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GROUP 14ll.TING October 1 , 1937 
9 : 30 a . m. 

Present: 

Loch.be~.<d : 

!! • • • Jr: 

Oliphant: 

Lochhead : 

Oliphant: 

Lochhead: 

Oliphont: 

H. :.! .Jr: 

Olipht.nt: 

li . .J . J r: 

Olipha n t: 

!! • ..! .Jr: 

Oliphant : 

!i . .! . Jr : 

Oliphllnt: 

H. !! . Jr: 

Oliphant: 

d . Y. J r: 

Ur . llagill 
Ur . Oliphant 
l.!r . Gaston 
tlr . Gibbons 
Miss Roche 
t.!r. Thompson 
Mr. Haas 
t.! r. Lochhead 

On t hat gol d s hi pment, all tha t gold comes on 
J apanese boat s . 

I .t.l'IO" . 6;, ve t o t h.i rur; o f a bett e r excuse. 

.tnere d oes title pass? 

.:her e does title pa ss? 

Yes . 

/;el l , of course •••.• 

It maybe L viol a tion of t he J olmson Act . 

No . 

\'iell .••• 

do:. wo uld t he Jonnson nCt .Yor k with tne J &pnnese? 
1ney don ' t o. e us £ nything . 

They aon't owe us a nyth ing? 

We went a l l over thi s . Mr. Oliphant g£ ve me an 
opinion on this when I r e turneti . 

I Just wonderea if there was any defa ult . 

I r efer you to :Jr . Oliphant 1 s o pinion. 

I wonder ed if there wa s a ny default. 

You said it was a matter of Judgment. 

•7ell, tha t's on the i .nternational law point . 

lhere is not - t hey don't owe us any !!!oney • 

.1 
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Oliphant: 

Lochhead : 

!I . ~ . Jr: 

.>lagill : 

G~>ston : 

Gibbons : 

Olagi ll : 

H . ...! . Jr: 

Gaston: 

B • ..! . Jr : 

Ct.ston: 

I:! • ..!. Jr : 

Caston : 

l:!. ~i . Jr: 

Gust on: 

Nothing in default? 

Notning in defaul t. 

-2-

You (Magill) got a beautiful story out of Mr . 
Tremaine. 

I was just talking with Herbert Caston about what 
would be the best way to handle things the next 
t i me the Comptroller of the State of New York comes 
a long . bnd g ive out t he correct stor y fi r st . It 1 s 
tne same old stuff . ~he boys come in and advocate 
pr oposals and t oen I say nothing a nd then t hey get 
up ana say I received it sympatoetically and t he 
'l r ea sury i s malting s t~dies a long these lines . 

'ihey put it a little s tronger t han that . 

Uidn 1 t suggest a law firm wit h you in it , or anything 
like tha t , di d be? 

No, the quid ~ro quo was ••••• 

11er en 1 t t he news papermen standing outsi de to see 
him? 

Ob yes, t wo of t hem t alked to •••• . 

~>nd t hen our deninl ;:nsn1 t ver y strong . 

.~ ell , they Kind of put us in a spot. We didn 't like 
t o make a fla t dispute with these men, say they did 
not ••.. . 

I did yesterday morning in a nswer t o Celler . They 
asked me - Celler ..,uoted me the nieht before as saying 
! wanted to increbse t axes , bOO I came out •:ti th a fla t 
denial . 

Notice wha t Carlton Shively of the New York Sun did 
with that? 

No . 

ue sa io t ha t your statement - t hat t his l etter to 
Harrison referred to taxes of l as t year , left you 
a free hand for tnis - gave you an absolutely f ree 
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d .~ . Jr : 

..lngill : 

Ot~ston : 

hand &s to legi sla tion in the next s essi on, and 
indi cat ed that ther e were going to be increases 
in t uxes ln the next session . 

•1el1, Curl ton Shively will take anything . 

But - well , I think th~t if ~nother delegation 
comes down there ought to be some prepar ation made 
as to how you•re going to handle this thing . Other­
~lise - I mean something that has to be handled . 

I think so • 

I t hink just the moment they come out of Roswell ' s 
office the next time, we better say that Yr . Magill 
listenea to their suggestions and gave no opinion 
on tnem • 

. ~ell , you .utow l'lru>.t I used t o do when I had Harrison 
and ~ougnton ner e on t h£t railro~d retirement . I had 
the newspapermen right on ha nd . I said, 11 Now, would 
you core to s ay ~ nything to the ne~spapermen outside?" 

"Yes ." 

nwno •s going t o t alk, Harrison?• 

•Well , all right . " 

"Le t' s nave the newspapermen in . • 

You (Uagill) were in on that . Ana tney came in here 
and t alAed ta tnem in front of me and I heard wha t 
they said , und then if there ' s anyt hing wrong, why , · 
I correct them r ight there . But in the first place 
they were very c ar eful not to say anything I didn' t 
check with . But I saw Harrison with the newspapermen, 
the newspa permen with Harrison . I think that ' s the 
best way . There was never aey q uestion who s ai d which 
or wha t . 

And I thinK lf Magil l is going to s ee these delegat ions 
and newspapermen a re waiting, Magill should send for 
you (Gaston), invite these men into hi s office . And 
if he says something out of the way, you s 11y, 110h wei t , 
I didn ' t say tt:Jat. 1'/ait, gent lemen, let' s get thi s 
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!.!agill : 

rt . .... . Jr: 

:.!utill: 

H. :.t . Jr: 

!lq;ill: 

t:i .M. Jr: 

Gus ton: 

a .... . Jr : 

Gaston: 

H. J . Jr: 

:.lagill : 

s traigllt. 
you didn't 
::as . Now, 
talk . " 

-4-

You don ' t forget , Yr . Trema ine, t hat 
even know what the single man exemption 
you better know your fac t s before you 

He did.n't know; he didn ' t even know . 

Now, what do you think, Ros? 

I thinA that ' s right. 

Becc.use I want you to see these people, but I don't 
,,Ult th&t ki.nd of publicity . 

lio, you can ' t have it . 

It will undermine you on the Hill . 

Toat •s clear. 

. 4 

But that - now, with Harrison and Doughton, who are 
t.vo a s import~mt "prima donnas" as come down here , 
thut r ailroad r etirement thing, with 50 mi l lion dollurs 
in the "kitty," we worked it beautifully every time 
they came into my office . 

If they are of sufficient importance, yes . Mr . 
~agill wilt have a iOOd many visitor s that won' t be, 
probably . 

,,ell, if you can tell Kieley tm;. t if he sees news­
ptperoen hLngin6 around waiting for visitors to come 
out of ~agill ' s office, to please notify Uagill and 
you. 

Yes . 

And t hen before tiley .leave 1t gives you a chance to 
decide what you ' re going to do . I think you ' ll find 
t hat t hat would - then you could deci de wnether it ' s 
important enougll; it gives you a chance . But this 
kind of stuff doesn ' t do a ny of us any good . 

No , this i s - as soon us I saw the s tuff yesterday 
on the ticker, I celled up Herber t to s ee wh& t we 
should do a bout it, b ecause the stateoents as they 
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Gas ton : 

!i. ~ . Jr: 

uibbons : 

H. :-! . Jr : 

Gibbons : 

H • ..! . J r: 

:.!ogill : 

Gus t on: 

!lag i ll: 

liugill: 

-5-

came out on the ticker were simply f a lse. Vlell, 
the ~uestion we had wa s the one you were just 
speaking about : whether it would be advisable to 
contradict Celler, who had gi ven out a statement . 
I think the best way, obviously, to obviate it is 
the say you s ay. 

. 5 

~o f a r a s the Committee is conce rned, we have a 
sta tement f or the record tha t Magill di d not express 
an opini on. 

Don 't l et • s dwell on it a ny more . Let ' s try it the 
way I 've tried i t, wnich hes been successful up to 
now. Le t' s see !fit works wi t h you. Because it is 
most illlportant that you do see t hese people . It is 
~lso oost l~portant tha t t hey don•t use the Treasury 
as a s~rlngboard f or a gubern&t orial c~dida te . You 
(Gibbons ) s~w Caller came out for Tremaine? 

I saw t ne a rticl e in tne Times this morning . 
?r ope ganda . 

You s ~Y "eoddamda"? 

I say pr opaganda definitely l a i d down against us . 

"11 right, O. IL 

One th!.ng t cu· t Celler oade a ;>o i nt of with !I iss 
Humphries - waat he purported t o b e coning to dis cuss 
~t s he lind ?Lrker comi ng tlone to d iscuss the coordina­
tion of s t a te and Fed eral revenues . And Tremaine - I 
mean Cel l er was going t o bring Mark Gr aves . Then they 
come i n with &n entirely different line . 

"ho was - wa s that Pa rker there? 

?arker was there, yes . 

Well, I d on• t want t o overe::~pnasize, but I do - I 
oean we ' ve been so fortunate in our public relations, 
end I thinK t he way wnen something like this happens -
t na t t ne tning to do is ~o ~Y to fix it so it won ' t 
hap)len a gat.n. All r i ght? 

(Nods yes) 
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!LIJ . Jr: 

:Jag ill : 

I:I •• J. Jr: 

l..l!igill: 

H. i.!.Jr : 

Oliphant: 

H • .'i . Jr: 

Oliphant: 

a ..... Jr : 

Oliphant: 

H • ..I . J r: 

Oliyhant: 

Gas t on: 

ri . U.Jr: 

Oliphant: 

H.M. Jr : 

- 6-

Ilnything else? 

No , I •ve jus t got - I 1 ve got a memorandum of the 
conference here for you and also for myself. I ' ll 
give it to you . 

Good-looking tie you got oownsta irs . 

Yours is a different color; I like the bl ue . 

Mr . Oliphant? 

I ' m leaving a t six tonight . 

What do you hear? H&t r any •••. 

I/o thing. I t's nothing . 

.s 

::ould you drop in here a t 11? And George, would you 
~rop in here at 11? Bailey, Budget , is coming in here 
at 11 . At 11 o ' clock. 

~Ve 1 re signing up right a fter 10 o 1 clock, and I ' m 
going to go over there . 

Go to s ee t hat tnrough. 

/.'ant to .. no.; .. bere to buy ties reasonably? See 
Her man Oliphant . l:le saved us !150, 000 . And the 
first time since NRA tha t we have tracked ••.. 

••• t ie bids . 

lie all get tne benefit of those prices, do .ve , 
Herman? 

J;.verybody in t he Trea sury . Also, \fe bey 160 different 
kinas of t ires . ·•hen t hey Lsked why on the two-ton 
truclt we <1idn1 t s&.y, 11 Use tlte s ame kind of tire, • I 
thought they ' d Llcost di~ . 

!lever thought of the t , did they? 

It ' s too practical . 160 different kinds of tires for 
the GoverMent . 

Gibbons : 160 1 
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B. M.Jr : 

Gibbons : 

Oliphant: 

H • .!.Jr : 

Gaston : 

H. M.Jr: 

Gaston: 

H. :&. Jr: 

-7-

160 di fferent kinds . 

Di dn ' t know they made that many . 

And some of them that only one company does make -
t he specificati ons dr awn so t hat only one company 
could make it . 

'!hat •.vas a nice job . 

Incidentally, I have ruled out - I said from now 

· 7 • 

on we would not approve from the legal s ide any 
s pecifica tions that would per mit only one company, 
&nd if the department insistea , it would have to buy 
its own tires . 

You ~now that George Atwell that told me - I of course 
didn ' t pay ~ny attention to it- on thLt underpinning 
Job they wrote the specificati ons s o that only one 
concern could l ay the founda tions for a buil di ng . Now, 
I tal~ea to Reynolds End nll these fellows , and •••• 

uell , that wa s on the Tri-bor ough Bridge . 

No, it was on Federal buildings - this is going down 
anere there is water and muck and putting under pinning . 
Said there was only one concern to do it; there wer e 
three or four . 

Tnat• s all. 

Her bert ? 

uo you want to s ee the release on tnis tire t hi ng? 

No, you fel lows handle it ; you•ve done all right so far . 

I don ' t know whet her you noti ced or not a s t or y that 
was in the Her a l d t his morning; it quotes the London 
Financial Times as sayi ng : •It has been suggest ed 
that an important currency s tatement might be made 
over the weekend, and might be simult aneously 
announced from ~ashington . • I had several calls 
about that last night. 

Which Times? 
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Coston: 

I:I . Y.Jr: 

Guston: 

H.M. Jr: 

Guston : 

ii. • Jr: 

Guston : 

I:I . :& . J r: 

Gnston: 

H. !.I . Jr : 

G11ston : 

H. I.I . Jr : 

Guston: 

H . ·~ . Jr : 

Coston: 

H. :.! . Jr : 

Oliphant: 

Gas ton: 

·a • 

-8-

This is a dispatch from London quoting today 0 s issue 
of the rinoncial Times of London. 

ihey •re most likely jus t a s accurate a s Cecil Dickson. 

I of course told t hem I knew nothing about it. I 
don't &no~ whether you noticed tha t or n9t. 

Mrs . Morgenthau says , must it be known when she and 
Joan come to the hotel at the Carlt on, and when she 
and Joan move? 

!:lave to t ulk to the hotel publicity agent about that. 

I s tha t ~hot it i s? 

Sure . 

She got s ome nice flowers out of it anyway . 

l<bertl aoes t his come from? 

~erry-Go-Round, Morning Herald . 

~how tna t to Miss Roche . 

hnything else, Her bert? 

No . I noticed Mr . LaGuardia says ae i sn' t going to 
pay tne Treasury Department five million aollars . 

For whe t? 

For the proposed downtown post office site , under the 
arrungement With t he prior administration. 

I s ne under contr act? 

I think he is . 

·.f,•ell . ..• 

.I ant ce to look a t it? 

I don ' t Know, LaGuardia i s writing a l e tter to you 
about it. 
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H.:t. Jr : 

Haas: 

U. JL Jr : 

Haas : 

!! . !.l . Jr l 

Guston : 

!! . J . J r: 

Roche : 

Gibbons : 

tl.'.I . Jr: 

Gibbons: 

n . i.!.Jr : 

Gibbons : 

H . .J. Jr: 
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George? 

I have nothing this morning . Uid you notice the 
announcement of your speaking engagement? 

tlo . 

I 1 ll brlng i t down. I ' m a member of tha t Academy 
a nd I got it . 

Oh . 

I communica ted with both Columbia and Nationa l on 
t nat, a nd t hey a re to c arry on further negotia tions 
.Yi t h !.!iss 1Va rner . 

Miss Roche? 

Nothing , I t hink, s ir . 

:9 

Sem•tot· Lundeen s ays he will not confir m the appoint­
ment up at St . Paul of Mr . Reynolds . Sent a t elegr am 
to his secretary the t he wa s going to Hawaii , and the 
secretary came down t o see me; but t he Presi dent had 
already s igned the appointment . 

1/ell, tna t is entirely in the hands of th-e Pr esident 
and ..lr . hrley . 

,,ell, but I t hought .••• 

I mean you tt no:.- what Mr . Farley told me, that this 
means more to hi m than anything else he ever asked me 
since he ' d been her e . 

I ct.lled up Jim and he sui d Lundeen was to blame f or 
this furore in t he National Committee up ther e . 

I thi~~ I ought to explain to you - I di dn ' t want to, 
but ~r . Farley calls me up t na says, "This means more 
to me ~olitically t cian anything 1 have ever asked you . 
I 1 ve got to neve it . I've worked on it. • 

I stic.l , "Is it t Ob t important, Jim"? " 

lie st< id, "Yes ." 

I s~ id , "All right ." 

I mean if Ft rley says it' s tn~ t important - I tnLntt a 
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H •• LJr: 

Gibbons: 

H. i. Jr: 

Gibbons: 

H .. .I. Jr: 

Gibbons : 

1:1. M. Jr: 

Giboons: 

Roche: 

H . ...! . Jr: 

Gibbons : 

i o 
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per son ha s to evaluate these things . 
of how much I'm &oing to burn myself 
a nonentity, which, when Fr rley says 
decided it wa sn ' t worth having a ro~ 

It ' s a questi on 
up on appointing 
he 's a sking - I 
about. 

Lundeen says tha t fello·H campaigned agains t the 
Adminis tra tion in the l as t campaign . 

Listen, I don ' t just giv~ a hoot . Now, if tha t ' s 
the - l et him sl~ep with this fellow . 

'J.'his is just gossip . I thought you might like to 
know . .Ye have nothing t.o do . 

I oenn if it is thDt important to ~. Farley, who ' s -
I con • t ~ow t hot he 1 s ever t e lked like~hEt before, 
t il<Jt the t hing .n .. s so important • 

.. ~11, in Vie'' of th~o t stutement and this ml'n coming 
in e> nd saying thc.t this ft:llow maue speeches against 
the Administration •••• • •• 

1 1a r efer t hem all to Farley . 

It ' s ver y laughable, but tha t ' s poli t i cs . 

nll right . I mean I 1m just. this way : i f t he fellow 
wcs o crook, Mr . Roosevelt couldn ' t get me to appoint 
uim, fna he wouldn't a sk me to ap i)oint him . And I'm 
not going to burn myself up over these things . These 
people s ay it ' s a matter of life end death; all r ight, 
tuey can have it . I' 1e I!Ot too many things which are 
important . 

On ~ure, it ' s just .••••• 

hnd tnen if they melee 1. mistt.ke and the f'ellow 1 s a 
crook, we ' ll .fire him the way ''e did his predecessor. 

( ••ords not under stanauble) 

.but t his is Farley, Miss lioche, s aying that this i s the 
most important r e~uest ne 1 s made of me since I 1 ve been 
sitting in this chair , What? Now, .m~:. t would you do 
under those circumsta nces? 

She says not t o give your ••.•. 
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Gibbons: 

Roche: 

Gibbons : 

B.I.!. Jr: 

Gibbons : 

H. Jl.Jr: 

Gibbons : 
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H. AI.Jt-: 
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Thompson: 

!l . ll.Jt-: 

Thompson: 

I:I . !.! . Jr : 

-11-

Your f riends are wi t h you anyway; you can take a 
chance with them. Give your eneiDies a Juicy 
tidbit. '!ben you ' 11 g et them to come along . 

Oh, you did the r ight thing. 

bbsolutely. 

11 

Just gossip now; I thought you ' d like to have me tell 
you and somebody else tell you later on. 

Sure, I thank you. 

You couldn ' t do anything if you IVanted to . 

And incidentally, on th&t thing, I got a letter from 
Jefty 0 1Connor here through Gaston, who showed it to 
me - it seemed that the Governor of K1nnesota made 
a speech in which be read 0 1Connor , Eccles, and myself 
out of tne Party. 

Yes, I saw that. 

And O•Connor came to the defense of hiJDself and 
myself; he doesn' t know Eccles . 

That's a letter from OtConnor . 

O' Connor. 

That 's right. 

You' re (Lochhead) going to be available over the 
weekend, aren' t you? 

Yes, I 1ll be 1n town • 

.llr . Kcl!eynolds is in tom . I haven' t beard from him. 

All right . 

I understand he's going to be in the office after a 
while. lverything is in good shape. 

My own pluns are, I ' m going up to the farm tonight; 
I ' ll be in New York Monday, doing a little shoppi ng 
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Lochhead: 

Oliphant: 

H.M.Jr: 

Haas : 

li . J . Jr: 

Gi bbons: 

H. LI . Jr: 

Haas : 

!i.M. Jr: 

and see1fli two important gentlemen that I want to 
get some information from and see whether I 'm r ight 
or the Federal Reserve i s right . I want to get it 
from tne people that have to make a Uv1fli out ot 
it. I thlnk I 1m right. 

Don' t you think the Federal bas to make a living? 

They earn a salary . 

They make a living out of the service charges they 
get out of t he Treasury . 

And their open market portfolio . 

The pl ace just scintillates . 

Harry Durning was dowa here and spoke about Broderick 
getting this job . He sa id, •Fifty thousand a year to 
the president of a savings bank - that's a very clear 
sign of « clear shift in the world." 

I said, "Yihy , Harry?n 

He sai d , "Well, you just deposit the money and all 
h~ bas to do is to look for a place to invest it.• 
And he sai d , "You can' t go wrong, because the l aw 
won ' t l et you . • 

And l ook how wrong those s avings banks are . 

But incidenta lly , it ' s nice t o know that Broderick 
went out of here feeling mos t kindly disposed to the 
Tr easury, end want ed me to know that any time he 
could do ans· thing for the Treasury, to call on him. 
And I didn't - I never knew how he felt. But he 
came in here to say goodbye and it's nice to know 
tha t you have a few friends scatter ed around the 
country . 

You notice his boy, George, has started thvt thing ot 
the three college newspapers ha ving a forum once a 
year. 

Yes, he told me tha t last year . I met him up there 
too . He' s a bright youngster . 

.1.11 right . 
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H.M.Jr: Hello 

Operator: Mr. !oa 8a1th 

H,M ,Jrl !bank 70U 

Operator: Go ahead. 

H.M .Jr: Hello 

8: Hello, Good aornlng Renr7 

H .It, Jr: Row are 70u 

8: Fine -

H.lt.Jr: Good 
Good . 

8: /fo hear 70ur -roice 

H.M.Jr: Toa -

s: Yee 

eetober 1, 1e~7 
10:29 a.a. 

H.lt ,Jr: I'd like you to th1nk over aoaething I'• go1ng to 
put up to 70u and then I'd like the aniiWer 'l'ue&d&7 
afternoon. !hie ia k1nd of oonf1dent1al. 

8: Yee 

H.lt.Jr: ~ere '• a difference of cp1n1on between the Federal 
crowd and ayeelf ae to whether we ehculd continue 
offering fifty a1ll1cn dollar• worth of billa eaoh 
week, between now and the l~th of Dece8ber and then 
raiae whate-..er we need on the l~th, or whether we 
ahould begin to otter a hundred ailUon dollar• now 
and build up thoee balance& eo that we won't ha-..e to 
do an,y finanoi.ng on the quarter on the l~th, 70u aee. 

8: That ie not on October l~th 

H.lt.Jr: No, no, December 18th. 

8: Deoellber 16th - now let ae eee if I understand it. 

H.ll.Jr: fake 7our tiae. 

13 
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8: 
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8: 

H.M.J r: 

8: 

H.M.Jr: 

- 2 -

You're now la.uing tlttr -

Fl!tr allllon - we haYe tlttr a1111on a week ooalng 
due, and each week we otter another flttr to Juat 
take the place ot that. 

That' 1 right 

14 

And we oan oonUnue aoat llkel)' on that balls until 
the 16th ot December wl thout aeklng tor aft)' new 110ner. 

I understand 

And then on t he 15th, pa)' ott the tour hundred and 
t1n1 m1111on dollarsworth ot tax bille and au tor 
whateYer we flnd we need .at that tlae, eee 

Yea 

BaYe a regular finano1ng at that t1ae. 
ma7 not need new aoner, I don't know. 

We 11&1 or 

It rou laeue the hundred alllion, you wouldn't do 
that. 

That' 1 the idea. 

Wall, I' l l - I have 10ae ideas on that subject, but 
I'd like to take the rest of ll&turitiee and cryetalize 
thea, and I 111 oall you -

I'll oall you Tueedar afternoon. 

That'•- rour afternoon. 

Yes, Tueeda7 afternoon. 

lbat tiae will that be here 

Well, I'll find out, I'll oall up rour office and 
find out what time rou oan talk . 

You'll call 111e - I 1a leaYi.ng here Tueada)' - I haYe 
an eJl8agelll8nt, Tueadar ie oarn1Y&l nillht in St . Loula 
and we leaYe down town about three oTolook, that's 
fiYa o 1 olook your tiae - it' ll be tour o'clock rour 
tlae- it' ll be before that, won't 1t . 

Wel l, put in a oall when rou 1re read7 to talk and 
reYerae the ohargea, how's that 
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!bat'll do. 

Put in a oall and reYeree 1:he chargee. 

I'll do that. Row are :rou Renr:r . 

Well, I'• fine. What ie ;rour horeebaok opinion on 
that . 

Well, I - aine ie that, that I wouldn' t do it, I'd 
ieeue the eeouritiee . 

11b.en 

On December 16th. 

Uh-huh. I'M not asking -

Ieeue the billa . 

What'• that 

That I would only 1eeue the - enough billa t o retire 
the fifty aillion eaoh week 

Yes 

And t hen I'd put out an isaue of notal or bonde on 
December 15th. 

In other worde, not take 1n an extra f1ft:r a1llion 
of new aoney now. 

That' • right 

Each week 

I'll tell :rou t he reaeon 

Yea 

You ' re pa;ring a little higher rate of intereet than 
;rou haYe been pATing, but etill :rou1 re getting ;rour 
aone:r at a fairl:r eatiefaotor:r rate . 

!bat'• right 

15 

An4 - in epi te of all theee pre111nt ru.oure and AMr10&11 
Bar Aeeoo1at1on aeeUnge and enr;rthlng like that, the 
people will ooneuae the neoeeear:r .. ount ot bonde 
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an4 1t rou do the t1nano1ng now, rou get 1t out ot 

the W&7 

And I al•ar• bel1en 1n doing thinge •ben the7 ooM 
up Without poatpon1ng the• to the tuture. 

Yee 

Well, that'•- that'e •1 horaebaok op1n1on. 

16 

Walt a 111nute, I don't think I under1tand rou. Are rou 
1n taTOr ot our oont1nu1ng, Ju•t taking - turn1ng crnr 
-What we oall roll oYer the f1tt)'· JD1111on eao~ .. et . ·-Tbat'e right 

·~ . 

Or )'OU think •• ought to go out an4 etart on the extra 
t1tt)' ID1111on or a total ot a hundred a1llion eaoh. 

No, Just take 1n t1tt7 ID1111on a week. 

I aee . 

And that aeane rou'd haYe to 1eeue bon4e 1n Deoellber. 

That' e right 

Tbat'e right 

Well, I'll oall 70u '1'ueeda7 and - earl 7 1n the 
afternoon. 

1'hat1 e all right. 

!ell •• - I hear a good deal about rour eon at - up 
at the Aoad••r there -

Robert 

Going to College 

He went to Allherat 

Well, that'• llbat I 1Uideretoo4 - To•, 117 1on, knowe 
roung Lehaann .err well -
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Oh, cSoe• he . 

And - the7 • •re 1D th• - bou•• a' Willi aa• la•' 
fear . 

Oh, I eee 

And in that 11a1 he heard ot 7our eon and what he had 
been doing at -

Ye• 

lbere was he, in -

Deertield, 1e• 

Well, he ien't a bad bo7 

Kuet be a prett:r good kid, I gue•• hie .otber'• 
reeponeible tor that. 

li:nt1rel:r 

Well, Henr1, I'a glad to hear :rour -..oioe and I ' ll ~1 
JOU !uee~ . 

11 

And :rou Jtnow - when 70u au, :rou 1 re asking tor 1oureelt, 
not tor-ae, 7ou know . 

I'• no' going to aek ••r1 aaD7 people - I underetand, 
I don'' - &D1bod1 ea1• &01~ about Waehington­
wh7 I don't lulo• aft1tb.1ng 'ba' • going on at all. 

Well, :rou and I both. 

I know leu than &n7bOd)" in the world . 

You and I both. 

All right. 

All right . 

Goodbre, HeJU7 

Goodb:re. !b&nlt JOUo 
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Jett . 
Coolidge: 

H.K.Jr: 

c: 
H.M.Jr: 

C: 

H.M. Jr: 

C: 

H.lt.Jr: 

0: 

H.M.Jr: 

C: 

H.M.Jr: 

c: 
H.M.Jr: 

0: 

ff.M.Jr: 

C: 

Good a.orn1ng HeiU'1 

How are :rou 

F1ne 

October 1, 1~37 . 

10:37 a .a. 
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Jett, I want to put up a Treaeury propoe1t1on to :rou 
wh1oh I wish you would think about, and talk o•er wi t h 
whoner :rou think :rou oan oontidenUall:r. 

Yee 

But do it on :rour own, and then g1•e ae the benet1t 
ot your ad•ice, Wil l :rou 

You bet 

There are two eohoole ot thought down here, one ie that 
I should oontinue troa now until the l~th ot December, 
eiapl;y rol l ing over the titty a1ll1on dollars worth ot 
b1ll e wh1oh are ooaing due each week . 

Yes 

We think we oan do that w1 thout a eking tor any additional 

a.oney, and then have a t1nanoing on the l~th ot Deoellber, 

and ask tor whate•er we need. The other eohool ot 
thought 11 that we should aek tor the additional titt:r 
a1llion or a total ot a hund~ a1ll1on and bul.ld up our 

balances eo that we wl.ll not have to ha•e any t1nanoing 
on the l~th ot December, see. 

Ye1 

Do I make a;yselt plai n 

PertecU;y 

Now, there are the t wo eohoole and that'• r eall;y whY 
we couldn't ooae together with the open aarket laet 

week, and I poetponed it a week, :rou eee . 

Yee 

But, there ' • theee t wo d1etinot eohoole ot thought 
and I'd l1ke to know • hat you a nd eoae ot the people 

that -

Well, I think I can tell you Henr;r. 
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Golbead. 

I - oan I ae&UM, of'tba.'\4, that rou nll not need 
liON 110ner thaa rou take 1.JI OYer a period. 

Well, )'OU OaD ae-e tb&t,f'l'oa DOW UDtU the lllth 
of' Deoellber. 

I euppoee the Bab7 Bonde and the looial leouritr taxee, 
that rou woul.d probabl)' take in ae auoh ae went out. 

I'm not quite eure, Jef'f 

Yea 

I might haTe to aek for a little extra 110ner in 
Deoelllber -

Yee 

I a1ght haTe_ to aek for - oh aarbe one or two -

Then lilY hunch would be th1e -

Yee 

I woul.dn1 t worrr about­

Yea 

a little extra aoner 

I would eell the bills 1nto Maroh or June if neoeeearr , 
ae rou haTe 1n the paet. 

Yee 

.t.n4 eee what goee out. 

Yea 

Then I would oonTert the note 1eeuee wheneyer the 
..rket wae good for 1t. 

Uh-huh. 

Ahead of tiae, 1f neoe•earr· 

Yea. But now - the po1nt 1e woul.d )'ou adTUe ae to 
oont1Due eelllne fiftr .Ulion a week now or would 
rou raiee that to a hundred. 

19 
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I wouldn't raiea it till rou needed the oaah. 
! don't know When that w1ll be. 

Well, I won't need the oalh uUl the 111ddle ot 
Deoe~er. I oan get aloQI perteotlr troa Dow until 
the a1ddle ot Deoeaber. 

'rileD I wouldn 1 t eell anr bllla un t11 the 111ddle ot 
December, and then I 1d eell eoae iDto June . 

Well, ot couree ae to whether- well, that'• the 
point. Mow ot oouree we aar atop eelling nine aonthe 
now and begin eelling bill a into the lath ot Karoh. 

Yee 

But that would onlr be tittr a1.ll1on a weelt to re­
place the n1ne aonthe whioh are coa1ng due . 

Yee 

Do I make •rselt clear. 

Yes 

But that ien't the point- I aean the point that ther 
are reooamend1ng to ae, t he Federal Reeer.e, ther 
want ae to eel l a hundred a1ll i on a week now . 

Well I - I wouldn't do 1t 1t I didn 1 t need the calh. 

Well I don't need 1t. I haYe no uee tor 1t. 

Yee. I think ¥Ou 1ll get a n1oe - I think rou 1ll get 
a n1oe bonil market and it rou do euppoee Deo.ember 

!'hen rou oan &leo - haYe Deoelllber 

Yae 

For the Pebruarr and Karoh notee, ahead ot t1ae. 

'rita t 1 e true • 

!alte ad•antage ot anr good bond aarkat that coaee 
along. 

• 
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!bat' • ript. 

And it would ~ Juat aa well to olean up thoae ahort 

uturit1ea , ae it ie to ra1ae oaeh, 1Jl 117 opinion. 

21 

Well, it I followed what they were reooamending, I 

would eiaply build up ay balanoee in order to ~ ott 

the bille wh1oh are ooaing due on the l&th or Deoea~r, 

inetead or haT1Jlg a regular refunding at that u ... 

Well, I - I pereonally, Henry, 
would not aelt ealea t or oaeh. 
on the bond market. 

Yee 

the way you' re fixed -
I ' d chcoee _, own t1ae 

And otter retun41ng tor aaturing nctee 

I eee - well 

And wouldn't raiee any unneoeeeary money to do the 

b1lle except t or that. 

Well, that'• the way I reel. 

And then you oan piok the bond aarket &07 t1ae you 

want to . You oan wait until Maroh 1! you want to. 

But, :you remember, when you were down here, Eugene 

Black ueed to •aT, now you1Te got a good bone .. rket, 

go out and get an extra tiwe hundred a1ll1on and I 

neTer would do 1t, and or oouree at that t i ae, 

auooeeding tinanoing we borrowed at lower intereet 

rate and it proved to be ••rt not to do it . 

Yee 

And I 1 Te neTer tried to borrow aoney when I don ' t 

need it - Juet beoauee it locke oheap. 

I don't eee any need to, and neither do- I think 1n 

the bil! aarket 10u ought to raiae it fifty aillion 

a week and you a1ght need to do it a little ahead 

ot when you need it. 

Yee, but I - I oan get along beautitul~y troa now 

until the l&th or December . 

Yee. 
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Bee 

Well, then- tben I'd let the thing lie quiet, an4 
I euepeot you h&Ye a good bond -rltet, and I euepeot 
that in Deoeaber or Janu&r)' it would piok up eo•• of 
these .. turing notee into a nioe bond. 

Well, that 1 e what I hope, and it aaJ be right- what 
I u thinking about, I Man I don't han to Mke up 
lilY aind until next week, I 110st likely - I'• thinking 
about stopping the nine aonth e, and substituting a 
llarch tax bill. 

Yes 

You eee 

Yes 

What do you think of that? 

Wel l I like the billa Henry because I think that when 
you eell - oh - you aean sell ing oertltioatee. 

No, no, Just sell the bill through the 16th of March, 
now, instead of a nine aonth. 

Oh, instead of the nine aonth. 

Yes- Just to take care of that situation- what we'Ye 
been doing right along. 

Well, I think you need soae billa in March, but I 
ehoul.d think the t1•e to eell those would be when you 
needed a little oaah to take up the Deoeaber. 

I see 

I think it' e sort of too bad not to haYe the regular 
bill· aaturi tie a. 

You like the nine •onth. 

I like the nine •onth . 

You wouldn't change that . 

And then I'd like a few extra, when you need oaeh 
ahead of tax taT•· . 
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I 1ee. In other word1 rour reco ... n4at1on 11 J• •t 
to continue a• we are . 

'!hat would be a1ne. 

We continue the nine aonth1. 

'!hat would be - that would be -.y 1qg11t1on. 

And then 1r we need a little extra aoner, pi ck 1t up 
by aell1ng an add1 t1onal -

By aell1ng into Kar oh 

Wbat we needed 

Ye1 · 

And keep that in reaerve - I aean keep that borrowing 
power 1n reaerve 

And rcu ahould borrow aoae berore the tax 4atl not to 
haYe aoner coae 1n too quick. 

Yea - well, I underatand - rou understand •7 - in 
other worda - nerrbodr that I've talked to outl1de 

'· '23 

or the 8y1tea tell ae not to go etart eell1ng a hundred 

million dollara worth or bille now. 

I wouldn't do it Henrr, ir you don't need the aoner . 

I have no uae ror it. 

You can get bill a under the tax 4ate any tlae you 
want it, at a low rate. 

Aa I not rigbt, Jerr, 1r we etarted that now that 
peopl e will iaaedlately aay- Oh ay, there ' • 1oaetb1ng 
wrong -

Ye1 

!he dericit ie going to be auch wor1e 

What - I think ther would, because 

Wouldn ' t i t acare people 1t we atarted to borrow 
r 1rt7 a i llion extra now. 

I think it would. It would 10ae or thea anrwar. 
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!bef're DOt ezpeot1DS it,are ~1'1 

Well, I tbilllt tbe;r expeot - the:r ezpect prett:r 
aoon, probabl:r, but not right awa;r. 

Well, let ae put it th11 wa;r, the longer I put it 
ott, the better it looka 

That would be ~ hunch. 

I aean, it looka - the lo!!fer we can go without 
borrowing new mona:r, doe an t it gh•a the public an 
iiiJ)reaaion that -

Yea - I ehould ea:r euppoae :rou need two hundl:ed and 
titt:r allllon or three hundred alllioD b:r the l&th 
ot December -

Yel 

!hen I ' d etart eix waake before that, eo the;r'd ooaa 
in at t h e l aet moaent . 

Yee 

Six ._the would be three hundred. 

Yee, but, we- I don't- what I wae thinking ot doing, 
ie running right along, and then, we haTe tour hundred 
and t1tt:r aillion ooaing due in December, and aa;rbl 
get out another tour or tiTe :rear note - in Daoeaber, 
or a ahort bond or aoaethlng. 

Well, :rou 1 d end up about the eame I think, Kenr:r, but 
what I wae thinking ot wae keeping the billa ae the:r 
now baTe been going -

Yee 

And uein.g the notea and bonda tor oonTert1ng -

Yee 

The aaturing notea -

Yea - and 1t I need an:r extra oalh, -

2.4 

!he bUll will taka care ot thla, I - rr hunch 11 that 
I 1 d loolt to the 'l'reaaur:r t1gura to - won 1 t need &117 aora 
bUla thaD :rour put peak around Dec111ber l&th -

Regraded Unclassified



H.M.Jr: 

0: 

H.M.Jr: 

c: 
H.ll.Jr: 

c: 
H.M.Jr: 

c: 
H.M..Jr: 

c: 
H.M.Jr: 

C: 

H.M.Jr: 

- 8 -

Iee. 

And rou'r• aerel7 ra1e1ns aoner aca1n that - on bUle 
that you pa1d ott pre•1ouely . 

Iee - well 1t you oh&qe your a1nd, and ba•e &117 new 
thougnte, g1•• •• a r1ng about Tue1da7, w1ll you. 

I 1urely w1ll. 

Do that 

D1d you read 117 11 ttle aeaoran4a - · 

I'• taklng 1t up to the tara to read 1t up there. 

Ie1 

I'• •ery beh1nd on all 117 read1ng 

Well-

But I got 1t to take 1t up to the tara. 

Good luok to you. 

Thank you. 

25 
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October 2, 1~~7 

Over the telephone trom the Farm todaf, BK,Jr aaked 
Dr. Fe1e to communicate w~th our Emb&atiea in Rome and Berli n 
and request them to endeavor to atotrtaln whether or not 
there had been any gold received in those countries f rom 
Japan during the last few months. Th11 inqu1r7 wae made 
because of the tact that publiehed etatittict did not in­
dicate such !low, but there wae a poes1bilit7 that Japan 
might pay tor purchases i n those countriet b7 shipment• 
ot gold which were not reported otfi ciallJ. 

26 
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Cordell 
Bllll: 

H.M.Jr: 

H: 

H.lt.Jr: 

H: 

R.K.Jr: 

H: 

H.K.Jr: 

H: 

H. lll. Jr: 

H: 

H.lt.Jr: 

H: 

H.M..Jr: 

H: 

H.lt.Jr: 

H: 

H.lt.Jr: 

H: 

H,M,Jr: 

Hello 

Hello Cordell. 

11hat1 1 going 011 HeD1'7, 

October 1, 1N'1 
91:10 •••• 

Well, I Juet want to 1&7 thie, it aar baYe bee11 
brought to rour attention, it looke ae though to4&7 
an4 toaorrow are going to be a little bit woree than 

uel.lal 1n J'ranoe. 

Oh doee it. 

Finanoiall )' 

Yee. 

And ther're baYing a Cabinet aeeting toaorrow, the7 
tell 118. 

Yee 

And we think that todar is going to be part1oularl7 
bad. 

Yes 

And I Just thought I'd bring that to rour attention. 

Yee, I'• glad, I- I don't know what Bullitt 
ltnowe about 1t but nothing 111te what Cochran would 
know. He'e supposed to be baolt here th1e aorning, 
I think 

Who, Bullitt 

Yes 

Well, it he hae anrthing I'd be glad to get it. 

Yee, I'll tell h1a. It he &howe up th1• aol'll1ng, 
I'll tell hla. 

Well, thie is a ooabination ot what I get troa the 
English and Cochran. 

Oh, I •••· 

And the other thiq, the nn illtoraation that we ban 

ie that - &leo troa Zncland - that the Japan••• are 

27 
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HI 

R.K.Jr: 

H: 

H.K.Jr: 

R: 

H.M. .Jr: 

H: 

H.I.! . Jr: 

H: 

H.».Jr: 

R: 

R.M.Jr: 

R: 

H.M.Jr: 

H: 

R.K.Jr: 

H: 

H.M.Jr: 

R: 

H.K.Jr: 

H: 

- 2-

pre~tr hard preeee4 ~o ra1ee •one7 now 1n London. 

Yea, I •••· 

And that 11 oontr&rJ to wbat the Bank ot lngland wld 

ue a nelt aco. 

Yea 

Bee 

•ell, the7 uy get harder pre .. ed 1n London and here 

too. 

•ell, I wieh 701.1 1 d be th1nlt1ftl oYer, I ••an I oouid 

28 

YeZOJ quietl7 llere, tell our banlte not to loan • 

Japane .. gold in trane1t, ••• a Zit 

Iee 

I oo\ll.d just •JlUII out tile word. 

Iee. 

But I ' d onl7 do it it the Britieh wo\ll.d aleo do 1t. 

I ee, I'd let them do 1t. 

I 'd onl7 do it it t lle7 1d do 1t. 

Iee. 

That n oone1dered it an unneoeeeary rillt to our 

ehippiftl, or eome -

Iee, euotl7. 

8o•e eXOUie lilte U\a t • 

Well, we can tal.lt oYer thoH tllinge wllen - to get 

all anglee to tllat. 

But I juet tllought I 'd gin 701.1 tllat 

Iee, e1r. 

I '• not reoo-ndiftl it. 

I know, i~'• YeZOJ intereet1ft1, and I - •• talked 

about it llere too. 
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l!Jo 

$tc~ctnry of Stott, 

r:a shin3ton . 

GRAY 

Par ill 

Dated Octobtr 1 , 1 937 

Reo 1<\ 2 : 24 p .m. 

1372, October 1 , 5 p , Lt , (SECTI , ., UTE ) 

I':!Oi' CcC,. l.>l' 

i'rrnc \ CC'"ltro) has o crn yi.clc'in.s o t crlin:; al J. da;-

at J.•:,r,.52, PrtnA\~t ~ttady but l l.::: ttcr t:1..m ycatcrd.:~y . 

?A·cnc~· rente: a t\nd ahnr ca contin'lE to ea1n . \'li ~h !)~tl:l!I'.D\ 

on "ole. in Lon 'lon .:ltl0 ium ship,.,l.n..; '3?lci t:1cr< inr.tmcl of 

t o on~ ted Stc. t t , . X..,ndon bc.nk~r:~ r:llcing frequent :i. , _ 

qu.-..~·5. es in PAri s concer ning ou tloolc fol' 3clgi'.m nincc tl'cy 

obac:.•vt many n·'<>rt ao).ts of bc1.;ao u~ain~;t ,:;old, 'C\wn 

ovc:~ i n gold at Lontlon today exceptionally large: 11it:• rt­

ncwcn ;loardin{!o 

:--rcnc!t franco tor iionday and Tutsclay very scar ce. 

i::U•':~ '; is stil l f i lled wit l.t g osol.p or pos9ib1c monetary 

anc~ ::>oli tical o!.nnscs it be i n:; realized that t :.:.c franc 

m.:u ci thEr soon l\llv c to b.: let .;o lower or t:tclw.n.:;t control 

b~: inr-.uguro ted or a nt" gov crnmtnt o Et 1.1p. V.:~rin·~a con­

fcrtnc ta or political ltodErD held laot n i gbt and toc1oy 

IIH~ C"-bintt CEtting • 

... D: VII1Svll 
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RE 

Secretary of State 

.!"shlngton . 

GRAY 

Paris 

Dated OctobEr 1 , 1937 

Rco•d 2:58 p . m. 

1372, October 1 , 5 p . m. (SECTION TWO). 

at Rar.bou11lct !>aturday forenoon cxplotcd to witness 

1moortpnt u·.scu.,siono and dECl." .ons 011 monetary policy. 

Tendency amcng <>bscrvcrs hErE tu tic l'P Wnshi ng,;on con­

versa · ions with local French sit1:ation and to auticipatE 

somE • .• !'langE in dollar and stcrltng j!' f'l'anc gt•~s lower . 

Brunet , r:nch Ur.dcrsEcrctary of FinancE has be en sp"aking 

at r cncva i .n bt:half of measures agains t mtgratory capital . 

ollowing excerpts ar c f rom Lo~oard Street articlE 

in tocay's FINANCIAL NEVIS on critical wEEk-end for FrEnch 

f ranc" . 

"It ts indeed difficult to concEivE any solution 

3~ 

other than restrictions or d.cprcoiation . No altErnativE 

scheme need bE expected to bE forthcoming from thE Washington 

convErs~tions . In fa ct it uccma that almost for the first 

t ime i n modern financ ial history thE official explanation 

of thE ashlngton visit of ~ir ~rEdErick Philiops may turn 

out to bE true 1n that thE wholE talk so far as actual 

forEign 
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RB - 2- .!o . 1372, OctobEr l, 5 'O .m. SECTION TWO from Paris 

foreign ExchangE is concErnEd may only amount to an 

infor mal ExchangE of viEws for thE sakE of strEngthEning 

ntrsonal contact bEtwEEn thE two trEasuriEs , " 

C3B 

"It n££ms thErE c an b E no quEs tion of any 

';;j LSON 
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RB 

~ecret'ry of State 

•ashington, 

GRAY 

Paris 

Dated October 1 , 1937 

Rtc 1d 2:47 p , m, 

1372, OctobEr l, 5 p , m, (SECTION THREE). 

assi3t~ncE ~it~~r 1n the form of crcd1ts by the British 

and ··:n.tcd Stat :a or through t n· dcotsion that thE t;:o 

cxchnnt E cquali:;o.t ion accounts !lhould hold fran<!s instEad 

of c~nverting them mto gold . Hor in President Roosr:velt 

llkely to adopt any drastic anti hot money n oESS'.li'ES in 

Existing c ircu"'l ~tanccs when \.all Strrtt in any o;.asE hns 

t he jitters. Th: most that r~~ct may expect is tht 

r cncwnl of the London credit when it falls due and this 

wouh nssist her in a ncgati vt sense only, in that hEr 

Offic"ltics would not be further aggravated through the 

loss :f gold involved in a rEpayment Of thE CrEdit (~*)" , 

·• ::vidtntly the stagE has not yet been rcacbtd when the 

Pvli t ical parties in France , al~td by the situation, 

cnn decide to forget their differences for a whilE and to 

colln orate in order to f1nQ a solution as they did in 1926 , 

. ro~ t~t po1nt of view alone it would bE b etter to allow 

the ! rene to take its course since a sharp fall might provide 

just 

34 
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RB - 2- N~ .l372 , CctohEr 1, 5 p , m. SECTION THREE from Paris 

just t hE shock that is nEEdEd for crEating thE right 

atmosphErE for th£ advEnt of a govErnmEnt of National 

f-nion . " 

CSR 

Cn tht samE subj Ect FINANCIAL TIMES today said 

WILSON 
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U3o 

Secretary of State, 

Wash1n~ton. 

GRAY 

Poria 

Dated October 1 . 1937 

Rcc ' d 2 :36 p . m. 

1372, October 1 . 5 p . m. (SECTI~N FOUR) 

38 

in port : 11Should thE Socialist proposal for th£ cotabl1sh­

mrnt of c:.tchar·s£ c ootrol s1 o" sny 1113!'1s or bcin:; aC\ctptcd , 

t• •en the r caiG)'lation of Bonnl t will follow au tomat1.cally. 

In nnually well 'Informed Lon.:'.on c1rc.\ tt; last ni .,.ht it was 

S'180!atcd that Bonnet io maneuvering reor position. Inde:cd 

t:.u: vicn 1<J h eld that he alma at ~1-lE premlcrsl:.i') n~.t". a frEE 

:.an~ to form hla Cab· net whic~ would be complEtely devo~d 

ot Lett representation . Failure to achu:vc th:.s object 

no·;ld be followed by vacation ot lrl.o po:Jt as Finance U1n­

irtcr. " 

Under city notco LOIIOON TillES today says 1n pa.r t: 

"Gold hoarding has lately rcv1vtd. This is mainly due to 

t ll.£ dtn1rc of French 1nvcotora to protect thEir capital 

a3ainot loss through currency drprco1at1on. It baa been 

a;J.(;!:;Cstcd 1n some quarters that tht :unpos1t1on of occbang£ 

control is the only ctfcctivc altcrn~tlvc which th£ Gov­

crnr.u:nt can adopt to !'I'Otcct the tranc . Bnt t~£ illlpOsi t1on 

ot 

Regraded Unclassified



~o 2- No. 1372 , October l , from Paris . 

of EXCl!ll!\bE control wo·ud bE a vi ole. tion of thE Tripart1 t r 

~onete.ry Agrttmtnt and CErtainly would do nothin~ towards 

solv~.ng Franot'n problem. It l.o uotltos to pnt t a t wl.lolE 

"llar:t on t 'lt s "'ecula tor fa;:o t h e pli.:;ht of the frcmc . The 

s pcoulntoro 1n fact pErformed a very u.qtful s ErvicE for 

p~·ov1c~ing fac11 t i Es to traders and ot:U:ro to protect thcm­

stJ.v to a .;a i n ot t :1t rislc c- f' deprEciation in Fre:nch currtncy. 

