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l81l8 p. m. 
//: I :J 

These go through m;y switchboard. 

Vlell mine i s all right, I don ' t !mow how yours 
i s. 

(Laughs) \'/ell I imagine i t is but it ' s all r i ght 
the.n. 

Yes. 

. 4 

Well supposing I call you back in ten minutes, bub? 

Well I ' ll have people here and then you' ve got some­
body w1 tb you. 

Yes. 

Oh. 

How would that be. Well you give me the time . 
I have a message that I 1ve got to deli ver to you 
and I want to deliver it ver y quietly. 

Well I ' 11 tell you - I 1 ve got people coming in 
here at 11: 30. 

Yes, well 1 111 get it to you before then. 

O. K. 

11111 that be all right? 

Sure. 

Al.l right, Henry. 

Regraded Unclassified



.... -
. 5 

GROUP llEETIBG September 27, 1937 
11: 30 a .m. 

Present: 

Roche: 

H.M.Jr: 

Gaston: 

H.!A.Jr: 

Gaston: 

H.li.Jr: 

Gast on: 

H. !i.Jr: 

lir . llagill 
¥r . Olipnant 
Mr. Gaston 
Mr . Haas 
lliss Roche 
llr. Lochhead 
Mr . Thompson 

Good morning, Mr . Secretary . . . 
... .r.· == -~ How do you uo . - - - -

Herbert, read this thing over about this fella. f rom 
Minnesota . I don't know, they s ay he's been with 
Regional Agricultural Credit Corporation for the past 
two years . Before I appoint another Collector of 
Internal Revenue fr-om Minnesota , I'd li!fe to get a 
good one. I don ' t know - you see, they re in a great 
hurry . You might ask Bill Myers about it . Two years 
with the R.A. C, C. In that one they don't say - they 
just give such cold f acts - i t doesn ' t look as if • • • 
Anyway, Mr . Farley i s in a great hurry; he says we ought 
to appoint him before the Presi dent comes back through 
Minnesota, 

One of my friends from Minneapolis sent me a copy 
of a letter that ne wrote to Farley and a copy of a 
l et ter from Farley i n which Fa rley just thanked h1lll 
for making the suggestion for a man, but he already 
bad a good man picked out. 

Well, he says this is not a - what ' s the beer man? 

Br emer . 

This is not a Bremer man. Anyway, if I could 
have something on it this afternoon. 

Yes . 

If not this a f t ernoon - well , I t old Jim I 1d try t o 
clear i t today . 
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Uh-huh. 

See? I f you can't call up Floyd- what's his name? -
any more and ask him ••.• 

Olson. 

Yes . 

I have nothing in particular. I'd like to go on 
with our discussi ons whenever you're ready . 

Well ••• • 

Not today. 

No, I don' t -I want to be very frank with you. I've 
got to see Jesse Jones, Wallace,· and Ickes this week 
in regard to this year ' s budget. And then I ' ve got 
each time to prepare mwself, because, With the excep­
tion of Danny Bell, who has it in his head, nobody can 
give the stuff to me . 

For instance , Jones Just called me up and said, "What' s 
the method of getting the P. 'N.A. money back i nto the 
Tr easury?" Be says, "Am I right that if I turn the 
money over to you it stays ther e definitel~" Be 
says, "I think so ." So I Just had Eddie Bartelt in 
and be sai d be never beard of it. I t old him to give 
me an answer by 2: 30. Ber~an, I wish you' d look it 
up - for instance, if I ckes bas ten million dollars 
worth of securities for a community, be turns those 
over to Jones, Jones sells them and gives the money 
back to Ickes; but if Jones should give me that money, 
that sterilizes it forever . And that 's what Jones 
thinks and I think . But I want a definite clean-cut 
opinion on that . Do I make -rself clear? Now, Bartelt 
bad never heard of it . And we ' re meeting on i t again 
at 2: 30, see? 

( Nods yes) 

So that ' s the situation. ~nd it's -frankly, unless 
I ' ve got a chance of saving by approaching this thing 
in a di fferent way, I•ve got a chance of saving several 
hundred million dollars on the revolving funds . And 
I want i t ready when the President comes back, and I 
don't know anything more i mportant than that . And 
nobody ' s doing anything about it . I can't find, talk­
ing very confidentially, for instance, that anybody is 

. 6 
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Magill: 
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doing - for instance, Agri culture is given so 
much money; are they spending per month one­
twelfth of the allotment, taking care of the 
seasonal vari ation? I mean that they ' d spend 
more one t ime or year than another. Will t hey 
use up all or won ' t they? I mean I can' t get the 
f eeling that once the money i s allotted there is 
any control anywhere . 

Now, do you (Thompson) for instance know, has 
anybody ever checked up on the Treasury? Are you 
spending all your money? Does anybody ever check 
up on us? 

Well, the Bureau of the Budget keeps a check. 

Each month? 

Yes, they approve the apportionments and they get 
the regular reports . 

Do they ever tell us we ' re spending too much? 

No . I f we spend over the allotment, over the 
apportionment, we generally put in a request for a 
waiver of t he apportionment and a reallotment of 
f unds. It is usually granted; not much check-up . 

, 7 

Well , i t may be bei ng done, but - I don't want to 
criti cize tnem - but I jus t can' t find it: the 
central nerve center tha t is watching this thing. 
The particular thing that I am working on is now; 
next year's thin& will come 1n a couple weeks, but • ••• 

The really only effective control i s the setting up 
of reserves such as the recent 10% reserve applying 
to this year' s appropriations- Budget control . 

I imagine it's all i n Dan's hands. But I'll put it 
t his way: just as soon a s I get a br eathing spell, 
but I - I really don ' t se e tha t I can do much more 
this week . 

Well, t hat ' s entirely s a tisf actory from my point of 
view. I can go r i ght ahead, or course, until such a 
time a s you're ready . 
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I don't see why you can•t. 

There ar e several maJor i ssues we ought to discuas, 
but we don' t have to discwss them this week. 

8 

.H. rJ . Jr: Well, if I get a chance, but - let's see - the secret 
confidential figures tor this year, I thi.nk, exclusive 
of definite - we 1re in the hole 471 million dollars. 
Now, I'm trying to pick up 400 mi llion dollars . I'll 
know more this afternoon. Ny God, if I could do that 
t his week and then have it ready for the President 
next week, wha t can I do that is any more important? 
And not a dollar out of relief, Miss Roche - not a 
dollar out ·of relief. And I•ve got my own secret 

. figures !or next year 1 s budget too - I did that over 
the week-end - on expenditures , not on reeel~ts. 

So I Just wanted to tell you what I•m working on. 
I don' t know how I can s pend my time any more 
prof itably. And Jones is in the most cooperative 
mood . !lost cooperative. Now, I may be kidding 
myself on this other thing; maybe the money has all 
been allocated; but I'll know within a day or two. 
And it gets just down to the two places: P.W.A. and 
R. F. C. 

Uagill: That ' s all. 

B. ll.Jr : Family all O.K. ? 

llagill: Fine, yes. 

B. Y. Jr: Good . 

Oliphant: Nothing from my shop to report . In going over those 
mimeographed sheets you gave us the other day •••• 

R.U .Jr: What? 

Oli phant: I s ay, in going over those mimeographed sheets , or 
photostated sheets, that last sheet contained the 
list or the wholly-owned or partl y-owned government 
agencies •• •• 

H. U.Jr: Yes. 

Oliphant: And it looked t o me, in ddacusaing i~ with the two 
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men that worked with me •••• 

Little louder . 

It looked to me, in discussing it with the two men 
t .b.at worked wit.a me on it, tha t al.most any of those 
were very promising if you were interested in reducing 
the Government' s participati on, but each one of them 
would be a study in itself. For instance, you men­
tioned Export-Import, I think, to Wayne Taylor. 

Yes. 

I'm not sure but what something could be done on 
F.D. I.C. and others . But each one would be an inde­
pendent study. 

Well, what Ne need here very badly is somebody 
having a real - I mean a really experienced business 
man who will take - for ins t ance, t he one which has 
been l ying on our doors tep here for three months is 
Home Owners Loan and Feder al Housing; it would take 
some v ery able business man a three months 1 study 
Jus t to study those two organiza tions . But we Just 
ha ven' t go t t he manpower to do it. Vlayne can' t do it, 
because he's got more t han he can tend to now. And it 
was suggested to me tha t I might - there ' s a chance or 
getting General Woods down; I bear be ' s through. Now, 
i f a man like that would come down, I'd say , "All 
right, now, you take these two organizations, t ake 
three months; we ' ll give you wha t staff you need. 
At the end of three months, tell me who' s r i ght, 
who ' s wrong . Got to lis ten to Fahey a nd Stewart 
McDonald. Buy yourselves six pairs of trousers and 
a couple of chairs and go to it. And a sofa . " But 
I mean it ' s that kind of thing which none of us have 
time to do and nobody in the Government is doing. 

I just wondered ~nether from tha t staff - whether the 
request t ha t is on its way througa for more money from 
Home Owners Loan has been canvassed. 

Ylell, on the nelCt year ' s budget - nothing ha s Jelled 
on thut yet. And the President told me t ha t he per­
sonally expects to sit on next year's budget. Himself. 
But what I em concentra~ing ~n right now is this fiscal 
year . 
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That ' s a request for the Treasury to allocate more 
funds to Home Owners Loan. 

Oh. But I Just think this legal end is comiD& up 
at 2: 30 - s everal legal points . I'd like to have 
you here at ~: )O,if you will . 

10 

All right • . Then, I ' d like to Just ma.ke t ha t answer 
on that . That is, a sort of s eparate study of each 
one of those items - I t bini!: o separate study of each 
one of those items would yield a gr eat deal . 

Why don ' t you put that in the form of a memorandum: 
t hat you think e ach one should be studied, and then 
the question as to where we will get the man to s tudy 
it. I wouldn' t start your shop on that, but I don' t 
want . .•.. 

You asked tne other morning for a suggestion. 

But if you can - I don ' t know whether you can or 
not - give me a legal explanati on of Just how t his 
r evolving fund money of P . 'II . A. comes to us . 

Oh yes, I 1ll get that. 

I would like a legal explanation of t hat: how we 
can ster ilize P. 'If . A. fund money i .n the Gene.ral 
fund · I think we can do it. 

By the way, before I go by you (Magill) , how did 
you and Sir Frederick get along? 

Oh, very well . I •ve got a memorandum of the conference 
that Butterworth prepared. Be in to you some time today . 
But he wound up on this question of treaties between the 
di .ffer ent countries for exchange of ' tax information 
just where we all supposed he would, namely, that Great 
Britain wasn't going to do aey such th.ing; that wasn't 
the practi ce . lneir whole practice was to keep their 
tax r eturns secret. They were not going t o g ive informa­
tion t o other countries no matter what the rest of the 
world di d . I think that was about the essence of it. 

On the "hot" money, I told him the situation and he had 
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substantially no comments . Very friendly ; asked 
us what we wanted him to do . I s aid that wasn ' t 
t he purpose of the conference; the purpose of t he 
conference was to give b.1ll information as to wba t 
steps we were taking. So be asked to see Ki ng when 
l(i ng goes over to the Geneva conference; or, rather, 
asked him to see - have King see r evenue officials 
over there. 

I might say, if you're going to t alk about creating 
a lot of excitement, it' s crea ted a lot of excit ement . 
It•s all right. 

Herbert? --
I don' t know of anything. They asked more questions 
about our negotiations with Grea t Britain about 
r eciprocal taxation t han aeything else over the 
week-end . I t old them ther e weren' t any negoti ations , 
just informal talks. 

If these r eport ers would use thei r beads instead of 
their ear s , they could probably wri te better stories . 

Is that all? 

That's all . 

George ••• 

Yes, sir • 

.a ere 1 s an art icle which I d idn' t know about. I • 11 
give it t o you. Following the fa i lure of the biggest 
Indi an conversion operation, amounting to 900, 000 
f lorins, Amsterdam and Rotterdam announced a J-l/2 
per cent conversion loan at par. Now, I never heard 
that 9001 000 was a failure; tha t ' s a lot of money, and 
I •d l ike t o know more about it. 

Yes , sir. 

Did you s end a boy up t o Detr oit? 

He got there Sunday night. Took a plane. 
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Good . 

And I• ve got a little informati on already over the 
telephone . Not from him, but some of the people 
in the automobile business that we know. 

Yes . 

That Chevrolet - well, the whole General Motors 
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and Chrysler ar~ sailing along very nicely, their 
dies and everything all i n shape, and they expect 
to be 1n production in about a week or ten days . Now we'll see how MurphY ' s stuff checks with that. 
Ford, however, is still working on his old model • .llnd these men - well, one was a Chrysler man, t he 
other is a General Motors man - they didn' t know -
Just knew that For d was wor king on the old model; didn't know when he was going into production. Now, 
maybe Henry can get some more information on that. 

On tne other matters, they are moving along . On this general business situation, 1f I could have 
till tomorrow noon I could r eally do a real good Job, I think. 

Well, I•m not available before then anyway. 

O.K. 

lam meeting a t 2: 30 on this •• •• • 

I nad a meeting with my staff thi s morning, and I 
think I 1ve got that l ined up fairly well. It's a 
question of getting the evidence accumulated, getting 
it written up, and so on. 

I want you here at 2: 30. 

All r ight. 

(To Thompson) Tell Eddie Bartelt I want him at 2:30, 
to make sure, and 14r. Bailey, Acting Director of the 
Budget . 2:30, please . 

Al l right, O.K.? 

I 

~ 

\ 
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O.K. 

On this other thing, you want it at 2 o ' c~ock, don't you - on the revo~ving fund? 
21.30. 

2 : .30? 

13 

2:30. I'd like you to be here if you could. ~ lot of this stuff gets do1m to drawing up something tor toe President to sign. I mean this saying so doesn ' t seem to mean much, but i f we actusl~ get him to sign something, it might mean something . 
Yes. 

lfills Roche? 

Nothing this morning. 

Could you stay a minute? 

Yes. I have something I'd like • •• •• 
The market seemed to flatten out after the first hour , I don't think they're going anywhere in partic~ar. 
You 1re working on that Japanese loan? 
Put the call through. Haven' t got a report yet. 
~e ought to know that. I mean if they ' re shipping to England, we ought to know that. 

Yes, we ought to. It seems to me aQYWay that if the Japanese have been notifying us when they made the shipaents, they should do toe same thing - they ' d have to know from a voluntary viewpoint. In other words, I don' t think the statistics will show up until i t arrives. 

You tell Knoke tbe next time the J aps coae in and want to notify us that they ' re going to send us some gold, I think tell me and I want to see those babies . 
You mean you want them to oome down? 
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H.U.Jr: Well , I want to see - whether it' s the Eabassy 
people or their Finance Commission - but the next 
time they 'Nalk in and say they ' re shipping us five 
mill i on, I want to see them. 

Lochhead: They 1 re simply sending a letter in. 

B. ll .Jr : But I still go back to their state.ment when they 
said they were only going to give us 150. 

Lochhead: Well, they r evise upward every time. 

B.ll .Jr: Well, I'd Just like to - I've got a perfect right 
to ask them - I •d like to know. Didn' t they say 150? 

Lochhead: That was the total . 

H. Y. Jr: Yes . 

Lochhead: At one t ime they said 150, and then when they brought 
in a shipment they ,didn't say much of a~thing except 
that they needed the balances. 

H.M, Jr: Well, I've got to adJust my borrowing, I ' ve got to 
know. 

Lochhead: 

ThoMpson: 

H.r.I.Jrl 

Thompson: 

H. ti . Jr: 

Thompson: 

H. II.Jr: 

Gaston: 

Chinese drawing out any more money? 

No. They took out that five million dollars they 
notified they would, but nothing more. 

Yr. ~cReynolds phoned from Jacksonvi~le Saturday that 
he was leavi.ng last night. 

~id he go to Jacksonville? 

He went to St . Petersburg . 

I hope he and Bell didn't go to the same place . 

He said Bell was with him at Jacksonville; t hey met 
there . 

I knew that would happen. 

Sho~d have been positive orders that they were not 
to see each other . 
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WA&t? 

You should have ordered thea not to aee each other. 

I got a note fro• Frank Dietrich; be said tbat at 
lliami Beach he went to the Coast Guard station and 
found them there one morDiD&. 
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Bell and llac are taking sort of a "postman's holida7" -
they're spending their vacation together . 

Regraded Unclassified



PARAPIIRAU Or TILiliiWI 811! 

!0: Alle:rioa •bae8)', Parh, J'ranoe 

D.t.!K; lept:•ber a•. 1937, DOOil 

Jo., !103 

COJriml'l'UL. 

J'Ol\ COOBJIAI JROK SKORft.lRT llCitGDfJWJ. 

We haTe deo1de4 to 0111t tr011 t:he aeeaace t:o llr. 

16 
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Bello 

Bello 

September 27, 1937. 
letiloe p.m • ... J, a 4. 

/ i 1a 

~nere are yo~, Steve? 

I•m in New York. 

Oh. Well I mean where am I t alking .to you? 

At the Hotel Astor. 

Where? 

At the Hotel Astor. 

Oh gosh, I can•t talk to you there . 

Bello 

Where can you go - are you talki ng through the 
hotel sWitchboard? 

Yes . 

tlell you better get to a pay station and call 
me right away. 

All right. 

What are you doing at the Hotel Astor? 

I was just staying over the week-end. I came up -
I •ll tell you about it when I see you. Ah - it ' s 
pretty public here . 

For what? 

Ah - well there•s a fellow coming 1n to-day on 
this beer.tb1ng • ••••. 

On the 'l'lhat thing? 

On the t~er tax that claim - these breweries claim 
t hat Farley and Frank Walker promised that - ah -
there would be a refund on it, see? 

Oh well that •s a ••• ••••• 
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I told them - I 1ve got a copy of the law. 

That• s an old story. -What? 

Ah - we can•t give them any ref'ulld. 

18 

Oh well my God - I 1 ve heard . that thini - I ' ve handled 
that thing- I mean- right here ' s where I need you. 

What' s that? 

I need you - I mean you're never here whenever I 
want you. I mean - last week - I don ' t know where 
you were last week. 

Last week? 

Well anyway, will you please get to a pay station 
and call me. 

The only time I was away last week was at the Coast 
Guard graduation. 

I know - I know. 

Huh? 

Ylill you call me at District 2626. 

What's that? 

District 2626. 

2626. 

Collect . 

Yes sir . 

And get to a pay station because this is something 
you 1 Te got to handle right away. 

O.K. goodbye . 
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Yes . 

September 27, 19~7. 
12119 p.m. 

Are you on a pay station there? 

Yep - yep. 

Well our friend Joe ••• ••••• • 

Who? 

Joe . 

Yes. 

. •.•.. called me .. . ••. 

Yep. 

•• •• . • and- it' s about what Jilllllly called him. 

Ah - JillllllY called Joe 

Yes . 

Yes. 

And they wanted to send a fellow by the name of 
Tom Woodward down on a special boat . 

Yes , I know - I turned that down. 

Well -

19 

Ah - they want a special coast guard boat to get 
out there and contact this fellow before the - ab -
it comes out in the newspapers . 

Ri ght . Now I ' d told him that you' d spoken to me 
about it and that there were two other people that 
wanted to go down - I don•t think that their name 
was Woodward, see? 

Ah - his brother- in-law is one of them. 
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Well any way I couldn' t tell him and I told -
I told Kennedy why I thought it was a mistake, 
especially in view of our public announcement 
and I thought it would be harmful to the Presi­
dent. 

Well I think it would be a terrible thin& . 

~d when I got through - ah - Joe said he agreed 
with me and he thought my judgment was right and 
that the other people were wrong . 

Yes. 

Now he wanted to know who those other two people 
were; I said I couldn't tell him but I'd call you 
up and that you would call him directly. 

Yep - yep. 

Now if you' 11 wait a minute I' 11 try to get my 
operator to put you through to Joe, see? 

Yes. I don•t know the other fellow's name; one 
is his brother-in-law and the other fel~ think 
was on the- ah •• ••••• 

20 

Well now l et's have a clear cut understanding that 
unless I personally approve it t here shant be 
more than this one usual cutter and nothing extra -
taking the man off or anythi ng else. 

If he wants to come back on the cutter that goes 
down with the Health Officers and all that sort of 
thing • • ....• 

You'd better talk it over with me first . 

Yes, I don't even - ah - I talked to Barry Durning . 
He would have done it and com 1n ,here • Be1 s 
coming here to New York, you know. 

Yes. 

And Harry said that he thought that he'd just let 
the newspapermen go down there and ·- he doesn ' t have 
to t al k to them if he doesn ' t want to. 

No. 
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If we t re going to take him off one side of the 
ship while they come in on the other you ' re going 
to have yourself 1n a jam 1n my opinion. 

21 

Well don't- please don ' t make any arrangements •• • • •• 
Yes. 

•• ••••• Without discussing it With me. 

O.K. 

And when will you be beck? 

Oh r"t 11 be back tomorrow morning . This thing 
doesn ' t happen until Wednesday . 

I lmow. 

Your three minutes are up. 

All right . 

Ylell didn't you reverse the charges? 

No I - ah - I thought it would take too long . 

Well now Just a minute - don 1 t you - do you want 
call Joe up or go through my switchboard? 

I can call Joe - ah - direct from here. 

All right . On that other t hing that you ' re talking -
Frank Wal ker was in here and t alked to me about 
that himself . 

I lmow and blaming you for it and I want to put 
them- ah - right where thet belong and I ' ll t ell 
you about i t - I didn't want b annoy you with it 
but I 1m meeting with Dutchlllan up here to-day whose 
head of a brewery 1n Milwaukee •• ••••.• 

Yes • 

• • • • . • and bets a friend of - ah - Walter Cummings 
too. 

Sure .. . • .• 
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But they think that you can do this without -
just by the scratch of a pen- wby it's right 
in the law that you couldn't do it if you did -
if you wanted to. 
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I've been in to it twice; Wal.ter CUmmings has 
tal.ked to me about and Frank Wal.ker bas talked ••• •• 

Well they seem to think it's a regulation and 
that - stead of that apparently they never got 
the idea that it's the law, see? 

Well -

I've talked to Graves about it; I've tal.ked to 
Berkshire; I ' ve tal.ked to Guy Belvering - ah -
Jim Farley said, n\'fell. for God• s sake, won• t you 
please get somebody to straighten them out on 
this•. I said, "All. right•. I - ab - now wben 
did you look for me before - the only time I 1ve 
been away- ah - • . . . .. 

Well the other- last week something broke here • • • •• • 

Well I was up at the - ah - I know what it was -the -

It was on llonday. 

Yes, about that fell.ow Oliphant wanted to put on? 

That ' s right. 

Well I was up at the Coast Guard; I couldn't 
avoid that. 

No, that ' s right- that's right. 

But I haven't been away -

O.K. , all. right . 
• 

And I thought I was doing you a service by 
coming up here to-day. 

Al.l right, well the pressure is pretty hard 
do1m here. 
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All right, now I 1ll get ahold of Joe right away. 

AU right. 
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a..t I - I reauy - I think you ' d be goinc oYer board 
if you - ah - I think you'd be putting the President 
1n a bad spot. 

Wel l I don•t count - it•s the President . I'd 
certainly put him in a bad spot. 

Yes . 

All right, Steve. 

O.K. I 1ll talk to Joe and I ·won't do a thine 
without consultinc with you. 

Thank you. 

O.K. 
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(Yr. ~uldo or Whirligig) 

Bello 

Mr. Waldo . Go ahead. 

Bello 

Hello 

ll.r . Waldo . 

Yes. 

Henry Morgenthau, Jr. 

Yes, how do you do. 

September 27, 1~7. 
12: 25 p.a. 

All right, than.k you. !.!r. Waldo I t m calling you up about st atements on a pi nk sheet of September 27th and September 28th written by J ames MciiUllen in r egard to myself. I don't know whether you've seen it or not. 

No, I've been away. 

Vlell may I r ead it to you? 
Yes , please . 

24 

It says here - "New York Editorial Information -Pressure". Then it starts, "Exceptionally informed sources report that B. Morgenthau, Sr., has been privately urging his son to resign as Secretary of the Treasury. The elder Korgenthau is understood to believe that there is serious economic trouble brewing. Naturally he would not wish to have his son in the position where he would have to t ake the rap tor it.• 

•Mr. Morgenthau, Sr. , has a reputation in financial quarter s for shrewd judgment in sensing storms ahead. Be has weathered depressions a great deal better than mos t men of wealth. He has not been happy about certain of Mr. Roosevelt ' s policies for some time past. 
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•The Black situation may also have a considerable 
bearing on Mr. Morgenthau, Jr•s., fUture r elati ons 
with the President. Intrusion of the Kl.o.n motives 
won't help matters any. Jewish leaders generally 
are taking it much more seriously than they are 
letting on publicly . It i s not far fetched to 
anticipate that the Treasury Secretary may find 
himself subjected to considerable back-stage 
pressure to sever connections ~~th the Administration• . 

Now get this next t hine and get the hook-up between 
what went first and what comes now. 

"Advice• at the heading . 
"l'lhen H.M.Jr. was named to the Treasury post many 
New Yorkers predicted that he would be a collosal 
flop; his co-religioni sts in banking cir cles were 
especially shocked that a man with such slight 
financial back- ground should be given such vast 
r esponsibility. 

"They also realized t hat it would, to some extent , 
relect a on them if he didn ' t make 
good . Eager to prevent this unfortunate reaction 
they determined to help him al l they could. As a 
resul t, few Secretaries of the Treasury have had 
the benefit of so much expert and genuinely dis­
interested advice. This i s one of the main reasons 
why he 1 s h:mdled his job so much better than was 
gener ally expected" . 

!~ow I ask you. 

\'/ell - ah - what - ah - ah - what would you like 
to have us do on that? 

Wel l - what i s your reaction to it? Now you - you 
go around - in the first pl ace - ah - you mee t a 
lot of my Jewish acquai nt ances end have you ever 
heard of one of the~ that ' s ever lifted his little 
f ineer for me? 

Ah - well yes, I co.n say there- there' s been the 
most amazing change in the last three years - for 
about several year s that I ' ve ever kno~n in 
connection with any public man . 
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Wel l I •..•. .... 

You may not know that. 

'1ell I don 1 t know it because I 1 ve scrupulously 
kept away ~rom them and none of them ever approached 
me • ••••••• 

Ah - the - ah •• ••• 

••••• and I t m not in contact with any of them. 

The - ah - I think you- do you-recall an incident 
that I told you about in connecti on with the 
announcement of - ah - the - ah - appointment that 
took place at a private luncheon in New York? 

Yes - fairly vaguely, yes. 

Well you remember that •••••.• 

I remember your talk ••••. • .• 

Something of that kind to-day is even r emot ely 
in the - ah - conver sation or in any way 
of anybody knol'l!l to me . 

But ur. Waldo, you' r e a smart ~allow and this 
t hing - the only way I could interpr et it - to 
call a spade a spade - i s pr etty insidious 
anti- semetic propaganda . I mean •••• •• 

I can assure you that t here is nothing of the kind 
possible with that r ancor . 

l'lell -

!lothing possibl e or intended. 

11ell I didn 1 t interpret it that way but people 
around me did - they were simply shocked. 

Well that - that •s very amazi ng because it1 s not -
it did not, of cour se, strike me so when you read 
it nor could it be possible from that source for 
very personal reasons. 
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Well , i n the f irst place, the article i sn' t 
based on facts and I t ake it you ' re interest ed 
1n giving your people facts. 

(Short l augh) Frankly. 
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And I don 1 t know anything which could be more 
than 1~ wrong :>.nd - ah - taking this particular 
angle at this time I don't know any way that 
somebody wanted to do me an injury could find a 
more subtle way of doing it than doing it this way. 

Well that, of course, as you can imagine is 
regrettable to me as anything in the world could 
be . 

And -

Suppose - ah - I can - ah - get - ah - we• re 
putting out another one tomorrow you know. We 
can handle the thing then. Your idea i s to 
have it, as I get it, an entirely different point 
of view t aken . 

Well I wouldn' t know how to handle it. 

Well I - I 

I - I me>ln I 1o not very good at t his thing but -
I mean - in the first place - the part about =Y 
f ather, see? 

Yes . 

Be has never talked to me along those lines in 
any way whatsoever . 

I see- now •.... 

That's No. 1. 

Yes, t hank you. 

Ah - No. 2 - ah - f or your own information, you 
might be interested to know that my advice was 
asked about this Black business, see, and I sai d, 
•On account of my religion, I wished to keep 
completely out of it" and I kept entirely out of 
it officially or otherwise, s ee? 
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Well that I can• t use though . 

\that? 

That I mustn' t use? 

No. 

All right, but that ' s helpful. 

But I just wanted to give you the f acts. 

Yos, thank you. 
.. 

And - ah - and as t o any help or contact I ' d ~ 
like McDullen to n~me one single Jewish Banking 
House that 's ever t alked to me about Treasury 
bus iness - one. 

llell I ' 11 ask him to do that. 

I 1 d like to have him no.me one J ew1sh Banking 
!louse - there i s one - Solomon Brothers or Hutzler 
come down on - come down occasionally with the 
other three or four Di scount Houses, you see1 

Yes . 

But they ' re purely on i ssues, you see? 

Yes. 

I mean they ' r e so-called t he big five who have to 
do •vi th government bonds . 

Yes, of course. 

Solomon Brot hers ar e one of t hose . 

Yes • 

nnd on several occasions one of their partners, 
who i s a government bond expert, has come down 
just the way the people from the First National, 
the Di scount Corporation or any of t hose have, 
you see? But 1n th that exception that i s the only 
t!me t hut I ' ve ever had any contact or any advice ••.• 

28 
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That ' s purely formal. 

Pardon me? 

That ' s purely formal . That ' s purely a forTAal 
contact . 

Oh yes. 

Ex-officio . 

Oh yes - yes, but I mean I ' ve never had any advice 
or any help of any kind f rom them. I mean the 
infer ences, you see - these - here ' s t he inferences. 
Her e • s these Jewish bankers - they help me make good, 
see? !low - they - they ' re excited about this t hing 

so I 've got to pay ~ debt and they ' re going to 
bring pressure to me - on me and make me get out , see? 

Oh well, I see . 

See? Do you get it? 

No I didn • t but I do now. I get the point, yes . 

And al so that t he Jewish bankers are running the 
Treasury. 

I mean it •s the most insidious . 

Leave that to me, will you? 

Pardon me? 

Wel l I - I can have that - I didn ' t get that but 
you give me your points of view right along 
I ' m not getting them - and when I read i t agai n 
I \Till be guided by what you are telling me now. 

I mean I consider it the mos t insidious ant i -semetic 
line t hat 1 s been t akec since I • ve been in the 
Treasury. 
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Well I - I can•t tell you how far I ' d be willing 
i;o go from my lmowledge of the man in every wa:y 
and our organization in every wa:y that there is 
nothing of the kind intended though it ma:y have 
t hat appearance . It couldn't be intended. 

Well - ah . 

1'/e - we go the other dir ection. 

We 'll give him the benefit of t he doubt. 

Yes. 

Who sold him this - this bill of goods ? Where 
does this come from. 

Ab- that we have a record of in the office ••••• 

Sure. 

••••• and when I get back there- I shall be back 
t here on Thursda:y. 

Yes . 

In the meantime, I shall have the office on the 
telephone this afternoon . 

Yes. Well I felt t his way - I mean - I felt that 
if I presented the f acts to you calmly ••• • •• • 

Yes . 

. ... . that I 
individual, 
like this . 

couldn't imagine that you, as an 
woul d lmowi ngly be back of a thing 
I just couldn't imagine it . 

17ell - ah - not i ntentionally. 

Intentionally. 

Not intentionally . 

No, that ' s what I mean. 
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Aft er all, I have to run an organization and I 
have been out - covering a good deal of territor7. 

Oh I understand but I meant in view of our con­
versations we ' ve had over three or four years. 

Well you know that. 

Yes . 

There 1 s nothing of the ki.nd could be intended and 
you have given me some very startling light from 
the ot her side which I might have missed entirely 
had I r ead it to myself ••••• • •• 

Yes. 

•••• but cannot miss novr and shall act accordingly. 

Yes . 

I appreciate very much your giving me the benefit 
of this . It means a very great to me and I think 
you will find that the situation can be met satis­
factoril.y. 

Well I sincerely hope so . 

At my at tention. 

31 

And then just as soon as you do get this straightened 
out, I Wish you 1 d come down and I 1 d like to see you 
and I wish you ' d bring IJcMull en with you. 

I ' m •••• ..• 

Or else see you alone . 

I l d like to 
f acts . 

see you alone aft er - after I get the 

Vlell after you ' ve got them - ah - ah .. .... 
Would that be acceptable? 

lib -

Well let me - let me use my own judgment on it, 
will you? 
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Well I mean - I just - res . 

Let me use my judgment . 

I'll let you use your judgment . 

I 1 l l - and I shall be down- I don' t know that I 
can do it this week because they tell me there ' s 
a lot of work waiting for me ••• •• ••• 

Yes • 

• • • • • but if I got down next week? 

Any time - i f you can just give me a day or two 
notice, that ' s all. 

Thanks so much . 

And - ah • ••. 

That's all ~~d my very deev regrets . 

Thank you. 

Thanks . 

32 
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,RE ECONOKY PLANS Septeaber 27, 1937 
2:35 p.m. 

Present: 

B.!I. Jr: 

Bailey : 

I!.K. Jr: 

Lawton: 

Bartelt: 

B.J . Jr: 

Bailey: 

li.loi.Jr: 

.tlartelt: 

B.M. Jr: 

Bartelt: 

a .K.Jr: 

llr. Oliphant 
ll.r. Gaston 
l.lr . llaes 
ll.r . Bartelt 
llr. Bailey 
lo!r • ..,awton 

Do I know this gentleman? 

I brought Mr. Lawton along, llr . Secr etary. Be 
worked with ll.r. Bell on t he summation. 

Bow do you do. Know everybody else? 

I think so . 

Ur. Secretary, there is a transcript of my telephone 
conversation with ll.r . Mulligan. You may wish to read 
that. (Bands to Secretary) 

The way I 1d like to divide - as you told me, this is 
divided into two problems: one, the revolving fund, 
which you told me Bartelt bad; and then, the other thing, 
trying to make the publi c works stretch for 18 months 
instead of - so shall we do the - let 1s do the revolving 
fund first , bub? 

O.K. 

I ' ll get some of this junk out of my way . 

I•m going to read t his out loud, ll.r . Bartelt. Do 
you have any objection? 

No, s i r. 

To my reading this? 

No, sir. 

May I Jus t explain t o you so we can all travel together. 
llr, Jones asked whether he could come over and see me 
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to111orrow, and what be1 s try1.ng to do i s to tilld 
some way to g et the P.W.A. revolving fund into tbe 
Treasury. I n otBer words - this i s Just a guess -

34 

he figured, ·Nell 1!' he ' s got to do it, by God, he ' s got to see that fckes does it too . Which is beautiful, see? So »r. Jones is going to help a e find a way to 
get bold of this Ickes money, which means tbat Kr . Jones is going to play ball. Be' s figured that if 
he ' s going to play ball, be ' s going to see that Mr. Ickes plays ball. Which i s all to the good . I mea.n we ' re talking strictly in tbe fami ly. 

·~. Bartelt: I was Just aoNn with ~ Secretary of the Treasury and he told me that be is gbing to have a conference with Mr . Jones tomorrow. He wanted 
to know 1f you would have Mr . Jones bring wi th him commitments outstanding against your balances, In connection with tha t I would like to ask you a question or two. 

"You expect to make payments this year of about 
~400,000 , 000 and ~our receipts from figures we have are estimated at 550,000 , 000 , leaving net r eceipts over payments of 150, 000, 000 . 

"Wr . Mulligan: I am going over the thing again today 
and I ' ll be able to give you a better i dea of it then. That 'lias made sometime ago and I want to go over the figures before I say anything. 

·~ . Bartelt: Will Kr. Jones have that? 

"Mr . Mulligan: I don ' t know. If he wants it ha will . I'm going to s t art right now. 

"Kr . Bartelt: Will you have him bring it witb hl.m? 

"Another thing, Ur. Kulligan do you know of any way in which the Reconstruction hnance Corporation can 
turn tbe proceeds of its sales into the Treasury so as to avoi d respending the money by the Public Works 
Administration? 

"Mr . Mulligan: I don ' t know of any way. We can buy 
securities from them. 
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"llr. Bartelt: Do you know or all¥ way in which they 
would not be able to use the money? 

"Mr. Mulligan: I know or no way it could be done. 
We buy trom the Public Works Administration. We 
nave no contr ol over the money froa that point on. 
Mr . Claude Hamilton, the General Counsel, may be 
able to help you. 

•Kr. Bartelt: Nhen you sell those securities can the 
money be turned into the Tr easury? 

"Mr . Mull i gan: It is turned into the Treasury . 

"llr . Bartelt : It goes to your account? 

"llr . Mulligan: You get it all . The only difference 
is our debt to you. ilben we sell to t he Public Works 
Administration i t i ncreues our debt to you. 

"Yr . Bartelt : Would that be available for expenditure 
agai n? 

"Mr. Mulli gan: Under the original l aw we were 
authorized to buy from t he Public :1orks Adminis­
tration but not over $250, 000, 000 . This was later 
increased to $50J,ooo,ooo. Beyond that we can' t go . 

•ur. Bartelt: When you buy the securities from I ckes 
you give b1m a check and when you sell t he securi ties 
you deposit that in the Treasury . I was wondering if 
ther e was some s tep in there that I had overlooked. 

•Mr. Mulligan: I don't think so. You seem to have a 
good i dea of the thing. 

"Mr. Bartelt: The Secretary would like for Mr . Jones 
to bring those figures . • 

Who's General Counsel Bam~lton? 

35 

R. F. C. General Counsel. But I wasn't able to get him. 

Oh , I see. 

I 1m still not conVinced. There's some intermediate 
step in there, by God, that when the money - I know 
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it - that when the money once gets into the 
Treasury General Fund, Ickes can' t reloan it. 
There's some catch in it. Have you (Oliphant) 
bad a chance to look at it? 

I 1 ve bad a chance to look e t it, and I 1 ve got a 
tentative conclusion, but it needs a little study 
to be sure. So this is going to be a horseback 
opinion. 

I 1 ll take it on horseback; I' ll .receive i t on 
horseback. 

The thing to do is divide carefully two situa tions: 
First, Jones has not yet bought his securities; end 
second, Jones bas bought his securities . 

Both those conditions exist. 

Now, those tNo different pr oblems, see? Now , it' s 
ID¥' ••• 0 ••• 

36 

Now just a second . Can you hold it right there? 
You (Bartelt) gave me those f i gures . Jones has got 
what - 80 million, and there ' s still 120 mill i on to go? 

125 million, I think, he ' s agreed to take. 

Well, any•Ray, I won't confuse you by getting •••• 
Go s head . Jus t theoretical. 

Well , it is my horseback opinion that if Jones has 
not yet bought the securities and the President told 
him not to buy them and be deci ded not to buy them, 
and I ckes had to sell them, then the proceeds would 
have to be applied to the reduction of the national 
debt. 

Now, say that again, Herman. 

If Jones bas not yet bought the securities, so that 
Ickes still bas them, and Jones refused to buy them 
aDd sell them for Ickes, so that Ickes would have to 
sell them, which he i s authori zed to do, then the money 
realized would have to go, not into the revolving f und, 
but into r eduction of the na t ional debt. 
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Now, can I tell you what ' s back here (back of head) -
and Jones has the same tiling, and you've got it. l'a going to ask you boys, whoever is working on it, to 
work t hrough if necessary, so that when Jones comes 
here at ten tomorrow I can nave more . Back here is something that says this, that under the law Ickes 
must let Jones sell them, as I understand it. 

