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P.lRAPHRASJ: OJ' TiLJ:(JW( RJ:OIIVED 

FROM: ~merican Embassy, Paris, France 

DATE: October 12, 1937, 9 a.m. 

NO,: 1427 

FROM COOBRAll . 

This morning I got back from Basel where on Sunday 

and Uonday the BIS directors held their first meeting since 

in Jul.y. 

The GoYernore in a confidential session discussed the 

successor for Quesnay as general manager , but they reached 

no decision. It appears that if the select ion is a French­

man, Auboin is the moat likely ohoioe since none of those 

heretofor e mentioned seems acceptable (those mentioned were 

Lacour-Gayet, Rueff and Bizot) . Several director s have 

a strong desire to avoid establishing the precedent that 

a BIS resident officer must be succeeded by one f rom t he 

same country, and they belieYe that there are too many 

managers on the BIS staff and would like to take advantage 

of any separations from the staff of manager s to reduce 

the nuaber. These directors also insist that when an 

outside replac ement i s necessary the beet man available , 

irrespect ive of nationality, should be given the job . 

Sa.e of the director s also expressed the opinion that 

the scale of ea1aries should be reduced. 

The 

l 
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The main point in the technical field which the 

Governors diecuued -• whether gold coins should be eold 

to private banlte by the central banks . The prinoipal 

champion of t he theory that hoardi ng should not be aided 

by euch practice wae Norman. The main defender -• Trip, 

who said, however , that if 

EliD ~OT lOll OllJ: . 

lfiLSOI . 

~:Lft 

:2 
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gold t r ansactions were limited to intra-central bank oper­
ations he would stop his present practice. low that gold 
is so plentiful he has sympathy with people of the Far J:aat 
and others in countrieo of weak currencies who eeek gold 
ae an investment and store for wealth. Trip is of the 
opinion that as l ong as the British maintain a free gold 
market where gold bare can be purchased by large hoarders 

or by dealers who cut them up or trade for coins, the 
smaller central banks should not have to refrain from 
giving coins to small boarders . Trip commented on a 
British prees remark about profit to the Dutch Central 
Bank from such transactions by saying that Great Britain' s 
annual diYidend wae twelve compared with his dividend of 
only four and a half . Inadvertently Azzolini of the Bank 
of Italy disclosed hie interest in selling underweight 
gold coins at a prem.ium. Coins had also been sold at a 
profit by Bachmann. 

Governor Norman I found to be pessimistic. He spoke 
of the extent to which the American stock market had been 
driven down by public speeches. Bonnet ' s recent maneuver­
ing within the French Government bad made a bad impression 
in London, he said. lorman does not see that anything can bl 
done t hrough international financial a ssistance to France. 
As for the British banking cr edit to the French railways, 

he 
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he said that no negotiations had been opened toward the 

extension of this credit which matures in IOYaaber and 

December of th.1e year. In J'rance ' s own interest Ioraan 

thinks that this credit should be extended, and he hoped 

they would use some of the funds now being obtained from 

Switzerland for this purpose. Norman believes that the 

franc will go lower after a abort respite even if the 

st atus quo in J:renoh pol1~.fc..! li:nd in the Goverr111ent should 

be continued after t he cantonal elections. He does not 

think that sufficient confidence will be inspired by the 

present regime to repatriate a large amount of capital . 

He thinks the balance of trade is so unfavorable against 

France and the paper balancing of the 1938 budget so 

questionable that there i s bound to be a weakening of the 

franc . Governor Norman had no report from the conversa­

tions in Washington other than t hat whi ch appeared in 

the press. Personally be said he was not hopeful of any 

agreement between British and American officials for ex­

change of data with respect to capital holdings on the 

British market and on the American. 

I had a conversation with Cobbold, who is in charge 

of the foreign business of the Banlt of England. He said 

that London banks would not give out information regarding 

American 
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.Uerioan holdings unless they were required to do ao by 

law, and he was confident that legislation in this direc­

tion would not be fayored by the present British GoYern­

ment . In his opinion, the French, always incoapetent 1D 

obtaining tax information from t heir own people and in 

collecting the taxes therefrom, would not carry out satis­

factorily an international undertaki ng on this line. 

.s 

The Sriss Jlational Bank head, Bacb.ann, confiraed the 

press report t hat the National Bank of SWitzerland 1e 

accepting gold bare froa other central banks only. I 

reported some time ago that Bachmann was encouraging the 

Swiss banks to operate directly on the London market rather 

than through the central bank when they wanted to sell 

gold. The influx of foreign funds i s worrying Bachmann, 

who is now working towards an agreement with priYate Swiss 

banks with the view to checking it. The suggestion has been 

made that the Swiss banks should not pay any interest on 

foreign deposits, that they should take in no new deposits 

from abroad, and that even charges should be levied for 

taktng care of foreign deposits already in the country. 

Some of these suggestions are objected to by the bankers, 

especially where old customers are concerned. As yet, 

Bachmann and his assistant Pfenni ger admitted, hot money 

bas resulted in no great harm to them but for two reasons 

they 
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they fear for the future. These reasons are - the world 

price for gold might be lowered a nd the Slrias would there­

fore suffer a loss, and second, there might be a sudden 

withdrawal of foreign funds with a consequent exodus of 

Swiss capital, which would lead to a weakening of their 
Recently 

own currency. /France had been the source of the principal 

gain in foreign funds , Bachmann said, although there bad 

been some fligbt f r om Belgiua and also a disposition on 

the part of Swiss holders to sell American secur ities a nd 

repatriate the proceeds from suoh sales. 

According to Bachmann, the Swiss Bank has not been 

sell ing dollars in London for the purpose of purchasing 

gold. !low and then be has varied his price so that he 

could choose between acquiring gold or foreign exchange. 

It appeared from the figures which be abowed me that be 

.6 

is trying to maintain a proportion of about 5 to a between 

the gold and foreign exchange holdings of his bank a o al­

most all of the foreign exchange of the bank is in dollars, 

and practically all of the stabilization fund io in dollars 

also; none of the latter is in gold any longer. At the 

present time Bachmann is studying the advisability of 

seeking approval of the Federal Council to allow a slightly 

greater freedom of movement in the Swiss franc. He would 

not need legislation for this since there h no idea of 

permitting it to go a s wide as the legal liaita, i.e., 
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below 3!5 or abo•e 35 percent 4n&luat1on aa C018p&recl with 

the old Swiss franc. It ie Baohm&nn1 e opinion that he 

would be lese obliged. to accept foreign currency and gold 

if he had this greater treedoa a s the Dutch Central Bank eDj 

END SECT IONS TWO TO rrvz, INCLUSIVE. 

WILSOI . 

EA:Lft 
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On this point Baoh••nn consulted Trip, who etr ongly a dvieed 

Ba chmann not to ll&ke any change. The belief wae aleo ex­

pressed by Rooth t hat Bach••nn would only c~licate hie 

own situation if he made a change now in an effort to avoid 

taking gol d and foreign exchange. I n a discussion of the 

effort s of Switzerland to check the influx of hot money 

and to drive out of Swi tzerland that already there, Trip 

insisted that such action might r eact very seriously on 

the monetary systems of the countr ies to which it would 

go if it did not go to SWitzerland; be said he is aware that 

his country would probably be the next most popular haven 

for the capital, 

I asked Trip for his opinion on reciprocal arrange­

ments for information on taxes . He said he knew the 

Dutch bad mentioned this question to our authorities, but 

he said that the official most interested in this matter , 

Sieeingedamste, wa s no longer in the Winistry of finance. 

If a whole series of international reciprocal arrangements 

could be negotiated siiiiUltaneously, Trip said t here would 

be certain advantages provided all parties thereto wer e 

in a position to carry out their obligations effi ci ently 

and scrupulously, but he said neither of these conditions 

is evident . It is hi s belief that flight is the one pro-

tection 
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teotion lett for capital i n t his day of avaricious dictator• 

and f ree spending democracies , and he doea not think thia 

ehoald be withdrawn. In hie mind t he remedy would be for 

the coantriee t o pat their own houses in order and live 

with their neighbor s in peace. In strict confidence he 

told me that the Datoh Government recently negotiated a 

treaty with ~ermany which would ghe the German Government 

the privilege of indicating to Dutch officials Gersan sub­

ject s in the Netherlands who were, according to decision 

of the German Government, delinquent in their taxes, and of 

asking the Dutch to execate the decisions of the German 

Government. The Dutch bankers and officials of the stock 

exchange, Trip said, had realized the significance of such 

an a r rangement apparently mor e than had the officials who 

did the negotiating; they (the bankers and stock exchange 

officials) had been bringing pressure to bear upon the 

Government to prevent having the measure sabmitted to the 

Dutch Parl18111ent, since they believe that it weald ghe 

Germany facilities to request the Dutch to execute decisions 

which would force German refugees in the Netherlands to 

f lee the country. 

I was told by Bachmann that late yesterday he expected 

to receive a decision trom the Swiss Government permitting 

the 
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the conclusion of the loan to the french railways in the 

amount of 100 million Swiss :trance (with option for an 

addi t ional 100 million) to the French railways for a period 

of 2 years at • percent, which is being made by a syndicate 

of Swiss banks headed by the Oredit Suisse and the Swiss 

Bank Corporation. Confidentially, Bachmann said, the 

negotiations had been rather long because of the conditione - ~ 

~bed to the loan; the French had been asked to concede 

to Switzerland certain quota benefits. Secondly, a double 

taxation agreement between t h e two countries was involved, 

and thirdly, an arrangement was sought by the French fiscal 

authorities whereunder the Swiss authorities would reveal 

information regarding holdings in Switzerland of French 

capital . The f~rst t wo points were included satisfactorily 

as the agreement approached conclusion yesterday evening. 

The third however had been definitely refused by the Swies. 

From other sources I have t .. zw••xtwwt received positive 

information that the Swiss bankers who are taking part in 

the loan refused to go further with it unless the J"renoh 

request for tax information were declined by the Swiss 

Government. 

Bachmann t ol d me that with regard to the above loan, 

there was no requirem ent for gold to be deposited in 

Switzerland 
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Switzerland as secur ity. The Bank of France was giYing an 

undertaking to provide the foreign exchange for both the 

interest and capit al repayment of the loan as might be 

required and the undertaking of the Bank of France was being 

guaranteed by the French Ministry of Finance. 

The Swedish Central Bank GoYernor , Rooth, .Uu•••"!I'V! 

confiraed the report of Noraan that negotiations had not been 

opened for renewal of the ori ginal London credit in which 

his bankers had participated. It was Rooth 1 s t hought that 

the Swiss might take over a part of the credit, and the 

Dutch might also do so. I asked Trip whether the li'etherlands 

Bank would permit Dutch banks to do this, and he replled 

that he had a legitimate excuse for not taking part. They 

had not been completely suooessful in the Dutbh East Indies 

conversion loan with the result that on October 18, 

300 ,000 , 000 florins cash 1111st be paid to holders who did 

not take part in the conversion. In addition the Dutch 

Central Government has a conversion operation of OYer 

1,000,000,000 florins which wi thin the next fn weeks it 

wants to take care of . Therefore there is no cbance for 

a costly French credit to come on the Dutch market and 

disturb it . 

According to Rooth conditions in SWeden are good, and 

in the present circumstances there is no likelihood of 

appreciating 
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appreciating the crown. On this point Swedish eoonoaists 

now agree with him. Should there be an important riae in 

world prices, they would reopen the question. 

I was inforaed by the Go•ernor of the •at1onal Bank 

of Belgium, Franck, that appointees in the Belgian Oo•ern­

ment are retired at 67 with a possible two year extenaion. 

Governor Franck 1e 69 now and before the end of the year 

· ? _._ 

he will be 70, and by that time will have to le&Ye his 

position. It had always been his hope that his successor 

would be Paul van Zeeland, but be said now it ia absolutely 

uncertain as to what the future of Paul van Zeeland will 

be. He is in the south of Franca just now for a rest, 

presuaably, but actually he is writing his repor'li on 

international economics. 

It is the opinion of lllllny of Paul van Zeeland' e old 

f riends in the BIB that he has burt hie career tremendously 

by getting invol•ed in the international inquiry when 

neither the British nor 'the French would giTe hia their 

sincere support. Thua hie effor'lie were dooaed 'lio fail 

because he got hie Xing 'lio issue aucb an 111-adYiaed letter 

and because he waa a par'liy 'lio arrangeaeo'lis wi 'lib the Oen'liral 

BanJt to his own :r.eouniary profi'li. 

Governor Franck 'told me that France waa not in a poBi­

'liion to coapete with Belgiua and that the depreciating 

franc in no way threatena 'the belga. Franck' a optiaiaa on 

'lihh 
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t his point wae not s hared by Rooth and soae of t he other 

observer s . 

I bad a long talk with Schaoht , who epoke as if be 

would soon resign troa the Uinietry of Economics and 

within a f ew months would lea·n the Reichsbank. b I 

said t hat I did not understand how be might be disposed 

to give up the Ministry .aaa s ince I bad t hought be had 

taken it p.r ovisionally and I wa s sure that it must be a 

tremendous burden to carry the two tasks, even for a 

person of his capacity for hard work. I n answer he said 

that I should not conclude that it is especially over­

powering t o occupy two poets when the example is given 

to the world of one German llinister - he would not men­

tion any names - filled a dozen posts having to do With 

aviation, opera, hunting, the four-year plan, and so on. 

Schaoht himsel f was 1n good health aod spirits, but I 

13 

got the impression he was tired of hie long fight. Be 

frankly tol d me that in the circumstances he f elt he had 

accomplished a lot but that there were too many disappoint­

mente, partioularly'in the i nternational political fi eld. 

In hie opinion world peace could beet be aided by first 

improving relations bet ween Great Britain and his country. 

Be doee not think that t he bold prograa of the Italians 

will precipitat e any war, but he was not eo aura tbat the 

Br itish 
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British, when they are better prepared, wouLd not welooae 

a war. It is his belie! tbat France is most desiroue o! 

peaoe. He belieies that public oriticisa by officials o! 

one country of the government or people of another is one 

o! the most serious hindrances to international peace. 

Such oriticisa, he said, usually stiffened the opposition 

in the second country and only caused it to follow the 

policies already started in a more determined faabion . 

As !or general conditione, Schacht said that disappoint­

ment is in store for those who still await an economic 

collapse. He said that he bad not been able to take 

advantage o! the opportunities now afforded in foreign 

trade !or sending Germany' s normal heavy industrial equip­

ment abroad to anything like the degree which would haYe 

been possible i! there bad not been continuation o! 

armaments. However , as a result o! the drop in pric ee 

o! raw materials which Germany must import, he was looking 

forward to some new improYement in his export trade. 

Some o! my other friends, including Rooth, talked wi th 

Schacht and said t hey t hought be would leave the Mini1try 

soon and would threaten also to quit the Reiohebank. 

However, they still doubted whether Hi tler would b&Ye 

sufficient confidence in hie party's financial talent to 

risk a replacement o! Schacht in the Reich.abank. 

The Japanese director•, lanoye and Igita, patriotically 

tried 
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tried to defend the rar Eastern policy o! Japan, but 

they were visibly not happy. lone ot those with whoa I 

talked thought that the United States would go to war to 

atop Japanese aggress~on in Ohina. leither did any o! 

my contacts think that public speeches would atop Japanese 

aggression. To boycott or quarantine Japan does not appeal 

aa an effective measure to those central bankers who still 

remember that economic sanctions against Italy 14i~~~ ~~ .. ~-==. 
+ 

prevent the conquest o! Ethiopia. (In this connection, 

you may recall that shortly atter sanctions were imposed 

I visited Italy and reported that many Japanese were there 

studying the Italian methods for achieving economic ael!­

sufficiency.) There seemed to be a general impression 

that Japan would now be spurred on to hasten her e:xploi ts 

in Ohina, and that it well-advised, they would negotiate 

an early agreement wi t h Ohina whereby they would not 

try to get Shanghai but would instead acqui.re certain 

territory, including Peiping. 

ltuoh interest centered around the situation in France. 

According to the returns !rom the cantonal elections re­

ceived by yesterday avenin~ , it ie likely French politics 

would remain as at present. The observers saw that an 

i .lllllediate improvement in the franc n.e reflected t hereby. 

Thera is general agreement by moat of these observers that 

the 
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the f ranc has gone as l ow a e is required by the present 

economic s i tuation of France. HoweYer, moat of them were 

unwilling to express the slightest confidence in the currency ' s 

long-term outlook. It i s still felt t hat it ia not possible 

to br ing about real financial recoyery under a goYerDIIIent so 

conspicuously influenced by the Extreme Left , and that a 

f i rm and durable f oundat ion baa not yet been reached even 

though the franc may now and t hen show temporary improvement. 

The Governor of the Bank of France, Fournier, and his 

assistant Boisang6r, tried to convinc e their BI B colleague s 

that if they could now stop the flight of capital f r oa 

France at this level the currency could be held even if 

there might be considerable delay in ao~al repatriation 
French 

of/capital. lLy friends are not convinced that currency 

difficul ties for France are ended , however . They appreciate 

the need of cheaper capital for r eviYing French industry, and 

are familiar with the difficulti es which high coat of pro­

duction presents to industry, as well as the pr oblems 

which are now arising from the high coat of 11Y1ng to the 

middle c lass and labor. The weakness of the financial and 

cr edit s1 tuation i s br ought out by the fact that France ie 

obliged t o borrow abr oad a nd oan get only such co~ratiYely 

small a mounts a s given by the Swiws. 

As to the world outlook, most of my oontaota were not 

80 blue aa GoYernor lfol'll&l1. In thei r opinion there baa 
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recently been i~roTeaent in the J:uropean pol1Uoal situa­
tion in spite of annoying tactics followed by Italy with 
respect to Spain. K:r friends are not conTinoe4 that econ0181c . 
facta warrant the drop in world prices for o~oditiee 
and securities, and once certain present p ayoholo.ioal 
obstacles are oTerco-e, t hey beliSTe there will be a pick­
up. By no means do they think we are entering a second 
oriaia before we baTe thoroughly c01ae out of the one just 
experienced. 

Beyen Will not be able to v1a1t the United States la•• 
in October as originally planned because of the question of 
raarrangement of the managerial staff of the BIB. .After 
the next aeeting of the BIS (RoTember 8) it still may be 
possible for hi• to get a-y. Beyen would plan to be back 
1n Basel for the December 13 meeting. 

DD KISSJ.GK. 

WI~. 
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H.M.Jr: 

Operator: 

H.M.Jr: 

Operator: 

H • .U.Jr: 
Earle 
Bailie: 

H.M.Jr: 

B: 

H. lt.Jr: 

B: 

H.M..Jr: 

B: 

H. rt . Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H • .U. Jr: 

B: 

H.II.Jr: 

B: 

Hello 

Hello . 

Yea 

11r. Bailie . Go ahead. 

Good morning, Henry. 

How are you'l 

I'm tine, sir, how are you? 

Very well . 

October 12, 19~7 . 
9:158 a.a. 

.a 

Now, Henry, the two th1118s that I wanted to say to you 
are thsse . When we talked over the week end, I told 
you that I thought there were certain times -

Could you talk a little louder and a little slower . 

Yes. When I talked to you last Friday, I told you 
that 1n three or tour days I felt that t here was a oerta1 
etab111ty c oming into parts or t he market, and there were 
1nd1cat1ons ot that last week. 

Yee. 

But that all va.n1shed yesterday. 

Yes 

And yeste~~Y with a type or sort or relentless esll1ng, 
all day long which you couldn't see t he end or -

. No 

And 1t sucked i n. 

It what? 

Sucked ln. 

Sucked 1n. 

Xee. Amsterdam wasn't- and Paris 
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Yee. 

In other worde the weakneee yesterday had spread a great 
deal more than juet a good aargin and it wae lhowing not 
only in the period aarket, that I aentioned, but it wae 
&leo showing in all the co-odi ty aarltete, and I 1:h1nk 
you haYe to eay that there '• a broad inflationary 
aoYement going on -

A what 

A broad inflationary movement, which at the moaent 
doesn't eeem to be in control, I mean ite nearer out 
or control aa I view the aarket yeeterda7 . than I have 
eeen tor 1eYer&l yeare . fhererore, I '• more concerned 
about it then I've been . Well, really ever einoe -
eYer Iince you a.nd I have talked together -

Yee 

I'm aore- there 's more or a queation ih my aind, it'e 
lees clear to me where the stopping point on the thing 
ie, 

Yea 

It's against that background- it seems to ae that­
aeeumed tremendous importance a.nd it assumed great 
1llportanoe ae I saw it rroa your point or view a1 
the boya that paid the money. 

'l'he boys, what . 

As the boye who have to pay the aoney. In other word•, 
the Secretary or the Treaeury,. got a question of revenue 
in your hand1 . You're the one that ie responsible tor 
it, and this deflationary movement has now reached the 
point and it goes on where taxe• are going to be Yery 
eeriouely affected, and thie whole aoveaent ie, in a 
eenee, aan aade. In other word• it doesn't arriYe out 
ot exoeeeee in the bueine11 eituation ae the •tate ot 
1929 arose . It' e the lack or oont1denoe bordering 
almost on dieorder, or you cou.\d use the word panic, 
it you wanted to, but that would be putti ng it a little 
strongly. It isn't quite that , it's sort or utter 
d.iaoouragement . 

Yee 

How, it thil that you're •peaking of adds to that, then 
I think the aarkete are going to be h1 t Ye'r'f, Yery badly. 
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Yea 

And that's what'• d1eturbing. It ien't eo auoh what il 
said, that I think ia it ie the fir1t th1118 that 
should be aa1d. In other worda if that ahowe4 a 
realization ot a ~rtion ot the bueineee ooaaunit7 th& 
d1tfioultiaa ~117 re taoing and th1a aaeme to be against 
that aort ot thing, but ra~er tor it, then I think we 
ehould be nry hopeful. 

Yea 

But it will be very ha:•atul, on the other hand. 

Yea. 

It 1how1 atagoniam, tor it shows a dea1re to bear down 
on any ohangea at t h i11 .aoaent, I aean it 1 a like taking 
a aan ver 7 eiok W1 th a high tever, -

Yea 

And trying t o tell him that it 1 e going to be good tor 
h1m to put a new root on his houee, something of that 
kind. 

Yee 

I mean, it 1 e Juet­

Yes 

Do 70u get -:r point? 

Oh, I'a lieten1ng, but it1 a got to be a one-wa1 
oonveraat1on. 

Of oourse it has . 

No, I'• psrfeotl7 willing to lieten, but I - I'• not -

I understand. 

I' • not going to make any ooamsnt, 1! 70u don't a1nd. 

Of oouree not, I didn't expeot 70u to. Ord1nar117 I 
don't th1nk that th1e thing aakee auch 41fferenoe, one 
way or the other, but the etate ot aind ot the bue1nees 
oo-un1tiee, as shown 7eeterda7, lll&kee any statement I 
think real l7 very iaportant, and I thought that I 
wouldn't ea7 that, beoauee after all you have a ohanoa 
of doing aoaeth1ng about it, and r1ghtly. 
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Yee 

Now, on the other thing 1e thie, that, you ea1d to •• 
on l'r14ay that rou bad a teel1ng that the etate or lllnd 
ot the u.nderwrit1ng ooiiii\ID1t7 1n New York wae one ot the 
1aportant faotore here -

Yea 

I think it ie an iaportant factor, 

Yea 

But 1t 1e a very, very auoh broader than that . It 
didn't embrace the whole o~~n1t7. 

Yea 

And if you want to get down to the fundamentals, eo .. 
tiae, I'd love to chat about that w1th you, but I .. an 
that 1an't tor a busy aorning. 

Yea 

And I've really made it a point, that I've had in mind 
to make. Now when I como down next weekend, I'd llko 
to have dinner with you on Wodnoeday -

Yea 

It you've got eome tiae on Wednesday afternoon at tho 
office, that I could drop in and talk to you perhape, 
or I could walk home with you. 

Yea 

Before your no bua1neaa rule applies -

Yea 

talk atterwarde, I'd like to do it. 

Wall, I'll aake a nota of it and I'll keep 1t 1n a1nd 
and we w1ll f1nd the ti••· 

O.K., old fellow, 1n tho •eant1•o 

All right 

!aka care ot roureelf. 
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Goodb;re . 
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October 12, 1937. 
10148 a.a. 

~ is he in a Jaa. 

Well, he had made all t he pla.ns and in addition to that, 
why it doeen 1 t tit. The banke which haTe the 
out are the onee that happen to haTe the cash that th• 
can pay them ott, eee, and he'd lUte nry auch to haTe 
a chance to talk it OTer. 

Can ' t today, talk it over Thursday . 

Well. 

I can see him 10 o 1 olook Thureday . That'• the first 
time I haTe a chance . 

That's -

11 o'clock Thursday. 

11 o'clock. Well , it Carl has to go out on that day -
that's t he 15th, you ses. 

Well , now, listen, the bigger organization• ot Mr. 
Myer'e are poetponed 

Well, what I think we could do i s to take hie twenty, 
and then peddle it out, -

All right, t hen, supposing things go bad. 

Well, take this chance . 

I'm not going to do it. To hell wi th B111 Myers. 
I won't do it. Well I'll let it adjust 1taelt. 

Well -

I ' ll eee h1m. Good God -
I mean, here'e Consolidated gas at eighty million 
dollars, and Morgan Stanley, who ' s got bra1ne keep 
their eel Til olean and Henr)' Morgenthau, Jr . , 1e going 
to do the eame tor t h e Treaeury and Mr. Bill Myere oan 
adjust himself to me, and if necessary I'll see h1m at · 
tour o'clock and I will not do it . I won't do it. 

Yea. But you will eee h1a at tour. 

I ' ll see him at tour, but you might Just as well let him 
know he can change hie call, he oa.n readjust himself 
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and eYerything elee. He can turn himself inside out. 
I 811 not going to load i1J ehelne with a lot of Farm 
Cred1 t bonds . 

0 . IC. 

I won't do it, and you bring h1a in at four o ' olook 
and I'll tell h1a so. 

All r ight. 

But he better find out some way to handle it, but I 
aa not going to take his stuff and I won't let him 
sell it. 

Right. 

If necessary we'll postpone the whole cost • . I' l l 
postpone hie whole oaet . 

0, IC. 

I mean - I never forget Bill Myers, when hie stuff 
got stuck here, and they couldn't sell a hundred 
mill ion, they only sold eighty five, Henry Morgenthau Jr. 
- it was hie failure , and I'm not going to have any 
failure in a wholly owned Government corporation th1s 
tlae, - not as long as I'm Secretary. ·say, a re you 
with me? 

I th1nk we could do the twenty 1f we bad to. 

Well, l i sten f ellow,you work it out , but not out of 
my pocket. 

All right. 

All right. 

I ' l l have h im be there at four. 

O.K. Goodbye. 
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Ho!A. Jr: 

Operator: 

Jl: 

H. l.l . Jr: 

H.Y. .Jr: 

H.Lt. Jr: 

lol: 

H.M.Jr: 

Jl: 

H.1! .Jr: 

AI: 

H.M .Jr: 

.ll: 

Hello 

.llr. liag111. Go ahead. 

Hello. 

October 12, 1937. 
~:50 P· • · 

Roe, I got your message f rom .llrs. Klotz . 

Yeso 

Fine. Now the President suggested that Henry Wallace, 
and the Treasury, myself, get together on what his 
program 1s. And I - I - So I said to Henry Wallace, 
•we 1 re ready any time you are• o 

Yes. 

But frankly I said to the Cabinet and to Wallace -
I ea1d, "You ' re the biggest probl em we've got . • 

Good t or you. 

25 

And the Cabinet . I said, "Now Henry when will you be 
able to discuss how you are going totinancth1s cotton 
program, • so be said, "Well, I euppose we' l l have to be 
ready before Wednesday, when the President said he 
wanted to see it.• So he said, "I ' ll have to get busy 
a.nd call my men t oge ther and begin to work on 1t.• 
Well, that ' s gospel truth. He' a got to call hi s man 
together now, and he being the principal person t o 
urge the President to call a special eess1on, which 1s 
going out tonight - tonight Henry Wallace calls hie 
people together to discuss bow t o finance 
and what the program 1s t~ be. 

Isn' t that amazing, real ly. 

Well anybody else, they ' d keep t heir coat, t heir pants 
and their undershirt on. 

Well, don 't you think the beet thing to do ie to-
I am Just wondering it I could slip the word to Kent, 
and Tarleau - in some kind ot very informal manner- it 
locke to ae like the boye better be getting their 
information together on that proceee1ng tax. 

But - well , it may not be that. 

It may not be that • 
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But, they oan work on it, but it may not be that . 

Yee, but still I think t hey had better get themselves 
together, because - I don't like to etart work Tuesday 
night, to be read7 tor the next Wednesday, no matter 
what Secretary Wallace does . 

11Q' own guess tonight ie that the beet gueee woul d be 
a prooeeaing tax. 

Yea . Well, I thinK they had better be getti~ their 
atutt together. 

All right, Professor. 

'!'hank you very much, air. I think I 11&3' go home now. 

I ' d stay home tomorrow. 

All right, air, I wil l . 

Thank you. 
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Hello 

Jonee. - Go ahead. 

Hello, Jesse . 

Hello 

l:!elll'1 talking . 

How are you~ 

I ' m not Yery good, Jeeee. 

Kind a low today, are you? 

October 12, 1937. 
4 119 p.a. 

Well, Bell hae Just been telling me what you're 
talking about Henry Wallace and yourself on ooamodity 
credit. 

Yes 

And I don ' t see how anybody- even a wizard could make 
any estimates on financing it you shift the picture all 
the time like that. 

Yes 

We can't run the Treasury - we can 1 t run the Government 
like that . 

Well you've got the say -

Well, I mean - Wallace eat in at Cabinet tor two 
hours, and God damn it, he nenr aaid a word about it. 

Hed1dn't, ah. 

And the President aaid - not a single word. Now I 
don't think that's playing ball. 

Well, I - be was up here last week about the corn loan 

Yea 

And talking about - fifty oent loan. Wall, there ' 1 a 
billion - there' a two and a halt - two billion, au 
hundred m1111on buahele this year eetimated and that ' 1 

more than a billion above last year, eo that I talked 
down there and I gaYs Dan the beet guess I could giYe 
him. 
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Well, now we 1Ye Just gone all through th.ie thing, we 
aade our eetiaatea !rom now until the 16th or 
December and no one hae eaid a word, I'Ye been with 
the President, I wae with h1• practically all day 
yesterday. We talked about agrioul ture, we talled 
about agricultural !lnanclng at Cabinet and Wallace neYer said a word. 

Well, now, on th1e - on the corn I said to Bell 
that loan would probabl y be announced ln NoYember, 
i t one ie made at all, and the aoney,wouldn't a great 
deal go out before the lOth or December, but lt will 
all go out by about February or March. 

Yea, but that comes directly in the budget, -

I Jtnow it does. 

Now listen, J esse, -

Yee 

You - I - you and I haTe got eome financial sense, 

That's right. 

Now, let 1 e stick together on this­

I'm wlth you one hundred per cent. 

Now, I ' a going up tonight with the Preeident,and 
dedicate a Poet O!!lce, at Poughkeepsie - tlrst one 
I ' Ye eyer done. I ' ll be back here toaorrow nlght . 

Well walt a minute. 

Yea 

What's Jla golng to say about that1 

Jia who1 

Jla Farl ey. 

Well, thia happens to be ln Ducheas County. He 's 
dedicated !lYe hundred, tour -

Let you dedicate one, is he? 

Four hundred and ninety nlne he dedicated, but he'• 
golng to let the Preaent and .. dedicate one. 

·Z8 
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.Ul right. Fine . 

But now, listen, we ' ve got to keep our teet on the 
ground because it the Treasury doeen •t we ' re going 
to have some trouble. Well, now, Henry Wallace , 
eat there - he had all the time in the world, the 
President waen1 t rushed -

Uh-huh . 

28 

He asked him about agriculture, agricultural t1nanoing, 
and he never said a single word . 

Uh-huh. 

Now we just haven' t got the money, Jes se. 

Well -

And I'm just through - Dan and I g1v1ng the President 
the t1gures, the budget summation 1e out Tuesday 
morning and t here'• nothing 1n 1t, and I ' m not going 
t o put 1 t ln. 

You mean there's nothing in it - the one that ' s coming 
cut . 

The one that's coming out Tuesday morning. 

Uh-huh. 

Now your people are in touch wlth Bell all the time, 
we didn 1 t have anything like this . 

No. 

Now, it' s not my budget, it's t he President's budget. 

Certainly, cert~inly . 

And we don't want to make a joke out ot hlm. 

No. 

Well, I ' m going home tonight, and I ' ll be gone about 
a week. When I get back I'll call you. 

P'a1r enough, and in the meantime we agree nothing 
happens . 
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-. -
J: .lbeoluhl)' . 

H.M.Jr: What . 

J: Abeolutel)'. 

H.t.&.Jr: o. )(. 

J: Goodbye. 

K.ll.Jr: !hank you. 
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R. Doughton:Hello 
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H.M.Jr: 

D: 

H.M.Jr: 

Hello, Bob. 

All right, Henry, how are you? 

Oh, top ot the world . 

What'• :you now? 

Nothing. 

Well you know, I thought our conversation in Congress 
was very tine toda:y. 

One ot the best we've ever had, Bob . 

I tel t very coatortable. Well, say, )'OU know I 
aent1oned to :you over ~here at the White House or 
somewhere, -

Yea 

About those three investigators. 

I've taken oare ot that, and I'll tell :you what hae 
happened. 

Uh-huh. 

That request did not go acrose my desk but it oame 
trom your Senator down there . 

Yes. 

But )'OU needn't worry about it, that's not going to 
get &Jl)'Where . 

Well I thought 1t would be awtul it 1t did, you know, 
with the situation. 

I ' ve taken-

Listen -
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I had them reappointed, reappointed and r eappointed 
until you all f i nally told me you wouldn't do i t a ny-
aore You did t hat t1Aie but with 
the understanding that it couldn't be done anymore . 
The President wouldn't issue an executi ve order 
establish a precedent like this . 

Don't worry, it isn't going to happen. It I did it 
tor anybody 1n the . State ot North Carolina, there's 
only one fellow I'd do it tor and that's Robert 
Dough ton. 

Well, t hat's awful 
now, you know, t he 
1t. 

tine, but it it ' s to be done right. 
other crowd will get credit tor 

~ .. 
Well, it ain't going to b e done . 

, But, it later on, you can do it, why or course that's 
another thing. I didn't aim to worry you about it, 
you were so nice about it, I didn ' t want you to do 
something that was unreasonable, I don't make demands 
l1lte that, I went just as tar as they could tor those 
boys, and you know. 

Well , it I ever do anything i llegal, I'll do it tor you. 

Well , t hank you a thousand t i mes, but juet let it sail 
along then. You sai d the request had come from the 
Wh1 te House. 

Yse , I think it came from Senator Bailey. 

From who? 

Bailey. 

Reynolds. 

Reynolds, I mean. 

Yes, Reynolds, -but t hat wouldn't be t he White House. 

Well , it went directly to t he White House, i t didn't 

go through the Treasury. 

Went from the White House. 

I haven't traced 1t down yet. 
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D: 

FI . N. . Jr: 

D: 

H. IL . Jr: 

D: 

- 3 -

How's that? 

I have not yet been able to traoe it down, but it 

was !rom Reynolds- it came !rom Reynolds, that's all 

I know. 

By George, you know it they get bumped over and I 

hadn't then they would have made a mighty man out ot 

him and I'd be belittled and discredited. 

Well, it never went through t he Treasury. 

It they had come to me about it 
but the dirtiest piece ot damned business ever was 

undertaken. 
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H.M.Jr: Well 

D: 

H.M.Jr: 

D: 

H. M.Jr: 

D: 

H.M.Jr: 

D: 

H.li.Jr: 

D: 

H. N. . Jr: 

D: 

I wae doing everything I could and they 
kept you and kept you and kept you 

as long as I could. 

Well, don't 

Then they go and try to get it done over my head, and 

didn ' t know anything about it and then have them get 

credit tor it, t hey never even confided in me, know. 

Well , don't you worry, -

Well, I'm not going to worry, but I Just wanted you 

to understand the situation. 

I understand, I don't- I can't do it- it I could 

do 1t, you'd be the only fellow I'd do it tor. 

Well, that's wonderful, that's tine. It you could do 

it, ot course, it you could do it tor me I ' d be delighted. 

Well, I don't think I can. I am afraid it's a little 

i llegal. 

Well , I understood that and I didn't aim to aek you 

to do something that was unreasonabl e. 

Oh -

You are a.lways so kind to do anything and the President 

and everybody else, you know, that I don ' t want to spoil 

my influence by trying to get something done that'• 

unreasonable, at all. 
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H.w.Jr: 

D: 

H.H.Jr: 

D: 

H. )II . Jr: 

D: 

H.M. Jr: 

D: 

H.M.Jr: 

D: 

H. !4.Jr: 

- . -
Abllolutely. 

But, ot course, I don't want anybody to know that 
I've called about. 

Oh. 

Well , 1t Just stand 11ke 1t wall, 111 1t? 

Absolutely. 

Well, thank you 110 auoh . 

Take oare ot yoursel f. 

You t he same, aaybe I'll 11ee you again before I l eave . 
It I don ' t, I'll call you up. 

I hope eo. 

Thank you very very auoh. 

Goodbye . 
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October 12, 1937. 
4 : 35 p.m. 

lS 

Rentschler: How are you by this time? 

H. li.Jr: 

R: 

H.li.Jr: 

R: 

H.&!.Jr: 

R: 

H.M.Jr: 

R: 

H .M.Jr: 

R: 

H.M.Jr: 

R: 

H. I!.Jr: 

R: 

H. lt.Jr: 

R: 

H. li . J r: 

R: 

H.U.Jr: 

Where are my what? 

I say, how are you by this tiae? 

Oh, I'a riding high, wide and handsome. 

That's good. I missed you the other day beoauee we 
didn't get away from the State Department till about 
two o1 olook and then when we got back they eai~ you 
were going to be tied up all afternoon. 

Yes, well lliss Chauncey gave me your oard. 

Yes, then when I called you up on Monday they said 
you were locked up again, eo I thought they had put 
you in without reprieve. 

No, they said a very handsome man had called on .me. 

That's vary good. Well you tell llies Chauncey 
that 1 a all right. 

All right. 

On this Japanese thing, I think what happened ie 
that those boys have out our shipment -

Uh-huh. 

Very aatarially- that waa coming to ua. 

I aee. 

And I rather imagine that what's happened ia t hat it we 
stiffened our aooount in order to try to find out where 
this thing waa going in the laat aix months -

Yea 

They probably have round other waya t o do it -
either oaeh or eoae other faoility -

Uh-huh. 

And I rather imagine it wae oaah. 

Well, I haven't gotten the tigurea yet, but we got the 
wires out. 
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R: 

H.M.Jr: 

R: 

H.li.Jr: 

R: 

H.M.Jr: 

R: 

H.W.Jr: 

R: 

H.IA.Jr: 

R: 

H.M.Jr: 

R: 

H.Al.Jr: 

R: 

H.lt,Jr : 

R: 

H • .II.Jr: 

R: 

- 2-

Well, I think that there'• a good deal more coming in, 
t han we had &n7 reaeon to belieYe ten daTe ago . 

I th1nk eo. 

And ae to going out, I think the eaeieet - the beet 
way to oheok that - it there ie any accurate way ot 
getting it - would be on the protite that they haYe 
been issuing tor exchange. 

No, we 1 Ye got a better way than that. We control 
the Ports . 

Yea, wel l or course you could get it there both in and 
out. 

Well , we are. 

In a way that' s much superior to what we' re getting. 

That's right. 

Yes. or course you've got the tigure on this exchange 
situation. 

Yes. 

Which looks like there's again some attention OYer 
in Europe. 

Well, we ' re keeping in close touch with it. 

Yea, well you know all that I know about that. 

Yea, well, we're 

Yee, yea. Well, that's all right. 

All r1.ght. 

Nothing else JOU know . 

Not a thing. Take care ot youreelt. GoodbJe . 

Goodbye. Good luck. 

3& 
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CA 

Stcrctarl' of Sta tc, 

llashington , 

1431 , October 12, 6 p .tl , 

7nOM COCHRAil 

Gray 

PARIS 

Dated Oct , 12, 1937 

Reed 6 :20 p . m. 

i!'rench control was able this .t'lr~r noon to acquire 

i.J:l!:)O::'tant llLlO\:llto of sterlin3 and dollars . l!arket contact 

esti~~tes zontrol's sterling gains for yesterday at 

8 , 0C0, 000 !)OUZ:ds and this foren:)on 4 1 000 1 000 po:Jnd s , One 

Pa~·ia .!.mcrican l:lank purchased · ... <! 1 000, 000 for contr ol y es­

tcrdo.:r and (14 , 800, 000 this for<:noon • ..mother A'll£ric:-an bar.k 

hcs the order tl:.is ar:;crnoon bu".; doc s not appcs.r v er y 

active . llarket has also slackened in sale of sterlin3 this 

afternoon and low r ate of 148 , 20 had mov ed be.cl~ to 148, 35 

by 3 :30 p . m. Vlith control evtn givinJ a little 1terl1ng 

to stea dy t he movFrncnt . LikEWi s E ir.pr?ved ~or 1ard fr3nc 

rates uere not h eld at their best . 3entcs up; Freno~ 'hares 

"1csitant; internationals bad . I talians r eply, r1IE1ors of 

d"'.ffic~ltics of important international banking house and o: 

one An!3 t er dam banl: acutely contributed to wca km:ao of 

i nternationals . Part of London 's weakness comes fro= sale 

of sterlinG for trancs . 'ost observers feel France needs 

lSC franc rate a nd expect little a trenzt hening beyond this 

level, some even thinking rate hno already been pErmitted 

to 

37 

Regraded Unclassified



CA --2--1431 from Peri~ Oct 12 

to itl"l'OVE too much , Sti ll too Early to sEE how d EEP 

or lon~-Enduring pres Ent improvEd acnt1m£nt lllllY bE , 

OEllEr::.l imprEssion is that purchns£ of francs to datE 

baa b Ee n for covEring important spcculctivc transactions 

~J\Q for immediate and pootponcd u~nincso requirements. 

·;o ::;r-.: tltnE r eturn of capi tal yet evident . 

mLSON 

Sl!S ~IPL 
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October 12, 1937 

Conference hold in the office of the Becret&1'7 on 'fuoedq .OrlliiiC, 

October 12th, troa 11:00 to ll:JO .L 11. 

Preeent: !he Socret.r.r 
!he Under Secrotar,r 
Mr. DoiiChton , Cbail'llall of the 'fqe &Jld llo&Zla Co.ai ttee 

Mr. Prod Tilleon, Cha1raan of tho '1117• aD4 lloaD8 llllboo.al.Uee 

on Internal !o•oauo taxation 

Mr. fhoaae Tarloau, Lepl J.eehtent to tho Under Socrotar,r 

!he contoronco etartod by Mr. Vineon and Mr. DoJIChton alld.ng the 

Secrot&rT whet hh plano were w1 th reepoct to t he tax procraa. !he 

Secretary ooid that thoro wore aeTeral thing~ he thoU&ht ehonld be dono 

at thie tlu aD4 wore beiiiC worked on 117 the Departaent. nut of all, 

there waa the aatter of the elimination of certain of the auhence 

taxea aD4 t he queation of wbicb of thoee taxea were t o bo eliainated 

and wbore tho lose of reTenue duo t o t he elimination was to bo made up. 

!he Secret&rT aUQ;•ated that the aoat toaaible w117 to do thia waa to 

liot the exciae taxo1 in the order of their undea1rab111ty and then to 

el11Dinate t boae that were &creed upon 117 the &tao CoiiDi ttee &n4 117 

the 'l'rouur;y ao the moat undeairabh. Mr. Doughten atated that be 

thoU&bt that on the crounda of equ1 ty alone all t ho oxche taxes abonld 

be abolished and that tho only aetbod of detoriDining which onea ebonld 

be abollobed was 117 deteriDioing the 41ft1cnlt1ee &n4 expense of cellae-

tion. He aaid that be had been i ntoraed 117 persona in tho pluc tobacco 

induetry t hat the exc1ae taxoe on plng tobacco wore prac\1call7 rul.lliiiC 

the buaineaa. llr. Wagill atated that he thougbt thoro were other criteria 

that aight bo ueod heaidee 41fficnlty of collection and ·~•nso of 

collection, and the Secret&l'7 and llr. Tl.neon agreed. !he Secretary alao 
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atah4 \ba~ tM quatloa of corporate h.zaUoa oacbt to 'be l.ooke4l b\o 

all4 \bat \M !1"euu17 waa pNpartac charta allo'l'iD& \M effaot oa 41ffereat 

a1se4 corporatlou of Jeural h.zee: the effect balD& npreue4 1D pe:r­

cantece• of the 41ffareat t1P" of h.zaa to aet &ll4 ll'OU 1aco.e. 

llro Tiaooa atated that he tho'QCht thia work would be T11'7 helpful .-4 

auggeated that tbe aaller corporatiou 'be 11lcb4e4 ill the charta. 

llr. Do'QChton aalte4 tM 8ecret&17 wM\Mr tM plaaa ware MralT for 

a readJuat81At of tM preaent total ta.z loa4 or wbatMr tM !l"IUUI'J 

would ougeat bcreaoed totol taxee. lD anawer the Sacrat&l7 atate4 

that he 'l'iahed to aalr:e 1i perhctlT clear to tM Con&r••- that lt .... 

hie oplnioa that tha 1101t 1.11portant Job before th• wu to 'bolaDca \M 

lludcet 'l'ithill the flacal Tear 1938-39· llr. Tineon aaid that tha faellD& 

on the !1111 na that the ~et ahould be 11alance4 at the aarlhat prac­

tical 110aent, and Mr. Do'QChton aqeed that that wu the feel1D&, 'but 

a4de4 that there ware QliT IJ'Oupa that would prau for their own parU­

cular apprcpr1at1ona. !be CoJI&r"-n -czoee4 '1'1 th tha Secrat&l'7 that 

llalanclll& the ~et na laportant &ll4 would han to be acco11pllahed u 

quieklT ao poaelbla. Mr. Do'QChton &eked the Secrat&l'7 what hla peraonal 

•1ewa ware on the queation of lacraaaed taxea. !be Secret&1'7 atate4 

that he could not aq at tM IIOMD.t and he 41d aot aee how a~q ~ 

belli& could atata at \hie tlaa wbatber or aot 1l1craaae4 ta.z" woul4 haYI 

to be .oted liT the aecond aauion of tM 75th Con&reaa. lie pclllte4 out 

that the wbcla pro'lllea of 1acraaae4· te.zaUon h 'bound up 'lith the acUrl­

t1ea of the Jpproprlatloaa Coa.ittaa, the W&TI and Maana Coa.ittaa, aa4 

tM llur- of the lhro4pt. Be aaid tbat M waa 'l'illlq to 4.o aT&I'7\hlDC 
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po .. i'bh to cooperate aa4 t o trT to aea t o it that the Oo.-itt-ud 

t he 'freal\ll'Y could. work ill clooe COOperation, So .. d.heuuion IDIUid. 

betnen the Seeret&rT and. Mr. Tinooa ae to W.ther t.he 'bu4cet eatlaatea 

had. enr 'Mea exeeed.ed. by CODQeuional aetloa. !be lecret&rT atated. 

that the OoDCTeea weat $240,000,000 onr d.uriDC the laat aenloa and. 

ho oaid. he wao ao btoraod. lo- Mr. Bell. )lr, Tilleoa, oa the ot.her halld., 

oaid. that he .... told. by t he clerk of the Appropriations eo .. tttee that 

CoDQeea had. aot gone oTer the eotiMteo. !be Seeret&rT aa14 that he 

414 not thillk that it would be adTiaabh at thie u .. to ll&l<e a etate­

aent that there would be no laeroaoed taxes, because be 41d not belie•• 

that we could detialtely coll81t ouroehu to aueh a etat-n t until the 

adjounuoent alae die of the 75th Oongreu. Mr. Doll&btoa atahd. that 

he tboucht a atata•ent that there would be no lncreaaed t&Xea would be 

exceedingly helpful in the preeent etate aad condition of the aatloa1a 

'bllalneaa. Jlr, Tiaaoa aqeed that it would be a good thing t o aelco a 

etatement lf it were feaei'bl e, but added that elnce lt 41d not appear 

po811ble a t thie tiM t o ulclo aueh a otatemeDt, the aatter would ha•• 

to wa1 t until at leaet the Preeld.ent 1 1 budget eetimateo would be re­

leaeed oa next !u.eeday. Jlr, llou&'ltoa &&aiD said t.he princi pal thin« 

wao DOt to lnereaae taxeo bolt to pare expenoeo u4 t hat a atat-at 

would. be a tiae thliiCo !'he Seoret&rT told llr. Doll&bton that if he 

( llr. DoU&~~toa) doeo decide t o make a otataeat that he bopeo t hat 

llr. Doll&lttoa Till ia41eate that 1 t wao hio purely peroonal Tin that 

t axes obould not be lnereaoed., it in aDT W&1 po u i ble, Jlr, llou&'ltoa 

otated that at all tl•e• hio otat-nh were purely otate-h of hie 
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pereoul Yi..,. u4 ...,., aoi 111D4111C eliher vpoa fellow -\era of Ilia 

Co..t \tee or vpoa tlw Maialail'aUoa. !be hcro\&1'7 ro1iaraia4 ., 

wo .....,., 110\ io Ml<o a oia'-\ U...i •.aUaoroaolBC \aDa aloao w 

COI&l.4 llaclc up ille etai-Di ~ 0'111' acUou ao we ha4 alroal7 'Mea 

!he Secrei&l')', X.., Dou&bioD, u4 Jlr, Ti ... Oil a\ 111 JO lafi for 

the 'lh1 ie llowoe. 

lotoe ialcen 117 
!'hoeae I. farl-

~ 
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Octo~er 12 , 1937 

Doughten, Vinson and myself called on the President 

shortly after 11:30 this morning. The President told them 

i n conf idence he was ~oing to have a special sesa1on; turned 

to me and enid , I don t know what the Treasury has in mind. 