In any ca1.: t.tE opEratl.ono o f t :!e spt cula tor are a conoe­

C!~~ED:E a!l \ not a c auo e of thE '".-o\·blE o of French f )_:Janot . 

Fl•anct he.a En ~oytd 1n t'u pe.s t )'Ear ;b.t s y)apath tt1c help 

and coopEra t i on of other countr4En in h£r tfforto to ovEr­

co:. E :•Er financ :tnl diff.'1c\1.lt1 t •.• b~~·· t h E r- •.tur t o~ t hE: 

~enc'• franc 1 i.!t£ tllO t of tvery o tl~!:r c l-.rrency dtp c1-is 

p:ril:to.rily upon t !lt aoundntso or GovEr nr!er.t policy. Thio 

alone can 1nspirt t h E nECEsne.ry confic'l. tnc e . 11 (EN!> l.IES~AG£) 

V/l l SOil 

.:PD : 
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l!Bo 

Secretary of State, 

rlaahington. 

GRAY 

:>aria 

Dated OctobEr 1 , 1937 

Rto 1d 12 : 52 p .n . 

1370, OctobEr 1 , 4 .:> •l!l • (SECTil H ONE ) 

i :tOU CGCEJW! 

GovernmEnt's bud3etary projEct for 1938 was delivErEd 

to the Chamber l~nancE ConnittEe ~esterday for er.amination 

:.nd ••eport to tlle Cbal:lbcr on l!ovcr.Jbtr 16 whrn tl!at bO<~Y ia 

c~pecttd to reassoublt . 

Th t ordinacy budget nan prEs en ted &A follows: 

rcvc.nuc fifty three thousand SEVEn hundred eighty one 

million francs and appropriations fifty- two t..'lo·~and one 

hundred sEventy ninE million tra:-c a thus a'10win, s~plus 

on pa~cr or a bout onE billion six hundred millions . 

Ordinary bndget l.3 accompanied by ,pecial or extra­

Ol~inary budget totalin3 fourteen billion fivE ~undrcd 

~~llion francs which must be prov~dtd tor by loan issuEs 

o::o ot her forma of borro\tin3• ln addition Treasury must 

bOr~ow abOL\t twO billion five hundrEd million f~ancs fo~ 

thE pcneion tund. FurtilErmorE a total of abo·1t ninE bil­

lion franca must be r~ tor thE Dcpartnents and coc!OliUD£8 , 

railways 
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UBO 2- No. 1370, October 1 , tram Parle. 

r ailways Algerie an1 tht Colonire aa rxplaintd 1n tht 

~b~se71 s dtapat ch numbtr 1075 ot Stpttmbtr 27. 

WILSON 

llti :CSB 

, 

1 
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ldBo 

SEcretary of StatE , 

\7ash1ngton . 

GMY 

Paris 

DatEd OctobEr 1 , 1937 

Reo 1 d 2:09 p . m. 

1~70, OctobEr 1 , 4 p ,c . (SECTI~N ~HO) 

If priCE tncrEasEs or oth Er uni'orseen CO::lpl::.c::~tions 

do not ups~ t prEsEnt calculat\onll, o·.1tlays not covered by 

budactary rEvtm\e dm•in.:> 1938 •.•~'.11 total abo•.1.t 2G billion 

francs , thrEE billions of \7hich al'E to b E rais~d by l;ht 

Crtdi t l!ational. Es tJ.ma tEd s~rpl••a '>f thE ord.•no.r'Y b•1dgEt 

bns already b EEn al.-.,o,t cntircl:r carmarkcd i'o:.;o ' ncrcascs 

in tlu: pay of' ~ov ernLJcnt pErsonnEl to m£Et J1·.g·1 cost of 

11 'ti.ll{) . BonnEt points out that from 1932 to l93G thE 

~cas~ury bas borrowEd 107 billion francs or an avera~£ of 

21 billions yearly. 

1 t appcars f rom hJ.S nonoranclum accompanyin:; buda;ct 

plan the !Unis ttr of FinancE has basEd his cstimatEs on 

favorablE political and cconomic clevclopmcnts in FrancE 

nEAt ycar and in ~~is reepcct it is cv1dEnt tbat hE h~­

sclf intcnds to insist upon adaptation of social policy 

to Economic rcquirEmtnts and to orthodox financial prin-

ciples . 
An 
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tiDo 2- 1370, OctobEr 1 , trom Paris . 

An official communique wns published in t odny1 s press 

following brief preliminary examination of budgEtar y pro­

ject yes terday cry thE: Chamber FinancE CommittEE, I t i n ­

d1ca';.d t l nt thE gEnEral. reporter particularly stressEd 

t!lD.t tte blll.ancE or the bndgEt depEndEd upon en improvE­

otnt 1n tb£ economic situation and that to bring this 

CbO".lt lab<)' t1JS': hEEd tb£ call Of th£ govcr=nt tO gEt 

to rJ:»:..'!{ , ,1ns ::l\1dtd tl'.nt Ecor.o-.,•.c rccov.:ry nlro dq:cndrd 

on t:~e return o:: Prcnc:1 capita:\. to d:>JlEs t1c cl..-culc.tion, 

( E;ID I E SSAO£ ) 

CS!>: 
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PAJW>IIII.UK OF HLmlWI UO&rRD 

J'ROAh .laerioaD •ba81y, Parte, Franoe 

nLTia Ootober 1, 1937, 8 p .a. 

•o.a 137~ ROSH 

J'ROK COOHIWI. 

Total of foreign exchange yielded by French control 

apprpximated four million pounda for the day, due to ruah 

for sterling in trading after official Paria .arket 

closed. Throughout the day conaultationa b&Ye been going 

on at the Bank and in the GoYernaent. IXcbange contr ol 

is oppoaed by the present Go•ernaent; the alternat1•e• 

left are early decline of f r ano or change• in the GoYern­

ment it a elf. 

Through discounting with benke bonde subscribed to 

in cash for October 5 operation, the K1n1ater of J'inanoe 

bas been able to raise BOI!Ie funda for i-ediate technical 

need&. It remaina to be seen whether in the circumatancea 

a political oriaia will be precipitated at the Cabinet 

meeting tomorrow, Confidential infor•tion bas coae to 

me that 1 t ie quite probable that on Sat urday morniq 

the franc may be allowed to alip on the London aarket 

until the r ate ot 1.50 tried out. How8Yer ay technical 

fri ends elicited little faith that auoh a lnel could 

long be held without a political ohange. 

WIL80B. 

EA: Ln 
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p.lJWIBJ'IAU or TUDUI HOIIRD 

11\011: .blerioan lllbasay, Parte, rranoe 

DATI: October 1, 1937, 9 p.a • 

• o.: 1378 

CCIIFIDDTIAL . 

During the past fn days there has been an abundance 

of sensational rUIIIors regarding the i-inenoe of a polit­

ical crisis, that the r1nanoe Kinieter BonDet would reeign, 

that there would be a fall of the O.baut•ps GoTernaent, 

that Bonnet or Dalad.ier would head a nn goTernact, and 

so on. Bowner, the beet aT&il.able intor-tion 1a to 

the effect that t here is little likelihood of a Cabinet 

crisis before the week October 10- 17, when the cantonal 

elections will be held. 

There ie no doubt howwer that the bad financial 

oi tuation has caused a feeling of great uneasiness and 

concern - contributing factors being the recent drop in 

the value of t he franc, the continued flow of capital 

froa France, and the belief that the Governaent does not 

have the power to keep the franc fr011 meTing further 

downward because it 1e pledged not to ineti tute exchange 
. 

control. 

There is general recognition of the faot that Bonnet, 

supported by Chauteps, has shown courage and energy in 

h1a effort to bring about a return of confidence through 

orthodox 
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orthodox mea.uras. It is also generally recognized that 

Bonnet 's efforts baYs failed, and that with the dClina 

in the Yalue of the franc , confidcoa regarding the f inanc• 

of the country has declined. The people of France are 

realizing that the fundamental trouble with the country is 

that it is not producing enough, and that it will not be 

possible to increase production so as to take up the 

higher costa wiles• modifications are •de in legislation 

such as the forty hour week. A continuing aource of mia-

g1Ying also is the fact that the Governaent must depend 

for suPPort on the OolllmU.Il1 at Party. 

It is no doubt true that the seriousness of the finan­

cial situation is not realized by the country as a whole. 

Laborers are now receiving h.ighar wages and prices ·hays not 

yet gone up high enough to meet thoee higher wages; also , 

farmers are receiving higher prices for their crops and 

cattle. Soma politically prominent people, I undaretand, 

think that the country as a whole should be told of the 

bad financial situation so they may realize the seriousness 

of it - this to be done by the resignation of the GoYerlllllant 

g1Ying the reasons for the condition. Of course it cannot 

be eaid whether such a step will be decided upon but as 

indicated &boYs, the beat opinion anilable is that at least 

until the cantonal ele~tiona are oYer there will be no change 

in the GoYern.ant. 

Should there be a change, it would ••• that either 

Dala41ar or 
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Dal&41er or Boon•' would head 1,, or poeelbly Obau~e.pe 

might form ano,her gooreru.en'. Should a n• £0Yerna•u~ be 

beaded by any of the .. three Rad1oal 8oo1al1n 1-.dere, 1~ 

1• 11kelj that they would d1eoard the 8oo1al1•'• and 

OOIIIllllln1at a, take in the Oent er, and ooun' upou the ad­

Tantage the R1gM would g!?e thea. !he Popular l'ron' would 

oonaequently ooae to an end. 

EliD MXSBJ.G:l. 

wxx.eo-. 

' ' 

EA:LII 
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PARAPBRA81 OJ' 'l'&LICHWI RIO&IVID 

JRO)(: aaer10&D • baa-r' Paria 

DA.TJ: : Ootober 3 , 1 p .a. 

10.: 1378 

RUSH. 

rROJl (omission- Cochran?) . 

STRICTLY COHFIDJ:HTIA.L. 

1937. 

This morning I wa s told by Rueff that conferences 

yesterday bad apparently resulted in agreement ti cafu:Z 

members for decisions to be taken at today1 e aeeting at 

Rambouillet, but that they must wait for the oulcome of 

the meeting itself for definite assurance on this point 

since there may be heated arguments on such questions 

as the forty hour week . 

In London this morning the fra nc was all owed to 

sag, as mentioned in my telegram of October 1 , 8 p .m. , 

Ho. 1375. Small amount of sterling was bought and sold 

by French control , but the control was 4n'sn on balanoe 

at twelve noon, at whioh time the pound was 151.0 to 

one half. 

In strictest confidence I aa inforaed that tactics 

for llonday will inYolYe effort to bring r ate to 150 or 

4n'en 1•9 and lteep it at that po_i nt. 

iHD UO!IOI en. 
WILSOI . 
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PJ.R.U'IIRAU or 8J:O!IOI TWO or TJ:LJ:CII.Ul IO. 1378 
of Ootober a, 1937, froa Paria 

'l'h1s morni~~g the policy wbiob the control followed wae 

definitely diot&ted to the teobnioi ana ~ by their e'Uper-

iora. The following ware given aa reaaona: It waa antic­

ipated that next Yonday and Tuesday there will be a tech­

ni cal favorable reaction of the franc market, However 

it was not believed that the political patcbup being aougbt 

today could possibly be impressive enough to give the 

market IIUCh lasting confidence. Therefore it was preferred 

that today the frano be allowed to alide r ather than two 

or three daya after a new plan aay be worked out d the 

Rambouillet meeting, It would have been most undeairable 
bad 

to have/ such a decline after the meeting and still before 

the elections. 

The informal arra~~g•ent made ia unique 1n that aa 

yet the French public is not very 1111ch di eturbed. Big 

holders a re responsible for aoat of the franc flight. 

Some of tbeae large holders are intimately familiar with 

goverDI!lental financ ial leadere and the actual probl•• 

facing tb•. 

It ie my undaretanding that t he Swiaa ha't'e been eelliDC 

dollars be&'t'ily t oday in London and that tbie forenoon they 

have been the largeat takers of the gold bought on that 

market for boarding purpo .. a. 

WIL80JI. 

IJ.: L1l1f 
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JR 

SEcretary of StatE, 

'.lnshington. 

RUSH. 

GRAY . 

Paris 

Dat ed OctobEr 2 , 1937 

Rto 1d 10:54 a .m. 

1378, OctobEr 2, 1 p .m. (SECTION THREE) . 

~n articlE in today 1 s ECONCMIST on thE tripartitE 

agrEEment conclu~Es : 

',\ t thE momEnt indEEd i t is impossi blE to say how 

far thE franc 1 s crisE de con.fiancE is duE to political 

an~ ~ow far to E~onomic f actors -- or indEEd wbtrE th£ 

for mEr End and thE lattEr b Egin . As WE go to prEss thE 

position of thE Chaut~ps GovErnm~t SEEmS incrEasingly 

prEcarious . Unoffioial repor ts from Paris suggEst that 

!<.onsiEur BonnEt may resign if a CabinEt Council, to bE 

hEld on Scturday, OctobEr 2nd, rEjEcts his proposals - -

which it is rumorEd will incl udE somE rEvision of thE 40 hour 

wEEk. I n that casE thE Socialist mEmbErs arE crEditEd 

wi t h thE intEntion of proposing domE form of exchangE 

control . And whErE will thE tripartitE agrEtmtnt b£ thEn? 

ThE answEr is that th£ agrEEO£nt -- duppartitc, tripartitE 

or ~ultipartit£ -- ought to bE maintainEd as a monEtary 

basis for the libEration and rEvival of intErnal tradE and 

financE , which is fundamEntal to rEcovEry. Discussion at 

Washi ngton 
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JR -2- #1378, Octob£r 2, 1 p ,m, (SECTION THREE) tram Paris . 

Washington and ElsEwhErE can urvE at lust t hE uutul 

purposE of maintaining closE and constant contact bEtwEEn 

thE lEading f inancial CEntErs" , (END MESSAGE). 

WILSON 

CSB 
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JROX: 

DATi: 

110. : 

Allerioan J:abaaay, ]'aria, J'rance . 

Ociober 2, 1937, 4 p .a. 

1379 

FROK OOOHlWf 

Council of Kiniatera Ht at Rambouillet at lO: 30 

this morning. Preas reporta that Kiniatera agreed unan­

imously on a program of reoo•ery aa eat forth in a 

co--.mique ilaued after the meeting stati ng that; 

50 

One. Go•ernmant oppoaea exchange control and de airea 

to remain loyal to monetary freedom and policy aa expreaaed 

in tripartite agreement. 

Two. Government favora policy of internat ional peace. 

Three . Council aPProve a Ohautempa' i deas for 

incr easing production. 

Your. ao.er naent urgea need for social discipline and 

aPPeals to capital and labor t o arbitrate rather than t o 

r esort to illegal aeaaurea. 

1i•e. Government pledgee action against foreign 

agitators in J'renoh territory. 

Six. Go•ernment aff irms abo•• policy will be carried 

out irreapective of coming elections . 

I t ia not likely that the abo•• pious expreaaiona and 

weak generalitiaa indioati•a of political (omieaion) will 

ha•a auoh i nfluence towarda iiUipiring confidence in the 

French 
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-ae 
rrenoh franc. I aUll hol4 the op1Jl1oll I haTe ha4 for eoae 

tiM paat - i.e. 0 
Wld.er the preaellt IOVarllaeJR the f1D&n01&1 

&114 moDetary s1tuat101l oallllOt reoover. It r--.iu to be 

seen how far the break 1Jl the trano which began to4ay ou 

go without the gover~ent breaking. 

I ha4 a converaation with Rueff ~uat now; the oollawl­

ique gave bia no oauae to be opUa1et1o. Rlleff tol4 M 

t hat Bonnet had gone 41reotl y to PerigullllX for the weelr: end. 

after be left Raabou1llet. 

WIL8C8. 

Ja.:Ln 
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HE00~1iTR(T(J'ft0N ftX.\N()t.: OOUPORATIO~ 

WASIJINOTOX 
,J~sac H .JOHC. 

, ..... ~ .. 0" TMC .o.t.ltO 

October 2, 19&7. 

Dear Hr. ------

For ..,re tbul a ~ar it baa appeared tbat b&Dka Uld 
otbar lendln& inatitutiCila could ~ tba CNCiit lleeda ot tba 
co1.111try ftry well, Uld wblle it h perbape not adrleable tor tba 
li1C to atop lending altoptbar, it CUI ••1'7 properl;r cCiltina itf 
lUldiD& to extraord.1llar7 aituatioaa. ._.. • 

.lccordiD&l;r ;you ebould Clll;r accept appllcati01l8 wbere 
it CUI be clearl;r abowD tb&t a uaetul aconoaic purpose would be 
eaned b7 tbe loan, ud tbat tbe appllC&Dt C&DDOt obtain tba 
credit elaewbere. In otber worda, tbat a real e•r&eney exiata. 

Banking laws baTe been liberallaed to tba point tbat 
a baDk aq u.ke alaoat aey loan tb&t tbe li1C can lll&lte, and our 
record or collectiooa baa deaonatrated tbat IIUlJ ao-c•lled noa­
contol'lling loans or loans on &low but 1101.111d aaeete are u coed 
and u collectible ae 11U1J tbat tit tb& teclmical 7ardatick • 

.le your act.i rl ties decreue, you will con tin liB to 
reduco your force u we are world.ng \lllder a .... ..,. atrict budget. 
BonYer. you •uot aerrl.ce xoyr lOIQI eM kttp n ll ooated abo»\ 
.llft. 

Sincerel;r 70u:re, 

(aigned) .Tease H • .Ton•• 

~· --~--~------~ llan&&ar, LoU> Agency, 
Reconstruction FinU>ce Corporati011. 

Cb&inan 
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Copy ot :U.tter eect to all Loan Agenoiea 

liE(JONSTBlTCTION FINAIVUE OOUPOUATION 

WASDlNGTON 

Jc•ac "i .JoNd 
,,...., ... •O• TMI ~0 

wo.,..ber lJ, 1937. 

P!RSOIIAL AIIO CONFI01!21TIAL 

Dear llr. ______ _ 

llitb .t\lrtber r.!ereoce to our letter ot October 2nd 

reatricting n.tnr applications, and to ~ ldtb tbe Pree1dect1 a 

budget ....-tion raleaaed on October l8tb aa it affects tbe IU'C, 

you are adnaed that tbe lending acti'Yitiea ot tbia Corporation 

will be 1\irtber curtailed as tollcnuu 

Application• that were under consideration or in tbe 

course of preparation on or before October l8tb, should be COIIplated 

and sent in as Ullllal, notwitbatanding that tba to~ application 

has not been actual.ly tiled. In a few instances it v;y be neceuary 

to consider new or additiOOIU applications to protect loans alreed;T 

diabursed . 

You M7 continue to take application• tor loana tbe 

proceeds ot 'tlbich are to be need in paying depoai tors ot cloeed 

be.nka. Renewals or e><tenaione rill be banclled in tbe usual ~. 

Should it denl.op that tm7 be.nl< in your territoXT needs 

add! t.ional capital t.hrou8b tbe sale ot preferred atoclc or capital 

debentures, or llhould BU7 otber situation arise tbet in your opinion 

conetitutea an -rgeocy, you should c.._mscate tbe facta to tbia 

office. 

llr ·==-;-=---;=-:----' 
Jlanager, Loan Agency, 

Sincerel.T your 1 , 

(Signed) Jeaae B. Joaee 

a.au-n 

Recooatruction Finance Corporation. 
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,..EDIIItAL. MA .. YII BANK 

Of" NIEW YORJC 

CE CORRESPONDENC E DATY Oct*• .. l'ft. 

eotn,I!I~~AAM SVBJEC'n .. • +Nj ftTP ... 

•~ D to 

111'. lel'- ..u. ...... lla~'l .... • .... .n~a • .u­

prla .. , bo Aid, ~- f.\ IIIO•U un "- ,.u.Ulle Sa ~- M a-­

nn at a --.:rom .. •• u ... 11reet .,.. ~ 111 r's:r. :rz­

all \bob prwt .. t ~- Uur 11M"- 1 .. to MU-. U .-1• 

be lllpotsl~e tu c:qa .. , M ~ U.. • 1 •1 _. ..... ..,. P I '• 

JI'Gilt toc-'!ler. Jew,ho adb.,.., U.. ..._. ow-t ._, .. -. 

C1U'17 • tor &Mft a _, •U1 Oo ,._,_ •-*• lU. Sa o-..u 

or ear~ ta .__,__ fte ..W.. 1B 0. •-t.S.ae ... t•"'• .-tn 

011 i ta eon ,.111Uoa WS.tll the naalt tbd r.r the ftl'ft ..... 111 II1JI 

•Mt• tae Beak of rnae• waa able to Ull:e 111 a little auu.,. 

!hh pzoftt , ...... , leltoa ,,.,...._,, ... alloa the oU7 -.. of ...­

port tor the tnao. ca. .. tllat ... au of Uae -.r, .... Mq 1Ske 

the ol.d 111taatt• ... lik~ M uiao llalll• .l8 far u ho n•l• ... , 

Parh ... pqtq Ye17 lltUo att•U• to the atM•w' t AA..a ot 

len laarts:r. X. loaa.S. Uae f•" .. ••• .. '- ~. ~• of...,. ~r 

a b .. , .. r.nn llued • a a•onl 44 tt117 ,_.. ~... fto 1:111t 

,_,.1'11'7 Ialii ... '*d tho .. 1rtt• of _, Me pelUt.etl ..... lla4 

be• ,., ott tor ... tuo. lbt.a, boewer, a• -' •- .._. ..._.. 
waa arr •n ..n.•=- 1B the tnao .._. Be apened a ~~ .. 

.-tn \lao aU1 tllo naalta of Ule -•••' al..U•• .,.. • = 
tboft the at~o of •.a ... or a. -* theroeftu. 

BolMa ._ ref_... .. .aao pU aan... I 111CIIlnA ..... 

then wu ~ -. u.. -r .ua u.e lat.aa 11M~_._.. ot .. w 

~.-.... IelMa :Jif1t ............... Na ~· " n..t .. ..... 

Regraded Unclassified



-
nD&flt.AL RESI:IItVK aANK 

OfF NEW YOfltl( 

E CORRESPONDENCE 

cotn_.,.,, .... .__.rw~-----
1..--W.-IIIhlll·•t:~ae---

- I-

DATY ...... '- J'P, 

suaJKen m • 1 WI pmM 1111 

ap U N'WI. 

•• aolDI to uka • '-' 1IJ' aft.U, \lie •· x. 1. pl4 ~pian 4ellen 

•4 n .-14 be allla w ... .._, -., ... 1IJ' ~ ~e •US.u • 

the B. I. I .... uu\. le W - tate"""'• ef ~ IIIIi• -.-u, 

mthol"1Ue• haft~~~ bm .. '-Ten, 'IIQ tal•, tal.., •- resJJ7 ., ... 

up to ~'*'7· U \h_.. .. '-~• '-nlc 1a tale 1.8._ ..a•, 1a 

all probaMU\7' U ... fn Mnu' of a.t• .,.Uuha, ~· _. ~-­

• tw -\h• ., .. W b .. •PI•• a.U.en. A' ~ nh, \he 4••• 

tor aol4 -un .. YttrT aeal'lT aa '- wall:a ... _. ••• .._ 1a tala 

B1"1U8h ftaltSH ..U• ,._d, W pyr \he auk• -'7tMaa 11lla 

u,ooo,ooo a ..,, 11b1oll, bowwv, r17' oftaa\ a 11.Ua of 1111at u-.., 

bad to ••e 1D tr. Cu1pel. 

lol'- \hr •* .. ae 'llb-'bv .. -..14 be s.a•ann .. 1a 

aetHaa -e at the lal4 ft W 1a LaaCS. • a 4ellar buia. U •• 

he ~h' he .-ld U.G.e u ~ ~h un-• ....,~ •. 

~ch .. lea -...14 han aMh1aa to do 111\h ~ ,.,.,., u be .-14 de 1• 

oa\814e \he auk&\ eo u to -14 _ _.. 1..a. ... ta ..,, be tt 

\17 to •• \he ban pl'iee paaal~e, 'llbillb ba ttnp'\ a1,CIIl ba IN.ft 

or tM.IO. I r..U .. \ba' I W pl_ .. to u .... taah Ye17 '"'1• 

111.th h1a bu\ W b .. -.-.. beai\la' u w tale ..,rae•, -' -.-.. 
boW \h. llilh' ....... Bel'- ........ , tal..,, 1a I p a I ~ 

thh uuv eUH17 ,.._ a .,.aia .. • ,.sa, of n•, fM"• Uld U tala 

autrn .. , .. 1&14, YaT Wllll, .... laell w a-, 1• •• un u. 
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nDCIIlAL --AVa .AHIC 

Of' N.CW YOJttC 

CORRESPONDENCE 

-·-
o ............. :u.r. 

I 
pretu to Wl\ _. ... 1t ._. ... wee_. ldL 1 •w llel ... Uld 

-

I ~4, a\ ~· tin\ .,oRal~• u ..... tble ....._ wlO .,_,,.._ 

bv\ we .-,1\e bopehl \ha\ Ide -..•etlr -.lt p.-n 't'aT wl-. 

·-eue, I .. eue tlad 1 . .. -' a tp..U. ol plri" llln •enlT 

ot ...-c1.aa \he •-r ••-'-Ual •• or plt ... belt uwoa4. 1 

aa\\U 1.B a ..,. OJ' heo Bol\ea 1lltp1nl 'llletll•, 1a ............ 

w e.U _. plt 111 lr' , " -.14 ereal •r 111.U.et.lre r.r 

ab1p~~e\ or tl.O.ooo,ooo •fth r ~ PI' 1l1t-' IMeweU. I ..,U .. 

\ha\ I l'dhor ........ •••h1'- \o pHI• tlad t.llllt_lbipaam -. r...-

..n 1rnep..U'IIe or pouUale eel .. 111 •• I- 3 

...... 

/ 
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JR GRAY 

Poria 

Dated October 4, 1937 

Rtc'd 3:10 p .m. 

SEcrEtary of statE, 

',/ash1ngton . 

1381, OctobEr 4, 4 p .m. (SECTION ONE) . 

!"ROW COCBRAli . 

Following thE sharp drop in thE franc on Saturday 

nnd thE ministErial dEclaration , FrEnch control today 

had opportunit y to acquirE a fa ir nmount of' stErling at 

150 . 25 to tEn and a ' (?) dollars , Forward franc 

improvEd slightly. NEithEr thE spot nor futurE franc 

hEld its bEst quotation of thE day and toward EvEning 

tradErs had imprEssion that repatriation of capital 

inspirEd by abovE mEntionEd factors was approaching 

complEtion . REntEs wErE down about one franc . With 

prtstnt prEmium on gold at London, Belgium continuEs to 

losE gold to that center. 

Paris ExchangE trading was not hEavy s incE most 

pEoplE arE waiting to seE thE trEnd of thE market aftEr 

Saturday ' s statEmEnt and the political spEEchEs thErEon 

ha~E bEEn gEnErally analyzEd, ImprEssion on thE market 

this afternoon was that today'a recovery in FrEnch exchangE 

would bE short . 

WILSON 

,,c : RPD 
, 
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PARAPHRA81 OF 810TIOH TWO OF TELIGRAM 10, ~381 of 
Oct ober •, 1937, from Parie. 

The co.-unique wae a die&ppointaent to the Parie­

.lmerican banlcere with whom I ha·n talked. They think that 

before any laeting turn !or the better can come conditione 

must get woree. 

This morning I bad a telepho~e conversation with 
• 

President Tripp of the llletherlanda Balik. Tripp l&id that 
~ 

the French etatement wae a di eappotntaent to tat Dutch, that 

t hey did not beline it would inepire confidence in the 

franc, and that they believed a rapid deterioration would 

now follow. He eaid only a change in the French Government 

could bring about a change in t he situation . We talked about 

the reversal in policy of the 8w1" bankers who are now 

buying in London the gold they eold for dollars a fn months 

ago, and Trip philosophically remarked that these situations 

usually eolve thneelYes ~van tiM to do so. 

WILSOH. 

EA:Ln 
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us GRAY 

Paris 

DatEd OctobEr 4 , 1937 

REc 1d 4:43 p . m. 

ZEcrctary of StatE, 

• .'ashi.ngton . 

1381, OctobEr 4, 4 p . m. (SECTION THREE) 

!TEnch fina.ncial prEss found nothi.ng n Ew 1n thE 

GovErnmEnt's communiquE L~d now awaits acts , particularly 

any dEvElopmEnts which may indicatE whEthEr labor will 

yiEld vEry far on thE forty-hour WEEk . 

raris oor~EspondEnt or thE LONDON TI~~s conclvdts 

his articlE today as follows: "As for tht national 

govErnmEnt, so f rEEly prophEsiEd by thosE who dEsirE it , 

thE situation has not yEt rEachEd a suffic iEnt dEgrEE of 

gravity to inducE thE majority of thE El Ectors to changE 

thE dEcision which brought thE Front PopulairE to powEr . 

1·uch may dEpEnd on thE fatE of thE franc during thE nExt 

WEEk or t1•o though if thErE WErE a gEnEral imprEssion 

that thE national currEncy had bt tn thE victim of politi­

cal manEUVEring thosE hEld rESponsiblE for it might rEap 

a harVESt VEry diffErEnt fro~ t hE OnE thEy had EXpECtEd." 

Lombard StrEEt Editor of thE FINANCIAL NEWS today 

said in part . 

"A largE part of thE stattmEnt issuEd by thE FrEnch 

Oov EriiiDED t 
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u·s 2-No . 1381, octobEr 4, 4 p . m. , SEc . 3, trom Paria . 

GovErnmEnt is a mrrE rEpEtition of thE old contEntion 

that thtrt is no justification for a dEprEciation of 

thE franc (how familiar that sounds!); that thE budgEt 

is balancEd (apart from t hE ' Extraor dinary ' ExpEnditurE 

o: courst) ; and that thErE ia no quEstion of ~posing 

ExchangE rEstrictions (tvtn though somE rEstrictions 

alrtady Exist in fact 1f not 1n law) . All this kind of 

talk is apt to causE a vEry unfavornblE imprEssion and 

would undoubtEdly lEad to an accE~tuation of thE sElling 

WILSON 

NP!,: RGC 
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LJ'S GRAY 

Paris 

Dated October 4, 1937 

Rtc 1d 5:17 p , m. 

Scorctary of State , 

Washington. 

1381, OctobEr 4, 4 p . m, (SECTION FOUR ) 

prEssurE on thE franc but for thE bull points givEn by 

thE off icial st~tEmEnt, bull pointe which might possibly 

outweigh thE bear points . One of bull points is that 

thE government has succEEdEd in preserving at least thE 

outwa!'<1 apptara:-~cc of unity . During thE last WEEk or two 

thErE havE been rumors of intrigues within thE Cabinet , 

onE of whosE memb Ers was bElieved to bE playing a dEEp 

~8JIIE of his own" • 

'n;ANC IAL T~ES terms Saturday's declaration an 

anticlimax and under money markEt notes remarks: "It 

cannot bE said that the plan evolved by the French CabinEt 

contains much to inspirE confidencE and to strikE a note 

or opt imism. n 

JOURNAL OFFICIAL today announcEs that RuEff has bEEn 

madE a "statE councilor" , This givEs him a status to 

17hi ch hE could return if hE wErE to join thE B I S starr. 

At meeting in HElsinki Scandinavian Central Bank 

GovErnors 
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u :s 2- ilo, 1S81, OctobEr 4, 4 p , m • • Stc. 4, trom Par1• • 

GovErnors arE rEportEd to havE att1rmEd thEir adh£rtnot 

to sttrling , 

(END OF MESSAGE) 

P.OC : J:PL 

WILSON 

) .. ~ 
ll > ~ I 
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PA.RAPIIRAU OF ULIGJWl RIOIIVJ:D 

FROM; Aaerioan J:laba111y, Paris, Franoe 

DATI: Oo~ober 4, 1937, 5 p.m. 

li'O.; 1383 

One of the leaders of the Sooialist PartT aaid in 

conversation today that aa to the political situation the 

life of the present government depended lar gely upon the 

franc ' s course. Should the communi que of laat Saturday 

restore confidence to some extent, and should the frano 

remai n at approximately the present level, then the govern­

ment might continue in office for some time to come. How­

ever if on the other band the franc should drop fur~ her 

t he government probably would be foroed out . It waa not 

unlikely that i n such case a new government would be headed 

by Chautemps or Sarraut with the participation of the 

Moderates, with the Sooialists supporting the governaent but 

not participating. 

This contact aaid that there was a strong pupular 
•little fellow• 

de~~~and for exchange control. The/••ttxltatau believed 

that the banks and the •ealthy classes were apeoulating 

against the franc and working against the interests of 

the countr7 acme for reasons of peroonal profit, others 

to oreate a political a1tuat1on whioh they hoped would bring 

into power a natio~al union goveroaent . Blua, he said, had 

no technical grounds for objaoUng ~o exchange control but 

was 
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was asainst it on grounds of international poliOJ in that 

the end of the tripartite aonetary agreement would come 

if exchange control were eatabl1ahe4. Bl1m ueed thie 

line of arguamt ae the baeie for obtaining the approftl 

of the Socialist ainietere to the goYernaental decl&ration 

&g$1nat exchange control. Xy infor.ant told me that the 

Sooialiet Party waa 1 praotioally unanimoue• in wanting 

power to go baolt to Bl.ull. 'fha Mho d'l(.a-t a Socialht 

meeting 1D Paris BlWI had been greeted by criea d~ding 

the reaignation of the Chauteape Qoyernaent and the eetab­

lisbaent of a GoYernaent headed by Blua. HowBYer it wae 

said Blum himself did not think that any such action 

would be wiae at the preaent tiae. Blua waa cooperating 

loya.lly with Chautupa 1D the efforts to deal w1 th the 

problema the present goYer111ent is now facing. 

'fhh contact said that the C~iata who haYe 

heretofore declined participation in goYernaent were 

"demanding• participation in the goYernaent now. Theae 

Coaaunista would like to fora once for all a aort of 

nat i onal union goyeruaent with Herriot aa the head. 

J.ccording to ay inforaant thh attitude waa dictated by 

Koeoow where it waa f elt that the international situation 

wae critical , and that the beat intereete of Ruaa1a would 

be 
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be aar'Yed by a .trong go'Yernaent in J'rance wUh eo-&Diet 

participation. there waa no particular williagnaea on 

the part of Herriot to serve, however, since be boped a 

year and a balf hence to be elected Preeidant of Franca, and 

OOIIIIIIUnist support would be 1!11 bar raasing. 

Wy inforu.nt said that with raprd to the approaching 

cantonal elaotions, there would undoubtacUy be cona1dar­

able gains by the Communists and the Sccialists. Howa'Yer, 

be said the importance of this should not be exaggarated, 

since six years ago when the general councilors and 

councilors of arrondissements were elected, the Socialist 

and Oo•unist Parties did not bs'l'a t he strength which they 

now ha'l'a. For example at the cantonal elections in 1931 

only six Communists were elected. It was interesting to 

note, he said, that in the senatorial by-elections held 

yesterday in two departments the Woderatea bad 1111pported 

the Radical Socialist candidate against t he Socialist, in­

stead of putting up a candidate of their own. He belinad 

tbat in the cantonal elections these tactics would be 

followed but that nevertheless the Radicals would fail. 

END liii:SUGJ:. 

EA:LD 
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P.t.R!U.L P.t.R.t.PIIRAU OJ ULIOIWl RKOKinD 

YROII; .t.aerioan llabaeey, Parte, Jrance 

D.t.TE: October 5, 1937, 4 p.a. 

10, : 1390 RUSH 

J'ROll COOBIWI • 

Yeeterday the Jrenoh control gained anen bundred and 

(oaieeion) million f ranoa of foreigll exchange through ahort 

ooYering operations. .t. little eterling was yielded 'by 

control this morning at 150.35 with the opening of the 

banka, but the control was soon able to buJ at 149.98. 

I talked with 111 oontaot at 10:30 a.m., and this waa the 

situation at that time. 

Market oontaot told 111 at 3:30p. m. that when offioial 

market opened trend turned and eterling was bid an4 oontrol 

began g1Y1ng through Laaard at 150. 90 and later direotlr at 

150.75. Observers thought the control had by 3:30 p.a. 
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lost muoh more fore1gll exchange than it gained yeaterdar. 

h.Yorable market reaot ion appear a thua to haTe been nen 

shorter 11Yed than peaa1mieta anticipated. Bourae ataoe­

phere 1e therefore quite peeeiaiatio with no one apparentlr 

wanting to hold franos. One offioial attributed part of 

today 1 s rush for sterling to faot that those holders of 1934 

treasury bonds who opted payaent in oaeh receiTed t heir fran~ 

today and nidentlr began oonYerting thea into pounde. 

I 
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I ha·n reoeh'ecS the report but cannot yet oonf1r• that 

.lational Balik of SwitserlancS 1e .. lling dollare 111 Lonclon 

today. Banter a eay 8wtae 111Yeetore are worried OYer .t..erioan 

tax threat and are repatriating eo.e capital. I hope to eee 

Bachmann at B I 8 mee~ing in Basel tbia week-end. 

There bas been 1nol1n&tion on the part of ao•• newe-

papers to oonai cSer 150 the l nel where the franc laight Ug1cally 

be held against eterling. But experience of today 1ndioatee 

that in the faoe of the political e1tuation &Yen tbie rate 

lll&f be untenable, 

WIL8CII. 

' 

U:UI'W 
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October 5 . 1937. 

In connection with .r letter to the President or 
october 5, copy of which is attached herewith, I think the 
chances or m::r winning are two out or three but I am not 
g~ing to sit here another year unless we have a balanced 
bttdget. 

68 
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GROUP llEE'fiNG October 5, l9J7 
9:J5 a .m. 

Present : 

a .Y.Jr: 

Bell : 

B. ll.Jr: 

Bell : 

B • .A.Jr: 

Bell : 

H. J .Jr: 

Bell: 

H. ll.Jr: 

llcR : 

H • .a .Jr: 

lolcR : 

H. !.I.Jr: 

llogil t : 

lofeR: 

H. ll.Jr: 

llr. llagill 
Ur . Gaston 
Mr . Haas 
llr . Bell 
llr . McReynol ds 
llr. Lochhead 

Jesse isn't coming till later, so I thought I ' d 
start in at 10 with that special letter that I 
was going to do with you (Bell) • Would you be 
ready at 10? 

Well, I'm ready as much as I will be . 

. . . .. 

I mean I can draft the lett er, get it down, then 
go over it a couple times. We can put ~ approximate 
figure;, then have you put ~ actual figures . 

Probably a couple days before we can get the figures. 

Well , the letter ' s going in the pouch Thursday . 

Is th&t wnen you want it? 

Yes. If you listen to ~dictating, then we'll 
see - I mean you get what I have in mind . 

Yes, sir . 

'I/ ell, you old sour belly, how are you? 

I feel just fine. 

Vlhat? I baa to look arouno to see if there were eny 
women around. What? 

I ' m feeling fine. I was . under nome rule all the ti.me 
I wa s away . 

Rome brew? Didn't he say home brew? 

I think he did, but it was a slip. 

Home rule &11 the way . I d idn 1 t do anything but rest 
while I was gone . 

Good. 
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!.lcR: 

l:l • .t . Jr: 

Magill: 

!l . l.! . Jr: 

MeR : 

Bell: 

:.!agil.l : 

H. :J .Jr: 

Bell: 

Magill : 

I:! . I. Jr: 

Magill: 

!.!cR: 

l:! . ll . J r: 

:Jag ill : 

~ '•"I • - • -- ' • -

.. ~·- . 
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Played one game of golf. 
' 

Well , I heard of you in northern Florida, ~nd I heard 
you came back by boat. 

~ac is making e l ot of trouble for me on taxes . Be ' s 
endorsed Pr ofessor Henderson of Yale - his pl an to 
reduce proof of whiskey from 90 to 45 . 

Has Henderson got that again? Who was it the other 
day said - J ake Viner said he wanted to know, did 
Sir Frederick Phillips put nis whiskey in his wa ter 
or his water 1n his whiskey. 

You wouldn 1 t have to bother with White Rock or any­
thing of tha t kind . 

The water alreaay is there . 

Keep the same t ax and increase the dilution; it ' s 
better for everybody. 

I ~e. May be s omething to it . 

Run &i nger ale people out of business . 

He ' s going to t ake that up next . 

I would liKe, if possible, llr . Magill and Ur. 
~cReynolds, to have a littl e demons tration on the 
part of Harol d Graves of - I don't care, something 
or other that we can demonstra te, some kind of a 
simpli ficati on; I'd like to have something to throw 
out a s to what we ' re doing , sometning in the w'!y of 
proving the administrLtive simplification - t ake 
something or other . 

What he ' s doing is a very important job on Social 
Security taxes. 

Ran i nto some difficulty in that r espect. 

*ell then, that - well , you knovr, I •ve kep t you 
informed as to what •..• 

A.l.tmeyer. 
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t!. '! .Jr: 

.lagill: 

H • .I.Jr: 

llc:R: 

.dcR: 

Aagill: 

H. !4.Jr: 

Magill: 

1:1 . .. . Jr: 

llcR: 

Gas t on: 
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Yes . That has notlling to do 1vith this machinery. 

This is the machinery be ' s working on • 

Oil, so he ' s on that . 

73 

He told me yesterday - Choe in first thing and said 
th~ t he checked, of course, with Magill all the way, 
but they r an into that situa tion of bad congestion 
a nd not a proper -they weren't on top of the job, 
1 t 11as snowing them under , and it was just something 
tha t somebody had to do something about . 

Our end? 

Yes . v.ell, Social Security is involved, of course • 
They want to keep thes e monthly returns, and it ' s •.•• 

Rell, the question as I get it from him is this: 
I n the first place, the volume of returns is so g rea t 
t ha t we •ve got to keep current; if we don't, we ' re 
ruined . 

And we •re not? 

\',e're not . We're getting behind . Graves said it' s 
obvious our appropria t ion i s not l arge enough to do 
toe Job tha t th~ Social Security Board wants. So 
it ' s a question of whether we can cut down t o stay 
within our appr opriati on and s till do enough for our 
own purposes, and t nen perhaps for Social Security . 

Social Security regul ations provide for an informa tion 
r eturn e very t hree months and the payment of the t ax 
wi th an incl ividual return e very month . And Graves 
is proposing t ha t v:e muke that a quarterly payment 
instead of monthly, a nd semi-annual information 
r eturn. He sai d we can get by on that basis . But 
Altmeyer doesn't want to extend it t hat f er. 

Well , Har ol d knows when he's ready to t alk to me, 
and I'm available. 

Yes . 

We have already put out a press release announcing that 
we a r e dropf ing t lus one quarter return this year. We 
could have coupled that with Harold Graves • work. 
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llcR: 

Bell : 

H. M.Jr: 

Bell: 

H.:.I . Jr: 

Bell: 

.L ;!. Jr: 

Boll: 

ll..! . Jr: 
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That ' s Just for this one six months, but they 
haven't consented to the continuation of that 
semi-annual information r eturn, nor have they 
consented to t he quarterly t~x return. 

Vi ell, I a gain s ay I'm available . 

i.l c-. Bell? 

I have a couple things. The Federal Intermediate 
Credit Banks have a maturity of about 49 mil l ion 
dollars on October 15 . They have available about 
15 million dollars in c ash, and they want t o finance 
the balance, 34 million dollars, through t he issuance 
of 9-months s ecurities in t he amount of $19, 450, 000 
at the rote of about .007, as compared with .01 the 
l6st time they did i t; 4-months, $12,350, 000, rate 
. 0045 . 

Say that again. 

4- months, $12 , 350, 000, at about u basis of .0045, 
compared with . 0065 last time . And J-months of 
~2 ,50J , OOO , r a t e of about . 0040 net, which is a 
private offering . And tha t ' s ~bout the way they 
usually have done those things . 

l'lell, are they offering that? 

lhey want to offer it t his morning for October 15 . 

••ell, you Just tell those bobies thht t hey better 
11ait wttil tonight, to sea hov1 that Bethlehem thing 
goes, because everybody - I mean I 've got a lot of 
information th&t t hey are t erribly nervous about this 
Bethlehem issue; and he sbould not make up his mind 
until tonight. 

Uh- huh. 

Roughly - you see, t hey offered September 8th - the 
Betnlehem Steel of fer ed t hei r s tockholders 46 million 
dollac-s worth of securities, and t he stockholder s took 
two . Now, tney 1 r e r eoffering them today a t 3!~ -
15-year note . No<~, tttey better wait and see how 
this thing goes . 
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Bell: 

H. ioi .Jr: 

&ell: 

ii. !. Jr: 

.t>e!l: 

bell: 

1:! . J. Jr: 

!!ell: 

H • ..! .Jr: 

Bell : 

tl . ',.Jr: 

Bell : 

H . ·~ .Jr: 

Hues : 

H. ii.Jr : 

Bell: 

H. !.l .Jr: 
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lhis is largely - practically all a refunding. 

I know. 

.. nd done through Dunn. 

Ounn. 

J.Junn, yes • 

b ut I still say if t his thing cracks up today ••. 

May have ~n adverse effect . 

On, no c.ues tion of i t. 

But otner~ise we have no objection. 
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If t his thing goes well , he might even want to 
rerigure it . I mean they're all just watching this 
thing today . I mean if it soes well , they haven't 
turned the corner , but they have gotten by the first 
milestone, see? 

Other wise we have no objection. 

Otnerwise no obJection . 

·•e don ' t h~ove to approve it, but one of those 
things •..• 

.t>ut tell Bill for me not to do anything about that 
until five o ' clock tonight, release it tomorrow 
morning . Tell him be may find himself in the position 
Pure Oil is in . I got plenty yesterday. 

Steel report was quite bad yesterday . 

I .mow it was . 

nut tell Bill to sit tignt until he hears tonight 
that that thing either has or hasn' t gone . 

Uh-hun, all right. 

O.K. 
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~ogill : 

ll . :l. Jr : 

~lug ill: 

Bell: 

dell : 

H • .l. J r: 

:.!ngill : 

u • • • Jr: 
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1he other t hing, I 1a like to know from someone wnen 
we ere going to get this beck r ailroad tax. You 
keep putting it for war d every month. Is there some­
thing being done in Internal Revenue to give a n 
extension? It was due in June, wasn't it? 

Let me find out. 

You r eport tomorrow morning . 

Yes . 

I know when we had our conf erences they s ai d, •Just 
when t he bill goes t hrouch, we• 11 pay you this 
6J ml.lllon aollars . " .....-... ~ ·-

~hey told ce over in Revenue they expected it to come 
in the first ~eek in October . 

~ney tu:ta it in llctober; now it• s snoved forward to 
Dece1aber, for some reason or other . 

Will you (Magill) have a report on tha t t omorrow 
mornlng? 

I wil.l. 

76 

•ihile I 1 :ll on this tning - one reason I left certain 
people out, I want to be able t o talk freely - I naven•t 
bot the exact figures , but there i s enough stuff like 
Pure Oil ~<na - .:hat ' s the other one that bvcked up -
well , just completely wiped out the profit of these 
symlicutes for the l ast t v.'O years . Their entire 
capital is imp61red, with the exception of Morgan­
Stanley . Morgan- St anley i s the only one that ha sn' t 
got a commitment of any kind ; the only commitment 
they 've got is bonds of t he New York Fa ir; e verything 
else is cash . And we are back to wher e these people -
now for the f irst t ime there' s en e s timate of between 
60 und 7J million dollars that tnese under"riting houses 
have got, and there' s been enough that have gone sour 
thut they n~ve under~ritten tha t tneir entiro capita1, 
if they don' t sell toe:n, i s impair ed . But all t lle1r 
profit for t1YO year s is wiped out. Now, if Bethlehem 
Stell goes all r ight today

1 tomorrow comes Central 
Ne~t Yorl<, which is - I don t Know what, 40 million, 
sornettling like that ; Schoellkopf crowd, they have 11 
fi nancing t omorrow, &nd if that goes all right, then 
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next week they ' re going t o put on Consolidated 
GLs, SJ million. hOd the advice I asked hnd which 
I quote - as f ur as the Tre&sury was concerned, they 
said, as far tts any action that we t ake, i t i s very 
~portant as far LS tne capital market is concerned ; 
but tu•'Y can't see any r e&son wny at t t1is time .we 
shoul d go into toe market &nd dip out 50 million 
dollar s a week tha t we don ' t need, ana th~t Lny such 
tLLt ttl!. t tot t would hel p the capi tc.l mLrket is just 
cbildisb - just cnild ish; tney scy they never heard 
ol' such·an &r gument . .~<nd I•ve t &lked to some smart 
1'e.llo:1s the l ll s t couple dcys . I mean this i dea of 
t:.lti ng 50 ;:~illion. 

