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in oonnection with proposed corn loan1 Wallace now 
adYooates loan or 50¢ per bushel- 10/20/)7 •••••••••••• 

a) IDIJr states $)00 llli.llion 1a added to next :year's 
budget regardless of how loan ia worked out 

Book 
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b) Wallace wants COJDodit:y Credit moved to Agriculture; 
IDL1 r opposed 
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tr<a Jesse H. Jones to Senator Smith stating that 
C....odlt:y Credit Corporation and Reconstruction 
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ConterenceJ preaentt IDL1r, Jones (Reeonatruction Fin&nce 
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OF NEW YORK 
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L. -LJa-.,._ __ _ 

OATE-Oci~U IQ.-Ua'l' o 

SUBJECT• tii.IPBOIK OOIJUIIIJOI 1ln'll 

--~--OLDAJCL 

llr. C~el. oalled ·~ aau toa,. na """"•• -.ftn hM 

t ul'lle4 qa1Dn the treo th.la •l'llbc• be aald (proballl7 aa a real\ 

ot t he n .. • \bat ael.ar1a• of ao•aa.•t ap'OJ'Ha W~Nld be nl•ed)J 

howwar. ill the aftemOOD be lla4 bee able to ba7 buk •n of 'llbat ba 

had bad to .. u th.la •1'1l1111 ill •pport of the tnao. lillH a .. .-....,.--.. 

lan Sa~ur«q. ba hM rooalYed ill n erl1aa aa4 4ollua. •nl7 narU.., 

about teo.ooo.ooo -rtb of toralp CGrreoiaa. ftalr poai_.., •• H 

ur wa• not u 7-' 'llbat 1t lli&bt be• ••arthel.Ma, wu •OPT •• bntu 

than it bad b... ~hQ' ware not ••17 fu trw the tum, be ..._lilt, 
it it bad aot el.raa4T -•· Barria& aoo14•ta, ha 41d ao\ baU•• thQ" 

-14 aaa1D h&Ya -.ftata •ob •• thQ" had raa•UT 'M• ~. 

Wa 41aCGaaed a -bu of topica. I ••UODed that •• atooll: 

aarkwt waa ••17 •cb 'Dotter toclq• 'Daf.a& at the __ , troD'- to ftn 

poillh up trw len U.ht' a oloaiD&. I alao qoko of tba 1•••• n.or 

to tile afton \bat we ware, before :L.c, aolaa to nlae tile &old pr1H 

to $4.1. Caripel had baa.N of 1t •d thoa&ht \hat ill all piP'ON~\7 

t he o:rl&illatora of th.la n.or - the -• •• t.boae 'llbo '-lko4 all I ' 

lower &old prioaa baoll: 1a jp..U. llq of tlt.la 7.-r. I retarnt to U.o 

n._,Ul of tho 1111aa tr•c 'llbicb, I aald, I udaratoo4 hM to .. W1U. 

the 11tai4aU• tor lwtaa ••=•• ot a.-r1Uaa 1D Ulia aa4 Ula '••• 

aarttat. Caripol rapUo4 tba' thd Ml.llod wt.U. illtom&U• he had II.M 

•d ..... thd ba 11M al• bOU'Il td •b .... Ual ~·•• ~ the 1111 .. 

or pld 1a U.a '•« IIU'It& 
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H.M. Jr: 
Randolph 
Burgees: 

H.II!.Jr: 

B: 

H. lt .J r: 

B: 

H. l.I . J r: 

a: 
H. lo! .Jr: 

B: 

H.M.Jr: 

B: 

H.W.Jr: 

B: 

H.M.Jr: 

B: 

H.W.Jr: 

B: 

H.W. J r: 

Hello, Randolph 

Hello Henry. 

How are you? 

Fine 

Ootober 20, 1937 . 
9 :18 a .m. 

One thing, when you see the newspapermen this 
afternoon - I thought that that little thing in the 
Tribune was unnecessary, uncalled !or. 

Well, eo did I . I raised hell about i t . 

Page M.r. Uorgenthau . 

Yes 

Now, I'm quite sure without even asking you that we 
had our orders in. 

Why o! oouree we did. 

And -

.., ..... 

They had ordered them right !rom the beginning , we did 
it quietly or course, we did it eo that people wouldn ' t 
observe it, that is a sign that we are eucceee!ul in 
hiding our hands. 

Well , would it - I know t hey won't retract, but I 
would appreciate it i! you'd send !or the Tribune 
financial writer that covers down town . 

All right. 

And, I mean- I know they won't retract, but I ' d Just 
like to let them know that we know what they wrote is a 
He. 

Yee. 

But you can, I mean tell t.hem politely, but I think 
it pays to ca.ll them even though I never expect -

Well, I was sore about that this morning too, because -
Did you see what the Times said? 

No . 
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H. J.t . Jr: 

B: 

H .1.1 . J r: 

B: 

H.N.Jr : 

B: 

H. J.I . J r: 

B: 

H.M.Jr: 

B: 

H. l.I . J r: 

B: 

H. N.Jr : 

B: 

H. l.I . J r: 

B: 

H.M.Jr: 
(aside ) 

H.AI . Jr: 

- 2 -

The Timee eaid there wae no sign of ot fioial eupport 
all day. 

Well, there you are. 
it paye t o oall them 
that we know they're 

Yee 

If you don't mind. 

No, that one -

But on the Trib thing I think 
politely, but Just let them know 
not telling the truth. 

Now, we have, somewhere, I don't know the exact­
I ' ll ring f or Archie - so111ewhere a little over four 
million dollars we have yet to buy. 

Yee 

It mus t be about four m1111on one or tour million two. 

I see 

In bonds. 

Yes 

And we go fifty-t1tty today. I mean I think as I 
understand it, we bough t some eight hundred thousand. 
It's somewhere a little over tour m1111on. 

Yesterday -

No, tor today. You should have orders from us for a 
little bit over four million dollars. 

I see. 

See what I mean. 

Yee 

I Just hear the boys coming - How much ia t he differenoe­
(how auoh has Mr. Burgees got yet to ~uy, I said a little 
over four million) 

Hello 
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H.Jt.Jr: 

a: 

H.M.Jr: 

a: 
H.M.Jr: 

a: 

H. !ol .J r: 

a: 

H • .M.Jr: 

a: 
H. t.l .Jr: 

a: 
H.M.Jr : 

a: 
H.W,Jr: 

a: 
H. loi . J r: 

a: 
H.bi. Jr: 

a: 
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Yea 

The difference between five million and eight forty, 
whatever that is. 

Uh- huh, I aee. Now yesterday, you know we bought five 
million, altogeth~r. 

(aside) (How much is it) Four million one eixty. Our 
order today with yo~ ie good for four million one e1xty. 

Four million one sixty. 

Yes. 

I don't think we 're going to have much of a difficult 
time today because the market was better after the 
cloee. 

Good. 

And I think for the time being this party may be nearly 
over, but we will be all ready to function, anyway you -

Well, you've got an order from ue for four million 
one sixty. 

Very good, we' ll match it ourselves . 

And after she opens will you give me a ring. 

O.K. 

I mean when you have the feel of it . 

Yes. 

Thank you. 

First rate. 

You will talk to the Trib. 

I will 

Thank you very much. 

Very good. 
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Randolph 
Burge 11111: 

H.M.Jr: 

B: 

H.loi.Jr: 

B: 

H.A!.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

B: 

H. loi . Jr: 

October 20, 1937. 
10:16 ..... 

And bU)'ing orders rather than eell1ng, one or two ot 
them. 

Yes 

And its steadier than last night ' s closing or a 
little better than that. 

Good . Fine. 

The Board's very quiet . Not many changes yet . The 
etook market - steel has opened ott. 

Uh-huh. 

Three pointe, but the rest ot the market seems to be 
holding. 

Good. 

didn't sell much else. 

Good. Thanks Randolph. 

All right, Henry. 

Goodbye. 

. 5 
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Operator : 

H.JA.Jr: 
Herbert 
Feis : 

H.III . Jr: 

F: 

R. M.Jr : 

F: 

H.!i.Jr : 

F: 

H.U. Jr: 

F: 

FI . M.Jr: 

F: 

Fl . li..Jr: 

F: 

H. !A. Jr: 

F: 

H.U.Jr: 

F: 

B. l.l .Jr: 

F: 

Go ahead . 

Hello. 

Good morning . 

Herbert . 

Yes sir, how are you. 

October 20, 1937. 
10:43 a . m. 

I 1m all right . For you to think over, pl ease . 

I beg your pardon. 

I want you to think this thing over . 

Right sir. 

What I ' m telling you. 

Right sir. 

. 6 

We got notice from China that they ' ve sent two hundred 
million ounces of silver to - from Hong Kong to London, 
they want to do me the courtesy of giving me the f irst 
chance to buy it. 

What a pleasure. 

V.hat. 

\'lhat a pleasure. 

Hello 

Yes, I say what a pl easure . 

What a pleasure . 

Yes. 

Now, just - this is what tMy say 1n summing up - In 
vie'll' ot the vital importance of sustaining Chinese 
currency, tbe Central Bank or China earnestly hopes 
the Treasury is in a position to participate in this 
operation. Would appreciate your views as soon as 
convenient. 

Who does it come from there, may I ask. 
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H.!.I. Jr: 

F: 

H.U. Jr : 

F: 

H.M.Jr : 

F: 

H. 'l . Jr : 

F: 

H.M. Jr : 

F: 

R. !i. Jr: 

F: 

H.M. Jr: 

F: 

R.!.!. J r: 

F: 

H. M. J'r: 

- 2 -

Well it comes f r om our man Nicholson am he doesn't 
mention names, but i t ' s the Central Bank of China . 
He doesn ' t say . 

And that silver is in -

Enroute . 

fmere i s it now? 

It 1 s on the water, between Hong Kong and London. 

V/ould anyone have to know that you' re doing this? 

Would anybody have to know it? 

Yes. ~ .~ .... 

No - I could buy - hold it ther e a while . Think it 
over. 

Wel l , what I - look here, it looks to me - 1f you 
want to give them a swift answer. 

Yes . 

This is certainly important enough to talk t o the 
Secretar y about . 

I don't Ylant - I mean - what do you call swift in 
the State Department? 

Well , this week. 

Oh. (laughs) I'd like to have - I think we ought to 
send him an answer not later than Friday night so 
they get it Monday morning . 

See , he's up 1n Canada . 

Yes . 

Am I don't think a nybody is going to be Ylilling to 
say anything without consult ing him on this . 

\Vell 1 this is in your lap. 
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H.M. Jr: 

F: 

H.M. Jr: 

F: 
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All right. it he - I shouldn ' t be surprised it 
you'll tim hill telephoning here down troa Canada. 

O. K. 

Probably tomorrow. 

Righto. Thank you. 

Ri ght. 

.a 
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Herbert 
reu: 
H.W.Jr: 

F; . 

H.W.Jr: 

F: 

H.W.Jr: 

F: 

H. M.Jr : 

F: 

H .!l. J r: 

F: 

H.M.Jr: 

F: 

H. J.l.Jr: 

F: 

H.W.J r: 

r: 

H.M .Jr: 

F: 

Wr. Secretary. 

Yee 

October 20, 19:5? 
1112? •••• 

'!'hey aelted ae to eay thie to you, that 11' the freaeury 
··from ~he point of view of ite own policy ie going to 

proceed to buy that silver in whole or part, we have 
no objection. If in making it'e decision the Treaeury 

:.9 

ie taking into account the Far Eastern situation, we 
again have no objection, but wonder whether ooneideration 
shouldn't be given to the idea of going slow in taking 
it in bite . 

Uh-huh. 

Ie that -

Of oouree, that'll all right, of course -

'!hat's fairly clear. 

Moderately. 

Well, can I make it any clearer. 

No, you mean you more or lees leave it up to ue, but 
with a feeling that youSjuet ae leave we'd take it 
easy. 

Well -

We put it this way -

Certainly if you want - Ye1, go ahead. 

I don't oall you up when Japan offers us five mill ion 
dollars worth of gold . 

Preoieely . 

I don't even call you. 

Precisely. 

I just take 1t . 

Exactly. 
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H.M.Jr: 

F: 

H . 14.Jr: 

F: 

H.M.Jr: 

F: 

H.M. J r: 

F: 

H.N..Jr: 

F: 
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But thie thing ill 110 auoh bigger. 

Well I wouldn't want to get- you to get any idea 
that t here'• any objection OYer here at all. There 
oertainly ie not, but what we' re 11aying ill that - t o 
the extent that you're aortng w1tta eorte of that 
P'ar Za11tern llituation in aind, •• you ear, talte it 
ea•r · Taite it i n small 11tep11. 

That'• rigpt. 

Now -

Before I make up ~ mind I 'll let you ltnow. 

·wellee al11o eaid - •re the Secretary of the Treasury 
tallt1ng to t he President about it• , I aa1d I don't 
know, I preeuae he will . 

I will. 

All right. 

Thank you . 

Right . 

10 
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October 20, 1937 

Wallace and I had luncheon today with the President. 

Wallace ea1d he simply had to make this com loan 
and t hat he was committed to it . Talked a lot about 
par ity and a loan or 60 cents per bushel. The Presi­
dent ea1d: 1Where do you get that 50 cents eturr. The 
last I heard it was 45 cents .• Lot more talk about 
12- cent cotton i s as good as 60- cent corn , but the Sout h 
needs i t worse than the Corn Belt . Whereupon I started 
t o laugh and Wallace ea1d it was no laughing matter; t he 
first thing you know the people in the Corn Belt will 
say that southern Democrats are in control . The Presi­
dent sa1d: ' That ' s nothing new , Henry.• 

I pointed out that while th1s might not cost the 
Budget or the Treasury any money in t h1s fiscal year 
t hat beginning with the first or Julf, 1938, the outside 
t1gure tor cotton and corn might be i300 ,ooo,ooo. So 
Wallace said that would be simplf a paper loss -- why 
figure 1t next year; you wouldn t have to figure it 
until you wound up Commodity Credi t . So I said: Wallace, 
you don ' t run your own home that way, do you? 

So the President gave Wallace a talk about the way 
next year's budg et looked now he had to out expenses 
$300,000,000. I ea1d: Mr. President, I want to go on 
record a t th1s t i me that when Bell and I come over we 
will add $300,000,000 to the expenses over and above 
what you already t1gure, it you make this corn loan. The 
President did not like it at all. I stuck by my guns. 
He said, Well, we will have a tax. It we don't need 
all the money, we will ~ut it in escrow. I sa1d: It 
you are going to raise ~300 , 000 , 000 to orrset possible 
losses, the place to put it i s in the Treasury, Commodity 
Credit. The President said: That ' s all right. 

He then talked about it they made a 45-cent loan , 
deducting one cent !rom the oorn grower to go into the 
Treasury, Commodity Credit . So I ea1d to Wallace : On how 
many bushels or corn are you going to make loans? He 
said: Not more than 500,000 ,000 bushels. I ea1d: I t 
my arithaetio is right, that would only give us $5 ,000 ,000. 
The President i nterrupted quickly and sa1d: I am only talk­
i ng about the principle and not dollars. 

Then he talked about the consumer and Wallace ea1d 
the consumer s hould share part or this expense because 

11 

Regraded Unclassified



- 2-

through the ever-noJ'IIIa.l granar:y the prioe of oorn, 
food, etc., wou1d coet the ooneumer 1e11 :year to year. 
So the President said: Al1 rifht. Let's put a tax on 
oorn f1akes but , he said, don t 1et's tax beef or bread. 
I said: How about milk? Well, he said, l et 's add milk. 

So I kept reminding him t hat no matter bow they 
figured this thing, t~oo,ooo ,ooo wou1d be added to next 
year's budget. I said: Kr. Bell is worki ng with a rep­
resentative of Mr. Wallace and Mr. J one1 to work out a 
procedure and I ask you, Wr. President, not to commit 
yourself to this loan or to the p r1oe per bushel until 
you have a chance to hear from l!r. Bell. And he agreed 
to that, and ao did Wa1lace. 

(Confidential: The President did not 1ike my 
pushing him this way at a1l and showed some irritation. ) 

He talked about forming a new corporation of 
$5oo,ooo ,ooo with a credit manager in charge directl7 
under t he President who could make loans to Home Owners 
Loan, Commodity Credit, or any credit agency that might 
need money. I said to t he President: You are supposed 
t o have a cradi t manager over in the Treasury now. 

Wallace said: I want Commodity Credit to be moved 
over to Agriculture, and I said: I absolutelf am op­
posed to that , Kr. President, because you can t have 
your sa1es manager and your ored1t manager in the same 
person. So Wallace said: I thought you agreed with 
ae , and I said: No, I Just said I would think it over 
and I don ' t think that the President is in favor of 
moving Commodity Credit over to Agriculture eit her. 

Wallace kept talking about if we didn 1 t do eometh1ng 
we would lose the 19~8 election in the Corn Belt ; that 
you cou1d not elect a Democratic congressman in the Corn 
Belt. 

To eum up, the only euccess I met wi th wa1 that I 
was able to hold i t up unti l Bell could make hia report 
and I know that we will have to make a corn loan thi1 
)'ear, but I think we have an excel1•n• chance to hold 
it down to 45 cent• and if we hold i t down to 45 cents 
I don't think we will 1ose much money. I am also eatie­
fied that the President ie goi ng to ineiet on eome kind 
of tax to raise ~~.ooo,ooo. 

12 
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PARAFHRASI Or TELJ:GIW! REOIIVED 

FROll; American ll:mbassy, Paris, France 

DATE: October 20, 193? , 1 p .m. 

10. : un 
FRO!J OOCHJUB. 

13 

French control's net gain in foreign exchange fr oa 

the eleventh to the nineteenth of October, inclusive, 

amounted to 2 , 798,485,000 francs or almos-t 94 lllillion 

dollars . The French stabilization fund on the avenin~ 
~ --

of October 19 contained approximately 9 billion franca 

foreign exchange and gold. 

Proceeds tn foreign exchange !or the two-year l oan of two 

hundred million Swiss francs by Swiss banker s to the 

French railwayc will start coming in on the twenty-third 

of October. Swiss francs will be received by the Frenoh 

fund, r.bich will turn over Frenoh francs to the French 

treasury for the railways. 

Of oourse, in view of the Treasury ' s i111111ediate needs, 

it is not anticipated that all of the proceeds of the 

loan will go to the r ailways. The statement of the Bank 

of France which comes out on Tuesday will show no new 

advances to the Treasury. 

At 11: 30 this forenoon I wae at the Bank of France, 

and learned that there was a coMplete rever&&l of yesterday's 

trend. Up to that hour the control bad been obliged to 

yield aaoet 8 million dollare of foreign exchange to keep 

the sterling rate below 1•1 . Iaportant offers of francs 

were 

• 
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were coming trom London where there wae aleo peee1miet1o 

d1ecues1on about the dollar. 

It wae consi dered that the adYeree 1nfluenoee on . 
the f ranc were the decision reached at the Cabinet meeting 

yesterday to ~y out over one bi llion francs to employee& 

14 

of the Government and pensioners a t increased rates beginning 

the fifteenth of Nov ember, and the dissatisfaction with 

thie arrangement expressed by the pr oposed benef1oiar 1ee. 
a contributing factor wae 

In addi t io.;the newe of unsatisfactory results in the 

meeting in London yesterday of t he noninter•ention 

collllll1ttee [ ixcel'].n• 11e!Etencre]. 

WILSON . 
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~ 
LM5 

SEcrEtary of Stat£ , 

Washi ngt on. 

1478, OctobEr 20, 5 p . m, 

FR·)~ C'OCHRA!l . 

GRAY 

Paris 

Dattd OctobEr 20, 1937 

Rtc 1 d 3 : 55 p . m. 

PrESSL:>:'E casinst franc su!>::c!.dtd at noon . This after­

noon stErling was slightly offErEd O} thE ~arkEt an~ con­

trol acquirEd li\ littlE a t ar ound 146 . 44 b\•t appRrEn~ly not 

ncar Enougl to balancE morning' R losac~ . FrEnct . .:>EntEs 

lowEr; sharEs u1 sati sfactory in sympP.tb,y with wcrld marl<rts , 

StErling wrakEr against dollar dut among othEr causE u to 

f orEign dEvElopmrnts particularly with r:sprct to Spain, 

PalEstinE and China . 

~rEnch markrt is still nErvous ~~~ EvidEncEd by unsat­

isfactory rEntE situation and by Extent to whi ch f r anc 

rEcovEry can bE quickly altErEd by various factors . Carry­

ing out of Rambouilltt rEsolutions is awaitEd. ImmEdiatE 

trEasury nEEds art bring taktn carr of through Swiss crrdit 

and C:rEdit Nat ional loan mEntioned bElow , Still capital­

i s ts will await furthEr 

(~ND SECTION ONE) 

WILSON 

, :c :CSb 
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u:s 

SecrEtary of StatE , 

flashington. 

GRAY 

Par is 

DatEd OctobEr 20, 1937 

REc 1d 5:10 p . m. 

1478, OctobEr 20, 5 p . m. (SECTION TWO) 

s igns bEforE r epatri ating funds importantly in spi tE of 

attractivE rEturns of fErEd hErE in interEst ratEs and 

possi bilitiES Of SECuritiES risE , For EXamplE ODE CliEnt 

of a Faris AmErican bank who sold $500, 000 for francs last 

WEEk (and lEft thE franca in NEw York) bought bac.< thE. 

dollars yEstErday . 

DEcr EE publishEd in Journal Official of today announr.r ; 

the issuE of a loan of l , ooo, ooo, ooo francs by thE CrEdit 

l ational in the form of forty yEar, fivE and a half pErcent 

tax frE E, domEstic bonds , ThE proceeds of this issuE is 

intendEd for thE Treasury in accordancE with thE dEcrEE law 

of August 31, last , Subscriptions will open on OctobEr 25 

and t hE issuE pricE has bEEn fixEd at 91 ,50 . 

~omE writErs think FrancE should not be rEquirEd to 

continutc to bold gold security in London for British 

banking crEdit if this ill rEnEwEd, EspEcially sincE Swiss 

credi t was no t stcurcd, 

French 

16 
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~3 2-No , 1478, OctobEr 20, 5 p , m., SEc . 2, from Paris , 

FrEnch prtss givEs spacE to Italian tEn ptrctnt ltvy 

on capital of joint stock companiEs and commEnts upon 

thE financial nEEds of this autarchic stat£ as wtll as 

its invitation to forEign capital . 

UndEr City Notts LONDON TIMES today says in part: 

(END SECTION TWO) 

WILSOll 
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Secretary or State , 

f/ashington . 

GRAY 

Paris 

Dated October 20, 1937 

Rto 1 d 5:20 p . m, 

1478, OctobEr 20, 5 p , m. (SECTION THREE ) 

"The ostensiblE reason for the fresh wave or liqui­

dation in the American commodity and security markets wa3 

a further reduction in thE opErating capacity of the steel 

industry which together with other indicts coni'irmcd the 

vin1 t !lat trade r ecession wao a fact and not mErEly a fear . 

Trade recession, hov1cver, is far from general, and, with 

every indication of a considerable i ncrease in the spend·· 

ing power of the far ming community, it is hard to bclicv~ 

that the r ecession can become widespread, It i s necessary 

to l ook for other causes of the decline . Distrust of 

t he r resident•s policy and of his intentions is the prin­

cipal other cause , This distrust oay be Exaggerated but 

it is profound , ThE t ax exactions or the Government arc 

increasing; higher wages and higher costs whi ch arc 

affecting corporation profits will bE felt still mort 

if trade diminishes , ThE business community feels unablE 

to estimate what burdens it may be called upon to bear 

in the interests of thE new deal . " 

(END OP ;:ESSAGE) 
YIILSON 

SI:S :NPL 
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October 20, 1937 

Tbe President 

The White Houae 

Dear 14r. President: 

Referring to the matter Secretary V~rgentbau end I were dia­
ouaaing with you at lunch Wednesday , I would auggeat that you reed 
the following statement mede by Senator Smlt~ taB floor of the 
Senate on August 3, copied from pege 10474 or the Congressional 
Record: 

"From the abo•e-~uoted sections or lew relating to t he 
creation or the Commodity Credit Corporation, it Is eYidont 
that there is ample leglel~tive authority ror loans to be mftde , 
it the corporation decides such loa no are needed, end rrom tho 
present trend of prices, It appears that tho loans should be 
made as ~bey would have 8 tendency to orrset precipitate price 
declines end bring about a stabilization of prices on the com­
modities upon which loans are evalleble. 

"With respect to the evalleblllty or tunda to make these 
loans, In a letter from ur. Jesae R. 1onea , Chalrm2n, Recon­
struction Finance Corporation, under date of 1Uly 31, laa t 
Saturday, I waa adYised that the Commodity Credit Cor porat ion 
end the Reconstruction rinence Cor poration hove ample funds to 
meet the commodity loan needs or the present crops . He &6fo , 
however , In substance, thet the loena will not be made unloaa 
the ' necesslty for them develops .• Mr . Jones• letter Is as Col­
lowe: 

' Reconstruction Finance Corporation 
woahlneton, 1uly 31, 1937 

'Dear Senator Smith : In reply to your InqUiry, I wlob 
to advise that t he Commodity Credit Corporation and tbe Re­
conatructlon Flnence Cor~ratlon h&ve ample tundo t o meet 
the commodity loon needs or the present crops , should the 
necessity develop . 

Sincerely yeura, 
Jesse R. 1onea, Chairman• 

19 
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"Tbat ... written on 1uly 31, 

•.u the CoiiiiDdl ty Credl t Corporation already baa ample l eg1a• 
letiYe authority end ample fUnds to effectuate theaa loans , i t le , 
In ~y opinion, not necaaaary t o enact • new law at the proaent 
time , but we should concentrate our eff orts on Mr. 1onea end other 
officlels connected with the R. F. C. and the Commodity Credit Cor• 
poratlon, who have ample lew end ample tunde to me~ the situation, 
eo that they will t ake the neceeeary s tapa to do what the lew 
empowers them to do." 

You will no te In the roregolnF e letter from lease 1onea. 

20 

You will also be Interested in knowing that on Augus t 9 , Bradford, 
Clark or the Sena te Coi:OIIi ttea on "grlcultura, addressed a question t o 
the co..,.,dl ty Credt t Corporation aeklnp What all:ll or 1110ney would be anll· 
able ro r cor=odl ty loena dur1ag 1937. An answer was prepared end sent 
lolr . 9r adr ord by the ro lloW\Il£ cembero ot the RJ'C and cccr !lasers, Scbrea, 
Henderson , Klossner, ~bar, =en 1ohnson , ·~lllgan, Ccodloa, Costel lo and 
Claude P.e~llton . Tnat answer ~s ea tollowa : 

"The rcmalninc total borrow ing powers or the RPC tor the 
ordi nary activities of the Cor por ation la epproxiMtely one bil­
lion dollars cbove oblteottone end comnntmente . Since thia a1110unt 
must be used to take care or nll ord inary demands on the Cor­
poration, it is not possible to allocat o e def ini t e amount tor 
commodity loons , but it Is our opinion that out or this amount 
suff i cient funds should bo ove!lobla to take cere or co~ity 
l oans through Section 201 (d ) or the ~argeocy Reller end Con­
ot ruc tlon Act o r 1932 , es amended , which does not set any Umlta 
ea to amounts ... 

I approclete tully the di!!icultlas in which you , Secretory 
~rgenthau . Jeaae Jones end I t1n4 ourael ••• 1n Ylew ot the • erloua ac­
tions t hot haYe been taken. 1 am 4ellghted thot Secretary ~reanthou 
and !:tractor Bell oro ao ectlvoly at work on thla problem, It Ia as· 
unttal thot e pr:n:pt answer be round, an4 I am sure t hat it will be 
round. 

RespectfUlly yours, 

(signed) H. A. Wallace 

Secretary 

•• J l v 
... Q \ 
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HM,Jr telephoned the President about 3:30 and 1n 
a eerious voioe said: 1 I am terribly worried. I think 
you had better olose the stook market . • When the Pres­
ident asked why, HK,Jr laughlingly eaid: "It's going up 
too fast. Eighteen ~ointa from the low of yesterday. 
I am worried! Isn't it terrible!!" 

21 

The Pres1dent asked Hll,Jr how he liked hie speeoh 
on the oooaeion of the ded1oation of the federal Reserve 
building this afternoon and Hll,Jr aaid: "It was all right . 
For onoe I saw Carter Glaes smile. It was a good speeoh. 1 
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H.M. Jr: 

Operator: 

H. I.I .Jr: 
Harry 
11h1 te: 

H.M. Jr: 

W: 

H.M.Jr: 

'N : 

H. loi . J r: 

W: 

H.M.J r: 

W: 

H.M.J r: 

W: 

H.!I. J r: 

w: 

H.M.Jr: 

1'1: 

H.U.Jr: 

lf: 

H.k.Jr: 

lf: 

Hello 

Go ahead. 

Hello 

Good morning. 

October 21, 19~7 . 
9:12 a.m. 

Good morning Harry. What I want troa you ie thie . 
Give me an eetiute, ae near ae you oan make it, tor 
the nine month imports and exports tor Japan. 

Nine months imports and exports . 

Yea . Into the United States. 

From United States to Japan. 

Yes . In and out. 

In and out. 

What I need 1s just the totals. 

Just the t otals . 

And what - now I know you've got to guess at September, 
but you oan make a gueee. 

Yee, we can. 

Now you don't have to eay what - ln other words how 
much business did we do wlth t h em and the beet gueee 
that you oan make on their total bueineea. 

On their total bus iness tor the nine months. 

Yes, in and out . 

Would you like also their busine ss wi th some ot their 
other leading countries. 

Well , their total bueinees. 

Cheok them too . 

I want the total imports and exports tor Japan tor 
nine mon the. 

Yea. 

22 
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H • .II . J r: 

W: 

H./oi.Jr: 

II: 

H.I.I . J r: 

'f: 

H. II. J r: 

W: 

H.M.J r: 

'f: 

- 2 -

even though 1t 1 e an ettort -

Yea . 

I'd 11ke t he total 1mporta and exporte that Un1ted 
States got f rom Japan. 

Right. 

Get those t1guree . 

Get those . 

How long w111 1t t ake you to get the•1 

Oh, t1ve m1nutee, 1t I oan put the• 1n peno11. 

'fell, peno11, 9:26. 

O.K. 
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GROUP llEETINO October 21, 19.37 
9:.30 a ,m, 

Present: 

H. !oi .Jr: 

~cR : 

fi . IJ .Jr : 

IA cR : 

!l. 'L Jr : 

Lochhead : 

H. :;l . Jr: 

Lochhead: 

H.Y.Jr: 

l.ochhead: 

-llr . Ta:y lor 
llr, Magill 
Ur . Bell 
!.lr. !.!cRe:ynolds 
ILr . Goston 
llr. Oliphant 
llr. Baas 
1Jr. Upham 
1Jr. Lochhead 
Mrs Klotz 

Mac, :you work on that (memo from F.D.R., Oct. 19, re 
vacancies in several appointive positions). 

" bat else you got, Mac? 

Nothing . 

What, nothing? 

Nothing . 

I wa s just doing some interesting figuring . Japan 
has imported in the first nine months 191 million 
dollars more worth of goods t han she exported. I 
mean her unfavorable balance is 191 mill ion. And the 
gold she has shipped is 171, plus what she1 s got on the 
water, which makes 211; so she ' s just about paying the 
trade deficit. 

That would chec~, because they have not built up any 
balances. 

Huh? 

That would check up with the records that show they 
haven't built up aey cash balances here; they have 
needed the money to pay . 

And our fa vorable export balance for t he first nine 
months with Japan is 77 million, so we don't get it 
all; lvO million is going somewhere else. 

Some of the money has been· transferred to London. 
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H .~ . Jr: 

Taylor : 

Lochhead: 

H. /.I.Jr: 

Lochhead : 

Iaylor : 

ii. ll . Jr: 

Bell : 

Lochhead : 

Bell: 

H • .! .Jr: 

Bell : 

H. :A . Jr : 

Bell : 

B. t.I . Jr : 

-2-

I thought it was interesting the way it checks almost 
to the dollar . 

Tha t mea ns t hey haven't been getting any credit 
anylfhere else. 

No, they haven't 
had to pay off . 
closed to them. 

been getting a ny credit. They ' ve 
The London marke t is practically 

I thought it would be interesting to let - I don 1 t 
remember Bewley ' s successor ' s name - know there is 
40 million dollars on the water . 

I' ll give you (Ta}3 ) ~he· exact figures . 

All ..-ight . 

Dan, is this - our cash balance - running about on 
schedule? 

Yes , sir . If this gold doesn't increase, we may pick 
up a little . 

Did you plan stopping a t the 40 million by the end 
of the month, is that right ? 

I thoueht we Rere going to be about 25 million ahead, 
but if tha t' s coming ahead ••.. 

But leaving the gold out , aren't the spending boys 
about on time? 

Yes, I think t hey are, just about . Very good. 

I - the rea son I was e sking - here 1 s the heading, 
VIall Street Journal: "New Budget Revision Reveals 
Obstacles in Way of Balance. Federal Revenues Shown 
Declining While Relief and Other Expenditures Are 
1Jount1ng . " 

Tha t isn't true . 

Tbat•s what I thought. 

Once more , will you t ake t hem to school, Mr . Gaston? 
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Gaston: 

H • .M . Jr : 

Gaston: 

H • .J . Jr : 

Oliph~nt: 

Gvston : 

H. li . J r: 

Bell : 

Bell: 

Gtston: 

l:I • .II . Jr : 

'Bell: 

H . :.~ . Jr : 

Bell: 

H. 'i. Jr: 

Bell: 

H • .ll . Jr: 

-3-

Yes , I •ll do that . 

Haven ' t you got a new suit on? 

Yes. ... 
Let' s take a look at it . 

Nice fit . Tie and everything. 

Only one i n the room. See , I show my personal 
inter est. 

Thank you. 

l•ha t else, Dan? 

26 

Nell, Wallace is pressing me for a conference on the 
Commodity Credit. He says i t' s getting hot . 

Be sure and r ead today 1 s Tribune s tory. 

All right . 

Process ing tax is 200, ~ 50 million. 

Well now, listen, fellow, the President s&id three 
or four d&ys yesterday . 

'Ihree or f our days. \/ell, I 111 have e. conference some 
time today. 

You' re going to have one? With Wallace? 

With Tapp. 

On that committee? . 

Yes, tba t•s rig~t . 

Now, what I was going to do - look, let me come back 
to you last; you just r ead that stor y . I want to have 
a r ehearsal of what I'm going to say to the President. 
uo you m,l.nd - let me just go around the r oom . You take 
a couple minutes to read that . I want a rehearsal. In 
view of what he said, I 1m seeing t he President at lO:JO . 
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Upham: 

H. !.t .Jr: 

Upham: 

H.M.Jr: 

Upham: 

B.Y. Jr: 

Upham: 

B.:J . Jr: 

Taylor : 

H.M.Jr: 

Taylor: 

a . .l. Jr : 

Upham: 

H . ~t .Jr : 

Taylor: 

Magill : 

Taylor: 

B. !l.Jr: 

-4-

Ther e are a nUlllber of banker s a ll of whom would 
like t o s ee you. Baven•t tried because there 
haven't been any really 

Oh, I don't think - you mean all this crowd that's 
down here? 

(Nods yes) 

Wel l , I don't think so . I 1m doing all right. 

O. K. 

Did you go to the buffet at seven last night? 

No . 

I got a call at five o ' clock to come to the buffet. 
Did you (Taylor) go? 

(Nods no) 

I didn't. I mean t hey j ust called me to come at 
seven o 'clock. I c ouldn' t do i t. Felt it wasn ' t 
di gnifi ed to serve cocktai ls in the Federal Reserve , 
so t bey all went up to Eccles. 

Well, I think they were right. 

!.laybe . Nell, a nyway, I didn' t go . 

Anything else? 

That ' s all. 

wayne? 

27 

~r . Magill , tnat s i l ver - t ongued or ator, ha s been 
approached by Mr . James Roosevelt- is t hat right? - •• • 

(Nods yes) 

••• to make a speech before the New England Council, 
which is a pretty good outfit, I understand. 

Yes. 
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Taylor: 

H. W. Jr: 

Taylor : 

H • .I! . Jr: 

Taylor : 

H.M. Jr: 

Taylor : 

Jtigi ll : 

Tt~ylor: 

t.lagill : 

H • ..! . Jr: 

T~<ylor: 

H. M. Jr : 

Tayl or : 

l:I . :J. Jr: 

Toy l or : 

-5-

He finds i t is absolutely impossible for him to do 
it, ond he wants me to do it . 

Yes . 

1 •11 be the Roman sacrifi ce if necessa~y, but view 
it with no pa r t icular enthusi asm . 

When is it? 

18th of November . 

Wha t is the New England Council? 

Mr. Uugill will give you a •••• • 

(La ughs) I don't know whe t the llew Engla nd Council 
is . I had the let ter, e s a metter of f act, from a 
man called Dudley Harmon . Perhaps that would wake 
some echoes . Then, follolting the letter, I had a 
t elegram from Colonel Mar vin Mci ntyre a nd a couple 
telephone cal ls from Jame~ Roosevelt . 

New England Council is all r i ght . 

I think it' s a group of business men up there . 

28 

~ell, if you feel like goi ng , it ' s all r ight with me . 
November 18th? 

Yes . I ' m not asking for it, God knows . 

Pa rdon me? 

I•m not a sking for it, but if we think i t ' s o good t hing 
to do .. ..• 

Well, l don ' t • •• • Well , t ha t ' s - i t 1 s all right . 
I mean I think it's a ma tter you can decide yourself . 
I mean depends on how much the pr essure is . 

1'lel1, I don• t get any pa r ticult. r pleasure out of 
making speeches ; in f act, less than none . But I'll 
be glad to do it if it ' s for the cause . 

Vlell , I d on•t know wha t the cause i s . 
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Magill: 

Tt.ylor : 

B. iA . Jr : 

Taylor: 

.!cR : 

H •• l.Jr: 

Taylor: 

H. :A.Jr: 

!.lagill : 

Taylor: 

H. LJr: 

Haas : 

ll . lA . Jr: 

- 6-

Mr . J ames Roosevelt says tha t most of t he New England 
Council consist of business men who are not sympathetic 
Nith t he Administrati on, but that there is a livel y 
minority which is, and t ha t they need bucking up. 

Well , you (Taylor) haven't spoken since the automobile 
show, have you? 

Yes . I described the work of the Treasury on the a i r 
to the netion . 

Well , I think you could go up there, Wayne. I think 
it would be a good thing . 

All right . 

ilayne was on the air &nd described the work of t he 
Tr easury to the Norld, and didn ' t tell any of us ahead 
of time he was going to do it . All I c ould do was 
read the paper . I didn ' t even hear it. I was ter­
ribly disappointed . 

Wha t else, Vlayne? 

That wa s the only thing t ha t was bothering me parti­
cula rly. 

All right. 

I 1m gl ad the t wo bro t hers are not . 

No, I ' ll have to commit myself in writing about the 
two brothers, because I feel very strongly about t hem . 

(Haas hands H.M. Jr memo relating to 
Social Security) 

What's it mean? 

You s ee, they ' re talking about extensi on of those 
benefits - I mean you may have a problem ther e that 
is much more difficult and a larger amount t han 
Agriculture , if t hey keep building up the expectation. 

Glad to get i t, but you can ' t do anything about it . 
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Baas: 

U. J . Jr : 

Haas : 

H.M.Jr: 

Bell: 

H.!l.Jr: 

Baas: 

Bell : 

H.M. Jr: 

Gaston: 

30 

-7-

The other thing in connection with that; the Research 
Director of Social Security asked if be could come 
over and have a meeting with me, and I have a rranged 
it at 2 : 30; I don ' t know what about, but probably about 
that problem you were t alking a bout . 

Anything else? 

That ' s all. 

Now, youre down for t omorrow morning - the same people -
worki ng with me - 10: 30, tomorrow. Dan, is that it? 

Yes . 

You're (Haas) coming , you 1ll be r eady? 

l!es, sir. 

Don't :.mow, but I 'll t ry; I 1m not ready now, but I 
will be by 10: 30 tomorrow morning . 

All right. 

Herbert? 

No, I haven't anything . The conference as usual, I 
suppose, 10 : 30. 

H. !.!. Jr: Yes. 

Oliphant: 

IJagill : 

Herman? 

( Nods nothing) 

IJr . Stanley Reed came in this morning and had a couple 
of items that may be of int er est to the group. He has, 
in t he fi rst pl~ce, a seri es of cases before the Supreme 
Court involving the question of tax exemption of tbe 
income of certain offi cials such as court commissioners 
and r ece1ver s of state banks, a nd things of that charac­
ter; and he wanted to 1tno1f wba t we thought about making 
a direct attack upon the decision of Collector o •Day and 
subsequent cases to the effect t ha t state officials are 
entitled to exempti on from Federal income tax . He 
feels - I take it that he is not expecting to win the 
cases anyway, and that I.e consequentl y mi ght Just a s 
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Bell: 

Magi ll: 

Bell : 

H. !A . Jr : 

-8-

well go at it boldly nnd try to get the Court 
to reverse itself . 

He wanted t o know wha t we had in mind on the tax 
l ew. 'lell, I discussed that with h1m a little, and 
inconclusively. 
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'l ben ne also .. anted to know wba t Mr. Bell, the acting 
Director of the Budget, is doing with that committee 
which he has on the s ubject of tax exemptions of 
government property; and I said Mr . Bell had been very 
active on tha t committee, but I didn't know just what 
he had been doing . - ... 
Well, there~ a draft of ;; r eport, copies of which 
a r e in t he hands of the Secr etary of the Treasury and 
the ~ttorney Genera l , and I am waiting on the replies . 

I wish •• d kno;vn that . 

Mr . Haas, 1 think, has a copy of tne drLft , end the 
Attorney General has a copy of the draft. 

Well , I - I'm glad - somebody will soon tell me that 
~r. Al orich is waiting for me to answer him, after 
ne ' s only been ~round t he office for three months. 

(On White House phone, to Secr etary Wallace) Hello? 
Good morning . Well , have you seen the 

one in the New Yor k Trioune? ~/ell , Danny Bell 
and I are Just reading th8 t. ..e .. ere getting ready 
f or our press conference. I didn 't kn.ow ho;v to nandle 
it . I•ve got one at 10 : 30 . - Well, maybe 
if we talk a minute, because I don ' t know what you 
said, but it kind of leaves us in the air, because it 
looks as though there wa sn ' t much use in Bell and I 
working on it . It looks as t hough i t was all ~ttled, 

if we read the Tribune. - - Yes - - •l ell , I •m 
glad to have a chance, because we we~e Just going over 
it; we didn't know what to say at 10: 30 . Wha t I was 
going to soy - a nd see how this - I mean I never 
believe in ge tting into any controversy with my fellow 
Cabinet members, and what I was si.mply going to say wa s 
this : that the President said that until Bell and t he 
people tha t he was working with could give him a report , 
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everything was i n the a i r , a nd t hat we would wait 
until these men get together and study the sit uati on . 

I mean - well , I - I'm aski ng you, see? I 
mean... Yes . Yes . Yes . Uh-l:luh. 

#ell, wouldn ' t you in a ny case lim~t that to 
the cooperators? -- .- Oh well , what ' s one wi re f r om 
one group? I mean I'll send you a wi re if you want 
one from Dutchess . - \'/ell, you figure 150 million 
bushels or corn? 

(Continuing) Well, of course , I was sor ry to read 
this 46-cent price - I mean that sort of • • • 
Yes . Well, I always feel thi s way; this i s 
the woy I ' ve a cted for four years now. When o thing 
is controversi al, it isn ' t settled - I-. never want to 
settle our interdepartmental troubles in the press, see? 
And so I think I 111 simpl,y say tha t llr . Bell i s making 
this s tudy for the President and for you and for me, 
end it will take him o couple of days, and pending the 
results of his study, I 1 ve got no comment to make. 
Now, t hot• s - well , it ' s the truth, and tha t doesn' t 
i n ony way let you down or - <. nd I should think i t 
would be ugreeuble to you, wouldn' t it? And Dan says 
he expects to see these people this after noon . So 
give us a little time and we ' ll have something for you, 
if i t is possible. 

(Continuing) But I t hink what you•re t alking now, 
limiting it to the cooper a t ors - and then if you get 
i t down to 45 cents, wby, I don ' t think that the 
chance of a loss . .. Yes, but I say keeping 
i t - I s ay if you can keep it down to t ha t , and 45 
cents , why , I . . . Bell ' s sitting her e a nd he hears 
me; we ' ll keep that in mind . We 1 re not stalling one 
minute . - - Under 46. Well , we won' t - well , i f 
46 - if you can justifY that with a slide rule , O.K. 
by me. You can do it better . Yes . All 
right, Henry , I appreciote your calli ng me, and I' ll 
just noodle it the ~ay I said, see? And tha t ' s 
entirely a greeable to you? - - All right, Henry . 
- - Thank you . (Tnrough with Wallace) 

That article goes a little beyond my immedi ate 
pr obl em. 

What? 
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The article goes a. little beyond m.y immediat e prob­
lem . It goes into t he processing t axes and equali za­
tion fee , and •••• • 

I woke up early this morning and had the paper at a 
~uarter of seven. Woul d you like to know the speech 
tha t I made a t tha t time? 

To yourself . 

I mean I could have made a - •.fell, I made the speech 
and I got it out of my system. For him to say tha t 
he didn ' t say t hat stuff - well, hell, the New York 
~imes and Tribune can 't imagine those things . 

He cal led me last night, I suppose a t ho lf past f ive, 
a nd said t he t he had been f orced i nto a certain 
position here by these reporters , end then got off 
on t he urgency of making a decision on this corn loan 
thing, a nd I think tbe r eason he called me up was to 
sort of prepare me for tha t a rticle . 

It was a classic - 11 We a r e a l ways concerned with the 
Treasury a nd the Supreme Court." 

(Hearty laughter) 

Well , we • re good comrades . Well, it' s- it's funny 
and it 1 s sad , but - wha t we s "The Educe tion of Mr. 
Pi pp"? - wasn' t that a book written? 

Toa t 11as Charles Dane Gibson' s series of pictures . 

"The Educati on of Mr . Pipp . " 
tion of Mr . Wallace, and it ' s 
Ne 1 re making progress. 

Well, this is the educe­
pai nful , but we may -

Now, Dan, in the r oom here, t he t hing I ' d like you to 
do - it wouldn't take you very long . You and I know 
tha t we slipped in an extra hundr ed million. Now, i f 
.rallace should see, on account of this story - I mean, 
to show you boN fast he •s tra veling , he ' s now got it 
down to a corn cooper a tive, which he says will not be 
more than 150, 0vO, OOO bushels, and be' s got it down t o 
46 cents, so that ' s about a 70 mill i on dollar l oan . 
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Yes. 

Well , isn' t tbat within the budget summation, 
because dido' t .Ye t ack on a hundred clillion? 

~11 depends on wha t is done on cotton. 

We've got 150 for t ba t . 

No, not in the budget . 
mil l ion i n the budget. 
Tr easury in 1938 for a 

Yle onl y put 1n a hundr ed 
But t hey 'll fall on the 

hundr ed milli on dollar s . 

But 1f tney go to the market direc t to get that 
money . ... · 

34 

• • • t hen t hey won1 t call on that hundred mill ion. 

But t hat hundr ed mil l ion t hey 've got i n there is an 
offset against possible capital loss . 

Well, ei ther tha t or any other expenditure. 

But if they go to t he market for money we could set 
tha t up as a reserve for i mpairment of capital in 
Commodity Credit. 

Is the hundred million mentioned in the budget summa­
tion as loose? 

Set out in t he detailed schedule of expenditures 
as an e s ti.mated expenditure for 1 38, for Commod ity 
Credit . 

And just bef ore I went up, Don sai d , "Should we take 
it ou t 1 because if you' r e going to go to the market, 
we won t need i t?" 

I said, "Leave it in, because if we don't use it there, 
we may have to use it someNher e else . " ·r said - I 
told the President - I sai d, "The way t hin&s are going, 
a hundr ed million dollar s reserve may look damn good .• 
Remember? 

Bell: Yes . 
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But Wal l ace, through talking too damn much, has 
got himself in a hole, and now be' s dropped this 
t hing . Yester day when I saw the President he was 
t alking 500 mi lli on bushels; when he was over here 
Thursday - and somebody talked t o Kiplinger next 
day, I don't know who i t was - i t was 500 mi lli on 
bushels . Now he 's gone from 500 million bushels to 
150 million; he 1 s gone from 60 cents down to 46 . 

I s ee O'Neill suggested a 60 cent loan . 

Well now, Walla ce has got some rule of thumb by which 
he can justify 46 cent s but he can' t justify 45 . 

That's by comparison with cott on on a parity basis. 

Vlell, wha t I would suggest is that- to get Mordecai 
Ezekiel out a nd make it 45; I menti oned t he slide 
rul e, but I didn' t say Kordecai Ezekiel. 

Well, coming back • •• • 

You want t o .tnow how my mind is working on this 
Commodity Cr edi t? 

Yes . I don't know anything more i .mportant. 

Aell , I don ' t say it 1 s final, but just over the night 
I .1aven• t been able to concoct any better s cheme t han 
tnis - end I know our strong aversion t o gu&ranteed 
obliga tions . It is to have the Commodity Credit set 
up as a separ a te entity and authorize it to sell its 
obligations in the m&rke t, guaranteed a s to both prin­
cipa l and interest, for the purpose of making these 
c~mmouity loans; and tha t each year, prior t o the 
clos ing days of the session, we have an appraisal 
of a l l of its a ssets , ba sed on market pri ces; tha t a 
r epr esent ati ve of the Tr easury be on tha t appra i sal 
co~ittee, and if theee i s any loss we go to Congress 
right then and ask for an appropria tion and set up a 
reserve on the Commodity Cr edi t books ror those losses . 
And if tha t is 50 million dollars, it Kill s t and right 
out as a congr essi onal appropriati on of 50 mill i on 
dollar s f or nothing but gr ant s . 

I 
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Now, I ' ve been trying to think a little further, 
as to where we get tnis 50 million. That 50 milli on 
dolla r loss on commodity loans is nothing but a 
gr ant - all tha t it is - and I ' m wondering if we 
could dip into the appropriation of t he Agriculture 
Department a nd t ake it out of there. 

••ell, weren't you here when I dict ated tha t memo 
yes t er day? 

Beg par don? 

Weren ' t you here when I dicta ted that memo yesterday 
about my conversation with the Presi dent? And he 
definitely -I mean t hat's wha t I had in mind - tha t ' s 
wha t ·1/alla ce wanted to fight - "Elich year,• I 1ve put 
it, • we'll make an hones t woman out of Co~odity 
Cr edit, making an appr aisal . • And the President wants 
t o r bi se tha t 15 mi l lion, ond a hundred million dollar 
loss of Co~odity Credit - some ~ind of processing tax -
he told '1/nllace, •You've got to find me the nioney. • 

Well, 'Nil S he t alking about the Commodity Credit or 
the whole Agricul t ure problem? 