He said, How soon will you be r eady? I sai d , I n about two 

or three weeks. He sai d , Fi ne! 

Then he said t hat Doughten, Vinson, l.lag1ll and !lor­

genthau will sit down with the Pr esident and go over the 

whole program. We •11ll decide on what we can det1n1 tely 

get through and then on t hat kind or l eg1slatJ.OI1 11.1'!'-"'h we 

would like t o g et through but which we may have ar~oulty 

Yli th. 

Doushton reclnded hlm that his Committee always got 

through what ever they set out t o. 

The President then told the~ that t he ficures he now 

had on hand showed t hat after allowing for $600, 000 ,000 debt 

retir ement tor the year 1938-1939, we were $275,000, 000 i n 

t he red. He said : We have to wi pe that out. Turning to 

ae he sai d : Henry suggests that ! shoul d be rough with 

Congress and tell t hem what I want this yea r, r ather than 

say tnat if you pass additional legislation over and above 

ay estiQStes I ~ill ask f or i ncreased taxes. And Doughton 

and Vinson both s aid, · ln the same brea t h , ~e want you to 

be rourrh. 17e want you to do it and if you 1V1ll simply ln­

di~ate to us what you want , re will carry it out . 

And the President t alked about roads and said that 

he was e oing to ask the sn eoial session to rel ieve him of 

t he obligation of voting $170 , 000,000 t or t he coming year 

for roads and $216 , 000,000 tor the year after next. He 

said ;ao,ooo,ooo a year for r oads l s plenty . Vinson ea1d 

•we only used to appropriate $75 , 000 ,000 a yea r.• 

To sum up, wi thout going i nto many of t he detai ls, 

the Presi dent told t hem with a real ' burr' i n hls voice 

that he expected to balance the Budget; t hat he wanted 

enough money to balance the Budget; that he expected to 

keep expenditu:es down so t hat he coul d balance the Bud&et, 

and that if any Committee passes an appropriation over and 

above his estimates he would i~~ed1ately serve notice on 
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t hat Committee that they must find the addi t ional revenue . 

Both Doughton and Vinson were delighted with the 

President's attitude and he oould not help but reel that 

t hei r resp onse should encourage him thSt it he would only 

point t he way , Congress 'lfill follow. B11t t hey have been 

hungry tor hi m to indicate that he really wants to bala nce 

t he Budget . 

From my standpoint, t he i ntervi ew was 1~ perteot. 

Do~hton stayed behind to talk politico. I went 

outside to t alk t o Vinson and Vinson said he would call 
the Committee on either the 2nd or 4th or November and 

s t art hear1n~s . He now saw his way olea r a nd could go 

ahead and work ou t t he details • i t h ~111. 

Vinson said "Gee! You had me soared over at your 

of tioe . You didn1 t tell me how good t he picture looks 

t or next yea r , • and I s aid , I ooul d not; t hat ' s t he Pres­

ident' s business. He said it was Just a question or rais­

ing a tew oxtra hundred m1111on dollars next year to balance 

t he Budget and , he said , You just watch u s boys do 1t! 
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GROUP UEETI NG Oct ober 12, 1937 
9:JO a .m. 

Present: 

H. II.Jr: 

Gibbons I 

H.:J.Jr: 

Gibbons: 

H. :.I.Jr: 

!ir . Taylor 
llr. Bell 
lir . Gibbons 
llr. llcReynolds 
Mr . Baas 
!llss Roche 
.\lr . Guston 
!Ar . Oliphant 

Listen, Steve, there ' s no use giving me this stuff . 
I•ll let George read it. 

I talked t o George about it. 

Somebody in this town has got to keep his feet on the 
ground, and getting isolated cases of hard luck stories 
Just doesn't help me . I spent two hours yesterday with, 
I suppose, as intelligent a group as you can get 
together in the United St ates, figuring the revenue 
and business, and everything else. That ' s the combined 
effort of everybody we can get, and we do it here in a 
very cold-blooded, scientific manner. We bad Professor 
Cr um of ·the American St atistical Society, Professor of 
Statistics at Harvard - a whole group - and we do this 
thing in a vacuum, and do this thing Just as intelli­
gently as possible . Now, as a matter of f act, Haas 's 
organization is on r ecor d; they have forecast t hi s thing 

I talked to George about it yesterday morning. 

And I Just - if you don't mind, the personal individual 
cases - it Just upsets you. 

Now, I was at the White House for dinner last night -
this is all v ery confidential - and Mcintyre comes in 
af t er he ' d been with !lax Gard.ner for two hours , and 
llax Gardner i s very - tells him this story of how be 
lays off 250 men, and he tells i t all around . Now, 
that all is taken into account i n this very, very com­
plicated piece of machinery which we have here, which 
goes into - we hnve a Federal Reserve index, Bureau 
of Labor Statistics index, wholesale prices, cost of 
living, factory payr oll, index of factory payrolls, 
stock prices - and out of that whole thing they have 
developed a t echnique in the Treasury over years. 
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Gibbons : 

B.II.Jr: 

Gibbons: 

Oliphant: 

I! . M.Jr: 

Gaston: 

Roche: 

II.N .Jr : 

Roche : 

8 .11. Jr: 

-2-

I know. I Just wanted to pass it along . 

And it doesn't do me one iota of good, and it only 
upsets me. Now, somebody around t his town has got 
to keep his feet on the ground. 

I t alked to Geor ge on it yesterday morning . I 
thought you might like to s ee the thing anyhow. 

(On phone) Hello . Bello, llrs. Nesbit. I just 
want to thank you very much for your thoughtfulness 
last night in giving me chops. Well, it was 
very considerate of you, and I thank you. 
Awfully nice . Thank you. 

4§. __ 

I had five chops last night, end young Franklin says, 
"What's he got to eat? Bow many, two? What do I 
get, steak? O.K. , well give me those other three 
chops t oo." 

•Yhere ' s Magill today. Is he sick? 

I wouldn' t be surprised. 

(On phone) Hello, Bob, ho1v are you? (Bas conversati on 
with Representative Doughton) 

Bob seems t o be feeling good. 

Do you think you could ~ssibly persuade him while 
he ' s here that he doesn t want his daughter to heve a 
car eer setting up Coal Commission headquarters? 

Doesn' t want what? 

Uousn• t want his daughter to have a career setting up 
offi ces in the field. She can't even t ype, end she ' s 
in charge of the Statistical Division . 

(To reporter) Don't take tbat down, what ' s- the matter 
with you? 

(Laughing) Listen, you' ve let yourself into t his . I•• 
glad to lmo .. there ' s something I can give him n.ow and 
please him. 
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Gibbons: 

K. li! .Jr: 

Gibbons: 

H.U.Jr: 

Gibbons : 

H. li .Jr: 

Gibbons: 

l:l . r.t . Jr: 

MeR : 

B.U.Jr: 

Oliphant: 

IAcR: 

a.M. Jr: 

Oliphant: 

-.3-

(To Gibbons) That's so. I just want to explain. 
I mean no one can understand ••• •• 

I know, I appreciate it. 

We 1 re the financi al center here, and these personal 
troubl es - a fellow just has to isolate himself, or 
I'll be just as nutty as these people in New York. 

Sure. 

I 111 be just as nutty as they are. 

They've all Just got the Jitters, t hat ' s all . 

And to show you- I mean I don't want to get the way 
they are. 

~s I told you, I first talked to George about the 
thing, and I thought ••.••• 

Well , \'layne loves to hear it; I mean he just thrives 
on it - and so does George. 

llac? 

Oliphant can tell you the situation with respect to 
that Bullitt case . I think Bullitt · just worked- as 
I understand it, they're going ahead with these 
appraisals at the various ports of entry; have to 
pay the tax in some of them and in some of them t bey 
won't. That's about the s ituation. 

Can you give me something in writing? Do you (Oliphant) 
want to see Bullitt before he leaves? 

Be glad to. 

I think the thing to do is for Bullitt to come over 
and talk about it, so he can understand what the 
situation is. I think he ' ll be satisfied. 

Well, he's in town. 

One of the toughest legal problems I have ever had. 
I think over the week-end I worked out a theory. 
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H. U. Jr: 

Oliphant: 

Gibbons : 

lolcR: 

B.W.Jr: 

Gaston: 

H. U.Jr: 

Oliphant: 

H. U.Jr : 

Oliphant: 

H. II .Jr: 

Oliphant: 

H. II. Jr : 

Bell: 
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Would you send for Bullitt ·today? Do it t his morning, 
because he ' s sa iling tomorrow. 

All right . 

Tha t's on tha t Customs tax. 
things up, if you go through 
know. Bad enough now. 

That ' s going to tie 
with it abroad, you 

,'/or ked out a way t ha t they won 1 t have to ma.ke a 
foreign inquiry on more than a very small percentage 
or the cases . And that wi~l break t he dam on it . 
I think Bulli t t will be sa tisfied . It will get by 
Nith the French . 

Wha t else? 

Ar en't you (Gas t on) going up to the house at ten? 

At ten, yes . Thought I •d l eave here in five minutes. 

All right . Anything else? 

I gave you a memorandum on those agencies in which 
Government capital is invested, and the last one 
suggested v arious inquiri es to be made as to e ach. 
1/lhat I have in mind this morning is that if the large 
amounts of money which conceivably could be brought 
into the Treasury are t o be obtained, it m1ght involve 
our bei ng a ssured t ha t tne reorganization bill is 
empowered to make the necessary changes . Do you want 
tha t pursued any fur t her? 

You mean to put the reorganization bill down as it 
is written and look at this th1ng? 

And see if you can get t his • • • • 

I thiDk that would be fine. 

Would you mind my talking tha t over with Dan today? 

I d on't m1nd if he doesn't. 

I •d l ike to go over lt. 
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Oliphant: 
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Ol~~t: 
H. l& .Jr: 

Oliphant: 

B. Y.Jr: 

Oliphant: 

B.M. Jr: 

Gaston: 

H.II . Jr: 

Gaston: 
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Oliphant: 

H.loi.Jr: 

Oliphant: 

H.tl.Jr: 
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Just as long 
up his time. 
Monday. 

as - well, Danny will have to divide 
Be's got a Job to do between now and 

That• s all right . 

But I mean, yes, talk t o Danny . And after all, the 
bill was more or less written in llac• s office, 
between the three of you. I think that's a good 
point, but you know my idea on this thing, why I 'm 
holding back on it- I mean that's my second line of 
defense. 

That ' s right . 

But I think you 're quite right. 

You want to be equipped, armed With the necessary 
l egi slati on . 

Absolutely, absolutely. What else? 

I think that• s all . 

Herbert? 

I don't believe I have anything . 

You might find out f r om llclntyre whether he or one 
of his many assistants wants to take up copies of ~ 
speech with him, or how t hey would suggest handling 
it. Somebody up there might want a copy. 

Yes, we ' ll have a few copies made anyway. 

••hether I 'll carry it or whether Mcintyre will give 
it to Kannee. He's going up. 

What's that, a week from tomorrow? 

Tomorrow. Dedication of Poughkeepsie Post Office. 
I•m Just going to be gone for a day . 

Be back Thursday? 

Be back tomorrow night. Be bock in time for supper . 
Just one meal away - breakfast . 
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Roche: 
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Roche: 
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I sent a memorandum in to you yesterday that I was 
leaving - going home for a couple days, be beck the 
last of the week; fly back, be beck Friday or Saturday. 
And t hen next week there ere some very interesting 
health matter s that I would like to talk over with you 
at your convenience. 

Give me a day 1 s notice . 

Yes. 

You and Wayne are getting to be real fliers. How f ar 
do you (Taylor) commute? 

Los Angeles . 

Twice as f ar. I feel burt. 

George, have you, or somebody in your office, got 
those figures on net Government spending for nine 
months? 

Yes, I have them on my desk. 

Doesn't do me any good. 

I know . The reason I didn ' t send them in last night 
is, there ' s quite a difference between ours and some 
that are made over in the Federal Reserve, and I want 
to call Currie a nd talk to him a bit myself. 

When will you have them? Give you another 24 hours . 

Yes. 

Well , they won 1 t do me any good; I mean !either want 
them today •• •• • 

I think they're all right, now. But {want to sat1sf)' 
myself. 

Could I have them for lunch? 

Sure. Either have them for lunch or I'll tell you 
what our staff did is O.K. 

What? 
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Haas: 

H.M.Jr: 

Haas: 

Gaston: 

-7-

I'll have a meeting right after this. 

Come 1n about five minutes to one and let me know, 
one way or the other, will you? 

Five minutes to one . 

And my speech? 

• Today and tomorrow we 1 re going to work on tba t . 

Excuse me. (Leaves) 

B. !A. Jr: Yes. 

Haas: 

B. Y.Jr: 

Baas : 

H. ll . Jr: 

Haas: 

B.N.Jr: 

Haas : 

H.M.Jr: 

Haas: 

B. ll.Jr: 

Baas: 

H. II . Jr: 

Gibbons: 

Whatt 

Today and tomorrow. I•ve done a lit tle on it already, 
but I thought I 1 d have a ll today and tomorrow. 

Uid you remember mos t of tha t stuff? 

I think I did . 
this will take 
get a draft of 
morning . What 

Skip it, then. 

Huh? 

Skip it . 

I went back home after tha t. But 
a littl e time up . But I think I can 
it a nyway . You want i t by Thursday 
will take time out is this net spending . 

Well , I 1d like to have you have them if you need them. 
I think I can do them. 

Well, I wouldn 1 t - i f it's going to t ake any time I'd 
jus t skip it. 

It's important, isn't it, tha t you have t hem? 

llodera tely . 

I'll get it. 

(To Gibbons) Your friend 'llaesche called me up yesterday. 
l:le wanted to know 'Rhether I wanted to meet Stefansson. 

Came in and talked to me . 
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I said, "What for?" lie said, "About sending some 
Coast Guard men up there to look for the fliers . • 

I said I didn1t want to get 1n on it and that 1f 
t hey want to send somebody up to help them, that's 
up to you (Gibbons) . 

I t hink it would be good from a scientific standpoint 
for the Coast Guard . 

Wouldn't cost anything much. 
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Wouldn't cost anything, and they ' d find out something . 

It's all right; I just didn' t want to take the time. 

hat else do you know? 

Nothi.ng else, only I ' d like when you catch up on 
t his thing over in Paris, the French • •••.• 

You don ' t know about it? 

All I know about it was that Wai t just mentioned it 
to me, and it 1 s difficult - they ' re so far bebind 
in these foreign investigations, they' 11 never catch 
up. 

Well , it 1 s up to UcReynolds to keep you informed. Yae l 

Yes. 

It ' s up to llcReynolds to keep you informed. 

It' s a sad administrative feature of the Bureau of 
Customs; they're so far behind in the work. 

Of course, normally, Steve, if you had a Comaissioner 
over there that you could talk to, Mr . Oliphant and 
the rest of us wouldn 1 t be fussing w1 th this thing. 

I understand that. 

There ' s about a half dozen people over here doing 
Commissioner lloyle's work, and I 'm get ting fed up 
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on it . And one of these days when I see the 
President I'm just going to band bia a piece of 
paper and say be should just ask him for his 
resignation. There is no more reason why Oliphant 
a.nd Mac and I should be doing Moyle's wor k - and 
that ' s what 1t amounts to. The normal thing would 
be to say to Bullitt, "Sure, I'll have Moyle come 
over a nd s ee you, " but that wouldn't get Bullitt 
anywhere. 

No, you can't hand him anything . That ' s just - that 
makes 1t terribly difficult . 

Wait ' s coming in this morning, 10:45 · Di d you get 
notice on tha t? 
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Gibbons: llo . 

H. JI.Jr: 

Gibbons: 

H. M.Jr: 

Taylor: 

B. II . Jr: 

Taylor: 

H . ~J .Jr: 

Taylor: 

Bell: 

B. !l. Jr: 

Taylor : 

All right. 10: 45 . 

O.K. 

Wayne? 

There's been a whole collec tion of messages that 
have been coming over here fr om t he White Bouse, 
from the Committee of the Nation. 

Yes. 

And a ll sorts of things. 

They don' t cheer you up? 

Yes, they ' re dandy, but am I supposed to do aeythi J18 
about them? 

(Hearty l aughter ) 

Just read them. 

Don't you have a log fire at home? Don1 t you have 
to start it? 

Well, that ' s all I wanted to know. 
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Taylor: 

llcR: 

Bell: 

Taylor: 

H.M. Jr: 

Taylor: 

Oliphant: 

Taylor: 

H. Y.Jr: 

Taylor : 

R. :.I . Jr : 

Taylor: 
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H.M.Jr: 

YcR: 
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Bell: 
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All r igllt . What do you start your fires with at 
home? 

They say "For acknowledgment and action . " I can 
provide the action, all right. 

"Acknowledgment and consideration." 

Uid they add "if necessary"? 

No. 

Well, I 1ll leave it t o your u~ual good Judgment. 
il'hat else? '+ 
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That' s the only thing that• s disturbing me parti cularly 
this morning . 

1Ve 1ll all cooperate and arrange for Senator Owens to 
see him. 

Yes, I ' m getting his business now too . 

Have they switched that account to you? 

Oh yes. 

You•ve got Quite a lot of customers, haven ' t you? 

Yes, sir . 

Wayne's got another one now . Cuba wants some more 
currency print ed . 

Who? 

Cuba . And the Bureau of Engraving would like to get 
out of it; and of course the private concerns have 
made a bi g bowl about our printing befor e. But it's 
between Wayne and the St ate Department now whether 
we have it to do . 

That• s a good place to leave it. All r igbt . 

Daniel? 

I•ve got this Farm Credit financing I 1d like to talk 
to you about. 
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Bell: 

H.M.Jr: 

Bell: 

B . ~.Jr: 

Bell: 

Taylor: 

Bell: 

B.loi.Jr: 

Bell: 

B. lt.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.¥.Jr: 

Bell: 
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Why don' t you and ilayne stay right now? 

Mac? 
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And I might tell you· that Mulligan over in t he R. F. C. 
is trying to give us those figures by tomorrow aor n1ng. 
At first he said Friday morning, but he said he ' d t r y 
to get them tomorrow morning. 

Well, remember, if anybody bucks or backs up, I ' m 
here. I mean - we understand e ach other . 

Yes. That's going t o take somewhere in the neighbor hood 
of 40 pages of typing . 

Good . Swell. 

You d on't think that's too much to get out. 

40 wha t? 

40 pages of typewri ting . 

If it was a hundred and forty, I 1d still say, "Good. " 

Would you? 

Oh yes. I won't believe that those two lis ts wil l 
be g ivan out until I see t hem in the newspapers. 

Are we supposed to go back to the President with this 
statement? 

Vl ell, wha t I would do is , I would send him up a proof 
and say that if you don ' t hea r by such and such a t i me, 
we take it for granted it 1 s all right , or would he 
please send you a telegraph release . I guess that would 
be the more courteous. 

I think so . Probably get it out Thursday . 

"Please send out a telegraphic release . " 

I think be ' s approved of what we ' ve given him, but, 
talking obout the list, that ' s something else, and he 
ought to really see i t. 
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Bell: 

H. II . Jr : 

Bell: 

H • .!.I .Jr: 

Bell: 

EI . III .Jr: 

Bell: 

H.M. Jr: 
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I ' d send it up there and ask for telegraphic 
approval. . 

All right. 

And I would send a message to llcintyre that it 
will be up there. I think I' d cal~ up Mcintyre 
and say it ' s on the way - printer and all that is -
it's in a hurry, etc. But I think that's too goeat 
a responsibility not to get a telegraphic release. 

I do too. 

\Vhat'l 

I do too . 

Anything else? 

No . 

ss 

Well - end I had a most i nterest ing day yesterday . 
The Presi dent ' s agr eed to give out this budget summa­
tion, and after the people get i t they ' ll know what 
situati on the fi scal affa i rs of the nati on are in, 
and as they are; t hey 111 get the unvarnished truth. 
I always say t hat truth is better than ignora nce . 
It ' s not going to be a very pretty picture, but they 
ought to have it and they ' ll get it. 

All right. 
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october 12. 1937, 

Just as Cabinet broke up to-day, l7allace said some­
thing which I think i s tremendously si gnificant . He said, 
•Ur . Presi dent, as we are now approaching a balanced budget 
don ' t you think thut you ought to call some of us together 
and see if we can't think up some suggestions to encourage 
private business enterprise so that they can go ahead and 
t ake up the slack which vtould be left due to the government 
ceasi ng spending Jl 

**** * ******** 

hben I saw the President last night one of the 
things he sai d was tha t the function of the government is 
to move forward . That is hi s reason for cal ling an extra 
sessi on of Congress . 
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.1.44reaa ot Henry lfcrgenthD.u, J r . , Secretary ot the !reaiNJ'7, 

at the la,ying ct the cor nerotone ot the new 
Post Otfico at Pcugblcoepdo, N. Y., 

Wodnea~ , October 13 , 1937, 
lor lloleue Upon Del1vorz. 

117 friends ot Pougblceopa1o and l).ltchess County! 

I am here tc apeak tc ;yc.u todn;y at the leying ot the corneratone ot 

tho new Poll4)hkoepeie Post Ottice because c:t a double int erest in ite co~ 

atruction. One interest I havo in it is the tact that I am head ot the De-

partment ot the Uni tod Statoe Government which has the duty ot building 

J'ederal buildings, but I follo\lod the development of tho plana for this par­

ticular building with more than usual attention bocauao rt t!le fact that I 
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""' also c. r esident r>t l).ltc!lesa Ccunt;y ..nd, like all ~t tho rest ot :;rcu, Ice~ 

interestod in ita history and ita traditions, as well ao ita present velfare . 

It 1a cur euatcm in the Treasury Department t o deaign public bu.ild.inga 

DOt only 'lfith a view to their auitability c.nd their haraony 'lfith cthor 

atructuroa in the neishborhood, but also t o consult t he wishes ot roaide~ts 

who oro interested in tho architectural development ot their cocmunitiea. 

In the deai;::n and general pl.Dnning ot the building vhich ia under co~ 

atruction bore, t ho City of Poughkeepsie and l).ltcheaa County hove boon mor e 

than ordinarily favcrv.t. J'rco the very beg1nni.ng ot the work ot deaign1ng 

this building ve hovo bad the benotit of the vork and the 1daaa c f a citizen 

ot l).ltchoaa County who waa intonao!y interested in mnlcing it a building in 

which ve could all take pride Md a t the a011e tioe in perpetuating in 1 t 

historical asaoc1at1ona and architectural procedenta th:\t g<: back to t.lte dqa 

whoso anntveraarioo we are colobrating. '!he citizen vho has taken thh 
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e.xtracrdiMr.Y 1ntereat in thia buildina 1a the 1!1811 whom ;rcu all know aa the 

most ecinent citizen of Dutcheaa Count)r and the most eo:tinent citizen of the 

United States - J'rank:lin Delano Roosevelt, tha Preaident of the Un1 ted States, 

The original doai~:~~a prepnrod 'b,y the Procurement Division or the 

'1'%-easur,y Department were, I 'believe, creditable and wculd have tlade a worth,y 

building, 'but oot I think either so creditable cr so llorth,y a building aa the 
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one ll!lich we are new e~d in conatructing. The President disapproved thoae 

earl,y doaigns o.nd h1maelf produced a happier idea. Under his instructions 

search llas made of old vollll:lea and recorda and a photograph was obtained of 

Poughkeepaie1 s fourth Court Bcuae, tho one that was built in 1809 and stood 

until 1903 a t Wain and llarke t Streota. 'l'hat haroonioua old structure of 1809, 

with its arched upper llindowo, its bell tower and i t a beautifUl old native 

field stone walla , has 'beon the basta of the design of t he building now being 

reared. 

In arriving at t ho final plan unusual care was taken Ill th all details. 

J.s the vork p rogreaaod t he Preoident mado s~estions for nodifi.eation and the 

archi t ect s of the building agree that each one of his SUU"O&tions waa an 

1olprovet~ent. .ln instance of the attention to detail is the fact that several 

large panela of atonework wer o constructed here en the aite in order to det er-. 

Cline the type of s tonework whlcb would 'best earr,y cut t he idea of t he bu1ld1Jl6 • 

.l aodol of the now building wea l:ll>de to eivo.a mere definite idsa c:t llhat the 

ne" structure would look like 1n ita setting • 

.ln intereatint; link with the pa.a t will be the bell, "hich will hang in 

t!\e cupola of the now bu1ldint;, placed there aft er a very carefUl stud7 of t he 

earl,y methods of handling lare;e bella and operating them. 
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!lot onl7 did Yt'lll' tirat citisen devoto 1:1\loh Uoe to the structural deta.ilo 

ot the building but he elao .,.vo thou;;ht to ita interior decoration, It 1a 

planned that the interior of the building bo 81:1bellhhed with five I:IIU'Ol paint­

inga and 1t "'" tho Proaident hioaeU ...no W4Z81ted the subJect mtter to be 

incorporated in theo, Thoae ourals will constitute a pictorial hiatory of 

PciJ6bkoepsie and Dltehoee County, beginning with n aeene showing lndinna at 

tho couth of A.pokeopeing Crook and enrly Dutch tradora lnnding troo a aloop 

nbout l~Other paintings proposed "ill be r olotod to perioda about 1740, 

1'188, 1.840, 1.860 and tinoll7 o view of Pouabkeepaio in ~93? , troo ocrou the 

r ivor, abcrl!lg both t he r&.ilwa? e.nd tho hi~ bri<~&oa. 

The 'l'reasuey Deportcont hns invited a diatiJl&Uia."'ed artist , llr. Gerald 

~ator ct Westfield, !low Jorsoy, to auboit desi11Qs for t~seo of these murala , 

nea t of "hich, of course , ,.ill involve a groat deal of hia t orical r eaearch. 

~r others cf tho curala n lioitod re.Jional coapotition cay be held. :For the 

purpoao ot Judging t he designs aubcitted in thia eocpetition Professor Oliver 

S. tonka, Director ot tho Art Dopart:lent or Voaaar Collece, has conaontod to 

aorve na Chaircan of the Cocnittos, which will include also llr, :Brie ltebbon , 

archi tect of tha building, llr. ~ene Snvnge, tho t>ell-knovn painter of 

Woodatock, II"" York , and llr. Olin Dews, of Bhinobock, a painter ot 41atinotion. 

llan,y of you, I think, have seen the nod.ol ot the building na it will 

le>olt vhon finished. I have hMrd nothinr, but prnioe tree those who han 1n-

apectod it and I '110\lld like :TCIU to kno11 that crodit tor ita beauty and ita hia­

torieol fitness belongs to :•our neighbor, vho h aoon to apeak to ~u, ~in 

Dolano Booaovolt of Jltdo l'nrk. 
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Like another great President llho fou&'\t for deoooracy in a world that 

waa r&ll<l¥ to proclal..o deoecrll07 a failure, Prea1dent Boosevelt h011 found tl..oe 

to work for beau1;y, aiopl1ei1;T and diil)lit)- in architecture. And ,fuat aa III:UV' 

old p>!>l1e buildiJl&w, including these at the Univerdt)- of Virginia, oark the 

anne c.nd llhclesone influence of the ideas of Thoaaa Jefferaen, eo thh a trueture 

will &l.V&Ts ree&ll the inter eat of J'rnnkl1n llcoaevel t in .Az:loric= architecture 

Md in that aonae will bo o r:IOilUl:lont to hie, 
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My fi'ienda of Poughkeepsie and Dut ohesa County: 

I 8J:l here to apeak to ,-au today at the laying ot 

the cornerstone of the new Poughkeepsie Post Office 

because of a double interest in its construction . One 

interest I have in it 111 the fac t that I am head of the 

Department of the United States Government which has the 

duty of building Federal buildings , but I follOifed the , 

development of t he plans for this particular building 

with c ore than usual attention becauae of the fact tbat 

I am also a resident ot' Dutchess Count,- and, lib all of 

the rest of you, keenl,- int ereated in it a his tor,- and 

ita traditions, as well as ita present welfare. 
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It is our cuatCllll in the Trea81U7 Departaent to 

design public buildings not only with a view to their 

suitability and their harmony with other structures in 

the neighborhood, but also to consult the wiahes of' 

reaidents who are interested in the architectural 

development ot their communities. 

In the design and general planning or the building 

which 1a under coll8truction here, the City or Pough.l<8epsie 

and Dutcheaa County have been more than o rdinarUy 

favored . From the very b eg1nn1ng of' the work or designing 

this bu1ld.1ng we have bad the benef'it of' the work and the 

ideas of a citizen of Dutchess County who waa intensely 

interested 1n mel.-1 ng it a build ins in which we could al.l 

take pride and at the same time in perpetua t1ng in it 

historical associations and architectural precedents that 

go back to the days whose anniversariee we are celebrat1ng. 
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Tho citi:r:en who baa taken thia extraordina17 interest 1n 

this building 1a the man whom you all know as the most 

eminent citi:r:en or Dutchess County a nd the mos t eminent 

citi:r:en or t he United States - Franklin Delano Rooaevelt , 

the President or the United States . 

The criginal designs prepared by the Procurement 

Division or the Treasury Department were, I believe, 

creditable and would have made a worthy building, but not 

I t hink e i ther ao credita ble or so worthy a building aa 

the one which we are now ell8aged in constructing. The 

President disapproved those early designs and himaell 

produced a happier idea . Under his instructions search 

was made or old v olumes and r ecords and a photograph was 

obtained or Poughkeepsie's fourth Court House, the one 

t hat was built in 1809 and atood unti.l 1903 at Kain and 

Market Streeta . That harmonious old atruoture or 1809, 
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with ita arched upper windowa, ita bell tower and i ta 

beautifU1 old native field stone walla, has been the 

baa1a or the design of the building now beicg reared. 

In arriving at the final plan unuaual care 'PI , 

ta.lcen with all details. Aa the work progresaed the President 

made suggestions for modification and the architects of the 

building agree that each one of h1s suggestions was an 

improvement. An instance ot the attention to detail ia 

the fact that several large panels of stonework were 

constructed here on the a1te Ln order to determille the tl])e 

of a to~ework which would beat oarrr out the 1dea of the 

bu1ldj_ng. A model of the new bu1ld1cg was made to g ive 

a more definite idea of what t he new structure would look 

like in ita setting. 
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An intereatins link with the past will be the 

bell, which will hang in the cupola or the new buildins, 

placed there after a very oaretul atudy or the earl7 

methode of handlins large bella and operatillg them. 

Not only did your tirat citizen devote much 

tillle to the atruotural. detail.a or the building but he 

al.ao g ave thought to ita interior decoration. It ia 

planned that the interior ot the building be embellished 

With t1 ve mural. peintinsa and it was the Preaident hilllaelt 

who auggeated the aub3eot matter to be 1noorpara ted 1n 

them. These murals will constitute a pictorial h i story 

ot Poughkeepa1e and Dutcheaa County, begi nning with a 

aoene showing Indiana at the mouth ot Apokeepains Creek 

and early Dutch traders landins trom a aloop about 16'0. 
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Other paintinge pr opoeed will be related to periode 

about 1740, 1788, lS.O, 1860 and tiDally a view ot 

Poughkeepeie in 1937, !rom acroee the river, ehowing 

both the railway and the highway bridgee . 

The Treaaury Department haa invited a dieti.nguish ed 

artist, Mr. Gerald Foster of Westfield, New Jersey, to 

submit deeigna tor three or theae murals , moat of which, 

or course, will involve a great deal of h.iatorioal 

research. . For othera of the murals a limited regional 

compe tition may be held. For the p.uopose or jlxigi.ng the 

designs submitted in thia competition Professor Oliver s. 

Tonka , Director ot the Art Department ct Vaaaar College, 

baa c onaented to serve a a Chairman of the COlllllit tee, which 

will include alao llr. Eric Kebbon, archi teet ot the 

building, Mr . Eusene Savage, the well-known painter ot 

Woodstock, New York, and Mr. Olin Dowe, ot Rb.inebeck, a 

pl'.inter ot dietinotion. 
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- 7 -

Many of you, I think, have aeen tbe model of 

the bu1ld111g aa it will look when tilliabed. I ha'l'e 

heard nothing but pra1ae !rem thooe who m ve inepeeted 

it and I would like you to know that credit tor ita 

beauty and ita historical !itneas belongs to your neighbor, 

who is soon to apeak to you, Franklill Delano Roosevelt 

ot Ilyde Park. 

Like another great President who toug)lt tor 

democracy ill a world that was ready to pr oola1111 dnooracy 

a failure, President Rooaevelt has found tillle to work tor 

beauty, ailllplicity and dignity in architecture. .Alld juat 

aa many old public buildings, illcluding thoae at the 

University of Virginia, mark the sane and wholesome 1ntluenoe 

ot the ideaa ot Thcmaa .Jetteraon, ao th1a structure will 

al-ya recall tbe interest c:L Frank1111 Roosevelt 111 iaeri can 

architecture and in that aenae will be a monwHnt to hilllo 
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VanKleeck Homestead 

T HE picture on the cover of this program 
is a reprodUction of a drawing by Benson 

]. Lossing of the first house erected in what 
is now the City of Poughkeepsie. This house 
was built by Balrus Barentsz.en Van Kleed< in 
• 701 and was located on what is now Mill 
Street between Vassar and Washington Streets 
and remained standing until r8JJ. Over the 
doorway on the rough-hewn stone lintel was 
rudely carved "1702 BVK TVK," the date 
of the erection of the house and the initials of 
the builder and his wife Tryntje. This lintel 
is all that remains of Poughkeepsie's first sub­
stantial house. It is now in the possession of 
his great, great, great, great, great grandson 
who also bears the name Baltus. 
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Commemorating 

the T wo Hundred and Fiftieth 

A nniversary of the Founding of the 

"'( City of Poughkeepsie 

New York 

First H ouse Built in 1689 
Cbartered as a Village 1799 
Incorporated as a City 1854 
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HOW T HE CITY OF POUG HKEEPSIE WAS FOUNDED 

0 NCE upon n time (:1s all good stories 
used to lx:gin} the land on which the 

Cit)' of Poughkecp>ic stand< wa< covered by a 
thick for~t. In the fon:.,t ro~c \\-:ttcr courses 

rhat flowed down grndc, W<.,.tward, >nd emp­
rit-d into the rh cr. The larg<.,, of those 
>rreams had a long course and tina II)' reached 
the river b)' a series of casc:tdes that followed 
successively winding turn< ( near the pr<-sent 
railro.1d station ) , the mouth of the stream 
being ncar the ( p•·e>ent ) property of the Ccn­
trn l Hudson G:~s :~nd Electric Corporation. 

ln the woods and :dong the streams were a 
few Indians. The area in which they lived 
they ca lled <J:t1pa11 adtki ( ca>t land) and the)', 
rhcmsclve>, were called a:apmti (men ot the 
cast land). They were quiet •nd pcaceoble 
Indians, fey;· in number, and no warf:are be­
tween them and EuroP<"'"' murcd the early 

chapters of the story of Poughkeepsie. 
Through the forest on the site of the City 

of Poughkeepsie there rnn a path, north and 
south, later referred to as the Indian trai l. It 
was the route followed by the Indians on 
l\bnhattan lsbnd •nd the Indians in the 
vicinity of ( the present) Albony when they 
rommunic:tt<-d with eoch other and it fol ­
lmn-d, •pproxim>td)', the general course that 
the state highw:~y of today follows between 
New York and Albany. 

As the Indian trai l reached the site of the 
City of Poughkccp>ic, coming north from 
Manhattan, it ran along ( the present) Mar­
ket Street until it reached (the present) Main 
Street. T he•·c it departed from a str.•igh t line 
and wound down hi ll, over ( the present) 
Main and W:~shington and M ill and North 
Bridge Streets, until it ,.,me to the large 
)trcam :tbo\'c refer-red to. At the spot where, 
now, North Bridge rcachl."S that s:rre:tm, the 
bonks of the scream w<re low and a fording 
place W:l> creoted. From thor low place the 
natives went on to the high ground on which 
rests now the C»t end of the Poughkeepsie 
Bridge. 

L,tc in the sevcmeemh century two white 
men who were living in Albon)' bought from 
the Indian owners of it a large tract of land, 
part of which the City of Poughkeepsie now 
occupies. One of the t\\'0 men was Robert 
Sander., :~n Engli>hman who was widely 
known ns ttn interpreter between Indians and 
Europc:ut>, and the or her was Myndert Hor­
mcr~><: \ ·on Den Bog:lerdr, • Dutchman, whose 
name tran>btcd into Engli>h meons: .\1yn­
dert, >On of H ormcn Of-the-Orchard, and of 
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'· \1\ ndcrt wh .. m 11 \L t' tU"'"'" •n t • I'"' ,.; 
ll trnH:u .. "·· I h ~ r" 1 u u 1. r ' I"' rh:~.l t +J 

rh..: C, •Htr or 1 '\1. '·' ·, r-k r t!r purdn .. •.: .,( 
I and fr .. m rhc.: lu,1 u 41 I l' \hllrum tht: 
( •·•hrn•Jr lt:_,tl t ••h n •' n •·I tf- ir rule. 
J ht: ~I·"UIIIt.ll' 1'-'UlJ •\ th1.· (I o\t:rftllf \\"'3-. 

,_dlul.l plr~o·nr wJ in .. -.m" 1h1.n l~~o:n kn••wn 
I' lht.: ~Uidt-'1'' ~111d f J II'JUUI"'c..' f'.th:lll :1 11d :1.., 

rlu: \J mNUlk P.th,:nt. 

h \\.1., rhc purpt•'c ,,( l( ull\:t'l :"\uhlcr .. aud 
\h mint I l.u mcta-...: 111 hu\ iut: rhi .. I :HI~ I ht .. t:ll 
rruru tllll rh\· l r.tlt lhtllll' .. t l'.td f.trm .. h i ~trJc.:r .. 
111~l rh-.: lir-.r ''c:r tht:~ l•li•k tu\'>Jrd ~\.'tt ing 
rh"'' pt .. J~~t:rt~ up;n"-...1 :md uhupi~. ... t w:a .. m 
u11 ant·• .m .l~n."t:nt~:ru \\lfh l\\ 11 urhcr men 
tl \llum , h~ "·hidt at!f\"\·nu:nf C 111 thl' form 
·I .1 lc: ''-'' J u w J. .. arr:tn.~;~.·d rh.u the l::aucr 

•ht•Uf,f 111+\\C,' lfll\\ U frtJIU ,\ Jt\UI\, ' huuJd C:IC"h 
lth IIJ' ft~ll) <.'igiH ;u I'\'" Hf I.Uili ll' 1\'ll:liiiS fllr 
h'n \ t',ll' ;tud .. hnu ld \':ll h l•uild a hull'l'

1 
culri­

\ 1h· , ... . , .... 111d kt.•ep l iH·,tu~k. The.· lt.·:a...c dc ... 
.... nl'l.· .. 111 d~o·t:a il the ma nrtc.·r iu which the 
h""""'" • I lht.' .. cul.._.r-. were.· ru l111.· huih. T he 
'' all .. \\t.·r..· I•• l~~t· uf ''•ml', u""'" ( rum the 
.:r.~tan;,l u rh .. · ... u • .-. l'hc w,~oro,l tnm ""l' h• he 
hr.·u::hr lt\ ..,J,,,.I' fr·•nt \ ll\am '' hirh ' llb••e 

' " " 1' lht n ""•":! .t hr:!4.'l'\f'<.~11 hu-.in<.•....., in lurn-
1'\·r I Jt,.,u .. I ... I'J.tuk .. , ... 1un~:lt· ..... h·.l .1ml lll:l"(llh 

.111..1 lh••ll.trrill-.. Wt'l\' In 1'1.· cmpJ.,, .... d. 
I ht• l\\ n 11101 \\ hn lhu .. ar,:1'4.·e,l ht -.cu lc as 

lt'fl,lllh ••n rh.._. Land .. ,,( !'.tn .. l ~,·,·,_.tnd l l:trml'll'\: 
\q:n: B.1lru .. H.ar,·m .. \ .an f\ J ........ k .end I kn­
drh.l. .1-trt... o .. ~rnm h •• , 111111\; ... \ ;m ... u .. h· 
' PdJ ... ,.t 111 ,~-,,. , .... .:·~, I n., ~l.. J the hnd 
th.u rhn "n"· t , t.:"' up,, , d""" x .. l 10 the 
h:.,"t' .a ... .. hm_ ''J · ··~I • -" k" 1'1,! '\~lied 
)lmru ... •n;h .1•1 .. ! P l1t., .,;• 

I\• t•,plo~in ;h\." r' '"· . 
tfll' lt.';l'l ' It ,h,,u),f (I~ , I • 

\\';~ .., :1 I )uh:h llltn '.. \\ \ 

~•ilinl) rha nnd 111 tfh. r, ~ 

m, 11 '"l.l in 
··1 .. !.h"k' 1 

p,,ughkeep<ie. There is a str:tighr ch:111ncl in 
the n \·er for " distance of abour len mile, 

' midw:t} in which PoughkeeJJ>ie i, >iruorcd, 
Jnd when Henry 1-!ud.on sailed up the river 
in the I blf l\loon in •6o9 the marc of rhc 
Half .\loon, Roben Juett of London, mcn­
rionl-d rhar course in his log as "the Long 
l<c~tC'h!' Suh~cqucnrly Dutch mariner!\ rc. 
ferred ro ir in rhc equivalent Durch word<: 
11dl' J ~•ngc Jhk" :lnd so in early documents u 
great many different SJ>CIIings of rhe name are 
found, partly English, portly Durch. "Min­
ni:.ingh," chc.: )C,.'(f,)rtd name mentioned in the 
k-:t:<, i> bel ie,•ed ro have be.:n appli~-d to rhc 
high ground nonheosr of (rhc present ) Ar­
lington, along the road ro Plea>anl V• llcy, 
:tnd it m:t) h:w e rncanr: "place-whcrc·thc­
sruncs·arc·g:uhcrcd." The third name cited 
by rhc lc:tsc was "Pochkcepsin., It wil l lx: 
run:-idc.:rcd hcl'c later, :l.S it in\'oJ vc~ a story :aJI 
its own . 

The lease, 'igncd by Robert S:tndcr> and 
:'.I} nderr llarmen>c as owners ( les.or>) and 
b~ BalrU> B.arcnr, \'an Klettk and Hendrick 
Jan, <hrrom a, tenant> ( lc,;,;ee,) , " ":1> dared 
ar .-\lbanr, June 9, t 687, and ir providl'S rhe 
occtsion for the cdcbr:trion in 1937 of Pough· 
kccJl'iC'> rwo hundred and fiftieth nnniver· 
sarr. It is also right ly ro be considered rhc 
twll-hundred and fiftieth anniversary of the 
b<:ginning of rhc serr lemenr of Durch,-.s 
Counry. Before r687 a rr:trt>ient hunter or 
squancr of European ancestry may occuion 
allr ha\·t: c\ plorcd rhe woods that covered the 
a= which i, now Dutchess County. Bur t 6S• 
j~ rhc earlic~t d:tte now known for the C"llh 

li:-hmcnt b)' white men uf J)crrnanent 1eg:J I rt. ... 
idl'ncc wjthin the boundaries of the count)' 
Fulluwing 1687, Peter l'icrcrsc Lassen ' 
known tu have.: been living in 1688 in :t hou~c. 
ncar the rh'Cr nr the mouth of Jan Ca;pcr'• 
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ent) Washington Street. B:tw<-cn Wns_hing­
ton and ( the pr=nt) C.tharinc ~treets lt ~ 
bounded on the south b)' (the present) ~ 1"" 
Street and, on the north, by • line that was 
about cquiv3 lent to the rcor of the (pre-sent ) 
house lots on the north side of :\Jill. The 
"llw:u-." or Cru>S Lut was bounded (loosclr 
speaking) by the roun;es which today nrc f~l­
lowed by certain streets, namely: Cathanne 
and AC'Jdcmy on the west ; Cherry •nd Smith 
on the e•st ; Cou•ge on the nonh ond Church 
on the south. 

The deed of t697 sntcd that the four lots 
which were conveyed by it were "now or lately 
in the ~ion and O«Upotion of Mijnardt 
I l:trmcns, ll:tlthuar ll:trn<-s, llendrick Os­
trom 2nd Symon Schoute," which st:ttement 
n:vnls thot land which, before 1697, had 
lx-cn leased to llcndrick O. tronl (one of the 
two original settlers ol t687) formed a part 
of the l•rge tract that """ purchased outright h)' Bnlrus B:trcnts V:an Klceck. Unfortun­
otdy, nothing has ever b..-cn found to show 
where O>to-om's house: stood. Hendrick Os­
tn>m was not young in t687 as indirnted by the l><t that he nurried in t6sz, thirty-five 
rears hdore coming to Poughkeepsie, and he 
may nm ha>·e li,·ed long niter his arrival, for 
the h•rdship. in the lives of the pioncc:rs were m•ny and gr.-:tt. He hnd one son, only,-Jan llcndrick, O.trom-who also rnme to l'ough­
kecj)>ie very early. J•n Ostrom leased for • time J.nd .outh of ( the prcsc:nr ) M>in Street. 
l..:uer he bought • farm on the north side of Ma~n, bccwc:cn the: modern Innis A\·t:nuc: ~nd Pershing Avenue. Thor farm ultimately be­
arne the Glebe of the Church uf England in 
!'utchess ~ounty •nd the Glebe Hoii'Se, built tn t 767, IS now the proper!\• of the City of Poughkeepsie. · 

Soon ahcr Balcus Van Klecck and H endrick 
Ostrom established themselves on the site of 
the City of Poughkeepsie, Myndert Har­mense one of the two patentees of the Sanders 
and Harmense Patent, also arrived from Al­bany as a permanent resident. He built his 
house on land thnt now lies in the angle form­ed by the northe:ISI corner of Mill and North 
Bridge Streets and on th~ Val Kill he. put up a saw-mill. The saw-m•ll stood bestde the rushing, roaring £all of wll.ter which today is 
bounded by North Water Street on the west and by the crncks of the Hudson River Rail­
road on the e:ost. 

Myndert Hormense and Baltus VanKleeck 
were neor neighbors, their houses being placed 
but a stone's throw apart on opposite sides of the Indian trnil and in their two households 
were children. Among the children were two 
boy>, Johmnes Van Kleeck (born t68o) and M yndcrt Van Den Bogacrdt (born t 68z). 
Like :til boys, Johannes and Myndert enjoyed 
"""ndering in the woods and they early ex­plored the forest that surrounded their homes. Soon they we.re fumiliar with the Indian trail. 
FoUowing that trail as it rnn along the course 
of (the present} Market Street, South Avenue and the Sate Road, they finilly reached a 
spot about a mile and three-quarters south of where the Court House now stands and there 
the spirit of boyish adventure had its reward. 
On high sloping ground they found a spring, surrounded by cat-tail reeds. Out of the spring issued a small stream,--a stream that is still 
running and which, rising on the e:ost side of 
the (present) state road, flows across the J>oughkeepsie Rural Cemetery and enters the 
river at Mine Point. Around that spring the two little Dutch boy> found Indians camping. 
The Indians had rut the cat-tail reeds, plaited 
the reeds into mots, hung the mats over 
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Kill; in 1700 He.ndrick Kip built a house at 
Kipsbergen (now Rhinecliff); and between 
qo8 and 1713 five or six farms were laid out 
along the Fishkill. The first residents of the 
county all lived close to the river, however, 
for convenience in tr.ovel. The closely grown 
forests in the interior of the county were not 
penetr.oted by white men for the creotion of 
settled homes until during the first quarter of 
the eighteenth century. 

In 1687 there was no continuous road from 
Albany south to Poughkeepsie. The Indian 
trail threoded the forest on the CIISt side of the 
river, but the river itself, was the route of 
travel and transportation for the white man. 
Signing the lease for their new homes on the 
9th of June, 1687, Baltus Barents Van Kleeck 
and Hendriclc: Jans Ostrom must soon ofter 
have soiled down from Albany by sloop to 
build their houses during warm weother. 