/md t neu t uey llear d - t hey sa i d , "l', e her.r tha t tb.ey •re 
trying to mr.ke you say t b.at you won ' t do anytb.ing from 
n:>w until tne 15tn of !.ltrch . Don• t you do any sucb. 
t hing . " You ' d be surprisea ~nere I got tnis aaVice 
from, too . 11 0on •t you say any such thing . You never 
have sa i d any such t hing . You never have borrowed 
uny money ~hen you don't ~eed it, and don' t do it now.• 
Tney saia , "Any i dea t na t you go in and t ake en extra 
50 mill ion aolla rs a week now, then you don't need it 
the 15th of December - it just piles it all up ont o 
~arch . You ao the way you•ve done all ulong . Just 
go along the way you ar e . And r.s f ar a s t he Treasury 
is concerned, t ha t ' s the least of our worries . " 

So thlit 1 s .~hat I 1:u going to do, see? So you two 
(Haas a nd Bell) get busy separ ately and give it to 
me tomorl'ow morning . L!y t hought is, it's just a 
question Rhether we should offer one more 9- months , 
What I don ' t want to do - let•s say we 1 re going to 
borrow 450 million into March - I don ' t want that 
thing to fall so there's going to be 450 Just come on 
the 15th of December - I mean so that in the middle 
or f inancing we have to offer a 90-day bill. I 1d 
.l i ke to have it so - figure we ' re going to take 
between f our and five hundred million dollars into 
tbe 15th of March - I ' d like to star t that so i t would 
get us through Cbnistmas, and we could start tbe 90-day 
stuff about t he first of January , see? I mean if we 
want to stop the tax bills - I mean I ' m wi l ling to stop 
t he 9-months, but I don' t want to start selling a tax 
bill into Karch so we ' re goi ng to sell between four 
and f i ve hundred mi llion dollars . I want it so it 
will end after Christmas . Then we can start t he 
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Bell: 

B.!i. Jr: 

Bell: 

H. J.I . J r: 

Bell : 

H.!l.Jr: 

Bell: 

H. li.Jr: 

Bell : 

B.K.Jr: 

Bell: 

I:I.!.! .Jr: 

Bell: 

B. lii . Jr: 
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90-dey stuff, say, on the f irst or January, or 
something - figure sometb1ng else, I don ' t know. 

You don' t want to start the 90-day bills prior to 
December f1nanc1ng . 

I ' d like to nave it so I could or couldn' t . 

You can on December l. 

Well , we co.n discuss it right now; it only takes a 
minute . 

You can start on October l J for your first tax bill 
into llarcb. 

You people don 1 t mind my doing tbis now. 

I•ve got some frie.nds up in New York llbo give me some 
hones t advice . 

It you start on the lJth - i s that what you suggest? 

Yes, sir. 

Tax bills. Tbst 1 s 1 , 2, J, • • •• 

In October . 

•• • 4, 5, 6, 7, 8, t hrough December- would be 400 
mi llion. 

That ' s right. That's enough. 

That ' s enough. 

Yes, sir. Now, on the 8th of December you would 
issue a 90-day bill . 

I see . I see. That sounds pretty good. 

And incidentally, George, these same people said 
that we ought to completely r efigure our r evenue; 
that t he fourth quar tdr, they say is going to be 
very bad . Now, I don ' t know bow ~ad you figured it. 
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Haas: 

B.M.Jr: 

Bell : 
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Bell: 

B. I& .Jr: 

Haas : 

H.M.Jr: 

Haas: 
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Haas: 
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Well , we 'd probably shock them, because we bad •••• 

Well, I ' d like to go over it, because they say the 
fourth quarter is going to be terrible . 

We ran it down so the index would get down to 106, 
and it is now - the last figure is 116. 

Well, the point they say - and this doesn ' t show 
up in statistics - is that the public utility company 
that last year spent 20 million dollars on improvements, 
t he year before spent 20 million dollars, they Just bad 
their executive committee meet~ "How much will we 
spend next year? Zero.n They say that's going on all 
over America. The Boards of Directors - they ' re not 
going to spend one dollar for next year until they 
know where they're at. 

Any reason for it - not spending? 

Uncertainty . 

Uncertainty. 

Uncertainty . 

I think it would be a smart idea to get some people -
you know, we bed these groups from these departments, 
different groups; well, they 're not much good, but I 
think we can get a group outside which might be very 
helpful to review Just what we've got - I mean after 
you might look it over yoursell' and see what you think 
of it . 

Well, I want to look at it . But I want to tell you -
I mean they say - now certainly there ' s no place that 
you can get companies to tell you what their budget 
for 138 is. No company is going to tell you that, are 
they? 

(Nods no) 

UntU they get out their annual report and all that 
kind of stuff. 

They don•t know yet . The automobile companies have 
tentative plans . 

Regraded Unclassified



B .11. Jr: 

Baas : 

B.AI. Jr: 

Haas: 

H. III .Jr: 

Haas : 

H. M.Jr: 

Haas : 

Bell : 

H. M. Jr: 

Haas : 

B.li.Jr: 

Bell: 

B. loi .Jr: 

-10-

No, I ' m not th1nk.ing of automobiles . 

The other ones, it 's ea.rly; they don't have to colllllli t 
t hemselves so early . 

80 

That ' s the point . But here we have, let's say, a 
public utility company , a couple of them, and they 
say , •Bow much do we spend? Well, we won't spend 
anythi.ng." General Electric says, •Gee I" Westinghouse 
says, •Gee• - it Just begins to roll - "if t hey 're not 
goi ng to get the orders, we better slow up . • 

The snowball can also turn very qu.ickly on that sort 
of t hing. It goes down very qu.ickly, but thei.r i deas 
can change very quickly under certain conditions. But 
I agree with you. I th.ink you ought to go over tbis. 

7/ell, what• s making them do it is their mental state. 

Yes, that's r.ight. And the stock market has got a 
lot to do with their mental state . 

Sure . 

Well, I think it ' s always difficult when a thing l ike 
th.is starts to know what the extent of i t i s going to 
be. 1.1)' guess would be that it wouldn ' t be that bad 
or anywhere near it. 

Lot of people feel that way about it. 

Yes, t hat ' s the thing. It ' s a mental conditi on . 
And certainly that fellow Roper sounding off all the 
time doesn ' t help any. 

Is there going to be a budget sUIIItJI8tion issued? 

I 1m going to insist on i t. 

You are? 

Yes, I want to get over any doubts , so ther e's one 
less doubt. I mean they' re estimating as h.igb as a 
billion dollar defici t - I don ' t mean the people I 
s aw, but the one th.is one man bad seen. There 's one 
man had it pretty close; he said 500 mill ion; he 

• 
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estimated 500 million, Now, another fellow - I mean 
you read the paper . Wny not get it out? Wbat1a the 
use of all thia? WIQ' not let them know? Wbat they 
don ' t know worries them much m~re than what they do 
know, Huh? 

llagill: Yes . 

B. li.Jr : 

Haas: 

H. Ll . Jr: 

Haas: 

H.II.Jr: 

Baas : 

H.ii.Jr: 

You know what the old saying is 1n Wall Street, that 
they never sell after bad news is out, or never sell 
stocks after bad news is out . Is that right? 

If we're going to issue that, then I think we ousht 
to review the whole thing again. 

I 1m going to insist on it. 
public is entitled to it. 

I think the American 
I'm going to insist on ii . 

This break occurred after we made these estimates . 
However, we were . .•• . . 

lYell , George, you 1ve talked before - get me up a 
list of people you'd like to have review it and I ' ll 
go over it with you. 

Fine. 

Yes. Well, we've stabilized the Government bond 
market. Now, if we can break this Jam on refunding 
and clean up their old stuff - that ' s what worries 
them so much, because these - all these houses are 
loaded up with stuff like Pure 011 which they can't 
dispose of. Now, they're going to try to sell their 
Bethlehem Steel today, which tbey•re loaded with, and 
if they can do that, they will most likely try to sell 
their Pure 011 . And they say tomorrow a new i ssue 
comes out - the Central New York, which is the Mew 
York power crowd . Then, if that goes, a week after 
80 million dollars Consolidated Gas. 

And I want to tell you something, The big boy around 
this town has Just got to be a little careful. But 
certainly from the President ' s speech- I mean don' t 
worry about the budget, and so forth . Have you (Bell) 
seen what he said? 
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i be budget r eference was parenthetical . 
a parenthetical phrase that he hoped the 
be balanced, and then went on to proaise 
dams; they don't go together • ery well. 

He said in 
budcet would 
all kinde of 

'Nell, look at this morning's Tribune. 

Anybody got anything cheerful, l ovely, happy? 

Like to have a press conference today? That would 
be cheerful. 

I don ' t see wby. -They'd ask you about budget, f rftbncing, and the 
French franc. 

Oh, let it go until Thursday. 

Let it go till Thursday, all right . 

Like to have some nice pictures taken for a new picture 
magazine by a $300-a-day photograph expert? 

Not today . 

Not today . 

What have you got, George? 

~bis table you asked for - the r eceipt side. 

What else? 

Nothing . 

I' ll find out when Kr. Jones i s coming in, so Dan and 
I can go to work. 

{To Kieley) Do you know when 11r . Jones is coaiDg? 

ll:30 . 

All right . 

That's all. I'd like Gast on and Bell to stay, 1t you 
would, please . 
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TREASURY DEPARTMENT 

INTUI OP'P'Ica COMMUNICATION 

DAn Oetober •• UIIT 

·-
SubJect: 

Seoretarr1Jnthau · 
l(r. Haa 

Report T e North China Proble111 , 
b7 Dr. Shuhai Hau. 

Th1s book is a survey ot Japane se incursions into 
North Ch1na s ines 1931 and i a baaed entirely on newspaper 
sources. It contains nothing original nor previ ously 
unknown. 

The one phase or the subject described in the book ot 
possibly special interest at th1s tiee is the reaction of 
the forei gn powers in 1931l- and 1935 to the Japanese IIOTBI into North Ch1na. 

On April 17, 1934, Japan stated: 

• . . Japan will oppose any attempt ot Oh1na 
to avail itself of the 1ntl uenos ot some other countr y 
with the idea or repelling Japan as this would 
Jeopardize the peace in East Alia . . . Japan expeote 
foreign nations . . . to realize that the undertaking 
of Joint operations, 1n regard to Ch1na, even if they 
be in regard to technical or financial assistance, 
must eventually attain political significance for 
Ch1na .•.. Japan, therefore, auet obJect to such 
undertakings as a matter ot principl e •• . 1 

(1) Ch1na1 s reaction. 

Ch1na replied on April 19, 1934, as follows; • .. Ho 
state has a right to olai a the exclusive responsibil i ty for 
maintaining international peace 1n any designated part of the world1 • 

The relation of Great Britain and the United States to the 
Japanese reaction to Great Britain ' s declaration to Japan• 

Regraded Unclassified



.. ' 

,o 
S.oretar7 Korgentbau - 2 -

(2 ) Great Britain. 

On April )0, Sir John Simon aade a etateaent in the 
House of Commons in which he reasserted Britain's adherence 

to the Nine Power Paot, but at the eame time held that the 

Japaneee statement was not intended t o infringe upon the 
common r i ghts of the other powere in China or upon China' s 

own rights. Mr. Hirota's conversations with Hie Uajeety ' e 
Ambassador to Tokio had conf i rmed hie i .nterpretat i ona. 

(3) United States. 

On Uay 1, 1934, ~- Cordell Hull i ssued a statement 
wi th r espect to the Japanese declaration in which he eaid 

among other t hings : •In the opinion ot t he American people 
and t he American Government , no nation can, without the 
assent of other nations concerned, rightfully endeavor to 
make conclusive its will in situat i ons in which are in­
volved the rights, obligations and legiti mate interests of 
t heir sovereign states. 

(4) Franue. 

84 

{:t On Kay 3, 19)4, the French Gover~ent i ssued a communi ca-

( 

tion in which it reaese~ted i ts adher ence to the Washington 

Pact and declared that t he principles and procedure laid 
down by the Paot contained •the only equitable and satis­

factor y solution of Chinese affaire• . 

(5) I t aly. 

The English •Ti mes• of June 2 quoted a eemi- ott1oiel 

statement f rom the Italian press to the effect that Italy 
•reels the neceee1ty of eay1ng with frankness ae is befit­

ting to a strong people t hat a policy of monopolizing China 

would be dangerous . .. . Japan, therefore, must have 
realized that t he world would not tolerate the 'Pax 
Ni pponi oa 1 and should not be alarmed i f China proceeds to 
organize her army, fleet and air f orces tor defensive pur­

poses. • 
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Reaction or Great Britain and United States to the promo­
tion or autonomy movements in North China by the Japanese: 

(1) Great Britain. 

On December 5, 1935, at the height or the Japanese at­
tempt to separate North China from the rest or China, 
Sir Samuel Hoare made a speech i n the House or Commons in 
which he mentioned that Great Britain sent Sir Frederick 
Leith-Roes to the Far Eaet on a mission or investigat i on. 
Recent ourrency changes in China had nothing to do wi t h h i e 
presence there . He also said that the British Ambassador at 
Tokio had made inquiries about t he autonomy movement or t he 
Japanese Government. The Japanese Government had r eplied 
that the autonomy movement was purely a Chinese movement 
which it was watching oloeely i n view of ita interests in 
North China , that any idea that Japan was planni ng any 
military intervention was entirely unfounded. He con­
cl uded by describing the situati on as obscure and trusted 
that the conversation bet ween the Chine se and Japanese 
Governments would result in an amicable settlement or any 
existing difficulties. 

(2) United States. 

On December 7, 1935, Mr . Cordell Hull i ssued the 
following statement: •There is going on in and with regard 
to North China, a political struggle which is unusual i n 
oharaoter and which may have serious effects .... the fact 
stands out that an effort i s being made and i s being 
resisted to bring about a substantial change in the cond i­
tion or several or China's northern provinces .. . . The 
unusual developments in any part of China are rightfully 
or necessari ly the concern or not only the Government and 
the people or China, but all of the powers having interests 
i n China. The Uni ted States is one of those powers. • 

(Copy of tni s memo is filed in ll1cholson folder 1n Confid. 
files - attached to LD 8/9/37 to Mr. Nicholson ack. book) 
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(nRS'l' DIW"'l') 

Octcbor 5, 1937 

lly dear Ur. Prealdent: 

This morning's newspapers cred1 t ;you w1 th aa;ying 

t hat you are thinking of calling a special session 

of Congress for the middle of November. Before ;you 

definitely decide upon this course , I a m very anxious 

to have an opp ortun1 ty to discuss it w1 t h you at some 

length. ~ant particule.rl;y to tal.lt to ;you about 

crop control and its effect on t he 1938-1939 budget 

and where it fits into our plan of National economy~ 
Du.ring your trip out ~~~ve been wo~:r 

hard on t be whole budge t A Usw e and I ~you will 

be interested i n having the ~-n·t't sf the information 

I have collected with the assistance of the Bureau of 

the Budget. 

'l'he regular Departments, this year, will spend ap-

proximately $3,241,000,000. You put down a tentati ve 

figure for next year of $3,000,000,000 . This ;rear 

Public 1Jorlts of all descriptions will cost approx1-

mately $886,000,000. Next year if Oongreas does 

not appropriate another dollar, we are obligated to 
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spend $695,000 ,000. 'l'hie doe~ not include an appro-

priation tor $190,000,000 tor good roade which the 

Secretary or Agriculture allocated to the Statee 

December, 1936 , but Congreu tailed to provide him 

with t he necessary funds . I naemuch ae thie ie a 

QOral obligation, it would be neceeeary to add to 

t he $695,000,000 another 1190,000,000, or a total 

or $885 ,000,000. This year we will spend out or 

t he Treasury tor Unemployment Relief and c.c.c. ap­

proximately $1 ,665,000,000. I! we should ask tor 

$l ,OOO,OOO, OOO tor Relief and $200,000,000 tor c . o. o. 

it would mean $1,20o ,ooo ,ooo tor those t wo purposes. 

Agricultural AdJustment this year will cost approx1-

cately $553,000,000 and I am not going to put down 

any figure tor next year until we haTe had our die-

cuosion. Social Security and miecellaneous iteoa 

come to another $913,000,000 tor this year, or a 

total or 1? ,180,000,000. Other items, including 

$200,000,000 tor Debt Retirement, brings the total 

exPenditure tor this year up to $7,445,000,000. 

You will see !rom the above figures that not al­

lowing tor any new appropr1at1one tor Public Works 

a~ without allowing one new dollar tor Orop Control 
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and not allowing one dollar tor Debt Retirement, 

we are obligated to spend, next year, a total ot 

$6 ,000 , 000,000. The bea teetimate we have at this 

tims, provided that the tax r a t es stay as they are, 

~ ~ •• wau l d illit e tn lot the ~ 1938-1939 

a,,raxtaa•e~ $?,~,000,000 • .. , . ·. .. . ~ ... .. 
I believe that you aDd I are equally determined 

not only to balance the Budget tor 1938-1939 , but 

also to retire a- reasonable amount oL,the ,Publ1o 
rl-1 \~ 

Debt . In ord~::._ to aooompl1ah th1~'\~ wlsh to take 

t his opportunity to point out to you~~l~ 

you obl1gat "' yourself to~~~ el(l' ~dollar t or 

19389- 1939 that it i s -.;
11

1mportah t that !Jr. Bell 

and I)fJJ.. ~~~~-~ into this situation 

wlth youAand examine i t with t he utmos t care. 

I am, ~h(:;;! ~ 

sa 

---., 
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Oc\ober II, 193'7 

liT dear llr. l'l'uldent 1 

89 

/I 

!hie •o~,ac' a newepapera o•att l .-. n1 'b al •sc 1A4loatiflt:, 

that 7ou are thlllkiDc ot oallift& a ~dal enaloD of Convu1 tor 

the middle of lfonmber. Beton 7011 definltel.T deolde upon tbh cour11, 

I • nr:r autou. to baYe an opport11111i7 to dlecoau 1t '111 th 7cna at 

eome length. I a ' p·=*'·'' er'J •a t·'h '' )&& allaat ••J 11 'Ml 

en4 1\a atleclt on tfte lili 1989 \illiaut I wbiti it tlta lata a.r 

, 111 c plau. 

llurlq TOUJ' trip out lut I ban been worldq n1'7 bard on 

the whol e bu4Cet 1ituat1on and I lcnow 7011 '11111 be inhruted 1D barlq 

the information I baYe collected 'll'itb tba aeeietance ot tba Bareaa 

o! tba Bndpt. 

'l'be recular acthitiu of the OoYerllHnt, tbi1 ;rear, '11111 

coet approziaatel.T $5,400,000,000, You put down a ten\at1YI !tear• 

for nel<t 71ar of $5,000,000,000, Tbh ;rear Publlc lork1 of all 

ducrtptiODI will COlt approxiaateJ.r $886,000,000, lfut 71aJ' 1f 

eo .... dou 110\ appropriate anotbar dollar, .. .,.. obliptad t o 

opend $695,000,000. !his doe1 110t incl"Gde u::r •o1111t to coYir tba 

balanoe of $1110,000,000 of tba apportiouent tor p4 roade aade b7 

tba S.cre\aJ'7 of Acrtculture \o tba ltatu 1D Dec•ber, ltJ6, tor 

which Convu1 d.14 not pronde tba lliOIIaiU"T tw>b. ~ a1 
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thh 1o a 110ral obllpUon U ..,.14 be .,.ceiMI'T to a44 to \he 

$695,000,000 tor l'llbUo lorlce u 10441Uollal utlaate4 npn41\ure 

ot $1?0,000, 000, or a totaL or $865,000,000 tor \be nazi !l.oal 7a&r· 
t/f''ll>h rear n rill ~"~ out ot the !reaftl'7 tor 11o.plo:raeot Belie! 

u4 c. c. c. approxiJiatelT $1,665,000,000. It " lhoul4 aalc t or 

$1,000,000,000 tor Bolle! an4 $200,000,000 tor C. c. C. tbe total 

90 

tor tbo11 two PIIJ'POIII tor 1938-1939 wol114 be $1,200,000,000. . 
4/-J,.qloultural .t.4Juet11ent thh 71ar rill ooet appro:o:laatelT k?II, OOO, OOC 

u4 "eft ,..ar, be-11 ot the ootton c-1\llent, 1117 be ae auoll u ~ ._., o:fe>.R ~ s li1t...IH1l . tTl), 

$65,000,000 •or'..1 prloclal Securlt7 M4 •hcellllleoua H•• - t o 
another $978,000,000 tor ihla 711r . Other lte•e, wlu4lJIC $200,000,000 
!or Debt lleUr-nt, brlJIC the total upen4Hure for ihla raar up to 
$7,446,000 ,000. 

You riU 111 fr08 the aboYe tlcur•• the\ not alloriJIC for ...,. 
new appropr1at1oDe t or Public Wort• rnl ut•l• t ·J'az1A& obi 411 dU1!sa 

for debt retlr ... nt ($11811,000, 000), .. are obllpted to ~D4, ~ 
1;' ~ 11ar, • total ot appro:o:taatelT $?,380,000,000, 'll>a bel~ elllaate" 

baYe at ihl1 tlle , proY1dA4 thlt the ta:o: ratee etar ae thar are, would 
/\£~ be thlt the 1938-1939 res·.an~. h be appro:o:laatelT .? ,100, 000,000. 

1D other worde, Oil ihe heah of preMDt -1-nte u4 to4q11 e:o:peot ... 
tlon of rennue tor the tlaoal 71ar 1938-1939 •• are Ulce to tall 

000,000 lbort of • t ..... 'bu4cet balance, l D.ClwliDC ellllc111C tiUI4 
requ1r-.ut.e. 
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I belt_.... \bat J'OU aD4 I are, de\eniu4 -~ .__ .J-
~c..Q.v.. ~ ~,., •• ··~ ........ ~~ 

..... d'_Jf-"~ tor 19ae-a•A •• aho 

{. .,, •• at tba MM1 JaiTtt. In orcler to ac~llab We, 1' -•• \A I · 
t o .. ut...-el.T .11lportut \bat beto ... J'OU o'bllpte 701U'Mlt to epell4 

M" 
aeyth1nc at al.J.,a441Uo..., to tile o-u .. nh alreiiQ ...... tor 

1938-1939 1011 &it~·(·vl 8114 ..... opportualt7 t o &0 1Ato thh 

t1tuat1on with 70 ~u4 exalne l t TOU'l'Mlt with tile utleoet care. 

I •, 
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October 5, 19.37 

My dear Mr. President: 

This morning' s newspapers indicate that you are 
thinking of calling a special session of Congress for 
the middle of November. Before you definitely decide 
upon t his course, I am very anxious to have an oppor­
tunity to di scuss it with you at some length. 

During your trip out West I have been working very 
hard on t he whole Budget situation and I lmow you will 
be interest ed in hnving the inf ormati on I have collected 
with the assistance of the Bureau of the Budget. 
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The r egular activities of the Government, this y ear, 
will cost approximately $5, 400, 000 000. You put down e 
tentative figure for next year of ,5, ooo, ooo, ooo . This 
year Public Wor ks of all descriptions will cost approxi­
matel y $886, 000, 000 . Next year if Congress does not 
appr opriate anot her dollar, we are obligated to spend 
$695, 000, 000. This does not include any amount to cover 
the balance of :,.190, 000, 000 of the apportioll1!lent for good 
r oads made by the Secretary of Agriculture to the States 
in December , 19.36, for which Congress did not provide the 
necessary f unds . Inasmuch a s t his ts a moral obligation 
it would be necessary to add to the ~695,000 , 000 f or Public 
Works an additional est imated expenditure of $170, ooo, OOO 
or a total of ~865 ,ooo,ooo for the next fiscal year. 

This year we wil l spend out of the Treasury for 
Unemploy~ent Relief and c. c. c. approximately $1, 665 , 000, 000. 
If we shoul d ask for $1 , 000, 000, 000 for Relief and $200,-
000, 000 for C. C. C. the total for those two purposes for 
1938 - 1939 would be $1 , 200, 000, 000. 

Agr icultural Ad just•ent, t hi s year , will cost approxi­
mately $475, 000, 000 and next year, because of the cot ton 
cocmitment , may be as much a s ~65,000, 000 more, or a 
t otal of $540, 000,000. 

Soci al Security and miscellaneous ite~s come to 
another $978, 000, 000 for t his year. Other items, in-
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eluding $200, 000, 000 for Debt Retirement, bring the total 
expenditure tor t his year up to $71 446, 000, 000. 

You will s ee from the above figures that not allowing 
for any new appr opriations for Public Works and including 
only the statutory sinking fund i tem for Debt Retirement cesss,ooo,ooo) we are obligated to spend, next year, 8 
total of approxima tely $7, 375 1 0001 000 . The best r evenue 
estimate we have at t his ~ime, provided that the tax r at es 
stay as they are, would be that the 1938 - 1939 receipts 
will be appr oximat ely $7, 1001 0001 000 . In other words . on 
the basis of present cogmi tmen ts and today 1s expectation 
of reven~e for the fiscel year 1938 - 1939 we are like!y 
to fall S275, 000 .000 s hort of a true Budget baJ.ance. in­
clyding sinking fund requirements. 

I believe that you and I are equally deter mined t o 
balance the Budget for 1938 - 1939, including a reasonable 
amount for Deb t Retirement . In order to accomplish t his , 
it seems to me extremely important that before you obligate 
yourself to spend anything at al l in addition to the com­
mitments already made for 1938 - 1939, you give Yr . Bell 
and me an opportunity t o go into thi s s ituation with you 
f ully and examine i t yourself with the utmost care, 

I am, 

Fa ithfUlly yours , 

The President , 

Hyde Park, New York. 
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COP! 

October 5, 1937 

My dear Mr. Preaidenta 

Thi s moroinc ' s newspapers indi cate that you are 
t hinkinc or csllinc a apecial s easion of Concreas tor 
the mi ddle of November. Befo~e you definitely decide 
upon t his course, I an very anxioua to have an oppor­
tunity to di seuse it with you at soae lencth. 

During your trip out Weat I have be.n workinc very 
h~rd on t he whole Budget aituation and I know you will 
be interested in having the 1Dtoraation I have col lected 
with the assistance of the Bureau of the Budcet . 

The regu~ar activities of the Governaent, t hla yM:r, 
will cost approxiaately &5,400, 00o1ooo . You put dowa a 
tentative figure for next year or 115, 000 ooo, ooo. Thi.a 
year Public Worka or all deacriptions wiii coat approx1-
e~ately t886,ooo, ooo. Hext year it Congreu doee not 
appropri at e another dollar, we are obligated t o spend 
~·69 510001000. This dou not incl ude any 11110unt to cover 
the balance or ~19o,ooo,ooo ot the apportionaent tor cood 
roads made by the Secretary or Acriculture to the Statal 
in December, 1936, f or which Concreu did not provide the 
necesaary f unds. Inasmuch us thia i s a ~oral obligation 
it would be necesaary to add t o the $695, 0001000 t or Public 
Works an additional eatiaated expenditure ot $17o, ooo, ooo 
or a total ot l 865, ooo, ooo t or the next fiscal year. 

This year we will spend out ot t he Treaaurr tor 
UneMployment Relief and c. C. c. approximately 111665, 000, 000. 
If we ahould oak ror $l,ooo, ooo, ooo ror Relief and 1200, ­
ooo, ooo for c. C. C. the total t or those two purpoaea for 
1938 - 1939 would be $1,200, 0001000. 

Agricu~tural AdJuata8Dt, t his year, will coat approxi­
mately 1475,0001000 and next year, becaute ot the cotton 
coamitaent, may be as much as $65, 000, 000 :ore, or a 
total ot $540 , 000, 000 . 

Social Sccuri ty a,nd nsiacellaneoua 1 t 8lll l come to 
anot her $978, 0001000 tor t hi s year. Otber it .. a, in-
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oludiD& •2ootooo,ooo tor Debt Ret1r .. en~1_br1Dc the total 
up•41ture ror tbU rear up to $7 ,446,ooo,ooo. 
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Iou will • •• troa the abo•• t1furea that QOt allow1Dc 
tor &A1 new appropriation• tor Pllbl o Worka aDd 1nclud1DC 
~ tbe atatutoey a1nk1ng tllDd 1t• tor Debt lleur .. ent 
(158~1000,000) •• are obl1cated to apea4LD~ r .. r, a 
total of approx1aatel7 .7,~75,000,000. The belt r e•eaue 
e~taate we ha•e at th1a Uae, pron4ed that the tax rattta 
llt~ as tbe;,- are, would be tbat tbe 19)1 - 1939 reoeipta 
will be appro:daatel;,- 17 

I belt••• that ;,-ou and I are equall;,- deter.1De4 to 
balance tile Budcet t or 19.38 - 1939, 1Ddud1JII a reu0Dab1e 
aaount !or Debt Ret1r .. ent. In order t o acco.pl1ab th11, 
it aeeaa t o ae extr .. aly 1mportan\ that before rou obl1cate 
you rae!! t o I pend •I~Tth1nc at all 1n add1 t1oo to the ooe­

mitaeots alre&41 aade t or 19)8 - 1939, rou c1•• l r . Bell 
and •• an opportunttr t o go into thia 11 tuatiOD 1t1th )'Oil 

ru117 and exaa1De it your ael! with ~he utao1t care. 

Pa1thtullr your•, 

! be Prelidct, 

ftJde Park, lew I ork. 
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COP! 

October 5, 19)7 

lJ dear Xr. Preaidenta 

Thia morning's newspapers indicate that r ou are 

t hi nki ng or callin~ a special aea1ion ~r Concr••• tor 

the a1ddle or l o·uaber. Before yoll def'initelJ' decide 

llpon t h11 collrae, I am ••r.r anxlOill to baYe an oppor­
tllD1ty to diaCilSI 1t with you at 1oae lenctb. 

Dllr1nc 7 011r trip out w .. t I baYe bee worll:inc ••'1'1 
bard on the whole Blldget 11tuation and I know 7 0 11 will 

be interested 1n h~Y1ng the inf'oraat~on I haYe oolleote4 

with ~.he ua11tance ot the Bureall ot the Blldcet. 

The r egular actiYit i ea or the OoYernaent, t h11 year, 

will coat approxiaately $5 ,400, ooo1ooo. Yoll pllt do .. a 

tentative figure t or next year ot vs,ooo ooo,ooo. thil 

year Public Work• of all de1cription1 wili ooat approx1-

aately $886,ooo,ooo. Hext year it Caner••• doet not 

appropri ate another dollar, we are oblicated t o lpeDd 

t\6951000, 000. Thi s doea not 1nclllde any e11ollDt to coYer 

the Dalance ot $190 1 0001000 ot the apport1ooaent tor cood 
roads aade by the Secretary or Acricul t llre t o the Statal 

in Daceaber, 1936, tor which Congre1a did not proYide the 

necesaary fllDda. I naaallch a a thi1 i s a moral obl1cation 

1t would be necesaary to add t o tbe 169510001 000 t or Public 

Worxa an additional e•timated expenditure of $17010001000 

or a total o~ ' 865, 000, 000 tor the next tiacal year. 

This year •• will s pend Ollt ot t he Trealllr'¥ tor 
Une~ployaent leliet and C. c. c. approxiaately $11 665,000,000. 

It we abollld nak tor $1,000, 0001 ()()(1 tor Reller and $200,-

000lOOO tor c. c. c. the total tor those two purpoaea for 

19Js - 19)9 would be $1,200, 0001000. 

Acr1cultllral AdJv.ata•t, t h1a year, will oo•t lpproxi­

aately $475,000, 000 and next year, becallae of the cotton 

cooaitaent, aaq be • • 1111cb • • ~s,ooo,ooo l20re, or a 
tot al or &540, 000, 000 . 

Social Scev.r i ty and ailoellaneoua i taa ooaa t o 

another 1978, 000, 000 t or t hil year. Other 1t..,, in· 
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olud1nf t200tooo,ooo tor Debt Ret1r .. ant, brlac tbe total 
a~d tura cor tbia 7•ar up to t7,446,ooo,ooo. 

You wlll '" tro. tbo abo•• t1fur .. that not allowlna 
tor 1111 n e11 appropr1at1ona tor Publ o Worlta aDd 1nclud1q 
~ tbe atatutoey 11nk1nl tlmd lta• tor Debt Retlr .. ct 
(t~a,,ooo,ooo) we are obl1aat ed to epeodL next 7 .. r, a 
total or approximatelJ t7t37~,ooo,ooo. The ~at r e•aau• 
ett i aate we haYe at tb11 1••• pro'llded tbat the tax ratel 
! tay a1 tbey are , would be tbat tbe 1938 - 1939 reoa1ptl 

~§~:~ 
I belieYe that you aDd I are tclUall.7 detaJ'IUDed to 

balance tba Budaet f or 1938 - 1939, 1nolud1na a reaaooable 
anount tor Debt Retira.ent. In order to acoo.plilh thia, 
it se~a t o •• extr .. el)' important tbat before 7 0 11 obl1aate 
yourselt' t o apend aeytb1ns at all 1n add1t101l to tba -
mitaenta a1raady aade t or 1938 - l 9J9, you r1•• •r. Bell 
and me an opportunit y t o go into thi a situation with you 
fully and examine 1t yourself with tbe ut.oat care. 

I am, 

Pa1thfully yours, 

The Prelident, 

!~de Par k, ... York. 
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ootober 5, 1gaa 

-c~ . 
Letter of th1• 4at • troa Je•e• Jone~an4 •ub•equent oorre•peadeaoe 

are all together and f iled unde r date of Ootober 28 , ~7. 
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RECONSmUCTION FINANCE CORPOBM'ION 
WASHINGTON 

Dear llr. I ckes! 

We now bold securities purcbaaed troa JOU 
totelin& $85, 600, 000. Allowing tor tbe net prelliua on tbe 
400-odd lldllioo beretofore sold, tbia leav81 our invest­
Mnt in tbese $85, 600, 000 at $74,600,000. 

In addition, "" beve cootracted to purcbaae 
tso,soo,ooo a t par and accrued interest and JOU bave &aU<I 
us to purcba .. t-45, 000,000 110n1 at par and accl"lled interest. 
Tbese purchases rl.ll bring our in•esteent to $200,400, 000. 

To enable y011 to e&rr7 Ollt your otbar c:0811it­
IIMinta tbat bave been approYed b7 tbe Preeideot, we rlll · 
purchase froa )'Oil at tbe price and on tba condi t iona herein­
after set out the approlti~~&telr 1 , 350 reu.in1ng iesuea ;you 
hold, aggregat in& $108,780,000, llstad in tbe schedule 
attached. 

Because ot the nature of ~ ot these issues 
and our inability to ascertain tba1r f&ir Mrket Yalue in 
tt.e to proYide you rl tb tunds necessary to aeet your ntquire­
Mnto, we rlll pay you 66-2/)1. of tbe1r par Yalue rltb the 
under atandin& tbat upon our ntqueot 7011 rlll substitute tor 
any issues we aq bold any otber issues you ban on band at 
tbe tt.e . 

Tbia purchase will giYe 7011 approxilll&telf 
$79,ooo,ooo, or eubstantiallJ aore tban tbe 158, 500,000 we 
are adrlaed 7011 will need to coaplete your approYed allot ­
•nt e .. 

In tbe M1e or ret1r-nt ot tba aecuritiaa 
purchased oo tbie baaie, tbe principftl U<NDt we raceiYS 1D 
excess ot or leee tban two-tbirds ot tba1r par Y&lue rlll ba 
treated in tba - Mnner as tbe profits and losses on 
securities heretotora purchased fro• rou under our agree­
aant or July 23, 1935. 
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fllle 1IU1 lin JGI tile IIOt priao1plll -t 

"recohe tor tile -ntt .. wl~t protU or JoN to u 

•• 1e prodded 1a av .1-.q 211, uu, "11"•• rt. 

Wo 1IU1 t.ab onr •ch ot 70V •taft to Mll"''loo 

tileao .-rlthe •• " aro eb1o to botll lien ud 1a tile tl.U, 

cbt.rllAI tile actlaal ooet ot aor'ri.c1Jic •d badl1ac tile a-n­

tie• to tbe reMrn •-t. 
VpaD co.plet1ca ot tileeo parobaaoa, " 1l1ll ban 

acqairo4 rr. JW tT&T,zez,nT.u per n.1ao 1a -ntt .. , 
f'l7 ,ooz,ue.ea ot tob!.oh we 11aw oold at a .. t »* ,_ ot 

ll2,08'1,1188.i7, ad we wUl. ba.,. CD 11.-4 t&201 2e0,112T.72 wltll 

aaot 1a.,.ataet ot tl!S&,OIIT,IIIT.oe. 

Cbairua 

lloDorablo llarold L. lcltoe, .t.da1ahtrator 

Foderel l!la..,_q ,.,.,., atrat1Cil ot l'llbllc lloma 

laab1act-, D. c. 

Appro-wed: 

**'a' et.reter 
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Visit or Dr. Goerdeler, or Germany, and Kr . ' Bronieoh 
(a friend or his in the United States) to Secr etary 
Morgenthau on October 5, 1937. The interview wae 
arranged by Kr. Kessersmith or the ~tate Department. 

Present: Secretary Korgenthau, Dr. Goerdeler, 
Kr Broni ach and Kr. 1fh1te. 

Notes on interview: 

Dr . Goerdeler began by stating that he was here not 
as an off icial , but merely as a private i ndividual. 

He saiO it was hi s opinion that there must be freer 
t r ade t han now exists between Germany and other countries 
if t he German people were to have their standard or living 
i mproved. In order to reduce the obstacles to trade which 
now exist in Germany it was essential that Germany have a 
currency wh i ch would be stable and which could wln the 
confi dence or other countries. To have that kind or a 
currency two t hings were necessary: (a) a balanced public 
budget , and (b ) gold reserves to take care or the i mports 
which coul d not be paid for with exports. He hoped that 
when t he pr oper moment arrived Germany would secure the 
cooperation from other countries neoeesary to obtain both 
these requisites . He beli eved there was a possibility or 
cooperation be tween Ger many and the United States in the 
future -- "Not in t he i llliDediate future, but i n the dietant f uture•. 

I t would not be easy , he continued, tor Germany to 
change over f r om its present economy -- with its great 
emphasis on publ ic works -- to an economy characterized 
l>y more private enterprise. When tha tim& tor tlutt eh1tt 
occurs , Germany, he said, will need help. He hoped when 
that t ime arrived such help would be forthcom ing. He 
hoped that the error made by France (in the years before 
1932) in hesitating to give aid to Germany until it was 
t oo late would not be repeated by other countries. 

The Secretary renlied that he thought he understood 
what Dr. Goerdeler was saying but that he (Dr. Goerdeler) 
appeared to refer to possible developments in t he dim, 
di s t ant f ut ure. The Secretary wondered whether 
Dr. Goerdel er had socething more speci f i c and lese remote 
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V1s1t of Dr. Goerdeler - 2 -

1n mind. He i nt1mated that Dr. Goerdeler'• reaarke were somewhat too Yague t o constitute the baeie for considera­tion. Dr. Goerdeler auured the Secretary that be had 
nothing epeoi tic 1n aind and wae not referring to deYelop­ments whiob he expected in the Yery near tuture, but that he was disoueaing a ai tuation which he rel t would ariae some day. The Secretary replied t hat a great deal or 
water had to flow over t he dam before the queetion or aid or cooperati on to German:r would become one or practical consideration. •It ie largel:r 1n the hand• or the di plomate•, he said. Dr . Goerdeler replied: •Yee, Ieee that very clearly and I agree. But I wanted to talk to you while I was here so you could get aome idea or the kind of cooperation wh ich German:r may need in the fUture.• The Secretary remarked that the Treasury, when it waa 
desirable to take action and when advised by the State 
Department that certain actiona were called for, could always act quickly and that there was, therefore, hardly 
any need ror ccnsidering developments not ye t on the hor i :r.on . 

Dr. Goerdeler sai d it was hi s understanding that the United Stat es would make trade agreements only with those countries which had large gold res erves. The Secretary assured him t hat wae not so. 

109 

The Secretary stated that for obvi ous reason• he leaned oYer backward in hie considerati on or German matters that came before the Treasury and that, therefore, t he 
German side or any problem coming before t he Treaaury had always received t reatment which was possibl;r more generous than the merits or the case frequently warranted. He 
added that JAr . Taylor uauall:r eaw all the people who cue from Germany but that he was a bsent now . He anured Dr. Goerdel er t hat we were alway• ready to do sYer;rthing possible to promote good relatione with foreign countries. 

Dr. Goerdel er said he would l ike to aake certain that he understood t he sterili:r.ation process or gold. The 
Secretary suggested that if he had an:r technical queetione which be wanted to dieouss and if be wished to take the time, Hr. White would be glad to supply auob statistical and technical information aa he would like to haYe. 

(Dr. Goerdeler and JAr. Broniech adjourned to Kr. White ' s office. There Dr. Goerdeler went oYer muob 
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Visit or Dr. Ooerdeler - 3 -

the same ground that be ooYered in the 8eoretary1 a office. 
He gaYe h1a Yaraion or the W&7 in wb1oh the aterili&ation 
prooeae operated to find out if he was right in h1a under­
standing. The onlr additional bit or inroraati on he Yol­
unteered waa that he felt fa1rl7 certain that sooner or 
l ater •reason• would preYail in Ge~an7 with respect to 
control oYer trade, but could not, he aaid, gin anr 
definite eYidenoe or anr imminent change in policr aside 
f rom the tact that the innumerable restrictions to which 
t he business man ia aubJeot , both in h1s internal and 
external trade, were proving to be a tremendous obstacle 
to the promotion or business. He also added that be be­
l ieYed if Germany were able to get about a billion aarka 
in long-term credit or in gold they would be able to 
greatl7 reduce t heir restrictions on 1mporta and thereb7 
greatly 1noreaee t heir trade.) 
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nau ot Dr. Ooel'4oler, ot 0.1'11&117, and llr. Brea1aoh 

(a tr1ond ot hh 1n the Unltld stat .. ) to leoretaPJ 

llorsoaUwa OA Ooto'ber 5, 19J7. !be 1nten1ew waa 

arranaec!. b7 liP. •••••realth ot the state Depart.ent . 

Prnontl a.oretUT llorcenthau , Dr. Ooel'4oler, 
liP Bronleoh and llr. Whlte . 

Jlotel on lntorylf!l 

Dr . Ooe1'4eler bo&an bf etaUftl that be wae hire aot 

aa an otrlolal , but aerelr ae a pri•ate 1n41Y14ual . 

He aa1d 1t wu hh op1n1on that there ••t 'be freer 

trade than now ox1ata between Geraanr an4 other ooantrlea 

1t the German people were to ha•• thllr atan4al'4 or U•lal 

lllprond. In ol'4er to re4uoe tho obetaolea to t~ whloh 

now IX11t ln GIPaan.J it wal Ullnt lal that Ger.aDT beYI a 

ourrenor wh1oh would be atabll and whloh ooul.4 wla tbl 

oonr14onoe or other oountrlu. To haYe that lt1a4 ot a 

ourrenor two thlnga were neoellaPJI (a) a baluoed publlo 

b\lc!.get, and (b) gold re11n11 to talte oare ot the lllporta 

wh1oh oould not be paid tor with exporta . Be boped that 

when the proper -•nt arr1Yed Geraanr would IIOUPO tbl 

oooperat1on rroa other oountrhe neoellllP)' to obta1n both 

tbeae requ1a1tee . He belleYed there waa a poaalb111tr ot 

oooperat1on between Geraanr and the Un1tl4 8tatea 1a thl 

t\lt\IPO -- 1 Jiot 1ft the laaed1ate tuture, but 1n thl 41atut 

t\lture•. 

It would not be eaer, hi oontlnued, tor Ger.anr to 

•han&• oYer rroa ita preaant eoonoar - with 1h &PO-' 

eaphaela on publ lo worlta - to an eoono• r oharaoter1aed 

b7 aore pr1Yate enterprhe . lbln the tlae tor that ahltt 

oooure , Ger.an7, hi aa1d, wlll need help . Be boped when 

tbet t1ae arrhec!. auoh help wollld be rorthooalnc. Ill 

bopec!. that thl error u4e b7 rranoe (1n the r•ara before 

19J2) 1n hea1tat1ng to gl•• a1d to Ger.anr untll lt wee 

too late would not be repeated bf other oountrha. 

The BeoretllP)' replied that hi tbought he un4eretoo4 

what Dr. Ooe1'4eler wae •arlJic but that be ( Dr. Ooel'4elor) 

appeared to rater to po11lble diYilopaenta 1ft tbl d1a, 

41a.tant ruture. 'l'ho 8eoretllP)' wondered -.bethel' 

Dr. Ooe1'4eler ha4 aoaoth1nc aore apeoltlo and 11 .. re•te 

111 
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YUU of Dr. Goel'&eler • 2 • 

111 a1J14. Bo laUaah& tbat Dr. Oool'&elor'• .... no"" 
1 oaewbat too ..... to ooaatlt•t• tbo baolo for ooaol .. .._ 
t1oa. Dr. Oool'lolor uoUN& tbo leoNtU7 tbat lao boa 
aotblag apoolflo 1a a1a4 aa4 wao 110t NfonlJic to 4rle1ope 
•nto whioh lao oxpooto4 1JI tlao YOJT aaar flat11N1 'IMI1: tbat 
be ••• dloouoolng a oltuatloa whioh lao tolt w0Ql4 arloo 
10110 d.aJ. Tho 8oontU7 ropllo4 tbat a P"O•t 4eal of 
water ba4 to flow o•or tho 4aa boforo tho quuUoa of a14 
or oooporatlon to Ooraaa7 woal4 boooao oao of praotloal 
oonlldoraUon. •It 11 lahol7 1JI tlao banda of tho 
4lpl-h' , hi oa14. Dr. iJoor4olor ropllo41 •Yoo, I ••• 
that YOJ'1 olearl7 and I 111'0•. But I wanto4 to talk to 
7011 while I wao boro oo 7011 oolll4 rot aoao l4oa of tbo 
Und of oooporaUon whloh Ool'aal\7 11&7 aoo4 111 tlao tlat.n. • 

·= tao ••oro tal')' roaarltod that tho fna8UI')', whoa 11: wao 
doolrablf to tate aotloa and whon a4•1ao4 b7 tho ltato 
Dopartaent that oortaln aotlono woro oallo4 tor, ooal4 
alwl)'l aot qulokl7 and that thoi'O wao, thorotoro, baN17 
any nood tor oono1dorlng 4oYolopaonto not 70t on tho 
hor11on. 

Dr. Ooor4olor oald 1t waa h11 .adorotandlna tbat tho 
United ltatoo would aalto tra4o arrooaonto onl7 wlth thooo 
ooantrlea whioh ha4 101'11 pld rooorno. fho loontll')' 
aoourod hla that wao not oo . 

'!'hi loorotll')' ltato4 that tor obYloua roaooao lao 
leaned o•or baokwar4 1n hlo oonoldoratloa of Ooraaa aattoro 
that ouo boforo tho froallll'7 an4 that, thorotoro, tho 
Gel'man 114o of 1ft)' problM 00111nc boforo tho froaoal')' ba4 
alwl)'o rooo1Yo4 troat .. nt whioh wao pooolbl7 aon conorouo · 
than tho aorlto of tho oaeo tnquontl)' warraato4. lie 
..sdo4 that IU'. !&)'lor aouall7 oaw all the people wlao oaao 
froa Oorau)' but that ho wao abaoat DOW. Bo aonro4 
Dr. Ooordolor tbat •• woro alWAJI roa4)' to 4o OYOJT'blJic 
poeolblo to pro.oto rood rolatloao With torol .. ooaatrloo. 

