
"• 
Deoellber a, 10:57 . ~-' 
:5:157 p.a. 

KIIJr: Hello . 
lalt.er 
oua•UIS•: Hello, HIIU7 th11 11 Walter . 

IQIJr: 

0: 

HllJr: 

0: 

HKJr: 

0: 

HliJr: 

C: 

HYJr: 

C: 

HliJr: 

C: 

HIIJr: 

C: 

HJUr : 

0: 

HUJr: 

0: 

Hl.IJr: 

Yea . I don'~ bear 70u awtullf well. 

Ob, bello, HeDr7 , tbia ia Walter Ouaainge. 

Yee. 

Hear me now? 

Yea. 

HeDr7, our t1rat oboice on tba~ would be, of courae, 
to iaeue all bonde. 

Wba~? 

Our t1rat choice would be t o haYe you ieaue all 
banda. 

All bonde . 

Iee, I'll tell you why . Iou 'Ye got tour hundred 
and fit~y five million due in Marob. 

Yea. 

Like to have 70u clear there to be 1n a poei~1on to 
1aeue notea there becauee we know tbat they will 
~ake, next. llarob and that wouldn 1t ooape~e with any 
deaand e t or oap1~al. 

I see. 

That would be 111 t1r1~ choice. 

Fire~ choice, all bonda. 

Al l bonde, eigb~ 7ear bond• a~ ~wo and a halt . 

Uh-hllb. 

Now if - if you deci de ~ba~ that ian't t he w1aeat 
thing to do Henry , then I would otter tor oaah 
1n exchange the new iaeue, the fiYe year one and 
three quarter note eight year two and a halt per 
cent bonde and let 1~ tall wbereyer it would. 

I aee. 
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o: You eee then you'd be - you 1d be dead aura, you 
know that the entire offer would be aooepted. 

HKJr: Yea . 

c: And t o ellow you how I feel about tho" bonde , ae 
far ae our b&Jlk ie oonoerned, we would eubeoribe 
the lialt and be glad t o get thea, and I think the 
bond inue would go onr "'rf good right at thie 
tiae and I 1d rather ha·n the - plaoed 1n bonde 
now when we'r~ pretty eure t hey'll take it rather 
than take a ohance next Karch. 

HIIJ'r: I eee. But your bank would take the lai t on the 
bonde . 

c: Yea. We'd take the lillit on the bonde. Happy to 
get thea. 

HIIJr : ijow ll&n.J - under your 11111t llow -.n,y could you 
eubecr i be to? 

C: Forty fl.,. a1111on. 

HUJ'r : How auohl 

0: Forty fl.,. or fifty m1ll1on. Forty fin a1ll1on 
we can take . 

fDLJr : Uh-huh. 

C: I'• eure that out here 1n th1e countr, that t .hat 
offer would be - that their bond ieeue would go 
o•er good. 

IWJr: 

0: 

HJUr: 

C: 

HIIJ'r: 

0: 

Ha•e you talked to ~ of your correepondent b&Jlkel 

Yee, we're 1n touoh with thea all the time. 
PracticallJ e•ery ~. Had one of thea- well we 
ha.,e thea e•er, ~, we' •e been talking th1e thing 
for two weeke, Henry. 

Yee. And that'• the conceneue of opinion? 

Yee , that ie out here. 

Well would other b&Jlke do the eue thing out there? 

I - I 
know. 
haue 

oan't - I oan't an1wer f or th••· I don ' t 
But I'a eure t hat thie would go - the bond 

would go oYer .,, ry good. You e ee, you ba•e 
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!DIJr: 

0: 

HKJr: 

C: 

tOUr: 

c: 

FBUr: 

C: 

RlUr: 

0: 

Hl!Jr: 

c: 
llliJr: 

0: 

HllJr: 

0: 

llliJr: 

- 3 -

DO ~~&tur1t1ee then, )'OU lmow, 1n l.Q45. 

Y .. . 

Loolt1ng ahead 70u' n onlJr got one u.tur1 t7 -

Yea. 

'• l t:' ._u g 

Due at that date ot a m1111oD tour hundred thouaand. 

Yea. 

What I'• concerned part1oularl)' HeDX7, ia loolt1ng 
ahead to Jlaroh. 

Yea. 

You Jmow the notea will go f1Da. 

You aean -

Put thoee out any tl.lle and 7ou'd haTe DO trouble 
next Karch on that tour hundred and fifty f1Te 
m1ll1on and nobody could •S¥ that the Government 
wae competing w1th 1ndu1try or anybody els e tor 
aoney . 

Well -

That'• -r real reaeon. 

Could 70u talk to •o•e ot 10ur tr1endl and call •e 
baolt tomorrow afternoon and let me ltnow whether the7 
feel the eame .-,.t 
Yea, I'll sound out a few more H8Dr7, and call 70u 
tomorrow. 

W1ll )'OU do thAt? 

Ye1, I'll do that. 

Thanlt )'OU. 

0: All right. Goodb7e. 
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- INTil" O Pl'lC& COMMUNIC.AT10N 

""" Dec. 2, 1937. 

:Jr. ::!us 

Sa-Ject: I s t~~e ~n onportuno t1~o for a cotton sales 
procotion Oll.lll!lllibll? 