He wa s talking a t that time on the Commodity Credit. 
I ins i s t ed tha t each year t ha t be done . Wallace -
•Well,• he said, "the l oss won ' t take pla ce until we 
sel l t he cotton; we couldn' t sell the cotton until 
1940 . .~by ;>ut it in the budget?• 

•.Yell," I sai d, "~enry, you wouldn't run your own 
business tha t way . • I sai d, "Take a reasonvble 
figure, what ever the loss is, and make i t show up 
a s impa irment of capital.• 

Set it up a s a reserve. If there is any return, it 
comes back in the Trea sury. 

But what the Pre sident started the meeting with yes­
t erday on Commodity Credit - he sa i d, •Henry , we ' ve 
go t t o make a corn loan, b ut it can ' t come out of the 
Treasury . Now, if you• r e going to do this , if there 1 s 
a~ l oss on this thing" - and he sllid the outsi de figure 
wa s 300 mi llion dollars - "you've got to find some 
way . I won ' t put a t ax on meat, I won ' t put a tax 
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on bread , but I ' m will i ng to put a t ax on corn 
flakes." 

This will require legislation . 

37 

Some t a x, to raise t hat much money, on corn flakes . 

"Nell," he said, "then we'll loan them 45 cents and 
withhola a cent , " and then - l et me just a sk you for 
a minute, now is Intermediate Credit set up, how do 
they work? 

l hey are separate and distinct. They get their money 
Crom t ne market. We put in the original capital • 

ihey•ve got an original capital . They ' ve done a 
fine Job. 

Swell. 

Now, right on this, I 1 d like to hear from Dr . Oliphant . 

Voell, I didn ' t see thn t memorandum. 

rlell, i t i sn't 71ri tten . I just t alked . You ' ve got 
the g ist of it . 

Well, what I was work~ng on was a plan to - I agree 
~ith Danny Bell ' s • •• • 

Le t ' s take the time right now - as good a time as 
any. If anybody isn' t interested, just get up and 
wallt out; but if they ' re interested, sit. I mean I 
have no feelings if anybody wa nts to get out . Archie? 

I 'd like to hear about this. 

The probl em has two parts . 

I mean you ' re welcome, Archie . 

I would like to stay . 

Sit down. 
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I agr ee wi th Danny Bell ' s soluti on for the f irst part, 
the annual appraisa l and the annual appr opri at i on. 
And then the problem is the problem of giving that 
int o the t ax system . Now, the plan we have been work­
ing on is this : that in the new agricultural bill make 
a provision that the Secretary is authori zed to allo­
cate to Wallace, either for benefit payments or to 
Commodity Credit for t aking c a re of its impa irment 
of capital - both - an amount not i n excess of the 
pr ocessing taxes collected during the pr evious year . 
Then if t ha t wi ll take , that wi ll permanently give 
t he thing into t he t ax picture, and permanently pre­
vent .the budget f r om getting out of focus . 

'Nell, how would you operate t he fir s t year? 

If the processing t ax goes on as of the date of the 
enactment of the farm bill - .ze 1 l l say t he first of 
December, t he first of January - there wi l l be 
enough collected before the end of t he fiscal year 
a nd before the f i rst losses on your f i rst loa ns , wher e 
it ' s cotton or corn, come in; I think that will t ake 
care of it. The essence of 1t is the provi sion 
authorizing t he Secretary of t he Tr ea sury to a llo­
ca te t o Wallace , for benefit payments or impairment 
of the capita l of Commodity Credit, a.n amount not 
in excess of the processing t a xes collected during 
tne previous yea r . 

That works fine for the Treasury, but it doesn ' t 
g ive Agriculture anyt hing they can operate on in 
t erms of benefit payments . 

All depends . That depends on your processing t ax . 

Vlell , they've got to have something concr et e tha t 
they can t a lk t o t hese boys obout, Her man, and if 
we do it on tnis end so tha t it suits u~ so t ha t 
we get the equivalent ot first crack at the pro­
cessing t ax, s o a s to t ake care of this stuff, why, 
tney 're Jus t &s much up i n the air on t neir end as 
we are on our end under t he present set-up . 

Nell , you roise t he question a s t o the dependability 
of our pr ediction of the yield of the processing t ax . 
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No, I 1m not r aising t hat question at all . 

I mean if- assuming •••• 
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I mean assuming tha t you can predict the yield or 
the pr ocessing t ax exactly, why, you've got this 
other intangible or unpredictable a s to what amount 
is going to be necessary during any one year to make 
an honest woman out of Commodity Credit. Now, t bat 
comes out of this pool, doesn' t it? 

Well , tha t means t hat your processing taxes have got 
to be raised at a l evel - I mean put on at a l evel 
that it will give - you•ve got to make up your mind 
w~at your benefit payment program i s goJng t o be . 
Tha t can be done, can't it? then, over and above 
tnat , you ' ve got to allow - it ' s~ pr oblem of estimat­
ing , no more difficult t han a problem of estimating 
tax collection. 

No, you're t rying to estimate the weather, a nd you 
can' t do it . 

1lell, we e stimate equally fortuit ous things a s the 
wea ther ; we estimate t axes. 1 1 11 yield the floor 
to Baas on t~at . 

Well - of course, you (H.aas) willingly accept that . 

Thank you. 

I 1111 joking . 

Yes . No1v , I don't mean to say that you will estimate 
with a hundred percent accuracy 1 but you can - I ' m 
perfect ly sure that you can esti mate the thing, so 
that you can say tha t this is an honest job of budgeting 
and an honest job of bookkeeping, the sort of contin­
gency tha t a commercial firm would have to deal with. 
In fac t , almost all of your budgeting is on that basis. 
#hen Danny says the Army i s going to requi re so much, 
Danny is betting on the weather, because he's made up 
hi s mind what i t ' s goi ng to cost to feed the soldiers; 
well , that wi ll d epend on the weather. 

Depends on prices . As bad as the weather . Bas some­
thing to do wi t h the weat her. 

(Jrs Klo t z comes in) 
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•lell, may I jus t interrupt this thing for a mo111ent . 
I ~ean on this thing, personally, talking for myself -
and I 1d like to consult on it - I ' d hate to see this 
countr y go back to a processing tax. 

So do I. 

I mean I want to say that, and I mean I don' t- I 
never could get it t hrough my head . Wallace ••• • • 

J ust window dressing. 

It• s worse than that . I think it ' s intellectual 
dishonesty . 

hnd it d isturbs you. 

Uay I interrupt to say 

What you sai d on the processing tax- I mean • •• • 

I s~gested we increase liquor two to two and a halt. 
That ll give us 150 million. I hate to see a process­
ing t~~. x. 

I •d like t o say this. I started wit h the assUIIIption 
t hat you have two things you have to start with: that 
you ' r e going to have the cor n loans and that you 1 r e going 
to have processing t ax. 

Well, the first a ssumption is correct; the second is 
not. 

Well, that ' s my guess . 

'ilell now, wait a minute - let's just take the time -
the President - now, Wal lace is slashing around; the 
great trouble is this: Nalla ce must have secr etly, 
to the farm organizations, along in August or some 
time, 1118de these promises on corn loans. Now, he 
didn' t tell us - he didn ' t , when llr. Bell called up 
his finance officer late in AU&ust, t he first of 
September - said, "Bow much money do you need for the 
next quarter, 15th of September to 15th of December?" 
He did not tell Bell t hat there was any corn loan ; he 
didn ' t tell me. Jesse Jones he didn' t tell. But he 
bas made these secret promises and he i s thinking ot 
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himself - I mean terribly sorry to have to say 
that - and his own future, and he, Henry Wallace, 
is on the spot, and nobody else i s on the spot 
except Henry Wallace . Now, he sat in this room -
a nd you heard it - I said, •The most important thing 
is to help the President of the United States keep 
his word . " 

And Henry Wallace said, "No, the corn loans are more 
important ." 

Now, am l exaggerating? 

About right. 

Wha t? He sai d just that. Now, I say t his . Now, 
tne Presi dent doesn ' t like the processing t ax , and 
a enry Wallace s aid to the President, "All right, 
let ' s hnve a manufacturers ' t ax, • and t he President 
said, •No.• 

And then t he President, trying, because - he himself 
no t liking the processing t ax, said, • Well, don't 
l et ' s put it on t he pr ocessing of the corn, but let 's 
go a step further in the l aw and let• s say w e 1 ll put 
it on corn flakes, • using tha t as the example . 

Sales tax . 

Let us, in this room, t ake all the f og away . As 
part of a permanent agricultural program, as one leg 
of the t able - I don ' t know how many legs the t able ' s 
got , that' s my trouble - I can see that a loan on 
certain commodities, year in and year out, wil l help 
stabilize the price, and I think will save the Tr easury 
money in the long run. I think i t is a good thing if 
t hey put the price down low enough, make it for 
coopera tors , and surround t he certain thing; I t hi nk 
it is the least ... I can see that over- if it is 
properly s et up , properly financed, and properly 
administr a ted, it would be a good thing, as part of 
a control measure . 

But let 's t ake - I mean here we 1 ve got- here ' s a 
big program, special session. Now, t he first t hing 
tney do is what t hey alNays try to do - i s t o stampede 
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us into doing something which they haven' t thought 
through themselves . But I can see, as part of three 
or four s t eps, perma nent agricultural program to 
equalize t he fluctuation of prices, tha t most likely 
t aere are certa in basic commodities we are going to 
have to make a loan on. Now, I s ay, in trying to do 
that, don' t let ' s be stampeded, and let ' s set up 
something which, a s near as we can tell, will work 
a s ~ood us Int ermediate Cr edit does , something we 
can set up and t hen forget about it . 

~ell , you will never be able to forget about it as 
long a s t nere is a gr ant and a loan; that ' s a ci nch . -- ..... 
O. A. , Dan, but I say to you tha t I certainly - and I 
don ' t wa nt to talk it over her e , whether the Treasury 
f eels vlt: want to go back to a processing tax. J.ly ovm 
f eeling i s thh t at this stuge of r ecovery it is not 
good for the country , b ecause sooner or later the 
housedfe is going to g o on strike . NoN, t he butchers 
tu;ve already gone on; they ' re not buying meat . It isn't 
only in New Yor k - a l l over . People aren 't going to 
pay u dolla r for ~ t wo pound steak ; they' r•e Just not 
goi.ng to do it. 

~>nd I would a great deal r a ther set up this thing 
tnot the agricultura l program - if toe President says 
it' s going to cost a billion dollars, a bi lli on two, 
or ~ha tever it is, al l right; but t hen, let's set up 
Nnat Wr . Wagill and his sta ff say is a good form of 
t &xa tion for the 130 mil l ion people and let •s raise the 
necessary money tha t is neces sary and take it out of 
the General Fund . If they need 50 to a hundred million 
dollars to replace their impaired capital, take it out 
of the general pot . But why have a special t ax? 

I entir ely agr ee with you. 

~bat is, •ny- what I can't- way ha ve a s pecial t 

Ha ve a processing t a x, on t ha t basis . 

I tried to wor k on the 
you on &eneral gr ounds 
t he crowd gets back to 

problem . 
tha t that 
town, the 

t1o111 I agree with 
is right. But when 
crowd tha t ' s goi ng to 
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control the votes, they're going t o - well, i n tbe 
f irst place, they want a processing t ax as a per ma­
nent part of our t ax system . 
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'Nell, Berman, if you don ' t mind, I'm- I personally 
have a rrived a t n s t age tbat I 1m not going to go along 
with tbe crowd any more, and I find tha t where I - up 
to the last month, where I•ve been able to think the 
tning t hr ough Nith my people here, the President bas 
gone my way; and I have for four years bad the brakes 
on, but have bad to go along with what the so-called 
cro~d wants . Now, I 1m not going to do it any more, 
and I think 1t is t1.me that the Treasury t ake some firm 
stand, and the one I have t aken up to now, With the 
belp or the people here, is- t he Presi dent has O.K.•d • 

• leU, my thinking is of a second line trench. 

Nell , all r ight, if you don' t m.ind my saying so, it 
may be a t hird line trench. 

Now, what I want to form her e i s what is best f or the 
country . Now, if the President want s to overrule me, 
anti there wer e no s igns of his wanting to overrule us 
yester day - he started r ight out . He wrote me a 
facetious note - I mean his f acetiousness often is 
more i .mportant then the other - about a personal 
matter - •Deer Henry: After al l t he money you took 
away from me while I was in bed, I want to write you 
about t his personal matter." I was - I took t hi s away 
from him while he was . in bed . But it ' s jus t a straw 1n 
the wind . See wha t I mean? 

And while it' s perfectl y rignt that you (Oliphant) 
and you (Wagill) and your technical s t affs should be 
ready ••• But with t his t hing working out now, I'm not 
going to be r ushed, and if after t el.king it over you 
people say the processing tax isn' t the ki nd of t ax 
t na t we want t o include in your r ecommendation as a 
result of six mont hs ' study, I 1m not going to let 
this f ellow - J es us Christ, I mean, he t alks t his 
stuff her e - for a man to - for Wallace - yesterday 
first he t al ked 60 cents, 50 cents, 46 cents, general 
t ax, one cent off; then, when I showed him it wa s only 
five million, "All right, tha t ' s a processing t ax• -
corn flakes , no t ax on meat, bread - al~ this stutf, 
all these balls in the air - it ' s just - it ' s Just 
crazy. 
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I disagree with you, Herman. I don' t think the 
country ' s going to back up tha t kind of stuff . 
Lis ten, you go back to Indiana and talk to the 
people there . Are they a conservative group of 
people? Do they run their business that way? 
The head of the American Far m Bureau, who doesn' t 
even own a f arm and gets t en, twelve thousand dollars 
a year down here for Nhat he can collect out of the 
Government - he doesn't r epresent the farmers. 

Ed O'Neill. 

Ed O'Neill. 1.!r . Wilson- what 's h.is- not the 
fellow from ••• • • 

Smitn . 

~arl Smith has an insurance company or & bonk . 

He runs the co- op at t he . • •• • 

But he isn' t in agriculture. He ' s got some private 
business; he isn ' t a co-op; he ' s against co-ops . 
tle •s not a co- op man. 

He runs the Illinois Farm Bureau, which ••.• 

But- yes, but he ' s got some private insurance 
business. You ask Bill !.lyers . o1hen we were a t Farm 
Credit, we al~ays considered him an enemy of Farm 
Credit, wasn ' t he? 

I think so . 

Vlell , any - my !Ultives, when I sit down and talk t o 
them - my God, the one thing they talk about is 
government waste . 

ls your first line of defense sti ll thht agriculture 
is getting enough and tha t i f Commodity Credit loans 
are to be made they ougnt to come out of an agricul­
tural appropriation? 

Rell , that ' s the way r •ve been trying to approach it. 
But I ' m not so sure that thnt •s something we can get 
by with . 

Regraded Unclassified



Oliphant: 

Bell: 

Oliphant: 

Haas : 

I!.U. Jr: 

Magi ll: 

H. M. Jr : 

Haas : 

Haas : 

I! • .II .Jr: 

Baas : 

-22-

Well, benefit payments are a necessary part of 
their pr ogr am; t ha t is, you can' t operate a loan 
program unless you control production. So that 
you ' re t alking about money on the order of five to 
six hundred mill i on dollars . 

Including the benefit payments . 

~/hat I am suggesting - tnis is my opinion: that this 
year the possibility of raising five or s ix hundred 
milli on out of general t axes is just out of t he window . 

Well , wha t I am saying is, leaving off that, that 
is n part of Mr. Wallace ' s agricultural progr am. 
should have been thought out; it isn •t . They are 
ing to r ush us off our f eet. 

t his 
It 
try-

Oh yes , this is the priceless remark that he made -
and I want you people to know it - yesterday. He 
said, "The r eason I didn' t t ell anybody about the 
corn l oan is because I thought if I kept qui et about 
it, the pr ice of corn would drop and we would have to 
l oun less money . " lie said , "I did it in t he interest 
of the Trea sury ." Didn' t he say t hat? 

He said t ha t over here . 

He said t ha t over here and he s aid it - and if t~is 
f ellow pushes me too much, I ' m going to say tha t he 
said it . I mean it ••••• 

Gosh, t hat ' s a nice one . 

Did you hear him? 

I have it in your notes • 

. 1ha t? 

I ha ve it in your notes . 

Now - I • ve been trying t o think - t ba t 1 s the thing 
thtit he sai d . That ' s wby he kept i t secret, to help 
Bell and me out . 

And he added, "Now look at the shape I'm in, trying 
t o help out ." 
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Well, DaiUlY , let• s look at t his thi ng . I n t he f irs t 
place , how much capit al has Commodity Cr edit now? 

100 million, isn1 t tht. t right, Wayne? 

Yes, but this - I mean that ' s wha t tbey started •• • • 

How much have t hey got ? 

Probably about 30 now . That ' s a very rough f i gure, 
because they ' ve had a deprecia tion in their i nventory . 

Well, how much is t heir capital 1lllpair ed a s of today? 

hppr oximately 70 million bucks . 

So they ' r e about 40 million dollars in the hole r ight 
now. 

70 . 

Oh, in other words • •. •. 

Capit~l of a hundr ed, a nd on the ba sis that we •re 
talking about a ere , if you revalued here and made them 
whole egain, it needs 70. 

Well t hen, wha t I would say is , figure out we need 70 
million dollars to make it good this yea r, and let ' s 
say another hundred mil .Lion this year, somethi.ng like 
t ha t? 

Now, here ' s an idea . I'm not saying I 1m for i t . 
Couldn 't we t ake a little of - t ransfer maybe a 
little of tha t co- op money of Bill Uyers, that 50 
mill ion dol l ars, which he i sn ' t using a nd has no 
use for - cash, Government bonds? 

I think if you examine the whole pi cture, it r uns 
to over a bi llion - your capital . 

llho , BH~? 

Again examine Bi ll' s ;:oldi ngs , his whole picture . 

Just throwing out an idea . 
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Well, that is a possibility . That ' s always been in 
the picture . It i s always a question in my mind as 
to whether i t ' s better to take t ha t now and then maybe 
in another emergency we 1 d have to put up more money to 
strengthen those organizations. 'Ihat• s exactly what · 
we have done with Federal Inter medi ate Credit and 
Federal Land Banks. 

But, Bell, out of tnis morning ' s talk, you and I -
I think we • re thinking along the same lines: set up 
Commodity Cr edi t a s a separate corporation and give 
it enough capital to do business with; whatever t hey 
l ose, make it a part of the regular appropri~tion , to 
make good their impaired capital. Isn• t that the i dea? 

That ' s riga t . 

t.na then ho.\ tna t money shoulu be raised becomes a 
~roblem of tne general t~x r &ising program of the 
Administr a tion. 

!lov; , i s somebody going to t el l me some day how much 
mor e money I•m going to hove to r a i se? 

Yes . 

Is ne thinking of Commodity Credit apart from benefit 
payments? 

It ' s p&r t of the ·;;hole program. 
&gricul tural globular problem . • 
',',allace . 

•To us, it' s the 
To •us" : Henry 

You' re talking of 600 million, Herman . Do you meon 
a s a whole agricultural progr am; do you mean you're 
going to rai se taxes for thDt five cr si x hundred 
million? 

I say benefi t payments are quite a s much in the pic­
ture , Just ::.s mu~h ts Collllllodity Credit . 

But 1\ha t I • m trying to get L t i s the total taxi ng 
problem here . I don' t thiDA - if you're going to 
have just a 600 million dollars program, I don ' t 
t hink you ' ve got to r ai se 600 mill ion dollars in 
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taxes, because I think there is already 1n the 
tax structure 500 m~lion dollars for agriculture, 
in effect, because your processing t axes went out 
and you went to Congress and raised 500 million 
doll&rs of additional r evenue. I don' t thi.nk it is 
fair to the toxing public to say • • ••• 

Let me put it t his way . \'/ere your benefit payments 
and the Commodity Credit in t he budget ? I've started 
there, trying to keep the budget summation picture 
from being spoiled . Are they in there? 

Yes, they are in there to the extent of 440 million 
for your benefit payments and 10~ million for Commodity 
Credit. -=Jt 

We stuck in a hundr ed million the last second . 

Vi ell then, so f ar as I •m concerned, I can sleep 
nights . 

For a while . 

So far . 

You could l ast night. 

On til Wallace comes out with this ever-normal granar y 
and crop contr ol pr ogram. Now, if tha t is pyramided 
on top of the present agricultural program, then cer­
tainly additional taxes are quite essential . 

Well , aren' t we a t this s tage? Going back t o the 
position that I understood that you took, here ' s one 
section of it that we ' re pr actically in agr eement on, 
that ' s going to be in it • . Now, let's do t he best we 
can on that . And then, a fter we ' ve gotten that set 
up - funds come from general r avenues , wherever they 
may come from - then you move to the next one . You 
Kno~ what tha t ' s going to be. Then you go - there ' s 
a whole field of benefit payments, processing tax, 
etc ., which is entirely a thing apart from this one. 

•lell , of course, what - I want to s ay t his: I think 
you ' re right; I feel that Bell and I have won our 
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battle in the l as t 24 hours on this, because Wallace 
hr.s dropped the thing from .500 million bushels to · 
1.50; he ' s down t o 46 cents; which, i f we lose the 
whol e business , is less than 7.5 milli on . And we 
huve taken - and you can' t lose out of your loens -
if you loan 75 milli on dollars on corn, I don'~ think 
you can lose over f ive or ten mi llion dollars . I 
mean I think a 46 cent loan on corn today is pretty 
good . I d on't t hink you - i f cor n went off ten cents, 
if it went down ten cents, tha t's - ten cents - 1.5 
million dollars. Don' t you (Bell) think we •ve done 
pretty well the l ast 24 hours? 

Yes, I do . Of course , December corn is selling a t 
38 to 40 cents, I think, on the far m. 

Well - but don1 t f orge t the moisture content is 20 
percent; as the thing dri es - it i s now Number Three 
corn; a s it dries it gradually becomes Number Two corn, 
and by next January that corn Just automatically -
the wa ter evaporates - bnd he wasn ' t being honest 
with you when he t alked about 38 cent corn, because 
it' s we t now, it i sn ' t worth anything . 

You called him for tha t t he other day . 

What? It ' s jus t plain wet, soggy stuff. I feel 
pretty good about this, Dan. 

11e11, this i s the i mmedi ate problem . We can work 
this out on the lines we 've been talking . But you 1 ve 
got ·an immediate problem for corn loans and apparently 
it's got to be deciaed next month . And it can't 
borrow money - the <..:oaunodity Credit can' t , without 
some guarantee either by the Treasury or the R. F. C. 
ltlu.t we are t alking about re4uires legislation, which 
of cours e we. can ' t get until after the 15th of November . 
Non, it may be t hat the President will wont in the mean­
time to go a head on an R. F.C. commitment temporarily, 
and t hen wet 11 get the guarant ee . 

Nell, can't you call it a Commodity Credit debenture 
guaranteed by tne R. L C. ? 

No, you can' t set it up that way . 
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It i n eff ect i s a guar antee, but it doesn' t say so . 

The R. F. C. g ives t hem a commi t ment i n the amount 
necessar y to make tha t look good . 

You 1 re asking, is there any way t o do i t consi s tent 
·Kith t he statement in the budget summation? 

Yes . loly God, "e ' re talking about t his t hing for 
a week now and I ' ve asked wha t kind or debentures , 
wha t Aind of paper, could t he Commodity Cr edit sell? 
I 1 ve a sked t his thi ng for over ten days. 

They can sell their own paper . 

That ' s Rha t I thought - they could . 

nbsolutely . But i n order to make th&t paper salable, 
they heve to nave E commitment f r om R. F. C. because 
t heir assets ~re impaired . 

nll true, but that ' s what he wants to set up, the 
proceaure . Now, if you 'r& going to sell Commodity 
Cr edit paper v:ith a letter f r om !Jr. Jones saying , "If 
this doesn' t make good, I ' ll guarantee i t, 11 t hen it 
does no t go thr ough the budget. 

llo, th~t particular thing does not affect the budget. 
But it mi ght temporarily t hrow out that September JOth 
s t li te:nent of coGlllli tments . N01v , I think for protecti on 
on his ••.•• 

•lelt, a ren ' t you studyi ng t ha t? 

You've got a loophol e in that s t atement. 

Yes, I think that Feder al allocati on wa s pretty l oosely 
stated , purposely . fie can get around it . 

·•nen will you be resay to tslo~: about it again, Den? 

uell , I think I ' ll have thi s conference a round 12 
o ' cl ock . .'/hen do you want to t a lk again, tomorrow 
morning? 

VI ell , sup posing t omor row morning , 9 : 30 confer ence , 7:e 
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devote to Commodity Credit . How' s that? 

Fine. 

No11, 11oen you think you ' ve got it, put it on a 
piece of paper, shoo t it down to Herman to see if 
he can put any holes in it . 

I 'll write it out - 1, .2 , 3. 

51 

.'/hen it comes in a t 9 : 30 tomorr ow, I don• t want 
anybody to say, " I didn't see it; this is wrong, 
that ' s wrong ·" You (Taylor) t ake a look at it too. 
But please, t omorrow morning, when it comes in at 
9 : 30 - give everybody a chance t o look Lt it who 
tainxs he has a right to object, including acReynolds . 

All right . 

•iha t? I think this has been a good meeting . 

••ell , I think everybody's got what I 've got in m.ind 
here now . Onless I c ha nge between now and tomorrow 
morning, why, tbat will be the program, I think, so 
f ar as my r ecommenda tion is concerned - this committee 
I'm dealing with . 

You' ve got two programs , haven ' t you, Dan? One is 
this year ' s corn loan. The other one is the long 
range business . 

No, I think my program is to try to set up Commodity 
Cr edit so it will not a ffect the budget any more than 
its losses; tha t ' s my problem. Now, whether it ' s one 
ye~r or five years •... 

Another problem, because you say you ha ve to h11 ve 
legisla tion to be able to have Commodity Credit sell 
guaranteed debentures . That ' s where I make the 
d i fferentiation . You' ve got one thing which is 
i mmedia te; tha t ' s t hi s year ' s corn loans . 

Vlell , I ' ll cover the immediate program, that ' s right. 

I t ninK it is important to make t hat distinction. 

Well , if you s e t up Commodity Credit s s an independent 
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agency, i t doesn ' t necessarily mean there will be 
an R. F. C. 

52 

olell, I don't think - I don 1 t think it' s terribly 
important, but I t h ink you should make t ha t di fferenti­
ati on. In fact, I tnink you ought to have two 
memoranda , one covering today, without l egi slation, 
the second covering 1939 - 1 38, wh~tever it is -
agricultural program. 

I don ' t think Commodity Credit ought to be under 
R . ~ . C . I t nink i t i s - it ought to be set up 
separately . 

•'iell, DallliY, not rushing you too much - give 
everybody a chance a t it, and we ' ll d evote 9:30 
tomorro1' to it. 

loell , everybody' s got the i d ea . If they 've got 
any suggestions, I ' d like to have them before 
four o ' clock this aft ernoon. 

Well, i f &nybody has t hem, Mr. Bell' s asking for 
them. 

I •m not going to go into the t ax structure at a ll. 
I ' ve just got to assume tha t the losses will be 
covered by whatever t ax pros~am i s submitted l ater . 

Regraded Unclassified



Randolph 
Burgees: 

H.M.Jr: 

B: 

H.M.Jr: 

8: 

H. W.Jr: 

8: 

H.M.Jr: 

8: 

H.W. Jr : 

8: 

H. lt.Jr: 

8: 

H. !A.Jr: 

8: 

H.loi.Jr: 

B: 

B: 

H.M.Jr: 

Hello Henry . 

How are you? 

Oct ober 21, 19~7. 
10: 09 a.m. 

Oh, fine. I Just wanted to say that the aarket hae 
opened higher. 

A little higher. 

All t he markets. 

All the markets. 

the General Bond market and our market. 
Our market's up a thirty second or two . 

Good 

It was better after the close laet night and there's 
improvement . That 's the opinion this morning. 

I eee. 

We ' ll stand ready and if it gets weak again to support. 

Uh- huh. All right . Well , 1t there's any sharp change 
up or down, give me a ring . 

Very good . 

And if a nd when these fellows feel a little better and 

they begin and talk about some new finanoing, I'd like 
to know about it. 

All right. Oh I talked to the financial editor of the 
Tribune yesterday . 

Yes 

And told him my mind about it. 

Yee 

53 

He dldn' t have very much to say but I pointed out where . 
he wae inaccurate on hle facta . 

Yea. 
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He ea1d he ' d eend the bond fellow, who wrote 1t, 
1n t o eee me . 

Good 

Be haen' t oo•e 1n ret, but I expect he will . 

Thank rou Yery muoh. 

Very good . 

Goodbye. 
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I Just wanted to tell you that I wae getting away 
tomorrow, I hope, tor th1a vacation that ia - trom time to time, and to say goodbye, and to aak you it there was anything on your mind tha~ you 1 d'11ke to have on 
mine during the time when I might be in a poeit1on to 
do some thinking, I don't care to do much around here 
in t he turmoil we seem to be living in, but perhaps i n a more quiet restful at mosphere tor two weeks I 
m.ight be thinking. Not that it might do any good, but I'd try. 

That's no way to take a Tacat i on. 

tJh 

The only suggestion I 've got is to take an oath that you won't go to the telephone. 

Wel l , I'll be on a boat. 

Good • 

I 'm going 
business . 
weeks. 

tJh 

to California by boat. Got to go t here on 
I 1 m going through the Canal, and tor two 

The moat I oan get is a radlogra• and I don't have to open that. 

No, have a good time and forget t hat you l ive in Warble Hall. 

(laughs) Wall the Warble Hall ien't worrying me eo much ae the glass house we live ln. 

I see. All right, t hat's a good one. 

Well, I Just wanted to eay goodbye. 

Well we got along tine while you were here, and I'll be glad to see you back. 

Thank you very much. 

Goodbye . 
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PAIW'HRASE OF TELEGIWI REOJ:Inll 

FROM: Amer1oan Embassy , Paris , Franoe 

DATI: Ootober 21 , 1937, noon 

l!O. : 1481 

FROll OOCIIRAI. 

The French control lost 50 million franca of 

foreigJ:I exchange yecterday, October a>, on balanoe. 

This morning it had bid approxilll&tely 2 million pounds 

by 11:45. lly contact said he thought this morning' s 

improvement in the franc waa due to reoovery on Wall 

Street yesterday , and to concessione made by the Italians 

at London. 

BULLITT 

E.t.: L'l1' 
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JR 

St crEtary of StatE , 

Washington. 

14841 OctobEr 21, 5 p . m. 

FROM COCHRAN , 

GRAY 

Pnris 

DatEd OctObEr 21, 1937 

REo 1d 3:34 p . m. 

MarkEt continuEd favorablE to franc and FrEnch control 

acquirEd stErling throughout thE day bringing rat~s down 

to H6 . 23 at 3 : 30 p . m., foDward discount also lowErEd and 

rcntES improvEd . OnE Paris-AmErican bank today purchasEd 

~770 , 000 for thE Frtnch control and a sEcond bank a small~r 

amount . 

BoursE contact today EndEavortd to sEll gold to 

11Yiss National Bo.nk through CrEdit SuissE but was informEd 

it would only takE gold from cEntral banks . SamE contact 

rEoorts Swiss National Bank has lowErEd its buying pricE 

f or dollars from 4 . 345 to 4, 33. My 1427, OctobEr 12~ 9 a . m. , 

mEntionEd somE ntw idEas of Bachmann on this subjtct , 

According to markEt rEport CrEdit National loan 

dE~cribEd my 14781 
OctobEr 20, 5 p . m. , hes bEEn fully 

subscribEd . 

Rumor that UndErgovErnor Guir aud may shortly lEavE 

Bank of FrancE to htad National Bank for CommErCE and 

Industry , Bizot would bE most likEly succEssor in Bank 

of -raneE . 

Bank 
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JR -2- #1484 1 OctobEr 21, 5 p.m., from Paris . 

Bank of FrancE statEmEnt as of OctobEr 14th shows 

no nEw advancEs to thE statE and no s1gn1f1cant changts; 

cov€ragt 51 . 28 vErsus 50 . 65 . 

BULL ITT 

CSB 
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TREASURY DEPARTMENT 
59 

INTD O""C& COMMUNICATION 

...... 
October 21, 1937. 

... Secre~dt~ 

Ur. !!=~/( 

Ueetinc in secretary llo rgent hou' a office, 4 P . Y. , 
October 19, 1937 · 

Present: Secre t ary !torgent hau , Secretiu;, \'fallMe, 
Ur. Tapp (~i.), llr . Tolley (Agr1.), Ur. Johnson 
( Cot1llodi ty Credit Corp.) , l!r. T~lor, Ur. Oliphant , 
Ur. Ball , lJ1·. H.a.e.s . 

Secretary ~nllncc opened the diacunsion by ~ing he 
wao here puroWL~t to a letter which Secretary Uorgenthau had 
written to Jeooe Jones. Ur. Johnson ll&id tmt he had written 
llr . Jones ' aeknowledgaont of the Secr etn>"J' a latter, and with 
this acknowleciD>en t he i ncluded a mellOrnnd= which 1ndicc.ted 
sono prior comn1tnenta of the Cot:lilodity Credit Corporation which 
included a $250 t houcl!.nd loan on sub- ato.ndard prunes , etc . 

Secretory Uor~~nthau said thnt ho was not inte r ested 
in these SJ:I811 1t8l:la. !Jr. J ohnson then oaid that the t110 b i g 
1tecc were cotton and corn. Ur. J ohnson indicated further tint 
t he cotton loan ai(lht cover 6 Dillion bales and involve $270 
Dillion, b".._t up to today los.ns have been 1:11\de on 6oo tboune.nd 
bnlea , practically all of which has been t aken b;r the banks and 
less than $25 thouaand hns cone directly fr01:1 the Coo:::odity Credit 
Corporation. Hr . Johnson ndcied , llom~var , that l!r. Jones ' eetioate 
Ttae 6 cillion bales of cotton, involving a loan of $270 lllillion. 
Ur. J ohnson continued that the Coct~od1ty Credit Corpor ation hod 
a ~150 oillion comrtitmen t f rom tho R.F.C. for tho cotton loan, o.nd 
stated fUrther that llr. Jones , at the time the $150 cill i on cct:lili t ­
nent wac cadc, stated that if oor e fund a were needed the R.F .C. 
Ttould s\I!)J)ly them. 

Secretary l!orgenthau aakad Ur . Johnaon where the 
CottiiOdity Credit Corpomtion got the $150 aillion. l!r. Johneon 
replied tbet it had been obtained frcm the R.J' .C. , which , he 
presumed, obtained it from the ~aaury. 

Secre tory Uorgenthau t hen aelmd Ur. Bell 1f the Comoodi~ 
Credit Corpora tion could go d i r ect to the onrket to ce t ite funde , 
o.nd ndded that l!eoaro. Bell , Oliphant and Taylor had been working 
on this problem Md had prepar ed a memorandu.a. 'l'he Secretary aalald 
l.!r. l!cll to read the nonoranc!ua. Before reading, Ur. Bell prefaced 
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t ho r~emorlllldl.un by ell({ine tint i n the pe.at t ho Cocnodi t:f Cred1 t 
Corporation could cct oone:r fro::l the mr:ce t or froo t he !!.li'.C. , 
ond the R. :;'. C, could e;et oonoy f r om the Treaoury or t he mrloo t . 
:.:r. :Sell t hen read. the c c::x>randuc, copy of llhich in e.ttnched , 

After read.ins the ::~e::orendu!>, Ur. :Sell aaid a set-up 
could be arrn.!>""tld w:te reb;y o~ the Co=odi t:f Credi t Corporation 
lo11on oould be reflected in tl:e 1>-.ldeet , and thie would co:-~e only 
'l!tOn Congress tll'.de a apec1f1c el'J)roprie.tlon to cover a specific 
lose. 

Secre t ary l!or e;entha:u na1d t llD.t " no Just who.t he wanted, 
Md added t hat tho nnMcenent , firct , should not c.ffect the budCie t 
c.nd , second, thc.t he doot not want tho lono 'buri ed in the R. i'.C. 
but rat~er wnnto n Concroaaionel &PJlr opriat1on to t ake care of the 

- ~Yt. <::liT; Oliphant added that at t he oone ti:to you can raise the 
c:.uention of tn.::ett to prod·J.Cc reve:1uo to cove r the loss . l!r . Taylor 
au.;..-eated an alhrne.tlve - to (1.0 to COI\G1'8U vhen the Co=odity 
Credit CoJ?Orntion ' a credit uno no &ood in the cer::et. 

Secrettor; 7allnce said he did not believe tho Corcodi t;y 
Crodit Cor;oorntion h.oo O'ter $4o oillion in not aoaots ncr.r . t!r. 
Johnson doubt ed it t ho aoootn uere over $30 nilli on . Soc~etnr;y 

l!orc;onthau snid ho did not li!:e an e.rrn:>cerlllnt which r.ould pu t off 
tl.e W\ ' of roc!ton1n,:; unti l t he Coonodity Credit Corporation wont 
into dissol"J.tion . Secretary llor gentbnu ad.dod further that each year 
on eot ionte nhould be o::.do of the =:!>itnl i fl!'n1r·>en t end Consreaa 
a:\Oul.i be e.S::ed to ePJlro:pr1ate an equivalont 11n0unt . l!r . Olip han t 
a:;nin <l.dded tiU!.t a to..~ -,ro.;ron a1-.ou.!d be conred i n to it. 

Sccrete.ry l!orcontllsu c .id he 'IIOuld li!te to have anot.!1er 
u~etl:l!; , =d o.notl:ter cU!I'lOrnaduu !Jr e,.,.ed i ncludin.:; an estl.!:w.te for 
lJ)i;-1939· ~his noc>orn.'ldw.>, he said, ohould be Given to t he people 
!)rooont tocL.~r in ~.dvMco of the next oootinc. Secretary l!or~;enthe.u 
l\,.."Cin repeated t~..'\ t he 1'7lllltod t he lonn lena t lllton U::> e.s = annUAl 
ch .. '\rge in thfo lnult'et 11ith n Con,.-resaional nypropr1Bt1on t o cover 1t. 
''r . ::loll e.dded that the Coonodit:f Credit Coryoration a.l>ould eo to 
t:,., =r::o t for ita n&:~ noney . l!r . Johnoon indicated that he thoUGht 
t:ds would be a. eatio:a.c:torJ arr~er1ent . 

Secret:.r;r l!orcent.'um said t ha t the ? r esident ' s lint of 
co=ibonts ~O'.ll.d include these con::dl:lont,. , !Io indicated t.""t 
the recent bud~t tn='.ntion ""'" no col'il t hnn COO!>loted when the corn 
locn ::>ro;:>os1tion t.'&O bro~t to hin a t tention . Sccrote.ry Uorcentl"e.u 
onid ,.,:u,.t he mu tr;inc; to do \7as to enloe t he budget oenn "be.t it 
Bt1;/s ond e<Lce o.n 1 honeot "or:u:m• out of :Bell , Director of the :BudGe t, 

Ur . Johnl\on otated t..l>a t nobody cnn tell how much of the 
$1~ cillion cotton com it:llent will be called on , and ho oaid :!'ur ther 
th<l.t the loan o robably 11ould be extended. Seeret&r,!' lrallnce added, 

a t this :point , 1.he.t be tb.ou(;ht it was ver; i a,orte.nt that tho 
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o:morehip r.nd decisions c.a to c!.ispooc.l or t he loon cotton be l eft i n tho hancla of t he producer , Mel oc.14 it rJJq be necessary to offer the re.rcer s uo:oe 1nclucenen t to &ell . llr. ~e:rlor poi.nted out tbet this euaranteoa extonaiona. llr. Oliphant caid tho whole thine; a!'PCIDr8 to depond upon the cot ton mnr l!e t. Mr . Tc.pp anid no, 'ointinh out tbnt the bane:s1 decision to hold the cotton p~r or r:ot de::>endod u;>on other 1nveatnent oppor tunitl.eo IThi eh t he bM!te 'r.laY M.ve . 

!!r. Jobn~on o.dded ~ t:\a~ nobod;r kncmo holT t!!lCh h needed to t:l!:e c:u·o of tho cotton lonn. Secretnry llor£:Cntllt\u oni d ;rou c= not run the U. S. Governnent on th:lt bado. You tmot haTe estl.::>ntes o!: probnble e::pe!ICl.itures . Secretary l.!oro;ent.:U!.u snid tllnt 00 fnr not.l>1n!; hr.l) been ce.id ''" to u)l:).t tliO coa t of tho co·tenu:oent " ill be , e.nd nll tret Johnson is o~iDC 1o tha.t wbnt doea b.c<>,on ~ll not hln!'<r.l bc!'or e July l. !:':ul Sec::-etary aaltod 1f t he"' W!lB not s0<1o -c;; froo ::OO!li.:>:; thi s thin.:; f'ro:o boin!: o:pen- ondedT 

Secreter;r !Jor.::;ent·~u .w.id the President haa zwie up his o~nd t~t there r.ill be no nore n~ c~itoenta to R.F. C., etc, Secretnry \Tnl b co oaid oomeono oust oey thnt t here 19 a ooral co=it­oant on th~ corn loon. Sec:-ete.l"'J l:oreentht.l =l.cl t!let t:r. !!Ulligan o: t.ho ~. 'S. C . bum of the Pr·ea1de.."l t 1 a 11 st o1 co::~,i tMn te tt:ro or three t1co::n a;;o . Sec retc.rJ l7allo.ce ro;>lied that we must face realit;r e.ntl we rro.ot oa!te t\ corn loan &..'\d we :ru.st ct>.r'r'J out the cotton lo:m . 
SecroterJ :.:or;;entha:>. said t he coot ir.rrortant thins 1a t~ ••ord of the President of the United States thnt t her e aunt be no •if, l'..'lcl$ , or ruts• about thet . SecretCL%7 '1ttJ.lo.ce u.id he 1Toulcl ln7e to dioncree , and oddod thnt he '"""" sure t hnt if t ho President bnd been informed wi t.l> recnrd to tho corn oi t-.>.ation hB nould not hnve coo. 1tted llil!lseU tc tX1t 11ot as 1t nou atc.nds . 

Ur . Boll ael<llcl Sccretnry '.'lallaco whnt con::~i t...,..nt on t he cor~ loM Sec,.,tn.r:~ l'/o.ll~.ee had I:Wie. Secretary llc.llo.ce r.,lied by G8,.vinc t!ln t '"' hGd oade a corn loan f'Vei7 year and M;l"f"o.Y , ho continued, t hat quootion nill be settled with tho President and no t hero . 

Secrott\ry Uor~;enthou said he t hought it m>.o of utmoet inportanc:e ti1At tl1e public confidence be oointainod. Secretary ~~.llo.ce a!lo!d he ho.4 S:t:lJ>ntb;r r.ith tint vin, but nonrthelesa we mat have o. corn loan becnu.se the politicnl si tuc.t1on 1o such , e tc . Secreto.ry t!or~nt)l:).u snid he •·o.a not e.ro;ui n(; .,mther or not o corn lonn ehouli or aho11ld not be lll'.de. Eo said t!:Bt l!Ulllf:l"' of tbe lt.P.C. had ll:IJ>le noti ce ITith recarcl to lt. l!r. Ta(rlor naid you could not include> n coaoi tnc:.t that had not been oad.e . 
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S@cretary Wellece ani d be purposely stalled tho 
com lo~.n a1too tion in order to ow t ho eventual loan on n 
aoundor baais , and therefore he thoueht he was hel:pi flG the 
Troeaury , and now with hia good intent i one finds hic self in a 
very peculiar situation, 

Secretary l!or (lcntlu;Ju Ml«<d t!r . :Sell how often his 
office kept in touch with ,Acricul ture. Ltr . :Sell ec.id twice e. 
TfOOk f or dey to dn,.y e"!lendituree , but !lr. T~;> inter jected the.t 
tho Co!'ll!Odity Credit Cor:porntion lon.'lc involve aonethin~; dU'ferent 
!roa the ret;W.ar type of C"J'Cnditure . Secretru-,i \lell2.ee s&id the.t 
thi s i s t he first tine t his ~roblen hRa cone to the head in t his 
!"\O.MOr • 

l!r . :Sell said t he 1'1rat inforrntion he hed of tho 
corn lonn ras last week, and t!-At he £."0t it fron Jesse Jonu. 
!!r. ~t><·lor G<\!d nobody cnn tell 'O'h.e.t the inldcot r oqulre::enta 
of tN! locn uill be. :!r. :Bell 41>!1l2td Ito" ;rou could run the 
Covo=.,ent on that besis. Secretc.ry Uorcont.heu G<l.id t!Jet Secretary 
r.e.llnce hnd t he cor n loer. i n hie nind for aooe t i me , and ndded ~ 
ther t ha.t to run the Gover~.nent on thh ldnd o f bacis ne r.ould need 
e. ~rkinc belnnce of $1 . 5 billiona. Secretary Uorgent hnu :point ed 
out horr di fficul t it hD.S been to noot cnnh roquirenento with R.:s' .C. 
on time.tee be i n& off ~· Re oo.i d 1\trthor tln t t l-e Treasury has 
cceocrnl iched its financinG oo ee cy t~t nobo~v !lS¥& any a ttention 
t o t ho Trea sury :problems , but tlv\t thh cen not continue. 

secreta.r;r 17nllo.ce r CJloated O.,"'ll.in tha. t he cust have the 
corn loan , c.nd tlw.t he =at CIJJ'r';/ throuch with too cotton l oan. 
Socr et:u-y !!ore;entbau se.id l>e h.'\d never ~ r.ilethe r or not secretary 
t"nlltlce should or should not have a corn loan; but tba t he had jua t 
returned fron the lihite Eouse conference on tbe l:rJdcet s=tion 
"t"hon !!r. Bell and l!r. Teylor told hia that nnothe r $250 oillion 
wo-.U.d be needed for & corn loan, 

Secreter;{ l!orcentbou said the t trhat ,., need ia en outeide 
r~e. Secretary Wallace a oked if the cattor could be hendled ao 
o.n no t to tU"fect the bucli;et for this :pnrticulAr year . l!r . ~"!)!) 
c."\do tho fiUGGOstion that tho COCII:IOdil\t Credit Corporation be civen 
noro co.r> itel Md that t hey t:P to tm Mrket for tmi r cmn :lUnda. 
ttr . Toorlor ani d that another oothod l!Ould be a d irect euarantee or 
t~.a Cot.Vlodit y Cr edit Co"!lor n tion ' a obli(;ntionn r.hi ch they aell in 
thtl llllll·::e t . Hr . :!!ell :pointed out thnt in MY ease eventually t.l)o 
~ovo~~ent nunt stand the loss. 

Socrotary !.!or gent.""u naked Secrotnr;t 1"1nll2.ee if he would 
deoio;11nte cooeono to t!or:~ with l!r. :!loll on this :r>roble::> . Secrot1U7 
l7&llaco dedgne.ted l!r. ~e.pp , end !!r. Johnaon said tbat be c.mi llr. 
!..'u.lll(;M of the R.P . C. would &lao -orl: with Ur . J ell e.'ld t!r. T~lor 
on the problen. 
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Secretary l!orr;enthau ae.l.d he r.anted two tb1ni;s: 
( l) a :1 outal.de f1gllre of t he coa t to tbo Trcaauey UJl to June 30 
over ~..nd above tho J)roviaion already l:lllde , o.nd (2) for tbo 
noxt 1'1oce.l )'ear an outside f it;urc o.nd the deficit the comodit)' 
credit Corpor a tion would incur. Ro en i d he did not cere her. wild 
t he oot1mato is, but tho actunl r esult mu.ot be under the eatl.nate. 
Secrotar)' l'lall c.ce added tmt tllc now bill , 1f it 1a passed, wou.ld 
incl ude cotton, corn , wheat ond rice, o.nd theae must be included 
to hc.v e n whole p icture. Secretnry l!oraont he.u ae.id thc.t he wanted 
tr.e whole p icture , the wora t t ba.t could ll8il)pen. secretnr:r t!oreent bnu 
~id tl'.nt wi t.'> this i nforcnt1on he could then t ell t he President 
thAt if thi s leci sletion i n enac ted t hi s i a what it will cos t. 

SecreUu:f :.:or (;Cnth&u added t bnt tbo best contribution 
<·o could ccl:e to e.o;ric lC ture 1a to keep the Federal Govel'T'.nan t 
oound. secrete.r-J - e.lleee aai d thc.t in ncr1&l tur.. there are so 
cnn_v rntl:e r audden shifh that he thOUGht Secrotnr:r ::orgenthau 
end he chould keep i n c loser touch so na to knor. wlle.t os;; be i n 
tho offins . 

Secre t l!.r)' ~orcenth3u tnid that when Congress meet s he 
ic ~;oin,• to hAve a blncctboard cnde U'!' 11i th ell t r.e bills involvinc 
e.ny clqlondituros ent e r ed upon it , and thia c hnrt would incl. ude nll 
tl"' billo tint a r e in com.'11tt oeo , otc. 1'11th thi a device he plmned 
to l:ccp t l>.o Presi dent i nfomed. The ehc.r t 11111 be p leeed on the 
Pren1don t 1 o desk once each nonth. Secretor; Uorgen t h&u added tmt 
all tho tnlk of te..-: l'ovision 11ec ridiculouo unt il 11e l:now the 8Wll 
1Thie:t ie necessary to rai ae . 

Secretary !!orcentmu caid tbnt tbe Presl.dent told !~. 
Dou;;hton end l:r. Vin oon tbnt ho would l<:e e::> Concreae i n seeaion 
until t )..e bud;;et we.s bc.lnnced.. :Both of thee ,..er e sreetl;r p l eased 
~1th tm iden, t'.lld renar:a.d tho.t t hat t:'Ould eean tlle.t the ll'.,.,a and 
l~cona Co.aittee end the Aypro;?r1e.t1ono Co::cittee wuld have t o 
rorl: to co t!ler . 

secrete.cy !!orcenthsu indica t ed tmt balancing t.r.e W.d(;C t 
f or 1338 and 1939 vas one of the toUC}'eat pr obl ens t h c.t he hnd c.-or 
encount er ed. Secret:u-; l1all ace cc.id ho Til'S afr e.l.d tha farmers 
rould not be of =ch help . soc r etl!.r)' !!orcent hru • aid 1t ws.o a 
~uoa ti on of much bette r control all alone t ho l i ne. 