(Nods no) 

Well, let me put it this way , tha t under the law there are two ways to do it, that Ickes can get the 
money: Ickes says to Jones, "Will you sell these tor me?" And Jones says, "Yes . " He gets the money and 
gives it back to Ickes . Back here there is another t hought, that if Jonos sells these - now, maybe it•s 
when Ickes sells them - if he sells them or we sell them for him ••.•• 

(Nods yes) 

•• • there i s a way that once the money comes here, so 
to speak, i t becomes sterilized and he can' t use it over again. 

That ' s right; that ' s what I'm aa,ying. 

1'here's that thing in there; there are two ways . 

That •s right. Now, if Jones, on the other hand, 
has already bought the securities ••••• 

Well, let me Just ••• 
memo. 

'-'h~t ' s that? 

I can' t find it. 

You (Bailey) gave me this 

Jones holds spout 86 million on ~ugust 31 of P.W.A. 
securities . 

I •a Just looking for this aemo so I can mark it. 

Here's a copy, sir . 

Wnere is it? 
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Underneath that one , That ' s it . 

Yes, I 've got it. Let me read it. 

"The bal ance of funds (words not understandable) 
P.W.A. is entirely obligated. To meet obligations 
on the program which the President approved, it will 
be necessary to supplement the existing bal ance of 
P. I'I . A. funds by the sale of 61 million and the total 
amount of 129 million of bonds held by P.W. A. • 

In other words , Ickes has 129 million now, and in 
order to make these commitments which he made and 
the President announced the other day, he needs 
another 61 million. 

That's right. 

38 

"It will also be necessary to sell bonds in the amount 
of about 8 million to provide funds for adminis tra t ive 
expenses for the fiscal year 1939." In other words, 
he needs 8 in one and he needs 61 - 69 million. That 
checks 'Nith tha t figur e tha t Congres.: - well , anyway, 
1 1 11 read through. 

"Just how much of the r emaining 60 in bonds can be 
converted lnto cs sh during ' 38 could not be estimated 
wi thout exeoina~ion of the portfolio of P.W.A. Some 
of these s ecurities ar e readily marketable. Ot hers, 
by r eason of t he small size or the issues, a re only 
a vailable in local colll:llunities in which pro j ects are 
under way . Still other s are payable from r evenue 
produced by the project for the construction of which 
they are issued. ibis la t ter group could not be con­
sidered reedily marketable until the project had been 
completed and begins to bring in revenue, and some of 
these projects will not be completed during the current 
fiscal year. 

~If the 60 million 1n bonds are sold to the R.F. C., 
the cash will be deposited to the credit of P.W. A. 
However , unless the R. F.C. is able to dispose of these 
bonds, the total of Government credit will not be 
affected, since R.F. C. expenditures will increase 1n 
the s ame amount a s those of the Public Works Adminis­
tration . Proceeds of all bonds neld to maturity by 
P.W.A. mus t be applied to reduction of public debt, 
but this amount would be small in • 38. • 
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Now, I just need one Minute to bring all of these pieces together. I•m afraid somebody knows all t his, but I don't. 

39 

In this statement the "resident gave out: • The President announced today that he had jus t approved 
the allotment of a few border-line applications for 
PWA projects, which increases the number allotted under the new pr ogram to 1 1 25) projects, a.mounting 
to $11) , 0)4, 735 1n grants and $58, 005, 700 in loans . " 
Now, that ' s the cut-off date of the President ' s . 
And 1n this memorandum to me which you sent 11e, 
Bai ley, you s ay here: •Grants authorized under E.R.A. for 1 )6, )00 million. Additionnl g rants 
authorized for PWA on the extension of Act of ' )7, 59 . Maki ng a total of 359 million. Projects 
approved by the President under E. R. A. of 1936, up t o J une 30, 16) million; under P'IIA extension 
of September 20, 113 million. Making a total of 276 million, or a balance of 82 million; less admin­i s trative expenses, 67 million.• 

Less administrative expenses for 1)8 . 

Yes, well. • • • 

Leaves 67. or the 67, about 8 million i s counted for admin.istrative expenses in ' 39, and that leaves the 59 million balance that the President, up to date, ha sn ' t intended to use. 

Well, do I unders t and, then - where is thGt sheet you(Bartelt) gave me this morning? 

I gave you the - t hat ' s it. 

Do I understand that in Public \Vorks . loans and grants 
to states .. .. 

J.lr . Secretar y, I think I should say that those figures a re subject to r a t her mater i al revisi on. 

Well t hen, I shouldn' t use it. 

Well, it' s based upon the April message . I can give 
you some t ot als tha t I got from Mr . Maxcy , the Chief 
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Accountant, this morning , if you'd like to hear them. 

Well, let me get everybody - see if we ' re all talking 
the same language. Let's forget the adminis trative 
expenses for a minute and use the 8.2 million. Shall 
we use 82? 

O.A., beginning this year . 

1/ell, he has a balance after the Presi dent - after 
the President allotted this llJ million, he had a 
balance of 82 million? 

Yes , but we' ve got 15 mi~licm--' 1 cl!o:,rge out against 
that for administrative expenses tnfS year. 

15 million it cost this year ? 

To charge out , yes . 

That leaves 67 . 

lhnt •s right . 

Do I understand that 's al l we might fish for? 

That ' s all you might fish for 1 except that there's 
supposed t o be eight of that to carry the closing up 
in 19)9. 

Well, f or the ooment I Jus t pass that. But I mean 
that the most I can hope to salvage is 67? 

Well, that ' s the way -- on ultimate savings . 

tlell , l et me put it another way . Has Mr. Bell already 
counted on the 67? Bas tha t been counted once? 

Nell , that 67, of course, is a commitment figure, 
and he hasn ' t counted t ha t , of course, in his cash 
figures, because t hey ' ll be runnillb on c ash f or two 
or three years yet . This is on an obligation or 
commitment basis, and of t he total authorized for 
PWA there is 67 million which they will not commit 
or obligate or allocate . Tha t can be saved. 

Let me put it this way . Wha t I am working on right 
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now is the f iscal year that we are in, see, ~nd 
if we use the figures of July 1, it showed - I want to use that basis rather than any subsequent - I 
mean let' s use those figures . flow, those f i gures 
or July 1 - our defici t was 418 million. Now, i f I could get back 67 million doll!irs e.lther iil cash or 
Kr. Ickes • securities, you see , and get t hat now -let 's say I could get the 67; MOuld th&t reduce the 418 million by 67 million? 

Yes . 

wo you see what I mean? lt I could, some way or 
other, lay =Y hands legally or illegally on 67 million, would it reduce the 418 million by that amount? 

It would r educe it by approximately that amount , yes . 
,'Jell . .. 

~oes tha t mean that you would cancel any commitments outstanding? 

llouldn't nave to with that . 

!lo, no, that ' s - the <'resident announced - I' ve got his announcement here. Incidentally, Herbert, would 
you get tor me the offici al copy of the President ' s announcement on tha t PWA? The date of it is - I mean .l.ove Just got the tlew York Times - September 21, at liyde Perk. 

Yes . 

1'he Pr esi dent announced commitments of 113 mi.llion. 
Bailey takes that in tnis sheet here, see, and he brings tha t down to 67 af t er allowing 15 mill~on tor administrative expenses for this year a nd next yenr . 

No, this year; another eight comes out of that for next year . 

My God, has he spent 15 million dollars to administer that thing? 

~pent almos t 26 million last year. 
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On a~inistrative expenses? 

(Nods yes) 

It seems unbelievable, doesn 't it? Well , anyway, 
there 's 67 million, and then all I could hope to 
salvage for the President for tllis fiscal year is 
67 milli on. 

(Nods yes) 

According to this statement, that's right . 

What? 

According to this s tatement, that would be right . 

42 

Well then, let 1 s put these two things together . 
Where 1s the one - oh, here it is. Then, putting 
the 61 end 8 - well, these two go together . Let 's 
jus t see, we •ve got - this clicks in a minute, 
Oliphant, but now do this thing abain. Do this thing 
again. P'I/A has 129 million dollars . You say in order 
to complete the 113 of their program, they have to 
sell 61 million, Naich wo..Ud leave a balance with PWA 
of 68 million dollars . . 
May I suggest t nat instead of selling theirs, let 
tnem sell Jesse ' s . See Rbat I mean? 

Well , what I am trying- well , it would be easi er to 
get Jesse to turn his in to me. 

No, no, if Jesse sells their securities, then it 's 
for loans and grants . 

But if I wrote a memorandum to the President - "Would 
you please turn over 67 million dollars of Ur . Ickes • 
securities to the Treasury" - then your horseback 
opinion 'IIOuld be that tha t would stick, is that right? 

Let 's put it this way. If they don't route the11 
through Jesse to sell, then those securities can be 
taken out of the revolving f und. Now, just the 
details I don1 t •• •• 
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Allowing Yr. Ickes - because, - L mean 15 million dolla r s t o run his shop this year , and going on the 
tneory th&t if they aant administrative expenses t o run P'.'IA t hey should get 1 t the same way a ny other 
department gets its allotments ; should come down and submit it to the Budget, get it out of the general appropria tions, not from securities which are supposed 
t o go to r etire the debt - l e t them justit'y it. I don't t ake it ne justifies this 15 million. 

No , he •s reduced •••• 

\Yell , anyway, it 1 s the Horst budgeting I can imagine 
t o t ake a~~inistrative expenses out of a r evolving f und which we - on r ecor d that the a ssets from tbat 
should go t o r e tire the public debt . So I mean I 
certainly woul d fight not to t ake any more . I don ' t 
th ink i t Kou l d be fa ir to do it t his year, but cer tainly as f a r as ' 39 is concerned he should ge t his administra­tive expens es from Congress t hrough t he Budget, shouldn ' t ne , Bailey? 

Well , if h,e can get his money back in t he receipts, tha t 's the way t o do it, of course . 

V•ell then, we ought to a im to g et 67 million, and 
t ha t would r educe t he 418 •.•. I know- he (Bartelt) 
t ells me it's 470, but I don' t want t o go on that figure ; I want t o keep using the July f i gure . There • s one way the President can pick up 67 mill i on. 

This is only the grant sta tement, isn' t it? 

That ' s right. 

What? 

This cover s only the grants . This isn't the wnole 
revolving fund . These are onl y gr ants . 

Now, can we do loans the ~ame way? 

I should think so. I wanted t o give you some f i gures tbat I got from the Chief Accountant this morning, 

Nell, I jus t wanted to put these pieces of paper 
together . 
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Bartelt : Looks to me like they ' ve got a pretty big commitment 
tbut I haven't hea rd you ment i on yet - loans that 
come out of the revolving tund. Mr. Maxcy told me 
this morning that be bad a cash b alance now of U4 
million and a half. He ' s got to reserve SJ mill ion, 
JOO thousand for grants . That leaves him 21 mi lli on, 
one in the revolving fund in cash for loans . He ' s 
got commitments at the present time of 148 million, 
plus the 58 million that you mentioned before t ha t 
the President authorized, maki ng a total commitment 
of 206 mill ion. '.!:ha t ' s his total commitment . Now, 
He said that he ' s got an R. F. C. agreement to purchase 
125 million dollars more of his securities . Now , that 
125 million dollars, plus the 60 mill ion dollars that 
you mentioned before, plus the 21 million ca sh, takes 
cure of tne 206 million dollars in commitments . 

H .~ .Jr: I n other words, there ' s nothing left of it. 

Bartelt : Yell, it isn't absolutely clear to me a t t he present 
moment that there is . I' d want to make some further 
analysis of these figure s before stating positively 
t hat t here is . It looks to me like they 've got a 
tremendous commitment bonging over their heods here . 

H. !J.Jr : Vlell now, just do that again, ~ecause this is t he first 
time t ha t I have heard - I don t know, i t may be 
familia r to the Budget , but it isn' t- is this • •• . • 

Bailey : llo . 

H . ~ .Jr : Are you familiar with this? 

Bu1ley : No • 

Oli phant: Could I ask a few preliminary f i gures before you get 
him to repeat that? 

B. lf . Jr: Yes . 

Oliphant : Wha t's the total of bonds and securities tha t I ckes 
nas? 

Bartelt: 129 million, es I understand it, right now. 

Oliphant: That's all be bas? 
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Uh-huh. 

What are the total volume of bonds and so forth 
tbst Jesse has that oe got from Ickes? 

About 86 million on Augus t J l. 

Oh- huh. 

For which he has already paid . 

Yes, but that doesn' t ••• • All right, now, go ahead 
and say that again, what you have said, 
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Kr. Maxcy advised me this morning over t he telephone 
that be has 148 million dollars in commitments. Added 
to that ••• • 

What does that mean? 148 commit t ed to what? 

Obli ga t i ons, agreements to purchase the obligations 
of public bodies. To tha t must be added the recent 
authorization of 58 million dollars. That makes a 
total of 206 million dollars of potential obligations. 

Yes. 

de says that he has 74t million dollars in his revolving 
fund in cash, of which he must reserve 53 million, three 
for grants . That l ea ves 21 million in cash for loans . 
He nas an agreement from the R. F. C., as I understand 
it, to purchase an additional 125 mill ion dollars of 
their securities . That 125 mil l ion, plus the 21 cosh, 
plus the 60 million dollars that t hey are going to 
sell - the securities that they now have out of the 
125 - ~ould make up the 206 mil l ion. 

llell, in other words , they have committed themselves 
right up to their hilt. 

It looks t o me like t hey have. 

'•nd there isn't a chance to s ave a nickel there 
unless t hey ca ncel some of these commi\.ments? 

"ell, .vhen he mnkes a n agreement to purchase t his 
148 million dollars in bonds he will expect to sell 
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those bonds to R. F.C. That will be 148 ~1llion dollars worth of bonds that he will get in addi­tion to what ne has now on his loan commitments, 
and he will roll those over, sell them to R. F. C., 
nnd use that money to make the loans. 

Yes, but ilOesn1 t the 113 million come out of that 148? 

'ihe 148 is· loans . 

Le t me put it this way . • • • 

The 113 is grants . 
,.,.. # - .. 

You fellows put your heads together on this . Loans 
and grants. If Mr. Ickes didn 1 t make a single new commitment af ter September 20, when the President gave out t his statement, see; if that really W&s the 
cut-off date and no more com3itments were made after September 20 of either loans or grants, how much could 
the United States Treasury salvage out of that thing? I mean if they stopped on September 20 and made no 
more loans, no more grants, of any kind, if . they really 11ent into li<tuidation, how much could we take? Now, isn't that the - t hat's what 1 want, and I haven't got 
the answer yet. You can't give it to me, Bartelt. 

I can ' t right this moment, Mr . Secretary . I've got to get into these fi gures . 

hll right, now what I have allowed for - what we are trying to do here is to get those figures so that when the President r eturns here on the sixth I•ve 
got them. But I went them this week. We ' ve got all week to work on this, but I 1 m going to push like hell , 
see . 

Well , I didn't feel fr~e to talk to any of these people until I talked to you this morning. 

Well , as I say, I gradually explained to you what I 10ant, and you'll tell me Nhether you•ve got thee~, 
like that or not. but I ' m going to go back to this. And incidentally, Herbert, get enoueh copies to give everybody in this room the official s tatement the 
~resident gave out on September 20 . Get a half dozen 
copies. 
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Thi s same one on PWA allocat i on. 

This s ame one, so they can all t&ke a look a t it. 
Then I con go , t o the President - "All right, llr. 
Pres i dent, if t nis is what you sa i d, PWA i s t hrough . 
Nell now, if that was the cut-off date and you meant 
no more loans, no more gr ants, after September 201 ther e are so m&ny bonds left or wi ll come i .nto the 
possession of Mr. Ickes which could go to t he Treasury, 
which we feel • • ..• • - Ur. Oliphant will no longer be 
riding horseback; by that time he wi ll have explored 
the cellar and wi ll give us a l egal opinion as t o how 
we can do that . And, you see, evidently now he needs 
another night, so ••• •• •• 

Yes . 

See whit t I mean? 

Now, do I melee - 1tnd now you (Bartelt) are carrying 
the bal l on that , as opposed to the Budget . 

\'/ell , 1 1 ll work with the Budget on it, to be sure 
that we are in agreement . 

It ' s terribly importan t . Do you get what 1 want? 

Yes . 

~oll rlgnt . 

Along tnot l ine, you s ec, there ' s a figure of 180 
million aolls rs in this budget statement with t his 
418 million dollar dei'ici t . And f r om what 1 got in 
connection with my talk t hi s morning wit h Maxcy, I 
wouldn ' t be a bit surprised thut that would. be 
20~ million instead of 180 million. So I ' m jus t 
trying to figure out how you can reduce this 418 mi l ­
l ion doll ar deficit .<hen you had such condi tions . 

><ell, certainly the Colllllissioner or bccounts and 
Deposits, the Budget, and the Secretary of the 
Tr easury are ent1t;led to know. We •re talking in 
big figures . How is a poor public expected to 
understand it? 
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\'/ell , I Just di dn ' t wnnt to misl ead you by i noi ­
cating thbt we coulo r educe thi s 418 mi lli on dollar 
deficit by , any, 67 million dollars fro~ tha t parti­
cular source, when the figure ·i n here l ooks a l ittle 
bit low already by 20 million. 
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Nell , I don ' t expect anything until we get it, b ut 
what I want - wnatever it is, I want to be able to put 
!t on the President ' s desk and say, • Now, Wr . President, 
using September 20 as u cut-orr date, this i s wha t we 
can do . This is what we i nter pr et that you meant . " 

And i nc i dentally, as you talk to Maxcy, you could 
say , "By the way, ?.laxcy, that was a good statement 
the President gave out . Di d you pr epar e that for lum?" 
Let ' s find out who prepared that statement for him, 
see . Will yo~.;, Bartelt? 

Yes, sure . 

11By the way .•.• 11 Because thnt didn 1 t come out of 
tha Bu<.l get, that statement, and it didn ' t come out 
of this office , and I j ust wonder ed who slipped that 
t o him. Huh? l.lo you sup pose? Huh? 

(Nods yes) 

!low, tha t 1 s as f~er as - no,. tha t 1 s Ur . Ickes . Now 
shall •e talk about Ur . Jones, who is coming in here 
tomorrow morning? 

All right . 

Are you ready on t hat? 'Nhat? You know, i f t hi s 
wasn ' t so s er ious , i t would be f unny . But I 1 ve done 
this with Bel l for the last three years, and i t' s 
alwnys the same t hing . I t ' s always l i ke looking for -
it ' s almost i mpossible tog et a straight story out of 
Pi/A. But we 1 11 get it this t ime . 

~ow Mr . Jones . If Mr . Jones doesn ' t make any mor~ 
commitments, then what? ~ho 1 s going to give me r evolving 
funds? ~ome on, Bar telt, you ' re the r evolving f unds . 

Well, I was hopeful to have with me r ight now the obli­
gations of the R. F. C. 
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But you• re not ready. 

Those figures ought to be down here a.ny nnute. 
Unfortuna tel y, they are not . 

You're not ready? 

I think these figur es wi ll have to be r evised . 

All right , I 1ll give you time. 

Are there any other revolving fUnds that we can 
squeeze a qytlling out of? Bartelt? Eddie? 

I don ' t lmo'N of any l arge - any material sums. 

J<nyboay else .rnow of any? 

Not tal~ing no~ ~bout possi ble abolishment of any 
of the corporations? 

•'/ell, I'll come to tha t in a minute . I just want 
to give ~ddie a chance . 
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I don't kmN of' any other source from revolving funds. 

Well , think s bout it a little more. Now, what I ' d 
like to do is read out loud t he memor andum which llr. 
Bailey has given me, which I haven't had a ch&nce to 
rer..d yet. 

I s t hat loans of the Federal Reserve - is t hat a 
r evolving fund? 

The only way to stop that i s through legislation, 
and then- then we get our gold back • 

It's not a revolVing fund? 
I nell , it ' s a separate thing, and we ve got to go 

and get a pi ece of l egisla tion t hroUgh. And as I 
re:necber, if they stop now we can get about one 
hundred million dollar s worth of gold back out of 
it, and then it would t ake them, oh, 1~ or 20 years 
t o ~o what they 1ve got.... But any time we can get 
a hundred million dollars worth of gold bac~ and 
retire that much • 

• 
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Certificates . 

National bank notes . I think we ' re short, as a 
matter of f act, that much on National bank notes. 
But that ' s t he way to do it. It should be done 1n 
this next Congress. I mean they should be s topped. 
No e xcuse f or it. 

(Aeading memorandum from ~r . Bailey) 
i s based on two factors a Fir:~t .•• • 
rend i n undi:~tinguishable undertone) 
that t his re:~erve be maintained.• 

•The estimate 
(this portion ...... .... 

lhnt doe:~n 1 t help this picture very much. 
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:!hen you come and :~ay : "Agencies which appear to have 
accomplishEd the purpose for which they wer e established 
and which may no~ be di scontinued by Executive Order. • 

Before I go on that would you mind telling me what 
I call the postponement of public works for this year. 
Have you got the answer on that? 

Here ' s this table. There ' s a running comment •• • 

Better come here and sit down. 

'I her e 1 s a running comment as to each of those 
fitures - r unning comment there. 

'Nell, SU4)pose - pard:m me? 

I have copies . 

Would you g ive a few around? Everything 1 s confidential 
here. 

"Public Buildings outside of the District or Columbia . -
Amount ava ilable for cash withdrawal. - ' 38.• !low 
does th&t mean ' 38? First column, f irst page. 

1938 f i scal year. 

Is that the year we're in no1~ 

Tllat ' s right . 
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Do you call tha t ')8? 

hndi.ng June )0, 1938. 

Total, 130 million dollars . "Amount a vailable tor 
cash withdrawal, by departments . • 

That ' s the apportionment. 

You mean they ' ve been given •••• 

That ' s what they estimate will be the c ash with­
drawals under the approved apportionments tor 1938 . 
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That ' s 76 million, and the Budget esti.motes 45 million. 
Huh? 

At the pr esent time . 

"hppropriated for ' 38, 35 mi l l ion.• 

'l'hose are the appropriations for the fiscal year 
' 38 - in the law for ' 38 . 

"Estimated ca sh withdrawal f or 1 )8 is 26 million, 
Budget 16 million.• Hey, listen, you've got to come 
ar ound . This Just doesn t - I d on't get this. You 
start with 1)0 and you ' re going to spend 16 . 

Out of the 35 spend 16 . Take the first item. 

You mean he has 130 million to work with? 

Oh yes, starting back with the unliquidated, unobli­
gated money - it 1s available coming from 1 36 and 137 
year appropriations, that much. But I kept separate 
the 1)8, because you remember Admiral Peoples• memor-
andum • •• • 

Yes • 

• • • on the 2) million, in which the Department originall:r 
estima ted a ca sh withdrawal of 15 and he now estimates 
3 million 8 hundred ; and the purpose of these collllllnll 
is to •. .. . 

So they 1 ve got 1)0 as a backlog, 
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Thut ' s r ight . 

And the current Budget estimate is that they will 
only spend 16 1111ll1on. 

No, sir, they will spend out of all their 111oney 
here, which includes this 45· 

That's r ight. 

Is this 16 in that 45? 

'.!:ha t's right, but I wanted to show it this • ay for 
you because tha t was the ill ustration, you know, we 
started with, lind I thought you would also • •• •• 

How does t hlit 45 compare Nith what we said we ' d do 
on J uly 1? 

Well . ... 

52 

See what I ·mean? On July l hoi¥ much did you say you ' d 
s pend? 

45 was in the July figure. 

Mus t have been more . 

And that 's our summation f igure . 

But he only agreed here tbe other day to cut this down 
to three million eight from 23 . 

And t hat ' s why tha t 16 million is set apart !'rom this 
total appropri ati on for 138. But he had - you see, he 
had 90 milli on dollars ·•orth of available previous 
year appropriations. 

But I still say, is t his figure her e, tbis column, 
th same as the July 1 column? 

Oh, t hat is, isn' t it, Lawton? 
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Lawton: Yes . 

a • .t. Jr: 

t.awton: 

B. :.! . Jr : 
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B.!J. Jr : 

Bailey : 
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Bailey: 

B • ..t.Jr : 

Bailey: 

Well, it doesn't check, because on July l be didn't 
know he was only going t o spend three, eight out of 
the 23 . 

No, but the Budget estimate was tha t be would spend 
about 10 percent of his appr opriation for the f i scal 
year, based upon what he did in the two previous yeara 
with larger appropriations. 

Well, l et me put it another way . On these figures 
you' re going to give me you' re not going to sa~e any 
savings? 

Some . 

• here am I going to compare the savings? 

Here ' s the present - no, tha t ' s the apporti onment. 
~bat was t he J uly figure as compared with our current 
387 million dollar figure for al l of t hem? 

It YIOS about 395 . 

You see, we discounted ••••. 

dut there's no way of my showing ••• Ther e ' s room 
there; couldn't you run right i n there the column 
on what the July figure was? Ther e's r oom, without 
retyping all of this . Huh? 

All right. 

Couldn't you put it right in t here? 

That ' s r ight. Now, bow these figures compare with 
July - of course , I t hought you were particularly 
interested in bow much of the 1938 appropriation •••• 

No, I'm interest ed •••• 

In the whole picture. 

I ' m interested in t he whole picture. I'm interested 
particularly in how much cash is going out of the till 
in this f 1sca1 year and how much can we slow it up. 
Xbat• s the best way I can describe it. I meon that ' s 
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what the President said - "Slow up these public 
works." 

lieU, thls is - it was estimated that their cash 
wi thdrawals would be 419 million dollars. Now 
our cash withdrawals are .387 oillion. 

'1/ell , would that - if that figure - could you s ay 
to the Presidene that there is one hundred million 
dollars of saving on the 418 million? 

No, we discounted their estimate by practically 
that 8lllount . 

Almos t that amount . 

You're about J8 million down in the River and Harbor, 
aren't you- about J8 million dollars less in th~s 
statement than in the Ju!y 1 stateme.nt. 

'l'hen, taking again the .387 mill ion, you 'd have to 
improve on that to save anything out of the 418 
million deficit . 

Well, that is an improvement . 

54 

That i s an i mprovement over the original amount 
included in the 418, which we will supply in 11 separate 
column. 

How much, roughly? 

7 million. 

About 41 million, isn' t i t, Fred? 

Have you got a copy of that? 

I think it' s 38 million flood contr ol and nbout 
J million dollars 1n the T.V. h. Those ere the 
principal differences . 

llell, they •••• 

I think ther e is a mi l l i on dollars in the Park 
Service nnd Indian Service, about five million dollars 
in Reclamation. 
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Well, you could give me tha t figure and the July 
1 figure, can't you? 

I can show you bow ouch what we do now i s below 
the July f igure. Of course, in July we di scounted 
most all of this . 

I knor~, but I need another figure there. 

!low, these ar e the emergency r i gures; Cash with­
dr awals for the ye~r and for seven months . Our 
present figure is about that much. 

What 1\.l nds are t hese? 

~ergency funds , available for the same major 
construction work. 

;;here do they come from? 

55 

Those &r e t he different emergency fund appr opri ations . 
150 million dol lar figure on tha t is about the J uly 
figure . 

Now let me jus t put it this way a minute . I'll get 
something through here . 

Well no., , when toe President seys tbat he 1s going 
to spend 500 cillion for public works - I have down 
here for ' 38 tnese figures that Haas gave me, which 
be says he got f r om you people: Public builaings, 
60 million aoll~rs - t hese don't cneck with any 
figureo that I've got here - public highways , 253; 
rivers anti harbor s , 173 ; PWA gr cnts, 250 ; others, 
150; total, 886 . 

'lhat includes emergency end regular money, combines 
the figures t hat are on both these statements. 

All r i ght, but does t~t chec~ on these 
an addition of tnese tOYo? l'lell, tnat• s 
your figure here, J37 plus 150 is 527 . 
make ••••• 

4hen all that • • •• 

That doesn ' t make 886 . 

t wo? It's 
JS7 - using 
ThLt doesn't 
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Tnat doesn't include PWA ot all . 
• 

l:le 1 s got 250 for P'IIA . 

And then the other public works - we haven't all of 
tnose in this list of the oa jor ones . So t he 
difference l i es in tne 250 to add to your figure 
there .••• 

Nell, there ' s 250. 

• •• and then the sum of this and 250 there would 
make you 777, and about the difference between 
that and toe 886 is out of this 150. 

~ou see, what I want to get is this . Let me get 
over toe i dea; I •ve go t all ~eek , and we want these 
fi&ures. The President Keeps saying publicly he's 
going to spend 500 million dollars a year for public 
works . Now, that ' s wh&t he thinks, but according 
to this figure it ' s 886 . 

Including emergency money. 
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No•11 1 what I 'Nant to show him is - "llr. President, 
us i ng your own figure of 500 milli on wh.i ch you have 
used for three years, let's get down to 500 million.• 
And therefore this stuff here is a start, but it isn•t 
a ll . This thing here - I want it all together so I 
carl say, "llr . Presi dent, we •re going to spend 886.• 
And the first thing he says, "How do you arrive ot 
886?" 1nen I can't, when I' m wi t h him, begin to fish 
around all over my desk the way I'm doing now . I mean 
I •ve got t o have i t all in one place and soy, "You're 
spending for tnis year 886 million." And he ' 11 say, 
"ls that out of the Treasury, or i s t hat obliga tions 
or is that commitments or what? " And you fellows have 
got to get together and give me a figure which will s 
up under his eyes, and beli eve me, he is sharp. I want 
a figure - now, i f I say , •rlow, llr. Pres ident" - if 
886 is right - •I want to show you where we can put 
tha t down to 500 mil l ion. Then we ' ll have a backlog 
of so many million to carry over t o next year, and we 
can ask Congress for tha t much less, and it would help 
us balance the budget beginning with July first.• But 
I haven't got it now. 
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llo use t alking about a 500 million dollar program; 
t na t is, a 500 million 'Iollar Budget estimate of 
appropri a tions. He can t get to a 500 million dolla r 
cash withdrawa l program in 1939, but he ' s got tha t 
carr y-over . 

Yes, but I•m not -you fellows haven't been tough 
enough for me . I want to slow this thing down, if 
I can, to 500 mi lli on dollars cosh witharawal for 
all public .vorks this year. 

This year? 

Yes sir I 

hnd emergency f unds? 

Yes sir l 

You•ve got to go some, sir . 

Well , I'd like at least t o put 1t on the President 's 
desk and show him how it can be done, and show him 
how much ca rry- over we 've got f or next year without 
appropri ating a dollar . But I want to get it all . 
NoN, I have here Public Works. Under that I have 
.Public Builttings, Public Hi ghways , Rivers ond Harbors, 
PWA, and ~thers . 

George, you ought to give them a copy of this . 

Unemployment Relief would not be Public \'forks, would 
it? Direct Relief, Work Relief, Civilian Conserva t1on. 
Would it? 

I t isn't in our t abulation. 

No, but is this - I wa nt a ce sh withdrawal figure 
the way it i s now; I 1d like to put it down to 500 
million . And t hen, w~thout appropriating another 
dollar, how muc~ can we carry over t o t he first of 
July? Or start this way, do it two ways . Do it the 
way you've got it, using your figure of 387 plus 150; 
anJ taen get our Public Vlorks figure, you see. Then 
we have t:1ose three things, that's all. And put t hem 
all down and show t he way the thing stands now; that 
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we 1ll spend out of the Treasury so many hundred 
millions of dollars and we'll have so much left 

58 

over. "No,,, l.lr. President, if you want to cut that 
to 500 million, you c ~n save so many hundred mill i ons 
of dollars and put that over to next year . " But I'd 
like to have those all together. 

rle 1s got 858 here in the budget. Here ' s 451 in his 
general Public norks program . Then he's got 407 
additional in his recovery and relief program. So 
he 1 s got 858 million dollars. 

:lelli I want all t he figures . I went it so the thing 
is a 1 the same . I want to keep using those f!g~es . 

But this brea:<down here - I mean it isrrt ·in...:So many 
items . nave you (Bar~t) got a copy of this that 
Haas prepared for me? 

No . 

I've got a copy of it nere . I kept it very close on 
account of this l ast column here . 

H~ll, give it to him . 

!~ow let me go over it once core . I want f roo you 
gentleoen, first , wnat 11 re all of the Public Horks 
figure s as they were of July 1 - everything from any 
source, Public Works - what you people estimated would 
be spent out of the till this year, see; and how much 
the carry-over Kould be. Then let ' s take a figure 
and ss.y to the President how much we think we could 
slow that up . llo,r, I - I don ' t say I can - but I 
think I've got a chance, if you fel~ows will show me 
how, by putting all these figures on one page of 
Public "orks, of 'tatting them to slow down to the 
Lctual expenditure this year of 500 million dollars . 
You notice , I'm not - and then I want how much we've 
got left over . I don't think it is at all impossible 
to get the President to say that he wi ll not permit 
the expenditure of in excess of 500 mill i on· doll ars for 
Public Norks this year . I oean that ' s a possibility 
and that's what I'd like to a im for . 

But you' ve got - you•ve got - Eddie, the missing figures 
on this thing are the PWA figures . 
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Bartelt : 
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(Nods yes) 

.hm I asking - I'm not usking impossible inforawtion, 
am I? 

No, sir . 

It ' s ther e, but it Just isn't in the way 1 asked 
for it . 

This is ~he major items included in this general 
Public llorks program, whn t he calls his general 
Public olorks program, thll t he includes in the 
budget as such . 

\/ell ... .. 

•lhich eliminated P'I:A funds . 

P&r don me? 

P'IIA funds wer e not included in nis 500 million 
dollar program. 

Well , I ' m going to include them for this. Why the 
noll don't t hey bel ong in there? 

53 

'Iney "'ere non- federal e xpenditures, that 1 s the rea son. 

135 million dollars in highways that weren't in there 
e ither. 

No emergency money . 

Well , but - you s ay they're non-federal, but we 1 re 
fin&nci ng t hem, a ren 1 t we? 

Yes . 

xnd as e resql t of the activity of the Federa l Govern­
ment, these works ar e going ahead . I cean, gentlemen, 
t hat' s t he mark I want to shoot for. Then let him go 
b&ck as fur a s he wants to . Eut he ' s thrown - I 
don't know in now many speeches he ' s made, h!tl sai d 
that the f i gure he wants is 500 mill ion . Will you 
(O&ston) look tha t up? Ooing back three years, how 
many times hilS he sai d he only expected to spend 500 
mil l i on a year for Public Works? 
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Said it a number of times at press conferences . 

Just look it up. 1ben we say, nur . President, 
we have put together al l the funds that ' s come 
out of the Treasury for public works . " And if you 
notice, in tnis press release be even included Soi l 
Erosion, at which I was surpris ed. He even included 
Soil t.rosi on. 

But he h~sn•t· been including in his contempla tion of 
that half a billion dollar Public Works program the 
carry-over on PYlA , completing those projects. 

But you don•t mind if I do it? 

O. A. , s i r . 
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I mean I may be fighting against windmills, but don ' t 
oiscourage me . 

That ' s right . 

Because what you gentlemen have done in the Budget -
you have Just · scraped the ba rrel clean. Now, what I 
want to do is take the barrel apart, see? 

(Hearty laughter) 

See? You've absolutely scraped all the molasses out 
of it . !low, I want to take that barrel apart so t hey 
can' t fill it up again. I don't want them to f ill the 
damn thing up again, see? Uo you see it? And I don ' t 
think until you g ive me •••• 

Now, there ' s just one thing that they keep throwing 
in my teeth all the t i me, &nd I ' d like Ur . Oliphant 
to work on that . hm I correct that on the first of 
January each ye11r they apportion this road money? 
lio.v- does that wor k? Have you got thet yet, HerlDBn? 

It •s pretty plain. The law's pretty plain . I ' ll 
have a memorcndum on it for you. 

Before t he first of January . 

Vlhen do t hey do that? 
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~ney nave an authorization now for the fiscal year 
1 39, which is the year beginning July first next . 
ThLt money must be apport i oned before the first of 
January, 1938 -before t he first of next January . 

Has 1t been voted - the money? 

No appropriution has been made . They are two years 
beck on the appropri a tions, - thot f ar . 

Do you get that, George? 

Yes . 

Now, would you mind calling up MacDonald - is that 
his name - ana telling him that if he is thinking 
of making these things, please not to do it until 
I get a chance to talk to him, or the President gets 
a cnance to t alk to him . 

Between now and January first . 
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Between now and the first of J anuary, not to do t hat 
until the President has had a chance . But as I under­
stand it, they sit down now and appropr i ate money for 
tne states beginning to be spent July 1, 1 38. 

Allotment ~oney. They are required by law to do it. 

~nd that money - they don ' t draw on us for that until 
when? 

A year later. The l bst nalf of that first sheet 
memorandum sets that out. 

\'/ell , you s ee, what I 1m. going to do - I don't want to 
take the time of you gentlemen now, but I want to· r ead 
thLt all at homo. Then I 1ll be up with you. But I 
don't want to toke your time now. But so there's no 
overlapping, Eddie Bartelt is going tog et this stuff 
from Yaxcy and also the R. F. C. , those two things, is 
tha t right? And you fellows are going" to set this 
thing up differently fo r me - the Budget - going back 
to July first. I don't have to go over it again. 

All construction items; not just the major ones, but 
all. 
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All . Put it this way: Put everything in there 
t h8t would go there i f there was a Department of 
Public Works . ilbat would the Presi dent do if be 
bad a vepartm~nt of Public Works? what would he 
put in there? 

•thich would assume that aey emergency loan money 
woulu go to the Department of Public Hor~s . 

:tes . Sure . 

l-or const1·uction . 

Yes . 

t;o~> , in tbis memorandum do you take up land? 

()2 

No, I don ' t thinK we nave land, because there ' s none 
of it tht. t is - well , the most i s ten million dollars 
for 19)a for buying sub-marginol lands . 

How about forest lands? 

Tha t isn't in there . 

lt isn' t in tnere, no . 

Could you hsvo somebody dO s memorandum of all land 
buying? lhroa th&t all together . Thr ow tha t all 
into one pot - from ell funds - all funds , all l ond 
buying . 

i.!r . Secretary , we have t he loans and also the expendi­
turesof Public Horks. •<OUld you want t hose - even 
though you have tne total, you want them separately . 

What ' s tna t , George? 

You want the loans •.•• For in~tance, Ur. Bailey 
asked tne ~uestion wnether you wanted loans used 
for Public Works all put in. I tllink you ' d want 
them but you•d want to see separ ately bow big the 
l oan Lspect is , because it ' s quite a different thing 
to loan money than to spend it outright. 

~obat's tne difference? 'Ihey don ' t get it back . I•m 
jus t thinking out loud here . 
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I thin.< tl:u. t tne best r.ay to thin.< of this thin& -
i f tne reorganization i s going through, t he President 
would set up a Department of Public '&'orks. 1'/hn t would 
he have put in there? Certainly everything that has 
to do with construction. And I know he was going to 
put public highways in there; I know he was going to 
put P'HA in there . 

Of course , the l argest, biggest s i ngle pi ece of 
money i s this public roads money . 

True. Tha t's wl;y I want to •••• 

!here' s 408 million ~nd n half million dollars worth 
of legally authorized obligations standing now that 
taere •s been no appropriation f or. 

Well, there you are . 1'hn t 1 s shocking . 