DJ' , Oool'f.olor oald hi woa14 lllto to aalto oorta1JI tbat 
he undorotoo4 tho otorllllaUoa prooooo of rold. t'bo 
Beorotll')' ougsoohd that lf ho bad 1111 toohllloal quooUono 
whioh bo wanted to dllouoo an4 lf hi w1oho4 to talto tile 
tlao, Xr. Whlto would bo gla4 to ouppl7 ouoh otatlotloal 
and toohnloal lntoraatlon ao ho would lllte to hi••· 

(Dr. Ooor4olor and Mr. Bronlooh a4Jolll'fto4 to 
XI' . Whlto'o oftloo. !bon Dr. Ooordolor wont oYOI' •oh 

-
l12 
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U11 .... J:' , tllat M .. .., ... ill tM lea&tUJ1e lftlee, 
11 ...,. e ....s. et tM .., Ia wlal.ela .. ner&Uaatlea 
pi'OMII .,. .. , ... ,. tW ... lt M .. npt ill lilh ,, ... 
n..u... file e.17 IIIIU.U.-.1 'lilt et iat.,_tiea M .. 1. 
•'""' wu taaa• bl feU talrlJ .... ,,. ••• ••••• • l ater •reee•• ....,_, ,....U la......, wUia .. .,._. te 
_,1'01 o.,.r , .... , ""' ...U Mt, M ..U, p .. _, ut1111h nlte ... ef.., ••t••• ..._. Ia ,.u., uue 
fi'Oe 'be fee• 'lae' 'be lM&IN)le .. efrt.eUoee te wlal.eb 
t be bulaeee .. le eubJeot , bo'la 1a b1e le'el'aftl u1 
enel'llftl. ,.._., , "" prOYlJII ' ' be e •• 1 elltne ebe,eele t o 'be proNUoa ef blaelaeee . • alee eMe4 ,., M be-
11net lf Geraan:r were able 'e P' •"-' a 'IIU11ea ..,.., 
1A l oac-hn ereti' or 111 piA tlla;r ....,_, be Pille te 
CJ'I&tlJ' 1'141111 tbelr ree•rt.nloae ea laperte u1 ,....,..., 
peeU:r laoreue 'belr , ...... ) 
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Jmi)UliDOII o:r !'II D.U 1 a ADnTI'PID 

Oc\ober 5, 1937 

'fo 1 '.I'M Secret&l7 

7rom: llr. lleci11 

1. llennue bill of 1938 

I ban coap1eted BD outline of rt:1 conclue1one aa \o the maJor 
foaturu of the propceecl. new lech1at1on; BDcl. han aalted lleeare . l!aae, 
~elter. and 0 1 Donnell \o prepare tha nectll&rT wpport1ac cl.ata in the 
form of e r eport 'lbich will be aYa1labl,e for u11 bat ore the Cc..t ttu 
and for publication if deeired. llellrt• lent and 'Parleau are pno­
parioc a 11111lar repOrt on the 1111 1aportant chaac•• 'lbich we hope 
to propo11. At ,-our c:onTanience I 110uld lib \o &O onr with ,..,.. the 
Ylr1owo DAJor quutione which ,-ou an4 I baTe oot ,-et cl.1ocwooecl.. 

2, Carriere tax•• 
I baYe a a11110randW11 froa the Ccaaiedoner tc the effect that 

col1ect1one of the taxee due under tho Carriere Taxing Act of 1937 
ban been del~ed pencl.1ng the coapletlon of recuJ.et1one an4 forae ; 
and that it h e>q)octod the firet collections will be aade during 
No•oabor. It 1• anticipated that the col1ect1one for tho f1ecal 71ar 
will llliiOunt to $151,000,000, aaeualng that the railroad. papcll ~roxi­
ca~ee $2 ,200,000,000. 

Shortly after t he Act waa pasted I d1ecuooed with t he Cc.-lae1oner 
t ho etepe t o be taken in putt1114 a i n\o effect and he usured 111 that 
collecUone would be proaptlT bet;un. I u at a 1o .. \o underotancl. 
wbJ the .Bureau baa not alread,y collect-.!. the back tueo due froa 
JMUar)' 1, 1937, \o cl.ate 1rreopectin of the p reperaU on of recul~ 
t1one and forae t o be uoed 1n the f uture. J.ttached hereto 1a a cop,-
of the IC4IDOrandUD 'lbich I han Juat .. nt the CcM1ao1oner on the aub­
Ject . To obn&te o1a1lar occurranc .. 1n the fUture, I han atk-.1. 
lb-. ll&aa and llr. :Bell to wpply •• with current 1nforaat1on recarcl.1ng 
the collect1one of the cl.1fferent tax•• in order t hat I 0&3 keep better 
track of t he :Bureau lo performance. 
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Copx for the Secretarz 

Oct ober 5, 1937 

hoa: llr. llec111 

Aa I t old TOU oYar t he phone, I was Wlpleaautl7 ourpriaed to 
loam t hat the ~eeu h&a not 7et baCQA to aake oollectlone or the 
back taxoo due under the Oarrlera ~a:d~ Act ot 1937. Prior to the 
pa .. a&e of thle Act repreeent atln a of t he carriere auured the 
Secret&r1 and ~elt t hat the P~?UDtl due troa J uuart 1, 1937, to 
the data ot paeaago wculd be pr o111pt17 pald without 11 Uptlon. It 
would aeea t o ae, t herefore, that theee &DOunta could &D4 ahould baYe 
been collected a t once eYen befor e reculat lone and toraa tor the 
tuture &4.111nlotra tlon ot t he Act had been prepared. llore<>Yer, •• 
the Act ... approYed Oil June 29, 1937, it would appear therefore that 
acre than eDOU&h U&e hao alapaed tor the p reparatioD or arq Dacau&rT 
tone &D4 recula t1oDO. 

I hope that ;you will proceed at oDCe t o talce t he nec11oary atepa 
to effect the oolleCitlon ot the a ounto alr~ due under tha Act; 
and aloo t o collect ourrentl7 tho amounte talll~ due thereafter. 

I wlob 7ou would aloo l DYeetlgata tho eauuo tor the 4elq lD 
arrectlng collectloDo; and r eport to ae at oDCe. 
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H.M.Jr: 

Operator: 

H.II.Jr: 
George 
Haas: 

H.M.Jr: 

H: 

H.II .Jr: 

H: 

H.II.Jr: 

H: 

H.at.Jr: 

H: 

H. II . Jr: 

H: 

H.li.Jr: 

H: 

H.M.Jr: 

H: 

H.II,Jr: 

H: 

Geol'ge 

Go ahead 

George 

Yee 

October &, 1937 
10 12. a.a. 

116 

For 138 and 139 it the tax eohedulee •tar approxiaately 
ae they are, what ie your eetiaate t or revenue, including 
Soo1al 8eour1ty. 

'38 and 1 39 

Yea - ti•oal year'38 and 139 - etart1ng Jul7 1, 1938. 

I don't have the t1gure right betore ae, but I - I k.now 
about what 1t 1e . 

What 1e 1t about 

It1 e about eeven billion one hundred a1llion, ae I 
recall. 

Seven one 

Yea 

Well 

I'll cheok that up, and 1t I ' • ott ver7 auch I ' ll eend 
70u 1n a el1p on the eame . 

Well 

Inolud1ng Social Seourit7 

Yea - huh- huh. 

I th1nlt that'• about llhat it ie. 

!'hank JOU , 

You' re welooae. 
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H.W.Jr: 

Operator: 

H.M.Jr: 

H. lt.Jr: 

II: 

H.M.Jr: 

II: 

H.at.Jr: 

li: 

H.li.Jr : 

AI: 

H.JA.Jr: 

II: 

H.II.Jr: 

II: 

H.M.Jr: 

U: 

H.AI .Jr: 

)(; 

H.K.Jr: 

li: 

H.II. Jr: 

Ill 

Hello 

Hello 

Hello, llr. Seoretal7· 

ll&dUon -

Yes, sir. 

Go ahead. 

October &, 19;57 . 
•:011 'P·•· 

What's the latest dope on that Bethlehem Steel i1111ue? 

On the Bethlehem Steel 

Yell 

It oloeed t wo pointe down. 

Huh-huh 

Below the ottering prioe. 

ll'ell, the answer- ther didn't eell aey. 

The underwriter• are ~er7 - ~err •uoh dieoouraged. 

Well, I should think the7 would be. 

Hello 

I 11111 I ehould think the7 would be • 

Yell - re• - juet went a1 bad ae e~er,.bod7 expected. 
In tact, a little worse. 

Well, I wonder how •uch the7 1 r11 etuck on that. 

I don't know- I don't know how •uch- I reall7 don't 
know. 

tlh- hub. All right. 

Had an awtul bad stock •rttet, 70u nctioe . 

Yee, bond .. rket wae all right. 

Yee. Our •arket held eurpri1ingl7 w11ll, didn't it? 
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H. ll.Jr : 

14: 

H.M.Jr: 

14: 

H.14.Jr: 

14: 

14: 

H.14.Jr: 

H.M.Jr: 

14: 

H.M.Jr: 

14: 

H.ll .J r: 

H. I4 .Jr: 

M: 

- 2 -

It oerta1nl1 414. 

I wae watching it like a haft, and yery IIUOh 
aeton1ahe4, -

Yes 

To see it hold eo well . 

Haye 10~ any orders lett tor ~• on bond? 

One a1llion, two h~dred on that FDIC. 

Uh-h~. 

And I'• going to watch it o1oeel1 in the aorning, 
because t here was eoae e1gn ot it eae1ng ott atter 
three o'clock at t he oute1de aarket . 

I see. 

Sol think it oan stand eo~e watching toaorrow. 

All rl,ght. 

The Street 1s the bluest I've seen 1t in a long t1ae . 

Well , I'• glad I'• t wo h~dred a1lee aW&J . 

lee, it's an awfuJ. blue pl ace , Mr. Secretary . 

Well, ooae down here and - we're all right. 

lee, I'll ooae down and get eoae cheer troa the -

Treaeur)' - R1ghto. 

All right. 
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H.II.Jr l 

Operator: 

H .li.Jr: 

0: 

Hello 

Oow'ber e, 1837. ••oe P·•· 

Jlr, Doughton 1e 111 a .. euns tor a halt hour. 

Uh-huh. Well rell1n4 H, I'll talk t o h1a toaori'OW 
aorn111g. 

All right. 
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'!'olD 
&al.tb: 

!l.!l.Jr: 

8: 

!l.li.Jr: 

8: 

!l.li.Jr: 

8: 

H.lt.Jr: 

8: 

H .u.Jr: 

8: 

H .I.!.J r: 

8; 

H.lt.Jr: 

9: 

H.li.Jr: 

8: 

H.U.Jr: 

8: 

Henrr 

Yee, To•· 

October &, 1~. 
<&120 P••· 

I can't eee &111 reaeon wh7 )'Oil ehould chan«• )'Our 

prBient e)'etem. 

Attaboy . You agree with eo.e Yer)', other- •o•e 

other eaart tellowe that I tallted to. 

120 

I 1 Ye talked to the men here, in our oommunity - without 

their - kind ot had an opportunit)' to tallt to t he• and 

as muoh I can - oonelderatlon I can gl.e it, I can ' t 

figure a111 reason wh7 you ehould do 1 t. 

It doeen't make eenee to •e, and I talked to two or 

three ot her ~t banltere, the)' all agree. 

Well, how are )'ou? 

Oh, I'• tine. The Treaeury ie all rlght. 

I ' ll be along there in about a month to ••7 hello. 

Do that, I mean -

Get out - I'a getting out ot ~ job, )'OU know, on the 

14th ot October. 

What do you aean? 

ABA 

Oh, )'ea . 

And then I'll haYe to - it's been pretty arduous 

Yee 

Then I'll haYe time to Yielt. I'd like to coae to 

Waehlngton, when I wouldn 1 t haYe to be running around 

working. 

All right, then giYe ae plenty ot notice, and )'Oil oan 

haYe lunoh or tupper with us. 

All right, I'll let )'OU know. 
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H.M.Jr: 

8: 

H.M.Jr: 

.- I -

Thank )'OU tor oall1ng. 

Ooodb)'e. 

Ooodb;re. 
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122 

RE FINANCING PROBLEMS October 6, 1937 
9:30 a .m. 

Present: 

H. IA.Jr: 

Seltzer: 

li .M. Jr : 

Haas : 

Seltzer : 

Bell : 

B.li.Jr: 

Bell: 

11r. Bell 
llr . Lochhead 
llr. Seltzer 
llr . !lass 
llr. Barris 
llr. Opb.am 

The Well Street J ournal has talked to somebody. 
He won't say who . •The proposal that the Trea sury 
substi t ute fiXed-interest, short-term certificates 
for all or part of its discount bill issues appeared 
to be meeting heavy opposition as Secretary llorgentbau 
prepared to discuss Government financing today With 
the Federal Reserve open market executive committee. 
Although tne Trea sury may have t o go into the money 
market shortly to borrow cash for gold ster ilization 
and some running expenses, present indications are 
that it will again offer double series of discount bills 
instead of trying some innovation.• 

Well , l'ther e is it getting heavy opposition trom? 

The New Yorlt banlts, I guess, end the Fed . 

No, when you read that - • pr oposal t hat Treasury 
substitute fixed- interes t, short-term certificates 
for all or part of its discount bill issues appeared 
to be meeting heavy opposition. • Where is the opposi­
tion coming from? 

Never discussed that . 

llentioned it once. 

Coming f rom • • •• 

I just wonder where the oppositi on is coming from. 

From the Federal Reserve Board. 

The other thing was, you see - where this may come 
from - they ' re always so anxious to get credit. They 
r aised t his whole ar gument yesterday at lunch again-
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so, boiling it all down - "'Nell , it 1 s your policy, 
isn ' t it, tha t you don ' t want the Feder al Reserve 
to go i n about the first or December ?• 

• That's r ight. • 

•And buy governments, and so distort the market. • 

So , taki ng the suggestion which you (Lochhead) gave 
me, I said, "Tha t ' s right, but is t here any law that 
the Federal Reserve couldn't start the first of 
llovember if they th.ink t hat they need thls th1ng. n 

And a smile broke right out on Goldenweiser• s face, 
end rlansom looked ver y serious, took the matter 
heav1ly under consideration. He said, "By God, you 
know, I don't suppose t hat we gave that any thought. 
That would be a month in advance. " 

Then Goldenweiser said, "You know, Mr . Chairman (or 
whatever you call him), I have always felt that the · 
Federal Reserve could act a little qu1cker and a 

123 

little sooner t hen it has." Then Goldenweiser said, 
"'1/ell, if we do that, I •m completely with the 
Secret ary . • He said , "\Ve haven ' t got a single argu­
ment agai nst him, because I don' t see why he should 
borrow in advance, I don't see why be s hould accumulate 
it . " He sa id, "That answers t he only argument we had.• 
Re said, "Now I'm completely with the Secretary. • 

~o Ransom said, "Well , we can take th.is under c areful 
consider ati on .• 

! s a i d, "Well, would you m1nd reporting to your boss 
what I said, do it this afternoon?" 

He said, •I want to tell you that Harrison and 
Burgess are coming down with new arguments, end they 
feel that the so-called Burgess plan (as I ca ll it) 
is more important than e ver.• 

So I sa1d, "Well, a t leas t you know where I s t and. " 

So maybe Goldenweiser again saw the reporters last 
n1gbt and again told them, you see . Hub? So I mean 
that ' s the point of =1 s tory. Wh1ch always gets down 
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Bell: 

li . ll . Jr: 

Seltzer: 

Bell : 

li . M. Jr: 

Bell: 

B. U. Jr: 

Upham: 

S.W.Jr: 

Upham: 

Bell: 

B. li.Jr: 

-3-

to the fact that if I want to keep a secret, talk 
it over only with the Treasury crowd - I mean to 
keep it secret. But Just as soon as we start talkine 
to S. E. C. or Federal Reserve, they always leak. Some­
body always leak.s. I know who. 

Now let•s have our own little executive meetins 
here first. How do we stand on money from now until 
the end of the year? Can we run without any new 
money from now until the l5ta? 

Yes, sir, I think we can. This new estimate indicates 
that we ' ll have a balance at t he end of October of 

~1Dillion. -Do it a little louder . You (Seltzer) can't hear, can 
you? 

Yes . 

And at the end of November we'll ha ve 489 million. 
That Will be the low. 

When? 

At the end of November, 489 million. And then that 
contemplates that we r a i se 700 mill ion dollar s in 
December, of which 450 million would be used to pay 
off t he Treasury bills ; gotns out of December with 
968 million. 

250 new money . 

(Upham comes in) 

Come in. 

Did you want me? 

Well , I asked for you. Sit down. 
hands? 

Can' t you shake 

(Shaking bands) Well, I'm not a good •••• 

Not a very good hand-shaker. 

flow far north did you g et? 
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Upham: 

a . li .Jr: 

Uphalll : 

a . li.Jr: 

Upham: 

a . JJ.Jr: 

Bell: 

B. I! .Jr: 

Bell: 

B. li.Jr: 

Bell: 

B. lt.Jr: 

-4-

liinneapolis and St . Paul . 

Your reports haven' t come i .n. 

Well., the)' should have. 

The lost I got was St . Louis . 

liinneopolis, St . Paul, Des lloines, Iowa Cit)' , and 
Chicago. But I haven't written Chicago; it was 
mostly the parade of the President . 

to 
Well , we'll listen/you. But you (Bell.) go ahead; 
do it again for C)' . Sa7 it again. 

At the end of October, we will have an e stilllated 
balance or 64l. million; at the end of November, the 
low point, we will have a balance of 489 million. 
Then, r ai sing 700 million of new moner in December, 
or which 450 would be used to pay off the ma turing 
Trea surr bills, it would leave us a balance going 
out or Uecember or 968 million. 

Do you want me to go on to ••••• 

Yes. 

•hen ln January we would start the June tax bills, 
raising 200 Mill ion in January and a hundred mil l ion 
in February. he would go out of January with a 
billion and 48 million. And then, on the f irst of 
February, we would pay off the 277 million maturing 
with cash, going out of February with 788 lllillion 
dollars . In March there would be no financing other 
than the r efunding of the 455 million Treasury notes 
and paying off of the 400 million dollars of maturing 
Treasury bills •. We would go' out of Karch with 806 
aillion dollars . 

No new money? 

No new money and no financing other than retundlng. 

No. In other words, to boil this thing down, )'OU 

figure that you need 250 Mil l ion dollars new money 
in December. 
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Bell: 

Seltzer: 

Bell: 

B. II . Jr: 

Bell: 

ll.AI.Jr: 

Bell: 

B. ?l.Jr: 

Bell: 

B. ll.Jr: 

Bell: 

B.ll. Jr: 

Bell: 

H.M.Jr: 

Bell: 

-5-

That ' s right. 

You mer ely use that to pay o~~ your February note 

maturity. 

Nell, we ' re raising 300 million of new money 1n 

January and February on bills , which is the same 

thi.ng. 

126 

But you could get along wi t hout tha t 250 in December 

if you wanted to. If it didn' t look so good in 

December, you wouldn't have to do that. You could 

refund those February • ••• 

On February l, tha t ' s r ight. 

So you could keep it down to 4 50 if you wanted to? 

Yes, sir, you could . 

Beautiful . 

Now, 1n hpril we would star t the September tax bills, 

ra i sing 200 million 1n April and a hundred million 

in llay. 

What's that? 

Start the September t ax bi lls t he first of April . 

Of course, this is going pretty far ahead . 

Yes. I wouldn't • • •• • 

All right . I thought I'd Just •••• 

Go ahead. 

~oing out of a pr il, a balance or 762 mil l ion; at the 

end of May, 721 million. In June, we would have no 

financing other than the r efunding of the 618 million 

dollars in bills and the paying ot t o~ the 300 ailli on 

dollars Treasury bills - I mean Treasury notes , 618 

million, and paying off the 30J milli on dollars or 

Tr ea sury bill s maturing, leaving us a balance of 679 

million dollars going into July . And then i n July 

again you would start your December tax bi lls . So 
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H.li . Jr: 

Bell: 

H.!l.Jr: 

Bell: 

!l.ll.Jr l 

Bell: 

H. ll . Jr: 

Bell: 

H. r.t . Jr: 

Bell: 

H. II! .Jr: 

127 

-6-

you could be ~n money al~ the t~e. 

The only way - in presenting it to those people, I 
wish you•d say, •We can do two t~ngs in December . 
We can either Just take 450 or 500 million dollars 
and f i gure that we will refund the February notes, 
or we can take 700 million and accumulate the money 
then at that time to pay them off. 

I thought I•d stop at Warch, or into February really. 

Yes. But I ' d put it that if things look all right 
«e can ask for 700 million a nd accumulate enough a t 
that t~e to t ake care of the February refunding, or 
we•ll simply ask for 500 million dollars and refund 
in February, see? 

Now, t~s plan contemplates no new bill issues until 
January, but the plan I have drawn up here contemplates 
issuing 90-day bills or March tax bills beginning October 
lJ. You spoke the other day that you might want that 
to go to December Jl. Well , that can be started Just 
that much later, if you want to do that . 

Bow do you mean? 

I understood you the other day that you might want to 
make no change t o the 90-day bill until after Chr~stmas. 

Yes; well, as I intended, 1f I started on the lJth of 
October the Verch 15 t ax bill, then I could r aise 450 
mill1on a.nd stop on December 1. 

No, 400 ~~ion and stop on December 1. 

400 million and stop on December 1, and then start 
December 1 the 90-day bills . 

On December 8 would be your first issue of 90-day 
bills . 

Well, the reason - then I'll g~ve everybody a chance 
to take a crack at me - wby I ' d r ather make the decision 
and the announcement that we ' re going to stop the 9-
months now and start the others is that there ' s been 
so much t~ about it and I want to remove the uncer­
tai.nty. I mean I don't think it ' s ~portent enough. 
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Bell : 

B. r.l . Jr: 

Seltzer: 

Bell: 

Seltzer: 

Bell : 

Selt zer: 

B. li .Jr: 

Bell: 

H.M. Jr: 

-7-

to keep saying, •Well, I don 't know what I 'm goi ng 
to do . • I t hink it's better to announce tomorr ow 
morning, "This is wnot I ' m going to do,• and that 
thing is out of the way . And then when these A.B .A. 
fellows meet , and they meet next week - "Well, what's 
Yorgenthau going to do; is he going to do one-year 
notes, t his or that?• - well, it ' s one less thing 
for them to chew over, which I think is important at 
this time. See, Dan? I mean I 1ve talked to these 
fellows , and I•m in complete disagreement with the 
Federal Reserve of New York on this thing, as you 
(Upham) will hear . And I think wby not just remove 
one uncertainty - •This is our program• - and start 
on the March 15 tax bills . 

Well, I see no objection t o t ha t at all . 

1/ell, if I want to - I may want to raise 500 million 
dollars - I c an r a ise 500 mi l l ion and stop it, or I 
can stop on the first of December and ~art the 90-day 
bills. 

Of course, if you let it run into December, when 
you ' re going t o do a financing - well , t hat ' s all 
right ••• • 

Yes. 

• • •• unless you're going t o double up new issues. 

This is no t new money, Larry, so I don't see that 
it is of any harm t o your December financing. 
Doesn't do any harm other than you have bad her eto­
f ore; always have had a roll-over during your financing 
period. 

All right. If you' re rolling over it ' s all right. 

Now, you fellows argue about it . Ylho doesn ' t like 
this plan? 

I have two plans . The other one is the so-called 
Burgess plan. 

I ' m not interested. I mean if I - I mean if these 
boys want to bear it, all right. 
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Well, somebody ought to take the part of the 
Philistines in this matter and point out that this 
does, after all, tell the aarket, •Iou•ve got to 
avoid refundings and other financings in December 
because the Treasury is going to come in the market 
for money; better wait until the Treasury gets out 
of the way . • 

No, now listen- let's argue back end forth. After 
three )Cears we have educated these people that we 're 
going to do this thing quarterly . Now, to show you 
that they ' re not all jackasses up in the Street, Mr. 
Rentschler had his Government bond man figure, and 
they figured that the first quarter the deficit was 
about 270 m.illion dollars; they figured the second 
quarter of the fiscal year it would be about 250. 
So they figured we ' d need about 250 million dollars 
some time and they figured we'd do it on December 15 . 
That ' s what his people told him before I saw him. 
That ' s as close as they hit; they figured we ' d need 
about 250 million dollars. 

Now they said tha t as far as they ' re concerned they ' re 
all for that thing, and if they simply know what we•re 
going to do and if from now until the 15th we are out, 
they can get these thi.ngs off their books right now, 
which is worrying them - not the 15th. I mean that 
to them is a lifetime away . What they ' re worrying 
about is Pure 011 and Bethlehem Steel. 

l.nd today, much to my surprise, they postponed 
Central New York, of Morgan-Stanley, which was 
scheduled to be offered today. That was not offered 
today . Is that right? 

That ' s right. Two offerings came out today, though. 

Yes, but the big •••• 

The Idaho Power Company, with 18 million- that's 
going fairly well. 

But the Morgan-Stanley people, the only crowd with 
no coamitments, clean as a whistle, postponed the 
Central New York - how much was that, 40 million or 
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45 million - and the other one they 1 ve got, which 
is the Associated Gas, which is 80 million. Now, 
they ' re not worrying at all about the 15th of 
December. What they ' re worrying about is the next 
two weeks. See what I mean? 
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And they 've told me that a s far as they ' re concerned, 
it doesn't make a damn bit of difference. That isn't 
their worry; now, we can or can not and it won•t affect 
the capital markets one iota; and that this talk the 
Federal ha s given me is just the bunk, see, and they're 
all geared and expect the Treasury to take its new money 
quartarly. 

lr.5w1 wtil~ we•re saying to the market is that we do 
not need any new money between now and the 15th, 
and t hey ' ve got October and November to do any 
ficancing they want a nd to sell the stuff which 
t hey've got . How big is that Pure Oil? 

40- some million; 45 I believe it is. 

There's 45, a nd Bethlehem Steel is another 45 . 
i here's 90 million that these same - are they in 
the same underwriters? 

Some of them are. 

They are interlocking underwriters. 

Look it up for me . Get me the two - no, not now, 
l ater on - who's in the syndicate of Pure Oil and 
who ' s in the syndicate of Bethlehem Steel, and how 
much on the two issues. How, nobody bought Bethlehem 
Steel yesterday , because you could b~ it two points 
less than the offering - it was off. 

Larry, , I •ve been all through this; I 've t alked to 
some of the most important men that make their money 
by it. 

There is this , t hough. Bethlehem Steel and the Pure 
Oil, these other sticky issues, have a different 
segment of the market . It ' s a different segment, I 
mean, not only as regards speculative versus invest­
ment funds, but bills will go into the hands of banka; 
investors may think that in December you're going to 
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issue some longer-term stuff that would be good 
for them; hence, they may lay off corporate long­
term stuff. 

Which plan are you arguing for , the Burgess plan? 

I 'm giving some considerations in favor or the 
Burgess plan. 

Stating the other side, which is all right. 
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Again, if I may ask you - quoting from Dr. Goldenweiser 
on this thing, that if we take an extra 50 - he put it 
tnis way. He said, "You can not have any watertight 
compartments when you borrow money . Whether it ' s 
here or there - there are no watertight compartments, 
and of course i t affects the capital markets." Now, 
t hat ' s quoting Goldenweiser. He says, "You can' t go 
to the well and if you've got three segments say, ' I ' m 
going to t ake it from one and the thing doesn ' t seek 
its own levels.'" 

Larry, I•ve been all over this thing, and I very 
seldom say before a meeting that I've made up my 
mind, but this time I have made up my mind . Now, 
you very s eldom have heard me say that, have you? 

That ' s qui te right. 

I mean I very seldom say, but after all I've bad one 
week, I've consulted some or the smartest fellows in 
the business, who make their living a t it, and there 
isn't a one that says to me, "Kr . Korgentbau, if you 
s t art accumulating your new money, it will burt the 

1 capital market." They Just laugb at me; they think 
I'm crazy. See? 

Larry - on, go ahead. 

No, let me stop and you fellows argue for five or 
ten minutes and I 111 listen, because I 'm so full of 
this and I'm so sure I'm rigbt that it's hard for me 
t o listen, so I 111 l e t you fellows argue amongst 
yourselves. 

Larry, isn't it the usual tbing for the capital market 
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to be pretty dead in December from the standpoint 
of commercial stuff? 

Yes. 

Well, tha t seems to me to answer their argument . 
It seems to me that October and November ••• 
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Well, it isn• t llecember . You make your announcement 
around the second of December, something like that; 
they ' re waiting for it a couple weeks prior to that, 
so you kill half of November too. 

In so far as it does kill it. 

Yes, in so f er a s it does kill it . 

The market realizes that wha tever new money we ' re 
going to take in December is going to be a compara­
tively limited amount; it ' s not a question of borrowing 
a billion dollars in new money - something of the way 
we had before . The market knows that at the utmost 
we 1 l l take maybe 250 million new money. 

l<hat you (Seltzer) say is true before every financing. 

Surel y . 

llr . Bell, one program is not so clear in my !lUnd. 
If you have a 700 mill ion dollar financing in 
December , you won't start t he tax bills now, is 
tha t it? 

Will not what? 

You' 11 start the tax bills, sure . 

If you take the 700 mil l ion? 

Sure, but you won't have any others. 

There will be the tax bill s , but it wonit be new 
money; it will be a rolling over of the maturing 
issues. 

And then you•re r a ising ?OJ million in. December . 
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700 million in December , but 450 million will be 
used to pay ott maturing Treasury bills . 

What wi ll you use the tax money for? 

'l.'be tax money will be used to pay ott maturing 
bills weekly. 

Discontinue the 9-months. 

Ob, I see. I t hought you were going to continue 
t hem. 
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No, no, no. The pr oposal is - Dr . Burgess wants us 
to borrow, beginning now, a hundred million a week; 
we only want to borrow 50 . 

I ' m not so much for disco~tinuing the roll-over ot 
the 273-day bills . I can t see the particular 
advantage in that . I mean why not roll them over 
into more 273-day bills and Just not have any tax 
bills to fool wi th in Kerch, or raise your 400 
million now with tax bills and only have a 250 
million dollar financing in December; or Just let 
December go altogether and let February take care 
of itself and Just say to the market, •There will 
be no ~ecember financing . " 

Hell, we've got to have s ome money in December to 
pay off the maturing Treasury bills. 

Well , raise it with tax bills, along with 273-day 
bills . 

That's Burgess ' s plan. 

That's the Burgess plan. 

Well yes, it is. 

Burgess plan - r aise your money now and have no 
financing in December . 

Well, speaking of their bill-buying program, it is 
likely that they will approach December 15 with at 
least 500 million dollars of excess reserves . It's 
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running over a billion now. And i f that' s the case, 
it certainly wi ll not be necessary for them to make 
any purchases in the market , as I see it, with 500 
mi llion dollars of excess reserves in the market . 

Well, Goldenweiser believed - he said the demands 
for currency are aot up to expectations, so he says 
that he greatly questionsWhether they ' ll have to buy 
any bills. He says the demands for currency are not 
up to expectations . 

Well, the minimum should be 500 million dollars by 
December 15, I think. 

A business recession s aved them. 

Well , the way it looks now - he won ' t underwrite it, 
but G?ldenweiser greatly questioned whether t hey 
haven t got enough excess reserves the way it is 
now. 

I think so , certainly . 

The real consideration I had in mind was this . Your 
bills would go into the hands of banks that right 
now have a lot of e xcess reserves. If you don' t 
issue these extra bills end you're going to look to 
a December financing , t he market might a nticipate a 
longer-term financing, a longer-term security which 
will not go into the hands of banks - there will be 
some banks t ake them temporarily and sell something 
else - so that the longer-term financing would sub­
stitute for corporate issues that might be taken by 
the same type of investors, wherea s the bills don ' t 
displace that type of funds . That ' s what I had in 
mind . It isn' t a matter of the amount of new money; 
it ' s essentially the character of the financing . 

But our Trea sury notes haven ' t displaced any corporate 
money ln the past few year s . 

No, but of course we haven ' t made a commitment that 
1t would be Treasury notes - that is, this December 
financing . 

Well, mos t anybody looking at the present market 
would say so. 
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If you s aid that your December financing would be 
a note or certificate issue, that would help a 
lot so far as this particular point is concerDed . 

That would be reducing t he amount of bills outstand­
ing and adding to t he notes. 

I don' t urge that this i s a decisive consider ation . 
I just thought it ought to be aired, tha t ' s all. 

Oh yes . 

That' s the purpose of the meeting. That's the 
purpose of the meeting. But I can't - I •ve had a 
week on it now and I can't see •••• • 

We argued this whole thing out. Larry doesn't feel 
this very strongly . 

Larry's jus t t aking the opposite side. 

It ' s good, and you ' ll have - hear t he opposite side 
when Dr . Burgess comes in. 

Oh, he called me on the phone a few days ago and 
asked that we look over t his questi on you r a i s ed 
about the debt going over 37. 

~es . 

And asked if we had figured it out . And Larry made 
some approximati ons. 

'Nell , under Danny 1 s proposal, the debt won 1 t go 
over 37 billion except on the l~th of December . 

~es it will. I've got the debt here by months . 
On September J01 it was $36, 87~ 1 000, 000 . On October 
Jl, i t will be •J6,969, 000, 000 . On November JO, 
it will be $37, 059,000, 000 . 

Oh. 

And on December 31 , $37,405, 000, 000 . You've got 
specia l obligati ons coming in there of 105 mill i on 
dollars at the end of November , and 2~ million a 
month of your savings bonds, which will run it up, 
you see . 
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I see. 

That ' s Debt Plan One . 

We won ' t use that argument . 

You used it before . They ' re trying to get prepar ed 
for it. 

I guess on that particular tblng we were doing 
yesterday we fixed up our arguments. What? 

(Laughs) 

Wha;r-would be the particular advantage in rolli ng 
over our 273- day bills now into tax date bi lls? 
Only g ive us a bigger problem next .!larch . I don 1 t 
see any particular advantage to be gained by the 
Treasury from it. 

What would you d o, make a March concentration by 
retiring 450, say , or March notes out of cash i n 
14arch? 

No, continue to roll over your 273-day bills now 
and on December 15 have your 700 million dollar 
financing. 

How would you take care of your .!larch money 
market? You' d have all that money coming into 
t he Treasury out of the market in the form of 
tax receipts, wnich wouldn' t be us ed . The money 
market .• . • 

Have to retire out of ~ash part of tne note 
maturity in March to help the money market out 
there. 

I tnink you•ve got to take care of that either 
by putting bills in there or retiring the note 
i ssue out of cash. 

Well, why not raise your cash now? 

Well , that would be the Burgess plan . 
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I hate to see the 273-day bills stopped. I like 
them; I think they are an advantage to the Treasury. 

But the marke t doesn' t . 

I think what the Secretary is trying t o do is 
accommoda te the market. 

Tax bills will be five and a half months ; there ' s 
no demand in the market for bills around six months. 
'!'he d emand is definitely for 90-day bills 1 if you 
want e good demand. 

I checked the market yesterday, and the only reason 
they can give for the increase in bill rates - your 
short-term market, your notes, went up all during 
that week - was because they were slow moving l as t 
week. 

Well, another thing - we made them pay cash too, 

And the dealers - some of them still had some. 

Nell, the rea son I 1m getting out of the 273-days 
i s every time they g et together the Federal S!tS 
all hot and bothered about it, thet there's only -
t here ' s less than a dozen people buying 90 percent 
of them. 

That's true; it always has been t ha t way. 

Well, these .fellows can move the market one way 
against us; and everrbody says 1t1 s - the 9-months 
bill - it Just doesn t fit anybody 's portfolio. 
Now, they're crazy to get 90-dsy bills. The British 
Treasury has got four billion o.f them. 

l hat ' s all they have. 

What? 

That ' s all they have . 

Yes, and I•m looking t o raising working balances in 
the 90- day market - the 90-day bill market . 

Well, the r ate has been so attractive on it -doing 
financing at less than one-half of one percent. 
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True . 

And up until last week they bad no parti cular 
trouble in moving t hem. 

Oh, last SUilllller there was a time when they wer e 
terrible. 

Well, we were doing a hundred million dol lars a 
week then. 

Of course, I don' t f eel there ' s any advantage to 
the Treasury bl putting out 90-day bi lls inst ead 
ot 9-months, except possibly the advantage you get 
from the marke t feeling better about them. 

I think that ' s all. I tbillk Harris is right; we 
lose money on it. 

And I hate t o see too big a bunching of these 
maturities; we 've got well over a bi l l ion dollars 
worth of maturities coming due in the next three 
quarters , a nd t hat ' s a lot of ma turities; we1 ve got 
t o go repeatedly i nto the market and be r efunding . 

But we may swing, Harris, from the 9-months t o a 
one-year . 

Yes, I agree tbat would be fine . 

I may do that 1n December . 

Certi ficate concentra tion. 

I may in December begin to sell this one-year 
certificate - a one- year certificate and a 90-day; 
not put it all into 99- days , see? 

Now look, if the market s t ays the way it i s now 
I could sell 700 mill i on of five-year notes just 
like tha t, and t ha t would take 700 million dollars 
worth of debt and put it off five years, and that's 
what I•d do . 

Now - I mean if t he thing - after all, if we can 
stand all these shocks .the way we have, why , we ' ve 
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come a long way, and I personally tnink that the 
Treasury five-years, with the Social Security and 
everything else- I think that's the thing to sell . 
P~d especially if we - at tha t particular period 
it ' s not very congested. So I mean if we got along, 
whatever the market would take e t that time - then 
pick up 700 million and sell them five-years, why, 
they'd go Just like that. Even today I could sell 
700 million of a properly priced five-year note. 
They' re crazy for it. And every time - these 
periods never l ast more t han six months. There 
always comes a period where there 1 s a - 'Rhen you 
can't sell; then there comes a good period. That's 
the time to soak them out with something, get it 
out from under your vest.. 

Get a lot of kicks on the pr ogram not to offer the 
February noteholders any preferential subscription . 

'/le ' ll announce that tomorrow. We 'll announce that 
tomorrow. There's no premium on it. 

The March notes will go off too. All your notes -
your near term notes are likely to go off for that 
reason . 

I haven't got my sheet, but I think the Februarys 
are selling on a yield basis. The Uarchs are selling 
on a negative; I don't know why. 

Februar ys sell a t zer o yield. 

It• s off the tax date - never carries the priVilege 
that a tax date note carries . 

Would you (Bell) announce that there would be no 
rights on the February? Would you go beyond the t? 
You ' ve been telling me you' d like me • •••• 

Well , I thi nk some time along here we've got to let 
the public krow t hat they can expect pretty soon 
not to get rights up to the hundred percent . I think 
we ' ve got to do that some time pretty soon. 

But we would do it for the February ones now. 

You could do it. 
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Starting off with a small amount and •••• 

That would ease them into i t by giving t hea partial 
preferential rights . Otherwise, th~ clala t hat 
you 1 re arbitrarilY d1scrilll1nat1ng ag.alnst t ho, 
lett1ng the Uarch holders get preferential sub­
scription right s , etc . That i s, in the past when 
'"'e have cut it out, we have done it gradually, 
haven ' t we? You s ay 50 percent prefer ential or 
something like tha t . 

Yes, that ' s r ight . 

Well, I think whatever we 1ra goi ng to do, Dan, on 
that, we ought to s ay tomorrow what we' r e golng to 
do about february . 

I do too . 

Say it so tha t we can, if '"e want to, pay it off i n 
cash, and I think to say, "No rights f or Febr uary.• 

• Well, why?" 

"Well , we may want to pay it off in cash." 

We want to serve notice on them now. "Don't say 
that we do, but we may if we went to. • 

You couldn't say 1n your December financing , if 
you have 700 million, tha t 450 million would be 
used to pay off bills and that 250 wi~l be used 
to pay off notes in February? You couldn' t announce 
that? 

Now? 

Yes . 

At this time? No. 

The other thing t hey wanted me to do - to make an 
announcement right up to the 15th of Karch. The 
hell with t hem . 

Right . 
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I won•t announce beyond one week. 

Probably would like to have you say that it ' s the 

end - take their proposition, say that would be 

the end of the new 1110ney financing . 

WellL they should sit 1n this chair for a while, 

and uanny Bell's chair for a while . 

I •m Just wondering how far you can go tomorrow on 

the February financing - February issue. I think 

you might qualify your statement, saying that you 

might want to pay off 1n cash. 
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Well then, we don't - they throw that back in your 

face - nThings are worse." Awful hard to make these 

announcements so far in advance . I mean what I was 

going to say - that I Just wanted to serve notice 

on the holders of the February notes that •• •• • 

• •• there is a possibility . 

• • •• there is a possibility, and that there will be 

no rights. 

That you may want to pay it off 1n cash at that time. 

Yes . 

I tnink maybe tbat1 s the best way . 

We can t alk tha t over at this meeting this morning, 

see what they think. 

Now, everybody moderately happy? Well, al l of 

you are invited back here at 11 o ' clock. I ' d like 

to talk to George Haas, if I may • 

.All right, Dan? 

Bell: Yes. 
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liU.TING 1/ITH EXECUTIVE COIOIITTEE OF 
n.DERAL RESERVE OPEN llARKE-T COIOIITTEE 

October 6, 1937 
11:00 a .m. 

Present : 

H •• • Jr: 

liarrison: 

H. 1J,Jr: 

Sinclair: 

Bell : 

Mr. Bell 
Mr . Lochhead 
l.lr . Haas 
II•• .. Upham 
llr . Seltzer 
ll'r . Har ris 
lir . Ransom 
!.lr. Harrison 
llr. Burgess 
!.lr. McKee 
Jir . Piser 
Mr . Goldenweiser 
llr. Davis 
llr. Sinclair 
lfr . Williams ~ 

All right, Mr. Bell, will you tell them how it looks 
from nov1 until the 15th of tlarch? 

Like to know bow it looks from now until the 15th 
of October . 

Bow about between now a nd four o' clock this afternoon? 

That 1 s harder, I should think. 

~ell, this plan contempla tes no financing until 
December 15, at which time we would raise, say, 
700 million dollars in ca sh, out of which we would 
pay off the 450 aill i on maturing Treasury bills . 
lnat would give us a balance on October 31 of 641 
millions ; on November )0, 489 millions ; and on 
December 31, 968 millions. Then in January we would 
start the June tax bills, new money, giving us 200 
million in January and a hundred million in February; 
and paying off 277 million note maturity on February 
l out of the cash . That could be done t l:lat way or 
it could be .refunded in December, or the December 
issue could be reduced by that amount, by 250 million, 
and then refunded in February . But on tha t basis we 
would have a belance in January of a billion, 48 
million; a balance going into liarch of 788 million 
dollars . And that also includes an estimate for gold 
of 90 million in October and 80 million in each of 
the other months . 
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Uoes that involve any plans for the Karch financing, 
Dan? 

The only plan there would be to pay oft the 400 
million dollars of maturing Treasury billa out of 
the te.x receipts , and refund the 455 millions in 
Treu.sury notes maturing . That would leave us a 
balance of around 800 million going out of Kerch. 

So you wouldn't have to take any new cash in March. 

No, sir. 

Be glad to hear any discussion. 

Is that plan all settled, Yr. Secretary? 

No. 

I mean ... .. 

I didn't lmo•.v wnether you '"anted a post-mortem on it 
or .• • . 

No, no, I said we ' d be glad to hear any discussion. 

llell, I have only this feeling: that if it wer e pos­
sible for the Treasury to pass through December without 
asking for new money, it would be a more conservative 
program so far as the murket is concerned and its 
effect on the market, than if you didn't do that. 
That bein& so, the question ~rises whether conditions 
now, as we see tn~, or a s we can forecast tnem, are 
such as to call for a more conservative or a less con­
servative program in December . No one can tell whet 
will happen bet·ween now and December, but things don• t 
look so ~ry good at t he moment . The capital market is 
badly shot; and, as you said last week when we were 
here, the one thing tha t you .vould consider as very 
i mportant iildeterlllinlng whi ch of the different courses 
of action you would take, would be the capital market. 

Right. 

No•;;, there may be differences of opinion as to whether 
taking money currently out of' tbe bill market is more 
conservative than not tuking it and t hen taKing it in 
one lump plus additional new money 1n December. 
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Personally, my own Judgment is that the more 
conservative program would be the current financing 
through bills aiXI avoi ding a nelf money demand in 
December, if that were possible . I don ' t like the 
looks of t hings , because u lot has happened even 
since last week throughout the world as a whole and 
pnrticularly in the financial merkets and the commodity 
markets . Therefore, I should think 1f you were going 
to plan now for December in the light of conditions 
a s they are now, your objective would be to choose the 
most conserva tive course. 

•ow, we might differ as to what that conservative 
course is, or which is the most conservative. 

I per sonally ~on • t thinx-! don't see why you use 
tne .ord "conservative . • I Just don 1 t see that. I 
menn 1~ha t you people r ecot'll!llended - if you went to get 
down to it - you r ecommended tha t we borrow additional 
money now, and to me, by not borrowing, it seems to 
me tha t I am more conservative than you fellows are . 

~/ell, I say t ha t ' s the question of judgment, as to 
which is most conservative . I don ' t know; maybe 
you're right . 

Now, to get back t o the capital market thing. I 1 ve 
done independent checking of my own, and I can ' t find 
anybody Nho is in the business of getting out stock 
issues •.fho s ays t ha t t his cont emplated action by the 
Treasury one way or the other will make the slightest 
bit of d ifference . 

It would cake the slightest. 

Sl ightest bit of difference one way or the other . 
~ut they would - those tha t I have asked suggested 
thut we don ' t go into t he market fur new money until 
December . 

Realizing , that you would have to go in for a l arge 
amount i n December? 

Yes. 

ilell, I ' m surprised. Depends a little on wha t you do 
iu December, of course. If you 1 re go1ng to get all 
your money througo one-year certificates • •••• 
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vf course we can ~eep the thing in December down 
to 450 or 500 million if we want to; Just pay oft t he 
maturing bills and then do a refundi ng in February. 

In February. 

The 250 that we ' re nsking for in December takes care 
of the February maturity . If we don ' t want to do tha t 
in December, Just borrow enough money to pay otf the 
45J in December , and t hen have the - roll over the 
Februarys . 

nell , I t hink that ' s more conservative than the 
temporary suggestion tha t Wr . Bell made at tne outset . 

t'lell, 1 t 1 s an al t errw ti ve plan to Mr . Bell ' s suggestion. 
No.v, ho.v can you do anything more? We stay out of the 
market and don't go into any new money f or three, four, · 
five months . 

Well , I think tbut makes it appear more conservative 
this week than next Neek; but if you pro Ject your view 
right stra i ght through the rest of t he year a nd realize 
tha t by doing tha t you ' ve got to borrow a l arge amount 
in December, t nen I don ' t think that, covering the 
period a s a whole, tllat is the mos t conservative course. 

In December .~e could take 450 or 500 ~:~illion, or we 
could do 700 or 750. ••e could sell a one- year certi­
f icate, sell a five-year certificate, a short bond, 
whatever the market will Lake . 

dut on this GUestion of nel ping tne capital markets , 
f can ' t find anybody in the business, who is actually 
in the business, who says tha t it will affect their 
business one way or tne other . 

Do ! underst and, Mr . Secretary, tha t your r eal r eason 
for the change of t nis bi ll program is to help the 
capital market? 

No , no . All - whet it gets down to - what we •re 
trying to do is thi s . If we didn 't think of anybody 
but the Treasury, only toinking of the Trea sury, wha t 
would be the normal thing tor us to do? The nor mal 
thing f or us t o do would bo to say, "Do ~re need any 

' 
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money now?" The answer is, "No, we don' t need any 
money until the middle of December, when we have a 
matur i ty, so why bor row?" And, following tha t 
~rogram wn1ch I have put up t o s everal people who 
are in the business - they soy so f ar as they are 
concerned i t' s all right aod it won't affect their 
business one way or the other; or if we wanted to go 
in and borrow a couple hundred million ~ollars extra 
now, in order to have it for December, tnnt that 
wouldn't particularl y affect t hem. They said either 
program woulan't affect, uelp or hurt the capital 
market . 

Ur . Secret ary, you said a minute ago when you prefaced 
tna t sta tement, tha t it wouldn ' t hurt the stock market , 
or •••. 

No, no, I didn ' t Glention the stock market . 

hre they in tn~ stock or bond business, or both? 

Hila t they a!'e doing now is ell bonds . 

I tnink you s aid stocks a t first . 

If I did, I didn ' t know I did . I didn ' t mention the 
"'ord "stocks . • 

I misunderstood you . 

You 60 t a different set of witnesses f r om what I got . 
"he most competent people I got on it felt Jus t the 
other way . 

Well, I tnillK we di d t alk to different people. Vlell, 
~ di dn' t only talk in New York . I spread out br ound 
the country . 

Ur . Secretal'y, I think that the mat ter resolves i tself 
almos t precisely as it di d before . You•ve got an 
obJective to acco~plish, and it ' s a Guestlon of Judg­
ment only as to which might be the core conservative 
in the light of present c ircumstances . Uy inclination 
would be one Nay , and I s ee grounds for the other way. 
But, as Ur . Burgess says, mos t of t he evidence we have 
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go t does happen t o support our slant on it . 

