with 11 a 

ehallo:1C• to {:Over=.ent , a cha"e"'!e tc our eape.city for aelf- government. le 

:=ut reeopbe that all • • are eeeld:l« to do for the furt.berer.<:e of a "-tter or«ar 

can be wrec;.ed on the rocl<a of redat ..,ce b'f cen who are powerful, who epuk qlth 

t'.llll1 volcu, who are aa etn?\1~ 1n ••••:~:~t~m•~• mhleadi,. pu~lic opinion aa t he7 

er o in 4ev1a1ng achemeo t o outwit the i nt ent of Concreao and the people. 

WbaS men of thia clau apeak of di.rtinilhilll; return• !roc taxation thq 

re o~ioo.al'f 1nti:::at1nc tha\ tha'f will reta.sa to ~ tano that tha1 r.ga.rd aa 

t~ h tb , re at'l!leao <1 what the 1u eq.. ~~~rp- 117 t ha7 are DOt 1n t l:.e -.1or1\J', 
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at ~he VIr'/ srea t i ncre&M in Ou% tas r-:f" 111\e t bil yeez ind.catee. 

Jluhtance to taxation ie to~ a u.jor problel!l of &O.,..rm:lll1lt , but it 

11 not an l "'wperable one . We can make our tax lawo hos-ti&ht and •• can 

enforce th .. 8.(lll.i net cheatera. We can thro\l4h thh meano find the r evenue to 

help our people i n the waya they need to be helped and we can prevent .... 

concentration of wealth on a ocale which would imperil tho f01l!ldat1ono of our 

clv1U: at1on. 

1e can do tbeoe thl,gs 'by public underot• n411lC a"ld an lnfo=-4 public will. 

o..r •t:l cnn be the wn:1 of progreos wl. th do:oocr&eJ-liOt the Wt:f of revolu tion. 
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Mf trieDde , tl»re il a oupair;n on in Aloerioa. It 1a a part ot 

a et:"U&£1e i n 111h1ch all ••n!dNI 1a etei'D&l~ ~4. It 1a a oeapair;n tor 

better ''"e~Dt aDd better 11T1"'. 

A cuq>ds;n 1a a t1pt. It il a Mrie1 ot battlu. Oil the part ot 

1111110111 here ill .boerioa tbl.e o~~~pa1p. 1a not about abatraot prinal.p1el 

ot &Oft~J it 1a a battle tor tl» ri~ to liw, a t1gllt tor t1» 

ri~ to Uw in 4eoenoy ..,4 to be treed trcra the tear ot iDoiDeDt atar­

n.tioo. 

A tn JOODtha a,o we were e"'age4 in a pol1t1oal oozrteat aDd on 

-.u;y oooea10111 tlwn I t&U:e4 to :roo abovt the objectlna we hll4 11t tor 

ounelvu, I wa1 encouraged b)' the ruulto ot that cczrteat to blliew 

thlt I ba4 atate4 )'OUr c:bject1wa trul)'. U ti»J were our objeotina 

tben they are ewn aore our c:bject1na """• It they were worth t1,btlJIC 

tor tl»n, tbey are worth t1~ti.Dr; tor """• Oil aeveral oooaaiona tbml I 

\l.letl the wor4a "We haw juat bepm to ti£)It. • I •• not deal~ in 

t1~1 ot apeeohJ I_. Ilea~ with bar4 aDd otW>born taota. U UI;T 

- auppoae4 tl».n that thole worcl.e reterre4 to the election ot u;y -

Mn or UltT 11t ot •n to ott1oe or to tlw reeulte ot UI;T ei.npl pol1t1oal 

0CIIIplt1t1on. I -. woetul~ 1111RD11leretoo4. n. oOIIp&ip ill whioh we are 

ellpptl 1a :DO euoh ~ •tr.aula· It will not be ...s.4 ill a ;rear. 

It will 110t be 1111484 ill the lite ot oDe pol1t1oal aclainl.etratlon. It 

will JIOt be IDIIM, in - ••' 1 litwtiM• It i l a battle tor~ 

propoeu. It 1a a battle to pw ewry Mn aDd-" aDd oh114 a ohalloe 
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tor a dooent liT111&. It 1a & battle to bold wh&t w bue ,aiDed. to 

p..-..nt 'llb&t we b&n ot o1Tili&&t1011 aJI4 b•e•ne liTi~~& tr<a taU~ b 

J'll1llit &bout ..... 

I b&,... DD illuaiona about bei~ able to bri.zli &boat a 111llen1-

55 

in thia gener&Uon. I ban no a:bition but to be helpful it I o&n b 

bringbg about acme &4Tt.l:loe b our ~· ot sonn:e.nt wbiob will oontributa 

to h~ b&ppiDeaa. wbiob will gin - grntor trHcl<a trca t•u Ul4 

80IIAI relief tor the h-.. 111 .. ry tbt.t tad.ata tode.¥• 

I t:n.- ot but oDt ~ to a&las ~ real -.trlbution 111 tb&t di­

rection. It 1a to hold ooDt111UO'II8ly beto:re our people tbe Tiaion ot 

wha.t they -:r aooc:mpliah tor their 01111 bette~Dt t.Dd tor the batte~Dt 

ot their ohl.ld:ren IUI4 to urp tha to tig!Yt to attain it. Ji¥ appe&l 1a 

to :youth t.Dd to the :youthful 111 ap1r1t. to tho .. wbo &:re not w111111g to 

oontaao defeat but Who hold ato&dt&atl;r DOt u:rel;y to naione ot a better 

~ but to aoti'ft ubition to &obie.,. 1 t . 

llere 111 .lurioa w haw the pattern IUI4 tho rr-rk ot &Oft~nt 

wbioh oan make thoaa Tiaione t.Dd thoee t.abitione ot the _.DD IWl etteot1ft. 

We hold a great gttt 111 thia pattern aJI4 thia tol.llld&tion ot d...:or&o;y. We 

bold a great reaponaibilit;y too. It 1a not the pattem 011 wbioh a l>Mten 

&Dd & oowcl people oan adn.noe. but 1 t i a the path oL progreaa tor tree 

&Dd i~peM.nt apirita Who 0&11 wrk out their 01111 deat~ witbDut liNd ot 

a dicot&tor. 

We ban liberty w1th111 the t r-rlt ot ov &<'"'~• It baa but -

aaaell:ti&l fe&tureJ that 1a the ultiJaate rule of the people. fhoo7 ou -.ke 

their &Oft~ 1lbat 1:My wiah• aJI4 1:My OUl do 1 t peaoetul).;r. !bey ue4 
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110 Tiolellt rnolut10D.I to aoo011pll ell their 4oa1rea. 

It ia a &Oftn.ent nprea1l7 doalgnn to pr c.ota tlw de-

tenae and tM r;oneral woUare , aDd tho .. 'IIIIo orlpall,y 'partioipat.cl 

in ita to ... tion lett tho broadut latit1>4e to wooaeun, pnoratioaa 

to 4oatarmine be. thoee objeota mr;ht beat be attained. In the Ml'l,y 

~a tbe tiret preooonpation wu with the pneral 4otouo aDd tllat ..... 

roprdod ae the prs- tlmotion ot the a;eneral a;on.-.-Dt. But ete..U.ly, 

pneratlon by ,....,ration, tbe iJiportalloe ot tl» rer;ulation ot tbe 

aotiTitiea ot our oitiaone eo u to p~e the &eneral waltan baa ~ 

UDtil it hu pl'opel'ly boo._ tl» ohilt oonoem ot OUI' ayetea ot t;O'I'er- ut. 

'l'e baft l'eaol»4 &Dather oruoial atap in tha doftl~t ot our 

to no ot ,.,...,.,_at, p l'hape nen aol'l o ruoial tb.lll1 tbe r;reat atruglo 

betwMn the Stat .. wbiob detel'al.ned that one 1nd1Tia1blo ,.,.. • .--at ahoul4 

rule in all tho tel'rltol'y <:1 tho 17111 ted State a. 

We haTe oxte...S.4 ,reatly the aoope ot oUI' &eneral govenact. W. 

baft extem.d i te reapooaib1Ut1 .. to pn.ote ol'4el' in iad•ti'J'• to ourb 

an.rioe, to proteot the rlp.ta ot the weak, to ~"ell•.,. autterlnr; eD4 

waut. fbi people ot the Jation baft ...tatalcabl;r 4eolal'ed tbet th.,. will 

:aot recede ti'Cia tt.. .. nw tiolda ot '""~' that tbe7 11111 oo~ 

to uae tlw ponl'a ot tbt &•neral &OYe.--Dt to pn.oto Cll'del' in our 

•~• Ute, to 11n oppol'tlmit,. tor 1Jiitiat1'"' eD4 to reatrain pl'eda­

tOI')' praotiooa wbioh, aa w haft leanae4 tlli'O\Jih I'Ooent hl.tter np.n-. 

threaten .,... 'llbol• JaU ~ Ute. 

0111' purpoM to do theM tillp will not be &OOGIIIPllabtd witllout 

a atN a;le. I • not pl'opbe.,.UCI I • ape~ ot taota. fbi p-1' ot 
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our &Oft~Dt, tblt 1 ... of our can~Dt, &re bdJIC ob&llellp4 to~. 

n.y ~ beblg ob&llellpd eel reein.cl aDd e-ra4ecl in tile letter, all4 

tbey are bod.,.,; oll&llellp4 all4 r .. htecl and e-ra4ecl in the 8p1r1t. 

'Ire llllrl ba ... rrnose to tiJI&noe tba inoreuecl reepoD.Iib111tiu 

of goYer....,t. Ye haw p &&Mel tax lawa to obtain the moeeaary N'nmle. 

For mar~ a quarter of a oentary w ban bad utablhbacl in our rnaue 

1..,. the prinoiple of tuation aooorcl!JIC to ab1Ut;:r to pq. It bae be­

....,. tba core of our Feclaral reTeDile eyatea. Ye 414D't utabU&b that 

111t. Without a lo,.,;-u..-out battle. Ye bad ti~:~aUy to write a mw 

Motion iDto our CODititution to owro..,. an aclwree claoiaiOD b)' our 

big)leet court . Ye ba..,. n~ eTan :pwt bHn able to aake tba .,.n.. 1111rlt 

Mthf aotoril)', altbouch .... obtain a obief part of our rewnuu by 

applyiJIC ito 

!uation aooorcliJIC to ability to pq 11 r .. htecl etubbornq &114 

oontimloully by JI&ZIY of tlloee who are the obief be»tioiarlee of our 

g<mtrDOelltel ey.tea all4 our Jati01:1al progre ... 

'lllea I aezzt ..., budpt ..... ce to tblt Ccmcreu ia J&Z~Uary of Wa 

)'e&r 1 iRolllilecl 1R 1 t an eat~te of approzia&te~ t1lll bUUODI, tiiZ'M 

lwDdre4 &Del eeTentr-tJu"M lllilUou of reTeDI>e fraa 1no- taxae in the 

t11oal year tba:t Will eDcl on J,.,. SO. lR April I tOUIId it JW0811&r)' to 

MD4 a rnieecl a~te to tblt Coll&J'&•• in *loll tM reoeipte fre iJ:Ioae 

taxae, in tba Upt ot tM ll&relt. oolleotiODI, .... re recluoecl bJ t1111 llmlll.re4 

&114 •b:t7-• ..... auuone. Sinoe tbaa there hal bee t~ tor tblt !re&IIUI'f 

De~Dt to ..a a or1t1oal e....Snation ot a larp -mr ot retunw. 
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Tbe roeult ie mt at all to oaet 41eor.41t CD the orip..l eetia&tee, 

The drop ot about 11 pe r oes in rense ..... to be ...,q explaine4 on 

otMr ,rounde, wit ob .aOliDt dmpl;r to thia • Xaz1i:r •n ot 1 arp bo ... 

don't 1r&Dt to pay thldr ju.t and lawtul elaree ot 11ho •-:r due tl» 

,owrment. !hlf Mek by n'lry pouihle dmoe - ..a;y ot tbla no doubt 

illep.l UDder p reaent law - to avoid ~n~ tlwir ju.t liability, 

Tbio 'buaii>IU ot beat1q the Federal reTIIWI lawa hu be- a 

p..- to be p~ tor b1p otalooo. It h a rioh an' • p.as tbe poor. 

can not play it. It ia a pooe 1n wbich h1&)>-pri014 layln aDl bwol•u 

orp.nisat1on aDl 1n_. tu expert• are eDp&ld to dmM trioq •ob-• 
and to pro11oute prolonpd Uti,atlc.. eo 11hat •n ct wal11h a:t uoape 

pli)'ing What 1a rlghttully du. to your t;Oftn.ent, 

Bllo1neu hu been the b"""t1oiary to a etrikiq degree ct the 

reoowry tlat hu been brou&ht about by our ettort, lfoet bwo1Diu 

an haft Clblertulq and oa:a41dly rnealed their profit• ot laet J'IU' and 

l>aw willllrsl:r paid their tuee, .l atrikln' 1netan01 ct that ett1tu4e 

ll shown 1n a letter reoelwd by a Collector ot Internal .S.ftnue trca 

tbe otticer or a ll' .. t Virginia corporation. Thia ..n wrote a 

•1n -n- ot 11ho •""•need bud•u conditione d.,. 

to G<.w;wnt lDit~ntaUty, end b_...e ot our 1ntereet 

1n and appreo1at1on tor lmprowd conditione broupt about 

by noh ,ow~ntU 1nterftntlon, lt 1 1 wr d11ire to w1tb4raw 

the olala tor ~at retlrred to aboft, • 

rue._. a clala tor a tax retUDII ot tt.7n. 
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fhia 11 ou attitude. But unto~tely w ban -.u,r lutluloee 

of u attitucle totally clirte...m:. I eball oite a r .. -• ot \IYit 

aort. I ah011ld 111at to - Jlaala alii! I tbillk tile t1aa wUl •- 'llba 

-• will be -d plblloly am the Aaer1oan people wUl han an 

opportunlt,. to r..- their jud.pel:a Ulll. to ahape their pollt1oal att1tucle 

&OOOrdl"l;l)' • 

I...deeire tbat the Aaer1cen people abould han to.ll 1111'orM.t101l 

tor two reaaCIUI . !he tint 11 that out ot our •-'"*tioa of i=- tax 

retw'zll will - reoQIIIII8Dilat10111 for o~~t.Dre 111 the law to oloee r;ap1 -

loophole• o t tax &Toidt.DOe. !hoM recm=eJ1d&t10111 oan not be prepared 

baat1ly. I expect to Mke euch reo-11dat10ill to tbe l1lrl MlaiOil ot 

COJ1&NIIo But I w&Jrt the Jaer1oan peopl e to be 1111'ol'lll8d 111 &cl.....- ao 

tbat they aq aupport tho11 propoaala that U..,. repn! u Nr alii! 

eqllltabla . !he •oon4 reu011 1a tbat I tbiJik rero,... of real 1.lopcrtal1oe 

om be a.ohiend piiJ'Il;y by the f orce ot plblio opinion. I truet tba 

Aalr1oan o0111ole1101 to expre11 1tMlt ill ah&pi"l; a code <I eithica u to 

duty ucl reapona1 bill ty to our ,_..._nt apart b'ca the letter ot the 

law, 

Inatanoe' llo . 1 of ti 1 clue 1a of & We .tern aUUOD&ire 'll2lo baa 

been rra.d.1JI& hia ta U&b111ty tor aewral ~· • cl14 it by the 

ilaTloa ot OOIIOI&ling the o-rahip o t hie ate« 111 oorporat1ou. Be 

repetered a larp ~ ot hie eapl07"l u4 rel&t 1Tia u -re ot 

•toolt tlat he hia.Mlt really crome4. A.a tMy reoe1'fll4 ci1T14ellda tllq 

paid th• onr to h1a. Be pn th• the aoae;y to pa;r tbe taD•• wllloh 
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01101111t:.d to hw>d.n48 ot tboua&Dile ot dollar. le11 thu be -ld ba'N he4 

to pq 1r be lad told tba truth. !hat aan hal l>MD tr,iD& to barpiA 

111th tM Gon.......t ~r a llttl-Dt. & will Dot be penoitted to alee 

a barpin. !be 1 .. 11111 tab o..,.. ot hh ...... 

Inltalloe lo. 2 11 ot a rioh ..... Yorkllr wbo 1"-<1 DO tuable 1JI.­

o~ in hia 19l56 return. But he IIZid hia tall.l;r own the atook ot a 

C~&D oorpon.t10D that had diT1dell48 ot a JlilUOD eu huDI.red tbo\111114 

dollar• trca .AMrio&D aouroee. 

Inat&Doe lo. :S oonra en.ral aon wbo mtered into a oc.pUoated 

tn.naaat10D itm>lTiJ:I& protellded ute inaur&Doe polloi... !hl;r paid oo-er 

larp .,.. of aoney IIZid ,_,.di&tol:r bo~ it b&ak. oroatlnc larp 

&Dd tiotitioue intor .. t ooate Ybich tbe;r eh"""d u reduoiDg their tuable 

lllO~. 

Inat&lloe lo. 4 11 ot a taxpa:rer who -d a yaoht. !he -tot 

ita open.tiOD wu not a bll&i,. .. «rpeneo and oould Dot be cleduoted trca 

hie lllOcae. But be ae4e 1t a 'bllaine11 exp- b;r tn.natorrlltc it to a 

boldine OCIIIIpl'q• Wbioh in tllrn renta it to bia• and the etteot 11 to 

reduoe hie reported iDOcmo and hia tax. 

rue inet&Doe 11 repeated in aubet&Doe b;r the praotioe <:1 a •­

eiden.bl• -blr ot -n ot hip ina-• 'IIIIo op ..... to oountzy ~· u 1JI.­

oorpon.t:.d •took t..rsa or raalD& etablee nan tor profit. 

Inat&Doe lo. II abo h tb&t ot a -.a wbo epUte ap Ilia ~ 

aaonc M truate oreatod tor tbe beMtit ot hie rl~ u4 thJ'H ohil4fta. 

eo u to reduoe the total tax to a traoticm ot wbat it -uld be it tbe 

real -r reporte4 hie iDa- u Ida ....... 
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In.ot&Doe llo. 8 h ot an -'-riou who" c.-t to~ wu blilt 

1A ~rioan iDduatry b)' bh tatMr. rua .... baa lud .. -ba pl&oe 

ot resideD.Oe. Bia l&at report..! b- wu ia & r•ote rlll&p 1A lriti.ab 

Col=l>ia. Apparently lw aeelta to dodp an &11dit ot hio "booka. Be 

w &loa tranoterred U,OOO,OOO to & toreip aorparo.Ucm. 

Theoe are but a tn type oueo. !be property ot othero, their 

1Awot.oento ill .&:lerioan buainou, b&,.. been owallOIIItd b)' boldia& aarpora­

tlOAO .. to.bliabed ill tb& ~ or eant.re out ot tlw 11nited lt&tea, 

Whiab reoei,. tho in..... . In a pat maber ot ...... AaeriO&ll holdin& 

oCilpanioo are used u tb& dnioe b)' 'lhiab ,.-t tort.mea are pe...S.tted 

to aoOIICll.llate without beinc a\t>jaot to the t&xH 111\iab the o'IIDer wolll4 

have to pay ao an 1Ddirldll&l. 

!hen there &ra &leo oa .. a ot c>orporatio,. wboae axpeDditllrae, •• 

•boom on their tu returne, haft inc>reued 011t ot all proportioa to tlwir 

1Aoreue iA buainau. Thera are wry l.arp ob&rpe tor aainte- aDd 

rap&iro IUld thora are in •- c>uee l&rp diebllre-nte to priT&te pallotd.oa 

tlmde, oc:a.et~• tor the llltU.te benefit c>t & ral&tiftlJ tn h1Pl:r paid 

ottioere &Dd •ployue. 

It aipt be e&id ot all tbo" inat&no., that ex••1 •tion eholll4 

lboor wlwtber tboy OOD.Otit\lte lapJ. &Toid&DM o r illepl eT&IiOil of tuaeJ 

that it the hpJ. &'0014&DH raelllte ill iajllatioa IUld t&ilura to aet tbo 

ren- tho r;ove....ut ovcbt to r;et, tile r-.dy 1e to ,_114 the 1•, &Dd 

that where tbora 11 illapl aT&a101l all that 11 -•aary 11 to antoroa 

the l&w. 
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But there 1a lllal'e to the atter than that. Ot oouroo we oh&ll 

'-'" to oontinue to ·~ our hn in the lipt ot experiuoe &Dd to 

den .. oOilStiDtly,.., »uuo tor d~ with tho .. who exeroi .. all 

their iD&•md'tJ to eooepe their ahare ot taxation. In otber worda, w 

62 

oha.ll hue to lUlte our tax tenoeo u nearly u Ju-"'7 pouible hoc tipt. 

It 11 equall7 true that wo oball '-'" to oontillllo patiently and 

with rrery noouroo at our c._•nd to r81train and to punilh Ulep.l 

rrao1on. 

But beyoad t'-t we -t reoogniao tha.t what we are deallll& with 

11 a ohalleDC8 to COYOnzMnt , a ohallenp to our oapao1'tJ tor .. lt­

co'flnment. Yo lllllt reoopho tha.t all • are -ld.ng to do tor the 

.f'llrtberanoo ot a better order oan be wreoked on t he roob ot reoiltanoe 

by M n 1lbo are p.,..rtul, who opoalt with -.ny Toio .. , who are u ounning 

1n a11lead1nc publ1o opinion ao tbe7 are 1n diT111n& •~• to outlrit 

tbe intent ot Congreu and the peoplo. 

Yben •n ot tbl.a olala apeak ot cUainhbinc retv.rna tna taxation 

tboy are ol>T10111ly int1Jaat1ng tbot they will rotuae . to P&T tuoa tbot tbey 

rop.rd u too high, rocard.leu ot what the hw 1&71• llappily they are not 

1n the mo.jorl'tJ, u the Tory croat i""l'OUO 1n our tax p~nt• thia TMr 

1ncUoatea. 

babt.uu>e to taxation 11 tod&T a -.jor probloa ot COYI~at, bat 

it 11 ....t an i:uuperablo - · ... oan "'alee our tax len llortiellt ..- ""' 

oan entoroe thea apinat olleatera. Ye oen thro\llb thil MNUO t1nd tba 

r'eftJUe to help our people 1n the wa;ra they -"' to be balped and we oan 

pr .... nt the oonoentrat101l ot wealth ca a ooale wbioh 110\lld 1~~p~r11 the 

• 
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w. oe.a 4o tll.oo tiWip ll;r pu'blio 1111lorste•.Uac IIDil u 1Dto-a 

pllbllo wl.llo 0v ~ Oall llo tho WO:f or JII"OC" .. w11ila ..... ftoAI7 - J1H 

t11e ~ ot rnolutioa. 

-.o-

\ 
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GROUP il.l:o.t.TING May 19, 19.37 

9: .3v A.M. 

lhipht.nt: 

'" . Jr : 

Olipht.nt : 

H • .'. Jr : 

<ocll : 

Olipru.nt : 

lolrs Klotz 
lolr . lolcReynolds 
lir . Bell 
llr . Locnnead 
:ass .Koche 
:.lr . !G) lor 
:Jr . Gaston 
!.!r . Olipht.nt 
Mr . !.!e.g ill 

Before .e g~t going arouno toe t uble, Mr . Farley 
celled me up at QY home end he said that - ne 
aian 1 t nrv~ it ~uite straight, but the Treasury, 
ne unaer~to~a , was f avor ing a bill whicn 30uld 
t~4e the three thOusana- wnrt he calls it, tne 
people ~ho - conserv£tors and put them under S. e .C. 
He suia he didn' t bave it ~uite straight, but if I 
didn 1 t .tno" wha t it was, it wns bill so-and-:Jo and 
so- Lnd-so; ne hua the bill before him . And he said 
ne aiun ' t ca,· e 1vhat bureau or wnut i t wa s, but he 
tnougnt it ougnt to b e in the Treasury, and he 
couldn' t see Nhy we put it over in S.L. C. So I 
said I •a ne~ rd so~ething t bout i t , but I was a little 
vague t.Jod I d ldn 1 t lmo• about i t exactly . Is it 
goinc to s . ~. c . ? 

uo you want the story? 

TM t • s .vhiJ t I • m asking fcrr . 

h couple of years ago Jefty hud ~he plan •.•. • 

!.lac, why d on't you l et Dan sit in tha t chair? 

!lo, I'd r~tner sit in E straight cnair. I get down 
tnere, can' t bet up • 

.••• nbd the plan of increasing his staff by about 
tnree thous&nd by having a conservator appointee in 
each Federal bankrupt cy and nnving them e ll under 
t ne contr ol of the <.;omptroller or the Currency. 
Last year tha t bill was presented to us ana the 
DepiJrtment made a formal odverse report. And ell 
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H. II. Jr : 

Bell : 

II . • • Jr: 

Ol1pn&ntl 

H. 'd.Jr: 

Oliphant: 

H •• ! .Jr: 

• Oliphant: 

H. ''.Jr: 

Ollphant: 

EI . II. Jr: 

'lcR: 

Oliphant : 

llcR : 

H. II. Jr: 
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that bad been done this y ear is to s ay to the 
~ommittee - Kr . Hester bas t old t he Committee 
that t here has been no change in the Department ' s 
attitude . 

' 
But is tnere any r ecommendation t hat should go over 
t o S. E. C. ? 

None at all . 

"her e shoul<1 1 t go? 

F. D.I.C. 

lie Sbid 3 . l:. . C. 
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It ' s the .10ole br.nkruptcy picture eno. the protection 
or creditors or these corpora tions, s ee? 

Bankrupt corpor6tions? 

Yes 

Yfuo ' s hGndlinb it now? 

~ell, therb i s no such person now . They are pr oposing 
to create a conservator in e ach one or the bankr uptcy 
cases . 

~o you mind giving me a memorandum on i t? 

Be gla<1 to . 

Huh? 

It' s that Sabath committ ee activity . 

I know if I Nere locating it naturally, where it 
properly belongs, I'd put it in the S.E. C., because 
tnat is tne Job of S. E.C., t o protect investors ot 
this country . 

S. E.C.• s man wrote the bill tha t t hey ar e considerinc 
now, I understand. 

~ell, eive me e little informal memorandum. 
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Olipha nt : 
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ijill Douglas has studied tne subject some ten 
years , a na this i s the result of his ten years of 
study . 

The Jo~i ttee came ~round - Sebath s ent the ~lerk 
of tne Committ ee down t o s ee me; wanted to 4DOW 
wnetner the treasury woulon' t be willing to have 
tnis organi~ation built up t nd placeo in the 
Treasury 1 tney J i dn ' t care ~there . And sinr.e it 
is sometuing that is just o question of conserving 
the inter es t s of stockholders in bankrupt corpora­
tions, having nothing to do with Treasury financing, 
I s a i d it shouldn't be in Treasury . I said, "That ' s 
my opinion ." Now - &.nd on t ha t basis they dealt with 
S. E. C. I t old t hem t nat I thought S.e . C. - I sent 
the man do Nn to see you (Oliphant ) ; you tolo nim the 
same thing . 

Yes, and we nad never conferr ed . You and I bad never 
talked about it . 

No , I hud never t alked t o you about it, b1.:t you told 
him the same thing . I t ' s jus t noturally some thing 
TrePsw·y shouldn ' t t ake on . And t here i s no r eason 
in tne NO I' ld wny tne Comptroller of the Currency 1 
havine notional banks under nim, should extend his 
jurisoiction t o bEnArUpt corporation~ . 

No . 

I t isn't confined t o fin&nc i el ins titutions . 

The matt el' is coming up before tne Committee this 
morning . The '-Ommittee will f ollow tne Treasury ' s 
recommendati on . 

tiell , you wouldn't thinl< it could go into Internal 
Revenue? 

Bub? 

~ould it go into Internal Revenue? 

No . 

Because we hPve a bankl'uptcy corporation division 
over there. 
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Bell: 
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Bell : 
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To&t is for the purpose of protecting our claims 
aga ins t tnese corporati ons , getting our money out 
of t uese corpor a t ions . But the purpose of the 

67 

whol e Uouglrs plf n ia the protection of the invest ­
ing public . The organiza tion whose job that is is 
S. E. (; . - to protect the i nvesting public . 

Sabatn 1 s committee s ugges t ed tne consolidation of 
this with your (Olipha nt ) division down there on 
b~nkrupts . I t old him in my opini on that would be 
particulPrly b~d, because our Job was t o l ook af t er 
the Government ' s inter ests in connection with the 
banKrupt cy proceeaings, and i t woula be inconsi s t ent 
l'or us t o under take t o look after the Gover nment ' s 
interests and at t he same t ice to l ook after t he 
adverse interes ts of somebody e lse . 

Tnat ' s r ignt, tne Treasury ' s i nter est i s adver se 
t o t he i nterest of the i nvestors . 

I s t ill s ay, i f you ' ll give me a memor andum ••.• 

I• ll give you one . 

Now, one other tning t nat I got - wha t is t he l a t est 
on tne self-help co-op? 

I th1ru: t hey 1 ve found t he money; not definitely, 
but so~eone dug up some money yes t er day in the 
u!str ict; apparently it' s about ~70,000 of an old 
balLnce a vailable to t he Uis t rict wnicn wa s out 
of grant money. 

Nell , .~ho woula kno.v? 

••e ll, t ney were get ting - I t old them l ast night to 
be sure about it. 'l'hey sai d t hey were certain ond 
I said, •Be sure and call Dan Donovan this morning ." 
'l'na t • s wha t t hey 1 r e going t o do. 

1'/ho would know? 

Mi s s Lonigan was f ollo\•ting it with Mr . King . 

Would lliss Lonigan? 

She Cligbt. 
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O;>ert. tor : 

t .. . Jr: 

:. ,r...;.gan: 
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(On phone) Uiss Lonigan, please . 

They ' re starting r esistering people today . Never 
worked so hard for $50,000 in my life . 

(On phone) Hello. 

Miss Lonigan . 

liello . 

Go 'head . 

~es, Ur . Secretary . 

Good morning . tieve you got tne money f or sel f - help 
co-op? 

1\o, ,.e nave to 60 over &t ten o ' clock to see Mr . 
Street and he is to carry us until the new bill is 
,)Ut through . ~le couldn1 t get our appointment until 
ten o ' cl ock this morning . 

No\/ just a raoment . tdr . Bell is here . 
ten thous!illd will c &rry you how long? 

The 
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Lonigt n : Until t he new bill, the 19J7 relief bill. Under 
th~ t it is a very si mple t ning to grant t o self-help 
co-ops , ~:. nd you arranged thot with Mr . Bell, so th~:.t 
from the new money we c;;.n get the gr ants . 

d . • Jr : :lo·n just a moment, ple~;se. 

:ea: Tnot 1 s all right • CreeK - I don' t know pno oe is . 

..!rs ,[lot z: llo , Stree t . 

?ell: Oh . 

h. • Jr : '.i.'ha t • s out of the seventy thousand he got? 

LonigE n: Now, the new gront would come from the billion five . 

ll • • . Jr : No, the ten . 

Lonigen : !he ten would come out of tne seventy . If 11e ask 
for more, then we might not ge t it; i f we ask f or 
seventy, we ~ow we won't. 
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ll . li . Jr : 

Bell: 
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Nell, after you get back, will you come to I ra . 
Klotz ' s office and tel l her wnat happened? 

Yes, Wr. Secretary. 

Thank you. 

Tnank you. 

Mac? 

(Nods nothing) 

Dan? 

I haven ' t anything except ••••• 

Excuse me (answering phone) 

• • • you ~sKed me to look into t hat. (Handing paper s 
to Secretary) 

(On phone) Hello . (Has conversati on with Cordell 
Hull , record of whi ch follows:) 
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n . U.Jr : Hello - hello. 

!lay 19, 1937. 
9 : 118 a . m. 
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Operator: He ' ll put him on in just a second. 

R. I! . Jr: 

Hull: 

H. LI . Jr : 

H: 

!l . J.: . J r : 

H: 

H. l i . Jr : 

R: 

R. IA. Jr: 

fl : 

fl . ·~ . Jr : 

H: 

R. U.Jr : 

H: 

H.M. Jr: 

Hello 

Henry, how are you feeling? 

I •m all risht, thank you. 

I - ab - I just wanted to call your attention to 
a phase of that proposed t ariff on antiques . I•m 
not - I ' m not discussing or t aking issue with the 
reasons. 

Yes . 

In support of putting a tariff on it the only 
question is at this t ime, as you know, we 've got 
hanging in the balance our whole British situati on ••••.• 

Yes . 

•••••• and that Will run on probably several weeks. 
Ah - l ast year I t hink, of 15 million imports of 
these things atout six or seven million of them 
came from Great Britain. 

As I say, I' m not - it's not necessary to raise 
any questions about the merits of the matter. 

Vlell Cordell. 

Yes . 

Ah - I ' ve turned the thing over to Wayne Taylor 
and he had it up with our Customs peopl e yest erday . 

Yes . 

Now i f you ' ll send some fellow over to t alk to him 
or t ell me who he should t alk t o why they can get 
together on it to-day. 
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H: 
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H: 
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Yes, well - ah - our man Hawkins over here who is 
in charge of our trade agreements ••••••• 

Yes . 

• •••• t alked with Ur. Johnson ••• •• •• 

Well . ... . 

••• • and he didn ' t get any particular satisfaction. 

Vlell since that - he didn ' t t alk to him yesterday, 
did he? 

No, a coupl e of days ago . 

Well since then I don ' t know how it came to me -
anyway they told me you people were interested in 
it - somebody came over to see Oliphant yester day . 

H: Oh I didn ' t know that. 

R . Lt . Jr : Yes , they came t o see Oliphant about it and we 
discussed i t here yesterday and they expl ained to 
me your interest on account of your pending trade 
treaty. Now I want to do everything that I can 
to help - in a sense I don 1 t want to be ...... . 

R: Ah, see when we have been negotia ting with other 
countries l i ke Switzerland and two or three others 
and they've raised rates during the negotiati on 
we r ai se the devil about it because •• • •••. •• 

H. LI . J r: It doesn't help any . 

H: •••••• we s ai d we couldn' t trade that way. When 
they were raising things against us - ah - right -
either for the purpose of trading this could be -

at any r at e it could - i t could give us some trouble 
with ••••• ••• 

H. LI .Jr: Well now i f you can send your san over to see 
Jlr . T~lor this morning he ' s ready to talk. 

R: Yes . 
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R.M.J r l And - ah - ah - ah - I - I - I ' m quite sure we 'll help. 
We won ' t - I - I •m not - ah- going to make i t any mor e 
dif f i cult for you I t ll assure you that , 
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Well I - I think our - probably we may - the British 
you know may be thinking about two or three things 
at the same time like the monetary situation and the 
debt situation and the trade situation - we can't 
tell but 1ve just want to be prepared to - ab - make 
the strongest pull on them. 

Listen, if we ' ve been taking their fake antique 
furn1 ture for I don't know how macy years we can 
take it for a month longer I guess . 

Well that •s- that 1 s the point . I know what- I 
know their fault you understand • •• ••. 

Yes . 

a : ••••• and s ituation. 

a . l! . J r : Well I'm- I - I -I think if you'll get a man over 
here you ' ll find ••• ••• 

H: Yes. 

B. Ll .J r : • •••• • that there's a - that we'll do everything we 
can not to be a stumbling block. 

R: Thank you, Henry. 

H.M,J r : Thank you. 
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!I •• • Jr : 

~ell : 
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Bell: 

Right? 

(Nods yes) 
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Say , we ' ve been taking it how long? 

Time out of mind . 
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Well , I don ' t want t o- a s I say, and I am perfectly 
sincere, if we have taken t heir fake antiques for 
God knows now long and ~ordell has got t his thing, 
it ' s insicnificant compared· to what he ' s trying to 
do, and I don ' t wPnt t o •.•••• 

nnat it amounts t o is taat we make a major change 
in tne tariff structure and call it an administra­
tive ruling, because toere is •••• 

llell, you know ho.v lie f'eel. l':e can take tneir lousy 
Hormholes . Trouble is, they ' re not lousy enough, 
is that it? 

The worms aro still crawling . 

That ' s the trouble, they ' re not lousy enough . 

You a sked ~e t o look into the matter as to whether 
we nad ever offered two or more issues combined -
wi th the combined allotment, r a ther tnan an amount 
on each inaividual issue . On two different occasions 
we have offered two issues of certificates of indebt­
edness with a combined total . That third paragraph 
will sqow you the provision put into the circul~r -
t llir<i pnraeraph on the f i r st page - a s to how it is 
wor ded and the proportion. 

That ' s been done? 

Yes, but on both occasi ons tney were obligations 
exactly alike; in other II'Ords, they were certificates 
of indebt edness . But we 've never offered 8 certifi­
cate and 8 note, or a note a nd a bond . But it ' s the 
same principle . 

Now, you going to be here at 11? 

(Nods yes) 

Regraded Uclassified



. . 

H. •. Jr: 

T~>ylor: 

R. :L Jr: 

Bell : 
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Taylor? 
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Whet about Haas? Will you (Mrs Klotz) check with 
Hans . 

Anything else? 

That• s all. 

If you don ' t f eel well, you don't have to come to 
tnr. t t nree o ' clocK . 

I t nink I• ll be here . 

I mer.n t hat 's nothing . 

You (~chheaa) sit in on t hat? 

'ihe eleven? Yes . 

Bring Harris in too . 

That clear you (Bell) now? 

Tbat clears !lie . 

I•ve got nothing froo t he President on anything 
except .,hat oappen~d - whPt Gas t on tola me l ate 
last night over toe telephone; be wants to release 
t nose ~ay first letters . hnd I ~ouldn 1 t mind seeing 
11hat l e tters I have .. ritten. 

I ' m not going to releese those letters . 

J:>ut wllat ha ve I saiJ . Ho •n mucll have I done? Have 
I sa ved anything? 

Prac t i cally nothing . 

1 said I went the limit . 

Wel l , I tell you what most of t hem have done, pan­
ticularly toe large departments, War and Navy. 
1hey have looked &t the .1\pril 20 expenditure estimate 
f or 19.37 end tnen a dvised the Budget •we ' 11 mee t . 
t hose figures .• 
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~ell, this is something between you and the President. 

How• s tha t? 

J ust between you and the President. 

~ell : Certainly put me on the spot . I ' ve been dodging 
tt1a t question now • ..•. 

i . . Jr : 

Bell: 

r! •• J1" : 

cell: 

H . :~ . Jr : 

bell : 

:: .. Jr : 

cell : 

"'ell, nave I ;ft'itten you 11 letter? 

Yes 

tie s it any good? 

It came from the Treasury . 

#&s it any - who signed it? 

I did . 

Any good? 

Yes, I r eally tnink the Treasury did a good Job. 
J.hey g ot esti ma tes from etten bureau separately , 
se t up the appropriations 11nd the amounts t hey 
couteopl a teo s " v lng . 

Nell , we saved about 12 million i n one bureau, Den, 
but . e hko t o eat ll up i n your additional allot­
cents to Aeep tnis emergency s tuff going . 

~ac • s t~lking t oo much . 

"ell, O. K. 

I• ell, ii' I might make a suggestion, i f you ll~ven ' t 
tnougnt of it, l•o get nold of J teve Early right 
owcy and t alk to him . 

well , I ' m not going to give out any figures . I 'm 
not going to give out any letters . I think 1• 11 
tell nim i n a general wpy wnat was done ; tnat these 
departments nave got these f ar-flung activities 
over the •orld ana a ll u1ey h11 ve done is issued 
instructi ons t o s ave wher ever it is possible to 
s

11
ve and incur no obliga tions tba t are not absolutely 

necessary . 
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Ana it ' s done a lot of good too . 

Yes , it's done good; but the dolla rs and cents -
you just c<n' t pin i~ doNn to that amount . 

All right. 

I •m Sf tls fied - perfectly ~ell satisfi ed if they 
mee t tne Budge t figures ot' "Pr1l 20 . 

l•ell , if you' r e satisfied , I ~m . All right? 

I t nin.t we ' ll be getting by pretty good if we 
take 295 mil•ion off t he e stimated expenditures . 

but you aid it before tnat r e.,uest «ent up. 

I anticiprted the s a vings . 

llan .tne •. wW. t ne was going t o put in the letter 
~na he kne1. ··•ba t r esponse n .. <~ould get, and he 
Ju~t got by with it, tha t' s all . 

0 .K. , Dun. h ll r i ght? 

(Nods yes) 

7S 

Tne bonds ~ re opening sligntl.y l ower this morning . 

I t uiM nothing special, sir . 

!•m glad t o see t hat you put some extra men on­
a nd women - at St apleton. 

Yes , I put that in the statement . Two nurses too -
emer gency; we took t hem from another· hospital ~s an 
expedient f or the time . 

hs wh&t ? 

Just a te13por&ry expedient until we can get some 
more . uUt it ' s helpea . 

The t relteves toe situation for 19)8 . 

bo s orry you mentioned it . 
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That 's the trouble when you have a man around il. . Jr : 
t nc t h&s a triple capacity. Three titles, you know. 

lell : 

Roche : 

Tarl:e advantaee of t• ny thing you s ay, and it anything 
disadvantageous, I don ' t heur it . 

Al l r !got. '.'le ' 11 send aim up - when you get com­
plet ely paralyzed wi th your beck, we •ll send you up 
t o St aplet on. 

lt . '! , Jr : Isn't she mean, Dun? 

Bell: I 've been in it before . 

H."' . Jr : Be ' s lllld a bad bac>< before too . 

~cR : Yes, Den knoHs better t han to s tve .... 

Bel l : Coast Guard tried t o ge t me up in en airplane 
several t imes and I wouldn ' t eo . 

llcR : uot you on a bot~t on;; t ime, didn1 t they? 

H. ll . Jr: /layne? 

Ttylor : This Patman bill- you don ' t Nent to do any thing 
about that, ao you? 

llr~ ~lotL : That ' s t he thing tney wantea a suggestion on. 

Tuylor: Off-toe-record co~ments, on that monetary pl an . 

d • •• Jr : H!u.t is it? 

'l11ylor : "Attscoed is a copy of " bi ll tnat I expect t o 
reco~end t o our group . If you nave any off-the­
record suggestions, plcrse aavise me ." 

H • . L Jr: .• ell, what is t he bill? 

Taylor : To t ake Government owner ship of the Federal R_eserve 
Banks . 

H. 14 .Jr: No . t<o . I' d jus t acknoNledee it . (To llr s Kbtz) 
Jus t &crl:noNledge it and tell him tnat - jus t 
ac.<nodedge it formally . 
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bell: 

ti. M. J r : 
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tlo . 

Herbert? 
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I don' t bel ieve t her e i s a nything . 
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0 

Nothing . Lot of t a l k a rnone ne*spapermen l e st ni~ht 
• bout tne Pr esi dent ' s tnlkine about t ha t report on 
nis neelth 6t the pr ess confer ence yesterday . 

I t nin,t •;a t ers is golno, to l ose so~e cir cula tion 
on tn·· t i t;e:n . 

I nope so. 

• ne bi ll to extend t ne excise t 6xes will be intro­
a uced in t he House ei ther today or tomorrow. Now, 
i n th~t connecti on I hove two questions . Firs t , 
when rlr . James llooaevel t. came down I used to get a 
letter from him t~ bout every week ~; sking wha t He had 
done about t he ex t ens ion of the e xcise taxes 1 und 
the l as t of t hese l etter s nskeu me to i nfor m n1m 
lf, us , a na when t her e wa s any development on the 
s ubject . Sholl [ infor m ni ,u? !li s l e tter is some 
t ime ego, I might say . 

You .rno~ the reason f or tht.t . 

No . 

At toe beginnini of tne sessi on the Pr esident sent 
I' :nemoranaum to JEmes Roosevelt, Cnarles .les t , &nd 
oyself t o watcn t 11 ht. i sllat.Jon t h& t needed to be 
pushed, end my only part i n t ne t i s t o sena him a 
memor and um every Yonduy morning as t o the l egislation 
tha t needs to be gotten t hr ough, the things that 
expire, e tc ., and he ano Char ley .~est follow t hu t up. 
That ' s t he only part I play on the committee . 

Send a l et t er t o wno? 

James Roosevel t , and a copy to Charley Vlest. 

Nell, t here ' s tbe answer . 
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~oell : 

!!. . Jr: 

ll . . Jr: 

fi , . Jr : 

. t il l : 

:i . ' . Jr : 

'L •ill : 

'' · . . Jr: 

..;, . ., llt : 

.1. • • Jr : 

Ana ne apparently writes 8 letter to e ach one of 
the or ganiZa tions concerned with t he legi slat ion 
on tna t ·sta t ement . 

I 1 d SKip it . 

JuJt s~tip it . 

1 n.J the s econd '!uestlon is , shoula I speak to 
cienutor darrison? 
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I " &nt to tell y ou, Just l'a l' tne r ecor d, that as 
fol' toe introauction of tnis bill I hav~ tal~ted 
t~ tne Presiaent obout it myself , end nis only 
c o·~'lent ;as , " .'.ny w&i t until J une? •lOY c an ' t they 
uo it rient away?" So ne •s - s o ne knows ~bout it 
r nu it is entirely oereeeble . 

·•ell, t aey 1 r e t;ol"ns t o l ntr oauce it rignt allay . I 
tniM they ' ll pus h it a. l ong t nrough . Tney propose 
to ll< ve an executive session i mmediately to consider 
it, a nd tnen r epor t the bill out, wn i ch i s very , very 
simple . 

!10·' · fS t'or se~tor Harrison ..... 

.< es 

..• I thiDA I ' a sit t ight . 

I 1 11 pusn hica all I can, but I think 1'or your informa ­
tion you might b e&r in min~ tru:. t they are t:t present, 
not d ue to us e t all - t cte re i s b ll r est d eal of !'csent­
ment bet..veen toe .. ays tlnll ~cf s and the Senate . 

I r epor t ed tna t at ~~bin~t . 

Ana conse,.uently - ">loy shoula we send t he bill 
over to tne Senat e? La t 1 s t1ol..t 1 t up 140til the 
tento of JWle . " uf course, tnat •s ma inlY Vinson; 
I tnink Uoughton is wit tln~ enough . 

t.fter all, the bill h~>S to b e introuuced in tne 
liouse . ·, e wor.r. with the House, ana when it p~ocsses 
~e s tart with tne Senate . I 1d say noth108 · 

S&y nothing . All r lgnt . 
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1'ne only o~her thing I have is this letter from 
Al tmeyer, ~nich you ha ve seen, asking us to 
oesigna te a mun on an inter-aepartmental committee 
on r esea r cn ana Sociul Security, I presume t o 
ueol mainly .vith l.dministro.tlve questions . 

vo you ;mo.v what he wants? 

I don ' t know precisely what ne wants , except this : 
tnat Altmeyer aas nt•a a couple o!' conferences with 
• r . ~c~eynolas ~nn myself reg~rding aaministrative 
~uestions as betNeen t he t.vo d epartments • . 
/;ell , .•oula it be agreetble t o let l.!ac ta<te it up 
• nu find out wh~t he N&nts? 

Yes . I th~nA tnMt 1 s a ~ood idea . 

••hY not let :.lac ta«:e it up ~o<nd find out whet be w~nts 
£•11<1 tnen r eport back? 

I Know one t hing ne wants . I got a let t er from him . 
de wants us t o t ake over the whole damn job . Tha t 
is pr~<.ctica lly - t rw t ts , 11e wants us to' verify all 
these tax r eports before we s end them over to him . 

Is that a ll rieht witn you? 

Hne . I t hink, as a matter or fact, I ·•as going to 
sll!!gest jus t taat . :.lr . ilcReynolds ougnt to be our 
represettattva ~n ~ny sucn coomittee . 

hll r ignt, what else? 

•hat' s all . I nave a letter f or you • 

. !ell, are you tnree men (G~<ston , Oliphant, Magill) 
ready to r eport? 
Well, 01e t alked yesterday a nd Gaston is rewriting 
tue document . Ne • t· e going t o meet again ~< t ten 
o ' clock . 

You ' re going to meet with me . Rerbert, have you got 
anything? 

No, I naven ' t got anytning . I ' ve just got started . 
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·•llen will you llave something? 

Before the day is over. I'll bave s omet hing about 
tllree o 1 clock this afternoon . 

Wel l, I got a meeting a t three. Could you come i n 
a t 2:.30? 

Yes 

Hub? 

( Nods yes) 

(Nods yes) 

2 : .30, hub? And will you (Wagill) stay behind? 
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R.M.Jr: Hello 

May 19, 1937. 
10 :19 a.m. 