!'r. :Bell ::u;:<e d. soc retnr-; l7alloco if t he ner. program 
i nvolved in t he p roposed faro bil l r.na to be pyrecided on top of 
tho p reoent fer:> :?rosro.a. Sec retl!.r)' i1alleee e.ns.,ered yea . ~r . :Bell 
ce.id if t~t were true t he balanced bud,;e t was cut of the que s tion. 
Secret l!.r'J \'lallru:e aaid t l:e n ew procr~~:~ carried aone tariff equali­
sation ta.."tes . l!r. ':'e;rlor poin t ed cut thAt the ever- nomal 61'8:11l%'1 
plan cade it il:::J>osnib le to >."8ep t he coats on n year basis becauae 
you ""r • bettinG on tbo vea t bor, etc . l!r. Joh..,eon ad.ded, t hat ia 
r iG!lt . 
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secretary i't'ellnce po!nted out tbat cotton novee in 
A\ICWI t Md corn coves !n :;ovenber , Nld t hAt you ho.ve thi a 
ocaeonal pressure comns from all e.nclea , e.nd he t hoUGht tha t 
the Ql:lal'teat thin& to do 1ms to oove ao fo.nt ae we can e.nd come 
out rtith o. ';/)~ corn loen. 

Secretary Uoreenthnu a&<ed Socroto.ry wallace if the 
!nrn p r0£1'80 took i nto account t!YJ coot of living. Secretary 
'inllo.ce enid we do that in conoidcrinc pority. e.dding that the 
oo.ne porccn t ace of the consunero• dollc.r 1a J.)C.rity . secretary 
l!or{;ent hau cc.id that is not w!:!At I-.e oeant by the coat of livinc 
of the lal>ori "ti oan . Secretm-y '::allace ae>i d he ae.rr non wl-~t t he 
secl'<'tary ooent , nnd t1hat he oentionod was not the S8J:le thins 
but the t vo thinr,& "ove tocether . 

Secretary t!orcentl-clu ntllll8d Ur . Boll if he aer&ed Ttith 
all he , Secre\t>r.f !!oreentlu-.u, Md tltlid . l!r • "Sell said :rea. !.!r . 
~·lor cnve t he sane n.ft.sner to n e1o1lo.r question, but added thnt 
tl'l.' boo!:keepl.n.- ttorried bin. F.e po inted out further tmt the 
Co=o<l1 t;r lonn in a part of e.n t\l;1"1culturoJ. 1l1'0f!ran, er.d that 1t 
1a imoortnnt ,-hn t "'e do five yoo.rc later , etc. 

Secreto.ry !!orgen thnu unid that f roo the ste.nd:!)o!nt of 
t!JC fnmor ~Jl<l everJbody, he conoidercd t ho uord of the President 
no of noot vitc.l intlortn.nce , nnd trot he would do everyt..'linG in 
hin ';)0\ter to fioonce an eericul turru. 'lll"O (ll"l\::1 wnon it i s finally 
~~reed U'lOn , but u.,.t he went. the Prooidont to have u-.. whole 
'llicturc hnt. 

Secretary l7nllaco asl:ed whor e t he c;roup should hold 
t~.e ne::t aeetine, end Secr eto.r-J t!orcentl= in<llcnted 1 t rould be 
:.ol d in tho office of l!r . 3cll, ::>irecto:- of the 31uJ.Get. 
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!he affect which the operaUou of \ba Oo11110cU\7 CHdH Oorpo­

raUon han upon \he Jlo.4ce\ and !rt~UUrT f1:1Mo1Jic dap&da liPOD the 

IIIJlller 1A which the 0011110cU t1 Oredi t CorporaUOA raieaa the tlmcla. 

oourceel 

'lhe Co1110dH7 Credit Corporation gate 1h tlmd.e trca \hrea 

I. llone,. borrowed from the Reconetruction 
:r~ce Corporation. 

II . llone:y borrowed 1A the !IIIU'lcet. 
III . ILOne1 receiTed aa repa;ymente of loane. 

I . Konez Borrowed trop Reconat.ructicya nn•nce Corporatlo,p 

When t he Co111110d1t1 Credit Corporation borrow• from tba Reo­

atruoUon l'inaDce Corporation it doee not afteot the Budget or !rea11U17 

f inancing, but oD17 ropreeonte a transfer of credit. OrdiAarilJ, the 

loana -de b7 the Reconetruction l'inaDca CorporaUon to the C.,._,di\7 

Credit Corporation are •de troa '*'AeT derind throuf;h the aale b7 

the Reconetruction l'inaDce Corporation ot ita own obl11atione to the 

Treaeur,.. Pa;yment tor ouch obligation• 1a acco..,lhhed b7 g1T1Dc tba 

Reconetruction J1Danoe CorporatiOD a credit 1D ito oheok1Dg account 

em the !reanrer'a booke and when the ReoonatrucUon :r1Daace Corporaticm 

lend.e the .,ne7 to tba Co11110dit7 CHdit OorporaUGe the ,..........,u,. 1a 

etteoted b7 a charge acatnet the Recona\rucUOil 71Daaca CorporaUOD aoo 

COIIDt on the ~r'• booka and a corre.pond1Dg credit 1D \ha cbeoiDo 
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iDe aooOUDt of t.ho O-dit7 OredJ.t OorporaUCIIl em tho freanrer' o lloolra. 

lei t.her \he ......,. 'borro,.4 'b7 t.he Reocma\1'\loG\lcm ftauoe OorporaU• 

fro. t.he 'freanr7 JaOJ' \M l•c11Jic Of nab. _.,. 'b7 Uw IU'U\no\1-

ft.aaDoo CorporaUCIIl to t.ho C~\7 OredJ.\ OorporaUcm b.&e uq otteo\ 

on t.ho Jludcet or em frMn17 tiJwlolD& at the tae tho .. tl'lllleao\loao 

Ulto place. ••1ther the Budcet JIOr t.he !rMW17 oaeb. h atfeo\ed uUl 

the CollllO)di t7 Credit Corporation aotuall7 d1ebu.reea the --,.. At wah 

UJI8 t he diabura-h IQ)pe&r u apaditurea &Ad. ooneequ&t17, S... 

creue the J'ederal deficit, 

II. Moaex Borrowed 1A \ht MtrkQ 

La at Jul7 the ()o>aodi t7 Credit CorporaUcm 'borrowed a'bou.\ 

t&O,OOO,OOO 1A the .-rlcet and the prooeede were depodted 1A the !rMnJ7• 

!he 110no7 t.hJa credited to t.he eo-:tdit7 CredJ.t CorporaUcm'• ao-\ Clll 

the boob of t.he freawrer ot the United 8\ahe ne uaed to rep~~~' oer\a.la 

loane prertou.al7 ..S. 'b7 the Rooonatl'Witlcm ftauoe OorporaU• to Ula 

Co-*1d1i7 Credit Corporation. !he Rooonatl'UDUGII ftauoe Corporat1• 

1A turn ueed thi• 11011q to retire oor\aiA ot 1 h noUe hel4 'b7 t.he 

frouur,.. !Mao tl'lllleaotlone did not atteot the Budcet 'but tbe 4epod\ 

with the freu'ar7 ot t.ho _ _,'borrowed 1A tho -.rkot 414 1Aoreu• U1a 

!re&a'IU'7'• ouh 'balance &Ad to nab. m•t ha4 u otteot on~ 

t1Aeoc1Jlc. !he 'borrowiAc ot -e7 1A the arkot 'br the c-dU7 CredJ.t 

Corporation and t.ho r~t of t.ho .,D.,. eo 'borrowed di>Oa not attoot 

tho Budcet althollcb H dO•• atfeot tho oaoh 'balaoo lD tho !reuDrT 
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III, Oo1ltcUoss l>:c Co"'PUt:r Cre41t CorporaUC!I! 

.U and wile loans •4e l>;r the CoiiiD041t;r Credit Corporation u. 

repaid the proo .. 4e u. cllopoa1te4 1n the 'l'reuur;r and to au.ch enet 

operate to 1noreaae the '1'reawr;r oaah balance an4 re<tllce the J'e4eral 

daf lc1t , In other words, the lludcet 4ef1olt h 1JloH&Md. b7 the _, 

of ..,ne;r dhburaed b;r t he Oolllll041t;r Cre41t Corporation for loans, adoo 

lllnhtratba upenaea, etc,, an4 1a re<tllced tor collecUona a4e b;r 

the CoiDOOdlt;r Credit Corporation in connection with the r~t of 

ouch loans, fhh 1a tl'U8 under the present procec!nre without repr4 to 

t he sources fro• whlcll the CciD041t;r Ora41t Corporation ceta 1h ..,.e;r 

for f1nanc1n& purposea. C.. t he other hand, the lludcet 4&f1c1t 1a not 

af fected when the CoiD041t;r Ore41t Corporation borrmrs 1110ne;r 1D the 

CJ&rket or when it rapa;rs that borrowed 110ne;r. !o illustrate, let ue 

o.aau=e that tha Co111110d1t;r Credit Corporation borrows t&O,OOO, OOO an 

olul;r 1, !hh would 1.ocreaae the '1'raaaur;r•s oaah hut would not redlwe 

~· dafictt . Jan let ua aaau.e that the Coaoodlt;r Cre41 t Corporation 

lands (41abursll) the tro,ooo,ooo, Jet auoh tiM the oaah lean• the 

!'H&wr;r and the 4at1cH h 1Jlo ..... e4, In thh connection it ahould 

ba borne 1.o 111n4 that under the ezanwle stated there h onhtand.1Dc 

&&&1nat the UD1te4 State• a contlncent l1ab111t;r of $60,000,000 &D4 

the 110ne;r rapreaeoted b7 1t h no loncer 1n the '1'reuV7. len, let 

ua .. .,_ t bat wh• the ec-.Ut;r Ore41t 110t11 tall d .... 1i ..... t appl;r 

67 

Regraded Unclassified



-·-
to the ReooutJ'\IDUOil F'nanoe OorporaUoo ! or a loaa, which lat\ar or­

canu&t10Jl ~ COM to the !reaeu1'7 !or tile IIKID8J'o !he IIKID8J' h !ire\ 

cr edited to ReooutrucUon l'1.aalloe Corporation 11 account b7 tbe TrMIU%'71 

nut H h oharced acainat the Reoonetruction F'.DaDoe Corporation'• ao­

cO\lllt and credited to C-dit7 CracU.t Corporation aoooant; and !~ 

t he checka heued. b7 the C-dit7 CracU.t OorporaUOD 1D ~t o! ih 

notee are oharced -cainet ih aoOCNilt with the !reanrar, !hie rlduaea 

t he Treuury oaah but don not at!eot the deficit, the ~ticit h&Y1Dc 

ODCI be"" incra&ald whc eo.aodit7 Credit CorporaUOil 8J)Ct the IIKIDI7 

t or loane, lnoidantall7, the oontinc•t liahilit7 h&a DDW be• cll&rl4 

trom the booka and pra..-1117 the Oo~dit7 Credit Corporation hol~ ... 

eete 1D an equal UIO\lllt, llhether euoh a .. ete are worth the tl1ll. _, 

epont h another queation, 

A8rcue1.1lc now that the aeeeh held b7 Oooaoodit7 OracU.t Corpo­

ration are liquidated, the cuh prooelda are turned int o the !re.aau1'7 

CU~d operate to rldUDe the ~tioit, In other wor~, it ort .. h the 

increaee 1D the datioit preY1ouel7 referred to - althouch 1t ~be 

in di!!erent T~Uio 

'lith the credit on the ~wrer'• boolta the c->dit7 Credit 

r1~1 ReoonatrUDtion r1Dance•Oorporation and Reoonatruot101l rillaDOI 

Corporation r~ the !riOUUl#' leaYinc ~od7 1A the- poetUoa 

&I in the bec'nnl nc, 

fhl proo.,._ now tollowld oan be obaJicld ao that tba tD~ 

can be borrowed, paid out, and repaid without &D7 etrecn on tba Jtu4&1t, 
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OoUon - leU-~•4 ~~ 6 II balea e t46. a bele or 
t:noM 

Corn - Eat~ted abou~ 266-2'1011 'buahela e •• 46 a 
'buahel or $!.20M 

!§'l'l!!!t%!11 D'1' 111Sli1Jll!fl\llll'f !f IIQII'!llll 
lD llilliona ot dollara 

CottCIIl Corn lliacellaneoua 

5. 
lloncber 10. 5. 3. 

3. 
Decaoobar 10. 5. 
J&lm&l')' 10. 5. 2. 

J'ebru&r7 5. 5. 2. 

!larch 5. s. 
.1prU 6 • 

lla1 111. 5 • . 
June 66. 30· 

130. 60. 10. 

!oW 

5. 
18. 
lB. 
17. 
12. 
10. 
5. 
~. 
95. 

200. 
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HJUr: Hello 

October 21, lQ~7. 
4:08 p ••• 

70 

Operator: Yr. lnoke. Go ahead. 

lnolte: 

HliJr: 

K: 

HKJr: 

IC: 

ID(Jr: 

I: 

HliJr: 

11:: 

RlUr: 

K: 

HUJr: 

K: 

HliJr: 

1: 

HUJr: 

Yr. secret.ary. 

Hello Jtnoke 

lnoke 

Lochhead and Ta3lor are eitting here with 11e, lietening, 
do you know about thie purchaee ot gold on the part ot 
the French here in New York. 

Yee 

What'• your thought- how do you explain itT How do 
you react to it. 

Well tiret ot all it indicate. that the Frenoh han had 
a Yery good - not a Yery good day tod~. 

Yes 

But that bringing the t otal up eince a week ago laet. 
Sat.urda3 to about a hundred 111ll1on dollars. 

Yee 

Now the reaeon that. they do it. here rather t.ban 1n 
London, I ehould 1aag1ne, ie - one ot the reaeone ie 
the ettort t o distribute the gold holdings . 

Yee 

In other worde they teel, quite eillply teel there'• 
enough in London and they want eo11e 11ore here. 

Oh- huh. 

Wherefore the willingneee to pay aore than 1t would 
coet the• in London. 

Oh-huh. But they're paying quite a price aren't they? 
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IC: 

H!Ur: 

IC: 

HUJr: 

K: 

HIIJr: 

IC: 

HllJr: 

K: 

HW'r: 

IC: 

IUIJ'r: 

IC: 

HllJr: 

IC: 

HliJr: 
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Yes, but I think the price looke today 
It thie gold movement, tbia boarding effort continuea 
I don't think it'll be eo - looke eo ver,r e~iva 
in a co~le or weeks from now. 

JC1 God - 111 gosh -

We changed rapidl,y -

Oh, boy, boy, boy - remember, waan 't there a aonth, 
in Karch, or did we skip that thie year. 

Well, how about April, May. 

Well- I can't keep 

Yea, but all I can aay, I'• at laaat proud or one 
th1ng, that I'm not quite ae inconsistent aa thoae 
people - aa eome people have been abroad. 

Such ae Well, 1t 1 a - well let ae 
put it the other way around. Ie there anything in it 
from the standpoint or the United States Governaent 
that doesn't look eo good. 

Well, I - ot couree it wasn't - I ahould i magine what 
it 1mpliee is that ~ raat or the world expecta a 
l ower dollar price 1n teraa or foreign exchange a . In 
other worda that the dollar will weaken 1n terma or 
sterling and trance, eto . 

What'• that.? 

I rather think it implies, that aay impl,y that the 
rest or the world will expect a lower dollar value in 
terms or foreign exobangea. That the dollar will -

Well, in terms or eterling, what. does that mean, 1n a 
dollar. 

Well, in other words that sterling will go hlgher. 

Higher. 

The e11111e or trance and the other currency. 

You aean that. that dollar in terma or eterling will go 
towarde five dollara. 
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11: : 

IDIJr: 

I: 

HJUr: 

I: 

mtJr: 

I: 

HJUr: 

I: 

!D(Jr: 

I: 

BKJr: 

K: 

HKJr: 

HlfJr: 

12 

- l5 -

Yea. Juat to put - to aention a t1gure, I don't know 
&D,Jthing about tiYa dol lara . 

And t.he onl,y WaJ they can atop it 1a throU6h b1171ng 
gold. 

Well, they, then you are - now you're touching upon 
a great proble• tor which I don't think the eolution 
haa been tound yet, aa long aa the Brit1ah are t.r.Jing to 
unipulate their exchange throU6h gold. I don't know 
how they'll do it the dollar weakena and at the eame 
time the demanda tor gold continuee. 

Well, I 1Ye giYen it a Yer.y quick look, and I can't aee 
&D,Jthing 1n it but good t or ua. 

Well, a little better, it'e good tor the world, I 
think. 

Oh, yee. Oh, yee . But it'e moYing -

The only way to diatribute gold. 

It ' • aoYing ao taet it le&Yee ae breathleee. 

Well, it doea -

I may be able to aell one ot those extra pa1r ot 
troueera I got . 

(laugha) You aean to 81¥ you won't need it . 

Exactly . 

Well, there'• lota ot people who oan uee it, Mr. 
Secretary. 

I know. Well, Juet a a1nute t o aee 1t either ot the 
other aen want to aay eoaething. 

Will you be epeaking to Oarigual again tomorrow? 

r: Yea. I can 1f 7ou ~ -

HJIJr: I th1nlt I would. 

I: All right, lir. 
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HMJr: 

K: 

HIIJr: 
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I think I would. 

You know he'e been - now 1n hie laet two oonYereat1one 
a great deal •ore opti•ietio that he hae been 1n ~ 
•on the. 

Well, that'• what what 1 e hie name eaid, Cochran. 

K: Yes. 

Hlr!Jr: Yes . Well , it 1 e all to the good. 

K: And what 1e more I think London agreee w1th h1m 
generally apeak1ng. 

f!llJr: 

[: 

HJUr: 

[: 

HllJr: 

Z:: 

Yes, yea. lll right. Thank 70u . 

What hae also happened 7eeterday and toda,-, ie a •uoh 
bett er outlook 1n international attaire. 

All right. 

It'e the beet you know. 

Thank 70U, 

lll right. 
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n~ GOLD UOVEALNT TO FRhliCli Oct ober 21, 19.37 
4 : 25 p .m. 

Present: 

H .~ .Jr: 

Taylor : 

H. J . Jr: 

Haas: 

IAr . Taylor 
Mr . Gas ton 
lirs Klotz 
Mr . Lochheao 
!.lr . B~as 
:.lr . '1/ni te 

No .~ listen, I oou 1 t know whet her you people are 
against me or not, but I 1want you to list en, and 
I want to sell - if I can, sell you a bill of goods . 
lie have sold 15 million dollar s worth of gold today , 
7 million in London and 7 million dol l a rs t hat · 
the French bought dollar s and eLrmarked it her e, 
which ma~es over a hundred million dollars worth 
of gold tha t the French have a ccumula t ed of capi tal 
i n t en days . NoN, I don ' t - I 1 ve been arguing with 
Arcnie about trying to let the world knoN tha t this 
toing is happening . I mean I Jus t talked to Sumner 
Nelles and he says, 11 You can' t tel l - t his i s of 
tremendous significLnce t o the world, if they could 
knor. tha t the ~ rench are getting back on their feet . " 

And incidentally, he said tha t he s aw Bonnet the 
niBht befor e he left and Bonnet sai d thst t he only 
pleasant thing th~ t has happened since be ' s been 
Mini s ter of Finance is the t rea tment I 1ve given him . 
'l'he only pleasant thing since he ' s been Minis t er of 
~inance . He said if t he French had been one-tenth 
a s .s:ind •..• 

'fhe british . 

1he British •••• one-tenth, his life would be l i vable . 

'rbe only • ••• 

Here ' s toe thing : this whole ques tion, br.lance of 
po.~er . The French ore gaining , r.nd we sit here e nd 
.s:eep it a secr et . Now, I think we should tip our 
nand . ·.ve •ve got 75 million dollars in the "kitty" 
right now . Now, I • .• • 

Only one •.•.• 
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!! . ll . Jr: 

Nhite: 

rl . ~ . Jr : 

,Vhite: 

li . :4. Jr: 

loni te: 

H • .l.Jr: 

Haa s: 

fl . ~ . Jr: 

Hac..s: 

·.'ih1 te : 

H. J . Jr : 

Nn i te: 

li . !.I . Jr: 
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Now, you fe llows tell me why I'm wrong . 

Wouldn 't t hey be in a better position to know what 
is good for them? I mean if tha t information was 
good, wouldn ' t their acquiescence be the decisive 
f uctor? 

All I do is Just to desterilize 25 mi11ion dollars . 

And then give your reason for it? 

No. Or, the r eason is: gain of capi tal moving to 
France . 

Yes, I think give it out that way. 

Yes, but I first want to m&ke up my mind whether 
it' s good for us . 

I was going to say tha t before this business ••••• 

Listen, I can answer for IJonsieur Bonnet. I am 
Minis ter of Finance Bonnet - "Oui, oui" - kiss both 
cheeks- " bon jour ." I mean nothing but • • •• • 

I agr ee with you there . 

The only one thought in my mind is, ~ t this particular 
ti~e, if you wait a week or t wo, it would be very 
desircble; th&t an outflow of gold, tied up with the 
activity or the stock market - they might draw not 
the same conclusion tha t you would araw . Instead of 
regurdlng France as the guiner , they might turn it 
around end think tha t toe r eason gold is going out is 
because of events here . If you wait a few days and 
if the stock market continues to improve, then I think 
you can S<,ueeze the maximum amount of benefit out of 
it . 

"But, ~. New York Herald Tribune, your deduction 
wronB, because for every day this week Europe has 
bought more stocks tbon they have sold . " 

But you won ' t be abl e to tell them t hat too, will you? 

IVhy not? Is there any law against that? 
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B . ~.Jr : 

uhi te: 

ll • ..! . Jr : 

hnite: 

a·- · Jr : 

• ;ni te: 

IL 'L Jr : 

''bite: 

ll . :.! . Jr : 

•I hi te : 

- 3-

No . 

Would tha t answer the question? 

11ell then, you'll have t o - it will be quite a 
paragr aph . 

Pardon me? 

76 

It will be qui te a par agraph. It won ' t be merely 
that the French a r e accumulating gol d here. It would 
nave to be maae perfectly cl ear t hat not only have 
foreigners nad confidence in our stocks to the extent 
that t ney have been buying much more than they have 
been selling , but i n addition to that - both t ogether 
would ans17er the objection that I had . Although one 
day ' s r ecovery in the stock market I don ' t think i s 
4u1te enough . I think it might be better to wait . 
l'he news will still be good two or three days from now. 

Now, Harry, let' s just hit as hard -you hit a s hard 
a s I do . 

I usually try to hit har d • 

Now, ~on't- l e t • s f or get this god-damn s t ock market. 
'llhat I am thinking about is the balance of power f or 
tne democracies of the ~orld , which is a gr eat deal 
better lnrluence on the stock market - I mean if these 
peopl e r eally believe t hat Fr ance is going to pull 
through, then this Spanish thing is going to be settled 

~nd toere is a chance of peace in this world; this 
whol e 4uestion of tois chaoti c t hing may be solved. 
Tha t ' s a gr eat deal mor e i mporta nt and a grea t deal 
more bullish t hon this blankety-blaokety s t ock market . 

1ha t• s exactly why I want to make my point. 

But why? 

I n order to s queeze the maximum amount of bullish 
advant age - r •w speaking now of the world effect -
out of this gol d movement, you want t o identify it 
with improvement i n France, not with what is happen­

ing here . 
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li . :.I . Jr: 

White: 

li . :J . Jr: 

••hi te: 

K . .. . Jr: 

.. tu te: 

l:l . :.r . Jr : 

.Vtli te : 

H . ~ . Jr: 

ldti te: 

H. '. Jr: 

.l'hi te: 

Taylor: 
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Wai t a minut e , Barry, you ' re t alking against your­
self . 

I don't thi nk so . 

n~it a minute . You fir st said if we say this thing, 
people Will think t ha t i t has to do with our mar kets . 

That • s it, a nd ther ef or e t hey will not cllocote the 
accumulation of gold t o t he thing that you wont to 
allocate it . 

I •ll s i mpJ.y s ay 
hns gained, nnd 
believe Bonnet. 

so . ! 1 11 simply s ay thnt France 
tn~y 1 ll believe me wher e t hey won't -·- ... ...,. 

Your f r ienos will believe you • 

Wai t a minute . 
the French tmve 
million Ooll~ rs 

I 1ll s ay t ha t for the l us t t on days 
aver aged - t hey have gained ten 
a day of copital . 

Well , s uyposi ng I c ounted t ha t - I say , "Sure , t hey ' ve 
6nined capital . Everybody is ;ullin~ capital out of 
the Uni ted Sta tes . Look wnot is happening in t he 
security marke t . " If you wait a re1: dsys and that 
still ~oes on, tnen t his - they may s ay that , but 
even if they do i t ha s much less force, and the 
rea son gold is flowing back to France is because of 
the im;>rovement in Fra nce . Tha t ' s the i dea you get 
a cr oss . 

Tnat• s wnat I want t o get across . 

I thin.< you ht.ve much less chance now t han you wi l l 
ha ve in a few days, if t he stock market expects to 
recover, as I tni~ it will . 

(On phone) Tell Gaston to come in, pl ease . 

Beca use ther e ar e two interpretations possible now • 
The longer you wait, there is only the one the t you 
wEnt t o be made - it wi ll be the only one t hat can 
reasonab l y be made . 

I 've got another comment to make which goes back to 

.. 
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llli~ s : 

'i'B:t ~o r : 

·.:n1 te: 

Tliylor : 

• ihi te: 

T!iylor : 

B. M. Jr : 

GPston: 

H.:.I . Jr: 

- 5-

your first statement, which is, aft er all , Fr ance 
is the person t o start that conversation, and we 
could confirm it, but I d on ' t think we ought to 
initi ate it . 

78 

You see, if you go back, all this aiscussion of 
hot money, r el e ting to funds com.ing into the s took 
mLrket, with this tremendous break we had - lot of 
people wonder why gold hesn•t moved out before, see? 
But now you s ay it 1 s moved out and they say, "Vi ell, 
that's just a natural consequence; the outlook in the 
United St~ tes is much poorer than it was; the trend 
has changed." And you might not - I think this is -
there is a good chance you won• t get the interpreta­
tion which i s the t rue inter pretation - that is, tha t 
Frunco is actually improving . 

I think if it comes around as suggested here - France 
calls attention t o the gai ns that she' s made, you see, 
t hen you come in on thht Gnd say, ~es, that ' s true, 
and the s ituation is thus and so" -much better t han 
if you mention it. 

(Gaston comes in) 

I'm not as much impressed with that as I am with t he 
other . 

After !il l , it's - I t hink we would have to c heck wi th 
~renee before ~e made the statement &nyhow . 

But the significant thing is to get the effect • 

France maybe isn' t r e&dy to soy it yet . They' ve got 
various other things they ' ve got on the i r mind . 

'• he point tha t I am saying , Herbert, is that we ht~ve 
baa a tremendous movement of gold today, France gain­
i ng much more t han before , see? 

Fr om here out? 

Yes, and altogether, all around - I mean they have 
now passed the hundred million dollar mark, France, 
in ten days , see? What I am saying is tha t I think 
tha t we should - and this is the kind of gold we can 
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C<.stou: 

.. . ~ . Jr: 

CLston: 

H. :.t . Jr: 

Gus t on: 

H . ~ . Jr : 

.1111 te: 

H • .J. Jr: 
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desterilize, see; and no one has talk ed on t hat 
point either - a nd I think tha t a t this particular 
time, forgetti ng our own stock market but t hinking 
of the world balance of poNer in the democraci es, 
we could say something ubout this and how marvelous -
they ' ve got this tremendous - just called up Sumner 
.. elles and told him about it, and he said, •You just 
can't imaeine the significance of the f hct that the 
french ar·e gaining; i t ' s the mos t m&rvelous thing," 
etc . See? 

Now, in view of our conversation a t lunch, they asked 
me the ~uestion "~bat ' s happening in the capital 
flows? " Now, no one can tell this thing, because 
r.e • ve go t it so h i dden and secre t that it wi ll be 
~eeks before anybody Will find out, because we 1 ve just 
got devices so they can' t find it out for weeks . See? 

Yes 

Now, I tiliM one thing , one statel!ent you made - I 

think you ' re perfectly r ight- that you can' t do it 
Nithout consultin!l the French; but of course, I 
should think the French 11ould jump at the t hing . 
I 1 m j ust .;ondering - if :.e make this speech on 
::iumlay - 11hy 'NOUldn ' t we tell Cochran to tell Bonnet 
to m~ ke u speech on Sunday 1 and then we could confirm 
1 t. !.!onoay . L!aybe th& t would be the woy to do 1 t. 
~Q~e all their polit ical speeches on Sunday . 

"hat ob j ec tion i s ther e to s aying that we are releasing 
for shipment so many millions of gold? 

lhey ' re no t shipping it back, they 're earmarking 1 t 

here . 

ihLt will show up i n increased eur marking here, but 
it won ' t be kno~n for which country . 

Got this tning so hioden, l!rchie has , that you can• t 

talk • 

• lhe t would be tne disadvantage - because I think there 

is un advantage - in waiting until anothe r week? 

Another what? 
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tl • .I . Jr: 
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Another week, a t which time I expect that there will 
be some more recovery in the market , at which time 
you can make the statement, after receiving their 
agreement, if they want to make the speech a week 
from Sunday, and desterilize gold , explain the 
desterilizati on of gold ; explain a lso the fact, or 
indicate the f act, tha t they ha ve been buying more 
of our securities - foreigners have been buying -
don't have to s pecify France, because I 1m not sure 
that they have been. · 

The t wo things have nothing to do with each other . 

... hey have, because the other fellows will tie them 
up if you don• t • 

. 1ait a minute . There are two dis tinc t movements . 
~he fellows buying s tocks here are not Frenchmen. 
Just l et me go through it . ~here ere two d istinct 
things . London and Amsterdam are buying stocks here, 
which is one movement . 

night . 

1hen the movement by which the French are gaining is 
something entir ely distinct . 

Surely . 

Am I right ? 

Right . 

London and Amsterdam purcnases might be French . 

nell, but the chances are they al'e not, 

~ell, we don ' t Know. 

But you ' re wrong, if you don't mind my saying . They' re 
t;vo distinct - they could be , but they a r e two dia tinct 
movements. I mean you c an ' t buy a hundred million 
doll&rs worth of gold going to France und a t the same 
time that the Frenchmen are buying a hundred million 
dollars worth of our stocks . Just doesn ' t make sense. 
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Til)' lor : 

li . :.! . Jr: 

H.M. Jr: 

··ni te : 

H. '' . Jr: 

.Vni te : 

H.:J. Jr: 

Gas t on : 
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Oh yes, t1ro oovement s . 

And they are both in our i nterest. And God, I sit 

here and keep it a secrett 

But the point is that, a s you s a id, you ' re going to 

mention them both together; it i s not because they 

are both t he same thing , but because the press wi ll 

indica t e • ••• 

They are t wo distinct and independently separate things. 

Taen why are you mentioning t hem together? 

Because you said in c ase of an explanation - " Is 

gold moving out of here because they a re s elling 

our stocks? " and I say, "No ." 

Exactly • 

I ansll"er t hat they are two distinct movements ; there 

is one movement where certain foreigners are buying 

our stocks becau-se they think t hey are cheup, and 

there is another group of forei gners t hat are moving 

the gold into France because they think they can earn 

more money in France . Now, the movement is going two 

d irections . 

~hey tre going to cancel out then . 

No, no . The Fr ench movement is stronger than the 

other one . 

They are two distinct- I mean it' s two distinct 

movements . Ther e is a flow of capital to Fr ance 

because they think they can make some money there . 

There is a f low of capital to t he United Sta tes. 

hnd the one does not cancel out the other. 

But don' t you think you would get much more <lffect 

by waiting a week? I mean the stock mar ket collapse, 

in the minds of the press - a nd that is whom you have 

to depend upon to create impressi ons - i s too fresh 

to them . The erroneous conclusion is too obvious to 

draw . No t withstr.nding your cor rect explanation, they 

will draw the erroneous one, b ecause in the light of 

cir cumstances it i s the more obvious one . 
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Just let1 s put t his t o one s i de . The thing which I 
thought, Wayne , was that t his fel l ow here would 
t alk - "Oh, but you can't des t erilize gold, • end so 
forth and so on. 

Baven•t got around to that yet, but •.. 

You going to put - you going to dester111ze an 
equivalent amount of gold? Is that your ••.. • ? 

That's the - what I was going to i ndicate . I was 
going to desterilize 25 million dollars worth of gold . 

I ' ll change my ~osition and you can ••.• 

Which side are you on? 

On your sioe now. 

On, but you're tninking just - just got one i dea , 
just so anxious t o put money in the market. Don't 
let tha t change your views . 

No, I'm not thinking about tha t . 

The full effect of the French transacti ons will be 
concealed by the offset ting transact i on. 

:..ne t hing is this, Herbert. ••e have over a hundred 
million dollars wor th of gold in London which we 1 ve 
been s elling . Now, t hat - as we ge t the money, we 
put it in the special account in the Federal Reserve 
of New York, so it doesn 't - completely i solate it, 
see . What· we are t alking about is t aking that and 
transfer·ring it t o the General Fund . When we do 
that, t hat i s desterilizati on, end it again becomes 
part of our 200 million dollar revolving fund . 

You will add that t o your billion eight. 

No, no . It goes into the General Fund and it ' s 
a vailable. 

We would buy with the St abili zati on Fund - we would 
buy 25 m! llion dollars worth of gold from the 
sterilized fund and tha t would give the General Fund 
25 million dol lars more of funds •• • • 

Yes 
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••• which they could use. 

Some place or other we 1ve got 25 million dollars with 

which we can buy 25 million dollars worth or des t eriliz 

gold and release it . And that ' s - I should have said 

tha t rirst - that ' s what I want to do . 

I think that 1 s e third reason why you should wait a 

week, because if you do tha t now the whole thing 

looks a little too slick a t the moment . 

I t 1 s too much connected with it . 

A week from qow there won ' t be quite the same - Jim 

a ssUDI1ng that &~e· ffts a' lit -..vnl continue to recover; 

I expect it will. If lt'doesn 1 t, t hen I s ay a ll the 

more reeson why you shouldn't say 1t until you 

really •••• 

Would you want me to do it on a falling m~<rket? 

Technically, the ma rket is in a 

'llait a minute. Would you ha ve me do it on a 

falling market? 

I don ' t knoa•. It' s a t ough question. 

(Hearty laughter) 

I•ve got another reason- part of t he same one, ••• 

(To 11hite) Coward , coward . 

• • • which I mentioned earlier . You ' ve got to remember 

tha t the French Parliament reconvenes approximately 

the 16th of November, that you1 ve got these party 

meetings at the end of t his month. Now, the rea son 

tha t t hey aaven't put out a ny bull conversation, 

except what appears in the Bank of France statement, 

end so on, must . .. .• 

~hat? You mean "bullish" conversation, don ' t you? 

Same thing . 

I thought I said it . 
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Well, there ' s a difference between that and •bull.• 
I just wanted to ma.ke s ure . 

Yes . ~ometimes synonymous. • •• probably has 
somet hing to do with their domesti c situation • . . . 
Well, lis ten, I don 1 t - will you fellows think 
about t his over night and then we' ll t alk about 
it tomorrow . I buvenlt got to the place where I ' d 
say my bones tell me I 1m right. I haven 't arrived 
at tha t, see - at t hat stage yet . 

My hunch would be to let t he French have it leak 
in Par is - dispatches t o t he Juuerican newspapers 
as t o t he amount of gold acquired . 

I ma,y say this, t ha t if the gold continues going 
out at the same r ate it is going out now, within 
another wekk you will have no choice but to desterilize, 
because I've got a limited amount, r oughly 75 m.illion, 
l eft; and after we sell t ha t , t hen we have t o s t art 
t aking it out, des terilizing. 

He s till b etter . 

hxcept on your thing, we might have a movement t here 
where it ' s going out because of a falli ng market, 
people taking the money back; might be forced to 
make •••• 

.. ell , would you have me make a statement on a f alling 
market? 

I ' m not anticipati ng a falling market . 

We have t o realize that if money was going out because 
f oreigners were selling stocks, you' d have to make 
the statement whether it was a falling market or not; 
you ' d have no choice . 

And it wil l b e interpreted entirely the way the 
market happens to be moving at that particular time . 

That ' s right, that ' s right. 

Now, I come back t ba t wba t you •re telling me is this: 
I should wait until I have used up all the gold, and 
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then you come in and say , "ll r . Alor gent ha u, ther e ' s 
nothing left, you've got to do i t t oday," and I ha ve 
no r lternotive . 

I ' m telling you that in advance . 

And I 1m telling you now - how much we got left ? 

~>bout 75 . 

'.Yell, I ' m looking ahead o couple days . 

I 1m all for having i t •••• 

I don ' t .;ant to be in the position tha t you come in 
and s ay, "I ' m terribly sorry, but she' s all gone . 
You J.o it today and do 1t no·.T . n 

Yes , you don ' t have to; you don ' t have to s ay that, 
you know . :/hen you ' re all gone, you can let gold go 
direc tly out . You don ' t hove to say the 200 million 
dollar s is a ll gone . 

But it wi ll show up on the sta tement just the same 
~s soon &s the Secre t ary uses the s ter ili zed gold . 
You s ay you ' r e not going to make any s tatement . Well, 
as soon as tha t sterilized gold goes down, you neve t o 
ma~e u s t a tement . You ' d nave to let gold go out of 
tne sLer 1lized account, &nd you ' d have to make some 
st:~ tement . 

I think the s t or y should come out under P&ris date 
line us soon as possible, lind then I thinK tba t we 
stlould oesterilize the 25 ond when t he thing tppears 
on the daily Tr easury statement a day or two l ater, 
the boys say , "What' s this mean?" why, just point to 
the dispatch . 

Well , t ho trouble - I a gain say the trouble .v i th its 
cooini; fro~:~ Pa ris is nobody believes it . 

~ell, they ' ll believe it i f i t shows up on our figures . 

I don 't think that ' s the significant thing, whether 
it comes from Paris or here . 

I think the t ' s t he confi r mati on of it, tha t it does 
show her e . 
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If you ' re going to g ive it out a nd get the maximum 
publicity , the question is, when is the most effective 
and opportune moment? I don't t hink it matters much 
Nhere it comes from. 

I t nink very strongly if we do give it out, it will 
be misconstr ued ; if the French give it out and we 
confirm it, 1t1 s O. tC . 

The only thing I wa s pointing out wa s tha t we mi ght 
des t erilize 25 million dolla rs worth of gold today, 
but on the other hand , on the same day we mi ght get 
16 or 20 million dollars dumped in on us from Ja pan. 
11e go to make the s t a tement, and the 25 i sn 1 t ther e; 
there ' s only four or f ive. We ' re sti ll getting gold 
in . 

That ' s another argument why we shouldn' t wait. 

Getting tnese movements . Gold from Japan will start 
coming in f r om now until the end of the month. 

l'he desteril i za tion wa s s tarted because :1e were afraid 
of inflation, so it• s not necessary to sterilize the 
J apanese i f you di dn ' t want to • 

.!ell , you• r e t alking about stopping gold steriliza­
tion . 

You' re getting down to or iginal •••• 

I d on ' t think you' re tied t o tha t absolutely. 

That would be i nt er pr e ted as jittery unless ther e 
.vere some good extra r eason. 

I' ll give you a bedt ime s tor y: sleep on it . I 
haven' t got to the point wher e I say, ... 

"I mus t do it . " 

.• . . "I mus t do it ." But it' s very interesting, and 
"tink" it over . 
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October 31 , 1937 
Thur•d&¥ 

1'!1@ Secretar)' tel epbonecl. me thie neniD,t and re.tl!rrecl. to our conYI!l'tatione 

1n the afternoon relathe to the oubetantinl acquhitione of r old 'by the l"rench 

s t abil1tation JUDd and thft plnn for the u. s. Stabilirati on 1Un4 t o draw ,old 

f r om tho s terilized ~old account and thus g ive an opportunity to draw attention 

to the r;aine made by !'ranee. 

'l'be secretary etatf'd that he had thow>ht out •hat appeared to be a e1mple 

•olut 1on, and that waa, to ba•e the Stabilization !Und replenish ite ' old hold-

in,n by t~ over the ehtpoenh of Japanue !Qld no" on the n:1 to the tli11tecl. 

St atn , totalling about 40,000,000 doll are, ina tea4 of el10'111!¥; theu ehipl!t'llh 

to 'o into the sterilized account. 

I a,rreed w1 th him that tbh no a very e1mple •A¥ of replenhhin, the 

Stab111tat1on Account •1thout practically aQ1 comment, and could eee no objection 

to it . 

'J:h~ St!Cretary etated that be would di8CU81 1t 1'\lrther the next morni J¥; . 
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DEPARTMENT OF STATE 

WASHINGTON 

In reply refer to 
U 500.C 1198/122 

My dear ~r. Secretary: 

October 21, 1937 

I enclose for your information a copy of despatoh 

Ho. 33 Political dated October 8, 1937, from the Ameri­

can Consulate, GeneTa, transmitting a list of t he 

members of the reorganized Financial Co.aittee of the 

League of Nations . The Consul states that it is expected 

the first meeting of t his Committee will be on NoYember 29. 

Sincerely yours, 

For the Seoretary of State: 

Inclosure: 

No . 33 from Geneva, 
October 8, 1937. 

The Honorable 

Herbert Feia, 
Economic Adviser . 

Henry llorgenthau·, Jr. , 

Secretary of the Treasury. 
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'!'be Bouordle, 

The Secretary of State; 

Wuhingtou, D. Q. 
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Cot• I DP. c. V. BIWIIIIAUt ll l.,...wr ot ~. llatlC!I\&1 Dull at 
l)c-)1 (Dullllllo 

(Nn) 

(II .. ) 

(Old) 

,., w. a. OUJI.I, ~'~"~'' 1U IIhte1' or n-" (O.ft8Uul . 

r. 'P.J. OOOI.TOCH: , Ylae-~dclaat, 1ll'llt Matton&l ••'*• 
lloeton (Aeel"lMn I , 

• G. DAlt s, tn~etor-OeMral of rt- (rrellet\ ) , 

(Ol d) ~r. A. &. JAKa~. P?ea1dtnt or t~e "Oool~te belR• de 
aanq.ae•, toi"Wrolr l nhwr ot r tMaee (Bitlglall) . 

(t.ew ) ::T. D. CraM cia J OMifl , ..,..etclaat of "'• derlaMMbe 
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(N" ) , v. l ltWBOCr, Preal~e11t ~f t ht Auatrl~n Hatlona\ 
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RE. GOLD lo!OVEilENT TO FRANCE October 22, 1937 
10 : 00 a .m. Present : 

ti . J . J r : 

Tt ylor : 

B. ' . Jr: 

lit!ll : 

lites: 

H . .! . Jr : 

Lochheads 

' llr. llag1ll 
Mr . Tey lor ' 
!Ar. Oliphant' 
IJr. llhi te' 
Mr . Opper ' 
Mr . McReynolds" 
l>lr . Bell' 
Mr . Lochhead' 
Mr . Haas" 
Mrs Klotz J 

:.rr . Riefler 

Ki nd of over lapping her e - Commodi t y Cr edit and 
golci . Got t o wai t for Professor Bell s nd Archie . 

7/in Riefler 1 s here . Do you want him? 

(Bell a nd Lochhead come in) 

L!ist night, about s even o ' cl ock, I got what I thought 
was a n answer on how to handle t his gold . So I celled 
up Archie to know what was t he matter with it . Archie 
thought i t sounded pretty good . This morning I walked 
down with Bell 8nd told him about it . I said I t hought 
1t was wonderful t ha t I g ot this i dea first, with all 
thes e experts ar ound . He sai d, "Well , if I had been 
sitting nere, I ' d hbve had the same i dea . " 

~imple a t lecst . 

Tna t nelps t he experts then. 

tio t he idea that I 've got is .... Hello (On fho~e) 
Hello, Henry . (fl;.s connrs:: tl !>n dth Sec 'y Nul I<Ct:J 

(Riefler comes in) 

l. ell , I 've beaten the gun. But Bell and I have 
hud a long time •••• 

1'/ell, l et' s do this gol d thing first; then we ' ll 
come back. Are you ti'lo gentlemen ready t o r aport? 

I ' ve spoken to Mr. Taylor , Ur . Haas and Mr. White, 
who have all agreed that 1t would be a desirabl e 
thing to do, to follow your suggestion. 
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1'/ell , l e t me give it in non-technical l angwge, see , 
so tht t Mac can understand it . 

avve t o be pretty plain . 

(Hearty 16U8hter) 

~ac ' s her e on corn. ae kind of slipped in on this 
gold . I don't know how he got in her e, but it' s all 
right . 

Read Mr. Pegler this morning, Mll e . Mac will 
appreci ate tha t . 

nha t ! sai d is this. Vi e have accumulated t.bou t 75 
million uollars worth of gold - of dollar s , through 
sellint gold whi ch we had abroad . This money i s in a 
special fund in the Federal Reserve of New York, 
completely triple-1sol6t cd, insulated, and s t eril i zed . 
During tile period thb t we b&ve been selling t hi s gold, 
we have continued to buy gold a na continued t o s t er­
ili~e the money, ~nd this LOl d which we Her e buying dur­
ing the same period about offsets i t, so there rea lly 
h~s been an exce ss of sterilizati on . 

llow, wlla t I am pr oposi ng to do today, because there 
i s this big shi pment of J npLnese gola whi ch is 
coming - 4J million dollars on the water - i s to t&ke 
tnis coney wttlch i s in t he Federal Reserve of New 
York in this special account, and from now on any 
gold .. tlich comes in - use this 75 million dollt rs, 
plus 811,)' other gold .'le m11y sell in London - I t hirut, 
Ebout NhLt , 35 mi lli on left? - • • •• 

(Nods yes) 

•••• to p~y for any addi tional ac~uisitions of gold, 
and t hat will wash up wlwt we have done in the l a st 
t en days i n toe way of excess sterili~ation . And 
t o me , i t seems to simple t hat I'm Just duafounded 
tha t nobody but Bell and I t hougnt &bout it. 

uon•t push that t oo far, or we•re liabl e t o criticize 
lt. 

No H, I threw tha t a t Bell there, and I ;.ssume tha t 
Ar chie - I asked him to see &lr . Taylor t hi s morning 
the minute be came in, ar~ I &sked if he could to give 
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me 1m answer tha t 1t ' s 0 . K. Let me put it this 
way . Who doesn ' t think it ' s sound practice? 

Wh&t was toe purpose of not doing it immediately? 
W~:.s there aey purpose? 

93 

llobody could think 1 t through. Nobody could think 
what we should do with it. That was the answer . 
\Ve 1 ve all been talking end talking - I mean o lot 
of r easons given; thought we ' d a ccumulate u hundred 
million, then maybe we could use i t around the first 
of Oecember - different t houghts - but nobody could 
think clearly wha t was the logical thing to do until 
Bell and I thought of it. 

Well ..... 

No, thLt - th&t 1 s a n honest answer . I mean every­
body ' s had ideas; r• ve hod - everybody - we couldn't 
tirinl< wna t was the logical thing to do . 

Go ahead, Harry, don 't burst n blood vessel . 

I con ' t answer t h10t without SIIYing something too 
meun. 

If you make a cr~c~, I ' ll choke you. 

uiscretion, I tal~, befits me righ~ now. 

hll right. I tnought you ' d say you were too 
pol1 te. ..ell, any .v&y, ever ybody b.appy with the t? 

Opper ruises t he point of wnere a nd how it would 
show up . 

It won 1 t. 

Your idea being tha t if it shows •.•• 

You meen sho·Ning up from u publicity st&ndpoint? 

Won 't show up a s a dest erilizs tion. 

It will not show up a s a desterilizati on. 

But your import f i gures will not check . 
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Commerce Department import f i gures will not check 
wi t h the sterilized gold acquisitions on the sheet, 
but tha t ' s happened before and a year ego in 1936 
we did the same thing . 

There wi ll be litt le a rticles - "Why don' t they 
cneck?" - but tney won ' t know. 

A ye&r hCO they di dn 't find out . 

t he Secretary ' s ready for t ha t too . 

1/e •11 r efer t hem to G ener s l Counsel • s office f or an 
ex plene tion . 

You can see Clar ence h~d li vacution, the way he t~kes 
it . 

Yes, I ned f orgott en ho~ good these things were. 

l'lhu t ot.ner thing? 

Check . 

All right . 

lio .t , :.ou!d you (Taylor) mlnd , when you g et through 
this Commodity Credit t hi ng , ca lling up Uar r i ncr end 
tel ling him about it? 

(Ileus 0 . 1{. ) 
Nllich is to 
I ' ve cul lea 

I have a s uggestion as t o now t o do 
call up Guraner end t hen tell .bcclos 
up Gardner . 

that, 
tnat 

Well, I ' ll leave t h11 t to you, and you (Ri efler) as an 
ex-r ederal Reserver. What? hnd t nen t he publicity 
t o be nr ndled by Elliot Thurs t on . 

( Luughs) lha t • s r ight . 

llo doubt about t hat . 

And well-h&ndled. 

11ell now, wait just a second . Now, can I for get 
u bout it? Dan? 
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It •s all decided? 

Yes . 1fuen did that Jap gold come in? 

Six mill ion of it came in yesterday. 
. 

That'will be included? 

Yes, sir . 

Hel d 1 t up. 

Per don me? 

It will b e paio f or t oday , but I'll hol d up the 
entr ies . 

You might take Gaston LSide a~d explain this thing 
t o him, and now he shoulon •t explain it . 

Oh, I' ll ~eak t o him . Re wo n' t bave to worry. They 
won't catch on to t h!l t . They won't ca t ch on to thnt. 
~ven the Federal Reserve Bovr d didn't catch the one 
we did in 1936 until three months l ater, so I •m not 
worrying about it . 

All right. Are you (White) perfectly happy? 

..,ui te . 

Even thougn it was Bell ' s and my i dea . 

All right? 

Di on 't say Lnytning . 

No, I' ll save i t for a better occasion. 

All right, Harry. 

You (Ri efler) ar e perfectly happy? 

Yes. 

.hll r i ght . 
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Henry? 

Yes . 

Oct ober 22 , 19)7 
10 : 02 a . m. 

I saw the President this morning on Treasury matters, 
and I s&ia taat Bell was reaay ~o repor t on cor n . 

Oo-1\uh . 

And I hod a grea t battle, but I final ly succeeded in 
getting an appointment at 11:4 5; but tha t I f elt 
tha t, we being r eady, the sooner we got t hat off the 
easier it would be for you . 

Yes . 

So the President finally geve us 11: 45, and I imagine 
in a lit~le while you ' ll hecr fro::~ Mcintyre, but I 
want to tel l you . 

Oh yes • 

Now, do you care to see Bell and me before that? 

How ' s tha t? Why, i s it - of course I'd be most 
happy- is it, do you think •••• 

llello . 

Do you tninA it' s essent ial? 

tlo, if you- we ' re all right nere . 

Un-huh . I mean you - you 've f ound a way t o handle it, 
have you? 