There is unother f actor th£ t migh t be a par t of 
your consider ation, and t ha t is the program t hat 
toe Federal Reserve outlined for itself i n conj unc­
tion with you at t he time we made that announce­
ment , which conte~plated that we might have to go 
i nto the market and buy s ome bonds for the pur pose 
of increasing excess r eserves . 

Buy what ? You sai d bonds . 

Stocks . . ••• • buy some Government securities . 

You didn 't want tna t •stocks" on the record, d i d 
you, George? 

ll o , tl'ln t ' s not for the r ecord . 

I jus t wondered when you sai d bonds . 

No , I meant Government s ecurities . And some of us 
feel more str ongly t han others that t he developments 
in t he next few months may make it necessary t or us to 
buy some s ecuri ties . I happen to be one that thinks 
?r obobly ll would be less necessar y than some others 
t hink; but if we do nave to do that, then tha t would 
be Just &bout the period th&t we nave to do it, and 
if we follo~ tne or dinbry princi ples tha t you have lai d 
down for yourself as a matter of Treasury behavior 
and what 1 tnink should be central bank behavior, then 
I don 't believe .ve ought t o buy prior, or just prior, 
to ~ now Government i ssue. So t b&t it would serve 
pretty well t o s t op us jus t about the time we normally 
might be expected to do it if we do 1t a t all. 

I •ve got un answer on t ha t . Certainly you people ought 
to .mow the e6.rly part of November what your excess 
reserve s 1 tua tlon i s going to be by the llliddle of 
December, &nd there is nothing in your by-law~ to keep 
you from buying these Government s ecurities the f i rs t 
two weeks in November . 

tlell , that would make 1t o li t tle more palatable, but 
not much more . 
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As a matter of fact , if I was doing it and it was 

m1 responsibility, I wouldn ' t think of waiting 

until the first of December, because it would be 

too late to have any ef fect. I mean i f you ' re 

going to be • ••• 

148 

But I meo.n I don't thiM that that would r emove it 

f rom t he odium of having done it in a way which 

would possibly appear as supporting a Tr easury issue . 

If you people see you ' re going to need another one 

or two nunored millions of excess reserves, why not 

start in now, or t he first week of November? 

'the market doesn' 1:- n~~e-money now, !Jr . Secr etary . 

But you ' r e certai nl y going to know by the first week 

in llovember . 

No, I don ' t think we are . 

You 're going to kno,y by the fir s t fi fteen days of 

November . 

I don ' t think really - you can' t tell about the flow 

or funds through t ne country and d emands f or currency 

until considerably l a ter than tha t . 

~ell, I •~nt over this yesterday with Dr . Ooldenweis~r ; 

Nan t over it with •4r . Ransom . I don't know whether 

tney •ve ned a Board mee ting since or not . But I ron• t 

think th~t is a suffici ent a rgument . In the firs t 

place, if you people need it, you ' ve got all of November 

to ao your buying, and that ' s t ha t . And t hen the ques­

t ion " s t o wh<- t i s the bes t guess as to whether you're 

going to need it or not - end the best guess i s tha t 

you ' re not going to need i t . 

~ . Secr etory, ther e i s al so this to be considered: 

tnnt tner e is o dale f or operati ons which wpuld be too 

net r the Treasury f i nancing both before and a fter i t . 

But the peri oo before it would be fr ee, as you sug-· 

gested, in November , and i t would be possible, of 

course, some time a fter your December financing , if 

the s i tuati on then developed where an open m~rket 

operat ion was clea rly indica t ed , t o take tha t action. 
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Vihen was that? 

Well, let ' s say about the l)th, 14th, or 15th· of 
December - the r eal pinch comes around the Christmas 
season, so there is a period of ten days, say, before 
the actual crisis in thot would arrive, where we would 
a lso have ~ clear field of opera tioa,- if that ' s going 
to be the Treasury ' s program . We could of course 
operate in November before that t ime, so that all we 
would have to do would be to get off the track when 
your fltwncing was in process . 

1/ell, t hat ' s another way. Have you had a chance t o 
talk it wita your other Boord members since you ' ve 
seen me? 

Yes , *e hud an informal meeting of the same gentlemen 
wno a re here this morning, and I conveyed to them the 
point t hL t ~ou mede, t hu t the operation could be carried 
on in November . Ne discussed the possibility of what 
~·ould be the best time f or such an operation, ond i t 
seems t o me to be, Just to take arbitrary figures , 
not l a ter tha n November the 15th and not earlier than 
December the 15th . Now, the period between November 
the 18th a nd December the 13t h, I believe, Yr . Burgess 
suggested ought to be £ clear period, in his opinion, 
if the Treas UI'Y financing ..-us to teke place according 
to the pr ogram Ur . Bell has outlined • 

. ~ell , l ot me ,..ut it this way. If you have hod time, 
a s ft.r ~< S t he Boar d is concerned, if we go ahead the 
way we ure talking about - t hinking of doing, of 
simply b orrowing enough each week to pay mnturing 
bills off, numely, 50 million u week, will that program 
be pleasing or will it disturb the Board? 

o/ell , that I S 6 deCiSiOn,,,, 

As to the Board, will it • • • • 

Well, the decision as to the operation, of course, 
is a decision for the Open Market Co~ittee . 

No, n~ to the Boar d . 

Speaking for mysel f only - the two other members of 
the Board present can speak for themselves - I don ' t 
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see any reason why ,.e can• t operate successfully, 
under the program we have outlined, under either . 
wha t we have referred to a s the Bell or the Burgess 
plan, just to give t hem a label here. I don' t know 
whether either of them claim t he authorship of it, 
but that ' s a tar tha t will serve. its purpose. It 
seems to me the question is one of decision from the 
Treasury a s to what is most advisable in the matter 
of timing . 

~ell , I wonder if the other Board members would care 
to express themselves. 

Yes, I don't - if you have canvassed the situation 
&nd are satisfied from your stand point, I don ' t 
see wny we can't operate from our standpoint whether 
or not you put off your financing all to December, 
if you are willing to take the chance on what the 
market is for funds in December. 

Well , I 1m entirely sat1:~f!ed in IllY own mind t hat 1f 
we follow the Bell plan, it won ' t have any effect 
on whether Bethlehem Steel, or Central New York, or 
11 Con" Gas goes over or doesn ' t go over; I mean it 
won't have any effect on it one way or the other . 
I ~<m completely s atisfied in my own mind a s to that. 
lloN, I 1ve always had to take oy chances on the quarter l y 
date and I'm perfectly willing to wai t until that time 
comes around and t hen meet too sitw.tion, ,,batever it 
i s . I 1 ve done thLt now 14 times, and ~th the help 
of these people and the Federal Reserve System, we 1 ve 
been successful . But I'm completely satisfied. As 
to whether or not the issues which are offererl today -
the Centr~>l riew York issue, l'i'uat 1s taat, 40 million 
doll~rs - ~hatever it i s .•• 

No, tbat•s t omorrow . I daho Power today . Continental 
Can today . 

Yes . And t he big one is Con Gas, 80 mi l lion dollars. 
This dec i si on that we ' re trying to make today won ' t 
have any effect one way or the other . Uow, I 'm 
entirely s atisfied . I 've token a lot of trouble to 
sotisfy myself . Uoos thot ensNer you? And as to 
December, it ' s Just in the lap of the gods . I mean 
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you•ve got all sorts of - I mean, bere in this 
room, we sold over five million dollars worth of 
gold yesterday in London, t.nd then late yesterday 
1tfternoon &n ;•merioan security holder s ells two and 
a half million dollars worth of securi t i es in London 
and he wants to bring his money back:. Now - I mean 
how is enybody going to sit here and say what the 
decision is going to be in December? You•ve got 
cross-currents . Belgium s ends us gold when they 
should send it to London . They could get how much 
more percentage in uondon? 

hbout a tenth of one percent anyway . 

ao>'l much? 

Be about five cents an ounce difference . 

~ney get five cents an ounce more by sending it to 
Loondon, who are hungry f or it, than by sending it 
here . 

I mean how can I say? Just have to face December, 
and I ' m willing and I'm not particularly worried . 

(To Davis) ~~ant to say something? 

I can•~ r egister any excitement over it one way or 
the other, ~r . Secr e t try . 

:Jr . Sinclair? 

I thinA, Just so you ~on ' t misunderstand ~Y position-
I raised tn&t point about Federal open m&rket oper at ion . 
I uon1 t .mow that I &gree personally ~Yitn t he impression 
tnat I got f rom both~ . Hansom ana Ur . ~cKee tntt i t is 
just as easy f or us to c urry out the open market program 
under one tneory as well as unuer the other . Under the 
so-called Bell program we arc at a stop for a period of 
cer t a inly three weeks and are therefore forced either to 
act before that period, 11llen we won ' t know the f acts so 
clelirly, or after tht t p~riod , when it may be too lote . 
~o I don ' t thinlt tha t the t.vo things do leave us the 
same freedom of choice a t all . I wouldn ' t have said 
that ~xcept for that little machi ne. 
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.ell , when the machine isn' t working, I don ' t wont­
you know, we don ' t have many thoroughbred horses, but 
we have quite a feVI thoroughbred col':'s , and we go 
bucK and look a t their pedigrees , go b&ck six or 
eight gener ations, see how they ' ll perform, see, 
~nd then the bucket - milk pails; so when we ' re talking 
Lbout OYhen you fellows will go in to buy, we go back 
und look a t your pedigree, see? 

; ell, that stands for something this time. 

~r . Secretary , Hithout in any «ay el&borating on the 
record , I tllilli< .<here it 1s a matter of personal 
J~gment, it seems to me that it co~es t o - I'd be 
in toe .3osition ot' feel1n& that it is your decision 
really - why, I certainly don' t thinA I would ~uite 
~>gree on the matter ot' juagment. I would be more 
inclined to take the money "hen I ::.m sure I could 
do it, rather tnnn leave it to possi ble uncertainties 
in uecember s nd the posaibi lity of being on the same 
tracll: at toe same time . i'lo,·1ever 1 I t hink that is 
your decis i on to make . 

11ell, I don ' t like to moke b decis i on not feeling that 
everybody is .vi th .ne, but the final responsibility is 
mine, and e have spent a lot of time on tnis thing • 
.. nd, looking at it. J'ro111 all angles, I think thut the 
uecisi on I 1 11 mt:.ke is th~ t we .1ill continue - I 1 m 
not soing to m~~e any public announcement; I mean I 
did answer "Ow York Tribune when they asked me if we 
were contemplating Ley ma jor financing in October or 
bet~een now end Uecember , end I answered "Positively 
no," and I think thLt 1s enough . So I tnink we 'll 
Just continue, and then what we ' d like to do - borro11!ng 
5~ million a week - is to discuss the other program, 
Ln.l what ••e are thinkins of is, beginning next Monday, 
to offer March t Lx bills; to aiscontinue the 9- mon t hs 
End. stLrt next Monday. 

And then t he othtr thing - I meun none of these things -
I mean the other thing is, if we do tha t 1 should wo 
also announce it tomorrow morning, at Thursday press 
conference - should wo announce then thct there would 
be no premium on the February maturing notes, tell 
the111 we Just wont to s erve notice on the note-holders 
of February the t ::e may pay it off in c ash, and thcre­
fo~e we now announce that there will be no rights for 
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February. 

I ' d like to know first whether we' re in agreement 
that we s t ar t Monday offering the bi l l s maturi ng 
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in ~arch . I meGn does anybody object to t hat? Do 
it next Monday, or ~oula you do it£ week from 
Uonday? Doing it Wonday gives us 400 million dollars 
up to December 1 . lly feeling is - the r eason why I ' d 
like to do it "onday, there ' s been so much di scussi on 
and so marJ,Y guesses; you fellows ere going up t o 
A.B. A. ; might just as well have this thing out. And 
it doesn ' t make a hell of a lot of difference whether 
Ne do 1 t t his llonday or a 1veek from Monday . I think 
you might just as ~ell get it set~led and get it over . 
Then .men you fellows go up there - "What's the 
Trensury going to do?" - well , t hAt ' s out of the 
uy ~ood settled . 

Your progr~m will be to put out the March bills 
until you g ct 450 million? 

400 million . 

Then whiJt would you s tra· t after that ? 

The 90-day . 

uecemb,;r 8th, s tart that. 

Th~t brings you to the doubling of your 90-deys i n 
!.Ierch . 

(Nods yes) 

Three months after wards . 

Just at tne time of the llarch financing. 

March 9th, have a hundred mi llion dollars of Treasury 
issues roll over. 

Tnat m~ans a cn&nge in the bill program at tbe time 
of the announcement of tne financing . 

Bet ter put this thing off to a week from llonday, 
and that would bring it • ••• 
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••. ~bout the 15th, loth, or 17th of ~arch. 

I think tnat would be better, because you c arry 
through your March bills through the middle of 
December . 

•·ell, if you don• t want it on the 15th, we can do 
it tv'o weeks more, a nd then i t gets us beyond the 
15tn. 'I hen :~e won't have that confusion. 
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I t nink that ' s a l ittle better . Then you won' t have 
b change, you won ' t have a doubl ing up of bills 
before the ~arcn financing or ~t the same time as 
Lne financir~; it would come after the f inancing • 

.1. r e you sure on your de tes now?'lir-

Yes, s ir • 

If we do two more - let ' s say we do t..-o more; what r s 
next ~onday? 

l 'nat woul d be the 13th, your next i !'sue . 

Do tl\'o more . 

October lJtn would be your next issue of bills . 

Then ws do the 13t h and 20th. 

Isn 1 t i t npril tna t tuis tillng doubles up? 

If ne starts it in December, 1t1 d be in :.!arch. If 
ne starts it in January, it doubl es up in Apr il . 
o~ e 1 ve been t LlkJ.ng about starting in December. Start 
the 9J-days in December - goes int o ~arch . 

If you s tarted the 90-day bills on December 8 , your 
roll- over Nould come on Moren 9, "long with t he 273-day 
mll turity . So tha t would be o hundred million. No1, , 
lf you start it on December 15, your roll-over would 
come on Ma r ch 16 . If you start it on the 22d, Wr . 
Secretary, you would r oll it over on the 2)d of Mar ch. 

The point about getting t his thing out of the way bofore 
the A.B. A. - couldn' t you orr snge for 450 million dollars 
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of tax bills in larch, which you probably want 
aeyway, aDd run that through that extra week in 
December, and then you'd be all right . 

I could simply say, George, tomorrow, "We 're going 
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t o issue two more issues or 9-months each and thon 
we ' ll go to the tax dotes . " And that, anyway, doesn ' t 
make those tax ones qulto so long . I'd simply say 
tomorrow, •we ' re going to do this thing two weeks 
more ." And that gets us beyond March 15, doesn ' t it, 
Don? 

:ies , sir, tha t would be •• •• 

I•d Just ~s leave get it out. 

•••• lll:arch 16 . 

Tnen you'd start •• • •• 

The roll- over would be on March 16th . 

For a hundred million? 

2Jd, if you do two . 

2Jd? 

That's correct. 

wouldn't you (Burgess) do that? 

Yes . That gets us beyond the lll:arch financing . 

And I think that sounds all right, don ' t you (Ransom)? 

(llods yes) 

'l'hat gets us beyond the March financing . 

Now, the other thing - I don't want to go too fast; 
does that sound all right? 

Where does that bring us out? The l est 9-months 
bill will fall on July •••• 

July 20th. 
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That ' s all r ight. 

Then the other thing - should we - now, I don ' t 
want to go t oo f ast; is that agreeable to ever ybody? 
!here will be two more issues ot 9-months. All right? 

( Nods yes) 

One suggestion. You could make one more issue, which 
would bring the doubling up on March 16, which is just 
one day a fte r t he • • •. 

Well, we get beyond t hat mess ttlere, that ' s all. 
I mean i t' I could, I 1 d just as leave issue two more 
and get beyond that . There ' s an awf ul scrambling of 
funds , isn't there , a t t ha t time? 

Yes . 

l'lha t ? 

Yes . 

I think so . 

And toen wha t about telling these February note­
holders t here won ' t be a ey - have no rights . 

Well , I guess I made t he origi~l suggestion on 
~ha t , but I made i t on premi ses which now appear to 
nave been quite erroneous . That is, I got the im­
~ression t ha t your cash position was better t han it was . 
I thought you ' d be able t o pay those off without new 
finrmcing in December . Now, if it means r aising 
addition~! cash in December , I would vote against 
it . That is, I wouldn't make any ctlange in the pro­
gr um a t a time like t his in the money markets. That 
is , I would leave t ne r igtlts; I wouldn't say anything 
about February, and I' d give tnem rights when it comes 
along so it's just a roll-over , so it' s just an exchange 
offering . 

You' d do it right in tne middle of February? , 
My inclination would be t o do i t in the middle of 
February, but I think you can tell when you get to 
December and decide about your f inancing whether to 

.. 
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include it or not . 

Won 't these babies shed crocodile tear s if along 'the 
f irst of December we're going to tell them we' re going 
to pay off in cash? 

nell, I would decide right now not to do that. 

Not t o do wha t? 

Pay them off in cash. Because I think a 700 million 
dollar cash financi ng in December is - you can tell 
right no1v, .vould not be a wise thing to do . 

Vlell , I'm not going to argue with you. 

It might be or might not be. Is it necessary to 
commit yourself to it now? 

No, I didn 1 t think I was . I was simpl y s erving 
notice to these people tnat I might . I was trying 
t o do theot a kindness, do these note-holders a 
kindness, to l e t them know, but not oommi t myself, 
tha t ' s all. Supposi ng ·.~e have o good market. 

If you 1'ere going to cut them off w1 thout rights, 
you ought to tel l them ri ght now. You ought to 
settle right now whether or not you1 re going to 
pay off in cash or whether you ' re going to do an 
excna nge offering; but you don't have t o decide now 
whether you ' ll do the exchange offering in December 
or in February . Now, I don't think it ' s a - this is 
a gooo time to c hange your practice in deal ing with 
maturing issues . Tha t ' s my only point. You don ' t 
have to argue the other question . · 

I 1 m more t hWI wi lling to t ake your advice on that. 
I mean 1 won't a rgue with you about that . If that ' s 
the way you feel, O. K. I thought I was doing these 
fellows a kindness, because su~posing we have a swell 
market tor financing in December a nd I want to pay 
t oese fellows off in cash; t hen they • re going to say, 
"You can ' t do it, because look, these rights are 
worth half a point . " But it ' s - from my standpoint, 
r don't hol d a ny of them, I don' t care . 
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I think 1f you change it right now/if you say 
these ~ebruarys will no l onger have any exchange 
privileges , tha t your whole short market would be 
immedi ately a ffected a~d make a readjustment to 
that. 

I don ' t want that. 

158 

.Vhich I don't think i s desirable a t the present time . 
That ' s IllY only point . 

lie ' ll skip 1t. 

Do you want to tell us a little bit now before .••• 
As far as I 1m concerned, I 1m all right now, and 
before we leave Traasury financing I'm going to ask, 
does anybody want to say anytning? I Kant to ask Dr . 
Burgess to talk about the private refundings and tell 
me what ' s going on . Anybody want to s ay anything 
about Treasury financing? All right . 

Dr . Burgess, you want to t ell us something? 

I think one point on Treasury financing that we 
might jus t t ake a minute on- that ' s bills. 'l'he 
bill r a te this week was . 0044, Nnich w&s up from 
. JuJS . I don't t hink that means a thing . I think 
the explanat i on is this. Tne bill r ate has been 
working down - the 9- months bill r ate - from .JJ?O 
t o .005d t o . JJ45 to . J038 . It's been trying to find 
the position •~here the bills would be sold a t a given 
r a te, and the dealers over-reached themselves l ast 
week; they took more than they could sell a t that 
particular r ate . bo this week they have bid a little 
higher for them; that's all that means. ~nd this is 
a better figure ; as the r ate went down, a certain 
number of bUYers disappeared because tney weren ' t 
interested if the rate went down. So this is an 
adjustment of the market finding the position &t' 
which bills uould go . I don ' t think it means any­
trting in the general picture of bi lls and so on. 

Now as to the general bona market . The Treasurys, 
I think, , h11ve behaved very well in the f ace of a bad 
market . There ' s been a good demand for the notes, and 
those notes have steadily gone up; good demand vppvrently 
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comes from all sources, partly from banks, a little 
bit from insurance companies but not very much; and 
l think a steady demand from individual investors 
ovoo .. ant a t ax exe:nption on those. There's been a 
?retty good dem&nd now and again for the intermediate 
bond - '45- '47, 1 46- ' 48, so on . There has been very 
little demond for the longer bonds, so that in any 
little peri od of weakness they have t ended to alip 
off a little bit and some people are ready to sell . 
'Ihis morning, for example, there are very few bids 
in for the longer bonds . We are we tching the t very 
closely. So the Treasury market has been extremely 
little affected by a bad situation in the bond market 
generally . 

•he bond market generally . The picture, of course, 
~as t hat we had pretty good financing coming along 
in the summer, but, coincidentally with the stock 
m&rket slump, the bond market has gone badly, part ly 
because t great many issues were convertible issues 
or wer e stock issues; naturally they are affected 
very much by the stock market . 

Now, the underwriters had to make n gamble some six 
weeks ahead on three of those i ssuesL on the Allis­
vhalmers, Pure Oil, and Bethlehem. •hey underwrote 
a very substantial block of those issues at a given 
?rice . •hen these things were offered to the stock­
holders, end the under writers were to take whet was 
left aft er the stockholders had a considerable period 
to tni~ 6bout t he t hing , While they were thinking 
about it, the stock market went al l to pieces , and 
the underwriters have got very much more than they 
thought they would have . 

Does anybody know how much t hey •ve got? 

Yes . Allis-Chalmers - of course, the market - the 
stocknolders took 70 percent, and that left seven 
or eight million for the underwriters, which t hey 
sold promptly, 

Which t hey sold , so that • • • , 

• •• that's out of the way . There may be a few of 
t hose in the hands of the smaller distributors, but 
it ' s pretty well out of the way . 
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I understand that ' s cleaned up - the A~is-Chalmers. 

NoN, second, Pure Oil - 44 million dol lars issue, 
and only two million - only two percent was t aken 
by the stocKholders, so that the underwriters now 
hold some 4) million dollars of that thing. And 
tne preferred stock, the outstanding stock of tne 
company - 6 percent stock - i s selli.ng below par . 
This is 5 percent stock. hlthough it's convertible, 
they simply can ' t operate on the present market with 
hopes of success, and they ' re holding back on that 
thing, wu!ting. 

Now, thut •s jammed up e certain body of under writers 
ver y badly . The underwr1ti119o 0 QlE<c.rty in New York, 
1f you try to segregate out the capita~ tha t may be 
assi gned to under .. -riting from the capital that is 
engagea in Government securities and so on and so 
forth, - the undersriting capita l probably isn't 
very much over 50 million,under the operation of 
the Banking Act of 19)5, end so on . And their capital 
is their margin on their loans, and they borrow to 
carry t hese things , so that when they get hit with 
43 mill i on dollars of an issue, it ' s a very consider­
able wallop . 

llo;~~ , Bethlehem came along vnd lest Friday night the 
offerill6 t o the :otockholder s WI'S closed up and the 
under.-ritcrs of t hat, heuded by Kuhn- Loeb, found 
t hemselves Wi th 46 million dol lars of convertible 
debentures, Jt~ , thbt they paid 97i for, on their 
hands . They made a re-offering of t ha t yesterday 
and only sold a very limited amount , HOd they are 
now av~;ilable a t two points under the offering price; 
the offering price was 95*; tha t is , these fellows 
t ook two points • licking right off of that . ~nd it ' s 
not going , although available at 2t discount t his 
morning under the offering price . ~ven if they had 
sold it at the of f ering price yesterday, we figured 
tney would have taken a loss right out of nearly a 
mill i on and a nalf on this 50 million of capital, 
if you will . ~o t ha t that ' s a bad situation; it's 
in pretty bad shape . 

No.• , this morning there is another issue of the Idaho 
~ower - 18 million dollar issue -and that's available 

Regraded Unclassified



ilarris : 

Burj;ess : 

Harris: 

r.tc:K ee : 

Burgess : 

1c.<ee: 

Burgess : 

.i&rrison: 

Burgess : 

-20-

at a point under the offering price this morning. 
It's too early to tell fully how it ' s going, but 
it ' s quoted at a di scount . 

1-1/4 to 1-1/2. 

1/4 to 1/2? 

No, 1-1/4 to 1-1/2. 

1Sl 

That offering price is Lbove the ~derwriting, isn ' t 
it? 

Oh yes, that ' s offer ed with some profit to the 
under\'1I' 1 ter s . 

lhey •re not yet down to the underwriting price, 
a re tney? 

4 he point ~nd a ~uarter to c half would be covered 
by t he underNriting and distr i butors ' profi t. The 
distributors usually get e half, three- quarters, and 
they have been given e whole point i n this Ohi o-Edison 
that sold lust week and sold successful ly . The dis­
tributors were gi ven a full point profit to hel p 
make it go, which is in excess of the ordinary profit . 
That Nent s uccessfully • 

J.hat's due to toe fact tlult tney s ay they 're having 
so much ~ore difficulty selling that they have to 
put on a great deal more sales pressure; that lsi 
it ' s costin~ so much more to sel l it now, and it s 
the recognition of that additional cost. 

So when you ask how much is backed up in the hands 
of these under>Nriters , ther e ll re these two issues 
that I have referred to; there is a remainder of sn 
issue of i'ort of lle.t York J.uthority - that was some 
50 million dollars , ~nd about half of t hat is around. 
J.here• s Public Service of Ohio; that ' s around- five 
or ten million of tnat . So that it's certainly •ell 
over a hundred million dollars that i s backed up in 
tne hands of these underwriters . 

Now, a great deal of that i s dependent on the stock 
market and on that thing settling down so the people 
will be willing to buy s tuff. But i t creates a 
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condition under which new issues are being post­
poned and cancelled and so on, which is iaportant 
right now, b.ecause with the Treasury spending goins 
off you need private spending, and the new issues 
of today will determine to some extent the spending 
by business concerns over the next six months or a 
yeur. That ' s about the story. 

Well, I have nothing else, unless you people have . 

All right, sir. 
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TREASURY DEPARTMENT 
~66 

INTD Of'I"'C8 COMMUN ICATION 

...... 

TO Secretary Korgenthau 

Subject: Recent exports or cotton and eorap iron and eteel 
to JaplUl and i mports or eUk trom Japan. 

1. Scrap iron and eor~ at eel egoorts trom the United St ates 
to Japan cont inue t In muc smaller volume. 

September exports or scrap iron and scrap steel trom the 
United States to Japan were appr ox1 .. tel y 50,000 tone. This is 
about one-fifth or t he monthly ahipmente during the first half 
or 1937 · Shipments are being loaded right now on ah1pa goi ng 
to Japan, and other shipments are scheduled to leave within 
the next two weeks. 

Scr ap iron exporters claim that all Japanese buying of 
scrap iron and scrap steel i n the United States stopped about 
tour or t ive months ago. Shipments leaving now are on orders 
Si ven bet ore AprU . They ola1m that only a small amount of 
unti lled ordere remain. 

Raw cotton i s s t ill being exported to Japan but onl y in 
sm811 !!!!Ounte. 

September cotton exports to Japan tot aled about ~.ooo 
bales (compared with 170,000 bales in September 1936 and an 
average or 12~,000 bales t or eaoh or t he t1ret e1x montba or 
1937>. I t 18 eatiaated that there have been about 135,000 
bales of American cotton ordered by Japan e1nce August let, 
but most or these new orders have not been eh1pped. They 
awa1t r eceipt or permleaion to eh1p . (Permissi on to ah1p 
about $100,000 worth or cotton waa received yes t erday accord­
ing to the Nat ional City Bank·.) 

I t 1s reported that Japan now baa enough cotton to last 
three, possibly tour months. The area in Mortb Ch1na under 
control of Japan expeote to have about 1 ll1il 1on bales or 

( Copi es of firs t 2 pages of t his repo~: 
The President - LD 10/7/37 sgn by Secy . 
The Secy of State- LD 10/7/37 sgn by Secy . 
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cot t on ready to move within a few weeks. This cotton rormerl~ 
went moetl7 to Japanese mille 1n China. It will now be 
diverted to t he mille in Japan. 

The Department or Agriculture estimates that Japan will 
purchase 600,000 bales tbie cotton rear (August 1, 1937 to 
August 1, 1938), compared with 1 , 5 m1111on balu last cotton 
rear. Japan has set ae1de 50 llllll1on ran ror cotton purchases 
tor monti:B of September, October and lfoveaber. 'ler e halt or that 
sum to be spent on American cotton it would represent ap­
pr ox1mat &l 7 50,000 bales a month which ia oloee to our September 
exports to Japan. 

We onn obtain no evidence or any shift of cotton manu­
facture under Japanese di rection rrom Japan to India. Two 
exporters, presumabl7 conversant with ootton textile conditione 
i n the Far East and 1n India felt that euoh a move on ~ sub­
stantial aoale would definitely not be feasible. The7 were verr 
skeptical about the possibilities or anr such shift. 

}. United States is still importing silk rrom Japan. 

No reatriot1ons have been placed on exports of e1lk rrom 
Japan to the Uni ted States. 51lk importers i n the United States 
are buying now and have been bu7ing 1n recent weeks as much 
e1lk ~· they want, and ther have been receiving t heir eh1~enta 
on t ime. The latest cargo or silk arrived a few d&7s ago and 
anot her one ie due 1n a few days. 
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United Sta tes t.porte ot Raw 81lk 

12 l!ontbe ending Jll~ 1937 

1936 J\11)' 4,27~ 6, 713 
.A.UE,Uit ~,61 9,000 
8epte111ber ,193 10,155 
Ootober 6,120 9.~60 
NO't'811ber 6, 501 10,539 
Deoeaber 6, 774 11,700 

1937 Januar)' 6, 7~7 12,229 
rebruar:r a·2 2 9,6~ 
ll.&roh ,046 7.5 
April a·269 9,g95 
May .~12 9,G1o 
June 5,1 0 9. 6g 
July ~,667 6, 749 
August • 754 8,978 
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United States Exports ot Iron and Steel Sorap to Japan 

I!m!. Value 

1936 
141,277 $1,802,000 July 

August 147,01$0 1, 911,000 September 127, 9g4 1, Eio • 000 
October 79.~ 1,071,000 
November 29, 612, 000 
December 29,o43 556, 000 

1937 
~6,2gQ 634, 000 January 

P'ebruary ~· 615 1,191, 000 March 22 , g 3 4, 82,000 

April 283,828 §·~01, 000 llay 44~,251 • ~· 000 June 25 .936 4· 3 • 000 July 210, &:>8 • 726,000 
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tlnited Stataa Exports of Ra Cotton to J~ 

19~ ;;LQ1'7 
00Q be1•e I Val¥! QQQ h'''l : Jtlge 

JllJUary 156 $10,129,000 134 $ 8,828,000 
February S5 3,461,000 162 ll,0?9, 000 
!larch 106 6,738,000. 166 ll18l21000 

April 99 6,2.47,000 ll2 8 ,504,000 
llq 78 4,917,000 12.4 9,4Z7, 000 Jtme - 66 4, 275,000 45 3,232, 000 

Jul,y 16 1,0Jo,ooo 29 1 ,943,000 .t.ugu.at 25 1 , 562,000 17 1 , 194,000 
Septeaber 164 10,776,000 

October 253 16,760,000 
November 221 14, 701,000 
Deeesnber llS 7,742,000 
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171 l)PK October 6, 

t-o: The Secretary 

Froa1 llr. 118&111 

1. Con! ..renee w1. th General ll. -'• 'food, Pr .. idalli. Seer e . Boebuek A Co. 

General "food dioCilaoed pouible changes in tho Wldiotributed prot1to tall, 
end tho &ener al bo.aineoo situation. l!a •AT• be baa al~o fa•ored the ce~~eral 
idee of the tu but that 1t h operatinl!: bad17 ill caaeo of corporations which 
neb to e:rlond or Ulpro'fe their properties and of corporations , part1cularl7 
....:Ll corporatiouo, which rieh to uee ee.rni1141• to PAT off outatand11141 i ndebted­
"""' l!a eaye that the haU&Dce of rigbto to eubacribe to stock which Sears, 
Roebuck utilized laet year h net a permanent eclut1on of the problee of ob­
taining new money for i mpro•e•enta, ai nce in hie Yiaw rigbte cannot be iaaued 
year aft er year. llorao•ar, be bel18'fee that laall corporatlono e&rulOt uu 
thia aethod to ad'fanta&e a»:t • AT· 

As to buaiceu cond1 tiona, the fanaera and world 1141 aen are well aupplied 
rith caab and "" far trade baa been good. l!a re~ the Jittero of the atock 
urlcet or 8'fen of buaine .. eueuti'fea aa unio:portant but it the con.uaer be­
coaea conrinced that cond1 tiona are uncertain be for eaeee a be.d dx 110ntha 
ahead, Iince inYentori .. are coapuathel7 hi&)>. l!a notee thet oo•e ehel 
furnace• in Oary and Pi thburgb and aoae textile factorioa in the South ha'fe 
been reducing 8lllplo;yment, but ao far it hae not affected Searo, Boo buck 
particularly. 

2. Conference with Da'fid Law£enc? 

llr. Lawrence expect. to atart a oeriea of articlea on fundamental prin­
cipl .. of taxation, l>e&1nn1ng about three weeka troa DOw. Ilia leadiJlc pr111-
c1ple h that it 1a eeaentlal to p reeer..e and encoura«• the YOlWie of bualneaa 
tranoactiono. l!a oug&eated t he deairabili i7 of the Proa1dent 1 a calling a 
con! erence to ccnaider t he coordination of a tate and Jaderal t axeo and the 
elll:lination of tho preaent o•erlspping; and alao to foreulate a oeriae of 
pr1nc1pleo of taxation. I n the aecond place, be bali•••• that the Job of iu 
ra•ia1on would be immenaal7 aimplified if the Prealdent deli•ered an addreaa 
around December let or 15th aett1ng forth the baaic principles on which the 
tax •r•tem abould be fol'lllllated. l!e thillka that tu r8'fh1on ia b7 all ••an• 
the DOlt illlpOrtant matter bef ore the Coactau ; aDd that the graat ad'fllntece 
of a apoech by the Prea14ant on the subJect of tund&mantal princi ple• wouJ.d 
be not oul7 to la;y a foUDdation for the !ro&aUrT'• roco,....ll4aiione, but &lao 
to Cin Congreeo a yardoiick b7 'llhich the cl.etailed propoaala could be ••aaurad. 

3• Conference w1. th CcJ!C!aiU&D 'flo. liOn and llr. Parlter 

'fa apent yeeterdar 8'fen1a« diocuaain& ••T7 intoreall7 .,....1oua a.pecto 
of the tax rertaion progru. !1'be princi pal itea of 1ntereot 11 the fact that 
llr. V1noon expreued himoelt otrongly to tho efhet that the bud&at -t 'ba 
blllencad 8'fen if 1t in•ol Ted increaaeo in toM of the taxa e. l!e 11 peraonall7 
not ao IIUch intereoted in &117 typo of tu reductiona or allowaDCa u ha 11 
In obtaining eoucjl r ... •- to -t the expa1141 ture• i.nclud1ng debt retir-nt. 
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' ( PARAPHRABI OJ' TELI(IW! RJ:OIIVJ:D 

J'ROll: American lllbasay, Paris, J'l'anca 

DATE: October 6, 1937, 11 a .m. 

10.: 1396 RUSH J'ROll COOliRAJf. 

Yesterday the French control loet foreign exchange 

to the amount of 270,000,000 franoa . This morning there 

is a demand for sterling and by 11 o ' clock the control 

172 

bad given 3001000 pounds. Tbe rate bad been brought down 

to 150.38 by the control, but 1t -e not at all sure that 

t bia level for the franc could be maintained. A few 

minutes after I bad the conversation with my contact I 

learned that tbe rate bad dropped to 150. 42, and the 

traders believe that this rate cannot be held for very 

long. Anticipation on themarket 18 that by the end of tbl 

week the rate will be 160. Botbing new ~ developed, 

but ther e 1B a continuing pr essure r eeulting froa the 

bopeleea political situation and other uncertainties. 

E.t.: tn 
G ~I 

.. ~ . ··-

WILS<JI. 
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JR 

Secretary of StatE , 

''iashington. 

1399, October 6 , 4 p . m. 

FRO~! COCn!A.!I . 

ORAY 

Paris 

Dnttd OctobEr 6, 1937 

REc ' d 2:56 p. m. 

!>ur!."lg c.fficie!. markEt I'r~nch control sold sterling 

c.t or nt.v lf(', 40 but thE dEr'.Ulil ~lc.ckrnc1 from for;:noon . 

f. t ho.lf past thrEE control wc.o trying indirrctl;r to 

acc-utrE n litt"..E sterling at samE ro.tt o.t which it was 

offt~ing it . Weakening of dollo.r is attributEd to so.lEo 

of dollo.rs by Swiss who art worriEd ovEr prospEct of' 

furthEr devaluation of' dollo.r o.nd b~ continEntal, 

1rincipally Swiss and Dutch, so.lcs of American dollar 

securities for thE same r eason . Prr.nch rcntEs up around 

1 . 5 francs . BoursE sEntiment has thus improved this 

afternoon but undErtonE is still bad. PresidEnt's 

Chioago spEECh intErpretEd on Bourse as likEly to mEan 

/~Erican aid for FrancE vErous Germany and Italy. 

Premier Van ZEEland will takE holdiay of two or thrEE 

weeks . His report to Parliament of Belgian recovEry 

program is widEly reprintEd . 

( E!ID SECTION ONE) • 

'NILSON 
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( PARAPHIU.SJ: OF TEUGIU.ll REOJ:rn:D 

FRO~: American J:mb&aay, Paris, France 

DATE: October 7, 1937, noon 

NO,; 1405 RUSH 

FROI4 COCHIU.N. 

This morning at 11 o'clock the French control waa 

yielding sterling at 150 . 40 rate. The pressure on the 

franc waa ali~tly reduced aa compared •ith yesterday 

oorning. Yy contact attributed tbia to the good effect here 

of t he speech IIIB.de by President RooaeTelt and to forecasts 

that the cantonal eleot1ona may be more favorable to the 

Radioal Socialists than it bad been thought they would be. 

The control aold and acquired sterling yest erday, but lost 

120 million franca of foreign exchange on balance. 

TILSOl! . 

u.:Ln 
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f H.M.Jr: 

Operator: 

H.Y.Jr: 

o: 
H.Y.Jr: 

Madison: 

H.lt.Jr: 

w: 
H.lt.Jr: 

II: 

H.Al.Jr: 

II: 

H.K.Jr: 

II: 

H.M.Jr: 

II: 

H.K.Jr: 

Y; 

H.M.Jr: 

M: 

H. M.Jr: 

Hello 

.llr. Madieon. 

Hel.lo 

Go ahead. 

Hello 

Yea, air. 

Madison 

Yea, .llr. Secretary. 

October 6, 1937. 
3:47p.m. 

What was t he tone on the Government bond market 
today. 

What was the quote . 

No, tone - t-o-n-e 

Oh, it was very steady. 

Yes . 

175 

They opened a little down, nidently ln srapath1 with 
the London aarket, but they kept steady at practically 
the same prices, they didn't gain any to speak of, 
but they only lost - from one to three generally -
soms of them were tour down, and the aarket held very 
steady and gave a goo~ account of itself . 

I see. 

It's very, very quiet. 

Uh- huh. You dido 1 t have to do anything. 

Didn't have to do anything. No. 

Uh-huh. 
today. 

Well, how about the private offeringe 

Well -

Idaho - wae that -
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u: 
H.lt.Jr: 

II: 

H.M.Jr: 

JU 

H.II.Jr: 

II: 

H.li.Jr: 

Ill 

H.ii.Jr: 

II: 

- 2 -

The Idaho, waa a l ittle eti0k7 . 

A littl e etiok7 . 

176 

A little etiok7, and Be~ebe• Steele were etill Yer, 
bad. I tried to find out bow •nr of tboee eold, but 
I oouldn1 t. It eee• • to be i•poeeible to get that 
inforaation. !he Continental Can, of course, went -
went quite well, they're eell ing at a co.tortable 
prellliua. 

Who headed that? 

Ob, yee . xo-.Jia toaorrow Central New York. 

Yes, Central New York. I underatood the other dar 
that they are going to put thea out at a hundred but 
they say today that their price will be ninst7 nine. 

I see. 

That's a forty eight aillion dollar issue, you know. 

That 's - Morgan Stanley. 

Yea. Morgan Stanley - It wae a ~-~/4 coupon -

H.ll.Jr: Yea 

II: 

H.W.Jr: 

ll: 

H.II.Jr: 

II: 

H.M.Jr: 

II : 

H.M.Jr: 

At nlnety nine . That yields about three eighty 
one. 

Uh-huh. 

That ought to go pretty well . 

I bear the Fara Credit - the 1nteraediate oredit 
went all right. 

Ver, well . Charlie Dunn aaid the7 went right out 
the Window. 

Oh- buh. Well that 'e al l right. 

Very well indeed. 

!hat' e all right . 
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( 
( 

H.M. Jr: 

II: 

H.II.Jr: 

- 3 -

Well, all r1gbt . 

Oot through ney well, I think. 

'l'hanlt :you. 

-
171 
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PARTIAL PARAPHRASI OF TELIGBAW REOIIVID 

FROM: 

DATI:: 

10.: 

J.mer1oan ll:abasey, Paris, France 

Oct ober 7, 1937, 4 p .m. 

1407 

JBIIt COCHR.t.lf. 

Paris exchange market quiet this afternoon. Warket 

s elling a little sterling but control hae at 3:30 b een yet 

unable t o obtain at~,y through credit Lyonnaie which 1B 

offering 150. 23 for it. Forward tl'anc aore bid. Day to day 

1110ney easy. Rentea fUrther improved. Bank of France atate­

ment as of September 30 showed wiping out of 1,099,000,000 

itea of adT&Doea against gol d resulting from Bank of Spain 

sale gold to French control. Circulat ion up 2,724,000 ,000; 

depoaUa down 1, 341,000,000; coverage 50 .91 vereus 51.61. 

I had a talk today, at the American Olub luncheon for 

Prime Minister Ohauteaps, with a number of financial and 

banking officials. The Credit Lyonnais General Manager, 

.llaeson, who baa not much sympat hy for the Popular Front, 

eaid to ae that •seei t~,g eo many banker& present one m1ght get 

the idea that France' • d1ffioultiea were financial •. I alao 

spoke with Bonnet, who said that he waa a little more encouraged 

over t he pr oapeota for the cantonal eleo,iona. Howner, be 

adde4 that hie Radical Sooialiet Party cand1datea ware for 

t he moat part aarioue and respectable middle-aged or elderly 

men who do not like to make public epeeohee. They are thue 

b&nd1oapped 
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- 2 -

handicapped 1n oppoain& the voc1feroua and rowdy young 

fellows who are making a Yigorous cupa1gn for the Soci&li~ 

and OoiUUll1at candid.atea. Inters~ was expressed by tha 

Yinister of Finance in the results of the conversations 

which Phillips had with Secretary »orgenthau. The Bank 

of France Qoyernor, Fournier , aa1d he hoped the cordial 

reply of Obautemp to Preaident Rooaevelfa speech would have 

a favorable effect on the market. Fournier said that 

trading 1a now eo much influenced by psychological and 

political faotora that the franc might be a great deal 

influenced by such a development. In Rueff'• opinion, 

the outlook for the french today was a little brighter. 

Still aome nervouaneaa on the part of Paris-American 

bankers, who look for a further franc weakneaa. The 

bankera believe that 1f the Letio Wing gains 1n the elec­

tions the currency will auffer . Should the Radical Socia11ata 

gain, the~ said t here is a possibility that dissension in 

the Popular front might develop which for a while at leaat 

could react on the franc, although there would be illpro•e­

ment in the lang tara outlook. 

WILSOJI. 
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October 7 . 1937. a 

Before we call Congress to consider crop control 
or control or wages and hours we bet ter first consi der the 
control of the dollar . It i s far more important to a 
!armor and the laborer to know what the tuture purchasing 
power of his dollar i s going to be,and the only way that 
the administration can give him any assu.rance as to the 
~table purchasing power for his dollar i s through balancing 
the budget in 1939. 

180 
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October 7, 1937 

To: Sec reta.ry ~·or;pntblu 

Yrao: 

1 . Louisia.na Caaea: 

L:es srs . Olipbont , Russell , 'Uenohel and 801ll8 ot their assistants 
oaoo in at rny request t o diacuss t he prese nt at11t ua or t he Louisiana 
ocau . A:l! a t torney baa gone t o !lew Orleen3 tor t he purpose ot ecn­
~la ting t bo preparat ion for the trials ot a large nuxbor or t he eases 
.ttet are set tor t rial before t he ~loud or Tax A; peals 1n .Tanuary. Sa 
will also consider otter s 1n sattle,.,nt . At tar a discussion or ea:>e 
ot t "" \r.diviiunl casee I dir ected t~e Bureau repr•sentatina to oan­
;>lato their c01l31derat1on or pending c u es at once a cd to issue 
d•1'1oiency lettet'S wbtrenr detictencle s are round to exist . !.!:r . 

Oliphant has al t$&dy d irected that in the se ttl•~nt or cases t here 
Ghould be no "horae trading•; t hat is, it there 1e o vidence o~ both 
s i des or n pnrticular i ouue t he issue is to be aub:nitted to t he Board . 
Co:aJ)ro"'ises are only to be made wrere t he tax~er c oncedes the poi n t 
ur whore it clearly appearu that the TreRaury detoM1nat1on ••u rtroDe• 

2. Tax Re vieion: 

Conzress::'J'Ul Vinson and !.:r . P!lr~er discusse d the proeedUl"l t o be 
foll"""d by t he Vinson aubc-.1t tee ; :.:r. Dousbton h ocetl.ng to 
lesh tn.;eon t~onday t or the ...,. nurpose . Ur. Vinec:>n m s hes t he Tl-euury 
repreaent !lt1'18a t o s it d own with t te s ubcOIII'IUeee i n execut1w eess1on, 
with flO publici ty , a n<l with t he tacit under a t a nd1ne; that the TreiiSury 
will aupJ.)Ort the t ex bill produced by t he subcoot'llttoe , To aid i n thiS 
resul t be ~nts to 4 teo usa tho various major propoeals with me tnrormally 
i n adv.noe of their cons14e ratton by the committ ee . I •~t to d1souas 
~hie s ituation ~itb you tomorrow. 

} . Bus1neos A<iYhory Council Conte renee : 

The Tax Cocn1ttoe ot' the Busw~• ;..dnsorr Co1111c1l, ot which !lr. 
Clarence P'!'OllCla, President or Gei!Bl'Ol FoodG, 1o oba1rut.ll, ealled upon 
.. this f'..fternoon i n support ot their rec.,.....114a t lone tor r ev1e1on of 
t b• tax l a ws . They propoM the repeal ot t ho tax on capital f!" i llll 
roal1zod on property held t or one year or more ; and e number o! ored1 t a 
l o the undiotrlbuted pt•ortts tox, t ho cur.nlleti ft e rreot or which would 
he ol-nost to el1rn1nate the produot1 v1ty ot thO tnx. They IUo sUJg~at 
broadento.s the base of the personal incOCIB tax. It was agreed at thO 
end ot the conteranco thllt no publicity sboul~ he given either to t he 
Occni ttee• s reeomoendot1one or to the d1souas ion and !.lr . Gest on baodled 
lt on that heals . 
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H.M.Jr: 
Cordell 
!!Ull: 

H.M .Jr: 

H: 

H.Al.Jr: 

H: 

H.II.Jrt -
H: 

H • .\l.Jr: 

H: 

H.M. Jr: 

H: 

H.ll . Jr: 

H: 

H.M.Jr: 

H: 

H.ll . Jr: 

H: 

R. K.Jr: 

H: 

H.II,Jr: 

Bello 

Bello, Henry. 

Good aornJ.ng, Cordell. 

What' a doing. 

Ootober 7, 19~7 . 
10111 •••• 

Well, that'e What I called up to tind out troa :you. 
Yea 

182 

I ' d like to aa:y eoaething in the aoat triendl:y apirit, - 1 t 'l.-.Ni('." 

Yea, eir. 

We didn't - I d1dn °t know till I picked up the paper 
th1e aorning about :your note on the Japaneee eituat1on. You eee all the other ?reaeuriee get e1x houre head eta.rt on 

Yee, well I don't know what happened to a:y fellows that they didn 1 t tranea1 t that around, we -

Yee, and it- I aean I ' • aa;ring it 1n the triendlieet ot ep1r1te -

Yea 

It we could be told about thoee thinge -

Wb7, ot oouree, I don't know how it happened, I -
It would be helptul . 