Oonclua1ona : 

An enalysia of the cotton eitut" tion i ndicates t i>.at t his 
~uld be e~ op~ortune tics for Federal coo~eration in atimu-
1·~1n. ~ctiv!ty in t~e textil e industry, since (l) t he indus­
tl'!' •. ,,c?.rs to !l.rve ne~rly coJll'9].eted 1ts f'dJust::~ent to the 
ove:""ro 'uction or 1:-st s 'rin.:;, e..!\d r ith the c.i d of this yeEr ' s 
l•r ·~ oro" it should be cr.on,; the first to i:a">rove in l9JS · 
(2) cotton nrices e"n~er to ~ve rerc~ed ~ l~vel from rhlch an 
u~ :·J::on ern oe e:":~ected , particularly in viPTt of ')l=s for en 
•ere,,·~ r eduction ">rogrrm ne:;.:t snrinG. · 

An•l•rs is of t he Cotton 81tun.t1on: 

A curtailment in cotton nill activity since mid- aunoer, 
· ·ou~··t on oy e.n enrl1er peri od of overproduction, has been 
·~ i:nort~t rector in the current business recession. The 
·•::-1c ~s of ;:oar cotton ~nd cotton :>roC:ucta 1\t-ve at the sene 
;~··• declined severely, in !'art bect.use o! tile production of 
• r•c?~ ler£e oro,, which hcs fUrthPr contributed to un­
!•ttle··uant 1n t :te indue try. " 

Since cotton 1e the most i mportcnt cash crop to far~ers , 
nol"JJ•lly cont r i butinc more direct cash income t han all grain 
Cl~~r co~bined, ~nd s ince t he cotton 1nuuatry 1s t he most 
l~ort~nt s1n~le industry f rom the standpoint or industri al 
f::n)loy .ent , any effeo'G1ve a ssistence ''hi oh the Federal Uover n­
~;nt o?ulc Give to stimulate &ct1vity in the cotton industry 
e1oulc be or direct benefit to industrial ect1v1ty e e a ~hole. 
:~c~e·sed cotton coneu~~t1on, rurther~re , ~uld tend to r aise 
co:ton -rices end i~~rove taro inco~ea . It would be of direct 
!1n·nci ·~ benefit to the Gover~ent t:.::oougb decreesln~ its 
p- •n.·i tures tor unecployt. ent relief, increasinG ita tax 
~·v•nues , ~~d reduci~ 1ts liabilities on cotton held as 
&Pcur1ty !or loans. 
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Federol asaiste.nce to the cotton industry may be directed: 

(1) To~rard increasing mill activity e.nd t hereby i mnroving 

·ene::-•1 business activity t>nd emplo)"'lent; ( 2) toward i l!lproving 

,t•1ces end thereby imp rovinG fnrm purchnsint:; oower. An effec­

tive :>l'OCI'Illll y:ould in some degree 11ch1eve both objeoti vee. 'l'he 

effectiveness of any prograo, however, would depend in par t 

u~n i ts tim1nc . An attempt to raise nrioee t oo soon mi~ht 

r~ •;.a ire (;rOll t effort to aocol!lpliah small r esults, and l1ke­

~1se ~n attempt to increase mill ectivity prem~turely mi &ht 

be un~roductivo . We have t herefor e analyzed t he t extile 

situ, t i on &tl'ti stioally, to detercJ.ne hov· soon r. n unturn could 

o!'<l11l"r11Y be eXpected. 

AdJust ment may be comnleted by end of J nnuary 

DurinG t he crop year just past, the conow:mti on of 

L'•r1cr n cotton by United States mills established e new 

rec?rd of 7.76S,ooo bales . Par t of this, holl'ever, was due 

to oneculnti ve influences, as e. r esult of which a n i ndet er­

~n~te a=ount of c oods reoeins in trade channel s unsold. The 

s~,e influences have also affected textiles other t~•n cott on. 

~e ·wve attenpted to estimate the actual movement of textile 

~t'Oduots into consumption, to compare ~th recent production 

trend& ond thereby determine the extent of overproduction in 

~~ te~tile i ndustry. Per i ods of overproduction, accor dinG 

to thie s tudy, ere characteristically followed by peri ods of 

rtmi:l ad justment such a s the one wh ich began l ast July fol­

lo· 1ns t he overproduction of l ast a orins. Jud&ln& from pre­

vi ous exoerienoe, t his adjustment should soon be completed, 

">r:>bt-.'.ly by the end of J l'nuery, 1··hlch should place t he indus­

t l'Y in position for increased e.ct1v1ty early in 1938. The 

e~tect of the unusually large crop of cotton now being 

:~rveated should also tend to stioula te consuoption next 

s·,rin.,; e nd summer. 17e believe, t herefore , tha t the present 

1r "~ unusually opportune time for bebinnin& a c~algn 

deol bned to increase mill activity. 

Pries outlook aunsars f avorable 

To the extent t hat the cal!lpa1Gn ~Y be directed toward 

=-~isinG orioee it is also our opin1on that the present tice 

ie P.n onoortune one. VIe base t his on our a nalysi s both of 

-::no ''rice eituction "f:'ith r esnect to r aw materi•la in senoral, 

~nd of the part i cula r s1tue t1on with respect to cotton. While 

the ceneral comnodity nr ice trend continues downward, ~e be­

l 13ve tha t the continuation of the decline from th1e point 

-111 be confined more l~rcely t o finished products t hat have 
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no t yet been edjus ted to t he decline in r nw mnterials. Prices 
o"' rl'ns i ti ve comttodi ties, includin{; cotton, were first t o de­
cline l nst euring , and should be firet to reflect buyinG in 
rn~io1nrtion of a business rise. 

In cotton there are additional ~undo for expectinG a 
r:e!n · .,rice t r end froet preeent levels. (1) The heavy market­
in novement, r-1 tl1 i ts attendant urea sure on t he futures mar­
·:otr , ">e ased i t s peo.lt n month ago. ( 2) Prices r ecently have 
teen ·or~ing up~ard aGa inet decl i nes in other mar kets , and in 
s•li'te of ,.,r ivate eotimnt es i ndica tinG Cl furthe r increase in 
~:~~ cotton crop . (3) The prospect of a materinlly smaller 
crop next year a s I' r esult of t he p1~posed a creace reduction 
'ro~T·m should soon bring buying i nt o the market in antioipn­
ti?n of ~ r i s i ng price trend. A cpmp~ib~ be&u n a t t his time 
ould neve the pr ice s itua tion l a r gel y in i ts f avor. 