Yes . Have you seen yow· people? 

No, I really naven •t. 

.tell, I walkea do11'll with bell , so I - I 1m r eady, see? 

Oh-huh. .~ell, I ' 11 get in - I 111 

The only thing which I'm going t o throw in, new, see •.•• 

Yes . 
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..• is th.ut I 'm going to suggest t ha t we t ake 15 
million out of the 440 a nd set it up as a reserve 
with. Commodity Credit against the corn loans , see? 
Now, that ' s the only thing that your people don't 
know about. 

Uh-huh. 

But I - I'm going to make that suggestion instead 
of any - any kind of a t llx, you s ee? 

Uh-huh . Tha t ' s all right on the corn end . On the 
cotton ond I 

~"I ell , on the cotton end 

I wouldn't cneck on the cotton end • 

;;;ell, on tne cott on end, wlu t Dan and I nave ae~reed 

87 

on is t his , that we 're going to recommend as part of -
t o you - to the President and you, as part of the 
per manent legisla tion, that we set Commodi ty Cr edit 
up a s a separate identity . 

Un-huh. 

Tnat \le ask Congress to ~> ppropriate out of the ' 38- 139 
budget 3uff icient money to ~eke up whatever t he impair­
ment is in t he capital out of our General Fund . 

Yes . And ••.. 

AndES f ar as this year , you see .. .• 

That ' s as f a r as t bis year is concerned. 

llo , tha t ' s - no, that ' s for ' 38-' 39 . 

Uh- huh. 

' 38- 1 39 . 

The 1 )9 budget, yes . 

Yes . And in order t o make t his thing t aste a little 
~weeter a nd try to justify this corn l oan when it 
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was not on the President ' s agenda , see •••• 

Uh-huh. 

... I f i gured on setti ng up a ten cent reserve 
against l5J million bushels; •••• 

Uh-huh . 

.•• tha t it would in some w1y give the President 
something to s tand on, you see? 

Uh- nun . 

oecl'use ne • s going to be cri\.iciz.ed quite severely 
on this. I mean on tne fintncial end . 

Un-hull . 

See? 

Ah - r suppose perhaps I 1 d better brin~ either Tolley 
ur Tapp ulong, hadn 't I? 

. .'ell , t nat' s up to you. 

~ou • re golnb to bring Bell, ~re you? 

Oh yes, it ' s Bell's r eport • 

Yes . >~ell, i t' s - it •s - 1f it ' s Tolley or Tapp ­
if it ' s Tolley or Tapp wno•s been wor king on it •!lith 
Sell, I suspect I •a better bring one or the other, 
hadn ' t I? 

Bell ' s sitting her e . I - Tjjpp, he says . 

tih-huh . 

Yes . 1/ow, this is strictly between ;rou and ce. 
I suggested to the President t hct Jesse Jones should 
be there if ne 1 s in town. 

Yes, I would think so . 

But the !'resident said , "Empha tically no ." 
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No? 

Ub-buh . 

I see . All r ight, 

~o - 1 don 1 t ~o~ wby . 

I see . 

But I made tbat sugges tion. 

Yes . 

So - I don 't l<IlOW why - be said, "Empha tica-lly 

Yes . All right . 

of ell, then we 1 11 meet you •.•• 

I 1 l l wait- 1 1 11 wait word from Uac, I suppose . 

Yes, well 1 1m following 1t up here and - t hrough my 
secretary, and - but tne appointment was 11 : 45 . 

Yes . hll r ight, th:~nks • 

!' ll - I ' ll oeet - ~;ell , if - if you• ve got e n.ything, 
call me bacK a fter you t a lk t o Tapp, because I ti r atner -
l 1 d like to go over there, i f Ke coula •••• 

I f ind - I find , by the way, this, Henry, t ha t all 
the people in AAt feel very emphatically tn~t there ' s 
a r ather serious political loss if the t hing is less 
than 50 . I - frankly I don' t feel as strongly on the 
matter's they do, but they .. • . 

Ye s 

They- t hey think t he r e ' s ..•. 

'Nell 

!hey •re r ather concerned about t ha t and don ' t think -
end don't think that- bnd i f you have t his other 
suggest ion of t he 15 million being set up out or tnose 
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funds - by the way, I would like to talk that over 
with them; there may be aspec t s t o it that I don 't 
.roo· .. nbout tha t would concern t hem seriously . 
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Well, tell the~ not t o worry so much about politics, 
a little mo r e about the buaget. 

Yes . (Laughs) All rignt. 

tl. .' . Jr : Yes . 

" : 
r! . J.Jr : 

. . 

' . .. . 
. L~ . Jr: 

n: 

,y : 

II . ..! . Jr: 

No, we 1 ve got - I've got - Onn says, ·~lill you go 
a l ong?" and I says, "l'lell , I - I - I ' m going t o try 
to make t he best of' - of' n very bad situation in 
view of whlit the President h&s j ust s&id . " 

U'a-hun . 

hnd I think if he says, 11Well , I 1m t aking 15 tail lion 
dollars out of existing hppropriations, set it up as 
a r eserve against possible losses, and tha t money to 
go int o the treasury of' Commodity Credit, n I 1tlink 
thnt t hat ' s - that ' s some kind or a sop . 

Uh-buh . 

DUt a ll this business about n one cent withholding 
of the corn .... 

On yes , that ' s impr ac t ical . 

Tha t , or talking now a pr ocessing t ax bef'ore you know 
whu L your own pr ogr11rn i s - I thi nk it puts you in an 
i mpossible position, i t puts the Treasury in an impos­
sible si tua tion. 

Oh yes , all t he - all t he way round it does . 

llow , you haven 1 t haci time t o thiru your pr ogr am 
through, ~ond to como! t ourselves a t this tillle t o a 
processing t ax when a month f'rom now you may ~~nt t o 
finLnce it some other way - I - I t hink it's - it 
'llould be a ma jor mistake, which • • . Wha t I 1 ve tried 
t o do is t o find a way, wlth the help of Bell, to do 
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this thing and not tie your hands as to wha t 
you ' re going t o do next year, see? 

I thi nk that' s r ight. 

Now , this - and .l. - I f eel tha t if we pull out 
15 million dollar s , put it in the Commodity 
Cr edit t reasury , '"'e ' 11 have somethi ng - s ome thing 
towards f inancial sanity . 

Yes . A·n r 1ght1 Henry . 

'lhank you. 
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RE COUKODITY CREDIT LOANS October 22, 1937 
10:15 a .m • 

Present: 

Ji • .II . Jr: 

Bell : 

H. li.Jr: 

&ell: 

Olipnant : 

Bell: 

. 
Mr . Mogil l 
Mr • 'l' ay lor • 
Mr . Oliphant· 
!.!r. Bell' 
Mr . Haas " 
llr . Riefler ' 
Wr . Opper J 

Mr. l:lell , the floor is yours . 

1'iant roe to r ead this memorandum? 

I didn't talk too f as t to Wallace, did I -didn ' t 
commit •••• 

I don't think so . 

I 've got some elter natives . 

Yes . Well , I ' ll r ead this first . 

"Present Commitments and Progr am . 

" (a) Cotton loans . I t is estima ted that t he 
Commodity Credit Corpora tion will make commitments 
for loans on cott on t o the extent of about 
$270 ,1)0.:>1 000 1 .vh1cn represents loans on 6,00J, OJ.:> 
bales at an aver age of $45 a bale . It is expected 
that the loans will be made ln t he first instance 
by banks at t he r ate of 4%, the banks r eceiving 
2~% for the credit extended, and t he Commodity Credit 
Corporation receiving la% for its guarantee ." 

'lhese figures should l'eally be checked by the other 
membel's of t his committee . 

"It is cont emplated t hat the l oans will all mature 
on July 311 1938, with a possible r enewal for a 
furthel' period ending not earlier than February 1, 
1939 . The agreement between the banks and the 
Commodity Credit Cor poration provides that the banks 
can pr esent their loans at a ny time t o the Commodity 
Credit Corpor ati on for pr epayment . The Cor por ation 
has estimated t hllt it might poy out in the fi scsl 
year 1938 as much as $60, 000, 000 on account of 

Regraded Unclassified



103 
-2-

pr epayment of loans . A further payment might 
have to be made a t the time of the maturity , but 
the Corporation expects t ha t t large part of t he 
m~turing lo~ns will be extended . 

"(b) Corn loans . It is estimated tbbt the Corpor a­
tion will have t o make a c ocmi tment !"or loons on 
approxi mately 150, 000, 000 bushels of corn at 45¢ or 
50¢ o bushel , a tot~l maximum commitment of ~75 ,0JO , ooo . 
lll r . Tapp advises me th< t t hi s loan program •Nil! be 
confined to those who hove aereecl to participate in 
the 1937 agricul t ur al progr am. As the heavy crop 
a r eas h&ve only about 60~. particip&tion in the 
,.gricultural program, they ~Mer e able t o materially 
r educe t he or iginal e stimate for loans . The loan 
v.ill be for a period of six montns, :.itn ~ possible 
rene,..&l of t welve months . 'Ihe reEson for tue 
tnelve-month per ioa afttr tne first maturi t y i s to 
get the second maturity ptst the next corn crop 
h11rvesting period . Commodity Credit here ugain will 
make commitments t o commercial banks to pay these 
loans a t any time before maturity . It is not con­
t empl ated, however, tha t many of th~;;m \'till be pr esented 
before t hn t time . It has been e stima ted thu t not mor e 
than ilO, OvO, OOO in c ash will have to be provided 
before J une J~ , 19J8 . 

"(c) Uiscellsneous locns . It i s estimated tha t loans 
on other coanodities ~ill acount to about $10,0JO, OOO. 
•here will be no agreement in tnese c~ses with banks, 
and tne Treesury will n~o<ve t o provioe the cash. It is 
my under stana ing tll£ t tnese loans have been, in effec t, 
guar anteed by t he Secr etcr y of Agriculture in connec­
tion with t he adminis trction of Secti on J2 of t he 
Agricultural Ad justment Act. In other words , the 
Secret a ry has agr eed to t oke the commodi t i es, on 
account of which loans have been made, from the 
Commodi ty Credit Corporation at the amount of the 
loa n end carrying charges, and t ha t he will process 
the commodi,ies end distribute them t hrough the 
Surplus ~ommocities vorporeti on for r elief purposes . 

"A stctement is at t ached showing com.:Ditmcnts conte:n­
plllted and CbSn outlays for the fisc~~ yeur 19)8 . " 

That statement shows commitments for all these of 
5J million in October , 84 million in November, 102 
million in December, 82 million i n January, 27 milli on 
in February, and 10 million in Uarch. 

Regraded Unclassified



Oliphant: 

Taylor: 

Bell: 

Taylor : 

Bell: 

Bell: 

104 

-.3-

How much comes out of Section .32, Dan? 

~es , read that part again, will you, Dan, about 
Section .32? 

Ten million. 

Well, tha t only applies to special •••• 

Mi scellaneous . 

Now, the cash r equirements are 5 million for October, 
1 .3 each for November and December, 12! million f or 
J anuary, ? ! million for February •••• 

Kieley, call the White House and ask t hem if they • re 
going to notify Kr . Wallace end ~r. Bell, or wnether 
you should, see? 

•layne, I want you to go along • 

••• 5~ in each of t he months of March, April, and May, 
and l2t million in the month of June, or o total of 
80 million dollars in c ash r equired i n the next nine 
months . 

"II . Proposed Reorganization of Commodi ty Credit 
Corpor a tion . 

"Based on present IIIBrket condi tions, t llere are 
i ndications t ha t t he capital of the Commodity Credit 
Corporati on, amounting to $100 , 000, 000 is impaired to 
the ext ent of about $?5, 000, 000 . Of this impairment 
more than $2.3 , 00U, OOO, has already been reali zed end 
practically all of the balance is a potential realiza­
tion upon the cott on that it now hol ds which was 
acquired under t he 19.34 program. If Congress does 
not appr opriate funds for this last, it will fall 
upon th~ Reconstruction Finance Cor porati on. 

"In or der that the Commodity Credit Cor por a tion may 
be set up so that it can opera te on i ts own capital 
and not affect the Budget except for losses , I 
recommend t hat legislation be secured along the 
following lines : 

"(a ) That the corporation be made a separate entity. 
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11 (b) That it be per mitted to have a capital of 
$1\lO, OOO, O()O and authority to sell its ovm obliga­
tions i n the market , guaranteed a s t o principal 
and interest by the United States Government, 
in an amount of not t o exceed $50~,000 , 000 outstand­
ing a t any one time . 

" (c) That the form of the obligations to be sold, the 
jlrocedure f or their s&le, tLrms , the amount to be 
sold u t any one time, and the gener al commitment~ 
of the Corporati on which will involve subsequen t 
finuncing in the murket, be approved by the Secr et ar y 
of tne Treasury . 

1\ ci) That each 'i) ear (before Congress ad journs ana at 
least two months prior t o the end of the fiscal year ) 
an ~p~reisal be maae of tne ~ssets of the Corpora tion 
based on J~r~et ?ri ces a t the time of sucn appraisal; 
t h; t if there is aQy imp>irment of i ts capital Congr ess 
be r e~uestea to ~ppropriate 6 0 amount equivalent to 
such i mpairment ; and t hLt the Cor por a t ion set up 
t he ~mount so b ppropri~ted in a reserve for losses . 

11 (e) '.l. hu t 11' there is u sur plus instead of tJ deficit, 
the umount of such surplus be deposi t ed in the Tr'easury 
to the credit of miscellbn~ous recei?ts . 

"(f) Tha t the appraisal r eferr ed to be made by a 
comcittee composed of representatives of t he Secr etary 
of the Tre~;sury , the Secretary of .t.griculture, the 
Cocmodity Credit Corpor~tion, Lnd the Farm Credit 
.nd:ll1n1. tr:. tion. · 

"By :.ppropri a ting e&ch ye&r the amount by which the 
Co1•por ot1on • s capital i s impotred , or depositing i ts 
sur~lu~, if any , in th~ Tr etsury to the credi t of 
miscellcneous r eceipts , the Budget will r eflect the 
true picture for tha t year so fer as the Co~odity 
Credit ~orporBtion i s concerned, and the responsibility 
for providing Federal funds with which to make grants in 
t he f oro of loans t o forme r s will be placed upon Con­
gress wnere it belongs . 

"There is an immedi!l.te problem which will have to be 
met lf there is t o be s commitment this fall for e 
corn loon; thot .i s , providing the Commodity Credit 
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Cor poration temporary assura nce that 1t wlll be 
able tog et the money when necessary t o meet s ny 
bank loans presented to i t for prepayment . This 
tempors ry commitment, it seems to oe, would have to 
come from the Reconstruction Finance Corporation, 
but the Reconstruction Fi nance-Corporat i on would be 
relieved of it as soon bS legislation has been passed 
b1 the Congress, us the Corporation could then sell 
its own obligati ons in the market to provide the 
necessary funcJ, s . Such n commitment by the Reconstruc­
tion Finance ~orporation might be construed as violat­
ing ~he r estriction l aid do~~ by the President with 
respect to the Reconstruction Finance Corporation' s 
commitments . '/lith r espect t o allocations to be made 
by the Reconstruction rin~nce Cor poration to Federal 
agencies the ?r esiae.nt said: 

' I nave also de termined thc t the liabilities 
carried upon the books of the Reconstruct ion 
F1n~nce Corporation in the n;ture of undis­
bursed allocations Lo Federal agencies should 
not be used except t o meet unavoidable require­
ments of existing law.• 

"The Commitments to tha Commoaity Credit Corporation 
or a ny other Feder<-1 agency are not listed in the 
appendix attached to t he Buage t summation . 

"I have conferred with Kr . Tepp of the Department 
of Agriculture , ~r . Ben Johnson and ~. Chase of 
the ~ommodity Creait ~orporation r egarding the above 
l egisl at ive pr ogram and t hey are in full accord 
~ithout a ttempting t o commit the heads of those 
particular organizGtions . 

"ln or der to protect the Treasury against losses 
on these commodity l oans , the Secretary of the 
Treasury and I r ecommend t hat an additional reserve 
of not less tha n $15, 000, 0JJ be set up out of the 
appropriation of $5J01 0JJ, OJO under the Soil Conser­
va~ion a nd Uome s tic 4llot~ent Act. " 

Just r eed that last pnrograph again . 

"In order to protect t he Treasury agains t losses on 
these commodity loans •••. " - s ni d "these commodity 
loons" because the first question to be r aised will 
be cotton end corn- .•••• 
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Yes . 

" the Secretary of t he Treasury a nd I r ecommend 
that a n additio na l reserve of not less t han $15,000, 000 
be set up out of the appr oprlctlo n of $5JO, OOO, OJO 
under tne Soil Conservation a r.d Jo:estic Allot~ent 
Act . • 

Alreuczy g o t 6J, so I say a n edaitional reserve . 

Now 1 rdr . Olipha n t has some s uggestions which I think 
could be worked out . 

Well .... . 

i>luY I he ve the floor? 

&ell, 611 right . 

.Vell, I •m Jus t going to s tute fraiMly th~<t I don ' t 
t hink there is ~ny Nay t o make good on the Presi dent ' s 
110r d except to make good on the President ' s wor·d . Be 
said perfectly plai nly tha t t her e will be no more 
commitments from the rLF . C. , vnd I don't think setting 
up 15 million - I ' m jus t going to s a y 'Nhat ' s on my 
mind - ma kes good on tne Presi dent• s word . .l.nd if 
i t c a n be none, ~nd since i t can be done in some 
othe r w~y , in eny e vent - no•, t he first ,uestion I 
w~ nt to ask, before I state t he plan !ha ve in mind : 
by t h e ttme the money begins to floN out on t he corn 
loa n, there will be 35 ~illion dollars under Sect ion 
32 ••••• 

How much? 

35 million dolla r s under Secti<)n )2 . And as we 
re~d tne sta tute , th~t can be used t o finance t his 
co rn l oan, a nd why shouldn ' t it bd used? .. e wan t 
t o repea l tae s tatut e anyway . 

I don • t get your statea~ent o f 35 m.illion . \':here do 
you get thst? 

~omebody in~ office got from your shop th~ t there 
NUS an unobliga t ed biibnce under Section J2 oi' JO 
million .. s of yesterday , and by tae time the money 
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begins to f low out, which will be November 15, it 
would be a conservative esti mate t ha t there would 
be 35 million . 

Uust be talking about 1937 money . 

.. ell, I can't check on t hat s i de , but I just rllise 
tne question . 

1 J7 money has really l apsed. 

I don ' t know. 

7iell, Herma n and I are thinking about exactly the 
same thing, ths t ins tead of setting up a reserve 
out of the other thing, you ought t o take Section 32, 
wnich w~s put in there and has the possibi lity of 
gua r anteeing - 1n other ~ords, t hey've guar anteed 
ten of these special taings, you see . All right, 
use everything tnat•s left in Secti on 32 to guar antee 
agains t t ne loss on t he corn loan. 

I see what you me<~n, und I t hink I see whet·e you ge t 
your fig ures . Ther e ' s ubout 122 million dollars 
appropriated i n 1938; I 1 ve got 90 million of it in 
resel'vo; there 1 s still J2 tuillion tha t 1 s free . If 
tn"t's tne • ••• 

Yay I go on fr~ there? 

Yes. 

Before you go on, i s this feasible or isn ' t it? 

I h·uve 90 million dollars of that 122 million dollars 
in r eserve . Now, I' m goiOB to lose, I know, 65 mil l ion 
for t his benefit payment . ~o tha t leaves ln r ound 
f i gur es 6J million dollars of f ree money in - well , 
practically free money - in Section J2 . Now, if you ' re 
going to freeze all of that for this purpose, t hat 
leaves ·,v&llace nothing for his convel'sion or diversion 
program. 

uot ten that's alresdy e ormorked for that . 

-"lready got ten? 
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hat's just Commodity Credit. Be ' s got, as I 
recall, a program of about 25 million dollars 
approved by the Presi dent under 32 . 

109 

I think Herman and I are both talking about the 
same thing. Whatever there is free, instead of 
setting up a special reserve, whi ch I think you'll 
find difficulty in doing, why, nip on to the Section 
32 stuff and guarantee Commodity Credit against loss 
to t he extent t hat ] OU have Section 32 funds loose. 

That's a better suggestion than mine . What? It's 
a better one than mine . 

And they can do that without tha t washing through 
R. F.C., so you leave Jesse Jones entirely out of 
tha t item and maintain the Pr esident ' s word . 

But I still - Dan, could you get somebody to tell 
us just how many dollars there are available, not 
earmar~ed , out of Section 32 to go into this? 

Why, I can get it in to you in a few minutes after 
I leave her e . 

They have already established the principle of 
guaranteeing Collllllodity Credit agai nst loss on ten 
out of Section 32 funds; all right, let ' s get the 
rest of Section 32 and stick it right there. 

Wh~t does that do to the budget? 

uoesn't do a damn thing t o the budget . 

Sure? 

(Nods yesJ 

Wai t a minute , b ecause Dan a~ways looks six months 
ahead and figures ha could save these things and 
use them, so bow much has he figured he could save 
on Section 32? 

Well , I figured I c ould save up to 90 million until 
that cotton resolution Rent through, a nd then I lost 
65 million of tha t 90 . So I ' ve still got 90 million 
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in r eserve , and I 1ve only got in the budget for 
1938, a s I r ecall, JO million dollars of expendi­
tures out of the 32 money, and 65 million which I'll 
h&ve to r elease for obligati on will not be spent 
until Lbout July or Augus t of next year, so it comes 
in the 19)9 ~udget . 

You•l t need a little time t o t hink this over , won't 
you? 

i'lell, I question whether you can use it - I mean 
Just offhand - as ~ guarantee, because in order to 
guarantee i t Wall&ce hus to use the money ns outlined 
under Section )2, which is a diversion or export 
proposition. 

flo , no . 

•Or other-..1se · " 

"Or otherwise.• That thing - you can drive 98 
carri:-ges through it. 

We •ve done i t . 

Gotng to make a loan on dates ; my golly, corn is us 
good ~>S dates . 

It isn ' t s loan, ~r . Secretary. Coomod1ty Credit 
has agreed to mske, and he 's agreed t o aake, the 
loans for relief purposes . That's wh~t he calls a 
diversi on pro&r am . Now, if he wants to diver t 
150, 000,000 bushels of corn to relief purposes ...• 

'l'hey con do anything they wont to under Section 32, 
and they 've done it t ime a nd time again, including 
guaranteeing other corporati ons of t he Government 
against loss . 

And you' re suggesting that they guarantee - wha tever 
is a vo. ilable be ta~en as a guarantee against the loan 
of ~o~odity Credit, and the banks would t hen loan 
~oney on that gU&rantee . 

That ' s right . 
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And that is wha t you (Oliphant) a re sugges ting, 

That is tne pr eliminary sugges t ion. Now, '~Whatever 

tha t is, grab that first, and leave Jesse Jones 

out of it . 

One of tne things - one other point, can I mLke, 

while we 're t alking her e? One thing that we• ve 

been trying to do is get tha t Section 32 .1here 1t 

won ' t be particularly effective, so that t hey are 

not going to be able t o do the things tha t they 

have been doing. Isn't that correct? 

That ' s right. 

fiell, this i s tne way t o do it . 

'•hat ' s NtL'llber One . 

Now, befo r e I mention the main one that .e have in 

mind, L• d like to discuss just a minute the amount 

oi' money tnu t is re<, ILirea to prov!.de this cushion, 

to muke this loa n sweet enough for the country banks . 

I n t ven't yet got from e ny discussions how much money 

tht· t ts in the :~ay of a cushion . I want to say to 

you - I .vas t a l.ting to Wells on cnother matter - we 

::ere discussing tnis general proble;u, and I t hink his 

knowledge a nd intuitive judgment on these things is 

one o t· the best of t ny man in town - and he says that 

the problem of how much money you have to provide is 

lar~ely ~ problem of tha t interest r ate; s ays they 

ht<ve been sht. ving it by a hE.lf percent too close for 

the country banks . But I Just tnrol'l that t o one s i d e . 

I menn I t nro.1 t het out :.s possibly one phase of 

the t nin5 tha t ought t o be looked into if you ' re going 

to telA about the amount of money you have to find 

without trenching on the President's word . 

Now, the muin idea , suggested to me by Opper - or -

I don 1 t know - •••• 

It was a Joint suggestion • 

••• is t n1s: that if you h~d a free hand with legisla­

t i on right now, could write your own legislation, 

you might very Nell take s ome or the capital or the 

Central Bank f o r Cooper Ltives o r ~~e Regi onal Banks 

for Cooperatives, for ~~is purpose, on the ground tha t 
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they have an excess . NoVI , we worked out a way 
1mere 1;na t can be done now without any legislation. 
~ha t is, the Commodity Cr edit Corporation, i f they 
have t o take these formers • not es, can di s count t hose 
farmers ' notes with the Federal Intermediate Credit 
Bank, and that banK can endorse them, without recourse, 
ei ther to the Central Bank for Cooperatives or to t he 
Re5ionsl Banks for Coopera tives . So tha t by that 
metnod you can m~ke immediately ava ilfoble, without 
any legislation, as much unnecessLry surplus a s they 

have ln el ther of the Central Bank for Coopertitives 
or the Regional BanKs for Cooper atives . And that , 
a gain, I think, is ln line with Nbt t you l a ter do 
ln t erms of your legisl~tion . Thtt plan will provide 
all the money you neo<.l ~:.nd leaves Jesse Jones entirely 
out of it . 

Well, I went t o say tnis . If there i s 25 million 
dollars or 30 million dollars avai l able i n Section 
J2, I' d take tha t and I wouldn ' t jump in on this 
other tning unti l we ' r e reedy - hnve more time, 
because we ' re doing the kind of a job !hate t o do -
got a pistol to your head , fightiQ6 for t i me . 

I ' m sorry I wa sn 1 t ready wuen we t.,ook a walk yes­
terday . 

Hell, tha t ' s all right. I mean what I 1 m trying to 
say i s , this tning of tapping hill Uyers - I wont 
to t hink about it . What Taylor lteeps t oLdng about 
ls , .men .. e set up this Commodity Credit, let • s 
set it up as Nell as we set up Farm Credit, so it 
will be good fo r four~ five years . Now, I don' t 
know, when we set up t;ommodity Credit, whether v1e 

want t hem to discount tneir paper thr ough Intermediate 
vr edit or not . I mean what does that do t o Intermediate 
Creait p~per in New York market? l hey ' ve got a beauti­

ful si tua tion now . 

tlothlng , because it i s without r ecourse - no l1ub1lity . 

I know, but I ' d much r a ther do without 1 t. We can 1 t 
go over ther e and say to those fellows what ,,e ca? 
say to the President of the United Sta tes about tnis 
other thing, wnich i s entirely within our control -
r ecommend t ho transfer of Section 32 money . He can 
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say "Yes" or •No . " But t his other t hing- we've 
got to s i t down with Bill Myer s , and Bill Myer s 
has got a Board of Directors and t hat stuff . I 
mean you Just can' t shoot- we can' t commit Bill 
Wyers to a t hing like this without consulti ng him. 
I mean it Just couldn ' t be done . I mean he's ' ot 
a Board of Uirectors in each community, and it s a 
cooperative. I mean I - i t wouldn' t be r ight . I 
mean if I was Bill Myers I just would ob ject mos t 
strenuously . I wonder if it isn ' t sufficient to 
use the Section 32 money . 

If there is enough of it . 

Of course, you're - plus .the R.F. C. , using that. 

Wait a a1nute . Hercu;n has &ot a 1:13gn1ficent i dea, 
and - to leave the rl . F . C. out of this t h ing. 

Don 't t hink you can . 

Now , 1vait a minute, Vlayne . Now, please, will you 
on this - on t his thing - I mean I ' m asking you to 
go to the President beoause 'you•re working on this 
with me; I mean let ' s differ here and not over there . 
J.nd I t. ell you why . In the first place , this thing 
thot the President ' s word, as I sai d before, is of 
tremendous importance. Walking down w1 th Bell, I 
was willing to bend ~ conscience on this thi ng for 
him because I knew he 'd hove t o do i t, and ! wanted 
to do it in as decent a manner as possible. Now, 
1r we break t his t hing with t he R. F. C. , then you 
come 'Rith your part commitment t hat the R. F. C. has 
a bank i n New J ersey , and something else in Texas, 
and something else in Georgie, end something else, 
end the tiling is broken ond we're sunk . 

Now, I went t o tell you, Wayne, r ight now, the 
conditions as tney ere . If the Presi dent breaks 
nis word three days after he ' s given it, I don't 
went to be responsible for the reaction. And 
we have thro-~ ell the brain power of the Treasury 
into the thing end if &e can l eave the R. F.y. out 
of it- tha t' s maybe why the Presi dent didn t want 
J esse there; I suggested it, but he didn' t went Jesse 
there . I mean I ' 11 rtght wi tb you .from now until 
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11:45, but when I go over there - I mean if you 

can't convince - I mean if I can't convince you 

by then or you can 't convince me, I don't want 

a t that time for you to - but you see what I mean. 

Oh y es . 

.. e know the R. F. C. had - we KnOW that the R.F. C. 

had t wo or three wee~s • • •• Listen, if I went t o 

you and sai d , "You1 r e the head of R. F. C. I want 

you to put down on paper every commitment or pos­

s ible commitment you' ve got, and you•ve got t hree 

weeks t o do it ." And I 1d tell you &t t he same time -

you say, "Well, why do you want i t , Henry?" "I want 

it because I 1m going to r ecommend to the Presi dent to 

make i t public . " And 1 1m gl ad to know that Bartelt 

told Bell l ast night the same thing, and Bartelt must 

ha ve gotten it from Mulligan, see; so tha t they knew 

that tna t list thc t they gave me was going to be made 

public. 

Now, it ' s - I can 't over-emphasize tne importance of 

trying to hold up the President ' s hand on this thing, 

and if three aays after he makes that statement, be 

comes out publicly wi th another R. F.C. guarantee -

I t hink it 's terrible . Now, have I at ell convi nced 

you? 

Well , you• ve got the relationship be t ween the Commod­

ity Credit and the R. f . C. , and that I don ' t thi~k we 

can i gnore . That ' s the point that I' m making . And 

tney •ve got on open- end coomitment which is in the 

form of a press r elease, ~bsolutely having to do 

with toe cotton loan . 

But not cor n . 

Tha t •::as before tne summation . 

lhet said nothing about corn. 

But i t ' s an indeterminate amount . But it is on 

cotton . 

All true . ~na the r eason I was willing to go along 

with Bell wa s because we 1 ve got in this st atement 
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which went out Tuesday a hundred million dollars 
for Commodity Credit , and figuring the most tha t 
we could get hurt on cotton and corn and dates 
and everything else was SO million, see? So, 
mixing our commodities, we were still within tho 
hundred million which is in tha t budget summation. 
But it isn 't corn. 

But I still sny tru.t if we can do this t hing without 
bringing R. F. C. in a t &11, then I say our f irst 
victory is there, and then every successive victory -
every Senator, every Congressman .mo has soae t hing 
t:1a t Jesse Jones told nit~~ €obout six months or e 
year ago - well, it's just too bad . And this is 
pretty much the tes t of whether the President meant 
wha t be said, and t tu.s wnole thing all gets back to , 
Does tne Pr esi den t Mean what he says? 

!low, i f we can do it - I ' d put it 1n this order as 
far as I•m concerned : Sec tion J2 first; Farm Credit 
second ; as a fint•l resort, a guarantee by J esse 
Jones . 

Section J2 f irs t . 

First . 

I think you have to eliminate for the r easons tha t 
you have a entioned the Farm Credit and the bank 
co- ops . I think that would be extremely difficult 
to do ~ t t his tillle ; ths t you' d ge t into the whole 
coopera tive situation, a nd so on, and ths t you 
wouldn ' t be able to do it in the time it wss neces­
sary to do it; &nd you c an't hlgh- pressure that 
particula r thing . 

On the place of J esse ana t he R. F. C. in t his pic­
ture, you have Commodi ty Credit 's Boar d of Directors 
largely composed of rl . F . C. people • 

.knd so wnat? 

l.nd t o attempt to elimina t e the R . ~" .. !Oflkfrom this 
transac tion nt any stage - I don •~u c~n do it . 

"1/ell, all I'm t nlkint about i s , I don ' t .I'Snt t hem t o -
I'd liKe t o borrow 75 million dollsrs on corn -as a 
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matter or r~ct, only t alking about ten million 
casn, isn1 t it? 

Ten million cash for t his year , yes . 

Ten million C~<Stl for this year f or cor n . And t h&t ' s 
E.ll. Now, what I want t o keep them - I 1 d like to be 
tble t o ~ut the corn loon ~cross end have the banks 
take it without h~vlne to get tne R.F .C. to write a 
letter to Commodity Credit, and tha t ' s the point that 
you raise . 

:.ell , me.y I m~s.re t ... o statements, and t oen I ' m 
tttrough. • 
I thi~ that it is perfectly possible t o do"~ 
but you ru.ve to have J esse and tne R. F. C. people 
in on ~ 11 those stages . 

Yes , but you don ' t hc ve to have them write snother 
letter . 

I don' t think you ho ve to write a nother letter . 

He ought to be here right novt . 

'lha t ' s right . 

rle oug11t to be here r lght no••. But I don 1 t want him 
t o .rite another letter and say, "Sere ' s t~c list ~nd 
!lere ' s hPI't:n<liX ,,, corn loan, dated October 22 . " 

All right, 1f you use Section 32 you can get nway 
from toa t . 

. :e• re tog.:tiler , 11ren' t ~te? As to macoiner y, or 
course Commodity Cr cait, as it is set up , is en in­
tegral part or R. F. C. - cs to machinery. Butt oon

1
t 

Nant any letters , additiona l commitment s . Are Ne 
t ogether on that? 

lio disagreement . 

~nd again I suy , ~s I said to Dan, thbt I've Meted 
.vito !Jr . J ones c;s t gentleman . I sa i d tnnt Jesse 
sno~a be there at 11: 45; I sa iu he should be 
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notified on Monday; I've done ever y thing humanly 

possible , see? But I ' m not- I •m just Secr etory 
of t he Trea sury. 

Two simple statements, and then I ' m through. I 

want t o go on r ecord t ha t I am opposed to Number 

Three under ~ny circumstances; th£,t setting up the 

15 million dollars is not keeping t he President' s 
word ~nc there is no way you can r ead tnis language 

that ne used, whicn is perfectly plain, that makes 

,it keep his Nord . I mean your Item !lumber Three . 

lbere should under no circumstances be vny co~it­

ment f r om J esse J ones . 

Now, the second thing I'd li~e to sny i s that if 
you take wnat you can get out of Section J2 , tne 

remt.ining ~mount r e4uired is so smell tha t it isn't 

a ..,uestion of hurrying in oroer to ad just it through 

this - l e t me s t ate th~t again: if you take whet you 

can get out oi' Sect t on J2, tht~ cdditional amount 

re~uired, if you set your interest rate right, is 
so small tht.t ther e is plenty of time to work it 

out throueh the device I have suggested, which is 

perfectly plain ana legitimate . And t nere is no 

necessity for aski ng J esse Jones to make a commit­

ment , because it ' s a trifling amount; the Central 
Bor~ for Co- ops alone can take care of i t; don 't 

have to get in the Regional Banks for Co-ops at all ; 

everybody involved is here in t01m . That 1 s all. 

;;ell no..:, 1sn1 t the next move to find out how much 

a ctua lly there is in there? 

Yes , that's the next muve . But I don ' t think that 

you can put across this loan in the market wi t hout 

a full guarantee . I don ' t think you can guarantee 

Juit the cushion necessary . I don ' t think the banks 

will take this loan on corn or on cotton unless they 

a r e pretty sure tht>t they can get tneir money out 

or tneir loan Lt any time they want it . I mean, in 

other words , it ' s got t o be guarant eed . 

unconditionally . 

I don't think your cushion you talk l bout is a ny 

cusnion except the full amount or the loan. 
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,/ell then, doe sn't the Secr etary of Agriculture 
guar antee it, and hv sets up wha t i s &va ilt.ble 
under bect1on 32 as his es t i ma te of the amo unt 
necessary t o make tha t good ; he gives it his un­
conditional . guarantee . 

Yes , but I don ' t t hink ther e is that much money 
in Section )2 . 

i•ell, whatever t nere i s in t here he can g uar antee, 
can't he? 

You s ay he can; I don ' t know . 

. <ell , he ' s done it . 

.~ell , I 1m agreetbl e t o that and I' d r ather do it 
t~t way if that con be done . 

.. ell, you need ll li ttle time, don't you, upstairs? 

,/ell, I have t near ing t oo, ;, t 11 o• clock - people 
from out of t own. 

::ell , I reblly think .:e ou~;ht t o clear this t hing . 

Yes . 

,:bat , Dan? 

Yes, I ' ll do it . 

Hr.ve ~ou got ofhE. t you gt.ve -did you give the 
suggest ions f or my t~~ 

Yes , I turned t hem over t o Seltzer. 

\'/ell t hen, ·Ae could work on that whi l e you' re working 
on this. Is t hat r ight? 

Yes . I' ll ha ve to be excused on tha t . 

Yes, but tne minute t ha t you have somethlng will you 
come d01m to me? 

Yes, sir. 
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I mean I'll jus t s top doing wha t I•m doing when you 
know what your answer is. 

Oh, I think that• s 11. good pll!n if we can get enough 
money; that' s what ' s worrying me . 

Well , nb.y don• t you go up and find out and come back? 

Unless it's all clear, I think we're making a mistake 
to s ee the President at 11:45 · 

o'le ought to have this afternoon on this problem. 

Listen, Herm£.n, I spoke t o you over ten d ays ago 
about this thing. 

That ' s right . 

Over ten days . 

"ell, I •ll see what 'I'IC can work out in the next 
half hour . 

Now, you (Oliphant) can go to your 
I'm going to work on t his speech . 
being here . I •m right , a r en't I? 
you've been fussing away . 

office. I mean 
No sense of your 
Fully ten days 

And the problem didn't focus itself until Wallace 
sat there and told us about it . 

::en , if you don • t - 1 f we don • t do anything else, 
~e can tell the President the way we see it . 

knd the money doesn' t move until the 15tn of next 
mont h; it doe sn't move out at all . · 

Vay I get a copy of your speech and come right back? 

Yes , we ca n do tha t. Opper, 
(Oliphant, Bell, Magill , / bnd Haas leave) 

Well, I don't :<now, I t hink it ' s Just es well to 
see the President today, because we1r e so far apart 
with him (Wallace) ; he wants t o do it through a 
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processing tax !Jnd o.ll that . We ' ll say, "Now, 
Mr . President, a s far as we•ve gone, we suggest 
financing it in the following a l ter native manners , 
r ather than the way you huve suggested ." Then he 
says , "I don ' t want to do it through those means ." 
So we c an say, "This is as far as we ' ve gotten." 
J..nd Henry Wallace wouldn't commit himself either . 

I think what you (Taylor) might do - you might go 
in £nd call up Henry bod tell him that we have changed 
here and we ' r e thinking more of Sect i on 32 money than 
we are of the 15 mill ion, see? 

(t!ods yes) 

••hy not tell him jus t the way the conference went 
end how we feel? 

Yes , I•ll tell him tha t . 

See? 

hnd I just can' t over-emphasize how s erious I think 
it is to ignore Jesse a t this s t age . 
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COIIllODM'Y @'Pl'f COllPOWIOI 

11 Pre ••nt Couit11onta !Jld Proq p . 

(a) Co t ton loane. 

It ie eett.ated that the Coaao.dlty Credit Corporation 

will llake ca.aita.nh tor loane on cotton to tbe extent of 

about $270,000,000, which repreoenh loane on 6,000,000 balea 

e.t an anrace ot $45 a be.le . It 1a expected t bet the loana will 

be made in the !irat inatence by banka at the rate of lo~, tha 

bank a recei Till& ~ tor the credl t extended, and the Collaodi ty 

Credit Corporation receirln& l~ tor ita cuarantee. 

I t 1a contemplated that the loana Till all uture on 

July 31, 1938, wi th a poeeible renewe.l tor a further period endlnc 

not earli e: than f ebruary l, 1939. The agreement between tbe banke 

and the Co1111odlty Credit Corporation prorldea t hat the banke can 

preaent their loana at &nT tt.e to the Comcodit7 Credit Corporation 

tor prepapent, The Corporation hae eataated that it •i&bt ~ 

out in the !lace.l year 1938 ae auch &a $60,000,000 on account of 

prep&y~Dent o! loane. I. further papent •i&ht ha<re to be •&de at 

the U.ae ot tbe -tur1t7, but the Corporation expect& thet a l&rp 

part of t he uturing loana will be ext ended. 

(b) Corn l oane. 

I\ h eetaated that the Corporation will haft to ub 

a ca..i - nt tor loane on ~proxaatel7 150,000 ,000 buahele of 
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cor n at 45; or ro; a bulhel, a total uxs..ua com~~i taent ot 

$76 ,000, 000, Wr. Tapp adrleu •• thAt thh loan progru rill 

be colltined to thoee who ban aueed to participate 111 the 1937 

agricultural prograa. J.e the beayY crop areaa ban onl.T about 

6~ participation in the agricultural prograa, thaT were able 

to materially reduce t he original eatimate tor loana , The loan 

• 
will be tor a period or a~tiia, wi th a poaaible renewal of 

t welwe •ontha, The r eaaon tor the twelwe-aonth period after 

the firat maturitT 1a to get the aecond aaturitT paat the nex t 

corn crop harveeting period. CommoditT Credit here again rill 

make commitment• to commer cial banka to p8¥ theae loans at &117 

time before maturi t1. It 1a not conte::>pla ted , howewer, thAt »&117 

ot t hem will be preaented before that time. It baa been uti .. ted 

that not more than $10, 000,000 in c&lh will han t o be prorlded 

before Juno 30, 1938. 

(c) W1acellaneoue loana. 

I t 11 eeti•ated t hat loana on other commod1tiea will 

amount to about $10,000,000. There will be no agreement 1n theee 

caeee w1 t h banke, and the Trea1ur1 rill hawe to prorlde the calh. 

It 11 81 under atanding that theae loane hawe been, in effect, 

guaranteed bT the Secretary of J.griculture i n connection with 

the ada1nhtration of Section 32 of the ~!cultural J.d.juetaent 

J.ct, In other worde, the Secretary baa aueed to take the coa-
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moditiea, on aeeount of which loana haTe been ll&de, hoe the 

Commodity Credit Corporation at the Mount of the loan and 

carrying cbugeo, and that he 11111 proee .. the c..-od1t1u and 

d1otribute t hao thro~ the Surplua Comood1t1ea Corporation !or 

relief purpoaaa. 

ll3 

A statement io attached abo111ng commit.anta contemplated 

and caab outla¥• for the fiscal. year 1938. 

11. Propoaed ReOrcpnisation of ComDOdity Credit Corporation. 

l!aoed on preaent ...,.ket cond1 tiona, there are 1nd1cat1ona 

t hat ~ capital of the Commodity Credit Corporation , amounting to 

$100,000,000, ia iapaired to the extent of about $75,000, 000. Of 

thia impairment more than $23,000,000 baa already been realised 

aed practically all of t be balance 1o a potential realisation upon 

the cotton that it now bolda which wao acquired under the 19M 

program. If Congreoo doeo not a ppropriate t\mdo for tbio laot, it 

11111 fall upon tha Reeonotruction Finance Corporation. 

In order that the Coomod1 ty Cred1 t Corporation aq be oat 

up ao that it can operate on ita o"" capital and not affect the 

Budget except !or loaoea, I recommend t hat legiolation be aeeured 

alone the following lineo: 

(a) That the Corporation be made a oeparate entity: 

(b) That it be permitted to ban a capital of $100,000,000 

and authority to aell ito own obliptiona in t he aarket, cuarantee4 
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aa to pr1uc1p&l and bter .. t b7 the 1Jil1 ted Stat .. Gonr,..ut, 

in an eaount of not to exceed $1500, 000,000 ouhtandi11f; at &n:l 

one tl.Ju; 

(c) '!'bat the for11 of the obliptiona to be aold, the 

~. 
procedure for their aale, the uount to be aold at an:t one ti•e, 

~ 

end the cener&l eo--itmenta of the Corporation which will inTolTe 

~baequent fin&ncinc in the aarket, be epproTed b7 the Seeret&rT 

(d) 'rhat each 7ear (before Cc11f;re•• a4.journa en4 at 

leeat two month a prior to the end of the fiacal 7eer) en eppraiaal 

be n&4e of t he &lleh of the Corporation baaed on aarlcet pricea 

et t he tae of ~cb appraiaal; that if there h an:t apair-.eut 

of i h capital Co11f;rne be requeeted to appropriate an •ount 

equ1Taleut to ~cb iltp&l.Mient; and tb&t the Corporation nt up 

the &11\0UDt ao appropriated in a renrn for lot~ee; 

(e) !bat if there ie a eurplua inetea4 of a deficit , 

the Ulount of ~ch eurplue be 4epoa1 ted in the T'rea~ to the 

credit of aiacellaneoua receipta; 

(f) That the appr&iaal referred to be lla4e b7 a co•i \tee 

co11poaed of repreeentatina of the S.cret&rT of the frea~, the 

Secret&r7 of .lcrlculture, the Co..o4H7 Credit Ccrporatiou, aud 

the lara Cre41t Ada1nhtrat1on, 

:87 appropr1et1DC each 7ear the aaoun t b7 'IIIIich the Corpora-

t1on 1 1 capital ie 10tpeire4, or 4epoeiti"C ite eurplue, 1f &n:/, 1D 
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the 1'reaou.r7 to the ore41 t of • h oell-ue receipte, the 

BuAget will reflect the true picture tor that 7ear eo tar ae 

125 

the eo-od1t7 Credit Corporation h concerned, and the reoponei­

bilit:r for proTillin« federal !undo with llhich to llab crante in 

tbe fON of loano to fANero will be placed upon Conueoo where 

it belODgo, 

'l'bere 1o an ~ate probl• 11h1ch will baYe to be 

.. t it tbel'e 1o to be a cooait.ect thio tall tor a com loan; 

tbat 11, prortding tbe eo-41 t:r Credit CorporatioD t-rar:r 

aoouranee that it will be able to cet the mone7 'llhell noeeooar:r 

to meet eDT bank loano preoented to it for pre~e11t, Thio 

tempor&rf COOBitaeDt , it oee111 to ... would baYe to c011e from the 

ReeoDotruction l'inanee Corporation, but t he Reco11etruet1on Pinanee 

Corporat ion would be relieYed of it ae eoon ao legielation hal 

been paeoed by the eo..,... ...... the Corporation could than .. u 

ito own obll.eat1oco 1D the .arbt to prortde tbe neceooar:r tw>4o. 

Such a cooai-nt b:r the lleconotruction l'inanee Corporation • lpt 

be conotrued ae rtola tiDC the reotr1ct1on laid doWII b:r the Preeident 

with reopeet t o the R8eoutruct1on l'inanee Corporation'• eo .. 1 taento. 

With reopoct t o allocation• to be aade by the Reconotruction Jiii&DOe 

Corporation t o J'ederal -cencieo t he Preeident oaidt 

Regraded Unclassified



- 6 -

•I haTe aleo dat.eraiDed that the liel>Uiu .. 
ce.rried upon the book• o! the l!ecolletrucUon 
liDADce Corporatioll 1D the natura o! Ull41el>ur•d 
allocatio.,. to :F'ec!aral ~nei .. ohould BOt l>a 
UMd e.xcept to eeet unaToidal>le requira.enh o! 
exiotin& law. • 

~e coDDitaente to the Coamodit7 Credit Corporation or &D7 other 

federal acene7 are not lieted in t he appendix attached to the 

I haTe conferred nth Ur, 'lapp o! t he Depe.rtllent o! 

Agriculture , llr, Ben Johneon and llr. ChaM o! t he Collloodit;r Credit 

Corporatioll ree&rdiDg the &bOTe lesialat1Te program &Dd the;r are 

in tull accord without atteaptlft& to coma1t the heada o! thoae 

particular orl$1lilat1ona, 

In order to protect the Treaour7 againat lotMI on the ae 

coaaodity loana, the Sec~etary of t he Treaourr and I recoaaend 

tbat an additional reMrTe o! not leu than $15,000,000 be Mt up 

out o! the appropriation of $500,000,000 w>der the SoH CoDMt"Tatioll 

and »o.eotic .lllotllent .let, 
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(ln od111ona of do1l&ra) 

llo,th eo-tt-ta Cuh Baqulr•enh 

Cotton Corn Iliac. l'otal Cotton Corn Mlac. l'otal 

October l50 - - 50 15 - - 5 

l!ovel:lbor 80 - 4 84 10 - 3 13 

Doco~ber 70 30 2 102 10 ~ 3 13 

JU!"Qar7 l50 30 2 82 10 , 5 2 12,5 

1tbl'U&Z7 10 15 2 27 15 ,5 2 ? ,5 

Uerch 10 - - 10 5 , 5 - 5,5 

April - - - - 5 , 5 - 5 ,5 

!ley - - - - 5 .5 - 15,5 

Jllno - - - - 5 ., " - 12. 5 

'l'otal 270 75 10 ""'-" 60 llo 10 80 

' 
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Cochran: 

H.!l. Jr: 

C: 

a . :.l . Jr : 

C: 

H. :t. Jr: 

Hello? 

October 22, 1937 
11 :32 a .m. 

Yes . Go aoead . Go ~heaa , Cochran. 

llr . Morgenthau? 

Yes . 

I called on Professor Rist this afternoon . 

Ye!l . 

128 

~ He hlld seen Bonnet this morning . 
~ 

l:I . UI . Jr: 

C: 

H. J . Jr: 

C: 

C: 

H.M. Jr : 

h . . Jr : 

C: 

il . ~ . Jr : 

C. : 

Yes . 

The Professor wes t old of the invitation . 

Yes . 

And Rist tola Bonnet tnat ne was ver y busy in France 
unci had some trips planned to Czecn·oslovakia a nd 
England, but he was wil Ung t o t ake the trip and 
was very flat tered at the invitati on; but he wanted 
to be sure that it ~as the desire of Bonnet and his 
friends in the Government that he should go, and 
furthermore , provided ae would be informed of t be 
views &nd plans of tnls government, so that be would 
not be presenting mer ely his own personal views to you. 

I soe . 

"o you follow? 

HelJ.o . 

Hello . 

Yes . 

You - you understand, now? 

Yes, I get it . 

And Honnet seemea entirely agreeable t o t his, and 
indica t ea that he would give Rist such views of t he 
Government and would expect Rist to report to him on 
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H. :.I .Jr: 

C: 

H. :I.Jr: 

C: 

ii . :.! , Jr: 

C: 

!! • ..! .Jr: 

C: 

H. J . Jr : 

C. : 

n. t . Jr : 

C: 

ll . :.! . Jr : 

C: 

H. :,. . Jr : 

C: 

n . U. Jr: 

1~9 

-2-

his r eturn. 