Arriving in the Long RCIIch in a bow­
shaped cove where there was a beoeh, men­
tioned in the leose as "the strand", they de­
posited on the strand the lumber brought 
down from Albany for the wood trim of the 
houses to be built. About 18 so the bow-shaped 
cove was 6JJcd in so that the curved shore­
line was made straight ond the location is now 
occupied by the !umber yard of the C. N. 
Arnold Company. Going ashore on that little 
beoch Van Kleeck and Ostrom found, close at 
hand, the stream with the beoutiful cucade 
obove referred to. T he Indians called that 
series of waterfalls: J>ond~nieltrien, which 
meant "the crooked plane" or "place of many 
turnings," but the Dutch settlers spoke of the 
stream as a whole as the "Val Kill," Dutch 
words for "fall" and "stream." "Val" was 
pronounced as if spelled in English "foil," the 
v sounding like f and the word rhyming with 

"doll." The name "Fallkill" is the result, 
being half English and half Dutch. 

To investigate the neighborhood, the nat­
ural thing for the new orrivals to do was to 
follow the course of the stream inland and, 
in doing that, they came soon to the fording 
place on the Indian trail, above described. 
There before them lay the trail, in the midst 
of otherwise unbroken forest. l..c:aving the 
streom and following the trail along (the 
present) North Bridge Street and then turn­
ing up ( the present) Mill Street hill, Baltus 
Barents Van Kleedc selected a spot on which 
to erect his house between (the present) Vas­
sar and \Vashington Streets. The house was 
placed, approximately, where now is number 
zz6 Mill Street, ond it remained stonding un­
til 1835, throughout which period of one-hun­
dred and forty-eight yeors it was owned by 
members of the Van Kleeck family. 

The !ease of 1687 specified that Van K.leeck 
and Ostrom were each to take up forty-eight 
acres of land. Apparently Baltus Van Kleeck 
occupied a comparatively small tract, such as 
that, for ten years, at the end of which time 
he bought on June 3, 1697, a very large 
amount of !and from Sanders and Harmense, 
the original deed for which is now on d:posit 
in the Adriance Memorial Library. The deed 
conveyed to "Balthazar Van Cleake of Long 
Rock in the County of Dutches" four Jots of 
land,-three w>ter-lots (that is to say, three 
lots fronting on the river) and a fourth, 
which was called the "Dwars" or Cross-Lot 
because it lay ocross the east end of the water­
lots. The water-lots extended along the shore 
of the river from (approximately) the present 
Church Street to the vicinity of the Vassar 
brewery-site. As a whole, the tract made up 
of the three water-lots was irregular in shope 
as it ran inland, narrowing back to ( the pres-
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in order to illustrate the manner in which 
mony of the streets of Poughkeepsie can be 
tnced to the boundaries of the Forms thot were 

bid out br the first senlcrs. 
J orobu> \"on Den Bogacrdt, who Ji,·ed on 

the ,ite of the Nelson H ouse, wos opporentl)• 
a m:an of public spirit. For one thing he open­

ed his house to cnteruin trnnsierH paying 
guc;ts ( to which fuct can be tmccd the begin­
nings o£ a hotd on thjs site) but, what was 
more than that, he made two gifts to the com­
munity which have influenced the course of 
event> in Poughkeepsie ond in Dutchess 
Count)'. One gift was a lot of ground on 
which to erect a church for the Dutch Re­
formed congregation ond the lot (on the 

southeast corner of Market and Moin Streets) 

is still owned by the congregation. T he other 
gift was • lot on which to build • Court H oU><: 
for Dutchess Count)• and the lot is still occu­
pied for the purpose for which it was given. 
The erection nf the Court House made 
Poughkeepsie the >eat of county government, 
occosioned the building of ro:ads over which 
the county-sent t'tmld be reached ond made 
J'oughkccp~ic a ccnrcr for county business and 
commerce. 

Thus out of >m•ll beginnings in the midst 
of a forest hove de,·doped the city and county 
of toda)•, whose two-hundr<"<l and fifty ycors 

of growth and prO>pcrit)' are being given ap­

preciative recognition in t937· 
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br:anchC$ and rhm. made ~·J,,dt;c"'" ur ~hdters 
for themsdves. 

The boys alk-d th1 'i"t Rtlll 1'/•.rz, 
Outc·h words (prur1o1Utkt:J R II•N Pb~1:t) 
meaning Ro.ung Pla4t. hL"'(;tU .. c rhc n.l~I\'C::S 
rated or amptd there. llut the Jnd•ans, 
tht msdv<S, >poke of n '"thm: word. of thetr 
own, \lli'Ords wd l known w nHxicrn students 
of Jndion language: uppuqui pronounced oo­
poo-kec and meaning "lodge <overing," ( the 
name of the ctHail reed); ipis ( linlc water) ; 
inx (mc>ning pl>cc); a free tr:tnslation of 
which ~·ord is: "The R-.-d.covcred Lodge by 
the Little Water Platt." 

A, • m>ner of fact that spring "'aS about 
half "") between Xew Yoric and Albony on 
the lndi•n trail and it scn ·ed as a camping 
pia« for lndion runners and for loa) hunters. 
It w.l>"" well known loa lly that its name 
Wlb Applied ro lite gcncr:tl vicinity surround· 
ing it. But when Dutchmen •nd Englishmen, 
who =arrived :LS scuJcrs, wrote the.: name they 
sp<:lled it phonetic:olly and each man heard it 
differently so it apptars in the early docu­
ment> in • great man)' rombirutions of letters. 
It crept into the lc:a."<: given in t 687 to Van 
1\lecck and Os:rum as "l'orhkecpsin" but the 
form mu:.t often gi••en it w•s "Apok<"tpsing" 
(which rom.,. r-Jther dose to the sound of 
uppuqui-ipis-ing). Out of 1\pukeepsing came 
Poughkcepsing :u1d out of l'oughkcepsing 
c:une Poughkeepsie. 

The lndion.' a mping place become by and 
~) • bvunduy ~rk between the twu propc:r­
tle> held b). white scttl<r> >nd tn );l(er )e:l" a 
boundary d1spute >R>l<. In t?4!, in cunnec­
tion with that di$pute, JohonnC> \'an Klceck 
•g«< six!)'-two )'tar>, •nd 1\lyndcrt ~"•n Oe~ 
&g.erdt, •ged sixty, made • >WOrn "•tcment 
l~at thc)' ha~ known the place fi fty year, pre­
' '•Ou<ly, wh•ch depo.ition (on record in the 

Court House at Poughkeepsie) establishes 
thot in t 692 they, as children, twelve and ten 
vears old, were fomiliar with the Rust 1'41617.. 
· Thus Poughkeepsie derives its name from 
a place in the woods, associated with the ln­
dnns, which pbce two little Dutch boys fre. 
qucnted in the seventeenth century. 

Myndert Van Den Bogacrdt, who played 
with Johannes Van Kleeck as a boy, had a 
brother-Jacobus Van Den Bogaerdt. When 
Jacobus wus grown his fother, Myndert Har­
mensc, one of the patentees of the Sandert 
and Harmense Patent, present«! jacobus with 
a large tract of fond for him to develop as his 
homestead farm. The tract lay south of ( the 
present) Main Street; bordered on the river 
south of ( the present) Church Street; and ran 
eastword from the river to (the present) 
Academy and Cherry Streets. On the site of 
the Nelson House of today Jacobus Van Den 
Bogaerdt built a house. On the north his J.nd 
abutted the land of Baltus Van Kleeck and so 
it happened thot 11lanc was gradually trodden 
between the two propenies along the line of 
what is now Main Street between Market and 
Aadcmy. The lane widened somewhat ulti­
m>tely but it never became ample. Main 
Street is not today wide enough for comfort 
between Market and Academy. 

If the observer will look carefulJy in t937 
he will sec that Main Street broadens out cast 
of Aademy Street. The reason for that is thor 
from Aadcrny to Cherry it had its beginnings 
as a crosscut or footJXlth through the woods 
over Baltus Van Kleedt's DfDilrs or Cross Lot . 
It grew along the line of least resistance, as 
all forest footpaths do, and it makes several 
turns between Academy and Cherry, which 
show how it wandered and widened at wiiJ. 

The story of how Main Street came into 
<<i>tencc out of original conditions is told here 
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ADRIANCE MEMORIAL LIBR ARY 

The Adriance Memorial Libr:ary, as its con­
tribution to the celebration of the 2JOth an­
nivers3ry of the founding of Poughkeepsie, 
has placed on exhibit in the main lobby some 
of the old and rare items from the local his­
tory collection. The exhibit contai ns the orig­
inal deed, given in t697 by Robert and Elsie 
Sanders to Balthazar Van KJecek, which cov­
ered a large portion of the land in the north­
west part of the present city. Included als~ in 
the exhibit is a map of the city made in 1790, 
showing the portion of the village in the 
neighborhood of Moin and Market Streets, 
and • map made in t 796 of the locality in the 
section of Mill and Washington Streets, which 
shows the locution of the house of Myndcrt 
Hnrmcnse, one of the patentees of the .land 
before it was sold to Robert Sanders. 

The local history collection has been gath­
ered during the last ten years and is growing 
rapidly. Here can be found the oldest as wdl 
as the lattst newspapers published in Pough­
keepsie. Th11 CounJry Joum1l ""'' Tlu: 
l'outhltl!epsi" Aduutiser, published by Nich­
olas Power in 178 J, w:as only a sm•ll sheet 
and printed once a week, but it must have 
seemed 3 wonderful thing to the people of 
that day to have a local newspaJ'(!r giving 
them the news of their very young country 

and an oportuniry for advertising their real 
estate, cattle, s laves, produce and merchan­
dise. The collection also contains books by 
local authors, books printed in Poughkeepsie, 
reports of the county supervisors and of the 
various boards of the city government, reports 
of organiutions and institutions of the city 
and county and a fi le of city directories, from 
the first published in 1843 to the latest edition 
of •937· 

There is also a file of Farmers' Almanacs, 
printed in the city, from the 6rst published in 
'78 5 to the Dotr and Humphrey Drug Com­
pany almanac o 1937· The old maps of the 
locality arc especia lly interesting. The Post 
Road and the various creeks which ran down 
to the river arc the identifying landmarks on 
some. But it would be a difficult thing today 
to 6 nd the creek which started from a spring 
in the rear of the present Adriance Memorial 
Library building and ran down the hill and 
ocross Jefrorson Street to join the creek which• 
came from across Eastman Park ond down 
into the river at Pine Street. 

For the old inhnbit:ants who knew and re­
member older days and for the youn~ who 
wish to know about the history of thctr sur­
roundings the local history collection has bc<n 
startod. 
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PROGRM.J 

SL'~Ur\ Y, OCTOBER IO'ru 

N r» G rnuusifTm •t 
11'«11 w ... i'd~ 1'11-Jtroo•l 

Liw&Ohr Catt:r 

~cllgiou> Commemoration Service. in oil City Churches 

~101\DA Y, OCTOBER II Til - 3 P .... 

\\'O~LD Wr\~ MEMORIAL J>Lr\ YGROUND DEDICATION 

In Conjunction wirh zsorh Annivers:~ry Celebrarion, 

Music 

I rwu<':Hiun 

1\ddn::» 

l\Ju,ic 

Ciry of l'oughkccp:.ic 

Rieser's Band 

Dr. ]. Addison Jones 
l1~or Reformed U~o~f<'h Ch~o~rd1 or l'oughlcepit 

Alexander C. Dow 

Rieser's Band 
l>.:dic:uiun • · · . - . - Rev. Thomas J. Dunne 

P~aor Sc. Suni:sJ.uu R. C. Chult'h, Ploc~nc V;~lky 

llnHilin11 World War :O.lcmorial Mrs. Edward J. WoiH 
Cold Star ~Iocher 

~•i•in~: ?r Colo" · · . - - • Boy and Girl Scouts 
Edw:trd Huw:ud, ln·i ng Trip, Jc-anctlc Ferris, Janet Cahill 

l"o rhc Colo,.,. Bugler 
P;1trioric &mg~ 

1\ddrcS$ 
H igh Sc.hool Students 

Ucncdiction 
1• • • • • • • - Hon. AlbertS. Cal lan 

oUI Lumnun.ln, lhJ'MIIII~IIt •If N,·l\ \'orL, i\m.:rit.lll Legion 

Hcv. Abraham Hasclkorn 

National Anthem 
Rieser's Band 

-
~n ll<>u-c onJ I' ·I I ·r<: • f I . I C d N 

• • ""ti'K'O n enter an ew <·~r-- · wn [ ·1' \-ln.,. cc~monies. 
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C&r"IIM C«Kt# Clilti-ON JlouJe 
lft:M Ill# Au.JrUKIRI c4 

M-'tn·,mruwJizA CM1fer D.:f.R. 

PROGRAM 

TUESDAY, OCfOBER 12Tu - M oRNING 

An historic pilgrimage to those points most intim>~ely connected with 
Poughkeepsie's birth. 

Pilgrims will find their pleasure and understanding of this pilgrimage 
greatly enhanced if they will first read the story of the settlement of Pough­
keepsie by Miss Helen Wilkinson Reynolds which appears on page 7 of 
this progntm. Miss Reynolds, the author of this account and other historical 
works, will give n brief explanation at each of the stopping places on the 
pilgrimage. 

9:45a.m. Pilgrims will assemble with automobiles on Market street where 
it borders Eastman Park. 

10:00 a.m. Motor Caravan moves under police: escort to dock at mouth o.f 
F:tllkiU Creek. 

10:10 a.m. At the mouth of the Fallkill- short talk. 

10:40 a.m. Pilgrimage moves under escort to site of Van Kleeek house. 

10:so a.m. At site of Van Kleec:k house - short talk. 

t 1 :oo n.m. Under escort moves to "Uppuqui-lpi•-lng" ( Indian name from 
which Poughkeepsie was derived) on South Road Van Bcnscho­
tcn Estate. 

11 :10 a.m. At "Uppuqui-Ipis-lng" - short talk. 

1 1 :40 a.m. Pilgrimage concluded. 
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PROGRAM 
TUESDAY, OCTOBER rz-r11- Co1.cEGE H 1cL- 3 P. M. 

I'RF~"El"TATION AND ACCEPTANCE 

OF 
DUDLEY .\l£i\JORIAL SHELTER 

·'Festival Marrh" from "T.,nhauser" 

Hymn-" Jerusalem rhe Golden" - - -
Sung by Mist Cbr.a L. Hey 

Prayer 
Rev. C. Victor Brown 

Pmcontlltion Harry C. Barker 

A«rptllncc Mayor George V. L. Spratt 
Band-" It Is Onbincd" Mtm<klssolm 
Hymn-"The S:md,, of 1ime Arc Sinlting'' Rimbau/1 

Mi• H~ 

Overture--"Stab:u !\1tucr'' 

"Song to the Evening St:lT'' from "Tannhauscr" 
·'The Beautiful Blue Danube" 

"i'ly Heart or Th) Sweet \ ·oict'' 
~tnt H~y 

"All"!!">" frum "Oia• T')R' .. son" 

·'The Pilgrim> t:horu," frum "Tannhauser'' 
u,7\Jc:nucr m \." 

Rossini 

w llf/141' 

Straun 

S11in1-$11eHJ 

Cri4l 

Wagn.r 

Be41houm 1. "In the Arbor" 1 
b. "Anrhun)"> l"ictun " 1 frum "Anthony and Cleopatra" - Grutmu:ald 
The :"atiun.d l nrhc'll 
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T4• L/Jw"'7 
111 t' -.JIM CoJI' le 

PROGRAM OF 

PARTICIPATION BY VASSAR COLLEGE 

in the 2501h Anniversary of the Settlement of Poughkeepsie 

TUESDAY, OCfOBER IZTH - Z:JO TO 6:00P.M. 

OPEN HousE nv V ASSA~ CoLJ.EOB 

Reception nt Taylor HaJJ Gate-Guides and maps of the am pus furnished. 

Visits to Shakespeare Garden, the Circle, the Library (central hnll only), the 
Students' Building, the Helen Kenyon 1-l•JI of Physial Education, 
•nd ath letic grounds, the Chapel. 

Z:JO - 4:3<>-at Helen Kenyon HaJJ-Donee dass, swimming. 

At the Cird~rchery, ring tennis. 

At the tennis courts north of Josselyn House--tennis matches. 

On the golf course-golf matches. 

4:40-Mass meeting in Students' Building. 

"The Rotifiearion of the Constitution of the United States by the Leg-
isl•ture of the State of New York in Convention." 

DebcJte presenting the main issues of the historic struggle in the 
<lOnvention. 
Historica l material prepared by Mary Clabaugh, 'j8; 
Specchcs by members of the Debate Counci I. 

"Some Reflections on the Early History of Poughkeepsie"-<1ddress 
by Professor James F. Baldwin, of the Department of History. 

Ncrrc-The- public is .utcd to rcmc:mbt-t dut VaMiii ~k~ K in 
tt:~tion throogtMMat tf.c. J~f~TOOOn, and co be contidcntc. 
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PROGRAM 
OF 

l'OST OFHCE CORNERSTO ' E CEREMONIES 

WEDNESDAY, OCTOBER IJTII 

·'The l\ation:tl Anthem" 

In\ oeation \'cry Rev. Stephen J>. Connelly, V.F., I'.R. 

I ntrvductory Remarks • • - - Postmaster Charles I. La very 
Ch.1imurt u( Pate Offi<c: Cornrnton<! Conuninec 

1\ddrc.s Dr. Henry Noble MacCrackcn 
l'u.·•idctU or VPN.Ir College 

Ch.ainnan lor the Ceremonies 

1\ddl"l.~ H on. George V. L. Sprat! 
~h) Of or the City o( l'oushleepsie 

\ddrcss Hon. Henry M orgenthau, Jr. 
Stc~ur,- ul the TrC'"''"l olthc: Unital Swa 

\ ddn:<> and !'lacing of Corner..tone, Hi, Excellency Franklin D. Roosevelt 
l•mi.k-nt olt~ t:nitN Suta: 

·' . ' 

c •• 
n:f 

Rev. Fred W. Stacey 

(:.\1. \ CFI.EBRt\TION I'ARJ\DE - z:oo ••. M. 

\ J \ Rill C. Ri\S l'r\RADE - 8:ooP. M. 

" 
1 

• '' ,,.., •" c •e ',!< Cl~nr.>n I louse at 549 Main Street will be open 

1 f 
11
'' '' I'·"'''"· On :rucsday af~ernoon between 4 and 6 

\ · ''" Rn uluuun w1ll be m costume at open house. 

11 

... ~o. .. r" 

:; \I tin ~tn:"t wiiJ be open each day of the cele· 
~ 1.. ·• l.nguc will be in attendance. 

l munity Ccnt"r of th" Y. W. C. A. at 69 
~ \I unday, Tuesday and Wednesday. Light 

n \\'cdnoday. 
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• 
end of the first dectde of the nineteenth cen­

twy, Dutchess ranked first among the coun­

ties of the State in wheat production, supply· 
ing one-third of all of the flour produced m 

the State. In t8t3there were t4 grist mills in 

PoughkccP"ie alone. 
Grain production declined after the Civil 

War owing to the keen competition by the 

West by means of reduced freight rates via 

the Erie Canal. H owever, PoughkccP"ie was 
adaptable to changing conditions and Indus­

try began to flourish, with the manufacture of 

"cultural implemenl$leading the •••ay. S;>e­
zed agriculture still was important in the 

unty. 
Poughkeepsie was noted for its private 

schools in the early part of the nineteenth cen­

tury. Famous institutions like The Pough­
kccJl"ie Collegiate School, Riverview Military 

Academy, Poughkeepsie Female Academy, 

and Eastman College brought national re­

nown. Then they gave way to th: excellent 
public schools system that sprang up. H ow­

ever, Poughkeepsie still has Vassar College, 

the leading women's ooUege in che entire na­
tion. Vassar College was founded in 1 861 b)' 
Manhew Vassar, a man who made his fortune 

....i:!_Poughkcepsie as a brewer, and who willing­

_.ve most of it away that others might have 

a more fonnal education than himself. In 

thor era, college education for women was con· 
sidered radical and unsound. Today, women 

owe their enlightenment, in large measure, to 
Matthew Vassar. From a uudent body of 

three hundred girls its hr$t year, Vassar CoL­
lege has an annual en.rollment of twelve hun­

dred students. Fulfilling the highest aims of 
education-learning, liberalism and tolerance 

-Vassar College is recognized as a world 
leader. 

Today PoughkeeJl"ie has 6fty-eight miles 

of street$ over an area of 4· 78 square miles. 
Its 40,~88 inhabitants have at their disposal 

fifty-seven million dollars in the commercial 
and savings banks of the City. Tied to the 

New England States by means of the Pough­
keepsie Bridge, a link in a great raiiW2y sys­

tem, and the Mid-Hudson Bridge, a vehicu­

lar bridge, PoughkeeJl"ie offers manufactw­
ing, building and service trades as the first 
opportunities for its wage eamen. Over 
seventy-five importaot, nationa!Jy-known ar­

ticles are manufactured and produced in 

PoughkeeJl"ie. Rich in legend and rornancc, 

abc.undilljl in natural resources and economic 
opporturuty, Poughkeepsie continues to grow 
as the intellectual and industrial center fur 
Dutchess County's 110,000 inhabitanto. 

P rogrcssive and thriving I 

0 rderly and peaceful 
U rban and upright, 

G iving comfort to all 
H nbitonts and travelers. 9 

K eeping the beacon of 
E ndeavor alonys shining; th~ 

E xemplifying for aJJ to pracucc 
P aramount principles of 3 

S imple enduring rruth. 
I nspired and imbued by 

E duation and tolerance. 7 
F. L. H oldri4z4. 
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POlJ<;m~EEPSIE'S TWO HL' DRF.D Fll·~ry YEARS 

Bt N nlH!'roltL R l '"' 

II) the ume the b,tlull ·bluudal Algonqui.n 
lntl11n inhal.,>nt h>d <kp;tr!al frum the vt­
nnit) ol l'uughkc"Cp>ic lur the 1\"e>t. in the 
l:a'-f part uf the cightt:cnth tcntury, C:Vlctcd b)' 
the r~~rC\~ uf white civiliz:ltiun,, ~\ltch.:ss 
l'uuut)' h:ad I'IC:COillc ;a MICC'\.~~ftJI, rh:t~'mg ~n~­
munity. A~ on~: uf the twelve ongm:d dtV1· 

~iurb 111 the <.:oluny uf New Yo!k, Outch~'SS 
('ounly w:., orgo.wued by the hrs.t Colollt:ll 
\ .. \Cmhl) . In 171-t. thcfi~tccnsuswasraken. 

Then t•uu~hkctp ... it• nurnbcn.-d 170 person:;, 
uf "hum 1 S "en: 'l:t\c .... ln th<M dt)") flour 
:tnd lumhcr wc:rc the .. r;~.plt: :lrtldcs th:at made 
l''''~~'k"'l"''e>nti l>utrhc,, l\•unt) RO<ui-h. 

1 7t7 l'uu~:hk«l"ic ,..,, ..mal the 
!'Qr. :anJ CHT ~~ h~ runtinut'd to 

~ rhc~._,;,Jibuut v. hKh the v.h.,.-cl~uf l>utchc-.'t 
Count) I"'~"" hl\e r""hal. ll>ck in tho-<: 
dar~ abuut '"''HhinJ, uf tht: inh:tbltants of 
Dutch"'' <:oont) "<"' upP<t-<d tu the high 
l:t\:C"11 trihutc."o .and CIUit n:nt .. c~lttc-d from 
thtm :an~lrht) llf..'C".lme 'uunch Kc,·oluuoni:lt-., 
F:anncr Prcndcr~r.l-.t uf l'awling led a gr-oup 
u( tht'<.' ))l";l\'C, tndCJlCndcnt fJrmc~ in ri1Jt 

O:g;litbt the 1\,ric" in 1766, and while they 
Wt·n: :oUJ1JU'""""-d, tlH:ir .. pirib :trt.r.< ag:ain in 
1777 :~nd 10,000 Amcriron~ \'oluntarilv c:tmc 
our of J)urchc~ Count\' co h;alrthc Briiish in­
\"J>iun. The llud,.,n l'•llcy o. a str>tcgic con­
nminJ.: link with tht' New Engl:and stltes 
-«thai " ith mtlit>ry pr<p>n:dtle<$, but there 
""";~.) ludc w;arfu~ hC'rt. 

Sc:vcl"21 of the lin;t Amcrian frigates were 
built •t l'oughkc-.:p>ie, only to be. burned. on 
Octobtr rz, 1777, before cv~~ se.:mg ser~cc, 
in order to prcYcnt the B~tush f~m u~mg 
rhcm, because the famous nver-<ham at l•ort 
~lontgomcry had been broken by the encmJ'· 

The dr:una ~f a new nation, the United 
St~ttcs of Amcric:t, wn) localized in Pou~h­
kecpsic. The important event w:ts r_he .r:tufi­
<>tion in l'oul(hkccp>ic of the Constttutton of 
thc"St Unite-d Sto!es on July 26th,.' 788, by~ 
~me ol New ) ork. G=t n>ttonal fig.­
likc \lcx.ndcr Hamilton, j ohn Jay, Go\·cr­
"'" Geo'"Re Clinton and Robert Living"tOn 
,..,g<-d fi t!") dcbot"' on the issue of whether 
'\c:w York \\'2> to remain :a. separate SO\·cr­
ciJ::nt) or " "» to join hands ";th the other 
rol.,.;.., to form the Unital Slates of Amer· 
i<>. h ,..,, the ' "'"" of the three Dutchess 
<:..unt) ddcg>t<> who ch>ngcd their de-cision 
:u the IJ..,t moment thou provided the margin 
uf \ inury for the r:ttification of rhe Consritu· 
tim> ulthc llnitcd States by the State of New 
Ymk, fM I he vote in favor of the rntification 
\l'J~ thirty IH twcmy-M.:ven. Ever since rh:u 
cn li~htencd .tnd f:>r ·>ightcd vote by Dutc!' 
Coumy titit.cn ... , Poughkeeps-ie h:tS contin 
1o 'f:tnd (or Amcric:llliMn, progressive growt' 
>nd c-qU>Iit) and liberty for •II. 

\Iter the Revolution, the commerce of 
l'ouAhk<"l"i• gn:w b)• mc.ns of ,;,,.,. u·affic. 
l.umher •nd trvps ,. . ...., the leaders. Br the 
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H lS'l' OFFICE CORNER STONE COMMITI'F.E 
Ho"f. CuAJ. I. t.AvuY, c.w;,.,_. 

\\ tkG~rmoSmith WV~mc M. Bull 
.. 1~rhcn IC B«L Hon. John E. Mxk 
u.m. frnl('ti< II. Bont«W o. J•mn Cronk 
flun. 1-"J";ard A. Con8cr Wm. H. Schuuth 
l lulh John H. C.rubb Or. Hcnrt Noble 1\•t.w:Cuckcn 
I'Jul.\. Ricttr Ch.ulc:s 1" . RrOk' 
linn, (~corgc (hwxLcr l>r. G.urcu II. l)ricc 
l lun. J"l'!tct T owrucnd 

I>LIII.I' I' ~lf.MORIAL SliELTER COMM ITrEE 
Mvua, C.Nir!Mif 

J. R. ~l iduc~ 
Mont. RC*n 
G~Siuk• 
MK-hxl Y. a-il 
Jooc-pb Smo ock 
C.~~ fomun. 
Wahcr 8. Wia.M 
Hcrrm.tn A. Sduu. 
J. Stw.n B.ua 

1\"0RI.Il WAR MEMORIAL PLAI'GROUND 
COMMI'I.I"EE 

lh. J,~o~r.~u T. HAUINGTO~. Cha;rtndn 
J. Gor.lon f'bnnny Homtr W. GucrnKy 

l.u.nb Chcttcr &atz 
,·- ··· ,, ._, .. , Mc•tKh•utu E. W, V;n De\'cnlt:r 

Muk ~udcr 

R. Srh""m~ 
Willl•n" 
Wcienun 
F. Di~hrUo 
P. C4oahbn 

C. Fred Cl<*: 
Chulc=:~ t.. MeLu,-c 
Holmes Smith 
John A. t1ynn 
Maj. Gco. B. \V•tcrmJn 
lb.rru.rd D. \'~n K1ccd: 

IIISTORIC\1. CO~L\IITTEE 
0.. J. w .. ...,., PoccHu. C....._ 

\\'i11i-. RcynoL.IJ B.t.hw B. Van Kkttk 
F. IUld"'"in T . V. K. Swift 

Pbu f' r;ank V. Mylod 
• Willit fkfl,c 

PUII.ICITI' COMMITI'l:E 
Euur t.. Ow1J11, c-.. 

Perry J, W"lith Chula G. Murny 
Willi.1m R. O.awn Artcmw C. P~p»tnt 
Mmucl 1-e:'f'inc Sibt P. Hinkley 
Henry J. Kcll)' Ralph T. Wa1erman. 
1-f crm.1n Bloom 

REI.IGIOUS F.XERCISF.S COMMIT1 EE 
M1 \'. liuou• IJ. Kox:u~l>l', Cluir""'" 

Re''• C. \ 'ktor RtM\n Rev. J. t\dditOn Jonct 
Rc\',Aienndtr G.Cummin1 Rev. A. 1':. May 
Rev, Sttphen 1•. Connolly Rabbi A. Hatdkotn 
Rev. John II . f'renn.cn Rabbi MOIK'S N~um 
Rcl'. J. l,.c•'H llaruock lUbbi j f'romc Unger 
Jtt"v. "l"hom.M J. Jrnkin• Rn-. Wilbur W. Knup 
Rc ... Ckritci.a11 B. Jrnttft 

PARADE COMMITTEE 
CoL. WILUAM 1.. Bca'ill'TT'. c..,._ 

~bjor Robtrt W. A..t~'<"., J..ooif; P. Cr.Ji•r 
C .. iotf Chrit W, Noll f'uak W. Winch 
W.Jier C. f'one f'nnl B. &yu 
t:lliott B. Colllon Ourlet H. B.durt 
WiUiam II. Funk Hon. Owi3ht ~pitt 
Gregory Gilman Al~rt H. Kaiter 
Thoma. N. Cjob)e Hon. Gcorze P. Ladbincr 
Capt. john W.Ha~,btnncatd Dr. R2ymond S. Byrne 
Thoma. J. \VhakR Gw•.n-c Klein 
~bJorGeorsc B.W,tcrm.~n Louis K.11t 

MaJor Reuben M. Roten C. RU»tll Lo1:jer 
Jo.eph Huzon 

I'ROGRAM COMM ITTEE 
j~MI D. \Vcn:c~.t C4.tim~M 

Funk 8. Homrd Cl.uc:ncc A. B~ 
Sit. f'nt.rr Nathaniel H . Ru.bln 
Nisd li. Olltn0e1d Cui R. Lee. 
l'lo)"d 1.. liold•idac L<o<u A. J.cw;. 
Ch.uks S. T~IIMf 

PlNM'CE COMMI1TEE 
jOA.PII P. DAVU. c ....... 

G~ J. Bc<ur lloo. Pnl J. Millu 
Pdton C"ftOl'l Cui Silber 
A. Rv.U H c:.1110ft Joh B. \ '.1ndcWJ1er 

f' rcdcric.k N. Mor1an &miH'J PmtmJn 
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COMMIT1'EES 

\VILLI AM H. SCHRAUTH 
\V. IV. MALONEY Jrd 
\VILLI AM B. DUGGAN 

Gtmeral Ch4iNIUJn 
1'rea-Jur11r 
Secretary 

Executive Committee 
Flt.ANK L . GAitDN£R, Chainmm 

Eos ..-r R. AcK ER FRANK MnRS 
J•"ts S. Bouv P utLII' S. ParTER 

HoN. CuAilLES J. Co .. ALLY W. DI!GAilMo SMITH 

Turooou H. MoLL£• I'£TBil H. Taov 
BALT\iS B. v .... K LEEC:K 

h .-iU bt .-d cUt O.tdlc:a Con•r• '"u,. Pwahl:ttpfe it nprac:atcd 
oe t.hit Jill a ~6ninc the :a:naiTc.twy «kbution of our county ~~~:~L 

WOMt.N'S ACTIVITIES CmiMITTEE 

~hJ,. J\u_u .. uu c. c~.~ ...... ,.., c~w.u. 
''"" a,Jy Edith P~1c:c 
Mur C. Colr Mugaret Ry.an 
M.tr) Curli• i\ln. A. A. Schoonm-c~kt>r 
Mn, \YIIIia•n tl, C.rmll Mrs. Hury J. 5<-Uridge 
Mn. VI,;,., llo'Aning Mn, W. A. S;~JifOJd 
Mrt.. Itt\, P.o~t.ton Mn. f'r«l Andrnon 
Mn.. luli• I hrrtmill ld.l EknedKt 
Mn..IA'On 1 .. J'minn M,., Mary T. Sh·u 
)I,... John B. Mllkr Grace C. l"hon,J*'ft 
Mtt. Gcorte 1 .. Nk~t:mA MrL l.ucy Mora:aa 

OIJ) I lOME WEEK COMMITTEE 

fl•' • ' \ .Gu.wrl!1"f1...a. C.,..__ 

C""'u)J kOrl T . A. Stnw 
A. AllnoJo.rlo S..._.,ln Looa T. Whrt"'Y 
11-. t'm:knt A. S.it• Cut Wicbk 
~;..... r,~\lplJ. POO<k, 
&Jwi. K. nr..c .... ,, Conwli• W. G.arriton 
lluoiJ S. Mtll. NKMi. W. Cc:rda 
!loy-.! J. Coo~~<IIJ wmu.. s. O.lloio 
'1\tron A. O.mmi"P t'nak Riky 
)OikJ!:h S. HAH.1n Sc~hcn P. lkd~r 
Dr. lt. 1.. fllhr 

SCIIOOI. •ICTIVITIF.S COMMI'I'I'F.E 
(P••nlty ARd Athletia) 

l ioN. w,.,.,, C. Moos, Cluinlf(l.,_ 
funUin C. Buu1 
VktOI H. O.iYit 
f-'ox D. H~tn 
J-r'> c. I(.,, 
!f.,.old I. 1...,1 

C.ul E. Lc•·i• 
William A, Ret 
F..dmurad H. &rtku t,.. •• Kcltc. 
S...od J. !Gu.cJ. 

ITAI.IAN·AMERICAN PARTICIPATION 

V1Ht1Nr Dl G &H:Nn.o, C/witww,. 

Rtv, jOtorph M. l)c:rnicon< Ceruro VcUc:ui 
Dr, Ari'IOJd W. Ci<(Ont Louis T ax:joui 
DmoJo BuonC! Benj3min Leone 
Anthony Spinelli J <*ph 5grlll~ 
John Arborio 

MERCHANTS COMM IITEE 

CuAu.u W .u .TIU. Cluirmn 

COVI\'TY COOPERATIVE COMMITTEE 

fiAT f. D.u.uu., C~ 
F.rit V. Ancircwt 
J-.aA. Be_, 
s;d..,. s. Bc.~~.o .. 
Miln Cn.-
jollo B. Cmwcll 
P.~ul Ocerolf 
Sunili.1V~ J. [k,.n 
P.sbt-rt T. G~n 
Joh" w. Hcdset 
lion. 1rvin.g J. j111t11t 
Dclm~r J. YJ.hc:r 
)OO<ph V. Lyon• 

Willi.w J. McCm-all 
J~ma McKcowa. 
J-P> B. McEn"" 
J.rmcs D. MxPh« 
fnnk L. Minor 
Hury Pottc:nbu.r&h 
Olivc:r L.. Rider 
Wi1Ji.1m T. Storm 
l..eonu d J. Supple 
F.dw.ord R. S.Ofield 
fo: lmc:r Van Wagntr 
HuoJd S. Wright 

CONSTRUC'rtON COMMIITEE 

EOCAa 8. Bu:r:a, C!Uiirmll• 

1!..,. CC<>f8c D. Campb<U RAymond W. Bum~ 
Job A. Ei&h.mic: Ch~lmc:r Srnia 
Rota. S.ooopo<!re If uta. C. Haole• 
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PARADE ORDERS-Continued 

TWO HUNDRED fliTIETH ANNIVERSARY CF.LEBRATION PARADE COMMITTE£ 

zo M.\PLE STREET 

POUG HKEEPSIF., NEW YORK 

s. 0. No.1: 
In .1C'COrdancc with the pro\•i1iont o£ G. 0. No. 1, chc ~-

uchmcnt o( the 16th Infantry, U.S.A., Second Corps Are:a, 
Go\'crnor'• h.bnd. consisting o( He:adquartcn B:and, three Offi .. 
(t"n and tc\•cnty·fi \ C enlittcd men, have been detailed (or duty 
in COI\ncction \vith the uerdsc1 for the 1~wo Hundr<'d Fif­
tieth ,.\nni,·erury C;lcbration, and will arriw: by motor con­
\'0\' lt the tOUthcrly City Line, at 9 A. M., \Vednetchy, Oct~ 
t.e"r 1 J, •9l7· 

A Otuil conJiuin& of '"'0 Offittn will meet the con''O)' at 
9 • .\. M .. .at 1hc City Line. and will etron them up South 
Awuot, to FnnUiR Su«t, to Lincoln A,·cnue, to the nonh­
•ut c.'Of'DoC't of RhC'tricw P~ld, "''h<"re the mcxor uvtb wiU 
be- qururcd (or che day. On arrh··.l) n Ri,·ervicw f""tdd, the 
Oc~hment will t•ke formation :~nd n:urt:h from Wt point to 
Pine Strttt, to Markee Str«t, to the Sutc Armory, whic:h will 
br the-ir Hudqu:uccn.. 

The DetKhmut will be •igned as the: F..sc:.ort to His Ex· 
cdkncy. Fr.anl:lin D. Roc:.cvdt, Prctident of the United 
ScJtd, in connection with the lJying of the comtntone o( 

1he U. S. ~lOft Office Building, l,oughkccptie, N. Y., ;and the 
l'~sidtnt will abo "wicw the par.ade to be- hdd in the ahcr­
noon o( thls d"'tc, 

The form11tion o£ the J~trort to the President wiU assc!U• 
bk 1l 10 :1 S A. M., in Market Strc:c:t, oppo~itc: the St:ue Ar· 
mory, and will move: tt 1 o::o ,\ , M. up 1-<hrl:ct Suec:t, to 
Mill Sutoet, to W uhington Strttt, to the City Line, where 
th(: rolumn will halt •nd uke romution £or the rctom march. 

Upon the .urivd or the Pmidcnt and his Suff, the Et-
tOrC will Jltl(mblc in the rollowins fomution: 

Suff O!i«n 
Hudqo.oncn lbnd. o61h lnbnuy, U.S.A. 
~uchmC"ftt or 16th lnb.ntry 
<>Inn of ohc R.O.A.. U.S.A .• will form • Spc<i.ol 

GuarJ of Honor immcdiatt:ly in the rn.r of t.h<"' 

lnbntry Dc:txhment. 

The f:Jcon will mcwc: promptly at 10:40 A. M., m1rthin3 
down Wnhington Street, to M1nsion Street, to the site or the 
V. S. Pott Office, where the Nnd ;and Escort wiiJ ronn line to 
the leh, be-ing the J,raidential Stand. 

Bantry C, 1 56th Field Artillery. N.Y.N .O. will be ;,, 
potilion immcdiatdy in the rear of Lhc J>olt Ofliec she tt 10 
A. M •• and when the: column acorting the J•rttidcnt of the 
United St.atC'I aNi\'et at the: corner of Wa1hing10n and Man· 
1ion Str«tl, the Banc:ry will 6rc the Pm idcntial Salutc at the 
column IDO\'tl to iu po~ition in front of the J>a.t O&e site. 

l mmcdi.udy ahcr the c;rrcmonia a~ condudC"d, the Pfttoo 
idc-nt will nuer hit: automobik £or the rctum trip to H yde 
P.arl:. 

1"'hc F.«ort "llJ then ulc iu; orisin.al ronn1tion and maKh 
to the Sc.ate Armory and diann.. 

The enlitt~ pcreonnd of the Oeuc:hmcnt or the t 6th 
l nrantry will be IU1"cd a lunch 11 the GC".munia Sinain& So­
city Ruildin&. jw:t e.ut o£ the State Annory, at tt :JO P. M. 

The Commi•ioncd (}ffi«_l'$ o( the DctJ~il will be the 
guem or the Co.nmittcc at a luncheon to be IC'tVed at the 
Nelton Houx at t l :JO P.M. 

Immediately alter lunc-hron, the formation or the titer­
noon p:~radc will u kc pia« :n 1:10 J'. M., and the Deuch· 
lnCIH (rom the 16th Infantry and the units of the I s6th fo'ield 
Artil1c:ry, N.Y.N.O. will much £rum the State Armory to 
their potition in the column on Mill S~reet, right rc:stin& u 

New Market Stte!el. 

By order. 

COL. W. 1.. BURNF."IT. 

OK><i.ol, 

MJ\jOR R. W. ANDREWS, 
Adjutant Gcnenl~ 

Manful. 

Regraded Unclassified



PARADE ORDERS-Continued 

TM: J,INP Of Mt\RCII wiU br down Mill Sme1, to 
Sntth Clonr Stt«t, co ,\bin Scree!, to Mulcl S.r«-1, to 
Montjl.amtty Su«:t, to South Clinton Str«t, to Charch Stre.ct, 
~o juJKiion ol M~ift Strtct. ~" M~in Strut, to a f'O'.'u 
jf.l•t Uti ot M~tlc:t Street, 'A'h~:r~ th41 colu.m.n wil~ .luh. 'A'~u1c 
tll~: ~h) Of and oclttr Chy Offitiah ul;c thc:•r pout 'a:" .'" the 
rcrkwins nan,l on N4.1w Mukt"t Suttt, (or the rcv.rw. ~· 
von ,. the) ltC: In potitltlfl, tht: «Numtt will m;ncll down ~.l.un 
Nt«i to New Mo~rlct S4r«t, (\Uiin1 in rt"'i~w ll th~ n~t·ttw· 
'"' ICJnd \\hith 'flo ill be klt;~tcd Cll'lthc 1H't1 nJ c olN rw Mar­
lf1 S.tlttl, aOO.t JOO ft'el 601'1h o( ~bin Street. Tile ~udt 
'A1ll tMn ronciautto ~K~C1t- Oft New Mart<1 Strm ~ l~t' JU~­
tioft J ~h"•.oo &t«t •• ~w:" d~ .-mom -v••t.attOftl wtD 
MJ.rr~ C'• a11J •'all • ~~~-- St:rttt, .nad dismiL 

If• f•«n.r.n, P~t Fn•Ui• 1). ~'<:lt.aa.:l Suft 
. ;a ulc fK-'',... •• drw md;·~ "'""..! aoc_lJtn dua s P. _M., 
.~,.J •ill k jonwJ tlrwk M tile""'~~ the :tt~~CW...,__ 
•llirlrl •ill ole pt,n: ...i..rJ •. ud~· .afkr tk .JJriiffi. ol the 
ltuJ ttl tk cohu.e .tt Multt Stmt. 

\ •.h•.t.ft« ol JOO f«t •iD be- m.ai.11t:aiiOC"d btf"''tta Diorii­
t.IIIN uJ "" inltl".t.l al so fcort bctwa:n i..diYidaotl orpniu. ...... 

'I'M IXuchmcl\t roruitcin~ of the" Hudquutm 8Jnd •nd 
th«' l:ku\] front tilr 16th fnf.tnuy. U.S_o.\., will mal-t thdr 
hc...Sq.uncn .-t thr Sut.: Annory, .tnd will mar(h from th.u 
t'(MI\t 10. flt:tint "' (l)ftn.uioo with the uniu of the I s6th Pidd 
;-\rtlnuy, N.Y.l\'.G. 

T he l>t•t•thn•tnt of uilun (rtJm the U.S.S. Dunbp will 
Ji...-•nl»rt .11 the lluJIIIll!l Rircr l>o~y Lin<' Doc.-t, o~nd will lK 
mf1 .u •~•t point •hh • lkt1U ol ane Commi:.KIIIcod Oftnr, 
•"- "''11 cteon tllt"m 10 thrir J!OiitW! in the rolumn on Mi:IJ 
Nrm. 

\II trpniJAtiGn• flot •iJtle':IJ to a Hodqw.rttn •i0 rC""" 
ron. r-r'' 10 tk c...n.mJ.aJle& O&n of thtir fctp«'li\e 
J);,.._ at tl.t ro'•t ot l<nutioe ., n; P.ll. 

I•~J~t,h •r- miul .11 lht }"'CMnt ol fomudaa, eft 
~,.ti...MIIM C..••••n •iD rqoon tlut orpaiutioa a. be­
.._ .. r-".,.. M tiN I),,.._ c.....a&r. 

11rw p..k ••I hr ''Jill J•rU.C dw ntirr- paDik Datil 
dw f._• radwt dw corar-r of M..-rlrt .a.) Main 3t~bo. 
• hn tk J'lliJ" •Ill h: d·~~ kft whtk JU~finl in I'C1'ilew, 

, IMJMNu•c-1" d1u t~f \hnJul_.-nJ Suli hnc- p;t.d the 
~"'""'"« ~J...t ch .. , ... n 'lu"J't J•mcion to the ldr, h.dt a1 
~~ ~~",..'fill •tJ•J. f.-r: Jb...l, JnJ r«n.Jin in f'O'ition to ~ 
nrw tiN PJnJ,, 

,A• 1001* .II thC' 1)\'l.l,~mr:nl ol chr 16th lnrJnuv with 
lhm h.nJ hJ\e rud\t",l 1h~ Jl.lnrtion of ~hmion JnJ Ntw 
~larht Stmh, tbt"y "ill •'hoc ... J ~~\·n :\hnJion Stnct to 
\V••hl"lt'Oft Stn·cl, ~~ L'nlon Stt.:rt, '" ~IJrltt Strftt to 

"lontM~t<'r1'' Sttt"r:!, tu Rhml~" t'i~~:IJ. "'Jot'~ the ton~· •>( 
tnn·b ~•11 1'10 •·•h•n~ 1u tt-hun tl-inl'l tu their HudlJ'I'I"tt(n. 

A• IOOtn II the l>rt«for.'!Hnl u( s .. ;m ftun tl!t l ' ~.s. 
f?un.bp Mve rucheJ tltc j"'"' 111 ur ~t~ )l.a:rl.tt otd ~hn-
, .. S.tcet" th('l' '1'110 du"l"'l" J'r '"""' 1 ~~ Lf: \I • 
~ \\' I ~ •• CJII 'llUOift 
d«'("'t, tO ~'"11011 ~ttttt. lu \1 10 :-.tl"c'et 0 ~nnft ~C'r 
Suwt, 10 \bta Sc""" to lt~J "!! Riw·· 0 ,. U Dod: 
(,.. wilidt polot •lkr • tt ,. to thrir .-1. ar ' 

DETAILS: 

Col. 0. Thiede", Lieut. Col. A: Huddeltoa, Jr., Maiorr 
0, Maher, Cape. ~1. A. J\'f("~ughhn •• Ctpt. C. Forbu..t., c.p.. 
f', ~1 . Dudley, L1tUt. H. Sw.ann, L1etat, •t lt.hy, l.kvt. A. 
A. SthoorlltUk("r ;~nd Ch;~pJain 1\ . G uin:an ue ht:tchy dcuiW 
n /\idee on the Staff of che Manh:al. 

Major H. Dtnich and Cap.t. C. E. Niln ll~ hcrd!y .. 
t11ilcd at Aidn on the Sufi o( the Commander of the FiN; 
l)hilion. 

l~ieul. 1). D. Smith and Lieut. E. M. Ludit uc hc:rtt, 
J("uiltd • AiJet 10 the Commrnde:r of 1hc 8«-ond Dir­

Lieut. W. A. Nytt, Litcuc. S. A. Moore, Jr • .-nd Lit.t. w_ 
fodr .a.re hfftby !.'kuikd u Aides to the Comnu.dt, «.., 
t'ounh Oh-iition. 

C..pt. W. 0. Printup. Lint. W. H. CJ:UuDft, .1M Lin&. 
0. J. Splh, Jr. "" hmb)o dcu;Jod "' Aida 10 lk C.. 

.uunJct ol the: Fifth 0 iYit:ioft4 
Licuc. R. H. Hutchings, Jr. it ll.enb1 ckuilcd • 1• A* 

10 elK C:!mtrundc.r ol the ~·enrh Diriaton. 
Mr. G. ArnoJJ ud Mr. ~1. Clc:,·ebnd wiD rrport a 

Mounted 1\idu to 1he l\l;~nh.JI • 

BANDS AND DRUM CORPS 

f1rot. W. J. Rktet will report with hit bind to Chief F.• 
gin~r C. W, Noll, COttun;~nd("r o( tht Third Dh•islon. 