Tha t ' s t ne tuing to • •• 

~our nundred and eight mill i on ••• 

• .• five hundred thousand oollars worth still to 
be upvropri~ted of amounts th~t the Secretary of 
hgriculture i s airected to apportion to the states, 
and tneir expenditure of t bet is a contractual 
obligation . 

.. nicn has not been ... . 

Which hns nqt been Eppropriated. 

Not sure when tht t obliga tion a rises; whether or 
not t he obligation arises on apporti onment or arises 
when t he state nets . 

• 
I t hink i t arises when the state acts . 

Well, that's the whole question. 

But do you gentlemen see the way I'm trying to work 
this thing? Now, when shall we meet again? Tomorrow 
afternoon, will that give you o little time? About 
tnree o ' clock t omorr ow af ternoon? 
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Bailey : O.K. 

rl . :J . Jr : 

builey : 

fl . u . Jr: 

Bailey: 

H. :.I . Jr: 

Haas: 

H. rJ . Jr : 

What's t omorroiV, Tuesday? Let's say three o' clock 
tomorr ow afternoon. 

1he ne~ r oad authorization &ct, of course, will be 
up, probably be one of the firs~ bills - be all 
ready a t the beginning of the next session. 

Well, let us be r eady for it. That's the kind of 
thing - George, the roud thing is a glaring example . 
How can you balance the budget in the future when 
your hands are tied two years in advance and you' re 
sunk 408 million dollars before yo~ start$ 

~ 

If t he President might hand a road bill of his own 
to Cartwright 1n the House and Hayden or McKellar 
in the Senate, instead of ~aiting for t heir bill to 
come along through, I don' t know what that would do . 

Uo you get that, George? 

Uh-hUh . 

O.K., gentlemen. Thanks very much . 
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H.II.Jr: 

8. 
Gibbons: 

K.K.Jr: 

G: 

H.ll.Jr: 

G: 

H.U.Jr: 

G: 

H.M.Jr: 

G: 

H.U.Jr: 

G: 

H. ll.Jr: 

G: 

H.M.Jr: 

G: 

H.ll.Jr: 

G: 

H.M.Jr: 

G: 

Hello 

Sspteaber 27, 1937. 
2:38 p.a. 

I talked to that f ellow and he thlnka that we ' re 
han411118 th1a th1118 1n the proper wa:r . 

Good 

!hie aan Woodward made that request to Waeeohe you 
know, he wanted a speolal boat to go down there . 

Well-

And we turned the whole thing down - we' re han411118 
lt Just ae you said the other aorn1118, ln the usual 
way. 

Good - but the polnt that I want to make - I d14n 1 t 
want aomebody else outelde to aay t o you, I sald 
so and eo . 

Yes, I see. 

Bee 

Uh-huh. 

So-

Well, I wouldn't - they wouldn 't talk to .. without 
ay checking on it. 

Well - forget what I eald about this morning in -
the personal matter. 

Yes. 

You Juet haYs to belt, that's all. 

Yee. 

I'll ••• you toaorrow. 

o.~. All rlght air, I'll report to you on that other 
thing - on - what the fellow said, because - you know 
you get kicked around for a lot Of stuff, but -

I know -

- But th1a Dutobaan that I '• going to see told ae 
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that they had a prom1ee when they contributed -

Uh-huh -

1'o the Oaapaign Fund, that the;r were go1ng to get 
th1e etutt back -

'fell -

How, that's juet-

I doubt it. 

You know -

But, you'•• got- I 1 Ye got to lea•e those 
•o W1:f tax will take oare ot it. 

Yea, but -

1'ake oare of me - I don't belie~e he ••er got any 
euoh prom1ae. 

Ah - I'm go1ng to put it right up to J1m- I'• 
going to aek him. 

'!hat fellow from Oh1oago might ha•e ghen hla •uoh 
a promlee . 

Well, it he did, wh;r - it1 e too bad. 

Well , let h1m aake good . 

Uh-

Let h1m make good, 

Yee. 

He'• a rich guy, 

68 

Thie -.n i• &11 right, on1y he - he doe en' t under•tand 
the thing and h under a wrong iapreeaion, and h•'• 
got a bad 1•pr .. e1on of you, and • and nerybody 
el•e. 
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H.M.Jr : 

G: 

H.ll.Jr l 

- ~-
Well, :rou 'r:r aD4 •'ra1gb,en h1• oa,. 

o • .:. 
Thank :rou. 
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R.B 

Secretary of State 

.lashing ton, 

1347, September 27 , 4 p , m. 

FRO! COCF'RAN. 

GRAY 

Paris 

Dated September 27 , 1937 

Rcc'd 3:45 p , m. 

SECTION ONE, 

rTcncb control apparently has had a bad day 

yielding sttrling directly L~d through Credit Lyonnaia 

at 144 , 52 to 60, Discount n~ainst sterling for onc 

month has touched three and three fourths and for three 

months seven and one-half , ;Tndcrstand big Paris banks 

have bten requested to send representatives to confidential 

'~£Eting at Bank of France at 6 o'clock tonight whEn it 

is ant1cipated they will be asked to cooperate against 

S?£culnt1vc transactions in francs , Rentes opened weak; 

internationals better here with heartening news the 

~e~icans improved at London, News that Van Zeeland re­

considered his resignation and is continuing to head 

Govzrnrecnt and work toward improvins international economics 

iu:,d Uttlc market effect hEre . PINAliCIAL liEiiS resents 

w!lat ~t intcrprcts as an effort on the p art of Finance 

l'inister de l'an to succeed Van Zul1U14. 

VIILSON 
G./:'t,/0 
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na GRAY 

Paris 

Dattd Stpttmbtr 27, 1937 .. 
REc 1 d 3:59 p . m, 

3£c'"Etary of StatE 

l:ashington . 

1347 , S~ptEmbEr 27 , 4 p , ~. (SECTION TWO) 

Brl.tish )JI'Ess commEnts on rEm:wEd gold hoarding. 

Y.\U\;_, sa.1.lEd from NaplES for China. 

LEading !•'rEnch financ ial writErs arE not in s"mpathy 

wit'· Editorial 1n Fr iday 's T..OiTON TIP~S which bllll'lES 

exchangE spEculation for t hE difficulty of thE franc ru\d 

lEnds for a "!lyon arrangEmEnt" against 'financial piracy'" . 

JE~y among othErs considErs GpEculntion thE rEsult and 

fJ.nds t hE causE in FrancE' s Economic and political situa · 

tion. 

At llnnk of FrancE on ~aturday morning I was told thnt 

dEfEnsE of franc is ~rovin~ : spEcially difficult for thE 

.rEnch control sincE funds othEr than francs coming dirEctl~ 

fro~ thE banks arE bEing convErtEd into forEign currEnCiEs , 

'1'"1at J.s with bank dtpos:~.ts so low futurE discounts so widE 

an~ cont r ol still possESSJ.n8 r EsourcEs of gold and forcJ.gn 

EJ.ct1angE sufficitnt to bE EffEctivE in morE normal cir-

c·u~ tancEs additional fun( s for convErsion into flight 

from 
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RB - 2-(.11347, SEptEmbEr 27 , 4p. m. 
SECTION TWO from Paris 

from t h E franc arE bEcoming constantly availablE . Part 

of t hEGE arE attr ibutEd t o thE fact that with an official 

fur.d :tow supporting l'rtnch rEntEs holdErs thEr Eof find i t 

quitE Easy to stEP out of t 11ESE into franca which can bE 

a t oncE sEnt abroad. FurthErmorE t h E nEw dis bursEmEnts 

by thE s t a tE fr<lm funds borrowEd from 

IE: Ii SECnOU TWO) 

WILSON 

·, L 

CSD 

72 
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GRA'i 

?e.rie 
De.ttd september 27, ~9~7 
Rtc ' d ~:50 P • m. 

13 

'.;£ Cl'E t nl'1 of S te. t£ 

.e.shington. 

~;;47 , SEptEmbEl' 27 , 4 P • lll • (SECT lOll THREE) 

... , or "'""'" "'"" Oh< n<• o"'"'" ohi<h Oh< ,.,. 

.... ,.. " ,., •·" '"'"''""' ''''"'" ,,.,. ""'' .. " 
' ""·"'" " fo""'" "'""'' •" •'" ...... . ,. .... 
prE 3D ~art~1 rca~izts e.bovE mentioned re.ctors . 

"·'"""· " ....... .,. oo"""""' ... '''"""'" 
" "'"""" .......... r.on•= " '""''" .. , ... '"'' 
" 'r<lt d:d:ficul.tl.ES of Fre.nct sinCE thE ~rccmcnt 'lf~.l 
Sl.~td e. yte.l' e.go e.rc not, of coursE , in e.n1 we.Y e.n 

,..-·· '"" '" ...... 01o• · ""' "~ '""""""' 
,.. lO .. ....... ,, •• , .. roo ,., ............. •"''''' 

adhEl'td to by me.n1 othEl' countriES bESidES thE thrEE 

""'•'"' ••on•"''"' "' ,., r oon« "o"' ''" "~' 
of th< ..,,,,oni roo oh< hn• •'''"'' 1opoo<d •••'"'"' 

,,,,,,,,,o .. no< •••••••• ••• •"'"' "' .......... . 
,,, ,,,,,,,on ot ,., o"'''''' ' ..... ,., ,.,,, ,,,, •• 
Oo oon••··· ,., ............ oo ,,,,,,.,, ,, ,,,,,,oollY· ' 

arit1Sh 
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RB 
-2-;/1M7 l. SEptEmbEr 27, 4 p. m. 

SECTlON THR EE from Paris 

British prEss givEs much spacE but littlE praisE to 

idra of /~glo-AmErican rEciprocity with rEspEct to hot 

mo11Ey. FrEnch writErs rEfEr to prEsEnt Efforts to makr: 

A~Erican markEts antagonistic to forEign capital. AGENCE 

'::~'l: ·orzc CODII!IEot1ng upon curi ous fatE of aliEn funds 

wn ch !uvE alrEady suffErEd such a loss on Viall Strttt 

no11 f:c ing ru: &hEr pr ospEct or frdr.ral punishmEnt . 

( ::~;D C F !'ESSAGE) 

VIILSON 

\ 

;; /C 
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H.M . Jr: 

B: 

H. lt.Jr: 

B: 

H.M.Jr: 

8 : 

H.M. Jr: 

a: 

H.K.Jr: 

B: 

H. U. .Jr: 

B: 

H. lt.Jr: 

B: 

H. M.Jr: 

B: 

'l'bat1 1 right. 

Sephllber 27, 1937. 
~:48 p.a. 

'!'bat aarket' • being doine TBI'J rdcely, I think, under 
the etrain ot circuaatance1. It 1 a a little wobbl7 
toda1 and a little wobbl7 on Saturday . 

Yea. Did you do anything today? 

Not today - no, we did a little something 8aturd&T, 
you know. 

Uh-huh. 

Juat uaed up a few hundred thousand ot that order 
we etill ~d. 

How muoh? 

Fin hundred thousand ot w~t we ~d. 

I see. Have you got some lett. 

We've atill got a m1111on and a quarter lett -
F.I.O. 

Well , t~t 1 11 come in useful aome time. 

Oh very - and we're holding ott and letting the •rttet 
take oare or itself ae tully aa it will. 

Uh-huh. 

75 

There'• apparentlY buyers around tor notes- Ter1 few far 
bond e. 

Uh-huh. 

Very quiet, and the dealere get a little nerTOUI 11h1n 
the atodk aarket goea down. 

Uh-huh. 

It all hange on the atook market now. 

~t 

It'• all a 1took market proposition here now. 
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Uh-

ETeeybody ' e watohina that. 

Yee. Well, of couree the Mrltet wae up today but 
tbat Ja&1 be Juet teohn1oal . 

Yee - 1 t aay han reaohed what they ca11 a 11111118 
cliaax today or aoaeth1ng. 

Yea. 

I hope eo. 

I'll be there Wednesday - yee. 

We got another good break today. 

Yea, Tery eat1efactory wasn't 1t. 

Yes. And - are you 1n any rush to atop ssll1ng these 
nine aonthe. 

Well, I thought the idea wae to go to theee tax bille 
firet . 

Well - I ' ll do the tro together. 

Well, you auet be haTing eoae i dea dift'erent ttun what 
we''l'e got down here. 

No, I don't think so . 

We don't need more than Just a turnover eaoh week. 
We don't need any new aoney. 

Well what do you aean - you're fOing to need new aoney 
before t he end or the year aren t you. 

Rot neoe uar1ly. 

Aren't you really. 

No, It'• too early to tell, but we aay be able to 
equealt through. 

Regraded Unclassified



a: 

H.M.Jr: 

a: 
H.».Jr: 

a: 
H.at.J r: 

a: 
H.loi . Jr: 

a: 

H.M.Jr: 

a: 

H.».Jr: 

a: 
H.M.Jr: 

a: 
H.1l.Jr: 

a: 
H.K.Jr: 

- :5 -

Well when you 8&1- new money, then we don't aean 

the - thing. You buy your8elt eoae tax b1ll8 . 

Yee. 

And roll over the other8, aren ' t you. 

Mo - I ' m Just- I ' • thinking about - that's what I ' a 
calling you, 80 you oan be tbinking and oall ae b&ok 

toaorrow. The euggestion ie that when we etop t he 
nine month8 we begin aelling the tax bills, titty 
a1111on a week 1n place or thea. 

Oh - I ses. 

And continue that through until 80IIe t1ae in Deoellber 

and then start the ninety daye. 

Yea . 

I want to - I want to give you that to think about. 

Well I ' ll turn that over - I think it'e a pity not to­
There are two problem8 there, one 1e the problea or 
keeping the market (tade out ) and it you 
don't eell any to apeak or, ~ose rate• can be driven 
down to too }ow a level. 

Yee, but the ·point I want to get to you is, we don't -

believe it or not - we don't need any more 11oney. 

(laughs) 

Mow 

Well, I hear what you say anyway ••••• 

Whether you believe it - (laugh8 ) - I aean the beet 
tigure that we 've got now- certainly go through the 

15th without anything in addition to the titty aillion 
a week. 

Yes . 

See. 

Yes . 

17 

.llow -
are we 

ao the queetion il 1! we stop the nine aonthe, what 

going to IUbstitute, it's a question ot substitution, 
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not addition. 

Yea - yee. The other point il that I th1Dk it wollld 

be help!lll , fro• a Pederal Reeene point of T11w, 
to haTe more JanU&r7 and February billa out then. 

January and February. 
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Bille yee - 10 that if we - if we had to go in and buy, 

thereld be 1ome January and February bill• that we oollld 

buy, which would ott after the end of the year. 

You aean on a nine months. 

No, ni.nety days. Supposing that aoney tightens up 
around Cbrietaae t1ae. 

Yea. 

So that the Federal Reeene System has to do 1oae 
buying. 

Yea. 

TO put money into the market - if we can buy January 

billa, aay, wtuch ran ott -

I see 

After the turn of the year, it would be Tery adTBntageoue. 

Yea. 

We only haTe about fifty million in January billa now. 

Well, here'• the point - if we were going to 1top 1elling 

the nine aonthe, and start the ninety da¥•, I wouldn 1 t 

want to do it until - eo t hat the ninety days - the 1'irlt 
ninety dayl wouldn't mature until say, about the a1441e 

ot January. 

I see. But you wouldn't want to do it until then. 

Well, eo that the ! irlt ninety dayl would begin to 

mature, 1ay about the 1eoond week in January . 

So they oan start about tha ~th of October. 

That'• the idea. 

Regraded Unclassified



B: 

H.Y.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.ll. Jr: 

B: 

H.J6,Jr: 

B: 

H. W.Jr: 

B: 

H.ll.Jr: 

B: 

H.W.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.W.Jr: 

- & -

Yea. Well that's all right. I don't think - we oan 
( tade out ) 

But then t he other point, it we atari that, and we 
don't need any additional .ane;r, we won't ha•e anr­
eell anr additional tax billa into March. 

Yea. !'he tax billa are the .aat 1aportant in a • r · 

Pardon ae. 

The tax bille are 1aportant beoauae -

Well, that' a what I wanted ;you to sleep OTer, which 
ia more iaportant. 

I see 

I aean - it we atop the nine aonthe to sell ninetr 
dar• or to sell tax billa. 

I lee 

Now people here in the Treaaur;y lean toward the llaroh 
15th tax date. 

I see, ;rea . 

See 

Yea 

And then to start the ninety days atter Chrietaae 

Not till then, huh 

No 

llT goah ;you auat be rich. 

Well, we're coatortable . 

Well, tbat ' e •err good newe, I 1a glad to hear it 
ali¥WA1• 

But - I Juet wanted to get that to you, eo that -

Yee 

And I'd like to talk to you about it again toaorrow 

.. 
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- ooae don here fOil II: now. 

Yee - ooae don loaded. 

Well, at leaet -

At leaet intell igent - ae poee1ble . 

A• poea1ble. All r18ht 

All right. 

~ fOil 

Yee, eir. 

Ooodbfe 

GoOdbfe. 
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IIIIIOIWIDOII OJ !HI D.&!' I AC'fiTl! ID 

lept•Mr 27, 1937 

'ro: 'l'he locrotal'7 

fro•: llr. 118&111 

1. R ... hion of ..Wil>l.otr atin proYhlono of the ..... ....,. 1 ... 

llr . !r~r 1!bo to in ch3rge of tbio worlc dhcuaucl bio procrooo 
tn organi•in& the topiet to be coneidered. llr. Oliphant ha8 appointed 
" croup of oix ll&n t o do the actual work and they will begin upon 1t 
at once. We hope to complete t he reYioion in about oix montha . If 
it io well done, it will be in~ opinion the moot important &eeompliah­
ment in tbio field for t wenty ;yeare . 

2. !reat10! on tax OY&eion 

llr. ltin& h leaYin& tn another day or ho for GenOYa. lie feell 
hopeful thet t ho croundwork can be laid for troatieo for t he ucl>Mco 
of tax i nforuaU on between ouraeh .. and J'ranee, :Belgiua, Eolland, 
and poes lbly Italy and Slritserland. Sir Jrederielc Philllpo aoked 
that Nr. llns eo .. t o London at the clooe of the Geneva conference• 
for 1nforCI&l dhcut~iona with the inland rennuo aut bor i ties there. 

3· ReYidon ot ruleo of the :Baud of 'rax Appeals 

You will recAll thAt a Joint eoaaittee from the :Board of fax 
Appel<le and the General Counael' e office heo been workillg on a re­
Ylolon of the ru1 .. or the :Board. i'be work baa been ooaewbat illpeded 
b7 the r eelgnaUono of llo .. ro. Ru~toll R7an ..,d Lopn llorrio, 
llr. llorrh haYinc boon chali'IIIIJ> of tho eoai the. llr. Surre7 llbo baa 
oerYed ao oecrot31'7 ha8 put in a1 banda a draft reYlolon of tho ruleo. 
I think there will be difflcul t7 ln perauadi nc the :Board to &&leo theoo 
ehAngeo but I am 101nl to work on the aubJect ae eoon ae t he Genoral 
Counsel ' a office 1n41ea t eo ito approval of thoir propooala. 
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GROUP !iEETING SepteMber 28, 1937 
9 : JO a .m. 

Present: 

H. !oi .Jr: 

Oliphant: 

H.M.Jr: 

Oliphant: 

H.M. Jr: 

Gaston: 

Gaston: 

H. i4. Jr: 

Gaston: 

H.!.I.Jr: 

Gaston: 

R. r.& .Jr: 

llr. Magill 
llr. Oliphant 
:.lr. Lochhead 
Mr. Gaston 
:Jr . Hoa s 
Mr. Gibbons 
Mr. l ho!!!pson 

Soaething which interested me very much was a little 
line of_j'laley-Eaton in which 1t said, "I wonder if 
this '3s another Federal Reserve panic ." 

Yes, that ' s a marvelous line . 

Ha hal That ' s a marvelous line. 

Well , it was. 

Wha t? I don ' t think- what ' s their publicity man 
over there - I don ' t t hink be put that in. 

Elliot Thurston. 

Yes. 

i.nd would you mind, hall-seriously, balf-joki.ngl,y, 
telling the New York Tribune Bureau that my son Bob 
is not at Princeton with John Lewis, Jr.; he happens 
to be at Amaerst. 

Oh, he 's going to Amherst. 

Otherwise they ' re all r i ght. 

·~ell, they got this trora Princeton. 

Bob almost forgot to cancel his registration. 

Oh, he registered in both places . 

Ylell, be did originally - took his exlillina tions for 
Princeton ond passed. I told him all summer that be 
ought to write them a letter and tell t hem he was no 
longer planning to go there. Whether he did I don't 
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know. Be was pretty busy this summer - Honolulu. 

Who do they refer to as the pump-prim.iJI& gr oup ill 
Washington, Herbert? 

Uh •••• . . 
What? 

I don ' t know. 

Nell, it will come out. I don ' t tn!nk it 1 s Bopkills. 

Krs. Hopkins died . 

I know. 

Krs. Hopkins? 

Harry Hopkins • wife? 

( Nods yes) 

She ' s a young woman. 

Here's all I 1 ve got -which simply proves that I'm 

not going to do again what I did last week. I was a 

damn fool last week, worked every night. Not going to 

do it any more. This is from the British Embassy: 

"I have received a telegram f r om the Chancellor of t he 

Exchequer a sking me to convey to you an e xpression of 

his thanks to you for having kept so closely ill touch 

with him 11'1 th regard to the French situat ion. It has 

been a great satisfaction to Sir John Simon to feel 

tha t your views and his own have so closely coincided . ~ 

After it took him one week to agree with me l 

"illay I add, on beha lf or Sir Frederick Phillips, 

llr. Trentham and myself a special word of thanks for 

your courtesy in giving up so much or your valuable 
time last week and for the princely hospit ality with 

which you honoured us on that delightful visit t o 

!.fount Vernon." 

All very nice, but I •aint• goin ' t o do it again. 

I•m paying for it this week. 
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Arctue? 

I've given you everythilli I bad for ttus 110rn1q. 

In this room, it's very interesting, the fact that -
we just don't know what the answer is; we've checked 
up now all around the world - the Japanese have 
stopped selling gold. ~!tiler they got enougb money 
or tbey 1 re afraid to sell more on account or the 
reaction at bome . But the fact remains that since 
the 9th of September we haven ' t r eceived aQT gold. 
And tbey tried one shipment to England of what? 

Four million. 

But previous • • • • 

Well, they shipped three weeks ago - previous gold -
j ust arrived. 

For over three weeks, they practically haven't 
shipped any gold? 

Three weeks, haven't shipped any. 

The question is, "Button, button, who's supply1D& 
them with the money?" Just passing a little gossip, 
that's all . 

llr. Gibbons? 

I've got two things I 1 d like to see you about la tar on. 

Wel~, Mr . Jesse • • •• 

No hurry. 

Well, Jesse Jones comes in at 10 . Now, if it1 s anyttunc 
about Black or Landy, you better say it now. 

No, it ' s not about Black. 

About who? Not Justice Btack? 

No, no, that 's official business. 

Wow I've got one thing for you. I'• not goinc to 
accept that sugcestion for the Internal Reveaue 
Collector. 
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Reynolds? 

That isn' t his name , i s it? 

Yes , Arthur Reynolds . 

And you' ve got t o pass it down. 

Jim Farley passed it, s o I jus t ••• • 

And I ' rn not going to clear it. I won' t accept it . 

. 85 

The last fellow was a crook; I had to fire hi .m. The 
best he could ever earn - tbis fellow - wa~ two thou­
sand dollars . Perfectly true, Jim Farley says he ' s 
an honest man and be ' s got a clean r ecord . .'/ell, llr. 
J ones , my doorman down here - you can check up on him 
and he ' s an honest man, but I wouldn't make him 
Collector of Inter nal Re venue for Balti more; and I 
think he ' d do a better rob t han this fellow he sug­
gested . hnd I think it s bad policy i f you have to 
fire a man and t hen take on somebody el se you may have 
to fire . 

I asked Herbert to do a little checking , because he 
worked for Bill Uyers, and what be did for Bill Myers 
was to interyiew people wanting a job, and t hey pai d 
hi m tNo thousand dollars. And after he left t hat , he 
got a job for $1800 . And that ' s tbe man they want to 
make Collector . After ha ving made an ass of him for 
one year, I s hould think they'd come along wi th an 
outstanding fellow. I nstead, they give me a clerk. 

Congressman Ryan was up and sai d there was a namesake 
of Tom Gibbons, the ex-prize f i ghter, a college 
graduate, you could appoint. 

There ' s a letter there ••••. 

Thi s man here, Commissioner of Labor , says Einar 
Boidale - be would be an immensely better appointment 
than this man he mentioned. 

Would you mind turning that 
Steve afterwards what •••• 
responsibility? 

over to Steve and tell 
Will you a ssume this 

This thing was jammed right through. J im called me 
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on Saturday and wanted me to g et hold of you. 

I'm not going to do it. 

I haven't seen this Reynolds report at all . 

I•m not going to do the President a disservice. 
I ' m not doing the President any serVice t o appoint 
an $1800 clerk Just because he ' s honest. 

Yes. 
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It is certainlY an awf ul reflection on the Democratic 
party tha t the only person that is honest in the State 
of Minnesot a is an $1800 clerk . 

Hones ty extends no higher. 

Jlell, honest in that you can• t find anything else 
against him. It•s ridi culous, and I 1m di sappointed 
thct the thing has come up t o me all signed and every­
thing else . 

Well, I didn ' t see it. 

No, I'm looking at ThoMpson. tlo red flag on it, 
ThoMpson . 

I gave it to Miss Chauncey . I thought you had given 
instructions to make it •••• 

No, just to get it ready. No red flag on it, I mean. 
Well, anyway • •• • • 

This other man was a candidate for Senator . He was 
a candi da t e also. 

'Nhy i s Hoidale' s name so faMiliar to me? 

Be was Congressman and then DeMocratic candi date for 
Senator, a nd t hen be later had soMe job, I ~h1nk 1 in 
the Far m Credit set-up. 

I should think they ' ve had an experience here recently 
about rustling people through. Don't ~te ever learn any 
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lessons? I mean the r eason I 'm saying this is 
so that you (Gibbons) can repeat. "This i s whet 
~enry told me." See? Do you get the point? 
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The answer Will be - he gave it to me - that the 
Party was in such bad shape out there, and Just as 
soon as this other fellow was out they wanted to have 
somebody put 1n his place so there wouldn ' t be a 
wide-open f ight. But that ' s nonsense . 

I know this much about public relations, not 
politics. If you want to have people forget we 
had to fire the fel low, then give us such an out­
standing fellow that they will forget; but no t 
immediately begin to say, •Wy God, look at this 
f ellow." 

And particularly in a community like this. !lot 
like !lew York, Philadelphia, some bi g community. 
They take toeir politi cs seriously out ther e. 

And they 6now their people . 

Sure they do. 

Do you mind my p1no1ng this on you, and you ' re simply 
quoting me. I hope you agree . 

Oh, absolutely . V.bat you have Just told me is the 
first I ever bear d about the fellow. But if he's 
an $1800 clerk, absolutely. 

They say he worked for one of these subsidiaries of 
Farm Credit . We asked Bill Wyers, "What about this 
fellow? " Well, Bi l l had to stop and think. They 
couldn' t find him. 

Now, the other - what you•ve got isn't pressing? 

No, no, that ' s just a lot of nast y gossip. You know 
the thing I menti oned to you yesterday . 

Yes. 

It smells lousi er t han this thing out there . Nearly 
everytning that was done was done 1n cash, currency. 
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Not so good. When you 8lt through. Good juicy gossip 
might cheer me up . I don ' t want a~thing depressing today. 

Thomp:an, yo~ decks clear? 

Al l clear , yes, sir. 

All right. 

Georgie? 

• put this bill stuff on a sheet somewhat similar to Danny. 

Yes. 

And changed ours somewhat and also changed Danny's 
on the same design, so you can see the • • •• 

Do you mind telling me what you recommend to take the 
place of the 9-months? 

Of the 9-months? 

(On phone) Bartelt on the wire. 

I mean what do you recommend? Just tell me. Wbat 
do you recommend? 

Well, it's Just a question of when. It runs this 
W!Q'. On the 22d we ' re issuing - continued to i ssue 
9-months - 22d , 29th, October 6th. 

Wai t a second . 

(On phone) Hello, Eddie . Can you bring down to that 
Open Market Committee at 11 o ' clock tomorrow the usual 
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thing which Bell brings, which 1s an estaate of 
wha t we need in the way of money ~om now until the 
15th of December . Who makes that up for Bell? 

Well, you bring i t down at 11 o ' clock tomorrow. 
Because when I told Burgess that we d1dn 1 t need any 
money until the 15th, he wept bitterly. - Yes, 
because he said the Federal Reserve have only SO 
mill i on dollars maturihg in J anuary, and what are 
they going to do in case t hey have to go in and buy 
some s tuff? They1d . actually have to put in fresh 
money. All right, 

You know, it ' s reall y -he wasn ' t Joking; he said, 
"~Y God, we have only SO million dollars maturing 
in January, and supposing there is a shortage.• 
He says , •What are we going t o do? We wouldn't 
have aey bi lls to r un ott . We wouldn ' t have any 
odd money to use . • 

That i s something to worry about. 

Now, he says, "What are we going to do? So i f there 
is a tight situation over Christmas, if you don't give 
us anything no11 t o buy, we don ' t have anything ma turing 
in J anuary, we ' d have to actually increase our port­
folio.• 

Spoil tha t nice authori zati on. 

And t hey ' d act ually have to use it. 

That's the point . 

Well, what do you suggest? 

Well, .• • • 

Oh, come on. 

Her e ' s the 273-day bi lls; here's the dates; i ssue 
four more of them, up to the 13th. Then we run these 
t ax bi lls into ~arch. 

Yes . 

And t hen down here •••• 
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That 1 s enough. 

Down he.re the 91-days start. 

All right. I told him the 13th. But this is the 
taxes . How many t axes? 

1 - 2 - 3 - 4 - 5 - 6 - 7 - 8 - 9. 

90 

Nine - 450. And then you start the 90-days on the ••••• 

On the 22d of December . And then t he certificates 
we 're doing on the 15th. 

300 million. Don' t do that. 

0 .~., drop t hat out. 

And do it down here when you do need it. 

No~ Danny's i s a little bit d ifferent. 

I know. 

You' ve got two sheets. That ' s Danny 's suggestion. 

What's that? 

That ' s D&.rul)' •s suggestion, aDd the only difference 
is that down here we di dn ' t want t o start a hundred 
mill ion dollars just before the llarcb financing, so 
we modified to get away from that. That's the only 
diff erence. 

These fellows can't get used to it here. Kay not 
need new money until the 15th of December; may not 
need it then. But I got a great kick out of bearing 
Burgess; really, be was upset. So I repeated . Be 
says, •You don't have to yell at me . I know it tbe 
first time.• 

You' re (Thompson) all right? 

Yes. 

I'm clear. 
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Have you beard - did you see what happened on the 
automobi le stuff in the Times today? 

No, I didn' t . 

Nent up t bout 20 notches. 

On their index? 

Yes . 

No, I didn' t see that. 

Is your boy back? 

No. He may be on the wire trying to get me now. But 
he is to call me this morning. ~ither that or he's 
back. 

(On phone) rind out if Henry Murphy is back from 
Detroit - in Ur. Haas' office. Please. 
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Well , that would line up somewhat with the information 
that they ' re going back into production·. 

Automobile index, Times, jumped from 108.7 to 1)3 . 6. 
Just as a matter of interest I called up George Haas 
and a sked aim to send a man out to Detroit to find 
out 'll'hen this automobile thing was going to turn, 
because I thought it was one of the most important 
things. So she' s Jumped. 

But the thing that doesn ' t check here - it says the 
Ford ond Lincol .n plants were closed completely. You 
said they were in production. 

7he story 1 got was that they were working on old 
models; the t v1ould keep some of t hem open. Tba t 
wasn't Henry ' s check. 

This would make a terrific difference in the Times 
index next week. 

In the steel index too. 

Yes, I know. All right, George. That meeting this 
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afternoon with all the boys - I 1a going to bave it 
at 2 :30. I mean on this question or econo=r, budget. 

Oh, 2:)0 . 

2 : )0 . 

(!lods nothing) 

You reeling all right? 

Yes, yes, I ' m O. K. 

Vlhat? 

Yes, I !eel all right. 

There ' s a question - the Attorney General gave ae 
tnet - gives you this author ity to - gives us 
authority to go out and find it somewhere else, 
having ! ailed twice to get competition. 

You•re going - we ' re asking him to give us something 
so that we can go out somewhere el se a nd buy t ires, 
is t hat the i dea? 

(Nods yes) 

Hello (On pbon.e) 

llurpny is not in. 

Thank you. 

I lrno'" wha t they're going to say , but I want to get 
t heir opinion so as to keep ow• records straight. 

Di d·tbey bi d? 

Bid simultaneously . 

Then why do you need thi s? 

I Jus t want the record . I 1ve got t heir verbal opinioa. 
But I don't want their •• • • 

But you don ' t have to use this? 

Just to keep our records s traight . 
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They 're not biddi ng in open bi dding . 

We ' re acting on tlle authority which this will 
forma l l y regist er; namely, having tried to get 
competitive bids twice, then under the law the 
Government i s entitled to go out and buy a s best 
it can. 

You know t his, you've got it pat, and I haven' t . 
Twice 'lfe have t.Sked for bids s nd twice they were 
i dentical. And now, on the thi r d time, we have 
gone out and gotten Senrs-Roebuok and they 've come 
in with something lower . And this is t he authority 
to olose, i s t hat the i dea? 

Tni s conrirms t hei r previous or al opinion to us . 

Do you think I ought to s ee Captain Collins? What? 

J us t telephone him . Gi ve you very interest ing news . 
I 'd Just oall him . 

All right . You stay . •'·e ' ll call him. 

Miss Chauncey gave me this t elegram, sent it in t o 
me. 

Well, thi s fellow ' s been phoning all day and be ' s 
an a ttorney; I don ' t see lawyers . 

I•ll see him . 

But you bett er get from Wayne Taylor the memorandum. 

'llel l , I know the story . 

I don ' t . But he ' s an attorney and I tol d Kieley 
to turn him over t o you, that f don ' t see l awyers . 
I mean if there 's an a~onium s ulphate company, one 
company - I think he r epresents an association, 
doesn't be? 

(llods yes) 

I won ' t see him. If the President of a company wants 
t o come down and s ee me , all right , but if i t 1 s an 
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association and I don' t belong t o •••• 

Is that a dumping case? 

Yes . Laurel Curtis ' husband 

Domestic concern. 

It ' s an association. 

Yes, I know. 

I •ll see him; I ' ll take care of i t . - . . ... 
Nothing. • 

All right. 

Regraded Unclassified



H.M.Jr: 

Operator: 
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H.M.Jr: 

Col l1na: 

H.M.Jr: 

c: 
H.M.Jr: 
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H.lt.Jr: 
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H.&I . J r : 
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H.&I.Jr: 
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H.II.Jr: 

C: 

H.~.Jr: 

C: 

Hello 

September 28, 1937 • . 
9:158 a.m. 

Adairal Peopl .. won 1 t be 1n at all toda7. I han 
Captain Coll1ne tor you. 

Go ahead . 

Hello 

Good morning, eir. 

B1r Captain Collins . 

Yea, e1r. 

I hear wa 1Ya got a good bid on t1rae. 

It looks that war air, yea, e1r . 

Tall me about it. 

Wall, the pricaa apparently - I wouldn't want to ear 
detinital y how much ot a reduction it is but it looks 
like probably a tan to a twel ve par cent reduction. 
I'm working on the tabulation now, air. 

I eae. 

Theae people came in yeaterdar morning through the 
oourteay ot Leon Henderson ot - Harry Hopkins eant up. 

Yea . 

- and oataneibly to give ua eoma adYice aa to where 
the eource ot supply was, and when they got hare they 
became Yery much intereated in it, and they haYe eub­
mitted the price list - ie what it really amounta to, 
e1r. 

'llho ie they 

Beare and Roebuck. 

tlh-huh. 

And they haYa tirae aanutacturad by tour coapaniae -
practically the total output ot thoea companies 

and while they do not bid on all the 1izae 
they do bid on all ot the popular eiz ... 
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Yes. 

And they take- there's no bid at all however tor ~oh 
th1nge a1 aeroplane t1rea and epaoialt1ae, euoh aa we 
have oarriad on a schedule in the paet. 

Yea . 

I aa laying it down now, Kr. Secretary, in order that 
we uy have a picture, - ae I told Mr. Ol·iphant last 
night, a picture ot the whole transaction trom etart to 
tinieh, and until I can get thAt laid out and 1ee how 
it attecte other ·tire pricea on which bide had been 
received, why we wi.ll not ltnow Juet what the reduction 
is . 

Well, now, when you've got it ready, and it 1 a all 
ready t or deciaion, let ae ltnow and I want you to come 
over here. 

All right, alr, I'll be over. 

Righto. 

Thanlt you, eir. 

Becauee .I'a- th1e ie 

Sir . 

!hie i1 a aatter both the President and I are inter­
ested in. 

Yes, air . Well, I'll be in contact with your ottioe 
a1 soon ae I tin1eh. 

1'banlt you. 

1'banlt you, 1ir. 
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H.M.Jr: Hello 

Operator: Mr. Henderaon 

September 28, 19~7. 
10:00 •••• 
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H.K.Jr: Leon Henderson 
Leon 
Henderson: Yea, sir. 

H . ~.Jr: Korgenthau 

H: Yes, Mr. eeoretary. 

H.U.Jr: i Just want to tell you how much pleased I am on the 
aasistanoe you gave us on that tire business. 

H: Well, I'm Just holding =7 breath to aee whether it 
works out all right, I don't know -

H.K.Jr: Well, I Just talked to Captain Collins, and I told h1m 
both the President and I wer e very much intereeted 
when he's got it laid out, and he knows where he's at, 
to come over and see me. 

H: Well, that's ewell. Well, now I tell you- what I 
th1nk would be a good idea, - now you're going to talk 
to Herman about it, I think it would be a good idea 
to anticipate some ot these th1ngs and look ahead to 
new lettings where we've had identical bids in the paet. 

H.M.J r: I know 

H: I've always felt - one ot the things I've wanted to talk 
to you about, and never really got around to, I believe 
the Government ought to oentralize all ita information 
about the - eay, pretty largest industries, particularly 
thoee with which it has dealings and Wh1ch policy is 
concerned. When you get into a situation like oil, 
rubber or ateel, t here 'e a great difference ot opinion, 
and the information on which the Government oan base 
ita action ie scattered all over - all over all the 
Departmente. 

H.W.Jr: But that euggeetion ie so practical 

H: Md-

H.M.Jr: 
o~e will 

Mo t most likely pay any attention to it. 
H: You people down in your Procurement have a olossr 
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oontaot w1th 1Dduatrr, than praot1oall7 &DfODa alae. 

Yea 

And - I 1 a golDS to tall to Ha~ to aee whether 1 t 
oouldn 1 t be workecl out. 

I don't aee wtv 1t oan't, unleaa the f'aot that 1t1 a ao 
praot1oal, 1t k1lla 1t before we atart. 

How are rou feeling after rour tr1p? 

How do I eound. 

You aound prettr good, I'll tell rou. 

o.~. 

Well, I hope to aee rou aoaa eYen1ng. 

I hope ao. 

All r1ght, Mr. Beoretarr. 
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H.I!,Jr: 

C: 

H.M.Jr: 

Hello, Cochran. 

Yea, 11r. 