I see . 

He would like, oo•ever, first to W!Ve a more specific 
indica t ion fro~ you as to the purpose of bis visit 
and the t ~pics t o be discuss ed . 

rlight . 

And Bonnet asked Ris t t o get this informa tion to me 
and then for Rist to see hl•o again. 

Well , I won 't be a ble t o handle tbis before Monday now. 

••ell, I - I thought I'd better get the word to you 
before you left . 

That' s r ight . 

Leaving town t oday . 

I• m very gl ad you called me, a nd fortunately Hi efler 
is here now and I ' ll ha ve a chance t o t alk with him 
tonight 

Yes 

11 nd bet ween us "e ' 11 worl! out a method of giving 
nim some kind of a joint invitation, you see . 

Yes, yes . 

And t nen we can put it through t he r egular channel s 
of t he State Department on Monday . 

I sec . 

See? 

Then tbere ' a be no more preliminary •••• 

!lo . 

No. 

I - I ' l l do it formally Uond~y through the State 
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C: 

H. !J .Jr: 

C: 

a . :O . Jr: 

C: 

ri . !I . Jr: 

l!.!!. Jr : 

\! : 

H . ~ . Jr : 

C: 

ii . 'l. Jr: 

C: 

H. l . Jr: 

C: 

ll . :.I . Jr: 

C: 

H . ..I . Jr: 

-J-

Department, but I first want to have a caance t o 
talk it over wi th Riefler . 

I see . 

See? 

130 

>iell , Rist thinks thot it's - if we could get this 
tnrough, that Bonnet would be entirely ~greeable t o 
tae trip. 

Fine . 

He just wants R little more specific ••. • 

That ' s all r ight, he's entitlea to it . 

Rist will be in town Monday . He•s leaving tonight 
over the week-end also . 

Fine . 

Then there ' s one l1 ttle 4uestion about t he s ciledul e . 
He' s going down to Austria on October 27th . He would 
be back here November 7th . 

Yes . 

And I t old him I thought you would ~refer to do it as 
soon after that dDte as possible . 

Kell, I'm going to go away for~ little noliaey right 
after Tha~sgiving . 

I see. 

So I 'NOn' t be bacl< - I' 11 be leaving Wasnington around 
tne 24th or 25th of November . 

Yes . 

And will not be back for a bout t wo weeks . 

I see . 

So he 'd have to get here before t aat . 
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C: 

H .. d. Jr : 

C: 

!L ! . Jr : 

C: 

:i • • • Jr : 

-4-

\'/ell ·then , the thing for aim t o do would be t o 
leave on the lOth ; tnere • s a good ship then, t he 
~ueen Mary ; that ' d ge t him tner e the 15th . 

Tha t ' d be all right . 

131 

Because I told him 1f he waited " week it would go t 
nim tnere just the <leek of Thanksgiving , wn i ch 
wouldn ' t be any good . 

That ' s r ight. de ought to come on t he lOtn . 

On t he l.:>th . 

ihat ' s right . 

Fine . Nell , I'm not saying cnything here ..• 

li . • · Jr : No. 

\..: : 

tt. . Jr: 

.; : 

ri • ..a . Jr: 

C: 

H. L Jr : 

\.. : 

d . I • • Jr: 

n . i . Jr: 

until I get the message t hr ough t hen . 

Now, what ' s t he - got n ny f resn ne71s on movement of 
cnpit&l to France? 

This morni ng thinzs - it .-ns still coming in pr e tty 
t1ell. I hLven ' t been in touch yet t his a fter noon 
beca use I ' ve been over .d th - v;i th the Professor, 
you s ee, all tne time . 

You ~on a bout toe seven cillion dollars tney earmarked 

here? 

\/ell , I .me•• t uey we r e thinking of it . I dido' t know 
whether tney h od yet o r not . 

~ney di d la s t night . 

J.Jid last night . 

Yes . 

They - tney ' d been deba t ing .mether to go ahead 
tnrougn London or to work d irectly ltith you again . 

•·ell, taey ' ve declaed e vidently to ~rork directly 
here . 
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H • . .t . Jr : 

C: 

H. J.Jr : 

C: 

n . :.! .Jr: 

d . "! . Jr : 

C: 

ti. . .!.Jr: 

C: 

. i. i .Jr: 

C: 

C: 

a . • J .Jr: 

C: 

ll . U. Jr : 

C: 

d • .J . Jr : 

C: 

-5-

Yes, f ine . Well , I 1 ll get - I 1 ll - in touch with 
him now and send a wire luter . 

0 . :( . 

liut I' m not menti oning names here until we get 
somet hing tnrough . 

All right . 

And may I ask you the one ~uestion again? 

I.es . 

132 

I mea n I 1 ve go t t o m&ke s ome plans. o'lould you s till 
went me to come, do you th1~, in November~ 

Yes . 

You would? 

I t hink tha t you might come at the same time with 
Pr o fessor !list . 

Because tha t would sutt - tha t would fit in very 
well, because t ltere ' s a B.I.S . meeting on the 8th, • •• 

Yes . 

• •• you s ee . 

••ell, I would plan t o c ome on t oe lJto with hilll . 

llna toen I coula bring you toe f resh news from - from 
thu t meeting t oo . 

That 's rignt . 

Fine. Well, I ' ll go ohend a nd pl an tba t woy 1f his 
trip goes througb. 

Tnank you. 

All right, sir . 

Goodby e . 

Goodbye . 
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COllUiftUL m• SUBJEC'n m 4WI CllliiiWJrlGI_IltL. 

L. •. KeMe -----11...,.1.-JOP D&IICL __ _ 

I oall .. Mr. C.ric•el at UalO \odq. tho •ukn wu 

nrr •ab .-!'*• \odq, ho aa14, (eo tar ho bad 'bcNIIl' tt,ooo,ooo 

and eeoo,ooo). o'"1DI that :rono1'4a7 bad b .. •01'7' b...,.. I re-

plied t.bat I -ela4ad \hat ~ bia lan aieb'' 1 eablo actnd.q 

ot t h o rooeip' of 171 0001 000 ad :recauoaU.Dc tba' wo _.,... that 

POlmt iato lold. I 1\a\ecl that, lloecll.OII to NTt ft WOI'O •01'7' 

happy to 100 that ho -u.. .. to 1U., hQP7' alao that. ho llboal4 

bno doe1de4 t.o -•:rt bia dollar• iato 10ld 1a 1 .. Yoltt nthor 

t han 1a x.--. •• h..toforo. Car1c1tel apl.a1De4 that tho laiD 

yenor4q ha4 b .. 1a nco•• ot 111 0001 000 md that ho ha4 4oo1d .. 

t o ~on iato 1014 1a ... Iork Put.lT booa10 th117 lli .. to 

operate u4or tho !ripartlto 'en••'• panl;r booauao bo .. , .. 

t o take locl9uA •• of tho o,.n-tt;r to iau.uo b11 pld bol41Dc1 

1a 1 .. Iork, •d 1t11.U,. b-•• ho t.hoalht n Wllld like 1t if ho 

d1 1tr1llllt.e4 bia 1old JQreba•o• b•ws• w.-. •d I" York. Ia tho ,..t. 

whore 1t bad ••817 ..__a .-aoftlOD of at .. •UUOD 4ollaro ae-­

l atod onr a tor1o4 ot a.a;,a, bo ba4 Mqbt &old 1a s--. ICaiaft 

t buo 4ollara, lllat DOW t.bat. t.bo .,... •• , •• lliel7 to oo•t.iauo, 

t h ey ba4 thoqbt 1t. b.t.\ar .. oponto 1a both •uk-'•· n .. ,.,.. 

t hat. ho oo.ld 1-' t.ho pl4 a llUlo eb..,er 1a ~.a-. INt. tho eh..,on 

•01 waa 11ot. elw.;:ra tho bon. 

Lila DC 
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PARTIAL PARAPHRASE OF TELEGRAM REOiiViD 

FROM: American Embassy, Parts , France 

DATE: October 22, 1937, S p .m. 

no.: 1494 

FROll COCHRAN. 

On Thursday the French control ga i ned 660,000,000 

francs foreign exchange. On Friday , up to 5 : 30 p . m. , 

it had acquired nbout 75,000 ,000 france foreign exchange, 

including some dollars purchased through the t:ationAl 

~ity Sank. 

Reference was made by my contaot to the earmarldng 

of gol d with t he Federal Reserve Bank l ast evening. He sai d 

that if possible it was preferable, in the present cir­

cumstances, to localize transactions in any currency on 

the market of that currency itself. Then too even though 

6old could be purchased more cheaply in London he pre­

ferred having eome of his gold in the United States. 

Rentes lower with very smal l turnover. Some profit 
? 

taking i~ shares. 1a nervousneeo over outcome of meeting 

of Government employees to be held Sun~ny under t he 

aucpices of General Confederation of Labor. Spot and 

forward helga more offered on fear that new political 

cr i sis may develop from investigation into National Bank of 

Belgium at a moment ' s notice . 

Market observer understands British contr ol is buying 

' 
spot dollars and selling forward dollars . 

BULLITT. 

E.t.; L1rtf 
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~tcretary of StatE 

.iashington , 

1495, October 23, noon, 

?RO!A COCHRAN , 

GRAY 

Pa.ris 

Dated October 231 1937 

Rtc 'd 1:10 p , m, 

139 

!'rtss reports appointment yesterday to Vice Governor­

s hip or National Bank or Belgium or GEorgEs Janssen who 

had been named fourth director of thE bank ftw days pre ­

vi ously, Premier Van Ze el and ' s early return to Belgium 

to race DEW dEVElopments toward political expOSE is 

expected, 

French rinancial prEss is no t taking too seriously 

labor leader Jouhaux' plEa for exchangE control as an 

aid toward increasing labor ' s purchasing power , but such 

reminders of the continuing bEliEf of c ertai n LEft and 

lacor ElEmEnts 1n virtuE or exchangE control provE effectivE 

deterrent to g enuinE large scalE capital repatriation and 

ll&rtially account ror failure to date of ~oldcrs or such 

funds as arc now coming back to invEst them im9ortantly 

i n French securitiEs , ThE question of compensating labor 

COrn:"tnsuratcly with i ncreasEd co :~ t of living withou.t f urther 

3lOwing up FrEnch p~oduction ofrc\s plEnty Of difficultiES , 
·, 

BULL ITT 
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GROUP :.!EETINO October 25 , 1937 
9: JO a . m. 

Present : 

u. ! . Jr : 

Eall : 

ri . : . Jr : 

1\ell : 

Mr. Magill 
Wr . Oliphant 
Mr . Gaston 
ro11ss Roche 
:.lr . Baas 
Olr . Upham 
Ur . Gibbons 
l.!r . LochheE<d 
L!r . Bell 
r.lr . llcrleynolds 

Well, we 1ll just go ahead end do business - I mean 
they go and pass on a $25 , 000 loan for Export-Import 
Bank and we • r e trying tog et t his thing str aightened 
out . He (Ta)l'lor) isn' t 11ere 1.nd he •s out, that ' s all. .. co -
You w~.nt' ~e to cover •••• 

I .vant you to tell the people tlu: t are nere where we 
stand on Commoaity Cr edit . 1 1 m not goine to wait for 
anyboay these days . 

Well , you all know the suggest ion was made the other 
day cbout putting Commodity Credit on i ts own f eet, 
a nd then Mr . Oliphant made t he suggestion that we 
explore tne territory of the Farm Cr edit Administr a ­
tion to see whether or not we could get the commitment 
from one of those organiza tions under t he Administra­
tion . Governor ~yers has been sick, end we had a 
tentttive appointment this morning &t 9 : JO, but he 
is still sick end t hat is delayed for another day . 
And I wos Just t elling the Secretary that it had been 
discussed a lit tle bit with Governor Myers and he is, 
of cour se, violently opposea to the program, even for 
a temporat•y commitment . And I believe tha t when we 
get e.ll tnrough discussinll it, 1Ye 1 11 come out w1 th the 
announcement t hat the R. F. C. will make a t entative 
commitment and that Ne will go t o Congress right af t er 
November 15 and get the legislation t o put Commodity 
Credit on its feet and charge t he losses each yes r 
to the budget . 'fnere is a hundred million dollar s 
i n the buoget t his ye'r for Commodity Credit which 
we feel will cover a ll t he losses up to the end of 
this ye~r . I think tha t will pr obably be the final 
decis i on; ~hether you like i t or not , why , i s 
another <tuestion . 
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H.M. Jr: 

Bell: 

H • ..! . Jr : 

!:Sell : 

!!. "L Jr : 

&ell : 

Jl1ph&nt : 

H. • Jr : 

Bell: 

iJ. .. . Jr : 

Bell: 

ll . I.! .Jr: 

Lochhead : 

:JcR : 
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Well, you end Oliphant and Taylor - I' ll hold this 
aft ernoon if you ' re r eady, end if yo" ' r e not ready 
I ' ll do it tomorrow • 

."/ell, I t hink it all depends on Governor Myers ' 
condition. We can't discuss it until he gets back . 
He ' s still sick today. 

Let ' s put i t this way, so we can have the same time. 
We ' ll put lt down for three on Tuesday . 

All right . 

How' s thot? 

Fine . 

• 

'•hree, Tuesday . 

(On phone) Bello . Where • s Taylor ? I see . 
Viell, lea ve word 

Nes expecting him here 
he should let me know . 

a t Mr . Taylor's office that I 
a t 9 : JJ and v1ben he comes in 

Rell , that's the story, so •.•• 

Yes . 

(~o Lochhead) Jus t take Bell outsi de a minute and 
tell him what you &nd I have agr eed on, so that he 
knows . 

~hen I may be excused? 

Yes . 

Just tell him, a nd if Wr . Bell doesn ' t agr ee, t hen 
I ' ll come out and join you . If he isn•t in accord, 
1 1 11 come out and Join you. 

O. iC (Bell and Lochhead go out) 

I got a letter from Congressman Ditter, Pennsylvania, 
member of the Appr opriations Committee, asking for a 
separate jus tification for all of the appropriati ons 
we have put up this year, on the basis of a r eduction 

Regraded Unclassified



H. li . Jr : 

'cR: 

Oliphant: 

'JcR : 

:1. ~1. Jr : 

i.lcR : 

J, •• Jr : 

Gibbons : 

H • .! . Jr : 

lir.c-s : 

Hm:s : 

142 

-3-

of 25 per cent ove r what we a r e ~asking for, whi ch 
is , t s fer a s I cans ee, j ust an a ttempt to devel op 
a little political conversat ion . 

Who ' s Ditter? 

Uinority member of the Appropriations Committee f r om 
Pennsylvani a . 

J ust a lett e r t o give out to t he newspapers , isn•t 
it, Mac? 

Yes . 

Oh, I can' t put my mind on it this morning . 

,"/ell , I just \Yanted you 
be brea~ing t his stuff. 
ments . 

to know . He •ll probably 
He ' s asked all the depar t -

You' ll have t o t alk it over with somebody . I just 
can' t - I• ve got so muny t hings , so bound down. I 
can ' t .•. . I t •s all r ight to bring it in. Talk 
it· over with Herbert . I ju3t can ' t handle ' it . 

(Nous no thi ng) 

I 1 ve nau much tne same experience that Wac uid , so 
you prob~bly don't want to bother with it . I saw a 
~inority member of the Ap~ropri&tions Cocmittee t his 
~orning who h~s that same ide~ . 

I just can ' t "hsor b it . We ' ve got this ConuJodity 
~redit , other ta1ngs, terrifically important . I mean 
you fellows will have to - some of you wi ll have t o 
just tllink about it. I mean you (MeR) and you (Upham) . 
You•ll have to taink <bout i t . I f you can think how 
to handle i t , let me know, but I can't absorb i t. 

George? 

I nave no t hing t his morning . 

You s aw s t eel, 57, this morning; down 8 points . 

Yes, tha t ' s a sore spot. 
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!l .Y.Jr: Yes . 

Haas : 

H. !I! . Jr: 

Hnas : 

H. :.! . Jr : 

Haas: 

n • ...I . J r: 

I sent wor d t o Uiss Michener for certain figures . 

Yes , she told me . 

~ben do you t nink I can have them? 

Bad a draft ready t his morning, but they ' d like to 
nave a chance t o r etype it. Several changes t hey 
wanted to make . 

'i'hink you can get 1 t to me befor e one o ' clock? 

Oh yes . 

~ut be sure it gets 1n to me . Better send it t o 
:.Irs . Klotz . 

Hba s : O. K. 

H.Y. Jr: 

llaas : 

tt . :.. . Jr: 

Gaston : 

H • ..! . Jr: 

Gnston: 

a .M. J r: 

Gaston: 

li . J .Jr: 

rloche: 

Oliphant: 

H. iol . Jr : 

Better send it tha t way - urgent . Want it before 
one o ' clock . 

Fine . 

Herbert? 

We ' ll have the press conference as usual today? 

(liods yes) 

I don't know of anything else . 

Wbat? 

I don ' t ~now of anythins else. 

I f you (ftocbe) will stay aft erwards . 

Yes, sir, t hank you. 

(Banding Secretary some papers) I gave you Q little 
note undernea th there. J us t background . 

I took it up in Cabinet and I was surprised a t the 
reaction. I ' ll have t o t alk t o you and Magill about 
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t his as soon es I can. S t anley Reed t akes the 
a ttitude - why, t hey simply c a n't go ahead and 
handle each indi viaual case which we say are tie 
bids; eacn case costs about f40 , 000 . 
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Well, Bob, you see, has a plan to handle the si tua­
tion. 

So I want t o s ay now to you ond !.lee t hat, pending 
this thing, I'm going to accept tie bids , putting 
t he r esponsibility wher e it belongs . I ' m not going 
t o fight t his t hing . I' m serving notice on you r ight 
now. I won' t fight a nother bid . 

Hell, you ' ll have t o consider whether or not you are 
exposing your disbursement officers to ••.• 

.. ell, put 1t in a letter t o the President, that I 
will not fight 1t without the backing of t he Presi dent 
and the Attorney General , which I have not got . I'm 
not golng out on the end of a limb . 

I s the President going t o suggest .. ..• 

I don • t know, Herman. Jus t too many people who are 
~cting as Attorney General, and I c an' t follow it. 
I 'm not going to have a tie bia and fight it and t hen 
find that the President and Attorney General aren ' t 
behind me . No~, I 1 m telling you end I want mY 
position maae perfectly cle~r . 

~ell , I think I 1ll prepare a document f rom you to 
the President wnich will protect you both on tha t 
si ae ana on the side of your r esponsibility as 
Secret ary . 

1-'rom now on, all right . St anley Reed says, ""h, 
we •ll take certain c ases - ti r e cases . " Well, t he 
tir e cases are settled . Why aon ' t you take cement, 
which ha s been sticking Lr ound your shop for God 
!mows how long? And somebody bas told t he Pr esi dent 
he can't do this and we ' r e just - di dn't say it ­
making darn nuisances of ourselves. ~nd now, that 's 
the a ttitude of the President and St anley Reed - t ha t 
we ' r e making e darn nuisance of ourselves . 

•l'ell, I •11 make your l egal position to the Presi dent 
clear, in a memor andum t o the Pr esident . 
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Well , I wish you would, because I'm not going out 
single-handedly and do this thing. 

Xou - no, you can't do that. 

(Lochhead returns) 

l'ihat else? 

(Nods nothing) 

But we 1ve got to make our position clear . 

I know . 

~ut I wish you ' d talk it over with Ros. This thing 
here - have you seen i t, Ros? 

No. 

(Banding papers to ~agill) We need all the brains 
we can have . And as I say, I can't think it t hrough 
because .... 

I want to t alk it over with Mac too. 

Yes, that• s a ll right. 

O. IL? 

(Nods yes) 

I've got tha t memorandum whenever you' re reedy . 

Well , I •m doing !lis'! Roche now . Take about - wha tever 
time she needs . 

Two minutes . 

Two minutes - 15 minutes. And soon as Viss Roche 1s 
through, I ' ll phone you, and then I have the res t 
of the morni ng . I ha ve two hours . I set from ten to 
t welve. 

I see. All right . 
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What? I've got from t en t o twelve. Enough? 

Fine, plenty. 
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::.o Miss Roche will have a f ew minutes and then from 
ten to twelve I ' m a t your disposal . 

But this other t hing, this tie-bids thing , upset 
me terribly. I was a little disagreeable mysel f . 
And I think tha t that gentleman ther e- I' d like 
t o have hi111 co111e her e and sit do;•n. We all know 
him pretty Nell . Ther e i s so111ething I don't under ­
st&nd . 

01\'ou se~ you 1 re.rer.lly on the operati ng end of it, 
because you hive t o do &.ll tne buying . 

But my God, Ber man, the Army and t he Navy and nll 
the other people - s ee? What? 

Maybe i t ' s like & beer t ax is . 

No, because we• re dealing with different people; 
we •re dealing with different people on t his thing , 
and - no, I don ' t - I mean I don' t think so . 
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Oper ot or : 
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li : 

B • .l. Jr: 

B: 

ti . M. Jr : 

B: 

!L:A • • Tr : 

1>: 

d . LJr: 

Bello . 

He 'll be r ight on. 

l:lello . 

Secr et ary Mor gt.nttulu. 

Hello . 

Hello . 

Good morning, Henry . 

Good morning . 

October 25, 1937 
9 : 5J a .m. 
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Just wanted to tell you that it looks as though 
toings might be a little weak this morning - can•t 
tell - but they were .1enk Sa turday . And London was 
rather .veak . St eel NBS down t o 50 i n London . 

It was? 

Yes . So 

l'lel l, wha t h~:~ ve you go t from us? 

I 've got 3,835,000 . 

To go . 

Yes . Toat 1 11 be plenty, I 1m sure . 

Oh. 

lle ' ll ma tch it, of course . 

I don 't even know what Steel closed at Saturday . 

Her e? 

Yes . 

hh - 53, wasn' t it? I •ve •••• 

Uh-huh . 
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I 've for gotten. J•bout 53, I thin.< . 

Oh- huh . Well, you've go t - you •ve got enough, you say . 

That ' s right . 

And you' ll match us. 

If I - yes, and if we - 1f we need any mor e I ' 11 call 
you. Shall I? 

Thb t 1 s r ight. 

Yep . 

~'hat ' s right . 

I 've g iven a few orders ohead of the market . 

Uh-huh. 

Ah -

Yes, f or the sake of tne New Yor k Tribune, please . 

( Laughs) Yes . 

~es . 

Yes . 

All r ight, Randolph . 

All right, Henry, I ' ll let you know if there's any­
thing special. 

tlignt . 

Gooa . 

1hank you. 

Goodbye . 

Goodbye. 
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Burcess : 
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.J • .J . Jr: 

B: 

d .d .Jr : 

B: 

il . J. Jr : 
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R. A.Jr: 

B: 

H. J . Jr: 

B: 

Hello . 

Dr . Burgess. 

Hello . 

Hello 1 Henry . 

Go ahead . 

Oct ober 25 , 1937 
12:13 p.m. 

14S 

~/ell , i t's not as bad as you thought it ' d be , is it? 

No, it ' s 

Yes . 

it ' s turned right around, it ' s much better . 

k r a ther curious thing developed out here . 

nhat •s tnat? 

'lhere .vere so ma ny orders for Cnrysler ••• • 

I sow that on the ticker . 

• •• that t hey had to suspend t rading for a while . 
'lhen they got that reopened, 6nd t hen they hod to 
do the same t hing on U. S. Steel. 

No . 

Decause more people wanted it t han Nanted to sell. 

" ell1 what do you knoN about that? 

Looks liAe snort covering, or something like th~t . 

I d on ' t iOlow what price it was selling at; we don't 
huve a stock 

II ha t ' s t hat ? 

1le don • t have a stock ticker here . 

(Laughs) .'/el l , maybe it 1 s jus t as •~tel l. You can 
Lvoid a l ot of trouble . 

Yes . I can wait until c t night. 

Yes, tnLt 1 s right . 
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Vlell - we haven't had to buy a ny bonds, have we? 

No , not a bond. 

Al.l right . 

And tney look all r ight now. 

So that ' s all right. 

Yes • 

.All right. 

night. 

Goodbye. 
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SEcrEtary of Stat£, 

Waah1naton. 

1513, OctobEr 25, 4 p . m. 

FRO:. COCHRAN • 

GRAY 

Paris 

Dated OctobEr 251 1937 

REc 1d 2:40 p . m. 

Although thE politi cal spEEOhts over the weEk- end gavE 

no sErious cause for concErn, tEndinoy on ExchangE wa• toda; 

advErse to tb£ f~anc , Fr~ncr. control yiEl dEd stErlina but 

donand thErEfor r.as sufficiEntly heavy to causE control 

to rEcede from 146 , 26 to 147 . 25 by 3 :30p. m. Ont Paris 

brokcr alonE t ook 900, 000 pounds from the control through 

i nto-mtd1ary of Credit Lyonnais . British control op~:ratina 

in London for FrEnch control. Forward franc more offerEd. 

Rentcs lower . 

l.la:t'ke t is obvi ously still nervous , somE fEarina that 

thrEatened s trikE in mEtall~ioal industry may bEcomE 

gem:ral e.J?d others still conccrm d ovEr 1.1Ed1 tcrranean 

situation, There is SOlll£ short covering in stErling and 

FrEnch rentcs may be suffEring ooaE from funds going into 

subscriptions to orEdit national loan. 

Franc uaa offErEd sl1gbtly in London on Saturday. 

British control buying dollars today, arE Paris AmErican 

ban!t havina oold it over onE n1illion. Belgium losing 

gold 
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JR -2- ~'1513, October 25, • p .m •• trom Paris . 

gold to Sv!tztrland but no word yet oe to tote ot Von 

ZEEl o.nd v1ho returned to Bruaetls ycatErdo.y to call 

Cabinet meeting. That po.rt or Sw1oo Banking credi t to 

French iail~ays which wao not taken firm b,r thE banko io 

r eportEd to have been fully oubocr1bcd by thE publio . 

BUILITT ---·· ---.. KLP ~ ..,. 

Q 
1 
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D ! 

rl .- . Jr : 

~ : 

c! . ILJr: 

tl • .II . Jr: 

o : 

rl • .- .Jr : 

Hello . 

Bartelt . 

Yes . 

• 

October 25, 1937 
4:37 p . lll . 
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I wish you ' d dictate for we a memora ndum and give it 
to me personally tomorrow as to Jus t how tnis l e t ter 
of Mr . Jones came in ooo all tru.t business, you see? 

I 'll do that . 

i~at letter of October 11 . 

Yes, I•ll do tha t. 

Just exactly what nappened . 

Yes . 

lf you please . 

All r ight. 

And give it to me personally tomorrow. 

I ' ll do t hat . 

'lnan.r you . 
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WASHINGTON 

Jl.y dear Mr. Secretary: 

I enoloee for your information & copy of p&ra­

phr&ee of etriotly confidentiAl telegraa Io. 1510 

of October 35, 1937, fro• the Americ&n lmbaesy, 

P&r ie, reporting & convereatiou which Ambassador 

Bullitt had with t he French Winieter of Finance. 

Sincerely youre, 

For the Secretary of St&te: 

Enc losure: 
•o. 1510 troa P&rie. 

The Honor&ble 

Herbert Feie, 
Advieer on International 

J:oonoaio Affaire. 

Henry Jl.orgentbau, J r ., 

Seoretuy of the Tr eaaury. 
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PJ.RI.PIIRABI Or TELIXJ!Wi UOKI"RD 

J'ROII.: Allerio&n :llllbaeey, Paris, J'ranoe 

DATE: October 26, 1937, 9 a .m. 

JrO.: 1!510 

STRICTLY COJnDD'l'Ul. FOR THE SICRETJ.RY. 

Last rt'BniQB, while I was talltiQg 1r1 tb Bonnet, be 

told me that o&p1tal was still returning to France at 

, . 5 
-~ 

an average daily rate of sever al hundred million frano1. 

Bonnet said that at present t hey bad 10 11111cb gold in the 

equalization ~n4 that unle1a there should be a sudden turn 

for the worse next Thursday at least two billion france 

in gold could be paid to the Bank of J'ranoe by the tund. 

I asked him whether be thought the present favorable 

trend would continue. He replied that accurate predic­

tions were impo1sible since there were so many faotore 

involved. Of vital importance were drt'elopaents in the 

interne tional a1 tuation and some modification of the ~ 

hour law. .l commil8iOC now stud.yiQg this law, be eaid, 

would. report that in certain induetrie1 1t should be 

maintained, altered tor certain others, aDd retooled for 

other a. 

Bonnet ap.in said that be greatly appreciated the 

consistent cooperation of the Aaerican Treasury; be 1aid 

be wished the Britieb would give him the same aort of coop­

eration. .le yet be bad not been able to aalte arr&QgBIIIsntl 

with the Britieb for renewal in Deo•ber of the outlt&nd­

iQB cre41t. He believed that be oould do tbia, but be 
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bad in any caee -de pro•ieion &gains~ ~he pOI8ib11Uy tba~ 

the lo&ne alight not be e:r:hnded. 

J.no~her -uer which Bonne' menUoned was that the 

Britilh, ae a part of their general line of holding France 

on a lealh while flirUng w1 th Germany, were oppoaing ~he 

appoin,men~ to the BIB of a :rrenchll&n to succeed Queane.r. 

J. strong effor~ wae being -de by Jlieaeyer, aupported by 

Vontagu Noraan, to abolish the post of aasietant manager 

and to pro110~e the Ger.an occupying thia poet ~o that 

••cated by Queanay. Bonnet felt that thie waa solely to 

fur~her ~he rapprooheaent in progresa be~ wean Great Bri ~ain 

and Germany at ~he present time. In the disoueeion of thie 

subject Fournier of the Bank of rranoe, a~ Bonnet• s requeet, 

had ~akan an erlremely e~rong l ine and eaid ~ba~ t he 

rrenoh would withdraw a~ once the entire capiul they hacl 

inveeted in the Bank if the au~horities of t he Bank lhould 

retuee to put a rrenobman in Quesnay' 1 poei tion. Thie 

capital, Bonnet eaid, aaoun~ed to about 'hree-four~he of 

the to~al capi~al of the Bank for International Settle­

mente. I n the face of thia threa~ by the rrenoh, Niemeyer 

had adjourned deoiaion of this ques~ion for ano~her mon~h. 

The candida~• of the rrenoh ~o repl a ce Queanar, Bonne~ 

&&id, had been J.uboin, and he eUll wae ~heir choioe. 

BULLITT. 
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J'ROK; Allerican lllbaeey, Parte, J'rance 

DATI: October 25, 1937, 7 p.a. 

10.; 1516 

FltOK COOHIWI. 

1 . 7 
- ~ 

By 5:30 th1e evening the French control ha4 lost one 

and a half quaner m1ll1on pounds foreign exchange . In the 

morning the eelling of france had been by prof eesionals. 

Th1e afternoon sterling wae being sought bf the publ1o &leo. 

It was the opinion of mr oontaot that the speech of Chau­

t emps had been iaportantly respona1ble for the turn in the 

.arket, because it i ndicatee he will try to bold the 

Radical Sooi&liets in line in the Popular Front Government. 

In this way he will el1a1nate the early possibility of the 

s etting up of a center governaent wat••x•-· of the kind 

whi ch the cap1i&l1ete want. .le yet no dec1e1011 bae been 

reached with regard t o showing a gold gain by t he Bank of 

France in the et&tllllent to be ieeued on Thursday. Ky 

oontaot is against euch (omieeion) before the market ie 

more definitely and consist ently favorable to (oaieeion). 

It remains to be seen whether the set back today ie 3ust 

t111pcrary or whe_ther 1i -Y mark the beginning of an un­

favor able period. 

I 3ust received the news of the ree1gnat1on of the .. 
... 

BULLIU. 
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October 36, 1937 
Tueeda,y 

J.!r. Cochran called th11 Seer~t.aey frOifl Parle at 9 .&II, Rn York time , 

158 

ad advhed that owi¥ to the Chautompt1 speech on SUnda,y, there was an adveroe 

uov811~nt ajra1nst the trane and that the Jl"rench had los t probably 2,000,000 

r=~· i n aupporti!lA' the excll~nre t h i s morni n,r . 

~r -~ C~hran also etated t~~t Profeoaor Ri et would be unable to eail on 

~ovcber 10, ao or1,d nall;,- planned, sa he would not hfl•e euttiei..,t time tt> 

••~ Bonnet. Ho ... ner, it waa .,.-eeable to him to l eaYe about Jroruaey 1, and 

l'r . Cochran requeoted that t he proper authorization f~r t hio Yidt be cabled 

t hr OUI'h the Stat e D~po.rtment. Mr. CochrNIIt.leo requested that aut horhation 

be cabled toda_y t hr0118h the Stete De.;>&rtment to pem1t him to sail for llew 

York on Uovonber 10 on t h to SS Q11e110 llar;r . 
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PARAPBRASK OJ' TELIGRA.K RIOlCinD 

J'ROit: A.aerioan llllb&sey, Paris, Franca 

DATE: Oct ober as, 1937, noon 

JIO.: 1530 

RUSH 

J'ROll OOOHRJ. N. 

This 1110rn1ng there was a 1110re acute adTerae trend. 

l :J9 

of the market against the franc; this waa trend waa 

d1soueae4 in my telegram Io. 1516 of October as, 7 P••• 

The French control had lost two 1111ll1on pounds of foreign 

exchange while letting the rate slip to 148 by 13 o1 clook 

noon. There were aore offerings of the forward fra nc 

at the same time, at an increased discount. Pollowing 

the reaignaU011 of Van Zeeland O&binet t he belga was 

weak; a contributing factor was the granting of le&Te t o 

GoTernor Franck at his own requut for three months. Tbh 

means that he will not return to bia post as goYernor 

of the National Banlt of Belgiua. 

BULLITT . 
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October 26, 193? . 
12: 00 noon 

Hello. 

Good morning Mr. Secretary. 

How are you? 

I'm very well , thank you 

Where are you? 

I'm in New York City. 

Oh. What I ' ve been wanting to talk to you about, 
is not any emergency matter but I don't know whether 
the President talked to you about this idea he had 
about trying to get private capital interested in 
small houses . 

Yes. 

And that's what I wanted to talk to you ~bout. 

Well, that' s fine , I had a long meeting Saturday 
afternoon with Lmrriner Eccles on the same subject. 

I see. 

And we've been work ing out some plans and ideas, and 
I'd llke very much to discuss them with you . 

Uh-huh. 

Now, I'll be back tomorr ow morning and any t ime it's 
convenient tor you I'll come on ov~r and see you. 

Well , I don't know how I'm f1Ted tomorrow but I 
could - supposing we eay three o'clock tomorrow 
afternoon. 

All right, I'll be over there. 

T'nanlt you very much. 

Goodbye . 
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PARTIAL PA!W'BRASI at TILI<IWt R.IOIInD 

JROih .t.•erioan Dlbaeay, Par1a, rruoa 

D.t.TI: October 26, 1937, 5 p.a. 

BO.: 153!5 

Presaure on franc continued this afternoon. Spot 

rates had declined to 148,54 against aterling by 
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5:00 p.a. and three aontha diaoount widened to eix. 

Switserl&nd ia heavy eeller of J'renoh !ranee. Belga .ain­

tained better level than eXPected thro~ Belgian •ational 

Bank yielding Swiaa franca. Dollar auoh in de.and. 

The franc• a weak.nese of yesterday and today 1a not 

due to the aarket. SSYeral !aotore contribute to the 

general uneastneaa: 

1. The speech which Ol~aute~~ps •de gave the 1111Pree­

eion that the Radical 8ooial1ete will not break with 

the Leftists, and that the Popular Front GoYernaent will 

continue, and keep the forty hour week. 

a. The preceding has ghen rtae to a !ear that 

repatriation of capital will be discouraged thereby and 

pre.ent the i~rov•ent 1n rrencb production which ia 

nuoh needed, 

~. It ie realised that the Radical Sooialiete aD4 

their Len partner• are r•llY not in bar80Df on b&eio 

principlee, and therefore 1t will be 41!!1cult t o have 

a!!eotiYe pverJIIl8Dt. 

•• 
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-a-

•· The railway workers wera pro.iaad inorease4 wages, 

with a rewltant new charge to the Tre&IIUl'J of at least 

six hundred aillion franca. 

s. Strikes are ool!.ti~~~&&lly threatened ill. the 'bll1ld­

i ng industries and in (oaission). 

8. Jouhanx and consenatha organizations bava been 

having acrimonious exchange of remarks in the press. The 

conserYatives blaae Joubaux for aiaguiding labor with 

foolish proaisa to see that they have leas work and aore 

money. 

?. The trade deficit continues. 

a. Tourist business baa let up for the aeaaon. 

9. Unemployment 1a inore&siDI• 

10. 'l'ha coat of living 1a going up. 

11. 'l'u lllldg.t prograa for 1938 proaiaes to give rise 

to bitter debate. 'l'hia budget prograa 1B far froa 1nvul-

nerable. 
BULLi ft. 

:U:Lft 

I 
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RB GRAY 

OctobEr 261 1937 

8 p . m. 

AI'EilBASSY 

PARIS {FRANCE) 

551 . 

~E SEcrEtary of thE TrEasury rEquEsts Cochran 

to rEturn for con.frr~:ncE on thE Ql!E:O:N MARY lEaving 

FrancE N»vEmbEr 10 . liEpcrt mEnt author izEs this mission 

if agrt.FablE to thE Ambassador . 

E /, : 1lF : L'ff,'/ EU AS 

HULL 
GSM 
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Ribbon copi es or the attached a811016 4 
or 10/26/37 Wire sent to the following 

( with letters or transmittal dated 10/26/37 
laicned b,y the Secretarya 

The President, 
The Secretary or State 
The Secretary or War 

Attention: Col. Strong 
(g-2) 
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T REASURY 15tJSAA I MEN I 
IN'T'at O""c:a COMMUNICATION 

"""October 26, 1937 

To Secretary Morgenthau 

••- l!r. Haas 

Subject : Current trade with Japan and China. (Preliminary data) 

Trade with Japan 

1. Uni t ed States exnor ts to Japan 

let Week 
2nd Week 

October 19J7 

. 1.727,000 
5,746,000 

3rd Week 4 .492.000 
Three weeks 

$11,965,000 

October 19J6 

For whole 
month 

$26,663 ,000 

August 193] 

For whole 
month 

$24,644,000 

Excluding cotton, our exports th1e month are already 
greater than expor ts of October 1936 : 

Ex9orts- 3 weeks October 1937~ excluding cotton- $11,410,000 

• whole month October 193b • • 9,787 ,000 

2· United States 1mnorts from Janan 

let Week 
2nd Week 

October 19}7 

$3,328,000 
3 , 984,ooo 

3rd Week 3 ,419,000 
Three weeks 

$10,732,000 

October 1936 

For whole 
month 

$15,930,000 

August 1917 

For whole 
month 

$16,297,000 

Aside from 1mnorts or perilla o1l ($332,000 thi s month and 

none last October) the make-up of i•norts r r om Japan appear 
to be appr oximately the same. So f ar 1t an~ears that the 
total of imports from Japan will be about ! percent less 
than last Ootob~, and 10 percent less than August 1937· 

(f1gures for our trade with Japan for September are un­

obtainable from the Department of Commerce ~nt11 about 

november 3rd} 
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United States cotton exoorte to Ja an remain 
neg i gi e. 

let Week 
2nd Week 
3rd Week 

Three weeks 

nU 
$192,000 
~~ .000 ,000 

Last October cotton exoorts to Japan amounted to $16 , g76,ooo. • 
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4. Comoared with reTlous months there is a share decrease 
ln exnorte of ecrao i ron an atee 

let Week 
2nd Week 
3rd Week 

Three weeks 

$ 65,000 
354,000 
liee!,ooo 

$887,600 
Uonthly aTerage Uarch to August 1937, $5,600,000. 

5. Raw silk imoorte from Japan continue at a remarkably even rate. 

let Week 
2nd Week 
3rd Week 

Three 

$2,04o, ooo 
2,0g7 ,000 
~ ,095 .000 

weeks$ ,223,000 

(Average monthly i mports from Japan ln 1936, $g,ooo,ooo) 
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Cotton, unmanufactured 
Finished iron and steel 

manufactures 
Wood, unmanuf actured 
Tobacco 

let 3 weeks of 
October l9j7 

$489,000 

100, 000 
90,000 
10,000 

llonth of 
October 1936 

el 6,876,ooo 

l,44o,ooo 
420,000 
384,000 

1· ThP follow\n~ items show l Ar increases ~n exnorts to 
npan comorre ~it cto er o ast ye~tr. 

l a t 3 r.eeks of 
October 1917 

Iron and steel sem1-mfg. ~3 , 084,ooo 
Pig iron 567,000 
Hides a nd skins 5~,000 
Ferro-alloys 22~, 000 

U. 8. Trade r1th China 

Month of 
October 1936 

~197,000 
None 

141,000 
6,000 

( \Ve lu>.ve begun with the t h ird week; will not be f'ble 
t o obtain trade figures of t hP first two weeks of October 
before December.) 

8 . U. s. exports t o China end l'anchuria. 
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North China 
p.nd l~enchuria 

Shanghai, South China 
and Hom~ Kong 

3rd week only of 
October 1937 

Whole month 
October 1936 

t 457,000 

For whole of China end J<enchuria 

t4,2g3,000 

If the exoorts during t he t h ird week ere a good s~le, 
our exports to China for t he whole mont h will be greater t han 

l est October . 

Regraded Unclassified



Secretary Korgenthau - 4 -

9 . Unit ed States 1muorte from China and Manchuria. 

3rd Wssk of 
Oct. 1937 

North Ch1na 
and 

!.!anchuria 

$414,000 

Shanghai, 
South Ch1na 

and Hong Kong 

$956,000 

For whole ot China and Manchur ia 

Whole month 
Oct . 1936 $4,957,000 

Our i mports from China l i kewise will be greater than 
last year, i f the 3rd week i a a good sample. 

10. Leading exuort items to Ch1na: 

(a) North China and Manchuria - 3rd week only. 

Petroleum oroducts •... • 
Steel sheets and plates 
Vehicles and uarts ..... . 
Electrical machinery and 

appliances .. ........ . 
I ndustri al ~chiney ... . 
Cotton ..........• ... · · · 
Lumber •. : . ..... .... ... . 
Other .... .. ... ..•• . · · · · 

Total •........ .... · • 

$ 194,000 
123 ,000 

32,000 

18,000 
17,000 
14,000 
12,000 
4z ,ooo 

s4s7.ooo 
( b) Shanghai, South China por ts , Hong Kong . 

Tobacco • •.....•. .... •• • 
Edible vegetable pr oduct s 
Steel sheets • .......... .. 
Pri nted matter ......... · 
Petroleum oroducte- •..... 
Elect rical-machinery •..• 
Radio and aooaratua .•.•. 
Other • ••.. ·. ~ ... · .. · · · · · · 

Total •• · · · · · • · · · · · • · · 

$306 ,000 
97,000 
a9,ooo 
46 ,000 
69 ,000 
46,000 
45,000 
a; .ooo 

s78 ,ooo 
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Secretary Korgenthau - 5 -

11. Leading i!!!porte from China. 

(a) Imports f rom Manchuri a and North Oh1na - 3rd week on17. 
Bristle• • •.. . ... .... 
Wool and aanuraoturea 
Leather •••....•....• 
Other ••.....•....... 

Total • •...... .. .. 

(b ) Leading lmporta rrom Shanghai, South Ohina porta and Hong Kong. 

Raw silk •.•.... .. .. . 
Wood oll •..........• 
Tln •.. ............. . 
Flax and hemp manu-

factures •••....•.. 
Food products ..•.... 
Tea •.... . .. . ... .. . . . 
Other •....... . .•.. .. 

Total •.•.•....... 

$ 21j.4,ooo 
189,000 
142,000 

128,000 
56,000 
37,000 

160 .000 
$ 956,606 
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secretary ~orgentheu _ 6 _ 

or t he t ot al or $ll, 900, 000 or exports t o Japan 
during the first three weeks or October the folloWing 
items account tor almost all or the t ot al: 

Iron and steel sem1-manutact~res 
Petroleum products 
Scrap iron e~d steel 
Copper 
Paper base stocks 

Pig iron 
Industrial machinery 
Hides Pnd sllns 
Cotton 
Chemice la 

Asphalt 
Ferro-alloys 
Automobiles, trucks and par ts 
Lead 
Photographic and pro j ections goods 

Other 

$3,0S4-,ooo 
2, 36il-,ooo 

SS9,000 
S33,000 
623, 000 

567, 000 
5~.000 
54-5.000 
li-90, 000 
393,000 

300, 000 
224-, 000 
207. 000 
167, 000 
105,000 

54-4,000 

$11,900,000 

or the total of $10,737,000 or im~orts !rom Japan 
durin~ t he fir s t three weeks of October, t he following 
items account tor the bulk: 

Rl\w silk 
Cotton manufactures 
Peril l a oil 
Tea 
Silk manufactures 

Rayon manufactures 
Porcelai n and ch1naware 
Fish 
Inedible animal products 
Wood nnd paper manufactures 

Wool manufactures 
Lily bulbs 
Peretbrum ! lowers 
Earthenware 
Uetal manufact ures 

Other 

C6,223,ooo 
625,000 
332, 000 
305, 000 
292,000 

2S7,000 
2711-, 000 
26S,OOO 
215,000 
209,000 

1SS, OOO 
155,000 
135,000 
13S, OOO 
121,000 

sto,1~;~ 
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RESEARCH & STATISTICS 

10/26/37 

According to the Naval Intell18ence Ilepartlllent., tbe three 

million barrels o! oil contracted !or by the Japanese Government., 

to be delivered during the next !our mont.hs 1 waa crude oil. 

Ourins the !irst 2! weeks o! this month the exports o! oil 

products ! rom the On1 ted States to J apan were 

Crude oil • • • • • • ••• •• $1,412,000 

Diesel oil •••• •• • • • 

Lubricating oil ••••• 

Gasoline •••• ••••• •• 

532, 000 

251, 000 

.35,000 

Total •••• ••• • i 2, 2301000 

171 

Regraded Unclassified



VWOBA'IIQI OJ' !D DAY18 ~lYifiiS 

October 26, 1937 

'lo: 'l'he SecretazT 

hoc: Kr. llagill 

1. Scclal Securitz tu .. 

I haTe a long report froa llr. Gra•ea directed to tbe Co..tuioDer 

and r eco,.ei141Dg t hat the work of au41 tl.ng tu retune under f1 Ue 'fill 

ehould 'be transferred to the field. 'l'he preeent auditing unit 1D 

ll'eohlngton employe )22 pereone and coeh a total of onr $590,000. 

L!r. Grane report. that the work done 'b;y tbh unit hee 1no •alue co,... 

meneur&te w1 th the coe\e of perforooing H 1 and reco,.endl that the 

un1 t 'be a'bol1ahed &e of llo••'ber ht. 

I talked to Co11gre"II&D V1naon o•er t he telephone regard!..,; hie 

plana for t he p rocedure of the ou'bco~E~Htee. When the co ... i ttee meeh 

on llovem'ber 4th he wiohu to determi ne tlrot whether lte oe .. lone are 

to 'be public or execuU•e· Be prefera the latter. Be thllllce the wl>­

coi:IIOI!tteo ehould p repe.re not onl;y a r eport but the actual tax 'bill; 

and is inclined to thilllc thet t he eu'bco-ittee o~t to hold &liT 

public hee.ri~s on the 'bill rather than follow the uwal. practice ot 
hert~~g the tull coaml ttee hold the heari..,;a. .After theee aattero are 

aettl~, Kr. Tineon wiehea to take up t he ....,or queetione oDe 'b7 oDe 

&nd etudJI e&ch of thea fully 'before proceed.!..,; to the Dext w't>Joct . 

Re foela there h DO hurr;y about reporti~~g & bill and that the wl>­

coll:ll.tteo ought to do & complete Job. 

llr. Vi neon 11 leartng f or J:entucky tomorrow to 'be g>De OYer 

election day. 
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11: 30 &ID 
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HX,Jr telephoned the President and said, "I hA•e 
seen in the papers that Magill and I are expeated. llag111 
has a magnificent etatement and we worked on it day and 
night . It Just goes i nto th1e whole tax quest ion and if 
I may say eo , it i s more timely than the budget thing. 
Bell may be sore , but t his tht ng with Magill I consider 
very vital. We want to shoot it in by November 4th. 

Bell only has two departments that he wants to 
talk to you about and t hey can wa1 t until you come back. 

Magill and I will get there by five o 1 clock a nd 
spend the night with you. 

, 

I 
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PA!I.APIRAU OJ !.IL..w& UOIInD 

J'R.(Ih 

DATI:: 

RUSB 

Allmoan lllba .. y, Parte, rranoe 

Ootober a7, 1937, llOOD 

152V 

J'ROll COCBRU. 
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Yesterday the Jrench control loat foreign exch&Jlie 

in the aaount of 536,000,000 france. The pre&lll1'1 h le .. 

thia morning, aDd the control haa ende&Tored with aoae 

suoceea to pueh the rate back to 148.50, which effort 

had coat the control 500,000 pounda up until 12 o' cloolt. 

A feature of this morning' a ~~&rltet 18 Swiae eelliq of 

dollara in Parie and London with conTereion into gold of 

the sterling proceeda in London. 

BULLift. 

0 , IJ:ll l 

U.:Lft 
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1tcrctary of StatE 

lash1ngton. 

GRAY 

Paris 

DatEd OctobEr 27 , 1937 

REc 'd 4:03 p . m. 

1530, OctobEr 27 , 5 p . m • 

• 'R P .;oc:P.tAN. 
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~ranc stErling ratts havE bEEn Erratic today with 

control rEducing it from 148 . 90 to as low as 147 , 60 at 

5: SO this Evtning without hEavy EXpEnditurE of for'-ign 

E;;c"nngE. ? orward ratEs improvEd ft'om 7 to 5 for thrtt: 

m.nths . REntEs up . Franc markEt still nErvous anc. thi•, 

tocic.y with Rac'.ical-Socialista convEning at LillE and with 

• t r1kE thrEats still txisting but consinErably bEttEr t~n 

:fECttrday . 

E~tss of dollar rt sultEd or , ncipally from (1) 

rtQorttd two shipmEnts of Js ,soo ,ooo (rtptat 6, 600, 000) 

worth of gold tach from Japan to thE Unittd Statts with 

f,ondon stor y that dollar -rocEEds would bE convtrttd into 

stErling, (2) salE in London by Swiss Bank Corporation of 

i~portant amount of dollars for gold. 

11o.tional Bank of Ptlgiuo apparEntly has not had to 

bE so activE today as ytsttrday to pEg b tlga with Swiss 

fr;:.nc sine£ bElga mort 1.n dEnnnd for End of month . 

rEquirEmEnts. 

f 

Regraded Unclassified



.,. 