M, Amold will report with tht' Mid-Hud10n 8anJ M 

C..pc. C. S. Clint', Commander of tht" Fifth Dh•i•ion. 
The Y~ng Am<"rka f'ife, Drum and Bugk Corp. wil 

rrJ:IOrl tO the Ctpuia or Young Am(",-ie:• HCR Company No.6. 
l..af&)'("Ue I'ON, Amt'r~n LrgM:In Drum Corp "'ill rcprt 

to the Comoundtr of che S«ond Oivi•iotl. 
Thr RhinC":btd: B1nd will tq"'f' to tht" Coetrandlf 

Oln:r ol Trt-P~Ikd Grotto. in S«tion 8 ol the fOilf'til 0.. 
•iliofl. 

'1"'hc Salntioft Arm7 B.tnd will nporc to 1M c..--, 
Cleftr ol the Fou_rth. Dh•t.ion • 

The 8ncon Cicr Bud wiU report 10 the c.o..-r.. 
<.>tic'tr ol the fifth Di,.ition. 

' I'M Conunai\Jin& ~r of the Dutch<~' Cotnuy ~ 
tcr Rt~cl'\'c Oflic.C'n' AJIOti.ation will aaign a J)mil el • 
Commi.ioncd Of!K:t'r tO aeon the Ikuchmc:n1 of dw t61t 
lft(,ntry hom the point ol diwni.W to RiYer"~"" r'~eU, tlw 
hci4lqu.artcn o( thtir motor ("'ftVOy. 

t\ J:>eto~il of ont Ctmmi•iont"d Offi" r will a'-o bt: .-ipd 
IO ctrort lht Octi»(hment of tbe uilon from the U.S.S. 0.. 
lip. dtl!r their di1rni~Pl from the p.lr.tdc to !heir 1\udqlliftt" 
01'1 lh~: \'mel at tht liudton Rivu D:~y Line O«k. 

By order, 

COL. IV. L. BURNETT. 

MAJOR R. W. ANDREWS, 
AdjvtJJU Cft)l:r.al. 

\l .... ol. 

Regraded Unclassified



PARADE ORDERS-Continued 

t'IITH DIVISION 

CaptJin C. S. Cline, Commanding 
Mid-Hu~ Band 
M , Arnold, Wdcr 

\'.a_,r Bro«hcn H01pital Alumnae Asloci;&tion 
Mabel ;\ndrcws Edilh Lindberg 

(in charge) 
St. f'r.an(il l'l01piuJ Alumn:ac A5JOC.iation 

L. F. J~ckcrt, in e:huge 
1\mcric-.1n Red Crou Unit 
1... lot. Th:uchcr, Ch:ainn.an 

Hud.on Rh•er State Hotpit•J Nurtet' Alumni Aaodadon 
Ann M, .-ctcn, J'ra idcnt 

l-l ud.Jon Rh·cr Suu: li06-piul Nunes' Training School 
Gudp Ru..U, Di~tt~or 

Be...., Cicy Band 
M. Utifu, Lader 

Coon Jreniu No. 6<), Catholic o.~ughtal o( Amcria 
Stnior u\d Jun;or Couru 

~brJ:UCt A. Tynan, Dirc:nor 
Puriolic Ordu of Amcric.tns. Camp No. 1 1 

C. Lintel, Comm:anding 
Hudton Valley Lod3c No. s a6, Ladia' Aw:iliuy to 

Brcxhcrhood of Railrmd Tninmc'n 
E. ~Jl.ahan, President 

Rcuy ROM Council No. 4 S• Sont and Ootughten of Amcric;a 

SIXTH DIVISION 

SI!CTION A 

W , C. Forte, Commanding 
Koy Scoutt Drum Corpt 

Hoy Sroutt or Amn~•, Dutchcv Cou.nty Council 
One Troop o( Girl Scouts 
~1. M . Dow, Leader 

SJ;CTIO.S B 

Funklin A. Butts, Comm.Jnding 
H i&h S.hool Band 

Popik of the H i&h S.hool and Gr>dc S.hools 
of the City of Pou&hkeel"ie 

Pupilt of the Parochi>l S.hools 

SEVF.NTH DIVISION 

Fl, OATS 

Li~ut. R. F. Knox, Commanding 

H ollandia Sociely 
f' loat o: 

u II oiU11 IN" 

l,omon.a Grange 
l'loat a: 

«puc, Tllro" '" Frk.Jr~llljT' 

Ali« Cuy R itlcy Tent No. 73 
l'loat l: 

uo.,~IHI of u,.;. YI/I.Tillf.l of tAl C;,;l lY'' 

V-.. Brothcn H otpiul 
l'loat . , 

" Fi/11 Y ur1 of Snflie4 lO tlu Sid uJ llfj~~r1J'' 

St. Francis Hoapiul 
Float 5' 

"St. Frt~n~it our lnJ!h-lllifJ," 

W. E. Bock 
floot 6 : 

Floral Float 

Exchange Club of Pooghkkeef"i< 
float 7: 

Exchange Club 

Ljone Club of Pooghl:ttptie 
l'loat 8: 

"AU Jo Baur Jli.c;o,." 

Womeo'a Rdid Co'J"o Ladiet olrhe G.A.R. 
floot 9' 

"Tiu Cr•l Arnty of tA• R•l"l>lk" 

Pic"'"' V.Ucy Gr>ngc No. 8)8 
fo"bt 10: 

"A MoiL/ Gn"'t'" 

Sunshine Council 
Flo:at I I : 

" Srm.tMne Cormdl, DdughltTI oJ tlmtt'kt~" 

Apokcef"ing Tribe No. 4)8. lmpro,•ed Order of Red M en 
Fle»t 11: 

.. AfOlU-J'Iing Trihe oJ ReJ Mu" 

H udtOn Valley Lodge No. )16, L:adiet' Auxiliary 
to Broc.h~r-hood of Railroad Tninmen 

float I) 

Catholic Center 
Floot •• , 

Child='• l'loar 

The Gitl ScootJ, lne. 
fbt 1): 

u T A1 Girl Seoml' 

Excehior Rebekah Lodg< No. 7• I.O.O.t'. 
f1oat 16: 

u Exc.dJior ReluUh" 

Pride o£ the Hudton Lodge No. 467 
Quctn of the: H ud10n T~mple No. 193 

Improved, Bc:nC\'olent & Procectin~ Ordrr ol Elk. of the World 
floa t J 7 

Upton u.kc Grange 
...... t8 

Shephmla of Bethlehem 
l'loat 19 

Deeor•ted Autoa>OI>iks 
WOCDC"o' • Ci17 .a.nd Coaoty Oo.b 

Regraded Unclassified



I'ARAl>E ORDER5-Continued 

tl.-ttc:l) C. 1 ;6c~ hdJ Attilkry, X.~'.:."\.G. 
IMul. T. J. W~kn. Com .. Jnohng 

5f.CO:W DII'ISIOS 

C.1J•Uin C. l .. Md.urc, COtllmanding • 
J'*nior l)t~ll'l Ctlfrt- \',~ji.Wolll Pun No. I ;o. \'. o( f • W, 

v,.;,.w,,J II I'U~~t No. 170, \ ' . o( J''. w. 
II. &ni1h, Cumm1nding 

J ... din' J-\u.xiliary, \'o~ii-\Volfl rOft 
•:. 'l'tlur, f'r"id('nl 

J. )\, So~g•n· Camp N~ H• Vnitlld Spandh \~ar \ 'ctcuru 
M').cw G. R. Wttttman, Comtn~ndtn£ 

' I he Amttk•• 1-qion Drum Corp 
k . Sduuk, Lc.ukr 

l.lf•)tttc- I'•• No. Ji• Amcric&o Legion 
.-:.. C"rtlkn, Ccamaftdi•g 

l.-din' AuiJUry. Amcrian l....rJioo 
L. Albnu, P,id.,.t 

Ot: rem_. Cot.,,.,. Dtvmos 
,,ftk,;,c....- lq:iaa 

II, L. " c:kll, C..AUJ~dlag 
Jute) Ci17 Orpfu•' Home &nd 

hdcul.o. ol luJU.n WoriJ Wu \ 'tte:nm 
J. e. &o~rbl.l , Comnundirtg 

THIRD DIVISION 

Chid Vn,gi.-c:cr C. W, Noll, Comm:anding 
HI .-\~. C. I I. \ '.1n Non.lnnd 

lnd Aill. F. l .. Gardner, Jr. 
RM:Kr'• 8;~nd 

~,J of Ollirm o( the Pougblttp..ie fire: IRpmmcnt 
l>ct..:hmnu ol Rqulu fin-nu·:n 
t '_at.mfl Fircme:n'• ."-oci.nion 
1- I'. CmK·r, Cc.mma.n.ding 

llny Croc:-lm 1-tool & t.a.idtt Comp.a.ny ~o. 1 

f't.orftt, It• Ccmpu!y Xo. 1 

'~m ~ruacr Campany Xo. : 
U. II ftv.c~ lf011t C.ru-J Xo. 1 

l J, \\-" ·' C'-• lfo.: Ccnpnv X'o. J 
l' .. tr ... UIW!off lA.Ja.pa·~ ~(). .. 

\_., .. .,. Drum Corf" 
l>.tur~ lc...kr 

'I r 
lh I ' ' I ' 
11 

l .. 
c.p· ' II ,, 

,,. " l 

"' ' h•• l', n·. 
II t•nJ 

~ 11. J !11t~t11 
\ 11-1 l.~t,.. 

j !' t 

Cart.,, )' .. 1 \ 

C1un]( r t- I>J 
J 

M·Ut.ook fac•"'r·H k , 
C'l> .. l J o, 

a .. • t 
J t ... 

Olntoa Volonttt.r fir~ l>cf'nm~ru 
Chief H. f. OnU, Ccmmandinc 

Panenon fire Dcpucmenc 
Chid J. \V. Dyl:t":rru.n, Jr., Comm•ndinc 

lkckman Fire Dr~rtment 

FOURTH D IVISION 

(Service :md Futcmal Org•niz.aliont) 
Major J. B. Marian, Comm•nding 
Dutch~• County Sheriff-'• Dt t<Khmcnt 

0 . Scdg>A•id:, Commanding 
Secnow A 

&lvation Anny Bud 
Rowy Club 

H. C. Shan. Praident 
Exdung. Club 

F. G-a:nou:ng, Presid~:at 
Lion. Club 

D. Sk<, PmMI<ac 
s..d 

Kiw~nis Oob 
W. Sdtn.uth, President 

SEcnoJr~ B 
Rhinebttk B~nd 

J. Griffing, Wder 
Tri-P~Bed Grouo 
L. Kat~, Mon.uch 
Hollandia Society 

C. Himptniw, President 
J,oughkccptie Lodge No. 21 , I.O.O.F. 

M. Ovufield, Commanding 
19th Separ~te Drum Corp5 

f.JJliU Lodg• No. 297, I.O.O.f. 
L.. E. Schryvu, Commandins, 

Adlu Lodg. No. 388, I.O.O.F. 
J. bdcliflc, Commanding 

V .f' .IV, Bmd o£ lk"""' 
Pooshu.p.i< Lodg. No. >7l• B.P.O.E. 

D. Snow, Ccmm~ndin1 

S£cnoJt C 
Hyd~ Part Fife, Drum and Bu1k Corp 

t1orcntifk Council No. JO+, KniJhtf of Co)oaat. 
Funt M. Donn, Grand Knisht 

Apok~epsing 1' ribe No •. u s, Improved Order of Rtd Met 
J. L. w,nds, Comm•ndins 

U i3hbnd Fife, Drum and Bugle Corp~ 
l'ooghl «plie Lodge No. 90-4, Loy;a_l Order of Mooeo 

Fr.ancil Stahli, Commanding 
Lebanon·American Society 
M. f. Ru.il, Pre•idenc 

Band 
luli.an Socieciu, City of POQghk-eepie 
Vin«nt Oi Gen.na.ro, Comma.ndiA&: 

Pride of the HuQ)n Lod~ No. • 67 •~J 
Ou«n of th• HU<bon T<mpl< No. •9J vtJJ. 

lt'Qrrcw~, lk:Qct"oknt i Proc.ecti-..e Ordu ol Elb cJ die: 
G. F'nr:treis, Comau~din.c 
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PARADE ORDERS 
H EADQUARTERS 

TWO HUNDRED FIFTIETH ANN IVERSARY CELEBRATION PARADE COMMITTEE 

10 MAPLE STREET 

POUG HKEEPSIE, NEW YORK 

0. No. I 

'l'hc: following appointment:J to the Suff of the Martha) 
orden for the 1 'wo Hu1ldrcd Fiftieth Anni\•crury Cele· 

l'ande are here-by published. 
Major R. W, Andn"\\'1, Adjut.tnl Gcner.al 

Cpuin J. \V. H aubcnnttecl, A..istant Adjutant Gc1\cral 

DII'I~ION COMMANDERS 
Mojor E. C. Schrocd<r, U.S.A. (Rtd.) 
~·hjor J. n. Marian 
~puin C. L. McLure 
O.ief En1inccr C. W. Noll 
C.puin C. S. Cline 
Licutcnanl R. F. Knox 
Scout Executive W. C. for~e 

AIDES-DE-CAM I' 
0. Thiede 

Col. A. Hoddl_,, Jr. 
H. O.Jnid, 
T. 0. Mahar 

f\, S. Brundage-
H. A. Mcuughlin 
C. Forl>ush 
C. E. Nila 
W. 0. Printup 
F. H. Dodky 
H. s~nn 

H. May, M.D. 

Chaplain \V, Goinan 
Lieut. F.. 111. J...ndio 
Lieut. \V, A. Nyce 
Lieut. S. A. Moore, Jr. 
Lieut. M . fody 
Lieut. W. H. Clinton 
Lieut. 0. J. Spohn, Jr. 
Lieut. A. A. Scboonmd:er 
Lie<ot. R. H . H ot<hinp, Jr. 
Lieut. C. H. H alpin 
Lieut. 0. D. Smith 

l.lne wlll be formed on Mill Slrcet, right r~ting on Wu.h· 

Scrcct, bcinJ ~·r~t, on \Vtdnnclay, October IJ 1 193 7, 
I!JO P.M. 
M.ajor E. C~ Schroeder will c:ommand the fim Division. 
c,.~,in C. L. McLure win command the Se«md Di•i•ion. 

C!ud Engineer C. \V. NoU will command the Third Divi .. 

•ion. 
Major J. B. Marian will com"';,und the fourth Divition. 
Uptain C. S. Cline wiU command the f ilth Oivi1ion. 

Scout E.xecuti'l'e W. C. FOJ1C' will ccmm.J.nd the Sixth Oi-
.-Bion, 

~ •• icln. R. F. Knox will comm.Jnd the Seventh Divitioo. 
! he Fi11-t Divition will form on Mill Street, right resting 
~~w Market Street, facing we.:t~ 

. fhc S«:ood Dh•ision wiU form on MiU Street, ri,&ht res.t-
1 w on Cnn.ndl Str«t, fac:ing wat. 

The Third Divilion will form on MiiJ Street tpproxi­
,• ly at the junction of Clinton c:,.uarc, (.acing w~t on Mill 
'ttl, '""t 

• , The ~ourth. Divition will form on North Hamilton Street, 

rtst•ng on Mill Street, facing loJIUth. 
_The fi~ Divifion wiD form on Cadu.rinc StT«I, ri&ht 
"'I on M.u Strcec, fac:in& south .. 

Th~ Sixth Di•ision will fonD on Cnanct Squr~, csund· 
ing to Dda6cld Screet, with the right of the Di.-ition rtttin& 
at North Clo\·c:r Str«-t, 

The Se\•c:nth (Float) Di\· ision will form on New Muket 

Snett, bdng toath, with the right ratin& on Mill Street. 
The Column will much at UKtly 1 P. M. in the foUowint: 
order; 

MARSHAL W.!.. BURNETT AND STAFF 

Moyor C. V. 1 •. Sprott Mr. P. A. Rico<r 
Hon. C. J. Corbally Mr. R. F. Jon•• 

Mr. L. Crippen Commander B. Me.rrilt 

THE COMMON COUNCIL 
(in automobiles.) 

Mr. J, P. Dni•~ Aldemun--Jt-Largc, Commandin& 

Alhnnen: Allermen: 
H . Ad•m• J. Hogon 
8 . B.tkeT C. Kirchner 
C. lieder W. Knox 
H. Corey B. McCoy 
H. Edton 11. Murny 
J. Haggerty F. Theyton 
F.. H"Jicld C. Silber 
R. He"on J. Walsh 

The ExccutiV'C Committee, 
Two Handred Fiftieth Anninrury Ctlebntioft 

F. {_., G.ardner~ Ch-Jimun 

T I·IE BOARD OF I'OLICE COMMISSIONERS 

Mr. 1'. Potter Dr. R. W. Andrews Mr. S. Moore. Jr. 

MEMBERS OF THE CITY BOARDS 
AND II'OVITED CUESTS 

(in ntomobilet) 

Fl RST DIVISION 
Major E. C. Sc.hroedcr, Commanding 

City Colon 
Hudqanten B.and, t6th. Jnf.J.ntry, 0.5-4 • 

W. 0. WiJJUm White, Lt.tder 
DcrKhm~nt 16th lnf.antry, U.S.A. 

Captain F.dwud J. O'Neill, Commanding 
Detachment o£ S..ilon, U.S.S. Dunl.ap 

Comrundcr E. C. Sch.nder, Commanding 
Fint B.ttulion, t S61.h Fidd Anilkry, N.Y..N.G. 

Major R. M. Rotta, Commandin« 
S..tuJion Hudqu.artc:n and Combtt Tnin 

Lic:ut, F.. Sc.,ading, Commanding 
8aue.ry A, 1 ;61h t~ic:ld Arlil1ery, N.Y.N.G. 

Lieut. J, CbytOR, Commanding 
U.nery B. t s6th F'idd Artillery. N.Y .N.C. 

C.pt~in W. H. Young, Comm-Jndin& 
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AND AROU 10 POUGH KEEPSIE 

T4, Cu,c J t " ' ~ 
. , ........ , J'. , I I , If c. A. 

L M. C. ~~. 
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70 ... , 
CONFID6HfUL 

..... Ootober 13, 1937 

TO Seoretar~enthau 

!.lr. HAa~--
Subject : Reduction in the Budget est~te tor fiscal year 

l 93S, as a result ot the conference held on 
October 11, 1937. 

In accordance with the concl usions reached 1n our revenue 
estimating conference on October 11, 1937, we have reduced the 
revenue estimates by $124 millions; $74 millions were deducted 
! r om the income tax and $50 millions were deducted from the 
ot her items. 

There follows a lis t of the items adjusted , the amounts 
ot t he reductions, and the reasons tor the reductions. 

(millions of dol lars) 

Current individual income taxes 
Back income ts..""tes 

The recession 1n security prices has exceeded 
our estimates of August, eo that the net 
capital gains reported by individuals will 

$ 69 
5 

tall short ot our August estimates. Also 
reported dividend distribution• by corpora­
t i ons may tall short ot the August estimates , 
further reducing individual sources of in­
come. Back income tax oolleotions through 
August have fallen somewhat short of estimates. 

Estate taxes 15 
Since under t he preeent law estates may be 
Valued either at time of death or one year 
l ater, the current recession in security 
prioee in eaoese ot our anticipations may 
result in a lower valuation on certain estates 
than we had anticipated . The estate tax esti­
mate was ther efore reduced in the interest ot · 
conservatism. 

Stamp taxes on security issues 3 
The tact that the aeourity price recession 
has exceeded our August expectations neosasi­
tates a slight reduction 1n this estimate. 

Regraded Unclassified
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(millions ot dollars) 

Di atilled epir!te (domestic) 15 
Coll ections t o date haYe been running under 
our eetllllatee. 

Fermented malt liquors 2 
While collections t o d&te are measuring up to 
the August estimat es, a moderate reduction in 
the estima te was allocated to this item in the 
interest ot conservatism. 

~soline 5 
Collections to date are under our August esti ­
mates. Although we believe that this ditterence 
may be due to seasonal tactora, a reduction in 
t he total places t he es t imate on the sate aide. 

Tires and tubes 2 
Aut omobiles (passenger) 3 

Tbe best opinions ae to the outlook tor t he 
automobile industry are slightly more conserva-
tive than our forecast in August. We have, 
therefore , allocated a moderate reduction ln 
the revenue estimates t o the items "Tires and 
tubes • and "Automobiles (passenger)• . 

Ouet oma 5 
In view ot the unusual situation whioh pr evailed 
last year in connection with the i mports ot 
foodstuff s , we felt t hat it would be on the 
conservat ive aide to allocate $5 millions ot 
our r educed revenue eetlmatee to the customs • 
item. 

71 
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P'EDI:IIAL _...,. 8ANK 

C# HCW YORk 

CORRESPONDENCE DAft ...... 11 1111'• 

........ • •• 
I eall• •· .... u lOtll ..._ _. telA b1a \hat w bet 

tan 4h.Uah• a alalo .,.._,., ar ..,,.., o_.w tu a.u. -..... 

tboalht \hq W lt.- ._,. laalrT 1enwtq at "rrt• to )e ~• w 

1.U 10 noh tor u. totq, be U.t•a._, bo -.14 PNNIIl.T ..U e tw 

10H .UU••· the ...,_, .._ t..M *lle tnae W ..u.ot •• 

caricuel, he UMM~ab\, W Wk• a rood 4oal of tudp ...., a• .._. 

Ia i.Dhr•a\1111 twele,.•* ta \he .S.he~a -.. UlU a INU r of 

toHf.aD utaa wen tam• ta w Cu!p~ *-* ldabt tau•• ..... _. 

or repatnaua. ot \he na,ooo,ooo w IID,ooo,ooo aata• 1t1 Coripel 

aiJict BataftiiT, poa8lla17 ... ,.... W 1toa ta \lie tom of •* tor-

uaa .... aolA ., .. u.eta 'w«w •4 allro4 ... -., ta 

parabuee ta \he .._._ -*-' bad lto• .... tor prlwuo ... 

eount or tor tad of otr1td.al :f ••· Be*oP PIJ't at Uld pftft1oall7 all 

the cold •111 ._ nztaa w ,_.taw prlwao bo...._ •• Ut .n nproe t 

ott1o1a1 'llaJ1JII. u tar ae •r ...... -•om•, be W lloa Mle u 

~· • w11--Ual ,.n of U ........ tnl. NM o..._. wtlitb •• 

bad bee ae\t.taa • • •• taern"'•l Male at.aee the trl...U'• .lirM­

e..t waa 8lpo41 a4 tlbiab ol'lliaUet -' aaq ta ....,. )at alw ta 

other pane at the wrlt. A =en ,..- of ar o..._ be W llew ellle to 

•tU ill \he aukR '-' -.a.e and MJ•I'1• of •r ao14 bM a•• tate of· 

t1c1a1 ha4e.• ot ~ 118,000,000 4ae :fer •• ,._......,, pnftioal17 

110\hi.aa hat -.. ..u ta taao -n• ._. ..., ,... te a1s or ..... turw 1 

., ..... ~ ell. ol'ft.S.al b·te. • 
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mur: Ballo. 

Operator: 8eoret&r7 Wallaoe . 

HI&Jr: Dol 

0 : 00 ahead . 

HI&Jr: Hello, HeDrJ. 
Seoretal")' 
Wallace: Good 110rn1J16. 

HI&Jr: How are 7oul 

W: Fine . 

OeWHr U, 113?. 
t:al5 • ·• · 

RJIJr : HeDrJ, 1t 1t'e agreeable \o 7ou, I'd like to 1DY1te 
Bill ll;rere to co•• here \h1e afternoon at \hree, to 
help ... 

W: 

HI&Jr: 

I eee. 

HaYe 70u &n7 obJeot1onel 

I \h1nk Bill 1e t1ne . 

'!'hank 7011. .Ul r18ht, we'll be read7. 00o4b7e. 
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Cochran: 

Taylor: 

c: 
T: 

C: 

'1': 

C: 

T: 

c: 
T: 

C: 

T: 

C: 

T: 

C: 

T: 

C: 

Hello 

Hello, Cochran. 

Hello, Taylor, how are TOU? 

Fine, how are you? 

All right, thank TOU. 

October 1~, 19~7. 
12:1!ol p.a. 

We got interested in what looked lUte a rather i ..... 
pressive zvement,and wondered it you had aQT light 
to throw on it. The tigurse that we han are that 
in the last three days- TOur side ot the water hse 
gained between twelve and twentT a1llion pounds, all 
ot it going direct. 

Yes 

Aleo that there hae been considerable turning 1D ot 
foreign currency in the tora ot bank notee. 

Yes 

78 

Which would indlcate eoaeth1ng aore than short coverings, 
- how does that cheolt with you. 

I didn't get that-

I eay, how does that check with your tnto~on? 

You haven't received a wire Tet troa me today? 

Yes, we got a wi r e trom TOU. but the Secretary wae 
i nterested in any iapre aaiODI the t you aight have , 
other then that about how real it aight be - whether 
thia was all, let's say, the Government tunde. No, 
we haven't got one trom you today, we have one 
October 12th. 

Eleven o ' oloolt today i n which I told you that the 
control had gained a net total on Monday and Saturday 
ot one billion, eight hundred and twenty tive mi llion 
trance. 

Yea 

Eltchange . 
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Yu 

And that aade the total in the rund last night, eix 
billion, tour hundred million trance or gold at foreign 
exchange. 

!hat1 e the total in the tund. 

Laet night. 

Yee. 

And thie morning at eleven o 1 clo~, when I wae there, 
they had taken in one million, seven hundred thoueand 
pounde. 

Ah-ha 

Betore noon. Up until eleven o'clock. Tnie afternoon 
it elowed down eome, eo tor today they probably gained, 
Juet my rough guess, between two and three aillion pounds. 
Now, ae to what the atooke are doing. Yesterday I 
eaid that it was mostly epeoulative ooveringe and the 
selling ot foreign aooounte tor immediate neede, 
where they needed trance at onoe . Well, today, while 
I waa out with ~ rriend - can you hear 

Yes 

When I wae with ~ friend today they got two order• 
troa - one was rroa you know, the big 
dealers here in notes and coins - they wa.nted large 
aaounte ot French trance to pay over the counter to 
people who were turning in eterling and other toreign 
<Drrenoy . · 

Yee 

And at noon I went to the National City and talked to 
them there and tound the 1&118 thing going on . 'l'here 
were rather 18portant line upa ot people turning in 
currency, sterling tor French tranc notee, 
and they told me that their bank deposita bad inoreaeed 
fairly wall the last three daye, including today. On 
the other hand there wae a little reeling thie after­
noon that thie wave ot purohaaing trance waa letting 
up. '!'bey t1gura today will certainly not be an;rth1ng 
like ae iaportant ae yeaterday, and there'• been eo .. 
fai rly big deale but still no i aportant intiaation 
ot tlight capital yet. 
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The underlying situation ie still as it was. 

Still ee was, but still noral, more than it hal been. 
I aean the election cheered them up quite a bit, but 
not because there was any change, there was practically 
no change but because the Communists, in spite or the 
Tery heavy expenditures or money in their campaign only 
gained one eeat on this !iret election . 

Yea -

I mean the tact that it did not go further to the lett 
was Now on next Sunday, they have 
the runott, see. Now there the lett will , it'e a little 
better - I mean the Communists may gain eoae, sort or 
three parties constituting the popular tront hae 
agreement, ae you know tor the two lower Candidates to 
drop out in favor or the one that did the beet last 
Sunday, eo it may be that the lae t will ahow up a 
little better there. A good impression has been oreated 
already. 

I got it. 

But there's not going to be any- much more strengthening 
in the • ArrangeiDBnte made between 1'0 and 
150 - eoae thing 11lte that . 

I don' t think they'll strengthen much more, they juet 
want to get in all the t oreign exchange they oan and 

the ~~arket and the aoney situation ie ~ch 
easier already. 

It ie much easier. 

Yea . you couldn't lend. it today, it 
can keep that up, why they 
something, but I don't look tor 

to start them. !hat would 
take a long while, and people who have actually been 
frightened holding their money back, in 111 aind, until 
attar Parliament hae conTened which ie November 16th, 
and eee how things go then, eo their foreign trade 
ie still in euch jeopardy you know. 

was eo tree 
will really 

money, 
eo it they 
accomplish 

Uh-huh. 
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And baYlag to bol'l'OW troa SwU&erl.and thle 11 tUe 
uount baen1 t •41 a Ylr"f good iapreeaion, we• re bound 
to haYe eoae troub1e with ooap1ainte about high ooet 
or 1iY1ag, 1abor and eo on, eo 1t ien1 t going to be 
a.ooth eailing 71t. 

Mo, it 1 e quite a nice turn ~n direction, though. 

Oh no - no queetion about it. I round., friende down 
at t he bank - they're happier than they haTe been for 
a year. I eent you that one telegru th1e aorning and 
I sent you another at fiTe o 1 olook, Juet a whil e ago, 
giving you the later part of the day. 

Right. Why, Juet a ainute. 

l'hen I gave you 

Right 

Briage ue right up to date. 

Just a ainute. I was Juet wondering it anybody had 
any quutione on that additional and they haven't. 
Thanke Tory auoh. Hello. 

May I aek one question. 

Yea, you bet. 

I don't know whether you haTe any plane tor ae or not, 
baTe you. 

61 

He doeen 1t- he doeen 1 t know anlth1ng definite yet, 
Butterworth eaile today, and he 11 be baolt, - oh - gin 
hia the proper course - by the middle or next week, 
you eee. 

Yee. 

And a litUe later why he aay ban eoae plane tor you, 
bu~ at the a1nute, not. 

Well, I aean I Juet wanted to aake one euggeet1on. I'll 
le&Te it or oouree, in your hllnde, whether I oan or 
not, but' it you do want ae t o ooae th1e fall or et111 
I think it would be a little better before Parliaaent 
OOnTinee. 

Yee, I agree with you. 
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I •ean that no• they're going t o haTe a period ot no 
rrenoh etook. 

Well, nothing -oh happen• \IJ\t1l they etart haYing 
their party aeet1nge, doee it? 

Well, t h e)' han a party aeeting on the 28th, ot the 
Radical 8ooialiete. 

Yee 

But einoe they oame out prettr well, and have aade 
their point, I don't look t or them to do anything ver)' 
da.ngeroue. 

No, I wouldn' t think eo. ~ t hat the real-h1_ng- 1e 
when Parli ament oonvenea. 

And when Parli .. ent oonvenee, wh1oh ie the 18th ot 
NoYember, and - it you wanted ae t o come home, I 
oould oome on the 20th , there are eeveral good ehipe 
then. 

Yee, well we' ll have that in mind. 

16th or 18th - but I •ean, I leaYe that 
enti.rel )' to you. '!'he onl7 thi ng, it rou do want ae 
to come t h18 year, I think honeetly that would be t he 
beet. 

Well, I agree with you. 

It- it you don't want me to oome, I - Juet ae rou 
I&Y o 

All right, tine. 

All right . 

11e 1ll l et you know. !'l:ut.nlt rou. 

HaYe you eeen the Aabaeeador? 

No, I didn't aee him. I wae out ot town, I Juet got 
back &J"lt eo that I a1eee-i hi.• when he wae here . 

Yea. Well, you got ar long one on t he BIB. 

Yee, - yee I did . 
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Well, I 'old 70u eTer7th1ng I knew 1n tha,. 
Yee, - ex,reael7 1ntereet1ng. 

All right then, I'H wait unt1l I hear tr011 70u. Yee. 

Right. 

I'• een41ng fOU a tew aeeeagee 7et tonight. 

Good. Goodbf•· 

'lhanll: :you • Good by •• 
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P.llW'BRASI Or TZLIDIWl UOJ:Iv:ID 

FROK: Aaer1oan l:llbaaey, Parte, rranoe 

OlTE: October 13, 1937, 11 a.m. 

NO. : U33 RUSH 

FROM COOHRAJI. 

On Monday and Tuesday the French control gained a 

net total of 1, 835,000,000 franca of foreign exchange. 

Last night the stabil ization fund conta ined in gold ad 

foreign exchange 8 ,400,000,000 franos. The oontrol bad 

taken in one milli on a8Ten hundred thousand pollllds of 

s terling up to eleyen o 'clock this mor ning. 

There was a turn in the market yesterday afternoon, 

and the control in order to steady the rate bad to yield 

over three hundred thousand pounds in London and Paris. 

84 

The (omission) is not as rapid this morning as yesterday 

forenoon, but it baa been possible to move the rate eoae­

wbat in the franc 's favor. The rrenoh plan for the present 

to keep the franc between 145 and 150, gaining as muoh 

foreign exchange aa t hey oan, and t hue making franca a• ail­

able to the market at tne same time . There is considerable 

conyersion of sterling banknotel into franoe t his aorning, 

with traders auoh a1 Jorda1n taking large amounts of notes 

froe the Bank of Franoe in order to supply counter cuetoaar•' 

requests. 

I Yiaited at the Bank of rranoe and found 117 friend• 

more opUmi at1o than they baYe b1en at any t i.JIIe since the 

coming into power of the Papular rront OoYerDIIent . It is 

not 
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aot ezpeot .. tllat tho p~oMDt ., ... of 1Jlflm: of fon1p 

exobaqo Will ooDUDuo, but t.lt.tf fool illai i ho .._ defeat 

of the Oo-1eil 011 llllldaf clOipUe ihe lath~' 1 Yiso~oua 

campaisa ie of ooDe1cl~able help io ihe ge~al outlook. 

lly tr lellcle f ool tllai 11: 11 ei111 a uc.lt. too earl r i o •k• 

any epeo1f1o foreoaete oa ihe outco ... 

•n.eo•. 
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~rcrrtary of StatE 

'11al:h'ington . 

1436 , OctobEr 13, 4 p . m. 

PROll COCHRAN, 

GRAY 

Pari a 

DatEd Oct obEr 13, 1937 

Rtc 1d 4:43 P• m, 

harkEt obstrvEr rEports t hat whilE FrEnch control 

apoarEntly did wEll acquir ing stErling this morning, 

dEaling has bEEn much l Es s ac tivE than yEstErday and th£ 

franc has this aft Ernoon l ost quitE a bit of t hia morn­

ing 's gain, wi t h thE control again obligEd, a s yEstErday 

aftErnoon, to giv£ somE pounds to stEady thE movEmEnt, 

cnris ~rican bank which had control's or dEr to purchase 

d·llars today at Emtd to bE doing little business . FrEnch 

r cntcs bEttEr ; day t o day monEy atmost unlEndabl£ and 

internati onal atmosphere b EttEr although rumors in r Egar d 

to ~cmstcrdam bargaining conti nuE to circulatE, SomE 

obsErvErs think prEsEnt wavE of franc purchasing is r e­

CEding and may atop aftEr nExt Sunday ' s run- off ElEctions 

whEn ExtrEmE Lt ft candidat Es ar E quitE surE to makE mort 

ga1ns if Popular Front arran~EmEnt is faithfully carr i Ed 

out 

es 
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RB - 2- tlo , 1436 , Oct obEr 13, 4 p , 111 , f r om Parill 

out which rEquirEs that thE onE of thEir thrEE candidatEs 

who did bEat on thE fir st ballot (but not Enough to win} 

will bE givEn thE support of thE othEr t wo on . t hE sEcond 

ballot , 

SI.'S 

NPL 

WILSON 
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I'IID&RAL lltJI:NIItVIE 8ANJC 

01' NEW YOftl( 

CORRESPONDENCE DAT"' IGMM u. )"'• 
SUBJIICT• TP ... t>+t 'IPJlW WITH 

I ealle4 llr. Cutpel d 10111 '"-7• I nture4 M h1a 

oablt ot thil =1'111111 edft111.111 •• of \ho neelp' of l'dher •'lt.-...lal 

dollar p~c•• tor h1a ou •• •• ........... 1fT pl•an M h1a .._ 

1111 "14111U7 •aeo .. e4 lJl tMt .. M h11 tenlp nahMIO -llf .. a. 

Cal'illlel repll .. Uld alaae ~ ..... ,.,.,of U.. 1IMIIr ba W ._o Tel')' 

~ - ·-

well, bulJII r.,aia ... alaM l&ft laWrMT, ._, ll/11rUU• ~~~ 

10rth ot torelp ~eio1. lo apnaa .. Ula ..._b, \11M Ulll Wlr 

llllt, .. ttl tlloqb .. ~ __ , u ...... to ba't'l ........... ... 

\ben ahort oo .... rlaa •4 tfta4 ~• bo •• a'lt.-la'elT nH ~ n _. 

\be becS••1nl of -• npdriaU• of r..a wtaldl ll!pt well !aft, 

prort4td the aeoa4 balle' a.a .... did =' rwene the uet of 

\be tint oee. !he ..._ ... wen, bo eM.., Uld •• .....,b U ~ 

be 11ot quite •• aeo« u Ule tlrK •o, aw...,elu•, • tho 111Mlo1 t• 

I llllllllnt a.oer M _. -'1atle4 u.- Ulo WT w w ...._ 

ha411Dc bia 4a14 ..... , "'11"•'•''11 tbd w W ,., .v ""''II nte 

rather bi&b, f•"•l tba' tbo ..S-' 1111•14 nMia ter traea l'dber 

\ban aue PD'Obaaol -.o ...... .-. : '•I Ulo ri* of ~ o~ 

ltoppillc the ...... _..._,. Carl.pel ~ell ~· be _. uUNIT 
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JDIJrl Hello 

Oot.ober 14, 183? . 
t:H a.•. 
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Operator : Gol'emor Jb'ere - Go ahead. 

HIJr: 
•• Jl1trl 

IUIJr: 

»: 
JDIJr: 

»: 
HIIJr: 

1&: 

HUJr: 

»: 
HIIJr: 

»: 
lD&Jr: 

U: 

HIIJr : 

K: 

HliJr: 

Hello 

Hello, HenJ'7. 

W1ll1U - llr. Wallace 11 oo•1Da oftr here at three o'olook 
to 1&7 h11 agr1oultural proble•• 1n ~ lap - I alao1t 
1a1d our lap, 1t 11 not qu1te that tat - and I aaked ht. 
it he ha4 anT objeo~ionl t o 7our betng here, and with 
an enthueiaet1o anew1r, wh1oh could hal'e been out w1th 
an i ce p1ok, he ea1d 7ee . - Hello 

Yea 

So 1t 70u 1d pleaee be here at three . 

It he haa an obJ ection. 

What - hello. 

Yea, you aa1d you aeked h i • 1t he ha4 any objection, 
and he aaid yea. 

Well, he aa1d no. 

( l aupe) 

And 1t you 'd be here to help ••• 1t you don 't •1nd. 

All r16ht. 

I 1 d like 1t you could a tart 1n on thh th1ng now an4 
eit through wi t h ae to help •e out on th1e th1ng. 

I ' ll do ~ beet . 

0. 1 . , beoauee- you know the picture-

Yee, we'"'' Juet sot to do th1e , and that 11 - eoaehow 
prel'ent peopl e o•er ther e t ro• bl•• 'ns rara Credit tor 
what I do • . See what I Man . 

Well, th1e 11 .uch better. I'll ear th11 •uch t or 
HanJ"7, I ' n ha4 a lot ot talk• w1th ht. and K1111'7 nenr 
so11 around behind your baok and talk• to nnapaper .. n 
or aoea1p ooluan1ete. 
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II: 

JOLJr: 

M: 

HMJr: 

li: 

HMJr: 

II: 

( HMJr: 

II: 

JDIJr: 

II: 

HIIJr: 

II: 

fOUr: 

II: 

HKJr: 

II: 

HW'r: 

( 

- a-
y .. 

He doean't do that. 

Yea. 

And it'• ~ch better to ha~e it out here, end -

Well, I ~ee. 

And I waan't - beaidee gettina the benefit ot 70ur 
a4~ioe, it'e aoat 1aportant that it the Prea14tnt 
hae no prooeee1ng tax and no aubeid7, then it'• aoat 
iaportant that Farm Credit be prepared to oarTJ a 
good ahare ot the loena. And ~, how oan I talk 
about ~ioulture without Farm Ored1t eitt1na in. 

90 

Well, it ought to be, Henr7, it 1 a proper - end I'll be 
delighted to be there. 

Yea, and - well, that'• that. All right, Bill. 

How are 70u teelina? 

Oh, I '• tine. 

Good 

F1ne. 

I eee 10U got 70ur w1Bhel - a epeo1al aeiBiOD. 

Oh 7ea. - Well -

It can't be helped . 

He ~~ade up tor it on the budget. 

Did het 

Yee. 
I '• going to tell Dannr Bell - now'e the u .. to do a 
little &harp trad1n8 on eoae other oornere. 

Well, we're ee~ing notioe on oommod1t7 credit, that it 
the7 want aD1 aone1 - 1t 70u ae a director will ee~• 
notioe now thB1've got to either go to the aarkete or 
the banke - no more 110ne1 out ot the Treawrr. 

I eee . Well, I hope the7 don't go to t he aarket, Juet 
where we have a debenture iaeue. 
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HMJr: 

M: 

HMJr: 
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Well, 70u1 re a D1reotor , a1n 1 t 70u? 

Yee , but what doee ~t aaount to, when Henry Wallace 
and -

Well, I'• eend1Jl6 all the d1reotore ot oo .. od1t;r ored1t 
a tormal letter eer...1ng not.1oe on thea. 

Yee. Al.l r1gbt. 

It oo1111041t;r ored1t 1e go1Jl6 to take a t1ft;r to a hundred 
a1ll1on dollAr lou, I want the publ1o to !mow 1t. 

Yee. 

And not. .ba't'e 1t. oo't'ered liP out. ot tunde wh1ch ere pa1d 
baok t.o thea troa other loane. 

Yea. 

It.'• got. t.o et.and out.- etand on 1te own teet.. 

Yee. 

I '• 't'ery, 't'ery auch 1n eerneet. on 1t. 

I thlnk ;rou 1re r1gbt. 

And then 1t the;r want to - lt t.he;r take t1tt;r to a hundred 
a1ll1on dollar lo .. , let. thea go t.o Congreee and talte 1t 
up, 1t.'e Juet another tora ot eube1d;r. I'• not going to 
.ba•e any 1ntereet. 

M: Yee. 0.1. Henry, I'll be there. Three o 1oloolt today. 

HJUr: Right.. 
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GROUP IIU.TING October 1..4, 1937 
9:)0 a . CI. 

Present: 

11 . 11. Jr: 

Lochhead : 

H.M. Jr: 

Taylor: 

Gaston: 

H. L! .Jr: 

Kieley: 

I! .M.Jr: 

llagill: 

B. !.! . Jr: 

llagill : 

B. ll. J r: 

Oliphant: 

R. ll . Jr: 

llr. Taylor 
J.lr . Magill 
!llr. Gaston 
l.lr. Lochhead 
!lr . Baas 
lh' • llcReynolds 
llr . Oliphant 
llr . Riefler 
Or . Viner 

"here are the prof essors? 

I haven' t seen them this morning. 

What, no professors? 

We had one here yesterday . 

Riefler was here yesterday. 

(To Kieley) l'lhere are my professors? 

I ' ve got to work on that . 

All right. 

These professor s are kept men, i nstead of independent 
spi r i ts . 

George, take that chart back. 
next month, bring it up to me. 

Nhen you have the 
Keep it up-to-date. 

~ do you give oe this, Ros? I mean is this anything 
different? 

I told you I'd give you ony with percentaf es on the 
bottom. You nave one that s the same; it s i dentical, 
except it hasn't this . 

Hello, Berman. 

Good morning. 

Bow are you? 

(Oliph&nt comes in) 
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Oliphant: 

R.M.Jr: 

Oliphant; 

H.M. Jr: 

Taylor: 

B.M.Jr: 

Haas : 

H.M. Jr: 

Gaston: 

H. IJ. Jr: 

Gaston: 

B.M.Jr : 

Taylor: 

Gaston: 

B.M.Jr: 

-2-

Fine . 

You don ' t look it . What? 

Fine . 

I want some advice . I don't know Just how to handle 
this thing . Wallace is coming over here at three 
o'clock this afternoon to talk about his problems . 
I know I want Taylor . I was going to ask mY pro­
fessors whether they wanted to come. I don' t think 
we ' d better bring Viner and Riefler in on this . It 
isn't particularly their field , is it? 

Wait till we see bow it goes . 

Yes. 

George, you know something about agriculture? 

I used to. 

Yes, you better sit in. 

S3 

Now, what I thought I ' d do, unless you people thougllt 
it was tactless - I'd call up Wallace and ask him if 
it was agreeable to have Bill ~yers here . This i s a 
question of agr iculture and finance. Bill is HYing 
with this thing every single minute; we 1 re not. What 
do you fellows say? 

I think it ' s a good idea. I think he ought to get 
used to the idea. 

In other wordsL I 1ll have Bill as my adviser on 
agriculture . vo you think it 1 s tactless? 

No, I don ' t. 

(On phone) Secretary Wallace, and if he ' s not there, 
Mr. Appleby , please. 

Bill wi ll be back this morning, won ' t he? 

Be ' s back, yes; I came down with him. 

Well, I just felt - then this brings up this CoJUodity 
Credit •. 
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Taylor: 

B.IJ. Jr: 

Gaston: 

B .~.Jr: 

Haas: 

' H. :.t . Jr : 

( Taylor : 

H.U.Jr: 

Taylor : 

H. ll.Jr: 

-3-

Ties in tbere witb your e ver-noraal granary, whatever 
it aay be. 

Tbis whole business - Bill is living witb it; we ' re 
so terribly abort-banded . To make a study or agri­
c ulture - it' s somethilli you•ve got to have tbe teel 
or. Bill baa tbe tarm organizations and Dia friends 
and all that . And he ' s got tbe - and he' s got - be 
knows our problems; I don't want to say be's got the 
Treasury Viewpoint, but at least be knows what tbe 
problems are. 

I think it' s a good precedent to set. 

You see, Wallac., is ..£_OIIIilli up with a couple fellows . 

Isn' t Bill a Director of that Commodity Credit? 

Now, Talley is down as President. Now, i s Talley 
around? 

No, Talley i s really out of circulation. 

When I write a letter to Commodity Credit, to whom 
do I write i t, and wher e i s that letter? 

Dan ba~ it. 

(On phone) Bello . (Conversation with Wallace 
follows: 
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11.11. Jr: Hello. 

Operator: 8eoreta.ry Wallace . 

11.11.Jr: Who? 

o: Go ahead. 

11.11.Jr: Hello, Henry . 
Secretary 
Wallace: Good 80rn1ng. 

R.ll.Jr: How are you? 

J : Fine. 

October 1•, 1~?. 
9::115 a ••• 

R.ll .Jr: Henry, 1t 1t 1 1 agreeable to you, I'd like to 1nY1te 
B1ll Myera to ooae here th11 afternoon at three, to 

1: 

1 H.M. Jr: 

J: 

K.M.Jr : 

help •!!· 

HaYe you any obJeot1ona? 

I th1nk B1ll 1a t1ne . 

Thank you. lll r1gh t, we 111 be ready . Goodbye. 
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Most enthusiastic - uh ubi 

(Viner and Riefler come in) 

I just talked to Henry Wallace. He ' s coming over 
at three to put his problems in my lap, and I was 
asking the crowd, my professors being late for class -
and we 1re not like Woodrow Wilson; we start on time -
a nd I called up Henry Wallace to ask him 1f he had any 
ob jections to Bill Myers sitting here, and I said you 
could have cut his answer with an ice pick. But they 
all think it ' s good to have Bill Myers sit in. I mean 
this whole agricultural problem - Wallace just doesn't 
kno• where he's going. I mean we ' re talking here in 
the room. He hasn't got the foggiest notion. And the 
President has l aid down rules which Wallace says he 
can't live up to; that the President, as he said in 
his speech, wants to let up on subsidies, be doesn't 
want Bill to have a processing tax - I mean Wallace . 
Wallace says to the President, "We'll take up a new 
one and it won ' t cost the Treasury anything ." So 
Wallace is •• •• •• 

(On phone) Bello . (Conversation with Governor 
Myers follows : ) 
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au 
H.II.Jr: 

14: 

H.M.Jr: 

Hello 

Gonrnor lllyere - Go ahead. 

Hello 

Hello, Henry. 

October 1•, 1~7. 
9:38 •••• 
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Williaa - llr. Wallace ie ooa1ng oYer here at three o' oldiDit 
to la7 hie agriou1 tural probleae in 111 lap - I alaoet 
Mid our lap, it1 e not quite that tat- and I aelted h1a 
it he had any objection• to 70ur being her~, and with 
an enthudaet1c anner, which could han been cut with 
an ice piolt, he eaid 7ea . - Hello 

Yea 

8o 1t JOU 1 d plea•• be here at three . 

It he hae an objection. 

What - bello. 

Yee, you eaid 7011 aelted h.ill it he had any objection, 
and he eaid 7ee. 

Well, be said no, 

(laugba) 

And it 70111 d be here to help ae, it you don't aind. 

All right. 

I'd like it 7011 could etart in on tb1e thing now and 
a1 t through w1 th ae to help oae out on thU thing. 

I ' ll do oay beat. 

O. lt., becauee - :rou know the picture -

Yea, we'•e juet got to do th1e, and that il - eooaehow 
preYent people oYer there tro• blaa1ng rarm Credit tor 
what I do. See What I aean. 