'fha t do JOU know 

September 28, 1937, 
12: 06 p . a . 

The situation 1e a little nerYoue here but not quite 
so much preeeure ori the franc. 

I see 

Money is awfully ecaroe tor the month end eo we can't 
tell much by it . 

Uh- huh 
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Yesterday and today on each state operation the control 
ie lese than one hundred billion trance 

Yesterday 

Yesterday lese than one hundred 

Yes, a hundred million france 

A hundred ail l 1on trance 

And how auoh toda7 

I would ea7 1 t was lees than one hundred 

Oh, eo between - in two days theJ'•e done about two 
hundred million 

Yea- I'll get t he dispatch ticker tomorrow but that'• 
the eetiaate I got. 

I eee 

1fel1 -

I expected a circular out today following that etate­
ment at the bank last night. 

Yee 
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lhlch wont expect banlte to retrain t'roa ticker 
operation which were not ot a coamercial character. 

Ieee 

100 

And aleo to ghe bank notee onl,- to bona tide 
while the ruaored it aight ooae out, t he ruaor 
on the market is that the llinieter ot' Finance stopped 
it. 

I - I called my t'riend and he asked me to come out and 
see hia in the morning. 

I see 

So that 

Well, how much longer ie thia going to laat. 

It'e awfully hard t o eay, I got atraight int'ormation 
thle - the 28th, that t he statement on Thursday would 
not show any new advance to the 

llh-huh. I see 

So the thing ia up in the air. 

Uh-huh. All right, I Just want to check with )"O U 
personall)". I - I hope the Belgian thl.ng Will qui et 
down a l i ttle bit. 

I think that ia - it looked a little better today. 

Yea 

And I - beoauee my worry about thia whole thing wae, 
that it aight atart aome ot' t hese nearb)" getting 
nervoua . 

H.I!. Jr: Yea 

C: 

H.M.Jr: 

0: 

And t hat the,-111 be 

Yea 

euaoeptible. 

But toda)" it looks a lHtle better and I t hink that 
man may hold on, now. 
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llh-huh 

OoUl when? 

Deoellber 

I eee 

- :1 -

At leaet, that'• ay pereonal belie! that it will get 
out then and go into the banks. 

Yee 

I - I'a not eure ot oouree, that1 e 117 bope . 

O.J:. .Ul right. 

And here - ae you know t he election 

Yee 

!hen they have a radical eooialiet convention on the 
28th ot October. 

Yee 
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!henParliament would like to apeak on the 6th - about 
t he 6th ot November. 

Yee .Ul right. 

Whether anything will happen and when, 1e still a 
question • 

.Ul r1gbt, thank you. 

You have no change in your plane tor ae, ie there • 
• 

•o you'd better et1ok there and eee thie thing 
through until it either gete better or woree. 

Yea - that's what I !eel too, beoauee-

You mean there'• no eenee ot ooaing over here with 
thie thing pending. 

Oh no, no, no thie 11 the inter11Ung place right now. 
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c: 
H.M.Jr: 
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C: 
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-. -
Well, - at1ok 1t through unt11 tt get• better or wor11 

Well, I thlnk wa 111 know ao.ethlng w1th1n the DIXt 
ten~· · 

All r1ght 

M.a:rbe the week, and 1! I ... on the war hoae -
1tid be -

No, no, rou oould serve u1 auoh better b7 be1ng there thin be1ng on the water. 

All right, it rou t eel that war I'• verr 
All right 

~ere 1 e nothing aore right here. 

All r1gbt 

Goodbye 

Goodbre. 

Regraded Unclassified



P.f.RAPHRASJ: OF TELIXliUl! RECEIVED 
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m01.1 COCHRAN. ULTRJ. COUFIDENTIJ.L. 
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Re my telegram No. 1345, September 25, 2 p .m. The 

letter as drafted by Bonnet wae duly signed and delivered 

to the Bank of France . I n the letter Bonnet practically 

called upon the Bank of l"rance for an explanat ion aa to 

why the French monetary sitUILtion bas not improved in 

spite of the policies which Bonnet bas followed. Bonnet 

intimated that the Bank of Franoe should take stronger 

measures to check speculation against the franc. The 

preparation of a reply was immediately begun by the Bank 

of France in which no reference was made to politics. In 

it the point was maintained that the reason for the in­

o.bility of the stabiltz.ation fund and the Bank of J'rancw 

to improve the currency situation lay outside the technical 

monetary field . 

The Bank, acting upon the suggestion in the letter that 

steps to check speculation be taken, called a meeting for 

6 o1clook on l.londay evening of leading Part• bankers , aa 

I reported previously. The Bank of France at this meeting 

sought pledges of cooperation wbiob involTed limiting future 

exchange operations against the tranc to purely ca.mercial 

t r ansaction• 
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transactions aDd only giving bona fide travel er• foreign 

bank notee. Plane were made f<Jr ieeuanoe of a oiroular 

letter to the banlte the folllow1llc aorning. 

However, before the oiroular could be iseued yeeterday 

mondng, Bonnet got in touch wUh the Bank. Bonnet e&id 

that he had thought over more oaretully the leiter he had 

sent to the Bank; ainoe he particularly deeired to avoid 

any possible appearance of controverey between himeelf aDd 

the Bank Governor, he had decided to withdraw the letter aD4 

asked that the original which he bad sent to the Governor 

be canceled. Thie ne agreed to by the Governor, who 

also stopped preparation of hie reply to Bonnet. 

Bonnet told the Bank Governor , alao, that he did not 

believe the Bank should bear down too severely on the banb 

along the linea which had been dieoueaed at the aeeting 

the night before. Therefore no circular letter was ieeued 

by the Bank of France. Ky friend• are of the opinion that 

bankers who had attended the conference - and Lazard in 

particular - who have very close contact with the Kiniater 

of Finance reported to h1a after the meeting what took 

place there aD4 set forth their objections to the proceed­

i ngs. Offioiala of the Bank of J'r&noe decided that on their 

own responaibiU ty they would continue to do what they could 

to oheok apeoulation against the franc, but they realized 

that the market would mow that auoh efforts could not be 

very vigoroue in view of the abov .... enttoned oirouaetanoea. 
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There is a story in today ' s press of the cooperation which 

Paria banka haYs pledged in helping the Bank o! J'ra.ncs 

to check apeoulation. 

'l'he market this morni~ reacted very strongly againat 

the trano, ae fully anticipated by the Bank of France 

offioiala ae a result of the above development• - which all 

of the bankers who attended the conference knew about or 

at leaet suspected. The field seeme to be lett fai rly clear 

for bear epecu.l&tion in view of Bonnet ' • public inti•ticns 

that further gold resources of the Bank of J'ranoe itself 

will not be ueed to supPort the franc, the promiaes o! 

the Government that exchange control will not be impoaed, 

and in view of the lolinistry of Finance now failing to back 

up the informal r estrictive measures which it -• contemplated 

the Bank of France ebould inaugurate. The French atabiliza­

tion fund ia, of course, the main obstacle. The fund by 

11 o' clock thie morning had been obliged to yield a l ittle 

over one million pounds of sterling at lt4.80 operating 

through ita own trader and through the Societe General• and 

the Oomptoir. 'l'he losses for Monday and Tuesday of thie 

week eaoh day were leas than 100 million franca of foreign 

exchange. 

The Bank of Spain for several years has had on deposit 

in France gold aa security for a franc credit trom the 

Bank 
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Bank of rranoe; I ba·u been moat oon!identially in1'or•e4 b 
tbat deoiaion baa been reaohed by the Valenoia GoYern.ent 
to pe.y o!! the franc loan. The Valencia GoYern.ent baa 
sold :h gold to the rrenoh atabilhation !UDd 1n order to 
procure the 1'ranoa. with the reeult t hat the gold holding• 
of the etabilhation fund are now inoreaeed by a little 
over one billion rrenoh franoa . 

Ky in1'onante are of the opinion tbat the letter 
drafted by Bonnet to Oh&utempe (which I preTiouely mentioned) 
baa actually gone forward; thie howeTer has not been con­
firmed ae yet . Ky usual in1'ormante and other sourcee ba't'e 
convinced me that ther e is aoti't'e political maneuYering. 
80111e aotion may be hastened by renewed pr esaure em the 
1'rano . 

END KISBAGE. 

WILSOJ. 
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Septettber 28, 1937 

fo: !he Seeretar.r 

l'rOOII llr, Wagi.U 

SubJect: Conference with Consreeaaan 7red w. Vinton­
Rei Revenue prol!!'am for 1938 

llr. Vinaon a&id that he would be in town eont1ououaly during the 
tall. l!.e t boUI;ht hla aubeo•Htae of the l~e and Weana CoiiiDittaa 
would all be re~ t o eo.., to laehlncton early in Wonaber to b~n 
worl< Uj)Oft the propoaed revenue bill . He a&id llr. DoU&hton 11&4, aa 
ho put it, • a worn in• each of the Ilea bore of tho eo-a! ttae with a 
•1 .. t o insuring peaceful and obJeetiTe eonaideration of the Tarioue 
propcaala. He anticipated, bowner, that we would ha•e difficulty on 
particular aubJeeta, aueh ao pereent ace depletion and coamunity property, 
!ron auch aen aa Conueo,.oan lluclc and Dlanay, froa California and 
Olclahollt reepectinly. He thlnke, bowner, t hat we will be able to 
eU:oiute percentage depletion or cut 1 t down in acae ~ ao aa to 
in1ura & lar&e iacraaee in re~enue. 

llr. Vi neon 1a Teey &!\Xioua to l<eep the budget balanced and to 
eUainnte no taxea unleae we can be aura of obtaining an equlTalent 
NIIOunt of revenue from oome other eource . He o&id he tbou;:ht the 
sentiment of the country wao not in faTor of eliminating the tax on 
capitol g&ina. Eo thoU&ht U •ight be wall to tax Cll!)ital pine at 
a flat rate and he 1a toTing with t he idea of aome form of tranafer 
tax to be collected a t the timo of the eele . He belieTea that one 
b3a1c t rouble with our preaoct r e• eauo oyetea io too long deferment 
or coll.actiona of t...:ea attar the tranei\Ctione han occurred and, 
hellCe, ~ .. would like to s ee the introduction of proTiaiona for with­
holding t he tax at the source, particularly in the case of aalariea 
and pouibly in the ease of tranefare of propart y . Tou will recall 
that hle laet week'e preae release eucgeeted the po18ib111ty or with­
holdins t he tax at aouree on aalariea. 

Eta preaent thou;:ht ae•a to be ei thor t o retain the undiatrl but ad 
prc1'1 to tax without INCh chango or to return 110re nearly to tho pro­
Yiaione or the houae bill on the aubJact. If thia were done, he ailht 
be wil ling to repeal the capt tal atoclc tax and the noraal tax on 
eorporaticna but he io doubtful about the repeal of theae two latter 
taxeo o~ account of the amount of reTenue inTolTod. 

He thinka the upper rateo of the estate taz and probably the 
i nccDO tax aro too hlgb to be of!eet1n. 
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Be cont .-pla t .. tho repeal ot onl:r a hw ot tho oxc1 .. ~·• oa 
account ot hie bu1c d .. ln to ltoop tho t otal 'I'Oluao ot rn'oDu up to 
ito prooent l eYol o 

Bo 110uld 11lto to do • o•th1nc about tax-ox.-pt 'bozulo boot he 1o 
not •err clear u to wbat abonld be dono. 

In general llr. Tinoon waa nr:r tr1111dl7 aD4 I han t ho t.pr .. oloa 
that U' we eononlt h1a in a4Yanco he will bo quito open t o our _ .. _ 
tlolll• I u sure that he realheo hio ch&lraanthip of the wbco•itt .. 
¢ no him an excellent chance to lncree.oo hit reputation aD4 that tho 
beet Wf>¥ to 4o 1t 1o t o work w1 th the treuur)' at olotol7 u po11i blo. 
He hae not aa ¥et dono lllloh thinkinc about epecltic propoo&l.a. In a:r 
Juclpent lt will bo to our a4Yante.ga to dhoull our qJor reco .. n.S.. 
tiona w1 th hia pr1 ntol:r eince I think that i n that 'fta7 wo oe.n gonoral}J' 
secure hie otronc wpport . I told hia t hat I would get in touch w1 th 
hia &gain w1 thiD a week. 
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I! the President wants to do it and it he aeana 
what he sa7s, that ther are not going to make anr more 
commitments to WPA, then I suggest that the7 turn the 
whole o! WPA over to the RFC !or liquidation. I told 
this to Jesse Jones and I could tell that he was 3ust 
crazy to have it. He said that all o! these lending 
agencies should be !itted together and headed up b7 a 
busi nes s man which, o! course, be says be is. 
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COMMIItiONKft 0 , 

ACCOUHTt AHO OIUOt iH 

TREASURY DEPARTMENT 

OPI'ICC O P' THa 8KC:RftARY 

WAaHINGTON 

J. conterence -• held in the Ottioe of the Secretary of 
t he Treaaury at lOrOO o ' clock, a . m. , September 2$, 1937, tor the 
purpoae of dhcuaetnc the uti-ted receiph and expellditurn of 
the Reconetructlon lln&nce Corporation tor the tiaeal year en41nc 
June 30, 1938. 

!here were preaent at the conterence Secretar,r Yorpntbau, 
Honorable J eeae Jonea, Wr . Mullican ot the Reconat ruction 11D&Dce 
Corporat ion, W. u ro. &.1le7 aDd Lawton of the l!u.reau ot the Bu4cet, 
and !U'. &.rtelt, Co•lnlonar ot J.ccounte and Depoaih . 

ta-, Jonn preeented to the Secretary a letter dated September 
28 , 1937, in which be atated that the Reconatruction 7iD&Dca Corpora­
tion bad aubmitted to the Bureau ot the Budpt, tor includon in 
the 1938 bu4get, an eatimate of diabur .... nta in ezc••• ot receipta 
of $148, 500,000, and thet tbh eatlmate bad been challced by tba 
l!ureau ot the ~t r..,., a nat diabura•ent of $148,500,000 to net 
receipt• ot $150,000, 000, a difference ot $298,500,000. 

I underatood Wr. Jones to 1&7 that be bad receind a letter 
from the Preddent eOM tt.e ace requutlnc thet the Reconatruct1on 
Finance Corporation iapro.e ita caab poaition with t he Treaaury 
during the !heal y ear 1938 to the utent ot $150, 000, 000. l &lao 
understood llr, Jone 1 to aay that be took tbh to •an tbat tbe 
lmprove11ent reque ated by the Preaident w&l to be made in r elation 
to hie net dhbur-nt ntiaate prevlouely aub81tted to the Bur•• 
of the l!udpt . 'l'bh would practically balance tbe lleconatrv.oUoa 
Finance CorporaUon'o bu4get on a caab bade for the fiocel year 
1938. Wr. Jonel i ndicated that if the &toonotructlon 11nance 
Corporation can reach tba Budc-t eotiMte ot $150,000,000 in ezceu 
ot reeeiph durin& the fiocel 11ar 1938, that 11 ell tll&t could be 
ezpected, However, be aeaured the Secretary ot bh tulle a coopera­
tion 1n the Secretary'• effort to reduce the bu4slt deficit below 
the eot1•ta ot $418,000,000, •• eub8itted to the Concreu in the 
Pruident' o W.uap ot J.prtl 20, 1937. To tbh e nd, ba will hen 
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a caref\U ual7a1o aa4a ot the ut1Aato4 rocoiph aD4 ozpoll41\vu 
ot \be lleoona truc U on J'iAance Corporation ell4 rill t'IU'n1 Ml U.. 
S.crota17 rith a o\at•ant ~ U.. bo4- rock fi&'QJ'u on t eioh 
the Secret....,. can abeoluh}T 4epell4, plue \be 1144iUonal • out 
ot receipto wbich \he Roconotruction finaaoo COrporation •icbt 
depoalt in the !roa1UJ7 it it ph 0 \ba breako0 , llr, Jonu rill 
aloo turlliMI tho S.creta17 rith a liot ot the ...,or proJech 'IIIIich 
enter into the picture, 

llr . Joneo .. ntionod the tollowinc UlldilburMd co•itDOnto 
which are outetandinc at the pr11111t tiler 

Loua • • . . . . • • . . . • . $ 620, 703,0CX> 

eo..od1t7 Credit CorporaUo11 
(includinc $150,000,000 t or 
cotton) •• •• ••• ••• • 

Rural Kleetri!ication Adaillio-
trat1on • .• • . • • • • • •• 

Allooatiollo to other OoYorn­
eontal aconeieo, ot Wh i ch 
not .are than $5, 000, 000 
will probabl7 be uood , , , 

22'7. 000, 000 

41 ,900,000 

137,247,000 

.Yonc the ..,,., ilport.nt ite-o included iA the $520, '703,000, 
of und1 oburoo4 eo_it .. nto tor loco, llr, Jonoo •enUoAed the 
follorinc r 

$48,000,000 !or t ho Koot Rinr f'unnol ( 'IIII ich 
rill be di oburood oYer a period 

. or apProz iaato}T 4 :roaro); 
$28,000, 000 tor the Hudeon !'ube (which will 

be dioburoed onr a period ot 3 
)'eAZ'I) ; 

f90,000,000 tor Jobo in the Metropolitan Water 
• Diotriet i A louthol'll California; 

$63 ,000,000 tor elo11d boml<o: ""' 
$40, 000,000 tor drai"ACC and irric;atioA diotr1ot o, 

llr, Joneo ac;rood to .. boit hie rorl11d uti-he within tho 
nest week cd rill haTe c otbar eontoro11eo with 8oereta17 Morcont~ 
at 10:00 o'clock ..... OD October II, 1937, tor t\lrther dhcuuiOII or 
tho o1tuat1 on, 
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fbtre wae tbe~ .... 4ieoueeion with reepect to the Public Work• Adaini etration procr ... with particular refer ence to the Mc:uriU .. which the llooconetruction lin&nce Corporation will buT fro• Public Worlce .U.inietraUon, llr. Jooee •ntione4 .., un4er­otan41nc which the lleconetruction J'inance Corporation hu with the ~blic Yorke .U.inietration to teke o .. r $99 ,000,000 of eeaaritiee ~jtequired b7 Public Yorke A4ain1etrat1on in connection with the laet Rinr 'l'wmel, Hu4oon 'l'llbe and a few other u,jor projeoh. llr. Jonu allo 1D4icate4 tbat he bad tent&tiTaly acreed to take fro• Public Iorita Adainietration certain Mcuritieo now held by Public Yorke AdaWotratio~ (aaountinc to approzia&tel¥ tl20,000,000) at 66-2/3. (llr. JoDea 1&14 thh in!o...atio~ ohould be repr4ed •• otrictl¥ cont1dent1&1.) 

llr. Bartel\ ca~• t he followinc ticuru aa repruentinc the und1oburee4 coa1 tllenh of Public lorko Adoliniotr&tion &114 the .. ti•ted caeh outlqe by tiecal yeara in connection with euch c~itaonta according to intoraat1on tarniahe4 b~ Wr. Mazey, Chief Accountant of Public Worke Adol1niatrat1on. -- (In ailliona) . 

Loan a 01-&ntl Houaincs:f 'lot&l 
Coa,i teen t • . • • • $ 206 $ 384 $54 ·~ 
Caob dioburo ... ntel 

(eot1a&te4) 

$ as?AI 1938 • $ 145 • 200 $42 1939 • 61 164 12 m}J 1940 • • • • • • 20 20 
'lot&l . • • 206 • 384 tM ·~ AI hcluain ot $15, 000, 000 tor adainiatratiTe ezpenMI• }/ hcluai~e of $9,000,000 tor adainietrati .. ezpenaee. Rl Old prolf'M. 

Wr. Bartel\ &leo at&ted t hat llr. llazq bad &drlaad hie thet the $206,000,000 loan coaaitaent tor 1938 would be financed &a followa1 

1. J'roa caeh balance now in rnohinc 
tun4 ($5311 auat be raMnad f or 
c:ren~a) • • • • • • . • • • • • • • $ 21 W 
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2. lrCII aalee of pr .. ent hol41oc• of 
MCNJ'i\lee \o lleoonetrucUon 
J'inaDCe Corporation (PI.t. now 
holde $129M) • • • • • • • • • • • $ 60 M 

3. lro• additioD&l. 1&111 of MCNJ'i\lu 
to lleoonetruction llD&Dce Corpora-
tion ( u &Dd when acquired b7 Pl.t.) • 125 M 

foteJ. . . . . . . . . $206M 

After t he meeting in Secretary Korcenthau' • office , 
llr. llull1g&D of Reconetruct1on 71n&nce Corporation, Mr. L&lrton 
of tbe llu~t Bureau, &Dd Mr. J&rtelt, eo..iu ioner of .Account. 
and Depolih, called Mr. llazcy, Chief .Accouot&Dt of tbe Pulllic 
forte .Adalll1etrat1on, oYer \o tbe frea1UJ7 \o diiCUII the procr• 

1H 

of Public forte .A.tlltinhtraUon in 10 far ae the 'bud&'etarr outlook 
-• coDCerned, and with psrUcul&r reference to tbe purch&11 of 
Public forlu Adll lnht r aUon 11cur i tin by the Reconetruct1on l1D&Dc. 
Corporation. 

Mr. IW<cr turnhbed the followloc breakdown of proJech 
included 1n the $125,000,000 which be 1tated the lleconetruci1on 
J'in&DCI Corporation hid co•itted i h elf to hll:e off their h&ndl 
ae and when acquired! 

Widtown funnel ••• , ••• • 
City of Detroit ••••••• 
Pee q l TAD1a Plan • • • • • • 
Lil\coln funnel. Hew Tort cur. 

!otal • • . • . • • • 

• 47 ,130,000 
7, 700,000 

45,000,000 
26,000, 000 

$125,830,000 

Of the $125, 000,000 of IICNJ'it1ee, which Mr, llucr 1&1d 
the Reconetruci1on l1D&Dce Corporation &ereed to taloe onr ae and 

when &cqu.ired, llr. INlliCSD of Recone trucUon lin&DCe Corporation 
knew of onlr $99 ,000,000 (pre'fiouelr referred to ) . 

After 10111 dhcunion, Mr. IW<CJ agreed \o turnhh a lilt 
of the •Jor proj1oh alll<i oc U.P the preMnt co•1 tantl of Public 
f orkl .W.inhtrai1on. 'ftlh lht will be cl&uifled accor4iac to 
prohlbili tr of execution and eJ.eo accor diDC to period• in which 
it 11 n il-ted the dhbur..,..nt e will be ...te . llr. lluc7 eJ.eo 
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no rea."" '''d w croup the proJec:h accor4iDC w the .. \bo41 b7 
whic:h the7 will be tinancecl.. ror esapla, the lht ot proJech 
acgecaUDC $126,000,000 llhic:b \be hbl1c Yorlta .t.daiDiotratioa 
erpec:h to tl~~&~~ce \bro'll#. lh• e&le ot the Mc:uri Uu t o the 
l!ecoDatrucUoa Piii&DCe CorporaUoa will be ill & Mp&r&te croup 
ud aub-tot&led, ltr, llaq will &leo tun1hh a 11at ot the 
aeeuritioa DOW held by the Public I orita AdaiaiatratioD. Be waa 
&lao requeotod to turllilh a eoaplete financial atataaeat wi t b 
reapect to eec:h appropriation and tun4 UDder the Public lorkl 
Ad.!olnhtration ahowioc the caab b&lancu with diaburliDC ottlcara 
alld on \be boolta ot the Dirtllon ot Boo'kJt.epiDC aDd l&l'l'&llh, the 
eatiaoted rec:eipta to so 1Dto eec:h tunc!. and the eatt.ated dia­
bur-nh troD eec:h fUD4. 

Kr. ll&xo:r aDd llr. lltllligu were caa>UoDed to be mre thet 
the reeei pta troa aaloa b7 Publie Iorita Adainiatration to the 
Boconatruct ion Jiaanee CorporatioD correapond ezactlT with the 
dhbura-nta thet tbe lleconotructlon J"lnaz~ce Corporation talou 
up in ita rertaed eatla&tee o.n aeco1lll tot tuch purchaeee. 

llr. »ullican waa aloo cautioned to aee t hat both receipt• 
and p&ylllenh ot tho Reconatruct1oa J"lnance Corporation with reapect 
to tbe ReconatrucUon liaance Corporation' • own obl1gatlona llbic:h 
it hea eold ill the u.rket are etated ooparatel:r i n ita rertMd 
eatiaatea of r eceipt• and expenditureo. 

115 

~---~~~~--~ 

At taehaeah: 
Letter ot Boaorable Jeaoe Jone a , QlairaaD 

ot t he l!econotrucUon Plaanee Corpora ­
tion, dated S.pt•ber 28, 1937; 

'rrat>acript ot telephoae conYeraatlon 
between ltr . ll&xc:r of Public l orko Adain­
iatration and llr. Bartelt, Treaour:r, 
S.pteaber 28 , 1937, 
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n.r llr. •ra-u..a. 
leo\ D'C noC.pk tor the tl.-1 'T.V ltB'T _.. &121,000,000 

110re tuB tbe eet.tu.te w Pft the lllreotor ot tb8 1D4&Ro OV Ntbated 

reoeipk _.. t1U,800,000J ectllal reo.lpte ,_ tno,eoo,ooo, e.ts.ated 

clilban••'- _.. tn•,eu,IIOOJ cllae to r-•wJ ectllal 41.-r-u-. 

tMa, eoo,ooo. 

!he~ ot the Badpt arb1trar1.J,T i.Dcnued .ar eetuate ot 

net receipt• t:r- tm,lN, 700 to ttu,ooo,ooo, *lob latter eeU..te .. 

aot reallaed b)' tN,ooo,ooo, bat the bll4 au••e1D& .. b)' the h4aet ...t ., 

b)' 'Cleo 

J'or lliSII w pn the Badpt c Ht.iu.te ot -• 41eblar-ck 

onr reoeipk ot 11481600,000. Tille eetiaak the Baclcet. ~ t:r- ad 

411bar-•k ot $1.48,600,000 to aet. ~pte ot $1.so,ooo,ooo, e dlttercoe 

ot 12118,600,000. 

The PreeS.clat.' e l.et.ter ot JUDe 2llth uke thet w ute f1ft1r7 

ettort to tecll1wte the Uqui4ati.CID ot oar l.oc• eo ae to depoeit. wUil 

the ~a net ot 1800,000,000 i.Det.Md. ot the $1.SO,ooo,ooo Badpt 

uu.aw. 

!hie ~ lUke tt4&,600,000 80re thaD oar eetuate, eel •ala 

liON thaD -· ~ ot e~t eiact.. 

l'or the paet. three -th• oar rec.S.pk, aolueift ot the pro­

cMcle ot the eah ot ~ Briclce boDde, baYe ehout. otteet oar 41 .. 

baraacw. 

At. tile -r-o• w aU bAd td.t.h the Pneiclat. Jul.T a, ltB'T, 

116 

I .. ukecl U the D'C -:1<1 be dtpeclecl IJjiOa to retlml to the t.r..aq 

$1.110,000,000 110re 1D the tlecal. T.U llii!IS the the eetiaa te ... bad fllmillbecl. 

I repllecl tbet. w -u. 
We haft bee oartaUinl oar lc'"nl pol1e,r tor •re tala a.,_., 

.mel are ll&ldn& DO D" ~--'- uoept. where it appean thet a real. need 

or •wc•eor a:l.W. !M ne\ retul.t. ot oar operati.GDe td.U to a l.arp at.t 

d~cl 'CIPCID oar abll11;r to ..U -n.t.tee mel l.1q'Cildat.e l.oce. 

... rabl.e BarT •ra-t~aa, Jr. 

SeoretarT ot the frMal7 
Wulli.DatoD, D. C. 

81Doere1T ;roan, 
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llr. illl%q"l 

t.lepboae OOin'eraaUoD 'be~ 

llr, lie~, Clliet .Ac001Uitllllt , P,l'.~ •• 

end lol:r . llanelt, Sept•'ber 29, Ul:rl 

After llr, llertelt aplaine4 the puzpoae of hh telepbou 

call the folloriJI« -...raaUOD 8llW.84. 

!!Ia caah beluee ill the r&Yol rtDg tuz.4 aa of Sept•'ber 

a., wall $74,000,000. 

l!r, Bartelt: $74,000 ,000 ill oaaht 

l.!r. Yaxc;r: T .. , well :rou ha4 better ulce that $74,!500,000. 

llr , llertelt: $74,500,000 , ell r1gj1t, 

!lr . U..Xc:v: '!here ere greDta whioh hAn not 7et been trllllaferre4 of 

$53,300,000, 

117 

Mr . llertelt: $53,300,000, 

• -... -.. ,"'~ 
'!hat 110Uld brir~« ua down to $21,200,000 of a.'lailable oa.ah 

ill the reYOl 'f'1.D& flmd, 

llr , :Bartelt: T ... 

Vr, UI!Xc;r: We are 'Wlder ooatraot to pu.rchaae $148,000 ,!500 an4 with the 

aew elloteeata oomag tb.rou.llll will bon $58,000,000 110re, 

melr1ng $206 ,000,000, we have entered illto, 

llr, Llaxc;y: '!he R,J ,O., have obl1pte4 th'""aelna to take r1gj1t off our 

hoDda $125,000,000 of thoae , or oloae to $126,000 ,000 , 

leartllg about $80,000,000 that we hove to purchaae, 

lJr. Jlo.rtelt: Tea , 

l!r . Llaxc;r: l'e will JIIU'oha.ae for our o"" aeoount 1111d heve prev1ouel7 

arranged for thetl to ~. If 70u OO!Ipere with oa.ah .. 

han on hand, we hove to aell about $60,000,000 ill boada to 

put thia procraa illto beiDC. 

lJr. llertelt: Bow will 7ou do that t 

lJr , Llaxc;y: out of aeouritiea we have on halld, 

IJr , ll!lrlelt: Bow rmoh ill "our1t1ea do 7ou DOW hold! 

$129 ,000,000 

Yr, llertel t 1 Ill other 110rda, :rou 11'0Uld aell aecurH1•• ill the MJ'Itetf 
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)Jr. !!aXO'T: 

1/r, llarlel\1 

llr . l!artelta 

Oh 110, to the a.:r .o. 
'fe ba.,. to ••ll ~ $60,000,000 of the $129,000,000 
1D order to PQt ua 1D a oaoh pooiUOil 'IMre w 11111 be 
able to tolr:e oere of the crete. Of oourae, the Sftollh 
are trcaferred. to ~1al ec-to. 

WUl the Jl, J .o. , tab the $60,000,0001 

!be7 ban Mid 1we 11111 tolr:e tbo .. ,tela\ u tut u ;rou 
'llaiT th1111

• See , I - thq are co.J.tte4 to tboae. 
~t COJ:81bent l'Uill up to $128,800,000. 
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!bea tbat include the $60,000 ,000 in ad41Uon to the 
$1215 ,000 ,000 T i'I>At would u1ce $1~,000 ,000 ill all, 
!!hat and the $2].,000,000 of &Yailable oaoh would take 
Olll'e ot ;rour $3:)6 ,000 ,000 . 

!low, on .xpendi tureo our foreoaot obowo that we would 
op•d for loano $l.S,QOO,OOO or ~.OOO,OOO,&Ild of 
couroe, that 11<11 be greaU;r 80difie4 bT u.. .. bondo not 
beiDC eold to uo. lor illotanoa, the $45,000,000 ot the 
PennqlT&Ilia loan - - they aq ot1clc it 1D their o1nlr::11lc 
flmd And aq Dner tender the to uo. So, we do Dot !mow 
thllt tuJ:f tigureo we t;iTe 70U Dow are right. 

lot1111Ateo for the fiscal ;rear 1938 are $l!iO, OOO,OOO in 
loano; $200 ,000,000 in gre.nto, end $42,000 ,000 tor 
boueill&, lll8kill& $392,000,000 that we 11111 probab}7 epend 
in the fiooal ;rear 1938. 

llr, Bartelt: Bow .. ch will ;rou get bedtf 

l!r, J.!axc;r: ot courae, atraigbt ott, tt •a prett;r hard to tell bolt the 
chaDeeo are te to oDe ;rou C&D oq we will get baclc all 
of our lo&D IIODeT. 

Hr , Bartelt: Dttill& 19381 

l!r. l!azcy: Yeo , boc1111ae the reuon I u oa;r1n& thet 1o th1o - - we 
have cot to oell $60,000 ,000 now to take care of our 
preoct commitment•. 

llr. Bartelt: UDder the law, are ;rou 8lltborite4 to a.U tlZI7 of TOur 
.. cur1 Ueo ill the .....,.t . 

llr, llaxc;r: Yeo, " are bllt under the acre-ut with Jl.J.C., we would 
DOt do that. 

llr . Bartelt: !1!1&11 ;rou ~ect total expm41 tur .. of $392,000 ,000, &114 
reetiph trom the ll,J',O., of $160,000 ,000. ~t would 
t:i" a net G:)llnd1turo of $143,000 ,000 , excluo1TO of 
$15,000 ,000 AA!miniotratiTe expco... Io that larger than 
TOur previoua ~t eoUMtef 
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ur, :Btlrtelt: 

llr, Bartelt 1 

l!r, :Bartelt: 

llr, Bartelt: 

l'r, :Btlrtelt: 

l!r , IJaxey: 

IJr, :Bartelt: 

l!r, t!axcy: 

It riJ«T be• ,a.fore w ba4 tMee allot-ta ,bu.t I dAna tt 

th1Dit 1i 1a Oil Cltlr pr .. ~o~~t fl.CUJ'ee, bM flpree h&'ft 

be101 re001lo1le4 trlth the Ia~ tr8UIU'7 etat-t to a 

~llloll 4ollere, 

Un4er pre1ent law 70U haYe GUlorlQ' to Mll 7oo:r ob­

llgatiOill ill the ll8l'lcet and p11t t M prooee41 ill a re­

TOl rlJl& tun4 T 

!!he 19315 act gave uo that priYile&e. It gave perahaioll 

to reTOlTI, that 11 to riiTol 'ft IIOrl tlaall OllOI, !bat 

thil 11Diltl7 ebould be uoe4 OYer en4 OYer, Nld that at the 

azplrati oll it woul4 be ueld for the pu.rpo" prorlde4 1n the 

J', B,J.., .let, that h , public 4ebt retlr • ..,t. 

Out of $150,000 ,000 of loene, how ID8DT han llre&q beell 

ma4l during the fuet three aonthe, 

'le ban onl7 apellt $5,000,000, 

!!hen you are going to haTe $145,000,000 more froa now on? 

bt h right, 

$145,000,000 undar loene end $140,000,000 U&h and 

Baueing, $4.2,000,000, On the receipt ei4e $1150 ,000,000, 

You dld llot ~et ~ of that yet. 

lfo, we ~ baTe o.ne or two aU lion bu.t nothlnc to •OIIIlt 

to ~t~. 

!!he dall7 '!'l:'ea.a:J7 etatcent for f'1rlt two 11011tbl lhowl 

total ~nh for 1oanl end granh of $4.1,000,000, 

I aueae that h abou.t r1pt, $41.,000 ,000, 
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14- clear ltr . S.orot&rJo 

OltHCitAL cou..-a.. 
TM.AaURY ~A.RTM·HT 

WASHINGTON 

SE P28 193'7 

117 op!.nion hu been requeatecl u to wbatber 1a 

oonnoot!.oD with tho adm1D1stntion of the pr~biona of the Feel• 

oral Kigb.....,. .let of 1921 ('2 Stat. 212), . .. eenclacl, the S.oret&rJ 

of Ap-iculture ia bouncl to take anoy aoti ... which mir;bt obliaate 

tho Federal CloYermaJrt to pay out mODe)' 1D the tlltur. which hN DOt 

at the t"-e tho aotion 1o taken been appr opriatacl 'b7 Conveoa. 

ll;y attention hN been clireotecl to the pr~idona of the 

hot of June lG, 1936, 49 Sta.t . 1519, uondin« tho Federal Big,bway 

.let of 1921, which rood 1D pert as fo1lowao 

Bapr••• a Tea o te a •• o er oa 
1D ;zeu au ublecl, !hat tor tJI: purpooe of 
oar c 0\it tho pr~aiono of the JGt entitled 
'AD Aot to provide that the t1n1tecl States •hall 
aiel t ho State• 1D the oonatruotion of rural poet 
r oaclo, and tor other purpoooa• , approYed July 11, 
1916, and all JGto conclatorJ thereof and aup­
planent&rJ the1~to, there 1a hereby authori&ecl to 
be appr opriated, out of a:ey money 1D the TreaiUrJ 
not otl1orw1oo appropriated, tho tollowine; Oltllo , 
to be expendocl accord~ to the provioiono of ouch 
Aot .. omoncledo Tha .,., o.r $126, 000, 000 for the 
tiaoal year and~ Juno 30, 1938, and the &11\1 of 
$126, 000, 000 tor the tiloal r•ar andinC JII.DII 30, 
1939. 

• (a ) .Ul a..a authoriaad 1D thil aaot1on 
&Del apportioned to the States ah&ll be aYail&ble 
tor apencliture for ona year attar the ol oao ot 
the fiaoAl year tor which oaicl •~•• reopeot iTOly, 
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are m t borhed, llll.d 811¥ oua r.•iniJIC UD­
e:.:pended at the end o! the period dlu'inc 
wb.ich U 1a aYailable !or ezpendHtaro ahall 
be reappor tioud &1110114! the Statu u prortded 
in .. ction 21 of tbt Jederal Bielnrq .let 
of 1921 ( 42 Stat. 212). 

1(b) On or before Jazm.a.ry l o! each 
year. the Seeretan o! Mriculture oha].l appor­
tion MOM the aeveral statu, 01 Protld!d i n 
.. ction 21 or the Federal Bi@wa.y J,ct of 1921, 
the !!Will fUtboriud !or the file&l Yl&[ iOI­
modiatelY following. When aaid apportionment 
hao been aade !or erq !heal year, tbe State • 
b.iC)Dra¥ depal't•nts IEJ' subai t proJocta to the 
Secret&rT of J.Qlclll.ture !or b.io appronl. 
!be Secrttarz of J8r1cultuz• •b•l l act upon 
proJecto 1!1b!!!1 t ted to hi• ljAder &DY l!l&h spor-
tio!l!l!llnt and hh appro'fal ot w lllch proJect 
ahall be deelll!d a contractuAl obl1sat1on of the 
Federal Goyarpmont for the paylllllnt of ito pro-
RCll'tion&l contribution thereto: ~WJded, That 
proJecta approved under 8llJ' sppornonmont be-
f ore the beginn~ of the fiscal year !or which 
ouch sppcrtion~~~~~nt has been mo.de IEJ' be con-
tracted tor by the Ste.tea and conotruction 
thereon may be be~, but the total reimburse-
menta t o In)' State or 'lerritol)' before the be-
giDDiJlB o! ouch fiscal year ahall not e:o:ceed 
the total of all pretloua appcrtiolUIIOllte to mch 
State or Terri tory. 1 ( StDel• underacor1JI8 
aupplied.) 