RB -2- No . 1530, OctobEr 27, 6 p . m. from Paris 

rEquirEmEnts . British ~rEss particularly rEgrEts Van 

ZEEland 's dEparturE from GovErnmEnt, with FINANCIAL l!EIIS 

Editor ~Essimistic as to BElgian prospEcts without him. 

StatEmEnt NE t hErlands Bank as of OctobEr 25 showEd 

COld gain 30,000 , 000 florins ryrESumably from stabilization 

fund . ~tatEmEnt Swiss National Bank as or OctobEr 23 

showEd gold ga!n 32 . 9 million Swiss f r ancs . 

!<LP. 

\.'."!(,; 

. .. . 

BULLITT 

' 

I 0 • •••• 
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CA Gray 

LOJ.'OON 

Dat ed Oct , 27, 

Reed 7::50 p .m. 

1937·~ 

Secretary of StatE, 

i'laa~ington. 

672, Oc tober 27, 11 p .m. 

FOR TREASURY FROM BU'l"''Elr."IORTH 

ln t !:.c course of a conversation Ashton- Gwatkin, IYho 

act~ as Econo~ic advisor to the Forci 3n Office, said that 

wit:l. t hE concurrence of ths British Treasury he hs:l! recent­

ly been t r avelling through central and·.southcastcrn Eurooc 

invcatigQting the possibilities of facilitating the r emoval 

of EJ:chanse controls , particulnrly in the Danubian &rEa; 

t l:.e.t as fer as t hE Danubian countri es thEmselves wErE con­

c Erned it should bE possible to do somEthing certainly in 

tbE casE of CzEchoslovakia and ~·ungary where the cont••ols 

wEre not drastic or r i gid and even for inst ance in the casE 

of Yugoslavia and Rumania whEre trade was improving decided­

ly . 

The importance of ()cnnan t1•adc to those countries, ot 

cour~c , constituted the main difficulty. As tar as the 

Ocrmo.n situation was concerned thE Rcichabank had categor­

i cally stated that in its opinion thErE was no technical 

reason why thE mark could not bE dEvalued and Exchange 

controls removed . ~hEn asked about thE possibility ot a 

flight of capital ensuing, the Rcichsbank exprEssEd 

confidence 
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CA --2--612 rran London Oct 21 •• • 

con.f;.dence in the fact that t hE othEr "totalitarian" 

controla would suffice, givm thE psychological effEct 

178 

or obtei:~in3 at tht samE ti.!.1E a forEign crEdit . My inform­

ant said that unforturAtcly the military and Nazi ElEmEnts 

appEarEd to bE unwilling to rElinquish tht c.xchangE con­

trol syst Em, which thEy found Entirely to thEir liking. 

Fu:.•thErmorE , it was rEalizEd EVEn by thE non-military and 

non- i:azi ElEmEnts that thE ExchangE control sye tEm had 

cErtain dEfinitE advantagEs in promoting German tradE and 

influencE in certain Danubian and South Am£r~can countri~~ 

and tr~y also concEiVEd it an impossibility that anythinJ 

coulc', bE donE towards recti fying thE Danubian exchangE 

control ·1osition without thE prior consent arld activE 

coopEration of GErwany . 

L:y informc.nt said that it rEmai ned to be sEEn nhtth£r 

this as3u:nption was correct ; for he concEived no ovcr­

ridi~ consideration which s~~ould prevent in thE case of 

Czechoslovakia or Hungary a changE irrespEctivE or Gtrrnany' 

attitudE . HE said that at thE moment his idEas wErt of 

nEcEssity vaguE, if for no othEr r Eason than that hie 

invEstigations were i r.complcte and hE was leaving tomorron 

for Italy to look into the situation, whErE h£ hopEd to 

find controls lese deep rooted than in GErmany . 

EllD OF SECTION 0~ 

BING:"lAIJ 

S:.:S ~GC 

Regraded Unclassified



RB 

~tcrE tary of StatE 

.fashington, 

PLAIN 

London 

DatEd OctobEr 27, 1937 

REc 1d 7:40 p . m, 

672 , OctobEr 27 , ll p , m, SECTION TWO . 

HowEver his fEEling was that snmEthing should bE 

donE to float ~OmE of thE Danubian countriEs off thE 

cont~ol rock ~f oossiblE undEr thEir own stEam or if 

not r:ith thE ll~lp of forEign c:-Ed1ts and t rinp; thEm 

into l inE with thE tripe.rtitE mont tnry dEclarat ions , 

119 

I inquirEd whEthEr h s ini tiativE was to b E conaidzrtd 

an altErnativE approach to t hE rtcommtndutions which 

Van ZEEland would prEsumably makE shortly a.nd hE rEplit t\ 

dt: initEly not; tha t whErEas hE had not sEEn Van ZEEland 's 

rEport or talkiEd EithEr with FrErE or V~n ZEEland, hE 

did know that FrErE had bEEn t h inki11g along thESE samE 

gEnEral linEs and that Van ZEEland ' s rEport was to bE 

ET.oEcttd in thE nEar futurE; hE assumEd that Van ZEEland 's 

rES1gnation would in no way affEct his rEport, sincE hE 

had b EEn appEalEd to by FrancE and GrEat Br itain undEr 

t hE t ripartitE dEclaration as an individual and not as 

a chiEf of govErnmEnt , 

As for 
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RB -2- No . 672, OctobEr 27 , 11 p , m. SEction Two from 
London 

As for thE 8\\pEroEssion of Schacht it probably 

would EvEntuatE in a morE rEalistic position, that 

i s a Nazi systEm run by Nazis and that in turn might 

wEll mEan that things in GE~many would havE to gEt 

worsE bEfor£ gEtting btttEr . 

S!'S 

I am mEEting with Phillips tomorrow . 

END ~ESSAGE . 

BI~Gt'AM 

0 v l .l 

.. 

. ' 
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K.U.Jr: 

Burgess: 

H. II . Jr: 

a: 

H. II .Jr: 

a: 

H .!.I . Jr: 

a: 
H.I.I . J r: 

a: 
H.M. J r: 

B: 

H . 1>1 .J r: 

B: 

H.I!.Jr: 

B: 

H.M.Jr: 

B: 

H.loi.Jr: 

a: 

H. II.Jr: 

B: 

H .M.Jr: 

• . . 
October 28, 1937. 
10:16 a .m. 

Hello 

Hello Henry. 

Good morning. 

I Just thought you'd like a !lash this morning 
beoause ot this change in the marg in r egulations . 

Yes. 

It has been very wel l received. The stock market ie 
up one, two and maybe three points . 

Row muoh? 

One or two points. 

Yes. 

And sometimes three, on s ome issuee. 

Yes. 

The high grade bonds are up a halt a point. 

Uh-huh. 

lfj 

Up to a halt a point, and t he second grade bonds are 
up a littl e. 

Uh- huh. 

And they're active~ eo our market ie opening about the 
sa.me as last nights close. 

Uh-huh. 

With a good tone to 1t. 

Good. 

The people we've tal.ked to seem to like t hi s action on 
margine. 

Uh- huh. 

I think it's going to make a good impression. 

Well, that's !1ne . Well, thank you very muoh. 
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a: 
H. W.Jr: 

All r1gh t, Henry . 

Thank ;you. 

- 2 -
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Operat or : 

H.M.Jr: 
Seoy. 
Wo.llace: 

!l .I.! .Jr: 

W: 

H.IJ .Jr: 

W: 

H .u .Jr: 

IV : 

H ••• • J r: 

W: 

f! .N.Jr: 

W: 

H . !~ .Jr: 

'II : 

H.M.Jr: 

W: 

Go ahead. 

Hello. 

Hello 

!lell o Henry. 

October 28, 1937. 
10: 39 a . m. 

Yes . Why, I was just calling,Henry, to say I' d got 
back in t own again and was a t your service at once . 
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f/ell , here 1 s the ai tua tion . We 1 ve r un into quite a 
problem on RFC you see, and I've had two mee tings Wi th 
Jones, we• re meeting again this afternoon, and the corn 
loan and Intermed- Commodity Credit is all tied up 
with this RFC thing . 

Yea . 

We hope to come to an understandine this afternoon, 
you see. Now, a s far as the thing goes, the llne 
we're taking , is that - just what the original agree­
ment wae t ha t Bell had t~lth Tapp, namely that RFC 
would make a commitment t o Commodity Cr edit pending 
a me'lting of t he Congress and get ting Commodity Credit 
set up as an inde oendent agency . 

That sounds like a good - a good approach . 

Then - then th e ques tion as t o the amount of t he loan 
and all t hat, why we simpl y wouldn't be in on t hat you 
see . 

Uh- uh. 

You see? 

I see . 

So I would say that certainly by this evening a s far 
a s Jones, Bell and I are cono~rned , we'd come t o an 
agreement, and I'll call you when Jonee leave~ here . 

How's that? 

I'll call you jus t as soon as Jease Jones l eaves here. 

I see . 
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H.lii .Jr: 

W: 

H.II.Jr: 

W: 

H. I!.Jr: 

1¥: 

H.M.Jr: 

W: 

H • .J.I .J r: 

'li : 

H.U.J r: 

W: 

H.M.J r: 

W: 

H •• • J r: 

W: 

H •. J. J r: 

W: 

H.JJ .Jr: 

W: 

H.M.Jr: 

- 2-

And let you know where the matter stands. 

Uh-huh. 

He's due here at three o'olock. 

I see . 

You see . 

I see. 

But I've got to fir s t straighten out RFC. 

Yes. 
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And then what we're suggesting and what we've drafted 
ie a let t er for t he President to write t o Jesse, which 
would cover both RFC and its commitments to Commodity 
Credit. 

It will be a l etter t hat will be made public. 

I should think eo, yes. 

And it would have to do with r egard t o the legislation 
that would be needed. 

It - it would point the way. 

It woul d point t he way, I see . 

It would point t he way . When we've agreed on- on the 
thins , I' 11 read the letter to you o•rer the te l ephone. 

I'd like to have- I'd like to have Tapp listen in on 
that, if that's all right. 

sure, or better - so that you can get it, I'll send you 
over a copy of 1t . 

Oh, that would be fine. 

Before it goes to t he President. 

Good. 

How's that? 
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11: 

H.!L. J r: 

W: 

H.!A .Jr: 

w: 
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That'll be t1ne. 

To make eure that everything that you want 1s 1n 1t. 

Yes. 

Is that all r1ght1 

Be eplend1d. 

Thank you. 

All r1ght, thanks Henry. 
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E CO RRESPON DENCE 

"CDI!RAL. RESERVI! BAN~ 

OF N E'W YO RK 

DATE-____ ., l.ll'ro 

SUBJECT· ,.. ,. OIRDUH._ mB 

01' IIOW.t. 

I aalle4 lb-. lle1\a a stall '""'· 

~poke to bill lan we had reeet•e4 a fllnhar tto,ooo,ooo wll'\h ot 

trc. lap• •4 that aMiUODal three lh1.-Ma, total.111c tho 

, .. , aiiOIIJlt, ware Rill • tho WJ". After tbaaa ldtor lh1.-•t• wen 

reoeiYed, tho to\al r vat n b..S -... tr. .Jape etaea Jlanb ot 

raar 11U11lcl ba talo,ooo,ooo. Bol\oll th0111111ht tba lap•••• -n, 

all tha .. loaaaa, be Hall.7 clo• to bact roelt, blat I tolcl bill 

as tar •• I r••bare4 \ba fi«araa, thll)' ~d loaa applrOS1anol7 

111otber taoo,ooo,ooo batora \hl!f' were •Urol7 nrippacl or ...tlabla 

(.leoordlDc to 0\lr racoria, tho _, nW an.Uabla 1a anuailT 

tHo,ooo,ooo, 1a add1U• to 11b1oh tha Bak ot lapm bolcla IIIO,ooo,ooo 

wbicb ara Daaclacl •• .ta\a\01'7 OOYor tor tba .Japma .. aote e1~d1•.) 

Bolton ••Uoee4 \hat, •• tar •• ha waa aware, \bora h acl bae DO aalaa 

ot dollar• 1a tho lGldae aaft:a\ br \ha .Jap•••• tor UIQ' "*•· I re­

plied that tba Yoftb•• lpMia Bait ha4 bae a ataad7 md ta1rl1 ...._. 

atant1al 'llla7ar ot narll.aa 1a \hia aasa mel thd I rather \bCIIIIIIIb\ 

llterllDc '1101114 -•111•• to raoat•a aapport trc. •• Ia.-- JIU'Ciha•••· 

Bolton -.caned that -\her _.rea ot ..,port tor a\erliac wu a "IC 

rroa Bw1taar~ct. !bora ,., ao daaM, he aa14, \hat ha1U•• eap1\al, 

which .,., 111 1ft York •ctar lw1a1 ~a•as, n1 ..,.,U, 1a\o plcl 111 .._.__ 

I aeaUoeact that tho ts.cara• ....tlabla to •• bora 111diaa\ .. -• ll.U.._ 

t1oo ot 111r111 o•e4 clollar bal•••• 11b1eb t.r tho t• "*' •41111 

October 10, had,... clo• u.t tJ.•,ooo,ooo. Ill a441tf.OD, tho 1111u 

aeec~~ ed to b•• b .... u •all•• ot ODr •-riuaa. I .... rat .. " 

to 1enra1. 'n1m oUJ.aa apao'dna ot 1111aa ..U W:71a1 ot plL ,_.,~ 
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SUBJECT! fW, ••. ,., -~~·-

-- ••u or WftLM•·- __ 

• I • 

all hill b-.ka 1101J ._ .. w ba ent•• 1D \hia field, 

t he hill laUODal hak -a Ul•, Wldoh .-t•• w14eU:r ha4 cm.a, .. 

1U teebaitaa •4 waa aow bi71DI ahrlilll e4 ._.11'\i.Da • hu narli.Da 

1.Dto 1014 wUh •ha B.U at .._,... •• 

•• 41Hilaae4 \ha lreab hello ai\uaUOD. Bol\ea •-ed •o 

\hat Cha\-.a1 apaeell lan luadq ha4 \lll'lled \ha traao ...u oa 

bHwaa ot Ilia 4•111 or AliT 11041noa•t• or tl!la 40-hftr won 
~ -· 

and or hia pn.iaa or •h• Popalar J'reat 1D Ua prtaet rom, 111b11h 

•••••ed to ht~Ya 41aappo1D\e4 tl!loaa 1lbo tel\ thn tor l*lfideaa \41 be 

Cl.t'illitel:r I'Mnul111le4 a II .. poUUaal OODIUUaUOD1 leai.Da a 11\Ua 

to the riaht, w.l4 be IIHaaaar:r. Aa a rallllt or \hil apaaeh ' h• 

ha4 waakeed to Ul, witl!l a eerhi.D .-nn\ ot -1..-.laUoa 1•1Da 

nwerthalaaa \he teal1Da a-ad \o 111D 1row1d tha' U na 41tt1nU 

dapreaa \he cnll'l'e417' bqoa4 110, u 11b1oh lwel it 11•ed w hi!Ya 

ral tanora ot nrt~~~tl!IJ 1D other wort .. leO b .. lll w look l.U:a -.­

or a 111\unl bo\\oa tor \he llln>811417', at laan 111ular pre••• aaau­

n wai?~roWi.Da nalJ.aaUoa or \hia tan 11b1oh had oauaa4 \ha 

rn•et 1D tl!le n\a lua ha84a:r e4 oa Wa41laldq. 011 lloada:r _. 

JUt•HllJ' 'h• Buk ot J'Haea he4 loft h...U,., \he to•al loll tor IIODU,. • 

e•da:r probablT .... uq -. abcld u_ooo,ooo. 
t alked Whfther tl!lera waa ~ 11 .. to ba reported abed 

uian 1014 md hl\08 r.,Ued Via\ tl!la laen•• ha4 110' bee 11aar tb• 

naarl:r three ..uaa. Ylur ba4 • 1olt 1D "-._ a\ all aow •4 ha4 

Dotl!l1q '- tba .... ot ... 11114 a'lloll\ llliPPi.Da •7' •ra. Ia WU 
of 

-·~arllla tbiUlar all taata ,.u, •• ba4 heu4 J11CC • •lbi1D rae•• -tlul, 
...... .,. at ..... Regraded Unclassified



ltr e . E. 
Jar1 t:r.k1: 

H.I.!. Jr: 

J : 

H.!.! .Jr: 

J : 

H • .IL .Jr: 

J : 

H.M. Jr: 

J : 

H .1.\ . J r: 

J : 

H. IL.Jr: 

J : 

H. ll. J r: 

J : 

H. a& .Jr: 

J : 

H.k . J r: 

J : 

H. !J,Jr: 

J : 

H.M.Jr: 

October 28, 1937 . 
2:08 p . m. 

188 

I was wondering whether it wae possible to give her 
any information about sending out a notice that would 
reach a wider area than a notice which hae been eent out 
a lready from New York and Penneylvania. She understood 
that there was some place in Washington and she didn't 
know Just how 1t could be worked or Just how to go about 
it . 

Yee 

Anything that she can do. 

Well, how - where can she be reached? 

Where oan she be reached? 

Yes. 

At her - at her home at SohuyleP 4-1449 

Juet a minute . What's her name . Is 1t Mrs -

Mre. Sarah Bernheim 

Mre. SarlhBernhe1m - and what 'o - what's her telephone? 

Schuyler -

Schuyler -

4-

4-

14-

14-

49. 

49. Now eee - Mrs. SarlhBernhe1m, Schuyler 4-14~. 

That's right. 

And her boy disappeared last night? 

Yes, he was at the Georg~ School. 

I see. 
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J: 

l!. t.I .Jr: 

J: 

H.ld .Jr: 

J: 

H .I.! . Jr: 

J : 

H.U.Jr: 

J: 

H. M. J r: 

J : 

H. IJ . J r : 

J : 

H.M. Jr: 

J: 

H.M.Jr: 

J: 

H.W.Jr: 

18S 

- 2 -

And he wae hitchhiking 
hapoened, and he 

to her, -

And-

or something, something 
walked up 

I mean he lett some sort or a note, you see. 

Has she reported it t o the pollee? 

She has reported it through New York and through 
Pennsylvania, but she was told that the wlder area 
that could be reached, the better. 

Uh-huh. 

She unders tood that in Washington there was some way 
ot coverlng a largerarea. 

Well, I ' ll get ln touch wlth the head or 
Secret Service lmmedlately and I'll have hlm contact her 
and tlnd out what he can do. 

That ' ll be terribly nice Henry, because -

She 111 hear -

She ls in an awful stat e, and I 'dldn't know what to 
do about it. 

Well, she' ll hear trom somebody withln ten mi nutes . 

Oh well, that's swell. 

Now, how are you? 

Oh, I'm pretty well, but -

I ' ll be glad to do what I can, Elsie. 

Well, it's awtully sweet or you. Thanks a lot. 

Uh-huh. 
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Stcr£t~ry of Stat£ , 

Washington . 

673, OctobEr 28, 6 p . m. 

GRAY 

London 

DatEd OctobEr 28, 1937 

REc 1d 3 : 13 p . m. 

FOR TR£ASURY FROlA. BUTTERt/ORTH 

ht a mEEting at t~E British TrEasury today Phillips 

bEgan by com:Mnting that thE rEcEnt f all in British 

s Ecurity pricEs bad not bEen drastic ; furthErmorE, about 

a !'ortni-ht ago t h £r£ wErE oign1 of good invtstiliEnt 

buy1ng of British industrials and last WE Ek giltEdgE 

ltfl.S 11:<£\"lis E fairly WEll supportEd. As far as thE 

British Economic outlook was concErnEd, thErE nas what 

might b E tErmEd a "paus £11 ; not that ac';;i"l'ity was r.ot 

hish b-.1t that long tErm ordErs had C.Efir.itElY slackenEd. 

I rrftrrEd to thE fact tl'..at a 0ood oany pEoplr. in 

thE c ity with whom 1 had t~lkEd SEEmEd nCJII to aSSULIE 

that thE p tak of Dritain 1 s recov Ery movtmcnt had b£En 

pa3SEC\ a t , s"s:y, coronation t i m£ , and that whErEa s no 

drastic dtclints WErE txptct£d it was thought tha~ tl~ 

trEnd of activity \"lould slOI'lY but surely go down. 

Phill.ips said ht did not agrtt with thE 01)in1on; that 

in his viEW t his was a moment of pausE , not of rECEssion; 
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EG - 2- }673 , OctobEr 28, 6 p . m. frorn London 

that ghErcas thE fourth quartEr of thE year would 

probably comparE somEwhat unfavorably with tht 

sEcom, t b.r..t by no means meant to him thE bEginning 

of rEcession for the prEssurE of an Extraordinary 

amount of ordErs placEd bEfOrE and during thE sEcond 

quarter h od beEn unusual . Of coursE therE wEre ad­

justcento and changEs going on now wtrE simply 

varying rtptrcuss ions such as tr~ dEoliD£ in 

rEsid tntial tuilding in thE South of Eng land, 

balc.nccd t o sOillE t x tcnt by an expansion of building 

in gEneral in thE North. Phillips maintain£ d that 

~;hat to him was thE t:~ost intErEsting quEstion nos thE 

mannEr in which thE pausE would bE tErminatEd in 

anothEr f orward 1.\0VEmrnt and hE gavE thE imprEssicm, 

rEpEat im9rtssion, that hE fElt fairl~ c~nfidEnt that 

thE paus.: would b£ so tErminat Ed . 

At ,·~gards Fran:: t hE had f ounl. on his rEturn 

that thin;p bad sEttlEd d otn somEwhat both financially 

and !)Olitically. HowEvEr, no largE amount of capital 

bad bEen rEpatriatEd, probably not mor£ than 25 nillion 

pounds, sincE thE last dEpreciation Which rEpre sEntEd 

short covering and rEpatriation on thE part of corpo- _ 

rations which nEEdEd thE t~oncy for O'OErativE purposEs . 
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I n gEnEral Phillips stood by thE Estii:BtE of thE coursE [--. 

of 
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EG - 3- ,'~73, October 28, 6 p . m. f r om London 

French events which h£ had expressed in Washington 

and otill thou3ht despitE recent signs of improvement 

that ~t ~as entirely probablE but by no means certain 

that thE franc would ha vc to fall further before this 

phase of the French situation was terminated. 

Phillips askEd whEther I lmElf if CoolidgE EX­

pect£<! to cane: to th£ November meeting of thE Finance 

Committe £ of ~~ Le:aguc; hE said if not hE assumed 

Ricfflcr \?ou:..d attend. Bt e.ddtd he had bttn studying 

th£ agenda which seemed to look to the scttltmtnt of 

moot of ~~E problems of the world in Btncral and those 

of ~ulsaria end Hungary in particular . 

BINGlUl4 

KLP : '; :c 
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P.lRUAL 
P.lRAPHRASJ: OJ' TELUWl REOI:tnD 

FROIII.; .laert can Jllllbaeey, Paris, France 

DATI; October 28, 1937, 5 p.a. 

BO.; 1537 

,If 
J'ROIII. OOOHR.Ur. 

Yesterday t he French control cpent 83,000,000 trance 

foreign exchange to impro-re the spot rate of tranc- eterlingJ 

the control followed the aaae tactics today. I t bad sold 

three quarters aillion pounds up to 5; 00 p ·•·, and bad 

-· ~ been able to buy ~·~Ill'! t h1& amount including one 

order for 180 ,000 pounds in b ehalf of one of the Frenoh 

railw&ye. Therefore the d&y1 e net lose will probably be 

a little leaa than yesterday's lose. 

I have been confidentially intoraed that late this 

a ft ernoon the lll.inieter of Finanoe finally roached a decision 

to choose Bi zot o-rer Rueff tor the position of Vice Go-rer­

nor of the Bank of France. Thia poet was •de faoant 

by Guiraud' s transfer t o a nother institution. This appoint­

ment delights a y friends; Bizot , as you are aware, ie aloo 

a good friend of ours. 

Statement of Bank of France as of October 21 showed 
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PB - 2- No. 1537 , OctobEr 28, 5 p .m. !rom Paris 

showEd no changE in gold holdings and no nEw advancEs 

to thE statE; covEragE 61 . 69 vErsus 51 . 28. 

I t i s announcEd that CrEdit National loan has bEEn 

fully subscribEd and closEd. From Zurich I havE word 

that thE Swiss banks which took (?) 70, 000, 000 of thE 

2~,000,000 Swiss franc loan to t hE FrEnch rai l ways 

havE not bEEn ablE to pass on all of thE r~indEr to 

thE oubLic ~~d that thESE bonds which w~rE offErEd at 

99 D.l'E n.JW bEing tradEd bE tWE ED baMs at 97 < 

Svtis3 con·~inuE to SEll dollars hEavily as rt.:ult 

1~4 

of ;soss 1p on !::uroptan l!'.arktts that nE(~otiat1c.ns arE undEr 

way b Etw£ En Br itish and AmErican TrEaS'-'"Y of!" i cials for 

raising t hE GOld p:'icE and dEprEciating both ~urrEnCiE~ . 

~wiss Bank Coroorst1on a lonE is said to ;~vE purchasEd 

5~0 bars or gold in London today with ~,.ocEEds of dollar 

salts . qElga holding its ground rathEr wEll. 

Prz""lch markEt s EntlmEnt " liV;lE En~ouragtd by 

1rrprovEmEnt in FrEnch t ax rtturns tor SEptE~bEr and in 

latEst statEmEnt of saving~ banks, but trading is light 

and hEsitating . (END GRAY). 

BULL ITT 

' . 
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H .w.Jr: 

Operator: 

H. I!.Jr: 
Secy . 
Wallace: 

H. l! . Jr: 

W: 

H.!J.Jr: 

W: 

H. ! .. Jr: 

W: 

H. M.Jr : 

w: 
H.l . J r: 

Yl : 

H. L Jr: 

W: 

H.M.Jr: 

VI : 

H. hl .Jr: 

W: 

H.W.Jr: 

Hello 

Secretary Wallace. 

Hello. 

Hello Henry. 

How are you? 

Fine. 

Go ahead . 

October 28, 1937. 
5:50 p.m. 

1~5 

Henry, I will read slowly over to you the - what we've 
got here.. See, which we.' re in agreement on. 

Yes. 

And if it isn't perfectly clear, why you let me know, 
see. 

Yes. 

I won't read you the first part, which applies only to 
RFC, see. 

Yes . 

" In addition to the foregoing , there has been under 
consideration, as you know, Commodity Credit Corporation 
loans, including corn loans, as gregati ng approximately 
eighty five m.illion dollare.• 

He - you say he raised that ten million, did he? 

Wel1, we want to include your prunes and peanuts. 

Oh, yes, sure. 

See. 

That includes the prune s and the peanuts, too, doeA it? 

Prunes and peanuts. 

And dates. 

And pickles. 
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W: 

H.M.Jr: 

11': 

H. J.. .Jr: 

W: 

H. lo! . Jr: 

If: 

H. IJ .Jr: 

W: 

H.M.Jr: 

W: 

H.M.Jr: 

If: 

!i.ll.Jr: 

1~6 

- 2-

Yes. 

And Jesse said popcorn. 

Popcorn. 

Jesse's sitting here . Popcorn. 

Yes. 

No, no. Is it popcorn? 

No. Ten million dollars . It's for ten million. 

Yes . All right. 

The miscellaneous . 

Good. Go ahead. 

"I have decided to recommend"- t his is from t he President 

to Jesse, you see. 

Yes. 

"I have decided to recommend to Congress, as soon as it 

meets, legislation which will provide the Commodity 

Credit Corporation with ample capital, and with 

authority to raise the funds necessary for its operations 

through the sale of its own obligations. This legielation 

should authorize annual appropriations to be made avail­

able t o t he corporation to cover any i mpairment of its 

capital as shown by an appraisal ot its assets from year 

to year. Under this plan each year's budget will reflect 

the losses, if any, sustained by the Corporation.• 

Yes. 

Any que stion, so far? 

No, it seems to be going fine. 

All right. 0 Tb1s year's budget as revised by my 

summation of October 18th, contains an estimate of 

one hundred million dollars for Commodity Credit, which 

should be adequate to cover the needed capital for the 

fiscal year 1 38. Pending this legislation 1t will be 

necessary for the RFC to provide for t hese loans in an 

aggregate , of not to exceed eighty five million, the 

loans to be made by the Commodity Credit ~orp . as in 

former years with a definite commitment from the RFO 

to provide Commodity Credit with the necessary tunde. 
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W: 

H.loi. Jr : 

1!:l7 
- 3 -

These loans should only be made under regulations pre­
scribed b~ the Secretary ot Agricul ture with my 
approval. Paragraph . "When the legislation referred 
to has been enacted the RFC will be relieved ot this 
temporary commitment and reimbursed tor any advancements 
made thereunder.• That's the whole story . 

That last - refers to the future. "Any advancements 
made t h ereunder•, that refers to the ei ghty-tive 
million? 

Yes. 

Just to the eighty- five mill ion. 

That ' e all. 

I think that should be made clear. 

Well. 

That particular point. 

Let me ask Bell, he's sitting here, may I ? 

Yes. 

Jus t a minute. What are you t hinking about, the cotton 
loan? 

Yes, I was thinking about the past. 

About the past. That's - we weren't going to do that. 
Just a minute, I want to ask Bell . Do you mind 
waiting a minute? 

Fine. 

What these gentlemen say here, - I've got Jones, Bell 
and Taylor here - you can only pay them back what you 
got, and i t they should call on you tor what you haven't 
got, you'd have to come to the Treaeury any•aY• 

Sure. 

They think this ie all right. Oliphant has been over 
it too, he thinks it 's all right . 
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w: 
H . r:. .Jr: 

w: 

H. to .Jr: 
Jesse 
Jones: 

W: 

J : 

IV: 

J : 

IV : 

J : 

W: 

J : 

W: 

J : 

IV : 

J : 

11': 

J : 

W: 

- 4 -

J esse -

Would you 11ke t o talk t o Jesse, he' s r i ght here. 

What I wondered was, if he felt safe with regard to 
hie present cotton situation, if he thought he had 
enough money to swing hie cotton . 

I'll let him talk to you himself. 

Hello 

Hello. 

Yes 

How do you reel this leaves you with r esoect to your 
cotton? 

Well, I expect, - I don't know, we had some twenty 
ei x or seven million dollars equity when we started 
on that loan. 

No , but I mean -

This eighty five million will be for your corn loan, 
and t he prunes and t hings. 

1~8 

But I thought you felt that - that one hundred and fifty 
m1ll ion we had for cotton might not see us through . 

Well we've said, Henry , 11ke it or not, t hat - we're 
going to take care of the cotton man . 

So you f eel t hat ' s t aken care of and doesn't-

Oh absolutely . 

That 's taken care of and doesn ' t need t o be covered in 
this letter . 

Does not, no, no . That's all r i ght . 

Yea. 

You see, t hat' ll be taken care of with the - with what 
we ' ve now got i n the hundred mill i on dollars. 

Yea . 
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w: 

J : 
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W: 

J : 
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J : 

W: 

J : 

W: 

1~9 
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You sse, we are going to lend the money for thi s hundred 
million - for your eighty five million dollars 
temporarily. 

Yes. 

I don't think there ' s anything left undone . 

You f eel that this - you fee l this is safe. 

I think it'e perfectly safe and j ust like it ought 
to be. 

Fine. It sounds -_sounds all right to me, but somet i mes 
IW 

Well, we've been working here for a good many hours, all 
of us, and you're new, and it's natural - I am glad you 
brought uo the poi nt . 

Well . 

But we all feel that's perfectl y - I'm perfectly 
satisfied with i t, Henry. 

Fine. Now, do you have an extra carbon or that over 
there now? 

Well, it ' s here with Henry. 

I' d like to - I j ust s imply would like to show it to 
Jesse Tapp this evening , if there's a chance to ge t 
it and show it -

All right , where do you want them to send it. 

Well, I Jus t - tell you, i t could be sent t o - if you 
could have a messenger send it over to me at the Press 
Club, I ' m goi ng to be over at the Press Club at a 
little banquet there t his evening at e1x th i rty • . 

All right. I t' ll be there. 

Thanks . 

All right, Juet a minute. 

Yea. 
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(Aside: H.M.Jr: Ask him if we can tell the President 
that it's all right . 

Jones: I beg your perdon. 

H.U.Jr: Can we tell the President 1t 's all right? ) 

Henry wants to know if it's all right to tell t he 
President this suits you. 

Well I would like to have - Jesse Tapp is going to 
be with me at thie banquet, I would like to have a 
chance to hear what he said . 

Where is he now? Where i s Jesse now? 

I - I don ' t know where he is now, but I am going to be 
seeing him at six thirty. 

Uaybe he's t here now, maybe you could get him. 

He might possibly. be over, although I don't think it, 
because it doesn't start unttl six thirty. 

Henry says come on over here and bring Jesse Tapp. 

I'll- I' l l eee if I can get hold of J esse and send 
hlm right over. 

All right. 

Fine. Just a minute . 

Hello. 

Say, I understand that JesAe Tapp has gone to a 
hoRpital and won't be on hand unt i l six thirty. 

He will not be. 

Yes. That is, he's l ett the offi ce, sto~oed by way 
ot a hospital on his way t o this meetin& at six thirty. 

And you ' re goi ng to see him at-

I'm going to see him at six thirty, yes . 

At six thirty . Just a minute. 
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(Aside: H.M.Jr: If Henry would call on you and me 
tomorrow morni ng . 

J: Yes, or he's goi ng to be over there at six thirty. 
-- - - Well, I ' ve got nothing else to do exoept, let ' s 
get i t behind us and do eometh1ng else . You're going 
to leave to'lfll, eo am I. 

R.M.Jr: You're going to leave town? 

J: I'm going to leave tomorrow. 

R.M .Jr: Couldn ' t Henry Wallace let hi m know the t1ret 
thing in the morning? Let th1e go tonight . 

J : I don't mind going over there at six thirty and 
meeting him . That isn't but fifteen minutes.) 

Hello? 

Yes. 

I'll meet you over t here, with a copy of t his letter . 

Well, that ' ll be fine . 

Six thirty. 

O.K. 
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ACCOUNTe ANO D &ro• tn 

TREASURY DEPARTMENT 

WASHINGTON 

October .26 , 1937. 

In x:e: Con~erence .. t 3:00 P. Jll. tocla,y between Secret&z7 

llorgentbau and Obairman Jonea ot the ReconetruoUon 
71nance Carporation. Alec preoent, ~aia~~ 

Secret&z7 'l'a7lor, Kr. Bell, J.ct1ng ])1reotor ot 
the Bw14:et, Kr. Oliphant , General Counael , end 

Ur, Bartelt , Commiasi oner ot Accounta and D!poaita 

-.....- w .. 
• 5 0 • 

Saoretaey llorgent hau c~erred today wlth Chai......, Jon" reprd.-

in£ the problema controntinc t he Reconstruction !1-~c• Corporation &a 

a r eau.H ot the atatecont ot t he Preaident in hia :Bu4cet SUCII:'<lt10D tor 

1938, regarding the tu.tu.ro policy with respect to co!llllitmenta ot the 

Reconat ruction !'inance Corporation, reading a a tollowa: 

"Reconatructicn lil!al!Ce Oorpo;:atiOJ!. - On 
Septamber 30, 1937, t he Reconatru.ction 71nance Corpo­

ration had on ita booka undhbu.raed colllllitmenta in 
t he aw-epte wa ot $405,000,000, u:olu.alve c t u,o.. 

diabu.raed atatutcry allocationa to Pederal acenclea 
and ot acretllllenh t o purcba .. aeou.ritiea troa the 
Public Worka A.c!JUnhtrat1on. Thea• liZldlabu.raed co.., 
mltmenta , howeYer, includa $149,000,000 in the nature 
ot conditional acre-h. a larce part ot which ulti ­
l:latell' will be cancelled.. lloreoTer. it 1a probable 
that the P.econatru.otion Plnance Corporation will DOt 
be called upon to IIIO&t all llt ita other comdtmenta. 
The detaila ot theae coi!Ditmenh ar. ahown in t he ~ 

pendix aa Rxhiblt .t.. 

-while the cancellati on o~ auch coCMit~ta 
would not ot ihelt rotu.rn monq to t he public 'l'reaauey, 

the ultinate ~teet ot such action would rel1e.,. the 

'rreuurr ot a nbatl'll1Ual potential l!MUUJ, and t o 

this extent ti>a Jtu4cet outloolt would be 1JI>roTed. .U 

' 
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a means ot reducing ~hia 11abil1t;r, and ot avoiding the 
oubatitution ot other 11abiliti ea therefor, 1 have d~ 
temi!1ed that no further coi2D1 t menta ahould be 1118de b:r 
the Reconatruotion 71nanoe Corporati on, other than tor 
administrative expenaea , and that the mone:r repreaen~ed 
by eoiSil. tmenta now on ita boola, which, tor one r-n 
or anot her 111111:/1 l&~er be oanoelled, ahould not be uaed 
tor expenditure on other co:rmit11181lta , but be coq>let el;r 
cleared troa the boolta , thUI insuring the elimination of 
auch potentW ohorgea "6"inet future budf;eta, 

1 1 have alan determined that the liabilities carried 
upon the bookt of the Reconst ruction lin&nce Corporation 
in the nature ot undhbureed allocati on• t o Jederal ~ 
che should not be uaed except to Met unavoidable r~ 
quiremenh ot e:datin& law. • 

nu-1ng the con.terence the Seoretaey reternd t o the letter ot 

Chairmon Jones , dated October 11, 193? , with which was transmitted the 

det ailed list of commit menta of the Reoonetruotibn Pinnnce Corporati on r~ 

! erred to in the Budget Summation. In thia letter Wr, Jonea aaid: 

•In &ddi tion to the col!lllitmenta liated, we have in 
a licl.ted INlllber of caaea ~eed that we would lend Wider 
certain cirCW~~~~tanoea but the n=ber or amount of such 
tenta~ive coandtmente is not large enouSh to have a 
material ef fect on Traawur:r requirementa. Some loan• 
that were in the making rove taken definite torm since 
September 30th Md oth~re are coming in trom the &&eD­
ciea that we in all probabi lity ahould make, All ot 
tbeae , however , probabl y wil l not aggregat e more t han 

$35, 000, 000. 

•It 1a not unlikel;r that reilroadl wUl need &01118 

further aeaiatance, particularl;r in reor~icationa or 
to aid in the purohaae of equipment, 1 

!lite to miacarrtace :u>d ::lisunder atanding, it 8J>Pe61'S that llr, Jon .. • 

letter o! October 11, 193?, (:!lxhibit .U waa not aeen b;r the secretar:r 
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until October 26. !he oirewutallc .. eurroundiJlc the delbe%7 of the 

1 et ter lire explained 1n 11 memorancblm of 1lr, Bartelt to the secret&%7 of 

t he 'l'reaaury dated October 26, copy of which 1a attached hereto ae Ell>-

hibit l!, The Secret&r)' ahowed tbie a1a1110randum to lo!r, Jones, 

In a prelim1.n.&rJ' conference precedinc the conference between the 

Secretet7 and Ur, J one a there aeeoed to be aome ditterenoe of opinion, 

or, at least , aome doubt in the minda of t he 1're&aur)' offici&la aa to 

Just whet wa• meant b;y t he aecond ~h of llr, Jonea• letter of 

October 11, and. whether the $35, 000, 000 referred to t herein cOYere'\ all 

o! the conmi t•ente referred. to 111 aaid. paracrapb. 

Aasistant Secretary Taylor referred to t he letter aa a perteot 

0hec~&e • letter, the effect of which, as I W\derotood llr, 'l'a;ylor1 a re,.,.rlca, 

would pouibly r elieTe the ReconetruoUon finance Corporation of an;r 

reaponaib111t;ywith reepect to an;r d1.ffioult1es which might ar1ae 111 

coonection with the aotlon taken b;y the Preaident. It 1a belined, how­

ever , that 11 careful readln& of t he pal"l~Q&pb, 111 its entirety, would 

lead t o the conclusion that the $315, 000, 000 covered all cOIIIIDitiDBnta 

referred. t o 1n aaid pareQaph, includin& thoae which the ChaiT!ftiUl a&id 

were comlnc 1n trom t h e agenciea and th&t•we 111 all probability ahould 

r<lke•, It later deTeloped 1n the conference rlth llr, Jon .. that failure 

to take apecial note of the letter of October ll , 1a not whnt would 

r&ell;y cauae e=barraae~t in the present a1tuat1on. !hie rift would 
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• ••• to be tnrther .. tablhhed b7 t he atah-h contained 1n 11r. J oo .. • 

letter of October 23, (hhibit 0) addra .. ed to the J>r .. id&t in which he 

lhta a ou.ber of additional H•• which should be tlllc& care of, ~d 

1o a later aeao.randua, dated October 25 , ( hhiblt D) addreaaed to the 

Pr eaid1111t and t he Sacre t&r7 of the fr .. IIUJ'7, llr. Jonea retera t o _.., 

furt her comdtatlllh which •:r baTe t o be aade, DOtabl:y for additional fi­

nancial e uiatanee requJ;red b7 banka. He aaid t hat a 900 banka out of 5,100 

are aoW>d, and that the othera • oaed ll!lrliDC and watchiDC". 

Sacret&r7 llor~tbau appeared to be doubtfUl aa to Jua t what waa 

tbe &ituation in Tiew of t he Tarioua letter• and ....,r ... da of the ll~ 

eonatrucUoD ;iD&Dca Corporation and be, therefore, requeated llr, JoD .. 

to review the whole altuatioD, itea b7 ltea. 

llr , Jonea laid particular atreoa upOD t he Deed ot add1t1 oDAl aa­

dat8Jlce b:y banka ( aa referred t o in hie -orlllldua at October 25, aupra) 

&Dd t here waa •oae dhcuu1DD aa to whether the :r.D.I .C. lligbt be able 

to belp out tbrouDI t he purcbaae of the aaaeta at eertaill banks UDder 

reorg&D1aat1ona, 110 daf1D1 te coDcluaion wac reached a a to what aipt 

bo done in t hla connection but 1t waa agreed that t he matter should be 

given careful coneiderat1on. 

llr, Jonea referred to the railroad a1tuation but did DOt 1ndioah 

how IIUcb would be requir ed. He alao referred t o the ratarenca in hie 

leHer of October 23 , t o t he affect that tha :rederal Houa1Dg .A.dalaie­

t ratbr feela that i f the OoTernaent abonld diaconti~e ectirel:rbu71Dc 

mortgagee it would aarloual7 i nterfere with the coDatractlon of D .. 

boca~ but 11r. JoDea' attcUDD waa called t o the fact that under the 
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President 1 a diNe tiona tiD Ollllounced in the lluc!£at Sum:oation the R&­

conatruetion Jinance Corporation would not be prohibited trom ~ al­

locations to the Jederal Houaln& Acl:o1nhtrat1on. :rurther, the detailed 

list of Reconstruction J1DaDca Corporation commitments &I of September 

30, 1937, include commitment& of 10ma $63, 000 ,000 to the R.J.O , llortpee 

With fUrther reference to t he letter ot October 11, (EXhibi t A) 

Secretc.ry leore;entho.u abowed to l!r, Jonea a memorandum trom J.!r. Bartelt , 

(~ibit !) dated October 25, reaclin& in part aa follows: 

"Although the detailed atat.,.,nt of outatandinc 
coCI:Ii tmenta referred to 1D the twmat1on 11 &I of 

Sep tember 30, 1937, the Summation was not awroved by 
th& Presi dent until October 18, It seems to me , there­
t ore, thtlt the Preaident'a cleterm1Detion not to make 
turther commitments datea trom October 18 rather thaD 
September 30, 1! th1a 1a the p roper auu~~~ption , it 
appeara that &II¥ coa:dtmenta ooacla by the Recon1truct1on 
!'inance Corporation between September 30 and October 18, 
could be carried out without violo.tin& tho atatement 

made by the Proaident in hio Sulli!IOtian. 

•It would aeem, therefore, that the coCDitmenta 
referred to 1D Wr. Jonea1 letter ot October 11, 1937, 
lllif;ht be taken care of. It would not , ot course, take 
care ot addi t1onal con:mi tmenta which the Reconstruction 

Jinance Corporation thinks 1 ahoulcl be made' ." 

Wr. Jonaa indicated his ageecent with the me:DOrandum. 

In order to illu.atrate so:ne o f bia probleoa, llr. Jonea I!Bde 

reference to a couple ot apeci!ic induatrial a1tuat1ona which contront 

t he Reconstruction linance Corporation. Specifically, he referred to 
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one c~e llhere ref'llaal of the Reconstructi on J'inence Corporation to grant 

n losn 11111 resu.lt in the closing of a plant Nld the throllin& out of work of 

approximately thirtHn hundred people. Jar. Jones apreased the Tiew thet 

while he personal.).y did not look: llith fa"rOr 'UpOn ll&kl.ng the loan it waa 

hh opinion that it would be leu expens1Te for t he Gonnuoent to do so 

r nther than to throw the a4d1 tional people upon the rollo of 1J .P ..t. He 

nlkod the Secretary'• &dTice but the Secretl\17 indicated th&t J.!r . Joneo 

should use hie own j\ld&ment . 

'!he Secretary r nioed the point as to whether uttera could be taken 

cere of if the Reconstruction J'inance Corporation should be pem1tted to 

uee money thro\l8h t he cancellation of preoent coCIIIdtaents up to the IWD 

ot $100,000,000. 'J.hia matter ie to be 1\lrther considered. 

At the close of the conference Chnirmon Jones banded to the Sacra-
( Exh1tit J') 

tary a draft of a letter/llh1ch he au&geatsd t he Preaident might write to 

t he Cha1n:lan of t he Reconstruction J'inance Corporation for the purpoee 

ot cl&ri~ng the intention of the President u sot forth in hh llud«et 

~ticn. 'J.he draft of letter was left llith the Secretary tor considera­

t ion llit h a Tiaw to i te etudy, end arr&Jl8ementa were =ada for a fUrther 

conference llith ttr. Jones on 'lhuraW afternoon, October 28 , for t he 

purpose of conaiderin& ~ rerlaiona llhich should be made in the letter. 

Co:no1Ui0118Z' Of 
Accounts end Deposita 
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W.\:iUISf :1'0~ 

October U, 

DMr •r. S.CNtaz'71 

ara,.., .... -
'!!!::.. _,-ra&ant to 70ur req~aut there la forw.rcled 

herewith • llat ot OW' outataodln& lou ... d LD ... at.-:eot 

~1tamta toaet.Oer with • achedW.e a.b3taDt111.ll7 in U>e 

torw rec;~aeat.ed b7 70ur oftice ahowi.o& our utlaat.ed recelpta 

SAd d.1abur-cta b)' t'iacal. 7MI'8o 

In ad41t1on to the co.Utaenta Uated, " 

ban 1.D a 11a1t-cl Dllliber of c .... !Jr.eed that we 110\lld lead 

Wider certa1.D c1rc.,.ataocea but the D'Ual>er or -t of aacta 

tctat1Ye ~tamta 1a DOt large eoo~aih to han • uterhl 

eft'ect 011 TJ'eealJ'7 J"eqllii'«<eota. SoDe lOMB that .-ere in the 

~Bl~Lln& han take def1.D1 ta fono a1.Dce S.pte.ber ~tta aDd 

other• o.r. co:dJ1a 1.D fi'OII the aaenclea that we 1n a.ll. proba­

bU1t;r ahollld aake. All ot' these, boweYer, probabJ.¥ 'dll DOt 

•ccr•c•te eora than ts~,ooo,ooo. 

It 1a Dot unli.J<el.T that n.Uro&da w1.ll need 

eo- fll.rtbar aaa1atance, part1Cillarl.;r 1n reoraanl&atloca or 

to aid 1.D tba purahaH of aqllis-.. t. 

Bono~• Be17 llorcent.t.u, ~r. 

Secratal7 Dt' the Tree..u"7 
WaabiActon, D. C. 

Sl.Dceral¥ 70AUa, 

21;. 

Regraded Unclassified



5 
e 

( .. 
li ~ 
f ~ t; 
:. f; 

. ~ 'I 1£ 

' 

gr 
... I 

j£ 
!i:: 
:lt 
=rs 
~~ f 
.. I .. 
! .. f 
:[ ... 

l'i .li 
''t Jr 
f'i •I· .. [ 
1~! . I 

(i ~ a·; ~er~2 ~- ~~~ : ~a: ... r ~~ & ,. ':a: r !:1 "'15 g? :z ~ 
.. "' e1 .. le .. a. .. • .. I .. • .. ! 
; .e 'i.Z~I ' ~ff2 ' ~'4:T .... ~ ... g ' ["''' • • • · ~ o: :: :: 1 .. a t. , • , ,. 

11 -..... :~--~~r .. "-."' ··1 ..... ~- .. c:o· -1 i-t .- o "'I . lill:!!';.: · . c:.lllf 
f 2 • ~ .. :o .. o 1r ... -f :z ~~ 1 f .. 
ig!li~f~ .. t,r( .. tl!i r' 
f lo:Zf•·il ~-ff o rl11 
..~ ... "1 · •=r£ ...... :~ r • c •.. - • t:: c.:. .. • 
.. i~' .... '! :·~r: 1 ~Ffii 
~l'l''i f e ~~~ e· ::! .. ::; r : • ~-~ 1 &: .. ::a, .. ..! .. • • -~ ~2 ·• e. o f t ! .. ~ i 0 ~ i I • " li - ... .-
"t .. ta~~ ... l ~e ~'eE • 
o .. •'t:z" ... .. ,_ a':z· s. • 
~ .. ~ ... • i• :l .. r ... ! "' ; . a .. ~- _.., , • o e .se r .. r .. r• s [ '<3"' ... ::: .. ~6' ! 
.. ~ ~ .... & . : ~ e r -:zs.:. ~ .. .. .. r tc r .. ... , .... ,!2¥( 
:'I:: !!•&~ ~ ;:~ .. ~ !-a j:;il 

- s ~ • ~ · ~ -~t · : ~ - :. ; . , .. !! il:h.~ 
w .. e ...... ~ . ii .. .- ~· .. 1 , .... .. ~ ... ... ,., .. . 
· ~ : rlH:i~ :~~!· >fe. I 1, ... r:~ r ... (r:J : . ... ~ ..... ...... -. .., • T 

~ 

8.f t :·= ~· :j! e.=-liil 
I r "'E .. r£ o3 .. ar .. 
•ti r': .. r.-

!;1: {~iFaJ •tti .\!l ~fil .. 1 • ... , -r i 
of i ~i'i~l! 
~1. !=J Jiiii' ·~ .... !!l 1 
a· :z~ 3ii' = , l .. · &;- ~ .-f 

iii ~.&•l1 I !f i:;~f: 
f:i: l{!i~~ 
0 ... £ :''r--· "' "' ' .. ! : . .. ... ... .. .. 
O · r; a. •a il ..... i .. . 2 .... 0, 
!II"~ · :I~~­
.... 0 !a. .. ' . - "" - ~l .... r .., ·£ i 

~ 

I .. 
~ 

i 
• 

~ 

N . ... 
r\) -

Regraded Unclassified



Dear llr . hea14cta 

l.D aT latter to S.Cret.a%7 llorpnthau of October Ut.b, I at.et.ed that 
1..11 additiOD to our coe:ait.eota U..re wra lo11na 1D ti•• aald.nc wtdcb had tak• 
c!afiJ\ite fora alnca Sept...ber Wt.b and that ot.bara ware coalna 1n c.- t.ba .... -
ei .. that " 1D all probab111t7 eboul.d Mka. Al.1 of these, bownar, wt.U not 
a&erac•t.e more thaD t ss,ooo,ooo. 

l.D add1 tion, there are a nuaber of other ewUeaUona 1..11 our laehina­
toa ott1ca and 1D our apnci .. where t.ba appl1cuata ban bean tJ71.DC to qua11t7 
for a loan. l.D -• ot U..aa eaaaa there probabl7 axiet.a a oooral obl11at.1on to 
crant the loan 1.t our ln41cat.ad condit.iooa are aet, lnarucb u t.ba appllc,anta 
beYa pa to CODd.dar.bla tl'OI.Ibla and aJq>aOM 1..11 prepe.rln1 tba appllcationa and 
tr71..111 to ... t condi t.iona 1.n the bell.eC that they COI.Ila 1et a lou. 