Well, th1e ie 11110b better. I 111 N7 th1e 11110h tor 
Henry, I 1 Ye had a lot ot tallte with hill and Henr:r neYer 
goee around behind 70ur baolt and talltl to newepaper an 
or goeeip coluaaiete. 
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Yea 

He doesn't do that . 

Yea 

And it'• much better to ha~• it out here, and-

Well, I agree. 

And I wasn't- beeidee getting the benet1t ot your 
ad~ioe, 1t 1 e moat important that 1t the President 
hae no prooeeeing tax and no eubeidy, then i t 1 e meet 
important that rarm Credit be prepared t o o.rry a 
good ehare ot the loan e. And ai\Tway, how oan I tali 
about agriculture without rarm Credit eitt1ng 1n. 
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Well, it ought to be , Henry, it' e proper- and I' ll be 
delighted to be there. 

Yea, and- well, thet'e that. All right, Bill. 

How are you teeling7 

Oh, I ' m tine. 

Good 

Fine. 

I eee you got your wiehee - a epeoial eeeeion. 

Oh yea. - Well -

It can't be helped. 

He made up tor it on the budget. 

Did he? 

Yee . 
I'm going to tell Danny Bell- now' e the time to do a 
little eharp trading on eome other corners. 

Well, we 1 re eerdng notice on commodity oredi t, that it 
they want &1\T money - 1t you ae a director will eeMe 
notioe now they '~• got to either go to the market• or 
the bankl - no more money out ot the Treaaury . 

I ••• · Well, I hOpe they don't go to the market, Juet 
where we h&~• a debenture ieeue. 
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Well, you're a D1reot or, a.in't you? 

Yes, but what does that aaount to, when Henry Wallaoe 
and-

Well, I'm eend1ng all the direot ore ot commodity credit 
a formal letter eerv1ng notice on t hem. 

lee . All right. 
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It commodity credit ie going to take a t1tty to a hundred 
million doller lose, I want the public to know 1t. 

Yes. 
And not have 1t covered up out ot tunde whloh are paid 
back to t hem from other loans. 

Yee . 

It's got to stand out- stand on 1ts own teet . 

Yes. 

I'll very, very much 1n earnest on 1t . 

I think you're right. 
And then it they want to - 1t they take t1tty to a hundred 
m1111on doller lose, l et them go to Congress and take 1t 
up, 1t'e Just another torm ot subsidy . I'• not going to 
have any 1ntereet . 
Yee. O.K . Henry , I'll be there. Three o'clock today . 

Right. 

-
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Now, one other - so I get my day fixed up - Georgie, 
where are you on your speech? 

Well , we've got a - we call it e preliminary draft. 

'II ell, hang on to it. All right . 

It should b e underscored " preliminary" too. 

~11 right. Now, if you - one - two - three 
gentlemen (Riefler, Viner, and Taylor ) are fr ee 
for lunch- three and two, five of you. I ' ll 
Just confirm .• •• •• 

(On pho~ • sk Yrs . Klotz whether she had. a~ 
confirmation on Yr . Douglas coming here for lunch. 
S. E. C. He is coming . One o ' clock . 
All right, tell Dowling there will be five of us 
for lunch. Tell Yrs. Klotz . 

Dougl as - Just philosophical. Nothing to do with 
t axes, so - I mean no "hot" money . I want him to 
talk, want t o give him 11 chance to talk, - listen. 
So the t' s that • 

Now, the other thing is - you haven ' t had a chance 
to go to school with Archie, Jake . You (Riefler) 
have . I think if you take some time this morning, 
and then I thought a t ll o'clock if George would 
come in and read what he 's written - do you fellows 
want to hear it? For November 10? 

(llods yes) 

Are you (Viner) interested? 

I'd much r a ther read it myself . 

Why not save time? 
at ll o ' clock, see? 

All right . 

George, you come in, 11nd Herbert, 
What? 

Let's hold it up f or a while . Let me see wha t it looks 
like before we put it in circulation. Bow' s that? 

O.K. 
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Who's working with you on it? 

Larry. I asked White to think about it somewhat, 
so that - I think we ' ll need a fresh mind in here, 
several fresh minds, because I have run out of fresh 
ideas . It' s good in places; other places i t ' s a 
little soft. 

l'lell , , you and Larry be in here at 11, and Herbert, 
see? I'm just trying to plan my day . 

!low, L!cReynolds? 

I have nothing . 

What? 

I have nothing that needs to be taken up. I bad a 
report from Craves l ast thing last night . 

Pardon me? 

He ' s working very hard and very feverishly on that 
problem down there. Passed some mi lest ones . Said 
be was going to go back to the field l as t night, to 
talk to some of the Revenue boys , toward eli mination 
of some of the routi ne here . 

You' re talking about the ••..• • 

Processing tax. 

Processing t ax? 

I don't mean processing tax. I mean Soci al Security 
tax. 
The other boys are working steadily on the income 
t ax . Be ' s had to d evot e most of his time to the 
Soci al Security stuff so f ar . Hopes t o get out of the 
woods on that this week. 

Anything - wel l, you know I 1m ready - I mean any ti.me 
you (Kagill) and Graves and VcReynolds want to s ee me . 

Well, I d on't think there i s aeything to see you about 
t his week pr obably. 
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Nothing . There is no stoppage . We may get do.m 
to the point where we•ve got to make the boys do 
something instead of talk about it. But I'm not 
certain that they won ' t come through without any 
pressure . 

' May I ask a question, I nternal Revenue question? 

Why not? 

There 1 s a hearing today on the Ochs estate in 
Internal Revenue - a very nice little valuation 
problem. Does any e conomi s t sit in on t hose 
valuation problems? 

No . 
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They' ve got an economist on t heir side, end he ' s a 
good one. It ' s a ticklish question . I ' d say in all 
t hose valua tion cases of an unusual sort ther e ought 
to be an economi s t i n Internal Revenue who specializes 
in i t and l earns the stuff . 

Who 's the estate? 

Ochs -New York t imes . It's a privately held security 
a nd you have to va lue it, end it' s a legal question, 
but it is also very much of an economic question. 

Nhom do t hey have? 

~hcy •ve got David Friday, and he 's an expert on 
va~ua tion . You s ee, I met Friday on t he train. 
He was on t he way her e going to this case . Be said, 
"What economist am I going to f ace?" 

When you go out, why don• t you drop in and have a 
talk with llag111 on it? 

Well , tha t ' s all I have t o s ay. 

But you have said this before. 

I haven 't thought ••••• 

You have said t his before, that you should on va luation 
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matters - you brought that whole question up 
before, Just what you are saying now, and nothing 
has happened. You brought that up over a year aso. 
What was the one? Well, anyway - do you (Kag111) 
recognize the University of Chicago under these 
circumstances? 

Bring a man in esp~cially on it for your side. 
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lie went all over that situation back in 1933 and 1934, 
and I th1nlt you are quite right. 

Look, take him into your room and take him apart, 
will you? I think be's right, because he's said 
this thing now for some time . I remember when 
Ear l Bailie was here pe used to talk about valuation. 

That's right. That's in 193J. 

And it wasn ' t satisfactory taen. He used to worry 
about it. 

~ell, there is a very long story there, the substance 

of which is, wha t is the basis for valuation anyway? 
Earl's theory as to how securities should be valued 
and Jake's would differ very greatly from the theories 

which these men would think should be applied 1n t he 

Bureau. 

Well, you t ake him out afterward, will you? 

Sure. 

Anything else? 

(Nods no) 

I might say the hearing stage is not a critical stage 
of it . Our boys go to work on i t after the hearing . 

Let him talk to both of you. 

But you may lose out too . 

One, two, three, four professors today . Pretty good . 

You f our professors get together and talk about it. 

Regraded Unclassified



. . 

llagill: 

H. lo! .Jr: 

Baas : 

e .ll.Jr: 

Riefler: 

Taylor: 

B. :.!.Jr: 

Taylor: 

c H. I.! .Jr: 

llcR: 

Taylor: 

B. :.!.Jr: 

Haas: 

B. 'L Jr: 

Baas: 

R. ll.Jr: 

Baas: 

-9-

Isn' t George counted a professor? 

A k.ind of a one. 

Depends on the c.ircumstanoes . 

But Jake, will you spend - from my standpoint and 
the Treasury standpoint, the most i .mportant tiling 
you can do is see these tremendous big sweeps wh.ich 
are tak.ing place. If you bave a few minutes, we ' ll 
t alk about it. 

(Nods nothing) 

(Nods nothing) 

~ho ' s got that Commodity Credit letter? 

Dan was to write it . He said he ' d have it ready . 

Look that up, will you (McReynolds) - letter from 
Jesse Jones and me on Commodity Credi t. 

Yes. 

I still want to rgue on it before you sign it. 

All right, you'll get a chance . 

George? 

I've got the - some informa tion, best we could get, 
on that automobile question. 
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Well, the steel thing today - release - they give Just 
when these people are going to start working. 

Uh-huh. 

I wonder if you ' d get those steel r eJ.eases - "The 
Iron Age.• They give it - Just when Ford is going 
to start, end the whole business. 

I haven't checked it w.ith what we got. I didn't see 
that. That's t his morning ' s paper. 
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Yes. And if you don't mind, the one t hat you gave 

me on the weekly business figures - that wasn ' t a 

good memorandum . 

It was too long . 
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And it said - now, General ~lectric and Westinghouse, 

so mucb, but Westinghouse i s a montb old; General 

Electric we get weekly. And then they give me two 

figures for the month previous, not giving me the 
most recent General El ectric . 

The General hlectric was one of the wires we didn't 
get an answer on . 

It wasn't a good memorandum. I t was so hasty . 

That ' s right . "id it Saturday afte.rnoon; thought I 

could use it Sunday . 

I mean i f you don't mind. 

The bottom of the fir s t paragraph is the date, the 2Jd . 

This checks with this Iron
0

Age r elease. 
more carefull y . What else • 

That' s all I •ve got. 

All right. 

I ' 11 reed it 

Now, on the draft of your s peech- oh, we' re going 

t o .... 

We ' l l read it first, s ee how far along we are. Let ' s 

do it first . 

Yes, yes . 

Jlow, you 're not going to f all down on me this week 
on thos e J apanese imports and exports, beginning 

llonday? 

Oh, Barry's talked to me about it and he ' s drivi.ng 

ahead. I think he'll have it . 

Tell him I was disappointed I d ido' t get 1 t this week . 
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Conference at 10: 30, I suppose . 

Sorry I wasn't in when you called l ast ni ght. But 
I was glad to hear the t hing went well. 

Just called up to tell you . The President got up, 
had nothing written down, and he sai d, •Kr. 
Worgenthau says that I am - gives me credit for 
being the architect of this building . " Be says, 
"After it is finished, if you people like it, why, 
I was toe architect . If you don't like it, I had 
nothi.ng to do with it . " 

The paper bad it pretty thoroughly - one of i ts 
columns . 
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He 's definitely announcing Tuesday the winding up 
of Public Works and R. f.C ., publishing the list of 
app\oved projects . If you ' re not on tha t list, you 
can t get a loan. And if any cancellati on comes in, 
we get the money. You can' t ask for aeything more 
than that . 

I did tell him that I expected t hings to get steadily 
worse until January. ne s ai d that checked with his 
talking to t h e f ellow a t the corner s tore and his 
automobile dea ler, etc. Be said, "That just checks 
with my own priva te opinion. • 

I hope we're both wrong. 

And incidentally, the very confidential preliminary 
for September on Federa l Reserve (index) is ll2. You 
bad them down for 113, so you're not very fa r off, 
But Goldenweiser says 112 for September, which isn•t 
so bad .. 

No, no . 

What? 
No, no. Just about r unning in line with his conversa­
tion the other day . 
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Yes . So I feel very •uch bucked up. 
thing , as far as I 1 m concerned, is to 
If I keep my health, I ' m a~l r ight. 

Now the Pin 
keep my health. 

Agriculture is still the soft spot in t his ' 39 

budget p$.cture . If the President would agree to 

250 as an annual program for agr!cultur~, end get 

down to that ••••• 

I looked Henry Wallace in the eye and - in Cabinet, 

and said, 8 Henry, you ' re the biggest problem Treasury's 

got. " The worst problem - nl{ou1re the worst problem 

the Treasury ' s got." 

Of course, t hese. figures - the President knows them 

and Wallace knows them and the Federal Reserve knows 

them. The deficit on the calendar basis for ' 37 is 

only so far, for nine months, out of pocket - I mean 

if the cash is in this drawer and the spending is in 

this drawer - nothing to do with the budge t - we are 

out of pocket 288 million dollars for nine months, on 

a nine months' basis. And on the fiscal year basis 

for ' 37' we are out of pocket two bill ion, 350 million, 

and the estimate tor '38 is Lbout 600 million. 

Net deficit spendir~ . 

That ' s on a budget basis or cash? 

No, c ash basis . And I say the f act that we ' re going 

ahead above last year, not•Ri thstanding t hll t this - that 

is very encouraging . 

What else, Herbert? 

I haven' t anything more . 

!.!r . Oliphant? 

Has that Commodity Credit plan been checked through 

to see if it is legally feasible? 

That ' s one of the things I 1 ve got on my mind, Berman. 

Well , will you do that for me? 

If I can get a copy of it . 
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Well, my administrative assistant - his name is 
~cReyn6lds - and if you (WcR) will send a letter 
in to Wr. Oliphant and if I can have an answer at 
this time tomorrow morning - it isn't rushing you 
too muon, what? 

Yes, we started to work on it yesterday . 

Didn't I call you up on that? 

That ' s on the merger. 
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Oh. I tried to get you lest night to t alk about 
this thing, but you were out; but I called you Just 
on that line, Just what I ' m trying to do with 
Commodity Credit: go in the open market or the 
banks . Jesse thinks they've got two sources, the 
open market or the banks. 

I 1ll Just check it to be sure. 

They did something like that on cotton this year. 

They ' ve already done it twice, using both methods. 

Are you familiar with it? 

I think so . 

llby don't you and Berman get together and give me 
an answer by tomorrow o:~orning? 

That ' s what I'd like to do, Berman. 

Will you definitely? 

It opens up a whole field about the authority of the 
Treasury. I don't want you to get out on a limb and 
say people can' t do things, you see, or shouldn't do 
thi~ ~nen they've got authori ty from Congress to do 
it. 

I wasn' t going to work it tlul t way. I was simply -
the way I wanted to do it - "WY dear Jesse: Confirming 
my conversation with you over the telephone of yesterday, 
before ~ommodity Credit makes eny more commitments or 
borrows any more money through the R. F. C. and the 
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Treasury, I 1d like a chance to talk the thing over 
with you and Henry Wallace." Now that's the kind 
of letter I want to write, see? ~ow, I don• t need 
a legal opinion on tha t . 

Oh no . 

Oh no . 

You (reporter) look up the telephone conversation 
that I had with Yr. Jones two ni ghts ago just on 
that, and I want to write a letter confirming it . 
And he 's - Jesse s ai d he ' s going away and he bad no 
intention· of doing anything until he got back . I Just 
want a l etter confirming. Then I thought I ' d send a 
copy of my letter to Jones to each of the Directors of 
Commodity Credit - say "My dear Professor llyers: I am 
sending you a copy of my letter - I am sending - I 
am addressing you a s a Director in Commodity Credit 
and sendi ng you a copy or my letter to llr. Jones in 
order to keep you informed or the Treasury's a ttitude." 

Now, no one could object to that . 

No , not that. It's not as f ar along as that, of 
cour se. 

I told Jesse and he sai d , "I ' m going away for a week 
and wbil.e I'm gone nothing will happen. " I mean 
they ' ve got to do i t , see? 

Well, t his i s • • •• 

It was corn that brought the thing to a head . 

Cover cotton and corn and everything . 

Everything. 

Tha t's the phase of it I ' d like to •• • • 

When you come in • • .•• You (reporter ) get right 
out that lett er, see, as L gave it, to Mr . Jones, and 
give a copy to Mr . Taylor and llr . Oliphant ; then give me 
a copy of my conversation with ur . J ones over the tele-

phone. 
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Is there something , some other letter that Danny had? 

Dan's writing a letter to Jesse covering this conver­
sation and saying no more l oans, no more advances from 
the Treasury, and so on. That's the part t hat I'm a 
l ittle worried about, I t hink for the same reason that 
you (Oliphant) are . 

I'm not IYOrried about i t , but •••.• 

I t hink we want to have a damn good look a t that 
befor e we put anything down on paper about it . 

I may get licked on thi s stopping Public Works and 
R. F. C. I mean we 're putting it down and sendi ng it 
up to the President for his confirmati on. Be agr eed 
to it verbally twice, but until it' s 1n the papers 
I'm a little uneasy about it . It ' s to be released 
Monday night, but when I see it in the papers I'll 
believe it . Not t hat he'll back up, but that either 
I ckes or Jones will g et - but Jones is out of t own 
and Ickes - unless he ' s l y ing , and I don ' t think he's 
t hat kind, he wants t o balance the budget. 

What else? 

That' s all. 

It•s an interesting t hing to go back again and - as 
we are beginning to do this thing, that the President 
reacts, "Don't let' s prime the pump, don't let ' s s t art 
a new agency, don ' t let ' s do this; let's get at this 
thing, but let private industry do it ." I mean the 
thing that I wa s f earful of - Eccles or Wallllce should 
get him to do something quickly, see? All r ight? 

(Nods yes) 

Some time ago the Presi dent made sooe inquiry with 
respect to the exempt status of the Chemical Foundation, 
and that ' s been looked into, and t he Bureau has come 
to the conclusion, after doing a lot of reading of the 
Chemical Founda t ion books, which apparently they didn't 
want t o do at all •... 

Who didn ' t want to do? 
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The Bureau. They finally got around to r eading these 
books after considerable pressure . They now come to 
the conclusion that these books, or one of them in 
parti cular , published by one Geor ge Peek, whom you 
may have heard of, is cleur1y propaganda upon subjects 
not appropriate to the purposes of the Foundation, and 
having analyzed this situation as to t hese books, they 
conclude tha t the Foundation is not entitled to 
exemption as a scientific and e ducational organization, 
and accordingly wish to Jevoke the Bureau ruling of 
February 28, 19JO, t o the effect that it is . 

That isn' t the worst of their publications . The 
American Poli tical Economy ser ies of pamphlets are 
much worse than Peek's book. 

••hat ' s t ha t , •America Self-cont.ained~? 

Jl.merican Political Economy - red, white, and blue . 
•The Deserted Village" or •America Str ikes Back. " 
It ' s the American Tariff League under another guise. 

Who ' s writi ng it, Crowther? 

They have a few people tha t write for them - Samuel 
Crowther - and it ' s stolen money, too , that they ' re 
operating on. 

WOnt's the name of t he one of George Peek' s? 

"Wb.Y l;juit Our Own?" 

That's a book -tha t was a book for sale. 

~hy couldn ' t the St eel Institute or the Association 
of Bedding Manufacturers get exemption on the same 
basis? 
'llhat they apparently did was to pay $22,~00 in con­
necti on with this book, •Why Quit Our Olm?" 

If you don't mind, I ' d like t o take a lit tle time to 
go over this with you myself , 1f I may . 

I think we should. 
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And while today is booked pretty solid ••• • 

I don 't know that you have to do it today . 

I •ll put you down tomorrow for 10: 15 and give you 
an hour tomorrow. 

All right . 

112 

The other is a mat t er of information that I think 
t he group may be interested in. Her b Gaston came 
to me the other day with the proposition from Mr. 
Ea t on, I believe , of the .1aley-Baton Service, that 

- _ ""the reason why the security market was going to the 
dogs was not on account of t he capital gains t ax or 

H. LJ:o: 

on account of t he S. B.C., but on account of the 
l oophole bill which we put through l as t summer; that 
domestic and f oreign personal holding companies were -
quote - liquida ting - end quote - and tha t was the 
rea son for the ma rket decline . 

Well, we have gone into t tw t very car efully from the 
l ega l point of view. While unquestionably these 
corporations are liquidating, they are not, I feel 
quite sure, selling securities on t he market, because 
it would be very much to t heir legal disadvant age to 
do so, and I think it is practicall y incredible that 
tha t is happening . 

//ell, a s I told the President yesterday - I said , 
"Any fellow t ha t tries to keep his eye on Roosevelt 
and the stock market at the same time gets cross-eyed . " 
hnd you just can't do it. 

And - well, just t o show you - now, this isn' t nearsay . 
This I know. I •m not going to mention any names . 
Tuesday night a very prom1nent, respectable banker 
called up and asked whether l could talk to him 
Wednesday morning. I said if he ' d call me at ten 
o ' clock 1 could. He gives me this t alk tha t I mustn ' t 
do anything in the speech t o hurt Roosevelt, and the 
country is just on the brink of disaster - very 
quietly, very for cefully - "and for Heaven ' s sake 
say nothing in this s peech tha t will in any way hurt 
business• end so on . 

Last night 1 talked to Ur. Bull end he sai d, "I just 
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thought you' d like to know that on Tuesday night" -

he mentioned the name of a very prominent banker, 

and these two people happen to be great personal 

friends - Bull said he called up, a friend of his, 

and word for word told lfr . Hull the same thing that 

this fellow told me who called me Tuesday night, and 

gave -but word for word about the President' s speech. 

I mean 1 t' s ••• • • 

And I want to s ay to you gentlemen tbat I ' m not par­

ticularly worried, I don not think we are on the verge 

of a collapse inside of tbis country or outside . I 

think - you people can cbeck it - I think particularly 

wha t ' s going on in the international monetary field 

from our standpoint is most encouraging . There aren•t 

three or four , half a dozen men in the United States 

who know what's going on: the f act that we1 ve kept 

our external dollar absolutely stable notwithstanding 

thede tremendous snifts of funds; we've been able to 

keep - the bond market of its own accord has kept 

steady . I don't see anything comparable to the situa­

tion taa t we have ever had before. I think the controls 

we •ve got are working, have stood up under terrific 

strain. And I t hink tha t business will continue to 

go down - it may not turn - continue to go down at 

least until J anuary , maybe longer, and • ••• But I think 

the thing has got to be wa tcbed very, very closely. 

I think these people a re - first , that t hey've lost 

a l ot of money, which a l ways hurts, and which warps 

their judgment; and then, I think they just don' t want 

the Government to go ahead with its reform measures. 

Now - and they ' ll do anything that they can to stop 

Roosevelt from goi~ ahead with his reforms. Now, be ' s 

made up his mind he s going to go ahead with the wages 

and hours, going to go ahead with crop control; and 

I •ve come to the - ~ own conclusion, that I don't think 

either of them are very r adical. Looking over two or 

three years, I think we've got to have tnem; we •ve got 

to have a minimum number of hours we work - I mean a 

maximum - I mean a level on the number of maximum hours 

we work and I think we've got to have a bottom as to 

the number of dollars we pay a person per week. Now, 

that ' s all be bas in mind. And tbese fellows are just 

doing everything they can - come pretty near to a 

sitdown strike . But I think there ' s nothing we can 
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do about it but let it burn itself out like a forest 
fire. 

Now, that ' s tne way I feel. But I want you fellows 
to look at our own picture. And I could talk for 
hours, but that's my own best judgment. 

And I want to say this for Baas' s divisi on. They 
started in advising me of tbis thing last June; they 
have been running up danger signals since last June. 
And they ' ve been very , very accurate and very , very 
close . And os f ar as I ~now, they are the only organi­
zati on that has been right on tbis thing. I think 
they've done a sRell job. But he's been s ayiJ18 this 
thing since last June. 

And I again s ay I t hink the most important thing is 
for all of us to keep our health and not let these 
individual cases and individuals • •• •• Listen, I

1
l l 

listen to anybody. I mean you people may completely 
disagree "'·th me, a nd that ' s what I asked you to come 
down for . And if you do, I'll listen. But we do it 
quietly and calmly and try to back it up with fact s, 
and not all of tnis emot ional stuff. After all, I 
hope you and J ake aren't • •••• 

In 11 big way . 

In a big Nay. And it makes - after all, if a fellow 
shrinks from ten million dollars to five million 
dollars, it hurts a great deal more than if you 
shrink from a hundred thousand to fifty thousand. 
I don't know what the percentages are, but it hurts 
much more . 
I•ve done a lot of talking, but I wanted you people 
at least to know how I wa s feeling . Little tired, but 
I•m all right. Roosevelt ' s all right too. He ' s got 
his feet on the ground. He ' s absolutely all right . 
I 've lived with tha t man now day in and day out for 
the last week, and I come out reassured. That ' s my 
reaction. I mann I've been with him - now, llonday I 
was with him from 9:15 to quarter of 10; I was with 
him 1:15 to a quarter of four; spent the whole evening 
with him; I spent all of Tuesday night and yesterday 
with him. And the men couldn' t have been more natural , 
more frank. Now, I come out reassured; that's the wey 
I reel. And everybody you talk to - the one person 
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they 're worrying about is Roosevelt, and I come out 
reassured . So - but whatever we have said is 
extra, extra confidential. 

Well , we 've sat here long enough and taken enough 
of this stuff in our face to know that the people 
that are trying to bl ock his reforms -they wouldn' t 
be satisfied with anything short of just turning the 
whole thing back to them and letting t hem do as they 
please wi th it . Really good and satisfied . 

You can' t satisfy them. 

Can't satisfY tnem. Just have to operate and dis­
regard them. 

I don't entirely agree with that . I don ' t think 
it ' s a s simple as that. I think that at the minute 
what they have in their minds is that they just don' t 
like Mr . Roosevelt to be - as the person who does it. 

Well, satisfy them on the t hing - here ' s my point : 
satisfy them on the thing that t hey ' re worried about 
for the minute, and they ' ll back right beck to the 
next thing, and you•ll find they ' re just as keen 
about that. And we've hbd that over and over again. 

Lots of them are worried particularly about their 
profit prospects, and everything else is in terms 
of that. That's what they ' re worried about. If you 
could fix up their profi t prospects - they'd lick 
Roosevelt 's t oes if he ' d produce the profits for 
them. That's wnat they want, and that ' s what they 
must get . That's the point . 7/hatever noosevelt 
does he must do consistent wi th their getting profits. 

Well, he fixes up their profits, and the next thing 
t hey'd howl about is that you don't let them manipulate 
other people ' s profits. 

I don't care e bout their howls. You either want to -
them to put their money to work, or want to t ake 
their money away from them and put it to work your­
selves. Those a re the two a lternatives . 

Well, just think of what I've given you. What more 
do you want? 
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We were Just arguing with Herman, that was a ll, 

because there ' s a - there's a peculi ar difference 

there . 

llS 

No, but Jake says either let the Government put the 

money to work or else let private enterprise go to 

work. And Roosevelt ' s come t hrough thi s recent thing 

and what ' s his reacti on? Is it "Should I call toget her 

Ickes and Hopkins and Wallace and say that we ' ve got 

to spend some mor e money?" No, that i s not his reac­

tion. His reaction is "I'm going to call together the 

biggest contractors in America, a number of l abor 

unions, and I'm going to sit down and t alk to them: 

how can they go to work and build houses over two or 

three years .• Now, what more do you want? 

Oh, I di dn ' t say •••. I may want something more, but 

I 1 m not t alking about i t now. 

And don 1 t you think that be doesn't get telephone calls 

and telegrams from very important people, a.nd the tele­

grams are Just about as hysterica l as they can be. Now, 

he 1 s getti ng it all the time, and he's under that 

pressure . And don ' t overlook his speech and what he 

said about Government subsidy . 

Hhat I am afraid of is that because the hostility to 

him i s genuine, why, he won't pay any attention to 

what they say . Now, even a hostile man may bo tell ing 

you the trut h . I remember once, i f I may say so, when 

I heard him r eadi ng a letter from a New York banker, 

a long letter, one of the ablest letters I ever r ead, 

and there were two sentences in i t in which the venom 

showed through that the man was hostile to him, but the 

rest of it was very temper ate. And the Presi dent 

picked out those two sentences - "What can you do 

with a man like that?• 

Well, I think I 've got.. .. Come back and you fellows 

can have a chance; you can have a chance a t me today 

or tomorrow. I d on' t think the situation Justifies 

using the wor d •critical ." 

Oh I think the basic situation is Just about where it 

wa; last spring. The same problem wa s there last 

spring, in a lesser way. I don ' t think that t he stock 
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market itself is all-important, but that fro• the 
point of view of full recovery t he problem bas existed 
since 1934. 

True, true . 

I don' t see any sudden change. On the whole I think 
the situation is a little better than it was in 1934, 
from that angle. 

Nell , we'll have another chance . 
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Hello 

Hello 

Hello, Cochran 

Yee, llr. llorgenthau 

Oo,ober 1• , 1937. 
10:&7 •••• 

Did theT gi•e TOU a cable troa •• the other daT? 

I had 1t th1e aorni.ng, 7e1. 

All ri.ght. Mow, thatanullber one. 

Yee . 
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I'd like 70U to go Juet ae high ae 70u oan in the rrenoh 
Go•erruaent -

Yee 
To find out what they know about this man. 

I see 

See 

Yes 
And then put it i .n a letter 1n a d1ploaatio pouch and 

eend it to ae. 

Ot course, the aan'e a oit1zen. 

What 

The aan'e a citizen. 

I know. 

Yee 

But what be '• doing o•er there? 

He 'e been l1•1ng down there t or eoae t1a8, you •••· 

I know. Be oaretul, but -
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I'll get enrT'h!ng I oan, and put it in-

I 1a getting eYerytbing on this side, but we went 
eyerytbing that they oan - and who are hie triends. 

I eee . 

Who did he aesooiate with. 

Yee 
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Hat he any intereete - t1nanoial intereets OYer t here . 
Hello 

Yes 

I aean I want - I aean I lay great etress on th1e -
it isn' t only tor ayaelt that I'• alllting, you 
understand. 

Oh surely. 

And it's qu1te a compliment to you that they want you 
to get it . 

All right, air. Fine, I'll get buey. 

Do you eee what I mean . 

Yee. 

And-

. . . . . . sailing one ot these daye • 

What' e that -

Whose triend is ea111ng one ot these daye . 

Well, you know who I aean. 

Yes 
And I want to know Juet as woh ae JOU can get, and 
as tast as poeeible. 

All right . 

See - Get it just as tast - I lay «reat stress on 1t. 
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Al.l r .\gbt. nne, but :rou want 1t b;r ..u. 
B:r aa11. 

Yee. 

To me. 

r1ne. I'll put it ln a letter - messenger -

And ae I say, - well, I'll leave lt to you. 

Al.l rlght. I'll get buey on lt thie evening surely. 

Yee. Now, what do :rou know otherwiee? 

Beg pardon. 

What do you know about t~e French eltuation? 

Well, 1t changed very badl.y thia afternoon. 

Oh really . 

Yea, this morning,! eent you a wlre at eleven. 

Yee. 

8a)'1ng that yesterday they galned slx hundred and 
nlnety two billion :t:'rancs. 

Yee 

On exchange. 

Yee 
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And thie 110rning tb.e:y - it opened rather strong, they 
improved their ratee, eee 

Yee 

And got ln a !air aaount o:r eterllng, one Parle bank 
bought elx hundred and :t:'i:t:'tJ a1.111on dollar• :ror the•, 
but at two thlrt)' thie a:t:'ternoon there wae a oo•plete 
reveraal and the)' let 1 t - nept awa:r - and at three 
thlrtJ the)' were.aking a etrong deeoent at 1•7-1/8 
to a il• but the)' .. re getting a lot o:r eterllng· 
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Well , what happened. 

Well one thing, the bank'• atatement which came out 
at noon -

Yea 

Killed an asset or nine hundred and twenty million 
franca tor the state. 

Yes 

That is tor the week ending t he 7th of October. 

Yea 
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And then the company would think that they've brought 
this rate back too - too quickly . 

I eee. 

And that threat the franc muoh more than 1s really 
Juet1t1ed. 

Uh-huh. 

And even yesterday afternoon the speculations on th1e -
the first thing the sale or forward trance had in­
creased, so that today the discount is considerably 
wider on the forward franc. 

Uh- huh. I w1ah you'd be thinking over the posaib111ty 
ot - when you come over - ot i nviting Proteeaor R18t 
to oome ovRr with you. 

Yea 
And whether he still has the confidence or the Govern­
ment and whether he would be ae good a man to bring 
over to inform me of the economic conditione, ae you 
could think of. 

I see . 
We'd pay all of hie expenses and everything alee. 

Yea. 

Tb1nk about it, will you? 

All right. I'• going to eee hia the next day or two, 
because he' s been away until Juet th1e week. 
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Yea 

I don't know how oloae he hae been to Bonnett latelJ, 
beoauae after he gaTe out tbat atate .. nt ot ·hia in 
Jul:r -

H.ll.Jr: Yea 

c: 

H. ll.Jr: 

c: 
H.M.Jr: 

C: 

H.ll.Jr: 

c: 
H.U.Jr: 

C: 

H . ... Jr: 

C: 

H.M. Jr: 

0: 

H.II . J r : 

Just before he rea1gned, - in June rather - then he 
was not at all with the looia11eta 
and the GoTer nment. 

Well, I 1 d l ike aoaebod:r t o o011e onr who ie 
with the GoYernaent. 

I aee . 

And be t h inking t hat oTer, :rou aight enn go and eee 
Bonnett . 

All right . 

Will :rou do that. 

Surel :r I can do i t . 

All right. 

HaTe :rou an:r idea - I talked to Ta:rlor :renerdaT, and -

Mo. I'll watch th1nga. 

Well, I aent1oned t o Ta:rl or the pouib1llt:r or ooa1ng 
before Parliaaent reoonYened. 

Yea. Wall , :rou' d bitter - I want th1a thing to aettle 
down one wa:r or the other . - Hell o 

Yea 

Juat ae aoon ae it aettlea down, Wb:r, I want :rou to 
o-, but •• l ong aa there ' • thea• tre .. lk'\oua J'UIIOr& 

of tunda each 4a:r, I want :rou there. 
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Surely. 

But Just ae eoon ae the thing eettlea down, wh7 then 
I'~ come at once. See. 

123 

Well, ay opinion ie that it ie not going to eettle 
~ery definitely one way or the other . !hey are going 
to ha~e ner~oua days like today, for eoae tiae, but 
I think we 111 have a really nervou1 period alter 
Parliament reconvenes. 

Well, I don't want you to leave Paris aa long ae 
conditi one are the way they are now. 

Fine, fine . 

But the ainute - but the a1nute they settle down, and 
it looks as though t hey'd be quiet for a couple of 
weeks, then I ' d like you to get on the first boa t and 
come over. In the meantiae if there's anybody that 
Mr. Bonnet hae real confidence in, and who would be 
agreeable to me, I ' d like some Frenchman to come o~er 
here . 

Well, whenever I do then. 

No, I might even let hia come eooner. 

I eee 

I a1ght let him come right away. 

Yea 

But he'd have to be agreeable to me, I don't want any 
third rate politioan coming over. 

If we leave it very wide open, t hey'd send t he man 
who used to be Prime Minister, over. 

Oh, I eee. Well - well, I'd have to ask t he Preeident 
about that. What I'~e got in a1nd ie eoaebody who ie 
ae good ae Sir Frederick Phillips, you eee. Hello 

Hello 

I'm cut off 
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Oh, I ' m sorry. I'll get it right back . 

Hello 

Hello 

Yes 
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While we were cut ott I wae thinking over that thing 
ot who might possibly oome tor these people . 

Yes 

Ah- just at present it's a little ••.• 

Who 

1118.tter 

What's that? 

I eay, Just at present it 1 e a pretty - it'e a matter on 
whio~ you'd have to be pretty cautious . 

Well, I'll leave that to you. 

But, I think that this man ie not finished h.ie 
1118.neuver1ng yet. 

Well, what I started to say, when we were out ott. 

Yes. 

I'd like a can as good as 81r Frederick PhHl1ps. 

There isn't any . 

Well, that's the eort of thing I have in mind. 

The man whom you mentioned, but he is not in t he 
Government now, is the only one here comparable. 

Well 

!he opposite number to Phillips, is Just a 
lawyer who ' s neTer been 1n before, who wouldn't alee 
the right impression at all. 
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Well, I b&Ye great confidence in R11t. 

Yea 

125 

And what 70u aight 1a7 11 tll11, you aight first talk 
to Reia, ue, find out whether he would l1.t.e to c011e -

Yea 

'!'hen 70u aight say to .llr. Bonnett, -.:lul.d he have any 
obJectionl if I invited Profe1eor Ri•t to come over here 
for a month. You see. 

Yea 

And work it that W&7. 

All right . 

Bee- but I leaYe it entirel7 in rour hands. 

Well, I ' ll talk first with hia. 

Right. 

With R1et. 

That ' a r i ght. 

And see bow be feels about it, and then I'll go ahead 
with Bonnett, i f oon~itiona are faYorable. 

I might - I aight enn arrange w1 th JliJt to ,i,. a 
lecture cr two men he oame oyer, eo it wouJ.dn t look t oo 
ObY10U8 you Ble. 

Yea . 

I could get b1a inY1ted to eoae un1ver1ity to g1YI a 
couple of l ectures . 

Yea. Could 70u get hi• on that - program that you' re 
on tor the lltb of Jovember. He's an bonorar)' aeaber 
of the AoadeiQ'. 

No, that 11 on u.s. GoYernaent lpending. 

I see. 
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See 

Yee 

But there'• plent;y other thlnge 'll'hioh I could arrange tor. 

Yee, ;ree. 

See 

Yee. 

It WOuld be Yery eae7, I COuld get h1a - I COuld get 
hia, oh - I oouJ.d a.rrange With eo•e other t.por tant 
unherei t7 to hen hi•. 

Yee. 

Bee 

Wel l,;rouaget a better picture ot things trom hi• than 
;you oould trom &nJ ot the•. 

But I wouldn't want to invite .him to co•e OYer it it 
wae not agreeable to Bonnett. 

Bee. 

Yse. 

Well I 111 lean 1t entirel7 1n JOur hande. 

But I ' ll get •tarted on it eo I oan tell JOU in th• 
next da;y or two, anyway . 

Thank you. 

Thank you Ter;y auoh. 

Goodbye. 

.Ul right, Goodb;ye. 

. 
' ~ 

I 

I : 
~ . 

I 
I 
I 
·; 
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J'llOII: .lller1C&D :lllb&aay, Paris, J"ranoa 

DlTI: Oo~ober 14, 1937, 11 a.a. 

HO.: 1441 RUSH 

FROii OOOBRAll • 

On Wedne8day the French oon~ro1 gained 892 a1111on 

franco of foreign exchange. The aov•an~ was still con­

tinuing aa~1afaotori1y a~ 11 o'o1oot ~day. 

lflLSOJ. 

:&:.a.:Ln 
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Ll:S 

SecrEtary of StatE, 

Washington . 

1442, OctobEr 14, 5 p . m. 

FRO}~ COCHRAN , 

GRAY 

Paris 

DatEd OctobEr 14 , 1937 

REc 'd 3:08 p , m, 

FTanc opEnEd t cis morning at 147 ,01 to t~• pound 

and strEngthEnEd to 146 ,90 with con .;rol acquiring co11-

sidernblE stErling . One Paris AmErlcan bank acting !'or 

thE ~ontrol purchasEd this forenoon' $650,0CO , ~OO around 

29 . 61. "-----""'" 
At 2 : 30 th~s a!'t Ernoon tii,£ turnEd sharply ae:~-~.nst 

franc and control lEt ratEs slip to 147-1/8 and 1/4 YlhErE 

at 3 :30 p , m. it was giving sterling heavily to hold that 

level . 

Political rEasons now makE it difficult for thE 

control to let franc wEakEn v£ry far bEforE nExt Sunday's 

run-off ElEctions . ConsiderablE criticism in both London 

and Paris of control ' s action thia wtEk in lEtting franc 

strEngthEn to such an E~tEnt as it did. On thE othEr band 

some obs ErvErs think it should havE gonE to around 135 

with result that bEar positions would havE bEE n morE EX-

tEnsivEly 
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Ll''3 2- llo . 1442, OctobEr 14, 5 p . m., from Paris , 

tEnsivEly liquidatEd than now whEn franc is ExpEctEd to 

bE hEld b EtWEEn comparativEly narrow limits of 145 to 

150 . ~pEculation on forward franc bEgan to incrEaSE 

yEstErday EvEning and futurE discounts widEnEd this 

aftErnoon . 

Part of franc's currEnt rEaction comEs from Bank 

of f rancE statEmEnt rE lEasEd this noon for OctobEr 7 

whi ch showEd nEw advancE of 020 million r rancs to thE 

statE . CovEragE 50 . 65 vtraue 5o .s: . Whil E r.o nEw con­

cEntratEd drivE on t hE franc is EY.prctEd now with 

politic~l situation lEss thrlatEning and stabilihation 

f und possEssing incrEaSEd gold and forEign Ex~tans• 

suppliEs an i~.tErmitttntly advErsE t.EndEncy moy con-

CEivably dEVElop, 

WILSvN 

CSB 
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THE WHITE HOUSE 
WASHING'TOH 

0 o P X 

Oo tober 141 1937. 

MEIIORANDUK J'OR 

1'HE SEORI:!ARY OJ' AGRIOUL'fUJa: 

The eneloeed ie ot great 
1ntereet. During the next two or 
three week• I think it ie verr 
important tor you and the tara 
organ1tati ona to keep in touoh 
with t he Treasury ln order that 
we may avoid a program wbioh 
would unbalance the budget. 

As I aa1d 1n Cabinet, it 
we adopt a farm bill tor •balanced 
abundance• it must balance iteelt 
f1nano1ally. I do not know wbether 
the processing tax aethod ie the 
rlght one or the only one. · That 
18 why I think you and the Treasury 
should keep in cloee touoh. 

,. • o. R. 
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• Hibboo ""1111111 ~t \-be-a tt811bed 
memo of 10/14/37 were aent to t he Prea1dent 
a nd t he tiecretary of State with letters of 

..ii£ansm1ttd of 10/15/37 signed by tbe I~/ ucret ary . 
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-
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TREASURY DEPARTMENT 

IHTU OI'P'Ia COMMUNICATION 

DA ... 

October 1~, 1937· 

TO Secretary Morgenthau 

!.!r . Hue 

Subject : Current U. s. trade with Japan. 

1 . For the f irst week of Ootober, 1937: 

U. s. exoorte to Japan ..•... .... $ 1,727,000 
U. S. i mports from Japan . ...... . 3.3~8,000 

(Past weekly export f i gures are not available. Monthly 
table of u. s. exports to Japan i e appended. ) 

Export declarat i ons received dur ing the first week 
in the month are apt to be lighter than during the re­
mainder of the month. There fore, no conclusions can ae 
yet be def initel y drawn f r om the low f i gures for exports . 