Operator: Mr . Lubin hasn ' t come in yet - they expect him 
shortly. 

H.Ji .Jr: 

o: 
H.W.Jr: 

0 : 

H.U.Jr : 

0: 

B.M.Jr: 

Lubin: 

H.U.Jr : 

L: 

R.U.Jr : 

L: 

Thank you. 

Right . 

Well you 1 11 have to sort or - ah - before you 
cal.l him - make sure no one i s here. I want to 
be alone when I t alk to him. 

Al.l right . 

Thank you. 

You're welcome. 

* *** ******** 
10: 54 a . m. 

Hello Dr . Lubin. 

How are you Hr. Secretary. 

Ah - Lubi.R - ah - have you - I wondered if you could 
give me a summary of your own impress ions - just 
what's happening on business and production just 
now and what we may look f orward to for the next 
couple or months. 

I ' d be glad t o. 
Could you come around and see me, say at 3 o' clock 
tomo~row - would you be tree? 

3 o ' clock tomor row, surely. 
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Ah - I 111 tell you I - our boys here are a l ittle 
bit worried about the present situation and wbat•s 
happening due to the fall in price commodities . 
I •d like to get your own angle on it. 

I •d be glad to - absolutely. 

Thank you very much. 

3 o •clock. 

Thank you . 

k1ght . 
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~iTING WITB EXECUTIV~ COYMIT~EE OF 
f'r:Jl~AL RESERVE OPEN IIA!tKl:.T COMMITT~E 

May 19, 19J7 
11:00 A.M. 

Pr esent : 

;i . • Jr: 

ti~ rrison : 

J.lr . Taylor 
!Ar . Lochhead 
..l.r. Seltzer 
lllr . Harris 
IJr . Bell 
llr . Ecc>les 
Mr . Harrison 
Mr . Golden.<eiser 
:.lr . Piscr 
lJr . rJcKee 
llr . Brooerick 
lJr . Vlilliams 
l.lr . Sincl~t ir 

uo you Whnt t o tel l , ~r. Harrison, whet you picked 
up in New York i n regard t o financing? 

Yes, ~r . Secretary . It i s a little early for anyone 
up tnere, or for any of us , I think, to try and guess 
11ha t you mit~ht best do in June . But the general pic­
ture is about t hi s : In the last month or so, the long 
bonds, or a verage of bonos, has increased some little 
something - s ome6h&t over one point; the notes are 
up ten thirty-seconds; bills , while selling &t about 
the st.me yield, are in oucn better demand and they are 
a much more neal thy m£ rket tnan tney were a fe·.t weeks 
ego . to h1le tne technical position of tne bonds is 
better, there isn' t yet' very much demand . The liqui­
dation ha s pretty wel l stopped at the moment . Banks 
&re not selling; in fact, s ome of them are increasing 
here and there, and some outside buyers ore beginning 
to come in. 

But everyone vi th 1vhom we htwe t t< lked, seeing the 
picture as they see it today, feels that it would 
be overcroKding the market to try t o issue bonds in 
June. 1hey feel, however, tha t the note picture is 
much better so far as possibilities are concerned, 
particularly if you stic~ to an intermediate note rather 
than a long note, Khicb appear <. t the moment to be 
somewhat overpriced, they feel, and a little out or 
line . hnd there i s a risk that if you issue a long 
note, thot it would have the effect of breaking the 
price on oll the l onger notes and therefore disor gon­
izing your note market . I think there is some prefer­
ence, tnerefore, if you issue a note, for an 
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intermediate note around two and a nalf years, 
p., t·nl;ps as much as three and .. half years. 

cs 

On the bills, s entiment is mucn better; much better 
J.e:Jt OJ. for t he!ll . ror insta nce, on t he bills thll.t 
.ver e issued last. ..lon.:JI'Y, the dealers nave &otten 
r id or thP better ,art of the nine months bills, 
13 millions of wn!ch we too~, by the way, ~nd they 
have fo tt.en r i d of Rell over ht•lf of their 18 
mi l lions of short bills already . 

How much did you have run off? 

13 million 5 . 

Jus t r~placed tnem. 

Jus t ~cplaced the~ • 

.'le didn ' t .nmt t o snovt -. decreuse in the s tatement 
~ s of l us t night; felt tnot before the f inancing it 
woula be o mi s t ake to . 

Everyono with \'/nom I t alked feels t ha t you could 
sell t'lve hundreo million or notes at a price in 
June almost r ~gardless of wha t might ha~pen, for 
instance, under the Security Act decision . Th~t 
decision might influence the price one way or the 
other; but they think that the not~s ~ould go at 
the cooent . 

'>'hey nr e !i ll - ond I tw von 1 t r ound ye t anyone who 
i s in f avor - opposed to ~ considerati on of a bond, 
witn the possible exception of one or two who s ai d 
th~ t i f conditions continue ~t present and i f you 
got a f ovor cble ~ecurity Act decision, you might sell 
a short- t erm bond . That ' s the only evidence that 
we 've gotten f rom 6nyone t hft you mi ght even consider 
t11e bonos as a mea ns of firu.ncing . 

;vell, if you - a note, tnen, would confine - our 
custo ... er s Nould be the banks . 

I presume - no, I thiDA you might get some corporate 
inv~stors woo would be int~rested in the notes . 

Won ' t you get some trustees t oo? 
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And trustees. 

Well , .. ha t about the insur ance companies? 

lnsuran~e companies ar e nibbling here and there . 
You find them buying small amounts . But - and 
gradually a tone of i nquiry from the insurance 
comp~nies - but t hey have not yet evidenced a ny 
intention of coming in in large amounts , or to 
use the Government bonds es a means of employing 
t neir hU&e available funds; tney haven't turned 
yet to bonds . 

Ho., &re the mutuel savings banks? Same positi on? 

Frankly , I don ' t KnOW on that; I haven ' t checked 
up on that . But I tni nk I would have beard had 
t here been any drift t owards bonds on the pert of 
the savings banks . 

Tney •ve got lot s of funds . 

Yes . 

•rne general reeling, !Jr . Secretary, was this: that 
while t his is a picture e s of today, it would be 
prudent on the part of the Trea sury t o wait just as 
l ong a s is possible this time b efore deci ding what 
tney ere goina to do . And I nave taL!ed with Burgess 
about that; ne feels tn~t, Nith any issue of the 
size that you'd be liKely to put out, we could handle 
it a l l r ight a s of June 7 . 

~/ell , I t hink - I think tnat this - 1f .,e don't get 
a decis i on on Social Security ~onday, then I don ' t 
thiDA ther e is any argucent that we let it go until 
the sevent h . If we do g et a decisi on Monday , then 
~e could t alk about it ••• 

Yes, that ' s r ight • 

• • • • again. But lf .,,e don 't get one, t hen you have to 
wait . I don ' t think t nere i s any question about that, 
because if we don' t get i t Jonday t hen we can't get 
i t until t he first of June, Tuesday. 

Possibly g et it on the seventh, or will the Court 
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ad journ before that? 

Yes , t hey ' ll ad journ . • •• Have to get it on the second . 

Have to get i t on the fi r st. 

Another thing, May Jl will be a holiday; carries 
over this year. If you announced it, for instance, 
Saturday, you ' d have to hold it over 1til Tuesday 
then - • til June first • 

.. oula be announced on Tuesday under those conditions . 

.ell, ,fhO else ms got sometntng t o contribute? 
I haven't got anytn.l.ng to contribute . Bow about 
Phtlr.delphia? 

I nave not hing at the present time, Mr . Secrotary . 

Have you been t alking t o Y<.lUl' people? 

In a preliminat·y way . I ' ve been wai ting ' til this 
week, as c. ma tter or fact . 

Anything? 

(Nods no) 

Piser, you' ve been up - you went up to t:ew York and 
Bost~n and you ' ve been watching this thing constantly 
~very d ay . Nil& t is your observation? 

•ne impression tllat I' ve gotten is t llat tile market 
aoes not want bonas and that a short-ter m ncte, no 
mor e than t wo or three years, would nave the most 
popularity in the market. 

Do you have any impression, Mr . Goldenweiser, that 
you' d like to .••.• 

No, I haven ' t on that- nothing to add . 

Yesterday morning Na had these twelve bankers in 
from over the country, and tney - it was evident 
t nat there was e much g r ea ter 1m:.erest by banks in 
the bill market. I n every secti on of the country it 
was merely a ques tion of education. The difficulty 
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is that tne New Yor k market hrs been t he - has 
been l&rgely the bill - say, 9J percent of t he 
~&r~et for bills; and on account or the extremely 
10.1 rete bills nave ned for tnc last three years , 
tnere h• s been.. . Of course, pr i or to that time 
tney nAo no interest in bills, but during the last 
tnree yet·rs tney - on bccount of the lo•z rate they 
bougnt c.:l.n:nerciLl paper or they just kept their 
funus iule; the r ate "as so lo• it just di dn ' t 
E. ttrt"t them. 

It N"'s the impression of these bankers yester dey 
tl'VIt , with tho r a tes on bills r unning f r om" third 
to three-.. uLr t.e rs, dependi Jll: upon t he maturity of 
tr.e bill , b&M.l .. oulu be incrc~<singly active and 
interested in co!lling into tne o~orket; tna t the 
ue&lers wtre fiool1~ it e&si er to market bills to 
t.1e bt.n.<S outsi ue, as tne r 11 tes non- are sufficiently 
-.ttrt~.;tivtl t o .mere tney w&nt t o use tneir r eserves 
.:nich tney tw ve . 

Of cour se , the excess r eserve murket i n New Yor k 
is not t.s bad as we taought t. t one t ime it might be . 

.. nnt"t 

~ne excess resdrves ~osition is not as baa we thought 
i~; mignt btl af ter ..lay 1; in f act , it is considerably 
better . It &Ot tioKn around one hundred million at 
one time; it is now a t cbout 200 million. It is 
shout 22 per cent of t he total excess r eserves of the 
country , whE>rens t he fir st of l.lo rch they ren a round 
JJ percent; it is not so bwfully much of a r eduction 
in percent.uge as Ne thought might occur. 

Now, vnetner toe runas from toe country are going to 
drift back into New Yor~ or not, I don ' t know; b ut 
in either event, I agree that toe important tning 
for the ~ystem to do t s to try bad educate the b~nks 
outsi.Je of New Yor~ in toe bill c;nr~et , especially 
in t.aostl centers wnere toere is an accumulation of 
excess r eserves . 

Taat, incidentally, i s one or tne topics for our 
Presidents ' Confer ence ..•• 

••• on t ho seventh. 
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..•• on toe seve nth. 

Nell , you mentioned five hundred million . The 
minimum we're going to ask for is 750; tha t's 
the minimum. 

You told us that last week. 

Yes, but George seio five hundred; I didn' t want 
to just let that go by • 

.. ell, we talked to tnese fello•s on the basis of 
f1 ve hund.rea million, lolr. Secretary , just to get 
a fi&ure, not with 11 view to indicating what you 
were planning . 

Yes, but I didn't want you to go out of here today 
witn that figure of five hundred . 

That ' s wil~t you s aio last weeK - 750 . 

That ' s what Bell s aid and I s a~d , 11That • s the 
minimum; the. t • s the rniniruum ." 

I mignt ss.y in connection with what you say a bout 
bills tnat I have talked t o moet of the banks in 
Pniladelpnih and nt.ve founa n great deal of sympathy 
toward approacaing the bill morket , now thht Uay l 
is over . I tnink e arly next week ~r . Piser and I 
~ore goill6 to tal.r to L good many of the Philadelphia 
people ana .1e •11 nave more next meeting · tnan I have 
to s~:y now. 

r think it might be interesting to note from our 
meeting with the Advisory 0ouncil yesterday tn£t it 
was evident in some sections of the country that t he 
balances were being transferred to the central reserve 
cities; that there wos quite e loss of de;losits in 
the industrial communities tnat bad enjoyed favorable 
balances of companies doing business in there, that 
they had been concentrating the ba~ences in the 
reserve cities. Now , that might be some of the 
help that you have already seen - coming from that 
source . 

•·ell, hss anybody - I mean nas anybody inaicated a 
lac~ of willingness to bid on the 15th of June? I 
mean if •• •• • 
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bid. for bills? 

No, I mean for notes. 

No , on the contrary , th~;~re has b.een quite a bit of 
entnusiasm about a short note - intermediate note. 

90 

I think that is what the whole market i s waiting 
for; I think tha t they expect it . l bey have got 
these reserves and insteud of using the funds now, 
I think in view of this contemplated financing you'll 
find t hat tney are holding out wi th the i dea of bidding . 

I naa Bell look up if we bad ever offered two secur­
ities like, say, .e want 75J million dollars; we give 
tne~ tYo different Kinds of securities but don ' t 
specify tne aoount, lt!t t ne m~orket suy bow much . l.nd 
t1e finds <~e hsve dono it on two dii'ferent occasions . 
r or instance, we sty - ,;ell no", for e xample, say 
Ne 1d hr.ve ?;,:J million doll~>rs ; we 1a give them a three­
;evr note ana a five-year note and l et the murket 
aecide wnich one tney wunt and not set u limit . 

Just an option. 

•·n opti on on one and the ot.her . ...nd work it out on 
tne basis of percentuge on which t hey bid . .~<nd he 
find:> that on t.vo different occasions we nuve done 
tnat; they botn hc.ppened to be bills • 

.:ertif1cates . 

Certificates . But •...• 

It ' s a gooa toea . 

I tniM you could d.o it with notes , Mr . Secretary , 
if you did it wttn some new series of an e xisting 
note . 

Nell, I was just saying , suppose we offered a 
tnree-yeer and a five-year a nd let the market 
aecide wnicb they want . I mean I ' m just tnrowing 
tnat out. I mean everybody s ays a short note - I 
s uppose tl'ley rneen tnrce years; wnat I'd like tog et 
is five years, because we got a blank in 1 42 . Think 
about it . Say, "All r icht, we ' ll price it fa irly -
a three-yer.r and a five-year . ne want 75J million. " 
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·•lld let the e~arKet deci de which tney want and then 
~ pportion according to tile llmount bid . I mean I'm 
just throwing it ou~ a s on i dea . 

lhe only trouble is if you make tllose .•• • . 

139, ' 4v, ' 41, end ' 42 - September - ere all open . 
You ClllY wan t a 27-month or 39-month . 

,,ell, I want t o throw out the idea of having -
Letting the carket decide ~lich one . 

Ur . Bell , would it be J Our idea in a case like tha t 
to ~&ke it an addition t o an existing issue or two 
nev. detes? 

Not necessarily ~;n ~adition ; jus t two i ssues like 
110 1\0Uld offer at tny time . Instead of saying, 
" 450 for one er.d three for the other , n we 'd say, 
"750 for the combined, antl tllke your choice . " "nd 
tnen, when the subscriptions Here in, we ' d allot 
to each in the proportion which the subscription 
beer s to the total ~mount . 

.Aight msite an awful Sl!lllll r atlo for one or the other . 

Doesn ' t m~ke CIUCh difference . 

!io, we can al.vays t. t.O ;;.., it . 

I me&n for example 1~ might - ~ man Clight - ' 
t'ello .. doesn ' t in.ow; tnt t would be tne best f&Y to 
find out w~t they r ;;LlJ.Y d i<i w~nt . I mean if we 
got - we a~;ve an isauc cowing due in Dececber 1 41 
of 2J4 million, so we ntve been fooled ner e before on 
what the m~rKet rc~lly ""ul a take . I • e~ just t hr owi ng 
it out as a sugeestion . 

Ofl'nena, I aon •t s ee hny gre~t objecti on t o i t, 
especillly ii' it is 11n extension of a n existing 
i ssue . I do thlhk there is some possible a rgument 
&g&lnst offering two new issues and having one, for 
instance, sell for onl¥ o nundreo millions t nd the 
res" ell in t ne oth~r issue • 

.. ell, your ' 42 woulo hllve t o be & new date • 

• 
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i 'he trouble is tnose dates from thu t period of -
l'.i V~<-Y"~ r P~>t·ioa· of ex.isting issues are prett;, 
lr,r._., . 

!lo, I 1 .:1 t c Lting - Cov.;rnor l!c rrison s ;,i a if you t dd 
to Ln exislin~ issue ..•. 

• nt.y a rL •lr~au) large, you s&y? 

In Jun~oo l J4J ,,e iu ve 7)8 ollillion of notes ; in 1941 , 
5JJ ~illion; ena can call - Nell, in ' 41, bonas of 
tlJJ • '-l•l=>n in "ugust, Nni.:n you prob~:bly 11ould .. t nt 
to p~~~ up in tne June finan~ine; · ~ ~. of course, 
i!> vu:~nt . •htin , ou nave all of tne September financing 
aL•c. v t.cent - ' ;~ , ' 4J, •11 , a r.a ' 42 . Dece~bcr ' Jo 
is VLC60t . 

Only one risK by doing t hat , &nd tne t is if tne 
:ntr~& t is ve ry r eluct bnt to tOI{e a five -yea r note; 
it NOUlll be r atn e r a aisturblng demonstr~ttion if you 
should g 1 ve t nem t ne choice t.nd they sho.Jl d r lmost 
none of t nem t e.re the five-yea r no te . It wouldn ' t 
look so tood f or your next bond issue . It would be 
better not t o - not t o bive tntm toa t cn&nce, ur.less 
'/Ow t nin.t because it dll be o ver- interpreted, 
- s no..Ua tnink, in the ~rket . 

;;ell, t.ne otner tning I .ant. t o drew your attention 
to is, t cKe the ye~r ' 41, for ins tance; we ' ve go t -
le, •s see, tnere i s in ' 41 .... 

Busy yeur . 

.. • 1~e • v e got lJB5 million or notes coming due in ' 41 
now . 

Yes, ~;nd you•v& go' oJJ million dol!Lrs ol' bonds on 
•U£USt 1, Lnd you have 545 million bonds wnich you 
Can Cbll; so you've re~ lly got over 270J million 
ooll8rs of d eb' which you c a n tf.te c a re ol' in ' 41 . 

If y ou uentlemen d on' t g e t anything else out of me 
toaay - ana thut i s t ha t I t hink - the i de& of 
cul ti v;, ting in the minds of people, 11' it is pos­
sible , ~o i'1 ve-year no t e ; because I don ' t like the 
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•&Y sll that is buncned up 1n 1 40- '41 . And as 
I s ey , if we should go ' til June 7, why , of course 
.e' ve still got plenty of time, and t he thins may 
straighten t. round . But fr&nkly , I don ' t like a l l -
tnc way t ll that debt is bunched up, and there iS 
' 42 perfectl y blt:nk . 

• nere is one otner possibility , ~r . Secretal}' , 11na 
tnat is an issue into December 1938; th~t•s an 
o~en dbte, &na mbturities in ' 38 ere r atner small 
compar ed with tne succeeding ye6rs . 

I ~nos, b ut tnt. t is a g re!< t sign of wea101ess . I 
~on•t ftant to go b&c~ four yeErs ego , when I could 
only s ell so~etnir~ for a ye:r t:nd a nelf . I'd 
rl titer_ price the ' 42 - r ather p&y the extra money 
on c oupon and go out tnhn I would to go bee~ t o 1 3B . 

,/ell, I telked to the f~:~llons in t he shop yesterday 
t:bout it and they reel t Mt you c ould sell the five­
year note e l l r ight, but if it i s ~roperly priced in 
rell.t t1on t o other prices today it would be very likely 
to force all your othwr l ong notes to fall . That ' s 
the trouble; it 's a bad r elati onship . And that is 
ju~t a conslueretion . 

.. ell, ,;e got - as I say , r 10tncr t nan to come r ight 
up cl ose . . . . And another t hing- I mean if it i s 
one issue, fixed d~te , tnd 75J million, that is 
pretty b ig, piling thbt on tne 1 3j , ' 4J, or ' 41 
debt . It maAes it pr etty big, I mean. 

ell George, · just supposing - I mean tnEt 1
s wnEt 

.1e 1 re here for - 1 met.n right no.1 :; f1 ve- yef-r -
,,ell, ~o 1 t "Koulti only hf ve 1.bout a 2o/3:0 premium, 
which I wouldn 1 t reel woula be euougn . I me&.n I 
NOuldn 1 t .••• 

Five-year note? 

v:ell , d on' t you think that pr emium on e f ive- ycll r 
note a t 11 . ... . 
•. e figure<! 23/J:C. pr emium. 
.. ell, whether it's 23 or 2b - ne (Barri s) Just figured 
it this morning; ~aybe tha t ' s the difference, I don ' t 
101ow . You figured that this morning, didn 't you? 

• 
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Yes , just before I cact in. 

Af ter the mE rket opened? 

Yes 

He 1 s f igured it . 

Very sm&ll difference . 

,.ell , I t&uea to Uew Yor~t on that, and I think they 
put tne oer~tet b~sis Lbout e decimal point higher than 
1 d ia, altnough I thought t ~us being conservative 
on tnEt . 

~eecs a little lo« - 26/32 - at t he present ms rket . 

At first I t nougnt it would sell ~round e point . 

~. ell , supposing you sold ~;. ll; I mean is tha t enough 
~remium today to make a thing like that go? 

Well , ~>S you look at lt t.ouay ana sssuming no unto.•1a rd 
~vents in the Socia l Security ..•. 

No, jus• ~s we ' re sitting today . 

••.. probably I should tninA lt «ould . But I t hiDA 
tne peru lty yvu woula pay woula perhaps be to h&ve 
tne otner lor~ notes sell of • 

.e!.l, tn~t is sou .. tnLnt. w., • v~o all got to oreigh . 
•n~t is so~etning we •ve got to weigh as asainst t he 
aesirability of uistributing our maturities . 

I · thlnA> tha t 1 s a bnltm.:e of convenience a !XI judgment 
t nere, t ha t ' s r ight . I agr ee with you tnat I certainly 
at this stage of the game would not put out of con­
sioeration e five-year note, and I wouldn' t want any­
tning I nave said t o be construed that way. 

~<s I s uy, if you don' t get anything else out of me 
today, I would liKe you ~eupl' to go home with the 
thought , in t alking , th t there is a possibility ot 
e five-year note, and Aind of ta!X lt up a little 
bit . 
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Been some little discussion in the press; Il ve 
noticed two or three indications of that possi­
bility . 

I think frankly I would be ve ry unhappy if I had 
to go into I 38 ; I wouldn 1 t like it at all. And 
I have d one so many thin~s the last couple months 
tnut made me unh~tPPY that I- I ' d like to get out 
of that . I mean I 1 d much r a tber be a ccused of pay­
ing too high a coupon ~nd &11 of that , but .... I 
Clean .vhen t hey bet;in to t alk a bout five years as 
bein& long- t erm, nhy, I - I can ' t see i t . And ~s 
! sLy, if &nere 1 s a couple of ~eeks to go, so much 
lllBY na ppen. >ill£ t? 

t go one step further . I would think that, looking 
theLu, you naven ' t pu t ~ut of possi ble considEration 
un avulti or.;;l s .,ries of the snorter bonds, 1n - for 
instLnce, in plLce of the five-ye~ r note . I cneen 
you coulu eud, for ~:xemph , t o the 2~ ' 4<3- ' 51; if 
tn:J:>C e;o up in price bet•1ecn no•,, ~.oond June, say, by 
u <.U< rter o!' " point, th~ t would be ~ darn good 
issue ~o sell . 

dow much are tney s elling a t? 

L11st nignt t ney c l osbll ~ t p1 r 11, 13; but tney are 
off tnis oorning . 

uo.< mucn of tm. t is ollt? Ho.1 muci.t in volume? 

Ona billion, 2~J . 

'i.hLt ' s a pr ett:,' t:oou sized issue, 2 billion !ind a 
c.,u~>rter . 

But I uon 1 t tttinK you .c.nt to close your eyes to the 
possibility. ~n&t ' s one of tne suggestions tn~t was 
muae bS a possible nlternote - suggestion for & snort 
bono in place of your tone note , waich might neve a 
baci eff~ct on t.he res t. of your note mnrket . 

,;hr. t ao rou t hinK, ,layne? 

I lean very mucn to notes . 

Notes? 
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(!lods y e s ) 

1ell , I cert~ inly would go i nt p the short-term 
stuf f ~t tnis sta~e , b ecause it i s l ar gely a banker 
financi ng ; ~·nd you cc, n r efund t. nd c6rry out a pro­
gram of l onger-ter m f lntncing when some of t he 
present uncert t.in elements are r emoved so that 
lnvestor s come into the m~rKet . We ' ve got to 
.Look to tne m~ rket - loo.t for t he bond !D'' rltet, 
th· t is , the l ::mg-tcrc f i m ncing , to tne investing 
~ub-ic , Hno arc i nsurrnce compunies and otners ~no 
t.t tue :..o:uent &re o1.1t. Of it; ~no wnile tney a r" out 
::>!' tne cu.r.ret ,,e fimnct pretty. largely t nr olllh the 
b£MS, an::~ it se&m~ to me .;e ' d bet ter &ive t hem t ne 
:;nortl:r security, Rnere we ct n ~ et t ne f avor tible 
rt.te , ... itn tne e :xv.,.::tt Uon of the !'efun.:~ing , of t he 
lorJ<;er- teriil l'lnunclng, wnen t tu;t market opens . 

You t t.Ke a yesr from now, «ith t he budget pi c ture , 
it seems to me th~re would b~ no pr oblem a t al l in 
ing ;. s ubst unt ial tmount of tne snort-ter m d ebt in the 
m" r ke t . Ana a t t nis timll t o put out a bond - ii seems 
to me you' r e trying t o f or ce, in a sense, by giving 
i t a rat e th~ t is har dly jus tified - t o force o reluc­
t m1t public i nt o u rnt.J•ket . 

... nu you don 1 t .mo.1 thl t t ney are going to come i n in 
E.ny c ase . 

No . aut you ' re try1nz to do so~ething tna t hur ts 
toe confiaence i n t ne TreLsury , aurts t he picture 
~enerelly; .ner e•s ~ou ' ve got plenty of f unds i n t he 
snor t -ter o mar.tet ; bE>MS be gle.d t o t eke it. I' d 
give t aem ti note and get by this per ioa until your 
bUdget pic t ure begins t o l ook more certain, until 
& f ew of t ne se exi s ting uncerta inties tha t tend to 
nol d back t he exi sting picture ar e dispos ed of . l•nd 
t nen you can put out, it seems t o me, your l ong-term 
f i nancing a nd d istribute them in the hands of the 
public . 
Ur . Ghairm&n, I wasn't s 1.1ggesting today a bond issue; 
my preference toduy woulu be for a short note. Uut , 
as tne becretary s ays you mus tn' t put out of considera­
tion the five-ye&r not e , I olso feel that you must not 
necessarily put out of consider ation the possibility 
of opening up one 01 tnose snort bond issues. I would 
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not f avor it, nor ~ould I oovise it today • 

.. el t , I ' C: like t o g 1 ve one o the r suggestion, &nd 
tnt t. i s the posslbili t y of 1 bonu oa ted - two and 
t.hree-~unrter coupon d Lt~d 1942 a nd then go out as 
lonr, ns the mflrket wi ll t llke it, extend it •a s f a r 
us possible; t he - two und t br ee-quarters, 1942-X, 
going out as f ar as •••• 

Just ho.: f r.r? 

ell, I don't .o1o•1- 14 ... - ' 5J - go o ut just Es f ar as 
y .>u could . 'ihen t oe f act t m. t it is t«o and t nree­
•. ..!hrters ami tney may s&y , 11 ne ' r e paying tna t f or 
f1ve -ye£ r !Doney" - on t ne otner nand , i f ;vnen it 
comes uue ~oncY is cnea~ , 3 ou can c a l l it t hen . I 
~~on ••c liAe to nuve you people t a l k - I mean in 
1142 so:netb.1Tll: , nub? 1 meso Nh& t I •d like y;oula 
te a 1944-50 t~o ana tnr ee- 4uar t c r . But of course, 
tlle .J~ ricet, a t present prices, wouldn ' t t ake i t • 

. ll tn a two ~<nd t nre.,-<1UIIrter s coupon. 

/,bout wner e would it go - ' 42? 

:.light sell j ust ~ lit~le rbove p•'r, if t ney figured 
1t t o t he maturity d~:.te . 

~tell , t hey •ll have t o . 

>ney' d figure it to matur i ty aLte . 

vn, I snould think so . 

,,ell , I ' m t hrowing i t out . You people who talk t o 
tllese b~>lll{S , .vhica I don ' t , e.xcept a f e* i sol a ted 
cases - I mean ~ ' d like you t o t hink Gbout t na t . 

I ' ve run i nt o some objection to a l o n0 call period 
on a Treasury bonu . 

.. ell, ;naybe so, but t ake a lool< a t Fa r m Credit; 
t hey 've got some 2~-yuar call da tes , naven•t they? 

Yes 
.t.nd f i gure bow they sell in co:nperison to ours -
t nree years . 

97 

Regraded Uclassified



( 

ccles : 

tl • . • Jr: 

Lccle s : 

J..dl : 

- · ~ · Jr : 

Fccle.;J : 

-15-

Not rnuch difference . 

Ther~ • s no difference . 

1m; t ' s on ~ very ion!; bond, though, isn' t it? 

lle.re ' s one - ' 44-'64, ~hr e~; und 11 ,.w.rter . 

DUt it ' s a preml~~ bona; it 1 s figured at the call 
a&te; if it w~s a low coupon r 11te .... 

·• no. t is the coupon r a te? 

1hree acd a ~uarter . 

... t •• o &nu tnree- .uarters, it might change t h&t 
picture • 

• !. :.. . Jr: lhey don ' t like any t hing tu't ls nel'l . What I want 
to do is - I can wiggle ~< round snd study this thing 
a nd tblru; .... Anythtng but a 1)8- I mean anything 
but a ' Jd, -.ny tnJ.ng r c. tncr· tha n a ' 38 or 1 39 note; 
tna t ' s the way! feel . 

Er~oerlcK : You s a id three yeLrs, ~r . Secretary - option of 
tnree or fiv e :,-eurs; ttlbt wo ula brine you into 1 40 . 

:.c~l~;s : I tniru; three tears " "ulu be - tne baaks Noula be -
••oula twte "t •• ose .ti tn:>ut "~ trouble, possibly LS 

readily o.s toey woulJ " t ·,o . 

_, _ , Jr : You' a na ve to mthe i t Septe~ber ' 4~ -

. c;-lor : 

t!. .! . Jr : 

.-cylor: 

H. J . Jr : 

Or Deceober . 'ihree Lnd & ntlf years if you put it in 
liecember . 

~es, uecember woulu be still better . 

'lhere is one possibility thut might be considered •.• • 

In September would be before soruebody 1s electi on, 
wouldn't i t? 

I thi nk December would be a better date there • 

.Lhilll( of the poor fello.t thLt 1 s coming in. 
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1941 ought to fix hiw up for 1942 too, i f t here is 
anytning left after ' 41 . 

99 

nt this point in the r ecor d , you better put "lt.ughter" ; 
wouldn 1 t ;1ant this to be taken s eriously . 

t!r . Secretary , ti:lt:l'C 19 one more possibility thot 
might be considered ; thut is of a TreLsury note 
ccll~ble in three years and m~turing in five years . 

::e've gotten away from tn11t principally ~t the 
re,_uest of the !lew York market. They don' t li.ce it . 

No, I to~ wnot •e need is a little missionary work -
a little ~issio~ry wor.c for five years . 

I •d li.ce to ttno~ what the insurance companies and 
toe investors Nill tnink of t five- year note . I 
tninK your ro r .cet for a five-year note witn banks 
will be very mucn l eas than for u shorter note, 
and you ' d have to d epend more on the investment 
mllrket . I ti:link the investment market for a five­
year note 1vould liKely be lorger than the investment 
merket f or a shorter note . If we wan t to look to 
the banks, then we ' d have a short note; tnen you 
coula put out r.bout ull you want . " itn a f ive-
year note, it' s going to be split between the 
investment m" rKet ~<nd the oonks . I don 1 t bel ieve 
t.he ballAS would - t goou m~o.ny of them woulo co:De 
in as neavily on too five t.s tney woula on the 
snorter, but it may be that it would be fully offset 
by the interest tact soae of the investment institu­
~ions ond trustees o10Uld have 10 £ five-year note . 

Uoes anybooy nave - do you have any inkling, c ould 
you fi nd out, Geor,;e , ho .. t.le s t.vings - I think t he 
~lace to go is to find out from t he insurance 
companies and the s&vings people, who have all these 
funds up t here , wh&t attitude the~ woula take toward -
would t hey be in teres t ed in a f1 ve-year note . 

nell, they are a very harJ fellow to make commitments -
they Just won ' t do 1t - on the question of wner e t hey 
will c ome in on an issue . They slide all around on 
their guess as to wh~ct point th.ey ' a b e interested . 
! hey indicated, f o r- ins t fnce, t hat t hey' d be interested 
in the J , JJ J..J.J. bond, anJ .vnen they got tna t, they 
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said, no, tney ' d shlfted their point to 3 . 50; and 
when you got some of them to 3 . 50 they said, "The 
market ls so unsteady, we 1 re going t o bold off unti l 
it i s set ." And you can' t ge t them to c o11111i t thell­
selves, or even to prognosticete at what point they'd 
be interested . 

~nat ' s the long bond; I coula see that, but •••• 

.. ell, we mignt try . 

"e must have some funds in intermedi a t e , short-term 
m·turities . 

Nell now, I l'i'ant to r aise - anybody have ncy objection 
or see any reason why we shouldn' t sell a hunored 
million next Wonaay - 50 into September and 50 nine 
months? 

I aon•t see any r eason wny not . 

nnybooy ininK they wouldn ' t go? 

I tnink they ' ll go . 

o~hat will th&t make, three nundred million in •.•• 

~es, sir. 

lnLt will mhke three hundreu million for September. 

After Monday . Sell, 1f nobody has any ob jection, we ' ll 
do it, Dan . 

1hey ' re going easier eacn week . 

.ell, if there ls nothing else •••• 

!.lr . Secret~ry, b et'ore you au journ, I just wondered -
you seem to be looking a t tnis tning from one s ide, 
your not n:;ving anything m&turing 1n ' 42 . Have you 
seriously tbougnt about the o t her portfolios - the 
portfolio tn&t doesn't b~ve anything maturing in 1 42 ; 
tn~t ne might ~ant to buy something to fi l l up that 
eap or convert something else, b efore you pass up 
t he possibility of nothing but 142 - a note in 142. 
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I don't think I quite follow you. 

In other words, anybody with 
of mh t Uriti es, e speci ally of 
aaven't got any tning 1n ' 42. 
looAing for something in ' 42 . 
tnat fiela yourself? 

Personally? 

Yes 

on e qualized portfolio 
Governments - t hey 

Now, tney eight be 
Now, have you explored 

No, I haven ' t started yet, b ecause I let it all-
I bunch it all up the last week, because if I begin 
t&lAing it gets around too much. oo I concentrate 
all my interviews into t he lut ... eek of the financing . 

::ell, people witn contr ac ts of obligati ons to be met 
annually, and who have lookea to your Government bonds 
as part of t heir portfolio - I think they would have 
in their portfolio a gap which they would look for 
and look with favor on if and when you put out a note 
into ' 42 . 

Well , that ' s why I think tnese men who see these 
bankers and these people- that ' s why I keep- I 've 
said about three tioes tha t I wish they would talk 
to the~ about ' 42 . I thiDA you're right . 

I think your possibility i s good in ' 42 . I don't 
kn:>\T what the rate - wnot r ote it would t ake, but, 
studying it, it looks like s one and three-quarters 
ought to ride . I don ' t Ano·N t hat you Ifill get much 
bank buying out of t ha t, but I thl..nk you ' ll get a 
lot of people that uave contracts in five years - take 
those bonos - who v:ill 'Nant muturities. 

••ell, if some of these people t hat see the bankers 
every day would sound t hem out - and insurance 
companies - it •ould be fine. Then we could meet 
again a week from today , i f that is agreeable to 
everybody . 

Mr . Secretary, in that connection, would i t serve 
your purpose as well - and your associates - i f we 
met on Tuesday next week i ns t ead of ~/ed.nesday? The 
only reason I suggest that is that I find I em out 
of close contact with the members of my Board because 
I have missed several meetings with t hem, ~nd those 
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meeti ngs take plece on Wednesday . I don't know 
wnether it would serve your purpose Just as well . 
I em perfectly willing to muke it Wednesdey i f 
t hat is preferable f rom your point of view. 

They have their r egultt'l' directors 1 meeting of the 
bank up ther e • 

.'/ell, I don ' t know. '.'le have always met Wednesday ; 
it ' s just sort of fitted in. 

I am perfectly a greeable t o •• • •• 

It ' s our bill market day, when we settle the question 
of bills . 

Well , I can manoge .•••• 

No, I mean I don ' t ~new why; why have we always met 
on Weanesciay? 

Habit . 

It gives you one more dey - I mean one more day of 
consider a tion . 

Of course, another r eason i s that our Board have 
a r egular meeting Tuesday . 

I 1m perfectly a gree~oble ; I merely want to raise the 
question. 

,/ell, let ' s see, does it im:onvenience aeybody else -
.'.ednesdc.y? 

,1ell, I' m sorry, I couldn't be here next Wednesday, 
but I c ould be here Tuesday . 

And 1 don ' t want t o make an inconvenience for anybody or 
if it doesn't serve your purpose as well . 

There would be two more . 

rlell , I t ell you, we ' ll meet on next Tuesday , and 
the following week come back to Wednesoay, and you 
{Sinclair) C6n ~et 6C,,UL1nted with your Boaro . 

I think it i s pretty i mportant t o nave that contac t 
next week with tne Pbtladelphia s ituation. 
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~et • s meet next weeK on Tuesday and the following 
weak on ilednesday . 

I f tha t •s fully convenient ••• • 

Any time Tuesday afternoon? 

No, 11 o 'clock suits me . Is that all right? 

'!'hat's fine with me . 

.kll right . 

• 

Regraded Uclassified



TREASURY DEPARTMENT 

WMHINGTON 

!0 m IFJIUII• 
.., 19, 193'7. 

You .. D4 • to co -.all: onr tbe !r ... arJ tta.oi.Dc to -
•betber or aot " be4 ner ottaN4 tor eubocriptlon two lda4a of freaiU1'7 obUptloaa wHh a Hal\ oa the two ooabiae4 rather thea a Halt OD aach teeu., s1:r1DC eubeori bera a ohoioe. I t11l4 that we haTe uda two IIQCh ottarlDCe, ao tollont 

1. 0.. l--.rT 2!1, 1932, the !reaarJ 1Drtte4 eubacriptiolll t o two oari .. of oartitioat .. of ia4ebte4Daoo in the agrepte 
,..oUDt of t:seo,ooo.ooo. O..a Mriaa wao tor ou aoDtho with iDtareot at \be rata of '&-1/8 per cct aa4 tbe other Mriao -• tor oaa yau at 3-3/4 per cent. !he circular which ottaN4 theM cartlticatao tor oubocriptioa ha4 the tollewiDC prOTiaioat 

·~• -t of each Mri .. to be hi"CIM will be 1D 
the proportloa that the total eubecriptioaa tor 
that Mri .. beare to the total eubacriptloDO r.­
oai•e4 tor both oariao.• 

Ia a44itiOD the SDbeoribero ..... pna the prirtlep ot aaldas J)OO'IMDt tor eubacriptioaa allotted. iD !raa1U17 blUe 
aatunac at that u... !he total wbocrlptione race1Te4 aDd tbe allotach ...S. ....... tollowat 

Si:r aoath O..a Tear 
lu.btqrlptiopa rte•iye4, Ctrtifiqdtl Ctrtitipatee 

Caah SDbaoriptiDil.~ - - - - - - - - - - - - • 391 II ~ bille ottan4 aa4 -henr;ah - - - 15 II 

!otal wbacriptioDI - - - - - - - - - • 396 II 

AJ1 ot F'' Mf• 
!rea•r.r \ill achnp- - - - - - - - • - • 
Oaab ... beorip\lou vp to tlo,~ - - - - -
caa~~ •beoriptioae tlo,ooo t o t!oo.~ - -
Calli •beoripUou t!oo.ooo to tl,ooo,ooo -
Oaah 11l'baoript11Jlle OYar tl.ooo.~ - - - -

total ..,.., allot\ell - - - - - - - - • 228 II $ 144 II 
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2. On lilareb 13, 1933, the !l',..aiUIY otterecl tor wbecripUon 

two aerie• ot cerUtloahs ot l.a4Aibteclae .. 1a the aarecate -t 

ot $800,000,000. ODe .. rt .. wa• tor the 80Dtbe beariliC 1atereet at 

105 

4 per cot, &114 the other eerie• wae tor D1De 1000.\he, bearlDc 1Dtereet 

at 4.-1/• per out, !!'be clroulsr ottertq theee eertittoat .. tor w'b­

ecripUOD coo.ta1ne4 the followlac prortaloal 

1 !1'he &IOOWlt of NCb eert .. to be hiUeol will be ill 

the proportion that the total ~beoriptlou for 

that .. nee bean to the total ~beoripUoae r. 

ce1Te4 tor both Mr1ee,1 

lA e441Uon the wbeoriben nre pnD the pr1T11ep ot 

lll8lc1Dc ~eDt tor the eubeorlpUou al1otte4 in aaturiq 'J.-3/• 
per ce~~t !l'reaiUIY certlttcatee &114 2 per ceDt !l'raa1UJ7 certit1catea. 

!be &IOOWlt ct the ~'beorlpUone rece1Te4 aD4 the allct-h aa4e 

were a• tollowel 

8abaoript1opa EJC•iTtA 
J'1Te 80Dtb 

Cttllt1ga\ta 

Cash eubecriptiona- - - - - - - - - - -
llchallp eu'becrlptiollS - - - - - - - -

!otal au'bocrlptioDe recei•e£- - - -

.4llotwta •• a , 

lxchallp ~beoriptiaaa- - - - - - - - - -
Oaah eubecrlptiollS up to .10,ooo- - - - -

Oaeh subecriptioDe OYer .10,000 - - - - -

!l'otal aoac>Wlt alloUet - - - - - - - -

• 616 II 
29811 

• 914 II 

liM 801ltb 
Certl t1oa!t• 

• 919 II 

It will be Doteol that the two ocoaslODe CD 1thicb n ban 

cttereol !l're&IUJ'7 MCuriU .. 011 tbh basta, blltJl haft iaTc1nl 

tho eaae ld.n4 ot aD obliptloD, that ie, the !l'raaiUIY cert111cate 

ot 1a4a'bteclae .. , 1'e haTe neTer ottereol, for last_, a !raaeuq 

Dote &114 a !l'raaiUJ'7 bo ... , lol\ I c.DDOt at thie tiM ... ezq real 

obJection to a proce41lre ot that ldn4. 
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PrtPared by: 

TO 

, .... 

Le• renc& H. Se1\ser, 
Aatla tan t Director of 
Rea oa rch and Stat latlca: 
Sidney o. Tlokton. 

&ecre~~tba 

Ill'. !1111.~ 

10~ ,..;, 

:PARTMENT 

- MMUNtCAnoN 

...... 11-.7 19, 19.H 

Subjea\t Short-tara Clbaraoter ot I•..Uata J'luaclal bqldra.eah 

1. !he !reaaUJ71• t1Duo1ac requir...,h are aen ill proper peJ>oo 

specthe wben 1t 1a 1'86lh..t. \bat our 11ft_.,. requira.enh are a 
al\o«ether tc the cold aterllla&tlOD PI'OCl'Uio 

(a) Were 1t net for the cold atarllization procra-, 

the ! r ea-=7'• oaah baluce tcdq would be ~roU..t&q 

$1, 200 llllllone; and there would be no oooadOD tor 1\lrihar 

,..... -.,. borrowlac, eza.pt for bill 1eau.aa ottered ill 

entlo!patlon ot qurlerlr illcoae-tax reoeiph. 

(b ) The rena..t. budcet .. u ... taa oonta1ned 1n the 

Predcl.ellt'• nea-ce to Ooncreu ot .April 20, 1937 1n41cah 

that no w bllo t1DallolJIC tor the pgrpo" ot t1DaJl..Sy tl!t 

4et1o1t wl.ll be n-e•ary c!Dr1JIC the re.alnder of ~he 

preaact tlacal Ja&r .,d cl!lr1Dc the thcal Jtar 19311. Oil 

the oontr&rJ, between !Ia¥ 1, 1937 ..,d June 30, 1931!, eou 

$1,300 a1lllone net of oaah wl.ll btoOIIt a••a1lable tc retire 

!rea-=7 bondt, nohe, and billa ...,. held b7 prt.,.te 1nnetcra, 

or tc illoreaae the world.~~e balance. !hlt net exoea• ot oaab 

rece1pte wl.ll arhe out of the non.-oaeh character of the 

upendltur .. t or the Ocrr...-nt Life Ineuranoe J'W>d ..,d the 

014-.Ace :a.aene ·J.ooov.nt, and ou t of the reoe1ph f%'011 talee 

~f 1Jil1 ted statea I&Tince :Bonde and tlneq)lo.,.ent !ruet J\md 

depoe.ih (a•.-tnc the ooneUtutlonalU,r of the tax81 1.-.i..t. 

unde!' the SOcial SeOQrl t7 Act). !hit h uolnehe, hoWOTer, 

of arq f1Dallo1JIC undertabn to finance the COld etarllhatlon 

procru. !he rolnant t1~1 are .-rtsed 1n !able t. 

2. .Apart hoe the cold eterllhatlon p~, the ICibtdnle4 

OXOOtt of oaah reoeiph onr oaah 41tburt-h aur1nc the next four­

t een 110ntbe ,1e web u tc Mite arq nn .onq requ!.--enh aur1nc thh 

parlod of 41tt1nct!r iiiii>Or&rT obarMter. Olllr ~f of the proe­

peetln exceat of net oaeh reoeiph would be 4IJlOIICil tc raite oar 

etfecthe caab b•' .., .. to ~ruillate!r tJ-,000 aill1011to !he i•e-

41ate tiDallolDC tor nplllliehiDC the oaeh balence ~ theNfore be 

abort-tam 1n obaraotar. 
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3• !be cUre ..,at of fwi4Jo eohe4Dle4 to be -.Aa ••lal>le 

tor n4uct1cme 1a U.e prhatel;y bel4 pabllo ~-. ao1uhe of lai!W 

stat•• SarlDC• Joa41, 411riac U.. aa:t foart- .,.u.. ooal4 'ft1'J oo­

cei.-.blT be aoMdecl. by the requir•eah of U.. col4 etarlll•Uoa 

p~· Bet .. .,. ~ ... 23 M4 MaT 14, aet co14 eterllleatioae 

-ted to $654 a1U1o!ll , of wblob $225 III.Wou wu reoehe4 u 
A!lril. Obrlouel;y, 1f «<>14 aoquleHioae &TU.Ced $125 III.Woae per 

aCllt.h 4ari.Jig the next foul"i- 110nU.., tbq WO'QJ.4 -ancah $1, 750 

a1111one in that per1o4. 

Oil the other haD4, howeTar, our proepect1Te aet oaah a;~cdliuree 

for go14 acquleitloae - alJOQt ~S llllllon• bet...,. • 111 u4 De­

bor 31, 1937, by 111'. Bell ' • prel1•1....r, eett.M.tee - are of Ter;y epeclal 

chlrectar, It the•• aoquleltloAe "~'~ ncar414 •• peJWUlaot, 1t h 

mr•elT UDlllteq that n WO'QJ.4 fiaaaoe th• b;y later .. ~ obll­

t:t.Uooo of a:tJ:1 oharaoter. If thq be reprde4 ao ""'orar;y, thq rill 

obTiouely be b11t 11nanoe4 by ehort-tera obllcatlollh 

4. It 1a IIIP&rlllt fro• U.. forecoiac that tho 1•141ah .... de of 

the Treaeur;y coul4 be properly proT14e4 by tha eal• of ehort-tera 

obllptlono, !'hi. a do .. DOt - that it WO'QJ.4 be iJII>roper to otter 

longer-tera .. curiUee, 1f the -.rtet ~ee.nd recepthe to the latter. 

'!'he large ~1ume of nee.r-tera -\uri tiee now ouhtan41ag would proT14e 

urp1e eoope tor the uee of ue111 oaeh reeeiph for debt retir•ct, 

"'" it the 1•141ate ehort-tera n"4e .. re IK!t by tho eale of loacer­

tol'll obllgationo. llnartheloeo, the p11J1)ort of thh ao~ia h that, 

t aken by itee1t, the June 15 financing arlee• out of toaporary, rather 

than longer-tara, requiraenh. 