I ' ll read the riot aot to -.:r tellowa tb1e aornJ.ng. 
I'd appreciate it beoauee, it they would Juet aa:y now it1 a coaing, why then we could get read:y. 

Yee exao tl:y. 

But, we haTe -

Exaotl:y. ?hank :you Henry tor calling attention to it, 
and I 1 a awtul l:y eorr:y. 

!'hank :you. 
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H.W. Jr: 

Operator: 

H.M.Jr: 

R: 

H.K.Jr: 

R: 

H.M.Jr: 

R: 

H.II.Jr: 

R: 

H. II .Jr: 

R: 

H.Jl.Jr: 

R: 

H.M,Jr: 

R: 

H.ll.Jr: 

R: 

H.At.Jr: 

R: 

H.K.Jr: 

R: 

H.M,J r: 

Hello 

Mr. Rentaohler. 

Hello - .. 

October 7, 193?. 
12:13 P••• 

Hello there fellow, how are JOu. thie aorn1ng. 

I don ' t hear you very well. 

Can JOU 

Hello 

Hello 

Yea 

Ia that clearer? 

You're not at your office, are you? 

Yee, I'm right at~ office now. 

Go ahead. 

I• it clear now. 

I hear fairly well . 

Yee. Now on theee of the J&paneae iaporta 
and exporte through ua. 

You gave me a bua eteer on that young fellow. 

On what 

On telling me that the Japaneee had stopped eend1ng 
their ailk over. 

No, here's what I mean, in quantit7. Now here'• what 
happened on our atutt, 1n and out. 

And aleo on the cotton. 

Yea, -now there 1 e -

183 
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ll: 

H.li.Jr: 

R: 

H.M.Jr: 

R: 

lf .II. . Jr: 

R: 

H. K. Jr : 

R: 

H.M. Jr: 

R: 

lf .II . Jr: 

R: 

If .li.Jr: 

R: 

H.li .Jr: 

R: 

H.li .Jr: 

R: 

H.M.Jr: 

- 2 -

Nine hundred andtb1rty a1x thoue&nd doll&ra aince the t1ret ot September , until the fourth ot Ootober. There ' s nine hundred and thirty eix t housand dollar• worth ot etutt that hae gone into Japan. 

Yee -

Ot wh1oh tour hundred and ninety tour thouaand 1e ootton. 

Uh- huh. Now that ' e juet What you handled. 
Yea, that ' • oure. 

Yea, but 1! you reMember, I don't know who gave you the !&eta, you told me that they were - thet there W&an't any a11k oom1ng out, you remember. 
On t he permit. 

On the what 

YCl.l mean on perm! t . 

llo, &ny e11k Jap&n -

On silk ooming out -

Yee 

On s i lk ooa1ng out t here's eight hundred and tit ty t1ve thoueend dollar• worth, on other -ter 1al e e1x hundred and thirty nine. 

Yea. 

And on goode to South Aaer1oa , e1xty eeven. 
Uh- huh. 

8o the t1guree t or t hat period are nine thirty e1x ln. 

Yea . · 

And a million t1ve e1xty one out. 

Yea . 
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R: 

H.a&.Jr: 

R: 

H.W.Jr: 

R: 

H.Y.Jr: 

R: 

H.&l .Jr: 

R: 

H. M. Jr: 

R: 

H. ).l . J r: 

R: 

H.a.t.Jr: 

R: 

H. li .J r: 

R: 

- 3 -

But on per.it t or exchange during that period -

Yee 

They- We'Ye out down to about twenty tiYe per cent 
ot no.-1 . 

Yea 

And th1e represents about - lees than thirty per oont, 
ot normal in and normal out. 

185 

Yea. Wel~ , that isn't their total silk business though. 

Oh no, no . That's not their total, that's Just our 
own. 

I know, and it you ' ll remember - I think whoeYer gaye 
you your tacte didn't get them quite right, because 
it you remember you told me you were doing about ninety 
per cent ot the business. 

Yea, •• have been. 

And aa near ae I oan tind out, as tar aa the silk ia 
coming out i n China, out ot Japan, it's about the 
normal amount. 

Well, then - th.ey - then it' a boon goi ng to other 
eouroee that we weren't tam1liar with. 

Yes . Well, we've gotten out a lot ot telegrams, I 
did a lot ot work on it. 

Yes. Well, have you got your other ti~urea. 

Well, I mean I've got figures which I can' t release 
beoauae we 've got aotual figures into the port, now 
under the law we're supposed t o turn those oyer -

No, no, I don't want them. 

No, we' re supposed to turn those OYer to Coamerce, but 
- so I ·~nt right out, s pent a little money and got 
the actual tiguros. 

Now probably what they're doing is beoauee we ' re making 
it a little more dittioult tor them to deal, they're 
probably avoiding the noraal etutt to ue. 
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K.Y..Jr: 

R: 

H.M.J r: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.II . Jr: 

R: 

H.M. Jr: 

R: 

H.II . J r: 

R: 

H.II . J r: 

R: 

H. II . Jr: 

R: 

K.M.Jr: 

R: 

Perteotl:y poeeible. 

That' e exaotl:y - nr:y 111tel:y what'• happening. 

Per!eotl:y poeeible. 

-
186 

)low I'• ooaing do1m to Waeh1ngton tonight, and I expeot 
to eee Hull in the aorning, 

Yea 

And giYe hia all ot our ·flguree on the whole eet up. 

Uh-huh. 

And it t h e:y're interesting to :you I ' ll drop oyer and 
tell :you. 

Well, I'll tell :you what :you do. 
to lea•e there, gi•e me a oall . 
bad morning toaorrow morning. 

Yes. 

Appointaente :you eee. 

Fine. 

When :you get read)' 
I can't - I'•• got a 

'fill you oall up when you get read)' to lea•e and I'll -

Yee, indeed I will . 

- Beoauee I'd like to see you. 

'fell! now, ot oouree, it :you got thea !rom the port, 
that e auoh aore aoourate than but it ehowe 
an;y run around, they aight be g1Ying to ue . 

Yee 

'l'hat Yery de!initel:y ehowe up in :your th1ng. 

'fell, I'•e aotuall:y got what'• in and out ot Aaerioan 
porte, - I got thea troa the Collector ot Cueto••· 
I aean what you told ae wae eo dieturbing that I went 
out and epent a lot ot aone:y to get that etutt. 

Yew. 'fell, now thle ie - it probabl:y 11 beoauee 
we .. de 1t harder tor thea to do bueineee, that thl:y 
Juet quletl:y went around and d14 it eoaewhere ell8. 
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H.M.Jr: 

R: 

H.M. Jr: 

R: 

H.II. Jr: 

R: 

R.II.Jr: 

R: 

H.Y. Jr: 

R: 

H.M.Jr: 

R: 

H.K.Jr: 

R: 

R. loi .Jr: 

R: 

H.l! . Jr: 

R: 

H.II.Jr: 

R: 

H.M.Jr: 

- & -

Yea. Wall I actually got the port tiguree. 

Well, then, that giYea you the atory very pertectly. 

Yea. 

Well, I'll - I 1lldrop in and eee you eome time, it 
you' re tree . 

You give me a rlng -

I'll give you a ring, an)"Way, Henry. 

Well, t h en, give me a ring and we' ll eee, but aa I 
aq on account ot t he Preaident coming in tomorrow -

Oh, yea. 

It1 a a bad morning. 

Yea. You'll probably have a very bad morning. 

Yea, but you call up. I made Ill)' announcement on what 
our financing wae tor October and Nov.ember thi e 
morning. 

Oh yee. 

And I told t hem that ae tar a a I ca.n toretell, at thla 
tlme, we'd ask tor no new money tor October and 
NoYelllber. 

I aee. Very good . 

And that we'd ieeue two montha - two weeke more or 
nine months . 

Yes. 

And then go to our llaroh l&th tax bill. 

I aee. 

And I announced that thie morning. 

That ' • Yery good. 

Aa tar aa I oould toretell, no new money t or October or 
lloYember. 
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R: 

H.Jt.Jr: 

R: 

H.M .Jr: 

R: 

H.lt.Jr: 

- e-

Ver, good. Al.l. right, then i f you're too buay 
tGaOI"I"OW, 1fh7 don 1 t heaUate to tell Jll"a. Uotr. 
to tell ae, will you! 

lea, that ' • r ight. 

.Ul right, fellow. 

Tba.nlt you. 

Bye, bye . 

Goodbye. 

....... 
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H.li.Jr: 

Burgess: 
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B: 

H.M.Jr: 

Hello 

Burgee e . 

Hello 

Go ahead. 

Hello, Henry. 

How are things going? 

All right. 

Ootober ?, 1937, 
3:00 p. m. 

How do the Government bond dealers reel about Ia)' 

announcement. 

Well, I haven't talked to 11111n.r ot t hea e1noe, and 
I haven't heard any ooamente, to apeak or. 

Uh-huh. 

I'll have more in the morning, when I've talked with 
them more. We eee them all in the morning -

Oh. 

I didn't want to call them epeoiall.r. 

Well, attar you eee them toaorrow, will you give ae a 
ring. 

Yea. 

Some time between, eay, eleven and twelve. 

Yes. The oommente I've heard - nobody ' e very auoh 
exo1ted about it, eo tar. 

Well , that'e good. 

!hat' s tine. These Central New York bonds have gone 
pretty welL. 

Well, that'• encouraging. 

And the Idaho Power are all right. 

Uh- huh 
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And~ Continental Can ie a ll right, ao that'a 
Yery encouraging, 

Well, the only thing then 111 the Pure 011 and 
Bethlehem. 

Yea. Bethlehea i a very aour. 

And the - aaybe we'll haye to g1Ye them a war or 
aoaethin.g. 

Well , I wondered ir we weren't going to. 

And then there's still ao•e- how aany or thoae 
Port authority are they kicking around1 

Oh, not acre than aeYen or eight alllion. 

How 111any 

8ayen or eight 111111on. 

Uh-huh. I aee. 

'l'here' ' e one or two othera t hat are kicking around" 
little. I auppoee there'a a hundred 111111on aturr 
piled up. 

Still 

Something lUte that, yea. 

Uh-huh. All right, well atter you've talked to the 
GonriiMDtbond dealer• tomorrow, I •ean - I haYen't 
talked to any or thea, today' -

Yee 

And - I'll appreciate you calling me. 

Ver7 good . 

Thank fOU. 

rine, goodnight. 
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GROUP !lEETING October 8, 1937 
-9:30 a .m. 

Pr esent: 

H. M.Jr: 

Gaston: 

H.rA . Jr: 

Gaston: 

H.M.Jr: 

Gas t on: 

B. III.Jr: 

Gaston: 

Lochhead: 

Gaston: 

Kr . II a gill 
llr . Gasto11 
Kr . Oliphant 
llr . Gibbons 
Kr. McReynolds 
lliss tlocbe 
l.lr • Lochhead 
llr. Haas 
llr. Upham 

Duffield in writing that story estimated - oh, I 
don ' t know, a financing of a billion, a billion 
and a half, for next year - I mean for December. 
Wish you ' d send for him. All you've got ~o say 
is, •Take the deficit. If the d ef'icit is as grea t 
the second quarter as the first quarter •••• • - I 
think the deficit wa s about 207 mi~lion. 

Yes. 

•Let l s say it ' s Just as gr eat . Well, we go along 
until the middle of December, and we m.igbt have to 
raise, we'll say, another quarter of a billion 
dollars. We 've got 450 million to pay off and we ' ve 
got to r a ise maybe 250, so that would be 700 million 
dollars.• 

Yes, but tha t doesn't take account of the investments 
in the Social Security funds too, which lessens it. 
I t' s all a question of the gold, I suppose. It's 
Just a guess as to the amount of gold. 

Well, they allow a quarter of 
gold from now until the 15th. 

a billion dollars for 

You mean be did in his story? 

No, be ... : •• 

He ulowed a great deal more for it. 

lie allowed a great deal. 

I' ll ask him bow he figures it. 
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Yes, that's the point. He 1 s tbe only one · tbat•s 
done it and be' s all wet , 

Yes, I ' ll do it . 

I don't want to do it. It would make it too 
important. But he 's all wet . And simply mske 
him put down his figures . 

Duffield hasn't been right for some time. Be ' s 
been worri1ed. 

I think you111 do h.im a kindness . Because the 
Wall Street Journal ' s Washingt on office was wrong 
on this whole question of fi.nancing . I t hi.nk 
you' ll do h1m a kindness if you send for him and 
let him put it down, and show him where be ' s wrong. 

Yes, I ' ll do that. 

Tbe· other thing, strictly wi thin this room - not 
very complimentary - partl y to make a record and 
partly to inform you, i s this . I had a long talk 
with Henry Wallace this morning. Of course be ' s 
the fellow who bas been doing most of the t alking 
about an extra session - and as I say, this is very 
confidential - and I put 1t up thi s way to him. I 
said, "Henry, do you consi der that getting through 
your crop control bill is a sufficient emer gency 
that the Presi dent should call an extra session of 
Congress to handle that?• 

And he said, •No , I can~t say that it is.• He says, 
"If we could get our bi~l through by the 25th of 
January, it would be all right.• 

And Bill Myers said if be gets b.is bill through by 
the fir st of Karch, be 1 s al l r ight. 

And the other thing wbicb i s inter esting: the three 
plans which be bas in mi nd - be hasn' t got tbe 
slightest notion bow tbe President f eels about any 
of them. I mean I'm just giving tb.is • ••.• 

And on the wages and hours, Kis s Roche - I mean tbe 
pos ition tha t I'm taking is t hat it is much more 
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important ror Labor to know what the dollar i s 
going to bey next year t han to have a Wages and 
Hours bill next month. I mean they can wait until 
Ja.nuary and February. If we can ' t get this question 
of knowing what the dolla r is going to bey - settle 
the Wages and Hours bill with an unsettled purchasing 
power or the dollar, it may be very bad, see? And 
what I am trying to do i s to get the President to f ace 
the s i tuation - Bow much are we going to spend, and 
bow much are we going to collect, total sums? - so that 
Kr . lfagill can tell how much he should work for. Now, 
be wants to meet with Mr . Dougbton Konday, and they 
want to commit us . We can't commit ourselves if we 
don't know bow much money we•re goi.ng t o spend. It ' s 
like anybody 1 s family budget . 

And so Wallace comes back and says, •Well, we•ve got 
to have nati onal abundance .• 

I said, •That ' s swell . That ' s one part of the pic­
ture . But first you•ve got to put all of these things 
together. And if Labor has the purchasing power of 
a hundr ed or i f it bas the purchasing power of its 
dollar, anything that might vary that 25 percent up 
or down makes a great deal of difference to them~ I 
don't know whether you - I ' m not arguing for or against 
t he Wages and Hours bill; I 1m simply arguing for a 
postponement of calling Congress until we know where 
we•re at . 

Which Wages and Hours bill , might I a sk? 

Pardon me? 

Which Wages and Hours bill? 

I mean here' s Wallace talking for an extra session 
of Congress - has three different plans for control 
of crops and adaits he hasn ' t had a chance to discuss 
one of thea with the Pr esident; says tha t Smith will 
come here the 15th of October, begin to hold hearings, 
basn• t got the slightest notion; and also says that as 
far as he ' s concerned it will be t errifically embarrass­
ing to have Congress here, because everybody' s going 
to jump on bim about the pri ce of cotton, and it may 
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cost the Treasury another 75 to a hundred million 
dollars this year in order to sat isfY these fellows , 
because they may Just take t he ball and run away with 
it . 

Now, I•m t rying t o find out who does want an e xt r a 
session of Congress . 

I think lliss Roche is suggesti ng that the situation 
is about the same with reference to wages and hours ; 
that there isn' t a definite policy about that . 

There is great division, sir. 
course, in Congress and among 
something done, as they say. 

But they don•t know what . 

Great deal of difficulty. 

There was even, of 
the people who want 

Well , you wouldn' t feel - let me put it this way: 
postponing this thing until January isn' t going t o 
be of any hardship to the man or woman who i s known 
as a workman . I don't know- I mean •• • • • 

No, I think the only point on that, sir, is t hat if 
you have three or four things, all of wllich are 
lmportant, and Congress doesn ' t meet until January, 
with the primaries starting in Karch, they 1 re going 
to go ahead with the things they want to do and a 
lot of things are going to be put over again. That ' s 
the general feeling . 

There are four things: Wages and Hours, Crop Control, 
Reorganization of Gover nment, and National Resources. 

Uh- huh. 

Well now, I happen to know that the man t he President 
brought in here to do the Nati onal Resource s , t hi s 
engineer from Philadelphia - 'ltha t 1 s his name? - ••• • 

Morris \iooke. 

Morris Llewellyn Cooke. 

He threw up the sponge, quit , couldn' t handle it; 
gave h1lll three di fferent plans . 
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That's the r egional planning. 

Just threw up the sponge after he was here two weeks. 
So there ' s nothing ready for the President. 

Reorganizat i on- as the President himself says, it's 
a nice gbsture towards efficiency in governaent, but 
doesn ' t save anybody a nickel, because we had it in 
the State of New York, had it in the State of Virginia, 
and it didn't save a dollar. So there's no emergency 
about that. 

Wallace admits he 's not ready. 

Miss Roche says - I take it that Labor hasn ' t agreed . 

None of these l abor people have agreed on hours and 
wages - four different opinions. 

I can think of a thousand reasons why the President 
for his own sake shouldn't have a meeting . I mean I 
Just want to give Kiss Roche a chance to tell, not 
as an Assistant Secretary of the Treasury, but • ••• 

Yes. 

I mean whether you think I 1m ••••••• 

I think you're approaching it very soundly. 

•..• whether the course that I 1m taking is going to do 
anybody an injury. 

I think that would be not at all the case if these 
things go through in the regular session. I think 
the only argument for starting earlier is that there 
is very grave doubt if any of these things that either 
Labor or farmers care about will get through by Karch. 
The t • s the only thing . 

Nell, that - that's in the lap of the gods, isn't it? 
And if they're in a hurry to get away, the chances 
are possibly • • .•.• 

They won 1t. 
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They either won't get away .. . . . How important 
is it for them to get away? And I'm perfectly 
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sick end tired of seei .ng halt-bake-d bills introduced 
and found t o be unconstitutional end go through all 
that thing once more. I haven' t talked to Kiss 
Perkins; I don 1 t know whether she's ready . But 
certainly no one could be more frank than Henry 
Wal lace, who admits be isn't ready and hasn't got 
the slightest idea what the President bas in his 
mind. And he's never sat down with us - "How much 
is it going to cost? Can we afford it? Is the 
money ther e?" The answer is, "The money is not there . " 

Wages and Hours won't be any • ••• • 

P;~rdon me? 

Wages a nd Hours won' t be any great cost. 

No, no. But there are only two good reasons to cell 
a special session: Wages and Hours, and Crop Control. 
I don ' t consider either Reorganization or National 
Resources ..... 

Why wouldn' t the thing - next year there will be an 
election of these members of the House and one-third 
of the Sena te; and 1f they don't put this stuff over 
by Karch, walt a month and let the President call an 
extra session, put them on the spot. I think it would 
be better politics. 

Well, Steve, the way ~ mi nd i s working is this -
I mean if this thing is good for the country , it's 
good politics . I don't think we should think merely 
of what is good politics, but what is good for the 
~ountry, ond this time t hat's good politics. 

Merely answering Miss Roche . 

If what we do is good for the country , good for the 
working man, tha t 's good politics. 

Sure. 

And I can' t see that anybody has had a chance to 
think t his thing through. Whot• s the use -you 
(Magill) say to me you're going to see Kr. Dougbton 
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tomorrow and llonday and they want a blank check 
that we 1ll back them up whatever they do . Now, do 
we need 800 million dollars, do we need 600 mill ion 
dollars? Bow can you and I tace llr. Dougbton end 
llr. Vinson unless we know? I'm not fighting with 
Wallace whether be should spend 500 million dollars 
or e billion. lly fight is, Are we going to spend 
six billion, seven and a half, seven billion; what 
are we going to spend? Then we can go about the 
tax program intelligently. But until I have, what ' s 
the use of fiddling around on what is important but 
are details compared to the total, the total figure? 

Tha t • s right. 

Now, I jus t want to give anybody in this room a chance 
t o shoot ba ck at me and hi t a s hard a s they want, if 
they think t ha t , man to man, I'm thinking along lines 
which aren't f or the best for the ma jority. Now, 
th.at 1 s - now, Itve said a lot and I'll listen. 

The demand for ••.•• 

Anybody can hit me and as bard as they want. 

The demand for an extra sessi on could be l argel y met 
if the President, instead of calling an extra session, 
would set up the machinery to get agreement on wages 
and hours, to g et agreement on the tarm program, in 
advance of the regular session. 

Well, t hat would be the intelligent way to do it. 

Tha t would t ake care of the demand for the extra 
session, in the minds of reasonable people . 

Just because that last Wages and Hours bill - if the 
Congress bad gone along for three months longer, 
there never would have been agreement on it, and 
it wouldn't have done very mucb for Labor a nyhow. 
It would set up boards and it would take three years 
to find out ••.• 

You notice I •m not saying anythin~ about business 
psychology, the financial cent ers, and all tbat. 
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I'm not u.sing t hat as a.n argWDent, But certainly 
at no time since the fall of • •••• 

I was going to mention that ' s a very important 
f actor; you don't know wha t ' s coming out of this 
next Congress 1D the way of increased taxes . 

I don ' t want to use that, because if I do they 
immediately throw back that I'm just a s bad as the 
rest of them. 

Yes, in t erms of the Ri ght . 

Well -yes, but I mean it's - anybody that pi c.ks 
up the papers can tell how these babies reel. 

1S8 

Well, as you say, everything that ' s practically been 
done her etof ore has been just sort or haphazard - get 
the things half way through, find it's unconstitutional, 
or it won ' t work, or something . You ' re approaching it 
in a very intelligent way. 

Miss Roche, are the l abor unions , the two g r oups, 
A. F. of L. and the C. I . O. - I mean are they ready -
I mean from their standpoint, pos tponing it, is that 
good or bad? 

Well , tney both had in general - both gr oups endorsed 
the wages aDd hours legislation. There were points 
in the various measures on which there was disagreement , 
but by and l arge you can say the entire l abor group, 
both f actions, are back of some wages and hours bill 
which will s et up a floor for wages and a ceiling for 
hours. That ' s the general idea. 

Vi ell, supposing you didn' t have an e xtra session -
I mean would they feel they' d been l et down? 

Well, they would most certainly, I thin!t, and rightly, 
if there were not specific arrangements made for it 
to have either first or second place in the January 
session. 

Well, on the other hand, I take it they are not satis­
fied the way the bill i s written. 
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Well , there were many different ones used. 

There would be hearings, so forth and so on, now, 
to get ready tor January. 

Of course, they had extensive hearings. I should 
think with a few successive meetings of various 
sorts of legislators they could work out something, 
end the Labor Department •• • •• 

Well , supposing it is said tha t first comes 
Agriculture. 

I don ' t think they need more hearings. 
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The Agriculture bill comes first. Then the lynching 
bill comes second in the Senate. You know that. 

Roche: Yes . 

H.II .Jr: 

Roche: 

H. J . Jr : 

rioche : 

I:I.II . Jr: 

Roche: 

H.II.Jr: 

Roche: 

H. 'd .Jr : 

Then third would come Wages and Hours. I mean that 
isn' t the order that I ' d put them in, but I mean 
that ' s what ... 

Oh-huh. 

••• would happen, wouldn ' t it? 

Yes, and I would expect a long bitter battle on the 
anti-lynching bill, and Wages and Hours to go over. 
I mean I think that's Just realistically how they 
will argue about it . 

I • m t r ying to get my arguments together , end where 
are they unsound? 

I beg pardon? 

I mean I'm tryi.ng to argue with JQYself. 

Oh yes. 

What I ' m trying to do is , I'm advising t heP.resident 
not to call it. I've got one chance in ten. The 
cards are all stacked against me, and I ' m trying i t 
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out on you people . And where am I arguing unsoundly? 
I mean am I doing something narrow, purely f r om 
Treasury - am I too Treasury-minded? I mean that 
sort of thing. See what I mean? I don't think so, 
because I tbink the funda.ment al thing - I mean if we 
take any lesson from Europe - is to get this dollar 
so t nat you continue to buy the working man and the 
f armer a decent return f or his money . I think that ' s 
the most i mportant thing, and I think we • ve got to 
stop t alking about balancing the budget or el se say 
we ' re not going to balance the budget, come out point 
blank end say we're not going to balance the budget 

, 
or we are. But let ' s stop fooling the people, because 
t hel have lost complete confidence in anybody . 

~!F!'--. 

Haas : 

H. ll.Jr: 

;icR : 

llagill: 

H. II . J r: 

MeR: 

H.!J. Jr: 

I mean even Archie was going to believe I was serious 
about i t L unti l yesterday Roper came out and talked 
again. ~hen be said, "Well now, I don' t know where 
I stand . " 

Yester day and day before, and day before that . 

I mean I almost had Archie conviaced we were going 
somewhere . 

Is that because Roper ' s people talked to Roswell 
yesterday? 

No, be made another speech. 

Well, anyway, that 's t hat . 

Mac, you got anything? 

No . 

I don't f eel very happy- you fellows are tak.ing the 
thing in band, but it seems to me t hat Interna l Revenue -
tha t they should be as bedl,y off as they are in handling 
the Social Security tax is a pretty serious matter . 
That ' s one bla ck mark . Black Mark Number Two - the 
fact tha t t hey haven't collected this money from the 
r ailroads. And certainly the memor andum that you 
(Magill) wrote them - anybody who could read English 
could under stand it. Now, wha t it does to me is - naow 
many other things are ther e?" 
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I'm afraid there ' s a whole business . This week, 
it Just hGppens, there ' s been one succession of 
s~ar instances . 

Have you put tbe111 down? 

Yes . 
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Well, certainly that note that you wrote to Helvering 
doesn' t leave any question. 

I don' t see how you could have written any other 
note, do you? 

No. He's away, isn•t be? 

Two weeks . 

What ' s that for, election? 

I don' t know . 

I - no, I think it's personal. 

It Just raises the whole question. How much are you 
1n on this thing, Mac? 

well, I know Graves talks to me every day about the 
program as we go, and I'm spending an hour or two 
every day with b1m. 

Well , I think it's well worth your while. 

Cy? 

.Nothing • 

Ask Miss Chauncey what she did with your reports. 
I haven't got them. 

She said she sent them up to the hotel. 

~he hotel! I don' t live there any more. 

Or your home - wherever you are . 
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Well, 
seen. 
But I 

they're not 
Will you? 

haven't got 

there . EYery single thing I've 
If necessary, ask Secret Service. 
thea. I'd l ike to read them. 

Nothing since St . Louis? 

Nothing since St . Louis . 

Nothing . 

Nothing. 

Nothing special. We had some very interesting health 
conferences in New York. 

George? 

I have nothing . 

Herbert? 

I don' t think of anything. 

The J<dvisory Council was in yest er day to see Roswell . 
Vle didn't have the newspapermen in, because t hey told 
us both before and during the meeting tbat their lips 
wer e absolutely sealed. 

Uh-huh. 

Are you {Oliphant) going to be here this week-end? 

Yes, sir . 

I mean are you going to go down to the Bay? 

I have no plans . llrs. Oli phant has driven west . 

Pardon Ide? 

llrs . Oliphant has driven west, so I haven't any plans . 

Well., tomorrow 111orning I'm going to Mrs . Hopkins ' 
funeral, so I won't - I wouldn't - won' t work this 
week-end. I'll take up - I t ell you, about 10 o ' clock 
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Monday we'll do this r oad thing. You don ' t want 
to do it now? 

No . 
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I mean so you won1 t think I'm going to hold you ott• . 

~/ ell , I haven't a ny •• •• 

I•ll say 10:15 Monday. 

To r eli eve your mind on that Revenue thing •• • • 

Yes. 

• •• the r eason why I nternal Revenue is in i ts present 
situation with respect to that collection, i s that 
Treasury undertook - after being convinced t hat 
Soci al Security Board wouldn't do the Job on these 
informa tion r eturns, they undertook, at t he very 
insistent r equest of Social Sec'-ll'ity Boar d, to do 
the Job of auditing those r eturns. 

I know. 

Aud that ' s the r eason why we ' re behind. 

\?ell, we kind of asked for it. 

No l'le didn't. 

Well , we sort of went around and said, •Social 
Security, you can't do them . If you want to see 
a good Job done , the Tr easury will do it.• 

We did that originally. 

Yes. 

And they turned us down. But after they took it 
themselves, then they came around and said, •You 
ca n do it better than anybody else and we wish 
you'd do it.• Now, there ' s been a succession of 
circumstances; lack or information available, l ack 
of deci sions by the Board, made it very diffi cult 
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II .M.Jr: 

MeR : 

H. li .Jr: 

r.lcR : 

11. 14.Jr: 

llcR : 

R. I.I .Jr: 

MeR: 

0 ' 
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for our men in the f i eld. I came back from 
California in Karch with tbe idea that we'd have 
to make a definite survey in every collection 
distric t i .n order to get at the t axpayers, and 
talked to Altmeyer about it. He said, •No, our 
r egistra tion records will be sent out there in the 
course of the next sif weeks, and it will be suffi­
cient.• Well , it isn t sufficient, it doesn' t do 
aqy good, and we ' ve g6t to do what I suggested then. 

You better Nrite a history of this thing and have it 
put up, because t his is the way I work. We put 
Harold Graves on this thing. The first thing that 
I know that the thing isn't going well is when 
Harold Graves throws up a red flag and says, "Danger 
signal . " You better write a history of this thing -
just whet your connection has been, and what is your 
relat i onship with the Board . And, the firs t t hing 
you ~ow, we 're going to be the goat . You heard 
Molly Dawson, huh? 

She didn ' t talk that way when she left me . 

\'/ell, I still say you better write a history for 
your own sake as well as the Treasury ' s sake. Will 
you? Just because you can let married people work 
in the Treasury i s no rea son why you should be so 
coclcy. 

But seriously, you better ge t busy, llac. Because 
supposing somebody sends f or me and says, •Well, 
the Treasury ' s f alling down.• I don't know wha t 
t he answer is . It was 1n your hands up to the time 
we put Harold Graves i n there . 

Well, my hands merely as a contact man. In the 
hands of the Commissi oner of Internal Revenue now, 
t o do the Job. 

I again say you better write me a history. Wil l you? 

Q.J{. 

You're watching it for me. 

I have been every minut e . 

Regraded Unclassified



Haas : 

H.Jl.Jr: 

Haas : 

H. !o!.Jr: 

llaas: 

a. 'A.Jr: 

Baas: 

H. M. Jr: 

-15-

Kay I ask a questio•? 

Yes. 

Have you definitely decided to put out the budget 
summation? 

I have, but it's the President ' s budget summation. 
I mean it' s one of the recommendations I make to 
him when I see him. 

205 

The reason I asked - you said you wanted to personally 
go over those figures. 

I kno•K 1 but between the time be says he• 11 do it and 
the time he does it gives me time enough to sit down 
with you. 

Yes . I Just wanted to make sure. 

Before we made this decision about how much money 
we 're goi.ng to borrow from now until the first of 
December I had to be very c areful . I•ve done that. 
I think I wa s right. I think the Federal Reserve 
crowd was awfully wrong. • ime will tell. 

Anybody got anything else? All right . 
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• 
INTO orne• COMMU NICATION 

..... OCT 8 1937 

To SecretarJ lorsentbau 

roo• Honoan Oliphent 

Attacbed is a list or the agenci .. al1 or a part ot wboae capt tal. 

was ad-.ancsd by the Treasury diractl;r, or 11ldirectl;r through the RPC. fbe 

advance in each case appeared aa an axpend1 tura 111 the bU£1&et. To tba 

extel1t that the rra .. ur;r could, w1 th or w1 tbout 1Aipalat1oa, s•t theae 

advances hack, their ratum would ( Wlder present practice) conati tute 

receipts tor budget purposes and would reduce interest outlay by decreaai~ 

bor~ or reducin& the public debt. So tar u asenciea are set~ 

their operatios expenses from their capital. invested in Govel'DIIent bonds , · 

budsetary control ot such expenditures io circ11111vented and the publio 

debt is nesdlAissl;r lnoreassd. 

How and to what extent can these capital. funds be recaptured, 

with or w1 tbout lesielatiOilf fbe answer to this t wof old questiOil oanoot 

be exteapori%sd. Inataad, each of the liatsd agenciu would ban to be 

thoroughl;y probed t o get cleal'-out answers to a aeries of quest1011s about 

it, such as the t ollowill&• 

1. Doee it now lw:ra aore capital than it .....sa, aae...tnc 

no chaOS& 111 1 ta set-up or worlct This might be true ot eoae or 

the tar. cradit agenciea . 

2 . It t he agency 1a 111, or beaded for , liquidatiOD, can 

capital. ba recapt ured b;r apeediDS up s uch liquidatiODf 

Proaia1ng t .- tl:da ancle are RPC, PIA, lllLC and P'lll aodero1aa­

t1on l oana . 
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3. Ia the aaeney pertol'!ling a t\motio11 which the 

Goveraaent neod no l011ger pertol'll, aaau.J.ilc appropr.l.ate 

legislation to effect tl'aruli tiont SOIIetbing on this score 

llight he totmd by a tboroUih-goillg naa1aation ot such 

agencies u the Export.-Iaport Banlt and the RPC llortga&e 

Corporation. 

4 . Was t he agcnc:r set up merel;r because of oome Umitl\tion 

in the law, and hence could all or part of 1 to capital be 

treed b7 aerging 1 t w1 th anotMr ageney having the neeeSSUJ' 

capital? Here tall such agencies aa the Cocmodit;r Credit 

Cor;>orat1on, the 1U'C Mortgage Corporation and the Export.-Iaport 

Bank. 

5. Could the public or private institutions be induced to 

suppl;r all or a part of the capital or the agency now suppllod 

by the Government? Tbua, could •ore ot the capital load ot 

FDIC be thrown on the insured b&nks? llerP should be exaainec! 

certain ot the fum credit agencies , the federal SaYings and 

Loan Insurance Corporation, the Home Loan Banks "nd the Federal 

Savings a nd Loan Asaocintions . 

6. Could the agency be currentl)' ti.D&nced by taxes and 1 ta 

capital thereby treed (or return• to the Treas....,., Thus, the 

President's amd.ety tor a spec1<ll tax on boats in coastwise 

and i nland ehippiD& and on "110torboate to -.ke thea bear pert 

of the coste ot the harbor and inl.and-watenra:r illpro.,..•nte 

might OIAke 1 t poeei ble to free the capital of the Inland 

Waterways Corporatioa . FilwlciD& by ourrent taxation ot the 

2U9 
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l.iaite4 porUoo ot the o.....nt;r eepeoi&llJ' buatite4 b)' tlw 

&18110,)' in queat1CIIl 1a a poeeibili tor whlob lbolll4 be eu.1nec1 

aa to all ot tbeee acenoiea , 

7 . Pill&ll;r, &lid quite iaportent, • liT •• to each ot theM 

agencies clo we 11&'1'8 a oapi tal set-up at all aa opposed to a 

n0111nal e&pital &lid a Une ot c1'841t with tlw f1'8aaUJ71 

L. .. l~ 
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Operator: 
J l lll 
Farley: 

H. lo! .Jr: 

r: 

H.II.Jr: 

F: 

H.II.Jr: 

lolr. Farley. 

Hello 

Jilll 

Yea 

October 8, 193?. 
10:06 a . m. 

212 

Have you got a moment . Jtm, I want to tell you what 
I'm trying to do, I don ' t know whether we're together 
or not, but I'm trying to influence the President not 
to call an extra session ot Congr ess. - Hello. 

Yes, wel l I haven't any viewe on 1t. 

You haven't. 

F: ~-· 
I mean- no I haven't . 
I'm not tied or bounds 

Frankly, I preter not, but 
- oomm.itted any way. 

H.II.Jr: 

r: 

H.II.Jr: 

F: 

H.!l.Jr: 

F: 

H.Lt.Jr: 

F: 

H.lt.Jr: 

Well, may I give you a tew reasons why I think he ' s 
making a major blunder it he does. 

Yes . 

One reason is crop control, see. 

Yes 

I talked to Henry about i t, and Henry aays frankly 
he's got three plane - he hasn't had a chance t o check 
a.ny ot them with the President, and it he got hie bill 
through by the 27t h ot January, he could get by, it 
would be a littl e ditticult eee - hello 

Yes, go ahead. 

I t alked to Miss Roche about the wage and hour bill, and 
she said it the President would indicate that they're 
going to have it in January, that Labor wouldn't have any 
great kick, see -

Yee 

What I'd like h1.11 to do is t o do what he eaid he wae 
going to - really put hie ll1nd on t his questi on ot t he 
budget. 
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H.I! . Jr: 

r: 

H.li . Jr: 

F: 

H.I! .Jr: 

F: 

H.l.l. J r: 

F: 

H.lf .J r: 

F: 

H.U.J r: 

F: 

H. II.Jr: 

F: 
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Yes 

Which he hasn't done, and wblch le in a very bad 
shape, eee . 

I see 

213 

And before we decfde any new legielat1on, he ought to 
decide how much we are going to spend and how muoh 
taxes we are going to raise. 

Yes 

We don't know, he doesn't know because he hasn't 
looked at it, and I think rrom the standpoint or the 
country, it he' d say that he was going to sit in and 
have these budget hearings tor a month, a great deal 
ot confidence would go out among the business men, 
and God knows we need t hat. Now on the other eide 
why give all hie enemies a sounding board wi th 600 
newspaper men in 11eten1ng to him and they all come 1n 
here, Bert, Weaver and all the rest or them t hat's been 
behind t he President and t hey've got somebody to l i sten 
to them . 

Yes. 

And I can th1nlt or a hundred reasons why he should. 

Has he definitely made up hie mind. 

No, he has not. It is not so. Jim, the only argument -
t he last time I discussed it with him - be indicated 
t he reason he wanted it now was it he waited until 
after the first of the year , they get jammed up, and 
wi th the rest or the stutt, they wouldn't do anything -
they ' d murder it like they di d before. 

Well, I tell you Jim, 

Yea 

I don't know- we really need a breathing spell, to 
get a chance to tell which way we're going. I haven't 
seen the business men since last November '33, aa­
ae jittery ae they are now. 

Yes 
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H.II. Jr: 

F: 

H.II .Jr : 
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H.II .Jr: 

F: 

H. IJ .J r: 

F: 

H.W.Jr: 

F: 

H. I! .Jr: 

F: 

H • .Y .Jr: 

F: 
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And it's getting steadil y woree. 

I see. 

214 

I can't - I can't see anything in it t or the President­
I can see a hundred reasons Why he shouldn't. 

I wonder it they are going t o bring lt up today. 

Well, 1! he doesn't, I'm going to. 

I see 

It I get a chance, and Wallace has been t he !ellow 
who's been talking publicly about lt, and I had a 
heart to heart talk with hlm and he said well lt would 
be d1!!1cult but he could get by, but he said on the 
other hand, he said when the Southern Senatore ln 
Congress come here they may jump h l m on the cotton, and 
it may coat us another seventy !ive to a hundred mill ion 
dollars. 

Yes 

Now we're ln the hole tor thie year, now, ! iva hundred 
million dollars. 

I see. 

And the President keeps talki ng a bout balancing the 
budge~ and you can 't do 1 t unleee you really put your 
teet h into it. 

I eee. 

And, I think we've got to - just catch our breath. 
Now it there was anything in it tor him, I'd eay 
ewell . Sure we've got to have a ootton crop control 
bill, sure we' ve got to have a wage and hour, but - but 
I don't think he'e going to lose anything by waiting 
until the !iret o! January, and the people really are 
terribly frightened, and -

Well, ot course they get that way . 

I know they do, but each one talks to the other and each 
one gets a little bit more !rlghtened and attar a While 
they talk themselves into a depression. 

Yea. 
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H.li .Jr: 

r: 

H.l!.Jr: 

r: 

H.JJ . Jr: 

P: 

H .~ .Jr : 

r: 

H.U.Jr: 

F: 

H. J.\ .Jr: 

F: 

H.lt . Jr: 

F: 

H.I!, Jr: 

r: 

H. lt .J r: 

F: 

H.tt.Jr: 

F: 

H.lt.J r: 
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Now, I 'm not frightened - I ' m not frightened, but I 'm worried. 

Yea. 

I'm real lJ worried. 

215 

Well, I ' m goi ng to try to see him this morning, and I'll try to get hie reaction. 

And - I Just wanted to tel l you, as man to man where I stand. 

Well, -well I haven't any views, see, I mean, I­

Well, I really think rrom hie standpoint and trom the 
country, it'd be a major blunder to get them in here. 

I see. O.K . I'll see what I can tind out trom him, 
see how strong he really is. 

O. K. 

Now, listen, t hank you very much tor that Minnesota 
t hing. 

Well, -

The reaction wae all right up there, I mean - the 
newspaper reacti9n was all r i ght. 

Well , you put it up on a basis I couldn't turn you down . 

Well, 

That ' s all 1'1ght. 

I was terri bly depres sed beoauea I wanted t o keep -
we could go that way aeeum1ng the tellow was all right. 
And you ' ll tind that that reac t i on up there 1s all right. 

All right. 

Even Landis said it was all right. 

Well, I'll take your word. 

Did you know that. 

No. 
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H.M.Jr: 

r: 
H.M.Jr: 
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Well, he eaid it wae all right. Said the appoint .. nt • a• a 
good appo1ntaent. 

All right . 

O.K. 

Goodbye •. 
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H.at.Jr: 
Randolph 
Burgess: 

H.lt .Jr: 

8 : 

H.a.f .Jr: 

8: 

H.l!.Jr: 

B: 

H.M.Jr: 

8: 

H.Ai .Jr: 

8: 

H.M.Jr: 

8: 

H. IJ . Jr: 

8: 

H.II.Jr: 

8 : 

H.M.Jr: 

Hollo 

Good aorning, Henry. 

Hello, Randolph. 

Ootober 8, 1937. 
11:10 • •• • 

217 

Well, I talked w1 t h a nuaber ot t he dealers , and Ua.nning 
talked w1th aoae ot t hea. No one ie Yer:y auch 
oxoited. I oan't got auoh rea c t ion etther wa:y . 

Well , that ' s good. 

I th1nlt eo, :yea. 

Yea 

'l'be onl:y ,_.on who expressed auoh opinion either wa:y was 
·Jnae . 111111-. he aaid he was disappointed. 

Disappointed. 

He eaid he thought 1t Just postponed any dittioultiea 
there might be. 

I see 

But he's t he onl:y one 

Uh-huh. 

8a1d it a eana talt1ng down t h e War Loan depce1t 
ot the bank. 

Uh- huh. 

Makes them a little lese eager to bu:y 
which ie no groat matter. 

Uh-}luh b:y tl\e 
'l'be papers didn ' t underatana it yer:y well ae :you oan eee/ 
a orn1ng paper. Ot course t h e papers Jus t gan part 
ot what )'OU eaid. 'lfi th a tull n:planat1on he got 1t 
pratt)' well. 

Uh-huh. 

Regraded Unclassified



8: 

H.Jt.Jr: 

8 : 

H.loi . Jr : 

8: 

H.U.Jr: 

B: 

H.l.I .J r: 

8: 

H.!A.Jr: 

B: 

H.M.Jr: 

8: 

B: 

H.li .Jr: 

B: 

H.U,Jr: 

B: 

!i.I.I .Jr: 

8: 
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Mow the other fellows, aost ot the• 
no special reaction to 1t, 

and eo on. 

Uh-huh. Well that ' s al l right. 

Well, the reaction 1s all right. 

Mow, you ' ll have to walt until about the 15th ot 
December, and then we'll have dinner together and -
i t 1t goes well, I'll give you a dinner - and -

It we run into trouble I 111 give you one. 

That's righ~ _ 

0. K. ·-
How's that. All right. 

That's t1rst rate. 

All right, Randolph. 

Otherwise - the market 1s all righ t, these issues 
have gone pretty well, you know - the Central Mew 
York power has gone pretty well. 

Good 

And the Idaho Power, which looked a little bit sour 
at t1rst, has gone over all right. 

Fine 

8o that's pretty well olea.ned up, the only two things 
the Bethlehe• and the Pure Oil and a t ew ot theae 
little things. I'll write you a little note, perhapa, 
today -

I wish you would. 

Thank you very auoh. 

O. K. 
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P&RJ.PHJUBJ: OF TI:LJ:GJW( REOJ:IVI:ll 

FROW: Aaerican Embassy, Paris, France 

DATE: October 8, 193?, noon 

HO.: 1413 RUSH 

FROW OOOHJUN. 

~19 

Yesterday the Ffencb control lost !oreign e~change 

i n t he amount o! S6 million !ranee. I visited the Bank 

of France t hi s morniDg, and up to 11 o'clock the control 

bad not been obliged to give up any !oreign e~change; 

officials were pleaaed that t here i s thus a diminishing 

of the e~ort presaure. One o! the o!!icials said he 

did not t hink there was any hope o! t he franc gai ning 

any of the ground lost vi9e.-vie other currencies, but be 

said conditione might soon develop which would prevent 

a further drop in t he franc. 

This particular official made r eference to the 

belie! that t he chances for the Radical Socialists in 
in their !aver 

Sunday 's election are being improved by the withdrawal/of 

certain •moderate• candidates, thus t hey are strengthened 

against the Le!t party. It is also the understanding o! 

this official that Paul Rey, sensing the ch&Dge toward 

conaer.atiaa, is now willing and a.en a~ious to fit into 

a Wunoz government aa Minister ot Finance if the election• 

go against the Left - which be wae not willing to do a tew 

days ago. 

WIL80I . 

i:.t.: LD 
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LJ :S GRAY 

Paria 

Dat~d OctobEr a, 1937 

REc 1 d 5:10 p . m. 

Srcrttary of StatE, 

l".ashington . 

1415, OctobEr a, 4 p . m. (SECTION ONE) 

FRO!! COC:~RAN . 

At the opEning of market French con~rol sold a litt:t 

sttrli~g bttwten 150 . 35 and 40; later acquired som~ aroun~ 

150 . 20 a."!d to'Nard closE of aftErnoon appEarEd to b' giving 

agair. . Exchans c markEt was thin and ncrw.us t his last 

trad~ng day b~fort ElEctions. TradErs hP.VE hEard fort ­

casts favoring both Extrtm£ Ltft and Radical Socialists 

with really nothing vtry convincing for EithEr viEw. 

ConsequEntly tht ttndtncy today is to await t hE very un­

cErtain outoo~£ . Rtntes and FrEnch shar Es bettEr but 

i~tErnationals offtrtd with bad markEts at AmstErdam, 

Bruss els and London. 

According to London prtss rEport FrEnch Govtrnmtnt 

ha~ arranged for loan of 100, 000 ,000 Swis s francs rrom 

Swiss ba.~s to Prtnch statE railways in thE form of 

t wo-yEar bills bEaring four ptr ctnt and issuEd at 99. 

I cannot yet confirm this s t ory. 

?ollowing paragraphs excErptEd from LONDON TillES: 

( '::~ID SECTION ONE ) 

WILSON 

RGC:!i~L 
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SEcrEtary of State, 

1/ashington . 

GRAY 

Paris 

Dated OctobEr 8, 1937 

Rtc 1 d 5 p . m. 

1415, OctobEr 8 , 4 p . m. (SECTION TWO) 

account of spEech delivEred last night by Chancellor 

of thE ~xcbcquEr to London bankers and ntrchants• gnthcr-

1nd: 

n;:q~tally important f or the promotion of prosperity 

is tl:t maintEn&nce of gEnEral confidence in ';;>tE intuna·· 

t1onal f1nanc1al system. Last year my pt•Edtccssor referred 

to t he notable step in intErnational monetary cooperation 

~hich had recently been Embodied in the tripartite decla­

rations of Scpttmber 26, 1936 . That is a year ago. In 

the intErval a welcome dEgrtt of stability has bEen main­

tained bEtween the pound and t he dollar . As regards the 
not 

franc our hopes havE/bEEn fulfillEd to thE samE ExtEnt . 

The French GovernmEnt has had to face grut di!'ficulties 

and I desirE to pay my tribute to thE efforts which it 

is ~aking to overcome thESE difficulties . 

ThE French Government has indeed a great deal of 

solld achievement to show sincc it took officE at the 

End of June . Georges BonnEt has recently issuEd figurta 

for 
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u·s 2- :lo . 1415, OctobEr 8 , 4 P • m, , Sec , 2 , from Paria , 

ror his budgEt for 1938 wh ich will show a surplus whilE 

hE anticipatEs that thE borrowing rEquirEmEnts of thE 

'TEnch Treasury f or Extraordinary Exptnd1turc will bt 

rtdllcEd to a sum wEll within tbt capacity o£ his own 

rarkEt . Important progrEss baa thua bttn madt; 

(~ND SECTI ON TWO) 

VIILSON 
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SEcretary ot Stat~ , 

Washington. 