111 -• or tbaaa L,nstancas •• ha•e b ... l.llslatlnc that tba applicant 
eat hla loan elsnhere and aoae would ha•e beeo oucceaatul. except Cor the rec .. t 
c!hturbanea 1n tba •~rl. tiea aarket. 

It La trequentl7 necesaary to cake n second end so11etL.ao a third loan 
to a borrower to prew .. t raUure. Thla h phrticularly tnoe w1 th Lndust.rl.al. 
lou a. 

l.D OIU' draiAaee and Lrription loans 1 t h t:o::>eU.as oacaaaal")' to :~~Atoka 
a loan to repair fiood, plant rai.lure or other da8aca, otberwiaa t.'le aot1ra lo.D 
would tail. 

Them the~ are the d1Mster loans. We ban aut.'>orl.&ed a total. ot 
ta,ooo,ooo. That ia to ....,, Wider the direction or Congress, •• ba•• bou1bt 
t het uou.nt ot stock 1n the D1aa1ter Loan CorporaUon and were directed b7 
Congrua to boq a total or t20,000,000. 

Diaaater Lom CorporaUOD bu ctborl.Hd 17,578,280 1n lome, or 
•G.J.ch t5, 9&5,052 be.a beaD dlal>Qreed.. It 1s d.oubtt\1.1 Lt 80re tbaA the te,ooo,ooo 
rlll be requl,red as we are ~a1Yinl ••rT c., appl1cat.1.ona but it ooora thua U.. 
$8 ooo,ooo 1a r~ui.red I ....... 7.ou .,.Ud -t it tak., care or. kpM2aa or t.bia nil add about teoo,ooo not l.llcluded abon. 

In order to .. co~.~raa:e ba."lks, lnau.raDC• coepen' •• and other l..Una 
~g~ne1ee ep;>roYed b7 t.'la Federal Bouslnl •&-1nhtrat.1.0D, •• ban b- boqia& lBA 
Lns11red :oortg&41as 00 • new hocea.• AdaiAiatrator llcDooo.ld Ceala that it w t!! ... 
conti.., ua .. ural:T ~f thaee aort&Lc .. it wUl aarl.01.1~ l.lltarC.ra wlth 
cor.: t ructinn ot uaw boaea. 

There rreSns " n~.~aber or closed b&nka 1n r•e•l•erahip to =.: !;:S: •• 
aho.t:d be -d• Cor diat.ribl.lt.ion to ~epositora and th•~:.::n::.!" ..dditlneeJ 
pref erred 1toc~ or capl tal nota a WlO debentures t.'\&t 
' ·U1stu!ca 1D tbia raapect. 
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P ... t.w 

c-ttaaste beft be.a Modo b7 t.be Co :dit;r Credit. CorpoftU. 
tor lON11 oc peaDUte .ad pnmoe ud po .. lbl)o oeo or t.., ot.ber ..U U••· 
Tbeae c-s.tacte wre Modo b7 Co lllv Credit. upoe t.be n •dat.lcle ot t.be 
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Secrot.&JT ot Acrleulblro ..ct ,.-r roquoet. t.bet. -llderat.loe bo 11- to •lr1nc 
the loane. C~t;r Credit. wleboe t.be Roeonet.Nct.1oc Plncco Corporet.loe to 
put 1 t in tunde w1 til tlblcb t.o cc.plot.o t.beM lou e. 

Otbor elt.uot.lone 8&7 &riM ~ t.1ao to t.1ao t.bet. lbould beft epoohl 
consldoraUon. Under all t.bo oli'CI.IIIat.lllcoe ud ln '1'1" ot till ftl7 wldo -po 
ot ou.r operaUona, )'Oil alpt. teal t.bet. conlldent.lon lbould bo 11- to t.be 
aituaUona here in rotorrod to. 

All ot t.bh ou be cloeo wltbaut. 1Acroallnc t.be -t. o1 ov oo.lt-­
aenU 11t1d wlt.bln t.bo •rit. ot ,.-r lot.t.r, u a croat. ~ doftalt.o ...S t.lllt.at.lft 
c~tact.a w1ll UAdCNbt.odl;r l apM. 

I t 1a tllo oplAloo ot our Board t.bet., w1 t.b )'Oilr .,..,roftl, tllh eiiD'Ild 
be our coureo. 

(In locpud) 

H.N.Jr. ) 
w.Tqlor) 
D.ft.B. ) 

(Spd) .J .H.J. 

Cbai~ 

IIW )'Oil ~ thia ov~:- rl t.h J . J . ? 
It. -• t.o •• tha. t. ~«' bave to CUT)' ou.t 
aoral obl1pt1ona &Ad lepl direcUor.a. 

F.D.R. 
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October ~s, 18~ 

lD add1Uoc to t.be U•• ·~iallT acUoced 1A IV letter 

ot t.he :Z~rd, perUcular attenUoc 1a 4n_, to t.he tact Uo.ot t.be law 

pro't'idu that no d.iaburaecent ahall be aade on 11111 ~tact atter 

one 7ear troa t.he date ot lta authoriatloc. 

It tre<>uc~ tdtea &ON tben a 7Mr for clralnap and lrri­

ft.tlon appllcante to qualU). Appro:daetel,y tro,ooo,ooo aut::-..orizatlou 

under tl.ia parUcul4r heacUD& are now DOra than one 7Nr' old and otbere 

rill be eutoaatle&llJ' lr_paed t'roa t1ae to tlaa. Tbia 1a true ot loeDa 

or otb~r cla••••· 

Ma.QT ot t.heee l oans will nner c;...U.ty, but U.O•• that do 

ahould ~·• consldentlon. 
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A nlll:ber or bllllke 11ieh to convert t.heir cepital note• ud 

debentures into preferred atoek, end in -• conaolldatlona it~ be 

neeeeaary to accept eap1 tal no tee 1n liN ot pnterred atoclt where t.he 

llll1"Vivin£ bank ie not auU10rized to iuua preterred swelt. !baH ca­

•111 entail no n .. aone,r but an adn.nta&eoua r.-"ITCIII&Ct ot u al.r..q 

uiating izaYeataet. 

It &a)' ba De«: .. NJ')' to &1•• turtber aaaiatonca to - 1nlllli'DOe 

eoap&niae t.hrou&l"• locne upoo or 1nvaatact 1n U-.clir preferred atoct. 

It aey be De«: .. NJ')' to .Ue - tn add.1t10D&l lo•a 1n -­

tion witb our ..U-llc,u1dlot1ng projeetr. harewtora tllleced, but r:bi.oll 

i:avc not b- mt.irelJ co.pleted. 

J l.SSE H. JOIIES 
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COPT 

October 25, 1937 

In connection with the problem confronting you with 
r espect to commitment• of the Reconatruction Finance Corporation 
and with particular reference to the atat ement made b,y the 
President 1n the Dudget Summat ion for 1938 {pagea 10, 11), the 
following thought baa occurred to me: 

AlthouD> the detailed atateDent of outst~ COD­
mi. tmenta referred to 1n the Sll.a:IDAt1on h ea of 58'0tellber 30, 
1937, the Sll.a:IDAtion wns not approved b,y the President until 
October 18. It aeet1a to me, therefore, that the Preaident '• 
deteraination not to make fUrther cocaitmenta datea from 
October 18 r ather ~ September 30. If this is the proper 
assumption , it appears tluo.t lUcy' co"ICil. tmente made b,y the 
Reconstructi on Finance Cornoration between ~tember 30 and 
October 18 could be carried out without violating the atate­
ment made b,y the Pre aiden t in hie SW:Imation. 

It would seem, therefore , that the cccm1tmenta 
referred to 1n l.!r . Jonea • letter of Octo't>V 11, 1937 might 
be t eken care of. It would not , of courae, teke cue of &4-
ditlontll. co=1tmenta which the Reconatruct1on Fin.ence Corpcr~r 
tion thinka 1 ahould be aada1

• 

Coe~~haioner of 
Account• end Deposita 
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THE W HITE HOUSE 

WASHINGTON 

111th tllrther reteftDce to 11Q' letter ot October 
18th end IQ' etat..lt in -..-t.lQo ot the 19M bud&et, it 
•• DDt IQ' inta>tloo that 701& llboulcl oot gi.Ye cooaideratloe 

_ -;- to •!!R!!~tlODa betore 7our Jlo&rd at r.celpt ot 1111r letter, 
ill • )· were tbeD in eourM ot preperatloo 1n 70VZ ftl"ioue 
qeclee. 1'he letter 7ou eetlaatacl woold not exeeecl. 
tss,ooo,ooo 1D addJ.tlcm to c~tacte included 1n 7 our 
Septeaber roth lb~ 

7 
117 letter did not 1Dclude The R1'C llortpae 

Coaper17 8%Cept that DO additional coemtaents sboul<l be 
ude to it b)' the Reccnatructlon Puance Corporatloe without 
a letter trom me authorizing the ccaoi t.Dent. 

The Act extend1Dg the lend1Dg lll'e ot the Recon­
etructlon PinODce Corpore tlon gne me e.u thorl ty to direct 
that you 1111apend lendlllg troa tlae to tlae UDder ~ or all 
ot the provlllioaa ot the Act, and i t 1e rq 1Dtent1oo tbat 
oal7 IIUCh loans e a .:ere UDder coneiderati on t oraa:ll7 or 1D­
to~ wbc I wrote 70U 011 the 18th aboulci be con61dered, 
except MY loana that algbt be necenary to protect loene 
alrea.d;y aade. 

SboiUd &n7 applicant included 1D your Septellber 
roth Uat tor t;blcb a loen baa BlreadJ beeo npproYed need 
more tiJIIe than be originall7 bad to CCIDP~ w1 tb the proYi­
eiona ot your coltnl taent, you ebould grant aucb extension 
as, 1n the j udpent ot 7tJIUZ Board, would be proper UDder 
the ciZ'C'UIIatancee eurround.lng the pert.l.cular loan. 

The 19&8 budget includes 1100,000, 000 for the 
CoiDIDDdltT Credit Corporation. Thia UOUDt I expect to aal< 
Concreae to edd to the capital stock or Commodity Credit 
Corpor~~tlon and tor the gonrnment to gunrentee d1reotl7, 
lneteed ot througb the Reconatructloo Plnaa.ce Corporation 
•• baa heretofore bMD the practice, eo->d1 ty Credit Co:r­
poratlon notee 1n uldng lo&ne on t&JW ~tiea. 
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P '1n1 t.bia l._talatlca 1\ 1lill lie DIIII8U7 
tor the --~U. 1'1Daoa 0oii'POfttlca to pro'lida tw 
1817 oon ~ •• the liNDa to lie ..U bJ C uv Cndlt. 
Corpont.lca u 1A ro- :r-n wltb a d.n.lt.a -s.-.at. 
trc. the JrC to prodde c M. v Cndlt. Caporat.toa 111.tll 
the •-•8U7 hilda. Oon loea llta ,,d ~ be ..- ..s.. 
rqal&t.lcaa tlanalaba4 bJ the lleorat.uT ot Acrlcul~. 

Baaorable z .... a • .lODea 
Cllal~ 
s-atr.&ot.lOil FiDuce Corporat.lOD 
W.Ud.DI(ton, D. C. 
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c OMMteatOH &tt o r 

ACCOUHTa AND Dll..O. ITa 

TREASURY DEPARTMENT 

WASHINGTO N 

Oct ober 25, 1937 

In CODneotion with t he problem controntl~~& you w1 th 

reapect to comoit ment a of the Reconstruct ion finence Corporation 

and with J)llrticular reference to the atatnont ClAde by the 

Pr .. ident in the Budget su...at ion tor 1938 (ptogea 10, 11) , the 

following tho"&ht haa occurred to me: 

.Uthouch the detailed atate~:~ent of outstancl.iD& co.,.. 

mitment a referred to 1n t he Summation 1a u ot Sept•ber 30, 

1937 , t he Swamation waa not approved by the President until 

October 18, It ... ma to me , therefore , that the Preaident ' a 

det ermination not to mnke fUrther commitmenta datea fro8 

Oct ober 18 rat her than Sept ember 30, If thia ia the proper 

a.aaumption, it appear• t hat ~ colllllitmenta made by the 

l!econatruetion J'1nence Corporation bet- n Sapte;ober 30 and 

October 18 could be carried out without violating the state­

ment made by t he Preaident i n hie SUmmnt1on, 

It would aen, therefore , thet the co:~~~it_,ta 

referred to 1n l!r , J onea' letter ot October 11, 1937 lllight 

be tlllcen ct\J'e ot, It wu.ld not, ot courae , t oke care of ad­

ditional oollll:litmento whioh the l!econat ruetion J'in&nce Co:opora­

tion thinks • mould be mo.de1 • 

Oollll:liaaioner of 
jccounh and Deposita 
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COWWI.SION&R 01' 

ACC0Uif1'8 A.HD D I:..08 1'H 

TREASURY DEPARTMENT 

WASHINGTON 

October 25, 1937. 

In co~~pllanee w1. t h ;your requ .. t tor a Uateaent con­

cerning the ei r ewutancea au.rrounding the delivecy of the letter 

ot October 11, 1937, addreued to ;you b;r the Chal.noan ot the 

Reconstruction 71nance Corporation, with which waa tranaaitted 

a detailed liat of the Corporation' • outatanding eo .. tt .. nta 

aa of September 30, 1937, :rou are adrlaed aa followa, 

'l'he letter of October 11, and the deta~!ed Uat of 

eo mal tmen ta aceompan;ring 1t, ... re tranamit ted to the Treaaucy 

Depart,..nt in reaponae to :rour oral requeat of llr. Jonea at a 

conference held in ;your o!fice on the .arning of October 5, 1937, 

Punu.ant to ;your 1natruotiona, I aaintalned a cloae 

touo .... up with the Reconstruction Finance Corporation con­

cerning the preparation of the Uat, and, aecordin&l:r, about 

7 p . a . on Monday, Oct ober 11, I e&lled the Treasurer of the 

Reconstruc tion 71nance Corporation (llr, llulllgan) on the tele­

phone to inquire whether the liat waa read;r. I ""' informed 

by llr . llulligan that the Uet, with the letter of October 11, 

1937, had been tranudttad to the Office of the S.cretecy of 

the Trea aucy, I 1amed1ately proceeded to your office wi th a 

new to woorlt1ng on the lia t llonda;r night . Be ing unable to pro­

cure the liat llond.q night , I called at ;your office earl;r 

'l'u.eaday ooornlng and learned that the liat had been del1Tered 

to ll r, llagilll e Office. I waa t hen 1ntoraad that tbe letter 

and t he lilt had been eent to your Correepondence SecUon on 

the fourt h floor, althou&h I aa not certain t hat 1t reached 

that eeotion for the reaaon that it .,.. later found to be 1D 

th.e poeaen1on of one of the Maaalljtera attached to the See>­

retaey' a Office. Be i ng 1n urgent need of the lia t , I aal<ed 

llr, llagtll ' a aecretaey 1t abe would get it t or .. whereupon 

the Hat, together wi th the latte r of October 11, 1937, waa 

handed t o ae . 

It appea.no that the l ette r and tbe achedule had not 

been dal1Tered t o ;you aa I had aatwDII4 t o be the cue, I aaauM 

full reaponaib111 t:r tor thla erroneOlla aaalli!Ption on w:T part . 

Co.taalonar of .Account• 
and Depo a ita, 
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J CS&t. H .JOMC:& 

QWillolo\111 0 ' THIIIOAI'tO 

REOONSTRl'OTION FLv.\t-,(JE OOIUII()Jt \TION 

W.\SIJINGT ON 

October zs, lliiS7 

lffiiORAIIIml TO THE PRESIJlDI'! AHD smtEURf OJ' THE !IWSJl!Ia 

In acld1 tion to the 1 teas espec1all7 aentioned 1n ~ letter 

ot the 2Srd, particW.ar attention 1a dra'lll to the tact that the law 

prondes that no disbursement ehall be aade on 8liJ c.-itaent atter 

one year 1'roll1 the date ot 1 ta authorization. 

I t trequentJ,y tekea 110re than a year for drainap and irri­

gation applicants to qualit7 . Appro:d.aetely $ro,ooo,ooo authorizations 

y under tbie particW.ar heading are now aore than one year old and otbere 

'01.ll. be e.utomaticall.T lapsed trom t1ae to t1ae . Th1e ia true ot loans 

of other claeeea. 

Mllll1 of thaae loans will never qualifY, but those that do 

ehould haTe consideration. 

A nllllber ot banks wish to convert their capital notes and 

debenturee into preferred atoct, and in eome coneoUdations it aq be 

necessary to accept capi tel notes in Ueu ot preferred stoclt where the 

suniving bank 1s not authorized to ia!Ne preferred stoct. '!'base casas 

will enteil no new aoney but an adTenteaeous re-.arranaement ot an alr~ 

existing inveataent. 
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I t may be necessary to give turtber eae1atance to eoae ineurance 

eoapaniea tbrougb loans upon or 1nveataent in tbe1r preferred stoct. 

I t may be neeeazary to JU.te 11011e tew additional loana in conn-. 

tion with our aelt-Uquidating projecte heretofore financed, but which 

have not been entirelJ' co.pleted. 

JESSE R. J OJII:l 
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llEfJONSTRtrC'l'ION Jo'LV,\NCE COUPOJt\TIOX 

\VASIUN(:TON 
JU.E H .JoMU 

CtllolllllllAH O" T"HC IIOAJtO 

Deer llr, Presl.dctl 

Octobu u , 19157 

In rq letter to Seereta%7 llorcenthau ot October 11th, I stat.cl that 

1n additioo to our cc.aitaente there were loans in the ll&ldng 11h1eh bad talr:e 

defl.ni te form since Septeaber :50th 1111d that others were colling in troll the sec~ 

cies that we in all .Probablli ty ehould aalce, .&1.1 ot theae, however, will not 

aggregate liON then 1 155, 000, 000, 

In add1 tion, there are a nuaber ot other applications in our 'llaahin~ 

ton attica and in our acenciea where the applic1111 ta ban been teying to quallt)­

tor a loan . In -• ot theae caaea there probabq exiate a 110ral obligation to 

grMt the loen it our indicated condi tiona are aet, ina..uch as the appliCIIIlta 

have gone to consl.derable trouble and expense in preparing the applications and 

teying to aeet condi tiona in the bellet that thq could cet a loan. 

In some ot theaa 1natanoea we ban bee inaiatiog tu.t the applicant 

cet his l oan elsewhere and eoae would ba•e been aucceaeful except t or the reect 

disturbance in the aecur1 tie a aarltet. 

I t 1a trequctq neees11&1'7 to aalce a second and sometimes a third loan 

t.o a borrower to preYIDt f ailure. !Ida 1a particular]¥ true 111 th inchutrial 

loans. 

In our drainage and irrigation loans it is sometimes necessary to meke 

a loan to repair fiood, plant failure or other claaace, otharwise the .,tire loa 

would tail . 

Thc there are the disaster loans. 'lie ba• e authorised a total ot 

$8,ooo,ooo. That is to sq, under the dl.r..:tion or Congreaa, we ban bought 

that aaount of atock in the Disaster Loan CorPoration and were direct.cl bT 

Congress to bol7 a total or too,ooo,ooo. 

Disaster Loan CorPOration baa ant.horised $7,678, 280 in loana, of 

which ~,9155,052 b&e bee disbursed. It 1a doubtful it aore thao the te.ooo,ooo 
11111 be required as we are receirlng •err few applications but it acre than the 

$8liooo,ooo 1a rtc~llir!C!a. I aaauae :rou 110uld want it tuc care or. Expcae or this 

'01 add about eeoo,uuu not included above. 
In order to mcourace banks, inau'&oce coap'lllie& and other l cdinc 

acencies approYed by the Federal lloual.ng Ad-ln1atratioo, we han b.., ~~ Fill 

insured 110rtgacea on •nn homes.• &clwlniatrator llcDonald !eels that it we di~ 

continua mtir~ bt~g these aortpgea it 11111 aariousq interfere with tha 

construction ot new boaea. 

There ~s a nuaber ot closed banks in receivarahip to which lo1111a 

abould be aede tor diatri'blltion to deposl. tore and there ue banks in .;::o::a_ haY& 

gr.ferred stock or capital notes aod detHDtures that wUl need -e 

sa stance in this r .. peo~ 
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Tbe Prelidct Pace two 

Wtact. llaft bee M4e br the CGMcclltT Cr.dit Corporatioo 
tor loeDI oo peeDUW IDd pzwlel end poiJdblT ooe or two other ..n u .... 
Tbeee ~tact. were ude br c-wu.v Cr.dit upoo tlle r• -•d•tioo ot tlle 
secretary ot .lgric:ultur. IDd 7'0V reque1t tllet oooll14er.t1oo be ci..a to .uin& 
the lolllla. c~v Cr.dit wiebea the lleconetruotJ.oo linmca Corporet10D to 
put it in tunde with wld.ch to ~ew theae loa1. 

Other aituat1oo1 M.T erlae tr- tiae to t1ae that abould heYe 1pec1U 
coneideration. Onder all the cirauaatiDcee ad in new ot the ... 17 wide eoope 
ot our operetJ.one, ;you lliabt feel that conll1deration ab.ould be ciYc to the 

eituat1one hare1n reter"Hd to. 

W. ot tbia .,., be done without iDoreaaiD& the -t ot our colllld.t.­
mmte and withiD the .¢.rit ot ;your letter, u a creat MD:t datinite and tiDteti ... 
coaitacw will UDdol>btedlJ" lapse. 

It 1a the opiDJ.oo ot our Board that, w1 th ;your approftl, tbh abDuld 

be our courae. 

( ID loogband) 

B.X.Jr. ) 
W. 'fllrlor) 
D.W.B. ) 

The Preaidct 
Tbe Yih1 w Bouse 

1I1.U ;you tallt tbia oYer with J .J . ? 
It _. to aa that we heYe to e&rJ7 out 
aoral obllptiona and lepl diractJ.ona. 

r.D.R. 
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UECONSTRlf(JTION FJN,\.'\"CE COitPOltATJOX 

W•\SHINGTOX 
JUS~ H JONES 

(;ltAllt!UM 01' 1'M~ IK)oiJ'I) 

Dear 11r. SecretarT• 

October u, 19&7 

PuriiWIIlt to yau.r request there 1a forwarded 

herewith a llet of au.r ootatandlng loan and iD-rest:aent 

colllllli tmente together with a schedule aubstant1all,y 1D the 

fona requested by your office showing our eatiaated receipts 

and disburaemente b)" fiscal y8U'e. 

In addition to the collllitments listed, "" 

haY& 1D a l.1a1 ted nuabar of cases agreed that we would lend 

under certain circuaetancee but the nuaber or 8110UDt of aucb 

tentatin ca.itaente 1a not large enough to have a oaaterial 

effect on 'l'reaiJLU'Y requirealente. Soae loens that were iD the 

making have takc definite f ona aiDce September roth and 

others are comiDg iD fl'Oil the aaeociea that we iD all proba­

blli~ abould aaka. All of these, however, probabq wd.ll not 

aggreeate .ora thaD •~s,ooo,ooo. 

lt 1a not unllkaq that reilroa.da will need 

eoae t\lrther aallistance, particularly iD reorganiz&tiOils or 

to aid iD the purchase of equipo~ent. 

Honorable HIIIU'1 llor&enthall, J r . 
Secretary ot the 'lrMalr7 
Waebinatou, D. c. 

Sincerely yours, 
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:Ot!oronr o with the Preo ldent at ~do Park on October 29 1937 
at tondod b7 SocrotarT Wor gonthau and ~oelf. Wloo te ' Ean4 ' 

••• aloo present but took no part in tho diocuoslon 

Yo pr ooontod t ho typed memorandum to t ho Pro•ldont boforo dinner 
and ho rood it t hroU&}l at t hat ti me . We had nn thle t o dbcu .. 1 t In 
it toll . Bo qu estioned the deduction r ecocmond&tlon on page 6, tho 
• t t ••rat l nc t ooo paragraph on page 7. the capital gain and loos roc­
- •n~•tlon on pagoo 7 and 8 , and tho reco..,endatlono regarding tho 

un l•trlbutod prof it• t•~ on pageo 9 and 10. Be orpr osoed ~~c•elf a. 
Y ' 1 h ••4 with our portion on capital g&ino: on the ellJ:>!na tlon o! 

-unn and on p ercent&&• depl e tion. 

After dinner , eo~enelac at about ntne o 'clock, we went over the 
:crm:-utt-... an.Jn, •entence by .,enten.c t. !'bt chatti:e• which the Presi dent 
~ •• tn the n!'.oran~un 1 t welf 8pp!&r t o the stU.ch~ eopy ... 'Fhe 
rlo•l ol .ol nto be ....,... were tho ! ollon ag: ~. 

"· 

4. 

~ t no changes l n the proatnt t~ at ruc ture ahould be 
do which will bring In l ower t ax r ece ipt • duri ng t he 

cur rent fiscal ye&r thrut the preoent t a.<t atntcture . 

, •• oti!Dint< tlon of t ax ueoptlono should appl y to future 
lu "" of ucur l t ho , both otAto and J'ade ral . I poi nted 
out that thlo would mean t hat the pr ovision would not 
Jltl~ much for t ho nex t ! •w ye~ro •~d t ho Preald•nt <aid 
"' ~·lerotood t hnt, bu t t hat he folt th.o t In good faith 
tb• •~e~tlon on ~reaen t l t euea ~hould be retained. He 
atronr11 f~yors an atte:pt to acco~ll ah the reault by 
e t~tule r~tb~r t~ by conat l tuttonal .aendaent and llkes 
th• 14•a of lncludl~ tax execpt lnco~e with t axabl e ID­
co~o In doter!Dinl ng the r" toa o f t u applicable to te.xable 
lnco~o (th• Gl&oa pr opooal) . Eo t hink• t he oxeaptlo~ of 
7ederAl otflel ele froa et~t• tsx•• should aleo be ellcinate4. 

Ho Ia aeroeable to a r eduction In tho oxeaptlon of oarrled 
poraono t o $20:)0 troa $25()0, and to a raioo In the surtAx 
r~too between $2C,OOO and $100,000. !lit own Idea• aa to 
tht aurtax ra tes are ehown In t he l eft-band column of tho 
at t ached QO~nranduo. Be doeo not want t o r educe t he top 
our t ax r a te of 75 percent nor tho t otal aurt axoo applicable 
t n poraon1 wi t h lncomee of $300,000 or more. 

H• aloo d locu•aod tho poae lblllty of i~pooln;: " series of 
rt,t r~te taxea upon groas tncomeo ! roc vartou~ sizes be­
twoon $1000 and $20()0. Be t hought after a dlocuasl·. n t hat 
a *100 de.tuctlon froD groat l nco:e to co?er all t he present 
4otoJ to4 deduc tions J:>icht bo poral tttd. Ilia cili a! lnloreat 
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was in a very 11mple forro of tax and a very aiCit>le return 
with a yield equivalent t o the revenue which we. are now ' 
collecting. lie are t o look into t he tubJeet and no final 
conclueion waa reached. 

5· He finally DQeed t.o the deduction recoomendation althoU&h 
he did not like the exanples given. 

6. He agreed t o t he net operati ng loaa rtcoamendation, pro­
vided the carry-over i a made one year i ottead of two. 

1· He agreed to the c&pi tal gaine recommendation with the 
same qual i fication, namely , tha t the carry-over of net 
capital lo•••• asainet gains be li~ite~ t o one year l netead 
of two. 

Our dhcuui on cloted around mi dni ght after we had spent an hour 
diacuaoing corporation taxes. The President urged tb~ desirability 
o! a capi tal stock t ax booed on the act usl value of t he property em­
ployed i n the buei neaa. Be wants t o coordi nat e the values so r eported 
wi t h t he v&l~e used by public utili ties for rote Q&king purpoeee and 
t he values repor ted to t he s&C. I poi nted out the &dministrative dif­
ficul ties in connection wi th the determinRtlon of value, but t he 
Prealdent aee~ed t o feel t~t t hese were outweighed by the desirabi lity 
of the coordination Just ment ioned. The Proe iden t disappr oved or the 
recomcendstion for t he exempt i on of corporate dividendo from t he 
lndlvidUPl normal t ax on t he ground that the r eason aiven - l i ghteninG 
the tax burden on snall Incorporated buslneose& - was not strong enough. 
B~ folt t hat small buslnauea should not be lncorpora~ed anyhow, Md 
that the l oss of r evenue invol~ed, $166 mllli ont , wao too great . AI 
t o the undistributed profits t ax he agreed to t he carry-over for one 
re•r of net operating loa•e• but disapnrovod a alodlar carry-over for 
cepltal losses. AA t o t he execption proposal he thought lt ought t o 
be limited to aoall corporat ions and t hat the execp tlon aoounts ought 
to be epeclfically earmarked for r eservee which are only t o be ueed 
tor the purpose of meeting ope rati ng deficits In the future, but not 
for l nveatment in plants and the like. li ru>lly , he favored a provlaion 
for a credit of emounta uaed to retire temporary bo.nl< loans but only 
once a year and he did no t think t he provlaion should be br oad enoU&h 

to cover other kinde of i ndebtedness . 

At the end of our diacusal on he spoke of the deairabl lity of a 
r.raduated normal tax on corporatlo:>e simli\J' to t hat on 1ndirlduala; 
and an Increase i n the tax on i nter corporate d i videnda. Be feela t hat 
laree corpor ation• ahould pay hearler t axea t hM ooaller ones lllld that 
t he f&ct t hat their atock l s widely held io not materi al· He I • ap­
na.rentl y quite willi ng t o dhcourage t he inveatment by aoall t upayor a 

in cocpanieo of larse s ize , 
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'lie did DOt get be;rond thil point in the muorandwa and the balance 
of the m8110rMdwa wes not dilcuned in detail, although the Preeldent 
i ndicated his strong approYol of the percentage depletion recoamenda­
tion . 

The follo'lliJ!l: 80rniog the President ateted that the next .euion 
of Congreas would be larselJ deYoted to l eSielation t o curb DOnopolJ; 
and thet Vice Preaident Osmer and Senator Borah were both ~eatl7 in­
teraa t ed i n the subject. Bence, the Preeidant want ed ae to collect 
the 11 terature on ~adU&ted corporation taxea and be ready w1 th it. 
l!e hat\ previously told the Seereta.'"Y t hat we could take a year for the 
atudy but the impreesion I set i n the mornins wae that we ~ight have 
to be ready sooner than thia. 

The Preoident alao aaid that we should go f orward w1 th the com­
mittee on the reco~endationa for improvement• in the indivi dual in­
cone taxes. 'lie could treat, aa ~eed to, para«rapho l (a), (e), (d), 
(e), (f) , and (g) . As we so alo"4! w1 th the eo-it tee we are to le t 
hi a lcnow the ai tuation eYer./ week: or eo and aa queatione o.rioe ao to 
major policy, the Preoident ril l set aeide ti=e ! or a dieeuooion with 
t he chai rARD of the subcommittee , the Secretary, end afeelf. 

!lotea t aken b7 
llr. 112&111 
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October 29, 193? 

The attached tax recom~~ndat1ona were discussed w1t h 

the President at Hyde Park today by t he Secretary and Mr. 

!.!ag1ll. 
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Pursuant to ~~e President ' s mess~se to Co~esa of 

A~ril 20, 1937, tho Trcncury De~nrtment has made a care­

t'ul survey or the entire Federcl. tax structure, w1 th the 

pur,ose of aAsemblinc for the use of the Concresa all 

pertinent 1nfor:nat1on rocnrding the actual operation and 

e~~oct of ench of the present revenue la~s . This survey 

hao extended both to the admin1strnt1ve provisions, and 

to the sections icposinc to..": liabill ty. 'l'he subcocmi ttee 

o: the Conr.d ttee on Wnys and t!ea.ns l'l111 no doubt m. s.lt to 

e~~ine the assembled data in det~l. T.~o present state­

nent ls intended to outline socte of t he oa.jor problems on 

rlhic.~ information has been ~;~.sser.tblsd, nntl to which par­

ticulll,r attention io d1 rected. A list of detailed improve­

monte which l!l1.{;ht be mo.de ln particular sections of the 

revenue laws, and of su=cestlons for adc1n1strnt1ve chances 

ia available f or lntor presentation. 

Boyonuo Rogoipta apd Boqy1remgnt• 

Durlnc the fiscal year which ended June 30, 1937, 

the revenue receipts of the Federal Government amounted to 

$5,29~ millions. It ia estimated that during the current 

fiscal year revenue receipts will amount to $6,650 millions. 

Income and protita to.xea are expected to produce $2., 792 

millions and m!aoellaneoua internal revenues ~~.3S6 millions. 

The distribution ot these totals amon~ the prineipo.l sources 

of revenue is Shown in the following table. 
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The revenue o.dequo.ey ot n h •• -.; st:-ueture 1e tested by 

1 to c>.b111 ty to moot t he expentl1 turea required tor Gover n­

~ent services pcrtorned pluo tho nmounts requisite tore­

tire the public debt . The est 1mte or exp e:td1turee (e~­

clus1ve or debt r e t1reoent) t or the 193S t1scal year ~~s 

been p1a ccd a t $7. 3 b1111onn, -ith rel 1e! and recovery ae­

countnv; ror ~1. S b1ll-1oll!l.. Th e Trcnsur'J Dep nrtoent hnll :>ro-

cel'l'.')tl on t he r\3rH•1!'t 1ons t h:>.t t h e '!lro;>osed rev1s1on w1ll 

be r:~.~•le e!' rec t1ve not earlier t !:nn J anu:>.r:;- 1, 193S ; nnd ... 
t·l~. t t::r l>u•l ··· t 1:: to he &.inncetl, l'u'ld <l,ebt ret1 renent 

r:-.t r·ne :- :: r.n•l t ho NlO f1l~-..cy or t he t~:: n:;oter.1 "·s r. r.!tole . The 

r•ltUt1on:\l tl" t :-.1 lecl J'eco~nemhtl ono , t o ·,e sub::tl.tted later, 

""!"(" 1ntcnt"..Ctl t o .,_ .... !:c ::.drtlni~ tr:-.t\ on Of c.nd CO:t::>l1!lnC8 T71 th 

t' c r-evenue 1:-rm -1o:llor :llld norc Pconon1cnl. 

Sf"V<' rnl c!ll'.nc•·n 1n t he 1ncor:to tnx 1n t h e interest s 

o 1' "rc~ '.c :· r .- 1!'1\•' ·:- I'I'C .... orthy or c:\r"etul cons1dernt1on, 

···· :·t1cu l:· l'1.;· 1 r t :t• t t nx 1s t o ;wov1de relat1 vely a &reater 

(n) Eltn1nnt1on or T~~ exemnt 1ons I 
Ste;-n 11!1on:t'l be t O:ten , e1t!ler by etntute 

or by eo:~ot1 tnt1onl'l r.r.lontl.oont , to cl1o1nate tor 

t ho: !'ut urc t !1c ex1s t1rr. exemnt1onn t'rom t!1e income 

t :-x no~ ncco~ied to stn tc nnd aun1c1pnl obl1cnt 1ons. 
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Tho prog ressive surtax r ntes cannot be l!lllde to 

operate effectively, particularly in the eases 

ot the lnrger incomes, so lor~ as this easy mode 

ot escape from them is available. S~D~larly, 

c itizens ot the United St~tes who are also sta te 

or cunleipal officials, should be r equired to pay 

t he srJUe non-d1scr1Dinatory tnx upon t h eir ineo:nee, 

~1at i s paid by citi zens r.ith like incomes from 

other sources. 

(b) Ra.te Structure 

El.seTthere in t h is stnter.~ent, tho Treasury 

is recoonendinG t he elim.1nnt1on or $50 millions of 

nuisance to.xes, TJhich t nl! chiefiy upon c.rtiel es of 

gener al use; and i ncrea sed cred1 ts tor earned income, 

net operating losses, capital losses, and c orpora te 

d1 vidends. 'l'he lose of revenue t hroud't these trut 

reductions can best be mc.de up by meens or t he in-

come tax, which is levi ed in accordance ntth ability 

235 

to pay. 'l'he formulation of t h e r ates end e xe!lptions 

are lett, ot course, to the discretion or the Congress. 

Ho~ever, it the t a x reductions mentioned herein are 

ado!.)ted, it \''OUld be t nir t o r e duce t he exemption 

no\'1 accorded to oorr1od pe rsons troc $2500, or t \70 

r.nd one-lu\lt tiT!Ics t he e xe :::rption no\'1 r.ccorded a sin::;le 
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person, to $2000, or t111ce t ho latter e xemption. 

Tius chanGe would stren::;t~1en tho ta.x structure, 

by mov1nc i n the <lirection or tho aubati tut! on ot 

direct nnd plainly knorrn tax liability tor tho 

indirect and hidden tax l iability nor. i Q9oeod 

t hrouch the nuisance taxes. 

The t~x reductions now p roposed also 

Justify a sl1gnt increase in t he surtnx r o.tu 

ap::>l1cable to incooes in t he brackets i n t.'lte center 

of t he rnte scale, rouchly t hose incoces between 

$20,000 and $100,000. ~e da t a nor. evoilable 

further ind1cnto t hat the u;,por surtnx r ntes c.re 

too h.ic;!.l tor the e r e.' . t est pro<luctiv1 ty; and t hnt 

net revenues 110uld be increased by a small reduc­

tion t~orei n . The incentive to enbnr k capital in 

net1 enterpri ses is noticeably drunpened, 11hen the 

state and Federal Governments tocet~er demand a 

participnt1on 1n prof its or as much a s S9 percent, 

l"li th a much sD!lller partic1pntion 1n losses. The 

esta te tax and t he ~:.:1ft t nx, mth t he modifications 

to be proposed, 11111 otter further assu:-nnce that 

a ccumulations of p roperty mll pr.y t heir fnir share 

of g overnmental eA~ensea. 

Dgtlugtiona 

The deductions nll0t1able for 1ncone tax 
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purposes should in aenernl eot~pr1 se t hose er,>:enses, 

losses , and reserves Whieh nre directly occasi oned 

by the activities whieh ?roduce the inco~e subjected 

to the tax. The ~resent l aw contains n ceneral pro­

vision to t he effect t hP t pereo~.1 , livinc, or 

family expenses nre not ueductible troo cross income 

but sooe of the preccdin~; sections spcc11'ically nllow 

deductions thnt are es~entially ner sonel i n character. 

At the same time, sooe ot t he deuuct1on ? rovisions 

are unduly nn:·row i n tai l1nt to :>rovide tor neceaso.ry 

expenses i ncident to the enrni~ or the i ncome that 

is taxed. It appears , therefore, thnt the deduction 

provi sions no a whole should be restnt ed in the 11r;ht 

of accepted standards, so t ho.t, tor extt.m':lle, interest 

on personal loans, lon9ee r roo loans not oede in the 

cou:•oe or business, M(l per sonal los::~es rroo t heft , 

!ire, st om, e.nd shipurecl: shoull! not constitute 

nll~nble deductions; but nctu:'.l e)CJense!l incurred 1n 

the pr~1uction of i~cooe chou~l ~e nll~e~. It i s 

not intended to di oturb the ceneral scope of t ho 

present deductions tor tnxes and tor charitnble nnd 

educnt1onal contributions. The first provisi on i s 

Justifiable as a means of pr eventin: an undue over­

l npp111{; of t n..'tes ; and the 1fecond, as an encourl'.c;e­

aent to ins titutions Whi ch are public i n character . 
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(d) Coccunity Property 
• 

I n hie meaRage of June 1, 1937, the 

President reeom.'=lentled thnt the Ooncrees should 

adopt some one of the avo.1lnble plane for plac­

i ng the ci t1 zens or the forty ot:-.tee upon an 

equality t"t1 t h the ei ti ~ens of t he ei:;:h t communi t:r 

property states, eo f a r aa t he cooputation of 

t hei r Federal inco~e ta~eo is concer ned. nte recoo-

mendtltion r.as lo.id over for further consideration 

at this time. The Treasury etrolll:lY ure es ita 

adoption. 

(e) }let Ooero.tinrr Losses 

The !>resent lo.w t axes eo.ch year ' s income 

on a strictly annual baaia. Thus , an individual 

who loses ~10, 000 i n h1e business one year and 1114kee 

020 , 000 the next i s taxed much more heaVily than 

the indl.v1dual \'lho enmcd the o~e net emount <\ur­

ine the two yenrs, $10,000, but ea rned it in equal 

inotallments of S5, 000 per year . In f airness , t~e 

l~w Should provide sowe re~edy ror this si tuation. 
/ 

(f) CaPital Gains nn1l Loo ses V 

For reasons ~ore tully set tor~1 in the 

Stc.tement of t he Act1nc Secre tary of t h e TreAsury 
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in 1933 , the Treneury bel ieves ~-at the incoa e tax on 

ca" ito.l gains should be retained. On the score or 

cnpaci ty to pay , ~ich 1e the roundo.t1on of an income 

tnx leVied at pro~ssive ro.tes, it i s hard to see anr 

Jus tification tor elimino.tinc the tax on the profits 

239 

from invest!Dents or epeculo.tions, 'l'lhile retaining lt on 

the income or t h e merchant or the salaried man. Dlougb 

elq)erience with the present method or taxation has now 

been accumulated, h~eYer, to enable a considerable im­

provement in the rates and in the method or taxation 

itself. In particular, provisio!' should be made tor 

carrying over the net cap ital losses or one year to be 

nppl1ed against the net capital gains or subsequent years. 

(r;) Earned Income 

The Con.,""l'ess i n 193~ proVided a sllcht reduc­

tion in the income taxes applicable to earned income. 

I t appeo.re that this preferential treatment mi~t now be 

somewhat extended. 

2. I mprovements in Corporation Taxes 

(a) Repeal or Capital Stock and Excess 
Prot1 ts Taxes 

Corporo.t1ons are nou subJect to three f onDs or 

Federal taxation: (1) The capital stock ~\ excess profits 

taxes ; ( 2) t he corporation normal tax; and (3) t h e undis­

tributed profits tax. The nrst or then, while rellla1"k&bl1 

dependable as a revenue producer, is structurallY unde­

sirable, since it is not based upon· the actual value of the 

c orporate capital stock and eurplus,nor upon its actual exoeal 

Regraded Unclassified



- 9 -

prottta. Rather, corporate otticora are compelled 

to evaluate a series or tuture probabilities: !he 

cc.pan;r' s earnina J>OI"er, the likelihood or some 

notable increaae or decrease in its prottts, and 

indeed t he likelihood or legtalation to permit a 
' 

new declared value. It these companion taxes were 

reoealed. the lost revenue could tatrly be made up, 
a •• 

tor example, by a low rate corporation privilege 

tax, measured by the entire oporatinc income, or by 

a aliGht increase in the corporation normal tax. 

(b) Exemption ot Corporate DiVidends 
trom the Ind1 vidual Normal Tax 

In the rev111on ot the reYenue laws in 

1936 the corporation normal tax was retuned and in 

add1 tion corporate d1 v1denda were eubJected to t he 

nonaal tnx appllcabl.e to indiViduals receivinc thee. 

~le restoration or the torcer exemption or corporate 

dividends trom t he ind1 vidual normal tax wuld be a 

desirable ••an• ot Ue;hteninc the tax burden upon 

small incorporated businesses as compared to un1n-

corpornted businesses. 

(c) tJnd1strtbuted Prot1 ts Tax 

In determining the amount or net income 

available tor distribution to Shareholders corpora­

tions should be allowed to deduct net operating 
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det'iei ts or the previous two Tears I In the s•e 

way losses on the sale or capital assets ehoul4 

be allqwed as a deduction against net operating 

inca~~e in determ~ amount available tor dis­

tribution to stockholders. F1no.l.lT, a lllllall, but 

general, exemption ot' some portion or earnings 

from the und1etri buted prot'i te tax is Juetit'1able 

as the best means o1' providi ng t or special. cues 

where a t'Ull d1 atribution or enrn1ngs ma:r be unde­

sirable. 

(d) Pergontaco Doplot1on 

In hie message ot' J une 1, 1937, the President 

ealled attention to • the most (!:laring loophole in our 

p resent revenue la,. - the exei!!Ption trom the ineome 

tax of millions o1' dollnrs o1' incoo e ot' large oil 

e.nd minins com!>an1es, through the percentage deple ­

tion deduction. !hs deduction has no rel ation to the 

eoet ot' the oil or mininc properties, and indeed mar 

241 

be taken even thout:P the cost hae been tullY recovered. 

'l'he President cited the ee.ee ot' one m1n1ne COIII!)&JV 

11h1ch i n 1936 deducted nenrl7 $3 millions under th1a 

provision, although it had alread7 completel 7 recovered 

the entire cost ot' i te properties. 

'l'he 'l'roaeurT has heretofore eontended tor 

tair depreciation and depletion deductions applienble 
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to !!! businesses, and these are now granted. 

There is no J uatiticat1on, ho~ever, tor allowances 

to s,ecinl classes ot taxp47era over and above 

their actual operating e;,q>enaea and reserves tor 

r eplacements. It total depletion allo~ces are 

li1111 ted to total coat a , aa in all ta1rneaa th.ey 

should be, not only will a ~lar1ng loophole be re­

moved, but the additional revenue thereby secured 

will perlll1 t tax reductions in llke amount to in­

dividual taJq>aycrs nnd businesses. 

J. Improvements in the Girt 1'ax and Esta te 1'ax 

At the present t1me, the {;1tt tax and t he estate 

tax are lBTied separate~.Y wi th separate rate scales and 

exempti ons. Consequently, transfers or identical amounts 

ot property by d1tterent 1nd1v1duals may be subJected to 

quite d1tterent taxes. !hue, 1t a 85 mill ion estate ia 

retained until death, the estate tax ia $1, 901 ,4oO. It a 

g1tt or the entire estate were made, the tax would be 

nea rly $900,000 leas, or $1,029 ,455· It part ot the 

property is given and part retained unt11 death, the 

total eate.te and ~tt taxes can be reduced to $976,059· 

These wide variations con be prevented it the two taxes 

are coordinated, preferably with a single set or rates 

and exemptions. At the same t1ms, the structure or the 
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two t axe1 can be considerably limplified, and the total 

yield increased. Since the e1tate and c;ift taxe1 are 

Bl!lonc the few taxes which can be c;raduated in direct 

p roportion to ability to pay, some of the losse1 ot 

revenue trom t he reduction or other taxe1 miGht realon­

ably be made up here, throl.l{;h mod1ticat1on1 or the p reaent 

exemptions and r a tea. 

~. Repeal or Nuisance 'l'axea 

Some Of the present III&DUfacturerll IIXCilll tax111 

can properly be cnlled nuisance taxes, aince their yield 

is small, since administration is dltticult, or 111nce 

they fall upon articles or general u1e. !hese taxe1, it 

seems, should gradually be repealed as the re•enu111 pel'­

m1 t. The Treasury Department does not, ot cour1e, 

recommend that all manufacturers and miscellaneous ex­

cise taxes should be repealed during the next tew years. 

'!'here 111 no assurance that a wholeaale change would inure 

in e•ery case to the benet! t or producers al'¥1 consumer a. 

Uoreover, a good many indirect taxes should be retained 

peroanently to in~n~re the stab1U ty of the re•enue rr•-. 
tem. 'l'he e<!W. ty of the tax system, howe•er, could be 

mar kedly improved by the elimination or some moderate 

acount or t he miscellaneous excise taxes, perhapl 850 

m1111on1 during the next year, the 10111 or revemJe being 
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~~~&de up through an increased use or the incane tax and 

the eetate tax, which in general take 111Ucb more accura te 

account ot ability to pay. 

5· Ooord1nat1on ot State and l'ederal 'l'axee 

It is generally agreed that there is need tor 

the elillllnation ot tr1ct1on between the component pt~rte 

ot the tax syst• or the l'ederal GoYern11ent and those or 

the seYeral states. Although the el1111nation ot present 

conflicts .-ust ot neceee1 ty proceed slowly, a beginning 

can be -de in e1 ther or two ways. A .-11 CQIIIIies1on, 

composed ot representatiYes or the l'ederal GoYernment, 

nnd or the stnte tax adlllniatrations, and or some non­

partisan e.xperta in the t1eld, 111cbt be designated to 

study the a1tuation and to recommend a comprehensiYe pro­

cram tor its 1J:I!lrOYeaent. Another alternative would be 

tor the Ooncreas to adopt its own solution tor the present 

overlo.ppinc ot to.:tes in eoo e !>e.rticular tiel.d, such as the 

esta te tax, utilid~ either the cred1t1ns device or the 

device or Federal collection and d1str1but1on to states. 

6. Conclue1on 

The s~~estiona tor tax reductions and ioproYe-

oenta in the interest or equity, whie..'l hnve been vef7 

br1 otly outlined above, are onl.T a tew ot t.'le p rincipal 

cbnncea which the comolttee 'fflll rlah to consider in 

~lnnning a ceneral r cv1aion o! t he tax aystea. As a 
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by-product of it• d&T-bJ-daT experience in adm1n.1•ter­

ing the re·nnue laws, the Burenu of Intemal Revenue hal 

round a tars- DWiber of o1her instance• in which the 

operation of t he law• could be improved bJ rev181one. 

Final1Y, the ceneral administrative provision•, and the 

decisions and prnotice thereunder, nnd the practice nnd 

procedure in tax cases, are being carefully reViewed, to 

the end that ambiguities and uncertainties may be el1mi­

nnted and needless delnys in litiGnt1on ended. 