\ 
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!Ula 1 

Je\ oileD«• I.D \be tree•"7'• oaeh poat.Uoa, - 1, 19J7 • olDe ,, 19JII 
Jl011-a4111C cold a\eT11haUoa &ad ... pabllo 4ab\ offerlale 

(em-s>\ 1J1d ted 1\at.. larlJIC• Joll4a) 

(Ja P'llitee pt 4pllep) 

I - 1 • I hl.7 1, 19J7 • I h\al 
I Jpae JO· 19p l7M ]0 193' I 

Jr?•'p·t• 
Oez>eral reoaiph 11 
J)epOtitl t o 'IJA.-plo:r--t '!rile\ Jlra4 

Otber '""' aocCIWlt recelpta 1/ 
Jet aale• o! tJ. S, larlac• liOII4a 

total reoe1ph 

lrn'"myu 
General e:q>eudl iur.. 11 
'!'rut e:q>endi iurea, et cetera 
lletire.,ent o! ... tum 4a b\ 
lllilreMIIi of AA,tuied lenioe JollA' 
lleUJ"ef!lllli o! aaiioaal 'balll< 110iea 

Leu IIOII-<I&Ih elq)elldltol.nal 
Ia•ntaont of Old•.lc& J.eael"ft .Aoooaa\ ~ 
IJrrooiaallt of 'IJA.-pl~\ '!rile\ Ja4 "'.1 

lleUr.eat tu4a • 
Spec1el 1uu- ~...-t LUe 

lii!IOZUO& Jlall4 Sl 

foiel •-ell pP&D41 ta.re• 

!otel oaeh e:q>&D41 ta.re• 

Jet chance in oaeh poet Uoa (em••• of 
reooiph) 

~ 
( 

1,133 
65 

_I 
~ 

1, 535 
115 • 20 

---12. 

1,660 

....iU 

~ 

6,91)6 11,0)9 
576 lilll 
~ at 

.....m ~ 

Yli wm. 

7.32'J 1,11!19 
800 

.., 
25 " 75 " __15. ---'I 

11,299 9.959 

5'10 ~ m 
73 73 

......::. 5ll 

LlS Ulll 

~ w:6 
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.us toted 1>71 

•• 

Sul>Jeota 

tawronce B. So1taor, 
AuiotMt Dl!"ec\or ot 
Reoearch and Statlotlco1 
Benr, C. lfurpJIT, a.n4 
Sldne7 o. !lckton. 

SocrotarT ~Ilea 

Xr • .. r/1 

lENT 

DA .. llq 19, 1937 

.Ralatln .ld:nlltacll ot a ~You aDd a Sborte~na •oto 

1. Currant quotaUollo illdloate tbat, giTOil equal !'9C4!Pthit7 

b7 the aart<et, tbaro would bo Uttlo poillt ill otfori~~C a DOto hno 

of leu tbaD 5 )'0&>'1 -turU7, UD101a tba -turi\7 wre aa oborl ao 

2 year• and 3 »>ilt ho {s.Ptoabar 15, 1939) . 

J.a ot lla7 18' o clooo, tho dlttereoo ill ..-trot 71•14 b .. 

boon our loJIIoat outatandllll DOte - -turi111 Doo•bor 15, 19111 -

end tho 110to -turlng oe.rlieat ill 191to - llal"ch 15 - ao leaa 

thaD 17/100 of ou perconto Ia other wol"do, tho ""'"" ot 71ol4a 

for note h auea •turlnt: i n 191to ..,d tharMttor 1a oo flat tbat 

"' saYing of oD17 1/8 of one parcct ill OOti()Oil rato could bo 

lledo b7 puitiJII out a 3-)'0&>' or lj..)'Oa>' DOte ao a&aillot a 5-')'0&>' 

note. 

'!'be outotand1111 DCto houe •turilll J'cme 15, 191to 1o ooU.. 

log \o 71old 1 o39; allll it a alAllar haue wre ottoro4 at thio 

tlme 1!1 th a 0011P41l of 1- 5/S porcct, it would co-d a prcia 

of 22/32, it 1t oo1d at a Ulr:o 71o14.. J'or an a44Hi011al 1/S ot 

one percent eot;)Oil, a ~7-.r DCte COQ14 bo oold ( ooqpoa rate of 

lf percct ) , Such a """• it priaod b7 t~ ...-trot to 71o14 

1. 55 percent , woul4 cc-aD4 & pro.iua ot IIPS>l"'xiatel7 31/32• 

( lxtJ'*POlatlJII f'roa tba ..-trot 7loldo OD O'Clio\andillc DOtoo , tho 

lll&ricet 71o14 of the an DO to would I!PPJ'Oxiato 1. 53. ) 011 a 71o1d 

baolo of 1. 60 poract, t~ pr.-1'1111 Oil thio DOto -.ld I!PPJ'Oxlato 

23/32· 

It .... , a1-.r, thorotoro, tbat a ~7-.r 11<1h h \o be 

pretOJ'l'od t o a 3- or lj..)'Oa>' DOte, trcoo tho atandpobt of pr .. 

T&iliJII lll&l'kot 71o1do • 

2 , .1 1-3/S percct 21-7-.r DCte houe, •turing s.Ptoaber 15 , 1939, 

bowenr, ccul4 bo ottorod at a •rlDt: of 3/8 of one porc•t b eo~~poa ao 

COI!iP' rod 1!1 th a ~7oar DO to. 'Z!hio elate l a DOw opOD. Such an hno, 

C&I'J'7iDc a ooQPOD J"&to of 1-3/S paroct, ~4 e-el a pr.-1• of 12./32, 

non it it 11014 DC bettor tban tho Dooonbar 15 , 1939 •tul"it7 - 1 . 20 

perout. It, ao 1a aoro Ubl7, it aold at a ...-trot 71o1cl. mcl.w.T boiftoll 

tho ho adjac..,t DCto •turltloo - 1. 18 - it woul4 ooaaall a pr-.iliJl ot 

15/32• tither ot thole proc1uu ohould be ...,1o tor a 21-7-.r 1110to houe. 
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s.cratar.r Worcentbau - 2 

} • It the market lJIIProT .. i!u.rlllg the nan ten "'-Ta or two nalte, 

" 5-;yur lt peromt note woul4 be preferable to the ouccaate4 1,.}/S 

percent 2Wea.r ieeua. Th1a h true beoau.a or the hea"7 oonomt~ 

Uoo of aaturHlea 4urinc the next four calendar )"MJ'a, which, uolu­

o1n or billa, t.1110unt to the followtnca 

$ 1 ,946 ailliooa 
2, 762 ailliona 
2,S54 aiWone 
2,219 ailliona. 

4, If the market e,ppeara to be unaettlad tan del'• or two nelte 

heace, and the risk of an unfa-.or&ble reception 1a to be miniahed, 

the L-3/8 percent 2f-yea.r 1 .. ue would be preferable. 

It 1a hi&hl7 probable that baDlt.a genera.lly, and partia­

larl;r tboee in our larger t"'.Miloial oentare, would greatl;r 

p refer a 21-T&&r to a 5-YMr note heue, d.e,.pita a differelloa 

of 3/S of l percent in coupon. Th11 p ra.farence for a eborter 

caturity h llkll;r to be aeeeotuate4 it the market beaoaee 

mora uneattled and ie likel;r to beeo• IOlllnbat 1e .. pro­

nounced it the tone and etnbility of the market 1J1Pron. 

It h to be noted that the eubeortbare t o our leat two 

5-Yaar note heuae, who etill hold them, now han a p~er lou 

with rupeat to the .. iaeu.ee; and that eiailar eubeoribara to 

tha nut praoedinc 5-yee.r note are on the marcia in th1e r .. peat , 

the bid prlaa at the 11a;r lS clo81 betnc under par. In 'riew ot 

tha unta-.orable uperienoa of eubeoribera to the leat fn 5-T&&r 

note ie1111ea, a 5-,...... note offering, unlaae the -.rlcet U!prona , 

might be rlakler than 110uld otherwlee be the oaae. 

5· The marlcet ;rtelda on our longaet ouhtandinc notae are poe­

libl;r lower than tboea at which aJ>¥ eubatantial TOlume of additiOD&l 

euch aot .. could be aold. Th1o 1e true b-e• there h a natural 

reluctance on the part of banke to oell CloTal'DIII8ftt oaourl Uee oa whl.ol> 

they would reall&e loeea., llanoa, it 11 prw!.ct to take accoWlt of 

the poeoibility that th1e aeotion of the Mrlcet -.r be a Uttla nabr 

thaa h indicate4 by market quotation• alone. 

On the other haad, an athii!Pt to offaat th1a factor, ae nll •• 

the CODaldaratioft Oited naxi abon, by 811 _...,IllY large preai1UI on 

the ntw heue, Jli&ht han the effect of turther dapra .. tnc the quo~ 

tiona for Ollhtandinc freanr7 notaa .,.d for CIIU' .. di..-tara boob, 

the abnoraal pr•l• be inc poaalblT latarpretad aa a racop1 t10tl by 

the TrM...ry that the gob~g )'itlda ahould be ao•nbat h1cher. 
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6, It would be pouibla to hade• the dechioa be'-a a 2Mw.r 
aDd a ;-rear note, and thereby to reduoa the rhk inwlnd in the 

latter otterlac, i n either one ot two ,.,., (a) loth h auea lli«bt 'ba 

offered w1 th no 11Jd t on ai ther but w1 th an ec&recata llai t or $750 

ailllona; or (b) both haua od4ht be offered in fixed aounh, aq 

$450 milliou of 2-i-:raar DOt .. and $300 aillloaa of 5-year not .. , 

!oth alteJ"DatiYaa haTe the a4Yant&,ta of recluoiac or aU.. 

1oat1Dg OIU' reliance upon the aarlcat ' • reOIIPtirtt:r to a ~ 

note h.,.. , and yet pamit the offar1Dg of ;-7ear obllpt1one, 

The f irat al ternatin haa the adY&Dtaga of pal'lll. t tillg the 

-.mt to taka the whole aaoUDt in !>-Tear notea 1t it dea1r ... 

!7 the eaae token, ho,...er, it would p el'llit the aarl<et to take 

the whole 8100UDt 1D 2i-?-aar 110tea. '!'he h11;her J!I'Dbable preia 

on the ;-7ear notee llit;ht lncluoe .,.'bacript1ona tor thia h.­

by thoae who 1nt011d 1-ediatel)' to raalhe the prelll.ua 'b:r the 

sale or theoe DOt .. and the 1n• .. tJaant of the pl'OCHde 1n the 

ahortal'-'tera 1uu, and thh ai.:ht diiPr&U the prlcea of all 

our longer nota aatur1t1u, If, 011 the other hand, the priiPO.,_ 

derance of the .ubaer1pt1cDa 1a for the aborter-tara DOtaa, 

UDfaYOra.bla co ... ant reapactiac the oontidence or innetore in 

t he exlatiog l&Yal of aediua-t ara 1ntereet rataa llit;ht reeult, 

The ucood altarnatin hat the abantage of definitely 

recluoiac the aha or each or the two otterillge, !he r ... tn ... 

tion of t he ;-;rear note offerlnf; to eome $300 ailltona would 

daftnitel;r recluoa the rlalc inYOln d 1n IW:h ofteriac: and the 

anilabiltty of a 2!-:rear nota haua 'tiOuld attract fluids that 

'tiOuld not 'be 1nnatad 1n a !>-Tear taaue . If both haua wre 

tuU:r aullacrlbad, thia t;rpa of ao\a of f arillg 'tiOuld be leu 

likely to elicit the t)'Pa of adnraa co•aot that 111f:ht reeult 

1t the priiPCilderanoe of ruaoript1Cila, under the p rertoual:r 

di eauued type of Joint offerlac, •• tor the aborta:r-tena 

note. 

:fl l 
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Ma,y 111. 111:57 

The secretary today sent tor UoReynolda, R3an and 
Wilson. He said, •Aa I understand 1t, after June 1 
t he guards are to be under Secret Serv1oe. Jonee, the 
guard at my entrance, 1a eat1etaotory and whoever goes 
on besides J ones, aa his relief, 1.naemuoh ae you take 
lt over as or June 1, I want you, W1leon, to select him. 
If you haven 't got a man who 1B reepone1ble among the 
guards, I want a Secret Service man detailed to th1e poet. 
Two or tllree t1mea a week I want you to go through the 
door al. !.he private entrance yourself and see how the man 
i e getl.lng along. 

11 ') 
--~ 

'I also want R3an made Superintendent or all the Treasury 
buildi .ngs and I want you, UoReynolda, to draw up an order 
~oo !.hat errect. • 
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c L!ay 19. 1937 

Thi s morning I carefully read the documents sent 
roe by Robert Kelley on May 12th from the St ate Department. 

I n r,oing over the history or the Russian debt 
ne~;otiations I have come to the conclusion that it would be 
! t upi d for me t o raise the debt question with the Russians 
.t this t i me . Bullitt handled the negotiations in a manner 
thnt he has irritated the Russi ans. 

The President asked me to conduct the tri- partite 
t~ reeo~nt with France and England who owes us billions but 
why shouldn' t I go ahead w1 t h our t alks with the Russians 
Without rais i ng their debt question, which is only about 
100 milli on dollars , 

I , therefore, decided that I will go ahead with 
my t nlks wi t h the Russi ans about gold and not r ai se the 
debt ~uostion unless they do. 
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»hbTING ON HOOSIBG llay 19, 1937 
3: 00 P.K. 

Present: 

H.!l.Jr: 

Bell: 

a .li.Jr: 

llcR: 

a.II .Jr: 

llr . McReynolds 
Ur. Bell 
Ur. Daiger 
llr . Opper 
llr . Patterson 
r.Lr. Ihlder 
llr . Linda Ill 

Bow, llr . UcReynolds, who's going to talk first? 

I ' m going to listen. 

lle too. 

I ought to say something, but I haven ' t got anyth.1ng 
to say . 

Hell, you people have been fussing around here long 
enough; you ought to say something. 

YcR: I •ve got myself in the frame of mind of always 
criticizing what the other fellow has, so it' s hard 
for me to produce anything. 

Now, I might say that, es I told you, Daiger and I 
sat down and talked about the possibility of modifying 
the Wagner bill by placing the initiative on the local 
unit to acquire the pr operty and start the proJect, do 
their own financing, the Federal Government to grant 
in the aggregate not more than 25 million dollars a 
year as a gift to these various proJects that met 
certain specifications with respect to the type ot 
proJect, to be laid down once they are started. 

Now, llr. Ihlder and llr . Opper particularly, as I 
unde.rstand it, are quite in disagreement with the 
possibilit y of any such proposal becoming acceptable 
or useful . The alternative, as put up by llr. Ihlder, 
would l illi t the g rant made by the Government to 
25 mi lli on dollars a year, but also would undertake, 
througll Gover011ent financing, to provide approximately 
200 mi lli on dollars a year as a basis of loans to 
these local organizations. Now, the r easons - there 
are reasorus; I wouldn ' t want to under take to state 
his r easons why that has to be done. 

But i t seeas t o •e t lla t the thing to do, if we are 
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H.ll.Jr: 

Bell: 

B.N. Jr: 

Bell: 

B.M.Jr: 

Bell: 

B.ll. Jr: 

Bell: 

115 
-2-

going to get aey place, 1s to decide . Row, I 
suggest that Daiger and Iblder and probablf 
Clarence Opper sit down and undertake to redraft 
or modify some of these billa to come within the 
limitations tba t they b e given before they sit 
down to draft it . Now, it they can be told wbat 
they must limit themselves to, I think the thin& 
could be worked out within that limitation. But 
I didn1 t think it would be desirable for them to 
sit down again, certainly so far as Mr. Opper and 
llr . Iblder are concerned, t o undertake to draft 
something that they didn't - themselves didn' t 
believe would meet aey useful purpose or be 
acceptable. And on ~ own responsibility, or at 
least second-banded, I didn1 t want to tell them 
what limitations they'd have to place on it . 

Now, you've got this memorandum that the President 
gave us? Were you with me, Dan, when be •••• 

No, sir . I saw the memorandum. 

(Opper hands 111e111o to B.M. Jr) 

Well, what be had here - I mean using this as a 
model Just tor a moment - let's drop everything 
else . Onder the President's proposal, the city 
would have to spend t 200, 000 to buy the land, and 
then they'd have to borrow t 360, 000, I take it, from 
private sources. •ow, the Government's contribution 
is the t360,000, or 45 percent, which is to come out 
of Mr . Ickes• revolving tund, see? Row, it we granted -
if we took 45 percent in grants - bow aucb is the 
revolving fund? Let's Just - bow much is there lett? 

About 145 million dollars in securities. 

Let ' s say there's a hundred million dollars. That 
would build • •• • Bow aucb would be another 55 
percent? 

About )00 million dollars tor the projects . 

300 million? 

45 percent would be 135 aillion. 
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Elow much projects? 

About 300 million dollars. 

Now, when the President - let me give you a little 
background on this . This isn' t =Y formula; this is 
his . And his answer was that if they couldn't build 
houses on that basis, then they ere crazy; end he 
was very emphatic. He said, "lf they can' t go out 
and build a house on tha t basis, make it pay, then 
there' s something wrong with this whole thing," and 
he said be wasn ' t interested. Now, he turned to me 
end said, "You and 1 could do that. • He said, "All 
you got to borrow is 36 percent on a million dollar 
project, and if they can' t do that then there's 
something wrong rl th this whole business." 

Could I suggest, Ur. Secretary, that as I read that 
it is 56 percent; that is, the 20 percent that goes 
into the land bas got to be borrowed too, doesn't it, 
by the locality? 

Well, I suppose what he bad in mind was that they ' d 
b~ the lend out of - unless they borrowed - b~ it 
out of going revenue. 

Well, they'd have to put in, either out of their 
own funds or borrowed funds, 56 percent of the total. 

Well, they wouldn' t have to put up 101; we put up 45. 

We put up 45 of the building cost, not 45 percent of 
the total, according to these figures as I recall them. 

Well, 1 see what you mean, but here - here's the 
th1ng now . I mean l' d like to s tart out on this 
track. After all, what we ' ve been trying to do, 
end what we were told to do, was t o try to work out 
a formula on financing. How, 1 1 m not going to attempt 
t o say whether people wil l or will not build houses on 
this formula . I'd like t o exhaust this formula -
method of procedure which the President has laid down, 
and then after we have taken it send for somebody 
like the Tenement House Comm.issioner of New York and 
say, "Supposing this were suggested to you; could you 
go ahead and build a~ houses?" Then send for somebody 
from somewhere else, some other people; send for half 
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a dozen hous ing aut hority managers and sitaply a ay, 
"On this basis, what could you do?" And ask Mayor 
LaGuardia, "What can you do?" Send tor the repre­
sentative of the various Mayors and put tb.is up t o 
a dozen cit ies: Nill they build on tb.is basis? 

The thing that we don• t want to do -I mean that 
I don't want to do is - and there ' s no indication 
that the President wants to do, is to commit this 
Government to any 59-year program. I mean I'm Just 
not going to be any party t o it. I mean if we have 
to put up 25 million dollars a year for 59 years -
and there's no indication on his part that - t he 
slightest interest on b.is part that he wants to 
commit b.imself t o put up 25 million dollars a year 
for 59 years. 

Is there anybody 1n tb.is room tha t can explain t o 
me - I've asked it again and again - what the cen­
tral government of England does, how they make t heir 
contributions? 

I think I can. 

Can you start with a mill ion dollars? If London 
County Council was going t o build a million dollars 
worth of houses, how would they go about it? 

Xes . The million dollars or housing would be 1n 
itself a local operation. The London County Council 
would be the body which had the raising or t he tunds . 
I may say that t here are two ways of raising tunds 
for English housing. The local authority would con­
d~ot the inquiry into the housing conditions; it 
would initiate and plan and execute t he hous i ng scheme 
itsel f, and it would then op~rate and manage the pro­
Ject. The local government, 1n the case of t he larger 
bodies, such as London or Birmingham or Leeds, or any 
of those places, would sell their own bonds i n the 
market to raise the funds tor the housing. We have 
to r emember, however, that in the absence ot the 
Federal tor m ot government, tbe central government 
has the power to compel the i ssuance and sale or 
those bonds for these housing purposes. 

Now then, of those communities that are too small 
or whose credit is not available - is not accessible 
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to the general bond market - there is made available 
to those localities the funds of what is known in 
~ngland as the Public Works Loan Board. The Public 
Works Loan Board is a bodf which has been in existence 
for a great many years. It operates with a revolving 
fund r esult ing originally from the sale of s t ock, and 
it makes l oans for a great variety of public works 
purposes , including housing, to those localities 
which would have to pay a high rate or which would 
have no call at all on open market funds . The result 
is that t9e costs of housing in general approximate -
I mean the financing costs of the money approximate 
the rate of consols, the r ate on - they approxi~~ate 
the rate on consols themselves. I had a check made 
on that interest rate a few months ago and there was 
scarcely a~ d~fference between the two. The result 
would be approximately the s ame as if we in this 
country sold Treasury bonds to raise the money. I 
mean in so far as cost is concerned, it would compare 
with our long-term Treasury rate. 

uo they have the tax exempt feature? 

No . 

Well now, where is - what contribution does the 
British Government make? 

The British Government subsidY is in the form of an 
annual grant which is proportions te to a contribution 
also made by the ldcal community, and it is through 
that payment on the part of the central government 
and of the local government that the total subsidy 
is accomplished. And that subsidy is based not on 
the cost of the project, as bas been proposed in 
t~s legislation, but on the number of persons 
rehoused in the process. 

So much a family? 

So much per person r ehoused. 

What is the relationship between t he local contri­
bution and the federal contribution? 

Currently, about two to one; about two-t~ds for the 
central government's contribution and one-t~rd 
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for the local one . 

Now, the difficulty, Kr. Secr etary, i f I may point 
out - and I thi.nk Kr . McReynolds misunderstood one 
part of our conversation the other day •.•. I haven ' t 
sugges ted that we can a void the ma.king of these loans, 
as has been proposed in this legislation, because I 
am quite certa in that if we did, we would defeat one 
of the purposes of the subsidy - I mean one of the 
purposes of the whole operation, which is to bring 
down the cost of the financing and the cost - and the 
schedule of rents . 

You mean it can't operate on 55 percent . 

Wha t did you s ay? 

You can' t -you mean you can' t operate on that . 

No , let me say tha t you would be paying a higher 
cost for money if we had to resort to the private 
capital m&rket; I mean if these properties had to 
be financed as if they were r eal e state operations , 
you ' d pay a great deal higher r a te for your money 
than you pay on the Treasury r ate . 

True, but if we give them the - s ay, the three percent 
rate, we've simply got t o go a round and t ax the people 
to make up the difference, say, between three and 4i· 
Somebody makes it up . 

But if they were to pay for their money five or five 
and a quarter, and then you granted a subsidy, the 
subsidy would pay .that interest in very l arge part. 
That is, it would ,be two to two and a quarter percent 
that would be t aken out of the subsidy. 

But you see, the President can' t get it through his 
head. He said, "On a formula like that, if people 
can't go ahead,• - he thinks - he says, "there' s 
just something the matter with this whole business." 
And on this thing there ' s no subsidy. Be just thinks 
it • s crazy. ae said, "It's Just crazy. " Be said, 
"If they can't house people on that basis, there ' s 
something wrong . " 
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Of course, the answer is there is something wrong . 

What? 

There is something wrong. 

!lr. Secretary, I'd like to state .... 

Say anything you•ve got on your mind. 

• • •• briefly what the difference is. The problem of 
getting the rent down and the problem of getting the 
cos t of the building operation down are to a large 
extent separate pr oblems . 

!:.ntirely. 

How, the President has predicated this suggestion 
apparently on the one element of getting the original 
cos t down. That has - getting that original cost 
down, ev€:n if you got it - even if you got it down 
50 percent more than is indicated there, does not 
have a proportionate effect on the operating cost of 
that property. 

True. 

And does not have a proportionate effect 1n decreasing 
the rental s chedule . 

Have you worked out a formula of financing? Have you 
been able to do it? 

Well, I may say frankly that I have never been 
assigned to it, so I haven't ; but I should be per­
fectly willing to undertake it with some of these . 
others who have a little more public - I mean I can 
understand the financial formula; I don' t profess 
to be a public housing man. I don• t •••• 

Well, let's put it this way. I 1d like to - should 
have said thi~ at the beginning - I sincerely would 
like to see this thing done; I really would like to 
see it get going. They' ve fussed around with this 
thing now for three years, and they haven't found the 
answer yet. 
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All we are supposed to do here 1n the Treasury 
is to find a financial formula; that's all. I 
mean that ' s our sole responsibility; and, frankly, 
we haven't been able to do it . Now, I don't want 
to get into tbis arguaent - I've tried it once or 
t ·.tce and I get lic.ked - as to whether there should 
be slum drainage, or slum clearance, or low rent 
housing, end all this terminology, and - I mean I 
can't get any two people to agree and Mac tells me 
the same thing, that nobody will agree as to what 
you want to do. 

Now, Monday night they had Ur. Palmer over at the 
White House and he talked to the President tor an 
hour, and he completely di sagrees with you (Ihlder) . 
I mean not you personally, but •• • • 

I know I tl!lked to him the other day; I thought 
we were in substantial agreement. 

No, I don't think so - I mean as to his - I mean 
a t least - well, he didn't mention you by name. 
I just mention ••••• 

No, because I think we were in substantial agreement, 
except he wants demons tration proJects, that ' s it. 

Well, I didn't- I ' m Just using .•.•• 

So I think the only ground that we are safe on 1s 
the ground of finances. And can we - c an we take -
can we give the President a formula? Now, say, "If 
you want to bouse people so that it will cost five 
or six dollars per room per month, and so the Federal 
Government on its principal wil l get its money bock, 
but that you've got to make a contribution of so much, 
here's the way you can do it if you want to do it." 

Mr . Secretary, Mr. Ihlder was up to see me a little 
while ago; we were t a.lking about so1:1e of the provisions 
of his bill. I suggested to him that there were one 
or two fUndamental points t ha t had to be agreed on 
before any f ormula could be written, and one is, first: 

. Is it the intention of the President, or is it your 
desire, in approaching this bill , to assume that there 
is to be required a local initiation and financial 
contribution to the proJect? 
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The answer to that is "Yes." 

Whenever • •ve talked to the President, he's always 
emphasized it , but none of the public housing people 
seems ever to have heard him say it. 

Well, I've heard hicu a ay it . 

I've beard him say it repeatedly. 

Be said it Monday night. 

It's the first thing on the memorandum. 

Definitely. 

Wel l t hen, the ••• • 

Excuse me . I mean we - what we got over to him is 
this: Lacking legal right of the Federal Government 
to condemn, he is completely sold on the idea that 
the community should buy the land . 

Well then, lacking the means of having the Federal 
Government do it at all, directly or indirectly, you 
have to face the fact that that will mean a great 
curtailment in the area of operation of the program, 
because of the l ack of enabling legislation or the 
condition of existing l egisla tion 1n a large number 
of states . !low, whenever that has been brought to 
the attention of the President, I have beard hia 
say, "Well, let t hem get tbe legislation in shape." 

Be said that Monday night. As I understand - did 
he use tbe figure two- thirds of the states now? 

I think that be was told last year at one of the 
meetings that two-thirds of the states probably could 
not do it . 
Well, be used the two-thirds. But he definftely 
said, "Let the states do it." Be said, "We ve got 
enough states who have legislation t o begin'th1s 
thing ." 
Yes. I'd Just like to check soae of these things, 
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because there is seldom agreement . I mean they 
make a great deal of difference in the nature or 
the financial foraula. 

Now then, one other point that is or equa.l impor­
tance: whether or not the Federal Government is to 
have the obligation of a state or municipal body • • •• 

I don't follow you. 

••• • representing the security for the loan. I mean 
whether the loan made by the Federal Government is to 
be a loan which is in effect a lien on taxes, if 70u 
please; whether the security received by the Govern­
ment to represent the loan made by the public housing 
authority - Federal public housing authority - is to 
be the obligation of, let us say, the State of Maryland 
or the City of Baltimore, or i s it to be the obligation 
of some public housing authority which does not have 
the power to pledge the credit of the state or the 
city. 

Well, from this formula here I would say that the 
City or Baltimore would have to go out - City of 
Baltimore housing authority would have to go out · 
and borrow the money. 

Well, we ' re assuming - I'm assuming here that it 
will borrow it from the United States Government. 
I mean if it borrows it from the United States 
Government, what kind of note does the Government 
get to represent that debt? Does it get an obliga­
tion of the State of Maryland, of the City of 
Baltimore, or of a public housing authority which 
lacks the authority t o pledge the credit of the 
city or the state? 

Well, I can't answer that. 

That is an extremely important question. 

You're too far ahead. 

I can' t answer it . 

You can' t answer that, because you•re assuming, when 
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you ask that, that the Federal Government is 
golng to undertake to loan the money . 
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I mean if you're going after a formula , one of the 
formulas you will have to consider • • •• • 

I can't answer it. I ' ve never heard it put that way. 

The reason I raise that question is that t he Wagner 
bill and the bill drawn by Mr. Ihlder and most of 
the bills that I have seen on this subject go on the 
assumption that there will be loans by the United 
States Government secured by mortgages, and I sug­
gested that politically it i s i nconceivable that 
the Federal Government can take a mortgage on the 
property of a state or local government. 

Well, under this arrangement, if we followed this 
formula , we ' d give them 8 45 percent grant - to 
the housing authority - and then we wash our hands 
of the thing . 

There is no question of loaning involved there. 

The question that you r aised doesn't exist if we 
follow this formula. Then the housing authority 
in turn would go out and loan .t-om private funds. 
So if we followed this, the Federal Government 
wouldn't lend them any money. 

No, I understood you to say a few mlnutes ago that 
if it could not be done by this formula and you had 
to follow an alternative formula •••.• 

Now wait a minute. What I said - let ' s follow this 
to its ultimate limit and show the President, "Now, 
we have taken your formula and we have worked out 
this thing and we have submitted it to various - half 
8 dozen housing authorities, and they say they can or 
cannot do it.• Row, if they can do it, fine, or if 
they can • t, •These are t he ob jections th.ey r aise. 
How, in view of these objections, wbat do you sug­
gest?• Now, I'd like to do it that way. 

I understood that you also added a little l ater t hat 
if you assumed that you wanted to get the rent down 
to a certain figure and to r aise that money, what 
would you do? 
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Well , I ns talking about what I - just from what 
I picked up around . But what I think we ought to do 
is to ta.ke this principle and submit it, say, to a 
half dozen different housing authorities and see 
bow they react. How, can the Hew York housing 
authority do business under this? 

Well, I'd like to suggest, llr. Secret ary, that we 
could work out that and work out one or two alterna­
tive formulas at the same time . 

But when you get on the al t ernatives, I can't answer 
you. I mean I can't say to you - I can't answer that 
particular question, because in discussing it with 
the President he ' s never crossed that bridge. 

You see, the point that I have in mind is, what kind 
or security the Government would get. 

And I can 't yet answer that. 

In other words , we don' t want to submit any alt erna­
tive plans if we find this one doesn ' t work. 

I think, Dan, we're under a mandate from the Presi­
dent to t eke this thing and - what• s the name of 
this young fellow who represents the Mayors• Confer­
ence? -

Paul Betters. 

- ask Paul Betters - ask him to send for some of these 
managers, or whatever ~ call them, of housing 
authorities to come to Washington and submit t his 
thing to them and see what they say . But until I 
have done that , I wouldn' t want to go beyond this ••• 
I mean some of you know me, and ••.• 

I had not seen that until yesterday. 

Well, l• ve been waiting until Kac told me •••• Ihlder 
sent me wor d be wasn't ready yet, it hadn' t cleared 
the var ious people . Isn 1 t that right? 

I 1m ready. 

Well , if you're ready ••••• 
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Only I didn't have that formula before me; that's 
news to me. 
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#ell, both Dan and I have needed a breathing spell 
on everything. Isn' t that right? I mean it's a 
question of physical limitation, of bow many hours 
there are in the day, and we just haven't had any 
hours . Now, I •m just trying to pick t his up. But 
as I say, lfac up to now had.n't told me that you were 
ready , but I thought anyway • •d let you go along and 
see what you could develop. 

Now, lfac, what do you think of taking this thing the 
way it is and submitting it to half a dozen housing 
authorities and see how they react? 

Well , I t hink if Daiger and Clarence and Ihlder will 
sit down with that f ormula and be sure that they 
adhere t o the formula and work out something of the 
procedure that would be required to carry it out, 
sticking meticulously to the authority that is 
i mplied by the formula itself, which is no loan from 
the Government a t all, the initiative of the project 
locally , and the contribution by the Government­
have the limitation placed, and when the thing comes 
forward in proper shape ••••• 

And no subsidy . 

And no subsi dy, no. Now, if you get that in shape so 
these fellows will understand it and you won't be in a 
position to argue about this - what t his thing means 
and - and then 1f Betters will get these fellows in • • •• • 
We ' ll have to be careful about not getting thiS Public 
Housing Association in; you want the responsible repre­
sentatives from the v arious different cities. Ihlder 
understands about that and so does Daiger - quite 
thoroughly, with respect t o the men to deal with. 
They'll come in ••••• 

Well quite frankly , I wouldn't want to go back to 
the President - I wouldn' t have the nerve to go back 
to bi.m until I had exhausted this thing. 

Well, when the thing has actually been up to the group 
representing the biggest units now organized and 
operating, and you know whether they would take it 
or not, that should help settle it. 
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Could you do this? Would th.is be agreeable, Bell, 
to you? oupposing we told Kac, beginning Konday, 
to get in - say, devote every afternoon, have a 
group come in every afternoon, and then let them, 
say, run it Monday, Tuesday and Wednesday next week 
in the afternoon; then let these people sit with them 
and submit it, ani then after you had heard what 
these two grQups •• •• •. 

I don't think they'll take very much time on it. 

The t 1 11 give you enough time to write out the formula 
in such a way that it could be understood by Mocday, 
will it? 

I think the formul.a is right there, Kr. Secretary , 
except for one question which I wanted to ask about 
it, and that is this: That deals with a project, 
theoretically, of a million dollars. Now, nothing 
is said about the total extent, the aggregate extent, 
either per year or in toto, of the proposed contri­
bution of the t'ederal Government. Now, it seems to 
me that might have some effect on the reaction that 
you get from these people. 

'Nell , what would you say, Dan? 

Well, I'd say that a hundred million dollars certainlY 
would be the limit. 

In one year at any time? 

Out of the revolving tund . And when you exhaust that, 
then you've got to go some place else. 

Well , this fund wouldn't revolve. 

This money t hat you 1 re going to give away comes out 
of Mr. Ickes' revolving fund. Of course, the Presi­
dent didn't contemplate any such amount as a hundred 
million dollars in the next year or two. He thought 
about ten or f ifteen million dollars, I think, in 
19)8 and possibly fifteen, twenty, twenty-five in 
1939. Didn't he? 

Yes . 
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Suppose you said what I understood at the first 
conference, Kr. Secretary: 15 Million dollars next 
year and 25 million dollars a year thereafter t or 
four year s . Now, tha t would make 115 million dollars 
in five years. We aren't ~oncerned as to what source 
it comes from, whether it• s out of Kr . Ickes• revolving 
f und or where . And Kr . Opper ' s question is, what is 
the total lim.it over what time? Supposing it was 
115 mil l ion dollars by 1942 . 

Well, it ' s a hard question to answer . 

Oh, I wouldn' t - I wouldn't want to comMit the Presi­
dent. If I have lunch wi th him Monday , I'll ask him 
how Much; I•d give you a figure before you see the 
people Monday a fternoon . But I wouldn' t want to take 
t hat on myself to answer. 

Can I ask one more question? 

Ask two more. 

You suggest ed this would be on the basis of the Federal 
Government put ting in the Money and washing its hands 
of the project . But would there be any objection, 
assu=ing the money weren't called for all at one time, 
to its being paid out in installments on some formula 
so tha t a number of pr oject s could get started this 
year and be paid off coMpletely next year, for example? 

Well - (laughs) - he 's going back to t he housing group; 
he ' s no longer with the Treasury. Going t o whangle me? 

It ' s not a question of going back. That ' s where I •ve 
been all the time. Of course, obviously, the total 
aMount couldn' t be more than would be perMitted within 
the period called for. 

Now, 1t I had t o answer that now, I would say that it 
would be 15 million dollars. If they started 15' 
proJects of a million dollars each, it would be 15 
million dollars. I Mean I wouldn't want to commit 
the Federal Government beyond t hat total cost ot 
projects. Would you (Bell)? 

I t hink it would depend on how far the President i a 
willing - if be is willing to go f ive years and 25 
Million dollars a year. 
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It you people - three out or tour Mondays I eat 
lunch with b.illl, and it you could have some of those 
questions written out and leave it, and put two 
questions to a page, I'll put them to him and let 
111m write the answers . How • s that? 

Fine. 

What? Tell you what we 'll do. Supposing we meet 
again at 11 o ' clock Monday, wllich would give me a 
chance to go over the thing. You (Daiger) are 
ac~ustomed to working under pressure, aren ' t you? 

Very mucll so. 

Monday the 24th. 

Is it asking too much or you? 

No indeed. 

I should think that it might be very important to 
have these grants go out over the period of construc­
t ion. Wight let them use the grant money first, but 
they should get it as and when they need it to pay 
for construction costs; shouldn' t get the grant all 
at once. 

Let's do this, "ac. Bell and I nave got all we can 
swing . Will you handle tb1s for both of us? 

We'll bave the arrangements made with the people who 
are to come in. 

And I~ll be here a t 11 o' clock Monday. 

ll o'clock. And we'll have the questions you want 
to ask. 
And between now and Monday, in case something else 
comes up, we can have an emergency meeting for a few 
minutes; Just wal.k in here. I think the thing to do 
is exhaust the possibilities of the President ' s own 
formula . I want to again say I didn ' t write it . 
And remember when you are preparing those ques tions 
that the limitation or your activity is going to be 
governed by the answers you get to the questions t~t 
tbe boss is going t o take back to the President on 
Monday, and you can' t come in with &nJ alternatives. 

Regraded Uclassified



O'' IICCOI' 
(llllt1151SiKJfl£-'l: ~WltRMM.IW.VtJiiiJI[ 

~-· ... __ _.._,;.f",.;,::~~ 

TREASURY DEPARTMENT 

WASHINGTON 

l.lay 19. l9ll7. 

130 

There are two poillta in'folwd in tile Collector lob<>re case. Tlw 

rlret relates to whetber he returned to h.:Doue Branda O!Uo, Inc. , 

proti te recai'fad ae a re~lt or pert1c1pat1on ill tho liquor ealee 

at•noy. The second i nvol'fta the quoation aa to the diapoattion ~de 

ot the etook to diTeat h1maelt end member• or hie immediate tamily 

ot oll intereet tlwrein. 

~ith reepact to the rirat point, t here ia considerable corre-

epondence be t ween the secretary and Collector ~ora, atartto& on 

September 12, 1935. The Collector'• letter• were illcletillite and not 

reaponohe. !'1nally, on No•ember 29, 1935, tile Secretary adclrened 

a cOCliiWI1ca t1on to lo.'oore 1llaiet1n& upon a detillite reply. ln ra-

aponae t o thie latter Senator Bulkley wrote the Secretary on December 

6 , 1935, indicating Moore•a willingne•• to di'feat h1maalt or all 

prot! ta by returning them to hmOUa Brande Ohio, Inc . , which COIIIPaDY 

bed esreed to accept the return or the prot! ta and 1Jimed1ately pay 

them onr to public charity. On December 16, 19:55, Collector lloore 

replied to the secretary• a latter and eta ted that be propoaad to 

return to the cc.pany such proti h a a he realised rroa t!Ua trena­

act1on "When and ea 1 ea able to do ao. • on J..-rr 2, 1936, tba 
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ldllmO· in re: c. E. Moo:ra. 

s-c .. tery aclalowledged tllat laUa:r aD4 atated tllat he undentood 

the ccllecttor•. letter •to be an undertakiD& OJl JOUr part all4 ill 

ballaU ot :vour te.atly to diapoM torthwitb ot ell illtereah 1n 

ramoua Branda Ohio , and to tum onr to it all dhidellda, pa:f118nta 

and proti te which are the raault ot your reapect1n connection• 

with that cccpany or ita predeceaeor syndicate. • In answer to thie 

letter CClleotor Moore wrote on .Tanua.ry 7, lll:le, etetiD& tbat he 

would cccply with the t.raa outlined in hie latter of Dece-r 16, 

~ Thue, Collector ~ore ipored tile exPreuec1 underatanc11D& 

of the secretary with reepeot to cccpliance and ailllply :reiterated 

that he would co~ly witb bia own terma outlined in hie letter of 

December 16, 19M. Tbe 1n.,.at1&et1on haa diacloaad that at no tU. 

haa Collector lobOre M4e p~t of any portion ot hie profih to 

ramoue Branda Ohio, Ino . He &h•• thr .. reuona 1n e:w;planat1on of 

tbia failure on hie part: firat, 1ndebtedneaa; aecond, aickneaa of 

bia wife and aelt; and, tbird, tbat he bee otberaiae made paymeDta 

to charity. 

11th reapect to bia indebtedneaa, it ia abown that ha and !Jra. 

IIOOre receind $1~,1~.18 f'rC81 the liquor apaoy; that be recaiwa 
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a aalary at t7 ,000 a r-ar aa Collector; and tllat he bad in..,.. f'rC8I 

anotllar aouroe durin& 111~ ot tl.~. On october 11, lll:lll, an asne­

ment waa entered into tor the purobaaa of their bome by lo!r. and lira. 

!.lOore at a coat of approXimately $230000. Be aaiiUMd thia beeYY 

- 2-
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L~IDO · In re: C. E. lloore. 

financial obligation within a little leee than ooa .aQtb atta r the 

secretary bad wriUen bill edrtaing tb.o.t be would be expected t o tu.rn 

hi• prot! te back to ,..oua Brande, and he baa a !nee reduced thh 

l ndebt edoesa to approximately $16 ,000. 

With respect to the queet ion ot illnoaa, •• are informed by 

uelst!lllt Collector CUpbell tb.o.t lll'a . lloore became ill in the tall 

or 1936, a year att ar the Secret ary had directed tbe moneys be re­

turt>ed, and that Collector llXIra hiJI:selt bee- ill in the current 

roar 1937. 

" ith respect to the third point , hie 1036 return 41ecl oeee a 

cloim tor reduction ot $100 aa a contribution to the Community Cheat. 

Thlo , ot course, baa no bearing an the underatuding with t be Secre­

t ary; eTery man in public lite i a called on to make s oce contribut ion 

to public cbari t abl e JDOnlllllllta. 

A• to the queat lon ot tho disposit ion or t he atock, it Ia abown 

that Mrs. 1/oore tr!lllaterred the sharee to bar tether, Or . H. p, 

'h lla, on J1111uary 10, 1986, three daya attar Collector lloore•e tina.l 

letter t o t ho Secretary, and t b.o.t abe recelnd aub .. quet to t hat 

date (January ~. 1086) a pa,.ent ot $900 repreeantlng the oee.,.,.r, 

103:1 41Tide lld, It na learned that, althoup tha Secretary intorMd 

Collector MOore a t t he cante rance oa July 24, 1935 , t hat it waa 

1111Propar t or bill or any •lllher ot hl a t udly to rece!Te protlh 

- :5 -
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~~. in re: c . E. Moore. 

trom a tranaaction Of tbie eort, yet a1'ter that elate lara. M?ore 

continued to remain a atockbolcler until laouarr 10, 1936, d irectl7 

rece i~ing total di~idenda or ~3,060, the laet one ba~ins been paid 

on January 30, 1936. In addition, l!ra. Moore reoehed e2 ,070 during 

1936 repreaenting di'ridaoda pa i d to bar rather attar the etock waa 

trenarerrecl to him. Ill other worda, Collector l.tlore not only tailed 

to repey any protita to Famous Branda Ohio, Inc . , but L~s. Moore 

received aubatantial additional income tram t ba liquor agenc7. 

133 

1han Dr. l alla wea 1Dtan1ewed during January, 1937, prior to 

the tiling or t he 1936 returns , be etated that be paid bia dau8hter 

tor the atock by canceling apecitio iDdobt ednaoo or $4,900, and that 

the di'ridond pal'l""nta wbiob be turned onr to ber 'ftre •1mP17 rurtber 

loana . HO..eTer. in APril, 1937. arter the 1936 retU1"11a bad been 

tiled, Or. Wells waa again interTiewed. He indicated that be would 

not diaouaa the matter turtber unleu legally compelled to do eo. 

The agent tnrormed bim that tbe intorut1on wee required becauee 

hie prior statements indicated e t axable profit to Mra . ~re tor 

11136. Or. Walla thereupon changed bia original atory and stated 

specifically that there waa no conaidaration paid b7 hila tor tba 

stock a t the t111111 or ita tranarer or at any other time, and that 

tbo diYidend peymenta a b1cb be turned oYer to Mra. M?ore ftre gitta, 

It 1a true that J.lra, U)ore•a atock in Pamoua Branda Ohio , Dlo., 

we.a tranaterred to Dr. Walla; t hat be waa tbe atocltbolder or record; 

- " -
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!.limO. 111 re: 0. E. 1100re • 

tbat tbo diTidond aboolte were ieeued to 111111; and that be reported 

tbo OliiOilllt ot di<ridoncla •• income 1D bia 19::16 retum. Tile reocn-U 

!ndioatod o bono tide aala ot atock and it • •• not until the diwi­

dond oboou ••re uaainad that it ..... aarned ot tbe andorMJDtnta 

ot suob cbeoka to ura. Moore totaling $2,070, ond it woo ~nly otter 

being !ntortlllcl that an !nco• tax inquiry •• be!ng at.do that Dr. 

tolls obanged hie a tory tbet $4,900 wee paid tor the a took by cen­

cellot1on or 1ndobtedoeoo, end odm!ttod tbat no cone1derat1on waa 

pale!. 

In coonact!on with the di~os!Uon ot tho atock, Oollootor 

IJoora boo stotocl ropeatedl7 that thia atock bad no IOilrl<ot woluo 

ond thot his wite could not •110nc1 it to a peroon on tho etreet.• 

.La a matt or ot tact, when the • took woo trenoterrecl 1onuor,. 10, 

1936, tho Deoelllber, 193:1 clirtdend bad not been pale! one! wee not 

peid until 1onuor,. 30, 11136, when ure. ll:>ore receind ' 900, which 

would be on 1Ddicotion ot tba than •slue; turtber, tho .hlaOila 

Branda Ohio, tno., waa an acti<ro bueinua at that time, oe !a n!­

dencod b7 the teet that dirtdonda ot $2,790 were poid on tho atock 

otter U na tronaterrad to Dr. weu. up to tho Ume ot diaaolutlcm, 

OocUiber 21, 10::16. 

In•eet1&at1on ot tho inoOM tax returna at ur. ud ure. Moore 

end Dr. Walla dou not dhclooo 0D7 1rroplar1Uoa. .u noted 1D 

the report ot tho oJIOOial esent or J!aT :S, 1037, or. lella returned 

- 5 -
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~110. in re: c. s. lobore . 

01 income tho diTidenda reca1Ted in 19~, which bia laat story 

lndlcatea be turned OTer to bia da~ter ea g l tta. Tbe Item ot 

tl ,200 reported on l.!re. !lDore •a return tor 1936 11 explained b7 

Attorney Carclner Abbott as edTilllce ccaspenaatlon to ber tor adrtaory 

work 1D a 11tbogreph1D& bualneea operated by bla. The $&78.06 re­

ported on l.lrs. J»>ore•a 111~ return ae receind tram r.cr . Abbott , 

.taent, relates to tbe liquor agency. 