GRAY 

Paris 

DatEd Octobt r a, 19~7 

R£c'd 4 :50 p . m. 

1415, October a, 4 p . rn . (SECTION THREE) 

wt Ear nestly hope that thE FrEnch Oovtrnment•s Efforts 

will be CTOW~Ed With SUCCESS and that C~nditicns Will 

soor. bE res tored i n which ecr.:tdcn:e in thE Frcne•l cur-

rEne~ situation may (*) both n ; h~~E and abr~ad . 

VIE wcloot.!~ very warmly t !le spceche~ !'€C<:.ntly made 

by the Fl•tncl"• r rin:z Minister a."ld Bonne t ! n whicr. t:o,:y 

rEaffirm their intention t o maintain tht poli cy laid 

down in thE tri partite declaration. Especially do we in 

this country w£leom£ t he assurance that FrancE is dctcr­

mincd to avoi d any measure of exUhm1gt control . 

I fEEl sure that this country will join with ~E 

in according to the French Government in thE t ask that 

s till l ies b t torc t hem the fUll es t measure of sympathy, 

the more sincere because it i s baaed on a realization 

of thE d i t t 1eu1t1u of thE situation, and a recognition 

or the couragc and ski l l with which thcy arc being 

raced. • 

(;:ND OF MESSAGE ) 

WILSON 

llrt: ?.GC 
(~) Apparent omission . 
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The attached was furn1ahed by ~. Bell • 

• -
• 
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October 11, 193? (9 a . m. ) 

Jesse Jones called me at the hous e last night and 
wanted to know whether he could have more t ice for prepar ­
ing his list of approved projects. I told h1m it would 
be time enough i f he had it Thursday or Friday . 

I n walklng down with Bell this mor ning I said: 
'7hnt ' s Jesse J ones up to? and he sai d : Well , he's got 
this idea that he ' s going t o sell R. F. c. securities and 
•et ne1v money that way and give t he Treasury all of t he 
money which he takes in and in that way help us to balance 
the Budget . I sai d : He told me about that a week ago. 
What do you think of it? Bell said: I told him it was 
a tricky way of balancing the Budget and mi ght help us out 
tecporarily but woul d not accomplish anything. I told 
E~ll I thou ·ht just the BaDe · 

I am goi nj;'" to call up Jesse later on and tell him 
tha: I don ' t want him to start wor~i ng on t he President 
along those l i nes . 

Worked last ni ght wi t h Haas on my speech a nd really 
felt t hat I gave hi m some very good material . Seltzer's 
draf t and Upham' s draft (which i s simply a paraphrase of 
Seltzer ' e) v1ere not very hel pful. I told Haas to have 
something for t:e by Thursday. 

Sunday , spoke both to Viner and Rieffler and t old 
the~ to co~e on down and review what we have b een doi ng 
ln the Stabilization Fund because t he situati on had changed 
so during t he last two weeks . Viner was dumbfounded when 
I told him we had sold $20,000 ,000 gold last week. He 
said: There is certainly no i ndication of it in t he papers. 

The one new idea which I gave Bell today 18 t h ie: 
that the first time the President a gain says anything about 
the Budget , he should announce publicly that he will keep 
the ?6th Congress here i ndefinitely until they balance t he 
Bud~et . This is quite dif ferent froc what he P~B said 
heretofore . Bell was most e nt husiastic about the idea. 
He said : That ceo.ns t hat the Committees on A9propr1ationa 
and Ways and Ueans will have t o work t ogether and 1f the 
President serves such notice on Congress they will stay 
here until t hey balance t he Budget . Ball wants him to 

?'" r­-~g 
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put this into hie Budget summation 1f he decides he want s 
t o give one out . 

I asked Bell to give me the figures which show how 
much more has been authorized than appropriated. He 
t hinks it's about $1,500 000,000. (See that I get lt . ) 
He also says that Junk , Ad;inietrattve man for Agriculture, 
has given him a swell statement on total appropriation for 
Agrioul ture. (See that I get 1 t. ) 

oOo- oOo 
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October 11 . 1937 

Bell's attitude i s that the President will go along 
und make the two of us feel good up to a certain point and 
then he will back out and back down on balancing the budget. 
Bell again sai d that nobody believes the President . This 
does not help me any to make my fight and have Bell on my 
ri&ht who, for the time being, has lost his belief in the 
President . 
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October 11, 1937 

Conference with the President t his oorni ng1 at 9:30 a.m. 

Overc~e his objections to giving out Budget s~~­
t 1on. The fact, he said , that i nfl uenced hie most i n 
1 v1n~ it out ls tr~t we can prove Congress voted 32~0 , 000 ,000 

1n excess of hls Budr,et estimates. He says it's hard to 
uc l i eve it because t he information t ha t he received before 
fron Bell made hlm believe that the savings made by Congress 
offset t he increased expenditures . I told hlm I thought he 
l'las Vl rong. He said: Before giving out these figures I ~1o.nt 

Bell to sh~7 them to Senat or Ji1mY Byrnos~d Congressman 
Cannon so t here oo.n be no possiblP misunderstan~n~. 

He sai d: I have got GOO~ nens for you in regar d to 
?~li e f . He said: I have been talking thln~s over with 
Xon'<i:ts and while I won't announce it, I think ne can get 
'Jy •·1th $850,000 , 000 next year. He said: I expect to 
~ork out a nay with the various Highway Commissions that 
tll~y t ake a number of people off t he relief rolls whloh we 
11111 pay for pr ovided tha t they do not r educe their own 
exoenditures. He sai d that Hopkins felt thnt he would 
not obJect to Jimmy Byrnes' amendment this year calli ng 
for 40~ of t he Relief appropri ation bei ng supplied by the 
cocounity because Hopki ns felt t hat t he communities could 
non mostly a fford th!s. 

The President s aid: It's a great thing to motor 
t hrough the country and I find t hat most of t he co~unl-
i es now have used up all their useful projects and are 

now spending our money for caintenance -- digging out i r ­
rl~ation di tches and t hings like t hat -- whi ch should be 
done by t he community . He said: Hopki ns and \Villi ams 
IVon ' t admit this. I said: Ur. President , do you know 
t 11.:1t a large part of our rel i ef money in the City of New 
York is anent for the maintenance of t he City Government? 
~~d , I said, That 's going on all over t he country. 

Evidently the President and Hopkins have gone ouch, 
::JUch fartber than I had any idea t hey a!.ght in t heir a tti­
t ude t or.ard spending money for Relief. 

I gave t he President my idea t hat he shoul d serve 
not1ce on the next Congress that he would keep them here 
until they balance the Budget . He eaid: Your i dea 1s 
all right, out I will have to aay 1t more politely. I 
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said: That's all r i ght as long as you say it. He said: 
I will . I said: Thatls much better than saying what you 
have before t hat if they appropriate additional money you 
will ask for extra taxes. He said: That's right. 

He certainly has this whole question of spending 
very much in his mind. 

I took the opportunity to say that Jesse Jones had 
advanced the idea t hat he would sell R. F. C. securities 
and get his money t hat way instead of g etting it from the 
Tr eMury and that on paper i t would look as though we bal­
anced t he Budget. I told the President that I could not 
stand for it; 1t was just a trick. 1Vh1le he didn 1 t say 
so, I could see that Jones had already talked to him about 
it , but before I got through I am quite sure t hat I con­
vinced the President t hat we s hould not do t his sort of 
t hing a t this time. 

He talked a bout Roper and he said he believed t hat 
Roper ' s philosophy was that he should try always to plaoate 
the business man and be the •go- between" between the busi­
ness man and the Governnent , but t hat at present Roper was 
being too 0Polly-Ann1sh", which of course is the word I used 
and the Times used last Friday. This gave me my opportunity 
that I have been longing for and I said: Ur. President, it 
you were back as President of t he F. a: D. Insurance Company 
woul d you hire Dan Roper as Vice President? He said: Of 
course not. I sai d : Roper has got nothing but a Class C 
brain. I said: For three years he has be en tallt1ng about 
building one shi p and during that time the price has gone 
up from $10 1 000 1 000 to 315,000,000. An1 the President just 
shrieked with l aughter! 

The President agreed to release his Budget summation 
next Monday provided t hat we had t he t hing in shape f or him 
this af ternoon. I said: Don't you want to go over it 
a~ain next Friday at Hyde Park? He said: No; it won't 
be neces sary. I said : Do you want to exPlain it to the 
boys, t he newsoaoer men, the way you always do? Re said: 
I don ' t think it's necessary. ~e will just give it out. 
Personally I thi nlt it woul d be very g ood if he did expla1 n 
lt to the ~ewspaper men and put a little 'punch' into hie 
explanation. 

ooo- oOo 
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October 11, 1937 

Bell and I were with the President tor an hour 
and a hal t and every s ingle suggestion that Bell and I 
made t or saving money was accepted by the President. 
When we got through the President turned to me and said, 
"I want you to tell me that I wae pretty good. I think 
I deserve a pat on the back ," and I aaid, "You certainly 
do,• a nd I shook hands and congratulat ed h1m. 

Regraded Unclassified



.. 
2J2 

••~at• ,_. • - • - -•r~t~•• .. .,. 
IIIII •• On' --~..... 1 h _. ... litO 111 ~ •n•l¥"' ... 

-.nu .... tw tile ft.-1 re- J.,a. ~tile ¢ r1 *UII .._. 

Jlllft'.t ....... 'cit .... ... ... 15' ....... c ........ J __ .,, 19)7 

... .... .... ' ....... .t .... Ill _ .... d ..... -··· ., 

Ia ta -'.-•- eJasn -~ •• ;11d\le fW tile .,._ "''-'-' 

Ulh •-''-"" ..u Fill 9 •U.O .. .UJMt ... ..... .... .., - .... 

In .. Afi'U 10 •• r I n as II 

......... -.... -·... ...- ...... 
&eni&C .. ,.. ... 5. a-1 ,_.. I I i t .. PI 5'1 

*• tr ' "• ws ?» •••· • ... , a' .,. ., ._ - ft.-1 
,... U.) ..... rs , ,.. 45 " • ,_ I e .... t a -

;ns INe .aa asa I' a .... 5 I I U 2 a .t tile he 

• a s ts ... a alsa • 'c!~ u• » ~ ., r': ~ .. 
_ .... ,_._.,_., _..,... a 1 51 

tr : • # tile uesu at= et 111»11 ~ _, t ., tile -

.... a ··• • 
Ia -· ............. 51salaleUI - U I 5: ..... 

23, tm, ..... ._.. ., n11 .... ?snsnts ... 1 • "' s ... • 5 n a 

Regraded Unclassified



233 

• I • 

.._ .. .-..... .... &uo_.S.. .... IO;a , ~eo-..t _ _. 

ell,_..*'-Jl4~ _..,,u-. te eo ut"NI 2 7 ~I'll ow. 

u - "''=t=t .._. _. - ... f).ooo,a,oao 1a •>uuo&as- _.. 

w \M ,.,,,. •'IIIJ-•altMia-' ootdU 2 ta woU '- •Jilts• te \M 

nww ~. t~rw .. -• w ta.sa •••n• I'll ow- .. ..-u-.. 

-' wlU -·--~lieN te M Nl...- fer •;c.,._, _..._.lal 

eariaca wU1 .. etfaat=t. c~JIJ. ~ ~1<?( 
e •• lieN llldlol*'* SUS ...,.SIZE;\\ tbe \l• tale ......... 

tw 1,. - I'WtM& ta ,...u, M& '-' tw tbeoa, tale ..nett ..U leN 

.......... .,,. ..... a a 

.. '" ..... $ •• ... , .......... - ... ,. ......... .... 

' lf.J&yruo 

*-'f ........ - ... oatl t 
0 

.... ..a.At ~ et4fl;IIJ);Sfl-

1o .. ___ .. ~ .. - WJ I ' .... oldl~n-llt Alii ... 

•. ___ , ... _ ... ~ ........... 2··-' 2 
I el ,,.• s I til ...... M'J ' I rt= -~-

••• __ _. ••• d .............. 1 

Regraded Unclassified



- ' -
fill .. -- •lllllllla-... 1 ....... *14111 ..... a II N 

fnl o 1 11U1"• eo--~~· h: 1 11 fill ..... to 

;n+u•an w .,, t •• •so 11 ..._._,..... 

"'...._ *1•- _. -· at 1 1 • eo .._ .. .,_1 

ao enlwt• - tw 1 d .... 11•--1•1 tM nu 1 ot 

111 ,,...._ 'r •.. . ...•.. .. . .. . . . . . . .. . . ............ • 11].ooo.oao 

2. !M -*"-'lea lr 0 Pillet a ' I 1.a..-1o1 .... 

w r11wa1 s...a .._ '- w1 .. •11 1•1w. t• .. 

tt ••'• s- 1 nu•lllc • ..u•s-t .. , ,....,. 

..... , .... s...a ........ ~,_. ..... 

a..- tiN f• tM lew wft'wot ..... ...._ I I 

~ ..... .... .•.. .. . ... . .•• ..•..... ... .. ....... .••• 

..... _,, ttll -- ftU. ' et eo • 'e1 '-ltr AM 

........... ttl• n t • to eo wn tie fill 

.... ...... -··-- -·· -~· .. ~-- ................ ... 
Ia - ....... , .. , .... "' .... . ... ..... . ..... . . --······ 

Regraded Unclassified



- ' -
lt. tM _ ... , -'' et .._ tt•••• l ... c! C'n _..... 

- 41 ; ••"• Ia .. "-' ,_ "" ., . ........ • • .... -

5o ..,. -'• ,._ et .. • "h.._ en e• 1u Mr._ 

... ,_. ..... ~~~~-- ., ..... ,.,, .. 

....... ... 

0 'alftaUW .IQ ... -NI ftrl .... Ia W 

• • 
eMI."aJ"-aa' IS u-. Ia 1,.-' ... ..... .,-~ .... t J5,a, .. 

u.,.,.., in;• ttn p 
1 "rwlll -. ....... -

• a c 1 

• ., _.._ '-- • .. a_.w -' =•• -
...u llr ................ -·· ..... , .... 

_.,. •• wUl -· -- ........... 1,. .. . . . . . .. .. . .• ,., ....... 

........ 

Regraded Unclassified



_,_ 

a.....,.., fll- ¢ 4 ... -- .. I II II .. Wldt Ia 

..,. __. fll taa,ooo,ooo. .. ,. .. 1-. 1a •="'•-• h 11£115£-IMltlFII 

.._-..rAft .... wtU -.e~r ........ N ta ~..._ 

*' .n ~ ... ,_,.,., 1a • sa' tal .............. ... 

et.., ••--· ..... 1Ans • • a a __ ,_ 'IIMI8- ... Apl'll 2ID 

•Uat• et ~aeJOo-• La t)DI,ooo,ooo. tlals 1Ans ts ._ Ia JU"' • a 

.......... Ia .. ..u-M fll ••••• , e-n• tun ... ln •fhet -. 

011 &p .,_ .. ,,.. _., _ _.,, 1 "• a ... 1-. 1a ... auu • •t tu7,ooo,ooo • 

... ll' __ .. a 0 rt .. u .... ..-..., --•:s.. .. .-,oao,oao, 

................ ~ ..... -.~-. - eur.oao.-.......... ~--·-

... ....._.,, ... ~.._._. __ ,,.., .... ps t uU ta-u .... 

S ... Wl .. ..,-.-.- I l a f/1 -.-.-. De f 7 7 a 

deticU for V/&aspl=Ctar lt S22012.000. QOQ leu tban the net dtfi cl\ 

I 

for the !heal lfiM' 19}7. 

Regraded Unclassified



-
237 

.....,,.b"n', am 

... teW I I li k _ _. .. te .,..,. ..... "' ......... ..t&-

....... 1,. , , •• ., .,. ... l,,Jl, ..& .. If¥ ....... 

ate~. .... .,.,_. b ... te .. bci•'eH• NIMl .. k n.U 

wt--.. a': •· a-. "'-~• tt- ..u..w ... tl)lla,,._ooo 

1m. J.d"•tt• ........... '- -a tlloe I • lfl•t r11 I 7 I 

s- ..... ,. •• II 1 M.l"·-·· ..... , ..... _,, ...... 

Ice .__.._..,_,...,..~-. ... - .. ., Wt.t 

. •• ~ ....... "-ltr ..... - ---- 1-.. ..... 

• vat '_,a • Jl .... ~ -..,,,., --· " ...... 

nu ...... -.-.-~-....., ... a. ... -•atn· 
- -- _.._II,LI'--• .., 1 %1c .. _ ........ -lll;lllo - •-

Regraded Unclassified



238 

....... p, 11 ............... -... Ula Oil 

• ._.. .,. r ..... Ia •,... "-1.,_ -•• 

... ~1,..~ .......... 1103.m.• ,... ..-. ...... ,ltl .... .-.. .. 

......... ., .. .. ......... 1,. • .,. .. • "•• .,_1m 

atWM ...... -- .... ftr r..a.-? af tile j QUe tiM0 .. 

.. -· .. esc • 12a.OOO.ODO .._._ .._ tiM .. -. ........ -" 

111 "-.. .... r ....U 1D ... prbd,.U.,. ta r ' _.. .. M 

--- .. , .... ., taC.ooo.oao. ... ...... 0 ., *·-·-... 
.. - ••••• ?lila ............ ,. _ _., ___ ., ... 

Q I Ue M .... F ,b""trel ... SO ¥'stte ftr .... -IU a 

.. 1,. ...... ,., • ., _, ....... , __ , --·-- .. 1i41i-

._ .. _ ta • a ·-.«a •., ..,.~a u. 

""' 
a. tftlll 1 1 l5t1 ..... llarl ,_ 1,. .. - wU ? I .a 

{, ,,..~- eco , .. 1/ ...... 
... .. ., ............... '" 01 0 

"""'" • • • --- ~ • 0 

Regraded Unclassified



23S -·- JJ'C 
Ia .. lDI > 0 1 ..... , ____ ., ..,. ..... W.. .. :Od I 0 

M" ,ad~ •• ..... _ .. ia_UIMII I 111 ... 1Jr 

...................... ., ...... 0 ,., ---- '-· 

--··---- .. $ .... _______ ..... -... 

-~•••11.4 _. ..... - w ..,..t- te - • a ..U. w te pet rUe 

_.,... Ael ...... - ,..u ... ~., ...... ···-

•ett hi •• -• •• 11 a' .......... &a • ...... ,_.1-. ..a..._ 

,.. .. ,... ....... __ .__.,,......,,. ...... ._.,.%eeea.....tt-

,.. ta a t ' et ,..._1au. •1_.,.. .._ 1 en''"· t11e ••• 

tla l ....... M M ..... fll a -ehl Wf«< ef ... )II .... 

............. Nll&w& -.twa •e 1 111nU• et • .,..,, ..a a 

..._.,. -lila -- ......... "" ............. 

%a&.._._,. ••• ..,,. , .. ._ .. ,.._., aenU.hsh 

1 .... •• ·~-~• te ., ... ._., .. •,••"rllldla•,llw• ta u. --· ru a <• 

,._ fll .. JP-••• w J..uase. It &a _ _._. I I as• .... _.. ' 

'••"._ ...u lila -••a.••l 1a .._ • .-r •• • n11 1 .., • .._. 

Regraded Unclassified



240 

_,_ 
• .. ...._. •••••rd'ii'JI_, .. , ,.. .. ,.... .-1m~--

J 
..... tJI .. tf.,..,.,.. hd X 1 -.-.- .. ..._ ....... ,, ~ 

.... ...., " 1...,. ..... • •• ... ,.._. ae .-.. M.ooo.ooo a..-

• eat•-... 1 e u-.. lw tile d ..U •• ••'- Ull ...-&• 

'- ._Is lmo 111 ..... ,.. ,, _ _._. ............ flf.OOO.OOO 

'-• .. 1 ......... WI ., .... tiiU' ISS ... 

tsr.-.,ooo1 a 'r .. '* 1z1--• pa'h's u= lir ••• • 1s .. 

,.. ......... ••1•-'• .. : , .. ...,."" ... __ .,.-.m. 

Regraded Unclassified



-·-
..., .. ·--· ....... .., ....... Itt' ... ... ·--

,_ ,.U. ..... ._ .... -'1 NlW- tzlt.•a lea- .. 
""' Mr.-.- 111 ... ·~··-··· • I a $' .... - "'.., 

..... 111 .. ......... aw.e ....... .. , ... e6 ... 

•r • I 'S a ! • "M .-11 '-..,..,_lea- Ia liJT, 

............. 111 .............. .. "'"·; .. :.:.. ., ... 

7 •sr CINMl OwJM':rot&a .-118ft ....tl Ia .. •" ta ,, -

tl n Mh 111 fJI.-.- ... U- ......... OWpusl\e -a. 

.., .. ,._ .. ..&off~ ...... _.,.., lei~ IIIIi*-

,... el ... ..... ,, ... *- ..... .au ~ -- lllllftaiMre .. .,..... 

..... foele ....... 1 ! .. 1 el ... OWpu""U. __ ....... ,_11?!1-

...... "' ...... •'···=·-.. Arwll?• ........... " ... 

.. ··--··"'·--a "' ... --~ ""' ... ,.., ..... .au '- - -·--

•=•• .a ,, • r a- .. - •IIIIIPs~ ... 111 ..... •• «= • 
- GnjM' " wiD ........................... ,_. -

p a ........ =a ·--·--.. .. ' ,. .. _ .. _ ... _"""'_ .............. . 
.au-. .... 111;11 ••• - .. .,. --~ ... 

241 

Regraded Unclassified



-u-

.u,.ooo,ooo 'l.eM .._ .... ., •• ••$' .. - • ..._..,.. 

1,,., fte ,__ Mtlate.. 0 ssllfte ....... CIU ... I ea 

_,- tSIIO.ooo.-. _. *'* ......... 000- a -•• •= .._ 
u. tm eo ..... "-. ........ , .... • .-.u. .. '* .._ 

_u ... u-, fl \lie am " ........ - •: ,., ... , .... 

..... - 11-w ....._\lie Ia''- ,.n at-., tae' ,,. a 

.._.....,_ ..... _.__._..., ... uta•--~t•.:ne 

)D, ,,. .. .u .. .......... , .. __ ., .. ti65.000,QQD - ...... 

,_ Ia J¥'1tW ........... _. ~We ft-.1 J¥¥1' h tlla5-QQD,OOO, 

• wet aU• fl tu5.-.- .... FICt --' .. &a • UJ' .,.r"o 

.. - 11&\r 1 a Ia _. taaut te _._ tM .. ,.,.. ~ .. 

-• Aft w&: 1 .. taJ~t.r•,a ••"• ._ • a "•• JW I.DJ, 

aa-..,.. ....... ,..., a 

"" a • _ _. .... _.....,.,.. .. ._..rw,.._..,.,....,. 

SliM ;uuwa - * 1 1 r• 1 '_.a" •e. • lrt' 1? 'W 

Regraded Unclassified



243 

-u-

... ..... ..
.. .. .... 

•• 7 "., ......... ~_ .. , ..... wU1 .. 

"T,OOO,OOO , .. ,_. ._ la1!J1, .. o 1 ., .... Iaiit ,._. f/1 

,.... ... ............. ,. 1,. 11M 'J, - eMtta-1 --

2. 
ef tpo,OOO.OOO tw WIC";IIAJ-•t~dlllt.l *Ia ... u "- Wlhl te _. 

4 0 oplatl- _.._, ... ._..tilt .... •• 11-. w ..,...._.., 

Sa ..UU.. qpepdatt.e. tiOO.OOO,OOO b '"' 'tl 18 tM 1931 

-.... .......................... . 
,~,«~D ~~ 

""-1 ,..1,. •n • .... ,. .... au _ _. .. _... .. ooo.ooo 

Sa ., .. .... • • ., .-..u ................... , 11• d 

111 
IOU fll tN.,-0 1 ..t tile ....... flfiCQI .. ll M fW- ......... 

, .. , --'IIIII'••• te ../.-.-. .. fW1kl ... .._ fll -,II Ioiii 

,. ........ 
f'<(;-65) DID 

... I lsi I, 

........................ 5 , .... 

-

Regraded Unclassified



-u-

au. ...... ..,..., ...... a1. .... Ill I .. 

... u. ~ ... ...,.'1 ...... fill .. a pile ..... " -

t.rruroao 
- tlld .._ ..W 4IIIM wU1 '- ··--usl? Ia 1,. 'r .... I ;II 

JII'WlW._. tM W II Ia ... I a1. ..... '•at .. -

......... .... .. H....... .... . - ........... --
..... ,.... fill ... JIIU ~ ..u.. - ., .... _ ....... 

_...., tw I etbc JTU .,...&sltl- ... h " ef Ula fWIM• 

t.n *' ._ t.M II' ..,.•••• tw.. Me - te .,.,._. 'lllr a •• 4 II 

bic t 1 W Ia .... It Ia .. ,.u:u=1 .. -llllldiA'•w ... etfwt at 

............ ,... t JIIW .................. .... 

..-a. 4111M wU1 •• ..,._ --• flllt?la 1 ;' I I tsftslt es I .. 

244 

Regraded Unclassified



-a-
245 

- .. --··· .. ·~-· ................ will - .. * ... 

-•-alii ..... II ....... 1.19)1, ...a..-ee&la\M ..... 

..,..,,, law? 'e Ia .ICC.UNU __ , M''rtl I Ia \ala -· cl 

IUIIUt'Mil I M - ... 'r \ala ltaMe W Ule -·-·I~CIJpn-ktt ..... tllJJI 

11 1dal ..... eNG--·· •"*"-• ... ..,_ Ulcn \w •u-.-1 $l,liz,OOO.OIIO 

WU.l • ..... ~ tc r ..... M\ aw' "• Ia Ulc We sf \ala ; 'lie 

,._, a ' a meta ..... .tr -.nee. _. tcr ~" .. w 

.. ,. e _. .,, • z' pnw. It - t11wc '- - *'• • 111\ 

tw ru q 'stu-. as..-. Ia \ala-... ct tile ; :tlla .tU 'Jrr&an 

law? 1 •-lltlcc will II' _., ... -• a.W.na,-. • ... IE nt Ia till 

'9~--.w.-. ............ . 

Regraded Unclassified



' 246 

Rb RIWENUE ESTIMATES October 11, 1937 
10:45 a.m. 

Present: 

H. :.I .Jr: 

Bell: 

B.'<. Jr: 

Bell : 

H. rA .Jr : 

Bell : 

B. I. Jr: 

Mr. Bell' 
Mr. Baas· 
llr . Taylor • 
l.lr • 0 • Donnell 
Dr . Crum • 
Wr . Daggett 
Mr. Driver 
!!r . llag111• 
Mr. I...ocbhena (brief period) 

"The on? thing, " he said, •to impress on Dan is 
that he s got to show Jimmy Byrnes and Cannon that 
Congress r aised my budget" - talking for the 
President - "240 mil l i on dollars over and above 
the 418." 

"Now,• he says, •I •m under t he impression from Danny 
that Congress sa veJ enough to make up that difference. 
And before I g ive out this st a tement, I want Jimmy 
Dyrnes end Cannon to see i t and say it' s all right." 

He may be under the impression that Congress r aised 
the budget 240 million, but he certainly isn' t under 
any impression from me t hat Congress saved the 240 
million. 

llha t I said was - I said I got information from you 
that the net increase over the 418 was 240 . 

That ' s about right, now. 

'Nell, you had it in the budget summation, a nd he 
saw it. 

I jus t forgot for the moment whether that included 
the loss of r evenue. Ther e ' s a revenue in there of 
6 . 5 billion. 

\fell, what I want to say is, with his taking this 
a ttitude - I mean I wonder if you want to s it in on 
this thing now, which is t he ~uestion of Haas and his 
crowd justifying the revenue estimate - whether you 
don ' t need this time tog et ready on the other, when 
you know what 1 s coming . 
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Bell: 

li .M.Jr: 

Bell : 

ll .U. Jr: 

Bell: 

!i. !.l . Jr: 

Bell: 

li .M.Jr: 

Bell: 

a . lf.Jr: 

Bell: 

H.M. Jr: 

Bell: 

li .M,Jr: 

Baas: 

H. IA .Jr: 

-2-

I think I 1m pr et t y rea~y. 

The first thing he ' ll ask you for is to Justify 
that 240 plus 418, which is 658. And then I said, 
"From tha t we ' re going to bring 1t down to below 
500 million." 

That ' s right. 

So I sei~, 
mill ion." 
ask you . 

"We ' re going to have to save around 150 
And t hat ' s the first thing he ' s going to 

I think he looks at this pi cture at the wrong angle. 

l•hat we are saying here 1s t erribly confidential. 

247 

He talks about Congress increasing these items over 
his budget. Well, everything Congress did, outsi de 
of the 40 million dollars for crop loans, riding over 
his veto , be approved; so tha t, in effect, it ' s his 
budget. 

We ' ll put it another way. When we estimate~ July 1 
a deficit of 418 - from that time to the time Congress 
ad journed, they increased it by 240. 

That ' s r ight. 

What? 

That ' s right. I think we've got it worded properly 
in the summation. 

All right , Well , if we g et through, maybe I 111 take 
time . 

Fine. 

Excuse me one minute. (Confers privately with Bell) 

All right. Now, whose show i s this? 

O'Donnell's the professor. 

All right, Prof, go ahead . 
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o •Donnell: I •m not f ami liar with exac t l y t he way in which 
you' d l ike to have us proceed . 

u . li .Jr: 

• --

!.!agil l : 

H. LI . Jr: 

"ell, I ' ll tell you exactly bow I 'm going to pro­
ceed . The President of the United States said to 
me, "What ' s t he irreducibl e mi nimum revenue tha t 
you will guarantee for this year of ' 37 and ' 38?• 
And I want you fellows to give me a f i gure so I 
can keep~ Job . How, that's putting i t right down, 
and I don ' t want any "ifs , ands ,• or •buts," and I 
want an irreducible minimum . And, ~ god, make it 
low enough. But give me a f i gure that I, ns Secretary 
of the Treasury - so I can say to the President that 
i f I go wrong - I can't say, "That man O' Donnell over 
a t the Treasury gave me those figures, and he ' s the 
one that should be fired ." The Presi dent will say, 
"I never beard of him; you're fired . " That ' s what 
I went - a figure - and I went you to justify it. 
nhen we ' ve got that figure, we can fool around with 
it for three or f our days. But the point is the 
Pres i dent now says that be wil l gi ve out for next 
Monday this budge t summation. Now, of course, the 
keystone of t he whole thing is, Vlbat is the revenue? 
I mean all t his stuff of having to send Mr . Magill 
up to New York to find out who didn't pay his income 
tax is all right, but you can ' t do it more than once, 
and I didn't convince many people when be di d go . 
ht leas t it was a gesture anyway . Right? 

(Nods yes) 

So come on. You boys are right on the carpet now. 

O' Donnell: 'o'lell , we approached the problem of est imati ng revenue 
from a forecast of business conditions , and one of the 
most important things that we are interested in i s t he 
Federal Reserve Board i ndex of industrial production, 
with lfbich you are very familiar . We made an estimate 
last Karch which was one of t hose things we like to 
boast about. It was just right . And, contrary to 
the' opini on of experts from other government depart­
ments that we bad 1n consultation, we took the positi on 
that there would be a business r ecession tb.is summer, 
and in f ac t we gauged its magnitude w.itb r egard to 

H. lo!.Jr : 

the ... .. . 

(Talks asi de to messenger ) All right , go ahead . 
.Vell, how good were you last Ume? 
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O' Donnell: We were pretty good on that particular index. I 
want to mention that in case at some f uture time . we're not so good . 

H.W.Jr: All right. 

Hans : You'll need the credit for next spring, I'm a fraid. 

Tayl or: That•s a fine way to start off. 

O'Donnell: Our index of wholesale commodity prices is probably 
our second most import ant index that we have to 
for ecast , and there again our forecast was just 
about in accordance with what history has since 
proved. And I might say that our forecast of between 
8? and 88 was in contrast t o Dr . Lubin's forecast, 
as I r ecall i t , of 90 to 92 for the equivalent period, 
in t he Bureau of Labor Statistics . 

B.M. Jr: Have you got something in wri t ing to prove wha t 
you' re saying? 

O' Donnell : (Handing chart to Secretary) That ' s the first one 
on the left. 

B.M. Jr: This is August Jl . 

0 1Donnell: The one on which we predicate t hat - I don't have 
that. 

H .~.Jr: Well, some time . 

O' Donnell: I'll be glad to give it to you. 

H.M. Jr: Got any other copies for anybody? 

O•Donnell: Yes. Now, these are the foreces t s on vmich we 
predicate the estimates. 

B.!i.Jr: 

Haas: 

O'Donnell: 

I ' ve got two sets, Ur. Kagill , if you want another 
one . 

Has Kr. Bell got one? 

Better give Danny one. 

I don't know whether .llr, Daggett will wa.nt these 
left ar ound or not; will you, Ed? 
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Haas : We ' ll pick them up. 

H.M.Jr: Now let's Just see. You forecast 114 tor August; 
it was 117 . BLS index, you forecas t 87.5. 

O' Donnell: We forecast 87; the actual i s 8? . 5. 

H. ll . Jr: •'lhat 1 s the IIICB? 

0 1 Donnell: National Indust rial Conference Board . 

H. M.Jr: Li t tle low on that. BLS index, factory, 97; it was 
103. Index of real payrolls, 111; it was 118. 

Is that better, to have it low? 

O' Donnell: ell , we Just set the irreducible minimum. 

li. ll.Jr: I see. 

O' Donnell: And we•ve been on the side of conservatism in each 
of these. 

H.!.!. Jr: 

I might point out there , llr . Secretar y, that the 
bottom of our forecast for the Federal Reserve 
index is 106, in contrast to the present level 
of 117; and in trying to evaluate the effect of 
the present recession in business, you will see that 
we have made allowance even at t his point on the 
Federal Reserve index for further recession of 11 
points . 

The only thing you went wrong about i s stocks . 
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O'Donnell : He for ecast corr ect ly the turn in stocks; we forecast 
it too soon, however , and when i t came i t came in 
greater magnitude than w~ hod anticipated. 

H. II . Jr: 

0 1Donnell: 

H. !.!.Jrl 

Well now, Standard Statistics index of 419 stocks ; 
you forecast 114 - 120. In September you said 115; 
i t was 105 . 

That's correct. 

What' s the next 105 opposit e t hat ? 
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O' Donnell: That's actual . 

H.U.Jr: Oh, I see. 

0 •Donnell: But back in Karc.h we had f orecast the turn down 1n 
stocks. We didn' t quite bit the amplitude of the 
turn down; we had it timed Just about right. 

B.M. Jr: 

O'Donnell: 

E!.!l. Jr: 

O' Donnell: 

ll . :.t.Jr: 

O' Donnell: 

H. !oi.Jr : 

O'Donnell: 

Magill: 

0 'Donnell: 

llagill: 

How do you mean? Where did you forecast it? 

Well , that's on our March estimates. 

Have you got a sheet like this for lfarch? 

I can get one. I don ' t think there was one available, but we can make one up. 

Now, what's this other one? 

The other sheet is a historical sheet which shows 
you, in the first column, what the Federal Reserve 
index of industrial production has been in the years 
from 1929 to date, together with our forecasts of 
those indexes1 on an annual average and on a fiscal 
year average oasis. 

Well, when you say 1937, i s that calendar? 

That's a calendar year, and in the second column 
it's fiscal . The first column is a calendar year 
in each instance. The second is the same as the 
Government f iscal year, and that's true of each of 
the indexes as we cross the page, to give you a 
historical perspective as to the way in which those 
indexes come out. 

Well , this horizontal one' - is it Just what these 
indexes actua~ly were? 

The smaller sheet is a cyclical pattern, a.nd Mr. 
Bell is more concerned with that than is the Pr esi dent, 
I suspect . That enables us to forecast mont~y col­
lections with more accuracy. 

No, I mean this one. What are these figures? 
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O' Donnell: Those are actual. 

Haas: Tog ive you some retrospect. 

o•Donnell: The other is a montbl7 figure, on this first page. 
These are annual figures. 

Bell: And tbe 1938 figures on this sbeet cross tbe basis 
of your 1938 revenue estimates. I mean you bave 
used tbose as a basis for your estimates . 

O' Donnell: That is in part true, Dan. Tbe income tax, for 
instance, is predicated on the collections from 
calendar year liability, whicb is collected in two 
fiscal years, so tbat the calendar year ' 37 indices 
will represent collections partially 1n fiscal ' 38 
and partially 1n fiscal ' 39. 

Bell: But there isn't enough difference between your ' 37 
and ' JS .... • . 

O•Donnell: That is true in this particular instance . 

H.lr! .Jr: Well now, the question everybody a sks is, how much 
bas this recent recession affected profits and bow 
much will it affect our income? I mean this f ourth 
quarter that we're in. 
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O' Donnell : As I interpret our job, it is to anticipate sucb things 
as have Just happened, and in f act I am trying to say 
what - that we did, too, do 1t relatively successfully, 
and that has been taken into consideration in the 
estillls tes which I am now ready to sbow you. 

l!. lo! .Jr: All right. 

O'Donnell: And I think you will find that series of tables - you 
can use them if you like. 

Bell: Everybody seems to think tha t tbe fourth quarter 
shoWings of the corporations are really going to be 
bad, aucb worse than we anticipated. In your antici­
pation of this downswing, do you think that you have 
t aken up enough to take care of this loss in revenue 
in the fourth quarter? In other words, do you think 
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you' ll set enough in Dine months to take care of 
tba t lou. 

O' Donnell: I don ' t think there ' s soins to be a loss 1n the 
first place. 

Now, our method of forecasting wbat the s t at utory 
net income of cor porations is - and that of course 
is a sood take-off place f or discussing revenue 
estimates - we do that by r elati ng it to the t wo 
principal indices wh.ich we have forecast here . 

We f i nd that historically statutory net i ncome i s 
a function of the volume of business, and of course 
t ha t must be done at a pr ofit . As you come out of 
the depressi on, when plants are being used at less 
t han capacity, each additional amount of business 
volume t ha t we set yields more than commensurately 
1n profits. We are 1n the field of what economists 
call increa sing returns. 

We also f ind that profit s ar e a f unction of i ndexes 
of prices . If during the year the trend of pri ces 
i s upward, those companies tha t have large inventories, 
evaluating them at the end of the year, r ealize a 
large inventory profit. 

We find also t hat characteristically at successively 
higher levels of commodity pr ices, profits are also 
higher. 

Now, by stati s tical techniques which are perhaps too 
complex to go into in a general meeting of thi s char­
act er, we relate s t atutory net income to the Federal 
Reserve index of industrial production. We find tbat 
there is a definite relati onship . And then we pl ot 
those devia tions against the index of commodity prices, 
taking i nto consi dera tion the price factor. And that 
relationship historica~y bas been a very satisf actory 
one . This year tbat forecast read directly from the 
char t s . 

I aight say histor ically tbat our l atest statistics 
of income, which are f or the calendar year 1935, 
show statutory net income under the old definit i on 
of about 5. 1 bill i ons. We ~stiaated for calendar 
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year 1936 a pproximately 7 .3 bill i ons . Those 
figures we will not know definitely until the 
returns have been tabula ted 1n tb.e Bureau or 
Internal Revenue, which will probably be about 
six Months from now - before we have even a 
s atisfa ctory preliminary estimate . 

For 1937 calendar year we forecast directly from 
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the chart - and this figure bas to be qualified -
about n.i ne bill ion dollars s t atutory net income. 
Ther e were two new factors in the si tua t ion this 
year. One, the f act tha t Soci al Security for the 
first time is taking fr om industry hundreds of 
millions of dollars, without pouring those funds 
~ov ·~~ secondly, the Government is ceasing, at 
least ~s compared with the last few years, to spend 
money i n excess of r evenue - the old story of the 
deficit financing. If we treat the income, which is 
l arger, coming f r om the Gener al Fund, and the relief 
expenditures that we anticipate will be made, we have 
a further ad justment to be made. In these revenue 
forecasts that we are using for calendar year 1937, 
the f orecast of eight billion, three hundred million 
is a take-off point ••••• 

B.!l.Jr: Say it again. 

O' Donnell: Eight billion, three hundred million. 

a.M. Jr: For when? 

O'Donnell: For calendar ' 37 . That ' s a r educti on of some 700 
million over wha t we have read directly from the 
charts. 

B. M. Jr: 

Bell : 

O' Donnell : 

I didn' t - you've got to say it over again. 

That ' s for corpor ations? 

That• s corporation statutory net income, and that 
does not include inter-corpor ate dividends, which 
have not histor ically been a factor. Our adjus tment 
for inter-corporates is made in the computation of 
the tax itself . This is a historicall y comparable 
figure with the e stimates of 7.J bi llion tor l ast 
year and 5. 1 billion, wh.i cb is historically a figur e 
tor calendar year 1935· 
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a .K.Jr: Well, i s tbis sheet here a suamation of wbat •••• 

O'Donnell: That's a summary of the e stimates. 

H.Y.Jr: ••• or wbat follows here? 

O' Donnell: Yes , sir. We are now dealing wi th Item Number Two 
on tbat sheet. 

H.M.Jr: No, I mean is everything on this s heet on these? 

Bel l : These are the details of whi ch this is the summary . 

0 •Donnell: First a summary sheet of all the e s timates. 

H.M.Jr: The figure we are interested in now is six billion, 
7 7'4 million. 

Haas : That ' s right . 

o •Donnell : Tha t's the one that is in the summation. 

H.Y. Jr: That 's the one we want to talk about. 

O'Donnel l: And I am now di s cussing t he question of cor pora tion 
income . 

H. :.& . Jr: Before we get into 
six bill ion, 774 -

t bat , t hi s thing 
six weeks old . 

now i s over -

0 1Donnell: That ' s right, made about August 20 . 

B. M. Jr: Well , have you had another look at tbat since August 

20? 

O'Donnell: We have, in the l i ght of what has happened since, 
especiall y in the stock market , reexamined these 

e s ti.mates . 

B. ll . J r : 

O'Donnell: 

Tha t ' s wha t I want t o know. 

And substantially, there is a possibility we might 
slightly cbange the i .ncome tax, due to the fact the 
stock market has gone down faster than we had antici­
pated, and therefor e that porti on of individual incoae 
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represented by capital ga ins will be somewhat 
smaller tban we had pictured. 
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u .~.Jr: How much? 

O'Donnell : Well , we have not made a quantitative estimate or 
that, J.lr. Secretary . I suspect that it might make 
a difference of - and this is Just a rough opinion -
perhaps 50 millions or dollars in the individual 
income t ax . The only other item that the stock 
market would r adicall y affect, except in so far as 
it affects the psychology of business men in making 
their plans, is the estate t ax. But the estate t ax 
characteristically - under the present law, the 
t r ustees or executors have a peri od of 15 months 
after death in which to file the estate tax r eturns; 
and we find by study that there is actually a laf on 
the average of about ten months. so that we don t 
anticipate for this fiscal year a v ery great deprecia­
tion in our e s~ti.mate of e states. 

B.M. Jr : Well, how much? 

O'Donnell: Other than that.~. Well, I •ve made no quantitative 
estimates, Mr. Secretary, but I would stand on t he 
present estimate . Our reexam.ination this past week 
leads us to believe that t hat is sufficiently con­
servative, so that ••• • 

B.IL.Jr: You mean you • ouldn' t change that? 

0 'Donnel1: We wouldn ' t change that, no. We would, however, 
change the fiscal 1939 estimates; but we're not 
concerned with that at this time. 

MagHl: 

B . ~.Jr: 

Magill: 

0 1Donnel1: 

Let me ask you this . Do you (H. IL.Jr) mind? 

That ' s what you' re invited here for. 

Now, I notice in the work relief message, on the 
estate tax you've got it down to J 58, ,.,hereas the 
August is 391. 

Do you want ae to explain why that is so? You uy 
r ecall, Mr. Wagill, last spring we had to estimate 
the r emainder of fiscal year 1937 and also to estimate 
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fiscal 1 38. The estimate for fiscal ' 37, as made 
in our division, was made with the thought that 
for the first time there was a period of three 
months when, if each individual who had an esta te 

tax due had t aken the limit of his period, there 
would have been no estate tax returns filed. In 
other words, under the preceding revenue law, the 
estate tax return had to be filed 12 months after 
dea t h . The new law gave them l5 months after dea t h. 
So in considering estimates for fiscal ' 37 we bad 
t wo months of collections under the previous act 
and then a period in which, if everyone took the 
limit, there would have been no collections; then 
a pick-up again of seven months in which we would 
collect under the new law at high er rates . 

257 

Now, as I suggested a minute ago, people don ' t take 
the limit, on the average; they take about ten months. 
But we had estimated upon that basis and had a larger 
fi gure than was believed by yourself and, I believe, 
»r . Helvering and t he Conference, to be indicated in 
the fiscal 137 collections. As the fiscal 1 37 col­
lecti ons came out, they were exactly as we had fore­
cas t in the Division of Research a nd Statistics. And 
in View of the f act that you had reduced the fiscal 
1 37 collections, we reduced in proport i on the fiscal 
1 38 collections . Now, with the experience in making 
this kugust estimate of having actual fiscal 137 
collecti ons, we have again revised the fiscal ' 38 
collections in line with our Judgment on that point. 

I see. 

In other words, what you did i n the July estimate 
previously was to just t ake an average from monthly 
collections, ignoring that lag of three months when 

we would not have received collecti ons. 

Well , I would s ay, Dan, just by rule of thumb, that 
certainly for this afternoon I would use the figure 

six bill i on, 700 million. 

Well , six billion, 774 is in the summation. 

Well , I wouldn't - I' d t ake off 75 million. 
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That raises your deficit tb~about 550. 

I can't help it. 

I think if we bad a chance to do a third Job 
we would knock orr a little bit . 

A little bit where? I'm knocking ott 75 million. 

I think t he one place where the experience to date 
suggests that we may have overrun the estimate, is 
with r espect to the individual income !rom capital 
gains and tax on that. Now, you (O'Donnell) think 
it may be 50 million dollars or tax. I think it 
might be somewhat more. But if the Secretary wants 
to leave ott 75 million from our previous estaate, 
I think tbat 1 s a fair allowance tor tbat. 

Is it enougll:? 

I think i t is, yes. 

I'm not taking anything oft on the estate. 

No, we're assuming tbat the estate does not affect 
the 1 38 picture. 

The 75 mentally I ' m deducting from the .. .. 

Individual •••• 

••• individual income tax. 
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I think the t • s safe. So far as we can see, the things 
which have happened this summer have confirmed our 
estimates in ever y respect except with respect to the 
effect of the stock market on capital gains, and I 
think tbat 75 million is a generous allowance on that 
account. 

Didn't you decrease your estimates !or October oa the 
monthly sheet that comes up to me? 

For wb.icla item, Dan? 

~he tota l . I o~· noticed the to~al, but as I recall 
something was said about Social Security lag. 
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I don't r ecollect exactly what tha t has t o do 
with i t, but I may interject this remark ••• • 

Do you mind just holdi ng Kr . Bell ' s tho~~&ht? 

Do you (Bell) mind? 

Not a t all. 

Just hold tbat a minute . Going back - I Just want 
to go back to this a minute , you see, 1f I may -
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how about corporate profits, profits of corporati ons? 

Our feeling about that basic figure on our estimate 
of corporate profits is.that nothing has happened 
to d a te in the Federal Reserve Board index or in 
commodity prices which would lead us to wr i te down 
tha t estimate fros the figure we have in this report. 

I see . 

And in so far as tha t affects individual income, we 
think it is safe. 

So t hen if I take 75 mil l ion out of the individual 
incomes - I mean at that parti cular point reduce it 
by t hat - you think that t ha t ' s eno~~&h. 

As f ar as I can s ee, t bat 1 s enough. I am not taking 
into account the prospect the~ the Federal Reser ve 
Board index or commod ity prices mi ght from now on 
turn much worse than our estimat e . That ' s a point 
whi ch I imagine you want to discuss wi th us. But 
t he experience t o date bas been so much in line with 
our estimates t ha t I per sonally feel confident t ha t 
the remainder of our estimate f or the calendar year 

i s satisfactory. 

Uo you mind if I continue this a minute? Well, 
you (Bell) go ahead. 

o •Donnell' s got what I want . 

We ll, clear up Bell . 

No, that ' s all right. Go ahead . 

Go a.head , o •Donnell. 
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O'Donnell : I wanted to say this, Dan. On the annual basis 
there has been no change. It is ~ recollection 
that there was a change in the tax on carri ers, 
which was largely a matter of regulations as to 
when they would be collected - not Soci al Security . 