'l'he int ormo.tion which will be presented to the 

co~ittee is intended to faci l itate its deterainat1on of 

ths particule.r te..."tee 'mich oucht to be included in a 

~ermanent Federal tax system and the relative importance 

mich should be asoianed to each. In endeavoring to 

ascertain what are the actual inequities of the present 

te..."t provisions, the Treasury has examined the data sub­

c1tted by taxpayers as well as t h e groat mass of nnter1al 

available in the Bureau or Internal Revenue. .Uthoush 

the Treasury believes that the equity of the whole ayetem 

cc.n be l t>.rsel.y i mproved h-J various changes which will be 

presented to the cor.m1ttee at it• convenience, two pro­

positione l111ve been recarded as equnlly tunaaoentc.l 1n 

considering propos~& for changes. In the first place , 

it is essential that the texas as modi fied should yield 
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a total amount of revenue sufficient to balance the bud­

cat and to provide for debt retirement. 'l'he aim should 

be to secure the necessary revenue, Qf taxes fairly dis­

tribut'ed among the different income clc.sses, w1thout 

impeding legi tima.te business transactions. In the aecond 

place , too v1.olent eha.nges i n t he e::d.st1ng tax structure 

ehould not be ma.de on account of their unsettling effect 

upon t 1 
-. soC'lal and econooic Ute of the count17, as -11 

as upon the revenues themselves . Certainty and adequacy, 

as well as equity, are of prime importance in a revenue 

syetem. Changes can be made at this time, however, ·Which 

11'1.11 strengthen the present tax structure: and throulth the 

elim1nation of some nuisance taxes and the provision tor 

proper credits and deduct1one on the income and eetate 

ta>:, point the way toward establlah1ng the 1'1hole syetem 

on a sound basis. 
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' TREASURY DEPARTMENT 

INTUI OP"P1C. COWWUNIC.ATION 

D4ft 

October 291 19S7. 

TO Seeretar)T llorgentb&u 

Herman Oliphant ,.0 .. 

You asked me to eorem1M tbe list of utilities and r allroade 

ago.inst which the Government bas cJ..e.1u w1 t h o. view to picldnt; one 

of each aa a possible subject for a model reorgo.ni~ation . 

It turns out tbat - do not bappen to b&ve 8lJ;f cla.ias against 

companies tbat are very aatia!actory for this purpose . I bave cboaen 

tt;o utili ties and ti:lree railroads , o.nd describe each brief'ly in 

the 11ttacbed ~~&terial . Tbe case as to each compeey is so complicated . 

that no final decision to use ono of them would be possible rltbout 

i'ul·t her and extended. stud¥. Enough is stated in the attached, 

bowever, to guide a decision as to wbathOr any one of these caopanies 

ebould be turtber explored for tbe purpose in band. 

'fbB locatiOI' of these properties 18 stated UDder •Activities. • 

I bope to aa11 ups to ;you later tod~. 

Atte.obments l2) 
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U'l'lLI'l lES IN R:DRGA!II Z}I!IOJI 

.l proceas ot elillinaUon leans onlT two utilit;r reorgant:a­

tions deoel"tiug of fUrther stud,y. lleither o! these COI!Ipanies appean 

e ntirel;r eath!actoey, 'lheae an llidland United COtllp8ll7 (ll14land 

Utili ties Conrpan;r) and standard Gas & Electric C<apan;r. 'l'be former 1s 

part ot the lneull a;rstem and the latter 1a in the B;rlleab;r erst .... 

KII!I.t!!l Ulll'l'ED COI.IPM (and lU!ll.AllD UTILI'I'I:ES COI!P,Ul!) 

Cont rol. !!he ultimate control of thi s eompaJ>T so far && can be at 

present ascertained 1• in !&stern States Corpora tion , doolinated b;r the 

Schoellknp!e and associates; or i n ~ eveat ie in KorganCUnited Cor­

poration intereata. .l maJoritr ot the cCIIOillon and Serlea 1 preferred 

ie owned b;r COIIIIIOnwealth ldison, Peoples Gas Lit;ht & Colee Company, 

lliddle West Corporation, Public Service of Borthern Illinois , and 

Uni ted Gas Improv..,ent COI!Ipaey • 

.la of Decl!!llbsr :n, 1936, 57? , 696 ahal'as out of & total ap­

parently of 4,726 ,921 aharea eoamoa outst anding we r e held by ODited Gao 

Iorpronment . It 1a dollli.aated b;r ODi ted Corpor&tion (has 26. 1:' o! the 

TOting int e rest) , and United Corporation u81ll8 to be interrel&ted with 

American Super Power Corporation (a COlllllonwealth and Southern affiliate) 

through v arloua llliaor1ty inte r eets, aad !&s tern States Corporation b;r 

vir t ue ot the latter' • 23. 2:' inte r e s t 1D St. legis Paper Comp~ which, 
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in turn, holds ~ of Uai t ed Corporation. United Gaa Improvement h&a 

8 . ?~ in lliat;ara lhdson Power in which United Corporation has 23."" and 

Bio&ar& Share Corporation 10 .~; Biat;ara Share Corporation is a Sehoellkop! 

int t1 tution. 

People ' a Gat Light & Colee Camp~ eaema to have a monopol;r 

of the Chicago gae lnnineas and 1a stated &s h oldint: ?87 ,04? shares of 

Midland United Corporation eCIII:IIon (llooey1a Utili tiee, 1937, P • 2145) • 

lliddle l'eat Corporation, holding eaapany for IniUl.l propertieo, 

1o s tated t o hold 1 , 0?2, 688 ahares of e01111110n of Midland United , tojfether 

with 449 , ?50 warrants . !he stockholding in thh COI!IJ>&Il;Y is t;1Ten (llooc!T1s 

Utili tin, 1937, P• 613) u belA£ lll&inl;r in son r&l banke . H 11 aaid 

that out of 3,328,513 shares outahndlng, 1, 710 , 000 ahares went to aecured 

ertdi tore as follows I Banker s '!'mat Company 568,022; Continent&! Illinoil 

of Chicago 4?5, 046; l'irs t Hatioaal of Chicago •72,05?; Central Repllblic 

'f:r'll.a t Compan;r Receiver (B. J'.C. ) 173, 995; General neetrie Coorpan:r 20,880. 

I n addition, lleUey Stuart • CoDp&DY appear• t o h&n bsen given a aub­

sto.atial interest in the reorganisation. 
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hblic Se rrtce of l orthera lllhoh h aa1d (lloo<l)"' e Ut11H1ea 

1937, P• 1753) t o han 264, 481 aharu of c-n of ll141aD4 United, !he ' 

COIIIP&IV' h tied up at leaat b7 contract wHh People' a Gaa Lipt 6 Coke 

ec.pan:r, a a well aa with o_,.ollftalth ldl.aon aD4 'Bell !elephone, In 

fact, 32.9~ of U a p referred aD4 37.~ of ita c-oa are held '117 c,_. 

aomrealth Weon (lloodT' • Utilities, 1937, p . 1750) . c_,.omreelth 

ldiaon in tar1l *owe (lloodT1• UU11Uea , 1937, p . 1017) a conaolidated 

inn atment excluaiTe of that of t he h'blic Senlce of l orthera lllinoia 

i n llidland Unl\ed o f 865, 1197 &hares c011111on , 00111110mrealth ldl&on 1a in 

t he llidat of Tarlo~ aillplifieation plana a a are ot her Inaull propertiee . 

CredUora1 Inhre•h !he C<WpaD;T -. 011htand1~~~: two aerlea of p refe rred 

stock, in addition to one of co1n0n, aD4 &leo certain notee. I n addition, 

ita _.'beldi&l'iea haTe fUMed debts, wbich will 'be conaider ed aep&l'atel:r. 

ll14l&Dd United , Seriea .l $3 cnmulat1Te coneerti'ble preferred 

h ad outatandi~~~: aa o f December 31 , 1934, 206, 9t4-72/100 •hare• entitled 

in liquidation to $50 per ebare, bllt w1 thon t Toting power, laeh •hare 

entitled the holder t o purchase a share of c0111100n at $28.50 t o Dec .. bor 

31, 1933. Dl.eidenda were not paid attar 1932. !be People' • Gaa Llpt 

6 Coke Compan:r ia atated to baTe held 43? eueh aharea (llo~'• Utili ties, 

1937, P• 2U 5) , 

!he p ref erred atockholderl colllltUtee forued in October, 1936, 

conohh of Geor«e II' . Linde&T (of Spe7er 6 ComJ>al1Th ll'bort D. 7areoll 

(of 7arwell, ObaJDAD 6 Co., of Chi eago), and ld•&l'd s. 'Blogdon; w1 th 

Cad• alader, n~::..::.hea 6 Taft, of ll'ew Torl<, aa counaol . 

!he ••• cooaUtee acts for tho Serilo 1 , $6 preferred atoclr:, 

entitled t o $100 at liquidation with equal p reference a e Seria l .l a1 

to aoaet a and dieidenda. 

!Iiddle Yea t Corporation 18 1tatod (llo~1 a Utili t iea, 1937, 

p . 617) to hold 112, 293 aharea of Seriea 1; althoul:Jl 1t 1a ello atated 

(llood:r' • Utili tiee, 1937, P • 2340) that the aaJori t7 of thi• atoclc 1a 

o1rUd 'b7 Cc.non• ealth Edloon Compan:r, People1o Gas Llpt 6 Coa Co. , 

Pu.'blic Sereico Compan,y of lorthern Il11no1a, lliddlo Yest UUUUeo C.... 

PeDT, and United llaa Ulpronaont C~. 

In addition , there oeaa t o be largo &ID<T<lllh of 18Cilr&d no tel 

ontltandi~~&• People ' • Gao Lipt 6 Coke 0CIIIJ)8117 is otated to hold oecured 

5~ dell&lld notes •ounti~~& to $2,442 ,766 ( lloodT1 1 Ut111 Uea, 1937, P•, 2146~. 
h 'bl1o Sen lce of l ortbera I llinoio holdo $1,048, 99• of tucb noteo (lloodT I 

tJ t11H 1eo, 1937, P• 1753) and c->nnalth ldl. aoo $3,078,777 ot tueh note1. 
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in the 

Jcoording to the Hat .. enta filed b;r the receinr» rl th the 

the Hat of chhf 1DdebtedDeun to~,..; the baeia of claills tiled 

reorpni saUon are ae f<t lona 

Continent al Ill1Do1a, $6, 306,298, 35, rl th 1Dt.erest, 

o-1111ealth, Sube141ar;r, $3,078, 777. 23, rlth inhreat. 

People' • Gaa, ~bsidiar;r, $2,442, 765, 74. 

People ' s Gaa LisJ:lt & Cole. ~at, $1,091,130 orith interest, 

Poople1 e Service, Subsidiar;r, $1,048, 994. 23 rlth inter~et. 

In addition two Internal ReYeDne claias are listed, one tor $2,333, 064, 69 

and another tor $208, 806, each or1 th interest . 

%bsi41tr1•• - §egu1,tiee Stneture. 

!he IUdland United seemo to han a total of about 39 w.bs1diar1es 

and sub-•ubs141aries, of which the •ore i'-J>Ortant eeeca to be Central Indiana 

Power CompAJ11 ( controlliJl4 llorthern Indiana Power CompAJ11) , Indiana lla1lroad, 

111c1l&Dd. Utilities CCDpaq (controlling etucago, South Sbore and South !lend 

Railroad and Gar;r Electric and Gas Compan;r - in turn con trollinC Gar;r !!eat, 

Ligbt & late r Power Comp&DT - Indiann Ser.ice Corporation, lorthern Indiana 

Public Service Collp811J', lest Ohio Gas CollpAJ11) , Indiana I!Tdro Electric 

Power Comp811J', Public Ser.ice C0111pan;r of Indiana (operating Indianapolis, 

Colw>bus , and Southern Traction Co,, 'l'erre !!ante !lee trio Compan;r, and 

terre llau.te lea tern lla1lwa;r CCliii])AIIT). 

Each of these 80.bsidiariea aee:u to han a more or leu com­

plicated tunded debt; of t hese lll.dland Utili Uea II8J' be conaldered aa 

apparentl;r the moo t illportant . !hio oo11pa11,1 11 in separate reorcaniu.­

tlon. It appears to haTe outotandin& $6, 000, 000 of unaecured Seriee A 

1938 6'/t gold c1ab8nturea; $8, 875, 000 ot 6~ CUI!IIllatin p rior Han steele 

with Totin& power on defeul t of diTidenda for t weln aontbe (di'l'idellds 

ha'l'e not been paid Iince 1932); 7{. CUIIUlaUYB prior Hen a t ock $12,158, 500, 

ouht an41n& orith equal ToUDg power aa the ~; $14, 091 600 of '11> QDIQ].a­

t1Te preferr.d Claaa A, oritb certain preferences , and $3,316 ,300 of 

cumulatiTe preferred Class A of 6~, orith I indler preferencea . 

United 0.. ~roT-nt Coapan;rie listed as holding 63,000 

aharea of the 7f, C].au A ($6 ,300, 000) of llidland Utilitlea. !be llidc1le 

l est Corporation is listed aa holdin& 1 ,541 aha;ree of the prior lien 

preferred and 1,178 tb:>.re l of the p referred atodc. 

!he s tat ecaent tiled wi t h the S,! , C, on behalf of the trus t ee• 

in reorotanisat ion of Midland Utilit iea lista a• creditors claim• filed 

in the r eor18J1isationl 
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Debenture holdera • • • • • • • • $6,000,000 

Cont inental I llinoia • • • • • • • 4t ,4t76,64t8 

c-.onweaHh, SW:.o141&rT • • • 1, 851 , 860 

People• a OOa LiCht & Coke Truat • • 1,091 ,020 

People 1 a 00•, Suho141a'7 • • • • • • 1,4128 , 670 

and Oollect ora of Internal ReYenuo, two olaimo totaling $2 262 459 

one of which baa bean complehl.y dioallowed by the truatee; (f~r $2:3 869) 

and in the other of Which $171, 729 was allowed lfith intereat . ' 

.&,c ti'Yitiea. !!be Midland United Syatem includea 25 gaa manufacturing 

planta, electric ~otema, and light , power, goa, and tran.portat1on 

aervioes in 943 oommunitiea in In41aaa, Ohio, Michigan, and Illinoio, 

and haYing an eattmated population of 1,810,302 (Moody' a Utili tieo, 

1937, p . 2339) . !he eubai41ar1ea have intero~nnectiona lfith other pub­

lic utility companies, aa for example , Commonwealth E41aon Company, 

Publio Service Coarp~ of llort h en> Illinois , and People '• G<lo Light 

& Coke Comp11117 of Ch icago . 

Reorganization. The Uidland United System is being reorganized in un1ta. 

'!'he parent CO!I!P~. Midland United Co~, and certain of ita aublid1arieo 

(covering p roperties which sene 630 colllliWiities and a total of 1, 121,307 

in population) io baing aeparately reorganized. Midland Utilitiea ia 

another UDit in reor&8Jlh&tion. 'lett Ohio OOa CQI!IP&DY , a aub-auht1d1a'7, 

1a a third unit in reorganization. In addition , a auh-ouba1d1&'7, Chicago , 

South Shore and South :Bend Railroad is in receinrohip. 

The atatemento on fila with the s.E. C. indicate that the claima 

againat eacn of theae two col:lpeDiea are largely aecured b7 pledged 

collateral , and also contingent claima apinot the parent are reoo.,.arabla 

againat the suhai di.azy in large part and Yic• yeraa. '!'he collateral 

pled{:od seems to include 1n large part interut-beariDG notea. 
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S'l!ANIW!D G4S & Eli£0TRIO COI.IPID 

Col\tl'ol. !hie COII!p&ey is contro l led by StandArd Power & Light CorpJ>ra­

t lo!l, which in turD ia controlled by c:.reditor1 of United Statee '!!lectrio 

?ower Corpor ation and H. IJ , :B)'lleeby & Co~, '!'he United St a tu Electric 

Power Corpora tion bad pledjted all of ita holdint;a of Standard Power & 

Light (1 , 226,298 eharea coiOC!On and 12,798 Series :B comoon) with banka 

for lo .. na or $13,500,000. On .t.ucuat 12, 1936, tbe balance of tbia loan , 

$11,946 ,735, owing to tho Chaae National lla;alc, GWl.rant y !' r'U$t CompanJ', 

and Chemical llanlc & ! rust Coll!p&n7 haTi ng been taken up by a banking group 

conaisting of J, Hen%')' Schroeder !&Wcing Corpora tion , :Bancaae rica-Blai r 

ilorpornt i on , Jr, C, La:ngley & Co., .l. C, Allyn & Co,, and Doanu.el & Coao-

, pe:tJ:I for $3,500,000 , the collateral, 1 ,226 ,298 shares of Standard Power 

& Light collltiOn and 12,798 aha.rea ! colllliOn, were b~t in at public auc-

~ion in lloYOmber 1936 a a follows: J . Hen%')' Schroeder :Banld.ng Corpozos,.. 

t ion 441, 205 common and 4,328 Olaoa B; BancaMeri ca-:Blair Corpora t ion 

226 , 602 cOCGOn and 2 ,1.64 Cl.aaa B; w. c. Ia.ne;ley , ;., o. Allyn , Dnanuel 

& Co!IQ&n7 and Granbel')', Safford & Company 220 , 603 cCilllllOn and 2,165 Cl.au 

B. '!'he H. W. :Bylleoby & Camp&n7 owno a lll&jority of the ! co~D~Uon of 

St andard Power & Light Corpor a tion (330,000 aharea) he ld in a Yoting 

t ruet expiri~~,g llonmber 8 , 1946, of wh i ch :Berna rd 11. Lynch , Hen%')' c. 

CUillloine , and llatthew .l, !Jorriaon, directora of Standard Power & Light 

Corpo ration, are t rustees. H. w. :Bylle sby & Company ia controlled t hrough 

54.6~ voting stock owned by Bylleeby Corporation. 'l'he Toting truoteu 

are e nt itled t o elect tbe minority of t he board of director• of Standard 

Powe r & Light , and the latter enabled t o elect the majorit y of Standard 

Gu & Electric , !her e · are 440 ,000 aharee of Common :a (whoae atockholdere 

are entitled to a majority of tbe directora of Standard Gas & Elect ric) 

and 1 ,320,000 aha.rea of coarDOn (enUtled t o a minority of direct ou of 

Standard Gao & :Shot r io) . The directors of Standard Power and Li ejlt 

a..,. F , G. :Badallhauaen, V1c~or !t:lamlel (Emanud & Oompaey) , :a. 'II. Ly"och 

( of the :Bylle&by intereat o) , w. ;., Uorrieon (of the :B)'lleaby 1nterea~a), 

L, H. Seagrave ( chairman of the board ot .lll!erican General Corporation 

which 1a affiliated w1 tb Unit ed Founders ond tbe group controlled bT 

the Equi tT Corporat ion) . 

According t o a ata~ement filed by ihe 'l'raniAillarica Oorpor&­

tion , :aancamer le&-:Blair Corporation and 'l'rana&ll!erica General Corpor a tion 

under s ec t ion 3(a)(3)(.l) of the Ut ilit i es Act of 1935 f or axell!Pt ion , the 

t h ree c~iea owned aul>atanti.:ll intereeta in the aecurltiea of ihe 

Standard Gas & !leotrio and Standard Power & Light . !lowenr, in Febru&l')' 

1937 application • • made f or wi tbdrawal of the exell!PtioD ap;olica t ion 

on th.e cround that the ooiJ!Pillli ea had ceased t o own aa lllllCh as 1~ of 
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the aeeuri tin. !he application oaid that BaDc•eri~M.air oned after 

dhposi Uone , olll:r 175 , 800 lhareo of St andard Power A Li@:l;lt , or 9.9~ 

of ouhtandiDg aeeuri Ueo, and t hat 1t oned 850 oharea of 71> Clllllllatin 

:!'referred of Standard Power A Lt e:J;lt, 700 •hare• of Standard Gas A XJ.ectr1c 

$7 prior prefer red and 2,000 lharee Claaa .l of a tu'beidiar;r, LOIUnUle 

Gao A lleetr1c Co.paQ1. Pr i or t o that date Baneamer iea-Bla1r held OYer 

lfJ/. of the CCIDOn,and Tarious .-ounh of the other seeuriths and notee. 

Cro4i ton. helud.1Dg i h tubsid 1arha, Standard O.s A Zhctrtc has OILt­

standing the follonncs 14,823, 000 fi1, gold notes due October l, 1935: 

$15,000, 000 6'f> gold debentures Series .l, dne 1951: $10,000,000 Sertu 

B dne 1957: $9,826, SOO Elf. col1't'ert1ble gold DOtes due 1935, I one of 

theae aec:u.ri tie a h collaterl1sed b:r sortpp; the:r ftre offered a t 

v iU'iou• time& b;r H, M, B.rlleeby & CCIIIpaD.T aDd aa~oclates, !here are 

sneral c-..J.tteeaa !he Xi1111ear .,..nttee repreoent1Dg the fJ!. notea 

due October 1935 conohta o t W, s. l:im~ear aDd aenral associates. 

!he Mellober h cCIIIIIi t tee, repr eoentlng 11)\o and. debenture holder s, 1o 

beaded b:r Senuel McRoberts (Great Jaertean Inourance Ccmpan.r group): 

G. I • .b'alab:r ('tidewater Oil , caurornia Packi ng , etc. ): R. c. 1!1ebard 

(Boula Insurance COIIIJI&IIT) and a..Uton Pell of Pell A Ccmp1111:r: thio c~ 

mlttee .. ..,, t o he tied in with the Manufacturer. ftonat Compan;r, .lnotber 

cCIUiittee r epreeentinc s1a1lar interesto is headed by George Mc.lnen;r, and 

includee Leroy J , Weed of Gl.m1 A CaapanT, t he publ1ahere, and John fanneclc. 

!he var loua c.-1 tteea are epparenU:r at odds on plana tor reorpnization. 

It also appears that t her e are op4n accCIIIDt debts , counterclaiu be tween 

the eospan:r aDd Standard Ga• & Electric and also Deep Roclc Oil Corporat ion, 

in receivership, e t c • 

.lccording t o otat aoent s tiled with the S. ! . C, the liabil itiea 

aa of December 31, 1936, include a t\ulded deb t of $73,649,500 (conaiot­

ing not onl:r of $14, 823,000 fi. gold not es, $91826, 500 f1!. eotrertlble gold 

notee , $16,000, 000 ef, gold dehenturee .l. and ~10,000,000 B, bolt alao 

$24,000, 000 of fd. gold debentures due J'ebru&r)' l , 19157 of the St andard 

Power & Li@:l;lt , aoOtmed b:r Standard Gas & Jllectrte. l'urt henoore , tbe cce­

Pan.r hae contiJICPt l1abil1t1ea au;regaU ng $254, 463. 'rex elai• are 

Uoted aa $385, 203.71 and intereet of $1, 653, 095. '!'he atatement •a:ro 
1 

that t her e 1a a dispute ae to the hder &l t a.. 11ab111 tr. in tho trustees 

opinion the aasea..,.nt llade acatnet t he compaJii1 11 largel:r in excen of 

the maximum liabili t;r. 

!Uboidiariela Standard a.o & Electric has a t least about 113 oubsidiari .. 

and tub-oubaidiarlee. Of t hese , t ho moot iJiportant ••• to be the 

Celifomia Or egen Power Colllpal11, Louinille Gaa A lllectrle Caop.x~r, llarlcet 

Street llail• a:r Cc.paq of San Pranchco, llountain States Power Caopen:r, 
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Jortbern State• Power CcapiiJIT Cot lll.D.Dieota, 1filconelll, &Dd Delaware) , 

Olippna Power C.-paJIT, Chipp"a all4 Jl•'be& lJOProT-nt C.-paJlT, 

Oldebaoa Gas " Electric 00111paJQ', Philadelphia c~. Conaoliclatecl. 

Gas C<apeJ~T ot Pi tt•bar~, 'Dilqu.eena Li&bt CcapaDT, <be nick & 11amar 

Jla11 road Oaop11J17, Alleche!lir Connt7 Ste• Heat ec.p..,, llo110Dpbela 
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Li&ht & Power CaapiiJQ', !qu.ita'ble All t o Oaop11J17, l'blHa'ble Ileal Ia tate 

C~, !qui ta'ble Sale a 0.-paDT, ll&rwiclc Coal & Cc:lte Oaop11J17, l ntuck7>­

lea t Tirt;illia Gas Ccap&Jl7, hanr T&lle7 !Taction Cc.p&!lir, l'biladelphia 

Oil C<lllp8JI7, Pittabar&b l!ailwqe Caop&ll7, Pitte'ba.r&b llotor CoiiCh C011p&J17, 

Pittl'ba.rch and 1feat Tirsillia Gas Cc.paJV, lcp.itable Oa• C<~~p..,, Snenteentb 

St reet Incline nme COIIIp&llir, Sen Diego Conooliclatecl. Gas & Electric Coo­

P&Il7 , Southern Colorado Power ec.p..,, liaconlin Pu'blic Senice Corpor,... 

tion - ei tber cl.ir~ctl7 or ae IU'b-au'baicl.iariee , Bach o! theae eu'baicl.iari .. 

h&a a more or le11 c0111plicatecl. fu.Dcl.ed cl.e'bt and capital etructure , !be 

COIIIp&llir lil:ewhe h&a &D 1ntereat ill Pacific Gaa & Electric COIIIp&Jl7 ( throu&b 

owtlership of 300, 400 shares of c- 011t of a'bout 6,261 ,000 oba.re1 

outot&Dding); while Borth JmericaD C0111pa117 holds 2 ,002, 487 - llorth Jlllerican 

1o i n the J.Uae Corporation group. 

PropuUu. !be Stancl.arcl. <las & Xlectric CO!II})&IV a:r-~em illCludea a t e .. 

aDd electric pDeratiD& atationa, h7dro-electrie pnerati~~g atationa, 

electric tr&D .. iaeion linea, gao eervice , electric aen ice, and atreet 

rail weT aarTice in P8DD17h&Di a, lentuclr;r, IDdiana, Arlcanaas , Old.ehOIIA, 

Borth JWoota, South l)akota, llii1D810ta, lrh conain, Illinois, llont&Da, 

1fyom1Dg , Colorado, Idaho, 1fa!hington, Or egon, ancl. California, aa well 

a• cert ain oil production, re tilliDg, t ransportation, ancl. dhtributing 

facilities througn the Deep Rock Oil Corporation. 

Reorgaphation. • flulre Hem• t o be co111icl.er able contUct o! 1nt e reah 

eaODg the Tarioua c01111111 tteea. !be Gonr~~~~~ent ' • claim 11 apparent17 

beiag contested, bat 1 t aq be noted that amc:h of t he creditor interest 

11 unaec:u.red, 
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One ro.ilroc.d, the Ale.bam.u, Tenneuee ~<nd Nor thern Railroad CorporA­
tion, in receivership under section 778, and t wo r ailroads, the Georgia 
nnd Florida Railroad Co:Dp&rlf end the 'fl'ichitt., llorthweetern Railrey Comp­
r.ey, in equity receiver ship, pr c:ent cAcc~ docervine of f u:rther tt\ldJ' 
for the purposes of the present proble111 . 

ALI•BHIA. TE!!NE::SEE P.ND NORTHEP.N Rt.ILROAP CORPORATIOtl 

Control : Little is knOY.ll at this point in the tnve•tigati on of tne 
ultillnte control of tllis company . HoMver , it is to be noted tllat I . 
l'ornrd Lehman of Cook, !Iathan, Leluaan und Crecnma.n, General Countel and 
uttorneye for the Re.ilrosd (Ule firu h known to specialize in rulrosd 
bonds) and F . J . Lise.n, the invevtloent banker of !I""' Yor k, are on the 
Botord. Tile other directors appear to be f'roa AU.~. 
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Cr editor s ' Interc::t: Tot..l liabilitieo, exclucive or capitcl otock, 
us of December 31, 1936, were appro:d.ao.tely ts,ooo,ooo. 'l'ne Tret.~ury holds 
• claim agninst the road repr esent ed by c ccction 210 loan in the acount 
of ~151 , 500 principal and C36, 360 intcrcut accrued to J:'.lluu·:r 1 , 1937, ,,nich 
loun is secured by $77, 000 of pri or lien 6% bonds of Ule cnrrier and 
~14¢,800 of equipment trust noteo which o.re a first lien <:.gainst eel'tain 
oqtdpment . The Reconstruction Finnnce Corpor ation holcis a claim of 
{'275, 000 princips.l and accr ued intereot, the I;UllOunt of •:hich is not t.vuil­
t.b1e, ~hic h cluim is secured by t.pproxi•nutely $500, 000 pr ior lien 6% bonus 
of tho carrier t.nd Ule personal gunrnnty of the president of the cnrrier to 
t bo extent of t\110 ,000. Thus the total claillls of the Cover nll\ent a suinr.t the 
currier ue <.pproxi.tllate1y $475,000 or ulmost 10 per cent or the total 11-

~bilitie~ of the carrier. 

Activities: 'lhis carrier, ineorporuted in Ale.bi<JM, owns lines mich 
r un fro"' llobUe, Alc.bu!f., to Reform, Alabw:a, to a junction rlU the i.lobUe 
..nd Ohio Rt.ilrosd, e distence of nppr QXiaately a S ..Ue:: . I ts lines con­
nec t 11t W ceville witJI the St. Louis, Sun Frt•ncisco n..u .. ay -nO it noes 
throu.:;ll &eM>1.ce in connection .. 1 th th .. t line. The carrier owns f t llohile, 
••lt.bw:l8 , "bout 7 , 500 feet frontnge on Ule eus t. side or the M.rbor . The 
equipment , us of Dec~ber 31, 1936, consisted of 16 loco:otives and 389 care. 
The nun!lcr of eJDployees, ;16 Of tht.t d&te, HlC 385. 

Reoreanizati on: Tha cnrrier is now being reorganized under cection 77 
of the Bunkruptcy Act . The holding of the Covern~~~ent is sufrlc ient to be of 
considerable neight in i nfluencing the tenn£ of the f i nal plnn of r·oorgnni:n­
tion . Tho position of the Rcconetl·uction FiMnce Corpornt.ion in Ulat reulll·d 
i c otpecilllly strong since the reorjOani:ntion y;ill req~e nn 110ney end Ule 
Reconstruction Ffne.nee Corpora tion aopeu-o to he the on.J.y pty rellcl;y end 

d lling to <>civt.nce such 010ney. 

Regraded Unclassified



256 

- 2 -

GIDRGIA AIID FLORIDA RAILROAD COIIPANX 

Control: Tbe ultiaate control of t his comps.ey 1e app~~rently in 1111,. 

York investment interests ; tlli1> is evideot fl'OIII an oxamin:1tion of the per­

sonoel of the bo&rd of directors . For examnle, Frn.nlain r:. l!ro~1l ie a 

p:lrtner of Redllond & Coapeey, stockbrokers; li . V. Griffin, .-bo is also one 

of the r eceivers , is a New Yorker, interes t ed in '""1\Y rllilrolld, r enl estate, 

and other developments; W. H. Coverdale is tho "ell-known industrial eogi­

neer, n zeober of the firm of Coverdale & Colpitt s , lnter oetcd in m&~ r ail­

rosds IUid oth6l' enterpriEes; H. B. Baruch ia e ""11-known New York s tock 

b•·oker ; R. W. Daniel is the President of the Liberty llatiom.l Bank of New 

York . 

Creditors ' Interests: 'nle total liabilities of the carrier, exclusive 

of capital stock, aa of December 31, 1936, were spproxil:la.tel,y $14, 000, 000. 

Tbe Tronsury holds e elai= against the receivers of the carrier r epresent ed 

by e section 210 loan of $792, 000 principal and $380,16o intore~>t accrued 

to July 15, 1937, the loan being secured "t!y $1, 100, 000 first a:ortgage 61> 

bonds of the cazTier , r epresenting a first lien on a.ll the lines of the car­

rier . Tbe Reconstruction Finance Corporation bas a cl.sim against the r e­

ceivers of the carrier for $354, 721 principal end accrued interest, the 

uomt of l'<hicb is not sveilahle, the elsie being secured by receivers ' 

certificates. 

Activitiet: 'l'bia carrier, incorpcrcted in Geor8i4, 011llll a continuous 

line £roo AUj,'USta , Geor gia, to llc.dison, Florida, rttb branches to S~tesboro , 

lte Jee , Moultrie and Sparks, Georgie . In June, 1929, the con&truction of a 

57 llile line f'ro11 Aueuats, Georgia, to Green•-ood, South Carolina, was com­

oleted. The Coiapany o>.ns terminal property in Augu:>te and Va.ldost£ , Georgie . 

The freight carried ill com;x>sed chiefly of petrole\111 oUs, tobacco, ltaber , 

fertilizer, fruits, poles, manufactured products, naval stores , coal, vege­

tables , cotton, bricka, clay, sugar , autooobiles and cotton-aeed products . 

Tbe directly operated lines of the cerrier, on December Jl, 1936, condsted 

of apprcxi.ln:ltel;y 408 miles and the nUJilber of pPloyees ms 6:;9. 

Reorganifetion: The carrier ia now in an equity rece1vercllip. The 

c la.ime of the Government totLl 1110re than Sl, 500, 000, which represents core 

than 10 per cent of the total liabilities of the carrier , a ouffieient e.aomt 

to give the Government coneider uble influence in the f ormulation of o final 

plan of r eorganization. 

n CHITA, NOR'J'!lFESTERN Ri.ILI'IAY C.01.1P/INY 

Control• 'l'bis e 0111paey 111 so :=11 tbnt it does not ep-oear to bave di-

rectors a t thia time. It does not appear that,,.part trc• tbe GoYenment ' G 

i nt<rost, stated belo~ , any other subst<.nti el inter .. Lt6 exi tt., excludn 

of stockholders . 
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Creditors ' I nteres t s ; '!be totd liabilities of the carrier, exclWiive 

. of cepital stock, 118 of December .31 , 19.36, ..-ere approximately $1, 500, 000. 

'lbe treasux;- holds a claia against the carrier re-preunted by a section 210 

loan in the -principe.l aaount of ~.381, 750 end interest of $320,670 accrued to 
J anuary 1, 1937, or .. total of e?02,420. tbe 10M i s secured by a total is­

sue of first consolidat ed mortgage bonds i n the Mount of $600, 000 with " 

lien covering tho entire proper ty of the carr ier. 

J.ctivitieo; This carrier, incorporated in Kansas, operates lines ex­

tending froc Pratt to VaU&ttn , Kansas, 74.49 .Uea; Trousdale to Kinsley , 

)Wn~as , 23 .94 miles; Junction to I ukn , Kansas, 1.04 oiles; a tot.IU of approx­

imately 100 lllilee . 'lbe equirimant of the carr ier, o.o of Deceober .31, 19.36, con­

sisted of tw locomotive& o.nd 31 car s . tbe m.lllber or employeea 88 of that 

datE ' as 40. 

Reor ganization: The carrier is now in an equity receivercbip. 

'ibc clo.im held by the Treo.~ury r e-presents ap-proxillately 50 per cent of the 

tow.l liabilit i es of the car1•ier , a sufficient interest to diotll.te the tel'llla 

or the final 0un of r eor ganizati on. tbe r em&ining debts are so split up 

r.aong variOWI aiacellaneoua interests that the Tr811G\lr)' 1S position Obviously 

is oredolllinant . 

·-
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THt: SEC:Rf:TARY 0~ THE TRf:ASURY 

WASH I NGTON 

IIEIIORAIIDUM 'l'O TilE PRESIDENT! 

In rlew of tbe discussion of the matter at Cabinet lteeUng 

on October 22, I tbinlc it desirable tbe.t I give you a brief stete~~~ent 

or wbat t.be Traaaury Deparl:aent bu done so tar about tie bide, and 

that I aubsl.t, tor )'Our cotlllideretion, a stete:nent of what I propose 

to do in the future. 

Tbe tie bids for tires, opened July 1, 19.37, were submitted to 

the Attom ey General. He ruled that, upon the f acts in this case before 

the Depa.rtolent, it was justified in concluding that t hese bids were t he 

rea.Ut of collusion and a COIDbination in restraint of trade , and that 

the rejection of those bide waa, thereforo, justified. lie suagested 

that t!>e matter be referred to the Department of Justice with a rlew to 

prosecution, which was done. Also, the bids were rejected and the 

bidders were adrlsed that t heir bids bad been raj acted because of the 

indication of collusion. 

On September ll, the Director of Procure...,nt readYertised for 

bids 8lld sent notice to all the prior biddei'II and to nuaeroua other 

eompaniae . A&ein no co .. petition waa obtained, and the bide ll&de tbe .... 

a bowing of collusion. Accordingl1, they were again rejected. 

Froa the foregoing , I concluded that turtber atforte to secure 

legally acceptable bida by advertise ... ent would be tutile • The U.. 

being ehort, 1 detel'llinad there wae a public exigency which, UDder the 
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etatuta rerul.at.iJIC Goft!'IIMDt ~buee, authorised a necot1ate4 

contract tor Urea witbout turtber adnrUsiD.& tor bida, ~ 

.lttol'D.87 General ruled, aD.d tbe Coaptroller Geaeral qreecl, that the 

Depart.llcmt wu autborisecl to blq Urea in thie 1I&T • 

.locordiD.gl;r, a oontract tor the needed tires wu necot1ate4 

with Seare lloebllclt a: Ca.paJIT at a aaYi.D.g 1'8ll81D.i !roa 10 to 2S per cent 

Wider tbe prices cont&inecl in the two sets or idenUC&l. bide that had 

been rejected • 

.le to the tnture, the t ollowiD.g is the lepl and pn.etical 

si tuaUon con! ron tiD.& the Tre&elll)'. .lparl fNtll &n7 dutf on the 

Treulll7 to aYOid aid! ng, w1 t h 1 ts petrooage, a coabi.nation n ola t1D.g 

Pederal anti-truet laws, the cl.ear policy ot the etstuts reculatiD.& 

GoTenuent purcheeas and bindiD.& on me is tb&t the Government eball not 

be depri 'l8d ot the beneti t ot collp8t1 tioa b7 collusion a-. biddere 

or otherwise. It the Treasury ie to Cl&lta purchases, it auat tollow the 
. 

law not ODl;y ~e&usa ot the obligation ot the oe.th or public otticare, 

but also because ot the neceeeity or protectiD.g !1'011 pereonal liabilit;:r 

diebureiD.& otticers cell e4 oa to pe;r tor auch purobuee • 

.lccordiD.Cl;r, when the next case or tie bide COlle& be tore • 

tor actioa, I propose to proceed u tol1on1 

1. I shall ask the Attorney General epeoitical~ to 

rule whether on the facts or the cue then before 

.. I would be j'IUltitiecl in coacludin& that DO ool­

lueioa or other nolation or law aa preeent. 
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2. It bia auwar 1a in the atti~Un, I e'-11, 

to protect diabursin& otticera, uk the 

Coaptroller General tor a apaoitic rul.1nC 

wbetbar, it a contract ware concluded w1 ttl aoe 

ot tbe identical biddera oboaen b;r lot, be would 

approve diaburse.enta thereunder. 

). It tbe Comptroller General 1 a auwer ia a1ao in 

tile atf'UM.tin and it at ttat t1.e we are, aa now, 

without a uniform polic;r applicable to ell depart.­

.ents or tbe Govern.ent, I aball tortloritll conclude 

a contract witb one ot the 1dentica1 bidders, 

cbooaing Ida b;r lot. 

4. It I do not get an att'i:rm.e.tive answer froa botb the 

Attorne;r General and the Collptroller General, I aba1l, 

as to purchases t or ot her deps.rt..enta , ask ;rour 

appro..a.l. tor :oe to reter tbe utter baclc to aucll de­

partaenta to make their own purcba8••· As to pur-­

chases tor tbe TreaeU1'7 Departaent, I aball eDdea-.or, 

b;r private negotiation, to secure tbe beat possible 

price tor the Goverlllllent ae, wi tb the approval ot tbe 

J.ttorne:r Gena.ral, waa done 1n the tire case. 
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1541, OctobEr 29, 5 p . m. 

FRO~! COCHRAN . 

GRAY 

Paris 

262 

Dated October 29, 1937 

Rcc 1d 4:19 p . m. 

Exchange t rading in Paris very slew today in anticipa­

tion of tht four day holiday since b~nks and n.arkr t.s do 

not rEopEn until \/EdnEsday morning. Franc sterling ratE 

fluctuated bEtwEEn 147 . 14 and . 45 with Fr ench c•mtrol 

EvidEntly opErating vEry s l ightly. Dollars offered ?n 

reported s t atEmEnt by Bonnet at Radl.cal Socialist r onvcntiou 

in Lill£ today that within t h£ nExt f ew days and for th£ 

first timE for a considerable period ghj ps would b£ br i nging 

gold to FrancE from thE United States. 

WEaknEss of dollar due furthermorE to hEavy salts 

. f dollars in London from Stockholm and SwitzErland, with 

Ctntral Bank of latttr country reported as stlling. Swise 

Bank Cor poration is aaid to havE bought additional 200 bars 

of gold with proCEEds of dollar salts . 

Paris market expects early bond issue by DEpartment 

of th£ Seine amounti-ng to from 600 to soo,ooo,ooo francs 

6 percent , 15 years at 94 . There is gossip this evening 

t hat 
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that Renault automotivE workErs may strikE TuEsday tor 

12 7ErcEnt wagE lncrtast . 

Sine£ prEparing abovE mEsaag£ I havE rEad BonnEt's 

Lillt spttch as g ivEn to L' INFOR11ATION nppar tntly in 

advancE . I find no statEmEnt i n regard to gold coming 
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bErt from AmErica. Tht spttch rtcitts 

JunE 1n FrEnch f inancial and budgetary 

impr ovEmEnt sincE 

situation and ·~·-

reaffirms adbErtnct to tr1part1tt agrt t mtnt wr~ch cxclu~Es 

exchange control . 
BULL ITT 

S!:S 

El'B 
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, 

RB GRAY 

London 

Datcci October 29 , 1937 

Reo ' d 4:05 p . m. 

Secretary ot State 

il:tsillngton. 

677, October 29, 7 p. m. 

FCn T:.\Ei..SURY FR0!4 BUT'l'ER':I03'l'li. 

As of ~os~ible i nterest there is sEt forth below 

certain Ll~prcssions received in con~!rsations in the 

City s,.nCE rrr;r return to London rcgarding changes which 

~~v£ occurr~d in City opinion during Sept Ember ~nd October' 

(One) ks mentioned in No. 673, Octobcr 28, 6 P• m. , 

t hE thought is now fai rly frequently c~prcssed in th£ 

City that tb£ peak o! Britain's rcco·;cry movctn£nt baa 

been passed and that whereas no drastic decli nES ar£ 

expected t~£ trend of activity will slo~ly but surely 

go downr.ard. Consequently, a not£ of caution is b£ginn1rg 

to bE sounded which, of course, has bEEn partly occasioned 

by th£ 1•ccent declines in t hE NE'1 Yor k stock market pnr­

ticularly and to aome e~tcnt in thE London mar ket . 

Jncidtntally, thE new money market has bEen virtually 

dr1£d up sincE the s econd week of SEptember. 

(Two) As regards France , a notcworthT chang£ hal 

occurred 
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occurred in City opinion which no longEr insiste to thE 

sam£ c;:tcnt on the fundamental contr adic tion of a Front 

PopulairE GovErnment attEmpting to induct thE ntcEssary 

capital to r Eturn to France . This SEEms to bt duE partly 

to an a!)prEciation of thE Jll'Ogrtss which Bonntt bas mad£ 

to~ard balancing his budget (and this i s particularly 

apprEciatEd by thosE who bav£ in mind tb£ unbalanced statr 

of th£ British budgEt) and pertly to thE bElief thnt thE 

Ltft movcmtnt in Franc£ has now i.>En: halt ed an<'. t hat thE 

Frtnchmt:n whosE hE art is alway~ to !,;-.;: LEft has no•? bESI;lll 

to tt.inlt of ;u.s pockctbook which is al ways to t h~ Right. 

Ncvcrthtlcss , thE Ci ty docs not considEr thE pr~scnt rrarc 

level a~ stable and is inclinEd to r.cliEVE that wh"r~ns the 

f ro.no may come to rEs t finally at a bout th£ prEsEnt lEV£1, 

it uill only do so afttr exceeding this itvcl by possibl; o 

considerablE amount. lncidtntally £Achansc dcalcrs who i~ 

rEcent ycars bavc beEn highlY criti cal of thE ma~~Er in which 

the FrEnCh fund has optra tEd arc i mprEsSEd with t he skill 

displayEd and thE tactics adopted during thE pas t few ytars . 

(T!'>.rEd ThE' City SEEmS to bE 1f anything morE SEnsiti'IE 

to intErnational political EVEnts , parti cularly in Europe 

than EvEr bEforE. This i a due mainly to thE fact t~~t until 

rccEntly it franklY favored a Franco victory in Spain bUt it 

has now 
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has not~ COli\£ t o EvaluatE Franco in tErms of Italian 

aspi rations , a thousht whic h it finds moat disturbing, 

266 

As· rE~ards t hE Far East, a dirEctor of onE of thE largE 

Er.gl~.s~: F::>.r E&Gttrn banks summarizEd ita vitw as follows : 

"Lots of ::lritis h moncy has bttn lost and still morE will 

bt lost ; nothina can b t d one to s top it and nothing will 

bE d onE to ~ t0:9 1 t ; in th£ tnd , howt:•.rtr , t hE Ja'9ant st 

"ill ov;::•:•tnch ti:tmstJ.ves" , 1n :::;m tral tilE City l cc:{a 

t o futurE EuropEan politica l r:an£u";; :-'.ngg t o bE cb.&x·'l<:ttriztd 

by s r.ocll: t actics a nd thEr Efor E ,;.npr tdictab:.E in t heir con-

stqu;:ncEa . 

sus 
EMB •• 

BX::or.A:.I 

• I 
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At ru:tt11'13 lu: rE yesterday of Council of International 

Chamber of Co=crcE Aldrich of ChasE 3enk who he.s bEEn named 

chairman o f Chamber's new cotunj. ttce on monetary an<! credit 

policy is r q>cr tEd to have said <;;~at n c lasting economic 

rccove:ry ~ n thE world is possiblE so long a s the problem 

of mone:tary stabili~tion is not solve:d, industry and tradE 

rcquirin; a stablE mEasurE of valuE on which thEY can bast 

thei r b:::s.._:'lESS . :"E add Ed t~t ll);lono t he f i rst problE::uJ 

nhi ch ;:is oOIIIlli ttEE would undcrtalr£ ="1:.1<! undoubtedly be 

thE st1.X'.y of possiblE means for cxtcnd1.t:g tl'>-E tripartite 

agrecncnt to a greater number of countriEs. 

F-~·an t:.lis morning' s pre so accounts of yestErday ' s 

LillE m£Etir~ of Radical Socialist party i~ appe ars t~t 
l!inistcr o::' FinancE BonnEt did makE thE statement in r egard 

to g ol d co 1ing ·from thE UnitEd States t o Franc£ mentionEd 

in my 1541, Octooor 29 , 5 p .m. not in his preparEd addrte3 

bu t w:•m discussing a resolution. 

(End Section One . ) 

RR:cs::. 
sULLITT 
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ThE following is a translation of thE rEsolution on 

f inancial policy votEd by a vEry substantial majority at 

thE Radical- Socialist CongrESS at LillE on OctobEr 29th: 

"REcalling thE par ticularly sErious financial crisis 

at thE End of JunE , which thE Radical Party has bEEn ablE 

to ovErcomE, 
ro~Ends CamillE ChautEmps and GEorgEs BonnEt for 

having rE turnEd to thE traditional doctrinE of thE part y 

and to havE thus lEd thE countr y into thE path of nEcEs-

nary financial r Econstruction; 
ConsidErs as indispEnsablE thE rEalization of a strlct 

budgEtary balanc E; 
REsolut El Y rEjEc ts ExchangE control , whi~ woul~ 

rES\Ilt in isolating FrancE from othEr countriEs and would 

dEfinitElY r uin thE currEncy by thE unlimitEd inflation 

which it would provokE ; 
REjEcts , for tht prtsEnt, so-calltd structural (or 

constitutional) 
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consti tutional) rEforms; and insists upon the policy of 

pau3E , without any r idEr or chang£ , such as was definEd 

in thE RambouillEt dEclaration; 

Dtmands thE rational developmEnt of production under 

or. trly and ltgal conditions , which alonE can makE it 

possiblE to overcomE thE crisis, improvE t hE commErcial 

balancE and assurE thE stabili . , of thE ~urrEncy ; - .,. , 
DEclarEs ~ndispEnsablE as regards thE f orty-hour 

law a morE fl ExiblE application and ·onE morE adapted to 

rEquirEmEnts of national dEfEnsE , and thE invEstigation 

or ~EnsurEs likElY to ltad , through confidencE in thE 

dtotiny and prosperi t y of t hE country, to thE rEturn to 

circulation of thE capital which has tai< En flight . 

'!'hE CongrEss r ecalls , in conformity Vlith thE desirE 

ExpressEd at Biar ritz, that thE occupation of factories 

is unla.vful , and t hat t hE GovernmEnt's duty is to put 

asi~E such occupation without dtlay . 
ThE CongrEsS condEmnS all agitation cnrriEd on by 
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any on£ of tht organizEd political parti Es . In this rE­

spEct it intEnds to recognizE its rEsponsibility, and 

to stress its dEcision no t to allow any encroachmEnt on 

thE rights of labor, or to do anything which might harm 

thE rEtst•blishmEnt of prosot rity sod thE f i nancEs of 
thE countr y 
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thE co·mtry, and the rEtUfn of nll FrEnchmEn to thE civic 

pence indispensable to ward off thE dangEr s which threaten 

I t is significant and is strEssEd in the press thnt 

Bonnet himself was largely rcsponsiblr for thE tc~t of 

the resolution. 

( :;:ND MESSAGE) 

BULLITT 

hSB 

• 
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In reply refer to 
EA. 793.94/10893 

October 30, 1937 . 

The Secretary of State presents his compliments 

to the Honorable the Secretary of the Treasury, and 

quot es below for the information of the Treasury an 

exc erpt from a telegram of October 29 , 1937, from t he 

American Embassy, Peipi ng, China, concerning plane tor 

the financial future ~f North China: 

•.1 campaign by Domei news agency bas been 
apparent in the Chines e press during the past 
three days the purpose of which is evident ly the 
weakening of banknotea of t he three National 
Government banks . Thi s may be a step in prepara­
tion for the establishment in North Chin& of a 
new fin ancial set up. It is known that plans t or 
the !1 nancial future of North China hll'fe been 
under discussion 1n tientsin during the past 
weeks by the Japanese aut horities. • 

.... 
H. F. 
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