TO 811.111C1erlu , it Ia aho1111, tirat , tbat collector lot:lore 1D hie 

correepondenca witb tbe secretary eTaded tbe Seoretary•e 1na1atenoa 

that tbe protlta be returned to hlDoWI Branda Oblo, Ino. , cd com­

mitted bimaelt Oll.l7 to the enct that be would do ao when end u 

he was able t o make oucb peymenta; aacond, that fol lowing tho Seore­

tary•a atat-nt at the conterenca on .Tuly 24, 111~, u to tbe 

1lllpropr1aty ot receiTiD& t'llnda trc. aucb eource, l.!ra . lloore ooo­

tlnued to accept 41T1denda trom the liquor agency, and , in tact, 

did ao t or a period or approxllate~ one 7ear and a halt arter that 

date; third, that tbe d i apoaltiOD Of tbe atock b7 turnill& it OTer 

to bar tatber, wbo na redding 1Jl tba same bmlae witb Collector 

lobore and bie wite , ne •rel7 a eubtertllge , aa Ia borne 011t b7 

t he toot tbet no coneideretion wa a paid tor the atoct, ud t bet 

- e -
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c. '!. Moore . 

ohe t hereafter recei1'ed d11'idend.e totaling $2,070 1>7 ... dor-~ 

or di'fidend checka o.,.r to ber b7 her tatber. 11h1le Dr. Welle bed 

eA unquestioned right to make such gitte ao be wiahed to hie daughter , 

yet it ia obnous trom tbe aanner 111. which thla entire tranaactiOD 

• •• handled that, 1t tbo laat atory told by the tether ia true , it 

•a• Cl8rely a meana to insure tbet lira. Moore would continue to re­

coiTe the profits from ~· Brenda Ohio, IDe. 

Stripped ot tba irrel8'fant iaauea which ba'fo been re1aad in 

this case, the a1ngle quaetion tor d etermination ia whether Collector 

lo:oore hae complied with the secretarr•a inetructione. The facta alld 

oiroumetancea aet forth herein det1citel)' abow that he did not; that, 

•i tbout reaaonablo exouee , he took no atepa wbate'fer to return prot1te 

u directed, and the tren.rer ot hie wtre •a etock wu made under c1r­

Clll:lltaneae which eg:ra'fate the or1g1D.al ottouo. 

- 7 -
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c 
B.li.Jr: 

Operator: 

H. li. Jr: 
James IL 
Landis: 

H. ll. Jr: 

L: 

H. ll. Jr: 

( L: 

H.li. Jr: 

L: 

H. li.Jr: 

L: 

H . ~~ .Jr: 

L: 

B.ll.Jr: 

( L: 

Hello . 

llay 20, 1937 
9:07 A.ll . 

Mr . Landis hasn1 t reached his office yet. 

* * * * 

Hello . 

Hello. 

Hello, Landis. 

Good morning, llr. Secretary. 

How are you? 

9:12 A.ll. 

~·ine, thank you. Say, I wanted to - ah - talk to 
you about what might perhaps be the Treasury position 
on this so-called Sabath bill. 

Ha-ha, ha-ha, - ha-ha . 

The reorganization thing. 

Very easy . 

(Laughs) 

Ah- it' ll take 11e a JDinute or two to tell you. 

Yes 

Night before last our good friend llr. Farley called 
me up, and - that he had just casually heard of a 
bill and that they - which took three thousand con­
servators and put them outside of the Treasury, and 
that as far as he was concerned he thought that that 
thing ought to belong somewhere in the Treasury . And 
be just had casually beard about it, but then he hap­
pened t o have the bill on his desk and read the 
n1111ber to me, see? 

Yea 

' 
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Well, I told him that I wasn't entirely familiar 
with it and I'd look it up yesterday, see? 

Yes 
I mean it - I - it wasn't ~ntirely fresh in~ mind . 
Well , yesterday , it seems that , according to people 
on the Rill, that llr . Farley had been in touch with 
the Judiciary Committee and had said that I had 
changed ~ position, which of course was not true, 
see? 

Yes 
Now - ah - then yesterday - I'm giving you the whole 
story, takes a minute or two - Mr. llcintyre called 
•lp and said Sabath waa over there, could I see him 
at once, and I said •No" and I could see him at 9:30 
this morning . Well, he s aid - Sabath got on the wire 
and said that he didn ' t know whether he could wait . 
I said, •Well, I'm terribly sorry, Mr. Sabath. I can 
see you 9:30 this morning, but not before that . • Then 
I went into a session with Oliphant and llcReynolds, who 
had seen them, and we'd agreed here that - that - bank­
rupt concerns should - looking after them should not 
be in the Treasury; -bello? 

Yes 
- that strange enough as it uy seem, that the intereat 
of the stockholder in a bankrupt concern and the Onited 
States Government were in conflict. 

That ' s true. 
And that, as far as we're concerned, we understand 
that you people over there made a study of it and we 
think it belongs - should belong in S. E. C. 

Yes 
Now it took me a couple of minutes to get around to 

that . 

Yes (laughs) 
But - I aean I want tp let you knOW that there'a -
there's evidently quite a lot of dirty work at the 
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crossroads. And I - and I first thought we ' d ask 
some of you people to come over he.re at 9:30. Then 
we thought it might be embarrassing to you. 

Yes 

But what I'd be more than pleased to do is that 
after I've seen Mr. Sabath I'll call you. 

Nell, that'd be fine. 

But we're going to take the position that we do 
not want it 1n the Treasury. 

Yes. 

I think we better get together, and it may be neces­
sary for you and me to see the President about it. 

I think so. I don 't know whether you know quite what 
our position is on that. 

No, I'd like t o have it. 

This so-called Sabath bill. 

Yes 

We're not for that. 

Yes 

The position of the Hill is that they have to report 
something out for old man Sabath. 

Yes 

And what we ' re urging them to do is to take a portion 
of the so-called Chandler bill ••• • 

Yes 

,,.and tack Sabath's name to it and give him that. 
We ' re - one of the chief reasons for being e gainst 
the Sabath bill •• • 

Yes 
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. . .. is tbat tile ad- - tile ec1a1niatrat1Ye o•erbHd 
tllat it looks to - l ooks t oward 1a aiapl.J tr•elll1oua. 
We t111nk - anc1 in our bills aet up a jurisdiction o•er 
reorganization 1n wl11cll, instead or taking o•er tile 
prime load ourselves, we build upon tile Judicial 
macllinery as it exina and put tile adlllinistrative 
brancb ot tbe Government a t tile aid of tile judiciary 
as a sort ot researcb advisory assistant . 

I see. 

Now - I mean tbat bappens to be our outlook on it. 
On tbe otller band, or course, we - we' r e disturbed 
if Jurisdiction over r eorganizati on and bankruptcy 
and so on would go soaewbere else . 

Well, it - it ougbtn• t to go a~ more under tile 
Comptroller or tile Currency tban it sllould go over 
to F.D.I . C. 

Yes 

You- you'll find.. . As I told our boys yesterday, 
I feel I ' m on tbe bome atretcb. I baven't compromised 
11J¥Se1f so far, so wey sbould I now? 

Yea 

Wbat ? 

Yes (1a~bs) 

I mean tbere•s no reason wey we allould band o•er tllree 
tllouaand - ob, wllatever it is - political - at l .. at, 
tbat 'a wbat tbey tbink or, 1n teras or politi cal 
Jobs; it's perfectly ridi culous. 

Yes 

And after Sabatb bas left, 1'11 call you. And if 
tbey're going to make a political issue out or it, 
maybe you anc1 I better go up and see tbe Presi dent. 

Yea I tl11nk so. All - I t111nk tile s ituation tllere ia 
•err ellbarrasaing t o ua because we don't want t o otte.t 
tbe Sabatll group on tile Bill tbat would like to do 10M­
tiling about tbe r eorganization probl e•. 
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I see. 

On the - but our position is tbat reall:r they're on 
the wrong track on this. 

Well, my position is - is perfect, because - ah -
I don't want it in the Treasury. 

Yes 

See? 

Yes 

And - so I •m glad you called aDd a!ter .... We•re 
together, aren' t we? 

Yes, I thlnk so . Absolutely . 

Well , I think that between us, I don' t know why we 
can't handle it . Just because Kr. Sabath broke down 
and wept bitterly • •• • 

Yes 

••• is no reason why he should be given this plum. 

Yes 

What? 

Yes, I think so. 

But you ..• 

I think - he's about one or the last men, I thillk, to 
haDdle a thing like that, !rallkly . 

He's either the last or the next to the last. (Laucha) 

(Laughs) 

O.lt. 

All richt, thank :rou. 

Goodb;re. 
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Operator: 

a .LI.Jr: 

James 11. 
Landis: 

B. II.Jr: 

L: 

B.M.Jr: 

L: 

B.M. Jr: 

L: 

H.li.Jr: 

L: 

B.li. Jr: 

L: 

B.II.Jr: 

Bello. 

Chairun r.ndis. Go ahead. 

Bello, 

Hello. 

Mr . Sabatb Just lett. 

Yes 

.. , 20, 1937 
10:01 A.M. 
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And I told hia.. .. He asked ae did we want it in 
the Treasury, and the answer was •Bo.• Then be said, 
•Where do you want it?• end I said, •over at S. E.C.• 
Then to make ebsolutelr sure, I sent tor o•Connor and 
set here and repeated - and told him that we did not 
want it in the Treasury. Bello? 

Yes 

And Babatb was entirely satisfied. And be asked • • 
where I wanted it and I said S.E. C. Then he said, 
•But the trouble is that Landis is resigning on June 
6.• So I said, •Well, 11U17be be's - he 1 s going to 
stay on, I don't know .• He said, •Well, if be's 
going to stay on,• be said, •I 1d feel entirely dif­
ferentlr about it.• 

Well , it•s pretty kind or b1JI to say that. (Laughs) 

Are - are you goin& to atay on until Sept .. ber? 

All - I haven't the slightest idea, and I waa goinc to 
see the - the President about it end see wbat be wanta 
ae to do. 

Well, I think 1t you could let Kr. Sa bath know what 
your plau were after the lixth, it-would aalte a lot 
of difference t o IWI. 

Ub-bub. 

low, that's that. low do you want - is there auythiDC 
else we can do? 
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~ell, that's - tbatta tine, I think. 

All right. 

That helps us a lot. 

O.K. 

143 

I think we - the r esult will be tbat we can worlt out 
a pretty good piece ot lesislation on that. 

Welli it - it :rou want aJ:11th1nc, O~iphant• a entirely 
taai iar with it. 

Yea 

And give either h1a or ae a rinc? 

A~~ risbt, I'll - I'll do that. I'll keep 1n touch 
with you. 

All right. 

Well .... 

Thank you. 

Thank you very auch. 

Goodbye . 

Goodbye . 
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HM,Jr . called ~be President and laid to h~, 1 Congratu­
l8t.1one on 1our tire~ caaualt1! 1 (Veto aeuqe on ~propri­
a~ion tor New York World's Fair.) 1 I~ will help our bond 
marke~ and we need it.• 

•we will be read1 ~o give 10u eoaethlng tomorrow morning 
on ~he question ot ~axes - the Job 10u g&.1'e ue to do. I 
would like ~o bring Magill and Gaston OYer with ae. 

•The amue1ng thing ie that the fellow who 1e red-hot on 
it 1e Uag1ll. He ie aar'l'eloue and he has done a grand Job. 1 

Tho President said he would give HM,Jr. an ~po1n~ent 
rigl\t. atter press conference ~o110rrow and ll:annee will 'phone 
the definite hour. 
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!01 
Pli(lh 

lle.y 10 • liST, 

I aa a"-.ohin& a -nu>d- tbat Chlo SoJ.ara wrote. at 

rq req,..ot. oa April 8th 011. tho oabjeot of BM ero .. acoti"fiti• 

111 tM JIUII.Iary tloodlo Ji.al.o lloooenlt. tbrCNp Dr, !'limA# 

baa a1Dcl to 100 a oopy ot tid. 1 -onu>d- bwt I cliclll't wuat to 

oolld it to h1a w1thcut :your perahliollo Dr, Olo1011. of tho 

PubUo U.alt!t Somoo, ill tba oaoaoo ot our trip to staplotaa. 

tol4 ,.. 1-tld.:Df; abCilt tbeir oxporio- w11h tJ. BM Cro11 

al.a1lar 1n -..111 to 'llllat Sohnra baa writtoa.. I bappoDN. to 

cli1ouu tbe •ttor w1th Dr, ,.......... ud lot Ilia ha.,. 1h11 -

n.lld~a ot somr.ra•1 to 1'0&4. Ill a lator oCIDTOraatiOil with 

Jial.o llooll'ftlt be tallat4 about; BM Croo1 alld PubUo U...lt!t 

rolat1011.1 &11.4 aoll\1.,.4 t.ld.o -ru4- about Cout Ouar4 S.. 

prooa1oaa. Ji.al.o tbml aaltecl 1f ho ooul4 laft a oopy ot it , 

Dr ............ •lltl-.t 1t to ... 

I tlWilr: tho wbolo W Croll thin& 11 prett;y ICilro 'bu.t I 

4cu'tlt that tba Pro11dct 1IIIUl4 W111lt to - 011. it at t.ld.1 ts.. 
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fOt ... J'ftar)r MNp INa 
rRCIC • Ill'. a..ta 

I -a~'"' a_....._ U..t ~ ...._. ,.,..... • 

ay ~ue.t, • April etta •• tN ~~alljeet et ... CroN afti'lltl• 
1a .,. J--.ry tl.eoole. Jt..ia loo-1\, t!tr~ Dr, ~ 
a.a uloid to aM a OlpY ot W a _._.._ llall I 4.1 .. ,, .... te 

....: lt ta Ida Witao-t JOV penoiaei- Dl'o Otae. et tM 

Pll'blio IIMltao 8anioa, 1a tao.._ .. ot ou r trip •• "-f~ 

told • -tb~ all•t tllair oxp.-1•- Wi~ ,._ ... Onu 

aiatlar 11l w ill to '1111&\ ..,_,.. tau wri"-o I ..,I rM4 to 
Ill-• tba attor w1• Jlr. ~'Una u4 let ld.a :.a ... tlaia -

n.~- et ..,_,..,. ta ......_ Ill a lator -roatt.• wUIIIII 

Jt..l.e a11nw1t be iraltra4 •• ... o .... &114 Pl&'bUa llrlaltal 

nlati- a4 .....,._. 11111• alolld Coor.n Ouu4 s­
P"Mi- Js.de ._ ...,._ lt u ~ law a _, ot 1\o 

Jlr. ~ --'1 ... it to-· 

I th1111t tu '1111&1& ... c- 1ra.1a& u p""T _r, wt I 

•• tW tile l'roeUat -u _. to - • Uo at \Ili a --· 
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~lvro 
Apr 11 & • 1113'1. -

JOMOIWCD1DI 14 7 

!ol Kro GuW. 

rrca: Cbio Soblral'S -

In line 'ld.\h our ooDWrnUoa a id ;pour requut 

tar tur\Mr data1la, I 1111 .. \UJ18 down 1101118 ot rq obaana-

tiona duriDa the la11118.1'7 tlooda 1n t he Ohio n.llq, with 

• .,.o1al amphaa1a on \he Coea\ G)lo&rd em 1\a relat10illl W1 th 

\be Red CrOlla • 

'l'ha 11111Jor oonolua1on to be dar1Ted trca tbi 

ldlola tregio azper1anoa 111 that \he operat10illl 1n auah a 

oat u tropu ahCIIlld not p:rop•l7 he depeJI4ant upon a.n orsuaiza• 

tion t'W:lot10il111C with TOlUIItaTT tuDUo In tbe publ1o llijl, 

the Red Croe a 1a -.a ol oaal7 linDd to the actual Goftr-nt 

atruo\ura that there 1a a talldano7 tO lo<* upon 1\ aa an 

ott1o1al ~DC7 w1th ibll authar1\T e nd r eap0D111'b111t7 

tharaot • 

M a •tter of tact, 11l precUcal oparat101l the 

Red Oroaa, bac••• it oont rola the puree atriDa~~ ·or tuDda 

OOD.\r1butad Yol.Uiltar117 1n re8J)OUII to ~.W.DUal ~peale 

IID.d prool•at1ona, d1raota aoat •r \he aoUrlt1aa 1114 \!Ia 

Arfl7'• lklsinaare, the Coeat Guard, Pllbl1c S.altal ottioara 

8.1111 o\hara are traquantlr .abord1nata4 to the d1otataa ot 

mora prorl.,lal ral1at author1t1••• 

It •n ~ couna be reo C~P1se4 tbat \hera are 

•Cllllll h18tll7 azpar1.aa4 d1aaatar upar\11 1n the orsa1aat1oa 

and tha1r k:Dowled&• oarta11llT 1a •a4ad, 'Wt the YW1 •tura 
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ot t.llll .. tup h noll u to. •II:• 1t umr1aldJe Tile aore att1a1ant 

arrall6aaant would ba tor eom r .. arn to ba ft'&1labla troa 

yaar to :rear to allow tor aob111zat1CIIl at ~ all4 Coaet Ouar4 

toroea whenew r tha Diad ar1aee. 

BJ 1lluatrat1oa, I th11111: 1t ahcluld be po1ntad 

CIQt that the late llloL1n s. Collca, Ttteran GoT-t aataorolo­

slet at hluartlla, bad da1te4 tbl Chloe go 41 T1e1 OD bledquartiiZ'a 

ot the Coaet Ouar4 u tar be.oll: ae laat _., to pred1ot au 

unu.suallJ high tlood thh put winter all4 had becgl4 tbl Cout 

Guard ottioera to prepare tor 1utluae aot1T1tJ• !11• followed 

bie auggaet1on all4 were 1 toh111& 11o set to the :ri nr at the 

tint 1nti.lllat1oa trc:a the weather au that hie prad1ot1oaa ware 

b elng bora~ OQt . Baoauee at the arrazrpaent by which the Red 
• 

Crou p~ t or the trmeportatioa, houa1us all4 nbaiatuoa 

•111111 and aqu1J!MIIt 0 ho .. Tar, tha Coeat Guard boata couldn't 

aon unt11 th17 were eo raqueated by tha Red Croae. .AII4 that 

wam•t dona 1u th1a 1uat ... • until .LocaJ. ohairan bad appealed 

to nat1o.Da.1 bll4qUC'tlre hare, nati-.1 Red oro .. heedquartlra 

bad o011111Uil1oated with Coeet 0Uar4 bladquarten and tbl latter 

ott1o• the ~pead1l7 ie.aed ardara tar tbl IIOftJiea. 

Ia otblr wor4e, all ot tbl t1DI dlta.UI4 wm-11: tblt 

hae been dona b7 torwar4-loat1q Coeat Guar4 ott1oara to prepare 

ataii41DS or4are tor uaa 1u noll au ••r111De7 (oop1aa at .aoll. 

ordere are 1a tbl halide ot ••• atatiOD boatawa.ia) 1a ot ao 

nul liMn uaoutioll ot euoh ardara baa to wit 1lpoll outa1da 

autharitJ that 1a aot axaroie14 1lllt11 tl:la .. l'IIDOJ hae 

beccae daaparata . 
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I .uppoae eo• at the llln'ar relltt aot1Yit1aa or 

thl Oon~t 1taelt hna bea opall to or1t1ri- flit anra'ft• 

smoa but 1t'a ~~allitad that neither the .UW, nor the Coaat 

Guard would be u UJIDeoaaaaril)' laT1ah 1n tile~ eda1D1atl'llt1ft 

•ot1T1t1ea u waa tba Re4 Croaa at ETuanlla. 
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With tba Weath• Bureea .upplJ1DC atllflll pred1oUou 

• .,.n in adTan-. at the open1DC at relief hladquartera that 

1Dd1oeted that oartah bu1ld1np naar tba r1ftr woald autre 

waahed-ou.t baa-uta a!d oonaaqact loaa or hlat1JIC pl ants ill 

a ehort t1• • tba tirat haa4quartC'8 ware aat up ill a o~ort­

abh hotel •]a) at on the r1 Yar. !bat luted fturadQ'• l'r1dq 

aD4 Saturda)' . l~Un tba tire wnt out earl)' Sunde)' ll0l'D1ac. 

nn)'th1ng waa acTed. talaptaonu Jallll:ed out a!d - ottioea 

eat up 1n a ballll: building tor KolldQ' end 'l'uaeda)'. B)' Wednaada)' 

it wu again MO .. aar)' to aow to ~ar srollll4. thla UM 

into thl Cou.t7 Courthouae 'llhere the Indiana Bat1onal Oaa.rd bed 

besun to aet up a a-blanoe at oo-ord1Dilted ett crt. 

Aa tor oo-UD1oat1ona. 1n a natural o~ttutropba 

ot th1a aort 1t 1e -Dlfltat that the Am7 cr Cout Ouerd 

would baya better raoUl t1. .. than a Yoluntar,. orpnlzat1on. 

Aa a reault . Capt . Re1Db1ua wu -re ot n .. da 1n 1aolated 

looal1t1aa betora tlle Ra4 Croaa ottioiala. Bc.aTar • the)' 

wre upeat WbaMTar the eapta1a would approw req1111ata bJ 
9'''' de.·f­h1a ._ tor pcal•lcm to reap~ 1xl t.a.U.ata Mecla. "' • ·-

tbara were _,. U•a ,.... tM rallll:1 .. Re4 Croaa people ware 

not na.llabla tor oouultatl•• 
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.1. 80011 porUoa ot the Red Oro .. • -pdp tor 

tlood tuDd• alao wu directed trca ITIIIUITille, with a rather 

l
e~orate publioitz •tat! oR baD! ear~ nell before the relief 

operatiou had been fullz crsa.~ai&ed. Aalted to oOR.ult 

with the11 ill the arraJl8taeDt of •atunu• to help the oapaisn, 

I pointed .out that it wu ra:r OODC eption of 111 Ollll particular 

reappu1b1lit7 to bandle preaa quer1 .. to our attioara i.a 
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or4er to reline tMII at that burden eo that tbez ai•t be tree 

to 4e'fote their tull. enersiea to relief operat1o111, that the 

eaerpnoz aotiYitz wu the tl:ret oonoern ot all OR the aoene 

and tbat attar the aituation waa wU under oontrol we 110uld 

naturallz be happz to oo- operate . tullz in anz aotiYitz thet 

would help in their tund-raillinU 

!here ~ were ia.tmo .. Where e~ ot the 

Red Oro11 people wanted to hold up badlr-needed Ooaet Guard 

aurt boata 'llblie it wu decided 'lib ather or not th• ahCIIlld 

n,. Red Croee nap eo thet photosrephe at the ectiTiti .. . 
would ahaw the ueooiat1on ot the Red Croee w1121 the operaUoae. 

hOIIIlee the ardara t cr aon•nte were dow -­

tba maJoritr or the Coaat Guard-n U. had auall nood 

e:rperienoe •• to enable thea to 1!J0 aooutinc up the rinre 11114 

tr1butar1ea ana tillll diatre .. oue• before oall• far help 

arrin -- at one tiM I ooUJlted th1rtr-t1n aurf' Mate tied 

up at h&MTilla lletore the r1Yer had reaout ita creat allll 

there were et1U-., -l'&'DOl IIPP&ele __.red. It wu 

nece .. arz to arpa nsorouall with the mwerael ad aUU -

• 

to pr&Yent th• trca ,.ldq llbote fl tbe ••-• tor 'llllioh the, illl 
or1S1Dallz eeeaed DaturallY to. thlllk the Cout Giard ~ reepoaa ~. 
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It 1a rrq studied -••t~~~~ oonclueion that 

bad e co-ordinated GOftl'Dllllllltal .. tup weather bureau, 

J.lll1, Coeat O~ard, Pedaml lllld State I:Balth ear'rioea -- ben 

prear1'8Dged With unified authorit:r , much ot the lou ot lite 

at Louin11le could baTe been preftnted. 

It •• probablJ mere coincideDOe that the 

Coeet Guard eetabl1&e4 ita tiret neti0111.l beedquartere 

in the au. place u tbe tiret regiODal ott1ce to r the Red 

Oroee, but that regional ottice wae onl:r tor the etate1 ot 

Illdien.a end Xentnoq. Wben calla tar belp btlsan t o arrin 

trom upri Yar pointe in tbe a tete ot Ohio, tbe Incllani.­

Xentuolc:r aan, DllturallJ .. akin& to protect hh 01111 region, 

took it upon ha.U to torbi4 ao~J. to tho• poillte 

outside ot hie dietr1ct. It wun't orders arriftd troa 

" J.~iral wa .. c~ attar Yarioua Senatore and Repreentat1ne 

had rela,.d appeall t:roa their h~ centers t~t lllCh plac .. 

were ginn adequate tloat1n& tacilit1 .. . 

G 
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TREASURY DEPARTMENT 

ltfTD OPPIC& COMMUNICATION 

..-•JIDfDI al ,_ DlY'I 
~:rntDI • llt.Y IMia 

"' ~ ..... ,. 
,....,. ~ 10, lilT 

~ c.-lul-r iwMll &Jill Ida aul.-... aro ~1n1ac 

tbe ,..pcr\8 tw le~ 'b7 _.,. ~ o.-l~ at t• r-' -

tor- of I.tenal let- A&-'-• f11q '"''-'to pft ._ ......U. 

taUOD plaa 1Jito ott.n 1a Jlallu, lle1r Torti: u4 ID Pnaol-, • hl;( lat, 

Corta1a otbltr oba&e• are -'•IIIla~ 1a 1be tlol~ •aui•~­

pMral~. a-. a. .. u 11111 ch• • 11oe ropono 1a a too .. ,.. .- tM)' 

wUl 1lbOil bo ~crapM4 u4 ...t to 1tto Jc-111 1a tllle tlol.cl. 

• • • 

I 414 110t Mllll 7011 a -1:'&114- 7o.W1"4a7, oilloo I aped proni-

oall7 1:bo -'1ro da7 woft1J1c oa tllle ftl'~ • .... tor tho Prod._,, 

ad I !an opeat: toda7 1a tbo - 111.7• 

I lllen aolto4 Dap..V Cotalooloaor C)larloo ...... u to ln • laaonr 

.tq tho tol ocraa •• -' 1a ldo - to a-. '-1"4 1. Gt.u, I - ... 
no roo.- W1tT a 1111alftll o11DIIl4 llieft llieOII IIM4, or W1tT U IIIDII14 lllen 

bon Hid: oouon. I 11111 1n ,..,. 1aa<nr 1a ~- oo-. 

• 
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v ;ttL y 

TREASURY DEPARTMENT 

~p---
•• S.cret&ey llora-tbaa 

,_ llr. T~lor 
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...... - 20, 19)7 

Durl.JI& our coo•ereatice this ..rt.n- 1 dhouaHCI nth :you tba 

poeaib1llt 7 ot tranaterriJI& tbe UDit 1.a tba Bureau ot P'oretp &lid DoMatic 

CoMerce beaded b7 Dr. Aaoa T~lor, wb1cb worka ce tba balance or ~ta, 

t he internat1ooal 1.a't1ta~ poe1tiCD ot tbia c01lDtr:y, at eaten, to tiM 

Treaolll7 1.aeuucb •• tbe Treaear:y ia tar 110re actin 1.a tb1a field than 

tbe De~t or c- aDd OlD'.,... data ia act co.pl.tel¥ eatiatactor)'. 

You euggu ted tbat I take tbia -ttar up rltb Dr. lb1ta aDd Ir. Vi.aer aDd 

~~ake a rec..-eadatioa to )'OU wbicb )'OU 1D tura can taka up rltb tbe 

Preaideat aDd S.Orat&rJ Roper. 

Durl.JI& the 811baeq-t dbcuaaice rltb Dr. ~1D, Dr . ~1D .tated 

th&t be eew ao ree80D to uticipata &117 particular recaaa1CD or .ora tbu 

eeoaonal cbaractar aa a reault ot tbe dacl1Da 1D certai.a c.-edit)' pricaa; 

in !act that tbare were ...q tOlD' tactora 1D tbe .,tire aituatiCD wb1cb 

dieturbed b1a: 

1. Tbe t eet tbat be could obtaiD DO mdaaca tbat tba 1.aTetor1aa 

or !1D1sbed &lid ...t-rw~u ....... SIOrlac; ,. 
2. Tbet tbe ad- 1D ~ priDea, wb1cb 1D tuna would be renaoted 

in tbe price ot tall clotb1q, a1&bt oreeta a.,.,.._ raeilu- wbicb 

would utar~ attaot tbat aaot1ce ot tba textile 1.aduat17; 

) . That tba iDDrMM 1D CC~YtraDtice cone, a10ia 1D repre-taun 

areas totaad ntt.e.. par -t witbiD tiM past tbrM -uaa, ._. 
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UDdoubtec!JJ' buill& aD .rt.ot botb 011 1DoreaHd NDtl aDd 011 etillll­

l•tioo of epeculathe bu.il.d.izl&, rather tlllm a beal~ etf.ot 011 

new resideoce cODetructiCIIl; 

4• Tbet inatall-t blqi.Dc aa ~-t to a creater extet 

t.han durin& 1929 aDd tbat u:r IIOC1erate reoeaei011 111 •pl.,_t 

could poteot1.al.l7 ban a aore Ml"iou& etteot CD tbe portiCD ot 

the credit atru.ctur. re~aented b;y tbe finance o011pan.\ea tball 

durin& tbe 1929 period. 

t ou asked Dr. Lubin it rltbboldiDc Gon~t purcbaae1 ot 

textiles could ben a bealt~ il1tlUMCe CD tbie a1t~at1CD , He 

anthUiiuticall7 acrHd tbet it could b&Ye and tbat it waa the t;ype 

of B~jpport wbicb be bad 1on& adYoe&ted and that, •• a Mtter of 

tact, a group of indwstrialiate bad b- diecuuizl& tbia t:rpe ot 

queatiCD witb S.Orc t&r)' Roper tor aenral ao~~tba. 

lou tbeD called Captain Colllna and asked b1m to ~pare a 

renew ot tbe conteaplated purc.beael b7 all units ot tbe Go ... rDMnt 

from now untU next J&n'II&J'1 rltb a Yin to utUbizl& these purcbaa .. 

in such a W&1 tbat tba;y would teod to c ... into the -.rket in 

period& ot alack product.i011 and tbenb7 et prices which would be 

&dvuta&eows to the ·oo ... ~t. Be atated that ba would ba,.. aucb 

a Su.rYef r..ey tor JOU b7 the llid.d.le ot next week end tbat tba 

aur..e;y would conr the pu.rcbaeea tbroucl> Proc~t, 1l&r Dep&ra-t 

end the Yeterue .t.dlliniatr&tiOD. 
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COPY 

llq 20, 19)7 

My dear llr. Kelly: 

I have read with interest the con-

!1dent1al documents on the Russian debt 

negotiations which you forwarded to me 

in your letter of llay 12, and u return­

ing th• herewith. 

Please accept my thanks for your 

kindness in having made tbis aaterial 

available to me. 

Sincerely, 

(Signed) Henry llorgenthau, Jr. 

llr. Robert F. Kelly, 
Division of Eastern European Affairs, 
State Oepart.ent. 
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:Dear Kl'. JLo~u: 

DEPARTMENT Of' STATE 

WASHINGTON 

.., U, 1937 . 

156 

lle~el'l'i.ag to our oonYeraatiOD o~ 7eahrday, I aa 

at taobing, ~or 7our oon~dential iD~ormatiOD, a oo)J ot 

the geJnl.•en•a egreement between the Preaideut and Kr. 

L1t'f1nof~ . and a ~ o~ the negotiation• '11111* nb­

eequentl.T took pl.aoe with t he So'fi et Go'fernment with re­

gard t o the aettl.neat o~ .&aerioan olaima . 

I would appreo1ate it 1~ J OU woull be goo& anon&h 

to returD both o~ these doowaenta to 118 u soon as 70u 

han ha4 an opportun.it;r to go onr t~. I •a:r aU 

that the original o~ t he gentl••n'a a&ree~~~ent wu 

1Ditialel -, both the Presiclent and Kl'. Lit'finoff. 

Sinoerelr ;roure, 

~oloeurea: 

~. aa abo'fe. 

!he Honorable 

Belll'J' •srgenthau, :aA!or, 

Seeret a17 o~ the 'lre881ll7 . 
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TREASURY DEPARTMENT 

INTD OIPP'Ic:a COMMUNICATION 

...... llq 20 , 1937 

TO SeorttUT~~utbc. 

ltr. Baa~ """' 
SUbjeet1 •otee on •ew York Tieit (llq 14-17) 

J.lr, Selher and I ba4 e:o:tended lnterrlen w1 th the followiu.tt 

lo!r. l!llrraT Shielde, fil>aneial eeonoaiat, of the Irrlu.t fi"'UUt 0&. 1 

l!r. J . B. Riddle , e eOD.o.iat , of the :Banl<ere !mat O&. t Kr. 7. 11. 

Sheller, •tee pretident in oh&rge of ln•e•t-te, of the lquitable 

Lit e .t.oeunnce 8ocht7 of the lTII1 t ed 1\ahaf and llr • .t.launder Saoha, 

eooMidot , of the Z..be•n CoJporatlon. !he oalient polute raiaed 112 

t beae interrlewa are oited below1 

I . 4!J.llab111tz of, lm•bo@ t J'aa4t 

.t.l1 agreed that plentifiU twlda are anilable for ia•eat..ent. 

}!r. Biddle pointed out that Uta iawranoe .,.,.,wee held ebODt a 

b illion dollare of idle caeh ae agalnet the $200 a1111one or eo Ulat 

they u .. d to carry before the depreuiont but that thq are, like 

other l netltuUoaal ii>Yeatora, boar4illg twlde 1n the bope of ld«har 

i nt ereet rat•• • Mr. lllailer poiDted to hie OOIIPaD.T' • portfolio of 

Oo'femaenh at the ;rear cd, aore than half of 'tlb.l.ah coaehted of 

'rretuur7 bille. ltr. Bh1el4e .-phaehed that l ow 1ntereet ratee, 

bo,.Ter, r ...,.,. en iii!Portant part of the aarket tor Oonn~~ct ,_,.. 

it lee, be-. .. ineuranoe ooqlaniee &Dd other i netl tutioDal ianatore 

require higher ratee , end beoanee prhate innetora Jut do aot bUT 

when the rate 1o eo low. Be btl.itTtl Ulat the general econoodo ei t­

I.Ultion would be but eerTed 1t l ongo.tera Oo'ferDIIeDh got to a J pe.-. 

cent leYel and were •1ntabad at that laTe1. 

u, · OoYerueat l!oDda 

llr. Biddle belle-ret thet balllta ae a wbo1e are DOt now iatereeted 

i n 1ou.t- tera OoYe.-ah, particularlT Iince the iuereaoe 1n ruene 

raquir eaenta. l!oth be and Mr. Sb!tlda e.pbaeietd that benko look tor 

a eont1Dued pio»-ap ia co-ercitl loau and dea1re to be 1D a poo1t1oa 

to ... t thla a-4r htDce, 1D the -tiae, their 1Dtereat will be 

1arce1;r reetricted to ehcrt-tera Oo•erDatDte. 

kr. Sb1tl4.a OODtended that .... York Oi tJ baake abonld DOt bold 

long-term OoYerna.nta becaDee of their larce 1'ore1gD depoo1te end their 

bold1Dge of oaah btlaaoee of interior benko. l!oth be tDd Mr. Riddle 

point ed to the fact that out-of-towa benka aow ban a billion dollaro 

157 
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Se::ct&rT I.!Orcen thsl - 2 

100n in depoal ta with Wew Tori< C1 t)' b&lllce tllaa l .n 1929; &114 U..t , a1Dce 

no interest 1a p&.ld on tbaaa dapo elta, tba7 ue oubJact to l'qli 4 wi u.­

drawal b7 interior bMita aa aatiefactoi'J 71al4a baco .. aYallable on 

obort.-tel"ll i nveat11ente. Ur. llbielda a&.ld that hla bUlk o.ma DO loDC­

t~no Gonrnaentc , lh Oonr,.ent portf olio be1Dc cont1ne4 to notea 

and billa. 

Aa n result of a recent trip to lurope, llr. llbialda becue co,... 

n ecod that jiOYel'lll:lenti &enerally han run up the prlcea of their obli­

gations to auch a leYel aa to meke auch prlcea 1111ateble - &ll&locoua _, 

tho a1 tuation that 110uld ob t&.ln in the co1111110d1 ty field it cotton were 

run up to 35 centa a pound, llr. lt1ddle telcea a 110re reatrlct ed Yiew 1n 

thlo connection. He t hinlca that u. S. Oonl'liiDonto were run up undul7 

high after the election upon bUTin4 b7 inii'IU'aDca CC~G>aniea rather than 

by biUlko: 811d the t thia made t he recent break 1110re enere • . 
llr. Biddle bellnae that we ahould a~ect 110re erratic IIUketa in 

GoTei"!IIHint eecurl tiea than waa preYionaly the caee, becauea auch a large 

proport ion of GoTol'IUionta 11 hold b7 banke , 'llhl.ch he re«ardo u a Yoi'J 

tmat.eblo group . "ith 15, 000 banka 1n the countey, recurrlog paycholocical 

""voo o! optimin !Uld pea aida with roiPoc t to OoTer~~~~ente 1111.1t be ez.. 

pected. lloroo.,er, 11&117 banko bought Oonruenta on a IPaculatha baeh, 

!o•llng that tbe7 ..., .. , too ~. but bclp1.ng to eell out at a protH before 

a dgniticant cloownturn. 

llr. Shlelda 4aclared that our 11ed11111>-teno bondo were 110ra Yulnerablo 

i n the recent price decllnoe tllaa the lcoger-teJ'II bonda, bec=ee the fonoer 

had boon run up exceuhelT 1n relation to the raat of the ...at. 

llr. S&eha, in contraet , etronclT bellnea that the pricu of OoTe..,... 

cant bon4a are now too low; that thq ehould be placed on & 2t percent 

yield baole or lower. Be belieYea that the incraaaa in r81e!'Te ra<(Ulre­

cente t o tba full le«al llllit waa &n Uiporta.nt factor in the recent riaa 

in yielda; and that thie chan«• in reae!'Ta requ.lr•enh waa & -.lor error -

one-half of the increue, 1D hie opinion, would baTe been pl111t7• 

He belleYel that another 0 eynthet1c1 dii.Pr ouion 1a probably alread.Y 

in the llaklng u a reeult of the tlcbtanln« o! the 110nq II&J'keto that 

GoTe'I'NDent pollcl" haTe p roduced. 

llro Bache bel18Teo T81'J atroncl.Y that l ow lnteraat ra.tea cOilatl tv. to 

the 110at powerful -• ot preTentlng inflation - becauae tbq proY14a 

tbo baoh for plant ezpanalon a.nd lne .... aed production. !be plant up­

doD reoq>lOJI idle labor 1n the coutructlon induatrlee and the 1ncreue4 

production keepa d.- the p rloaa of Mllllfactv.ra4 products. '!he worst ldDd 

of dii.Preotion, be a&.ld, 1a one ln 'llhl.cb - haTa b!«b p r1c81 and eYOD b1cl> 

wa«oo , but a 1~ TOl\me of 11.11-.plo.YMDt• 
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!he restoration of a 2t percent Jie.ld on lo~~&-tol'll Oonr.eah, 

In his opWon, would reopea tho cl.oore for a great ...ol- of oorporato 

rotlmdiJIC, cl.oon wbich wore oloeecl. in 41'1'1 pan b7 the recent riM 

In 1nteroet rat••• A 2t percent intoree\ rate tor loliC'-tol'll CJonrD,. 

110nte, be th1Dke, would straighten out the cep1tal Ml'lath. Be ooD­

tiDcl.o thAt insurance co,..enioe need oal7 a 3 poroeDt retUl'll on priM 

cozporate bonds t.o 11oot their contrectaal obUcatlone ud Ulat a 4!i 
percent )'ield on Oo.,or,.nte would be rcachl7 oqu1YaleDt thoret.o. Ia 

the ~~~at tor of new oecurl tioo, he prefero g1 rlJig tho ~~&rC.t what 1t will 

talco at tho liOaeDt, with tho tr orloo that 110 oocurit.T obould bo offorecl. 

that ..ould nquiro a ccnq>on rate of 100re t.hUI 2t percent, 

III , 1111 I••ut• 

wr. Shiolcl.e -• qui h 0111>baUc 111 cl.oclorl..ng that t.ho ...,1_ of 

Treasury billa outstanding should bo lnoreaoocl.. !be nature of the 

!low York •ODOT arltot, 111 hie opinion, requireo a greater .. olue of 

billa. '!'bo creation of a real tracl.1nc II&J'ltet for !'reaeury billa ..oul4 

be T"'T1 helpful to b8Dka gonorall7, ho eaid, ..,d thio ..ould be greatl7 

furthered b7 on lncroooo in tho ov.tetondinc ...,luo of ~aeury billa. 

He bellona that tho gold etorillcation prcgru should be flDODCecl. b7 

bill loouee 111 accordance with the pl&ll orf«1Doll7 ODDOUDcecl., rather 

tb.on b7 allowing tho !reaeury balance t.o run cl.o'llllo Mr. Shielcl.e aloo 

e"'lbathod tho greater cl.oolrabill t7, fro• a bonld>~g etazulpo111t, of 

olx-month &Del. thro.-.onth bl.llo t.hUI of nin~nth billa. 

u. Ool4 

wr. Ricl.cl.lo thcraght that tho gold probl .. wae one of the 110et 

oarlouo now facing tho world. lie raleecl. tho question of 'l!llero wo 

would bo loci. b7 tho prooeDt inoroaaocl. lOYal of gold proclueUon ill 

con,junetl on with the reduced aonetar;r roquiromanh for gold. 

Bo cl.oclored that a a..>craUc countr,- could not bo upoetocl. to 

continuo to b~ and etoriliso gold ancl. 1o8118 interoet4oar1.ng cl.obt 

obllgatlono to tlnenoo the prooou. Bo tel t, howonr, that -l&lld 

wu 100ro .. r1ouel7 oituatod in connoetlon with this probl• th&ll the 

Ullltecl States bocouao gold production plaTe OD i~~>ortont role in the 

econoJIO' of her cl.oaWono. 

Bo boliono that tho gold probl• will bo dlocuooocl. at tho 

l ... orlal Conforeaco DOW MetiJig 111 I.oncl.on; that tho llri tieb fool tbat 

tbolr colon lee _,. luht ..,on a 100ro cl.ofini to beDcl.ll..ng of the price 

of gold b;r Groat Jrlt.ain; and that the Jritioh aro tearful that tho 

Ull1 tod Statoe aicbt step ~ golcl. or aeko eoao other DOYO 1n thlo 

direetloD wbilo the Contoronco 1a 111 eooalon, thoreb7 f orcl..ng the 

llrltleb h&lld. !bla 1a tho reason , in hie oplnion, • tbe Jri\leb 

bout;ht a euhatontlal -t of gold tho other 4&7• 

' . 

•• 
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Jlr, 1!1ddle, who eeid he 1e goin& to Jklrope ehortl,T to et~UV t he 

situation at tiret hand, belleYee that the UDited Stat .. ehould c­

fer .lmte41atel:r w1 th ~la!ld w1 th !'ell}> act to the cold probl•, &114 

inti at that the Britieh ehare the burdall, Be 11 aUJ'e that the Bri tieh 

r ealice that it ie poUticall7 1mpoeeible for the united Btatee to 

e<>ntlnue to create illtereet-bearin& dabt in ordar to abeorb endle11 

qlltiJltitiee of gold; and that their intereet in the probl .. , through 

their dotlin1ona , ie aucb ae to lUke their poei ticn eYeD more difficult 

than that of the UD1 ted Stat ... 

liT. Sacbe read a .,...,randwo that he had pup&J'ed on the gold 

c11le1101&, in wbiab he outli!led t hree alten~atbe eolutione: (1) Ollt 

the p rice cf gold; (2) adept a t'II0-1)rice qat.,. tor gold; and (3) a 

quota eyet1111; and contended that none of the three offered a f M alble 

aoluti<>n. Be etroagl.T belleYee that we ehould ll&ke the Tri..oparti te 

countriea Jointl.T bear the gold bUJ'den tor the t 111e being; but that 

the t rue solution probabl;r 11ee ill the abeorption of gold b7 other 

countries , auch ae .lrgentina, et cetera. 

He believes i t r1diculoue tor the tl'nl.ted Statu to ieeue inter­

eat-bearl.nc debt inatt"UIIente in orc!Air to eterilhe gold., becauu tha 

probln h eeeent1all7 one of booldtell}>ing; and that , whlle be h 110 

booklcell}>er, he could 11e no reason wl!T a booldtell}>ing eolution ct thie 

probln would be an:r more difficult than the boolr:ltell}>il!ll eolutione to 

p roblue encountered b;r co:oplicated holc11ng cmpatlillo 

y. M1aotllaneoua 

llr. Sh1elde belieY81 that .Perican aporia will increa .. 11111>­

atantlally tor a time because lngland and other oountrlee are deYotinc 

eo large a traction of their eoonoai11 to r11&1'11&11lant that the:r will 

not take on their noraal ..alur.oe of e:rport buai!le11. 
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Oper a tor: 

H.!I. Jr: 

Governor 
Schaller: 

H.J.I.Jr: 

5 : 

B.M.Jr: 

S: 

B.!I .Jr: 

S: 

B.II.Jr: 

S: 

8 .11. Jr: 

S: 

B.II.Jr: 

S: 

B.K. Jr: 

S: 

Go ahead. 

Bello. 

Hello, Kr. Secretary . 

Bow are you, Governor? 

Kay 20, 1~37 
2145 P.M. 

-"I(\ 
161 

I'm out here in l.ohi.cago. I've contacted the - as 
far as I •ve contacted the Chicago banks and also so11e 
in Milwaukee, Detroit, and Indianapolis • •• 

Yes 

. .... I get a very concerted opinion on about a 
three-year note. 

Three-year note . 

lt to lf. Some of thea will go to five years on 
li, but most of the men contacted seem to think at 
about three years . 

Uh-huh. 

They - all of them are very much opposed to a bond 
issue, feeling that it will not be taken. 

Uh-huh. 

And it of course would disturb the other issues . They 
tell ae there ' s plenty of money but it ' s aore or lese -
well , it' s Just hesitant; wouldn' t say frightened , but 
it's Just hesitant what to do. 

Uh-huh. 
And they think the best thing they could do would be 
to give a - a rest to both the banks end the market 
on the bonds . 

Uh-huh. 
Do you think - do you think 1t would be very helpful if 
a definite state11ent could be -be aade that ther e' s 
possibly a shrinkage in the shortage reported in tax 
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H.M.Jr: 

S: 

H.li.Jr: 

S: 
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S: 
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S: 

B.ll.Jr: 

S: 

B.Y.Jr: 

S: 

B.li.Jr: 

S: 
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collec tions? 

What ' s that? I didn' t get that? 

I f you could make a stat ement that the shor tage in 
tax collections was smaller than first announced. 

Well (l aughs) - I - I can' t do that . 

Some of t hea think, you know, that there - there's 
a big improvement in taxes . I don't know. I'• 
just giving - passing this on to you. 

Yes 

Also, of course, as f ar as the market is concerned, 
they all think that if there could be a turn t oward 
a - not assurance but a drift toward a balanced budget, 
1t would cure many of our troubles . 

'Nell, I agree with them on that. 

Yes, I know you do. I 1 ve oft en beard you say so, 
many a time . One or two of them are still inter­
ested in a JO-year bond at t hree percent. 

Really? 

Yes, they think long-time. But I - I - myself, I 
would question it. 

Uh-hub. 

As another suggestion, they thought it would be very 
helpful if - I presume that ' s a Congressional aathr -
if we could take these Government securi ties for inher-
itance t ax payments. 

For inheritance tax? 

Yes , in other words, if they - if - if a man would have 
a bond that hia heirs could turn in in settlement ot 
his inheritance tax. 

I see . 
They think that would open quite a field t or - espe•:iiLl.l: 
in soae or the larger e states . 
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a.M. Jr: 

S: 

H • .M .Jr: 

5: 

H.!l.Jr: 

S: 

H.li.Jr: 

S: 

B.li.Jr: 

S: 

H.M,J.,.: 

S: 

H.li.Jr: 

S: 

H.li.Jr: 

S: 

H.M.Jr: 

S: 

B.ll. Jr: 

S: 

B.M. Jr: 

S: 
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Ub-huh. We~l, I:Ye heard that oYer a couple years a1o. 

Yea, I know you have, yea. I talked with these people 
up at the our largest insurance cotapaJ11. 

Yes 

They are not interested in anything under two percent. 

Now, that would go, say •••• 

For rive years . 

Northwestern llutual? 

Yes 

They're not interested in ~tblng under two percent. 

Under two percent. 

I mean that's - that's the factor that - it's tbe 
rate that - wbat they want. 

They - we discussed the five-year. He said that a 
five-year note at two percent would be tbe lowest 
they'd be interested in just at this time. 

I see. 

That they would be interested in ten to fifteen years . 