2 · The leading items of expor t during the f irst 
week of October were as follows: 

Sulphite (wood pulp used for rayon 
~~~&~~ufacture) .. . .... . ......... . 

Pig iron • . . . . . . . . . . . • . . . . . . . . . • 
Steel sheet bars and plates •.•..• 
Diesel oil • . . . . . . . . . . ......... . . 
Steel eorap •.... . ... ....... . . ...• 

Molybdenum concentrate •.. . .. . .... 
Lumber • . . . . . . . . . . . . . . . . . . . ... ..• 
Kaohlnery •........... .. . .. ..... . . 
l Truck chassis ...... ........... . 
Ui ecellaneous • . . . . . . ..•......... 

$ 445,000 
144·000 6 ,000 
1~),000 

5,000 

6~,000 
2~ ,000 
2 ,000 
ll-,000 

136,ooo 

Total •.. ..... . . • •• .... ....•• $ 1,727,000 

There were no exports or cotton to Japan. 
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3· Leading iteaa ot 11port were: 

Raw alllt .... . ...... . ......... . 
Perilla oi l • . . .......•......•• 
Octton manufacture• • • • .....••• 
Rayon manufacture• • •........ • • 
Bilk manufactures • .•.........• 

Sardine meal •... .........•.... 
Fish, canned tuna, c rabmeat, etc. 
Ohina and Dorcelain • •.•....... 
LUy bul.bs- •... ................ 
Woolen manufactures •.•.....•.• 

Earthenware • •................• 
Vegetable rood products •...... 
Pyrethrum flowers •........•.•• 
OamDhor ••....................• 
Novelties, toys, Jewelry, etc. 

All other ...... . • • 0. 0 •••• 

Total • ........ •.. . • •• 0 • 

• 2, o4o,OOO 
17~.000 
124, 000 
123,000 

73,000 

6o,OOO 
60,000 
63,000 
~,000 ,000 

3g,ooo 
3~,000 
3 , 000 
~1,000 

1 7,000 

!!15,000 

• 3, 328,000 
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United States - Trade with J~ - lloot~ - Janu.ary 1936 to date 

!~ thousands 2! dollars) 
12-ll> I 12~7 

Total. I General Total. ' General 
exports i.!p<?rtl exports ' ;prmrte 

January 19,022 15,384 22,364 17,683 

Febrnaz'Y 13,339 14, 539 24,745 18,382 

!larch 16,401 12,670 ~,971 17,660 

AprU 16, 250 13,141 26,928 20, 423 

!.!at 14, 403 12, 053 36,177 18,244 

June 13,627 11,088 25,194 18,637 

July 11,995 12,187 26, 509 16,482 

Aueust 10,764 16,948 24,644 16, m 

Total - 8 Months 115,001 108,010 216,532 143,008 

September 21,328 16,017 
October 26,663 15,930 
November 24,100 15,340 
Deeeaber 16,433 16,427 

Total - Year 1936 204,325 171,724 

Ribbon copy of t his memo sent to the President 10/14/37 
n " " " n n n Secy . of St ate, Bull 10/14/37 
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RE GENERAL BUSINESS SITUATIOI October 15, 1937 
9:30 a . m. 

Present: 

R.M. Jr: 

Ri efler : 

H.hi.Jr: 

Riefler: 

a .M. Jr: 

Riefler: 

Mr. Taylor 
Mr. Magill 
llrs Klotz 
llr . Oliphant 
Mr . Gaston 
14r . Viner 
14r . Riefler 

Riefler asked for a chance to talk to some of us on 
world conditions. I told him I'd give him the best 
hour of the day that I had, so I've rearranged my 
whole day to adjust myself to him, thought it was suf­
ficientl y important. Don' t know whether Mr. Viner 
is going to chime in or not, but the morning is theirs. 
So we 1 11 start ott with Professor Riefler and if he 
overlooks any bad news, Dr. Viner will supply it. 

Bad introduction. 

What? 

That ' s a bad introduction. 

All right. So you can't ask for anything more . You 
can t alk Just as long a s your heart wishes to and 
your br ain can supply the informati on, and you will 
not be interrupted, unless it is by Dr. Viner. 

Well , it's about this business situation, and I had 
been t aking the position that if we did have a reces­
sion it would be normal and modera te, something like 
1924. The way the stock market -ent to pieces upset 
me a little and I've been buzzing around New York quite 
a bit, and they have a terribly panicky feeling up there . 
I have tried and tried to make out what in real in the 
situation es against whet is Just emotional i r ritation, 
end have come out with D couple of points that do seem 
to me to be worthy of consideration a.nd have made me 
feel ~he situation mDY be somewhat more critical than 
I thought . 

On the first . On the proposition of e normal recession, 
I had regarded the per iod last spri ng as one i n which a 
great deal of over-buying was done in a wide variety of 
l ines, end some expansi on of inventori es resulting, and 
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the recession in operation while the inventories 
were worked off. I think that ' s happened- I mean 
that ' s happened before; that isn' t awrully important . 

Next, the automobile industry has sold about 5,200, 000 
cars in the l ast year, a nd the annual average that you 
expect under conditions of prosperity is about 
4, 600, 000 . So that means that there will probably be 
fewer cars made and sold this next year, particularly 
in view of the f act t hat they are increasing prices 
and ar e offering new models that aren ' t particularly 
changed . 

Both of those seem to me to indicate a recession over -
oh, between five and ten percent in the production 
index of the Federal Reserve Board, if not more . 

Bow much? 

Between five and ten percent, something in that order 
or magnitude . 

Now, in trying to see what there was to this panicky 
feeling and if there was anything more to it than that, 
I have Just come to two points, and those are the ones 
I want to bring to your attention. 

(1) The r a ilroad situation bas apparently turned very 
r adically for t he worse . You had a picture, beginning 
a bout a year and a half, two years ago, of the r a ilroads 
getting in ma t eri ally better shape. Their volume of 
traffic •Nas growing, especially if the capital goods 
industries got working . They were able to build up a 
net, undertake larger maintenance progr ams, and begin 
to order some more equipment. 

(On phone) Hello? 

Excuse me . 

(On phone) Bello . (Bas conversation with Bell) 

Well, tne r ailroads were beginning to do their ordinary 
ma intenance and order new equipment, keeping whole indus­
tries going. Now, this year t hey have had a series of 
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cost increases . First, they had higher pri ces for 
materials, particularly coal, which hit them pretty 
heavily; and then they have had the two wage i ncreases, 
which together have gone into their net very materially. 
r haven't yet seen an analYsis myseLf of ne~t year ' s 
positton. Apparently now one is up on my desk. I 
asked Sachs to send it t o me; but Sachs, who bit the 
r ailroad situation pretty >Yell in 132, who did know 
that field , tells me that if you assume a decrease 
of five percent in industrial production, the effect 
of that decrease on r ailroad gross would create a 
situation in which, even a fter they cut maintenance 
to the bone, the aggregate r ail deficit would be 
worse than that of 19)2. And I can hardly believe 
it 1 s possible , but that's what he says the study 
shows. 

In any case, you ftill have a very bad situation in 
the railroad market . His index of secondary rail 
bonds, which was 90 early in the summer, has gone down 
to 60, and he forecasts it will go down to )0. 

Now, tha t means - (1) - a sick - I mean takes the 
r ailroad business out as a sustaining factor to business 
activity. It also means some real problems in the banks 
and insurance companies which have those railroad bonds, 
and I th.ink that it is - I mean that's one of the 
situations I want to bring to your attention. 

The other one relates to the market for equity capital. 
All the way through New York, after you sift out • • •• • 

How do you define equity capital? 

Common stock capital, the equity under the bonds. 
All through New York, after you sift out the charges 
a nd the counter-charges and all the rest of it, 
there's one thing that seemed to me to stand out, 
that I got pretty straight from t be people in the 
bond houses. And that was that, first, they haven't 
been abl e to sell e qui ty capital on new enterprises. 
Money i s extremely cheap for longer-term triple-A 
bonds and bank credits pretty available, but they just 
don't have the money -market for equity capital. 

Well, this is Just the period in the business recovery 
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when we need that, need it very badly . And on 
top or that longer trend that they haven ' t been 
able to get a good market for equity capital, 
they now, of course, are in a terrific state of 
shock on the failure of the Canada Dry, the 
Bethlehem, and the Pure Oil issues. 

Canada Dry? 

Canada Dry came out earlier in the summer. 

I didn't know that. 

138 

On that one they didn't lose so much money . Issue 
went very sour, but the stockholders actually took 
90 percent of the rights . 

I can' t believe that. Selling at 14i, underwritten 
at 17; selling at 14t the day t hey were supposed to 
subscribe . Why should anybody subscribe at 17? 

They said they were able tog et out of it .,;ithout 
serious losses. 

It seems to me that the failure of t hose three 
i ssues constitute~ o fact tha t you 1ve got to reckon 
with. They ere, dll three of them, issues of a -
t hey ' re not triple-A risks, but t hey certainly were 
pretty moderate ris~s. I mean we need a capital 
market which can t ake much riskier stuff than that 
and float it . 

And here the issue houses have seriously impa ired 
their positi on, have gotten into a seriously impaired 
position, on the basis of three pretty moderate 
issues, and what they can say, that "you can be per­
fectly sure we won' t undertake anything as risky as 
that" - it strikes me as perfectly true in view or 
their experience. 

Now, do you want to tell this crowd of what we got 
out of Do~as yesterday, and then we go from there? 

Which is the end of my story. I ' m a t the end of my 
story. Those are the two things that have come'out 
to me as kernels . 
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But do you want to tell them - I mean if you 've 
finished your story. 

Yes. 

Well then, let•s tell them how Douglas feels. 

139 

nell, we had luncneon wi th Douglas yesterday , and 
Douglas opened up by saying that he was terribly 
concerned about this same point of equity capital, 
particular ly for smaller concerns ; that he had been 
looking over their statistics on the success of 
registra tions, small registrations. They send out 
a questionna ire from six months to a year after the 
smaller issues are registered, and find out Just what 
percentage of them were actually sold - wha t percentage 
r a ised the money and what percentage were left unsold. 
And those figures run around 10 percent sold and 90 
percent unsold . 

Derndest figure I ever heard . 

It • s roughly five million, didn ' t be say? 

Yes, it ' s small stuff . The meaning of it isn 1 t quite 
as bad as tha t. ~u1te a bit of it is investment trust 
which people organized and registered and didn't sell 
later; didn't mean they were a ctually providing capital 
for anything; going in~o an investment trust business 
which never got started. Some of it is mining stock, 
which alweys bad a high mortality . But even after you 
discount that, and if you would guess tha t the real 
meaning of the figures wa s around 50 percent unsold, 
it still is an extremely startling thing. But the 
smaller issues have not been successful in any sense 
for ever since the s. E. . C. has begun getting figures 
on them, since 1933 . 

Hell, we discussed that problem . Dougl~s was inclined 
to think that the Government might have to go, t hrougb 
the R. F. C., into buying up unsold issues and under ­
writing them. Seemed to me not very apropos. 

That ' s the only thing ne said that frightened me . 
But a s he s ai d , be Nas thinking out loud . He was 
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terribly frank, · wasn• t be? 

Very good . 

Three months ago be told me ••••. 

Pardon me? 

He told me and Rummel and a group like that three 
months ago the same t hing , the necessity of the 
Government having to go in. 

The underwriting? 

Xes. 

'Nell , that isn1 t ••••• 

'oiell, I thought he meant that too . 

Of course, I don 1 t think tha t is the solution. 

I don 't either. 

But out of this came •••• • 

It's a very important point . 

But tha t isn ' t the way to solve it. 

No, no. 
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I think the whole conversa tion is what you want. 
The next thing, we led from that into the investment 
trust, and from tha t what we developed was that the 
investment trust is a very good theoretical device 
for meeting just tha t s ituation. Up in the Street 
they report that t hey are not - the smaller company 
may snow a very much better earning record than the 
large blue chips, but the investment trusts are not 
buying them because they at·e not liquid, or because 
it is against their policy to have too l arge a par­
ticipation in any one company . We felt tha t there 
was a real problem that the Treasury and S. E.C. ought 
to look into, in trying t o lay down the lines by which 
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the investment trusts could be used as a device for 
mobilizing equity capital from the small investors 
a s well as the large and putting it into these very 
well run and profitable smaller concerns that now are 
begging for a market. 

I had one illustration on the same point that I got 
in New York . They were talking about a company that 
wanted capi tal a t t wo and a half times earnings . Very 
good company, making this explosion device for oil 
wells - explodes it. They • ve got a patent on it, 
monopoly on the process . Contracts are running well 
ahead . Managed admirably. They ' re trying to r aise 
additional capi t al at t wo and a half times earnings 
hnd can't get it because it ' s not the sort of market­
a ble liquid propositi on that will go. That sort of 
thing should be lookeo into. 

Then the big news of the mee ting came up . Douglas 
said t hat what concerned him most was the way the 
utility business was simply staying in a frozen s tate; 
tha t they had gotten Lnto ~ fight with t he S. E. C. over 
the Holding Company Act and they had thrown it i n the 
courts; that both sides had more or less t aken the 
a ttitude tna t t hey would Halt until t he courts decided 
on the constitutionality of the Act, but befor e they 
did anything - looked t o him as if it might be a gr and 
l egol battle with lots of fun, l a st for ten years, but 
in the meantime he was getting quite worried about it. 
The utilities Here not - ~th t heir status unclear, •ere 
not going ahead wi t h new expansion, except .•hen t hey 
could issue bonds, and that t hat meant that to the 
extent taey went ahead wi th it, they were getting more 
and more into an impaired capital position, a very, 
very heavy bonded indebtedness; tha t there jus t was 
no equity capital market for t he utilit ies, and just 
couldn' t be any untll this t hing got settled . 

Be thought t he s . E. C. off ered an excellent argument to 
t ake the l ead in s etting lt up; t hat under the law, I 
t hink, i t is their job to really reorganize the 
utility business on a very sound economic basiS, to 
eliminate the super financial structure, to get the 
operati ons consolidat ed, get a good management Lnd a 
financial structure on the basis of t he physical 
operation . In other words, it wa s a progressive 
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program looking forward to~erd str ong utili ties . 
And he wanted t o see whether the S. E. C. couldn' t 
go out end contac t the r eal leaders of t he indus-
try - not t he ba nkers and lawyers , but the oper ati ng 
personnel who were awa r e of the impairment of plant 
equipment, the need for clearing their status, t he 
need to go ahead and do business and settle this 
t hing ; have them come in, make a n advance to t hem, 
in r espons e to which t hey would come in and r egi ster 
under the Bolding Company Act; a nd the S. E. C. would 
clear its decks and put t hrough its reorganization 
plans for tnem extremely rapidly, and get that busi.ness 
on its feet. 

Well , we discussed that . We were all very i nter ested 
in the suggesti on, discussed it a t length. 

Well , the point tha t - out of this thing is t his, a nd 
this was the reason - I want t o think out loud for a 
~inute or t wo . I t hink tha t there is no questi on but 
wha t t his t hing has got to be wa tched ver y , very 
closely . There are a lot of - oh, little t hings, which 
may or may not be at fault . You can r ead Mr . Winthrop 
Ald!'ich t his morning and tell tne l at er on whether be -
1 1 d like to know whether his suggest ions are fair or 
not . But I mean - don 1 t misunderstand me - I mean I 
can do just so ma ny things und be effective only along -
I wean you' ve got to limit how manY - what do you coll 
the t hing, when you shoot at a t ar get ? - well, how 
many targets you ' re going to shoot a t . I mean if you 
scatter your fire too much, you' re not goi ng t o hi t 
anything . 

Now, out of t his tal k, v. ith you peopl e coming down 
here, the one thing t hat I was impressed with in all 
of t hese things - now, I ' ve told you people tha t the 
President is making a move on t he housing thing . And 
is this public utility thing •• • • And I thought whet 
I would do is, if I see t he President - I most likely 
will - was to try to ge t him to s it do1m with Douglas 
vnd talk this thing over. If he ' d have me there, I' d 
like to be there, because I ' ve listened to this off a nd 
on for two years now. Va rious people have t ried it, and 
it always gets back t o t he question, wil l the President 
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put his mind to it? And the answer is on this thing 
I don't think he has . And he ' s got an' awful lot of ' 
peopl e that are fooling with this public utility thing . 
~ut , as I told Douglas yesterday, if he could get this 
t hing pr edigested and get a plan so t hat the President 
can assimila t e it; then have the President say, "Well, 
of course you ' ve got to s ee llorgan of the TVA and 
you' ve got to s ee ••••• • n ' 

The holding company •••.• 

Pardon me? 

The holding company aspect. 

No, I was thinking of this fellow handling the 
agricultural extension of this thing. 

Rural Electrifica tion. 

That fello•n . 

Cooke . 

Matthews suggested Cooke . Vlell , any way - and if the 
President says, "I agr ee that something c ould be done 
there" - the thing , particular thing, that interested 
me was tnat Douglas said, "You don't need any legisla­
tion. Purely within the hands of the ~dministration." 
And he said he feels tnat t he responsib~lity ..•• 

That is, on the holding company side . 

•• • is placed on him, and tha t they have not done what 
Congress directed them to do . But he says he can see, 
and be i s encouraged on account of certain people com.ing 
to see him who are the responsible heads of the operating 
companies, and he thinks we ought to just brush the 
lewrers a.nd the bankers aside, because t heir a ttitude 
is, "Let ' s f igh t this thing until one or the other dies 
f r om exhausti on . " 

And I jus t wonder if you people don't think, i f I 
would concentrate on t ha t with the Presi dent, that is 
as useful n thing as I can do now. Now, I ' m open to­
I'm mor e t han wi lling • • •• • 
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I think it is, if and when ..••. 

Well, you' ve got nothing to los e , Win . 

Well , I mean Just t he point that it always has 
fritter ed out. Everybody that' s tried t o tackle 
it has in the end come t o •• • • •• 

You know my policy, my motto - "Nothing venture, 
no t hing gained ." But I Nant to know whether you 
,>eople say, 11 No, you ' re frittering away your time on 
that ." Viner says, "Let ' s us stick to your gold, 
or this, or that ." 

I mean I 1m a sking, do you people think this is 
i mportant enough that I should try acd concentrate 
on it, or am I , b;· doing tbat, giving up something 
which is more i mportant? hnd that's what I went to 
know . · 

I think myself that the railroad problem is more 
import ant . You may think that you can't do anything 
about it, but I 1 d like to try and get your f inger 
into both of them . 

Well , I - I 1 ve got a comruent I' d like to make right 
along tnose lines, Jake, beca use I don't think we ' re 
going to be able t o duck t he railro&d situation; that 
that ' s gotten a new lease on l ife which it wa sn' t en­
t itled to . I've felt for a long time that tha t was 
going to be in t he Gover~ent1 s lap - i f it isn 't 
t omorrow, it's going to be the day after tha t . All 
right: you can't affor d to have t wo of them in your 
laps at the same time - t he railrosds and the utilities; 
a nd I don't think you can duck the railroad thing. I 
don ' t think there is any possible way of doing it. 
That's going to be yours . It ' s got to b e financed, 
i t' s got to be r eorganized, and so on . 

Well , if you have both of them in your laps, which 
you will have if•this util ity thing i sn' t strai ghtened 
out, why , there ' s no government in the world that can 
finance both of t hem . It jus t means you' re going to 
change the form of your government, and I don' t think 
we ' re ready to do that . 
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Well, I don ' t get your conclusion, Wayne. 

In other words, you' ve got to meet the utility situa­
tion because you know you ' re going to have the other 
one . 

Your conclusion is I s houla go after it? 

hbsolutely, because - but I would emphasize it on 
account of t he fact you•ve got the railroad thing 
and you 1 r e bound to get it. Now, can you afford 
to have both of t hose come on? And i t will be on 
the Treasury at the same time , approximately the 
same time . 

Is it your point that if these t hings go on as they 
a re now, we a re going to create a second railroad 
situation out of toe utili t ies, and ther efore we 
should work on the utilities? 

As you know you ' re going to get the other one. 

And if you have - the other one is so hopel ess 

I've never felt so . 

L• m sorry, I can't agree with you. 

..... 

I a sked a couple years ago . The President - he 
couldn't get a t it. Be wasn't ready . It all gets 
dolfia to a situation - is he r eedy? - is he ready to 
sit down on the public utiliti es, see? Very easy 
to find out. 

As a background • • •• • 

Very e a sy to find out . 

In the baclq!round , is he ready to resolve the fight 
that is on between Morgan end Lillienthal, a nd hence 
the division of ell his advisers in terms of that 
f ight? 

Tha t' s ons phase . There are two phases ; that ' s the 
TVA phase . I think you' re right . 

But that works over into the holding compaay aspect 
in public utili ties . The President ' s advisers on t he 
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whole u tility field are divided into two armed camps, 
flying at each other ' s throats, and Morgan on the 
point of resigning and denouncing the Administration. 

Can you d efine what tne two camps are? 

l'lell, it is like trying to define what the Ylorld War 
was &bout . 

I think the lines there are fairly clear . 

I don1 t know what they ar e . 

I think I know pretty generally, and I think I know 
ho1r both of them are thinking. I t hink t hat llorgan 
wants & strong private utility set- up in the country 
which is profitable; that Lillienthal wants most of all 
a government al - he wants toe TVA as a regional planning 
agency . 

And yardstick. 

What ' s that? 

And yardstick . 

And he wants - what he calls it - a yardstick . And 
he wants a governmental instrument of direct pr essure 
on the private utility companies. I say •yardstick" 
is a very bad term. He doesn't want a yardstick; he 
'tants a . . ... 

Big stick • 

• • • big stick . And I'd say that L.illienthal' s method 
leads to Government operation and ownership of 
utilities as toe ultimate outcome ; and that Vorgan 
is trying to compromise - I suppose strengtnen, as 
comp&red to the past, the Gover nment ' s instruments 
of pressure a nd r egulati on, but sti~~ leave the 
utilities as successfully operating private ventures . 

Or course, tne wildest man in the whole crowd is this 
fellow Carmichael . Tha t ' s his name, isn•t it? 
(Evidently John v. CarmodY) In this Rural 

Regraded Unclassified



c 

Oliphant: 

Tayl or: 

H. :.t . Jr: 

c 
Haa s : 

H. li . Jr: 

Her s: 

Viner : 

Hues : 

H .~ . Jr: 

Viner: 

liaas : 

147 

-13-

Electrification. Is that his name, Ccrmichael? 

Carmichael? 

That sounds right. 

Well , I - but you people haven't asked the question • •. • • 
Let's admit - let ' s admit for the sake of argument 
that this thing has to be watched v ery, very closely . 
Now, a s I say, in this question of what the future 
function of an i .nvestment trust is, I told Dougla s to 
get in touch with you fellows -Magill - and of course 
there are certain f acts, features in it, and that's 
one of - oh, I could menti on two dozen others which 
would fall in that category -! · mean our own respon­
sibility on business here. But my own feeling is that 
it ' s worth while sounding the President out 9nd seeing 
whether he wants to get in on it himself . 

But out of a ll the stuff this week, the most encour­
aging thing I •ve had - the possibility - is Douglas 's 
atti tude on this thing, and whet he thinks he can do 
and wha t he ' d like to do. But 1 1m a sking, do you think 
I should get in on it? Tha t ' s wha t I 1m asking you 
people. 

I can say a word on t hat . 

Go ahead. 

I don' t t hink there is anyt hing f r om the Treasury 
stanapoint that is more important than the general 
business situation. All the success - all your other 
policies break down, even t hose policies you s t ar ted 
way back in •33, i f we get into a rather serious 
business recession. 

I made that speech yesterday. 

I di dn't bear you, but I ' m glad to be •• • ••• 

Well, George, does tbat make you change your mind, 
beca use Viner made it y esterday? 

I ' m giving you an out, George, in a burry. 

I may get thrown out, but I ••• • •• 
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I mean the f act that Viner made it yest erday - do 
you want to wit hdraw your speech? 

It ' s Just lucky for you, George, that J ake spoke 
firs t; otherwise he would have taken a contrary 
position. 

Go ahead , George. 

I gave him an out today; he could do the same . 

Tnat 1 s t he gist of it. I could expand on it. 

148 

ffna t about this particular tn1ng 1 publi c utilities? 

I think that there are three things - I mean basically . 
One is the holding company - you've already stated the 
steps . 1be other l s the utilities . And the other ls 
the r ailroads . And the capital market, fourth. I 
don ' t think there i s any t hing more i mportant t han 
that, because al l t he other Tr easury polici es rest 
on this fundamental basis: that you are not going t o 
have a business recession. 

That you are? 

That you are not . In other words, your whole f i scal 
policy, deficit policy - practically all the policies -
original gold policy . 

If I get George straight, what he is telling you i s 
tha t they are all your babies . That ' s what I think. 
You can• t make a selection of t his one ana disregard 
tha t one . They 're all your babies . 

lind , if Mrs . Klotz doesn't mind my saying it, you can 
go to hell. 

I probably am goi ng in any case, with or without 
assistance. 

(Hearty laughter) 

'//ell, George, by a process of • •..•• 

No I don ' t agree witb you. I mean that isn' t fair , 
I don ' t think - I mean the way this Government is set 
up . 
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Why not put i t this way •.••• 

Seriously, I don't- I know that ' s your atti tude· aDd 
you' ve been more r i ght than I have - r r 11 say that -
on the r esponsibilities . 

I think if you don't get in early you•ll get in late, 
when it will be harder to g et in, and when it will 
be harder to do anything . Put it this way - I want 
to make myself clear - I don't mean necessar ily as 
the administrative head of the Treasury, but a s a 
member of the Cabinet; it is in those terms that I 
am LniDking. And they are all Cabinet business, and 
you are a member of the Cabinet. It is in tha t sense . 

Doesn't it become def1n1tely Treasury business u· you 
are requ1red to finance the result? 

All right, as long as you're on my side, I don' t care 
whe t argument you use. 

I mean here are a lot of babies that are in process of 
being born, and there are not so many doorsteps, and I 
can see where they are coming in terms of having to 
finance them. I mean this thing that Douglas was talk­
ing about yesterday is perfectl y typical. They look 
all ar ound the place and they decide that the Govern­
ment ought to go in the underwriting. business. 

Toe point tha t I was kidding with Jak~ about is this . 
I mea n it all gets back to mental and physical limita­
tions, that s the thing, and that ' s why I say, should 
I do t h1s thing? 

You do have to select . 

Pardon me? 

You do bsve to select. 

I ' ve done tbis thing now for five years, and it gets 
down to the physical 11mitations to Wbat a person -
what I personallY can do. I can't do. any more what I 
used to do, Jake. I can't make these fights . I can 
lay down certain tbings , but I can' t do the t hing that 
I used to do. 
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(On phone) Yiss Chauncey, please . 

I can ' t do it any more. 

J.SO 

(On phone) Miss Chauncey, somewhere or other there's 
a copy of my letter of October 5th to the President . 
I 1d like to nave it please . Uy October 5th letter . 

I mean that ' s why I keep s aying to you people - I mean 
it 1 s very nice to say , "It ' s your responsibility, n 

and this, and t hat, but in Nashington H.M.Jr. - I can 
do just so much, I c an• t do it all . And I don't 
think - I mean that ' s ell I mean by saying it isn' t 
fa ir - just simply, "Well , this is your baby·" You cs n 
say t his bas been Jesse Jones • baby for three years, 
four years, f ive years. What have we got an Interstate 
Commerce Commission for? And •••• 

llon• t you get •• •.• 

My point is - the point of it is, Viner ' s s t atement 
is accura te if he had' jus t c:-tanged one word - "They ' re 
all the President' s babies.• And they 1 re your babies 
to the extent that the Treasury is involved in them, 
and no f urther. Now, take the railroads , for instance . 
!here is an example . ihere is a problem, I 1d say more 
accurately, vital to the Secretary's interests , not his 
responsibility . 

I kn011 O¥hat J u e - Jake has got my inter est at heart 
as well as anybody . 

I don ' t mean you should take over the railroads or the 
railroad problem . 

It ' s a possibility . I mean you go into the thing, and 
when I once get started, I do a thorough job, if I say 
so myself . No•·•, it's just a <,uestion, should we get 
into it? The Presi dent may s&.y right off the bat, "!lo . • 
I don't think he will . But should I inject myself into 
this? Because Douglas can' t do it. Hell, Douglas 
hasn't ~ven seen the President, a nd a s he said , "I've 
been there ten days end I •m still turning around trying 
to find a pl ace to lie down.• 

I mean you • ve got to - here 1"/allace comes over here -
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New York Ti mes - I d i dn ' t give that t o New York 
Ti mes - t hey have a stor y , what did we call a 
s pecial session for when we don ' t even know what 
the agricultural program is. I didn' t give t hem 
that story . "Farm Bill Views Divided as Measure 
Still Far f r om Completion, Though it is Extra 
Session's First Purpose." That ' s the headline. 

Toey •re right . 

Yes . 

I ' d like to make a sugges tion. 

Just a mi nute . Now, we 've got to hand~e t his 
agriculture thing . ihere ' s no i f , and , or but, 
about it . We can' t let t hat thing go, because 
that is a very, v ery important decision. Go ahead, 
Herman • 

151 

Now, the lreusury has certain well- known fiel ds where 
i t appropriately operates: deals with taxati on, deals 
with bonds and all that sort of t hing . May I jus t 
take the five babies thnt we 1 r e talki ng about - is it 
f ive , George? 

rour . 

I agree with your analysis . And then ask your s tarr 
to come back and tell you - noH, wha t phases of each 
one of those does the Treasury properly belong in and 
could you deal with? Now, take , for instance, r ail­
roads . Now, there are t ax phases of the r ailroad 
probl em ln which we ought to interest ourselves . If 
so , that is our l egitimate i nterest . But to think 
in ter ms of it all bei ng our responsibility seems to 
me - it not - it is not merely a question of your 
health and your strength; it is a ~uestion of the 
proper functi ons of the Department . 

*ell it is a personal rela tionship between the 
President and ~self which enters into the thing . 

That ' s what 1 have in mind . What things shall you 
speak t o him about or bring to his a t tenti on? 
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It Just so happens tha t right now he seems to want 
my advice more than usual . I mean he seems to be in 
that particular phase just now. Now, you put down 
public utili ties, railroads • • • • 

Capital market. 

Housing, capital market . 

Housing and capital market. 

(H .M . Jr writes down di£ferent items) 

··ell, can 1 t you acquire by elimination right here the 
two which you think would have the greatest possibili 
in order not to scatter your shot, in order not to -
I agree with w~a t Herman s aid, but I think there are 
only t....-o of t hem that really do present 1m.alediate pos­
sibilities . 

All of them have import ant Treasury a spects . 

I would pick two out of the four . 

What would your two be? 

I would pick the utilities &nd the capital market . 
Tcose are the ones thLt aren't so sick that there 
can't s omething be done ~bout t hem. 

~ell, let ' s just put it in this way, for the moment, 
for this morning . I ' m going to ask Magill, after you 
see Douglas , to collie ba ck and s ay on the taxa tion wha t 
you believe are the phases of taxation t bat you and 
Dougl a s believe are holding back the capital markets , 
see? Now, does that - that ' s a reasonable request , 
isn't it? 

Oh sure . 
Now, that takes care of our angle of it. And then, 
at the same time, a sk Douglas if he ' d t ell you whot 
phases of the capital market which ere outside of the 
Treasury in his opinion should be changed to get the 
thing started . Becaus e , while it ' s not on the agenda , 
we have a Congress coming here in a month ; in other 
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Nerds, I •m thinking in t erms of new legisla tion. 
I s there any legislation which is necessary a t once 
to assist in the opening of a capital market? See? 
i''irst our own t ax thing - what ' s the matter over 
there? And on tlltt thing - this is a horseback 
opinion; you may all Jump on me - my own opinion is 
that I' d take everything that has to do with the 
stock market which i s in the Federal Reserve and 
take it out of there and put it over with S. E. C. 
Am I wrong? 

I 1m not sure, but you may be right. I mean I •m -
at first I thought •••• 

I mean Just let me explain th&t to you. And as I 
sai d , norseback . This r esponsibility is too divided 
a round this town. Now, I 1d much r ather - I don't 
nant to, we can' t give up our t~xing rights; but 
certainly this questi on of t he responsibility of t he 
stock market should be in one pl ace . 

I think so . 

What? And we know t hut the Federal Reserve are too 
slow. 

Well , I tnink the r egulations ar e awfully cumbersome . 

And it ~ould be much better t o pl ace t hem all in one 
place;and let them be wrong, but &t least have the 
responsibilitY. 

Well , at the President's request I worked for six 
months With t hat crowd over a t the S. E. C. in an 
a ttempt t o amend t he Securities Act. I know those 
men intimately . Douglas is a for mer s tudent of mine, 
and I know - I knew Landis; I •ve known him for years. 
My impression i s tht t tha t group over there are going 
a round and trying to find tha t the different problems 
t hey haven' t solved are in some of the other organiza­
tions and are not r acing them immediately, so far as 
their own organization is concerned . And I think • • ••• 

Well, I have no doubt that you'd be right , but I jus t 
don ' t feel personally tha t at this stage I want to•t 
into that . 
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By the same token, I aon•t think that the rest of 
us ought to be getting high blood pressure over 
conditions that they have brought about. 

154 

True, and that is why when Mr. Ransom asked me t o 
sit in wi tb the Federal Reserve and s . E. C. on flonday 
on this question of stock market , I refused . I 
refused to sit in on it, because I ' m sick and tired 
of a~ving the Federal Reserve use me as a stalking 
horse to get t r~m to do things that they should do 
themselves. That goes for S. E. C. But that has 
nothing to do, Herman, with this suggestion I am 
making to Uagill on capital markets . 

·.7e ought to c lean up your part of it . 

Our part of it. 

Don' t you think as a preliminary there ought to be a 
very short report to go to the Pr esident, listing what 
you t hink are t he principal difficulties in the situa­
tion now, and then perht.ps with a couple of supporting 
memoranda on the public utility and the railroad thing , 
just to present the administrative problems that are 
general Administration problems , as they are seen by 
our observa tion? 

No~- no, if you don't mind , Herbert, that isn' t the 
way to t&ckle tnis tning . I mean I wouldn't ·.rrite 
him a letter Wlless I could say to him, "!low, public 
utilities - this is .vhht is the m<ltter , this is what 
I recommend . " Now, I don't Kno.w enough about it. I 
\vent to talk to him, you s ee . He ' s getting too many 
of these general statements. You don' t mind my coming 
right back a t you - I mean you come a t me again. But 
that at this time isn' t the way to handle the President 
on this thing. He ' d come right back - "O. K., Henry, 
now what ' s the matter with it? You sit down end tell 
me ." Well, I just don ' t know. I mean he ' s gettine too 
many general statements . 

But I will s ee him and I ' m simply going to talk to him 
very quietly and simply say to him - give him this 
list and get him to put his own mind on tllis public 
utilities. Nobody cen do the public utility thing for 
bi .m. Uy God, he started in · ~8 talking about weffle 
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irons - boys used to suy that that was the emblem of his 
campaign - the waffle iron. I sent him one for Thanks­
giving as a present, as a Joke - an electric waffle 
iron. And he had me sit down with the public utility 
people in New York and we worked out the so-called 

- Adirondack pl an of !•24 per mile for rural lines. So 
this thing goes way•, way back . He 1 s got to clear his 
own thinking. Which all pr actically gets down to 1 does 
he want the public utilities to develop and make some 
money, or does he want t he Government to do it? tlow, 
it' s as simple as tha t . He bad Her man Oliphant develop 
this little private- this Government agency, ••..• 

Rural Electrifica tion. 

.••• to fi nance the electricity boys . Now, do we want 
· 1D push tha t or have him do what he s aid in the housing 

thing - "I ' m sick and tired of having toe Government 
monkey with this thing, and I want to help private 
contractors t o go ahead and help with housing . " Now, 
which does he want to do? It isn1 t very difficult. 
But all the memoranda in the worl d from me wouldn ' t -
be ' s got to face t his thing in his own room and decide 
which way he's going to go . 

At least be ha s to be t old what you think are the • ••• 

What? 

At least, don ' t you think, be has to be told wha t are 
the principal things. 

Ob yes, I'm wil l ing to go up with this list . 

And they all go outside of the Trea sury, every one of 

them. 

That's why I don' t want to writ e about it. I ' m 
impressed - I mean I ' m impressed with the seriousness 
of t his thing . It' s no cinch . I don't know that I 
can 'get to first base on it, but I'm willing to TY, 
if you people think I sbould . You all think that 
public utilities i s t he thing to t alk about . 

And the capital market . Tbey go together, because 
you•ve got to loosen up that situati on so that it will -
so things a r e going to carry taemselves. Your tendency 
is the other way . 

Regraded Unclassified



( 

Rie£ler: 

Tayl or : 

H. :J. Jr: 

( 
Oliphant : 

ti •• • Jr: 

( 

156 

- 22-

What you are saying, as I see it, is this: that if 
you get a market for e quity capital - you ' ve got a 
declining business situation which isn't very f avor­
able in any c ase; some decline, slight or large -
tha t the utilities are in a better position to take 
advantage of it quickly than. anybody else. 

Yes , because they are not so sick . That ' s t he r eason. 

I've got this thing . I t hink Riefler• s - plus the 
t alk with Douglas yesterday - I think that the thing 
is not for me to get bogged down into too many admin­
istrative details, but just s it down with t he Presi­
dent and bbve a heart-to-heart t a lk with him on 
utilities, and which way is he, Franklin Roosevelt, 
going? !low, i f he ' s decided that he doesn ' t want 
t hese publi c utilities to go any further, then the 
Government better make up its mind to get it in a 
gr eet big way, which he is not prepared - but i f he ' s 
going to let private fellows do it, let them get it. 
But the job ' s got to be done . He ' s get all the f acts, 
huh? 

Well, I t hink it t akes you 
Lillienthal-Morgan s crap . 
1 t .... 

immedi a tely into the whole 
If you want to get into 

I ' m not going to get into it, Herman. He can make 
up his mind just as quickly - nobody helped him make 
up his mind on this housing . He wants it oone with 
private capital . But he ' s sick end tired of t hese 
condemnati on proceedings, high cos t of l and, Dnd all 
the legal entanglements - Gr eenbel t - hi6h cost per 
family . 

Mr. Mahoney c erta inly told LaGuardia in New York. 
He says the only tning that LaGuar di a bbs done i s -
Urs . Astor sold him the land a t 50 percent of the 
value P'NA tore the buildings ao~n and did the excava­
tion;'they ended up by buildings which cost Sl l , JJO 
per family . nnd he says that ' s the only tb.ing that 
LaGuardia has done since he ' s been there. Be sai d 
everything el s e bas been done by the Federal Govern­
ment . Which is true. I me11n Vlilliamsburg and the 
one up at Harlem - all Federal proJects , entirely. 
And LaGuardia hasn't got any more to do with it than 
anybody else . 
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Well , I feel all l'ignt . I think it ' s a good 
meeting . I 1ll do what I can. 

J ake, I think it would be good if you' d come 
back again next ThUI'sday end Friday . How a!'e 
you fixed? 

•'I ell, I could come b~;ck fol' Fl'iday and Monday, 
stay ovel' the week-end . That ' s easiel' for me . 
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Well , supvosing you give me a call about Tuesday , 
huh? 

(Nods yes) 

Let' s see bow it is then, huh? Let's see how 
a long. Tnen I will nave seen the President. 
be back here Tuesday . Supposing you cell me . 

(Nods yes) 

All l'ight. 

we get 
I Ill 

'olha t? 

Wha t do you thi~ of tha t lettel' (October 5th, to 
tne President)? 

It scares me . 

1'/hy? 

It leaves so 11 ttle l ee·Nay; everything is so sewed 
up on the expenditUI'e s i de . 

T!'ue, but why not face it? 

Oh, I say, sure, it ' s good . 

But aren't those figures surp!'ising? 

They are to me. 

'l:hey •re frighteni~g. 

In other words, you get yourself tied up ahead without 
realizing it, and • • ••••• 
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Sure . It took t wo weeKs to write t hat let ter. 

You've got serious t ax quest ions on tl~ee out of 
four of your major 4uestions tner e , and I hope 
t11a t on November 4 or thereabouts, the President 
will really go into those . 

ne will . He said he ' s ready any time we ar e . 
Any time we 1 re ready, he ' s ready . 
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Everybody else has seen this? You (Taylor) haven' t 
seen this . 

No, I haven' t seen this . 

You were away . (Hands Oct . 5t h letter to Taylor) 

No , and taut ' s all the more r eason, in this t a lk that 
I want to give - I want to get in, when they t a lk 
about ba lancing the budget - "\Vhat a re we up against 
before .ve start to b&l ance it?" V/e 1 r e up against 
tha t . And that ' s wny it is so important, before they 
vo te another dolla r, to t ake a look at i t and to 
unt&n!!le some of these , and I think that ' s the prin­
cipal contribution I c8n make on it. 

Yes , wnat 1 s gone behind, tiult •s rigltt . 

But give them in d et a il some of tnis stuff, what we 
~re up against, Lnd tne hel p th~t " e need from the 
country is t o untll ngle th t s tuff, erui I tnink that 
if I ~aint th~ t picture ver y, ver y frankly , give t hem 
t ile f acts before we s t11rt even to talk of balancing the 
budget - •Gentlemen, this is wha t the situation i s ." 
See? •Now, this is what the situation is . Now, l e t 
me tell you the various things which are on the books. 
And He need all the nelp we can get to get ourselves 
out of t his sit uation.• Now t hat , to me , is the mes­
sage which I c ould give on the eve of Congress . I 
don ' t see anything more important that I c ould do . 

Incidentally , that young man is nere . I forgot his 
name . 

Lucius 1/ilmerdi ng . 
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Tha t ' s it . 

Yes , and Riefler thinks he 1 s one of tbe ablest people 
on writi ng around here, and I told McReynolds to have 
him go in and see you, George . 

Mac called me about it . 

lie thinks be 's very able. 

You wanted to use bim on t ha t other job we bad to do 
in November - housing. That ' s what be's been working 
on. But we can • • •• 

• 1ell, we're going to cut him loose and put him on 
this. 

Nell, I just saw tha t one example, but I was impressed 
wi t h i t. I think you might try to develop him, per ­
sonally. 

Uac thinks he ' s very able . 

I would try developing him on thut line . 

O.A., we'll try him out. 

Huh? 

J.ry b.im out. 

Because - well 

Her man, when are you going to have something about 
Commodity Credit? 

About any time you' r e ready to talk - and Wayne . 

I can let it go until next week . 
slide until next week. 

I ' ll let that 

Now, I won't see you again (to Ri efler) . Would you 
call me up Tuesday and find out wher e we stand? 

I •m probably coming down next week. 

Fine, fine. 
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They're having a dedication of the Federel Reserve 
Board Building and I thought I ' d like to see the old 
crowd ...... 

Oh, of course, fine. 

•••• get dedica ted. 

l'' ine . 
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Hello 

.Morning - Hello Dan. 

October 15, 19~7 . 
9 : 37 • •• • 

I Just wonder ed how you were going to be tixed thie 
morning. 

Well, how muoh t i me do you want . 
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Well, I ' d like you to look over this summation again. 
I made quite material ohangee in it. I wanted to go 
up to the White House - Hyde Park this afternoon on 
that tour o ' clock plane. 

How about eleven thirty. 

That'll be tine, it that suite rou. 

Yes. 

All right. 

Now wait a minute. I want you to have tor me Tueedar 
the informat ion - we want to write the Preeident 
a letter - I don't know whether it was you or not, 
but letting him know what t he situation is in re­
garda to expenditure• tor agriculture tor this tieoal 
rear. 

Yea 

Bee what's on the booka-

Yea 

Inclu.d1ng Bill lolyere' tort7 aillion, including 
Section 32, Oustoma money, everything. 

All right. 

And what the obligations are tor the next fiscal 
year, even though the moner hasn ' t been voted. 

Yes. 
In other worda I ~~ay want to write hi• a letter like 
the other one, 'but Just devoted to agriculture alone . 

Yea 
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Bee 

Yee, we can do that. 

Now, I'd l1ke to haTe that Tueeday beoauee - get 
hold or George Haae, m&ae notee yeeterday - get h1a 
to tell you what happened here 1n regard to Henry 
Wallace. 

Uh- huh. 

Bee. 

D1d you haTe a conference With h1a? 

Yee. For an hour and a halt, - George kept the 
alnutee. 

I eee 

And get h1a to tell you h1e attitude and how he 1 1 

th1nk1ng. 

All r1ght. 
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It' e aoet 1aportant beoauee everybody elee 1B a blank wall 
except Wallace. 

Yee 

And we aay haTe to wr1te another letter, Juet on 
agr1oul ture. 

All r1ght. I 1ll eend you that 

F1ne. I' l l eee you at eleYen th1rty. 
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RE Cv'R'!AIIJIENT OF P7/A AND RFC Oct ober 15, 1937 
lh30 a .m. 

Present : 

a . J . Jr : 

Tqlor : 

il . ... . Jr : 

Taylor : 

;; , . Jr : 

taylor : 

li. .o1 . Jr : 

Taylor : 

H.M. Jr : 

Taylor : 

ll . I. Jr : 

Taylor : 

llr . Taylor 
llr . Gast on 
Kr. Bell 
Mr. Lawt on 

I ' m ·.vaitlng f or Mr. Bell . Let me make you a li t t l e 
s peech, see . You (Taylor ) say to me 1n one br eath 
that the most impor tant t hing to do now is to let 
the business world know, do we want the~ to go &head 
and make some money . Se e? 

Uh- hub. 

Come i n, gentlemen . (Bell and Lawton come i n) 

Now, I say to you tha t 1 was never more f i r mly con­
vi nced tha t the best message t ha t t he business wor l d 
can get is that R.F. C. Gnd Public 1'/orks are t hrough . 
llow, you can' t do it half- wuy . 

No, I differentia te between the t1m . 

,/ell, I just can' t understand you. 

And I 1 ve got .... . 
Because I - \'layne and I have got e little er gwnent on. 
I ' m trying to convince him. 

I think there' s qui t e a dif fer ence bet ween subsi dy 
grants , etc . , and the avail abili ty of cr edi t . 

What ' s that mean? 

Jus t what it says . 

All r i ght, now listen. And so what '' 

I t hink you should cut down at t he present time ever y 
subsidy tha t it i s possi bl e to cut down, but I don ' t 
t oi nk you c an a fford t o cut down t he evai l6cbil1 ty or 
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cr edit a t this particular time . 

Vle •re not - let t hem go to the legi t i ma te s ource, 
which is private bu~iness . 
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But the legitimate source i sn ' t functioning . In 
other words, all this stuff about t he capi t al mar ket 
that you have neard t i es right into t ha t s ituati on . 

Now listen, '(layne, where - you and I have got t he same 
objective, but, if you don ' t mind my saying it, I 
don ' t think you' re right . No'" • I gave you this week -
but I wa.nt you - wnile I •ID tslking forcefully on it, 
t here ' s nothing personal . I 've beard these different 
people say it, and I tnink they ' re r i ght - a bank, 