J.t the outeot, it ahould be pointed out that it 1o of cour .. 

clear !rom the ezpre .. wordill& of the above proVieiona that t he obli­

gation ot the Jeder al. GonrD.lllellt doea not ariae upon the apporti onment 

under such prortaiona ot t he swu authori&od to be appropriated, but 

ariaes only upon tbt ethorhed ,!PPro•al o! proJects mbmttod by the 

State highwa,y department.. 
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In eom>ection with the ator.entiCDed appro'ftl or projaate, 

q attention bu &leo M-. directed to the tact that a ata~t .._ 

aitted to the c-itt.e Cll lppropdatiCDa, Bowte ot Repreaentethea, 

7Sth Congreea, bt SaaaiCD, b7 tba Buraau or Pabl.ie Reade, indioated 

that out of the tt.oo,ooo,ooo appropriated b7 the !ational. Induatrl&l 

Reeove17 let, the 12oo,ooo,ooo authorised to be appropriated b7 tha 

RqdOD-Cartwright lot of 1934 and appropriated b7 later leta, and tha 

t400, 000,000 allocated b7 tba Preaidct UDder the lMr£'!11c:r Relief 

lppropr1at1Cil J.et ot 19)5, ~ $44,929,452 were aftilab1e tor"" 

projects on Pebnat"T 1, 193'7· It baa been pointed out to .e that, 1D 

view or this great depletioo 1D the 811118 uailable UDder the eMt'&tll<::r 

appropriation aete to conr coaitaenta for bighiiiQ' eonetruction, it 

the Secretary of 1¢culture approfta all tha projecte tor tba raara 

1938 aDd 1939 tall1Dc witbin the apport1cm118Dta for those reera be will 

be obllgatina the Feder&l Go...,..,..t to pq out lar,e """" ot IICIIII7 

appropriations tor which haft net be& M4a. 

Section ll or the Federal BishWIIr lot of 1921, aa -ded 

(U.s.c. title 23, sac. 12) , rM4a 1D part aa tollowas 
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priM.l'7 or 1Ahratate or .. cond.&r7 or inh!'­
county hiporq tberein.. It tbe Secret..,. ot 
~iculture appro" tbe proJect, tbe State 
hipay Up&rt...,t a!l&ll turniah to h1A .,ch 
nnqa, pl.ua, apeciticetiona, e.ncl aata&tea 
tberetor ae be - reqllire; u- 1Acl'O.clecl tor 
en&illnrlA&, ill~ection, &Del Wlforeaeen coi>­
Unc-nciea a!l&ll not e zceecl 10 per centWI ot 
the total eat imatecl coot ot ita conat rucU on. 

1 When tbe Secretary ot Agricul W.re appro Tee 
lll).ch aurnye , pllllle, epec1ticaUona, ancl eatl.matee, 
he ehall no t1ty the State hie:)lwq Up&rtl80nt 
llllcl i-cl1ately certify the fact to the Secretary 
ot tbe Tr eaaury. !'he Secretm ot tbe Tre•mg; - -
a!l&ll tber .... pon aet aaicle tij•re ot tbe l1n1' e4 ou 
Stat•• parable undar thit cbmt•r on account o~ 
c ch prcJecte, • • • . 1 (UnclerecoriD& supplied. ) 

Section 13 or tha iecleral B~•ar Act ot 1921 (u.s.c. title 

23, aec. 14) .reada in part ae followa1 

1Whln the Secretary of Agriculture ehall 
fillcl t hat any proJect approved by him hao boon 
ccnatructecl or reconatructecl ill COII\'l1e.nce with 
aa1cl plena and ~ec1f1cat1ona, he ehall cauae to 
be peJ.cl to the proper autbor1tiaa ot aa1cl State 
the UIO!!I!t l!t aaid! for aa.!,cl proJect. 1 (under­
acorin& .,ppl1ecl.) 

In aclcl1t1on to tho tact that t be J'ecloral Iliglnrar Act ot 

1921 cloo e not b7 ita terma COII\'01 tbe Secretary of .lQ1culture to ep­

proTe pr oJocta tallin& within atandarcle which he himeolt - t iz, tbt 

aboTe- quotecl proTiaiona ot aection 11 encl aection 13 thereof at. it 

clear that if , tor e%allple, the Secretary ot tbt 'rreaaury ahoulcl ad-

ot a proJect ... cl tbt orabl!qullllt approYal Of the tunef8, pllllla, ~o­

U'icationa, etc., 1.11 connection therewith, thereupon aet aaicle tbt 

ehare ot the Ullitecl Stat oa ~able on account ot .uch proJect , •• 
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provided for b7 aeotion ll, b-ua• there would be no tunda in the 

rr .. sury b7 appropriation Mda aftllable therefor, the Secretary of 

Agriculture would for that reason be jutified in reruing to appro" 

ot such project. 

This pcei tioo 1a fortified b7 the general pcllCJ tmder]T­

ing such 88Ct10118 or l aw as section .37.32 or the Revised statutes, 

~a a.mended (0 .S. C. title 41, sec. ll) 1 and eeotion .373.3 of the Re­

vised Statutes (o.s.o. title 411 sec. 12) , which read as follows: 

•I ll. lfo cootrect or purcbue oo behalf 
ot the Old ted States shall be aada, Ullleaa tha 
aaoa h authorized b7 law or is UDI!or an appro­
priation adaouate to its fnltillaent, except in 
the 1ler and lfav Departaents, for clothing, sub­
siatanee, forage , fuel, quarters , tranapcrtetion, 
or medical and hospital supplies, which, howeY&r, 
shall not exceed the necaaai ties ot the eurreot 
J e&r. (R. s. I 37.321 June 12, 1906, o. 3078, .34 
stat. 2SS.)• 

•I 12. lfo eootreet eball bo entered into 
for the erection, repeir, or turol.ebing of &1\1 
public build.ina, or tor lllV public iaproY811ent 
which aball bind the Governaent to ~ a larger 
sUil of aooq than the 81WU11t in the Treasury 
appropriated tor the specific purpcae . (R. S. 
8 .373.3 . ) • 

and section 3679 or the Revised statutes, as ~~~~tended (o.s.c. title .31, 

sec . 665), 'Obich reads in part as follows: 

Wlfo axecuthe department or other Goftrllll!ent 
eetabllahaent of the Uaited States aball upend, 
in &1\1 ODe fheal 7ear, &1\1 IIIDI in excess of appro­
priations made b7 Congress for that fiscal 7ear, or 
inTOlY& the (loYerwoent in 8Ir;f eootract or other obli­
gation for the future p8711!8Dt of _,87 in 8XC888 Of 
such appropriations unless such contract or obligation 
is authorized b7 lew. * * * J.ey parson violating &1\1 
provision of this section shall be sU11118rilT remo't'ed 
troa office I!I.Dd mq also be punished 'tV a fine or not 
leas tha.n $100 or by impriao1111ent tor not less than 
one 11011th. (R. s. I 36791 liar • .3, 1~.) 

124 
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c. 14M, I • . a:s St&\. 126'71 h'b. ~' lt06, ... 
510, 1 a. a. atat. 41. >• 
!» reqllire-t illd the ellaM of the Ulllitad !!'at .. IWPlll• 

oa accoUAt of a proJact ba aat y14t 'IIJIOD tllll ~~pproY!l <tl the IIU'WTt , 

plau, tpoc111cat10lltl , etc., oa.blllttod 1D OODOiqueaco of tllll opproYal 

of tba proJect 111cbt not ban beoD a •hrial oae .,d porllopo ~ 

JuaUtiably ban been 1gllored eo lollfl 11 (l) f'uDdo wore actual.q 'b7 

oppropriaUon &Yailable froa oo• oourco to ptq the ahara of tho Ulllitod 

Statu, or (2) tho approYal of proJocta did DOt blad tho hderal OoYoZ'D-

aoido tbo fUAd.o ritb which to • •t n.ch obll&ationa - oa.ch failuro bei.Dc 

cmo tc laclc of fuDda by appropri&tiOD &Yailable for •ttlllfl &aide -

tekeo on a Ye-q •rlouo aapect whea it 1a conaidered that by e:r:pre oa 

atatutory proYiaion, auch commitaenta irreYocably bind tho ODited 

Stat ea. Ullder n.ch oirewutance a there e&D certa1Jily be DO qu.oatioD 

81110Wlt by opproprtation aYailablo to be oot aaide b;y the Secreta-q of 

the '!'rea IOU)'. 

It 1a IIIV opinion, therefore, that tho Seereta-q of J&;rieul turo 

1a not bound, at loaot under coDditiono n.ch aa tho• deacrt'bed abon , 

to teico lUI¥ action 1n coDD.oction with the ada1D1otrat1on of tho pro­

YiaioDo of the Jederal lliPIIT J.ct which 111cbt obllpte the hderal 

GoYOrwaont to ptq out ao,.T 1D the futuro which baa not at the U• 

the actioa 1o taken been opproprlatod bT CODCZ'III· 

It would ooea ~~pproprlato tc ouwot tbo.t tho Secret&'q 

of .lcrleulture, 11 he baa rea- to 'bellen, whoon on or before J~ 1 

of lUI¥ Tl&r he appcr Uono ....oc tho OOYiral otatoo tho - -t.borhod 
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tor tbe tiN&! ,..r lmtdiate!T tollow11111 tbet be -:r wilb to 

diNppro ... project& •ul.itted l!Ddtr euob apporti-t beca,.. 

ot :Lack ot tullda, aigbt well adrtee tbe State hie~ departMDta 

at the tiae of the apportiouent tbet I OM ot tbe project& eub­

llitted -:r be dieapprom 'tor that reaeon. 

VerT tnil7 J OW"' , 

/ ~ ·~ L .... -6--~---'~ .... ,-~~-·J 
General Counetl 

The Honorable 

The SearetarT ot the Trt81Ul7 
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TREASURY DE~Ain'MIENT 127 

...... .., ... r •• 1111? 

To horet&J7 Ko...-a\lla 

,_ A. LocliMu 
K. A. Barrio 

m IIQI! p•pp mr 
la nn of ~ fu\ Ula\ 1a \1M ... r f'o.ftl'o 41ecuoi- will M 

oD\UH iD\o for~ J"UPOM of Al'l'i'f'1ac at •- .. pncna fer Ulo 

hniDC aD4 rehao4'DC of abort .. , .. •-Hioo, U 1o ~o\e4a 

(1) 'Blat OAT procna cal11ac for u.. reflmi''IC of 27~ ~11h 

ri tb 3-eontb ~illa h ,.....oirab1o u\11 Ulo fi'MWJ7 h iD a pooUioa 

\o reUro •- of i\o cro.\o\aii4111C obliptioo, u4, 

(2) !bat &JQ' procna which will renH iD a bo\'-or 41o\rllxlUoa 

or u.. ohon tom 4obt, ncb •• \1M l'dlul41aC of -w.nac billa lato 

l·~r C.rUficawo of la4ob\Haooa at tlu4 rawo, wotal4 bo of beaofU 

!bo p-oo•t ooD41t1oa ot \1M bill urlco\ 1a a boaU!I;t ono •• 

aolcl u4 \1M ••• wiU!. which Uelora aro 41opoolac or Uloir allotta•\ 

W.\ pu\ ozporlacoo iD4icaw \bat OAT wooJ11¥ \DI'Do't'or of 100 a1111oa 

tor a fn woo11a renH 1a a COIICOOW4 •rico\, Azq an procraa 4oriae4 

tor ~ rof'o.D4iiiC of 27~ ~illo iD\o 3-eoDU!. 'billa 1101114 _. a 

"okl7 w.nvnr of a\ 1••' 1110 a1111oao a ~ ia I aoaU!.a 1 Uao plu 

ODJ nn aonq rahe4 Uli'OQCb Ula in-• of 'blUe. hell a ref'o.a4111C 

lD Uao 1101114 relllll \ 1a \1M coacaa\ra\loa of a u-eaolou 4o" 1a a 

31c>Dtb porlo4, 'fhia alp\ ronU 1a rhi'IC ollor\ tom rawo, ••~'IC 

tba\ aoDOJ oe.Uuoaa r..ta ~ \1M - u UlOJ are -· u4 U/6 
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coat of U.. pra-t ullt .,.. la ou JMJ', wlllch a\ pr ... , •-'• \o 

abov.t fin 'billi0111 of lklllara. I\ h \o \he !l'rM8'ClJ'f'• abu~ \o 

han \he ahort 4e\a4 field \o raaor\ \o ia oaa• of •- utora•-

411W...'billl n•t aa4 with pre-\ latemaU-1 ooa41Uou .at1111 \he 

tuw.ra oa• of 'IIIICar\aliiV, \b.la •- .... the 80N -•lai'J• It \he 

! reaiUJ'f coDU••• t o raloe - _., '117 \he uu of tu 4a\e4 'billa 

tbh rill proYib \he •ra\ ri \h a larp auppl7 of ahor\ 4ata4 •-""' 

1U••· The u •• of \Mae 'billa haa proY14ed a flex1'bla procna u4 

.U.a tor orbrl7 co11di \loaa 111 \he 11011., Mrk»t arOUD4 tax 4at ... 

It a procna of hn1Jic C.rtlficetaa of Ja4a'b\a4uu h to 'be 

UD4ariak»a, we WCC"Ii \he\ \he .. 'be oftara4 1a l a rp -OUDh ncb U 

300 allllou •••1'7 3 aoD\ha rather \baa ... 11:1,, ud \hat ncb othrlaca 

ba Mda tor caah au'bacJ'lpUoll. Jf offered weali:1r, addHioaal expa11aa 

ud del., 1r011ld raauU aa4 aaall parcaD\ap of allotlaa11ta alp\ be 

aoat 41acoUJ'8CiDC· It of fered olll7 1a •DihaDC• for MtuJ'iiiC !J'aa8'ClJ'f 

bUll th., rill co 011117 la\o the haM• of holdera of \he 'billa , wlllch 

would work acatut \he procraa \o aac:ura a 'baUer 4htJ'lbu.UoA of \he 

abort 4atad b'bt . H 11 wall kD- \hat \he bill aarat Wider ord1UJ'7 

coa41t1ou 11 prao\lcall7 ooDcu.\rate4 111 Jaw Torll: u4 Chl._. 

llxahaDC•• 1r0uld alao renlt 111 ucertaliiV •• t o what port1o11 of \he 

M tu11.111 tan .. a 1r01114 'ba ezchnpd aDd the proba'bi li \7 \hat a per \loa 

wCIQld han \o be pll14 oft 1a caah. 
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Randolph 
Burgees: 

H.lf.Jr: 

8: 

H.!oi .Jr: 

8: 

H.li.Jr: 

8: 

H.li.Jr: 

8: 

H. li.Jr: 

8: 

H.K.Jr: 

8: 

H. M.Jr: 

8: 

H.M .Jr: 

B: 

H. M.Jr: 

8eptellber 28, 1937 
05::5& p.a. 

Hello Randolph, how are 7ou, eir. 

Oh, I 1 
• all right - I 1 •e been thinking about that 

program you put up laet night. 

Yee 

And I want to put up a question in r eturn, pleaee. 
Now about a.neweri.ng JOUr question direct, it th17 
were - it one were liaited to Just a choice, I would 
start in with the Marohee. 

1r1 th the what - --Start in selling the tax paid in the - the Karch tax 
billa rather than the ninety da7, that's more im­
portant. 

To etart the March 

Yea 

Yea 

But, I want toxai• a broader question -

Please -

129 

Now I aseuae that th1e tieoal )'ear, 70u1re going to 
be able to retire troa 1oaewhere between ti•e hundred 
aillione to a billion dollar& ot Go•ernment debts . 
Ot course nobod)' knows Juat what that -

No, I don't think that'e right . 

11bat 1 e that? 

I doubt it that1 e correct. 

You think that1 e too auoh. 

I think it'e entir1l7 too much 

Yee - well I tblnlt that the etook aarket aaltee an 

enor.ou• ditterenoe. 

Jlo, to u1 
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8: 

H.W.Jr: 

a: 
H.}.l.Jr: 

8: 

H.li. Jr: 

8: 

H. II. Jr: 

8: 

H.ll.Jr: 

8: 

H.» .Jr: 

8: 

H.K.Jr: 

8 : 

H.M,Jr: 

8: 

130 
- 2 -

I th1Dit that th1e urlte t -

On the revenue 

Yea 

No, beoauee we figured - our boye were very bear1eh -

Yea 

And, 1f I'• correct they figured auch lower on the 
production figure than everything elee thie Fall , 
and even 

I aee, yee 

So, we - in our revenue eet1aatea - I don't t hink 
it'll affect us auch, we can aak that of Haaa 
tomorrow 

Yee. 

But that subject has 
since last June. 

I see, yea 

been very bearish 

8o I doubt if that would make any difference, but 
we oan aak h1a. 

Yea- well I think it'a quite an interesting question, 
I cUdn 1 t know how auch it waa. 

No, he' e been very bea.riah and I question whether 
it will lUke &nJ' difference, but I' ll aak hla that 
tomorrow. 

But on the basis of - of courae I don't know the 
figure• - I'• a little handicapped - but you will 
have a oerta1n amount of debt to retire thie year, 
won't you? 

Jlo, I 
tille. 
you -

Yea. 

don't think eo . I've been epending all thie 
You aee - you go back - I ' • going to tal k to 

well, I always talk ver7 frankl7 -
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H.ll.Jr: 

a: 
H.II.Jr: 

a: 
H.U .Jr : 

a: 
H.li.Jr: 

a: 
H.ll . Jr: 

a: 
H.li.Jr: 

a: 
H.li.Jr: 

a: 

H.~.Jr: 

a: 

H.!.l.Jr: 

a: 

H.M.Jr: 

'!be laet budget .-uon wae Julr let. 

Yee 

We figured l!r~te or tour hundred and eighteen 
111ll1on. 

Yea, that' e right. 

Then Congreee paeeed in addition to that - raieed 
that, and paeeed - legielation ooet ue two hundred 
and rortr aillion. 

Yee 

Now, ~~ve been working all week to eee whether we 
oould/ihy war overooae that two hundred and t ortr. 

Yee 

And I question whether we oan 11uoh 

I see 

131 

A little, ~~aybe we could hold it down to tour hundred 
and eighteen 

Yee 

But that 1 II all 

But even with that auoh deficit, rou w111 have reoe1pte 
rroa Social Security . 

Well, we'll aek the bore that. llaybe I don't know, 
but we' ll aelt thea that toaorrow. 

'ftle way I ngured 1 t, the war our bore here !1gured 
it wae that the reoeipte rro• 8oo1al Seouritr will be 
- oh a billion dollare. 

Wh7 don't you do thie, Randolph. Do you ha'll to 
go over the Federal Reeerve before you ooae here? 

Well that' e - I think I could coae there a raw 
ID1nutee tiret. 

Well, a rew ainu tee wouldn't be enough. How about 
a hal! an hour. 
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a: 

a.u.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.W.Jr: 

B: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

B: 

H.lt. Jr: 

B: 

H.U.Jr: 

B: 

H.M. Jr: 

B: 
H.M.Jr: 
B: 
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-. -
Yee, I aean that . Yee - I don't think n aeet there 
untll ten . 

Could :you be here at ten th1rty . 

Well, I ought to - it I come over to the Treaeury, 
I ought to coae between n1ne and ten. I th1nk we 
have a meeting at ten . 

Oh. 

We meet w1th you at eleven, don't we? 

Yes 

I th1nk we aeet the Board at ten. Suppose I come to 
the Treaaur:y at n1na. Ia that a good t1ae. 

Well, I tell :you, it's- no- supposing :you come at-
1t we had a halt an hour -

Yea 

Then the boys could get your figures and ours . 

Yea 

And t hey could work on them and have them r eady b:y 
the t1ae you come back. 

Yea - or aaybe I could check w1th eomebod:y there over 
the phone - who 1 e working on it there . 

Bartelt 

Yes 

Oh :yea, in Dan Bell'• absence . 

Well, he 's Coam1aa1oner ot Accounts a nd Depoa1ta . 

Ye a - well, suppose I talk to him by phone this 
afternoon, a 11ttle. 

Well, that's all r1ght . 
'l'bat would be a good idea 
!han when would :you like to coae in. 

Oh, about n1ne o ' clock, 8&1 
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H.M. Jr: 

8: 

H.M.Jr: 

8: 

H.M. Jr: 

8: 

H.M.Jr: 

8: 

H.II.Jr:· 

8: 

H.lt .Jr: 

8: 

H.II.Jr: 

8: 

H.li.Jr: 

8 : 

H.M.Jr: 

8: 

H.li.Jr: 

8: 

H.W.Jr: 

- & -

'lhat 1 1 that 

Nine or halt paet 

About nine o'clock il all right . 

All right, I'll be in at ni.ne o'clock. 

But tell Bartelt what 70u want. 

Yea. All right, I'll talk to him. 

And he could be working on it - getting me the 
tiguree on the expenditure trom now until the l&th 
in place ot Bell, · who ia away. 

Yea 

See 

Yee . Well, now let me tell you in regard to the 
tiguree -

Now, I may be wrong, but - I'm only thinking in terms 
ot oaeh out ot the drawer 

Yea, that 1 a right, yee 

See 

But ot oourae, you'll reoeiYe in a lot ot tunde on 
unemplo7ment relief and Social Seourit7 old age. 

Yea, yee 

Which 11 aYailable to retire debt in the hande ot 
the publ1o . 

Yee, 1t doeen 1 t deoreaae the total debt -
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But
1 

it eeeme to me that no matter how you figured it, 
70u d be retiring trom halt a billion to a billion 
dollar• ot debt , which 11 in th4. bande ot the public 
thie tieoal 7ear. 

llqbe . 

So the problem wae - wh1oh ie the moat etteotiYe debt 
to retire 

Regraded Unclassified



Sl 

H.li. J r : 

s: 
H.M.Jr: 

S: 

s: 
H.II.. Jr: 

s: 
H.I! .Jr: 

s: 

H.M.Jr: 

s: 
H. Jt.Jr: 

S: 

H • .M. Jr: 

S: 

H. t.t .Jr: 

B: 

H. M.Jr: 

134 
- e-

Mow, looking at it troa the point ot view ot the 
aarket and troa the point ot view ot getting the new 
capital ieeuee aarket going -

Yee 

Which ie the beet thing in the world tor this eeeeion. 

No queetion . 

The one thing that would 1tiaulate that ao1t, it 
e1eme to me, would be not to have &n7 December 
financing, and to pay ott the Februar,. note1 without 
retundlng them. 

!hat' e right. 

Mow t here are two hundred and eevent7 1even alllion 

Yea 

Ot February tiret note e 

Yea 

And it it were a choice, now I'd rather do that , right 
now, than reduce the amount ot billa outstanding - I 
think tha t would be -

I think under- on otthand t i rat blush, I'd aa7 7ee. 

Yee 

When 7ou ea7 no Deceaber financing, you don't 
aean not even have a refunding . 

No, nothing at all. 

Nothing at all. 

Jult nothing at all until December 16th. 

I 1ee 

And it 7ou were able t o announce that , perhapl in 
oonneotion with thil budget review that JOU ar e planning­
when the Presi dent oome1 back. 

Ye• 
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Then JOU can do the bu4get, and 70u1re going to paf 
ott t he Pebruarr ' e and there ' 11 be no f inancing in 
December . 

Yee. 
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Then people would believe what we ' ve been telling them 
about the budget. 

I eee . 

They don't believe it at all now. 

I appreciate that . 

The7 think it'e going to be a grea~1g 4uf•cit. 

I appreciate that. 

And that would be more convincing thaD any amount ot 
talk. 

Yes. 

And it would improve this market tor a new financing 
more than anything I can think ot . 

You mean it they thought t he Treasury was out now 
the first ot January 

out until Karch 

Except the 'l'reaeur7 bills. 

Well, eo that'e the question I want to raiee, it b7 
going ahead with your bill program -

Well, I wouldn't want in any case- to let areelt be7ond 
December 31, but they thought - because there'e 10ae 
rumours around we're going in the market October . 

Yee, yes. Well , that would be all right. 

But it they knew we were out ot the market tor the 
rest or the year. 

Yeo 

!hat ought to be good enough. 
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Well , I wae th1Dk1ng about theee Februar.r ' •-

Well, I - I know, but we oan handle thoee when ther 
oaae . 

No, but, 1t we're not go1ng to g1Te them anr de­
scription right - to a new ieeue, you want to tell 
them well ahead ot time . 

I eee. 

At the moaent, the right I haft praot1oallr no 
Talue. 

Ieee 

8o it wouldn't be unfair to the holders. 

I eee 

It rou wait until too late, then they have Taluable 
righte -

I see 
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And eomebody would aoouee you ot double crossing them. 

I eee. 

But that ' s a probl em ot your eetimats ot course, trom 
where rou stL~d. 

Well, I think you could talk to Bartelt. 

All right I 111 talk to IUa, and arrange to eee h1.a 
first thing in the morning. 

You want him here at nine. 

I think that 1 e a good time. 

Well would you tell hia what you want. 

Yes 
Well, I':U tell you what to do, giTe ae a a1nute to 
tell him that you want to talk to h1a, and he oan 
be ready, and he lhould be at my ott1ce at n.1ne and 
haTe thoee t1guree ready. 
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Very good, t hen I'll talk to h1a a little later. 

Now, 1f you wait f1Ye •1nutee. 

o. ' · 
And you tell h1m what you want . 

Well - yea. 

And I ' ll juat tell h1m that- to get ready what you 
do want. 

All right, I ' ll call h1m about tour o ' clock. 

I - I th1nlt the sooner we tell the 11ar1tet what we're 
going to do now the better. 

I agree 

Yea 
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I th1nlt so. I th1nlt 1f we g1Ye them a program there ' a 
a ohanoe here to do something dralllat1o that would 
g1Ye the thing a 11ft . 

O. IC. 

Good. 

Thank you. 

Goodbye . 

Goodbye. 

Regraded Unclassified



11.11.Jrt 

Oper&1ior: 

H.ll.Jr: 

Jonee: 

I!.II.Jr: 

J: 

I!.II.Jr: 

J : 

H.M.Jr: 

J: 

H.U.Jr: 

J: 

ll.li.J r: 

J : 

ll.lt. Jr: 

J : 

H.M.Jr: 

J : 

Hello 

Mr. Jones 

Hello 

Hello Henr:y . 

Go ahead 

8epteaber 29, 19~7 
9 : 48 • .•• 

Jesse , I'• Just doing a little checking­

Just a ainute - what 

I wae Just oh.eoking up on our financing, and aa I 
right that :you talked to Tatlor about the eerie• 
1- li per cent wh1ob could be called in December -
1t JOu decided to let them ~. 

Yee 

Ie that right 

That I talked to Taylor about it. 

Didn' t :you talk to Ta:ylor. 

Ob, yes. 

And :ycu deoided not to call them 1n December. 

We decided not to. 

That's what I thought. Bartelt was aeking me . 

That's right. 

Thank JOU YerJ much. 

Thanks . 
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GROUP !ln.TING September 29, 1937 
10:00 a .m. 

Present: 

I! .:.! . Jr: 

Gibbons: 

I! .J.\ .Jr: 

Gibbons: 

H. iA . Jr: 

!.lag ill: 

lir . liagill 
llr . Gaston 
lir . l:laas 
.l!r. Lochhead 
Miss .Roche 
Mr . Gibbons 
Mr . Thompson 

The thing l 1 ve been through is trying to get Jones ' 
and~ . Ickes• figures to agree . Just can't make 
them agree. Got a ll thei.r accountants running around 
here . D~ndest thing you ever saw. Of course, each 
one doesn t ~~ant to tell the other fellow, you see . 
But I •m making them 'ive a type•nritten statement naming 
the projects tha t he s talking about - their projects 
and their commitments. Name them . I want to name 
them, so then they don't come along in six months 
and say, "1'/e had a moral collllDi tment of 50 million 
dollars . " So I'm going to make them name the 
commitments . 

Amongst them was th~t 45 million dollars 
Supposed to do Pennsylvania 45 million. 
the state of Pennsylvania will ever take 
it1 s the darndest job. 

for Pennsylvania. 
I don ' t think 
it up. But 

(To Gibbons) o\hat 1s that about, Baltimore? 

Essary, of the Bal~1more Sun, congratulated the 
Collector and told the Collector that be thought the 
Justice made a very f avorable impression on the news­
papermen, and everything went off without any hitch. 
So, thank God. 

That ' s that. 

VIe ' re out of tha t . I c d led the Collector up, by 
the way , and congratulated him on it. 

Good . 
I had quite a long talk wi th llr . Vinson yesterday, 
of the - Chairman of the Sub-committee of 'Rays and 
Means on Taxes, and he 's anxious to go to work f airly 
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soon. Be is also anxi ous to sive out s statement 
to the newspapers about once a week with respect to 
what he is thinkins, and has some ideas that he 
propounded on that s core . Be sai d he ' d get his full 
committee together, he thought, a round the middle of 
November - first or the middle of November, dependins 
on whether or not there will be a special session. 
So I told him he and I better get together in a week 
or two . 

Did you write anything about it? 

I •m going to •• ••• 

Fine. 

, • • write it up in full. 

Aeytbing else? 

I t hink that's all . 

Herbert? 

Byrd did not give out a prepared statement. Two 
or three of the newspapermen went in to s ee him and 
asked him if he bad aey comment to make on the economy 
t hings and the A. P. statementsby the President and t he 
Secretary, and t he A. P. reporter who wrote this story 
said that he bas in his s tory everything that Byrd said 
except that where this - thls estimate of 700 million 
of revenue t hat might be obtained by t axing tax-exempt 
securities. He sai d that Byrd cr edi ted that estimate 
to Ashurst . But otherwi se everything else was as 
Byrd said it . 

What about the statement t hat the regular expenses 
were running much higher. 

Of course, tha t's it . The regular expenses are not 
running - that ' s the point . 

Did you call up Barkley ' s office? 

I tried to get Barkley ' s office, but no one answer ed . 
I wondered whether, in view of the tact that this was 
no t a volunteered statement, was not a 'Rritten st atement, 
i t would be - Barkley would want to pay any attention 
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to it. 

Well, how about me, tomorrow morning, today? The 
Treasury - should we do anything? 
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' Tomorrow morning I think there might be some questions 
about it, and that you might call their attention to 
the facts about that. 

But I don't - thst 1s the point, you see - I don' t 
answer Senators or Congressmen. 

No, but you wouldn 1 t be answering him if they asked 
you whether it was true. 

Couldn' t you show the boys downstairs? 

Yes, I can. 

Why don ' t you show them? 

Of course, this statement, I beli eve, is true, that 
all the regular departments have increased appropria­
tions, but it is not true that we are spending seven 
and a half billions for regular activities . 

Exactly . That• s the point. Would you mind correcting 
that? 

Not at alL 

All right . Anything else, Herbert? 

I presume you noticed this Brookings man ' s statement 
about t he Federal crime agencies, conflicts between 
crime agencies . 

No . 
Dr . Arthur C. Millspaugh says tha t the agencies don•t 
work together very wall, that they indulge in f everish 
bursts of self-advertising. I wonder, if that fellow 
Dr . Millspaugh were any good, whether it might be 
worth while to get him in end have him examine the 
Treasury enforcement b6encias from the inside and 
make recommendations. 
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Vlhy don't :rou tr;y to meet him and see what lt1Dd ot 
fellow he is? 
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Yes. I'll find out first whether any of our people 
know him. llac DW:Y know him;' llac gets back tomorrow , 

All right . Do :you want to do that? 

Yes, 1 111 do that . 

Wha t else :you got? 

llothing, except the questions that I have marked here -
Foreign Service - and some q uestions lliss Lonigan 
asked me in connecti on with this se~f-help organization. 
'J.ne:y ' re getting out some publici t;y . I thought I'd ltind 
of cooperate with her . 

Sure. Any thing else? 

You don't object to llaving ;your name mentioned it it's 
done in the proper wa;y. 

No, I don't . I 1ve spent enough time on it . 

Yes. · 

How did all these sta tements get out in today '• 
paper hooking ~coles into all this stutf? 

They all r esulted !rom Ardery 1s, or the A.P., lead 
;yesterday in which be endeavored to get a f resh angl e 
on ;your conterence of llonda;y, and I think i t was 
Ardecy • s o'rn i dea ot bringing Eccles into it. And 
the others followed it . 

At least it shows wher e the Federal Reserve stands 
anyway . 

Yes . 

Anything else? 

No, nothing else. 

George? 
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I have nothing this morning, 

When you going to have th~t business survey? 

I 1ve got it and it will - I think the final typing 
of it is probably done now . I went over it . There 
were some holes, I thought, in it, so I checked them. 
I a sked them to check some other items. But I ~hink 
I 1ll have it this morning to ••• •• 

I wouldn't read it this morning anywEy, but have it 
this afternoon. 

Yes, sir. 

And you and Seltzer coming to the ll o'clock meeting? 

Like very much to. 

All right . 

Did you get the report on the automobiles? 

Yes. 

I had quite a talk with Dr. Burgess. I didn' t realize 
he wa s President of American Statistical Association. 
hnd he is very much worried bbout this thing , and he 
is the first man that I 1ve talked to that realizes that 
we are not s pending t he bonus money and that we are 
spending a grea t deal less relief money, and that 
private interests have to spend more to make up the 
difference . hnd he f eels t ha t the capital market is 
the key to the situa tion, and he ' s comparing i t to '23 
and ' 24 . And he doesn't agree with Goldenweiser . I 
had Goldenweiser in; Goldenweiser just thought every­
thing was about all right . 

He is concerned because of the rapid reduction in 
Government spending? 

Yes. 
There are reports of a couple boys over in the Federal 
Reserve Board prepared on tha t; t hat ' s one of the 
things tha t were holding up this report. And there's 
some points a t which we disagree r ather violently with 
them on it. 
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Well, at least give me the benefit or what th'f 
think, s ee? 

Yes . 

Give me both sides. 

Q . l\. . 

But the Ooldenweiser - the Board 's people - they ' re 
not disturbed much about aeyth:i.ng. 

Well , that may be Goldenweiser , but these two boys 
that wrote this, and probably Currie, may have a 
different view. 

On tne other hand, Burgess, who met with American 
Tel and Tel crowd Friday and his own crowd last 
night, is very much disturbed . 

Now, who feeds Roper all this stuff that he keeps 
coming out with, that e vt~rything is beautiful? 

I don' t know. They have a staff - a small staff 
over there that f ollows the business situation, 
puts out publications. But the •beautiful" part 
is probably his own idea; I don•t know . The Depart­
ment of Commerce has always seen things "beautiful" 
for as long as I remember . 

kren•t their statis tics always way behind? For 
instance, ~ e give them a lot of figures - Customs to 
Commerce - and they don't compile them for six months. 

•lell, George, when you have that stuff I want to go 
over it personally . Just let me know. 

I suppose you noticed that Eugene Meyer gave his 
personal blessing to the action of the Federal 
Reserve Board the other day in relaxing the discount 
provi~ions. First page of the Post this morning. 

In his own name? 

In his own name . 

That ' s the first time he ' s ever done that. 
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Li t tle box on page one - "Eugene ~eyer . • Of cours e, 
he does take credi t for origi nating t he idea himself . 

He ' s been quiet for a long time . A few more s t ate­
ments from hugene Meyer and they 'll t ake this as t he 
Federal Reserve sl ump . 

Miss rtoche? 

I have the names of t he Advisory Counci l of the 
National I nstitute of Health v ery c arefully selected, 
and want your approval on i t . 'llent over i t 'Jii th l&r. 
Gaston. 

(B .~ . Jr signs letter list ing names) 

~hanks very much. 

That ' s what hlexa nder Sachs calls 1t - the Eccles 
recessi on, or something like that. 

Did you show that list to Mr . Farley ( joki ngl y)? 

No . 

I t hink you better . 

Not r eally . 

I wonder if it would be all right i f she showed it 
to me . 

That would be worse . 

I had some qualms about one or two of them myself a 
few moments , b ut uf t er all they ' re ver y g r eat 
sci enti sts . 

Science r ises above party polit ics . 

Pr esi dent or Harvard. . •.. • 

Everything else a l l right ? 

Yes . We have hE'd all our regi onal nurses i n and all 
our new public health officers - conducting e school. 
I met rlth the crowd yester day and things are moving 
ver y well, sir. 
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H.tl.Jr: O.K . 

Gibbons: 

H. !.! . Jr: 

noche: 

a . ..t . Jr: 

Gibbons: 

Tnoopson: 

Lochhead : 

H.M.Jr: 
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a. 'J . Jr: 

Lochhead: 

u . r~.Jr: 

Ur . Gibbons? 

Nothing . 

What ar e you goi ng to worry about now that you've 
l anded Mr . Black? 

I ' m going to worry him. 

AU right. .l.nything else? 

Nothing . 

Everything ' s clear. 

Paris market s till getting mor e nervous by the 
moment, but as I say, l nst day or two has been show­
ing signs of appreciated condition by the insi de . 

The Fr ench people must be o very hardy nation. They ' ve 
been getting •more nervous" for three years . 

~ ell , everything ' s normal over tnere; that ' s reassuri ng . 

I magine t hem compared with us - a franc down from 20 
cents t o three. God, t hat ' s - supposing our dollar 
dropped like that . 

(Mrs Betts brings in charts) 

Stocks are weak and Governments are steady . 

They ' ve got a stock settlement in Amsterdam tomor row, 
so that there ' s going to be a lot of selling on that 
side. Probably ease their posi t i ons . 

Well , I have nothi.ng else. 
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...,__o;:ING .HTB EXECUTIVE C0!£1I':Tlb OF 
Fl..v. t~f L RESLRV£ OPE!< !.!JJl!U.T CO:.OUU££ 

September 29, 1937 
11:00 a .m. 

?re~ent. : 

Bt<ll : 

H. J . Jr: 

hunsom : 

Bllll: 

H.:.: . Jr : 

;;.,n: 

Mr. Lochhead 
lloir . Haas 
Llr . Seltzer 
:Jr . Harris 
Mr . Bell 
Mr . Harrison 
Mr . Burges s 
Mr . Sincl a ir 
ill' . Ransom 
tlr . Golden·.1eiser 
.Jr . Piser 
r.!r . UcJ(ee 
:.!r . Bartelt 

~~ : ~nH~:ns 
Kr. Bell is supposed to be away on~ vacation, but­
ll\l smelt smoke, so he came back for a half a day, 
wnicll is very nice for me . 

Nell, as I . .. . . 

••e al ways open the meeting by telli ng them the cash 
needs from now until tne end of t he year . 

As I unders tand it, you wanted a program drawn up 
whicll would eliminate any cDsh financ ing i n December. 
This program provides fo r 200 million doll ars i n new 
Treasury bills in October and 20J million in November. 
That would give us balanctsof 675 mi llion, o41 mi llion 
going out of October, and 936 milli on going out ot 
tlovember . hna .1e would leave December with 641 mi llion 
and then begin 200 million of June bills in J &nuary, 
and a hundred million of June bills in February . So 
that our balances going out of January would be 721 
million Lnd going out of February 736 million. The 
low point in thiS program would be 641 million going 
out of December , wnich would cer tainly be ample . 

Wha t W3S that llist figure, Dan? 

641 million going out of December. 

Once more? 
Yes . !lew Tr ee sury bills, 200 million dollars in 
es ch of t he montns of October and November, for 
maturi~Y in Januar y and February. 
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You mean in addition to the replacement or the 
ma turing 50 . 

That ' s right, new ~reasury bills . 

l:hey ' d be Mar cil bills . 

You mean a hundred million a week. 

No , 50 milli on a week in new bi lls. 

Whu t would you do, with tne other 50? 

Rol~ them over. 
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!nen you' d be putti ng out b hundr ed million a week 
or 9- months bills . 

No, sir , we 'd be putting out 50 million o week or 
9- months bills ~nd 50 million a week or 90- day bills . 

Oh, t hat ' s wh:.t I didn ' t get . 

'lla i t a minute, your Much t"x bills ar e part of it, 
aren 1 t they? 

Yes , t oey are . 

On, I s ee, we ' re going bLck to our schedule or -
that 's right; well , I haven't got t he roll-over here . 