They would'~ 

At t wo and a half to two and three quarters. 

Tbey would? Well, that's interesting. 

Over fifteen years, there would nothing interest the• 
only under tbree percent. 

Uh-buh. But tbey would be interested in a ten to 
fifteen year bond. 

Ten to rifteen year bonds at two and a halt to two 
and three quarters. 

Uh-huh. 

And a !lYe-rear nota at two. 
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Well , of course, they' r e crazy on that. 

I suppose they're out of line 
"''m just - I 1m just trying to give you the •• •• 

No, I know, I know. 

164 

• • • reaction I get from them. Now that - that covers 
quite largely - of course, there's more of this in 
detail, but that covers quite largely the high points. 

Well, do you suppose you could do it again and maybe 
call me about next Wednesday? 

Well , I ' ll do whatever you ask me to. 

Well, supposing - I mean I don ' t want - would that 
be too soon to check up again? 

Well, let ' s see , when do you- when will we probably 
want to make any annancement? 

Well , it depends upon the Supreme Court. If the 
Supreme Court does not hand d own a decision on llonday 
on the Social Security, then we won ' t do any financing 
until the seventh. 

Now, see - just let me get ~ calendar here . (Pause) 
There will be no announcement made until the seventh 
of June. 

Well,, we- we might possibly do it on June l. See, 
there s a slight - there ' s . so_ ... chance of our doing 
it Ju6e 1, but we ' re more apt to do it on June seventh. 

Well now, you'd like to have me cell you a week from 
today? 

Ah - yes, that will be • • • 

Or you said a week from yesterday, Wednesday. 

I - I - well , what i s today, Thursday? 

Thursday . 

Yes, I 'd l~ke if you - if you ' d call me, say, next -
a week from today would be good . 
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Call JOU a week troa tcxta7 . 

Yes, will 70u please? 

165 

Sure, I'll make a eanvasa probabl7 next Wednead&J • •• 

Yea 

••• • ot the same parties • ••• 

Yes 
• •• to see 1t they 1 ve changed their llinds an;y. 

Fine. That would be gocxt. 

All right. 

Thank JOU ver7 much. 

Yes, all right, thank 7ou. 
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May 20, 19~? 

To: Secretary Uorgenthau 

From: Dr. Burgees 

Treasury bond market was very quiet w1 th a t1rm 

tone all day and price cnanges were amall . Bid and 

teked quot ations eased slightly on the stock exchange 

market in the forenoon but t ended higher thereafter. 

At the close, the maJority ot Treasury bonds were 

unchanged to 2/32nds better t han yesterdaY. In the 

guaranteed group the F, F. lt.O, • e were unchs.nged to 

2/32nds better, the H, O,L, C, 'e were l/32 to 3/32nds 

better. Turnover ot Treasury and government guar­

Mteed bonds was unusually small at $290, 000. Note 

market was also quiet, and t he 1940 and 1941 matur­

ities were g enerallY l/32nd better on t.he day . 

Dotaeetio bonds '118re notablY dull. Both high and 

second grade 1eeues showed small tractional gains. 

Foreign bonds were quiet and steady and there 

were no price changes ot coneequenoe. 

Purchased tor Treasury today $327,200 2-?/~ 
Treaaury bonda ot 1955-eO tor account Secretary ot 

the Interior Indi an Fund. 
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JR 

Secretary of State, 

Washington . 

GRAY 

Paris 

Dated May 20, 1937 

Reo ' d 1: oe p .m. 

651 , Uay 20, 5 p ,m. (section one) 

PRO!! COCHRAN , 

Pressure on franc was lighter than yesterday but 

con~rol was obliged to intervene in early trading at 

110. 80 and according to market observers yielded perhaps 

400, 000 pounds at that rate , French rentes down 20 to 

45 oentmes , National Def ense bends of 193' which w're 

issued at 98 are today 93 , 55. Gold mining shares improved, 

There is better demand for forward gold and India is now 

r eported over- sold, Understand confidentially that only 

300, 000, 000 francs have so far been subscribed to the 

new issue of Caisse des Pensions bonds for which 

2
1
200, 000, 000 were sought , Date tor closing subscript~one 

has therefore been prolonged from today until May 2!th, 

Bank of F~ance statement as of May 13th shoWSthat no 

significant . changes although coverage improved trom 

55 ,09 to 55, 52 due principally to decline in note 

circulation. 

BULL ITT 

loloL:RR 

• • ... 

..... 
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PARAPHRASI: Or UO'l'IOI '1'10 Of TU.JORAM 10. Ill of 
Ma)' 30, 1957, froa pari a 

1 "8 -0 

Toda)' I had. lWloh with Professor Rist . 'fhh aorniq 

he had. been at a conference luting two hours with 

MinUter of finanoe Auriol &114 Pl!ellier Bl-. In oonfideooe 

Riet told •• that t he Prellier 11 becoaing aore aDd aore 

con•inced t hat a real 1 pause 1 1n hie social prograa 1e 

eaeential. This mer D1D& t he)' decided to perai t the de­

partaent etorea to stay open six da)'e a week while the 

, 
Parie Exposition 1e goin& on. 

Accordin& to Rist, Blua and Auriol are now going as 

far aa they tbink they possibly can toward cutti ng down 

the defioit in the budget. The Ohaaber be beli&Yee will 

gi•e epecial powers to the Government for aaking oh&Dges 

i n the tariff after adjourlllllent of Parliaaent . R1et 

remarked with a ... ue however tba t the rrenoh Senate ie 

alaost ae hard to oon•ince ae t he American Senate that 

a new era ie needed. 

Riet , aa previoual)' reported in 1117 cables, ia in 

f a• or of a loweri ng of t rade barriers. He t hinks that i n 

the preaant oircuastancee the 40-hour weak ie t oo BrUch 

for rrenoh industry to bear. 

Riet baa 4&11)' aeet1ngs with the other m .. bere of 

the Ooaaittee direoting the rrenoh stabilisation tund. 

Hie opinion of Labeyr18 ' s qualific~~ot ions aa a central bank 

gO'I'ernor baa however not risen as a result o f euoh contact 

in these days when there is agai n pressure on the frano, 

•han 
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wben the control ie not holding ita own, aDd. when there 

is such a die-.1. outlook for finanoing the needs of the 

Regret was upreseeci by Rht that tbe rrench internal 

situation haa been aggraTateci by the 1nterndional gold 

scare. He mentioned two recent gol4 purchaaea wbioh the 

Bank of England aade, which in hie opinion ie inauffioient . 

The failure of the British to etep forcefully into tbe 

gold market when the scare recently dBTeloped 1e resented 

by Riet. Be expressed tbe opinion that it is unfair for 

the Br1tieh to leaTe to the United States almost the 

whole burden of . holding the gold market ap4 tormt4 it 

plain (sio) if they should try to get the United States 

to lower the gol d price eimply t o aid Great Britain 1n 

mainta1n1ng the oo .. ociity price leTel which in ita present 

circuaetanoee it finde euitable. 

Jly contact bel1eTee that we ehould welcome the plenti­

tude of gold and not start lamenting OTer a plethora ae 

we did over a eoaroay only a few year• ago. 

lCIID S&OTIOJS TWO AND TBRU. 

EIULLITT. 

0 'I 

•• 

U:Lft 
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P.llUPHRJ.SE OF SJ:OTIOI FOOR or TJ:I&OIWI IO. 8&1 of 
May 30, 1937, fr011 tbe .lmerican Illbaeey, Parh , 

17o 

He added that our t r ou.blea do not ccae trca gold, 

but that tbey ariee frca paper aoney eooncaica and f&llUJ 

reasoning in botb internal aeaauru and internat101l&l 

affaire. The blaae ahould not be pu.t on gold, but rather 

on armaments, public worka, nationalization ot eooncay, 

and ao on. 

H• thinka th!-t now there 'ahould be an orderly rtae 

in world co.modity pricea, juat ae a gradual rise in 

(omission) extended f r om the TransYaal discoYeriea until 

the World War in 1914. 

An imprO't'eeent of the ourrenoiea of Latin Allerioan 

countries was seen in that period, a nd Rist thinka the 

present epoch of increase in gold prodUction should be 

the tiae tor aupenting tbe ouppliee of go1d of tbe need')' 

central bnke 4n4 of correspondingly strengthe ning t heir 

110netary uni ta. 

What Riet a~ocates is that the United States chould 

mainta in i t a gold price, that Oraat Britain should taka 

!rca the arkat ita share of gold and allow a propor­

tionate e:r::pan.ton in YOluae of iia currency, and that 

foreign lending ahould be reeuaed by both cou.ntriee, 

wheth• through acceptance• or .:~perations on longer tent 

baais. 

I wa1 aakld by Rist whether reeuaption of foreisn 

lending wa1 definitely opposed by the United Statal, 

BULLifT. 
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PARAPHRASE Or SEOTIOB FIVI or TELIGRAK JO. 851 of 
llay 20 , 19S?, f roa PARIS 

111 

I was oonvinced, I said, that nothing would be done in 

the near future to c ontravene or to amend the Jobneon 

law pr ovisi ons. I reminded R1et t hat on our market the 

recent oonveroion loana of non-defaulting f orei gn 

borrower s had been well rece1ve4J I added that I had 

seen suggestions in the press of our making gold bullion 

loans to central banks of Latin Allarioa. 

The Professor said that he t hought euoh loans would 

be a step in the right direction. It would be most help-­

ful, he t hought, if t he united States could discover eome 

way to lend gold to Ger many and Italy under conditione 

which prohibited i te uee f or war purposes and stipulated 

t hat it be ueed ae a monetary reserve. Real world pr ogresa 

i n hie opinion d-nde a return to en international gold 

llt&ndard; a prarequiei t e etep he eaid is a bett er die­

t ribution of the existing supplies of gold. Riot said 

be would draw nc line between different types of govern­

mente; he is happy t o live in rranoe under a democracy, 

but he is not preiiWDing to tell hie Geraan or I talian 

friends what for• of a gOYernaent should be upheld by 

BULLITT. 

U:Lft 

•• 
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Secr etary of State, 

,.Jashino;ton. 

296 . !lay 20, 6 p .m. 

GRAY 

London 

Dated !lay 20, 1937 

Reo •d 2:10 p ,m, 

FO:l TREASURY FROM BU'M'ER'10RTH , 

Confi dentially informed by r eputable journalist 

that it is due to a suggestion from the Bank of England 

that today •s Bri tish press emphasizes that yesterday's 

purchase by the Bank of England from the British 

equalization fund of gol d to the value of pounds 

2 , 599, 566 told price) was solely for the purpose of 

building up the reserves of the bank against increase 

172 

in the active note circulation , Bank of England is said 

to have taken this step inasmuch as last weekAs purchase, 

reported in my 283, Uay 13, 7 p . m. , was interpreted in •. 

some quarters as an attempt to "reestablish confidence 

in the gol d price" . Today' s Banlt of England return 

does show t he active note circulation at pounds 481, 433,000, 

an increase on the week of pounds 1,523, 000 . 

to'il' 

BING HAll 

RR :HPD •• 
•• .. 
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SECrEtary Of StatE 

Washington, D.c. 

301, Uny 21, 7pm. 

GRAY 

LONDON 

DntEd May 211 1937 

REc 1d . 2:36pm. 

PO~ TaBASURY PROU BU'l"l'l1lnORTH. 

Sir FrEdErick Phillips bEgan thE mEEting at thE British 

TrEoaury today by saying trot although thE Caronntion bnd 

smothErEd EVErything for thE pnot two wEEks thE difficult 

problEmS DEEmEd to rEmain; hoWEVEr, thE City WO.S fEEling 

bEtter ottEr thE rEcEipt of good unEmploymEnt and trodE 

rEturns . Philipps soid that thEy ho.d no indications of any 

dEcidEd o:nngE in thE FrEnch situation; that thE Exhibitior 

was makinG hastE slowly; if it wErE a succEss no doubt it 

t~ould stimulatE turthEr thE EConOIIIio improvEmEnt which 

was gOinG on. ThE consEnsus of opinion sEEmEd to bE that no 

dEcidEd cbnngE was to bE E~pEctEd until about OctobEr and 

tha quEot1 on was of coursE was any onE willing to asoumE 

Blum' o rEsponsibilitiEs . 

Philipps askEd whEtllEr r1E !lad any information rEgard:tng 

thE rtaoona for thE rEcEnt JapanEsE gold shipmEnts to thE 

UnitEd StntEa and hE said tbo.t h E lcntw of no adEquatE rtascr. 

wh}' t hEY ahould shi.p gold particularly o.t this timE and hE 

quEritd nhy Jo.po.nla balancE of paymEnts Obould rEquirE gold 
shipmEnts 
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1.1!1 301, May 21, 7pm. from London . - 2-

shipr;!Ento now t!hEn thdr e:xport tradE was at ita a11 timE 

hiGh• Phillips thEn mEntionEd tbll t ArgEnt1nn had bEEn 

absorbing amounts of gold and he inquirEd ns to Brazil which 

hE te:lt also ought to bE in a position to do likEwiSEo I 

t hEn thought it opportunE to ask him about thE EmpirE 

count r i ES and hE rEpliEd that South Africa blld of oourse 

incrEasEd i ts holdings considErably and no doubt would 

cont~nuE t o do so; that Australia and Ntn Ztnland had 

rEduc~d t ht:ir gold holding:~ and in th£ ea:~e: or Australia 

shE mi~t not bE ablE to afford to hold inore:asEd quantitiEs 

ot gold. As tor Canada "shE ho.ndl£8 that qu£stion lJ;:rsElt" . 

Philippa aloo mEntionEd that thE British hnd rEcEntly 

bought oonoid£r~blE quantities of gold from timE to t~E 

and in rEp~y to a quEstion hE said that thE bEst EstimatE hr 

nao ablE to gEt somE WEEks ago about thE amount of hoardEd 

gold rEmaining in London nas onE hundrEd thirty milUon 

pounds but i t was vEry difficult to obtain an accuratE figurE . 

I.n J!Eopons£ to a quEry in this g£ntral connEction 

PhiliP!lS oa id that t hus far thE lmpe:rial ConfErEnCE had 

touchEd on ro monEtary or Economic quEstion EXCEpt to approvE 

thE ImpEri al Economic CommittEE rEport which was rElntivElY 

unimportant in itsElf; that ita tfforts to datE had bEEn 

soltly in tnE fiEld or forEign and alliEd dEfEnsE quEationc. 

KLP 
an 

BlNG!JAII 
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B. loi .Jr: 

Operator: 

R . ~I .Jr: 

B.E. 
Collins: 

H. li.Jr: 

C: 

H.ll. Jr: 

C: 

B.II.Jr: 

C: 

B.M.Jr: 

C: 

B.K.Jr: 

C: 

H. ll . Jr: 

C: 

H.U.Jr: 

C: 

B.li.Jr: 

C: 

Bello . 

~aptain Collins . 

Bello. 

Go ahead . 

Good afternoon, llr . Secretary. 

Hello. Collins?· 

Xes, sir . 

•ar 20, 1937 
3:15 P •• • 

I wonder if you could do sometn1ng for me? 

I ' d be very bappy to, sir . 

Bello? 

I'd be very happy to, sir . 

Ah - in the question of the purchase of textiles, 
ootton goods, any textiles that the Government is 
purchasing, see? 

Yes, sir. 

That's -who -who, tor instance, does the buying 
for c.c.c. ? Hello? 

Yes, sir, tbat comes through the A:rlll.'l QuarteriUister, 
sir. 

Well, you1 re in t ouch, aren 1 t you? 

Xes, sir, I could .rind out anything you wanted there. 

Well, I tell you what I ' d like to know. I'd like to 
have you make a survey of - of wbat the Arlll.'l and the 
Navy and Procurement are thinking of buying in t extilu 
from now until the first of January . 

Xes, air. 

What the needs are of the government, see? 

Yes, sir. 

• 
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B.li.Jr: 

C: 

a.r.t.Jr: 

C: 

I! .II .Jr: 

C: 

B.!L Jr: 

C: 

a .M. Jr: 

C: 

B.II.Jr: 

C: 

H.li.Jr: 

C: 

H. loi .Jr: 

C: 

B.ll. Jr: 

C: 

H.ll.Jr : 

17S 

-2-

I mean get that on a - on a monthly basis . 

Yes, air . You want that •• • 

And then •• • 

••• • you want that broken down by cotton and woolens, 
I sup pose, sir? 

Cotton and woolens. 

"'es , sir. 

A nd the the possibi lity of withholding orders, sey, 
maybe until next fall ••• 

Yes, sir. 

• •• or a t least withholding them until we see what 
happens. 

Yes, sir . 

I tell you what I got in lilY mind. I mean you needn 
1 
t 

tell this to anybody except Peoples . 

I understand, sir. 

We 're worried about the textile and the woolen situa­
tion. If we could withhold governme.nt orders until 
the thing broke, and then put it in, it would be a 
very important stabili zing maneuver, see? Do you 
get the idea? 

~es, sir, I do. 

Now, I want to keep it very secret, Just for you and 
Peoples . But get a survey of what the govera.ent is 
going to buy by months !rom now until the first or 
January. Also shoes . 

Shoes? 

Yes , 
Yes, sir. 
And let me know. And then the possibility of - of - of 

' 
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C: 

R. r.t .Jr : 

C: 

B.li. Jr: 

C: 

li .ll.Jr: 

C: 

B.ll.Jr: 

C: 

li .K.Jr: 

C: 

li . II.Jr: 

-3-

postponing some of the orders . 

Yea , sir . 

See? 

177 

Yes , sir. Well t hen, ll.r. Secretary, I'll get the 
survey first and probably I•d better discuss that 
with you before we take up a possibility of post­
ponement, don't you think? 

Get the survey first, yes. Now, bow long is that 
going to take? 

Well , it' ll depend on bow long it'll take me to shake 
it out of the Ar~. I can work on the Navy pretty 
rapidly. 

Well , if you have any trouble with the Ar~, let me 
know. 

All right, sir, I 1ll do that . 

But this isn't something that I want - I - I'd like 
to have something by the middle of next week. 

I'll have something by then, sir. 

All right. 

Goodbye, sir. 

Thank you. 

• 
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a.11. Jr-: 

llarvin 
!!cintyre: 

H. lf.Jr: 

II: 

B.I!.Jr: 

II: 

8.11. Jr: 

M: 

B.M. Jr: 

lol: 

B.ll.Jr: 

ll: 

B.ll. Jr: 

ll: 

B.li.Jr: 

li: 

H.K.Jr: 

111: 

B.ll.Jr: 

Bello. 

Yes, sir. 

Henry talking. 

Yes, sir. 

llay 20, 1937 
3:43 P.M. 

178 

I just wanted to say I talked to the President this 
morning and we've been working on this job he gaYe 
us llonday, and he said tbat he1d see us right after 
his press conference tomorrow. 

Yes 

And I'd appreciate it if you would reaind him. 

I've already done it. Be thinks you can do it in halt 
an hour; can you? 

In a half an hour? 

Yes 
I think so, if - if - if he 111 work. 

Well, let's 11ake h1JI work. (Laughs) 

(Laughs) 
God, he • s been awful tode,y, Benry, between you and ... 

Is it going to be after the press conference? 

Yes, at 11 o'clock. 

Swell . Thank you, llac . 

O.K. 

Thank you. 
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H.II.Jr: 

Operat or: 

H.II.Jr: 

Jesse 
Jones: 

a .u.Jr: 

J: 

H.U:Jr: 

J: 

a.M.Jr: 

J: 

H. II.Jr: 

J: 

B.II.Jr: 

J: 

H.ll.Jr: 

J: 

H. II.Jr: 

J: 

H. II.Jr: 

J: 

B.K.Jr: 

J: 

Bello. 

Jesse Jones . Go ahead. 

Hello. 

Hello, bow are you? 

lay 21, 19)7 
12:)0 P.ll. 

Ob, pretty well for an old un. Bow are you? 

Ob, pretty good. 

Oh-buh. 

179 

Well , I hadn't heard troa you; I didn't knoW wbat 
time or when, and I thought I ought to call up and 
bum you ror that l unch agai n. 

All right . I•ll tell you what I'll do. I don't Jmow 
how I'm fixed , but how about • •. • Just let me t eke 
a look. 

Any t i me that suits you, just •• • • 

Well, Just a second, old man. How about next Wednesday? 

Ab -all right, I think it's fine. 

One o 1 clock? 

One o'clock at your place? 

At 1111 place . 

You don't want to go with me? 

Oh, we can sit here and put our feet on • ••• 

I like it better there • 

• • • • put our feet on the d eak. 

I like it better thara. 

Well •••• 
But I did - I did at least want to orrer, you aaa. 
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a.JL.Jr: 

J: 

H.loi.Jr: 

J: 

B. loi .Jr: 

J: 

B. I!.Jr: 

J: 

H.M.Jr: 

J: 

H.!.I .Jr: 

J : 

-so 
-2-

I got it. 

All right, 1' 11 be there J t bat ' s nne, Benr)' . Arrt 
news with :you? 

Not a thing . 

All right. I think you' re a hundred percent right on 
that little blast I saw in the paper t his morning . 

About these- ah • •• • 

The conferences. 
Ob, You get nice bellyaches 
and all that sort ot atutt, but t hat's about all . 

That ' s right. 

Yes . Will Rogers bad it right. 

That ' s right. 

O.K. 

Goodbye. 

• 
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PARAPHRJ.SI OJ' SJ:OTIOIT OR 

TELEGIUK BO. 688 of IIAT 31, 1937, fr011 t he 

AliERIO.U J:liB.lSST, PARIS. 

Paris exchange market rather quiet . French contr ol 

yielded. s011e sterling at 110.84 and pushed rate down t o 

110 . 81. J'orward franc more .offered. French rentea down 

10 t o 60 centimes. Treasury bonde of 1934 which nust be 

deposited by June 4 if cashing option is to be aTailed of 

i n October are particularly low. Both French and inter­

national shar es wealter fCir no special reason. Indian gold 

price rising. Amsterdam contracting some forward gold 

purchases. 

Other than the interview which I reported in my 

telegraa ITo. 651 of Yay 20, 5 p.m., I aa reliably infor•ed 

that Baudoin and Rist, the two non-governmental membera 

of the Committee s et up for the diredtion of the French 

exchange stabilization fund, have been insisting vigor­

ously w1 th the Prime Minister this wes that unless 

illllllediate retr enchment steps are talten the l'renoh f1-

cial situation is desperatl . 

EBD SEOTIOH OKI. 

BULLITT . 

U:Lft 
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PARAPHRAS:& OF SJ:CTIOO TWO, TBRU .uD FOUR 
of telegram J o, 668 of May 21, 19:57, fro. Parte. 

It i e aaid that Baudoin preaented a memorandua to Blua 

in wbicb his Yiewa on the aubjeot were set forth . It ie 

eaid that Blua waa Yery depreeaad, and that be admitted 

tbe aerioueneea of the situation ae well as the wiedom 

of the aeaorandua presented by Baudoin. He etatad, 

bow&Yer, that it wae politically iapoaeible to follow 

the memoranm•m, and he deoired that it be retained by 

Baudoin, but the latter ineiated that the docuaent be kept 

by Blua. 

I haYe receiYed information - which fits in with 

m1 own purely personal opinion - to tbe effect that Baudoin 

and Riet, tbe firat of whoa has a Yery good reputation 

a s a practical banter, and tbe second a distinguilbad 

record as the leading economist of France, will continua 

to pree• Blua for drastic budget action and !or lifting 

ot barriers to trade. Should thare be continued the 

deterioration now going on, it appears almost certain that 

before a crisis coa ee Baudoin and Riet will probably resign 

trca the Exchange Control 00111111 ttea, and lll&lte it known 

in thei r ree1gnatione and poeeibly in eta'-enta to the 

public that the reaaon they baYa quit the coaaittee is 

beoauee their reoo-aendationa were not f ollowed by the 

G<rrernae.nt. Baudoin and Riet are both loyal and capable 

oUiaana 
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citizens but it cannot be expected that they will take 

part indefinitely in a committee which in the face of the 

goverllllental eoonoaic and financial policies being pursued 

has practically no chanoe of success. 

Baudoin and Riet and oertain technical men of the 

Bank of France are beoaaing more and. more disgusted wi t h 
conetanUy 

the lack of oo .. on sense and honesty/displayed by Rueff, 

the Treasury Oaamittee member. Rueff declared only two 

days ago that the present s ituation of the Treasury wae 

exceptionally fa•orable when he was questioned about it. 

This startling statement waa enlarged upon by Rueff, who 

said t hat the Treasury atill had over one billion france 

in ita account with the Bank of France, that it cOUld 

draw cn-er two billion more fro• the Bank of :rranoe, and 

that the City of Paris loan and other similar scattered 

sources would produce one or two billion trance. Rueff 

added, furthermore, t hat the Trea sury would be faced with 

the nsoessity of borr owing only (repeat only) t went y-five 

billion franos for the r emainder of the year. 

These statements, my informant insisted, were aade 

1n all. seriousness and not in jest. Minister Auriol, 

furthermore, ie said t o be eo buoyed up by the optimiea 

of Rueff that he also faile to realise bow serious tbe 

situation really ia. It ie said that Prille Minister Blua 

biaeelf 
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himself is entirely cognizant of the dangers of the pr ob­

leas confronting him, and to bave expresaed the opinion 

that be hae not a single official in the Kinistry of 

Finance who can be of any 11ervioe to hia in the eaer.ency 

facing him. 

Thia morning I waa confidentially inforaed at the 

BBDII: of France tbat this we& there bad been 11trong prea­

aure upon the franc . The French exchange control l oat 

50,000,000 f rancs yesterday, and 100,000,000 francs on 

Wedneaday. The :funds total resources in gold and in 

:foreign exchange were 3,350,000,000 francs as o:f today . 

END KESS.lGJ:. 
BULLITT. 
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Se:orEtnry or StatE 

Washington, D.c. 

301, Uny 21, 7pm. 

GRAY 

LONDON 

Do.tEd Jlny 21, 1937 

REo ' d • 2 : 36pn. 

FOR TREASURY FR011 BU'l'Tm'nORTH. 

185 

Sir FrEdErick Phillips bEgan thE mEEting at tb£ Br1 tiah 

TrEaoury today by ao.ying tint nlthoush tb£ Carono.tioo hlld 

smothErEd EVErything for thE pnat two WEEks tb£ difficult 

problEmS SEEmEd to rEmain; hOWEVEr , thE City was fEEling 

bEtter aftEr thE rEcEipt of good unEmploymEnt and tradE 

re:turns . Philipps so.id that tN:y ho.d no indicntions of o.ny 

dEcidEd c:J.C.ngE in thE FrEnch si tuo.tion; that tb£ Exbi bition 

WO.S mo.ld.nc; ho.StE slOWly; if it WErE 0. SUCCESS nO dOUbt it 

11ould stimulatE furthEr th£ ECOOOIIIiO improvEmEnt whioh 

wo.a goin(; on. Th£ consEnsus of opinicm at:cm£d to bE tho.t no 

de:cide:a cho.ng£ wo.s to bE Expr.cttd unti l nbou~OctobEr o.nd 

tha quEstion was of coursE was o.ny on£ Willing to nsaum!E 

Blum' o rEsponsibil itiEs . 

~ Philippa nakEd whEthEr wE ho.d o.ny informntion r t gnrding 

thE rEaoans for thE rEcent Jo.po.ntsE gold shipnEnts to thE 

tlnitEd Sto.tu o.nd b£ said thll t h E lmEw or no o.dEquo.tt rto.acm 

why t h Ey ahould sb!.p gold pnrtioulo.rly o.t this t1111£ and h£ 

quEriEd why Jo.po.n ' s bo.lo.nc£ of po.ymtnts Should rEquirE gold 
shipmEnt a 

FILE COP1 
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301, M~y 21 , 7pm. from London. - 2-

shipmEnts DO\/ l'lbEn thd.r Export tradE was at its all time: 

hi3ll• P!lillips thEn mEntionEd tba t ArgEntina Md bEEn 

~bsorbing amounts of gold ~d hE i nquirEd as to Brazil which 

hE fElt also ought to bE in a position to do l ikEwisE . I 

thEn thousJlt 1t opportunE to ask him about thE Empir£ 

countriEs and h£ rEpliEd that South Africa had of coursE 

incrEasEd its holdings considErably ~d no doubt would 

continuE to do oo; tbat Australia and NEw ZEal~d had 

rEducEd tl:lir gold holdings ~d in thE oaaE of Australia 

shE mi~t not b E ablE to ~fford to hold incrEasEd quantitiEs 

of gold. As .. for Canada 11 shE handlEs that quEst i on U:rsElf" . 

Philipps also oEntionEd that thE British had rEcEntly 

bo~~¢ht concidtr:\blE quantitiEs of gold from tim£ to timE 

o.nd in rtp~y to a quEotion hE sc>.id that thE bEst Estir.IO.tE hE 

nao ablE to gEt somE wEEks ago about thE amount of hoardEd 

gold rEmai ning in London r1aa onE hundrEd thirty million 

pounds but i t V/ao vtry difficult to o bt~in an o.ccurat£ 

In ~EoponsE to a quEry in this gEntral connEction 

Ph111p'>s oo.id toot t huo far thE Imptric.l ConfErEnce: bld 

touchtd on ro monEtary or Economic quEstion EXcEpt to apprOVE 

thE ImpEri~l Economic CommittEE rEport which was rElativEly 

unimportant in itsElf; that its Efforts to datE had bEEn 

solEly in thE fiEld of forEign and alliEd dEfEnsE quEationc. 

KLP 
G\'1 

BIHG!!AM 
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Kay 21, 11137 

I saw Parker Gilbert. and Le!t1J\6well l.aet nlght. at 1111 

house. 

Parker Gilbert. said we ought. to keep our sterilization 

fund, but he thinke we ought to stop et.erilizing any more 

gold. He said the onlY WBJ we can keep gold froa coa1.ng 

here is to raise prices by letting the gold go into the 

~ederal Reserve Systea. Bueinell i1 heaitat1J\6. 

Leffingwell said to me, 'You might as well recognize 

t.oat. they have you in a corner on your next financing. 

G1ve them a ehort-t.erm obligation and do not. argue t hil 

t.i.Oe, but. do not let t .hem get. you there again. 1 

I t.hi.nk I convinced him tha t we are going to balanoe 

t he budget. and after t.wo hours• t.a1k I believe I convinced 

them that if the country could be convinced the budget 

would be balanced a lot of other worr1ea would drop by 

the WBJSide. 
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GROUP 1iE£TING May 21, 1937 
9: 30 A.ll . 

Pr esent : 

a .M.Jr: 

Tayl or: 

H. II . Jr: 

l.lcR: 

B.ll.Jr: 

llcR: 

H. li.Jr: 

llcR : 

H.M. Jr: 

MeR: 

H.li.Jr: 

llcR: 

H. li. Jr: 

Mrs K~otz 
Mr. McReynolds 
llr. Lochhead 
llr. Haas 
Miss Roche 
llr. Taylor 
llr. Gaston 
llr . llagill 
Kr . Oliphant 

And say, you (Taylor) 'might find out from Herbie 
Feis if he knows anything now from Norman Davis. 

I r eported to you t ha t be didn't. 

Well, I heard some of t he things that Norman's advo­
cating. They sound pretty phony to me. I hope he 
likes my story too. 

llac? 

Nothing particular. I 1 ve got a group of these housina 
people coming in next •eek; that is, I expect them. 
I talked to a lot of them on the telephone. 

Well , we ' ve got a meeting llonday morning, haven' t we? 

Yes, but I'm arranging f or t hese fellows to come in 
and ask these questions direct of these housing men -
whether they'll build . 

Well, when they comi ng? 

Well, they ' ll probably - I'm not bringing them all 
together; I don' t want a meeting. I'll talk to thea 
individually, because they g ana up when they get to­
gether. And I expect to have them over a period of 
at least four days next week. 

All rigb.t . 

I ' ve got some information about what Lebman Brother s 
had offered the New York housing autb.ority in selling 
housing bonds for them. One of their men will be down 
here. 

t'ine . 

To find out Just what the market is. 

Swell . Which man i s coming down f ro111 there? 
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JlcR: 

B.II. Jr: 

JlcR: 

B.II. Jr: 

llcR: 

B.ll.Jr: 

l(cR: 

Oliphant: 

B.II.Jr: 

Oliphant: 

llcR : 

Oliphant: 

B.ll. Jr: 

llcR: 

B.ll. Jr: 

Haas: 

Roche: 

B.ll.Jrt 

Taylor: 

B.ll.Jr: 

189 
-2-

I don' t know yet. Matt's pretty well acquai nted 
with those boys, and he already had a letter that 
they had written the lllew Xork hoWling authori t)' 
last July, ottering to bUf 11 sillion dollars 
worth; they ottered to sell J~ bonds, pay 96 tor 
it . 

What coupon? 

Semi-annual. 

What rate? 

Three and a halt. 

Row much? 

Three and a halt. 

(Oliphant comes in) 

Sorry to be late. 

What you going to do about it? 

Well, you better call my wife. I was out with her 
doing business. 

She has him under control. 

I had to pick it out . 

All rig)lt. 

Be has all the signa. 

George? 

\ 

I have nothing this morning. 

tioth1ng special, air . 

Wayne? 

(loda nothing) 

Herbert? 
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Gnston: ~lmer Irey. gave me a report over the telephone 
about this Lew Schneider. Their aaan llurpey went 
around to see b.1ll and he was very detiant, and 
he said that it was confidential information; 
wouldn' t tell a~body; wouldn't tell the Secr etary, 
wouldn't tell tbe President. And be finally s eid 
that he did see somebody 0s report in so11e broker age 
office; that is, he 11entioned one which be sa~, which 
our men understood was that of a me11ber - of an 
e.mployee of tbe Securities and Exchange Commission. 
But as to tbe Treasury, be wouldn't say wbere he got 
tbe information or wbere it was. 

H.U.Jr: Could you s erve hi.m a summons? 

Oliphant: • What's tbe case? 

Gaston: In tbe confidential pink sbeet of tbe Wbirligig •• • .• 

H.II.Jr: You're (Oliphant) a scream this morning. 

Gaston: In the confidential pink sheet of tbe Whirligig • • • • 

Ol iphant: I '• not quite sober. I went to this man's (Gaston) 
bouse party last night. 

B.II. Jr : Want a little bicarbonate? 

Oli phant: I ' ll full ot bicarbonate. 

Taylor: 

Oliphant: 

H.II.Jr: 

Gaston: 

H.II. Jr: 

Oliphant: 

(Hearty laughter) 

Double bro11o. 

This man Gaston - never went to his bouse parties 

be! ore. 

Well , when Berman comes to, will you ask b.1ll about 
Lew Schneider? 

I• ll ask bill about Lew Schneider. 

All right. 

Shall we pass you (Oliphant)? 

lfo. 

Regraded Uclassified



H.M .Jr: 

!Ia gill : 

Oliphant: 

B.K.Jr: 

Oliphant: 

H. loi .Jr: 

Oliphant: 

B.!A . Jr: 

Oliphant: 

B.M.Jr: 

Oliphant: 

H. II .Jr: 

Oliphant: 

R. :t. Jr: 

Caston: 

H.M.Jr: 

Gaston: 

191 
-4-

Berber·t says :yes . 

It affected Herbert ' s hair . 

Arter r epeated telephone conversations with Mr. Igoe, 
it was agreed we should not inves tigate t he Jury 
panel in t he ¥alone case. 

You know, :you t old me that once, but I'm alw81s glad 
to bear it again. 

And .llr . Igoe intends to tight it out on the Yellowle:y 
contempt charge, because be went in yesterday and 
moved to strike out paragraphs 2, 3, 4, and 5, wbicb 
were those paragraphs setting up that it was not 
un.lawru1 because they didn ' t di scuss anything having 
anything to do with the pending investigation. 

Where were paragraphs 2, 3, 4, and 5? 

In the answer. 

Our answer? 

Yes. And be moved to strike out those. 

Bas be the right to do that? 

Ob :yes. And the Judge, Wilkinson, will bear that 
motion t o strike out . I am confident that WilltiniJon 
will de~ the moti on. 

What else? 

That ' s all. 

And we are free of Mr. Pegler? 

Yes, I talked t o Mr . I ra:y about it. 

They didn't, by any chance, sell him a bill of goods 
that we ware in any "81 responsible for that tbiDI? 
I mean they didn ' t try to •••• 

Ob no, he didn ' t say that. I said we couldn't add 
aeything to what Mr . C~~~~~aings said at the tiae that 
they dropped the cases : that the Treasury' s recoa­
mendation was against it . I said, or course, t ha t 
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naturally the men wbo are investigating tbe case 
always want to go ebead and prosecute. And I 
called Pegler up and told b1m that the spot we 
were in was that the crimina~ end of it was 
entirely in the Department of Justice and as 
to the civil end, if anytbing came out, it bad 
to come out in the normal way, through petition 
to the Board of Tax •ppeals . 

There's the stuff Berman' s given me from the 
Department of Justice. I can't carry any more. 

Now, have those papers (in Oliphant ' s bands) 
anything to do wi tb this meeting? 

No . 

You doubtless noticed that Mr . Dougbton introduced 
a bil~ to extend the excise ta.xes. 

Yes, sir. 

~nd I presume we'll have a hearing by Monday in 
exscutive session. 

Yes, sir. 

I 1 ve been having some correspondence and also tale­
phone conversations with the State Department regard-
ing •• •• 

Wormholes? 

No . • • •• proposals for two treaties: an addendum to 
the French treaty respecting double taxation, ~nd a 
so-cal~ed multilateral treaty respecting double 
taxation of business firms. Those negotiations will 
be with Netherlands , Switzerland, and Italy; they 
want to conduct them this SUIIUDer . VIe have men down 
in the Bureau who are extremely anxious to go on 
this trip and negotiate these treaties; but, soAr 
as I can see, with our present revenue pr ogram, we 
can' t spare anybody who is good enough to negotiate 
with those people. 

That isn't what you t old them. I hear you stuck 
out your chin and said, • we•ve got troubles enough. 
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Now, you•ve had trips for the last three years . 
Now you ' l l s t ay r ight here and tend t o business. " 

Well, that • s what I told the Bureau fallows, but 
that isn•t what I told the State Department . 

What di d you tell them? 

I told the State Department what I just t old you. 
But what I want to Rnow is, is tha t sat isfactor y? 

Listen, if we have anybody right now t ha t knows 
anything about t axes in t he Bureau, I say, "Keep 
him here r ight now." 

We don't nave IIIBIIY, but I ' m saying that . 

All right, anything else? 

That's all. 

Now, you want t o see me? 

I would like to . 

Alone? 

Yes. 

O.K. Class is over. 
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~ 21, 19S7. 

'the Secretary, acoorope.nied by llr. Vagill, llr. Oliphant aDd 

llr. C·utOil, oaw the Preoident at lla40 todal7, the ori~nal a ppointMnt 

haYing b"n for UaOO. the Secretary banded tho Preeident three dcou-

.... nto , oopiea of which are attached. (1) .a. letter fr<a the Secretary 

to the Preoident roporti.n(; on •thode ot income tax t.Toidanoo and 

OTt.o1on ao ob<Mn in tho current roturu tor 19S8 and retW'DI tor other 

yeo.ra, in 'tlb ioh the n-• of Tariouo poroono oaployillg tbeoe deTioeo 

were uoed. (2) .a. oial. l ar letter in which -• 11'1re Cllitted. (S) .a. 

letter f.- tho Secretary to the Preeident on the aubjeot ot taxatic:c 

of non-resident aliena. 

tho Preeident read nth great oar• and intereat doow.nt lo. 1 

t.Dd frequently expre .. ed hie eatiataotion at haTing the 1ntonaation 

t.Tailable . During tho .. toting ho ..,nt1oned that he Nd intonaat1on 

fr""' anotbor souroo that 111cre tboll one hundred ccrporationa had been 

fol'lled in llo.annu, BahAmas, by .Ameriollll , aDd that he bad beard alae 

that Prince E4ward Ial&Dd and Fredericton, 11811' Brunanck were being 

llled in the aane we:y, Be &lao sucgeatod that we look into the ownor-

ah1p of Willi.,. Ra:!dolph Bearat of o. •go.aine in Englt.Dd , wbl.ch 1D 

turn is the o"'lAA r of record o t llr. Bearat• o cutle in Walee. thio 

-rsh1p appearo to be on the theory that tho co.otle io uaed to enter-
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taiD advertiser• in tM <apai~~e, but the Prul.deut tbolJ6)lt ia ... otip­

tion would ohow that it waa nsver ueed except whc Kr. Bearot oooupiea 

it hiluel.t, Kr• lla&ill told the Pruideut that we had had an aceut 

uldll£ an iurestigation in l<auau and that aa a -tter of f'aot tMre 

101re oonaiderably aore than ODe hlmd.red ouoh oorporationa there, Be 

doubt ed that Prince Edward. bland. would b e extenoiTely uaed aime it wu 

aubjeot t o Canadian juri&diotion, 'llbile :.wtowxll&Dd., Which 11 aloo 

be in& 111ed , 1a w:t. . 

!be Preoideut uloed tor additional names , tftnty- five or ""'"'• 

1!11 aaid that it no hie preaeut idea to u.e tbl.a .. aterial 1D a r adio 

addreaa ami that about the aame tl..mot , or soon atten~ard, he llight aond 

a ..... G., to Co!l;reas propooing l e gialation tor oloa1Dg loophole• 1D the 

tax lawo. 'the Secretary raised the quoation of the t1llling, oiDOe he 

regazded it aa i.aportaDI; not to iutorfero with tho oxoioo tax reD- 1 

l•&lolation, wuch 1a about to be introduce d, In additian to odditioD&l 

...,.... the Precident aaked that the Treaeury Departaout atart the prepara­

tion of a bill . Tho President aaid that i n tJJ11 ewut hie r adio a ddre11 

would not b e betoro about the middle ot June, wbl.oh would a llow t1u 

for the other lot gialation to got out at t he W/1• Be 1&14 that hi• 

purpose in aald.ng for aclditional ,...., waa ao aa not to m.ke the thing 

too d iaoriainatory. 

Tho Seoroto.ry add that he -.nted to rai" the queation later 

or tho legality ami the propriety of ZWI1ng """'' pul>lloly, but that 

t here waa plouty ot tine to oonaider that poiut and that we 110ulc! 

Regraded Uclassified



1S6 

- s -

eubait later a lllet\Orand.IZ on the aubjeot. the Pree1dent agreed thet 

there,., time enou£)1 to ooneidor tide point Nld he would giTII it 

oona1c!ere.t1on. 

The wbolo intorrtow lasted ab01t torty llinutee. When the 

party ol:l<lrged from the Preeident• • ottice they ,.. ... •et b)' ,.,.p&per 

MD who im>ediatoly wanted to know 'llbat tb. objoot or tho Yieit wu 

&lld 'llh&t had ooourrcod. the Sooretary told. them that b. wilhod. to 

ooneult StoTII E&rly before eaying ~bing to t-. We all -at to 

E&rly' • oft1oe and 1 t -• aueed the,.., that the Soo,..,tary ebould lillit 

hie etotcomeut to thco 118Wapaper....., to saying that he bo.d preooat.a to 

the PreeideDt an 1nterilll report on our etudiee ot tax colleotione md 

roturne. There -• eome ocnvereat1on with llr. Early about the pro­

priety or haYing the PreeideDt - D&meo 1n a radio eddreee and E&rly 

agreed that it would. be a JAistw. 

Tho Sooretary then eaw the ~aper Mn outeide llr• Early' • 

oft1ce &Dd told thera j~Mt what had been agreed upon &nd deol1nod., 1n 

rooponae to T&riouo questions , to enlo.rge 011 it 1n U\Y W&Y• 

- oOo-
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-· l ................. - ..... - ... fit • Ia ......... fit ..... . 

11111811 wU1 • &t.W 11r • ~ nllt. Ill ... _ _. plaae, till& 

_., .,....,.._uA..,.-u-atre• .... •••ll'ttaU.ww 

atllllw I&WIMI• 'Ill& r-t MU1 at - 1.-,0111 ,.._ - ~ 

_..,, ... u I ££WIIitiiAII-• w _._ 11r .. w wiW lad a fill .. 

'-'liliea_W_ill __ d''t' Ia .. MJ.r ' p Uwl .. t& .... n-&1 lt Ia I&= 

- u•• ta ..,_ .._ ,....._ u .. ..u. n .._ • LMlta.-1 

....... fll .................... W * n fll .. I ltF til& ue lMe 

•~ te .._ lt, ._, -- u1tlr~....._ ... u ,_....,_, 

!loa wntn .r - ,.. 1 .,. .... ..,,.... e..USO 'llllll tau ......._ 

tlw 11r..,. tstt ••• ..a..- r e' ... b.,..... ,. .. llr..,. .......,., .. 

• .. .,. a ~ ta a 1 11t .. "' a r-.ae.• fill _u.,. &a •it!~~ ~-

, ... ..,. U. ,. ... &tM' r. 
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In '1fNr badpt -~ of AprU 200 19370 )'Oil ad'rUed tile Ccqz-

tbat till~~ be 1'-';T --.llovlllllhr to~ • ..,. .. to 

ti~. n. ~ ia - ~- 1A a c-n1 _,...,. of u. .. ,_ 

l&• am tbe1.r ..... m•trnUcll, ill~ tat till requinte w-UaD • :r 

bet Applied to tbe appaopriat.e ~\teN of tbe CCII1j!i'eD 1Jl C''"'llt111-

..... .lt the aut.t., - baft tCIUIIil U.t GID' pi' II- t.lt l.w 

diacrU11Aate ill fn• of the ~t.l:o" nCliM'Midea\ alieDJ am do not ade-­

quatel;r diee~ the t-uon b7 aar e1u- of fCif'C1Dl panOI"'IJ. 

bo''"ne ea~porau-. 1A both- to till d.i.aed'111Dtaea or the~. 

S1nce botb defecte ec1 be ~ eCII':I'W\ed0 without reference to uq 

genenl ~ of tbe zwtam. l.w. I deeire to br1cg tho:a to '1fNr 

atteatiaD at 1.bU tiM. 

!be 1936 .let eH•h•ted U. ~ that a n~dent alien• 

('llithcat um.w stat• office or bus.-) dloald 1lle a ret.umJ ti.Dd 

tbe 11ithl>old•"6 rate f or iDdi'fidualll at 10 percent; an:\ fi'eed the ~ 

ree~..t alien traa tctation on t.Mri.ecl capital pille. SiJlcG the total 

Fodenl tez llpciD a eiu- or f'Niclent =•'au to 10 percent of bil total 

~~et ille- at abaat t 2S,ooo. (in u. - Ill a ISlTied 1.Ddi ddl>al with no 

~h U. wit»o''"ne rate u too 1w u IIJIP''ed to_..,.,...... 
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~ iDdindnah 11'1~ klerlean iDe- Oil aore tban t2s.ooo. Uld too 

h14:b U awJ.!Id to -b 1ndi"P~ 11'1~ Allericnn i DCIIIU of. leN tJID 

U'C nbje~ to tax upa11 t bmr capital aa!No. ~ al.S... llhaald. 

be J;iftD ai.l:d.lu' trea~. 

llltb a 't'iaw to Cibta1JI1Dc t.m .. objecti,_, I I'ONCIICCI-Id' tbat the 

..S.tblm>M~ rate applicable to -=detent aUAD iJidirlaah mauld be 

inercuecl to ) S perceDtJ nth tbe PI'QYUo that it the al.ien wUl r ile a 

return aboldJlc Ilia aU. .lDar1ean iDe- • 1nc>nM nc capital (~!.1M 1D 

tb1l CCIWltry, t~ IN11 be ~ to biJ:l err uc-. of the tax ..s. ~ 

bel.d - tm tax ahmm to be ct. Cll1 tbe return at the ratee applleable 

to Atwrican e1tiuna, lD tbil ~. tbt '- of. nan-roeident ..u- on 

U.ir .&8cr1eall iDccma 'C1.ll be ~ to a p&rlty '011 t l t.lloH of oar 

e1tiltena ..S.th eCIITC8pCill!l1nE; ineca~a, SiDce tbc Dollan' o dancilc 1a tale 

~ place 'lbieh et111 tAke 1Dto ~&c:ecaJI\ h1a a~tin 1ne<lce 1111! b1e ~ 

at:lw • be mcW.d reeein b1a pen;ODil. ClUCptioo r :rou h1o datieUe. 

I • tbcratare • ~crrwnd that 110 prem.l em!ll)tioo be allCllftld bT Ut1a 

eonnt.ry to nco-reeident a1.1 ... 