Bell: Kaybe it was carriers. 

o•Donnell: I think the regulations indicated that we wouldn' t 
get the tax on carriers as we had anticipated back 
in July, because at that tiMe the regulations bad 
not been forMulated. And of course, our first col­
lection of a tax on carriers will be a very sizable 
one, because it will represent collections represent­
ing the accrual of liabUities dating from January 
first until the t1ae •aen that first payment is made, 
and I believe t hat i s to be made next Month •••• 

Bell : I see. 

O' Donnell: ••• for the first tiMe. That's the difference . 

Bell: 

H. :l .Jr: 

Daggett: 

I see. 

Now let me just talk about commodities a minute. 
You•re (Daggett) supposed t o know soMething about 
that. Wbat about the price of commodities? 

I think our estimate given here in the third column 
of this first sheet is reasonably s atisfactory . I 
have been looking over the trend of general commodity 
prices during this period of s tock market decline, 
and find that it has held r emarkably stable . We have 
bad a decline in sensitive commodities, which are 
pretty speculative commodities, which tends to obscure 
our view of the general commodity situation. I 1m 
including a chart on tha t in this week ' s business 
review. 

Commodity prices have held very close to this 87t 
level during September; 87t was the average for 
August . The decline in speculative commodities 
appears to have been pretty largely a liquidation 
or t he accounts which were built up during llarch, 
during that spr ing rise. ... see no reason whatever 
to change our estimate . 
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Let me ask you t bis . In relation to commodities -
do you happen to know what is the inventory position 
of manufacturers in regard to commodities? 

We have no accurate data on manufacturers' inven­
tories . All we can do is to for~.Judgments on the 
basis of trade reports. It appears that manufac­
turers are turning to a band-to-mouth buying policy. 

Vlell, let me put it another way. Do you happen to 
know of any particular industry that is overloaded 
on inventory? 

No, I don ' t . Texti le industry was . But Judging 
from trade reports recently, inventories have been 
pretty well worked off. 

Well now, the cotton estimate, of course, is out -
l?t billion bales - and the market took it damn well . 

Took it very well; in f act, it i s back to where it 
was before the report . 

Surprising. Is the corn e s timate out? 

..:orn e s tima t e should be out, I think, today . 

Well, there is nothing new - I mean there won ' t be 
anything surprising like tha t in cotton. 

I can't - there could be in corn; it1 s hardly likely, 
though, at this late part of the season. 

And of course, wheat harves t is o'fer . The only thing 
lett really is corn, isn't it? You think that ' s going 

to be out today . 

That ' s the llth. It should be out today. 

Of course, ~ own feeling, which isn't a sci entifi c 
one - it ' s Just a bunch - my best guess is that 
commodi ties are scraping bottom; that ' s the way I 

f eel. 

That 1 s my opinion. 

I mean that ' s Just a bunch. I mean the fact t ha t the 
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cotton took the thing as well a s it did, to me 

was Just the most surprising thing, and encouraging. 
Huh? 

Yes, it is. 

I mean I feel - do you agree? 

I agree with tha t absolutely. 

I 1m not living with this every hour. You are supposed 

to be. Tha t ' s what you say in your figures her~. 

Yes . I think commodities throughout this recession 

in stock prices and business have held remarkably 

well, and that if it hadn 1 t been for the decline in 

specula tive commodities this summer, the general 

index of commodity prices would have continued upward 

to new highs . 

Of course, back - I want to Just throw this out, 

and you people may or may not be f amiliar with i t -

we have in this country a tremendous potential buying 

power through these foreign balan.ces. We 1 ve got over 

two bill ion dollar s cesh on deposit here bel onging to 

f oreigners . Now, t hey 've got their choice of doing 

two things . They either can take it back in the form 

of gold or buy something. Now, tha t's theirs . And 

it' s a tremendous reserve. I mean they've either got 

to take it out 1n t he form of gold or they1 ve got to 

buy something . And if they toke it out in gold, we've 

got sufficient gold isola ted that it has no effect 

on the country. So I c an't see anything from the 

foreign side, from running the Stabilization Fund, 

t hat could affect us . If they take out the gol d -

if Switzerland, who bas built up these tremendous 

balances - if they want it, all r ight . We don't 
feel it . Out she goes . But on the other band, it 

she buys some thing, even if it is Just o 90-day piece 

of paper - whatever they do, they ' ve got to put the 

money to work. So I can't see any d anger from any 

foreign capital flow. 

I don ' t know whether you check, wayne, or not. I 

think we are entirely insulated and isolated f r om 

it, as much a s anybody can be. 
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Bow it may go into our security market or go out of 
it - why, I am still not entirely happy about that . 
But you can' t tell that in any case . It will be a 
continuation of whatever moveoent exists here, r ather 
than an original movement of its own. 

But we ' re insulated as well as we can be, aren't we? 

Better than we have ever been. 

And I 1m looking for things th8t might come a long and 
lower this thing. I'm Just trying to think what else. 

or course, 1f you did something like changing the price 
of gold, tha t would ruin any forecasts. 

Change price of gold? 

I say if you ever do, that would certainly upset any 
forecast that we make on this base. 

Well, the only thing I want to do 
and help make good your forecast. 
won ' t increase • ••• • 

~o you can hold your Job • 

is sit in this chair 
I promise you I 

And you and I- to make you a good woman, why .••.• 

0 1Donnell l It would have to be something fa r -fetched. 

B.Y.Jr: I get the point. 

Baas : There are some times when the business outlook looks 
rather clear to me, I 1 d be willing to bet quite a 
little money on it. I don't feel that way now, for 
this reason: that I don't see the sitQ~tion 1n the 
capital market clearly - h.ow that's going to work out. 
And if it doesn't work out, I think the business situa­
tion might go a good deal lower. In other words, we 
took a very conservative figure; if we ' d checked with 
anybody at the time in August , they 1d have said, "You 
fellows have Just gone too far the other wa7 .• 

Now in my own mind I think there is a possibi l ity which 
can~t be measured as to what effect the capital market, 

• restricted capital market , is going to have on the 
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business outlook, and if it doesn • t improve there 
is a cumulative snowball effect which r uns all 
through industry, a general holding back. And Just 
what weight to give tha t at this time, I don ' t know, 
except that I think from your point of view as 
Secretary of the Treasury you should keep i .n mind 
t he reliability or these estimates . I think at this 
moment it happens to be a very difficult time to make 
an e stimate, and I certainly would keep in mind and 
I think it would be unfortunate to have the President 
think that ;ye1 ve got one figure tbat we're willing to 
stake our l ives on. I don ' t think - feel tha t way. 

Well , this isn' t one f i gure . It' s a summation. 

Well, I t liink the assumption is that you add up the 
total and there ' s your figure. I don' t feel that way. 
1 think there is a spread - perhaps should be five 
percent on each side of that; I don' t know what it 
should be. 

But I am apprehensive about that one element i n the 
business outlook. 

All r ight, now, let's evaluate it. Bow much would 
you knock off for that feeling? I•ve t aken off 75 
million. Does that take care of i t , or would you 
take off another hundred million? 

Well, you might fix it up and then probably the 
present figure might be low. 

Pardon me? 

It might be fixed up, and • •••• 

Nhat do you mean? What might be fixed up? 

This restriction on the capital market. 

All right I'd a great deal better be low and say, 
nwe figur~d low, we were too blue here, " than to have 
them come along and if we say six billion seven now 
and find it was only six billion and a half • • • • • 

ll'hat do you think, Dr. Crwa? 
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Well, I am more concerned about these factors you 
mention with r eference to that portion of fiscal 
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1 38 r evenue which will come in the first half of 
fiscal 138. I say again that I think it is difficult 
to see in the remaining m~nths of 1937 so great a 
decline below the level s of our estimates, either 
in Federal Reserve index or in commodity prices, a s 
to spoil our estimate of income • ••• 

That ' s right. 

• • • • f or cal endar year 1 37. But I think it is quite 
possibl e t ha t either in the Federal Reserve Board 
index or in the commodity prices, more especiall y the 
former , the picture in the first half of ' 38, or the 
first four or five months of 1 38, may be enough worse 
than what we have shown here to damage somewha t our 
estima tes of miscellaneous revenues of certain sorts 
and our e stimates of Socia l Security revenue, and that 
I think is a point we wil l have to a ttack before we 
feel convinced. But so f ar as the i ncome estimates, 
either corporate income or individual income, for 
calendar year •37, with this subtraction of 75 
million to allow generously for the capital gains 
revenue, I am inclined to think we are s afe . 

Now, you might say about any estimate, "Well, we ' d 
like to have a five percent margin one way or the 
other , " and if we are disposed to take advantage of 
t ha t before we get through, why, it1 s worth consider­
ing. I am wondering, however , whether such a broad 
marginal cushion shouldn't be applied to the whole 
estima te r a ther than to the income tax alone . Do 
you (Haas) feel different? 

No, I agree wit h you. I just didn' t particularize 
on which tax might be affected. 

May I ask one question before the two of you ••••• 
Suppose that there were very much less dividends 
declared in December by corporations than were 
declared last year. 

I think tha t is a distinct possibility. 

Which I think is a very distinct possibility. 
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Haas: 0 1Donnell bas looked into that . 

o• Donnell: Do you mean relative to earnings? 

Magill: Right . 

O' Donnell: Well , I could make this statement in general, on 

a verages. If corpora tions were tor etain money 

instead of paying it out, we would get •• • • • 

Let me put it the other way around, so you can 
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tie i t into the undistributed prof its t ax. If 

corporations pay out money, of all dividends paid 

out by net-income corpor ations and no-net-income 

corpora tions, we collect ~!!~~less than ten 

percent in tax, and that ~et Ae s the cor porati on 

tax, the normal tax on corporati ons,--plus the 

tax that we get from all individuals who r eceive 

dividends . Now, that may be a somewhat startling 

figure a t first blush, because you must consider 

tha t a great many dividends paid out by corporati ons 

are l ost in so f ar as the income t ax situation is 

concerned . In fac t, the deficit corporations are 

quite a sinkhole for dividends this year and we 

estimate next year . In other words , they will 

receive - I've forgotten the exact figure , but in 

the neighborhood of half a bi llion dollars i n 

di vidends in excess of dividends tha t no-net-income 

corpor a tions pay out. 

Then, of dividends pai d by corporations, a large 

percentage go t o non-taxable sources, both non-taxable 

individuals a nd non-taxabl e ins titutions . So that 

if we collect i n the way of t he undistri buted profits 

t ax a.nytlrlng i n the second bracket of tax, the Federal 

Government on the aver age will be more than compensated . 

Now, tha t does not hold for parti cular situations . For 

instance, if Henry Ford decides to pay an undi stributed 

profits t ax instead of paying an individual income t ax, 

that situation will not hold . But it will bold for the 

avera ges of all corpora tions. 

So I am not particularly concerned about corporations 

that a r e widel y held withholding consi derable amounts 

of money and paying us the undistributed profits tax. 

And in l ar ge measure, t he more widely held the securities 
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are, the better ott the Federal GoverDIIIent is to 
have the cor porati on decide to pay the undistributed 
profits tax, for this reason: that a man has t o have 
a fairly substantial income to have an effective rate 
ot tax on his income of ten percent; and you will find 
that stockholders who a re relatively small:; tocltholders 
and who have relatively smaller other sources of income 
are paying , when the corporation retains the money, a 
far gr eater percentage on those earnings, then they 
would pay bad the corporation distributed them. Now, 
t he Government gain comes from t he richer people into 
whose hands dividends are forced. 

Well, to sum up tor me - will you? 

Summing up, I don't think t ha t it is a material factor 
that will tend to decrease our estimates 1n the aggr e­
gate . In other words , if corporations retain the earn­
i ngs which we forecast they will have, r a ther than pay 
them out, then the Federal GoverDIIIent will receive, in 
my opinion, nearly as much money as though the corpora­
tions had di stributed those diVidends . 

~o you (Magill) check on that? 

I don't think I can check. I don ' t l~ow how I can 
tell. It's a question pret ty exclusively within 
O' Donnell's province as to bow those rates actually 
work out. The great difficulty in estimates on the 
undistributed profits t ax all the time i s that you' ve 
got this option which is going to be exercised by 
directors of particular corporations in the way 
which will be most profitable for thea. They always 
do that. And it is pretty herd t o forecast in advance 

Just exactly what is going to happen. 

What ' s one per cent of six billion seven? 

67 million. 

Whet, 67? 

67. 

It di dn't look right . 
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O' Donnell: Your 75 is still on the •••• ~ 

Crum: We have earmarked t ha t 75 . Let ' s see if we can't 
call tha t a general margin. 

O'Donnell: I don't i ntend to say, Yr . Kagill - just so I ' m 

I! .M. Jr: 

H.l.l . Jr : 

Crum: 

Tayl or: 

R. ld . Jr : 

Taylor: 

H.M.Jr: 

Taylor: 

clear on the r ecord - that t hese two set s of 
r at es do other than t end t o compensat e the Govern­
ment . I d on ' t think for a minute that in a particula r 
case it is imma terial to the Federal Government 
whe ther or not the divi dends are distributed. But 
L do say if we can collect from the corpora tions 
as much as ten percent on the r et a ined earnings, on 
the average, tha t the Federal Government will be com­
pensated in full f or wha t it would have received had 
those dividends been paid out and gone through the 
individual t axpayers . 

,\bat he (o •Donnell) says is damn 
to talk t o you some time on it. 
me a memor andum on just what you 

inter esting . 
I wi sh you' d 
said . 

(Secretar y leaves r oom for about 
20 minutes and returns) 

I want 
give 

Somebody else t ake the leadership on this thing . 
For t he moment I •ve asked all my quest i ons. Professor 

Crum? 

Hell, I think perhaps you'd 
cussing the point which llr . 
Mr. Daggett was responding . 
could .... 

be interested in di s ­
Taylor just r aised, and 

Perhaps Mr. Taylor 

I was looking a t past experience here of, let's say , 
the FRB index of approxima tely 118. 

Where you looking? 

On the monthly business forecasts . 

1 37? 

Yes , first column. "nd your BLS index of approx.imately 
88. And you get a standard statis tics index of stocks 
there of somewhere - let' s say between 124 and 129 . I 
don't cere wha t you take in there, but youtve got, say, 
118, 88, and 129 . And you go down her e through calendar 
year •38 and you t ake 117 approximately, then a little 
under 88 and you finally get a maximum of 88, and over 
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here you have you standard statistics stock prices 
of 140, in other words a considerably higher relation­
ship there . 

Well, what conclusion do you draw on that, Wayne? 

\'/ell , I was just asking if that relati onship means 
anything . 

You mean the 140? 

I ' m thinking about the 140 as compared to, say, 126 
or 127. 

Well , where is that? 

Well, right there. 

Oh, I •e· You mean it should affect commodities or 
FRB? 

I am particularly looking at the 140 . 

You mean how they get tha t way? 

Heestating, I think, that i f the relationshiP is 
117 to 127 in June , wny is the relationship 117 to 
140 i .n December? 

It's the immediate t hing in tbe outlook , Wayne. 
In other words , i f you have an immedi a t e si tuation 
wher e profits are at a certain l evel and the outlook 
is for an accelerated increase, then the rela tionship 
of your ~tock prices to your current level of business 
is one thing. Or if you have another situation, where 
the level is the same as pr evious, where you expect 
business to go along on a !let plat eau, or decline, 
then your stock prices will be lower, then your level 
of industrial production is as though it was previ ous . 
I t hink that • s what the boys had in mind • 

I'm still talking about the same t hinS · 

Well, let me put it this way. The question that you 
r aise in your mind - do you !eel, 1f there is some­
thing to your question, we should lower the e s ti.JIIatea? 
That ' s the thing I ' m interested in. 
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Yes . Lower it particularly in t erms of whatever 

relationship this last figure has to the rest 

of them. 

"ell, that pertains only to fiscal year ' 39, so I 

think perhaps you'd have to leave that as part of 

the 1 39 a rgument. 
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Taylor : One thi ng. You don't think that is i mpor tant in 

terms of the first six months? 

O' Donnell: Don' t use it at all for that purpose, Mr . Taylor . 

Crum: We have a lready written do~~ our estima te of standard 

stati s tics index for the first half and all of '38, 

in the light of experience to date . Now, that we 

end up a t the end of 138 with a figure for standard 

statistics which l ooks to you out of line with what 

happened in the spring of 1 37, is a f act, but I don ' t 

think enough interpretation has been brought into the 

picture . We can not compare, as Dr . Haas implied, the 

specific months ' level in the stock index with the 

s pecific months' level in industrial i ndex. Vfuat we 

are interested in is the course of movement, and if 

the course of movement, a ctual or onticipa ted, in the 

FRB index is upward, let's say, stock prices will tend 

to run higher than if the course of movement, actual 

or anticipat ed, is downward . 

Taylor : You show practic!llly no a~ovement in either of those 

two other figures . That ' s why I wonted to • • •• •• 

Crum: Look at •38-'39 . v;e show that antici pation of 

steadily rising industrial out put in ' ~9 , and we 

assume t ha t the stock market will have the same 

anticipation. Now, all of this, of course, is some­

body's opinion. It i s our opinion. That opinion 

may prove to be wrong. But as the matter stands, it 

is based upon t hat . If we had suggested for 1939 

a leveling off of industrial production at 117, we 

ahould not be presenting you a figure of standard 

statistics index tor December, ' 38, at 140, but a 

distinctly lower index, perhaps even lower than the 

129 of last spri.ng. 

Bell: In other wor ds, the stock market will anticipate what 

you have anticipated over here 1n production and 

everything •• • ••• 
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Crua: Yes . 

H.M. Jr: If that i s t rue, then of course the stock market 
is going down now because they're antici pati ng the 
Federal Reserve production of 106 i n January . 

O'Donnell: Absolutel y true, Yr . Secretary . 

a .M.Jr: What? Is that what it - I mean as it goes down 
it would be true. a lso if it goes up, because I'd 
be willing to bet money that the thing doesn ' t hit 
106 in January. 

o • Dor~ell : I think it is a very conservative figure. 

B.!l.Jr: I think so too. 
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Crum: I don' t think we•re worried about the index through 
Januar y 1 38 . 

a .M. Jr: I was surprised at the retail figures, which is a 
pretty good indication, isn't it? 

Haas: Retail - not very sensitive; it has a lag . I mean 
if business goes down, the r etail stuff holds up 
quite a while after . 

B • .!.Jr: The retail stores? 

Haas : Yes . 

O' Donnell: Depends a good deal on inventory situation and trend 
of prices. 

B.M. Jr: Department store sales for September for the country 
are up si x percent over last September . I was surpr ised. 

Daggett: 

H.M.Jr: 

O' Donnell: 

It seems to me that the significant t hing is • • •• • 

Now, t ha t ' s September. That ' s .Pretty •• • • • • 
ahead . 

Oo 

That is especi ally encouraging with the depleted 
invent ories that »r . Oaegett pointed out when you 
questioned him about any i ildustries that have 
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excess inventories, because if goods are moving 
into consumpti on, t o the extent that those goods 
you mentioned are measurable in consumption it 
means those goods will have to be replaced by 
manufact urers. So i t' s better than the other. 
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It seems to me s ignif i cant that the r ate of r etail 
sales has impr oved after a decline i n August . 
Apparently retai l activity turned up during September 
and bas hel d its gain duri ng the first part of October 
in s pite of this decline in stocks and speculative 
commodit ies. 

You're surprised? 

I say it seems an important business indicator. -_ ... 
Well , the whole thing gets down - ~e can• t be terr ibly 
sci entif ic this morning, because Bell and I see the 
President at two, a nd the f i gures that we give him 
then - we can' t go back on Tuesday morning and say, 
"Oh, Yr . President, I think that the figure should 
be six billi on six ." I think we better fix it right 

now . 

In bow much detail will you g ive the f i gures , Mr. 

Secretary? 

You mean in t he summation, or give the President? 
He •ll give the summary and Table One - Schedule One. 

Will you g ive miscellaneous t axes by broad groups, 

like tobacco and alcohol? 

Yes, sir. 

I wa s just thinking, if you were going to curtail 
any , whether you' d do it in horizontal fashion or 

approach each grou~ . 

No, f or the group I want a figure , don' t you, Dan? 

Aggr ega te f i gure . 

Certainly I wouldn't give him a f i gure after this 
conver sation of above six bill i on seven. WbBt I ~~ 
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asking is, how much below that do I want to go? 

I think I'd like to say something more on that, 
1n light of just what has been said. When I spoke 
a minute ago, I suggested the possibility that if we 
were going to put in a margin of conser vatism, we 
should perhaps apply it to the e ntire revenue 
estimate . Now, if this Table One is to be given the 
President, it may be well to apply it to the specific 
items like the income tax and the principa l c a tegories 
or miscellaneous r evenue. On that basis, let me say 
again that I think, and I think the Division thinks, 
that the 6.7 is now the b est estimate we can make. 
It makes an c.llowance of 75 million for the one aspect 
of the thing in which the developments to date are out 
of line with our expectation. Ther efore, we regard 
the 6 .7 as the most scientific estimate we can make 
at this time . Now, if we want to allow a margin of 
conservatism of something like three percent, which 
would run to 200 million dollars, that would bring you 
down to 6. 5. Now, if you want t o do tha t , why, we can 

consider it. 

There would be no budget summation then. Am I right? 

That's right. 

What? Well, maybe we better not have one. 

Well, that's a question. 

That ' s the thing. 

• 

What will be its effect on business? Do you think 
that busines s in general anticipates a worse summation 
than we will be able to show with some such figures , or 
do they expect a better one? ~n other words, what i s 
the purpose of a budget summation at this t ime? 

Well , the main purpose of a budget summation is to 
l et the country know what the financial condition of 

the Government is. 

O' Donnell: How bad or good it is? 

B. U.Jr: What it is . 
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Bell: llhether it 1 s good or bad . 

o •uonnell: Following your remark that if it' s 6 . 5, there won' t 

be any, I Jus t wondered if in general this was an 

idea of showing how good it is . 

a . ·J .Jr: Seriously , 111Y t hought is - and I think Bell is in 

accord on this - that I have always felt since I've 

been here: tell the facts, whatever t hey are, and 

let the chips fall where they may. I think that's 

the purpose of the budget summatioR. I think one of 

the t r oubles today with the business man is that he 

is worrying about something that be can't eval uate. 

Now, one of the things is, bow big is the budget 

defici t going to be this year? Now, let' s tell them . 

And maybe it will be bigger , maybe it will be less; 

that isn•t our concern. But a t least let•s tell them 

what your best estimate will be . 

Bell: They 're talking in terms of a billion dollars, generally 

speaking . 

H . ~I .Jr: Whatever t hey think, let ' s give it to them, and we've 

got the policy, and I think the f ac t that we don't 

give it to tnem - if I was on the outside, I could 

only give it one inter pr etation: much worse than what 

Ne expected . But the i dea is, at this time let's 

to t hem what it is . But I - the term that I was "n'•w•u111 

of - asked what one percent was - 67 million - whether 

for this afternoon we should lop off, say, another 50 

million dollars, and l et these fellows make it fit 

where it needed it the most . 

HRas: Make i t scientific . 

B . ~ .Jr: 

O•Donnell: 

Crum: 

Make it scientific . 
instead of 75, take 
of graft it on. 

All rigbt. 

I mean whether we should take off -
off 125, and l et these fellows kind 

I think we feel good enough about that 6 . 7 figure so 

that if you lop off a nother 50 mill i on we ' ll feel as 

safe as one ever needs t o feel on t bat kind of thing • 

This income t ax thing doesn't worry us, let me say 

again . 
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If we lopped off another 50, you'd feel f a irly 
comfortable . 

That would make it 6 .65. 

650 . 

Yes, si x billi on, 650 . 

Makes your defi cit ar ound 600 mill i on. Getting 
pr etty close to t he bi llion. 
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Is it desirabl e a t all t ha t we should take tha t 
pr ecaution that you suggested some time ago of t r ying 
t o get ~be CoDIIIIissioner and his lady est;ima tor over 
her e ana tie t hem in? I think almost cer tainly they 
will contend there ' s going to be mor e money than t his 
estimate shows • 

• Ve 1ll be happy , Ros , if t ha t wor ks out . 

What? 

•I e ' d be happy if i t wor ks out . 

Nell, you can bring t hem in on t he s cientific adjust­
ment of t his . 

t¥ba t I meant was this . You remember six months ago, 
or whatever i t was, the Commissioner a pparent l y told 
the President our estimat es wer e too high. 

Well, we 've been right, haven' t we? We ' re as right 
a s he was . 

Of course , he has seen this , Ur . Secretar y. 

Hae be? 
Be went over t hese i n Mr. Magill ' s offi ce and he 
thought we were cons ervative in t he a.oW\t of money 
allocated to b e r eoeived by the Bureau; in other wor ds , 
t ha t means all of this except t he Customs . Now, what 
scient ific basi s t her e was for his opinion, I'm not 

sure . 
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Well, do you think 1f we take off 125 million I ' 111 
going too far? 

I don't think so. All these things that have 
happened to the stock market have happ~ned since 
Kr . Belvering saw these figures. 

I think it should have been done again, but they 
haven 1 t . What about it, George? What about our 
taking off 125 million? 

I feel a s Dr . Crum does , that as estimates go we 
should feeL as comfortable about that a s we can 
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feel . But still, they are esti111ates . I mean that's 
the thing, and I think when you talk to the President 
I wouldn't s t ake your life on it, even after you cut 
it that way. 

Oh no, I wasn' t - I mean after all ••••• 

Well , if we cut it 125 million f or the first meeting, 
is there a chance of getting some of that 125 million 
back a fter the week-end, after you look it over? 

Get it back? 

Yes, coming back to this s ix billion seven. 

Dan is worried. 

I think tbat' s a good enough figure aey time, Dan. 

Well, I'd like to see the outcome next spring work 
out where the receipts are above the estimates . 

Yes. 

That ' s what would make us feel r eally comfortable. 

I can stand the criticislll much easier of having been 
conserva tive than of - that •Well, we didn't see this 
thing.• 

What do you {Taylor) think about cutting 125? 

I think if it comes out that you ' ve got a 600 million 
deficit - I think that's all right. That's better 
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than - I mean t he mai n things that are going to 

be affected, as I see it - I mean that can change 

in this picture, are going to be your mi scellaneous 

a nd other receipts for the first half of ' 38. 

Haas : That • s right . 

Taylor : And those normally - they'd bold up, I think, a little 

better because retail sales and so on ere a ll effect ed 

in that . Certainly if you• ve knocked off 75 already 

from your income tax and if you ' r e knocki ng off a con­

ditional amount to take care of the rest of it, I tbi.nk 

rou ought t o feel all r ight about it . 

H.M. Jr: Ros? 

Taylor: But I'd certainly knock off the other piece there. 

ll .l.! . Jr: Ros? 

Yagill: I think so. I wouldn' t - on the miscel l aneous t axes 

it doesn' t look to me as if there's much chance to 

lose very much from these estimates . 

O' Donnell: I don ' t t hi nk so . Then you ha ve e still further f actor 

that there i s a leg . We ' re always working, oh, two 

months behind, because t he tax is not due until the 

end of the month followi ng the time it accrues ; then 

by the time it gets on the daily Treasury statement, 

where Dan c~n spend it, there ' s a two months ' period 

lag . 

Bell: I don ' t spend i t. 

H.M. Jr: Well, you're r ight, and I want a memorandum on that -

about that withholding tax, you see - I mean the surplus 

tax . And the tact that - I think cutting 125 oft of 

this t hing ought to be pr ett y near the i r reducible 

minimum, unless something.. .. . I want t o get Archie 

in here one minute, put him on the carpet . 

Cer tainly when you gentlemen came in here you weren ' t 

talking ~bout cutting this any, were you? I mean · · · ·• 

O' Donnell: I would have been Just a s happy to have stood by my 

guns on it, except the income tax . 

(Lochhead comes in) 
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Archie , I ' m going to put you on the spot . We ' re 

talking about revenue f or this year . Can you see 

anything that can happen outside of the United 

St a t es t hat mi ght affect the revenue of tho Govern­

ment - income tax, corvora te tax - I mean anything 

happen worse than what s happened so far? 

l c an't see how it would affect the r evenue - from 

a r evenue standpoint . You're having trouble on the 

other side in the stock markets, London and Amsterdam, 

ar~ i t may have some effect on pt"ofi ts on which you 

could collect; but I doubt, George, do you, that 

you' d be getting a n awful lot from tha t source anyway . 

No, I think the Secretary pr obably meant anything 

happening on the other si de which would affect the 

general busi~ess situati on here and therefore would 

affect r evenue . 

That ' s right. I mean take the world comcoditi es like 

rubber and tin and t hose things. How a re t hey, 

Archie? 

I t hink they're in pr etty good shape . Thet" e 1 s been 

good rubber buying in the l as t week or t wo 1n this 

market. 

Has thet"e? 

Yes . No, I c an 't say, as f ar as commodi t i es go -

any commodities are concerned, that ther e should be 

any g eneru.l e·f fect on our r evenue. As far as int er­

national ma t ters are concerned ..... 

What I said was t his, that as far as we could t ell 

we a r e about as well insula t ed against anything due 

t o St abilization Fund as is hunanly possible. 

That ' s right . As f a r as possible. Of course, we 

always have to have a hold-out on those . But I 

can ' t see of anything within our vision which would 

change it. 

Franc ' s a little bet ter? 

A little better, gaining a lit t l e bit. Beat" covering 
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going on, but that's all it really is . 

Thanks, Archie. 

(Lochhead goes out ) 

Vlell , we can go around once more . I'd say it ' s -
I 1d say six billion six seventy-five . 

Six billion, six fifty . 

$ix billion, six fifty. 

No tears 1n your eyes . 

Well , I accept it reluctantly, just like I accept 
en increa se in expenditures. 
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You can still hope to build it up by the end of the 
week. 

I don• t think we should save now. 

lJan, I'd like to seriously - when you and I face the 
President at two o 1 clock, I'd like to say t h8t we 
have had this meeting and tha t they made t his estimate 
August 20 and we have done this thing again in view 
of what's happened . After a ll, it1 s a pretty safe 
thing . We're t aking off 125 million dollars. 

About two perce.nt. 

What? 

About two percent . 
Yes, just about two percent, which is damn little. 

And in addition, the estimates took into account 
4uite a substantial decline going down to 106 in 
January. 
I think we can take off two percent, and just ad just 
your figures to that, will you (Bell}? 

(Nods yes) 
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And t hen, Professor Crum, you• ve got time to stay 
ar ound long enough to help the boys? 
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Oh yes , I shall b e here t oday and mos t of tomorrow. 

I mean you c ame for something different than this. 

Those - most of t hose things are postponed . 

I mean could you make this thing •• . •. 

I'll look the papers over with Ur. O' Donnell. 

7/ill you? l'lb.at ' s our arrangement with you? Can 
we call you in on t hese things when • ••.• 

Yes, wnenever Yr . Baas wants me , if I can arrange 
with the University , I can come down fair ly quickly . 

You c an? That ' s fine. 

Anybody - before we adjourn? 

Crwn: Do you want to s ay something about the miscell aneous , 
or do you ••• • • 

d~as : No , I think the 50 is supposed to take up the slack . 

0 ' Donne 11: Yle can dig into t he par ticulor items ourselves . 

Crum : I t hink that's all right . 
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1 ~ •Mil• taaoro •• _,.... te .-or• tut tho hw411l 

Pt.Uroalll 'C'CrG ol• tl71aa ~ J:G1M -• 1a We11nl. lllllltor ._u .. ..._. 

be had noua of \b ... -~ \ho HaM of la-' ,._. • rot11801 = tile 

1\ 

P&rt ot janu'w 'IInke. be •o*= .. tlao ... rMIJ. 1 ..... •st•• 
\here •• ..,. -•.tiM b•se• t~ao •• ..,_ .. len =• tile ..-a., 

!rtthh or .. u. 18*or aal4 be 414 •• •tv •• at lout -' -* tile •-
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,FfJl..c. CORRESPONDENC E 

CG~n-.tiAL I'D.& SUaJECTt I'll. =· tiM '''"" WID 

~..._ ..... 1 '= or =n•L -·-
JcoUaU•• .,_UT "" aUll plq • t~• • cu ,,._. fd blUe 

b.ta •• tho J'reeb .. twwa\ wl\aa l'tiiU'Il tea na-.1 of tho n.u., 

!Ala. A\ proa•t tho au!la\ 414 _. .._ Tall7 faton•'7 u.,. ... te­

warb ncb a ..--.1. w\ 1\ ... r-.117 ... a&1'l7 \a baYo .., ept•t• u 

to the oat_. el Ul111 a..,.U..S.a. 

I •* .. lilow Ulo • xtm ,.u uael W u\a4 • ~ of 

btthr ... , boa r..-ao. · Ba*• I'.,Ua4 tha\ Ulo MaJ'tial «••t -­

U.Ued, nt-' .-1\a u laiJo aa ll•a\atonJ 1\ W poU1111.7 Mia 

reduced to _ _.M., 11ko •o hllf of tho orSPaal \. lo tar, 

\ bert woe • alp fd Ua awtat llllldal taft2a•. 
wtu. .. et-•• • a:r pnn•• ......-•• wt\b Bel'- o..._ 

Japauo ,.1t .,,..h, I --'~• .. \he\ w W ~- lx.a .. \he\ a 

1111~-t of ... , ... ooo,ooo bad loft t.~o tor ,_ r..-a. ... - 0 ... 11 .. 

t aad \bat Cllli\a ,.-1117 ..U.• •o of a ldllllu \ 11 ..u-

lllowU7. ftl~ ••• I Mit ... pnltUJ.7 Do~ for \oU.F'• ....-n. 

r,. ,_, Ula\ tenan w liMa llMI'U7 ott_.. )T J..-ooo -.ara. 

Bailee an .. ...,.rl ... a\ tlala a\a\••• ~~ ..... , •• lao aett, u W ._.. 

\11111;,. ba4 • ant• .. of •• ott .. _, .. ..u ... Do -• nkt•a et 

\ht l'tpOI'\. 

Ko nt••• to Ulo ..--.1. _, •• of Uao ol'llor te ..U tol'\laor 

eoo,ooo .. 0 .. of •• u ... -· ... Sa all , ... ,aMlt- ... .-11 " 

Ia*• ... nfwa .. \a ao I II ... taad Ire atatl• bat lift 

the trouu,o .., .... •••.,.. w _, ..tptn~ I .._.u ..... 
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Operator: 

H.l!.Jr: 

J, Jonu : 

H.M.Jr : 

J: 

H.K.Jr: 

J: 

H.M.Jr: 

J : 

H.M.Jr: 

J• I 

H.J£.Jr: 

J: 

H.U.Jr: 

J: 

H. M. Jr: 

J : 

Jlr , Jonee 

Hello 

Hello 

October 11, 1937. 
11:21 a •• . 

Jeese, I just wanted to 8&1 I eaw on the tioker that 
you are going to eee the President. 

Yea 
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And I want to make plain _, poeition on this thought 
that you had about selling RYO eecuri ties and giving 
the Treasury the net receipts. 

Yes 
Well, I just want to say I have had time to think about 
that over the weekend, and- and I wouldn't care to go 
along on that prograa. 

I wouldn't aention it - I didn't intend to mention that . 

Well , I just wanted to make sure. 

Oh, no. 
Because we've got really - I mean while I appreciate 
your otter but that ian't in 

Well , I'• not- I hadn' t any notion ot mentioning that. 

.Ul right 

Just so•e general thingl 

I Just want - on that baaia, I don ' t - I couldn' t go 
along. 

That ' s all right. 
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Jesse 
Jones : 

IWJr: 

J: 

B.a.Jr : 

J: 

B.M. Jr: 

J : 

a . Lt. Jr: 

J : 

B. ll.Jr: 

J: 

B.ll.Jr : 

J : 

H. JJ . Jr: 

J : 

ll . I.I. Jr: 

October 11, 1937 
4:40 p .m. 

Can I sell you some sugar? 

Well it all depends on t he price. 

'1'/ell I've got almos t any quality you want or any 
color, anywhere !rom six cents up to nine. 

Well , I ' ll t ake one bale. I •ll let you name the 
price. 

Well - we had one bale once, I don• t lmow whether 
you remember that or not. 

Very well. 

Some years ago. 

Very well. 

Well now, the 
i t was not at 

i t 

- this thing that I mentioned to you, 
all serious - I've always been 
was only i f it would help. 

Well, the only reason I called you was 1 Danny said 
that you mentioned it to him l ast night . 

V/ell, I called hi.m - trying to get you, don't you 
see . Be answered and then I ~ust had a visit with 
him. 

I'll tell you, J esse, the President is being so 
magnificient about balancing this budget , see, that 
I feel that this i s the time he wants to do it - I 
think the tiae has come - anything like taking one 
agency to sell its securities to take t he place or 
receipts. While it would be helpful - I think at 
this tille 1! we could really show the public we 
want to balance the budget we shouldn' t lliss the 
opportunity, now that su.s up the whole t hing. 

Well, I'• tor that one hundred per cent. 

I thought you would be. 

Yes . 

So that ' s the whole picture. 
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J : 

B.U.Jr : 

J : 

H.ri.Jr : 

J : 

llJ.IJr : 

J: 

H. lJ. Jr: 

J : 

H.M. Jr: 

J : 

H. M.Jr : 

J : 

H.M.Jr : 

J : 

11. /\I. Jr : 

J : 

H. J4 . Jr: 

J: 

H.ll.Jr : 

-2-

Well - we are up to the closing point with this 
agency. 

Well , I ' ll tell you what happened,- I was with 
him. The-President t urned the thing over to 
Dan . Dan was just back one day and wasn 1 t 
famil i ar with it. 

Yes . 

And he asked for t wenty four hours to familiarize 
himself with i t . And I think you 'll find that 
Dan will call you tomorrow. 

lll right. 

See? 

lll right, well , Ickes and we are in agreement 
and 

Well , Dan simply t old the Presi dent he had just 
got back and he wasn ' t famili ar with it . 

Yes. 

So I t hink you ' l l hear from Dan tomorrow. 

lll right, fine . 

What else? 

I think that' s abaut all. 

Thank you. 

And the market went up again today. 

Laughs . 

What did Govermnen ts do? 

Governments were off one or two thirty-seconds, 

that ' s all. 

Well, that i sn ' t .uch. 

lo. 
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J: 

f:l .M. Jr : 

J: 

B:M.Jr: 

J: 

H.M.Jr : 

J : 

B: !.!.Jr: 

J : 

H.M .. Tr: 

J : 

J : 

H. lt.Jr: 

J : 

H. ll.Jr: 

- .3-

They 1 ll probably go back up if everytni.ng else 
goes down. 

Oh. Yeah. 

Huh? 

You were j oking about the market being up? 

Laughs . Why sure. 

Yeah. 

Oh QY God, yes. 

Yes . No, the Governments are off one or two 
thirty- seconds the way Government s have 
behaved I think that i t ' s - it ' s simply fine. 

A fellow called me from Montreal - he wanted to 
know 1what to hell ' was the matter With the 
market do~n here. 

Yeah - well there ' s nothing really the matter . 

That ' s t he first call I've had from out of the 
country . 

Ha -

I • ve had plenty of them in the country . 

I'll betcha 

All right, thank you. 

Goodbye. 
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H.!I! .Jr: 

Operator: 

H. l! .Jr: 

w: 
H.l! . J r: 

W: 

H.M.Jr: 

W: 

H. li .Jr: 

W: 

H.M.Jr: 

W: 

H.l!. Jr: 

11: 

H.J.!.Jr: 

11: 

Hello 

Admiral Waeeohe. Go ahead. 

Hello 

Hello, Mr. Secretary. 

Yes 

October 11, 193? 
4:40 p.m. 

I ' m in Mr. McReynolds' office right now, I wonder it 
you could give me about two minutes . 
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No, but I can listen to you on the phone tor a tilnute . ~ 
-.;; 

I - Dr . Steraneon the Arctic explorer who is going to 

send an expedition up in the Arctic to look tor these 
Soviet flyers along with t he Soviet Government wants 
to know it you could give him a rew minutes tomorrow, 
it he could come down here, and he wants the Coaet 
Guard to help out on this search by sending three men 
and a radio station t o set up there on t he Arcti c 
shores , the Army wi ll have their station at Poi nt 
Barrow. I believe the Soviet Government is going to 
make a request to t he State Department tor this thing, 

I -

Oh you handle it, Admiral, I'm Juet up to my neck -

I ' m - tnem 
It it ' s all right with myself and Mao to help/out on 

this thing will be all right with you. 

Well , I think it's a cra~y scheme, it you aek me. 

Well - t he Army is going to give them a hand, and the 
Soviet Government h&• e already got tour t our motored 

planes up there 

I ' ll leave i t in your hands. I ' ll leave it - whatever • 

you do will be O. K. with me. 

All right. 

What more do you want . 

Nothing more. 
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H.lt. Jr: 

'1: 

H.ll .Jr: 

w: 
H .~t.Jr : 

'II: 

H. li. Jr: 

w: 
H.M. Jr: 

W: 

- 2 -

Well, listen, wait a a1nute - I'• going up with the 
President Tuesday night and I ' d like to haTe Burke 
standing by at New Hackensack trca two o 1 clook on. 

'l'wo o'clock Tuesday. 
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Tuesday - I mean Wednesday, two o ' clock, New Haokensack. 

I'll wait tor word trom you then. 

Yee, wait tor word !rom me. 

All right, Burke will be i n Hackensack at 2 P·•· on 
Wednesday, and will wait there tor further word from 
you. 

And 1! tor any reason he can't coae the onl7 way you' ll 
be abl e to reach ae ie through the ottice. 

All right, e1r. 

I mean, i t they can' t do it, they'll have to reach me 
through the Treasury. 

Yes. All right, thank you. 
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H.M.Jr: 

Rgg~Uor: 
Ransom: 

H.M. Jr: 

R: 

!! . !I. .Jr: 

R: 

( H.M.Jr: 

( R: 

H.lt.Jr: 

R: 

H. I.I.Jr: 

R: 

H. II . Jr: 

R: 

H.M.Jr: 

R: 
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October 11, 1937. 

Hello 

Mr. Ransom - Go ahead . 

How do :you do. 

I ' • fine . I told :you I 1 d bring 1ou up t o date atter 
I saw Douglas in Trenton this morning. They 
had nothing very pressing on t heir minds, Just - I 
think their vieit perhaps was the result ot a good 
deal ot pressure Which may be all damp trom a great 
many sources -

Yes 

And they wanted to dieouss t he whole theory ot margine 
with us. 

I see. 

They had had a conterenoe with the Board, but the 
happens to be about a month ago. 

Yes 

And this was more a tollow up. They have an idea in 
which I m1selt completel y in accord and on which I had 
been working ayselt tor some time, namely t hat we ought 
to get baok to something .are like the statutory 
tormula which would give the - automatic elasticity 
to these margine. 

Well, listen old man, you're ooming over tor l unoh 
tomorrow, aren't :you . 

Uh 

Coming over tor lunoh tomorrow. 

Yes . 

Well, why don 1 t :you talk about 1 t t hen. 

I ' ll do that with pleasure . What tiae one o'clock? 
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K.M.Jr: 

H.ll. Jr: 

R: 

H.M. Jr: 

- 2 -

One o' oloolt. Do :rou want to bring an;rbodJ' with :rou, 
or not. 

Well, now wou1d :rou l ilte ae to bring Doug 

Jo, no. The on1:r reaaon waa the laet t1ae I wanted 
aome technical information. 

All right, I ' ll Juet ooae •:r•elt. 

0 .1. Fine . 

299 

Regraded Unclassified



H.M.Jr: 
R. 
Jloughton: 

H.U.Jr: 

D: 

H.u .Jr: 

D: 

H.U.Jr: 

D: 

H.M.Jr: 

D: 

H .l.t.Jr : 

D: 

H.llt.Jr: 

D: 

H. M. Jr: 

D: 

H .u.Jr: 

D: 

H .J.I . Jr: 

D: 

HellO 

Hello 

Hello,Bob, how are you? 

October 12, 1937 
9 : 35 a.a. 

I'm fine Henry, how are you getting along 
go back at you the same way . 

That 's the stuff. 

How are you . 

Oh, I' 111 fine . 
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That 's fine. Well, I tell you, Yr. Vinson, head chair­
aan of our - your sub-oommittee on I~ternal Revenue 
taxation, Dr. Magill and myself are in a little con­
f erence here about procedure in tax matters, and we' d 
l1ke to talk with you, t his afternoon, if it meets w1th 
your approval and be oonvenient . 

Is Magill with you. 

He's r1ght here now. Would you l1ke to speak w1th him. 

Oh, no, -he's l1ke an old shoe, I see h1m every day. 

Well, that's so, but I -

Well, I tell you -

I cou1d see h1m twice a day with 
pleasure and benefit too. 

Well , that's all right. Now, we have to have Cab1net, 
but if you gentlemen wou1d be free around ll o'clock, 
I'd be delighted to see you. 

At ll o ' olook . 

Yea . 

Th1B morning. 

Yes air. I have Cabinet th1e afternoon. 

Well , the boys w1ll be there, and ae far ae I know, I'll 
be along with them. 
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H.lt.Jr: 

D: 

H.M.Jr: 

D: 

H.Y.Jr: 

D: 

H.M.Jr: 

D: 

~ 
H.14.Jr: 

D: 

H. I4 .Jr: 

D: 

H .lt .Jr: 

D: 

H.loi.Jr: 

D: 

- 2 -

You' d better oome. 

Well -

I want to know how thinge are going down in North 
Carolina. 

Well, like what the darkle eaid about hie mules. 

What-
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Like what t he darkle eaid about hie aule, they re­
co~RD~ended trading hia you know, what a good worker he 
was, how sate he wae, and~t a good puller he wea. 
They aeked him about hi e aaddling qualit1ee, how he 
aaddled, - he aaid well Juet to be trank with you and llO'M iot 

they would like to eee the man 
they said he's Just not ae ewitt himselt. 

He's not what. 

Not as sw1tt. 

Not as sw1tt . 

Not as sw1tt hlmsel t . 

I see. 

Well, it you gentlemen come down at eleven I ' ll be de­
lighted -

Well, we wane 
All right, we' ll be down at eleven o ' clock. Thank you 
very auch. 

O.K. 

Goodbye . 
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' SEcretory of StatE, 

Washington. 

1423, OctobEr 11, 4 p .m. 

FOR TirE: TR5L1Jffi.' 

PARIS 

DatEd Oct . 11 , 1937 

REed 5 : 50 p . m. 

---
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ThE fcvorc'bl£ l..mprEssion mode: by thE first publishEd 

rEsults of t hE ccrt<'n~l ElEctions lEtl to n fair dEmand for 

francs on t h E E:xci:J.a.:f,E mnr~ t t od~r •r,d t hE fund according 

to our mt'. rkEt cont ::lct has bEEn cl: lE to rEcupEratE about 

3 , 000, 000 pounds stEr ling ~t rc.tEs vc.rying b Et wEEn 1 50, thE 

unoffici al opED ing quotot t on t h i s morning, o.nd 149. 1 7 which 

ia t h E prEsEnt rotE. ThE dolla r rotE is around 30.10. 

On thE sEcurity markEt rEntEs gainEd from (?) cEntimEs 

to on£ .t'ro.nc . Internationa l eecurit 1£s l ost ground. 

ThE financial prEss points "lth pnrticulnr s at isf action 

to thE apparEnt failurE of thE high prEssurE campa ign of thE 

Communists to sEcurE n subst nnt icl lEnd in thE ElEctions of 

yut£l'doy but in thiS rEspEct lot£ reports rEcEiVEd on thE 

Bours E this "ItErnoon indicnte: that the Communist and Soc1~~7 

1st goin is morE substnntinl thnn that r EportEd t h is mornin&• 

OthEr .factors wh i ch orE providing gr ounds for ch£Erful­

ne:ss !U'E indtcctions fran Sw1tz£rlcnd t hat thE rumorEd ntgoti·· 

nt ions .for c substantial loon hovE bEEn s uccEssfully 
concludEd 
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CA - - 2--Paris 1423, Oct 11 , 4 p .m. 

concludEd by th~ FrEnch GovErnmEnt and rEports thnt Jouhaux 

(Chairman of thE GEnEral Cont'EdErr.tion of Labor) ns WEll ns 

cErtain Socialist lE adErs arE bEginning to tnkE o morE 

rEasonablE attitudE with rEspEct to possiblE changEs 1n thE 

rEcEnt social laws and EspEcially as concErns thE forty hour 

law but no rEal EVidEncE that this is thE casE bas thus far 

bEEn notEd. 

A loan of 5 . ~0,000 pounds for thE ElEctrification of 

thE Polish rail'··~:·~ ,,:u bE gr antEd by a group of British 

f1nar:ciErs according to t hE LO!'t'Oi' Flt'ANCIAL TIMES of today. 

OnE of thE points outstanding 1a thE amount to(?) in cash 

and that to bE importEd in British ElEctrical machinEry, it 

1s statEd. 

WILSO!l 

SMS :t.'PL 
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