Dan just dropped in a couple minutes ago; we ' ve 
been talking about balancing the budget . ::e haven ' t •••. 

The 2JJ .n1llion uollLrs or new bills in October and 
November would be 90-duy bills, and your roll -over 
or the mcturing bills would go into Moren to the 
extent or 400 million, is tnot rigot? Now, that 
could be switched the other way . 

But t he point is you're selling 100 mill ion a week, 
of which 50 would be rolling over and 50 new, ond 
with half March bills and half 90-d&y bills . 

This isn' t t he program that I ' ve got in mind a t all . 

Well, I understand you wanted this progr a.m drawn up 
t o s ee what it looked l ike . 
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True, but tnis lsn1 t in the schedule you g eve me 
before you left. 

This is the same, with thut one exception. 

No , that ' s r ight, Yr . Secretary . But l understood 
you wanted t his progr am d r a1m up so as to eliminate 
any f inancing in December . 

rlo , that • s what Dr . Bur cess wants . This is set up 
ufter Burgess - this is after Burgess nad a long 
talk last ni ght with ~die Bartelt. Tnat •s the 
Burgess plan. 

(Hearty l~>ughter) 

~ot his wor~ in, you see . 

Tha t 1 s the plan you t' ellows started with. 

t his is tne plan thut Burgess gave birth to last 
night . N011 give me the 111orgenthau- Bell. 

That I s t he one ole t alked about before . 

Yes . 

All right. 

This is a ?hotostat of wha t you gave me . 

~his other plan woulc contempl ate starting on 
October 6 .. ith the ma turing 50 million dollars 
& •• ee:O: , r olling them into Karch for eight successive 
weeks; thE. t would be 4,)J million dollars . .!.nd then 
on December 1 start tne roll-over of 50 million 
dollars a week into 90-day bills . knd then on 
January 5 we would start an additional issue of 50 
million dollars a week for June. Those woul d go s ix 
weeks and represent new money . " nd then that would 
run along until we got to April 6 and we ' d s t ar t 50 
million dollt.rs n week for September; • that would also 

be new money . 
No~< , nth that program we would have a balonce, going 
out of September, of about 880; going out of October, 
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?f tc bout 640; and out of November, about 540 . 
lnen, when ne come to December , we would have a 
new issue of 70\J million dollars, of •nhich 450 
million would be used to pay off m& tur i ng Treasury 
bills , leaving us a balance of about 850 million 
dollars bt the end of December . That ' s the program 
we ta!Aed about before I l eft. 

"ell , there ' s t.~o distinct ideas here which ••• • 
• he only camber of the Federal Reserve System 
I 1 ve talked to is Dr . Burgess, and I don ' t Know 
woether the rest of t he members of the Open !.lbrket 
Commit t ee agr ee with nim or not, but I would like to 
hear from t hem. Burgess, a s I talked to him thi s 
morning - the idea t hat - as I understand, the t he 
hcs , he ' d li~e us t o picK up enough money tnrough 
the bill mar~tet bet•11een noR u.no the 15th of December 
so t.e woulan ' t have to do any rimncing in December . 
>~e here felt t nat we ' d go &long just with the 50 
mill ion a week, and th~n do wha tever financing is 
necessary on tne 15th of December. 

And, ~uite frankly , l differ completely wi th Dr . 
Burgess . I mean 1f you - i f we take another 50 
milli on;;. week out of the market that we don ' t need 
at this time, I just can't get it through my head 
that that ' s going to help the capital market . But 
the purpose of these meet ings is to exchange i deas , and 
I'd li~e to hear from anybody that ' s got anything to 
contr ibute . I mean 1 just can' t see that if the 
Treasury at t his time, between now and the 15til, goes 
in ana every week takes out 50 million a week extra , 
how t hat ' s going to help the capital carket . But 
if I'm - I'm open to argument and more than wilting 
to listen . But that ' s the proposition, end that ' s 
much more important than ~nether i t 1 s 9-months or 
6- months or tax bills or 90-day bi lls . I mean that 
is just a 4uestion - ufter we have decided nhat our 
f actor y production is going to b e, we can decide on 
the styl es afterwa r ds . 

1 think that ' s the real issue . 

And 1' m more than 11llling to listen. 

Isn't this the problem? Sup,osing , Mr . Secretary, 
th&t your objective i n formulating your prosr~m is 
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to do whatever would be the least harmrul to 
the capital market or, if you want, the most 
helpful t o the capital market . I n the one case, 
the progr am that you l ast mentioned, you take 50 
mi lli ons less a week between now and December , 
but t hen in December you would have to take X 
hundr ed milli ons of new money . Would that be 
more helpful to the capital market than taking 
50 million more each week in short-term bills, 
which tap a different field or credit entirely, 
between no~ and December, which would a void the 
necessity in December or going in for a large 
amount of new money? · 

It seems t o me t~t the pr ogram wnicb looks for­
Nerd to raising a l ar ge amount of new money in 
uecember might be more or a deterrent to the 
capital m~ rket, ' because it would anticipate t hat 
you ' d be after capital funds in December instead 
of taking currently short bonk money el!ch week in 
the meantime . 

'//ell, of course , if - we al :;ays talk very frankly 
here - we jus t bar ely mtide this mo ve of putting 
)00 million oollD) S in gol d in t her e, and now we 
come along and Ne r e going to take 400 mill ion 
dollars b&c:t . 

out you don 't take it back •. • • 

.. ell , ne barroN it . 
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~ou oon't take it any faster t han you' re going to 

use it . 
lie won ' t use it ot e ll; <re won ' t use it &t all. Now, 
what ' s the sense of putting JOO million doll ars in on 
one hund and t aking 400 million dollars out that 1•:e 

don't need? 
You avoid taking it out of the capital market i n 
December. 
It doesn't come out of the money market . You' d 
o~Uy take it out just t.S r a st as you spend it. 
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Your balances oon 1 t go up especially. 

It just doesn ' t make sense to a e. 

I see your problem, and you can argue tha t it 
doesn't make sense. But, after all, if you take 
it currently e ach week and leave it on deposit, 
you haven't taken it out of the market . 

You mean do it on book credit? 
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If you're afraio of taking it out of the m~rket • 

17ell, the other argwaent t hat I can't see is tha t 
i f .1e take this ae.y, tlul t this is going to convince 
the people we 're going to ba lance the budget, and 
if we take it the 15th they're not going to think 
we 're going to balance t he budget; and I think it's 
just the opposite . I mean if the Tre~sury suddenly 
announces it ' s going to be in the market for a hun­
dr ed million a week, I think 1t will come as a great 
shock to the people. 

No , they expect it. You see, this is just exactly 
wha t you did in July und August. 

But we needed the money . 

Just exactly t he same program, and your balances were 
in the same posilioD. 

Well, but ;;e had to, bu t we never - I r;.t leust don't 
think we have - built up our balances in order to 
pay off a maturity on the 15t h of December . 

And then, the other thing is, if 1'e' re t alking now 
in terms of public reaction, aren't we - I mean that -
now , my public debt again goes above 37 billion, and 
then for another t'NO months they ' ll be harping at us -
"37 billion dolbr debt" - and I mean they keep using 
that figure over and over and over . It ' s below 37 

now, isn1 t it? 

(Nods yes) 
And the thing - if t his is a question of giving 
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peo~le confidence, all I can say is the reaction 
it does to me . Now, I told Burgess , •I •ll listen, 
but to me it does just the opposite . llhat U\e 
hell i s the ma tter with the Treasury that they ' ve 
got to go out and borrow an extra 50 mil l ion? Are 
expenses so much greater?• I me;,.n there ' s a great 
difference between the very small group of bond 
houses and discount houses , and the great mass of 
institutions that hold Government securities . 

I want t o soy t hi s , too. The reaction I've got from 
the field - Uph.am is out t r &.veling for me; he ' s an 
excel lent reporter - is tha t they are completely con­
fused on al l these Federal Reserve ~oves. I mean 
ne's sta rted in New Orle~QS and ne ' s working up, nd 
he nasn't vis ited a be~ yet t na t understands wha t 
the Feueral Reserve h~s done . Not one . · 

/.nd no.v suduenly the Treasury comes along ond says, 
•we need a nother 50 mill ion collars a week e xtra. • 
You•re t alking t<bout ba lancing the budget. :!ell, if 
you ' re going t o b~ lance the budget, why do you need 
another 50 million a week? 

You have to borrow it in December anyway . 

True, but I don't - and t hey don't expect it now. 

I thiDA they expect i t more tbis time; and certainl y 
in lie ill York I should tain.t tney would expect you to 
borrow currently r Lther t han to borrow new money in 
December . 
I'm sure that ' s right. I'm sure that's what the 
ma rket expects. 
Mr. Secr etary, speaking in t erms of possible public 
reaction, it seems to me .ve •ve got to consider it 
somev;hat in the light oi' the action which the Federal 
Reserve System did recently take, r egardless of whether 
banks understand it or not. I'm getting a little 
bit hopel ess on the subject of having action always 
understood. But at least I think that that particular 
action was taken on the predicate thht t here would be 
no new financing. 
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May I add tney didn't understand what the JOO 
million dollars of gold was for any better. I 
mean we ' re both ln the same boat . I don't want 
to be misunderstood . 

154 

I agree fully, but I do think that ther e might be 
a question of timing there to consider; wh~ther it 
outweigns the other i s certainly a subJect for dis­
cussi on . 

Well , no.: do you f etll nbout this? 
a clean- cut difference of opinion. 
think? 

I mean here ' s 
\Vhat do you 

l.!y offhand feeling is t h&t it would be wiser not to 
defer this borrowing until Dececber, but to go t.head 
right straight through now nnd elim1nate it . But I 
must say frankly t ha t that is i n large part the result 
of the f ~ct tna t the Reserve System has announced a 
bill-buying pr ogr am for December, which was to t ake 
care of a t ight situation in the money market . No1v, 
if the tightness in the money market is going to be 
perhaps accentua ted by deferri~ tnis borrowing pro­
gram until December, I think we ve got to consider 
whether t hat action would be wholly misconstrued and 
not just simply misunderstood; whet her it might be 
construed as havin$ been done for the purpose of 
having th&t purchasing power available at the time 
the financing was done . I Nould like to hear, i f I 
may, Dr . Burgess' s vieR of it at some t ime during 
the discussion . 
You said sometning - I wonder if you meant wna t you sai d : 
tha t by d eferring t hi s action xe ' d be tiehtening the 
money mo.rket. 

llo, I didn ' t. 
1 think that ' s what you st.id . Diun•t ne? That ' s 
wha t you said : by deferring this borro1vi ng we ' d be 
tighteni ng the money marke t . I don ' t get that . 

In December at the time in December •nhen you would 
be borrowing , it seems to me that there mi ght be a 
greet pressure on o marke t on which «e think there 
already will be pressure by reason of the shortness 
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of the r eserve position, at 'lfhich time we have 
announced we are r eady t o step in with a bill-buying 
progrB.JD. 

Now let' s be terribly honest Nitn each other, see? 
A bill- buying program . How much are you fellovts in­
fluenced in auvising me to put out a hundred mill ion 
dollar s 'North of bills the next two months in order 
tha t the bills would be ther e for you to buy them if 
necessary? 

Well. , I'm not influenced by t llll t at all . 

I mean just be .•••• 

•I ell, if toey ' re not, why then perhaps we 11on
1 
t have 

to adopt tnis policy. 

Let 's all - bec~use this i s important - let ' s all 
be terribly honest with er.ch other. Burgess was . 
I mean I' m no t saying that you are not. I me&.n he 
said, "!.ly heavens , we ' ve only g ot 50 m.illion dollars 
worth or maturiti es in J anuary . V/hat are we going 
to do 1f we ' ve got to buy some bills? .. here are they 

going to be?" 
I don' t think t~t that is u major factor i n my 
rea soning, but I do t hiDA i t is fair to s ay that that 
is a f actor and it is a l egitimate f actor. I think 
this is a joint progr~m , that furnishing t he a~unition 
in the marke t by wllich we can operate properly i s a 
f actor and is a pr oper factor . 

Well, I think the other side of the t n1ng, and as I 
say, you haven ' t mnde a dent yet . The f ac t tnat you 
haven't got t he a~unitlon, I t hink, is bullish, and 
• think that t o supply you witn three or four hundred 
million dollars worth of stuff in order that it would 
be there ln case ) OU nave to buy them- I jus t can 't 
see i t I haven ' t asked anybody on my - we ' ll give 
everyb~dy plenty of time . I just can't see it . 

The point iS not to have .$uff to buy, but to have 
stuff which will run off after t he turn of the year, 
if tnat ' s part of the program . It looks just now 
a s i f it will be less than was thought , but tnat part 

of t he pr ogram • • . •• 
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Now, one of the arguments you a re using - a s 
f ar as our playing ball with you is concerned 
the object of that sta tement that the Federal ' 
Reserve made Sunday t wo weeks ago was in order 
to t ake care of the excess res~rve situntion 
between now and the end of the year, and I want to 
as« llr. Goldenweiser if that isn • t t aken care of 
now . 

lhe excess reserve situ~tion , I should think would 
be perfectly sati sfactory no matter which or'these 
progr~s you adopt . 

But - you do think so? 

Yes . 

You cean t nrougn tne year? 

Yes . 

You mean t o say we wi.ll not have to buy? 

No , I dido ' t mea n thro t ex~ctly . 

I thinK tnat • s t he question you got . 

I didn't mean tog ive tllh \. i mpression. I mean with 
toe JOJ cillions that nbve been put 1n and the 
r eani ness of tne System to buy Nnatever is necessary , 
Nhich may be a oundred or tKo hundred ~illion aol l&rs, 
if we ' re going to, the excess r eserve situation is 
going to b e sa tisf&ctory whichever program you adopt . 

In other ~orJs, I coulJ tn~n s ay , based on thb t s tate­
ment , tru>t a s f a r &S li llY mor al obli ga tion of t he 
Treasury is concerned, :;e 01~ ve fulfilled th~< t mor al 
obligation towar d t he federal Reserve wnen we deposited 
t he JvO million dollars worth of gold . I mean it isn' t -
1 mean th&t obligation doesn ' t make us- we ' re not 
under obligati on, in other wor ds, to go beyond wh&t we 
have done to make the joint action work. Do you see 

what I mean? 
les I s ee Nhat you mean, ~r. Secretary . I think it 
is perfectly cle~r that the program tb£t was announced, 
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a s you say , two weeks ago can be carried out and 
be satisfactorily carried out whichever of these 
programs is adopted . I think that is quite clear. 
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The only ~uestion there . is the questi on- the one 
Mr . Ransow raises of the public reaction: whether 
our purchases will then be interpreted as fixing the 
m~rket for the December financing; and that is the 
question tha t you c an discuss . But I think you ' ll 
agree with me , Jr. Ransom, tha t with eith"'r program 
o~ financing, the program that was announced two weeks 
b&O can be carried out satisfactorily . 

Yes , I a gree with that, doctor . 

I don't thi~ this is a major ~oint; I don' t thi~ 
it ougnt to be a maJor f actor . 

No , but I ' m takins the different argU!IIents that 
you're putting up and I want to see, if you don ' t 
mind again being very frank, a s far as I'm concerned, 
whether they hold water . 

Now, taking Dr. Ooldenweiser 1 s statement , I take it 
no one in the Federal Reserva System di sagrees with 
ni m, and then there is no moral obligation on my part 
t o a d just our financ i ng ln order tha t our end of the 
obligation of the announcement of two weeks ago should 
be made workable . In other 1vords, v:e have done our 

part . 
I would like to ~a~e one supplemental r emark, if not 
one modifying remark, &bout •Nhat Oolden;o~eiSer says . 
~hile there was no co111111itment on the part of the 
Treasury a t all as to wnbt tuey would be doing in 
this last quarter of tete year •..•. 

Was never discussed. 
No l s ay there was no commitment at all. Neverthe­
le;s I in my own mind a ssumed that the bill program 
would probably go on about as it ha s in the last 
three quarters, because there was no reason to think 
then tha t it Nould be any different; and that if that 
would be done, it would be unlikely thut the Treasury 
would ask for uny ntw money in December . 
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Tbat Made a greut difference in MY approach to 
the Federal Reserve progr am, for this reason: tbat 
if in following the excess reserve prograM - let ' s 
forget tbe Treasury for a moment - r eserves do get 
down to a point wl:lere tbe Federal bas to buy bills, 
it will probably be in tbe last week of November and 
early in December; and if you're going to issue a new 
~oney issue in tbe middle of DeceMber, your announce­
ment will coMe out just about the week taat we Hill 
have bought bills in order to carry out our program 
about excess reserves . Ano it would be so patently 
construed, in the minds of a great many people, as 
a tie-up t o buy bills just to fk8tyour issue, that I 
don' t thinK you would like it, und I don' t t~ that 
we would like it . It is toe kinJ of thing t hat you 
have yourself opposed in the p~st , and it would be a 
ver y unfortuna~e coincidence . Therefore, I ' m not so 
sure t ha t we .vill have to buy any bills at all , 
frarudy . 

::ell, that's the next question. 

I differ with tnose who think we have to . 

I 11as going to ask you: on a ;>ercentage busis, what 
;>ercentage of a cnance do you think between now and 
toe end of t he year you ·will have to buy l ny bills'l 

'l b.~> t depends on who i s deciding . 

I mean just the opinion or Geor ge Harrison. 

In my own opinion, I d on 1 t think it would be necessary , 
even under the announced policy of maintnining .ade4ua te 
excess reserves . Following your d esteriliza tion of 
JJJ million, I don't believe t hat the money murket 
situati on would make it necessary for us to buy any 
bills . That is my o.:n personal opinion . I do think, 
however, that probably r. majority of the Open :.larke t 
Committee ruight feel differently when the t ime corues 
as to the amount of excess r eserves that ought to be 

in the market • 

• lell, I'll ma tte anybody & sporting bet ths t they 
won ' t buy any bills no ma tter what happens . 
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I' d like t o take you up on tnet bet, Mr. Secr etary . 

I ' ll take some of that myself . 

hll r i &ilt . 

I ' ll join you H you make your bet that there won ' t 
be any necessity to buy bills . 

No, I just say you won•t . 'nd wh~n I ' m t&.lking, 
I ' m talking about t 25- cent bet . I mean just have 
a bet . 

I won' t make &.ny bet. I h~en1 t won any yet . 

.. hat ' s taat? 

I naven• t won a bet yet, and I won 't make any . 
' 

I aean I •ro not- t&lking just . . •. 

But I tnink this, t'.!r . Secr etary : th:. t 11' you do adopt 
this secono pr ogram of new money, it would or should be 
very influential on the Open l.larket Committee in net 
buying any bills in December . 

Say that again . 

I tlliM if you follo 'I the progrsm of asking for new 
money in December - then I tninA tnut would be s ver y 
strong added argument against our buying bill s in 
December for the pur pose of increasing excess r eserves . 

I ' d li~e to explore tnat, ~r . Secretary, a li~tle if 
I may, by asking George just exactly why he thinks 
tha t would be true . I ' m interested in that . 

For tne r eason tha t I still believe it is to the best 
interest s of t oe Reserve System and of t he Treasury 
for u~ not to go i nto the market and increa se our · 
portfolio just ~t tne time of a new issue . The 
1reusury has t r ied to avoid that in i ts own poli cy 
and I think it i s just os wrong LS it can be f r om 

our mm s tandpoint. 

That, Mr . Secretary , gets back to wher e I star ted . 

I did not perhaps make ~self clear . 
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The ordinary peak of demand for currency begins 
the last of November or Thanksgiving, really , end 
then for the first - t hen the next three weeks in 
December, or so - it would be running ell through 
that period, 1f you're going to follow this program 
that we ' d have to be buying bills, if you' re goi~g 
to follow it literally and maintain a high l evel of 
excess reserves. I'm not at all worr ied about some 
consider able decline in excess reserves over that 
seasonal period, where it is to be expected that 
funds will decrease . 

lJight ! say, l.lr . Secretary, I tnink we are clear on 
two points: First, that the obligation of the Treasury 
in connection .71tll the statement of tGo weeks ego has 
been fully discharged, ond tha t the obligati on of the 
;:,ystea1 t. s to whether or not it buys bills 1s one con­
tingent upon the situa tion in the excess r eserve 
position a t tna t time . I tllink those two points are 
perfectly clear, so I think perhaps they are not 
immediately related t o the question wnich you £sked 
in the beginning . 

But there is o coll~teral relationsllip that I t llink 
i t is v ery well that we explore . 

1/ell, I taink th is . I think ·•e have come into this 
meeting for t he first time with two definite opinions 
arrived at t hrough a misunderstanding . Now - I mean 
I didn ' t nave the slightest i dea that Dr . Burgess had 
t nis idea ; he didn' t have tne slightest toea that I 
had my i dea . And tnis i s the f irst t 1ne ~e have ever 
come t o a meet ing thf>.t t;e di dn't - .;e appr oached -
got into a meeting, I unprepared as to what he thought , 
he unprepared as to wha t I thought . ~nd wha t - I 
mean I ' d like to hear more, but l c ertainly - due to 
tnat situation, and not having h£d a chance to explore 
this Nith my own people - I mean take -.rha t you c all 
the Burgess idet. and explore it here; and cel'ta inly 
you people di dn't know hoH I felt . And I think under 
those c ircums tances I• d l ike to postpone any action 
for one or to\'O or eeits &lld give us a cb.ance to approoch 
t his thing knowing what ••• Her e ' s two idea s . Now, 
I•d like to ask you gentlemen whether if we postpone 
any uction fol' two .veeks, 110ul<1 thl< t - or do it for one 
week, 1 don't care; I'll either say postpone it one week 
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or two weeks , either one, and • •• • 

:.light I ask wha t day one week would fall on? 

October 6 . 

161 

1he folloRing weef., the week of October 11, ther e's 
a meeting of the American Bt.nkers Association t na t a 
good ma ny of us would like to 8 ttend . 

·11e 1 11 hove it a week from today , 

il week from today . 

and tha t gives us a chance to talk it over ll'ith 
my crowd . Becaus e both ~emorandums furnished me 
by bell before ne left end Haas since then - neither 
of these mc~oranda conta1n a nything other then 50 
mil l ion a week . So I mean we 1 re entirely unprepared 
for this thing . I tt1ean I 1 ve got a memore ooum fro a 
Bell which he gave me before he left ; t he only differ ­
ence was Nhether we should start selling the blarch 
t ax bills next week or whether we should star t on the 
13th . 'I'hat• s the only dii"i'er ence between Bell und 
Haas . llut in nei ther of them was there anything 
about u nundren million a week . So i t shows we are 
completely unprepar ed . 

I thi~ ever ybody ' s ass~~ed th~ t the JJO aill i on 
dollars ln gold •oul d take c are of our cash r equire­
ments up to December . 1?e hi> ve . 

I t hin.< tnat 1 s the t•ebl d"nger of your program for 
new mo ney in !Jecember, fr~<nkly : that, A·bether rightly 
or 11rongly, th~> t dester ilizution and figur es tha t 
have been published in the press have made.the great 
majority of people think thut t here would be no new 
financing in December . I think that ' s t he i mpression 
of t he merke t . I ' m not sa;;1ng that it i s anybody ' s 
faul t a t all, but it's ••• 

The press didn ' t say thst . 

What ' s that? 
The press didn ' t say that . 1he pr ess i ndica ted that 
there would be no bill financing until December . 
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Uh no. 

Mr. Secretar y , may I ask a 4uestion? You asked, 
a nd I t hink quite rightly, whether anybody tlought 
th~t you had in any woy failed to di schar ge your 
purt of the cooperation. 

I asked t hat question. 

I s ay you asked that question, and didn't we think 
t hb t you had done your port when you desterilized 
t he JJO millions of gold . ~ight I a sk whether in 
your opinion you would t nlnA tllllt we had failed to 
do our pert i f ~t any time ~uring the balance of 
this year we aecided .1e aidn ' t want to buy any new 
bills a t <.11? You 11 erc .villing to bet a minute ~:ogo 
tnat it woulun ' t be necessary to buy them. 

No, I didn' t say tht<t . 
wouldn ' t. I didn ' t say 
No , I didn' t . 

I didn ' t- I said I bet you 
whether it would be necessary . 

I n other wor ds , I don' t r egard that there i s any 
obligation on us now, willy-nilly, to buy bills 
before t he end of the year , and I s hould think if 
there wer-. that obligation would be someVIhat changed 
if you make a new issue for new money in December. 

I can't ans11er t nat question directly, but I' ll 
answer it toe best I can. I think that circumstances 
nave to decide whetndr you have or nave not dischar ged 
your obligati on in vie.v of your statement of two weeks 
ago . 

But I do think - all I want ed you to feel ••• 

bxcuse me . I mean the money market - I c ouldn't say 
today whether on the 15th of November or the first 
of December the money market - where it would be ; 
and I wouldn' t Nant to s ay t o you gentlemen thut you 
have fulfill~d your obli gation today as of the 15th 
of December. 

Jlo , I dian • t mean that . All I - we •11 )JUt it this 
way . ?loulan' t rou asree t ha t whatever obli gs tion " e 
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h~<ve is somewhut llOdified, or might be somewha t 
modified, by a l ater decision of the Tr e1 sury 
to usk !'or ne.v money in !Jecember, because you 
.• oulun' t >~ant us t o do ••ith o\1!" runJs just ,>rior 
to an i ssue .;ha t you •• oulan ' t do with your own 
fur.as 1>rior to En issue? 

Geor ge, you ' re a sking - i1' you ~on•t mind, )ou •re 
"sking tNo 4uestions ~t once . You ' r e &sking me 
h:.s the Feder a l Reserve d i schar ged its obl1ga ti~n 
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in view of its s t fitement of two weeks n{;o , and I say 
that the money market Ms to ~<ns .ve r tha t as bet .veen 
r.ow and the end of the ytt r . If you ~o sl< me , do I 
like to see the Feder al rtese rve go in Nith a heavy 
buying pr ogram jus t aheLd of o Tr easury i s sue, mY 
E..ns .• t:r to t.tu. t. is "No . 11 

• na t 1 s .val< t I w&ntea • 

See? I m~~n I tnink ~here ' s t~o questions . H&ve 
I uns!;t;reu both of them? 

Les , you nave . Ana all J. wunteu to 90int out .v10s 
that I agrte with you cbout t;oina i n just j)rior· to 
an issue ; ttu t , that beins so , it mi ght m1.k& it very 
ciifficul i for us to put t.he :uoney in th.; m1.rkct t o 
int:r<;~ :.c e >.~:e:;s reserves t. t t n., til:le t.aa t I t:liru< 
:n&.ny in tne Open i!a r:tct Committee tnougnt it .:oula be 
li~ely tney ' d 3~ve to out it in . 

• a~ only .,.uestion I wt.nteo t.o s.t - I ;.ninA s llPolle­
m~:ntal 1.0 that is tnis . 'l:he •;ircumst&nces in the 
money uu.r.tu t. whi cn ott;ht influence the ~eden 1 rleserve 
Sy s tem to operate its bill- buying progr &m \'/Uicrt t hey 
nuv~ s t.utco tno possibility of, mi ght be subs t antiully 
cnnr.geu by a Tr et· s ury progrt.m on UeceUlber 1; . I assume 
tn~o t i t .. oula be ::otes or some suort lxmds o!' some kind 
:~ .• icn millht \.~sp socethin.; Nhich .~ould affect the cttpi tal 
mr.rket, ;:ne:-ecs t:J.e blll-buyi ng - bill progr am betl\een 
no;v ond December might not do t n:. t - t E..p <n entirely 
aifferent field , the li~uld m•rke t , the b&nks . 

Suppose 1s cer t i f icate were offered with 6nr.ouncemer.t of 
the intenti on of d i splbcing un equiva lent amount of 

bills . 

~ou mean in Decembe r ? 
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Suppose that were used in December . Would that 
affect some of your reasoning? Kr . Harrison? 
llr . Burgess? 
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I oon't Know tha t I got your point, really. 

Suppose in !Jeccmber our ne.v financing operation 
wns confined to a certificate issue, with the 
announced intention of employing such certificate 
issues to convert into certificates pert of the 
outstandlhg bill volume . "ould that change your 
feeling about ne1' money operation in December? In 
essence, you see, it ~ould be r ai sing short- term 
money in December instead of str etching it over a 
period of eight weeks in advance . 

I t hink I would feel a little better about i t . I 
don't knowwnetuer tnll twould be- I'm not passing 
on whether tM t would be tne wi se thing to do, but 
I think it would ans:1er ~ part of my argument Lgainst 
the new woney issue ln December . 

Vie have yet t o ge t ~>n ans •.'ter f r om the .::oystem os to 
wha t the banks would like in the woy of cert11'icates; 
whether they like it four times a year or twelve 
times & year ; und the .::.Ystem was going to explore 
tha t field for us . Am I right? 

You arc right . 

And we haven 1 t h~;d ar.y answer on that yet . 

toould you lilte twt ciiscussca this e~orning too? 

If you have t he answer . 

I don't know that we nave t he answer . I'm very 
sure t hot we haven't the unswer . ~ut at least we 
might start; tne thing is, as I s ee it, n matter 
of coney t:tar.s:et policy, so that I would like to, 
wi t h your permission, ask Dr . Burgess to state nis 
views and then take it in t hat se~uence of getting 
the evidence before us before anybody e xpresses an 

opinion. 

All r i ght . 
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Just on the question of certificutes . Well , the 
m~rkct ~ill take certificates in £lmost any renson­
lble amount . And perfectly glad to get them. I 
think the recepti on for your 1-1/4 ye&r note this 
timt. t.nd !'or your t~G-Year note 1n June ore thb best 
inoicntion or' sin t tne c rket wo.Ud or would not no 
~ith t. snort- term certificcte . Tney woulJ tt.ke them. 
Tn .. June issue Nbs a ct.sn offering, <1nd tbout nslf of 
th:.t wt.s t&ken in New York end Ebout nalf outside .. 
No ~uestion about their tok1~ a certificate . 

•lt~il , Runaoi;.on, do ~ney want 1 t c,uarterly o r do tlley 
~>llnt it •aonthly or Heedy? ----=- ~ •• .. ell, I tnin.t you woulun 1 t ·mnt to issue tncm weekly, 
bectuse you•ve go~ to nove tne ~cnin~ry ~et-up of 
allotme~ts and 1nJtruct1ons; 1t 1 s a Job for c,unrter 
cotes . 

I tt\lnk so . Ana do a .ny 11 ith tne quarter d~ te t&x 
bills . 

llut you' ll have some a1ff1culcyw1th your certificate 
now becu ust: all yo11r t~<x d 1J tes lire fill~d up to 
194J. You ' ve got Whiuring not~;s in every t ux d1te 
to 194J . So thut the re doesn't seem to b~ uny rush 
c.bout starting c ~rtific~tcs pfrticul~rly, tt leas t 
not until tne pain~ ;mere you g ct your 10-C:t) 'tills 
repllcin& :;-our 9 -montos . But Eg&in. I think, l.!r . 
~ecretery, th&t is u proble~ of the ?Brticul~r design 
or the clothes &nd not u c;uestion of wo~ t clothes 
you :;ant to wear . 

uon 1 t .'I ant any c lot.he3. \lOll t you people usked us is 
to c ive you a pair of undershirts and D pair of 
druwet•s in case you need th~m . 1/h~tt? 

Ur . Secretary, may I s ::.y this, th&t it seems to me 
the crucic.l proyle..o ric;ht b<.fore us now is the capital 
lllt.rket ; tlllit :>'e ve got n very bod cup!t:;l l!lllrkt: ~ right 
at ~ time Kben ~e ne~d tne best ~ind of u c~pitnl 
mt<rl!:et . 'I hut is, you h()ve co::se to a point 1.'here the 
support to business recovery from Governm~nt spending 
is tiJporing off, c.nc: quite pr operly so, c.od thlit should 
be repl()ced by privute spending . Privutc s pending is 
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dependent in part, as one of the elements of the 
capitul market , on new issues . Nev1 issues have been 
increasing - that is , new issues for new money - over 
a period of months, until last summer they got up to 
more substantial amounts than they had been for a 
while, but still very much smaller amounts than before 
the depression, or very much smaller amounts ttum you 
were putting into the market tnrough your Treasury 
fiMncing . !low, just at that critical point, when 
your Government supply of funds wr.s going down, r.. s it 
should, and you are dependent on your new capital 
market, you have t hat new capital mar ket crucked wide 
open and the whol e machine for new capital issues is 
stalled, so that issuers are delaying their issues and 
the underNriting capacity is pretty well t oken up . So 
I think it is a -major fli.ctor in determining your own 
financing . 

No.¥, I nave no <;uesti on in IllY mina whatever but that 
a December issue of fair size by the Treasury is much 
less good for thli.t capital market than the current 
issues of Trea sury bills . 

Well, that ' s the whole question. 

That ' s really the woole 4uesti on, it seems to me. 
Now, ther e is - at the moment there is a very large 
supply of short- term funds sceki.ng employment. Re­
serves are high. There is no question about the 
Treasury bills being t aAen a nd taken easily a t good 
rates; On the other hand, a s you step up even to a 
little longer market , you begin to collide with your 
private capital market , where the oifficulty lies. 
~ou collide psychologicully as well as actually. If 
t hey knew there was going to be no new cash financing 
in December, it woul d have a stimula ting effect on t he 
market . That seems to me the grea test argument there 
is for deciding the question reasonably soon and 
getting t ha t out of the w~y . 

Well , if you don ' t mind my saying, the premises which 
you ley do~u on the capital market - I ' m s till uncon­
vinced. I ' m still unconvinced . 

And t here is a seasonal factor too, you see. Well, I ' m 
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watching 1~ constantly; I ' ll give you a ll the 
evidence. 
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No, I beli~ve the capital morket is shot, but the 
fact tnat we get out bills, sell bills now, instead 
of an i ssue in December - that t ha t would help them -
tnat ' s not ••.. 

That ' s the question of Judgment. 

Xou s ee , tae New Xork bonks now have 400 million 
of excess reserves. When " m;.rkEt i s snell- shocked, 
it shortens its maturities ; it doesn ' t want to r each 
out . ~no tne thing tnat you can dispose of without 
bo~hering very muon, tht. t they 1 re eager for, is the 
snort stuff . You' re trying to feed them the other. 

hod now the seasonal f~;ctor on the t hing . The mt rket 
h~<s a tremendous amount ot" excess reserves a t the 
moment - tnese 4JO million uollars in Ne" York -
t hat's gradually going to be lapped up by the seasonal 
pull, so th«t the time •::hen you 'Nill have the lenst 
funds wil l be in the week or two before Christmas , 
and your December financing ~ould come &t absolutely 
t he worst time in the next three months , seasonally. 
It would come when the reserves are the smallest and 
when the strain is the gr eatest and when there is most 
probability of our having to go in ~nd do an opera tion 
ourselves. 

"Still the same fact remains that our December financings 
have always been successful . 

Yes, but tais is the first time you are doing it with 
small excess reserves . 

And our September 15ths are going badly . 

Well , the only t ime t he Secretary of t he Tre&sury fell 
do~n very badly on them was in ' Jl. 

Repea t the year . 

' Jl. 
No misunderstanding . I hope this Secretary wi ll never 
do th&t; he never will . 
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Hut, Mr . Secretary, isn' t it right that t his i s a 
question of Judgment as t o which of these t •11o courses 
of acti on will be mos t helpful to the capital market? 
No1v 11e nave one impression and I think you have 
ano~her impression. I 'd like to t ake another week 
to study it, but I do believe that there is the diffi­
culty tbut tne longer you W&it t he more nearly you 
commit yourself to your course of action. Because 
wha t will we do with bills on October 6 under your 
program? 

Be another 9-months bill issue. I mean e week or • •.. 

rlut i t ' s a good t ning to get these Uarch bills cleared 
up before December ; December is the time when pressure 
is coming on ~nis market, i f at all . 

iou can start the March bills October b if you Rant 
to; then tne l J t n you can announce your 90-da:, bills 
for cash . 

I think .• •• • , 

Oh, I don ' t want t o - I ' a r a ther sit t i ght for another 
Neek. Anoth<..r week cun 1 t hurt . 

You don ' t lose your f reedom of choice entirely by 
.1a1ting a nothl.r week. 

Oh no, oh no . 

I• a rotht r see you t ake that week to further explore 
it . 

Oh yes . I mean we have seldom had such a f undamental 
differ ence in an Open Uarket - mind you, Open Market -
meeting . 

How much would your publ ic debt have to go up, the 
total ~ublic debt? 

About J OO million, if we had JOO mil l ion of new bills. 

How f a r Gbove J7 billion •11ould that t ake i t? 

Wel l , it woul d carry you bock to \'there you were. 
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Carries you beck wher e you were before September 
15, doesn' t it? 

Just about . 

You' ll go ov~r again in December anyway, on the 
other program . I don ' t think i t makes a bit of 
difference ; you ' r e going over one time or anoth~r . 
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I'd like to take t hi s week to study it. If anybody 
gets any ideas, I' d be more tnun pleased if t hey 'd 
send t hem down nere or call me on the telephone. But 
! baven' t - tnis is something entirely new. I hPven•t 
had a chance t o thinA it ·over and tal~ it over with 
my own people, because Re weren't thinking along 
t hose lines . The first I ~new Burg ess Ras thinki ng 
this was yesterday afternoon at four o ' clock . 

We haven ' t been t hinking along the other line a t all. 
We were assuming thll t sometning like this .vould be the 
program; the only <,uestion W!.IS the maturity or the 
bills . 

I think it 1 s "en worth taking c. 11eek to tniM it 
over . ~et out another 9-months issue . 

Don't you tnink tnst Slime ,veek might be t aken to give 
further consideration 'o the question of the muturity 
of your bills i n relat i on to the program? Tnose things 
seem t o me now t o be very closely tied together, and 
t here isn' t any positive ans wer tha t I t nink the Sys tem 
can give you on that. .~e can give you some evidence 
ana c1.1n give you some expression of opinion, but after 
all it i s , in my mind, very closely rela ted t o the 
fundamental ..,uestion th£ t is up this morning, and I 
wouldn't see any gr eat advantage in exploring it at 
any great length today, until we explore the other 

further. 

Check. 
I would like ver y much to wai t a week, because I'm 
sure 1f you decide it today we •11 get licked . 
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No, no, I wouldn' t decide it today . 

What ' s that? 

I wouldn't decide it today. 

As I say , I think it is much better to wait . 

110 

I dian•t want to decide when you people feel that 
strongly , and I think it would be a greet mistake 
t o d ecide . I wouldn ' t attempt to decide it . I 
aon 1 t even know how the Treasury staff feels - I 
mean I haven't had a ch~omce - and I always discuss 
these things witn tnem . I wouldn't decide today. 

But it is en entirely new &pproach to us and I for 
one would like t o have t he chance to think it over. 
And you may be dead right about t ne capital market. 
At tne moment I s till feel that we are rig~t t. 

~ffect on the capital mfrkot is so important a t the 
present time tha t I would l ike to see it t horoughly 
explored. 

Between now and next :lednosday I ' m going to have a 
tall< wi th r.tr . IJOU{;las ~ond seu what t hey think. I 
t hink t hat Federal Reserve and the Treasury - we 
assume t oo muc~ of this burden; end I t hink there are 
some other agencies i n town that should assume some 
of this, be a l ittle helpful . 

I think you 're right . 

I think we a ssume too much . Talking about capital 
market - I mean I think we' ve got to have the S.E.C. 
in and see how they feel about it . 

Tney 1 ve got some work to do. 