Fcro14!n c«punt~1CII18 hn1nc 110 ber1can blllineee ahoWd be .-olbjeeted 

to tbc ~ 'llithbol'""ff rato. Since the umutrlbolted profits tax ean 

not r~ be applied to ncb ccapcaau-, I~ that U.ir l::lcr1elm 

inc~, 1nc:l ndSng capital :;aSJ'Ia, be eubjected to £%'*dn~&ted ntca, eurre­

IIJlCIDdina u neerl,y u ~ be to the a'f9!'8P rate. iJII; caed upcD A:miea:n 

C:Cirp<llrlll.icmo 'llit b l!1ci.l.ar 1Dco~:~ee, 
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carpcnU-, with tlle obrtau ciMS.IIl .r ~ tbe ~ 11pca 

U.U' 1Ddi~ iDe-a, u wll. U aar carpanUCID '-• I- DD 

.- 'fbT w uaad neocn'" tbe ~ of tile OCIIpau•• t1c!U• 1D 

till• -·· n.ace, I rec tbet .a-ieaD c1u- _. na.l-.a 

~my s.nt.er.:ata ill fare14D pen~ bold'nc oorparau- be roe­

~ to d S•clcwa tmir holc!inp upc111 tbe1r 1nd1'f1dual. retuma aD1 

U.t U. atoc:lrbolden be tuad ~ tbe1r llbare .t tile e«parate ..,._ 

illp 'tlbetlar cl:1.etr1butecl to u- u cU:dde* or not. fo 1ncJ'eue tbe 

etfecU.,..ae of tl»M ~ron..iCM , ~ tCIIr'II1Jic aueh ccrpo~atiCM, 

or t.bCr ~can actriHn, ahaol4 be J'8qll1nd to tUe :l.Dtor.UCID 

ret\11118 ld.Ul t.be Cc.:d.aaianer of lJiternal l!oii-. 

I line nat atta:lptad to sat f arth all tba dataila ot '"3 rec_.a­

t i - , bet I llbCIIIl.d be , lad. to di.eUM U.. 111Ul :rcu at ywr c~a. 

Fai t.btull,., 
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Ua.y 21, 19~7 

ur. Uagill caco in t o discuss tho speech which he had 
prepared tor ~he President's radio broadcast on taxes. 

219 

He said, "I am very much dia~urbed about naming names 
over t he radio. I t hi nk it would be very serious and 
untor~unate , aa tar as the President ia concerned and also 

as tar ae you and I are concerned. If the Pr esident comes 
ou~ with this epeeoh, anybody could add up and say that 
what be i s giving out ia what llagill dug out and bas giTen 
him. In t ho first place, t his ia only scratching the sur­

face because for every Alfred Sloan there are twelve others 

who are Just aa obJ ectionable. LOoking at it as a scholar, 
t~is is not a good report and will reflect on anybody wno 
'11"111 malte it. (Re i s referring to tne speech uel.ng the 
names.) 

•I do not like hiS giving ~ne apeocn, because we are in 

the midst ot revising t he tax laws. Aa tar aa I personally 

am concerned, there is nothing wor se from ~ personal point 
ot view t han hie making thla speech. I t hink the President 

la entitled t o being given this speech even if be dose not 

use it.• HU,Jr'a comment was, 1 And eo what!• Uegill 
answered, "I.n the first place, I Judge from what you said 

and from what the President said that he fe el s it neceesary 
~hat something of this kind should be given out. Re is t he 

beat Judge of that, While I think this speech without 
names i a i mmensely leas ef fective, I t hink t o anybody who 
had not read the speech with tho names it would be otfec\ ive.• 

The secr etary then said, "Let's leave the question ot 
n&Dea to one si de. I am opposed to h is giving the names . 

I do not t hink he will do it because i t will stir up clasa 

hatred unnecessarily. Suppose the President Just makes 
t he methode public that the taxpayers are using, then what 
happens? • Ur. Uagill r eplied, "The Joint Committee on Tax­
ation will do somet hi ng or the President will tell them to 

do somet hing. • 

Ur , Uorgenthap then eaid, •Uy teellng i a this: t hat the 
President can wrtto a letter of t his kind witll names and 
address it t o t he Cbairoan ot the Joint Comaittee on Taxa­

t i on and aak t hem t o malta an extensive study i n cooperation 

with the Bureau of Internal Revenue looking f orward to next 
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Fall. Let it apread that way.• 
the best way to do.• 

Kag1ll said, 1Tbat 11 

Cont1nu1ng, HU,Jr. aa1d, 'Oliphant doaa not agree with 
t.llat . He has had 1t 1n h1e mind tor some time tllat we 
ougAt to have something like the Pecora investigation. 
It be puts th1e thing 1n wh1le th1a leg1alat1on 11 pendlna 
t.o extend the exo1ae tax, you w1ll have all klndaot amend­
menta tacked on to that. I have put the word •oonf1dent1al" 
on t he speech with the names in it and 1t may irritate the 
President, but I Juat can't help it. You know, th1e sudden 
awakening ot the moral 1nd1gnation ot th1e Adm1n1strat1on 
w11l have a terr1t1o effect. Ura. Uorgenthau's reaction 
was t hat she enJoyed bearing the speech and her queetion 
wae, "Are t hey not doing th1e under the law11 Uag1ll re­
plied, "In !!IOit oaseo , yea. The worst examples ot evae1on 
are the two 1tema wh1cn he w1ll not g1ve and that ie t he 
percentage ot depletion ot the comaunity property bue1neee. • 
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(Ia a111loll8 o~ &:>llaro at $35 - '""'co) 

Ool4 piL'04ucUoa .. , so14 •oT .. ent• - net 1~orte (f), a•t ezpor\e (-) 

1Jor14 ' Wcr14 ' 'production' pro4'1lc\1aa t tJ.S. U.J:. J'ruoe :Jetberlaa4etSw1\ser1..&t hl&t• 
•ouh14 tJ.S.: 

958 162 1,1)2 716 l!o9 - 123 - ll(j 6 
1,050 939 1,739 :no Sll! -199 - 231 9 
1,222 1,072 1,117 1,170 - 1.1~ .11 63.11 122 10 

1m ;. J~ 105 121 26 • • 0 .1 .1 
h'bJ"Ul')' 101 

~ 120 122 • • - 17 .1 
118roll 1o6 ~ ...1! • • 0.6 • 

'fo\al 
h\ 3 .oa\luo 312 279 395 711 • • - 16.5 • 

.tpri1 • • 216 10 • • • • 
••• • •• u. ... : - 7 • • 36 • • • • • 

llaT 111 • • Jll • • • • • 

tre......,. Depar•ent, Dhhio.n ot Reeecch &4 Stattetice. ... ,. 211. 1937· 

JJ lla• .oathe, nc ftcar•• repcrte4 eiDCe Septeaber 1936. 
• ftpne net aYa1lab1e . 

. ·· 

Regraded Uclassified



Cold re .. r-rea ot Oeatr al :Batlko end t:onr,..ato y 
(I a .Ul1ot11 ot dollar• at S35 J11 r tlne omu:e) 

!Dd of-' 

1934 
1935 
1936 

1937 
Jan. 
Peb. 
l'u. 
Aprll 

United 
States 

S,2JS 
10,1?5 
11,258 

11,358 
11,4}6 
11,574 
11,799 

Ulllted 
ll:ln«don 

1,584 
1,64s 
2, 5tll~ 

Ssti;etod hpld\ pce in: 

hMce 

~.4115 
.395 

2,995 

2,846 
2,846 
2,846 
2,846 

lfetherlllllde 

~73 38 
490 

558 
598 
626 
670 

(llilllono ot dollars) 
- 1, 750!} 

16o 11 
1651/ 
100 II 

Brltlah Equall&Atlon £cct. 
French Stab111sat1oa lUnd 
r.etber1ande Iqu&llsatlon POnd -
!hrlaa !<luallzatlon POnd 

!hrl her land 

62ll 
1154 
655 

657 
657 
657 
635 

!} Our own eatlmatea. 
Y The recorded torll&n excluul4:e holdi~ ot the ~<bon Hate~ 

Centrlll .Be.nk• ,.... amall . 

Tre~<~ury Dopertmeat, DlYialon of Reeearch and Statlotlca. 
IIII.Y 24, 1937. 
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II&¥ 22, 1937 

J'Or1 

Prepared bTl 

llec!retarT llorc-thau 

Ill'. leltaer /!If 
., 

In a441Ucm to U.. aoo~ three ....,ru4a, I han j)rep&red 
a drat\ ...., .. ilml .. uuM. 1 0oulclal'at1011.11 .t,tt..,Uac the D .. ir.llle 
To~ of Bill lo~Neo,• whloh I dhowooM. wUh llr. ~lor, but 011 which I ahoW.d lib to 4o a little 110re work. !he .. botuoo of thlo 
a01110:randua 1e \hat an iliON&" of from t500 ailliono to $1,000 a1l-
11ono 111 the ouhtan41D,t wluae of bill houoo OOilld be JuoUtlM, 1t 
fOillld otherwloe deoirablo, on the baolo of 

(a) !he pJ'Oopoothe net balanoo of oeah recelpto &Yar 
oaeb ap111dUureo ilur1ll« tba tlocal 71U 1938, exclnoln of 
gold oter1liaat1coo apen41 t>tteo: 

(b) Ito. III?IOlal character of our cold otlrlUzatlcm 
~41tureot 

(c) !he eboolute level of eotlaated reoelptor 

(d) !he 1110oeoo of Great Britain in u.lntalnlng out­
otaii41D,t a bill w1uae renging bet111en 10111 $J , OOO 11111110111 
and $4,000 allllono alnoe 1932, with a total i11tereot-beartnc 
internal debt IIPPJ'OxlMtlJ!C $34, 000 alUlo11o, and a 1enl of 
IIDZl11al reoedph oubotant1~ below tbat curreatl:r eatl•ted 
for the lJhltld Stat .. : 

(e) !toe -d of 'bo.nb for a ~r "'1- of ebort­
t ora, eao.ll:r ao.:rlcetab1o pepar to oapp1•eet tba 11011 llladeql:late 
wl- of 'b&nk aoooptano .. ud other op.-rltet paper: 

(f) !ho alhratlon of tba tl.oal pooltlo11 of the 
hderal ao.-t frCII 0111 ii1Tolrlac otoadT ,.., borrowiac 
to 0111 111 111>1oh ..sbotant1al debt reillloUon h 111 proopeot. 

~1-Uac theoo aaterialo, 1111 are wol'klnc 011 oiTIJ'al alh...,... 
tho •thode of the \lalD,t 1114 aaturut .. of bill loweo. It, for 
eD~~~le, U wre 4eo14K to oubo\lwte 6-.oa\luo billa for oar preo .. \ 
olrloo ot 9-em\luo biUo, ftekl:r lonoo of $75 a1U1011.11 ill place of 
$50 allU011.11 -t4 l&l.Uaa\al:r be •-•aar:r to aallltaill Olltotudl.,. 
the - 1no1 of lllllo. It the &-u.. billo wre 111'1114 ill the 
-t ot m alllloao 1l1lekl:r at the bt!P•'•· 111 -t4 .., '•te 
durlac the tlret atx -the ..,.. $650 aillioao of - .-an but • 
equal aet -=t of blUe woul.4 be retired ciDr1Jtc the oaou1DI three -tho. 
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.l 't'arlatlon of thte altar11athe, to take 11110tller e:D~~~le , ...,uld 
lDYoln tlle 1 .. - ot $75 alWou welclT of 'blUe 1t -toare ~ 
arouDd the lllddle of D«rl llarall, 'IIIIa lDooa .. \u J"Meiph aloDa an 
eeUuted to app..n.&te t900 lll.Wona, aDd total reoe!ph tor tlle 
a011th $1,200 lll.Ulona. 1Jil4er thte altel'llatln, libwlee, w ooul4 
p ick up - t65o lll.Ul- of 11 .. .,.,..7, ot "llhlob - $150 lll.U!one 
WOI1ld be repaid 111 DM•bor, a11d ooM $500 lll.Uloae Den lliu'obo 

lfe are aleo iDTeeticatlD« the po .. iblll\1 .. of rmT!D« tlle uee 
ot 'l'reaiUl"Y oertlfloahe of 1n4e'bte4Den to euppl-t 'frea1111r7 bdlle 
111 meetlD« tlle lhort-hra a ede of both the 'l.'rea11Ul7 OAd the -7 
aarlceh. 'l'lle data tbua tar pthend appear to 1Dd1oate that 'freallllr7 
certltioatee of 1D4e'bhdDe .. poeae .. a w14er IIPPeal -~~« 1Dtarlor 
baDice and oo:rporaU•• thaD ~ blUe, 'b- 110 OOJIPetH!n 
b1cl.d!D« h DeOUMJ"7 ud a ooap011 rate of lntereet h ottore4. 'l'be 
41ea4Yalltage, ttoa tbe frea11Ul"7'e at1111dpo1Dt, h, of oourae, that tlle 
ooup011 rata .aat be fixed i n a4nnce, ratber thaD be 4etera1Dod 'b7 
eOOI)eti the 'bldd1JI«; 'but &11 ottaetttD« a41'Utage _.., be tlle w14er 
41atrlbut10D of tho oertltioahe 111 the interior, aDd tlle reaultut 
41111uhhod rel10110e up011 tha ... York .arlcet aloua tor OIU" abort--tara 
t1uaD01D«• 'l'bie h a nbJoot that lll&ht well be 41ecuued w1 th tlle 
federal Reeer..e autborltiea. 
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TREASURY DEPARTMENT 

INTDI OP'P'IC8 COMMUNICAT1~ 

la 1140 a& 1Ml tM ~ .,.. tur'-1.7 &a\e b la lep\eUel' 

.. u. !nuU7 .. -'-....... tale fo11..UC 1- ~ .... 7 ...... 1 

x .... CUre\ nau .,.., aau'·"ac 
••lrl• <llr''''w> 

1-a/ w(. ... 1/U/• 100 •faa 1.11 • 1,1'71 

1-1/ af, I 1/ U/• 10011/ U 1.11 .,. 
l•l/ af, • ~a/u/• 100 4/11 1.41 m 

1•1/ af, • 1/16/41 100 1/U 1 •• '" 
1-3/ w(. I 1/U/41 " 11/ U 1.41 1106 

1•1/ tl> 1 13/U/41 " 21/ Ja 1.10 
.,. 

X.h\e& Mlew are polalMJ.Ul• •tube la ..,, • ....,., 1140 aa& 

1Hl ..& a fh~AI' M\a -\Vlac la hM 1MII 

l•l./. t /U/fl> ( I 7ft. I ••• ) 

1-a/ w(. I I I 

W / w(. t / 11/41 (4 PI• I •••) 

1-1/ flt I I I 

1<4/flt 1/16/41 (I 7MJ'&) 

1 .41 

1 •• 

1.10 

1 ... 

~~J/ ..... 
11/ ..... 
1 pola .. 1/ aaa& 

~~J/u.M 
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!M Gnu-• 1ec1v1 \7 liarD\ 

W.U:tU.M~~qaa,1m - • -
~1 ...,. .. 117 frwar7 ....... u \be fire\ u4 \be lad '" ..-,. 

of tao paa\ ~ waul .. oUp\17 louoo oa tao otur t1one ..-,. 

't'Uia tao ao\ nftl\ \Ia&\ \lie annp prtoo ao of tao clue la\11Nq 

•• alln.\ 1/ 8\h of a pc1a\ hlpu \lau \lad of \lao prntou -11:. 

la4hitul ..,.._ nap4 Ina 1 \e 7/aa.b. Tol- plab4wp o11cl>U7 

oa oOYoral ..-,. ._, for \ho ~ ao a wllole o.a\lau4 \o 'loe ..all u 

lU\lo la\oree\ ,... elac't'll u oltaor e14o of \lao •l'lla\ aa4 \ra41111 ,... 

... \17 1a -.11 hh. Ia~'• c:loolac prtooa for tao liA4a, a 

\lao annp, nn .~, 1•1/ 4 pc1a\o aW.o \booo of April 1, ""- \be 

•l'llat ....... appron.&\ol7 Uo lO't'Oo\ lnol of \lao TOU· r.r.11.c. 
11- wn u\r.el7 ~·' aa4..,.... U\Uo prtoo olaalllo fer \lao 

't'Mk, 't'b.llo I.O.I..C. 1o ... o &4--' 2 .... J / 32AU. 

A1 \lancll \lao !roanJ7 aoh .arb\ r.aioo4 "IT .,Uot, • t1a 

\eao prow.ll ... \larftPR\ tao wok 't'l\la \lao -.pUoa of- 4a7 •• 
... , of \lao 1o ... o loot 1/UM. ~ wao pt1M1po117 for \lao 

1tH, 11140 .... lNl •tartUoo aa4 \Moo f1alolaM 1 \e 4/ Uau hl&Mr 

rela\ho \o \be pren ... ~·• olooo. !lilt &TOftP 71o14 oa 1 \o I 

Je&r aowo 4oal1aM 0,04 par _, w l.lt par -•· 
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Secretary of State, 

Waslrl.n,;;ton . 

6711 ~ay.22, 1 p . m. 

PROI! COCHRAN . 

GRAY 

Paris 

oated May 22 , 1937 

Rec ' d 10 a . m. 

Reference my 668, Hay 21, 5 p . m. 
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Agence Economique et Financiere t oday reports that 

at hearing before Chamber Finnnoe Committee , Minister o! 

Finance Auriol yesterday insisted upon the "satisfactory" 

situation o! the Treasury. He stated that the state had 

at its disposal as o! May 20 outside o! the normal 

budgetary receipts more than 4 1 000, 000, 000 francs . He 

explained this total as follows: advances which could 

still be obtained !rom the Bank o! France amounted to 

2
1
300, 000

1
000

1 
400, 0001 000 were provided by the last 

loan of the City o! Pario more than 1,ooo,ooo, ooo remained 

in the Treasury ' s account at the Banko! France 

317 , 000
1
000 •:1ere produced by the recent issue of Colonial 

loans and 300, 000, 000 were being produced from the r ecent 

loan issue for the Caisse des Pensions . The llinister 

expressed co9e that the demands for cashing of the 4~ 
1934 
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FS 2MNo . 6711 May 22,l ,p .m. from Paria 

1931 Treasury bonds which mature 1n October and of which 

t he toto.1 is 9, 000, 000,000 fra n os will be less important 

than might be feared . 

KLP :WWC BULL ITT 
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Storttcry of StatE, 

lics:Unt;ton, 

L!~y 22, 11 o. . m. 

OnAY 

'll-ho:y 

DatEd May oa, 1057, 

Reo ' d , 5:35 a , m, 
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S~.lvtr mnrltEt continuEs featurtltac tlith d=d 

princi pally froc intErior and rEedy prio£ gEnErally about 

rupE~o 53 ).)Er 100 tolna . Stooke on hand about 32, 500 bora 

nnd avua,;E dai1:; off- tak£ about 120 bc.rs . A shipmEnt 

vo.1uE<l ct about 96, 000 pounds (atErlillg) rEportEd from 

London. 

C!o1d norktt uncErto.in but s trtn.:;t iltnEd o. t thE cleo£ by 

ot £ady l.l~Erican dol1c.r . During t l'E r1EEk rtc.dy gold il:lprovta 

fro~ rup£Ea 34-8- 6 to r UpEEs 34-10 ptr to1a. 

'''.'0 
0\'1 

' 
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~ DE LA PAIX - CENEVE 

SWlday, ll&y 231/f 7 

SUb1 eet: Jareotie Swgp;lin& - Europe. 

Have been down here tor several days, 11 tUng in on the meetings or 

the Seizure Cosaittee. Have picked up quite a little which I tit=• will 

be of use to us in diagnosing tbe trend of aauggl1ng traffic, what to 

expect from certain countries 1 etc. I have been particularly interested 

in, and have cultinted the fri endship of, the enforc8111ent aeabers or t he 

eo-ittee (the pclie-, eo to apeak) end t..ve found tbea, with pcssibly 

one exception, t.o be on tbe •up and up• with regard to a desire to real.lJ' 
do somet hins . The enforcement officers in question are Cbarm&n of Canada, 

Coles of Enjjl.and , Ruaeell Pasha of Egypt, Einthoven of Holland, Scbultz 

of Austria (he i s also bead of the European International Police Bureau) 1 

llondanel of France. Also here unotricially are TO...a or Berlill (be can 

not co""' to a Leasue meeting as hie gover=ent does not go 111 for sue), 

and Dr. Huber of Beale , a gentleman •ho Jmowa considerable about the 

Swiss situation in his canton, 'l'hich was fon~orly a bad place for illicit 

factories . AnsliUier &rr&n&ed for tbe latter two to COOte here quietly SO 

we could talk to thea. We have had two private conferences with these 

gentle11en1 one at our hotel here and one at Einthoven 1 s hotel. After tbe 

conference at our hotel, we (Anslincer, flsit, wd I) threw a party for thea 

whic!l was quite an affair, end did no harm tor the general cause. 

The co.aittee meetings han been quite 1nterest1ng. Tbe 11ne of de­

marcation 1a quite a pparent, between those who are here to cover up, or, 

let us sa;r, tone down the report ot, what haa happened in the way ot 

seizures of oarcot1cs ori&1nat1Ui troa, or tek1ng place in, their own 

countries (in thia group are Buo ot China, Iob>jaaa ot J a pa.n, Vaaconeeloa 

of Portugal, the Siamese repreaentltiYe, and the Turkish representatiYe; 

I would also claaa Jlondanel of France w1 tb t hia group) 1 and the enforoe­

•ent aeabera a-bove aentioned . The aost illpcrtant thing a to IIY a1nd which 

haYe beell clearly d&Yeloped b)' tbe t..nalJ'sis or seizures duriUI 1936 and 

the first quarter of 1937 are these• 

(a) Iran (Persia) is the worst offender in pcint of source as s hown 

b)' tbe n~s seizure s of Iranian opiua. Jlost of it caae b)' wa;r of 

Jlacao, hut the tact reaaills it ia Ira.aian opiua. lie should watch thia 

source tor a direot .-uggling angle, instead ot over the Par East. 

(b) Jleco.o 1a u bad aa, or worse than, ever, in spite of the t act 

the t Portupl qde a p11;7 ot chaUiiUI tbe &overDOr and proseeu tin& atrYeral 

officials who were notoriousl7 crooked. 
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(c) The aituation as regards J;paneae controlled territory 11 the 

sue as last year. loltoJ ... aays be is trying to get tbe l.aw cbanaed 

to provide sufficient peo&lties, but I note there baa beCI no proaresa 

made. 

(d) Cbi.na is tba aaae aa reaarcla looaeneaa or control. 

(e) lugoelarla h a plaoe which will bear watching, juat as we 

lvlve thought. 

(f) Turkey will also bear watching. 

Interesting hisb l .ighta which have come to the surface are tbaaet 

(a} lbere is t ton of heroin on the Ialt.nd of llacao, which 1a the 

collective amount or several years seizures. The explanation of the 

llacao authorities as to why this bas not been leaally disposed of 11 

that it is in their IIUSawo aa an exhibit. It would be interestin£ to 

know bow aucb is aome type or white powder aubetitution. .Uao, tbe 

seizure ott HoD£ltong or some 400 kilos of raw opium, aold to a fishing 

junk for use of ita crew, ia of considerable interest. 

232 

(b) line tone of raw opiWII was sold It)' the Prince of tbe Shan 

States (India} to Siam without benefit of League II&Obinery. The Siamese 

officials got friahtened reaarding the operation and tried to c8JIOurl&ge 

the transaction as a eeizure, tbe pe.)'llent of reward tor inten-tion being 

exactly tbe 8JIOunt of the aareed purclvlse price . (This caae to light O'fer 

a year ago , but it ia still a matter of embarrassment to Siaa.} 

(c) Approxi&atel7 a too of opiua passed t broucb the port of llaraeillea 

in trr.osi t, without tha legal .,.cbinery of a transit parmi t eo far aa bea 

been ascerteinecl. 

(d) There are stocks of opium in certa.in tree porta, notabq llaaburg, 

wl!ich have been stored tbere b)" League peral.aaion, pending transfer b7 aale. 

(Personally I think this is danaeroua , particularly from what our inforaera 

tell ua in llaaburg. I bad this brought to tbe attention of Tboua purposely 

two or three tiaea. He saya be will look into tha quoation of possible 

clandestine remO'fal. Strange to say, he apparently knew nothing about it. } 

Out of tbe general discussion of international trattlckera b)" tbe 

entorc.....,nt officera, we were able to turn up one •bOD we baYe been neglect­

ing and r:bo is posi tiTely identified as importent in the Canadian uucgllng 

picture. He ia now in Antwerp and we will look into his actirltiea. A 

great II&D1 or the indirlduala diacuaaed were inter-&l.ropeen ~era aDd 

ot no direct interest to ue. lloweTer, we lliaaecl DO bats u .._ of tbaa 

are in both the European and trans-Atlantic rackete. 

At tha r~est of Eintbova, wbooo I bad prerloualy contacted ill 

Rotterdu, I ~~&de a apeech to tba OO,.a as to tbe trend of ~101 to the 

Regraded Uclassified



233 
-3-

Onited Statea O't'er Europe. I was clad to baTe thia requeat aade ill We wa7 by ou ot the European bo7•· I l aid into the aubjeot in a bic rta:T, Mld.Dg tbe point tbat a eonaidarable percente&e ot the oarcot ica •• .._ aa'n'nc ill Europe, illatead of all o! i t cniDc to .lMrl.ce, therefore it wu up to tbe European antorc-t otticcre to cooperate rtitb ue ill break­iDe i t up, due to the daDger to their OrtD oountriea. The ceatl- were 1111cb 1Dtereated, particulerl;y when I cited tbe Liaen caM as a poa1t1n example. (TMu.a and Scbults asked tor .ore 1Dtoraat1Dn tbe next .orniDc•) The recital wae perhaps a little diaconcertiog to l ondanel, particularly tbe Paris angle, as he bad attupted to llake the Seizure Cou.ittee t bink that Trance wae not plaJ'in& a pllrt aa concerned a coocentration or tren.,_ abipaeot point. 

I w1ll continue to attend the aeetillca as long as there i a -.tb1Dc or Talue to be cotten out or thea. The public beariDca ot the .t.ctnaoJ7 Coouaittee start to...orrow. 

The tact that the Secretar;y 1a eo illterasted 1D breakiog up narcotic aaugcliD& to o11r countJ7 tbet be baa detailed one ot bia personal aaahtante to de"''elop all pose! ble out of tbe toreip pbasee, bas appar entl7 made a favorable i.apreseion on certeiD 1Ddindllale 1Dtereated in tbe utter pa­triot1call7 and otberrtise, as endenced by tbe tact that one Mr . Ma;y, proaillant 1D this tiald prlntely (and alao aa a League Ccoaittee supporter) contacted me attar he found I was here and asked for tbe opportunit7 of diacusaillg what 1a he1Dc done alone certaill linea. Ira. l oorebead ia also hare, r epresenting tbe Foretp Polic7 Association. 

Mr. I"uller, by the wa7, bas been quite friendly. 

Best regards , Sir. 

TllliiPSOif. 

P .S. In co1111ect1on nth our eadeaTor to get 1Dforaation on -·u11n1 b7 cargo, I u propoa.iDg to Mr. llait that our aceota at the porta where we han thea now workinc aorutinise all conaular certificates on tnvoice l or request& tor aue raade to the eonaula there. Tbia, in coiiii8Ct10D rith 1n•eattcation of &Jq cargo anteriDc 1Jbited Statee porta witl!out consular certiticatee, II8J' be o! Yalua. 

Sahib (lick' e aan) n"" explains tbe •ark" b7 aq1Dc tbat i t - • 11,.. to b1a by a Rneaian lad7 fri&Dd, We are obe8J'1'inc b1a cloael7 . Wbile be baa not aa yet turned up anytbiDc or Talue, n still tbink be II&)' be of nee. 
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H. LI . Jr: 

Operator : 

Geor ge 
Harrison: 

H.II.Jr: 

H: 

8 .l.I.Jr: 

8: 

d.I.!.Jr: 

8: 

B. Y.Jr: 

B: 

R. I4.Jr: 

8 : 

R.!I.Jr: 

8: 

B.M.Jr: 

H: 

B. LI.Jr: 

H: 

H.M: .Jr: 

Bello. 

Governor Harrison. 

llay 24, 1937 
9:14 A. ll. 

Hello, this is George Harrison. 

Good morning. 

I 1m sorry I wasn't here when you called Friday, but 
I bad to go to Atlantic City to a banquet . 

I hope it - your digestion' s all right today. 

(Laughs) ~uite all r ight . 

Yes . 

Yes, it was t he New Jersey State Bankers ' Convention 
and I beard that fellow Angas make a speech. 

Oh yes. 

Uade me d arn sore t oo; I 111 tell you about it. 

Right. 

Ati- did you have something that you •••• 

Well, I - I think that - is Burgess back? 

Be 's getting back this morning. 

Well, I•d like i f you fellows would talk it over, 
because I think at my afternoon press con(erence, 
unless you fellows give me some reason, I 1u going 
to tell them that our financing will be June 7th. See? 

Well, I - I ' ll talk it over with Burgess but I ' m sure 
there ' s no r eason why you shouldn ' t. I think that ' s 
all right. 
Because I find that people are going to start taking 
t heir weekends Thursday . 

Yes 

See? 
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Yes 

And it will make it too long. 

Yes 
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I mean they're not going to be interested in financing 
over t his weekend. 

No, I think not either. 

Now • •• 

I think it would be a good idea Lf you'd just relieve 
their sinds about it . 

Pardon me? 
• 

I think it would be just as well to r elieve their 
minds about it. 

That's what l thought. 

Yes, I see no objection, but I'll talk to Burgess 
as soon a s he gets in. 

Yes 

I'm sure be won ' t, because I 
telephone when he was up at 
then on June 7th. 

talked to him on the 
and be agreed 

Now, there are three Potters of the Guaranty Bank. 

Three what? 

Three llr . Potters. 

Yes 

Which is t he one which i s the number one one? 

w. c. 
• • c.? 

Yea 
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O.K., because I 1m going to get in touch with him 
and aee whether he wants to come down this week. 

I thlnk tba t would be a good idea . 

What? 

Be a good idea. 

Don't you think so? 

And - ab - yes, I - I don 't know - you mean some t1ae 
after we ' ve bad our meeting tomorrow? 

Ob yes. 

Yes 

Yes 

I think that's all right. 

General talk. 

Yes. 

I•ve bad qui te a few people down. I 'm not going t o 
have any of the Government bond fellows down till 
next week. 

Yes 

But I•ve bad two, three peopl e last week a~ I 1m 
going to have some more. · 

Yes. £nything I can do t or you - do for you about it? 

I don'~hink so . I t hink we•ll just call thea up, 
straicht business, and ask him would he care to come. 

Yea, I think tbat.' s all richt . 

What? 

I think it's all right. 

Yea 
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Well, if you1ll talk it over • ••• 

He ' ll talk to you about gold probably . 

That's ell right . He can talk to me about enythiDC 
he wants; it may do him good. 

Uh-huh. Al~ right; well, I think that ' s first rete. 

And then you let me know. 

Yes, I•ll let you know. 

Thank you. 

\ 
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Operator . 

llr . Eccles . 

Hello. 
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Chair~n Eccles . Go a head . 

Hello. 

Hello . 

llarriner. 

Good morning • 

llay 24, 1937 
9 : 24 ! . ll. 

9 : 26 A.M. 
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Good morning . I 1 ve just got a letter from a Director 
of one of the Federal Reserve Banks, which reads as 
follows: "I have received a confidential report from 
the Federal Reserve Bank here, giving the comments 
of the ~ivision of Research and Statistics of the 
Board of Governors on a memorandum prepared on 
April 30th by the Federal Reserve Bank' s Di~ion 
of Research and Statistics on the possible reaction 
to a downward r evision of the buying price of gold . " 
Ah - I suppose it' s illpossible that the Secretary or 
the Treasury should be - could s ee such a me11orandum? 

Well, I don't know what it is . ·what's the date or it, 
you say? 

April 30th. 
We haven't a thing over there that you 1re not welcome to . 

Well , I suppose I 've got t o find it out from the 
Directors of a Bank out in the Middle West . 

(Laughs) I wouldn' t say tbat. You - you don' t went 
a - a copy of ever y report that's made over there, do 

you? 

I do on gold. 
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It1 s on the 30th, you say? 

Yea, because people go over there and are 
constantly getting the stu!! about gold and 
that you don ' t know 807th1ng about 'lhat the 
s t abi l i zati on price is and bow can you regulate 
credit it you don•t know 'lhat the Treasury 1a 
doing and all that sort ot stutt and - ah - how 
am I going to stop rumors it ••• • •• • 

• 
We - we haven' t bad any discussion on • ••••• 

Ob yes you pave • 

••••• on gol d tor- ah ' - the last time the Open 
llarket Committee met. 

I told you personally. 

What i s it? 

You personally. I get it all the time. 

Well I ' ve talked to some ot your people; I've 
t alked to Wayne and I ••••••••• 

No, people outside not connected with the 
government and then they come over here with 
the jitters - I don•t bl811e them. When I bear 
what you tell them I get the jitters . 

Well Why don' t you call me- I- I- You • •• ••• 

Well I am calling you. 

Yes, but you' re telling me now. WhY don ' t you 
call me at the time i t I'm saying something that 
I shouldn' t say. 

Well I ' d have to be calling you every hour. 

Oh (Laughs) you wouldn' t have to do any such a 
thing. 

Well sure here ' s a memorandum that goes out; 
we're not' even- they don't even check it with 
our Research Stat!. 
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E: Well I don't know an:ythinc about it; I don't Jmow 
what memorandum it can be. What bank did i t go t o? 

H.M.Jr: Chicago . 

E: Oh i s that the one that went to Wood? 

H.M.Jr: I dontt know. Yes, the letter is ! rom Wood. 

E: Well what Wood did - their - their Research Division 
in Chicago did somethtnc - it wasn't our Resear ch 
Division here. 

H.W.Jr: We11 Ita just reading you what it says. 

E: Well their Research Division 1n Chiceco did some 
work, as I recall it, and they send the - a memorandum 
that their Research Division over here to our Research 
Division. 

H.K.Jr: We11 I don't know what it is but •• ••• • 

E: 

H.li.Jr: 

E: 

H.M.Jr : 

E: 

B.Lt. Jr : 

E: 

H.ll.Jr: 

E: 

H.M.Jr: 

And Wood wanted me to make a comment on it and I 
retused to do it. 

Well then it - he sent me a copy of the letter he 
wrote you. 

Yes, and I didn ' t make a reply. 

Yes. 

I didn't make any comment on it. 

Yes. 

Well now would you - what are you criticizing me for 
now? 

What? 

I say what are you criticizing me for n.ow? 

Well what - what Ita - i s the - ah - the things that 
this whole discussion that you have with people that 
you see on gold and then the t act that you tell people 
that you see that - bow can you expect to lll&n.age the 
credit or the country when you hann' t the slightest 
i dea of what's going on in the Stabilization Fund 1n 

the Treasury. 
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I don' t do any such a thing; all I siiiPlY say is I 
know nothinc about it when they discuss gold with me -
I say, •I know nothing about what 1 s going on and I 
don ' t expect to know", 

Yes. 

It isn' t mT responsibility to know and, so tar as 
the credit si tuation 1n the country i s concerned, 
gold is being sterilized and it has no influence on 
our situation. 

Well -

And anybody that tells you to the contrary is not 
tellinc you the truth. 

Yes, well when I see you to110r row I 111 tell you 1n 
more detaiL 

Well tbat•s -is there any information you want on 
this- ah • ••• •• 

!I . !.I.J r : Well I'd like to see you as long as Wood is all excited; 
I ' d like to see the memorandum that Wood is excited 
about. 

E: 

H. M. Jr: 

E: 

H.M.Jr: 

Well - it's -it' s a memorandum that he's- that the 
Division 1n Chicago reported on. 

Well I mean how can I answer his letter if I don't 
see the memorandum? 

Well I•ll - I ' ll see wbat they' ve got over 1n the 
division on it and, as I recall, they - i t 1 s - it' s 
a r eport that t heir own d1vision made and whether 
Afton, as the Cha1r1118n of that Board out there to 1181te 
a report ••••• •• 

I see . 

E: •• •• • • and they made a report •.••. ·• 

B.M.J r: Yes. 

E: ••• • and Wood wrote .a this letter ••• •• • 

B.W.Jr: Yes. 
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E: •••• • . and wanted ae to co..ent on it and I refUsed to 
co-t. 

B,ll,Jr: Ab-ba. 

E: Now he sent the let ter to :you and he wants :you to 
co111111ent. 

B.Y.Jr: Yes , well I can' t comment when I don't know what's 1n 
report. 

E: Well ask b1a to send :you the report because it' s - I 
think tt' s a report that their own D1rts1on made onr 
there. 

a.li.Jr: o.Jt. Al.l r1gbt. 

"'' ~ · All r1ght, sir. 
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GROUP llEETING llay 2.4, 1937 
9 : JO A.M. 

Present: 

llagill: 

H.U.Jr: 

Mrs Klotz 
K.r. llcReynolds 
!lr . Bell 
Mr. Lochhead 
Mr. Upham 
Dr. Viner 
!lr. Gibbons 
llr. Taylor 
Mr. Gaston 
Mr . Oliphant 
Mr . Magill 

I talked to Mr. Doughton over the telephone this 
morning. Be said his Committee was now having bearings 
on some Customs bill t ha t Bester had brought up, and 
be thought be better proceed With that; if, however, 
it takes too long, be said he would interrupt the 
hearings some t ime about Wednesday in order to have 
an executive session on the extension of the excise 
taxes; he would call me 11bout it . 

Ub-bub. Tbat•s all? 

llag111: That's all I have. 

Oliphant: A long time ego we called the Preside.nt 1 s attention 
to an accumulat.ion of 150, 000 cases in the Customs 
Court in New York. It was discussed in Cabinet and 
he delegated you and the Attorney General to clean it 
up; and you designated me t o net for you and the 
Attorney General designated Mr . Jackson, the Assistant 
Attorney General, to act for him, and we have proceeded 
with the study - a long story . After a preliminary 
conference with Jackson, we more or less agreed t o go 
oft and do our part of it, end in the course of doing 
our part of it, a few things turned up that concerned 
Justice more than it concerned us. The purpose of 
these letters is to transmit tha t report to the 
Attorney General, advising him that 1111 be glad 
t o - as General Counsel, to discuss it with hia at 
his convenience; the other p$pers being a copy ot 
the report transmitted to you over rJJ;:Y signature. 

(B.II.Jr signs letter) 

H.II . Jr: O.IC. 
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It ' s a long story. 

All right. · 
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And I'll turn this over to llac. 

Yes. _. 

That's all. 

Berbet't? 
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Various press associations yesterday wanted a state­
ment from you in connection wi th the death of John 
D. rlockefeller. I told them J. wasn't able to get 
in contact with you. I supposed you didn1 t want to 
express any opinion. 

Sure I do. Tell them I hope the statement he gave 
all his money away is grossly exaggerated. 

They wanted me to tell them how much he had given 
away and how much taxes his estate was going to have 
to pay, etc . 

Anything else? 

Nothing, no. 

Wayne? 

Nothing. 

Did you get in last night or this Morning? 

Last night. 

When is Herbert Feis going to have that thing? 
I don't know whether I'm lunching with the President 
or· not , but I ' d l!..ke to have it 1f I aiD. 

That 's the draft of that • . . • • ? 

They were supposed to have a meeting 9:JO Saturday 
morning . 
That l as ted until 1:15 and I think i t 's finished; he 
didn ' t say whether it was or not. 
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Could you get in touch with him this morning? 

Yes . ' 

I 1d like to have it by one o'clock. Anything else? 

(Nods nothing) 

I hsve a letter from Joe Kennedy addressed to you, 
asking ii' ·11e - if the Coast Guard could tow some 200 
ships from Staten Island down to Norfolk. The answer 
is, we could do it, but we•d be criticized ver y 
severely by private industry if •••• 

Is Joe going Socialistic? 

\'ell, he says it will cost him $88,000 to do it 
by private concerns and he wants - the NavY hsve 
no tugs - and I think we shouldn't do it. 'He hsve 
written a letter - prepared a letter for my signa­
ture . 

Well , why shouldn' t we do it? 

wome out of our budget. 

What are our boys doing? 

\\'ell, it's only a question or policy . You 1 re taking 
it away from private industry. llow, if you want ... 

Osing idle Government equipment? 

Be bad if the Government gets the benefit of it. 

If we don't, it probably won1 t be done . 

Is that right? 

It won't be done probably, tha t 1 s right, if we don't 
dQ it. They want to bring them down here to around 
Norfolk. Better facilities for - fire hazard ia 
the principal thing up there. 

~hy not do it? 
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I say yes. If they ' re going to do i t and spend 
$88, 000 and they can save it by letting some other 
Government organization do it, I say do it. 

We've got big boats. 

Oh, we say we can do it ; we'll do it for a 1118XiDIUII, 

probably , of $10, 000, where •.•• But it's Just a 
question of policy whether you want to. 

Well , what ' s-her-name, Tugboat Anni e up i n New York -
what ' s her line? 

Moran. 

Polly Moran. 

King Moran, isn't ~t? 

Sure, I ' d ride hiDI around. I'd do 1t for him. 

All r ight. 

Don' t you t h.ink so, Dan? 

Oh, I certainly would. Got a good answer to any 
criticism that comes along - saVing the Government 
money . 

Sure. 

All right . 

I •d do it fairly f ast. I don•t know how long the 
letter ' s been here. 

Oh, it's been answered the 17th. Got in our office 
the 20th. Today is what, the 23d? This is - the date 
of this letter is the 22d. So we can get it out today. 
Shall I sign it? 

No, I' ll s ign it. 

All r ight. You Just want to .... 

I d on•t think we can do it for $10, 000. 
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I think it' s only 45 ships he speaks about that 
are there in that one place. 

49 cargo ships from Staten Island to Fort Eustace, 
Virginia . 

All right. Wouldn 't you, Dan? 

Why, I certainly would. 

O.K. , all right. Give it to Mac and I ' ll sign i t 
this morning. Coast Guar d haven't got a thing to 
do. 1•lby don' t t hey do this? 

Yes. Well , it was just the question whether you 
•anted t o . 

No, I'd do it. 

Something that should be brought up a.nd get your 
opinion, I thought, before we sign it. 

Yes . No, I ' d do it. Anythina else? 

No, that • s all. 

I think this new bill that's going up this morning 
will get into Customs on that - on the foreign 
valuation. I see t here ' s a Joker in there that 
anything can' t be purchased in any foreign coun­
tries, like Russia or Germany or Italy, wher e labor 
conditions are not equal to ours. There ' s qui te a 
joker in there. 

You mean in our bill? 

No, this Customs legislation the,y speak of this 
morning . 

Well, that was prepared in this office . Have you 
discussed it with Hester? 

No, all I saw was what was in the paper about this 
foreign •. .• . 

I don't know anything about it . 
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Yes, we worked on that over a year. 

Well, find out . If there is a joker, t ell the 
Legi slative Section about it. 

Jake? 

Nothing . 

Upham? 

Nothing. 

Be here for a while? 

Be glad to. 

liow did you come back? 
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I took a streamliner to Iowa, was there Friday and 
Saturday, came in this morning. 

How is your mother? 

Oh, pretty difficult to tell; not too good. 

I might say, if a nybody wants to talk to Cy, be ' s 
had a most interesting trip, be ' s written me every 
day, and be's written most helpful and excellent 
reports. I think - now, for instance, like in Los 
Angeles, where you find the Federal Reserve agent 
was so hostile and generally things like that - I ' d 
tell it to Eccles anyway. Be may or may not want 
to .•• • I mean things l ike t hat. Bub? 

Yes 

Certainly couldn' t call them a lot of New Dealers, 
could you, especially in Los Angeles? 

That ' s ritht . 

Or the President of the Federal Reserve of San 
Francisco - he didn ' t eound so good ei ther. 

Day? 

Oh-buh. 
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• 
Well, Eccles knows him pretty well. There are a 
good Dilley things I aigbt d iscuas with Eccles if 
it ' s all right with you. 

Yes, I•m willing . If I was in his shoes, I'd like 
to know it. I don't know whether he does or not. 

J. think a good Dilley of the banks feel aucb closer 
to the Treasury than t hey do to the Federal Reserve 
Board, probably because they are doing things tor 
us every day and they seem to think they have more 
contact here than they do with the Board. 

But it was distinctly worth while . And I think 
right after our financing I 111 ask you to go out 
again. And particular ly on those things that Bell 
keeps pushing all the time, on the Home Owners ' 
Loans . .. . . 

Federal Savings and Loan Associations. 

I certainly am pushing on them. 

I really think you might almost make a trip par­
ticularly on t bose. But you'd have to have special 
letters . 

Probably be better. 

I got one comment that Upham made - the further down 
you go, the harder it is to see anybody; when you get 
to an Assistant State llanager for Rome Owners' loan, 
almos t impossible to see him. Wba t? 

That's right. 

But those things - those particular Associations -
I might almost ask you t o make a special trip on 
those. 

Oaiger says Federal Savings and Loan is taking over 
Federal Reserve. 

But be's got a lot or interesting information, it 
anybody wants it. In the whole trip throughout the 
United St a tes, be found one man who was enthusiasti c 
for our surplus tax - in Seat tle. Right? I wish 
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you' d tell llagill. Be voluntari l y makes people 's 
ta.x r eturns out; won ' t charge th em aeything, just 
advises . Isn' t that right? 

Yes. 

Be makes out frequently hundreds of people's returna 
for them. He 's in the commercial business, but he ' s -
what would you call him? 

Be ' s comptroller of a department store. 

But out of his interest he makes out these tax re­
turns but doesn ' t cha.rge aJVthing . 

That's right . 

Better send an agent out and educate him a little . 
Wonder .1.f he ' d like to take our training course. 

No, t his fellow' s smart. Be might teach us something. 

A money-making business man. 

llake him an exchange professor down here. 

Very inter esting, that fellow. His att itude i s 
that we don ' t tax them enough. 

That ' s right. 

I• m interested - Just t o let you know. 

I s ee. All right . 

Very interested . But t ha t particular man I think 
both liagill and Oliphant would be interested in. 
He sounded like an1nterest1ng fellow. 

He is. 

Be nice tor him to find somebody that will ag.ree 
with him . 

(Hearty laughter) 

Well, we've got you, Jake, aQYhow. 
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That ' s right . Well , there will be two, you see _ 

two of us. 

Notlling. 

Dan? 

I talked to Baldwin after I saw you Saturday. He 

said the statement the Secretary aade was substan­

t ially correct . He' ll give me a memorandum late today 

or tomorrow. Having lunch with Harry today and I'll 

have a picture there. 

Just tell him - just so they know - shall I say it? 

Sure. 

Wallace just sort of casually drops a remark that 

what t hey're going to get on tbe first of July -

Resettlement - will last them until the first of 

October, three months, so ••..• 

And I talked to J esse Jones and he ' ll discuss those 

matters on Wednesday. 

You (Taylor) come to lunch Wednesday? 

(Nods yes) 

Jesse Jones . (To Krs Klotz) Bel l and myself. 

There are a few unusual transactions 1n tbe Stabili­

zation Fund that I 'd like to talk to you and Archie 

about. I think there ' s a gap there, just a question 

as to whether the Treasury or the Federal Reserve 

Bank of New York Will be responsible in case of a 

loss. I think it bad better be cleared up. 

You going to talk about •••• • I'm a little shaky. 

It ' s a question of whether tbe French and the otber 

countries operate under the tripartite agr eement -

and the British; tbe British do operate under i t, 

and it is clearly a Stabilization Fund transaction 

right from t be beginning . The French do not operate 

under the tripartite agreement up until tbe time they 

take the gold. Now, it is • question of wbetber the 

• 

• 
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Federal Reserve Bank is operating as a fiscal 
agent all that time or as a central banking 
transaction - operation. 

It sounds to me like an old question. 

What? 

It is important to clear it up before a loss 
occurs • . 

O. K. Got lots or nodding heads. I 'm not going to 
look to the right over there (Oliphant) . I can tell 
you where the loss goes; it will be between govern­
ments . But anyway, we'll go into it. 

I t hink the files ought to be cleared. 