~1e pres ent l ow cot ton prices would eventually result in 
r sti7Ulction o! consumnt i on e nd mill a ctivity, but the t ex­
tile in~ustry hes in the pas t been r at her Bl ow to respond to 
c~e~n cotton, probabl y in part becnuee of consumer iner t ia. 
Lo•• "rices in any one season have usually nffected cotton 
oonsumnt ion over a period of several sea sons. This may have 
'_;een due partly to the development of now usee when cotton 
•·as c.lten:>, which were re t Bined even nt hi gher prices. The 
r~co1~ Aoerican crop of 1926, for example, was f ollowed by 
t:~ee years of record or near-record consumption. Increa sed 
• ;t 15 lls rcent to e.Llo"" fo r the i ncrea se in po'!)ulation, t h e 
"!:urea for t!lose three years r.ould be equivc.lent a t nresent 
to 7,"'02,000 bal.ee , 7,515, 000 bales, end 7 .795,000 bal.es, 
r•a,.,eo tlvely. In view of this experience , • e feel t het t he 
c"'n~u,,.,tion of 7,7oS,OOO bales dur ing tho s eason just p~ st, 
•lt\ott1;h est c.blieh1nt; a new r ecor d , r.uo y be exceeded v-hen the 
'll'f'r•nt loll' nr ices have had time to react upon consu:nptlon. 
Gov•rn.,ent effort o rn111ht well be expended a t t his time toward 
P''Pedi nc; up t hi s renot1on. 

A hu_;e sales pr omot ion cru:rpei gn, hl'.vinc; a s a l:eynote t he 
eol•b!"lti on of t his year's bumper crop •·i th tlle resulting 
u~uou·~ b-~c;ains in cot ton b~ods, rould seem the best c eens 
of oti~l· tlng te~tile potivity. A sales oacpaign would tend 
to overcoce consucer iner tia and to increase mill activity 
'urine t he oreeent business r e cession, when it -~uld do DO&t 
·ood , instead of a t some later time. 

( 
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I!IIJ'r: Hello. 

Operator: Dr. Burgeu . Go ahead. 

HJ,IJr: Hello. 
Dr . 
Burs•••: Oh hello, eir. 

!IIIJr: How are 70ut 

B: I'• well. 

Deoeaber 3, 103? . 210 
11:55 a .a. 

HJ,IJr: I hope ihai 70u ioolt those b071 and t1lled t.hea 
tull ot apple Jaok laet night.. 

B: Oh, we had a good tllle. 

!IIIJr: Well I won't aek tor the detaile . 

B: You'd better not. 

liiiJr: All right. 

B: How'd 7ou make out w1tb Aldridge? 

IIIIJr: Well, Dan and I Juet got through, and -

B: Yee. 

IIIIJr: We ne•er worked harder 1D our Una, and - and he -
he - we aorta worked h1a up aD1 we:t, and he went 
out aotuall1 ea111ng. I ne•er eaw a fellow eo 
depre11ed 1D ar Ute. 

B: 

HUJr: Well, he went out ot here 1D a auoh better huaor -
on general oonditione and on the preeeni. 

B: Tee. Tbe7 were all tor no~•• weren't. the71 

IO&Jr: 

B: 

IIIIJr: 

Yea, tbe7 eaid that the7'•e got th1rt7 ti•e 
a1llion ot ihe Pebru&r7'• ihere . 

But. the7 -
The~ weren't all tor notee, but the aa1n ihlng wae 
aake ii a euooeee. 
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B: 

I!IIJr: 

B: 

I!IIJr: 

B: 

HJUr: 

B: 

RMJr : 

B: 

Y .. . 

Kake 1t a 8UOC888 . 

'fb&t' e all rlght . 

Y ... 

- a-

Yee, but I'a all tor the Korgenthau plan th1e 
aorn1ng. 

What ie 1t? 

'fwo hundred and tut .. n and two hundred. 

Uh-huh. 

G1Ye the other boye a oho1ce. 

l!llJr: Uh-huh. Uh-huh. 

B: 

HUJr: 

B: 

HW'r: 

That - we talked 1t oYer a l 1ttle on the trt1n 
COII1ng home. 

Uh-huh. 

I thi.nlt those boye oame around t o that. 

Uh-huh. 

B: And Katty ' e all tor 1t. 'fhe aore I th1.nlt about 1t 
the better I lUe 1 t. . 

HIIJr : Uh-huh. A1ong about. tour I ' ll g1n you another 
ri.ng. 

B: 

RKJr: 

B: 

IIIIJr: 

B: 

l!llJr : 

Well-

You don't go hoae unt.1l f1Ye, do you? 

I yery eeldome get hoae t.hen. 

Well, I'll cell you up juet. ae eoon ae Renteohler 
l eaYee. 

All r1ght. Wow don't let - don't let th1e fellow 
Leffingwell eell 7ou a b1t of goode th1e noon . 

What'• he going t.o eell ael 

Regraded Unclassified



- 3 -

8: He' e goiDg t.o eell J'OU an eae)' .one7 prograa. 

!DIJr: I eee. 

8: He alwA)'e doee that. 

HloiJr: Uh-hllh. Well, where' e - where 1e the Federal 
ReeerYe? 

B: Well, he'll tell J'OU 1t'll be eter111&ed by the 
gold, or eoaeth1ng. 

IIJIJr: Ob he w1ll, rill he? 

8: Yea. Or atop eter111.&1ng, &DTW&J' he'll tell 70u 
that. 

RliJr: 

8: 

HUJr: 

B: 

HKJr: 

B: 

RKJr: 

8: 

IIIUr:<l 

Well, we want -

Well, he - he Juet - I don't want to gh'e the 
wrong 1.11preee1on. He ' e a da11111ed capable fellow, 
and J'OU'll l1.ke b1a, he'e-

What end of the bue1neee doee be do 1n JPN 
ADTfi&J' ? 

What'. that? 