Or undo. 

There' s a little test or t ha t part;· right now. 

certainl y between no1; and next l'lednesday I'm going to 
have a t ab: with s . E.C. and see now t hey fe el. 
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• 
\lell, is it agreeable tha t we meet a week from 
today, the same time? 

Nhat day of the month is t hat ? 

That ' s ' the 6 th • 

It' s al l right «ith me . 

It ' s nice weather down here . ','/ha t? 

Very nice . 

Not as nice a s Hono~~l}l•••.---._-----~-~.;-. ..... 
I have & dinner engagement I c£.n g et ou t of . 

t.l.r . Secret ary , m~y I ask \\as there any tnougnt of 
r efunaing t he 2-5/8 notes mL turing the first of 
Febru:.. t•y i n l.Jecember, or r~:.ising t he mon"y in 
December a nd pc.ying ttlem off in ca sh, or • • .• 
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I think we ought to cross tha t next week . I think 
it ' s good to bring 1t up now. We can t hink Lbout it . 
Also the sugges tion of announcing t h<Jre will be no 
rights for February . 

Tht.t was only i n case you c ould pay them off . 

Well, I t hink we've got t o announce thut prett) soon . 

Unly 277 million . 

1 t nlnk H Nould be nice il' we could take care of it 
ou t of cosh in Februar y , not o t tempt to t oke it in 
ueccmber; have enough c ash on hund, Just pey i t off , 
in February; not i n IJecember , but to meet it when 1 t 
and pay it out of the cash dra .>er. But aga i n, I ' m open 
to argument. Anybody else? 

I mo ve we adjourn. 

Right now. 
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~ ~ TREASURY DEPARTMENT 

WASHINQTON 

S.:pt .. ber 29, 193'7 

I conferred toda,r with 0oftntor W,ero of the rar. 
Credit A4a1n1etrat1on recardtnc hio :pro:pooed !inancinc 
!or No.,.,.ber 1. 

There are two iuueo of lederal Land l!Mir Bonde 
uailable tor call on lioft&'ber 1, 1937, one a 4-l/4'1-
obliption in tbe accrepto of $44,109 ,620 an4 tbe other 

· a 4f, obliption in tho acgrepte of $27,806, ceo, or a 
total of $71,914,700, both of which are due Xo~ber 1, 
1957. lt the call 1o u4e it b.ao to be announced not 
later tb.an October nn ... o . 

Oo•ernor ~ere propoeeo to finance theoe called 
iuun a:p:proxt.&hl)' ao tollowo: 

Utilhinc part of the current 
caah balanceo of the i edlral 
LaA4 ~. • • • • • • • • • • $ 16,000.000 

federal LaD4 3&Dko to borrow 
:pr1.atelT !roa eoB£Orc1al 
banko on ohort-toN :po:por, 
.-a• •• ln the paat • • • • • • 

~o borrow !roa tho Joderal 
lana llort~ Corporation • • • 

15,000, 000 

42,000,000 

!otal • • • • • • • $ 72,000,000 

ln order to place tho federal rar. llortcace Corpora­
tion in t\mde, 1\ to propoMd to Mll a abort-teN obl1pUon, 
aq two 7111"1, tor tho tull • ount required , tl:ooe to be 
11arlootod in the uaual 1LUIIlor throncb the lodlral llaMI"ft Banke. 
The exact 11aturi t7 an4 rate rill be fixed 10M Ute Jut before 
tho o!1'er1nc, which rill be be t ween October !1tteentb an4 

th1rtr-t1ret. 
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!hie will Ulte u l4oal ~Dt for \he t.u4 
llaDI<a u tbe7 ba'" ao aaturi tin of U1J oou~ Ollrlllc 
the JUl'• 1939, 1940, lHl or 1942, 'ooat tbq 4o apect -
lerp repe;rMDh of prtDClpal alcb ou 'be UM4 to P«f ott 
the 11l4eb\e4Deea or .. \eA lll tbta reflul41ac to tbe -rclal 
b...u u4 to the J.Ural hnl llort&ace OorporettoA. 

I reco•ell4 the\ ;rou appro•• the propoaal of OonrDOr 
~~Jere , after 11hloh he rill au"-1t to ;rou a forw.al latter 
aaklDC for a foraal appro\'al of the la~c• of .. curltlea 
of the federal ,..,. llortpp Corporatloll with the aaturltJ' 
and rete of lllhrnt acr•ed. to b;r the 'lre&aurJ. 

It ;rou rill lD&Ucaw hereoll 70ur appro\'al, llr. l!utelt 
rill telapho,.. Oonnor Jq.ra thet J'OU ~ approftd lt ell4 
he can proceed ri th auch arr~llh u IUIT be ... cuterT • 
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FROM OOOHIWI, 
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Pressure on trano continued heavy until in after­

noon trading wh en there was react i on and market offered 

eoae sterling at 144.53 to 55 . With the end of the month 

eo cloee and JBOney eo tight a more widespread r eaction 

would be expected if it ware not for the Yery nenoue 

a t mosphere wh.ich st.ill exiats. Forward prem.iuma on 

sterling were as high as 6 3/4 for 1 month and 12 1/2 for 

3 months . Rentas down one franc or more and French eharee 

depressed on a genera lly blue mar ket . 

This morn.ing one P&riB American Bank consulted the 

Bank of France as to whether certain facilities should 

be extended to importers of Amer.ican mat erials 1n Northern 

France; the Bank of France stated tbat the stocks were 

already a.ple, and on thie ground the P&ria-.Aaer.ioan Bank 

was asked def1n1 tely to turn down the requests. 

Market is gossiping of poBBible changes in the 

cabinet but baa nothing definite. Some operator• ae well 

a s 
1

ome financial writers interpret Bank of rranoe efforts 
eYeD 
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even though in!oraal to limit forward dealings as really 

the f irst step in or at least toward exchange control . 

175 

I had l\lllch with Porters, the Eu.ropean fi.nancial ad­

viser of Standard Oil. Portera had been i n London very 

recently, and he eaid that in ba.nlt1Dg and business circles 

there the French finanoial and monetary situation wae 

viewed very seriouely. These circles do not see a clear 

way out for the French. Ky friend npreaaed extreme 

cynicism over the prospecte of any results coming troa 

the efforte of Paul Van Zeeland in the i~ternational ec­

onomic sphere. At present ~e doee not see many oppor­

tunities for the BIS, and he hopes that the BIS will not 

immediately fill Qusenay' e poet. 
WILSON. 
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8eptellber ~, 1~7. 
~103 •••• 

Hello 

Hello, Bill 

Hello, Henr:y 

How are :you? 

I ' • well, I wanted to eee :you, and I thought :you'd 
been too bue:y. 

Well, I'•• been .oderatel:y bue:y, but ne•er too bue:y 
to eee you. 

Well, I didn't ha•e real bueineas untU now, but 
I ha•e wanted to sea :you. 

Bill, Bel1 left th1a aeaorand~ on :your financing, 
)'OU see. 

Yee 

And I'm not quite aura if I understand it. 

Yea. 

He says that if :you call those two aaturitiea, it 
aaounte to appro:.t1matel:y aevent7 two m1111on. 

That 's right. 

Now, :you're go1ng to take fifteen aillion out of 
Federal Land Banl oath balances. 

Yea 

And fifteen a1llion -

Commercial Bank borrowing. 

Yee - and then fort)' two f rom the Federal Mortgage -
now, what I don't- are :you going into the aartet 
for forty two a1llion - two 7eare - or seventy 
two a1llion. 

Forty a1111on. 
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Tha~ waen 1 t clear in ~he .. acrandua. 

In other worde there are n o eteps, Henry - the land 
banks have ~heir seventy two million. 

Yes 

177 

And we wan~ ~o call them and retire them and substitute 
etutt that they ca.n pay ott out ot collecticns over 
the next three or t our yeare. 

Well, I think it makes eenee. 

And then, in order to get tho aoney, the mortgage 
corporation will have to 1811 ~~~ a1111on approxi­
mately ot two year notee -

Yea 

And turn around and lend it to the land banke at a 
little higher rate which will give the land banke -
give the mortgage corporation a little margin on it. 

Well - I got a memorandum, and I've Just written 
O.K. on it. 

Fine, and we ' ll get the regular thing too. 

I'll /give this to Bartelt - I 've lett word as eoon ae he 
came in, he ehould come down. 

Fine 
And how much money can you glve us to help balance 
the budget thie year. 

Well, I'll tell you - we have been trylng to get 
along on as little ae we oould - are you golng to 
do it thie year . 

Yea - you know darn well we' re not. 

I meant '39. 

139 - yea. Thle year - no 

I got 111 ear• padded down, trying to ean torty 
a1llion on intereet notes. 

Ye• 
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But - wall the ouUoolr. ia good. Cartainl:r tha:r 
don't need •• auoh relief in agr1oulture, and we' re­
going to get - we're get ting - we're going to get 
••r:r haa-..;r p&)'IUnte tb.1e tall.. 

lhat will :rou do with thea. . 
011 - We 1 re going to pa;r baclr. ten aill1on that the 
aortgage corporation owed w the 'l'reaeur;r. 

How auob do :rou owe ue altogether. - Kortgage 

Well - we owe relat1•el:r 11ttla. 

Uh-huh . 

Tbe capital that's put in 1e- that'e Juet capital. 

I eee - ;rou don't expect to get that baolr.. 

Well - neYer ie a long t1.11e. 

Well, eomet1ae- I don't want t o lr.1d- eoaet1me I 
want you down to talr.e a loolr. at ;rour p1oture. 

I'd 111r.e to. 

And everybod;r elee'e 

Yes 

I'd 111r.e to do it next weelr.. 

lll right . 

All right, Bill. 

Henry, you don't wallt down. You ' re 11v1ng up at the 

Carlton, I underetand. 

Yea - next weelr., I'll be up at the - probabl:r aove 
into our bouee, then I'll 

Well, I'•• been going to call Mrs. ~lotz and aalr.e a 
date with ;rou when ;rou get t1ae. 

Well next weelr. I ' ll be wallr.ing, and I ' ll be glad to 

wallr.. 

That'• not till the t1ret. 
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fell, not Ull next weelt . 

Oh ye~, that'• 

I mean I -

0 .IC. I' 11 get in touch w1 th you the first ot the 
weelt. 

R1ghto. 

That' 11 right. 

1hanlt you. 

How1 11 your apple crop 

Oh, biggest we've ever had. 

Prices not so good 

Price11 smallest we ever got . 

Well, you know how the cotton farmers feel, you get 
just as much dollars and you ' ll have more tun. 

Yell - says you economist. 

Well -

Well Bill, I ' m happy - I ' a all right. 

o. r:. 
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GRJUP :.LU.TI!iG Septe~ber )0, 19)7 
9: 30 a .o . 

Pr esent : Mr . !Jt.gill 
Oliphant 
GE.ston 
Haa s 
Gibbons 
Lochhead 
Thompson 

H .• • Jr : 

_t.gill : 

d . . Jr : 

:.:q;ill : 

tl . • Jr: 

"''gi ll: 

rl •.• . Jr : 

.J ~.<gill : 

r! . ·~ . Jr: 

llr . 
Mr . 
Ltr . 
lJr . 
Mr . 
Mr . 

I read your memor andum on Vinson. I ' a say his ideas 
are 11 f lukey . n 

Toey are, v ery definitely . ~nd , to me , tht.t seemed 
the more oopef ul . • 

Yes . 

ue ' c. be EDUcn worse off if he hE.d s ome very definite 
convictions as to what he wanted to do . 

I think I •m going to be t r ee this after noon to work 
with you, b ecausc I ' ve gone about as f£ r as! can on 
t nis budget business now . I 1m going t o put you down 
her e f or t hree o ' cl ock . 

Good . 

Str ictly in this r oom, I ht.d nalf to hour ' s visit wi t h 
Mr . Ickes yesterauy and , mucn to QY surpr ise, ne is i n 
entire sympatny with wh~< t we Pre t rying to ao here . 
Taat stE.te~ent •hica Nos gp tten out on September ~0 , 
saying tnbt p;·,~ woula stop, 11as O'lritt;en by his offi ce 
and was for cea on the President. Be is anxious to 
bal~nce the buaget, ana ne says ne ' s sic~ arm t ired 
or being tne r.nlpJ)ing boy . I almost fhinted . lie st.l d , 
1-s far as he ' s concernea, he isn' t going to cncour&ge 
any mo:e spending . 

So r•ve been ar ouna the circle wi t h t he excepti on of 
:.allace, who is out of town, and - but they t> re very , 
ver y inter est ed and ver y encouragi ng . But I 1ve s een 
t hem all except 1/allace . 

•/e l l , now I •11 t &ke o billi on off of t he r eceipts tbu t 
we ' re tryi ng f or. 

It doesn ' t nelp much e xcept f r om t he s tandpoint of t he 
next t hree year s . I oean you c an ' t do MUCh on this 
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year, but if they stop making loans and grants 
now, why, we get the benefit in ' )9 and •40. 
1hat 1 s wha t it amounts to. But most encouraging . 

The other encouraging thing was tha t , in spite of 
I guess about as severe selling abroad a s we have 
had, tne market took it 1n its stri de and absorbed 
it and gained yesterday, which Archie thinks was 
~ost s i gnificant: that we were able to t ake this 
very s evere selling from Holland, absorb it, and 
end t ne day with a gain. I mean it was very severe . 

Tnat .vas in s tocks or bonds? 

Stocks and secorA-grade bonds . Don't carry much 
high- grade bonds . !he Government bond market has 
carried itself right t rll'OUgh any11ay, witnout .... 

tlerbert , can I say something to Wall Street J ournal 
about - something o~out my saying the bona market was 
a bulwa t'k agai nst this dr op? 11\'lhen I s cid t he Govern­
ment bond market , I meant tile Government bond market . " 
hnd t hen I c ould soy , 11Well , r.ll t' i ght, if yesterday 
was a test, my theory is borne out . " Or would you 
simply say t o toe boys , 11When I said the bond market , 
1 had in mind the Government bond market,• and l et it 

go? 

Oh, it wouldn ' t • ..•• 

Toe boys don ' t like t o be corrected . 

No, taey don't. 

It's unimportant . 

tlo , tney .• •. 
h s a mattet' of fact, the Ohio hdison yester day - that 
money &oes into new construction. One of the few 
issues they ' ve had for expansion. 

It Rasn't all sold yester day , but it moved very well, 
and they think they ccn term it a success . 

Burgess is going to write me a l etter once a week, 
George . He 's been watcniog these issues very closely . 
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I • v 
He s got Edie, or Edie, doing it - the fe llow that 
used .... .. 

Used t o be with me. I don ' t !mow who 1 s been doing 
it . 
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And he ' s going to give me u l etter once a week . They 
know whether these lssues go well. 

As a matter of fact , again v uy coni"identially, the 
Pure Oil issue was a hundred percent flop, and it ' s 
the first big issue ~hich both was guaranteed by the 
underwri t ers and went completely back on t ne under­
,vriters . . No.v, i t' s tnat kind of stuff -I mean often 
you .1onder why does the Govern:nent 1>ond mf rket ac t 
sour . It has nothing to do dth the big issues . How 
big was the Pure Oil issue? 

I don't recall . 

\'/ell , it went compldtely sour, and the underwriters 
have got it . '.I. hen they mos t likely turn around and 
blame us or S. E.C. ror some rules and regulations; 
and tney simply priced the thing :1rong und t i med it 
~Tong . And tney 1 ve got to look around - they blame 
we or Landis or l:.ccles because they timed tne thing -
sold wrong mer cnundise at tht! nrong time. 

I talked to Randolph yesterday about this capital 
mer.<et to see .. hat his i ue:.s were . r;e ' re very close 
together, only he usual ly puts in different reasons; 
but we get tne same conclusions . Be never mentioned 
the increa se in excess reserves; it seems that the 
S. E. .C., or all \.nose things ... But he admi ts tha t 
this tightening up had some effect to force the issues 
out of the banks . 

· I mean t he thing- I mean, to phi losophize a minute, 
i f we make a mis take it 1 s front page news . I don ' ,t 
know who sold Pure Oil ; do you suppose the Wall 
Street Journal or New York Times is going to ride 
the Pure Oil as a flop , ~> nd so on, "ad that these 
deal ers did a bum Job, ~nd look Nhat they did to t he 
market , etc. •ney keep it a deep s ecret . 

laat's a priva te incentive . . 
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Deep secr et. There • s ~onother o.ne too, but Pure 
Oil was the worst one. 

Did Durning drop in to see you (Gibbons) yesterday? 
He was in my office. He spent three hours with Gay 
the day before. 

ilitn who? 

1'/ith pay . 

The one t ning I heard was on tile public utilities 
like gas companies t.nn railroads - tha t tneir rates 
are i~~ad ._;:pd wnat t~.Y are afr aid of, why they 
can't float issueS,~s ~t l sbor costs and other 
costs will go up t.nd t he gross income is set. 

Well , the news i s thli<t tMt cro.7d is mystified . 
Gay and his crown ore ell at sea, haven't any 
explanation . 

Uid you see the neat way i n which Chester Otvis 
kept Mr. Broderick ' s secret in the Post this morning? 
They said in the Post this morning that Broderick was 
going to r esign and they asked Chester Davis about it 
and he sai d - this is Mr . D:.vis - "M.r . Broderick '111m ted 
to keep it a secre t that his r esi gnation is going in 
today and he is llcce,..t ing tne presidency of a !lew York 
bank, and it's soing to be ve ry eobarrassing to uim if 
you print lt . " So t hey quote hllll . 

New York Times carries the story, bank ann all . 

Be was out aere yesterJay t alking to Aieley wncn we 
came in. 

He came in to say goodbye . 

•rank Gardner, the A. P. man wno used to be here , now 
writing financial ne1vs ln New York, told me some 
f igures that they were tub:lng about in New York -
rather interesting point of view. They figure that 
something like between three and a half &Dd four 
billions of pump-priming money has been withdrawn 
in this f i scal yea r as compf red with last fisc~l tear, 
and 1t adds up tha t way . There's about a billion end 
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a 4uarter bonus expenditure, vnd in Social Security 
funds there's over K billion; and then there is 
about a billion two decrease in recovery and relief. 

Yes, but that doesn ' t - the Social Security money 
isn' t pump- priming money • 

.i. be point is th~ t withdrawing it - it is withdrawing 
from consumption expenditures. 

Taen you are in the field of withdrawals from capital 
markets . 

tlet s pending deficit . 

Actu::.l ca sh de1"1cit is ovtu.t goes in. f/hat ' s the 
a ifference? 

I don 1 t recall tne figures , but I think Herbert is 
pr etty near right on that. And that Social Securi t y 
does come into it, because your concept is your net 
s~ending defi cit . 

It would practically be all witndr awn from consump­
tion expenditure. 

You give me a f i gure when I get ba ck Tuesday . 

11e 1 re working on it now . 

I•ll give you taa t figure . 

Tha t a rgues for bigger business investments . 

It does because I ca lleo his a ttention that our 
miscell~neous interna l revenue, our excise taxes, 
er e somet hing l i ke lJ percent r ignt now above last 
year, in spite of tha t. 

They ' re beginning to get on to that. They nate to 
admit it, you see , because that argument is agains t 
the balanced budget. 

Yes, yes . 

You see? 
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Too abrupt taper ing off. 

'l'hat argument is agllinst a balanced budget. But 
if you'd take th11 t 1 George, and give me something 
t uesday morning , i f you please . 

'ies , sir. 

.Vba t else you know, Herbert? 

185 

I think - ob, Emanuel Celler put out some kind of 
a state~ent last night sayi ng that - t aking note of 
tnis A. P. story tnat you were in favor of balancing 
the budget even if we bad to increase t axes, Lnd 
saying th&t be was vigorously opposed to any increase 
i n taxes . 

de ' s co~ing arounu to see me tnis morning, I suppose 
E. bout tba t . 

Well, if you s ee him, tell him he's all cock-eyed • 

uell , be is IJpjJa rently trying to get in on the tax 
pr ogr am. As I under~tand, he ' s bringing Mark Craves 
with him, and somebody else . I presume what he wants 
to talk about is either state-federal coordina tion 
or else r epeal of c6pital gains . Those are the t wo 
things he ' s been t r ying to swing onto . 

George? 

I think he better be repealing c~pital gains . 

George? 

I finally got tha t up to you a t t he hotel l as t night, 
but t he most important section - like for you to read 
it a ll, but the most important section is the end 
section there . 

I read it . It ' s onlY about half t he story . 

Well , on that end . 

'ies . 

~te 1 :-e writing . ... 
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It doesn' t belong in there . 

liuh? 

It doesn't belong in this memorandum . 
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I aon't think you can ai scuss tbe business situation 
•dthout I)Ut ting up some consideration of the capital 
market . 

~ut you onl y d i d hal f the Job on that. 

\'/ell, I t nink tha t 1 s one of the - either the hear t 
or the kidney of it . We haven't got it all ther e • 

Well , all right, tha t would come into wna t Gaston 
says on this wnole Federal spending - I mean come 
into thut . 

Did r .s ay - I don ' t know whether I did- tha t we 
were writing a more full memorandum? 

Yes . 

~es . You' re right, t hen. That ' s all . 

Nothing . 

You a ll clear? 

(Nods yes) 

(Nods nothing) 

Tell the boys verbr.lly I ' m pleased the way they 
handled Bl ack yesterday , wi ll you? 

l es . I called the Collect or • • • . 

" ll right . 

••• • and congra tulated him on the ~ay the thing was 
done . 

black didn' t let them use the sound- track on their 
news reels . He wouldn ' t t al k for t he neRs reel camer as . 
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He sai d ne ' d make a statement, apparently over the 
radio. 

l:iilent films. 

I told you tha t rred Essary, of the Baltimore Sun, 
congr a t ulated the Collector too on the way he 
nandled it. 

••nnt to r ead the tail end of rlussell Porter ' s story, 
the l ust two paragr aphs - swell little anecdote ln 
the New York Times on page three, at the very bottom 
of the story , about what ttle ~ustoms inspector sa i d . 

Very jolly for the limes . 

"..!a Jor I . •• . Truxtun, Collector of Customs , and 
Urs . Truxtun •.••• " 

No , about the Gus t oms i ns pector who e xamined the 
bagguge, pulled the cartoon out of his pocket . 

"The r eporter thought at fir s t tha t the ins pector 
.vas ~n a rdent New Deal er indi gnant a t an uffront t o 
judici~l ui gnity . But t he inspector 4Ulckly corrected 
tni s impression . 1Tha L1 s a hell or a way to draw a 
customs i ns;ect or,• ~as nis compl a int . 1You never 
saw e cust oms mWl t h&t loo.ted l i.ce t ha t . "1\Y, it ' s 
just a caricature .' " 

All right . 

George , you want to stay 11 minut e? 

Got clear ance from the Comptroller Gener11 l on that. 

Really? .. ell, I'm seeing your f riend at ll: .30, liermr.n • 
.'.' i ll you be in t. t ll: JJ? Collins . 

Is it ll : .3J or 11: 15? 

(Gibbons , Locnnebd , Thompson l ecve) 

Just a sAing you fellO .'IS t o stay her e a second . 
George on tnis business thing that you've given me, 
see - between now and Wednesday . This thing - I just 
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am glad; you aee, what happened yesterday is very 
interesting - in this Open Market Committee . 

Have Archie come back, because be's all "bet up" 
over this thing. 

188 

These babies come 1n here and they say, •wny, you•ve 
got to raise additional money between now and December 
15 in order to aelp the capital market, and then pay 
off your stuff . VIe want you to borrow 50 million 
dollars extra a week - 50 million extra a week. And 
then when the 15th of December comes, you pay off 
your maturities and that wlll be Vtonderful, and that ' s 
going t~ help the capital market.• Nell , I said, •To 
me, as I sit here, I just think entirely opposite.• 

So suddenly ~say, •We're talking about balancing the 
buaget and ~e go in to borrow 50 ML!lion dollurs a 
week extra . For what?• And they say i t 's worse than 
they thought i t was . "And back i t goes over J7 billion.• 

So we argued along , tnd finally they said, "VIell, of 
course, the Federal Reserve has only got 50 million 
dollars coming due in January. Supposing we heve to 
buy some bills and there is no ammunition. We can' t 
buy anything .• (Lo.:bhca:.d returns) 

•Ni~hout putting the r a tes up . " 

•Without ~utting the r utes up.• 

hnd they said, •Furthermore, if there is going to be 
any tightness we'd have to buy our bills around 
December, just ahead pf your financing , and you know, 
~r . Secretary, you're always opposed to our buying 
just ahead of the financing in order to give it a 
false look." 

~o I said •Well, listen, I'll bet anybody in this 
r oom that: no matter ~bat we do • •••. •- oh, first 
I said t o GoloenKeiser, ·~ow, listen, Goldenfeiser, 
the way the situation l ooks, do you think it s all 
right as far as you can tell?" 

•Well," be said, •as far as I can tell i t looks al:l 
right and we may have to do a little buying. As 
far a; I can tell, it looks all r ight, as fLr as 
excess reserves.• 
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I said , "Well, I 111 bot anybody in t h i s r oom that, 
no mE.tte r hOI': it l ooks , you won' t buy anything." 

::io :JcKee got mad - n.ies ::e will , yes .. e ·ill. n 
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;,o I said, "On, you won' 1. buy onything, .• nctht.r you 
neeo to cre~;te excess reserves or not . • 

" t',ell, the most important tning no.: is the capitr.l 
m•rkct, bOd if they knew you were out on the 15t h 
of December, tna t would be t he most encouraging thing . 
J..nd you ' VII got t o borrow a hundred million o week now 
insteld of 50 ." -Aeep it secre£7 • 

::>o I Sll id, "\'lhbt you real ly 11ant me t o do is to go 
out L O-. cre~ote enoug:1 ;>: pt.r s:> t luit t.rOWl<l tna first 
of l.ec.,;:~bar you c<on buy s oe2e or ow- stuff . " 

"Well, toot isn't just t11e •~Y ·····" 

uo A1•cuie , wno nas a way o!' ~utting llis fing ur on 
tninss - ne said , did it over occur to them the. t 
tney c ould start buying now if tney wanted to • 

. lo;·: , ju!".t in order to get this .. uestion of the capital 

.ll~rkets , you see, I 1 :1 .JOint. to ,..1erters .. nere I've go t 
confl uence - tais is Vt.ry much in toe !Ecily - t.nd I ' m 
goin& to sslt Parker Gilbert to get together w1tn 
..iorgnn-St1.nley, make 11 littlto survey . I'm roitlg to 
see tner.1 l.l.lnolly ; .• r.nt to st.) to tnem, "I'd lh:e you 
to tell me .-nat oiffer~:nce, if any" - I ' ll put 1t 
t't.irly - "~metiltr the rc:..sury - >ou ' re vn old lret.sury 
mun - ahe thc: r ;;e borrow en en week 5J million <1ollcrs 
extra , or 1/hether ,,e v.&it uniil the 15th of December, 
oous thut tn:..t h~;ve &ny ~ffect on ~organ-St~nley in 
deciding on t.1eir issues? I ' d li~e to .tno,; if it makes 
t.ny c iffereoce to ~org&n-~tLnley as to ~~~t they ' ll 
do bet:een no• Lnd thE l5ta of uece~ber . ' And then 
I say "'l.bile you ' r" ot it, 1 111 be oerfectly willing 
to ho~e you tell me ?nyto1ng that you think the tederal 
Governmt:nt might ao to ~ncourage it . • 

Eut just th&t particula r issue - because, bel i eve me, 
as fllr as the Feoeral Reserve is concerned, they still 
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Jump when Morgan-Stanley talks. I mean there's 
no - t~t • s the cream ; they 've got the best i ssue 
business . I 1 d just like to ask them. 
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George Harrison was a little canny , though, wasn' t he? 

He tried t o maneuver you into saying - remtmber, 
using one word? 

Georg~ sai d , "You wouldn' t want us to buy eround 
Uecember . " 

l sol~ , "0h no ." 

lhen they t ried to t wist it around thbt we still 
had &n obligation on th~:< t joint statement of two 
weeks ogo . ~o I s ale , "Well , we fulfilled our obli­
gation . " 

•hey said , "Do you thi~ we fulfilled ours?" 

I sold, "tlo, I don't . " I said, ttl.loney rates will 
deci de tha t . " I s aid, •I don ' t think you have ful­
filled that ; now do I know?" 

"Don't you want us to buy -we' ll have to buy oround 
vecembur, and ~e won' t have anything to buy . You' re 
not borro.#lng enl:lugh. " 

I meon r eally - am I exaggerr. ting? 

No . 

••hat? 

No. 

Am I exagger ating? 

No . 
It was the funnies t shoR I e ver sao;; . J.ll I c ould ao 
was to Keep from laughing . 

There • s one tni ng tna t ilhrr i son tried to put on you -
that their action was an obligation to the Treasury 

:~;ket, a nd you out him r ight off on that by swi tching 
it the other way. 
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You set~ , for some rea son or o~ner tneir maturi t ies 
in tneir portfolio for t he next three months are 
lo.v, ~o na tney ere gain!, to have stuff riding off . 
by God, tney mi ght even nave to buy a tnree or 
four yE&r obligati on . If ,;orst comes to worst, 
t.1ey mi&llt h~ave to buy 1.. tnree or four ye1.. r obliga­
tion. They hE.ven' t leaned anyt hing and they are no 
uifftrent , anti tnese boys doNn here j us t aren ' t smart 
enougu t nu tn~: t NeN Yor~t crowa just continues to put 
it all over tnem . Anu I don 't tnink 1t .1s conceited 
to say tha t they uon ' t put it over me . 

~utI don ' t tnink I ' m going to- say , I don ' t know 
unybooy I 1 a r atbtor h1.ve t ne opinion of tnun Pll rker 
Gilber t &nd c.i s crowd , to SllY .¥bether it does or 
doesn ' t . If he says, "Xes , it does m~e a a ifference,• 
gives me &n intelligent r eLson, I 1 a be influencEd . 

You' re in "' s<~"ell position of coop~n t i ng Ri th tnec 
tncre . 

I ' m goinl) to ~:sk tbem . lht~Y aave alw.,ys been v ery 
nign-cl !<ss in tneir c:iealin!IS .vitn us . I tnink t ney 
ar e n hi gh-clE.ss crowd . I ' u like to .!:now. And 
aft er oll, wnat :.torg&n-Stunley does i s the bellwether 
on tn~o " ri t1ng, i sn't it? I mean tbey 1 ve got out tile 
only issue no.: tlult ' s gont: over - t his '-'nio l:.dison . 
.out I'u just be curious - c-.f cours~ , I 1 1B not goi~ to 
1;ell Burgess - it' u., st.id , n.;ny, llr . llorgent nau, i t 
tioesn't mal(e tne sli gntest bit of difference Rbether 
you borro,·t noll or borrow ne•• money on the 15th; it ' s 
el l t he same . " 

If I go to t he ;;ell ami tulte it out t •.o months before 
I need it, to me it jus t doesn' t make sense . t.nd then 
we ' v" got to sit here for two months tJ nd hove them 
calli!ll nell out of us tnti t the debt is over J7 

billion • 

.~<nd t ne r u tes •• . .. 

Pardon 1ne? 

And you ' d naroen r~ tes pro t~nto . 

And t o s ay this money tha t Ne take is in no YIBY in 
conflict witn other oc. pJ.t~,<l issues - we t ulte 1t now, 
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it ' s no t in conflict, but on the 15th of December 
it is . 

Did ;;rchie ask t nem any r eason •• . • 

uba t? 

~ia Archie as~ them any reason why they hadn't 
tnought of starting to buy earlier? 

I wus l•fraid to mention it. in th11t way , because it 
WIJ s very ~<pparent tnbt i t 1 s nev~;r entered theil' head , 
lney 1 re ju~t firm . They don' t wEnt ••••.• 

I think tnty •ve been very consistent, the New York 
cro.~d . 

Of course tney ' ve been consistent. 

·,·,ant higner rates . 

Higher snort- term r ates , c ertb'inly . 

Hight clever . 

ils ntur as I can tell, I t uin.t tne 3JO million dll 
see tntm through . I metn it looks to oe us toough 
tnere is enough excess reserves noH. It ' s *ell over 
a billion, sna . • •. 

hell, it uepenas on tne a1str1bution of it . 

•. ell, 11e control tnr- t here . 

Can to some extent. 

Oh yes , just change deposits . I mean_ tlu. t 1 s - ,1e 
completely control tne aistribution o1 reserv~s by 
just changing deposits . 

aut 1 tnougllt you fellows would be amuseo by thiS . 

George I t nink that yo,;. ought to give these gentlemen 
a copy' of thot business thing that you' ve got. I 
really think they ougllt to Ju.ve it - in tht room here, 
nobody else . But I think they ought to lulve that for 
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buckgr ound . 

nll right, I'll give eLch a copy . 

But I thought you16 be amused ut tnat little gossip. 

Very muon, very much • 

I t's Just - I mean there ' s nothing sinister ~bout it . 

No, but it ' s unfortunt. te that this whol e s e t-up down 
here is continuously out~uiD.rted b7 t hem. 

lhere is nothing serious, but these people - I don ' t 
A-nOW • ••••• 

SEy , Herman, I '"ish you 1ti have so.t.ebody make in your 
office L study of this ,,nole Trans- M!erica business, 
see? r •ve been wanting to tell you that a long, long 
time . acre ' s e nolotn& company, a caain of banks . 
I thltlA it ' s cal led Tr~ns-America . 

'Ihat• s right . 

And here ' s u thing oeult l~, not even listed on the 
•~ew 'ior.t stocK excmmge , not listed on the curb, not 
even listeo on the San frvncisco stock exchange . J.nd 
persorwlly - I mean tn.ls is Just 111Y personal opinion -
I tbir~ it ' s one of the dungerous things in the whole 
ban~ting business . J.no I don't like his friends . 

1/ell , you remember tnt t li-.uor ;>icture we got once. 

I don ' t .... 

'ies, the li~uor or ganization, li~uor industry . 

'i es . 
~e're going to get this tne sr.me .:r,y . Is ttu.t what 

you Hvnt? 

7:ell, I - no, I Just - no, r kno• the s et-up, .mow 
noN it goes down, but •.. • 

'iou don ' t know all the Boaro of Directors - in~urlock­
ing directors . 
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Oh no, no . I want the thing, and then wha t I •ve got 
in mind is the thought that - the possibility or 
introducing just a little innocuous piece of legis­
lation making it impossible to have a hold i ng company 
in banks . See? That would be one step. Ana t he 
next s tep- some day we ' ll hit this chain banking 
t.hlng. But I think it's a very dangerous t hi ng to 
permit a holding company in bk~S . 

Ther e ' s a lot of background nnd sentiment i n f avor 
of doing something about the whole thing. 

Psrdon me? 

lhere •s a lot of sentiment in town here and on the 
Bill agains t the holdi ng company in banks . 
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H.ll.Jr: 
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H.ll.Jr: 

G: 

H.ll.Jr: 

G: 

H.Y.Jr: 

Hello 

Mr . Gilbert 

Thank you 

Go ahead 

Hello 

Hello, llr. 

Hello, h01( 

Secretary. 

are you. 

Pretty well thank you. 

Good - are )'OU at your 

• 

~ -

September ~0, 19~7. 
10:06 a.m. 

ott1ce. 

No, I ' a up town at the ao.ent. 

Oh, where you can talk. 

Yea, quite all right. 

Good. - I'd like you tn think over this situation, 
I ' d like to get rour advice Monda)'. 

Yea 
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Between now and the 15th of December we have to arrange 
certain amount of mona)' tor the Treasur)' . Ae tar ae 
we can tell we don't need any money but we have a tour 
hundred and fifty million dollars coming due on the 
15t h of December - bille which we could pay ott and t ha 
we would have to raise mone)' at that time. Now t here's 
two eohoole of thought , one ie that we should begin to 
r aise that aoney now, through bills you eee - or 
oertifioatee, and - eo that we' d have to have no 
financi ng on the 15th of December. The other eohool 
la that we go along just the way we are, turning over 
each week the fifty alllion which comes due and then 
have our tinanoing .on t he 16th. Now t he arguaent, the 
reason I'• calling rou ie thil · The argument that I 've 
given, a nd if I pick up the money now and each week 
fifty million extra and don't do it on the l &th, but 
that will help the oapital market, eee. 
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No I don't know the Morgan Stanley crowd, but you do, 
and I wiah you'd talk it OYer with aoae ot your 
anooiatee and let ae know i1", in their opinion, 1t 
would have any etteot on their getting out any new 
issues, you see, or whether it would . 

I hardly doubt it would Just•now, - other thinga -

Pardon me 

I eay, I doubt it it really makea auch ditterenoe 
right now ow1ng to the tact that the two issues are 
not likely to have thea tor other reasone. 

Well - I'm just - this argument hae been put up to 
me - I - I d•ln' t lUie - I don't know whether you want 
to know what I think or not, or whether -

You'd better reeerve your opinion . 

Better reaerYe - but I aean that it was put up to me 
so strongly by the Federal Reeerve crowd, and that -
I Just thought I'd talk to somebody who mekee his 
living out ot it . 

They - t h ey think tou ought to -

They think I ought to pick up t h e extra titty million 

each week. 

As you go along. 

As I go along. 

Making it a hundred instead ot t1tty. 

Right. 

Yes 

My 1nolinat1on ia not to draw on the money 
.aney which I don't need now- haYe no uee 
wait until the l&th ot December. 

Well 

I aean - I haYe no use tor the aoney now. 

aarket tor 
ror - and 

, 
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Pretty good reaaon tor not borrowing it. 

Well -

It's worth thinking over. 

But then the ettect - I would be very glad to have 
you tell ae - this is proposition A- what in your 
opin.ion are the raotora Which intluenoe housee and 
oonoerna who have to do with the Waeeohe aoveaent, 
whT they a re or are not getting thea out, you eee. 

I'll be glad to try to do that. 

For your own information I expect to be in New York 
with .y taaily on Monday, see. 

Oh, yes. 

I thought I ' d get in touch with you, we' re staying 
at the Savoy Plaza. I thought it you could drop in 
there, maybe Monday afternoon, we could have a talk. 

That would be perfect, I'd like to do that. I 'd like 
to talk to you about several things . 

And it you wa.nt to bring anybody along from Morgan 
Stanley, t hat's entirel y up t o you, or whether you'd 
rather eee me alone. 

All right. 

I •ean- that's up to you, and I'll phone your ottio~ 
Monday, and - some time Monday afternoon. Would it 
make auoh difference 

Any tiae Monday afternoon would be perfect. 

Well, that'll be the Uae, and then anything elee 
that you have on your a1nd, but this part1oular 
thing, - it Juet doeen't aake eenee - I never borrow 
aoney that I don 1 t need, because I think aoneyia 
cheap_ - why don't you borrow a lot or aoney now, 

it's cheap. 

Yea 
Well, I never know when aoney ie cheap or when 1t'e 
dear, and only borrow when I need it . 

Well, I think that ' s a very eound principle. 
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And I 1 Ye done that now e1nce I'Ye been here. 

Yee. 

But, 1f 1n th1e caee, 1f by borrowing the money now 
and not having an issue, the 16th of December 
would really have any influence, why then I'd like 
to know. 

Well , I th.ink - I'll go oYer that very carefully, 
and I think I can give you - anyway our opinion. 

R1ghto. 

Very clearly on Monday. 
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Well, then 1t givee you t18e to talk i t over, doesn't 
it. 

Oh, that'• perfect . 

Fine. 

I'd love to see you anyw&7 and that 1ll work very 
well. 