I 1 d like to leave it this way. I'm s eying this to 
everybody in the room. For the next two weeks I'm 
on financing , and I 1d like to ask your cooperation, 
that anything other than financing, if it is a matter 
that has to be handled in the day or the week, I'll do 
it, but if it doesn't I'd like to put it off up unti l 
after the seventh of June . I mean anything other than 
the financing, if you people need a decision, I 1ll 
give you one, but if you don't need one until after 
the seventh of June I' d like to let it go . But -
because it is a pretty tricky job and I'm not going 
to - I mean if it doesn ' t go I have nobody to blame 
but ~eyself; but i t will go. So I mean it anybody 
has something that they want, say, •This thing has 
to be settled today," I'll settle it ; but if it 
doesn ' t , let ' s shove i t orr until the seventh of 
June . 

llay I suggest • • • 

And With one exception - just can you bold it please? -
and that is that :tao• s going on housing and I went 
to keep pushing that . A few others. 

These fellows that were coming in have discovered 
that somebody' s coming in at 10:15, a.nd they have -
a half dozen who were scheduled later have telephoned 
and asked if they could come in the same time . I did 
the best I could and telephoned them direct, told t hem 
it was an individual conference, but I t hink we might 
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Just as well let them • • • They ' ll get together · 
that gang will gang up in spite or anything; ' 
might just as well let tbem all come in. They 
won't all be here; only be a half dozen of them in 
this morning; and we 1ll have tbem strung out, some 
of them. 

Give me a memorandum on it, though. 

Yes, I'm preparing tbat. 

You (Oliphant) want to aay a omething? 

I would suggest in that other matter, that it be 
developed with someone from _, shop. 

What? 

That question t hat Dan raises, about who would be 
responsible in case of loss. Let Opper end Lochhead 
work on it for him (Bell) • 

It ' s a question of giving instructions to New York. 
But I 'll discuss it w1 th Archie and he can develop 
it right along. 

Could you - if you need any advice, Clarence Opper 
is available . 

Anything else?. 

~ad a fine sail down the river, lots of run. 
!Jid you run :l,nto aey ot that storm? We had a terrific 
storm. 

We got it Just before we struck Quantico. I never 
saw anything like it. 

What boat were you on? 

Well, we drove down with the President to Quantico, 
then got on his boat . But I saw the Congressmen 
who were down on the boat there with the newspaperaeo -
bad a ball game, and they were prematurely wet. 

Wet before the storm str uck. 
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Wet before the stora struck. 

•ere you present when Jack had his hat •••. • 

I was right there. I've Just got to tell this 
story (reporter instructed not to record) . 

All right. 
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RE PRESIDENT ' S REMARKS ON INCOME TAX EVASION ll.ay 24, 1937 
9:50 A.K • 

Present I 

llagill: 

I! • .II . Jr: 

.llrs Klotz 
Kr • Kagill 
Kr. Gaston 
Kr. Oliphant 

The President over the weekend discussed with me 
the question of how he would handle - "publicizing" 
is as good a word as any - the various methods used 
by individuals to escape their income tax. Would you 
say it that way? 

(Hods yes) 

!t seems t hat be is discussing it with almost all 
his callers, and on Friday or Saturday both Senator 
LaFollette and Senator Black called on him separately 
and he discussed this question with them, and evi­
dently t old them pretty generally what we had given 
him. 

lie a sked both of them separately whether they thought 
t his should be handled by a Senatorial investigation 
or whether they should get a resolution through giving 
the Treasury the power to conduct this investigation, 
and both Senators were emphatic that the investigation 
should be conducted by the Treasury . 

In discussing the possibility of the investigation, 
the President asked me, "What's the name of this 
young f ellow that's doing this investigation up in 
New York?" I said, • Do you mean ~om Dewey?" lie 
said, •Yes.• lie said, "How would he be?• I said, 
"He ' d be magnificent, but I doubt whether you can 
get him . " •Well, " he said, "that ' s the kind ot 
fellow I want.• He said, •If you can't get him, 
maybe we can get Pecora . " 

The President bad also been talld.ng to some lawyers, 
and they have advised him that be can name na•es. 
A.Dd untortuna tely, I can 1 t q u1 te re•ember the legal 
ter•s, but be seemed to think that there was a way 
ot getting around it. I did not give him the 
Treasury memorandum because I didn ' t want to - I 
didn' t teal it was an opportune time. 

Regraded Uclassified



Gaston: 

H. II.Jr: 

Oliphant : 

H.M.Jr: 

Gaston: 

El.M. Jr: 

Oliphant: 

El.!J.Jr: 

Ol1pba:Dt: 

256 

-2-

Did they advise him you can name names or can' t? 

Can . I wish I could give it, but I - it didnit 
click with me, because it was something highly -
new and highly technical. 

Incidentall y, Mrs. Roosevelt knows about all of 
these tax cases; she told Mrs . Morgenthau, and 
she's against the President naming names . 

So that 1 s that. 

I happened to run into Bob LaFollette over at Ned 
Bruce' s luncheon Friday; he and Mrs. LaFollette were 
over there. And he raised t his question with me 
and indicated that after he had ·finished up hi s 
Civil Liberties investigation, he ' d be glad to give 
all of his time to it himself. 

Now , aa opposed to that, LaFolle t te told the President 
t hat he wouldn't touch another investigation for a 
year, t hat he wa s tired out. And he must have seen -
and could only have seen the President Friday afternoon ' 
or Saturday morning . He told the President that he 
definitely was through, that he wouldn't touch another 
one for a year; that he was tired out, and thnt there 
really was nobody in the Senate who could do it. 

~ou see , he'd been thinking t.. bout i t a f t er Herman 
bad talked to him, and he then came to t he thought, 
•Well , I just can't do it.• 

He brought it up? 

Yes, he brought up the sub j ect, wanted to know what 
we were doing in the Treasury, and. ... You s ee, 
both Black and LaFollette are members of the Fi nance 
Commi ttee . 

I t old the President t hat Black and LaFollette had 
been discuasing this with us for over a year, but 
up to now I ' d been opposed to a Senatorial special 
committee for investigating these special cases, 
as I didn' t feel we were ready for it. 

What else? 

That's all. 
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But it 1 s interesting that LaFollette and Black 
both wanted the Treasury to do it. llow, with that 
in mind, how would we do it? I mean I don't quite 
see what kind of a resolution we could ~et through 
to do it . Is it clear with you (llagill)? 

No, it isn•t. I don 1 t see wby we need one. 

You do to hold public hearings and divulge facts. 

If you want to divulge publicly .. ·hat you are digging 
out, then you do need some kind of authority to do 
it, but we certainly have no authority ourselves 
to give out informati on as to names, etc. 

Well, what kind of a committee would you want? 
What kind of a r esoluti on would you want? - -
Think about it. 

I might say this . We have a draft of that resolu­
tion that we have worked over several times • •• • . 

You mean the Treasury to do it? 

•• •• constituting a commission composed of the 
Commissioner of Internal Revenue and two people 
to be appointed by the President, reporting to 
the President and to Congress, and giving that 
commission power to hold private or public heari.ngs , 
access to records, and helpful f acilities . 

The Commissioner and two others? 

The Commissioner of Internal Revenue and two people 
named by the President. 

You'd have to be very careful about it or otherwise 
you•re going to run into two things which occur to 
me. In the first place, you•re going to get this 
difference of opinion or Jealousy as between any 
such commission as this and the Joint Committee on 
Internal Revenue ~axation, and that would be parti­
cularly acute right at this time because the Pres ident 
has told them that he wants thea to be ready 1n 
November to consider a tax progra• g enera~ly. Well, 
if you designated a commission of this kind, I can 
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see ... ougbton a nd his conferees Just throwing up 
their hands and saying ••• • • 

Well, would you people be thinking about it? 

• • • • •Where are we?• 

I think he puts his finger on it. Before the 
President went into this, he'd have to make up 
his mind . 

Who put his finger? 

Magill, Just what he said there . 

Well • ••. 

He can't carry his enemies along with him. 

This isn't a matters of hours, it's a matte'!" of days; 
but I want to keep abreast of it. I am reporting this 
so that you people can be thinking about it. And he's 
talking to everybody that he sees about this . At 
lunch Friday be had the Attorney General and Homer 
Cummings and be must have had - have read the whole 
memorandum word for word . 

Who besides Homer Cuomings? 

Farley. 

First thing you know, we ' re going to have a columnist 
print a whole story. 

He must have read the whole thing. 

The President knows what he ' s doing, doesn ' t he? 

What? 

The President knows what he ' s doing? 

No I think be's feeling his way. That's what I 
me~n. No I think he ' s feeling his way. No, he 
doesn' t ~ow. I think he ' s just trying to feel his 
way on this thing. That ' s wbf I want to think about 
it. I want all the advice I can get, because I'm 
not sure. I instinctively react to calling names -
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- I don' t know - I mean I 1d like to see the evil 
cured, that's what I' d like t o see - and the 
practices stopped. 

How would it do if we ' d feed out a little stuff 
about the practices and not name anybody to the 
press, see if thot would generate a little demand 
for an investigation? 

Well, the President - the way it is now, he is 
doing just that. And he's having a grand time 
doing it. I don't want to compete with him. 

Well, you' re right, it ' s a major problem. 

-

I mean he ' s doing that right now himself. Well -
I mean the Uruguayan lolinister comes in here - • Isn't 
that a wonderful thing? Have you heard?" I said, 
•What's that?• "About the man who has the 
incorporated yacht?" The Uruguayan lolinisterl 
I says, •Yes, I think 4 •ve heard of it.• 

That • s a ma jor problem. '!hat ' s as deep as that 
you bad with Garner . 

O.K., gents . Thank you. 
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••o" lia1'IIUI Olipbult 

ride quest~ in't'Olfte tm-.e t;n>ee of C&8811 (l) tboee in tbe 

Bureau1 (2) t hoae befon tbe courte1 aDd (5) cues l*"''lljl in tbe Board 

ot tax .lppeala. Corr.!apoadi.Dg:IJ', public diacuaaioo 8Dd diecloaure or • 

tax notm'na 8Dd tax caaea UT DOt be pandaaible for one or ..no ot tbree 

reu011s u followa1 ·(l) poaaible dolation ot lec:'sl•tiOD prohibitinc 

such dieclosureJ (2) the poaaibilit;T tblt such dieounion and discloa­

would constitute conteapt ot court1 aDd (S) tbe poaaibilit;T of diacloe-

8Dd diaauaaion beiD& such a dolation ot the C&DODB ot proteasional etbica 

aa to be .. uculoual;r a't'Oided by lavers, otblr officers ot the court, 

and public ofticiala generall.T. 

I . statyt.on Prohibit.igp 

It lit, of couree, tor tbe Congress to t1Jt tbe poli<:7 with refer­

ence to the publioit)' of inCOIIe tax returns. It b&a n....r left that 

poli<:7 in doubt. rima, ..- tbe Bnenue .let ot UIU, which conatitutee 

tbe preaeat law Oil tbe subject, .-bodies a clear poliC7 or nolatift 

strictneaa against diaoloS~JN. JAci•latift hiatory diacloaea repeated 

att.pts to w1.cJe ~aible diacloaure, but, ucept tor t bl "pial< alip" 

prorlaion (aiDOe repeeled) , all such att.-ptll baft been deoisift:IJ' cle­

t•ted b7 t be ClclaCN"· 'rllll atNa&th aDd .,. or tbe ~ti" poliq 
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11 iadl.oated b;r tbe tact that disclosure not prortded tor, it ...se b;r 

urr officer or nplo,-H ot tbe llui ted States, 1e pllllisbable b;r tina 

or impria01111ent and diniaeal troa ottioe. rue prortaiOD baa bees 

265 

law a iDee 1864 and wu reeD&cted troa tbe llerlaed Statutes 111 tbout oba.llle 

in tbe RneDUe J.ct ot 1926. 

Legisl.&tiOD now Ua1 ts diacloeure to1 (1) certaill c.-1 tteee 

of the CongressJ (2) certain public officers or the Stetea anc1 politice.l 

subclivisiona thereo!J (3) the etockbol.dera or corporat10118 as to corporate 

returns oniJ"; and (4) diacloaures •upon orcler ot the President ancl UDder 

rulings and regulatione praacribecl b;r the S.cret&ly aDcl apprond b;r the 

President . • Tbi.s last prortsion is the one in iasue. 

'!'be fr&Jaot the statute and ita 1eg1el.&tive hiato17 1nd1cate 

tbe.t •bet Congress hac! in adnd in (4) above na not to grant tbe Preaident 

an unl1a1 ted power but to authorize hia to persl. t inapectioo ot return.e 

tor official purpoaee in particular el.&asea or cases eben deemed in the 

public interest. This el.&uae aust be construed aa aubject to a..a aWIIl 

lildtetion, otberwiae it would be open to atteel< as an invalid deleptiOD 

since no 1eg1sl.&t1 ve standArd is eat up. 

Consonant with this construction, the practice of the Executi.,. 

Branch or tbe Governac>nt under tbe power apeoitied 1n (4) abova baa to 

date been lilll1ted to inapection, tor BJtupl.e, b;r public ottieera, otber 

depo.rt.ente, .,._J_tteee, etc. 

Furtber contirainK this construction of tbe atetute i .e tbe tact 

tbat diecloaure ~ be M4e oal7 under prescribed and appl'OYIId ngul.etiou. 
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This negatives t.he idea tbe.t dieclowre ot a tn retUl'llll chosen at riiJidoa 

would be in accord wit.h the legial.e.tive pollc;r. IteCQlatiou ot t.he ueua1 

sort. and not patentq e.rhi tr611", which purported to ocmn' apo%'8Alio die­

cl.osures , could soarceJ.T be trued. 

In thie connecticn it is to be obsel"Yed tbe.t the diecloauree 

authorized by t.he express l.anguege of the statute, ae well as those here­

tofore authorized by prui.denti&l. order, hne not eiDSled out apac1tic 

returDs, aa in the propoaal under dis~sion. Instead, the7 have been 

general in nature . 

II. Poatible Ogp+eppt 

The facts in the indictMDt in &!IT of the c:rild.nal ta.x cases a.Ut-

1ng trial are •tters of public record. But they have not been proved. 

Suppose the president of a be.r auoeistion ahould dis~• such a cue lv 

name, eondewn'na the Govenment' e COllduct. Thet would render an unprejudiced . . 

~ury and a fair trial 110re difficult to obtain· Of course, the Government 

would want to be in a po&ition to contend that this would obstruct the 

adlllinistration of j.uatice ~ would coiUititute not •erel.T unprofeuional 

conduct but oonteapt of court. This, generalq, is the &ituation of ta.x 

cases before the courts. 

III. Profesf1ggal JthiCI 

Sinoe thia question arises in connection 111 th poaeible pUbliC COD-­

deJ~DALtion ot tboM prect1c .. ot t.e.xpqU8 atrictq within the lair bolt 

borderi.n& oa, Uleaallt;r, raterence ahould be -. alae to the propriet;r ot 

diacuasioa u4 4iacl.olllll'8 ot tex retu:ru and tex ceaea u ~udpd lv tho• 

gener.l at,endu;Sa ot C(llll!u.ot, 8 ppUeabl.e DOt •req to ~ and ou.r 
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of'f'icers ot courts but public otf'icW. 11Der&}4. Pre~udicial public 

discunion ot ceeee pendl ng bet ore the Board ot Tax Appeals 1IOIIl.d 110t be 

conte~~pt, but onl;r becauee the Board bae no power to pmieh tor CODteapt. 

euch discuesion would, however, be a araYe breach ot proteeeional ethioe 

aD4 8JV' IUch dis011ation '117 tbe appointiDg power 1IOIIl.d be doubq ~. 

It wae tbeee coneideratione tbet preYented our noticilll Jlr, llaat.ob'• 

public charles tbet our caaee ill tbe Board ot Tax Appeal• epinat Ida 

aD4 llr. du Pont were 110t1 vated 'liT poll tice. 

In oonclueion, it ehould be etated tbet none ot the toresoilll 

l.iJD1 tetions applies to hearinls be tore other courts or proper otf'icW 

bodiee. Bach ~ proceed with ita own work. lor do these u.itationa 

applT to public inYeetig&tioDII authorized '117 atetutea. SUch atatutes 

m:2 ~ ...,nd tbe genet'U legielation on the non-disclosure ot tax 

returns and authorise appropriate diacloii\IH aDd diacuaion. 

(S.11nt-d) flarm3n Olipb:tot 
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"W"''Pft or Tfi!p••no• UD p amn4 

»ar 22, 11137. 

llr. »ona ata\o4 \hat l r . ,.,..,.., the repreMnbUn 

whoa llr. Van Z .. lan4 hu ohoMn t or the parUou.lar 

feeler• t hat he la aakiog on the continent with reapeot 

t o the pOUib1lU7 of aoo~e I"IIPPI'Ooh .. ent, bad OOM 
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to s wlt&erland •l~t preYioua notioe and that therefore, 

UMIIPP117 1 
both Ill". Obreoht 8114 llr. Btlaolti were abean\ 

on hla &1'1'1Yal. Ha, IIotta, had •••n b.ia ,., well ,.. 

Dr . Rota of the c-rolal D1Yh1oa. 

~oUa aa14 than waa lUtle tor thea to 41aoua• eo 

far •• 8wia .. aelalan relaUona nra oonoel'Md, that the:r 

had reoeaU:r ooa-ated a ae• a«reeMnt wbioh greaU7 

1aoNaM4 qwttaa and, he hoped, waa i a llna with the 

general aap1raUoa for \he eUalns U oa ot raatrUUone. 

Frere, honYar, had bean nr:r inUraeUng in hie talk 

abou\ YiaUa \o Ual:r aDd GaN&II)'. 

In nal:r, Ill'. rrare had •-unurad a •at helpfUl 

aUU•4e. !he Prea14en\ ot the lfaUonal BAlik an4 other& 

had aaaur.d hla that tha;r were now a alntaining r eetrio­

U ona on ex--.• piU"el7 to pro teo\ their sold Nee"•, 

aa tbe:r tearw4 a b1tr al-.p 1n the l ira 1! the raetrlotiona 

were allalaahd. lf a1J:t war oould be wofte4 oilS laterna­

Uonall:r of aYoi41111 \hla 4&111&1"1 the7 would be h&PP7 to 

- 1a, aa tho)' ware ll:ean \o gat r14 ot both nohallge 

reatrlatlou 8114 raatl'1et10aa on trade. 

In raapeet woe....,, '"" aaw i!lohaoht and ooenn~. 
He 
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Ia eal6 ..._, tllw f1Ht .... a .,... - U h , .... a wUt7 

... latelllpft ., ••• - 111 et• ... lllzM -.-t··· 
tl-lal .. ,., .. , nlaU•• wUil oa .. bollloYMla, o.-

aolalllal aaplraUau, ... Hei'Jtlll .. alae, Wlth aoarlllc, 

lloftnr, he had a .. uerutoPJ hlk. 'ftae laUer laid 

aoaaldara'lll:r 1a .. •Jlha•l• oa ooloalal aaplrauoa, wblob, 

aoOOI'4lDC to hb, ••• 110' of the hlpeat ~"- tor 

Ga....,. Ill'. rnn 614 aot ... HUlar ud la Wlii.WaN 

or llo• tar alther or ca.. .. Mil waa \alklQC tor hla, 

Ollldo Mbm.dt, lllld.a\ar tor rora1p Af'talra or 

.ua\1'1a, had J••• rt lilted IU'. Mona. H• 'ol4 Mr. lloUa 

tha\ '!Ia" "" - phaaaa or hla hlka 111 Loalloa aD4 

Pal'1a ~~blob he waa DO' d Uban:r \o ranll.l . Howner, 

he .. _.. aalDoaU:r aaUafla4 tha\ Praaoa ud EQClP4 

ahollld not aako a tvthor Jolnt 4aolarauon 111 raep•o' 

to Alla'l'1a, 111- Sohaldt roara4 ~at oaa 4aolaraUOII 

wo\lld Mnl:r aall ••' -thar an4 U\at \ha pra "II' raaooa­

AlllJ .. uataator:r a1nauoa wlll4 ba liP"'· B• ha4 baaa 

hqpJ w Mta the real latera"' 1a ••"'1'1a'• raw •z­
praaH6 'r &lea aD4 other -baH or the BI'1Uu Oo"l'll­

-•'· Mlla16\ told Mona Sbal, parooaall:r, ha ••• ooa­

•1-4 u.a• the lalepa ... _ or .uall'1a ••a oaa or \he 

oar41Jial polaU lD M•aoollal 1a PI'OII'• Ul4 the\, wbl.lo 

ha alllll r... tllla to \1M aort-po4al U, ha wolll4 MYtr 

poNU 'an allaaauoa of IIIla ln4apan4anaa to GaN&DJ. 

apeaklag tor hbaolt, Mona oal4 that ha wo1&16 

ra.Ur • tMIINII4 U.Oa ................. p...-1 

ooata- ftN a ale \haD ~-- Ul UWM .. afal aUap\ 

.. 1116 - ..... .. MYal' ........... --r pthal'-

hc at a p-.1 ..... •a•a aa , .. _. ha4 baaa ao 

\lloi'O~ 
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Governor 
Harrison: 

H.U.Jr: 

a: 

H. Y.Jr: 

H: 

H.H.J r: 

a. • 
H.J.! . Jr: 

R: 

H.ll.Jr: 

H: 

H.K. Jr: 

H: 

H.loi.Jr: 

H: 

R.I&.Jr: 

H: 

H. l4.Jr: 

H: 

H.l4. J rz 

Hello Heney 

Yes George . 

Jla7 24, 1937. 
ll a .m. 

I was talking to Burgess and be agrees with 
me and he's gone over it with our operating 
men that June 7th is all right, especiall7 
if it's notes. 

Ah-ha. 

But it's a11 right an;rwa7; we can handle it. 

I~' • all right anywa,. . 

Yes • 

All right. 

So I just thought I'd let you know on that. 

I f ind that Mr. Potter is down here testif,-lng 
before the Wheeler Committee. 

Oh f"es . 
And I think I•ll leave bim alone. 

Ob '1113. 

What? 
Well I don•t think i t would make a bit ot 
di.fference . 

'fell -

You may- want to get bill· 

Well I think I ' ll wait till be gets through 
testif7ing. 
All right, but I mean - I aean I think 70u aight 
r eserYe bia, 1t I aa:r aake a suggestion. 

Yes. 
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B: 

B.loi .Jr: 

B: 

R.Y.Jr: 

!1 : 

H.III. J r: 

H: 

H.K.Jr: 

B: 

H.V.Jr: 

B.U..Jr: 

'&rgess: 

B.K.Jr: 

B: 

H.ll.Jr: 

B: 

B.M.Jr: 

B: 

H.ll.Jr: 
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Let hill - ask hill if, after he was through he 
would - ah - let you know - or something 1ae that. 

Well I thought I'd wait until he got through and 
see what happens. 

Yea (laughs) all right, Henry. 

All right1 __ I mean I might not have to but he'll 
most like.&.y, be 1n a bad hUIIOr and he won • t want 
to be fooling around here. 

lilo, I don't think that would be fai.r. 

You ~c;m•t. 

Oh no
1 

he'd be - I know - I think he'd like very 
~mch to have a chance to talk to you. 

o.x:. 
First rate. Here ' s Burgess, he ' d like to say 
•Hello• to you. 

Oh very ~mch. 

Hello 

Oh hello, H&nrT• 

Hello 
Just back on the job and thought I wanted to 
say •Hello• to you . 

Well I •a aw1\LL17 glad to hear from you Randolph. 

Well I'• - I'• about half way back so t ar - 11
• 

just coming in for a few hours a day for a little 
while. 

Are you goind to aall:e it to110rrow down here or not? 

Well I don't believe I 1d better try that, Benrr; 
you see this is the first tt.e I've been back ••••• 

Ab ..... 
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B: 

s .v.Jr: 

B: 

R.V.Jr : 

'B: 

B.II. Jr: 

B: 

B.V.Jr : 

B: 

R.N.Jr: 

'B: 

R. U.Jr: 

B: 

R.li.Jr: 

B: 

B.li.Jr: 

B: 

B.li.Jr~ 

B: 

- 11 -

••• •• and tbey tell me I must only work rour or 
!iYe hours a day and be caretul about gettinc 
tired • ••••• .• 

Ah-ha • 

• • • • • and I won 1 t haYe much to tell you an;rway 
because I hayentt been back long enough to size 
things up much . 

.Ab-ba. 

But - ah •••• • 

274 

Well I wonder why we haYe a meeting then to.orrow. 

Well (laughs) - I don• t know. 

Well I think I •m going to call it orr and let it 
go till next week. 

I - I can be down next week all right and I tm 
going to be here all this week and talking to 
people and •• • ••.• . 

Well I think I ' m going to ask - call up Eccles 
and tell him we'd like to haYe it a week from 
Wednesday. 
Well you wouldn' t make George here weep any I •a 
sure. 
Well I don ' t see any sense of haYing one this 
week. 
Let ' s see- some of these fellows haven't lett 
home already,haYe they? 

Well It ll get 1n touch w1 th them r ight away. 

I don ' t think they have. 

o.Jt. 
First rate. 

Thank you - glad you're b&cll:; we aaissed you. 

Goodbye. 
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Prep~re4 by Ur. Selt~er , Assi stant Director 
~t Research and Statistics; assi sted by 
ur. Kenry c. Uur phy and Mr. Sidney G. 
T1ckton 

For: Secretary Worgenthau 

Prepared by: lfr. Seltzer if/:! 

ay 24, 1937 

Subject: Possi ble bond otterings tor June t inancing. 

1. It appears to be the unanimous opinion of t hose 
who have contacted the New York market recently that banks 
by and large , are not disposed to add substanti ally to their 
Government bond holdings at this time. The r ecent sharp de­
cline i n the Government bond market is believed temporarily 
to have shaken the confidence of bankers in the stabi lity of 
the existi ng level of interest rates. Further, the increases 
in reserve requirements ot member banks, which went into ef­
f ect on Uarch 1 and l!a.Y 1 ot this year , coupled with the 
beli et of bankers that the decand tor commercial loans will 
continue to increase at a substantial r ate , are reported to 
be exerting an unfavorable influenos upon their receptivity 
to further i ncreases in their bond portfolios at this time. 

The case i s lese clear as respects insurance companies 
and other institutional i nvestors . Their normal preference 
i s tor longer-term bonds rather than tor short- term obli ga­
tions. But they , too, are now believed to be in doubt re­
specting the stability ot the present level of l ong-term 
i nterest rates. 

There i s attached hereto a table showing the purchases 
and sales , by quarters during 1936, Of Government securities 
by 30 insurance companies. These companies include some 17 
life insurance comp~ies whose pur chaoes of Government se­
curiti es during 1936 constituted about one-half of the total 
purchases ot Governments during 1936 by 45 large life insur­
ance companies, as reported by the Wall Street Journal. The 
table is based upon a preli minary survey of the f irst 1200 
pages of the printer ' s page- proof of Poor ' s "Insurance Company 
Investments tor 1936. 1 

It will be noted that the 30 companies made net purchase& 
ot Government securities during 1936 aggregating $753f~~li~n~ , 
of which 74 percent were bonds; and that SO percent o e e 
additions to thei r bond portfolios had maturities in 1950 and 

Regraded Uclassified



27S 
Searetary Morgenthau - 2 

thereafter. However, all of the new Treasury bond offerings 
during 1936 had final maturities later than 1950. It mar be 
significant, moreover , that although net purohaeee tor the 30 
aompanies were approximately the same in the first and f ourth 

quarters , bond purchases in the fourth quarter were little 
more than one-half as large as in the first quarter. 

On the whole, eepecially in view of the marked falling 
ott in new corporate issues during the past two months, it is 
probable that insuranae aompanies would be receptive to a 
bond offering , though it is impossible to say in what amounts. 

2. It i s more than ordinarily difficult at present t o 
int erpret the prevailing yields on Treasury bonds with refer­
ence to a new isoue. The going yields are the result of mar­
ginal purchases and sales of relatively small bl ocks of se­
curiti es. During a period when banks and other important 
investors are adding t o their holdings, the market can be 
expeated to absorb a new issue at yields approximating t hose 
previously prevailing. If, however , there is reason to sup­
oose that an imoortant section of the market, such ae the 
banks in the present case , iu unlikely to take on more bonds 
for a time, the absorption of a new of fering may be posuible 
only by upward readjustment of yieldu. 

3• It would appear f rom the following tabuls.t i on of 
outstanding TreasurJ bonds that no new bond i usue with a 
coupon rate of 2-3/~ percent or leas could be sold if its 
final maturity reached into the 50 1 &. (Yields as of May 24' s 

close.) 

2-;/4•s 
2-1/2 1 B 

2-314' • 

2.68 percent 
2. 70 pe raent 
2. 76 percent 

4. Judging solely on t he basis or current quot s.tions , 
any one or the following three bond offerings would be rela­
tively attractive to the market(as compared with outstanding 

issueu) : 

2-1/2 18 
2-5/ll' 8 
2-314' s 1

6 to 8 years) 
6 to 10 years) 
5 to 11 year a) 
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5· 2-l/2 •s or J une 15. 1943- 45 (6 to 8 years) 

The outstanding 3-l/41 e or October 15, 1943- 45 are sell­

ing to yield 2. 22 percent. On a yield basis or 2. 30 ~ercent , 

t he subject new iesue would comcand a premium or 1-4/32' and 

on a 2. 35 percent basis , a premium or 27/32. On a 2.25'per­

cent basis, the premium would be 1-13/32. These premiume 

appear ample to insure the success or the issue. 

It does not appear that the f inal maturity or a 2-1/2 

percent issue could safely be stretched to 19~7 · The 2-J/4• s 

o f 1945- 47 are selling on a 2. 42 percent basis. It 2-l/2 •s 

of 1945-47 were to sell on a 2. 45 percent basis , the premium 

would be only 12/32. It 2- l/2 1 s ot . l943-47 were offered and 

were t o sell on a 2. 45 percent basis, t he premium would be 

onl y 9/32. 

A 2-l/2 percent issue or 1943-45 would offer a defi­

nitely higher yield to call date than any or the outatanding 

issues or comparable maturity. 

6. 2- 5/S •s or June 15. 1943- 47 (6 to 10 years) 

Such an issue would be identical ae respects call period 

and maturity with t he outstanding 3-3/S1 s of 1943- 47. 'l'heee 

3-3/S1 s are selling to yield 2, 1S percent to the earlieet call 

date; but their relatively high coupon causes them to be re­

garded as having an effective matur ity in 1943, rather than 

in 1947. The 2-3/4• e or 1945-47, as was noted above , are eell-

1ng to yield 2, 42 percent t o t heir earliest call date. An 

issue or 2- 5/S•s or 1943-47 should sell on a yield basis be­

tween 2. 4o and 2. 45 percent , on whiob bases t he premiums would 

be 1- S/32 and 31/32, respectively. It the market declined so 

that t his issue sold on a 2. 50 percent yield basis, the premium 

would be 22/32. 

Judging by the comparable yields obtainable from out­

st anding issues of similar maturity, this issue should be 

a ttractive. 

1· 2-3/4 •s or June 15. 1942-4& (5 toll years) 

As respects final maturity, such an issue would be _ 

i dentical with the outstanding 31 s or 194-6-4Si which ar: ~e~~ 
ing to yield 2. 50 percent to the earli est cal date , an ·~ 

e.l it I ts very early call date mq con-
percent to fin matur Y• ~ield basis. on a 2. 45 
ccivabl7 cause it t o sell on a lower , 
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percent .Yield bas1a , such an issue would command a premium 
or 1- 13.132. On a 2. 50 percent yield basis, the premium would 
be 1- 573.2• Even if the issue sold on no better basis than 
the 3- 178 1 & or 1946-49 -- 2. 55 percent-- the premium would 
approximate 30/32. I t would appear, therefore , that such an 
issue would be relatively attractive in the present market. 

278 

If the bond market continues to improve , or even in the 
present market , this i ssue may be considered too rich. A 
mechanical method of thinning out the premium would be to move 
the oall date up one year, making the issue a 1941-48 maturity. 
On a 2. 45 percent yield basis , for ex~le , this change would 
reduce the premium from 1- 13/32 to 1-4/32: and on a 2. 50 per­
cent yield basis, from 1-5/32 to 30/ 32• 

An extension or the final maturity by one year - to 
191+9 - - , though involving a risk which is absent in the pre- .... 
ceding method, would also make the issue lese rich. The final 
Ill!. turity date, in that oaae , would be i denticaL with the out­
standing 3- 1/S•s of 1946-49 , which, as noted, are selling to 
yield 2.55 percent to the ea.rliest call date. On this yield 
basis, as we have already noted, t he premium on a 2- 3/4 per-
cent bond of 1942- 49 would approximate 30/3.2. By making the 
call period begin in 191+3, En issue or 2- 3741 & or 191+3- 49 
would, if it sold on a 2. 52 percent yield basis, command a 
premium or 1- 3/32 : on a 2. 0o percent yield basis, it would 
command a premium of 27/32• A moderate further improvement 
i n the bond market might make such an issue feasible . 

8. I f any or these possible bond issues be decided upon, 
it may be desirable to limit the offering~ lees than half of 
t he total amount or funds t o be rai sed; shorter-term securi­
ties being offered tor the remainder. Alternatively, the bond 
could be offered along with shorter-term seOJ ri ties w1 th a 
limit est only tor the total. This method, while having the 
advantage or giving the market a tree choice , has the disad­
vantage or risking a preponderance or subscriptions tor the 
shor ter-term securities, thereby possibly eliciting unfavor­
able comment on the lack ot confidence of i nvestors in the 
s tability or longer-term interest rates. 

In view of the recent break i n the bond market, and of 

the large note matur1 ty in September, there is aaoeid:r~~\ 
toroe 1n the contention that :he Pr;:e~t r~~anu!!~fi:t~ed de~ 
confined to short-term uaues , and d t a :~orb the reaa1n1ng 
mend tor bonds as exists be allows 0 a the market· and 
near- tars l i quidation 1n this section .~!r ref unding ' operation. 
thereby prepare the way b to~ the s::~t~Y the reported reluctance 
It 1s ditt1oul~ not to e •

1
pret th1e time to their holdings 

ot banks to add •ubetant1al Y a 
ot Government bonds. 

Attachment 
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Pureh&ee a And SlUe• of Oovernm.nt Secu.r i t. t.~o by 'lbit'tJ I n•u.re.nee Cot.'lpCllies 
By 9""l"tera, Calendar yeAr 1936 

{In a1111ona of do1lara) 

I I 
! ot&l. :rtrat 

1 
Second 

1 
!hire!. 

1 
quarter • quarter • ~ter 

J'ourth 
~ter 

lbte not 
given 

hrehaee• 
•ula ......... . ........ . ... . . . ... . 
110tea MWri~~t; before 191!0 •••••••• 
)Iota a •Wring 19110 and theree.thr. 
loncl.o aturinf: before 1950 •..•..•• 
loncl.a -Wrins 1950 ancl. thuee.thr. 

'!ot&l. ........ .... . . . . ... .. . . . 

bm 
11111& ................. .. .. . ...... . 
'loha DAturing before 1'9110 • ••..••• 
Wotea aaWrin« 191;0 end therutter. 
loncl.a -Wrinc before 1950 ••••..•• 
loncl.a aaWrin« 1950 end thereafter. 

total •.......•. .•. . • . • ...•.. • 

Jet 
•u1a ......................... .. . . 
110\es ""'Wrin« before 1940 • ••••.•• 
110\ea naturinf: 1940 and theres!ter. 
lonh ,...turi.Dt; before 1950 • •••. · • • 
loncl.a .... turing 1950 and thert~after. 

total •• ••••...•.... 0 • 0 • •• • 0 •• 

8,3 }j 18.2 }j 4. 0 72.6 !/ - 10).1 
5· 2 2.3 7.2 gj 1;0, 7 y .6 56.0 

20.5 18. 3 5-5 19.2 7·3 70. 8 
29.6 26.9 23.9 35·8 12.1 128. 3 

183.3 85.7 101. 4 79. 2 18. 4 468.0 

246.9 151. 4 142.0 ~~] .5 38. 4 !!26.? 

1 .0 - 1.0 
6.3 17. 4 5·0 3·3 - )2.0 
- - - 1,0 - 1.0 

6. 7 2.5 4.4 1.6 3-3 1!.5 
4.5 2 .• 4 6.3 7.} - 20.5 

11. 5 22.' 15.7 1;.L }.1 n.o 

11. 3 1!1.2 4,0 ]1. 6 - 102. 1 
- 1 . 1 - 15.1 2. 2 37.4 .6 24.0 

20.5 18,3 5· 5 18.:! 7 · 3 69.8 
22 .• 9 24.4 19. 5 34. 2 8, 8 109. 8 

178.1! 83. 3 95, 1 n . 9 1!. 4 447.5 

~J4 129.1 l.2§., 23}. 3 35.1 .153& 

1/ ll.otropoliten Life 01\17. If Inc1ucl.aa $36 a1111ono of lletropol1 t1111 Life in fourth qv.arter and $5 a1111one in third ~ter, 

N 
-.J 
<D 

Regraded Uclassified



?o~ 
- !..'U 

:.!EETING RE TAX LOOPHOLES llay 24, 1937 
3:20 P. ll . 

Present: !l.rs Klotz 
r.tr . Magill 
Mr . Oliphant 
l.lr . Gas t on 

I ' ll try to give you people this as intelligently 
a s I know how. The President said that he t alked 
with Joe Robinson and Senator Black last night and 
he ' s 'ROrked out t his whole question of how to handle 
these loopholes t o bis sa tisfaction • • 
Be said he' s going to t alk f irst with Pat Harrison 
and bob Dougnton and coa1e to an unders tanding with 
thea~, so that when he sends them up a letter they 
will be ready. Now, wha t be proposes to do is to 
write them each a letter in which he wants to list -
he is under the impr essi on there are eight different 
devices which are used, which Kere listed in your -
whatever they a re, seven, eight, or nine devices, and 
describe them, and suggest to them tha t they should 
appoint - that t hey shoul d investigate, having made 
a previous arrangement with them that t hey would 
a ppoint a subcommittee to do this, you see . 

Then I asked t he President, •Row - ~nen will you 
handle this legisl ation for hot money?" He said, 
"Well, you work t hat out any way you want." I 
said, •Will you want it i .n t he seme letter or do 
you want it in separate let ters?" Be sa i d, •Well, 
work it out and see how it l ooks." Be said, •The 
understanding i s that t his subcoamittee will tnen 
make a n investigation and will call for fac ts and 
figures and you will t hen submit to them facts and 
figures and names. They will then firui t ha t there 
is justifica tion for filling -stopping these 
loopholes and they will report back to the Joint 
Committee on Taxation of the Bouse and Senate, ond 
that they will then go ehead and immediately int ro­
duce legislation to correct t hese loopholes." 

The President said, nr want you to have legislation 
ready within three weeks." And then he said, •The 
understanding is that t heY will recoiDJllend t hat the 
Commissioner of Interna l Revenue and several others 
will make this studY·" So I told him, •Kr. President, 
if it ' s just the same t o you, instead of desi gnatinc 
the Co~ssioner of Internal Revenue, I wish you'd 
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designate the Secretary of the Treasury, and then 
I will delegate llagill; that ' s what I brought him 
down there for." Be said, "That 's fine, and he can 
employ whatever assistance he needs." 

Be said, "I said to Joe Robinson, •We ' ll need about 
a quarter of a million dollars to do this Job, and 
how do you feel about it?• So he said, •Well, we •ll 
make money on it .•• So he said- the Presi dent - "I 
told Joe we 1d make about ten times that.• I said, 
•Ten times? We ' ll make a hundred times that." • Well , 
that is as a matt er of fact what I told Joe ttobinson; 
we ' ll collect about 250 million. • So I said, •We'll 
collect between 200 and J OO million. We ' ll collect 
2JO million on the husband and wife thing in California , 
another hundred million on depreciation, and it ought 
to b e good for 25 to a hundred million on these 
various l oopholes - incorpor ated pocketbook. • 

So I gaye him Oliphant' s l egal opinion and -which 
he didn t want to read, because he said, "I 've got 
it all worked out.• So I said, "You better take it 
anywa~•and he kept it. 

And he seems to have it in mind that this should be 
introduced in the House jus t as soon a s the House 
passes t he miscel laneous t ax bill . 

Then he said, •Once we send those names up t o the 
Committee, the holler both for 'nd against giving 
it out will be so great, we won t be able to resist 
the pressure ." 

(Hearty laughter) 

And then at the end he said, •Now, just how I'll 
handle~ speech I haven't the slightest i dea . • 
And bow did I reel about it? I said, •All rifht.• 
You see, in the first letter we go up, we don t 
menti on any names at all, jus t the methods. How 
does it sound to you? 

All right. 

But he's got this uppermost in his mind, and you 
see bow fast he ' s traveling and how far he ' s gone 
since - when did we see him? 
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Oh, I think - be said, "How you going to stop 
new sources coming in as amendments?" I said 
•Tell tnem no amendments" - put it in his letter. 

.!'Or instance, tightening up on these holding com­
panies and f amily trusts and all that sort of thing 
will create a tremendous pressure to modify both ' 
the surtaxes and the undi s tributed profits t ax 
because if we are reall y going to catch them o~ 
this, then they'll want some other form of relief. 

If you want to know bow I feel, I'll tell you how 
I feel. I think everything i s fine except the bill . 
I don't want to see any bill. 

~ell , I feel the same way . 

JJo you want to erpand that just a little? 

Well , t ake the $250,000 and bring people in all 
summer and work on the thing a ll summer , and then 
do what we said we'd do, place this informa tion in 
the hands of Congress aft er election in the fall, 
t hen come in with one bill in January. 

That's pr ecisely the way I feel. 

That's much the best way to do it. 

I know, but after all - but look, what ' s today, 
Monday?- and ' look where he was Friday morning . 
Friday morning be was going to name names and go 
on the air, P.e was going to do all of these things. 
Now he ' s gotten around to this and I think that ­
he hasn ' t ta l ked to Harrison and Doughten and I 
think when be talks to Harrison and Dougbton they'll 
say, •Tha t' s fine, we •11 go along, but no bill until 
next January. n Because, after all, he's only t alked 
to Robinson and to black, and, believe me, Harrison 
and Doughten can do their om tb1nking on it. 'ife 
can Just sit tight. It doesn't pay, at this s tage 
of recovery ty get all "bet" up. I think it we 
sit tight -'we ve traveled t his far in 48 hours; 
in another 48hOurS we maf get bill. around to the 
point where I - which we ve wa?ted ri~bt along. 
Just let ' s have the grou~, lets .•• We must , if 
be insists on an investigation- we ' ll nave it, butd 
let us do it, hire what counsel we need, if any , an 
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Friday morning . 

- Friday morning . How about you, Berman? 

Well , I Just don ' t quite understand bow this $250,000 
investigation fits in, do you? 

That ' s a special appropriation which will be given 
to me . 

To ••••• 

To a ppoint people, a nd so forth and so on. 

To employ people . 

Special investigators. 

Special investigators to check up on individual 
taxpayers, is that it? 

On, I don ' t know. 

Well , that will come out in time . 

He simply threw this thing out and he figured we 
needed somebody , and I don't know. But 1 mean he ' s 
traveling so fast and be ' s moving so fast; it seemed 
to me, from what be talked about today, he's moving 
in the right direction. 

Could think of ways to use tbat . 

What do you think, Herbert? 

The only thing that at all bothers me is the i dea 
t hat this may be considered a repudiation of hi s 
pledge not to have a general tax bill; but I t hink 
you can distinguish very easily between a bi ll to 
close up loopholes i n the existing law, and whi ch 
does not seek additional sources of revenue, and a 
general tax bill, seeking new sources. 

Yes . 

Because he has pretty explicitly stated be would not 
have that . 
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control the investigation, do it in a dignified 
manner, and then come in wi th a bill next January, 
as we have said right along . 

Certainly was good strategy not to start cooling 
him off before he got steamed up. 

Well, Herbert, I haven't been with that man over 
twenty years for nothing. You know, if we opposed 
him and hadn1 t given him anything, he would have 
gotten it somewhere else and he would have lost 
confidence in the Treasury; what we should do, when 
be demands something, give it to him. 

Be was completely· entitled to that and should have 
had it. 

Now, what I'd like to a sk you, Magill , is this: 
that if you would begin on this letter, s ee, write -
too sketchy? 

No, what I would like would be to get a copy of this 
thing (transcript) or something like it, as soon as 
I can, because there ' s one, two, three, f our things, 
and.. • • • 

Then when you've got it let 's meet again; we ' ll 
leave you alone until you have it . 

Until he has a draft. 

The first thing, as I get it there, is for me to 
draft a letter from the President to t hese t wo men, 
naming these eight or nine instances, whatever they 
a re, no names. 
Tnat•s the first thing , and my own reeling is this. 
I think tbere should be two separate letters; I 
think there should be one on t hose eight or nine 
things and one letter on bot money. Now, I may be 

wrong. 
I t hlnk you•re right. Two different things. 

Well be ' s all interested 1n these eight or nine 
tntn8s Be's not interested in - he' s lost all 
intere;t in hot 11oney. So wben I questioned hill, 
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he said, "Well , handle that any way you want • 
I said, " Is it all right to put it on paper ~nd 
look at it?" He said, "You do it any way you 
want .• He said, "I'll do both for you, see?" 
But my thought is that they be two different 
pieces of paper. 

Do you see any r eason why we shouldn't give the 
t wo Chairmen much the same sort of a letter t hat 
you gave him on the hot money? 

Pardon me? 
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Oo you s ee any reason why we should n't give the 
two Chairmen much the saJDe letter t hat we gave him 
on the bot money? 

I don' t t hink you can improve on it; I don't think 
you can improve on it. 

I have one question, the question that I asked 
you (Magill) this morning. 

Transfer tax? 

No, it' s this. lhe withholding tax that llagill 
has worked out there straightens out that whole 
revenue matter and puts control of investments in 
long-terms in this country by foreigners - the 
licensing of tbe bank deposits would control t hat. 
But that leaves uncontrolled things like trade 
acceptances , in wb.ich the money would be forced 
into licensed bank deposits, etc . 

Well, if I may interrupt you with this: There is 
grave doubt here about wanting to license this 
short-term banking, and up to now the only thing 
that seems to s atis t'y everybody is this so-called 
.35 percent tax. 

Nell , that iS fundamentally a reform in taxation 
and not an attack on hot money, isn' t it? 

No I don' t t hink - no, I think that - I thi nk that anY move t bat we make which will be interpreted as 
a method of tax1n& aliena who invest in this country, 
showing that we reallY mean to go i .n that directi on, 

Regraded Uclassified



Oliphant: 

H.M. Jr: 

Oliphant : 

B. !.I .Jr: 

Oliphant: 

H.M.Jr: 

Oliphant: 

H. ii.Jr: 

Oliphant: 

H.lt.Jr: 

Oliphant: 

H.M, Jr: 

Oliphant: 

H.II . Jr: 

will be helpful. 

Be helpful . 

-7-

286 

See? Will be helpful . I mean that we are not just 
talking about it. 

Aod you are not thinking in t erms of a complete 
bill of f are yet. 

No , because it hasn't been off ered so I can digest it. 
And it• s - the thing, I think, my we are successful 
here in the Treasury is that we never do move until 
we get a t least 90 percent agreement, and - well, 
Taylor and Lochhead, those people, are all opposed 
to licensing of short- t erm money. And incidentally , 
right on that, to show you, today for the first time 
Switzerland, which has balances here, has invested 
to the extent of five million t hirty in our Govern­
ments today • 

You see, tha t would be the effect. 

Well, it' s good. 

Uh-huh. 

Huh? 
IV ell , just in terms of - to b e sure my work is being 
done, I Just wanted t o see what - how you were 
envisioning the picture as to what you wanted this 
day. 
Vlell , what I would do - as I remember, I asked 
Taylor to carry the ball on it, didn't I? 

Yes, that was my • ••• 

What? 

That's a long time ago when we came ln. 

Well, w1 thin the last 
I have heard from him 
or wasn' t satisfied. 

month. And the only thing 
is that be d1dn1 t like it, 
So I - I have no obJection 
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to prodding him and seeill8 where he ' s feelill8, and 
l 1ll do that tomorrow mornill8. 

Well , I wasn't sure who had the ball. 

No, I haven' t anything on the bank deposits . 