What end of the bue1Deu doee be look atl 

Oh he'e kind of the1r general pb1loeopber. 

Ob, I eee . 

You know he wae Under Seore~ of the Treaeur.r 
and Aee1etant seoretar7, baok 1D the war. 

Y .. . 

8: And be d1d a f1De Job. He' • a great fellow. 

HKJr: Yee. 

B: But be bae got a l1tt.le lean1ns toward the -
toward the 1ntlat1onary e1de. 

RIIJr: Uh-hllh. Well, that' e all r1ght . 

B: Sure. 

212 
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IIIIJ'l' l 

B: 

mur: 

B: 

- 4-

I oan 't onlJ" a .. oo1ate w1t.b OOilllrY&t11' .. like 
70Ul' .. lf. 

Well, I'• not a ooneer...at11'e . 

I eee. 

Ae a aatter of taot, 1D the beg1DD1ng of the 
great depreeelon Rueeell and I were right to­
gether oil epeed1Dg thinge up. 

213 

JQIJr: Good. Well , eer1ouel7 , I th1Dk 1t'• - I 11ke to -
••• set a oroee eeot1oo . 

B: Yee, ot oour .. , I th1Dlt 1t '1 a t1De t.b1ng to do. 

III&Jr : Yee . Well , I ' ll be oalllng 70u baok at t our . 

B: O.X: . 

llltJr: Thank 70U. 

B: Goodb71. 
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Deoember ~. l.e~7 . 
a:~ P·•· 

HIIJr: Hello. 

Operator: Mr. Ou••' nga . 

H»J'r: Thank )"OU. Hello. 

0 : 

HIIJr: 

O: 

HMJr: 

We're read.J . 

Hello. 

Seoretary Korgenthau? 

Yu. 

O: One .o•ent. Chicago. Go ahead pleaee. 
Jaltar 
CIIU1n6&: All right. Hello. 

IIIIJ'r : Hello, Walter? 

0: Yea, Helll7. How a.re JOU tod&7? 

Hl!Jr: 

C: 

HKJr: 

C: 

IIIIJ'r : 

0: 

HliJr: 

0: 

0: 

Ob, I'• all right. 

Henry, I 1Ye been giving ao•e thought to this and 
while I ' d like to have all the bonda put out,)"OU 
•igbt not want t o do that, but on the aaount that 
we could take out here 1n Chicago on a etra1ght 
bond iesue and we 1 ye canYaased our people qui etl)", 
)"OU know. 

Yea. 
We could - J OU could bank on tb1e d1atrict alone of 
a hundred and fifty •ill ion aubacriptiona. 

A hundred and fift7 •1llion . 

Yea. 

- For bonda . 

Now of course if you apl1t the iaeue, you know. 

Yee. 

GiYe the notee and the bonda. 

214 
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!DIJ'r: Yee. 

o: Wh7 that would be auoh h1gher. Our own bank oou.\d 
eubeoribe double the &8ount, you know. We'd pUt 1t 
on halt or each eubeor1p~ion . 

!DIJ'r: I 11e . 

c: But the senersl 1apre111on out here ie that the 
bond• would so t1ne . 

HliJr: Uh-huh. 

c: No question about that. 

HKJr: 

0: 

RUJr: 

0: 

Hl!Jr: 

C: 

l!llJr : 

Uh-huh. 

But I know you' •• sot to talr.e o&re or both parte 
ot t he oount17. 

Thet'• right . 

I wae th1nlr.1n6 you a1Sht SiYe t h1e eoae thought -
you might h&Ye done it - you'd - ae we eaid yeeter­
d&7, J uet 111ue the bonde and notes, we 8&7 halt 
eaoh or t he tour titty . 

Yee . 

And then on the exoh&nS• let thea piolr. out whate•er 
they would, where•er t hey tall. 

Yes. 

215 

0: That would be - a1ght be a happy eolution, but 
you oan Juet banlr. tbllt the bond• would all go , Hen~. 

HIIJr: 

C: 

l!I(Jr : 

But you aean diY1de the tour t1tty 1n halt. 

That wae ay - it a1ght be, t roa your po1nt or •1n, 
that you aight want t o do 1t . You'•• got tour 
titty new a oney -

The t 'e r1ght. 

0: D1v1de thea up. Halt bond• and halt notee. 

HUJr : That ' s r1ght . 
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c: !hen on t.he uohan&e let. thea take t.he1r p1ok, 
wh1ohever t.he1 go t.o . 

I!IIJ'r: Yee. 

c: You'll t1Dd out. that. t.he blg part. ot t.hat. exchlnae 
w111 go t.o bonde. 

I!IIJr: Yea. Well , we're not vel")' tar apart, Walter. 

0: 

HKJr: 

0 : 

HKJr: 

0: 

HKJr: 

C: 

Hl&Jr: 

C: 

Uh-huh. But., Henr7, I hope - I'd llke to eee 
t he bonde go apd I wouldn't 11ke to eee a longer 
t.1ae than elght. 7eare. I want. 1t. t.o be a blg 
euoceee. Th17 would be at. that at. two and a halt 
per oent.. 

Yee there 'd be a one po1Dt. prea1ua 1D 1t.. 

Yee, there'd be - the;r1d go about to a hundred 
and one. 

Yee. 

The not.ee - they ought. to go to about a hundred 

1n t1ve ~·· 
That' e rlght. . 

Yee. But you can juat. bank out here 1n t.he middle 
weet. that- that. t.he7 1 ll be eubecr1bed. Ot oouree 
the bonde - you can be dead eure on the bonde -
ea.te good eu.beor1pt.1on. 

Yee. 

Make 1t. the other way, ot couree, 1t.'e Juet. that 
auoh blgger. 

I!IIJr: Yea. Walt.er7 

0: Yea .. 