an investment house - "We can' t compete in maki ng a 
loan witn Uncle Sam .• Now, ther e ' s no use of a rguing . 
If He want to loan ten million dollar s and we know 
Jesse Jones is there, we can' t compete, and we •re not 
ISOing to . 

Now, what I say is tl'lis, and I 1 ve done 1t before: tha t 
if this t hi ng is stopped snd then llr. Ri efler comes in 
to s ay to me, • I know of a small company that wants 
financing on a basis of two a nd a hal f times its 
earnings, n then I c an say to him, 11Al l right, give me 
the name of the company and I' ll get them the money, 
and I'll get it from private sources"; but I can ' t do 
it as long a s the private sources say to oe, •Well, 
llr . ~orgenthau, we can ' t coJDpete with t he R. F.C. • 

Now , i f I ,·!II wrong - certainly it couldo 1 t be any 
worse than it is now, because we•ve got e COIDplete 
f r eezing of cr eoit . If I 1 1D wrong, I can always say 
I •m wrong, and cr eate a new kind of an organization 
to t ake car e of a special situati on and get the funds 
to do t ha t special Job; but not have them take Bell ' s 
money end IDY money which has come i n, and which we 
are on r ecord t hat we want to r et ire the public debt 
wi t h, and use i t for some purpose that it was never 
s upplied f or. 

Well ••• . 

Now, to use a case i n point. This is wby I feel so 
s t rongly on t his subJect. And it ' s just the same, 
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because it' s no different when you're talking with 
Ur . Doughte n , and when i t boils ell do~~ . he ' s more 
interested in t hose three Alcohol Tax fellows than he 
is in the tax program. I had fifty different commemora­
tive coins that fifty different s t a t es wanted last 
year · You couldn1 t get a bill through, end I single­
handedly said t o e&ch one of these Senator s and Con­
gr essmen in fif t y communications, •Gentlemen, it's the 
Administra tion pr ogram - no more commemorative coins. • 
And each one looked - • Does t ha t go for so and so? 
Does tha t go fo r this fellow?" 

11 No more . " 

I s&id , "tlo more co:llllemor-6tive coins for anybody .• 

They wouldn ' t vote the bill through . And the Presi dent 
never had a kick, and 11e went through with no bill, and 
I stopped a ll commemorative coins. But if I had slipped 
once, made one commemorative coin, I'd have been out. 

Now, Nhat I say i s tha t when these lists are published 
and Ur . Jones and ~r . Ickes can tell ever y Senator and 
every Congressman, "If you ' re not on the list, terribly 
sorry, gent l emen, you ' re out, " that s tops that, and 
that puts that money in ther e . And then we have a 
situation which we ' ve been working for now for three 
years : to force t hese things into liquidation. And I 
say it ' s got nothing to do with t he capital mar kets . 

Well, thut is the place that we don' t agree . 

You can 't, Wayne , just os long as there is a loophole -
Dan and I have just burnt our hear ts out on thi s thing ; 
we ge t sick of it . And Harold Ickes has sa i d to me, 
"I ' m sick and tired of being the whipping boy and 
navi ng them t ol d I won't give i t, and then having them 
go around a nd say they can' t get it .• !low, this is an 
accumula tion of three years . I mean that . 

llell, I tbink 1t i s terribly important to make the 
differentiation tha t I am talking about. One is a 
direct grant, which is an out-of-pocket expense, 
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isn' t it? 

Yes. 

And the other is the a vailability of credit . 

Are you incl uding in that latter the Commodity 
Cr edit"l 

Well, it ' s in that whole group, Dan. 

Part of tha t is a grant , too, you know. 

You mean .••.• 

It's a loss ; just a s well be a grant in the first 
instance , so •• • •• 

Let's construct it like this . Dan can c heck me on 
this . I mean I'm describing it in my own terms. 

Go ahead, s ure. 
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You've got a t a given period, you see - you say you•ve 
got no indebtedness . r•m jus t t alking t heoretically. 

Wno? 

This i s a government with no indebtedness, with income 
and outgo just balanced . Lovely situation. And then 
you get a tough period - war, whatever it may be -
you see, and you have to borrow in order to be able to 
finance it . Then you - let ' s say you have your regular 
revenue; regular revenues end regular expenditures before 
that happened were five apiece, see? In balance. Now 
you' ve got another situation, wi th this indebtedness, 
which ha s been spent. Now, it hasn't created any new 
useful thing a t all. So that you have unusual expendi­
tures on one s i de, carrying charges, you see, of an 
additional one; and you r a i se additional revenue of 
an additional one over here. Those aren' t recoverable 
assets a t all, are they? That's just gone; it ' s been 
shot up in powder . 

Then you have another situation, where you have made 
what you think are productive investments. 
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Go abead. 

Tbat goes over in anotber box, doesn't it? Put it 
over bere (drawing diagram on paper). At one time you 
have spent, let ' s say, ten billion dollars as an invest­
ment in a recoverable asset, and in order to· do that 
you have created an indebtedness over here of ten 
billion dollars. 

Yes . 

But you expect tog et that back, don ' t you? 

I'm listening to you. 

As long ~s tbose two work out satisfactorily and you 
are able to keep that revenue a t six, see - combination 
of the two - and you've got this one wbich is working 
down, because that ' s your carrying and your reduction 
charge on that - now, tha t' s all right, isn' t it? 

I don ' t know; I Nant to wa it until it comes to the end . 

Vlell , I'm l eading you to this point, that - remember 
Jesse when he said he could balance the budget in a 
given year by seLLing his a ssets; you wouldn't have a 
balanced budget at all, would you? 

tlo . 

By the same token, if you speed up t.bis r ecover y here, 
which is out or tbis ten, you haven't got aey more a 
balanced budget by doing that tha n if you•ve done what 
J esse is talking about. 

But that isn't my objective . 

·,-;ell ..• 

But that isn' t my sole ob jective. Emphasis: that is 
not my sole objective. That isn' t wbat I'm • •• • • 

We ' re coming to that. 

But t hat isn't our sole ob j ective at all . 
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'then you•ve got a situat ion where you' ve had this 
amo~t of credit available pumped into the system. 
Let s say that in those r ecoverable assets happen to 
be approximotely, let• s say, for any length of time, 
four , on which is based a credit structure of, let ' s 
s ay, five tlmes ths t ; in other words, that ' s twenty, 
isn• t it? Now, f rom 1929, for example, to 19.36, you 
have had a reduction in private credit available of 
a very large amount, haven't you? 

From when to when? 

1929 to 19.36 . 

No, the credit ' s there, but they won' t loan it . 

Well , it's been a great reduction in credit outstand­
ing. 

But don' t for get that each week now for- I don •t 
know, for a year - the amount of commercial loans 
is steadily increasing . 

Yes, t ha t ' s a l l right . 

And t he money is there. 

But it isn't going into this productive group here. 

True, but you see, .'layne -I mean I don ' t know how 
much- I cs n' t ask- it's awful hard to take the 
time. I mean in Washington you ' ve always got to first 
think -you' ve got your economic, scientific way to 
approach it; then you ' ve got your i ndividuals. Now, 
we ' re dealing in this case with a man by the nome of 
Jones and a men by the name of Ickes, who ere much 
more important as individuals - t hey count much more 
than t he economics of the thing. 

But I wouldn ' t be doing this if I wasn ' t so firmly 
convinced tha t this is one of the ~ost constructive 
moves in the right direction. Now, the answer is, 
following your plan, tney 1re not getting the money -
business - notwithstanding that t hey ' ve got all of 
these credit agencies here; they ' re not getting it; 
so let ' s s t ay Jus t the way we are and do nothi ng and 

Regraded Unclassified



( 

Toy lor: 

H . .... Jr: 

( 

169 

-7-

leave Mr . I ckes and Mr. Jones go; and business still 
isn' t getting financed tne way it snould . 

uh-hun. 

Now, I say just as long as they are ther e and Just 
as long as they are i n competition with private capital 
tha t private ca pital feels they are licked and they ' 
won' t compete . No11 1 that ' s the wnole t hing . 

And tnis thing is moving so beautifully - I don' t know 
whether I've had a chance to t ell you. And this is 
ver y confidential. As we tighten up now, this gets t o 
tne guts of the whole tning. You ' ll have t o t ake my 
wor d for it, flayne, even t hough you s ay, " Well , l:lenry, 
I don't agree with you." But you'll have to take mY 
word for it, if you d on't mind , and l et me go ahead . 

The grea t t hing tha t I feel we did when we tightened 
up this thing - on u ca sh dr awer basis , for the first 
nine months of the fiscnl year we're only out 288 
million dollars. Now, the thing I was afraid of was 
that tne people in Washington would go to the President 
and say, "This i s terrible; t hey 've got to s t art doing 
this thing again by the government . " But that ' s not 
been the reaction, and tha t ' s wcy I ' m so encouraged. 
His reacti on is, as t his thing i s tightened up, that 
we mus t do e verything we can to encourage priva te 
enter prise to do this Job . And he ' s t old me - I d on 1 t 
~now whether I've seen you (Bell) or no t - that one of 
the things he wants to do is housing, &nd he doesn't 
want the government to do it; he wants priva t e contr ac­
tors to do it. He ' s going to call priva t e contractors 
end labor unions into a very quiet secr et meeting and 
see bow he can help t hem to do t he job with private 
capital. 

In other words , a s t he shoe begins to pinch, with a 
balanced budget , as the United States Government cuts 
down expenditures, which way does t he President look 
to start this t hing going again? Re looks to see 
bow be can help private business do i t. Now, i f we 
weaken on this front, t hen immedi a tely the whole thing 
we have been working for , t he whole philosophY, which 
is your philosophY, falls by the wayside, because osain 
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we 've got government in competition 1n the lending 
business , and the people who own money will not lend 
in competition with their own government. 

Now, I say I'm on t he right track . I say this, that 
we d i d our job; it was mos t i mportant to have these 
agencies . I say they hnve ended their usefulness. 
Now, if ther e are special situations which arise, like 
t he railroad s i tuat i on, then I s ay we should have courage 
enough and intelligence enough to go to Congress and say , 
"lier e 1 s a plan which needs financ i ng . ile want E r ailroad 
administration - finuncing agency to handle it." But do 
i t on a special basis, and not take Bell ' s money and =r 
money to do these things for purposes that that money 
was never meant for . 

hnd I say we 've got to make this shoe pinch and pinch 
hard, and we may have two or three months of bad times; 
but if t he Presi dent of t he Onited St ates, who i s the 
only fell ow who can decide this as the shoe pinches , 
already is leaning toward private business, I s ay for 
business 1 t is the mos t encouraging t hi ng that 1 s hap­
pened since I've been here. But, by God , Wayne, you ' ve 
got to make it pinch. And this thing is going to make 
it pinch l ike hell, and i t ' s a beautifully done docu­
ment (proposed secti on of bud~et message dealing with 
di scontinuance of PWA end RFC) • 

And if t here is one single loophole - just like =r 
comme3orative coins; if ther e is one single loophole, 
I •ve got t o produce 50 commemorative coins . But as 
long as I said, •No," to everybody, I got a•~tay with 
it . And just a s long b S there is a loophole tnrt a 
Senator or Congressman cen go around and either bor row 
money or get money given t o his colll!3un1ty, we ' re sunk. 
And this thing has closed every single loophole . And 
when they are closed, t hen business no longer has got 
a single possible excuse to s ay, •we won ' t lend ." And 
then i s the time - r •ve never since I •ve been here made 
a speech pounding business for not l ending, but when 
t his t hing is closed and t hey don ' t lend, t hen I ' m 
willing t o hit and hit hard , where it bel ongs . 

Now you c ame back r rom t he \Ves t and sai d the one thing 
you' rel t was mor e impor t ant than anything else was to 
show business - the community in this country - are 
Ne going to continue on s priva te profit business 
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system, or are we going for ~ocialism? Here ' s my 
answer, and I should t hi nk that you ' d take it so 
quickly. ~ere ' s my answer , and I s ay t hat I 
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honestly and firmly believe that once the President 
signs tha t thing - it may come temporarily as a shock, 
but once business gets the significance - and t ha t's 
why I ~anted Herbert here, to get my philosophy - I 
t l:link it 1 s t he most encouraging thing t ha t 1 s happened 
1n three years. 

You (Bell) certainly check with me, don' t you? 

I certa i nly do • 

And I just don't s ee, /layne - just as l 4 a~ yo'n are 
weak, just a s l ong a s I am weak, I 1m uncertain of my 
gr ound, tnis whole thing - why, hell , if I left any 
l oopholes i n tl:lis t hing , I 1d say to Dan, •Plea se don• t 
send it ." 

Now listen, old man, do you mind if I go ahead, because 
I never , never felt tha t I was more right tha n I am 
now. Now, lf I 'm wrong - I ' m shooting t he works, and 
if I •m wrong - I' m doing what I a lways have done since 
I•ve been Secretar y ; I'm willing to stick my neck out, 
and if I'm wrong - ! 1 m always wi lli ng to risk my Job 
i f I t hink I'm right, becaus e I think it' s worth risk­
i ng, and I • m perfectly willing to risk lilY Job for this 
document . I mean that's ho~ strong- I ' m willing to 
bet my Job as Secret ary of t he Treasury tha t I'm right 
on this document . ll01v, I can• t do anything mor e than 
tha t . 

No . 

That's how important I think it is . Wayne, you ' ve got 
t o either go through - either go through with this 
t hing, ttehten our belts, and s ay, •By Jesus, we're 
going to sweat t his t hi ng t hrough because we think 
we ' r e right, and we ' ll just force these fellows t o 
l end," or, •We ' ll continue the middle of t he road,• 
and t hat's just where you don't want us , because how 
the hell does business k.now whe ther gover nment is 
going to do it or pr i vate business? 
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I don ' t t hink that t his particular thing changes t he 
odds . In other words, competition with priva te bus iness 
in the lending field i sn' t the i mportant thing . 

Well, if you don' t mind , I ' m going to go ahead with 
it . 

Well , you wouldn 1 t want m~ to be around here if I 
didn' t tell you I thought there was a difference 
between the two. 

That ' s what you ' re here for. 

That ' s what I ' m nere for . 

And you don't mind if, after listening to you, I differ 
with you. 

Not a bit . I would like to emphasize the difference 
between grants , which is the stuff you s hoot out the 
window, like you do in a war, and the availability of 
credit . hOd at this present juncture I question very 
seriously whether we can take away the availability of 
credit - I think it will be considered deflationary -
until you nave fixed up the capital market, privat e 
capital. 

Of course, ?layne, on the economic system they both 
arrive at the same point; they ' re both improving 
property • 

. 
'l es 

1 
but in terms of your pic ture ••••• 

And my a nswer, if I may have the last word, is that 
just hS long as we nave the system the way it is, 
we•ll never fix up the capital markets and we'll 
never make private credit available. J ust as long 
as the thing is neither black nor white, and just 
as long a s there is this looseness bet ween the Govern­
ment and private industry, privat e lending, I believe 
we can't break this ja.m. And the only way 11e can 
break it is to do something , and this i s it . 

•I ell I completely agree with you, but I don ' t think 
tha t'you have fixed up what is wrong with the privat e 
market. 
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.knd therefore, I think you have to do that at the same 
time you withdraw the other one . 

There are two big pools here, and we 've got to irriga te 
this f ield . Now, we're irriga ting it mostly with 
Government water . 

Uh-buh . 

But the other water is there - unlimited amount of 
wa t er in the other pool. Now, all I am s aying is, 
I want t o shut the gate to the Government water and 
try to open up the gate to the other. I don' t say -
and wha t I say is that we can't draw on t he priva te 
irriga tion water until He shut off the Government 
water . Because the fellow s who own the priva t e wa ter 
won ' t r ent out that wat er; they won' t r ent it out until 
the Government indica t es to t hem tha t t hey aren ' t going 
to irriga t e tha t any more with free water . 

Now, that ' s t he whole thing. And t hen, when t his other 
t hing cornes, then we 1ve got a Job to do, and I 1m willing 
t o t ake my share of the responsibility . And if the 
?resident over the week-end, when I was with him, had 
indica t ed to me - and I ~k damn good care to find out -
t ha t with this t hing tightening up, he was going to 
lean back und go back to start in priming the pump, 
I ' d say, "No, we can' t afford to take that chance. • 
But leaning the way he does , I say, •Yes.• And the 
answer was wha t he sketched to me, now he wants to 
handle the housing thing. Then I said, "I ' m ell 
right; I •m not t aking a very great risk." 

F'or the President to say to me - and were you there, 
Den wnen he t alked about how shocked he was that the 
irrtgatlon d itches out Vlest were being cleaned out -
he said , • IVhy , my God, the county should do that. ol'hY 
is the Federal Government doing it?" 

I said "You ~ow the City of New York - most of t he 
PWA mo~ey goes to 1 the maintenance of the city govern-

ment . • 

11 No , really ?" he said . 

Take a chance with me , wi l l you? 
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Never worry about doing that. 

AH right. 
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I mean you•ve got ~ differentiation between the stuff 
you shoot out the window a nd don' t get back , and the 
avai lability of credit. That• s the one comment I want 
to make. 

O.K. Now, wha t ' s the next move? 

I wanted to r ead this document, if you've got time. 

Yes, very much . You mean t he whole works? 

Uh-huh. I mean Just t he summation part . 

(To H. U.Jr) You' re good . 

I don ' t know. (l•S Taylor start s to leave) Stay 
here, let ' s hear it. 

Do you (Lawton) know Mr. Taylor? 

Mr. Lawton, Mr . Tayl or. 

Want me t o r eed it? 

You' re With me on this thing, aren't you? 

Yes, I think it's time to close up these governmental 
agenci es established as emergencies . Time to stop 
them and l et somebody else outsi de take it. .Vayne 
talks about getting them back , and I think thq t ' s all 
right, that ' s beautiful theory. But we t alk about the 
s ame way on loans on public works; we got them back, 
and we ' r e going to give them away again. Tha t ' s what 
we' re going t o do with R. F. C. We did that on the relief 
end with R. F. C., gave 750 million dollars worth which 
ori gi nally was a lo~ and is now cancelled, a nd we don' t 
see any of it . 

You do know wh&t Ne ' r e - I'm talking about . 

i:>ure but I think tne times has come to d ry up Govern­
ment' credit , unless we ' re going into anotner t ailspin. 
And that s eems to be somet hing Congress ought to deal 
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witb anew . 

Now, I took out all tbe comment on 1937, becauae it 
aade it a little too lous, and you commented ratber 
full7 on tbat in your July 1 statement. (Be&1Da read­
ing of proposed budset summation; rest of meetin& not 
taken) 
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GROUP YEETING October 15, 1937 
2 ~00 p .m. 

Present: Mr . Magill 
Taylor 
Oliphant 
Gibbons 
Baas 

H. :.I . Jr : 

JcR: 

!! . II .Jr: 

:lcR: 

t! . !L Jr : 

Graves : 

ti . IJ . Jr : 

Graves: 

ii .M.Jr: 

Graves: 

a .~.Jr: 

Gra ves: 

H.iL Jr: 

.t.lr • 
Ur . 
1!r . 
Mr. 
Mr . 
!.lr . 
Yr. 
llr. 
Dr. 

Uph8111 
Ucrleynolds 
Graves 
Gast on 
Viner 

! 

Mac, have you got that ~morandum on tha t - on t hat 
woman? l ~ 
I don 1 t t hink it 1.-ould do you any good t o call •••• 

~oell , I 1 ll talk about it afterwards . 

All right . 

You stay a minute . 

Har old, how you getting a long? 

Mr . McReynolds asked me t his morning to have for you 
at t nis time a brief memorandum of ~hat I am doins. 
I t hink I ought to g ive a copy to llr. Uagill too {hands 
J agill copy). I haven ' t had a chance to show 1t to him. 

Well, I don't think I 'll reed it now, but 1 1 11 take 
it with me over the week-end . 

Yes, sir . 
I wonder if there is anything special - jus t stay for 
t his meeting - anyt ning special . 

Not hing other than what is covered . 

Getting ell the cooperation you need? 

Fine , excellent . 

Who do you use aoyway? 
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Well , I have been, as I say in that memorandum, 
working mainly on Social Security, and am using the 
regular people of the organization down t her e who 
work on that subJect matter . 

Well, I'll look Dt that, and if there is anything 
special I• ll go over it. I won't take t he time now. 

(To Upham) I gather tha t George K. Cohan play was the 
hit or the A.B.A. at Boston. 

Is that what you got from my dramatic criticism? 

Yes, that mus t be quite a play . 

It is. 

What? 

Very good . 

Very good . Little rough, but ••• • 

What? On who? 

Well , on the President principally . 

How ' s the fellow who takes me off? 

- .. ,~ 

Well, he's really tne star of the show, I think, aside 
froo Cohan. 

I see . And it' s runny, though, isn't it? 

Yes, yes, I laughed tremendously. 

Is it a parody any more than a Gridiron show? 

I•ve never been to a Gridiron, but I think probably 
not a s much. 

I• m crazy to see it. 

Pretty rough on Frances Perkins. And - oh, they get 
in two - one or two d igs a t you. 

About the biggest deficit, huh? 

Since A~exander Hamilton? 
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You come home from the movies and explain to the 
President a t Cabinet meeting how Harpo Marx ••• • 

What ' s that? 

You show the President how Barpo Marx looked in the 
movies, and he has to call you down. 

How t he President looked in the movies, or how Barpo 
lla rx looked? 

Bow Barpo Marx looked. 

Stay behind; there ' s one question I want to ask you 
in private . 

Jake? 

Who , me? 

Any tl:ling? 

No, sir. 

All right. I'll hear from you Wednesday morning -
I. mean by mail. 

Or sooner . 

Or sooner. 

(Nods nothing) 
Bas Mac turned over that young fellow to you (Baas)? 

He ' s working . 

Is he working? Where is be? 

I don' t know where he is. I gave him a job. 

What's his name? 

Lucius Wilmerding. 
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(On phone) If llr. Lucius Wil.Jllerding is around 
somewhere, have him come up to Kieley ' s office; 
I want to talk to him. 
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I Just thought I 1d like to say something to ll!m. 

I•ve got this history of the meeting (with Secret ory 
\'lallace, October 14) - r uther long - for your di ary. 
(Hands t o Secr etary) 

Wayne? 

I 1d liKe to see you u hulf minute befor e you go. 

All right . Well, it will have to be in this process; 
each fellow takes his turn. But you can come up and 
whisper i n my ear . 

You and Her man going to have socetlling more for me 
Tuesday morning on ~ommodity Credit? 

Hope so . 

How are you (Oliphant) ? 

Fine . 

You look wonderful. 

I feel fine. I was about to say I was a l ittle dis­
couragea a t 1om Smith having urrangea tha t progrsm up 
there in Boston; made it unanimously anti-New Del!l , 
which doesn ' t sound like 1om Smith; but he arranged the 
program a nd everything. 

Cy Upham arranged t ha t program . 

Cy Upham a~d Tom Smith together arranged tha t pr ogram. 

I arranged it, and I got scolded for it. 

Somebody said in the newspapers tna t the A.B.A. was 
pretty smart, they brought a lot of f ello-s there to 
tslk against the New Deal . 

Well , Tom arr anged t he program. 
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Did be? 

Started off with his brother-in-law . 

Yes . Well, t alking about bankers as a class and not 
ais individuals, they never seem to learn anything 

guess they never will . • 

(Period of joke-telling ensues) 

(Gaston comes in) 

H.:I. Jr: You Just missed a good time, Herbert . 

~agill: What ' s your best banker s tory, Herbert? 

li . l . Jr : Her man, t ha t takes care of you? 

Oli?hant: Yes. One or two matters connected with Procurement 
t hat I think I can handle with Kac ; be can take it up 
with you if necessary. 

Magill : Shall I mention in here those charts tha t the St a tisti­
cal D~vision is getting up? 

rl • ..I . J r: Yes . 

agill : We ' re getting soDe ••••• 

H .. LJr : Tell it to them just the wey you told 1t to me . 

Magill : We 're getting some quite elabor a te information with 
respect t o the operation of the undistributed profits 
t ax ana the other corpora tion taxes , as r eflec t ed by 
t he 1936 corporation r e turns, the l ast r eturns to be 
f iled.' We now have a t abulation on l7J,OOJ corpora­
tions gr ouped by industries , showing wuat t heir total 
net income wa s and what the different t axes were, and 
the percentage of net income taken bl the Federal taxes. 
The next t able wnicn we will nave wi l be a further 
breakaown of t ha t information by income classes for each 
of the different industrial groups , showing more deta iled 
information as t o wha t their capital and surplus is, and 
wha t the various deductions wer e , and wha t the t axes 
were . And then finally we•re going to have a s till more 

Regraded Unclassified



( 

H.:I. Jr: 

Gibbons : 

:.! ~gill : 

H.M. J r: 

~cR : 

H. 'J .Jr: 

Jag i ll: 

Oliphant: 

H. :.! . Jr : 

Oliphant : 

!I . O: . Jr: 

!.!cR : 

{ r H. !.Jr: 

181 

-6-

elabora te study of the 184, I think it is, corpora­
tions which George Haas uses a s guinea pi gs for his 
purposes, to show how it affected them individually . 

•/ell, I think the significant thing, at least t o me 
a s a l ayman, is that for the first time we are going 
to really lUlow what this surplus t ax is, we ' re going 
t o s t op guessing like everybody else ; we 1 re going to 
be able t o tell them whatever the story is . Every­
body ' s been measuring these t axes i n terms of what they 
do to him or nis business . For the first time in the 
history of this country, we • re really going to have 
sometning that we know . Now, whatever the s t ory is, 
we ' l l tell t hem, but a t least we ' re going t o know and 
stop guessing, and I think ••• • • 

Will you have tha t r eady f or Congress by the time 
they .. .. . 

Oh yes , we ' l l have tha t ready this month. 

Mac, wil l you see tha t one or your pupils wil l be here 
tomorrow assigned? 

Yes, s ir . 

Make sure there is one here . This one i sn ' t goi ng to 
be here . I •m not goi ng to be her e . 

I t hink I •ll be here, because I ' m going to see Douglas 
t omorr ow o.oon . 

Do you want us ready on the Commodity Credit Wonday or 
Tuesday? 

Tuesday . I won ' t be here Monday. 

All right . 
I ' ll be with the President tomorro* and Uooday . All 
right, we 've got •••• 

Are you goi ng to be with uim when t he release goes up 
there f or him to s ign? 

(Nods yes empna tically) 
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Two and two make four. 

He Just might be there. 

You ought to see Dan smile . This budget sumoation 
is going up to the President tonight and there ' s three 
p~.oges in it that he "a int" seen yet, and he •aint• seen 
nothing until he sees those three peges . 

Dan says, "hre you goi ng to be up there when that 
gets through?" 

''l es, Dan . • 

"Well, I 1 l l m&ke you a bet t he President t alks all 
around it." 

"VIell, I don't know . All I will ask is to give you 
1Yes • or 'No ' by five o 'clock tomorrow.• 

Yes , I'll be there. 

Swell . 

Swell for who? 

Swell for the chance of getting it signed . 

Well , believe me, if he signs that, I consider it the 
most constructive step f inancia l Ly that ' s happened 
ar ound this t own almos t since I've been here . 
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Octo'-r 15, 1937 

!o: !he SecretarT 

hoa: Kr. Macill 

1. Cheaieal :Poand.&Uoa 

I baTe trauaHte4 th1e cue to the Oeaeral Couaoel for .., 

op1a1oa. lie will put U t hro'Qib tho replar ehaa:uola bot I thlalt we 

will baTe aa '"""er ecaparaUTelT eooa. 

2. llarleloa of l aooae tax fo ... -
!he ec.-1 ttea baa ecaplete4 1 ts war!< upon U.. f14uela!7 fo"ll 

filed. 1>7 truateee azul, u a reeul t of a oerlao of ecafereneeo wi th 

repreoeatatheo of the treat ecapaaho, hao ..,.,C.ed.e4 1JI el1al.D.&t1D& 

oae of the two for-o now reqv.1re4 without apparent looo 1JI the a4-

a1a1otra\1on of the tax. !he nn fora ltoelf will be ooaethlD& of 

aa t.proT-at oTer the old.. 

3• !ax reTlolon proe;r• 

I epent twa houro with Tlller thlo afteraooa &OlD& OTer the aa,jor 

reeo-ead.atlou which we are ecu14er1D«• 'fe are elooel7 1ll ecre-t 

on the aa,lor polnto all4 1JI coapleto egreeaent upon the ehanceo to be 

udo in the und.htr1lnlh4 pronto tax. 

I aa now e-enctac to recein oecttou of tho d.raft report u­

bo4T1D& a otat ... nt of our reec_,uuou an4 the reuona th4."'8for. 

I hope that we can ba ... 1 t ill ehape for 7our tical approTal a'bcnlt the 

en4 of next WM!<. 
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EXPORT -IMPORT BANK OF WASHINGTON 

WASHINGTON 

Dear llr. f q1ora 

I aiiOl.oea for 7uor co11tideut.Ul iDtonaatiou u a 
Mlllber ot tile Ad...UOZ')' eo-.ittM ot tile lr;port- z.port BaJIIt 
ot Wuhi.Dgton, tbe fol.lowi.Dca 

a. Btat&Mut oatJ1n1ng tile 1;ype ot acti'ritiu ill 
which I ballan tbe BaJIIt c:an baoetit AMric:an 
foraip treda. 

b. stat-ut of Co!ldition ot tile BaJIIt u ot Octobar 
15, 19)7. 

c. Stat&Mnt of EarDJ.nga and. ll:xpanaae ot tbe Buk 
for tile period troa JuJT 1, 1937 to October 15, 
1937. 

I aa C1A4 to rapart that on October 7, 1937, cli'ri­
danda which bad ac~tad 'QPOJl tba B&JIIt'• Pratarred etock 
troa t be date ot ita craation, Yabr\lar7 12, 1934, to J&Dl­
arr 1, 1937 - .-tine to $1,056,164. ,38 - nn paid oat ot 
earDinge. 
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._._ 
.. CJUMMNK'' 
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IIIJli.&I.Rl.l 

!oa 5 '1re et ~ ~ c...tttee 
~'s \laaket~ 

18~ 

n..r. are ~ a-&1 tialda ot ac\hi v 1a •ldu u. ~~q~art-t.port 

But cu bnetU .a-r1ou tonip t.naea 

1. lr ''""'" '" ...., tf llfl'?'1\Ft1 MNnr•· PN1'n'·rk 

1 ... wt•t• \Tw " "'""· 

!lie \r ' • 1977 M\Ga crop reqa1rN U.\ ffftlr7 .__ 
abU ettort. be ..U \o •1nt-•1a tndiU~ a.rt.\e ud \o 

48ftl.ep - - · 
JlariDc \lie 1u\ M••&l TMrO ... MZ'bto ODCe 1.ua.q 
dep8~ ...,_ Aarieu 00\\oa baYe bHD \111'111Dc to toreip 
P'OII\Iaa bMaue of \lle!.r ~ pr1C41. !oclq .&MriOOD -\OD 
1a \ba chMpoN\ oot\oa 1a \lla _.w. All opportlllliv ..uta, 
\bereton, \o NN\al>li e old. -..rkfte. 

01188\u.d. politioal 001111.1UoD8 .-l<o U ii!JncUcol ! or ~ 
Ni.9~ to .tnc~. u. .u/lliM •n»• cred.tu .. ~ 1r 
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TREASURY DEPARTMENT 190 

INTat OI"PPC& COMMUNICATION 

...... 
October 15, 1937. 

TO Secre~bau 

t!r. / /,</ 

Uee t i ng in Secre tary Uor genthau 1 a office , 3 P . U., 
October 14, 1937. 

Present : Secrotru'Y l!oreenthau, Secro te.ry Wallace , 
l!r . 'l'8!)p , Oovernor lAyers , Yr. Taylor , J.lr. l!aao . 

Secre tarJ 17alle.ce opened the diacuasion lrJ sayin{,; he " "" 
£Oi nc t o out line nn acricultural pro,-ra~~ which be thouo;h t waa the 
DOlt e conol:lically aound and politically f easible. He pointed out 
that th!s yea:r "'as ro.ther unusual. lfe have a cotton cro'O of over 
17 million bal es , 890 c1llion bushels of wheat , 2 , 500 D1llion buehela 
of corn . l!~ eaid tbr.t t he sor e spo t s in acricul turnl eH uationo 
rAVO been f or t he noot part rela ted to theoe bna ic cocood!tieo. 
The e.griculturnl situnt1on, be snid, hl\a not r enll y been sound aince 
the 17nr when our fore101 aarlm t s were r educed. The pr ogram of t hh 
Ad::!inictre tion , he Olli d , wns to !leet the situ&tion by cuttin& dolfn 
domes tic supply until recip rocnl t r ade ngroemnte or aonething ol oe 
opened up the f oreign carloots G{;&i n . He so.id he "as convin:ed at 
the outset that tt e So U Conservation p roere.a could not adequo.tely 
cope wi t h the whole "tlricul tural p r eble,, and tha t the severe droutho 
~• have bad in a lar88 neasure covered up the p rograo 1a deficiency. 
~1c objective of t hi a 8Cricul tural pr ogren , he oaid , ehould be to 
secure a p roper share of t he national inco me for agriculture . l!e 
pointed out that in earlier years before the l!nr aericulture receiYed 
about •one- hnlf aa much ae the other folkc recei ved". This year, 
he ee.id , the f'al'Vlero ' ohare we about 11~ "hich i e pretty good 
( l i ke t he decade of the 1 20' e) . 

In the new p rograo , Secretary Wo.llnc e stated, they were 
talking in terms of parity of inco"" r ather t han price parity . 

Secrote.ry Wallace aaid there wer e two acr.oolo of t houQ\t "1 th 
ro~ to fUture procrlllln for agriculture - one achool h the l'o.r:s 
Bureau and t he other al.;;ht be called the l!arrln Jonee school. ~e 
FIU'Q Bureau achool tho\14lht , o.s exprecsed by EArl S::tith , lfOuld call 
! or l e es g overnncnt monoy, co=odity loans , high control , over- nonoal 
granary , and h i sh pennlty taxes . Jones is inclined tot7ard loo.no at 
n low rate and ti-c. t p lnn cove rs only cott on and wheat with adj uat­
mcnt payne~ts in add ition to Soi l Conservo.t ion p~ente . Secretary 
!1nlu.;,e so.id be t hought Jonoa r enected the opinion of tm Grr.nge o.nd 
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Secretary l.!orgent~ -2-

the Cooperntive Council , end also h i e own opinion. Governor 
l!yero aaid be t hougb t the plan waa largel,y Jones' cmn on inion 
Secretary llt\llace continued, pointin& out that t he plan. included 
no '!)eno.l t ;r tax but benefit ~en ta were to be used aa bait, 
l!e oaid he told Jones that he tha\l&ht a cooprooise could be wol:i(ed 
out betneen hie bill and t he FI'J'III Bureau Federation bill. See­
rotary Wallace said he lik ed J ones ' appronch t he beat . 

Secretary ITallaee then proceeded t o outline a plan which 
he hod worklld out but one which he indiented had not been cheeked 
>T1 t h 'l!Qller . This plan nould i nclude the nol:'lll&l warehousing of 
cotton &.'\d r.llat he called tariff equal1:at1on tax - not a pr oceeoin& 
tox . 'l'he tn:: t1ould be 3t per l b . on cot ton , 20t per bushel on 
,.'leat , and Y per lb. on rice, $190 million would be required 
for wheat and cotton adjustcent pay:~enta. 

Soeretary Uorb"ntllau then erolained t o Secretary Wallace 
t!.!'.t on laot Tu.esdaor (October 12, 1937) Bell had told h1l1 t hat 
~250 ni llion were eonte~lnted boins u sed ao corn lo~~• . and that 
Bell had received his info~t1on froo Jeooe Jones . Soeretarz 
!!oreenthau indicated that he had just 1'1niehed wor!t:lD4! on tho 
bude;et moseace c.nd trot $250 o illion would =teriall,y chi!Jl58 the 
bu(!eeto.t"/ d t-.u~tion . Secretary Horeenthnll t hen wont on and oaid 
that he hnd nddreosed a l etter to the Directors of the Conoodity 
Credit COt')>Orn tion , otatl.nt; thnt he >Tould like to discuss the corn 
lonna before c.n:r action t~as tol:en , c.nd that this letter TIM written 
aone dt\VII oco , and that w' ~en Socrot:.ry \'lallsce received H he d id 
not want him to feel tl:!At he had drN'tcd thh letter ao a reaul t 
of todAJ ' a neeti~. 

Secre tary l!'nllace naid he did not re!IJ.i:e th:>t the co,., 
l?'U18 r.ould in any -r:&y enter i nto thll budt;et p icture. Secretary 
!!or...,nthe.u el<!)lained tint !Jr. 3ell, llu~t Director, is the one 
.,!:o broucht the Ufor:ntion to hi n laat ~uday air)lt. Ur . !:'8(1lor 
•x-,lained that the e."'tent to which it wau.!d affect the budget 'IIOUld 
be- con tin ·ent Ut)()n the aoo\U\t of t!wl loans tho ban!to wo-J.ld take . 
Sccret"ry ~l!orgentl1Al1 said he could not rua the 'l're<l&ury unless he 
!:new aoo011ho.t in advance \'!hat the ca sh outlay require:Bnta were 
coinc to be. Secretar; \'lallace pointed out that he thou.:;ht Secretary 
Uoreen t hou realized th&t there would be a corn loan , but would be 
glM to worl: out nor.1e t>ec~'lhm for kee!>inc him better informed. 
Secr~tnry Uoreentbau oointed out that it was ver; o::~barraasing for 
hin beco.uoe he bad Just issued a ata.tcment that Treasllr'J would need 
no more conet until Decenber , e..'ld he was not at all awar e of this 
corn loM require!!!ftnt Ur . Taylor ace-in pointed out tbnt ther e 
would not be any dre.1~ on thll Treasury unleaa thll beJ>ka r.ould not 
talce the loan. Secretary Uorgenthau 11#-id he had the Mswer to 
• 'te Coi:Codi ty Credit Corooration situation, an.::~el,y , to put the 
Cornora tion on ita own .,;,d let the Corporntion borrow 1n tho nar:.O t 
t l.· 1'11.nds it r equires and go to Con£1"ets for any deficiency incurred. 
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Secretar; llallAce potnted oat Unt tbe f&.r:~ t:J"'U:l• n.nted hid> loMa 
and hlt that Congress would puah for hidt l oc.na: Secretary 
l'1al1Me acid he favored a cott on loan of about ~ o<' J)81'1ty 
aoM,hct leas thc.n 9~ . 1 

- • ' 

Secretary Wallace said he did not t hink t ho corn p robleo 
could be hnndled throll8h a tariff ectUD.lhnt ion tax or an.v other 
!cind of t n:t because the tex p lc.eed on ~:~eat would be p w:aed bcc!t 
t o tho fart1er , and t hen in ot.'1er ctUD.rtera it " ould be sa.!d tha t 
the tw: woe paaaed on to t he c onaW!ler , oo there Trould be difficulty 
at bo th onda of tho line. He J)Oin t ed out that t he hi&> n ricea of 
ooo.t now did not worry h1tt, that in t hrae cont hs' tice ceat n rlcea 
r.ould be dcnm very substantially and t ho !aroer a would be co;,.,lain-
1::1& rather than the con!Nl!lera. 'l'hia , he said, 11'84 true becau~e of 
t:1e pr enent corn crop and the heavy feed of cn ttle which will 
res.Ut in increased oari<et!Dj;a 111 about 30 W!;ra. 

Secre~; ~orgentbau asked Secretar; Vallaee if he aeant 
this $190 o1111on we.s t o be ill e.dditlon to the $500 !!illion he 
anl:ed for Soil Conservation. Secretnry 111\llace i ndica ted that that 
wna i n addition , but pointed out that out of tho $500 c ill ion 
authorized in 1938 probnbly onl.t $430 c i llion \1ould be spent . 
I n t he fisca l yee.r 1939 the budce t ficuro 1c $44o o1llion to "'hich 
the $190 million "'ould aloo hav o to bo lidded . Sccrot ar ; !Jorgent hau 
rn1d t o Secroto...'"Y \ia.llace that ho thoU~~ht Soc roto.r; l'rcllece told 
h1n thn t he c ould control agr i cul tv.ro for $300 m1ll1on. Secreta r; 
\'lallo.co oal.d it coul d not be done , 1.111d thnt 1f he bl>.d t ol d hi:n that 
he had ruule a mistake . secretacy Hore,entllt\u G&l.d t int even for 
the noounta '~>hich :u-e be1nc e::pondcd t hey hnve not succeeded in 
cettinc any c r op contr ol . Socroto.rJ ~alleco pointed out that 1t 
"ns to the Secretnry1 s intereot to k eep U1) aeri01ltul'al illco::e 
if he .. anted to bala::>ce the budget . Ur . 'l'n:>p pointed out that a 
o1tua.t1on l i!;e the !lresent cotton ai t-.>nt1on 1s out s id e "-"'1!' control 
? rouno, because t~ large crop wa= l&rgely the re~r.Ut of "'' 
o"cept1onnlly l arge y i eld per ncre . 

Sec retnry l:or genthsu aal.d he ""' 60iDG t o handle the s1 tuat1on 
by a aldnc the Pres ident rur, m1ch mono:r in total the Gonrn::~ent 
rce oi !lts ahould be and ho\'1 =h oone7 i n toto.l he wanted to .,erd , 
end thnt tho President could divide 1t U1) into X c i lli on dollnra for 
A(;riculture , etc . Secretnry Wnllt\Ce po inted out to Secretnry 
!!orcenthnu that they both hnd n coc....,on interes t in B&l'i<o1lture 
bocnuao of the relationship of ocr1eul ture to tho cenerel econooic 
aitw\tion nnd 1 ts relationship to t he proe;r<>::~ of t he Net~ Denl ar.d 
the Dec ocra tic !lartv . Secret o.cy l'lallaco enid ho did not !molT of 
an.v alternnt1ve-. Of cOil.l'oe , he 118o1d, the r e h nn alternative 1n 
uain.:; a cener nl aales tax , but he t ho1J6ht that wo.a poli tice.lly ou t 
of t he queat1on . Governor J.!¥er o enid tllo ~icul t>.tral exyendi ture 

should co:~e out of thn gener al revenues . 
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Secretar,y Wallace said there wero two atrone forces at 
the present time. There wea one erou.p that wanted to 
the budget and there wae another etrona group which 
of low price a would drive Congreaa t01rard more SJlendi De• 

Secretary lolorgentlwl enl:ed Socretar,y Wallace why he could 
not deduct $190 oillion !ron the $4llO ailHon. Secretary Wallace 
went into a long expl.l!nation , pointing out ci-.ADgea which ha.Te 
t.a!:en p lace in corn prod:uetien. !low t h rough oodern and efficient 
feeding practices, far=era are able to p rod:uee tho s~e livee tod< 
products with leaa feed , a.nd this requires a ahift of land out of 
co rn cultivation, and to accooplish the necessary shift in land 
use coopulsion or bait 1e required. 'l'he $4110 million 1a the 
neceoeary bait. The lou money used for bait t he leu effective 
the p rogr ao lfill be. Secretary Uorgenthau pointed out that cotton 
a.nd wheat were in the Soil Conservation proara:~ . Secretary lle>Uace 
ae>id that the bait was not enougb so it did not work . llext yonr , 
he said, we oust cut cotton acreage froo 34 million acres to 28 
n1ll1on acres . Secretary !!orgentlum pointed out that they oit;ht 
tO::. out the Soil Conaervation Practices section al1d ael:ed how 
w eb oone:r t hat woUld save. Ur . ~a!>!) said about $80 to $90 
nil lion would be ee>ved , but pointed out tho.t 1 t would coopletely 
cut off the whole Dairy regions. Secre tary l!orcenthau said that he 
did not have MY anawer to Secretary \'lall.nce ' a particular problea, 
that be was just goinr, to look at the two tota ls for the government 
a • n whole , the revenue and the out-g o. 

Secretary ITallace said that thB Jones and Fara lhlreau 
'bills nut the Co=<>dHy Credit Coryora tion in the De:!)'lrt:lent of 
Acricuiture with $100 aillion ca" i tal . Governor !!,vera said ha 
t :10\JGht that waa where 1t belonged, aa it was a part of thei r 
control progr=. Governor t:,ye>:>s also po iJlted out that t l-.e $40 
c i l l1on interest sabaidy of Y.C.A. could be u aed for crop control 
ond t hat he did not think it wise to pass out the interest 
:ruboid:r that he thouf'J\t on over- all fieuro for expenditure on 
nertculture as a whole should be vorkod out. Get this total, be 
anid , and then ~'Ork out the best w~ to WIS it. 

secretary Uorcen thau told Secrettu':f Wallace t hat he was 
facinc every difficult period 1n e.criculture. In 1933 Secre ttu':f 
Uorgentbau. stated "Everybody was with yoU' . !low, he said, agri­
cultnr:ll OX'Oallliiturea will aticic out like a sore t hwlb , as 
Ac;ricul ture will be the only agency renain1"6 on the so-called 
e,;. rgenc;r baals. l!opk1na ond otbe.ra are cut t1llG down. Secret.n.r:r 
l!orgenthau indicated tmt Secretary \'lallace should have :;>lent;.r 
of tiao to "orl< out his p rogr=. 

Secretary l'lallace said 1 t just occurred to hia where 
Sooretary Horgentho.u cot the $300 million fi~re aa a req~~ed 
expenditure to accODJ>liah control in &Jrieulturo. Re sai e 
thout;ht it 1!1\lst be the Soil Conservation p rocra:o ainue the coo t 
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of tho CoM erve.tion Pre.eticeo sec tion , which Sec retary lTa.llace 
thoU{;ht he bad ost imo.t od roughly a t $300 m1ll1on . 

Secre t ary lTe.lle.ce sai d he wanted to talk aoce mor e about 
hie corn l oan. Ro oe.id tba t ne he.ve a lo.rce corn crop and he 
~houc;ht the loan ohould be above the narl~ t for those coope rat1J16 . 
He said t be.t the corn crop varies great l7, and through ita 
relationship to liveotoc:C< production and dairy farmi1'14> p robabl7 
i o t he cost i nporto.nt aincle factor procluci~ the U!)s e.nd d 011ns 1n 
8{;r icultural prosperity . Tho usual car ry-over of about 150 n1111on 
buohels of cor n , he said , was t oo siiiAll , and wlnt was needed wna 
about 500 mi llion buahols carry-over. Soc rotary 17all ace outl i ned 
n p lo.n which would s tore under see.l a.ll the corn nbove e cnl culnted 
l'l{'.rke t requirecen t. Loan a Ttould be made u!)on too stored cor n . 
Thi s loan p ro gram would be applied only in whnt he call ed too com 
lini t counties , which is t he area generally lmown as a cor n belt . 
l!e a.l.so said that the non- cocroerative f~ra could bor ro" on 
• sea.l.ed1 corn whicb waa above· a cer tain 1>rocluct1on quota. ~la 
corn of non- cooperatin& faroer s could be released either b7 a 
reduc tion in acreage nerxt ;rear by the faruer or when the C!UOtaa 
wer e call ed off. 

The mee t ing ended f ollowinc a discus•ion of a future oeetinc 
"i th the Preoiden t where Secret&r'J Wallace would discuso the 
•"-ericul t ural prO(!Tt\M• I n r enponse to n quootion from Secretary 
l!o rgent hau, Sec r etary l'lallece said he would l1ke t o hn.ve Secretary 
l~orecntbau present . Secre tnry Uorcentha.u aaid he t hou.:;ltt this 
nould be prefer able aleo , aa he t houd>t it would so.'le the 
President • s tice as well as t he1 r om1. Secrot'U')t l!orgent.'mu 
indica ted thn.t the President at thin Motinc could decide just 
'r'hnt he wanted to spend 1n tota.l. , and a.l.ao what p:>rt of this 
ohould be soent for fi6Tlcul ture. Then Secrotar; llorgentmu said 
•we will bo.th knOIT where we a te.nd • . Secretary llallace said 
th.,_t uo.s true but exproaaed sooe skept iciol:l 1\S t o hOI'f Trell MY 
decided nosit1on could be oaint oined in view of the pr essure 
which ho. t h ought Ttaa bound to come . 
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P.AJW>BRJ.U OJ TKLIGIWI RJ:CIInD 

J'ROK: .llllerican lllbaeey, Parie, France 

DATI: October 15, 1937 , noon 

10. : U46 

RUSH FROW COCHRAN 

Yesterday the French control lost 30 million trance 

foreign exchange on balance . There was an incr ease in 

the preesure on the frano this forenoon, the beet seller 

being London. The rate is being held by the control -

being 147 . 45 at 11:45 a.m. -but in order to hold if 
• 

much sterling has had to be giYen up . 

WILSOI. 
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P.lRAPFIR16E OF TELmRJ.J.I RECEIVED 

FROJ.I: American Embassy, Paris, France 

DATE: October 15, 1937 , 5 p .m. 

NO . : 1449 

FROM COCHRAN. 

This morning I bad a call f rom Professor Rist who 
a few days ago 

returned to Paris/after a long stay in mo.un~ain home . 

It is Rist 1 s idea t hat the cantonal elections Will be 
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oui te helpful 1n removing fear of Extremist elements in 

t he Government . The necessity for a safely balanced 

budget was stressed by Rist before France c&-~ effect 

genuine and lasting improvement in the currenoy. He 

believes that Bonnet has done rather well as Minister of 

Finance. However, it makes one wonder whether, in view 

of Bonnet ' s colossal ambition and his belief that he 

could more easily and more t horoughly carry out his ideas 

if he bad more authority in h is own bands, be r.ay not yet 

be bold enough to pull some of his Cabine~ associates 

t oward a government more of t he Center; such a govern­

ment in Rist ' s opinion, has little chance of success in 

the near fut ure because of the Chamber ' s definitely Popular 

Front character . 
This evening I called on J.linister of Finance Bonnet. 

Bonnet admitted that yesterday evening and today a reaction 

in the franc had taken place, but thia does not discourage 

him . Things are now moving in the right direction, be 
beU.nee, 
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believes, and be does not think the general trend toward 

reoo~ery will be s topped by interaittent difficulties . 

Bonnet discussed the reassembling of the Cballber in 

November, but be m&de no predictions about it . 
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The declining American s ecurity a rltet was of partic­

ular inter est to Bonnet. 

The French control di d not ba~e complete figures for 

t o4ay' s bea~y operations at six p.m. This afternoon tbs 

loss of foreign exchange was only belf of wbat was loat 

this morning. 

11ILS011. 
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Secretary of State , 

lashington . 

1448, October 15, 4 p . m. 

!~ROM COCHRAN . 

GRAY 

Paris 

Dated OctobEr 15, 1937 

REc 1 d 5 :03 p.m. 

198 

During f~rtnoon Prrnch control intervened succcssiv£1-

through In'tyf"v>J •• 0::-cdit Lyonnau , Bank of Prance ~~::d 

I.azard, givil1€, sterling t o hol1 ratEs ot 147.45 . '- l:is 

afternoon the p~Essurc lightFr£d a~mtwha~ anc ro~ r 

whilE ra·~.:s w1..s pushed back, Lazard, to 147 ,28 . At 

3 : 30 p . m. , it had r eturned to 38 with market ~Emann for 

sterling cont jtouing. 'ilhtn forward discount widenEd to 

six francs for threE months against sterling, intervention 

was EffEctEd through SociEtE Gtntralt ar.d rates reducEd 

to 4 7/0 AtmosphErE is thErefor£ not &ood but this 

afttrnoon·s l e t -up in thE pr Essure indicates that thErE 

is not yet a sustainEd downward drivE against thE present 

rates . Sunday 's run-off election is awaited with intere st . 

Hcnt Es down. Day to day monty plentifully offered. 

l~rEnch for eign tradE for first nine months of 

1937 totaled about 47 billion francs . Import s totaled 

about 30 billi on francs for approximately 43 million 

tons and exports about 17 btllion francs for apprGxiroat£17 

23 million tons . UnfavorablE trod£ balancE is therefor£ 

13, 233, 000, oo0 francs . Imports during September 
amounted 
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JR :11448, OctobEr 15, 4 p .m., from Parill o 

amountEd to about 5 , 486, 000, 000 franca and expor ts to 

2, 074, 000, 000 francs . UnfayorablE tradE balancE tor 

thE month 1s thErEforE approximatEly 1 , 411 ,000 ,000 franca . 

WILSON 

!!GC: ZDA 
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FR0}4 

DATI: 

IO.: 

.Aaerican Jabaaay, P&r18, France 

October 18, 1937 , 6 p .m . 

1463 

FROK COOHRAN. 
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I waa informed at 6:00 p.s. that the French contr ol 

today gained a fair amount of for eign exchange on b&lance . 

Karket waa seller of sterli ng thi s a fternoon at 

147.25 to 146. 80 . Afternoon rate mOYed back 147 and 

control had to yl4d amll a.mount of sterling. Between 

5:00 o' clock and 6:00 o'clock t he contr ol was again 