The way I divided it - only a couple weeks ago when 
I came back from the farm, I said, •Magill take the 
tax end, and Taylor take the licensing, the bank 
deposit end. • 

Now, what I want to point out i s that there is 
another t hird a s big as ei ther one of those, and 
that is trade acceptances - pay one-fourt h of one 
percent per year and there is really no income there 
to be taxed; there is this whole bunch of short-term 
low interest instruments. 

!lave you eritten anything? 

Well, I've t alked a lot about it . 

Well, will you bring it up again? 

Yes, whenever you want me to. 

Well, Just as soon as • • • • We 111 have a meeti.ng on 
the financial end of the thing; we ' ll have Taylor in 
here at - just at first . 

Fine, that takes care of all I have . 

Bow's that? 

I Just want to be sure - three parts; not two, but 
three . 

Very important. l'hank you, Herman. And we ' ll have -
we ' ll do that but in the meantime there is the other 
thing, the qu~stion of the drafting of the l egislation 
which is to come. 

Well , presumably tha t is either finished or pretty 
nearly so . 
There is only one other question; that is the with­
holding tax. 
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No, t he legislation to back up what he ' s put in 
the letter . 

Oh, these eight •• ••• 
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Oh yes, whatever goes into those letters, I want 
legislation to back it up . And the minute that the 
President pops i t to Harrison and Uoughton, t hen 
we can work directly with the fellows on the Hill. 

Now, can you take one other question? 

Give you two more. 

Now, comi ng back a gain to the withholdi.ng tax on 
foreigners, has there been a decis i on on whether 
or not the rate would be flexible? 

No, it's to b e fixed. 

Fixed . 

A fixed rate. 
This probably appears in his minutes. In this l etter 
that I am to write for his signature t o the Chairman, 
is he to suggest a subcommittee? 

No . 
Or is be simply t o say, •These loopholes - the 
Secretary of t he Treasury bas told me about t hese 
loopholes•? 

•And I wish you'd investigate it.• 
I wish you'd investigate it.• 

Uh-buh. 

•llr. Harrison, 

See? The appointment of the subcommittee is an 
off-the-record understanding that he bas before 
the lett er goes up. 
Now, we can have plenty more meetings on this i f 
we haven ' t covered it all. 
How soon do you want these letters for hia1 r i ght away? 
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Oh, I would say if I could have them - well, without 
pushing too bard, when would you say? 

Well , I can have them very quickly without pushing 
me very hard. 

Vlell , what do you call ••••• 

I can get t hem done this after noon. 

I mean could I get t hem so I could go and see bill 
llednesday morning and hand them to him? 

I should think so . 

Rather make it thursday morning? 

If you want to. 

Give it to me \Vednesday and t hen I can band it to 
him Thursday. 

hasily . See, t he so-called hot money l etter is 
virtuauy done . 

I f I can have them sometime Wednesday, Mrs . Klotz, 
I ' 11 ask to see him Thursde.y morning . And then 
before we send this over we'll have another meeting 
to see if there is something else. 

*by couldn't the letter to Harrison and Dought on 
simply enclose e copy of the letter of the Secretary 
to the President? Not have to do it over at all. 
Call their attention to - "The Secretary of the 
'Treasury has reported this to me . " 

The names or without - t he ones without the nsaes? 

Uh-hub. 
Well, i f you don' t mind, I ' m two hours behind, and 
what I •d do is to make o start, and 1f any question 
comes up I'm available . 
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OENCIIAL COUNa&L 

TIIIEA.aUftY DC~AinNCNT 

WASHINGTON 

MAY 24 1937 

On JanU&r7 8, 19)5, :rou addressed a letter to the President 
calling to h1a attelltion the large accllaulatiOD or caaaa ill the 
United States Cuatou Court and apprisin& Ilia of the fact that 
the Legal Dirla1on or the Traaallr)' Dapartaent was cont~tin& a 
thorougb-goillg study of the whole situation ill tbia court' ill 
cooperation with a nuaber or aeabers of the Mew lork Bar. lou 
also stated in the t let ter that there was aaple reason to believe 
that with the cooperation of the Attorney General needed reforms 
in that court could be put in operation. 

On January 91 19)51 the President addressed a joint note to 
the Attorne:r General and you expressing the hope that the Treaallr)' 
Dapartaent and the Dapertaent of Justice could push the .. tter in 
connection with the Cuatoaa Court. 

lou desigllated me to carry on the Treasury phase or tbia stud7 
and the Attorne7 General ll&lled Joseph R. Jackson, Assistant Attonle7 
General in charge or Customs, as bis representative. I c~cated 
with the Attorney General on tbia matter on January 111 19)51 and 
conferred with hill on the 16th. Be arranged tor me to confer with 
Joseph R. Jackson on January 18 concerning general plans for ths 
twofold study. 

Attar the Treesur:r pbaaa or the stud7 ns blocked out, •7 staff 
collected and proceesed the uases ot stetietical date necessary to 
give the study realit7. 

I invited the Mew lork Law Society 1 which ia coaposed of aotiTe 
atlllbers ot the Bar in Mew lork, and the lala School of Law, UDder 
whose ~JUpervi&ion SUM'eya or this nature bad herototore bean conductod , 
to keep in touch with the collection and proliainary study ot this 
statistical material and to examine the tentative conclusions draWI1 trom 
our s tudy of th.is statistical uterial in the light of the practical 

experience or th1a group of lawyers. 

On January 22, 19)5, Jlr. 1. s. Greeo~bawa, representing the Jew York 
Laws iety and 11r. fti..U A. Jlenning 1 Jr., Solicitor to the Collector 

of C:tou ~t Jew York, conterred with llr. Joseph R. Jacks":t !:!atant 
Attorn General in connection rith the proposed •tudr· 

ey • ..., to the fr&Ullr)' Dapartaent bia tull co-
uetinc llr. Jacksoo otter... auaes tor delay ill the 
operation, but auggaeted that pro~l~ ~~ in those runeti0ft8 which 
41epoaa1 ot cuataa1 11 t111ation w • nt and that • 

are within ttie juriacUotionuldot :• i:::•:! ~:=-int' where the ayetea 
study of these runctiooa 110 sc 
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the Secretary, 2. 

bad fallen down. He concluded that it would be the better procedure 

tor the TreeBIIl'Y to malta a study of these f'lmctioaa, and that, u tc 

aoy probleme which llight in-.oln fUnctions of both the Treasury 

Department and the Department of J ustice, he would be glad to cooperate 

tc the fullest extent. He also stated that he and Judge llcClelland, 

Presiding J udge of the Cuetcu Court, had been atucl)'i.ng the probleoa 
f'l-011 the rtewpoint of their respective juriadictio1>11. 

I t u.s detendned, therefore , that the problne in the Treuury 

Department should be studied so that, when the f acta therein were 

detorained and t he r ecouendationa were fol'lllulated , the matter 
ai&ht be discussed nth the .Attorney General with a 'fiew tc co­
ordinating these reco.aendetions with such recOII!:Iendetiona in connec­
tion witb hie Depe.rtllent, ae the .Attorney General aight desire tc IIAke. 

I subai t herewith 1 !\ final form the report of the Treasury' a 

s tudy of cuetoae protest litigation in Mew York City. This a tudy 
bAa, as indicated, been concentrated on the reatione of such l1 tiga­

tion to the .tunctiona of the Treasury Depe.rtaent. 

This report contains• 

{a) A etetement of the condi tiona which have caused the 
existing accumulation of protests and the excessive delay 1n their 

dieposi tion; 

{b) A discussion of certein factors contributing to tbeea 

conditions which might be controlled through action by the Treasury 

Depe.rt:.ent; and 

{c) Detinite rec~ondetiona with respect tc sucb factors. 

In the course of the study of customs protest litigation, and 

as an incidental develo~ent of that s t udy, there appeared cer~n 
conditions \1hich are within the Juriadiction of tho Department o 
Juetic and 'lhich in a:y opinion, contribute substantially to the 

e , -•' ti lhUe our studJ' we.e confined to 
present serioUII ou tu.a on. t it uld not a'f01d acae observa-
!'w:letions of the Treasury Departaen , co 
tion of these other conditi ons . 

uld be sdvissble to eubait to the 
It is rq opinion that it 110 the functions or hie 

.Attorney General soae suage~one =·~st lltieation which han 
Depertaent with respect to e cua et.ud so that, men hie and 
developed as natural. by-products ot our be 1 have bad tbe benefit ot 
your reports are made to the Pres~:::;~l w~ then be fuilier with 
our observationa. The Attorney ttar and be mi&ht desire to in-

the Treasury's rtewpoint ~ ::• .. _~ndationa to be IO&de to the 

corporate i n hie portioa 0 e r tions 
President aOIIe or all ot our augges • 
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The suggestions which I believe should be sublrl tted to the 
Attorney General are ae follows: 
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1, '!'hat each proteGt Should be deterainopd by 8 single Judge, 

Under the present statute a protest ease Clllllt be decided by a divieion 
of three judges. If the statute were changed to pronde for decision 
by a single judge, a pproxiaately three timoa aa aany protests could 
be d18posed of b;y the present number of judgee, 

2. That .29.!\.!Jngent • ..attorneys ' fe»~I\!.<L!!.G_.!:!!~.t~ "!ltl 
~~~-~rne~pJlould ~e prohibited by statu~e fro~ shering their 
f ees wit.h persons other ~han a ttorneY!! a.JI • .JI. £Ona1deration or an in­
!!_ucement to such !l!raona to place custoaJI.J?.!l!.IEH.B in their banda. 

Tills suggestion parallels a recOC!!!endation I have &&de thet legislation 
be enacted probibiti!li the receiving or sbarint; of fees , or other 
c011pensetion , by r ersona not attorneys as an induet>l:lent to such persona 
to place customs clai:la in the h8Ilds or such attorneys . 

3- That tb.!L.l'!'esent eusnension...cr.•.c_t_is.• • .s.houl_!l __ b_e_£1.1A-C.9!'Ynu!!S 
excopt vh~J! • .:!:M • .v.rotep_t&_n_t~e.!L to_..!IP.i.!!.•.J>.Y. the d.JI.f..ipion_j..n._a___t.m 

~~ 

Under the present systa a protest 111111 be sunpendod pending decision 
1n a test case, and after detanoination ot the first test case, it 
may be suspended egllin and s;;ain pendint; decisions 1n other test caaea. 

Thus there is uract1eo.ll;r no end to the 11 tigo.tioa. 

Very t:rul;y yours , L/)f)/ 
General Co~ 

The Honorable 

The Secroury ot the Treasury • 
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~ dMr llr. Att.orne1 GeDerall 

I aa ucloailll barn1 til a eow ot a report ot a nw11 
aade UDder ~ d.iractiC>D ot llr. llcwu OUpbaDt, Oeaaral 
c-ae1 ot the tr .. IUJ7 De~t, ot ceditioaa 1D cutoaa 
proten liU&atioD 1D eo tar aa it CODC&nl& tha tllactiex~a 
or the Tre&IN17 De~t. 

Durillc the oourae or tbh atod¥ or Tre&""'7 Departeea~t 
proc .... a, aDd u &D 1Dc1d&llt thereto, tbare cau t.o the 
attutioD or the peraex~ a aa1t1111 the stud,y cert&i.D cODditiODa 
wbicb are w1th1D the Jur1od1ct1oD ot JOur Departect. 
These OODd1 UoD& are raterre<i t.o 1D tho report. 

I ban Geltad llr. UUpbant t.o diaauaa thia report rlth 

1, J ... 

Secretary ot tbe Treasury. 

• 
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REPORT TO THE SECRETARY OF THE TIU:ASURl: ON THE S'l'UDl: OF CERTADI 
PIIASES OF THE CONGESTIOll OF CASES IN THE UNITED 

STATLS CUS~S COURT, 

Aa a bo&1nn1ng of the Treasury'• atu<ly of congestion of cases 

in tbe United States Cuatoas Court, I stated our problem as tollo..-sz 

There is an accurulation of over 11!0,000 cases 1n 
the Customs Court, rlth a consequent delAy of serious 
proportions to cases being curran tly tiled. The whole 
aituation needs to be car&tully studied by an agency 
that con bring to the work two things• (l) the skill 
ond patience tor a really accurate statistical analysis 
of the various phases of the problem, end ( 2) a thorough 
practical knowledge of the actual operation of our legal 
practice and procedural mochonica . The purpose is not 
to be to make a study for the sake of msking a studY· 
A definite object would be the formuletion of specific and 
concrete changes 1n those phoees of the present handling 
of Cuatolllll cases responsible for the orlating accunule-

tion and delAy . 

In this spirit. a prellainary aur ... y ..as D&de and a plall ot study 

fonoulated . The todn survey was coeaenced 1n AU&USt, 19.35, and wee 

tiniehed 1n llovelllber, 19.36. A r eport thareoo us D&de by llr. Cbarlea 

0. Saaanow, 1n iJmted1nte charge, to the lfew York Law Society end Yale 

Law School cOIIIllittee containing hie foTIIuletiona of tbe statistical 

data and facta otherrlae gathered together witb certain auggeatiooa 

ot poaaible re~~ediea tor tbe eli.ainStion ot tbe condi tiona which 

obtained 1n tba court. 
This coeaitte• received this report and 
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atwlied it in conjunction with llr. Sucow, llr. MAnni n g , end llr. 

Agee, Aaeiatant Solicitor to the pollect or of Cuatoae at Mew York. 

From the suggestions of llr. Samenow and their study of these 

suggestions, the COIIII:littee baa subaitted to •• a comprehensive 

report covering the whole situation. Tba C.-ittae1 a report 

baa been thoroughly studied end den1o!*l by aeabers of ay staff. 

On the basi,s of this work, I ~t to you -.;t findiDgs end re-

coaendationa in connection with the prob1•• 

I . CO!llliTIO!lS IOXISTIKG IN PROTEST r.ITIGATION IN THE 
CUSTCIIS COURT. 

The study luis developed the fact that congestion i n the Customa 

Court is decreasing s011ewbat but is i ,ntolerab1e. As a result of 

this conceation there is a substantial danit.l of justice both to 

the GoTemaent aDd to the public at large. 

Tbe nuaber of protest cases penA1ng undieposed of before the 

Cuatoaa Court at the end of each fiscal year, beg;IM1DI with 19)1, 

1a •• follo• •• 

19)1 
19)2 
19)) 
19)4 
1935 
1936 

2)7,441 
222, 125 
220,')77 
20'), 04> 
1.81,652 
167,851 
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) . 
.U thoueb there haa been eoaa dilliDution in the Wldiepoeed ot 

caaea each year, the a verege llUIIber of caaaa ot tbie backlog which 

have baen disposed of each year baa been only 1.4,000. OD tbie 

average it would take almost t welve yeara to bring the calendar up 

to data , and, with the continuing raYiq1 of t rade , en increase 

iD the tu~~~ber of protests tiled say reasonably be expected. 

J. surYey of eases decided in the year• 1934 and 1935 in­

dicates that 30 per cent were disposed ot within ocs year; 15 per 

cent witbiD the second year attar t'UingJ 15 per cent within the 

tb1rd year atter ti.lin81 and 40 per cent attar the expiration of 

three years . Twenty-two per cent or tbe cases were over tive years 

old at tbe ti8e of decision thereon. However, it a protestant 

preaaee his caae, a nearing PY be bad wi tbiD appronutely six 

aontba. 
Over 80 par cent of tba protests tiled wer,e e.-entually abandoced 

by the 18porter. '!'be adaln1atrat1Te coat under aucb c1rcUIStancee 
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1e unjua_tifiable. 

In aoat eaaee wherein the proteet wee euataiDed and retunda paid 

by the Qovei'IlJlent, the conauaiDK publio received no benetit tberatroa •. 

The bi &b.er duty paid bad alreadY been peued on by tbe uporter to 

the c~ public and the retuDcla ware aare windt'alle to the 

who usuallY racei ved one-balt ot the 
18porter and to b1a attorneJ, 

rat\md. 
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II , CAUSES CF UliDllE VOLUIIE OF PROTEST LITIG!TIOII IB THE 
CUSTOIIS COtJRT. 

Protest litigation ie concentrated in the banda of relatively 

fe'll brokers and attorneye. Eighty-ei.ght brokers filed about three­

fifth& of all entries protested in 1934-)5. Ot these eighty-eight 

about one-fourth tiled over a tl>1rtt ot all euch entries. The 

leadin& broker appeared in 10. 5 per cent ot the protested entriea; 

the next in 5,5 per cent. Ten attorne)'8 tiled 90 per cent ot 
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all proteata, three of th• fUing al&oat 50 per cent. The iaportar 

hi.Diself rarely handles his oc cuatoaa buaineu. 

Protest litigation is speculative, unfounded, end irresponsible 

to n far greater extent than ordinarY l itigation. Protests IIIAY 

be filed end pursued n thout fees. virtually '111 tbout risk of expense 

or loea. Only it be willa need the illporter pay bill attorney any­

thing . Cases are rarely pushed for trial as they • ould be it the 

illportar desired to aettJ.e s real dispute oo which tbe couduct ot 

his buainess depended. Large nuabers of th•, suspended pecding tbe 

datenoination of •teat cases•, are suspended asain under ne• teat ceaea 
It ia to the 

•here the first onea were decided against the iaporters. 

interest ot brokers end attorneys to lceep an iat>u& open as long aa poaaible 

80 

that a ~ nuaber ot proteata can be collected and brought i n Wlder 

it. 

(1. 

.t.t least 7 per cent of all proteate tiled ere duplicate& or JIU].tipl••• 

•• protest& tiled by different attorn•:r• againat the .... it•) • 
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Hot 1n!roquentl7 tbe entire protest process is completed 'l'i tbout the 

knowledge or the uporter. 

Protests ere euperticial, atareot7Ped, and lllllt.iterioua. !bey 

ordinarily inadequatezy describe the merchandise. !be remainder of 

tbe protes t 1a s printed or milteograpbed form cention!Dg aenral 

paragraphs of tbe te.ri.tt act aa cleiaed to be applicable. !bose 

cl.e.iJla ere trequentl,- contradictory, 1118D7 of tbem more or leas ir­

relevant. Reasons for the claims are seldom stated with any precision, 

1t at ell. or ell cleaai.ticetion protests, only on6-f1.ttb contained 

one cle1a each; two-thirds, five cleiaa or leas; tbe reaalnder, au 

claims or more . Tbua tbe real nature of tbe claim ia n.ot disclosed 

but concealed b7 the typical protest. 

Protest litigation develops and ... tures without tbe knowledge 

of the cuat<llls officials charged with the .!'Unctions i t cballangea. 

In the case of four-fifths of the protests , there is notbin& to apprise 

the cuatoae autboritiea of tbe existence of s dispute unW attar the 

whole process of liquidation is c011pl.ete and tbe protest itself 1a tiled. 

This ia ontirely unneceeaery, and deprives tbe government of opportunities 

for the special treataent of disputed i tems which is easentiel t o their 

fair and atticient bendllng. 
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III. IUXXIIIiEND.t.TIOIIS. 

J.. Regulate the broker-:tttorney relationship. 

Since the broker, who appears 1n 98 per cant of the entries 

filed, is in moat inatancea 1n complete control ot all the customs 

transactions of the illlporter, he bee control of the protest 11 tiga­

tion also. It is uaunll;y tbe broker 'lbo hires tbe attoroa;y, and 

he bu used hie strategic position to aaaura biuelt ot part 

(uauall;y 50 per cent) of an;y tee tortbe<>ainl in tbe case. !he 

tee itsalt ill wholly ctetingeot , being 50 per cent of en;y retuod. 

Broker& juatif'y this fee sharing on tbe grouna tbet it is co:npanaa­

tion for their services in aasbting the preparation for trial . 

Such compensation, howeTer, ought to be fixed by the reasonable 

value ot' tbe aerTicea and not by a percentage of the tee. The 

present system (a) encourages the bargain and aale of protest 

litigation to attorneys by brokers, (b) allows the importer to 

lltJ.aata witbollt expens,., and (c) places the broker in incOil&iatent 

poait!ons . 

!he l aet ie particw..rly serious. The broker 1a pri.ooar1ly 

the importer's agent and should aee to it that hie principal' & goo<le 

are entered at the lowest rate allowed by law. 'lCHieY there is 

nothing but the broker's conacience to prennt him t'roll entering the 

coods at a hi&ber rete and therebJ aeouring tor hilllselt 25 per cant 

ot the cUttareDce ,..., a protest ia tioallJ sustained· 
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Solie broker& are wo "'""'bera of the cuatou bar . It could 

lulrdly be made e crille for th .. to ahara fees 111 th their fellow 

attorneys , but it could be made a cause t or the revocation or 

suspension of their brokers' l icenses in view of the close inter­

relationship between the evils of fee splitting end the extent of 

diainterestedness of the broker's activity!! broker, 

I doubt, however, l!bether a broker 1 a license could be revoked 

on the ground of fee splitting under the present statute . 

I, therefore, rac.-aendl 

l. 

2. 

). 

Enactaant of a statute ~aking i t a penal offense 
for any person to receive or ahara , or to agree to 
receive or share, any part of any fee or other 
e011pansation received by a cuatOIIa attorney, or 
any other attorney handling cuatoms cla.l.Jns, as an 
inducement for that person placing in the hands 
of such attorney any customs clailn or de~~~and for 
the purpose of collecting such elailn or enforcing 
ouch deaand. 

Enaetaent of a statute •akiDS it a penal offense 
for any person, other than a cuatolla or other attorney 
to receive, or agree to receive, any tee or other 
e~tion in connection with cuatollll cle1Joa or 
dr•nda, the pa)'lleDt or which ill dependent upon the 
tiDal result or tho rUinS or the prosecution of 
such cl.aiJ:>S or d.-and•. 

Enactaent of a statute ueodinl section 641 of the 
Tariff Act of 1930, making Ill turther grounds tor 
the suspension or revocation of a broker 's license 
the acceptance by a broker of any co.pensation 
whatsoever in connection with any protest or appeal 
for reappraiaeaent without the tull knowledge and 
consent ot hie cl1ent, or the acceptance of &D1 
contingent tee or coapeneation in auch connectioD 
whether it be with or without the knowledge and 

conaant ot hie c11ent. 

30C 
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In connection with raCOIIIlendation (l) above, there should be, 

of course , an exception in the ceae of agreeaenta made between custo.a 

attorneya, or between eu.ato.a attorneya and other attorneys Ucesed 

t o practice by the laws of any State, territory, inaular possession 

or the District of ColWibia. 

In connection with recoa!!endation (3), the s tatute will appl.J 

to all brokers whether they are attorneya or not. 

B • 1\tguire wotesta to comply .with ruulations 
of the Seoretary of the Treasury with resoect 
to their form , content . and authorization. 

As I have said, the typical protest today i s obscure, wltifarioua, 

and often directed to more then one entry. In general these proteeta 

have been held to co:nply with the provaill.nt; liberal interpretation 

of the oreaent statute. But they exceaaively handicap the Go'fernaent 

30.1 

in all stages of the litigation (adainistratin handling, collector ' s 

review, preparation for trial, end trial) ; and they pel'llit tho protestant 

to initiate litigation without banns any definite olaill in IOind. 

1'be statute, section 51.4 of the T'ariff Act or 1930 (0. S. C. , 

title 19, aec. 151.4), peralta protests to be f1led by the importer 

or his agent, alii regulations (arts. 296 end 850 of the Customs Regula­

tiona or 1931, ea aaended) require that there be on rue in the office 

of the collector or cuatooul a power or attorn&J which conra authority 

to file protests . But there ban often been duplicate or aultiple 

overlapping powara of attorney. • oreo.,.r, it aeeas that a protaat 

1a nJ.1d u tiled b7 .,... a ppearin& upco the baarin& to have beeo authoriaed 

68 
agent, ......, tboU&b there was not coaplieDC& with the reaul&tiOIUI• 
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Aa a practical utter there baa been nothing in the proceas, f'rool 

beginning to end, which requirea that a protest be called to the 

illlporter'a attention. Hence in part the irresponsible character 

of the litigation, noted above . 

This situation probably cannot be wholly rectified by depart-

aent regul.atiollll UDder the present statute. Regulations , if reason­

able and consonant nth law, are valid; but their effect is not 

unifOI'II • It a statute gives a ri£)lt but specificall1 providea tor 

ita exercise subject to departaental regulations, then regulations 

aeda under that Act are mandetorx and bied any tribunal where the 
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ri£)lt is oUlad into question. But if the statute itself prescribes 

the manner and form of exeroiain& the right, t.hen regula tiona lllllde 

under the general power of a department heed to administer the details' 

of hie department (such as that conferred by section 624, Tariff Act of 

1930; u. S. c., title 19, sec. 1624) are aarely directory and do not 

bind the r1£)lte of parties except m ara t.her are be1DK dealt rlth by 

that dapartaent. So where a court considers thAt a protest conl'oru 

to the .,..,
1
uire:oents of present section 51..41 it rlll regard that protest 

as valid , wbatever custoJis reguleticne it 1!181 violate . 

I do not believe, however, that o statute can eff ectively pres-
Tbeaa 

wbich lcnowa 
cribe matters ot torm, content, and tho like, in detail• 

uttara should be dealt nth by tha dapartaent concerned, 

them intiAatelY and can obaerTe and respond to cbenging need•• 
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I, therefore , rec011mendl 

l. 

2. 

.Allendment of section 514 of tbe Tariff .let of 1930 
to provide that no protest ahall be valid unl it' 
conforms to ru1 eas 

8 
es and regulationa preaoribed b7 tbe 

eoretsr7 of the Treasury w1 th respect to its form 
content, and authorization. • 

The promulgation of Treo.aury Recul.D.tiona providing 

a. 

b . 

c . 

tbat a protest oaay relate onl.y to a single entry, 

that a protest .aust olearly identity the pro­
tested iteas (perhaps by invoice nwabor) end 
atete tbe paragraph claiaed to be applicable 
to each i tam w1 th the reason& for such claill 
alternative elaiaa to be aet forth in seperai.. 
count&, 

that lthere the proteat 1a &ijP'ed by an sgent he 
11Ul1t be authorized either (l) by a bl anket 
power of attorney for the filing of protests , 
valid for no more than t wo years , filed with 
tbe collector of custom a at tbe port of entry 1 

only one of which blanket powers may be effec­
tive at any one time f or a~ one importer, or 
(2) by a power of attorney authorising the tiling 
of specific proteate end re•oldng pro tanto 
any blanket power of attorney on rue. 

lfovide tor s prottat tee. c. 
The absence or such f ee encourages apec:ulation in custooiS liti­

sation. There l.s probably no other tribunal l.n the country wher!' 

litigants II&Y enter ell ldnde or cl.41a& utterly without expense to 
There ore t eea end coste 

tbemoelvea though the event be adverse . 
ann in aaall clalJa8 courte. A filing fee or $10 aUBt aeeOOipaDY in­

come tax appe&la . Tbeae chargee not onlY help to defr&Y the expanae 

or the aaehinery the elaiii&Dt sate in action , but tbey tend to 1naure 

the boa& ridee or elaia&· 

c 
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I, therefore ,reca.aendt 

The anactaent or a statute prorldlng a fee 
of $1 for each protest, plus $1 for each alterna­
tin claim stated 1n such protest, all teas to 
be returned if the protest ie sustained. 

D. J1nil the illporter tc hia entered, ratt. 

Today evan though the collector on liquidation agrees with the 

rate at which aercbondiae baa been entered, a protest against that 

liquidation tl87 be riled. Indeed , 1n 80 per cent or the protests 

tiled in 1934-35 the goods bad been liquidated aa entered. 'l'bie 

SO per cent i s doubtless made up in large pert of speculative ventures 

though it probably includes some bona fide litication since the entry 

clerk, by rejecting entries in .nich he finds that too loa a rate 

he.a been aelected, 1n effect requires the entry to reflect his judg-

aent of the proper rete rather than the l.llporter1 a 1n cues where the 

letter llijtht be the lower ot the two. llo record of the rejected 

en tries was kept during the period of study. 

The results of the present situation 1n this regard are clear. 
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Ouly one out or each t en ,.clcAges covered b7 the ordin&rY entrx is 

sent to the exnainer ror inapeotion end ool1 reletiTely little of the 

aercbandise is actually seen, probebl1 about 2 per cent, ao that 

aerchandise which is leter the aubj ect of protea t i a often never 

ax.aained . 1 aore eo;oplete exaaination in the case or all entriea 

s.. iapracticable. But it would be necaaa&r1 ur>der the present syatea 

to ina~ adequate treataent ot ca .. a wber• there 11igl>t be a diapllte, 

aince tber8 ie no '11&1 of tel l!ng tbeee cae•• apart tra. the reat .xcept 
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where the examiner disagrees w1 th the entered rete (1. e. in 20 

per cent of the cease later protested) , I f , however, entries 

'llhich l>ight. be ;:zrot.csted were eazwarked troa the b•g:tnnlng there 

woW.d be &Jlplo opportunit;y for f'ull.er investigation in these eaeee. 

The exemlner has eutfioiont power to take all neceaser:r samples 

end may even request the collector to order all merchandise covered 

by the entry returned to cuato:na cust.od;y. 

This earmarldn& could be acco:npliehed b;y binding the iAporter 

to hie ant.ered rate except mara that i s noted as I:Uida under duress. 

Such a provision would be fUtile, howeTer, unless there were Pchinary 

to prevent the unliAited filing of duress entries and entries carrying 

too low a rate. 

The proposals that follow would, if carried out, have another 

resW.t , also. The;y would altogether r•oYe a possible meana whereby 

e broker aigbt profit e t hie client's expense by entering marcb&ndise 

at too high a rate and collecting pert of the re!'wld. 

I, therefore, reooamand l 

1. 

2. 

Enactaant ot e et.atute providing t hat proteata 
shall be Y&l.id only if made Oil i t•• (e) en tared 
under e duraaa notation stating tha rete and 
paragraph claaed to w applicable, or (b) 011 

'llhich the liquidated rate is p-eater than the 

entered rate. 

The inclusion in tbie statute ot prorlaion tor 

8 tee ot $1.00 for the priTileJe ot ~~. 
duress not.atiOil as to each itea eo no ' 
tH to be r eturned it the aportar'• claiA 1e 
euat.ainad either bT the collector or tbe court. 
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J. '!'he -c1aeot ot statute proddiJI& tor rejection 
b;y the entry clerk of all entriea on which be 
tinda a wrong rate baa be• selected or wrong 
prodaion ot law cited. '!'hia accords with 
preamt theoretical praotioe, bu.t y;ould prodde 
greater aeaurance ot attectiTe action. 

It the aboTe rac.-andationa are adopted and attain the reaulte 

predicted tor ths, tbe;y will reduce tbe Dtabar of protests tiled and 

largel;y cootiDe tbe rm•lndoor to caau which r epreaeot a real dispute, 

olearl;y 1ndicated. '!hia would enable tbe collector to renew hU 

l1qu.1dat1011 tar •or• attectinl;r than be now can. Be should nail 

hiuelt or tbia opport1J111t;r b;y proddiD& a caratul inveotigatioo ot 

the raote and law in eacb case, with a daw to IIUild.Dg hia own deoiaioo 

on renew or preparing the controvera;y tor trial, u the case rJJ47 be. 

E. Ad•1ntstrat.1Te action . 

'!'he following •d•fnletratin changes are rec011aended tor t-ediate 

adoption a 

1. Chana• tba p:aaent bulletin notioe ot liquidatioo. 
Ct. c. B. 1931, e:rta. 820(b), 821, 849(c) and (d) • 
All Uquidatiooa are now posted on a bDl.letin 
aT&ileble to brokers and attorne;ra . IIbera tbe 
rate hae baeD adftlloed Oil liquidation thia tact 
appear a on the bulletin notice, and the oonaigDee 
b alae notified or 1 t b;r ..u. '!'Ida iotC>X'IIIltioo 
proaiaeuoual;r disclosed b;y tbe bDl.latin notice 1a an 
iDTalDal>1• aid to the u:oautborhed tillDC of protests 
and an encourag-Dt to the aolioitetioo of protest 
buaiDeea which I belien ia prevelmt. Abolition 
ot thU notice and aubatitutioo or notio• b;y Mil 
to tbe real conaipee is theratore rae-ended· 
It tbat 1a too coatl;r to be praotioable, I rae--' 

:!.1::::~:::.:-:t! f:~ca~:ie 
- -t the cooa~ b7 uil) • 
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2. Worc- t or article 1.449(•) or the Cuatou 
RegulaticiU! ct 19)1, as aaended, 'lldcb prohibite 
what waa toUDd to be the preaent practice ot 
tree ev• lnation ot al.l entries in RoCIUI 508 
aDd 523 in the I n York cuatc.hcuae. Intor­
utlon gaiDed trca tbe bulletin notice ia DOW 

f ollowed up in tbia ~ b7 1mAUthorised brokers' 
Uld attorn&TS' cleru. 

) . Woree sectico 48l(a) ot tbe 'faritt Act ot 19)0 
(U. S. c., title 19, eec. 1481(a)) Uld article 269(b) 
ot the Cuatou Beguleticoa ot 1931, co-raring deacrip­
tico ot aereballd1•• in cOD8Ular inYoic... lid~ 
apreed disregard or tbeae requir•8t1te witb resulting 
1.l.hsibUity ot invoices W&ll tound. 

4• .f.boliab the routine nature ot tbe present renew ot 
proteate by tbe appraising otticers. Under present 
practice tbis appears to be a aer• rubber eteap 
process, witb tbe general uae ot aiaeograph an.ewara . 
Further , it cOilSlliUIS en un4ue aaount of tbe 90 deyll 
allowd tbe collector tor hie rerl••· 

£~ 
f.IAY 24 1937 
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Kay iG4 , 1937, 

Sat urday ni ght on t he cutter 11 POTO!.!.,C• with the Pr esident : 

He and I were s itting on deck - beauti f ul moonlit night 
af t er 10 o ' clock, when t he r est had left us - he start ed to t alk . ' 
H e suid, "If Br c.ndeis r esigns , whom do you think I should -P;>oi nt 
t o succeed him - Landi s or Frankfurter?" I told him, t ha t I w:>uld 
a;>;oint Lcndis by all means . Be suid, •Fr&nkfurter would r a te a 
mor e populL.r opinion• t o which I replied, "Yes, I suppose he would , 
but I believe t il£. t the public \'fould have more confidence in Lanclis" . 
He s .. id , "Yiell I think I would have & terrible tl::~e getting Fra nk­
fur t e r confirmed" a nd I repli ed, 11Yes , you cer t ainly 1rould . " I do 
not know whether i t is worthwhile• . Be said, •one of the troubles 
wlth Frankfurter is tha t he l s over-brilliant. 

You could tell f r om t he President ' s conversation that he 
r eally would like t o appoi nt Frankfurter but that he was hesitating 
l ur gely on account of the unfavorabl e public re~ction to such an 
pp1Join tment . 

I then took courage and said to him, "What ar e you eoing 
to do about Joe Robinson? " He sa id , "I cannot appoi nt him" and I 
suid , "Why not?" a nd he sa i d , "Because he i s not suffi ciently 
liberal" . I said, • I am certainly glud to heur you t -.lk that way. 
The things that you have done and t alked to me about the l ast t en 
days have encouraged me tremendously because, I said, after all t 
4m a reformer" . The President suid, •Up to now I bave.been too 
tired to do so:ne of the things th:i t I would like to do • 

The President said, •However, if I had three vacancies 
I mi ght be able t o sandwi ch i n Joe Robinson• . The Pr esident told 
me t hat he had absolut ely no idea who wa s going to resi gn from the 
Court and who was not. He fel t quite confident that we would get 
a f avorable dec i sion on the Soci a l SecuritY Act . 

Next the Pr esi dent said, "I cannot hel p but think who 
ft r 19&0 " He sa id •Take Vlullace , 

wlll car r y on as my succe~so; ~ ~ 15 a poor Admini~trator"to which 
he t hinks t he same a s we 0 u 8 i d "Govet·nor Earle mi ght do" • 
I repl i ed, 11 He cert~inl~dis"iot ~fs!om~n troubles and he said be hbd 
I sa i d , "I t hought e a " H a i d his heart i s in the 
but that he was getting over t~elllg~ " e T~en he said, "tlike Ber bert 
r i ght place as f ar a s t he peop e 1 • a se~e of hl.l!lor. Be wo uld 
Lemwn, he might do , but he basn t go t " I s aid •whbt abOut Farl ey, 
just d i e i f he was Presi~:nt~r~:e"'P;~~ident s~id; • I don ' t thick 
wU.l he r un for Governor. a uld be el ect ed"· I differ ed wi•.h hia. 
so becuuse I don' t think he co 
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I said , "Would Farley r1m for President?" and the President 
sai d quite emphatica l l y tha t he ~ould not. I sa id • I don ' t 
think the country i s reudy for a Catholic and he a~reet I 
suid, "What about Hull?" a Dd he said, •Be is too sick a ' ~~all• . 
He then spoke well of Senator Barkley as a possibility. 

Then he said, "llow I nave got somebody who has a 
good voice on the radio, popular with the people and thinks 
the way I do and this was t he only person he really got en­
thusia stic c.bout a nd I suid, 11 Who"? o.nd he replied, 11 &rry 
Hopki ns" . 

kfter this conversation was over, I t hought a lot 
about it and I am not a t a l l sure t hat he did not expect me 
t o sc.y, •Well, of course, Frankli n you are the only person who 
cw1 succeed yourself - but if t hat was what he was after I did 
no t ris e t o the ba it. 

The President asked me what wus going on in Englund 
a.nd I gave him a brief summary and he said, "What about France" 
und I replied, " Vi ell if you want me to giVe you betting odds 
I would say t hat the chances of Blum staying in from now until 
J a nuary lst were a bout as two is to five. " I sa id , "What do 
you think" <>Dd he r eplied, "I think he has three c lu.nces out 
of f ive if you specify the r est of this year" . 

I asked him how well a person Jesse Jones was and 
he said no t p=ticularly well . However, be sa.id, "He i~ an 
active candidate for Presiden~ and has the backing of tne Vi ce-
Presi dent. " 

• • • • • * * • • * 

May 26 . 193 7. 

Wh I bud lunch wit h t he Presi dent Yonday, in t alking 
en I ed three vacanc i es• . I asked hil:a, 

a bout the Court he said, " ne " d he said • It does not 
n Through res i gnation or L~~slat;~~ t~ough Legi~lat1on . • This 
mo.tter much which but I "0 . 0 pre d to me that if be got 
i s the first t i me t hat he nas~~mf~iehis so-called Court Plen die. 
s ufficient resignations be wo 
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IU !U! H.ti 11. l1. 1!. 

To: Seeretar:y Uoreenthau 

At your direction the follo•int peraona are ~rticipating 
with me in a atudy of the proposed legialation for low-coat 
housing and alum clearance: l.!att llaiger , John Iblder, 
Clarence Opper and lleale;y Lindow. We ban called llr. Gra;y and 
llr. J'ole;y , ot the P 1 .t. Houa1ng Divilion, tor in!ol"l:lation and 
consultation in thia connection aleo. 

!eginniJIC tbh ::10rning we are undertaking to confer 
during tbh weelt w1 th a a IINlf as practieabl~ ot the oftlciala 
of atate and cit;y houaing anthoritiea for the apecific purpoae 
of aacertai.ning troc them whether the authoritiu the;y repreaent 
would be able lecally and otherw1oe to initiate houaing projecta 
if Federal aid to euch proJectt were limited ae indicated on 
the formula which the Preaident recently banded t o :you. 

The persona to be interviewed tor the purooae indicated 
are aa follon: 

lllealcer llarquehe, 
Better Houai114 Le.,;ue, 
Cincinnati, Ohio. 

Uilee R. J'~iabie, 
Uunicipsl lfoualng Author! ty, 

Schenec tad:y, llew York . 

Colemen Woodbur:y, Director, 
Wat•l • .t.aa•n. of Houoing, 
~nieago, 1111noia. 

P. L. Strait, 
Y~town lletro'OOUtan 
Houaing .Authority, 

Younga town, Ohi o. 

Har17 L. I••tt...,, 
wew Jerae;y State Houai.ng, 

lJew&rk ' ll. J. 

John Carroll , 
llaaa. State :Board of HOUI1JOC, 

Boeton, l.!a••· 
J'rodarick L. .t.ckenoe.n, 
Architect, 

Uew York 01ty. 

Erneat J . llohn, 
Cleveland Uetropolitan 
Houa1ng Authorit)', 
Cleveland, Ohio. 

Dr. Xenneth P. Yinael , 
Louiavtlle .t.dvilol7 Cocnittee 
on l!oullac, 
Louiaville, XentuckT· 
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Serge 1 liT. Grim, 
Syracuee Houatng Authority, 

Syracuee, l\Tew Torlc. 

'l.'heodore !. llcCroelce:r, 
Vunicipal Bouaing Authority 
o! the 01 t:r of Tonkere, 
ToDkere, Uew York. 

IIeBe 71101 cl.l 
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B.H.Jr: 

Operator: 

H,U.Jr; 

Eccles : 

H.LI.Jr: 

B: 

H.U.Jr: 

E: 

H.II.Jr: 

E: 

!.loi.Jr: 

E: 

Bl 

H. K.Jr: 

I 

Hello 

Chairman Eccles. 

Hello 

Hello . 

May U, 1937. 
&159 p.a • . 

• 

We got a good bond - ah - note - what do you 
cUl it - bill rate, didn t t we? 

Ah - I 1ve just been in a meeting since - ah •••••• 

Well they just brought it in • ••• • • • • • 

•••• •• • and I haven't seen it. 

•••••• and- ah- ll5 days- this is the New 
York is .435 and against last week in New York 
.48 and the 273 is . 617 as against • ••• • • 

. 617 as against . 68 last week. 

That ' s right, 

I talked to George Harrison about 12:30 and 
asked h1lll what the market looked like and he 
said the dealers were pretty well cleaned up 
except the Discount Corporation had held - ah -
ah - over some bills because they wanted to -
ah - try to create a market tor thea and bue 
thea in inventory continuously rather than 
get in the habit of - ah - or having to get 
their shelves cleaned up each week. 

Well they'll make IIIOiley on it. 

Of course, they will and he said that it looked 
like - ah - the market tor bills - it was biB 
impression that they were going to get in better 
bids to-daY than they' ve bad before. 

Good· 
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.• 
And I think t he country as a whole - I think they're 
going to find 1110re banks throughout the countey -
ah - ah - collling into the bi ll market. 

Yes. 

Ah - I was Just 1n a meeting with the Board - Just 
an 1ntoraal - ah - meeting that we had - ah - discussing 
the whole question ot Open Market as a Board rather 
than as an Executive Committee •• • • •••• 

Yes. 

• ••• .• • ab- the idea being that what we should try 
to do is to - is to create a r eal bill market here -
that the Bank of England, of course, can buy bills 
directl:r and then they buy these bills and they sell 
them to the market and - based upon the funds available • • 

Yes • 

•••••• and I was teying to devise a scheme here where 
the Reserve System could stand ready to fix - fix 
rates - in other words, on government bills • •••• • 

Yes • 

•• •• • ah- for Kember Banks Just l ike they do on 
Bankers ' acceptances - Bankers' acceptances 1n the 
twenty - there was a lot ot them held by the banks 
and the Reserve Syste11 bought !rom the banks and they 
stand ready to-day to pay Banker s' acceptances at 
a r ate of one half, you see? 

Yes . 

Now our 1110ney market t o- day is the government 
bill market • ••• • • • 

Yes . 
and I - I ta just teying to see 1t we can 

i;jill,- dense some aethod -.hereby the Reserve 
Systea of each of the Reserve Banks stand read7 
to take f rom their Jleaber Banks govel'IIINIIIt billa 
at lower than these regular - l ower than the 
discount r ates, ;rou see, that we IlSke tor co.-
aercial paper. 

Yea • 
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E: 
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E: 
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E: 

a.w.Jr: 
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Ah - and - and we won•t have to tuss each 
week then as an Open Market operat i on but the 
Member Bank itself would be in a position _ if 
it should have to lose deposits - they should be 
transferred from one part of the country to the 
other - ah - where they could merely sell bills 
to the Reserve Bank, you see, and in that case 
they would be willing to run much closer and be 
willing to invest their surplus funds in bills and 
it would creat e, it seems to me, a better bill 
market. We were just discussing that •••••• • 

Yes, well it sounds very interesting • 

• • •• •• • ah- some means of getting it as a con­
tinuous operating process so we don ' t have tp be 
worrying and fussing about it, you see? 

Yes. Now you know this morning wben I r ead that 
Wood letter to you I was under t he distinct im­
pression that that was a paper that came out of 
Washington; I didn' t realize that it came out of 
Chicago and, or course, they're two entirely 
separ ate t hings so or • • ••• ••• 

Yes, well I was pretty much upset this morning - I -
I - I - I didn' t know what you were t alki.ng about. 

Well I read the things three times and they bad 
all these fancy titles in there and I didn't realize 
that they bad exactly the same thing i n Chicago 
that they bad in Washington here. 

Well each of these Reserve Banks • • ••• • • 

Yes . 
_ ah _ ab - an Economist. They - they -

~r·~~~::: we can't stop them; they' ve got a 
perfect right I suppose •• •••• . • 

Oh sure. 

•••• •• and it's a good thing foruthf: ~~wh;~;k 
someone ther;illior i~~~~:y'v~ got quite a big 
they've got ams bas got a much smaller 
dirlsion up there. C~ic~s _ some of the smaller 
one; some of the littti ~ly nothing but 1n Chicago, 
bankS have got prac c 
Wood, who i s on that board • • • ••• • ••• 

Yes. 
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•••••••• has asked that Division I think 
him information t o make this st~dy. ' 

Yes . 

to give 

I knew t hat that ' s 'llhy they did it. I t hink tb 
initiated it and then thq'n lllllde that stud.y an~ 
have apparently sent it over here to the Division 
to - ab - to see what criticism or comment they ' d 
make on i t . 

Well -
• here, 

Well the Division OYer /as a matter of routine had­
had merely .made some comment or criticism and i 
didn't know a damn thing about it until I got 
Wood' s let ter . Wood wrote me a letter •••• • • 

Be sent me a copy of it. 

.. .. .. which - and - ah - ah - end - ah - ab - 1n - 1n -
1n - 1n - 1n rq reply to Wood 1 I refused to comment; 
I didn' t- I didn' t •••• •• • • • 

Well the two things - I mean - I mean what upset 
me was the thought that a thing like that would go 
out of Washington without doing us the courtesy of 
showing it to Wood anymore than I 1 d write - ah -
something on - ah - excess reserves and send it Ou.t 
without f irst showing i t to you, see? 

Well, of course, I wouldn't blame you under those 
circumst ances . We - we wouldn ' t do anything like 
that . 
I wae'lwrong because I thought that it came out of 
Washi ngton, you see, and I couldn't understand it 
and - ah- ah- that ' s that anyway. 

Well here ' s the- her e ' s the •••••• 

•ow tomorrow, 1t you•re free, I 1d love t o have you 
come over at one o'clock and let1 s have another 
heart t o heart talk. 

Well I ' ll be - I ' ll - I think we should- I - I -
because I ' ve been a little upset here and I don' t -
it isn' t. 

Well that ' s no reason • • •• • • ••• 

• 
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You and I have got to - we1ve got to have mutual 
confidence - ah - hell - we - I get so upset I 
just can' t fUnction, 

Well I -I - that's the last thing 1n the world 
I want to happen to you or even be partly r esponsi ­
ble for . 

(Laughs) Now this is the letter I wrote to Woods . 
I said, "The comments in your letter of Kay 14th 
with reference to the inflow of gold are particularly 
interesting and I hope I may have an opportunity to 
talk over this large and complex problem with you 
some t i me when you cos e do1111 to Washington. I shall 
not venture to go into the matter 1n the space of 
a letter but I want you to know that I appreciate 
having your views and, even though we may not 
always see eye to eye I am glad to get your slant 
on these mutual problems• . Now I couldn' t have 
said much less. •With kind regards•. Now tbat •s -
I just passed it off that way. 

Wel l of course, t he thing that I suggest i s that 
theyfre lots of people that want to make trouble 
between us. 

Vlell they ' ll always be t hat and the main thing we've 
got to cl4 is to - ah - if we bear anything about each 
other - i f we have occasion to believe it, by gosh 
i s to - ah - is to - ah • •••• • • 

Talk it out. 

Is to talk it out before coDling to opinions or con­
clusions and I think i f we do that they' re not goinc 
to get very tar at creating a breach. 

Thatt s right. 

Well I ' ll be glad to come over tomorrow at one then, 
eh? 

You come alone. 

Yes, all right, I will. 

O.K.. 

Goodbye. 
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