HliJr: Let ae aek you fkfQQ11eh queet.1on. 
longer 1e t.h1e/A~~ to laet.f 

How auoh 

C: I don't t.hlnk 1t.'• go1ng to laet. eo long, HeDI")'. 
I d1dn • t. have a chance - d1dn 't. want. to worl")' 
70u, but t hat. wae a peaoh ot a talk you aade 
over there, that helped ue a lot. 

216 
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HMJr: 

c: 

HIIJrl 

0: 

IQIJ'r: 

c: 
fQIJr: 

C: 

HIIJr: 

0: 

HKJr: 

0: 

KKJr: 

C: 

lll&Jr : 

C: 

HUJr: 

0: 

HMJr: 

0: 

HMJr: 

In faot 1t ude all the newe now - 1e oo•ln& out 
h prett7 good. 

Uh-huh. 

Dan Roper -• out here wlth hle a4't'1eorr oo8m1ttee. 
The7 ga't'e h18 a 41nner, we had a great orowd of 
bue1neee •en here. 

I 

Yee. 

Repreeentatl't'ee fr08 all oyer. 

Yee. 

And, 70u know the orowd. 

Yee. 

And the ~eellng wae •uoh better. They reall1 think 
that eYeryth1ng froa now on 1n Waehtngton 1e oon­
etruotl't'e to help buelneee. 

I eee. 

They d14n't feel that •" a •onth ago, Henrr. 

The7 d14n't . 

Oh, no. The7 think that - our bou 11 taktng a 
l1ttle dltferent Y1ew of 1t, now. 

I eee. 

217 

Thle - the tax ••••as• w~1oh 70u etarted , and whloh 
later on Pat Harr1eon o .. e out 1n a olear etat .. ent. 

That'• all helpful. 

Uh-huh. 

The ra1lroa4 oft1o1all f1gure that thq're gotng to 
the1r 
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C: 

KUJr: 

0: 

- 15 -

And that. Houa1n8 prosraa that' • been launched 
11 all to the good and the t.hoiJ6ht. on that 1a 
1t.'• go1D15 to be a l1tt.le elow to get. that et.arted. 

Yea, I t.h1Dk that' • r16ht. 

But t.here ' e been quite a ob&Dse out here, Henry. 
All to the good. 

HUJr: Uh-huh. Well -

C: '1'be teel1DS 1e reall,y •uob better. They t.h1Dk 
that. eYeryth1Dg t.hat'e been pending now 1e go1D15 
to help bue1neu . 

HIIJr: Well thellk )'OU Yery IIUoh. 

0: All right., Henry. 

IIIIJr: Hold 70ur th~be tor •e . 

0: Yea . All r1ght., e1r. Goodb)'e . 

HliJr: Thank 7ou. 
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• • TREASURY DEPARTMENT 2Ut 
• 

.............. '· lffl 

10 

The aooo~IUQ'i.JIC -•nadpe lllliPih oae or wo eoalll.­

eratione that 6o aot -~~eot the •••••tial eharaoter o~ thl 

oonte~~plated ttllallo1118 operaUoa, blat that do Mrit -

attention in oonaeotion with the ~o..- o~ the o~ter1Dg • 

• 

• 
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ence R. selt~er , 
La•r Di ector ot 
.ue1ete~t •n: stetut1oe: 
p_eeeerc .. ~ 
HenrY C. )lurph1· 

- - ---•ufttCATTON 

2~0 

D•n December 3, 1937 

,. 

~bJeot : 

secretarr Korgenthau 

Kr. Haae 

Treatment of Exchange SUbscriptions to Proposed 
Note Issue of December 15 

1. The present prograa contemplates tbe ofter1ng of 

notee in the amount ot approld.matel:r $450 111llione for 
eaeh, plus such add1 tional amounts as are eubaoribed b;r 
tender ot the notes maturing on rebruary 1. 

It is suggeeted that a more oonservatiTe and eater 
procedure from the !reasur:r •s standpoint would be to otter 

approximately $727 111llions ot notes t or public eubecrip.. 

. t1on, with preterential allotment in tull tor the exchange 

subscriber•, and with the balance ot the offering allotted 

to cash subscribers. 

2. The adTantage ot the latter form ot otfering ie 
that the 'l'reaeur:r ie Tirtuall:r assured indireotl:r ot the 
full retund1ng ot the maturing notes, reg!U'dlees of the 

decie1one ot the holders ot the maturing notes. The amount 
ot the new notes that 1e not taken by the holders ot th1 
caturing not~e would be eold tor cash, thereb:r proTid1ng 
the funds tor the retirement of the unexohanged notee on 

February 1. 

3. Th11 form ot ottering appears to be part1oularl:r 
desirable at this time because ot the technical poe1t1on 
ot the Februar;r 1 notes. The interest aooru1ng on these 
notes between December 15 and Februar;r 1 amounts to 11/32. 

In View ot the taot that the true interest on a 6.-weelte 1 

Government obligation at this time 1e T1rtuall;r zero, the 
holding ot these notee trom Deoeaber 15 to maturit:r, ae­
surea the holder ot what ie eseentiall:r a preaiua of 11/32. 

P.enoe, the note holder 1s not proTided with an adequate 
incentive to make the exchange unless (1) the anticipated 
premiua on the new iesue ie at leaet 11/32; or (2) he 11 

g1Ten a oompeneator:r intereet adJuetaent. 
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In other words, on a strictly rational basis, it the 

holder s or the maturing notes are o!!ered the new notea 

at par without interest adJu•tment, they are being asked 

to turn in inetl'lllllents worth 100-11/32 tor the .... notea 

which are being o!!ered at par to cash subscribers. 

4. A method that we haTe often used in the past to 

overcome similar di!!icul ties has been to otter an intel'­

est overlap or some other interept adjustment to exchange 

subscribers. Kr. Taylor ie strongly averse to doing this 

at this time, both because or the desire to eliminate pre­

miums on exchange subscriptions and beoauee o! the current 

market strength. 