buying sterling. Karltet was t hin and dea.lings small, 

operators waiting further indication of market sentiment. 

Yesterday's election results were e e sat isfactory aa 

expected. 

An offi cial of the Bank of France t hinks the lack 

of greater recovery on the market today was due to worry 

over t he Italian situation. 

According to my Bourse contact the market is not 

yet as it should be. 

The representative of t he Bank of Italy says t hat 

t he elections have removed fear of a big ewing to t he Left, 

but no one baa been convincingly victorious . 

It is the opinion of the Financial Counsellor of 
the 

Regraded Unclassified



-a -

the British J:aba .. y e:a:paota a few wealta of oo~~paratha 

oa1a until the latter hal f of JoY•bar, when ParUaaant 

will get under way . In Yiaw of the elaoUon resul.ta, 

be does not expaot any important pol1 U oal obangea; be 

said that time is needed for the preaant Governaent to 

work out a prograa of aotion. 

Y'ILSOlll. 

EA:Ln 
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The attached was handed to Hll,Jr, at Hyde Park, on 

Ootober 18, 1937. 
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!4EM ORANDUil 1'0 R 

THE WHITE HOUSE 

WASHINGTO N 

COPY 

October 14, 1937. 

THE sg:RET.ARY OF AORICUL'l'UllB 

The enclosed i s or gr eat interest. During 

the next two or tbree weeks I t hink it is very 

important tor you and the tar~ or ganizations to keep 

in t ouch wi ththe Treasury in order that we may avoid 

a program which would unbalance the budget. 

As I s aid in Cabinet, it we a•opt a !lll'Dl 

bi ll rar•balanced abl.lniance" i t must balance itself 

financiall Y. I do not know whether the processing 

tax Jlli~is tlt right one or the only one. That 

is why I t lliDk you and the ~easury mould keep 

in close touch. 

J. D. R. 
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H.JJ.Jr: 

Operator: 

Burgess: 

H.N:.Jr: 

B: 

H.M. J r: 

B: 

H.H.Jr: 

B: 

H. U.Jr: 

B: 

H. tA .Jr: 

B: 

H.I.I.Jr: 

B: 

H.loi.Jr: 

B: 

H. ll.Jr: 

B: 

H.!.l.Jr: 

B: 

H.I.I.Jr: 

B: 

Hello 

Dr. Burgess. 

Hello, 

Go ahead. 

October 19, 19~7 
9:25 a .a. 

Good morning, Randolph. How are you? 

Good morning, Henry. 

Randolph, on this bond market, this morning. 

Yea 

204 

We have in orders there tor two and a quarter million. 

Yea 

What do you people propose to do in the bond market, 
today? 

Well, I ' don't know what'll be necessary. We're always 
prepared, you know. 

Well, how much? Dollar tor dollar with us. 

Well, I think eo. 

Well , I'd 11ke to get a tirm yes. 

Yea. Why yee, we'll go dollar tor doll ar tor that. I 
can do that w1 thout asking anybody, ot course. 

All right . Well, I 'm good tor tive million todaY· 

I aee. 

How about you. 

All right . 

Five million. 

Yea 
All ight and I'll leave it to you. What I wan t ie to 
keeprit J~st under the market and keep an orderly .. rket. 

Yel· 
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I aean I -nt an orderly market. That's what I like. 

Yea . I think that's tine. 
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H.M.Jr: O.K. 

B: Yea. 

H.U.Jr: 

B: 

H.!l . Jr: 

B: 

H.n .Jr : 

B: 

H.M. J r: 

B: 

H . lol . Jr: 

B: 

H. III . Jr: 

B: 

H .M.Jr: 

B: 

H.M. Jr: 

B: 

H.U.Jr: 

Beoauea I tsel that 1t'e the only thing that has stood 
tirm and I think it's tremendously impartant that we 
keep the Government bond market steady. 

Yea. 

I don't think you can over-emphae1:te that. 

Oh I agree with you Henry. I think that's important. 

And I' d l1ke to keep it steady now. There's a couple 
ot tallows have a little jitters, why let them take 
advantage ot the situation. 

Yea. 

What? 

That's right. The market is behaving astonishingly 
well, I think. 

I know, but they might -

Well, it was a little eott last n1ght. 

That's -that's why I'm calling you. 

Yes. 

See. 

Yes. Exactly. 
And I think - you ' ve got ten million dollars to use 
with the way history tor the last two,three weeki-
that ought to be plenty. 

I think eo. 

It it's not, let me know. 
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H.II.Jr: 

B: 

H.II.Jr: 

a: 
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All right . 

Please. Anything el18? 

No, nothing except the general situation of oouree. You 
know Just ae .uoh about that ae I do. 

Uh-huh. Well, after you've got the ~eel of the bond 
market, will you call me up? 

.Ul right. 

'l'banke. 

Yee . 
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GROUP IIEETING October 19, 1937 
9:30 a .m. 

Present: 

d .~ . Jr: 

lolr. llagill 
Mr. Taylor 
!olr . Oliphant 
Mr. Gaston 
Mr. Lochhead 
Mr . Haas 
Mr. McReynolds 
Mr. Upham 
Mr . Ben 
Uiss Roche 

(To Magill) We're f ixed all right for next week. 

Wagill : Yes . 

11 . :.1 . Jr : 

'l!igill: 

a . J.! .Jr: 

Magill: 

H. L! . Jr: 

!.lag ill : 

H. U. J :-: 

:.!::.gill : 

a . :t . Jr: 

!.Ia gill : 

ll . M. Jr: 

:.lag ill : 

Tell you more about it afterwards . But that's all 
right . 

Good . 

What ? 

We ' r e driving har d . 

Well, if you 1 r e not, tha t ' s all right. No one' s 
going to rush you. Tha t ' s the message . Take your 
time , and no one ' s goine t o push you . Choose your 
own tillle. 

All right. 

{ihat? 

Fine . 
If it i sn't then, it can be next week aft erwa rds; if 
it isn't then, it can be t he week afterwards . 

Sounds incredible . 

Uave to t a l k to you for an hour . But t hat ' s the 
message . You got something? 

Well I ha ve thi s . I had a cel l from Sen3tor 
Harrison' s secr e tary yesterday e fternoon, lliss 
Blanton saying that t he Sena tor was down at 
Gulfport and wi shed to give out some kind of a 
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H. M. Jr: 

Gas t on : 

~agill: 

d . J . J r: 

:.ta.gill : 

H. !l. Jr: 

i.h:.gill : 

Tuylor: 
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statement with r espect t o r evenue r evision a nd 
he wa nted a letter from me as to how thing~ were 
progressing . As you can see, that presents a 
certain amount of difficulty of various sorts . 
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Yiss Blanton said jocularly tnat she had r a ther 
wanted to send him a message to the effect that he 
ought to give out his spring or fall statement tha t 
t axes ~ould not be increased ; but that the Senator 
wanted something more t han t hat . 

Can' t give him anything . 
Can ' t gi ve him anything . 
af t er ·.vards . 

Perfectly ridiculous . 
I ' ll tell you why 

(Bell comes in) 

1.e can• t do it . I mean let nim r ead the budget 
summa tion. There isn1 t anything more t nan tha t . 

At my suggestion, aerb Gaston prepar ed a letter 
here which really s ays just what's been in the 
paper s . Isn' t t hat about right, Herbert? 

Jus t about tha t, yes . 

7ihich I think we could send him. 

All right with me . But I certa inly woulan' t send 
him anything beyond tnis fiscal year . 

Well, Nha t this s ays is tha t we have been engc ged 
in a big study of the undis tributed profits t axes 
a nd excise t axes and the admi nistrative provisions , 
and Mr . Vinson' s committee is going to meet in a 
couple weeks and we •r e going to present ul l this 
stuff to him . 

Well , I'll leave it to you. 

All right. 

(Kiss Roche comes in) 

Here ' s a letter in here from Commodity Credi t w~ch 
was written after the r eceipt of your let~er, w hihn 
I believe Dan - you found that, did you, an h w c 
r efers to supposedly smaller commi t ments whic were 
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ILM .Jr: 

Taylor : 

H . .. t. Jr: 

T~oylor: 

U. :.J . Jr: 

'Iny lor: 

u . ..t . Jr: 

Boll : 

Bell : 

Taylor : 

U. :.I . Jr : 

Taylor : 

EI .M.Jr: 

Bell: 

-3-

made pr ior t o the receipt of t hat letter. 
Jesse called up from Texas yesterday and 
other things wanted to t alk about that. 

Wha t time did he cell? 

And 
among 
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He called first about ll o'clock 
t hen he called again later in th~ 
o ' clock . 

I Nould say, and 
day, around five 

Have you heard? 

No. 

Bot h the President and Wiss LeBand - both. 

He hadn ' t at that time . 

Both . Did it before f our o ' clock. 

To the President? 

I s poke to the Pr esident in the morning, then asked 
Miss LeHand to r emind him, and then asked to call 
him b efore four o ' clock . Can't do any more than that . 

I don't kno11 •.1hether he did or not . 

I d on't :mow either . 

But I want to tell both of you t hct I told him to 
get it before noon, t hen went do~nstairs end spoke 
to ~iss LeBand; I sai d, "Plea se remind t he President 
to do this before four o' clock." Just wanted to let 
you fellows know I kept faith with you. 

I knew you had . 

O.K. 
~hat letter tha t has come over - t he commitments 
I d on't think amount to much except possibilitY of 
one commitment of three million dollsrs t o the 
date-growers ; the ot hers are $250, 000 and $100,000. 
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l!. loi . Jr: 

Bell : 

H. !4 .Jr: 

Bell: 

Taylor : 

H. 'L Jr: 

Bell: 

H. :J .Jr: 

Be.Ll : 

H.M.Jr : 

Bell : 

H.M.Jr: 

llcR: 

Taylor: 

H .. ~ti .Jr : 

llcR: 

H. M. Jr : 

Magill: 

By whom? 

~ommodity Credit . 

-4-

Well now, who ' s going to watch and see tht.t they 
don't make any commitments beyond the Bell list? 

210 

o'•ell, as I understood it, you llad written a letter 
and asked t nem to consult you before any more commi t­
ments are made . 

That only appli es to Commodity Credit . 

What about those t•o lists that you gave out l ast 
night? ~hat about commitments on those? 

uell , I shall wa t ch PVfA, but I c a n' t wa t ch RFC . 

Well, I• m a direc tor of RFC . 

Wayne sits on those meetings , don' t you? 

Vlell , who gets those minutes? 

You get them. 

Mac, 1•llo signs those minutes'l 

I don't think anybody does . 

I've been to one meet ing, whi ch wa s well over a 
year ago, and t ha t wa s waen t hey di dn't have a quorum 
a nd it was necessary to have somebody in there for 
that . 
Well, do two things, Llac. From now on I •d l i ke to 
see the minutes again, s ee? 

RFC minutes, yes, sir . 
I used to have to sign them . And ask t hem - in the 
t hing it says t ne SecretarY or t he Under Secretary 
should attend- ask t nem if it would be agreeable t o 
have Mr . Taylor attend , because lolr . Uagill uoesn't 
want to. Right? 

<.uite. 
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MeR: 

H. J . Jr: 

Bell: 
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Bell: 

I! . II . Jr: 

Oliphant: 

H. t4.Jr: 

Oli phant : 

H. :J .Jr: 

Taylor: 

H. h! . Jr: 

Taylor : 

H. !A .Jr: 
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Will you take c are of tha t, Mac? 

Yes, sir . 
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I wouldn't bother - what you tell me about Commodity 
Cr edit doesn't bother me, but wha t I'm thinking of 
is cotton and corn loans . 

I ' ll try and have something on tha t this morning 
but it will be a little difficult, with the mark~t 
fluctua ting, t o get a month-by-month estimate of 
expenditure . 

Anything else? 

Nothing . 

lier 111an? 

Nell, I Just wanted ~o point out that the commit ment 
in f act for the corn loan will be •• .•• 

What? 

•• • t hat the commitment in f ac t for the corn loan will 
be made l ong i n advance of its appearing in the formal 
minutes of the RFC . 

No, because llr • • Vallace was over here and we served 
notice on him. 

Well, my impression i s entirely according to Barman's , 
tha t tha t commitment in fact has been made some time 
ago . 
'1/ell, that' s · all right, but we certainly told Wallace 
in no uncerta in language , didn't we? Those were good 
minutes Y,OU wrote, George. 

I don't t hink there is any doubt in t he corn belt a s 
to whether tha t corn loLn i s going to be ~de, and I 
t nink t hat' s true or the RFC and I think i t ' s true of 
Agriculture . I •m not so sure about any other places 
where it might be in doubt . 

Well as long a s we are on Agriculture, and strictly 
in c~nfidence in this room, I •ll reed you wha t the 
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H. :l . Jr: 

Tuylor: 

H. M.Jr: 

Bell: 

H. !LJr: 

Bell: 

H.'i. Jr: 
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President wrote on October 14 to the Secret ary 
of Agriculture: •The enclosed is of grea t interest. 
During the next t wo or three weeks I think it is very 
important for you and t he f arm organizations to keep 
in t ouch with the Treasury, in order tha t we may 
avoid a program that would unbalance the budget . As 
I said in Cnbinet, if 11e adopt the f arm bill for 
balanced abundance, it must balance itself finan­
cially . I do not know whether the processing t ax 
me t hod is tbe right one or tbe only one . That is 
wby I toink you and the Treasury should keep i n 
close touch." What? Pretty good . 

It ' s o . .t . 

All r igbt . Gr a c:lually sewing up the ends . 

AnYthing else? 
l'iell , " ho ' s coming t o me about Comlllodity Credit? 

Probabl y be three of us; t hat 'll be Dan and Herman 

and myself . 

Well .•.• 
I'm getting some dope together no'"i be r eady ar ound 
aalf pas t t•elva or one , I hope . 

I think Wallace is coo i n& & t four , ~tnd if be i s, 
you• ll.;et a noti ce ; I'd liite you to sit in. 

All. right . 

Lot of money. 

Berman? 

Oliphant: Here' s 25 million. 

B. IA.Jr: 

Oliphant: 

B. :.t .Jr: 

What? 
I say here's 25 million . 

Where? 
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Oliphant: 

1! . !4.Jr: 

Oliphant: 

l! . lLJr : 

Bell : 

Oliphant: 

l!. :.t . Jr: 

Oliphant: 

H. d . Jr: 

Olipha nt: 

i:l. lL Jr: 

Oliphant: 

I! . ... Jr : 

Oliphant: 

I!. :.I .Jr: 

Oliphant : 

H. • Jr: 

Oliphant: 

H, ,J . Jr: 

Gas ton: 

H. !l. Jr: 
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The stor y in t his paper t ha t •••• 

I can' t bear. 
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That's a story in this paper that General Ashburn 
proposes t o s ell the Inland Waterways assets , etc ., 
to pr ivate i nt erests . Vie have 25 million cnpitnl 
in that . To whom should I turn that over? 

llr . Bell. 

Yes, I'd be glad to have it. I don ' t think 
there 's 25 mill i on 1n assets . 

, e have capital or 25 mil l ion; that ' s on your list . 

Vlhat else? 

That ' s all . 

Got a ny company? 

I •ve been over the railroads a nd I'm going over the 
uti liti es now . 

Let me know? 

Yes, t omorrow. 

1hat's all r ight. 

One big railroad - one little railroad . 

Any uti~ity comp&nies? 

I haven't been over those yet. 

All right, anythine else? 

No . 

Herbert? 
The st . Louis Post-Dispatch has been running some 
editorials •• • • 

The woo? 
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Bell : 

Tuy lor: 

i3ell: 
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r! . • . Jr: 

MeR: 

li .M.Jr: 

JcR : 

ll . !.I .Jr: 

2.14 

-8-

The St . Louis Post-Dispatch has been running some 
edi t orials about this Jefferson ~emorial out on the 
Mississippi and saying tnnt i f completed it will 
involve a lot mor e expenditure than bas been au­
t hor iZed, and suggesting very forcefully that the 
whole project ought t o b e abandoned. Uaybe you' d 
l ike to t ake that up with somebody . Little 
bagatelle that may be 25 to 50 million dollars . 

Yr . Bell, in his capacity as Director of the 
Budget, can look • t anything from five cents up • 
.'/on' t you, Dan? 

rlight, yes , sir . There is a commit~ent on tne 
part of toe Government ol' $22, 500, v00 1n that, and 
there is now a lAw suit on, I understand . WPA 
ots cleared the site, but there are two factions 
in St . Louis fighting over i t. hs long as we can 
Keep tnem ftghting, the ~~~ million will stay in 
tne TreasurY . 

'liht.t if tney agr eE; on 5.:> , Dan? 

I t will be too late then; all of it •; i ll be spent . 

You ' re not o>lanning any pr ess conference, are :rou, 

today? 

!lo . >.ny tning else? 

tlo . 
1 s aw ~r . ::.tr&us yestErday; he had tunco wHh a~e . 
1 tolo nim, ll&c, tntt t you Rere avail:>bl£ to nelp 
aim on this set-up . I told nim thPt we ' d be glAo 
to check ~ny of hiS personnel the NBY we oo our 

ovm. 
I was delighted that Straus got t he Job . 

0 11'" help, will you 
So if he calls up ~ nd wonts ~ 
help nim? 

CertainlY. 

Please . 
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H. M. Jr : 

Bell : 

I• • • • Jr: 

!>Cll : 
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Bell : 
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Bell: 
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Bell : 

l! . M. Jr: 

llell: 

ti • ..!. Jr: 

bell: 
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Yes, sir. 

He said it isn' t going t o cost tnis year . us any more money 

There '~ none in the buoget. 

You •ve got a million dollars, heven' t you, for 
administra tive expenses? 

A million dollars !"or administra t1on . 
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~hat about t ha t t hing t na t ~ennedy sa id, th~t he 
could get t ae money from either t he Tre~sury or the 
RFC? 

:.ell, apparently the President wes a little mixed 
up on it . 

Hun? 

Littl e mixed ug on it, because wha t KeMedy had 
in mind 'la S a ... 1 , 2UO , Ou0 l oan f rom the RFC to t he 
!Jollar Steamship Line t o run the line to Camda -
I mean to Chin~ - and that ' s a commercial loan, 
comes under t he r estric tions . Not a Federa l loan 
a t all- I mean lt isn' t a Feder a l a llocation . 

:;ell, now is he going to get that? 

oy a&ving Jesse lotn direc tly t o the Dollar St eamship 
Line, just tne same LS he lo&ns to anY other organi-
z& tion. 
But now t nat J esse i sn' t going t o ceke ar~ other 
loans •••• 

Rave t o go to Coner ess . 

II hat? 

!la ve to go t o Congress . 

Did you speak t o Kennedy? 
Yes . He didn't seem to be worried about ~t . He says , 
nwe •ll find some NaY t o meet the problem . He wtinted 
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to knOW if he could divert - said that • we ' ll 
consider tha t our applica tion was filed prior 
to the publication of this list .• Vlell, I don' t 
know when it was riled, but it isn't in the list. 

You watch tha t list. It's your Bible from now on. 
I ' ll tell you something about it afterwards . Got t o 
watch it like a hawk . That ' s the first time they 
tried t o break it, und you sew wno tried t o brenk 
it, even before it was out . I don't mean Kennedy 

either . 

George? 

I have nothing this morning . 

When are you .. nd what 1 s-hiS-name going to be ready on 

roy t alk? 
lle •re ready any time. lle haven' t done a whole lot 

since . • . •• 

Selt zer. 

No , no, t ha t youn~ fellow . 

Wilmerding. 

Wilmerding. 
Oh, I don 't - 1 told him to nave sometning on Tuesday, 
but taLtin& to - L10rry ... as talking to ni!lt yo.ster day, 
and he s&id you t old him be br.d t wo weeks to took a t 
i t. But Seltzer t old him he ' d be t ter have sooetn1n& 

this morning. 

Ten o ' clock t omorroR morn10S · 

All right . 
That's on you, ~nd do you .vant Seltzer in? 

I think so, yes . 
And 1/il.merding, and l!drbert . Ten o ' clock. 

y
0

u r.sked us to have sooething by tod&Y · 
sooe rewriting on tne tnin& · 

I a id 
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Yl ell, t ake i t all and -a r e you terribly busy 
t omorrow mor ning, Bell? What you got on? . 

I ha ve one a ppoint ment, wi th the Secretary of 
tl t at e . 

What t i:ne? 

Eleven o ' clock . 

Coula you sit in a bit w1tb us a t t en o ' clock? 

Delighted . 

•mat? 

Be glao t o . 

Anything else? 

I have notning e lse . 

(Nods notning) 

All right . 

llan? 

I nave no t hing . 

Do you Nent bdaie Bar tel t - you stay in wi th us 
t ocorrow morning a l i t t le ~nile yourself and you 
can tell me wno I can go t o when I want some help. 
I nant you t og et t he feel of t he thing yourself . 
It ' s November lJt h, Ne1v York . 

All r ight . I ha ve some l oos e ends t ha t 

Yes . 

••.. I ' m pi cki ng up. 

And Eddi e Ba rtelt has some . 
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I mean I pr omiSed you some thi~s ; don't .rnol'l .. he tner 
you f orgot t hem, but Just hbven t hsd time . Got a 
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letter on Agriculture today - got dr afts _ but 
just haven' t had time to give it to you. 

Well , I'd like an hour tomorrow i f you could spare 
i t. 

All right . 

J..rchie? 

Nothing . 

Miss Roche? 

Notaing , sir . See 10u some time this week . 

Cy? 

(Nods nothing) 

Graves nad a l etter re~ody for Social Secur 1 ty Board 
telling of tha t - giving the ••..• 

Par don me? 

• •• giving t hem the t abulation for the costs on the 
collecti on of t he bocial Security t axes, with the 
idea of putting some field men to work. Now, the 
conclusion in tht: t - we 1 re sending over the l etter ; 
it wil l be in to Roswell for signa ture within an 
hour; Graves prepared i t - telling taem tha t wi th 
the money we have , wi th the budget ·:~e have, if we 
collect on a quarter ly busts, quarterly return, we 
can do the Job; if Ne cont inue t o collect on the 
monthly basis , 'lfnich l s the one t hey have laid down, 
it will take f our million dollars a year mor e . Just 
f acing facts, tha t's &11 . Of course, from a Treasury 
s t andpoint, from the st ondpoint of collection of 
taxes, the quarterly return s eems adequate . From t he 
sta ndpoint of the tly-by -nlghter getting away with 
something, the Soci a l Securi ty Board objects t o the 
spreading of tne time to the quarterly b asis . But 
the facts are there ; that is, the program i s there 
a nd it ' s pretty concretely l a i d down, and I thought 
t he only fair thing we could do was merely to t ell 
the Board tha t if we have t o collect on a monthly 
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basis, it will take more money t o do i t , because 
you' ve just got to send people a round and it's 
going to take a lot of them to do it . If we can 
be relieved of the office work of - having only 8 
third of the office work - we can do it wi t h wha t 
we ' ve got, 

Wha t pr essure is on them to agree that the four 
million ought not t o be spent? 

The' pressure Nill b e before Dan Bell . 

Take a lot of pr essure, too, to spend more money. 

\'/ha t I mean i s , in the end, do we want the monthly 
r eturns and you take it out of the Inter nal Revenue 
appropria tion as best you get it? 

No, we haven't got the money in the Inter n&l Revenue 
appr opria t ion to d evote to it . 

lihht l oss of interest is i nvolved in <;uarterly 
collections us opposed to monthly collection? 

.Vell , you get <. con!liderllbla sum of money . If 
t ha t wouldn 't be p~< id in every month, only be p81d 
<;uarterly, you ' d have )J- knd oO- day lapses . 

Af t er the f irst yeur, you 6 a t practically the snme 
amount of coney in every yecr . 

That ' s a lot of dough. 

l'le ' ll do it on a quarterly basis tnd ge t more ooney 
t blln we are getting on thb monthly basis without the 
field v;ork, becaus~: there is e tremendous number of 
t hose that are not being pai d . 

While you ' re on Social Security, I notice i n the 
puper tha t there ' s going to be a conference her e on 
November 5th of t hnt council r egar di ng e change i n 
t he Social Security Ac t with respect to the old age 
reserve . I s t he Tr easury r epr esented on that in any 
way? 

Nho ' s going to the meeting? 
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I d on't think so . 

Ob no, t nat• s an appointed committee . 

Appointed committee ~o pass on ...• 

Vandenberg last year ..... 
Appointed by who? 
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Senator Harrison and ~. Alt meyer in conjunction, 
there being no member of the Ways and !.leans Committee 
on it . 

Y.ba t 'Re bad , ,; t t he rc« ues t of t he 
very secret comoittee 11t1icn re~olly 
Altmeyer and ourselves . He w&s in 
wer e away, see, and l eft a r eport. 

no, I didn ' t . 

President, is a 
boils down to 
here while you 

Did you see tt? 

Wel l , you ' ve got it, Haas . Wil l you show l t to Bell? 

Yes, sir . 

And George 'NilS to get some people a nd work wl th 
Alt meyer on this thing . Di d you ever get your people? 

No, but ~e •re .. or~ing on it . 

Nh~ t? 

.ve b.aven' t got t he people, but .te will have so:ue . 

And Altmeyer .. as goine ~'lilY for a month on a 
speaking tour &nd when he got bacA we would sit 
down and talk it over. And when he got back, 
naturally you (Bell) woul d sit in on it . 

I ' m interested in that reserve . 

Tbe President asked us to do it and do it very 
quietly, and the purpose was tog et ready and 
answer Vandenberg . Vandenberg ;vcs going to ~o 
out and try to get more money for these peop e . 
Try to be ready to a nswer hie an:/WBY • 
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I think you ' d be very much interested in their 
trying to break d om the reserve . What tney ' re 
trying to do is spend it as f as t as you get it. 

Yes, he said thet. 

All r ight, everybody? You all right, Mac? 

Yes. 

• 

221 

Regraded Unclassified



R.Burgese: 

H.r.t .Jr: 

B: 

H.M.Jr: 

8: 

H.U.Jr: 

8: 

H.M.Jr: 

B: 

H.M.Jr: 

8: 

H.!J,Jr: 

8 : 

H. Al.Jr: 

8: 

H.M.Jr: 

8 : 

H.M.Jr: 

8: 

H.W.Jr: 

October 19, 1937. 
10:16 a.m. 

Things have been fairly quiet so t ar. 

Yes . 
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Ths~ , was a l ittl e selling ot t he longer bonds, there 
weren t enough bide in there, so we had a fellow putting 
in bids. We bought about t wo hundred thousand. 

Oh you sport . 

But ther e doesn' t seem to be much pressure on it. 

Uh- huh 

Mos t ly deal er operations, eo tar. 

Uh- huh. 

the notes are quiet. 

Yes . 

The quotations, I t hink when we ge t a full list ot t hem 
will be a l ittle bit ott from t he after market, ot 
cou~se it will be some ott trom t he closing last night,­
bonds may be five or six thirt y seconds ott from the 
of ficial closing. 

Yes . 

And the notes two or three thirty seconds. 

Yes. 

But they a re less than that off from the after ~rket. 

I see. 

The stock market seems to be behaving reasonably well, 
it'e ott one or t wo pointe, the b i g blocks traded in. 

The big what? 

The bi g blocks have been moving. Steel 1s down to 
:;s-79 but it' s rather better than I think people had 
expected. 

I see. 
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There wae no question about whether they could operate 
a market this morning . 

Oh really. 

Oh I had several pointers. There were some did more 
sell ing orders than buying, that they weren ' t sure 
they could make a margin on some or t heir stocks. 

I see. Well, if anything happens that's interesting, 
give me a ring t oday, will you? 

O.K. One or the thing s interest ing, they didn ' t find 
restrictions orr t he Central New York Power. 

Yea. 

This morning, and they dropped to ninety three and 
three quarters. 

Uh-huh. 

They were sold at ninety nine. 

I see. 

That's a little surprising, and the Bethleheme are 
quoted t his •orning at ninety one - eighty one and 
a halt. 

Eighty one and a halt . 

Yes. 

How much ie that ott? 

Well they were originally offered at par and they were 
offered ninety five and a half, and then t hey distributed 
the bonds to the Syndicate, and they'd been offering 
them at whatever t hey could get tor them. 

I see. 

So that's - the Syndioate paid 98 . 

And what are t hey selling at today. 

halr Bo•e or those boys are taking 
Eighty one and a • 
an awful licking. 
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I• that up troa yeaterday or not ? 

No, that ' s down. It wae e1ghty three yesterday­
eighty three and a halt. 

I eee. Uh-huh. Anything elee . 

No, nothing epeo1al . 

All right . 

2l4 

Very good. I ' ll oall you again it there'• any change . 

!bank you . 
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Good morning, Henry. 

Yea. 

October 19, 19~7. 
10:56 & . II . 

Well, thie isn' t very sweet, you've been observing 
I suppose . 

Very sweet. 

Is not very sweet, no . 
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Well , I haven't seen anything since you talked to me . 

Yea~ Well t he stocks are very weak. 

They are. 

Steel's orr 4-7/Ss, motors is orr 4, Chrysler ia orr 7, 
niokel 1 s orr 2, AT & Tis orr 9 pointe. 

Fine, then that's the lot. 

So that- that's pretty nervous in t heir big box going 
there with very little buying apparently, and that 
got everybody money upset of course. 

Yes. 

Now the Government's are ott, I would say, a quarter to 
a half a point, t he long bond. 

Uh- huh. 

We ' ve been buying here and there, we've got three 
fellows working tor us. 

How much are they ott? 

AB much as half a point, the long Government. 

I see 

That's rrom last night's official close, that's a 
quarter of a pc1nt from the after market . 

Yes . 
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Something like that. But we are worki ng at it of 
oouree it' e not terribly heavy selli ng, it's a' good 
deal dealers . 

I eee 

Trying to liquidate their possessions. 

Uh- huh. 
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We're nipping along here and there, trying to keep an 
orderly market . 

I see. Well, I think that's about all we can do. 

I thlnk that' s all we can do . The whole thlng ia 
centered elsewhere, lt lan't centered in our market and 
there's no general aelllng of Governments. 

Well, we Just don't want any of the backwash. 

I think that's rlght, yea. 

Well -

We're golng ahead w1th l t, doing the beat we can. 

I'll keep 1n touch wlth you. 

All r ight, Henry. 

Thank you. 
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Hello 

Hello 

Henry lolorgenthau 

Yee , hello Henry, how are you? 

Fi ne . Did you call me~ 

October 19, 1937. 
2 : 38 p . aa. 

22.7 

Oh, well I t ell you, my eeoretary ie out and I didn't 
i ntend to disturb you but here ' s what it was. I Juat 
wanted to leave this message with your secretary. 

Yea 

Mr. H. J. Whigham whom I have known pretty well for a 
couple of years had phoned here and asked me to paee the 
word on to you that he's not a bad sort of a fellow. 
He has oome down here and I think he is going to be 
doing some editori al feat ure work for Cisey Patterson's 
paper and for other things. 

Oh. 

He wrote the book that wae oiroulated in the l at ter part 
of the campaign last year comparing England' s attempts 
t o beat the depression with ours . He's been a pro-
new dealer and he's really quite a heavy fellow. 

Uh-huh. 

'lhigham has a brother who's on the Board of the Bank 
of England. 

Uh- huh. 

He's a aaan of wide experience, a wealthy man I gueee in 
hie own right. 

Uh- huh. 

Who follows hie journalist io work more to ke ep hie hands 
i n, Henry, than he does to do anything alee . 
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I eee. 

And I juet wanted to g1'te h1a a fa.orable 1ntroduot1on, 
but I oerta1nl;r dldn' t want to bother you pereonally and 
I'a eorr:r :rou took the trouble to oall back. 

That1 e O.K. 

I hope ;rou 0ll f1nd Whigham all right. 

Thank you . 

All right, thank you. 

All right. Goodbye . 

Regraded Unclassified



October 19, 1937 

Steve Early called me at 10:30 th1a morning and 
s ai d that the White House had reoeived 40 t elegr ams 
trom a ll over the count ry urging t he Presi dent to cl ose 
the stook market and I told him t hat I thought 1t would 
be a major mistake t o close the stock market. He 1a 
sending these telegrams over tor me to see. 
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Oct ober 19 , 193? 

The President called me at 1:15. He talked to 
me about t he s tock market. He said that the most 
sig ni f icant t hing was •you did not telephone me• and 
he said, "The only reason I am telephoni ng you 1e to 
find out how the marke t is.• He said, "The White 
House has t he Jit ters• , to whlch I replied, "What do 
you mean by the 1 White House ' ?" He sai d , •Early and 
J i mmi e" and he also added , "I was quite rude to them.• 

I told him that I had checked up on business --
on the retail business and on business connected with 
t he housing industry - - and it is as good or better 
than it has ever been. I told him that business con­
nected with the railroads was bad ; that U. s . Steel 
was bad ; t hat the i ndependent steel companies were not 
as bad as u. s. Steel; t hat foreigners bought yesterday; 
that there was no indicati on of money leavi ng this country. 

I said that Walter Lippmann compares our situation 
to the French and points out t hat the French Government 
had to slow up their reform. The President said that 
there is no comparison between the French and ourselves . 

I said to the President, If you ask me, I would 
not know what to rec~end other than t he things we 
talked about yesterd.~y, which he should do in an orderly 
oanner. (l!l:,Jr will dictate his conversation w1 t h t he 
President . ) 

I also told the Presi dent t ha t I said to Elinor, this 
morning , that it seems strange t hat the peopl e who are 
closest to the President do not seem to know which way 
he i s going , a nd I also said to the President, I f you 
don't mind my saying so , I think that you and I should 
not be disturbed as we must keep our fe et on the ground. 
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- TREASURY DEPARTMENT 

IHTK" O,.,..a COMMU NICATION 

a•n October 19, 1937 

TO Secretary~nthau 

Ur. Haas~ 

SubJE>ct : Current U. S. t rade with Japan. 

l. United States exnorte t o Janen 

:;..Jet 3/eek 
, nd Week 

Both weeks 

October 1937 Oct ober 1936 

For whole 
month 

$26,663,006 

2 . United States i~orts froo J anan 

let Week 
2nd Week 

Both weeks 

Oo tober 1937 

$J, J2S,OOO 
1·~s~,ooo $ ,12 000 

October 1936 

For r.hole 
month 

$15. 930,000 

August 1937 

For whole 
month 

$24,644,000 

Au~et 1937 

For whole 
mont h 

$16,297,006 

(\"le cannot obtain September trade figures Vli t h Japen f r om the 
De'·~tment of Commerce until t~e end of this month.) 

3· Cotton exnort e t o J anan 

let Week nil 
2nd Week $192,000 

~ - ScreE steel exnorte t o Je.ne.n 

let Week $ 6~,000 
2nd Week 35 ,000 

5. ~aw silk 1mnorts !rom J anan 

l st Week 
2nd Week 

$2, 04o, 000 
2,M7,000 

(Average monthly im!)ort from Je.pen in 1936 wet; U 121ll1on. l 

6. Exnorts of iron and st eel eemi-msnuf ctured goode (exclusive 
or" acran . 

Las t yellr the monthly average exp-orts to J l'pan ?Jas lE'BB than 
one- quarter million doll nr s . I n t he fir st two ~eeks of thi s 
month 13t mi~ion left ! or Japan. 
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Secretary t!orgenthau - 2 

7. The followin 
e. pan 

Cotton, unmanufactured 
Finished iron nnd steel 

menufe.cture e 
Veh~cles, parte and 

accessories 
Wood, unmanufactured 
Tobacco 

l et Two weeks 
October 193] 

$192, 262 

1,000 

149,000 
78,000 
5,000 

exuort s to 

~onth of 
October 19J6 

$16, 876,000 

1,44o,ooo 

892,000 
420, 000 
JS4,ooo 

The fact t~~t the export ation of semi-manufactured iron 
-nl' steel eoods 1ncrPc eed sharply OVC'r last yeu ~<hile the 
cr~orts or f inished oe.nufactured iron ~nd s teel (consisting 
or hundreds of finished items msee of !ron ~nd steel, wire, 
hollers, hard~are, etc.) dr opped shar ply suggests chat we 
- 011ld expect, namely, th-t Japan i e concentrating on t!le 1)ro­
duct1on of var ml\terials end ~e reached capacity in the pro­
duction of iron nnd steel, i,c~ts pletes, eto. 

S. Im")orte from JAnnn nre •nur oxim" tel t h!' se.me as lnst 
year 1n 1M eun ~nt va ue . 

The one 1tem th•t shows:: ehar" incre•se is p1' r111P. oil 
(used as a substitute for l inseed oil in 'e1nts and vrrn1shee). 
Lr.~t October 1m.,orto ~Pre nil. ThP f!rrt tr.o ree~s o~ this 
~onth 1~oorts t c taied ~272 , 000 . 

9 . Exnorts to Hanchur1o. end !!orth Chinn . 

This • rea is, or course, under t~P control o~ Jl'.pan nnd, 
therefo,.e t he t•ot t bPt 'llal:!' of t he 7)1, 000 of U. s. e:<ports 
to thc t . nloea. consisted of steel shee ts •nd 1)l • tee end pract1oal.ly 
1".11 t he re:nainder of copper e.nd truclcs eugges~s t !l; t our eJ<!lorte 
to t hose areas consti tutes virtually ~~orts or t~e use of 
J~panese Dilitary forces. 

Ribbon 
ft 

this memo sent to the President 10/19/3/7 
copy of " " " Secretary Hull 10/19 37 

ft ft ft 
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Hello 

Hel1o, Mr. Seoretary. 

Hello, Cochran 

Yes , sir . 

October 19, 19~7. 
2:46 p . m. 
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I got your cable today and I oould read between the 
l i nes what you were getting at, you see. 

Yes 

That you had seen the two men I had asked you to aee. 

Yes. 

Now, is this one men, would he consider coming oYer here? 

I haYe gotten in touoh wi th him and he'll oall me, next 
'l'hureday. 

What's t hat. 

I say , he 111 oall me on 'l'hur aday. 

Yes . 

And Friday morning I had the Professor come at eeYen. 

Yes 

He was Yery muoh interested. 

Yee 

He preferred that the invitation oome first -

Yes 

On your 

Come how 

From the Mi nister 

Did the inYitat1on come what 

Preferably by the M1nieter. 
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Oh, I 11ee 

And 110 I went to 11ee the Minister that afternoon. 

Yea 
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Without mentioning that I had tiret seen the Prote11eor. 

Yes 

And the Minister 
that he should have 

He thought what 

The tact that I 
visit with you. 

Yea 

Waa an excellent one . 

Bonnett liked it. 

on having the 

~ea he said that he wae very glad that you had put it 
up to him. 

Yes 

And then discussed whether i t would be better to have 
some one directl y in the Ministry or some one such ae 
the Professor -

Yea 

Go over 

Yea 

And his teeling then Dr. 
several things . 

Yes 

1s. Conelderating 

That it might be better to have the Protea11or. 

Yea 
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So he said that the Professor would be hle tirst choice. 

Would be hie first choice. 

Second choice, a man named Bouduin 

Bouduin 

He was one or the members or that committee. You know. 

Oh, yea. 

And he is now a banker here, but it's one of t he State 
banks, the bank ot Indo-China. 

Uh-huh. 

And he's very close t o the Minister. And t he Yinlster 
told me that he would take it up with the Professor. 

Yes. 

That he 'd have to t hink over, over the week end. 

Yes 

I told him Friday . And t hey see me at f our o ' clock, I 
was talking to the Professor • . .. 

Yes 

And h e said that he had not yet heard from the Wlnister. 

Well , let's leave i t -

in t here . Had a Cabinet meeting 
and so on. 

Well, when you do hear, you phone me. 

Yes, when I hear anything. 

Yes, you telephone me. 

All right . 

See. 
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But I haven't suggested yet •.• 

I wouldn't, I ' d wait a couple or da7s and see what 
happens . 

All right. 

Now, today is Tuesday. 

It they choose a Government man they would choose 
Rouerr 

Rouerr 

Xes 

No, I don't want anybody but the Professor. 

That was my reeling, that it would be eo much better 
it you could get him. 

That's right. 
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So I pulled tor h1m strongly, I told him that you knew 
him and had absolute confidence in him, and eo on, and 
eo on. 

Now, I fixed it up with the Institute tor Advanced 
Learning at Princeton . 

Xes 

Professor R1etler 

Yes 

And I may be able to get them to invite him. 

Be able to get What -

They will invite him to give ~everal lectures at 
Princeton. 

Yes 

You might tell him that, you see. 

Yes, I pointed out here, annual v1eit and make aome 
lectures . 

Ye• 
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When he would inoident&llJ be oalled down in Waehingto~ 
Just as the other man did when he was on leave in our 
neighboring oountrJ. 

Yee, but Riefler eaid the71d be delighted to have hill 
give some lecturee at Princeton. 

Yes . I took R1e!ler over to eee him, you know, and 
they got on very well. 

Now you know the Proteeaor'a eon is here in New York 
now. 

No - yea I k.now. 

Yea. 

When the Professor spoke to me this morning, he aaid 
that he would have to be in troll the 
4th until the 6th ot November. 

What' 8 that. 

had appointa ente 

I aee, well he could coma right after that. 

And I told him it would be better to go in November 
and have everything over long before Christmas. 

Yea. Now let me ask JOU this. - Hello 

And 80 it • 8 beat he should be ready to go ehortly after 
t hose dates, I'm sure. 

That's right. 

the 12th. 

Let me ask you this. uond&J and TUesday how muoh did 
the French tund ga in. 

On yesterdaJ they gained one hundred eixty five million 

trance. 
One hundred and e1Xty five a1111on trance on Monday. 

Regraded Unclassified



c: 
H.&t.Jr: 

C; 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H. IL.Jr: 

c: 
H.l4 .Jr: 

0 : 

H.M.Jr: 

c: 
H .M. Jr: 

C: 

H. at . Jr: 

C: 

H. M.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

- 6 -

One hundred eighty- tin trance. 

How IDUOh? 

One eigh1i' tive. 

One eighty tive, yes. 

on Monday, on Tuesday three milli on eight 
hundr ed t housand pounds. 

Three lll1llion eight hundred thousand pound a . 

Yee, I haven't converted that, t hat's the way they 
gave it to me. 

I eee. 

That was in both sterl ing and dollars. 

Uh-huh. 

Two Ameri can banks operated for them today. 

Yea . 

Run about one million dollars. 

Uh- huh. 

And eo they were very well pleased tonight when I 
t&lked with them. 

Good. 

Tnie ia one of the beet days, Friday wae very bad. 

Uh-huh. 

TodaY Juet about oftaete Friday. 

Well you oouldn' t send me a cable givi ng me what the 
net gain is since Monday a week ago. 

All right. 
Gi ve me a oable, giving me how much the net gain 11, 
eo we can Just check 1t, you see. 

23~ 
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Up to tonight, the market was checked 
about nine billion francs. 

Well, that ' s good enough. 
trance. • 

That gives me nine million 

called me a while ago. 

Nine billion. 

Yes 

That's t onight. Well that's all right - Now let me 
ask Archie, he ' s sitting here-

All ri.ght 

Well, Just to make sure give me what the net gain is 
anyway in the last t en days. 

All right, sir. 

Give me that figure besides, give i t to me in dollars, 
will you. 

Silver 

Dollars 

f rom Swiss banker you know, 
ot silver, and Swi ss francs. 

Yes -Hello 

Hello 

What did you say -

They say t hey are getting a loan of t wo hundred milli on 
Swiss francs trom t he Swiss you know. 

Di d they- did t hat go through. 

That's gone through , yes. 

Well, I'd be -
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It'e not here yet. 

Well, I ' d b e interested to know what the terms of the 
loan were . 

The t erms or the loan I put i n my telegram. 

Well, d1d you. 

What . 

All right 

Uh-huh. 

So that will give them another b i llion four hundred 
million approximatel y . 

I didn 't - what are they getting. 

The two hundred m1111on 8w1es trance. 

Yes 

Which would be a pproximately one billion tour hundred 
million French trance. 

I aee 

That will come through t he stabilization tund. 

Uh-huh. 

So t hey ' ll be indebted to three . 

I aee 

Hold t hem for a while. 

Good· All right . 

There ' 
8 

Just one qu.eat1on. I have not mentioned 
vieit to any one i n ~ organization yet . 

thU 
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No, but when I get ready it will come - the invitation 
will go through the State Department formally. 

I eee . So keep it quiet t or the present. 

That's right. 

All right. 

That's right . O. K. 

J.ly ohief comes baok to11orrow night. 

All right. I get you. 

All right, sir. 

'l'hanlr. you . Goodbye. 
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SEcrEt ary of StatE , 

ilashi ngton, 

1471, OctobEr 19, 5 p , m. 

PROt" COCH'LV' . 

GRAY 

Paris 

DatEd OctobEr 19, 1937 

REo 1d 4:37 p . m. 

"rEnc'-1 cor·t;!'Ol was apparEntly s:.tccEssful all dAy in 

acqu• ··ing acErl:.ng at from 146 . i:iO to •:4. Forward franc 

also n"1rE bid and discount lowEr . OnE Pat•is Amr:::-ica./\ bank 

today purchlls£C: i,l , 400, 000 for t hE contro:. and :motbr. r 

approximatEly $1, 000, 000 . nrntEs lowr.r . : ntErnatio1als 

quitE wEak and sEntimEnt EspEcially 'Jnd aftEr Nrw Yo-rl: 

opEnEd today with hEavy dEclinE . 

I havE talkEd with SEVEral Paris AmE:::-ican bankers 

who strEss thE worry causEd in EuropEan circlEs by "thE 

lltw York s!:ock markEt collaps£ . WhilE thErE is not yr t 

much Frrnch capital bring r epatriatEd dirEctly froll' !lew 

York to FrancE, thE Amtrican situation is CErtainly on£ 

of th£ factors aiding 1n franc recovEry. ThE usual rumors 

in rtgard to possiblE changts in AmErican monEtary poli cy 

arE rEcurring. Swiss continuing to (*) American sEcuri­

tiEs and disposing of dollars against stErling or gold 

in London. 
ConsidEr ing 
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UIS 2- No , 1471, OctobEr 19, 5 P• n: , , from Paris . 

ConsidEring labor, i nvEstmEnt and budgEtary situa­

tion in Uni tEd Statts, on£ financial writtr on this sidE 

rEmarks that AmErica ie no lEss in nEtd of "pausE" in 

soci al lEgislation and govErnmEntal rEstrictions than 

FrancE. 

(END OF SECTION ONE, ) 

YIILSON 

svs 
( *) ! ppar~nt Gi'l,.ssion. 
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PARAPHRASE OF SECTION TWO OF TELEGIW.! NO l 47l OF 
October 19 , 1937, f r om Par ia • 

I wae informed by my market contact th&t today a 

French control official asked him whether the fund would 

do better to purchase gold from the Federal Reserve rather 

than from the equalization fund of Great Britain. 

I am told by the representative of the Bank of Italy 

in Paris that !.laria Theresa silver thalers are being 

busily coined by mint s in France, England, and Be~i\111, 

The Italian Government fixed the rate of exchange for the 

thaler at one for twelve lire when t he lira was made the 

official currency of Ethiopia. The silver content of the 

thaler is worth only five lire. According to my f riend, 

this difference in value is the reason for the activity 

of the firm of Samuel Kontagu in the coinage operations 

mentioned above. The thalere are shipped to Etgypt, Ieny&, 

etc., and smuggled into Ethiopia where they are eold at 

a profit ; the lire notes obtained therefor are brought 

to paris and are being sold here nt a rate which makea 

it difficult to peg. It seems t hat legal action to 

stop coinage ie impossible because the thaler is now 

only •token• money. 

END l!iSSAGJ!. 
WILSON. 

U :L'II 
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,ri ... .._. lllil.lll ,__... I ..,U .. tbd u fu aa I •• nan Jill& 
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rr 
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a.J...._ u;Jtet ... _. _.,, .. ·- 111 ...-, •• u a •"• of fMt 

...... w .... ,,,. ........ -- .......... ~ ..... 111 • ...... 

lo Uftl.al\SN .... a ..... 1ll I • 7 •• "'U-' .., • onehr II., 

al.~t'-... ~ll -· u .. 9GF ..u Sa41Yllllll ................ aSP' 

It_. •• Sata .. er e. .. lllllllc _., 1a 
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-~ .. .. .,, ........... , ..... , Ill _u. ... 
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P'RDCRAL lltiiARVE . AHK 

Of" New vo-.K 

r FICE CORRESPONDENCE D ATE Od.t. 111 JIP • 

SUBJI!<:n f!IL OW C Mf IPJM IJ!W 

'--------~---~•L· 'h te -.-
liD•'· til~ felU'II wrl4 pneea, of ~•• a4 ~. r..o .,_, •• 

4opreda\e4. ~• l'r• Celt\ 1A ~. hAn ftad b1aaolf 111 a pro"' 

-'r.c podH•. !lao ..... , C.taaal el..U•• .._. ~-.. ~. 

dabl.o el•-'• of ~· r.,..lar "-'· tno, ~· na w laia .. 

bat \bU tala ........ 1Jiafptfi .. t ~ .. -- ~- _,1'7 ..... 
to h•e ... .-.. or feara4. It bam .. • lbnld 4.&anol'do 111 Jam•, 

1A lld.eh ... ..,u-4 -.14 prottatll.T toll-, ~• r..aldcbt ..U ban a 

trodar '*-•e of polU•t ~l'OIIIh ••hal.17· 
Cuipal •• U.o U4 a falr]J' pod 4q todq, t•'•'•l p~ 

abl)' a OCNJ).e of w1 n t • ,.... •• 

Bel'- Ul• rotena4 to •r told aaloa 1a r..,_ wt.Ul'lhilll, 

ho ,._,..,, ~~ bad 'b .. ld\1at • .-tto wall, eMtn1 tha' 1t 1oM .. 

to h1a aa ~h he IIlah\ 'bo abl.o '- tal rid ot a lot 110ro. I I'Ofll .. 

that we ldP\ _, '- aa11 we~ anpt poaa1tll7 tlo,ooo,ooo or • 

1104 ....... he ...... " .-14 ...,,. to ~- told pd." 1A ·=· ... 
•• ware •• of ~· -an u aall••· thd ... e ••.U•, ho ~ ... 

'tlbiah waa nUl• u.-rMaa '- ~-- If baUara ot .. llara -u-.. w 

ana "'• 111w 1eu 110d r-4 told 1 ... heel.T aft1.ldlo, thor ,, 

pi'O~ UlNIJ Ula1r .. nan • ~· ..m•, 1d.Ul Uao 111w1\alllo rualt 

\ba\ \he pr ·- • a-ld 111 ._._ ..-1• n... I .. naa with hill thd, 

1A \ha\ .... , ~e pld prtoo llieht ••• _.lll'IU17 ae •• to ar -..~ 

peiat of aa .. ..£".,. D ..... W •e al-~- llkel)', •••v, ._. 
u.u .. u• of ,.u •• Ml"'ll• 11)' to"'' • ... _,. to •• halll\Oat -'11 

poUUael -a.tt•• Ill • ...,. W Ww... ~ llal ... • '"- ... 
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l'llDEIU.L RESERV• BANI( 

OF NEW YOAIC 

DATE ...... U. 1111' e 

SUBJECT• ........ CIIH sp;• W!IJI 

••••• -·-
tQUe w1Ur~ t.r Ute \1M lleilll• \ka nel JrHl• 111 • ..,. hl-. taa. 

re1aU•• "'•'••• n.17 _. .. ~ 111dtb "" aot a..U.. ..,. lltMer. 
Ba\ i f Uaa\ ,~. wn elhd•ah4• \be tollu -s." ..U taa wuer. 

l . ' 
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October 19, 1937 

To: The Secretal')' 

:rr oou llr. liagill 

Conference w1 t.h IIeure. Corcoran aDd Cohen 

llr. Corcoran aalced for a conference in order to preoant three 

tax reco=endationa. 7iret , the7 would like to han a woYioion in­

s erted in t he i ncome tax law m&kiDg ot ock di Tidende taxable aa i ncone. 

The)' believe that in thie Wa7 a good aanr obJect ione to the undietrib­

utod profits tax could be ellainatod aiDCe corporation• could obtain 

a eredi t for a t axable dist ribution by decler~ a atock diYidencl. aDd 

retaining thei r eorninga. A like proYiaion waa held unconatit utional 

b7 the Supre:oe Court in ll.aner .,, llaeonber, but tbe7 t hink t he !llpriDe 

Court ia in a frane of mind at present to reverse itaelf on thia point. 

I pointed out a number or difficulties and did not eollll11 t ~aelf on 

the proposi t ion. I think the better opini on ie that i t i a unsound for 

corporation• to uoe atock diYidendo .. a regular fol"':: of dietributlon, 

ae the llorth Ameri can Comp&n7 aDd the :Elect ric Bond and ShAre did prior 

to the depression. IIeure. Corcoran e.nd Cohen t acitly conceded t hi a 

point and that t.he propoaed proYieion would therefore encourage un­

deair abla corporate practice. 

Second, they would like to han t ax- exempt incoae t aken i nt o &<>­

count in dete,.,.in1Dg the r ate or tax applicable to taxable incoae. 

I told thea we had thil p r opoai tion under coneideretlon. 7inall7, tba)' 

would like t o see a atr aigjlt-forward provioion to tho effect that all 

interest on future iuuea of atate and J'ederal obli gation• 11 subJect 

to the i ncoae t ax. 

~c o f thi~ ~emo fi l~d under Corcor an - of~ic . rile . 
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