.Ul right. 

You'll r ing me up. 

I'll- I'll get in touoh with your of f i ce llonday 
morning and it will be eome time Monday afternoon, 
alwaya dependent on something unf oreeeen coa1ng up, 
but -r preeent plana are to epend llonda7 with the 
taaily 1n New York, I mean I've got a l ittle ehopping 
to do, I ' ve got to buy a euit th1a winter and a pair 
of sh.oea, - th1nge l ike that. 

Well, anytime it au1ta you llonday afternoon will 
suit me. 

Thank you. Goodbye 

Goodbye. 

Regraded Unclassified



Present: 

September :50 , 19:57 

The Secretary 
l!r. Altmeyer 
Dr. Haas 

11:15 a . m. 

Hll ,Jr: This gives us a chance to diseuse t he thing. 
What the President told ce that you had in mind which I 
think is excellent (the reason I have Haas here ' is he has 
been on it ror a couple or months) is, as I understand it, 
to have a oontldential oomm1 ttee which you would like to . 
have worki ng with you lcok1ng towards the future for oppo­
sition people l i ke Senator Vandenberg. 

~!r . Alt meyer: Yea . 

HM,Jr: If you will philosophy a nd expound, I will 
be mere than glad to sit back. 

~r. Altmeyer: or course you know t he talk about 
the reserve. Nobody knows what they are t alking about 
when they talk. They use t he word •pay as you go• and 
t hink they have said something, but on the other hand t here 
is a lot or support -- getting a lot of support ror the so­
called •pay as you go plan•. I don' t think any or us are 
supposed to pay as you go tf people are ready to take the 
coneequenoee and make other provision eo that we don't get 
into a situation where 15 or 20 years hence we are in a 
predicament. 

I t hink from the standpoint or the Treasury you 
have two worries: you want a system that your books will 
show you what liabilities are accumulati ng on you and will 
show you a true situati on , and , eeCDndly, you want to have 
an alternative tax suggesti on so that revenue wil l be com­
ing in ir they are going to touoh the payroll tax. We 
could operate, as you know, on the reserve system -- either 
way -- i r we had certain things. 

Now I think that rrom a practical standpoint and 
from a aooi~ standpoi nt, too, that i t is unwise to post­
pone payment or monthly benefits until 1942 because these 

199 
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small lump sum payments that are being made will not 
satisfy tho peopl e that something really tangible ie 
coming out o! thi s 9ayroll tax. This last year you 
had 6 months to run and it ran , as I recall, about 
$250 ,000 ,000 collections. This year i t is going to 
run, probably , around $600,000 ,000 collecti ons. We 
~tll be paying out in benefits, oh, probably, a couple 
millions dollars at the most, because they 1ue not· 
f iling. 11e estimated 350 ,000 claims tiled and I think 
we have had, down to date , maybe 20 or 25,000 tiled 
since the first of t he year. 

~ell, if it is socially desirable and also de­
si rable from a practical standpoint to start benefits 
sooner, then the question would arise: How shall we 
start benefits sooner and show shall we adjust the amounts 
to be paid in the early years? And ~ have several al­
ternative suggestions as regards that. 
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The two m8 in types are these: i f you start 
benefits sooner, of course the amounts will be small 
unless you allowed some kind o! unearned benefi t even 
in addition to the age unearned benefit element that 
is i n the present law for these people reportir~ in t he 
first !ew years , otherwise you would not have accomplished 
anything !rom a practical or social standpoint because 
benefits would be so small you would be derided for having 
started. There are two ways you can do it : e1 thsr change 
your percentage credit for the first 32,000 or $3,000 --
it's now i of 1~. You could increase t hat to, sayl l~. 
For a man who has only earned $2 ,000, he could get 920.00 
a month pension. T~At would stay in your picture tor 
all time to come, i ncreasing the present set-up tor a man 
to get a job during the last five years of his lifetime 
so he can build up a pension right, which will be a very 
terrible problem. Now, the other way is sort o! a sliding 
bonus -- shouldn' t oall it bonus ; that would be the laat 
word on earth to call it . · Say you todaY pay on a certain 
amount plus the present scale, but as each quarter goes by 
people reporting in successive quarters would get a little 
bit less and this addition, so that in the course o! years 
that would just pass away as their earned benefits increased. 

Well, those are t he two main alternatives so tar 
as starting benefit payments sooner. It would run into 
sizable sums starting benefits sooner. You might b~ve 
as cany annuitants as 200,000 or 300,000 by 1941 s:ld you 
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lllif ht bo paying out as much as $300 ,000 a year and those 
are terrific sums, but over a period of time if you use 
the eli ding bonus that does not amount to much as comnared 
•11th the $47 , 000 ,000,000 reserve which we calculated w1ll 
be accumulated by 1980. It does amount to sizable sums 
on an absolute basis, but not on a relative basis consider­
in>; t he period bet•teen now a nd some period in the tut\lre 
l1'te 1980. That's so much for starting benefit payments 
sooner. 

I think there are a number of things that I men­
tioned i n the memora nduo t o the President that we ought 
t o give c~~dexation tQrr----• 
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I have Just been mentioning (a) •start monthly benefit 
payments not later t han J anuary 1, 1939 , i nstead of January l, 
1942 , a nd liberalize the monthly benefits payable during the 
early years. • The next point •(b ) Provide an extra allowance 
tor 11ife of old age benefit recij)ient . • In Grea t Britain, 
for example , t hey pay double if t here a re two aged 65 years 
living together; instead of g ivi ng $11.00 they get $11 . 00 
apiece or $22 . 00 alt ogether. That is Just a poi nt to con­
s i der in lieu of any i ncrease in basic allowances to any 
indi vidual . There i s complaint that basic a llowances are 
too small for a man to live on. InstP.ad of increasing 
t hose basi c allowances you might mee t the problem by al­
lowing extra amounts i n case t he man ' s wife was alive, and 
i : would not cost near as ouch, of course. 

(c) "ProVide benefits for survivins wi dows and 
orphans, regardless of age of decsaeed,• -- what they call 
•survivors' be nefits in most of t he European insurance 
cla.1os. They run t ogether - - old age, inval.id1 ty and sur­
vivors . That eort of provision would out into our present 
expenditures considerably tor what we call •mott~rs 1 

pensions• 
in the States. It would out into t hat segment of the 
r elief problem to the extent we allowed this type of bene­
fits to widows and orohans. Very little tor t he widow, 
but a certain amount i'or the first child ,.nd a certain 
a1~ount t or successive children. You would cut into t he 
r el ief payments t hat we are ~ki ng tor mothers' pensions. 

(d) "Provide benef its for perr..anent total. disabil­
ity. • That is , i f a man reached the age of 40 or 45 or 
50 permanently tot allY disabled , he could start drawing 
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benefi ts that he would otherwise have drawn if he r etired 
nt 65 . That's eo much for the old age insurance . 

Those are suggestions that I ma&e of phases that 
I t hought we ought to study. 

HJ.l . Jr: Study. 
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Ur. Alt:neyer: Yea. On unamployoent insurance I 
suggested we ought to consider the possibility of extendi ng 
unecployoent i nsurance eysten to i nclude compensation, for 
example , due to tecporary disabi lity. The old age i nsurance 
will take care of permanent- to t al disability people. The 
unemployoent r.ould t ake care of the temporarily disabled 
people . 

(Ur. l~ill came i n at t his point .) The Secretary 
said to him: I explained it ~as my fault.that you could 
not be oreeent. I will talk to !~. Altmeyer for this half 
hour and then he has this memorandum vthioh he gave to the 
Presi dent, which I ~ill gi ve to you and we can all read it 
over the week- end and next week we will all get together if 
that is a greeable to him. 

Hr . Altmeyer: I am c oing to be out of town for a 
month. I hive speaking engagements all over the country 
and I will do them all next month. 

K!.!,Jr: Well, men you come back. 
nothing in addition to this meoorandumf 

But there is 

Hr. Altmefiir: No. What you might do is ask Ur. 
Haas to do eome t nk1ng about costs. 

Dr. Haas: That's right . 

HU,Jr: Now, you would like him to work with your 

people? 
Ur. Altmeyer: Yes. Two people I have over there. 

I am not using up my whole research staff because I want to 
keep it close to home. Don't want people to get the idea 
we are starting out on a new scheme. Falk and Williamson 
are carr ying 1t over there. Those two people have been 
doi ng some work. 
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Hli ,Jr: 'lie could get started, using this memor andum 
as a bae1s. Haas could work along on the cost. What else 
could we do while you are away? 

Ur. AltmeYer: You are moat intere sted ln oosts 
the ••hole econom.tc iCIPlication. 

Mr. Haas : Ho~ it fit s into the whole fiscal program 
and, agai n, if you need more money , the whole tax question is 
opened u!). 

Hli ,Jr: You want to kee!) this very quiet? 

Ur. Altmeyer: Oh , absolu t ely ! 

HM,Jr: We don't want any more disturbances Just now! 
It really gets down to Uagill , Haas and myself wor king wi th 
your peo!)le while you are gone and we ought to have something 
by the time you get baok. When are you leaving. 

1t . 

thing. 

Mr. Altmeyer: Sunday afternoon or t!onday morning. 

HU ,Jr: (to l.!r . Haas) Put the month of October on 

llr. Haas: It's a very big Job. We will have soc:e-

HU ,Jr: Early in November -- the first ten days of 
November. 

llr. HaaB: All right . 

HU,Jr: I sn't that about all we can do today? 

Ur. Magill : What is the proposal? 

HU.Jr: There is his memoranduo to the President and 
I will have copies made and send you one. 

Ur. Lmgi ll: SorrY to rush out thls •BY· 
I:U! ,Jr: It's entirely my t'ault . 

t he whol e pioture? 

Ian' t that about 
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Mr. Altmeyer: Yea , I think i t is. It rune into 

a lot or money. The substance, the gist or it is thi s: 

liS fa r ae we have gone -- we haven't gone very far on this 

t hing -- as far as figuring the oost i s concerned, you oan 

get an old age, eurvivors' and invalidity i nsur11noe system 

along the lines I have J.ust mentioned and get it i nto oper­

a tion , say, J anuary 1 , 1939 or January 1, 1940. You would 

not have to attach present payroll tax rates. The step-ups 

would renain the same, but you would have to continue t he 

s t ep- up for 1949 bec ause it will cost core coney. The 

present type is~ or a~ total. You oould·not get all 

this for a 6~ total . You would have to build i t up t o , I 

think, er~ and even t hen eventually the Government would have 

to oo~e in with a subsidy, a sizable subsidy, 'probably 1/3 

ot the total , and that would run into money say tor the next 

15 or 20 years. In other norde , your present payroll tax 

a nd that sort of thing takes care or the thing. After you 

get past that poi nt, you have an ever-increasing Government 

subsidy until you reach a mat urity or the system 45 years 

fro~ now. Then you level orr. Now, the question is how 

f ar we should go in this direction recognizing t hat as we 
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do we probably are also abandoning, to a certain extent , the 

res erve system, the eelf-sutficiency basis or this thing 

and running into an eventual Government subsidy. Whether 

that's wise or not , how far can we go on that sort of program. 

Hll ,Jr: I have what you have in your mind and it's 

tre~endously 1moortant and if they even thought we were 

t hinki ng about it the impact would be terrible . We can 

keep 1 t quiet , 

Ur. Altmever: We can keep it quiet too. 
just been rwninating it in my mi .ld . 

HU,Jr; I appreciate your co~ing over. 

I have 

Ur. Alt~yer: Thank you very much for letting me 

come over. 
ooo- oOo 
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aeet ,.u,b obJeaUa. tna U.. ..Uod jlftfMaJ.oal 1a t an, 1\ n..ia a 

aood olouoo or aUoi\ia& • oUYo ... p.,or\ h'oa t ho •o41•l protaHlon, The 

loU..Iecl 000~ ~ N laM \MD lJ ot thO po.:fi"'U. 
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'• The utao!OA of a -.U-..bl a )><'rl or \bh PNIJ"lll w a &J'MtAr 

_;,ro,...ua. ot t ba popo&lt.U•, ..,UOillarl,r •cr1cul.Wra1 . ora .... , 4-•U• 

• pl oy• .. And \be Mlt..-pl.,..t GaD proloebl.r be ac- pUabed \1\J'oqb onanatnc 

w • ~toabinecl pa)'I'OU ao.d MAed epgee buia Cor c • putina t.w o:>d 

benatl\e, lklclll ut.eeoioe aboul4 4opeadet u.- 110lY1n& tba •<lal.D1a\ftLUft 

; roblooa ill•olYecl &114 upa. poplllar 4 .. Dd, .I.Yn no•, la; GM.'Uit auludecl 

SI'OIIPOo lNoG a a lot.Aka, .... .,,, Lll4 ral.l£10114 ou>el ob.orl Ubla Wl• rU,...tiOGI 

..... urc!D<I axtenlloa or aa.U< , . to u. •• 

6, Tbe Core&oiq pi'OIJ'U •olll4 eo~ppl_,t the wocr AO of ua• ploJ'5oa\ 

..nd reU ur CK1Uilled 'bJ ll.r, Lropld.Ga aii/J .... U.• .._,_ oa \ oh . ..... or a 

l ar JU ..nd lu&ar .....,, ot tbe p:robl u, • ltheu t •ff••''P' tht lt4ml, 

tt!':M:tM!t :::SH't':l:: ;!;ttft!L!::l::·:!~:!J!r:~: 
\!lo.\ yu 1o4 or ua. b.,\uall.r 1t •ollld be n.., .. ,...,. to pl'O'fida u oU\ar 

ftep-up 1a J>O:fi"'ll t.a rata• OAIIer U\a , ropoaed old a&• ;>arauAoat lJinlW\7 

""' •IU'Yi•or•' illauraaoe .,.,.. 1 0 ~t lnate&d or " ... w .. of "' tJ'OII tba 

eaploJOr u4 •;1o7M, tile .. xf• •• tdiht. bo ~ tJ'OII aacb, u-, \bh 

ate~ oHCI not oeov until 19, ::1, lla&1nnl.na - U•• alter 19'2 • 

&OYeraaeD\ auboidT would be naca••£rT wbiob wollld lnorQnaa each JO&r0 4uo 

Chl.all7 to tba tao\ Uu. \ \ba IJI\OO • ou.l4 Dot raub ita ,.. \llr1t 7 ror 

• bollt 1,0 ~·tllJ'Ie 

llaoaUM or t.!le •&Al~...te o( Ula problc:>l 1nYOln4, I aboul4 U lr.a to 

•~~~&••'- \bat JOil . p!A'int " ., • .,. .... u IIJioft1clt~l0 unpublich..cl CJ'OUPo 

lnollldlaj~ 111M Perldn1, llarl')' Rop"la• , 111141')' ·OJ'II!<lthAu, 11....,. .. Lllaoe , 

on d •1••lt \o .-plon th••• probl • • • od t o report to 1"" !'Joll tlaa to 

u.. t.lle c:ouno or t heir th I.Alc.lac· 

1 abould al.M lllta w 1\• .,. 70ur •ucau\ion u ta •lu t to ~o • bout U\a 

&<hrhoq fi.I'O'IP o!._lt>ecl 1n \he • tt.aohad ne .. l"'per r ele••• ot lW7 10, 1917e 
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Septel!lb&r 30, 1937 

To: The Secretary ... 
Frc:n: ur. J!ag111 

1. Conuesaman Cellar, iJorr1a Treoatne or llew York and two 

e • .100ia ter. and J.lr. L . l!. Parker spent an hour wit h 1118 today on t he 

subjec t or the tax on ceoitel p ins and the undiatributad prorita 

taJC. Mr . Cellar ursed that the undistributed prortte tax •s un-

dul y burdenaO<ne on lllllllll C<X!Iplllliea and that the tax on oapi tel !!"ina 

liftS pre.,..nting business trenaactiona , particularly l&laa or aeouri ties . 

! lr . Tr&nlllinll , attar a long speech , ,.,de speclti c propoeala aa tollowa: 

inoreeae the incone tl\x on the lower brackets; modlty the und1atributed 

profits tax ao as to permit t he accUI!Illlation or &1\rnillca Deeded tor 

growth; tax capital gains and l ossaa i n a separate schedule, using a 

flat rate or tax; apply aome fora or tax to corporations wbiob do not 

have ne t i nca». I ga.,.. no indication to these ""'n ot my cnm nan 

or t he Treasury• s views with respaot t o these proposals or ot hers; 

and conaoq,..,ntly, I do not at all un.der atalld Congraauan Caller's state­

ment to the press tba t I btld indicated that the Treaaury W&a atwl)'in.J 

tha poaeib111ty or moderating the undistributed profits tax on small 

businesses and or i ncreasing t btl inooaa tax rates on .Uddle sized l n­

COI!IIIS . Caller adTOcllted these two ohangea, but I expreaead no opinion. 

2. Settle~~~ent of the ll&ha""'a i!l$uranc& cases: 

At 11q re'l,'"'e t Ur. Oliphant and Ccxaisaioner nel.,..ring cUaouased 

the settlement or the ri .... cues wbicb were presented to the 1o1nt 

COWiittee invol'ring taka insurance policies in Be.bamas companies . 141' . 

Le111ing, Who he a bean in charp or the caaea, indicated tbat bia con­

clusion lifts t hat t here was not enou8h e vidence to t'orm a basil ror 

crl:m.1nal prosecution but that the fraud penalty should be asserted 

against each or tbe tndi'Oid ... ll in proceedinge before the Board. or 

Tax Appeals, !Jr. Olipbant agreed wi tb this point or view and directed 

•h&t t be Penal Division oooplete its recoanend&tionl so that tbe 100rk 

on the oases will 8 0 torward tn the usual COIU'ee. :Iori< has been held 

up during the past month due to the fact th&t tbe tiles ere in tbe 

hands or Llr . Parker• a staff' at t be requut of Senator Lalollute ' Who 

bas asked for an an&lyaie or the oases . 
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Sept .. ber JO, 1937 

ro: The Secretary 

7roc: llr. lla&ill 

SubJect: Conference with Congre1aman Celler, Uorria s. rreca1ne, 

Controller of the State of •ew York, llr. Carl lbitney 

of t he New York B&r, llr. Jonea, Pretident of the Akron 

Belting Company, Akron, Ohio, and llr. L. H. Parker. 

llr. Celhr h8d arranged the conference. Ire opened the dhcuuion 

by reading lettera !roo two New York corporations to t he effect that 

t he undittributed profitt tax prevented the ..all end aiddle-aize cor­

poreti ona froa building up a sufficient aurplut to compete ouccetofUlly 

with t he larger corporaUono. One ot t he corporation• hed hed a earieo 

ot deficito followed by a net incoce of between three and tour t houoand 

dollara . The letter pointed out t he deelrability of retention of the 

earnings which it waa ao1erted the preaent law prevented. I pointed 

out to llr. Celler that the present law was more favorable to a corpora­

tion with earning• ot thia ohe than the prior law. 

llr. Trea&lne t hen aade a long epeecb, the ght of which wu that 

he wao strongly in f avor of the Pre1ident and hle policleo but that ha 

believed buaineo• waa being atifled by the preaent taxee. !he i llue­

tratlone which be gave i ndl cated that hi a main complaint ha4 to do 

with the aurtax ratea in the upper bracketa rather then with t he tax 

on capital galno. lben be concluded hia remarke I aaked hia epeciflcally 

what he recommended to cure t he eltuatlon. Hia firet propooal na to 

broaden the incoae t ax base. I aaked bia how .ucb be woUld lowar the 

e><emptlona and he 1aid that he thought the olngle exemption ohould not 

be more than a thouaand dollara. I poi nted out that that "" the 8110unt 

of the e><emption at preoant. llr. Cellar then lnterpooed to the effect 

that it would be politically undeoirable to l ower t he e><eaptione but 

he thought the top ourtax rateo ehould be reduced and the eurtax ratee 

in the middle brackets aight be increaeed. Secondl7, both Celler and 

Trftlaine want capital gains taxed i n a aeparate ecbedule at a flat 1~ 

percent rate. They do not eerlouoly adYOcl\te the ropeal of the tax. 

Thir~7. they auggeot a reduction in the rateo of the undietributed 

prof ite tax, and Cellar suggeota some speci~ proY1eion for carr,ylag 

oYer net loa .. a t o subsequent yearo. finally , llr. Trea&lne would like 

to eee so•e fora of t al< on corporations that haTe no net 1r:oae. Hie 

meaorlllldum in bia own handwriting le attached hereto. 

I gave the aen no indication of t!:e Treaeur711 own point of Ylew 

but el11pl7 lhtened to thea and took notea. There 11 no bello for the 

statement which Coller and Traa&lne eubeequent17 pn the reportera to 

t l:e effect t hat I hed Lndicated that t ha !reaeury 'plana• an increaee 

1n the ratee in the middle bracket. and a 1:10derat1on of the undiatributtd 

profi ta tax on .aller coapanlee. 
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Opera,or: 

H.M. Jr: 
Gordon 
Rentaohler: 

H.K. Jr: 

R: 

H.ll.Jr: 

R: 

H.M. Jr: 

R: 

H.!I.Jr: 

( 

c 
R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

Go ahead 

Hello 

Hello there, how are you 

I'm all right, how are you. 

Very good. 

8ep,ember ~o. 1937. 
2 :18 p.a. 

I neh you ' d be thinking onr soaething very con­
tidentially tor me. 

Be glad ~o. do it. 

And I'd like to ge t an answer trom you aaybe Monday 

or Tueeday. 

Find 
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In considering our tinanoing troa now until the 15th 

ot December, there are two eohoola ot thought, one 

aohool 1e recommending that we pick up eaoh week the 

additional t1tty aillion dollars eo that when we coae 

to the 15th ot December we may not need any money, aee. 

I aee. 

The other aohool aaya no, just go along the way you 

are, just titty a1llion a week, roll over and then on 

t he 15t h ot December pay ott your maturing billa and 

borrow whatever you need. 

Borrow on a longer time baaia. 

Well, whatever the market will taka, you aee. 

Yea. 

Mow one ot the argumenta that t hey are using on th1e 

thi~ nth ae ia the ai tuat1on which I aa not taalliar 

with and ' hey aay~ow it you t ake thia extra titty 

a1llion a weak no~hey know you're no' going 'o have 

any t1nanoing on the 15th, that will be the aoat 

reassuring thing you oan do to the capital aarltet. 

Y81. 

Well, I juat wondered it that'• ao . 
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H.K.Jr: 

R: 

H.l!.Jr: 

R: 

H.M.Jr: 

R: 

( H.!A.Jr: 

( R: 

H.ll. Jr: 

R: 

H. lJ. Jr: 

R: 

H.M.Jr: 

R: 

H.ll.Jr: 

R: 

H.lt.Jr: 
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I'• not eo eure, I'd like to think about that pretty 
oaretully betore I answer it. 

Well, I didn't- I wouldn ' t want an answer ott the 
bat, but they're telling ae it I take a hundred aillion 
a week now in bills or tax, you know, bills, eomething 
in the bill t ora you see, an extra titty, eo - with 
the hopes that I sail through Deoeaber 15th without 
any refunding or retinanoing, t hey say that will be 
most reassuring. 

Yes, it's better to ha•e an issue then. 

Yes, now frankly I oan{t see it. 

No -

But, therefore, I'd like to have eoae - talk to some 
tellow who aakes hie money by that, see . 

Yes, now I'll - you let us think that over, and I'll 
give you a ring on that M.onday or Tuesday. 

Yes - I may be in New York Monday, I'm not sure yet. 

All right, tine. It you are , I ' ll come up wherever 

you are. 

Well, I' ll be at the Savoy Plaza . 

Yes, tine. We can get t ogether up there then. 

But I'll let you know, but you might sort or keep 
Monday afternoon, sort ot not too tied up. 

Yes, I'll be glad to arrange it that way . 

I ' • Just going to - shopping. 

Yes, well that wil l be tine. 

But, - you get the picture. . 
Yes, indeed I do. 

And you aight be thinking about this whole queation, -
I aean thte il so important to t he capital aarket, -
well let 's consider that and then what is the matter 
with the capital market . What'• keeping people 

troa going in. 
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H.M.Jr: 

R: 

H.K.Jr: 

R: 

H.W.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

( R: 

( R.M.Jr: 

R: 

H.Jl.Jr: 

R: 

H.M.Jr: 

R: 

R.tl .Jr: 

R: 

H.M.Jr: 

R: 

l H.M. Jr: 

R: 

212 

- 3 -

See, we wanted 70ur opinion as to real reasons, aee. 

Quite right, that1 a all right - we'll run that through 

our aind. We Will be ready to talk to 7ou. 

It you'd kind or be careful - I'd Just lea•e -

I'll be •ery careful not t o aention either that 70u 
were up here, 

Yea, - and also, but - I aean you oan aek questions 

in a way that -

Oh yea, indeed, I'll be • err oaretul, ao there'll be 

no dieouasione. 

Yes, but JOU get the point. 

Oh yea, indeed I · do. 

And it it wasn't that these people were eo \nsietent 

that I'm wrong - I wouldn't be asking advice 

'l'hat'e right. 

And - I aean - it I'm ~rong, I'a open to argument. 

Very good. 'Yea, let's think that over and take a 
look at the whole situation. Now or course you'•• 

got th1a February aatur1ty oolling along too. 

Well, yea, but that is - we could handle 1t either 

1;hen or take enough oaone7 i n December. 

Take enough in December. 

Yea . 

Which or course would be Jue1; in accordance with the 

t our annual debta. 

'l'hat'• right . 

Which would be better. 

Which the people are -

That would be a logioal thing. 

Yes 
And then 70u won't ha•e to bother with the other• 

unt1l Karch, which ia a long waye orr. 
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H.M.Jr: 

R: 

H.aa.Jr: 

R: 

H.M.Jr: 

R: 

H.ll.Jr: 

R: 

H • .a.Jr: 

R: 

H.M.Jr: 

R: 

H.II.Jr: 

R: 

H.ll.Jr: 

R: 

H.~.Jr: 

R: 

H.M.Jr: 

R: 

H.K.Jr: 

R: 

H.M .Jr: 

-. -
That' • right. 

We aight be able to get a lot ot thing~ cleaned up 
between now and llaroh and won 1 t oause Ill' d1ttioul ty. 

That's right . 

Well, all r i ght, I'll be very glad to do thie, and 
then we 1 11 sit down eome time llonday afternoon at 
your convenience . 

That 1 e right . 

Row elee are you? 

Oh, I'm tine. 

Lot ot tellowe still coming in with nerToueneea. 

I won't let them oome in. 

Well, we ' ve got all kinde ot nervous indigestion 
tellowe around theee days . 

Well, I ' ve been trying to saw wood down here. 

Oh by all means, and 

I - I read everything that oomee along but I'd 
rather take it in print than have it given to me 
with a lot ot nervous terTor. 

Oh, yea, and then ot oouree, they don't - do anJ 
oroee questioning then. 

That's right. 

That wouldn't do any good. 

No. - Well, you think th1e over tor ae. 

Indeed I will· 

Thank you. 

Fine. It'll be awfully nioe to eee you. 

Thank you. 
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PERSONAL AliD 
CONFIDENTIAJ. 

HITMI UlaAM\', 

WUIIIOTOI,D. C. 

Septe~er 27th, 1937 

Ky dear Mr. Secretary, 

I have received a telegram trom the 

Chaoee llor ot the &xcbequer asking .. to 

convey to you an expreaaion ot his thanks 

to you tor having kept ao closely i n touoh 

wi tb b1m with regard to tbe Prench ai tuat1on. 

It baa boon a great aatietaction to Sir John 

Simon to teal that your views and b1a own 

bavo so closely coincided. 

lfay I acSd, on bebaU' ot Sir Froderioll: 

Pb1llipa, )fr. Trentham and .yaelt a special 

word ot thanks tor your courtuy in giving up 

ao .ucb ot your valuable time last weak md tor 

the princ•ly hoapitality with which you honoured 

ua on that dal1gbttul viait to )fount Vernon . 

Believe ••• 
My dear Mr. Secretary, 

Yours vary a1Dcerely, 

Honourable 
Henry lforganthau, Jr., 

United Statea Treasury, 
Waab1ngton, D.C. 

1'(. ~I-« aAAA" 
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.,.D.R:.AL ft&.RftVIE eANK 

OF HEW VORl( 

.I ,,.,.t 
., 6 {. _ 

FIC E CORRESPONDENCE 

ColnPIIfuL m.• _ 
DATE .. , '- 10. u.'to 

SUeJCCT· !&4 C)IB IMi "DR 

M 
_M..__I. __.._. JT!R Bf!K 01 110!''1 

" 
Jlr ... 1 ... oan .... - UllO tor \bo JIU'PO•O ot k...U. •• 

• 
in tCNob Wl\b afta1H 1a luopo. Aoooi"UUII t. •etr n• \bo ...... 

a1taaUoe 1a •outac a niaia ,_,now or....,.... !lao tUcb' ol 

rreaoh oq1'al baa 1IIMa aa a •r.eackNa Halo dlll'iq \be 1U. •• taT• 

and at111 -•s-oa. !bo ••••• 1a 41NOUT 1ato norllltc, ~·· 

t11no b.S.., ~• r•,ooo,ooo. I ,.s.a, .. oat that what bo '-14 ao na 

_,RI'T '- aam.t r..-n. reoo1Yo4 hen, tlhiob apolto ot \bo Pl'H•n 

.,dAn tbo heaeb tnao bo1Dc YVT -• ...Uor tlod!Q-. Bol'- •''9'7 

replied the' the' llbond \bo Yaluo of .. an ...-rh lll4 ap1aia .. 

that tho r•- tor ~· 41YUflllOo aon pnbdl7 na a rHeat ota.co 

1D toohai.-ao Oil tbo put ot \bo hoaob, u a niNlt ot tlhiob 'h• Beak 

of hllloo h.ailb .. a 1004 4oal ot norllltc to \bo ba7on 411'0ft 1a­

atH4 of oporaU.q tb.rclaJb baaka 1Jl tho ul'tt.t. Aooor41Jic to \heir 

1BtoraaU•, ho -Ua•o4, tbo ul'ttet 1a Paria ... torrt.:lT 41.-n .. 

Witb a ,.S.oii:T •-bl• tor 1JltomaU•al •-r1Uoa 'llbieb toUT hat 

aproad Sa'- heob 1allllaanal •-r1Uoa. IOilo people 1a PU'ia •••oil 
to bo -ae .. .u• lrT ._4q n WDD14 baYo a nh ot 1'11 rna .. too \bo 

pcna4. fben _ .. ,. M ao dRM .Ut \b .. •• • .-,1.-'o .,Ut Sa 

tho Qt ............. Wl\b \b.o .,... ... of \bo ,.palu rna• llr t ... 

cSo.a u4 p 'f1IIC 1111r M a •• .--•t ot \bo 80Unto ••'" •• \bo 

pU'tioa ot \bo 1'1c1*t tbd ia a lriDd ot ,., __ , ot aaU•al wat•· 
._0 ott, u -.14 aoaa omesat7 ... a break ••- tho 

n41aal aoeial.l.U •• n-•• ooe1a11• pan,. lllob a •• -"1B•U• 

-.u.~a boa Uftl.-1' pnlal• IIIIJ?ao, -' "-'• it -.1• •• oalT 

a -u MJoft.tr 1a •• e '•• M aa7 nao, u tu u bo oed•....._ 

Regraded Unclassified



....._ •• =uta 

l'rOIERA&. ltltKIIVC 8 AHK 

Of' NCW YO!ItK 

DAft IMtn'R W, lN'Io 

su~c~~·III'~~ .. I·IJ·~IIIIU"T~II·L_ __ __ 

-·- -------KnB.amL•·~·,.~~ar~••~m'•"'~•a-----~ 

eaa• -* fla wu •'• _. oh•s.• • 1M ,.. u. t •• •Aw 0..."-

10, t:he U;r of tllo t•r' el..U.a. Ia ,.h •• 11 ..sat•. -
daoilloa WR14 ,.... te 'Ito .... belen *• ..--. Ia Uao -uae, 

t:ha un:~ wu ~ .. toJol~'lia · Sate ••U..· 
lol'- .,.. I'IIW'Nil '- ov = , ... a. 1aa ..._.,.... 

.Japan••• 1'11a4a 1ll ....... Be U4 110 tll20or 4et11lUo iahmaU•, be 

natod, tid aa ru u •~ hat ~ ~o '- u •• , ... tt ... •••• to 

t:h• "'-* Oo 1..-uo won nOU' low 1a tlla4a 1a ... ._. !lao J..-... 
blake won n,orto& \o be ...U..~ •"-"daa -. bei'I'01f •-11ec 
eclia• ~ ten of aonrl\7• otrll'lq ~ ntoa for 4o,oalt•• ••· 

8ft ao fer all tbelr ......... ba4 be• amo4 a.. -' of "-'· lo acJ-

aUt:od that llllat ... ftl hllhJ ao1101r au ___ , Utr-t; tr. .... 

he hl4 -.14 1aft '••·~· 

leltaa th• alko4 t!Jan a a a u.-U' of •1'1oa1tr' wll.thor 1111'-

t:hlal •• ~-- 1ll eUnr, that: 1a *-'bel' then au -r --.o 1a 

t he allYor ,.Uq. I Ul4 Ilia taaat 1 a• of aot;IIS.aJ, that aa tu aa 

the prlH fol' ._..ate eUnr au _. ... .a, tho IOW"NI7 W l"'MMItlT 

atot:o4 that bo hat Ulno .a a U1t ..au " Mal wuaa tide ,..a.l-. 

AI fer aa a o 12~1 eUYW" 11111 -oeao4, all I a• WI uaat: Ute 

aaa4et:o at•• tho lurft&17 of tho~, ... .,. 1a 11M • _. aU•or, ­

u....a 1a teno .... ~• 1111 net •• '•? eUYU" IJIIM-' .._ 

1\ -.11'14 d tbo •4 et tlaia TeU't I 414 -' lloift ._,, P II'• "T Ue­

....S.•a 1a Oo WJ.T ..... , lt .-.a t:o •• .,.,.. _. • ., ... -r las• 

•• tatw , .. ., 1a taa1• .~.. leltea • ta•o& ..a •• ,... ,... 1 " 

1a 'MI ,.._ Jlllf• .. t J'cf .. tM d .......... o utio plao f1l 
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E CORRES PONDENC E 

O)ln-.JDIL me-----

..... leo!re 

DATY 1 .. rrbV .. ,..,_ 

.UYw wu 1.U. '- be n1Mt. I ~ell tlad 1 had .. , •• ~eud •• 

~n. BelMa ~- ret.re~~ .. Uae eo.ooo.ooo -·e• of allYel' - Uae 
~ 

ft7 ha '"""" I M *._• wtd.ob"" ••• Uaen for late ••17, 

tho .. ,.o1~ of ~e PnJI' 1 -*" Ia Uaia ....,_. hmJic boa .... 

pl"el.T ' •ned "--.. Uae blake Ia ·rra> 1 w w t. Ulre 1a ~ 

Yel»ablea of ~ .. ..-. ha Qdae .. n814w••· I ._4end, I aa14, 

11hnhw Uaeae lid.,._,. 414 aot ~· 110n a1p1n.-.. "'-~ •• n •• 

a plo" tor aato •fto~T for Uae aU-nr. Bol'- NJ11• aa.• Uat~r W 

• ~~r• w tu• Mo llllt W ... u.and bT Uao Cbiaeao Uad then wu 

ao 1Dt•Uw te tuft' thA .Unr Gil Uao assn. Po p~aed ha salJ 

1" ae IDicnr 1t u heud ~ lUther. 

I aaed -~- M W ~out ~ Poll' tllrlhw 1eU 11211.­

•••• tz.. J~• _. ha npM'ed that, u ho hall prwtoa~ aa14 • 

._.._,_ U ... Uaoi~ _...._41al Uad Uao •• llh1Ja•' had boa • 

..,.r:~aww we. had p.ww to •• •el7 ..,.u .... •• a... a..r.n. 

Uao Japa ... W .. iala..UW M llb1p -r IIOIPe M looaC • I aatUa .. 

that we llen ha4 aot •-~- el~ tanh• atpa..ta • Ia 1'1wo1 

Ia owela81W, llelMa M14 Uaat pre~ ho ~• a. - Q 

,.a1a '-now '1111 .. ~e wu ..,,,.. •e howell 81•eM= ••..., •-

brl .. ., ~ 

..... 
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Srcrttni' Y of State , 

:an hington . 

30:) ' . 

1564, September 30, 4 p. m. 

S<:r:TI•JN P <: FROt' COCHRIJ' 

GRAY 

Paris 

Dated Scptcmbrr 30, 1g37 

Rtc 1d 12: 28 p. m. 

213 

·rc:1c;1 control has been unde r terrific pressure to­

day g1Ving sterling at 144, 59 to 53, Rent£ up and big t urn 

over in iTench shares on rapl~ly rising market , Bank of 

France statement as of September 23 showed no significant 

changes and no new advances to the state; coverage 51 , 61 

vcrslts 51 ,81. Gold much in dem:md at London with British 

control supplying it , 

~bovt act ivity in Paris market results from increasing 

fear of carlv crisis in the franc accentuated by following 

r~m.ors among others current tod:1y: 

l'nE , Thct Governor Fournier has recommended immediatE 

stabillzation of fra_~c on gold w1th Bourse to be closed for 

OrE WEE k . 

TTto , That nEw basis for franc will bE 175 to the pound, 

Three , Thct tripartitE agrEement will be revised the 

franc coing down because of social charges , the dollar de ­

clir. ing wi th gol d because of '.lall Street 

(E'ID SECTION ONE) , 
PR·CS.E WILSON 

Regraded Unclassified
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PARTIAL PJ.RAPHRABI Or BIOTION TWO Or ULIGJWI 10, 1384 

of September 30, 1937, trom parie 

oraah and raw materia!. el'IIIIJ), and the pound allowed 

to depreciate because of Britiab armament coste· • 
Four. 

That Bonnet will head a reshuffled Popular Front 

Government or 

Five. That a consolidated government under Da.ladier 

will succeed the Popular Front Government . 

I telephoned Rueff at the ~inietry of Finance at 

four o'clock thie afternoon. Rueff eaid that be could 

not confirm any of the current rumors on the Bourse, 

including the rumor that a Cabinet obange ie imminent. 

This afternoon he eaid there was to be an ordinary meeting 

of the Finance Committee of the Chamber, which was tor 

the purpose of discussing the 1938 budget plan. However 

it wae not certain t hat it would even be attended by 

Bonnet, I was aeked for my night telephone nllllber. 

Tannery, former Governor of Banlt of France, has 

been chos en President of the Banque de 1 'Union Par1B1enna . 

END OF WESB.t.OI. 

11IL8011. 

U: L1l1f 
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PAJWI!!RAU Of TILIORAll REOIIVED 

J'ROll: American lllbassy, Pari a, Franca 

DA.TE: September 30, 1937, 7 p .m. 

HO.: 1367 

RUSH 

FROK COCHRAN. 

I learned at six o' clock that in today ' s very bad 

trading the French control yielded approximately 

4 ,000,000 pounds of foreign exchange. Aaple f\mds are 

still at command of control, but because of the political 

situation t he control is unable to make any sort of a 

maneu~er. Therefore the control cannot do anything but 

give foreign exchange at the present rate . The person 

who ga ve me this i nformation bad no word as to wbat 18 

to happen and he does nat expect anything to happen 

before the Saturday morning Cabinet meeting. Cons..­

quently Friday promises to be most unpleasant for the 

J'rencll control. 
11 ILSOII. 

I 
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