(a) I! it were desire&-to !&he \Le new notes 
tully as attractive to exchange subscribers as to cash 

subscribers, this could be done by allowing a !ull 
interest overlap between December 15 and February 1, 

which would mean a cash payment o! about $3. 4e !or 
each $1,000 maturing note tendered in exchange. Thia 
would approximate $950,000 !or the entire issue. 

(b) An adjustment limited to the d1!!erence 
between the rate or 1-3/4 percent on the new notes 
and the rat'e ot 2- 5/8 percent on the mturing notes 
tor the period between December 15 and February 1, 
would amount to about $1. 14 tor each $1, 000 note, 
or approximately $300,000 tor the whole issue. 

5. It, however, we make no such concessions to the 

hol ders or the maturing notes, it would seem to be all the 

more desirable that the Treasury safeguard itself againat 

the etteots o! any substantial undersubaoription by holders 

ct the maturing notes; and this can best be done by the 

form ot offering recommended abowe. 

6. It is true, o! course, t hat t he Treasury ' s cash 
position and the flexibility o! the bill program will insure 

against any inconvenience to the Treasury in any event. 

Something, however, could be said !or the psychological ad­

vantage or having the entire issue or $727 millions ovel'­

subecribed, regardless o! the proportion accounted tor by 
exchange subscrintione, as compared with an oversubscription 

limi ted to the $450 millions o! the cash o!tering coupled 

•1th any substantial undersubscription by the holders or the 

maturi ng notes. The only apparent disadvantage ot the form 

ot offering that is here proposed is the ! t<ct that cash eub­

ecr1bere would be on somewhat lees certain ground in decid­

i ng how much to pad their subscriptions. 
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7. !be 'frea.u!T 2 peroent not .. •tunag a.ptellber 15, 
1942, oloee4 on lr14a1 to J1el4 1.56. !be no• ~J&ar aote 
111111e with a 1-3/.._ peroent ooupon wCN14 oo-n4 the upl.e 
premium of 23/32 1f 1t eol4 on a J1el4 bae1e ot 1.6o p~ 
oent; and the adequate proa1ua ot 15/32 1t 1t eol4 .. on a 
1. 65 peroent bae1e. It a&1 bo note4, howeYer, that tho 
premium on the latter J1el4 baeh attor4e a •rpn ot pro­
teot1on ot onlJ .._/32 onr the 11/32 that a7 bo realized b7 
bo141ng the rebruar:J not•• to aatur1t:r. 
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I!.!L.Jr: 

Operator: 

l!.l.l.Jr: 
Dr. 
surge sa: 

H .J.I.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.LI.Jr: 

B: 

H.!.I.Jr: 

B: 

H.!.I.Jr: 

B: 

H .!!.Jr: 

B: 

H.!J.Jr: 

B: 

H.U.Jr: 

Hell.o. 

Dr . Burgeaa. Go &bead. 

HellO. 

Ol!. l!.ello, air, 

How are 'you? 

I'm well. 

December 3, 1937. 
11:55 a.a. 

I l!.ope that you took thoee boy& and fi l led them 
full or apple Jaok laat night. 

Oh, we l!.ad a good tilDe. 

Well I won't aek for the details. 

You 'd better not . 

All right. 

How'd you make out with Aldridge? 

Well, Dan and I Just got through, and -

Yes. 

223 

We never worked h~er in our lives, ~d - and l!.e -
he - we aorta worked him up any way, and he went 
out actuallY smiling. I never eaw a f ellow eo 
depressed 1n my ure. 

Well, he went out or here in a much better humor -
on general condition• and on tl!.e present. 

Yes. Tl!.ey were all tor nctee weren't they? 

Yes, they said that they 've got t hirty five 
million or t he February't· there . 

But tl!.eY -
They weren't all tor notes, but the ma1n tl!.1ng wa1 
make it a eucceee. 
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B: 

H.ll.Jr: 

B: 

H.L!.Jr: 

B: 

H.ll.Jr: 

B: 

H.U.Jr: 

B: 

H .U.Jr: 

B: 

H LI.Jr: 

B: 

H.ll.Jr: 

B: 

H.U.Jr: 

B: 

H.ll.Jr: 

B: 

H .J.!.Jr: 

B: 

H .ll.Jr: 

- 2-

Yea. 

Kake 1t a auocea1. 

Tnat.' a a.ll rlght.. 

Yea . 

Yea, but. I'• all tor the Korgent.hau plan t.hie 
morning. 

What. 1a it.? 

TWo hundred and t1ttaen and t.wo hundred. 

Uh- hun. 

Give the other boys a oho1ce. 

Uh- hUh. Uh- hUh. 

That. - we talked 1t. over a l ittle on the train 
coming home. 

Uh-hUh. 

I think those boya o&llle around to tnat 

Uh- hUh. 

224 

And llatt.y ' • ie al l tor it.. The more I t h1nlt 
about 1t. the better I like 1t. 

Uh-huh. Along about. tour I'll give ;rou another 
r1ng. 

Well -

You don't go home until tive, do you? 

I very aaldoa get.· home then. 

Well, I'll oall you up Just ae soon ae Renteohler 
lea vee • 
.Ul right. Now don't let- don't let t h18 hllo• 
Leffingwell aell you a bit of goode t.hia noon. 

What. '& he gping t.o aell ae? 
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B: 

Jl,JJ.Jr: 

B: 

H.U. Jr: 

B: 

H.JJ.Jr: 

B: 

H .u.Jr: 

B: 

H.II.Jr: 

B: 

!l .U.Jr: 

B: 

ll .II.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H .U.Jr: 

B: 

- ~ -
He'• go1ng t.o eell )'Oil aD eaey .oney progaa. 

I eee. 

He alwaye doee t.hat. . 

Un-bUh. Well, where'• - where ie t.he Federal 
ReeerTe? 

Well, he'll tell )'Oil it. 111 be et.eril1ud by the 
gold, or eomet.h1ng. 

Oh he will , will he? 

Yea. Or atop et.er111z1ng, enywa;r he' 11 tell )'Oil 
that. 

Well, we want. -

Well, he - he Jill~ - I don'~ wan~ ~o give ~he 
wrong illlpreee1on. He ' e a damned oapable fellow, 
and you'll like h1• , he 1e ~ 

What. end of the bue1neee does he do 1n JPN 
anyway? 

W.llat ' e t hat.? 

W.llat end of the bueineee doee he look at? 

On ne'e kind of ~heir general philosopher. 

On, I eee. 

You Jmow he wae tJnder Secretary of the Treaeur')' 
and Aeaiet.ant Secretary, baok 1D the war. 

Yea. 

And he did. a fine Job • . He'• a sreat. fellow. 

Yee. 

But. h e hae got a little leaning toward the -
toward the 1ntla~ion&r7 ai de. 

Uh-huh. 

S~e. 

Well, ~hat 1 e all right. 
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R.ll.Jr: 

B: 

H.!.t. Jr: 

B: 

R.U.Jr: 

B: 

R.II.Jr: 

B: 

H.!l.Jr: 

B: 

-. -
I O&D 1 ~ onl7 aeeooiate with ooneerYati•e• like 
youreeU . 

Well, I'a not a ooneer.atiTe. 

I eee . 

Ae a mat~er of faot, in the beginning of the 
great depreeeion Rueeell and I were right to­
gether on epeeding thing• up. 

22S 

Good. Well, eerioualY, I t h ink it'•- I like to­
eee ge~ a oroee eeotion. 

Yee, of couree , I think it 1e a fine thing to do . 

Yee. Well, I 111 be oall1ng you baok at tour •. 

o. It. 

Thank you. 

Goodbye . 
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l!.li.Jr: 

operator: 

l!.U.Jr: 

o: 
H.!A.Jr: 

0 : 

H.U.Jr: 

0 : 
Walter 
cumm1naa: 

H.U.Jr: 

C: 

l!.M.Jr: 

C: 

ii.li.Jr: 

C: 

H.U,Jr: 

C: 

H.U.Jr: 

0: 

H.U.Jr: 

C: 

Hello. 

llr. CWIIDiingll, 

Tllanit you. Hello. 

December 3, 1937. 227 
2:33p.m. 

We ' re read,y. 

Hello. 

Seore~ary Uorgen~hau? 

Yes. 

one raomen~. Chicago. Go ahead please. 

All r1gh~. Hello. 

Hello, Wal~er? 

Yes, Henry. How are you ~oday7 

Oh I'm all righ~. 

Henry , I've been giving aome thought to this and 
while I ' d 11ke ~o have all the bonds pu~ ou~ , you 
aJ.gh~ no~ wan~ to do tba~. bu~ on ~he amoun~ ~hat 
we could take out here 1n Chicago on a straigb~ 
bond 1ssue and we've canvassed our people quie~ly, 
you know. 

Yes. 

We could - you could bank on th1a d1s~r1ct alone or 
a hundred and r 1rty m1111on eubsor1pt1one. 

A hundred and r1rty million. 

Yea. 

- For bonds. 

Now or course 1r you epli~ ~be 1aeue, you know. 

Yea. 

G1ve ~e no~ea and the bonds. 
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I!.I.I.Jr: 

0: 

l!.li.Jr: 

0: 

l!.ll.Jr: 

0: 

l!.ll.Jr: 

C: 

I!.I.I.Jr: 

C: 

H.K.Jr: 

C: 

l!.lo!.Jr: 

C: 

l!.l.I.Jr: 

C: 

H.Lt.Jr: 

C: 

H.ll.Jr: 

228 
- a-

Yee. 

Wb.Y that. would be muoh higher. Our own bank oould 
eubeoribe double the aaount., you know. we'd put it 
on halt on eaoh eubeoript.ion. 

I eee. 

But the general iapreeeion out here ie that the 
bonlle would go tine. 

Ull-huh. 

Wo queetion about that. ' 

Ull-huh. 

But I know you 1 ve got to take oare ot both parte 
ot tile o oun t.r;y • 

Tllat'e right. 

I was thinking you might give thie some thought -
you might have done it - you'd- ae we ea1d yeeter­
d&J, Just 1eeue the bonde and notee, we 8&7 halt 
each ot the tour titt.y. 

Yea. · · 

And t.llen on tile excll&nge let t.llea p1ck out whatever 
tlley would, wherever t hey tall. 

Yea. 

That would b e - aight be a happy solution, but 
you oan Juat. bank that t.be bonds would all go, Henry. 

BSyou mean divide the tour t1tty 1n halt. 

Tllat wae my - i t m1gbt be, trom your point ot v1ew, 
that you might want t.o do 1t. You've got tour 
t1tty new money -

That'• right. 

D1v1de them up. Halt bonde and halt notee. 

That'• right. 
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H.II.Jr: 

C: 

H.LI.Jr: 

C: 

H.U.Jr: 

c: 
H.L!.Jr: 

0: 

H.!.I.Jr: 

0: 

H.LI.Jr: 

0: 

H. II.Jr: 

0: 

H.IL.Jr: 

0: 

H.ll.Jr: 

0: 

H .!ll.Jr: 

0: 

H.M.Jr: 

230 
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Uh-huh. 

In tact. it. made all t.be nne now - 1e ooa1ng ou.t 
11 prett;r good. 

Uh-huh. 

Dan Roper waa ou.t here w1th hie adv1eory committee. 
They gave h1111 a dinner, we had a great crowd of 
bua1neee men here. 

Repreaent.at1vee from all over. 

Yea. 

And, you. know the crowd. 

Yea. 

And t..b.e teel1ng waa mu.oh bet.ter. They reallY think 
that everyth1ng from now on 1n Waah1ngton is con­
etru.ot1ve to help bu.s1neee. 

I eee. 

They didn't feel that way a month ago, Henry. 

The;r didn't.. 

Oh, no. !he;r think that - ou.r boa• 
a little different. v1ew of it , now. 

I eee. 

Tb1B - the t.ax aeuage which ;rou st.arted, and which 
lat.er on Pat. Harrieon caaeou.t. 1n a clear etateaent. 

U.b.-huh. 

That's all helpful. 

Uh-hu.h. 
The railroad otfioiale f1gu.r• t.hat the;r•re going t.o 
t..b.eir 

U.b.-huh. 

• 
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C: 

H.Jl.Jr: 

0: 

H.M.Jr: 

C: 

K.IJ.Jr: 

C: 

K.J.I.Jr: 

C: 

K.I.I.Jr: 

- 5-

And t.h.at Jlou.a1116 proaru t.h.at'e been launcbed 
il all to the good and t.he t.llought. on tll&t il 
it 1 1 go1116 to be a little elow to get that 1t.arted. 

Yea, I t.h1.Dlt that 11 right. 

But there'• been quite a change out. here, Henr,y . 
All to the good. 

un- huh. Well -

The reeling ie really auoh better. They think 
that ever,yth1ng that 11 been pen.d1.ng now ie going 
to help bueineu. 

Well thank you very muoh. 

All right, Heney. 

Hold your thumb• tor me. 

Yes . All right, s1r . 

Thank you. 

Goodbye. 
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R.lol.Jr: 

operator: 

R. !A.Jr: 

0: 
Dr . 
Burgeu: 

R.U.Jr: 

B: 

R .U.Jr: 

B: 

R.loi.Jr: 

B: 

R.U.Jr : 

B: 

R.loi.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.I.I.Jr: 

B: 

R.U.Jr: 

Hello . 

Dr. Burs•••· 
Thank you . 

Go ahead. 

Hello, e1r. 

Well, DOW, Randolph . 

Yea. 

Deo.-ber 3, 1Q37. 
3 : 45 p.a. 

out or the Morgan crowd I got not.b.1.ng . 

Yea. 

All they wanted 1a auooeea . 

Yea. 
I mean anything we do aa long aa 1t. ' a auooeaetul 
will be helpful. 

Yes. 

23,. 

But. , here 'e t.he 1.mport.ant. thing. They don 1 t 
oont.eaplate getting out. any more 1aeuee till attar 
the t1ret. or the year. 

Yea. 

Which h 1aportant.. 

Yea, yea . 

I mean they're going to alt. tight. until the t1ret. 
ot the year. 

Well, I think they would . 

So, but. they say they don ' t care ae long ae 1t'• a 
euoo•••· 
Yea. Well, that'• Juet what - Just what the other 
fellow• - told ua. 

Yea. Walter cua-1ng8 called back and he ea14 that 
'hl• bank 1n Chicago would take a hundred and tl.tt.;r 
a1111on or the eight year bond•. 
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H.loi.Jr: 

8: 

H .u.Jr: 

8: 

H.U.Jr: 

8: 

Jl.II.Jr: 

8: 

H.ll.Jr: 

8: 

H.loi.Jr: 

8: 

H.J.I.Jr: 

8: 

H.ll.Jr: 

8: 

H.LI.Jr: 

8: 

H.ll.Jr: 

8: 

H.ll.Jr: 
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But., 1f be -• 1D 117 abo .. he'd alike U a bond w 
'-be not.e . 

He would. Well, '-bat.'• Yer.J good. 

Yee, he'd aake 1'- a bond t.o the not.e. 

Yea. 

And g1Ye February '-he option. 

Yea . 

That'• what be eaid. 

Yee. 

Gor~n Re:ta'!lner lett here and be wae eo full ot 
Henr.J Ford be dido ' t ban aucb t1.11e - be dido' t -
your action - bond or a note, ei'-ber one would 
go. They'd ~e e1t.her one or t hey'd take both. 

Yes. 

He wae lt1Dd of 1n a hurz'7, but - we tallted about 
other th1nge other than that but either one would 
go. 

Yes. Well, I th1nlt -

wau a minute, be Juet ea1d '-hie tbat he did thinlt 
we ought to - be wae - be thought we ought to , ae 
be put it not leaYe t he note fellow• sitting b1Sh 
and dr.J. • 

Yes . I '-binlt that 1 1 pretty 11Dportant. 

Yee. 

H&Ye you beard trom Parlt1Deon yet? 

No, be hasn't oalled •• · 

He baen•t. 

I '-bought I'd walt until I hear troa h1.11. 

Yea. Well, I knOw pretty well what he ' ll 1&7. 
He'll 117 bonde, I '• pretty aure. 

Yea. 
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8: 

H.U.Jr: 

B: 

H.I!.Jr: 

8: 

H.Jl.Jr: 

B: 

K.l.!. Jr: 

B: 

K.M.Jr: 

8: 

H.LI.Jr: 

B: 

K.II.Jr: 

B: 

K .U.Jr: 

B: 

H.LI.Jr: 

8: 

H.LI.Jr: 

B: 

- 3-

HoweTer, I'Te oheoked on a lot ot people toda7 . 

Yee . 

Both directly and 1lldireot.l1, and they're a'bout 
two tor one, no t.nree tor one 1n favor ot the 
bonde. 

Three tor one . 

Yea, aomethi.ng like tbat . 

Yea. 

Tbere •a a tew note tellowa, but I'm ot the eame 
opinion I waa tbiB morning. 

U.b.-bUh. 

234 

I would - I 1d tollow your program ot epl1tt1.ng it, 
two hundred and t1tty and two hundred, then you 1Te 
got sat1st1ed customer• . EYerybod,y can get Just 
what he wanta. 

They could walk a mile and be aat1st1ed. 

T.b.at' a rigbt. 

Yea. 

Yea. And t.b.ere'e ano~her point 1n that too. 

Yea. 

There ' s lese d1aorgan1~at1on ot the aarket . 

Ub-huh. 

Beoauee you' re giving people w.b.at they want, tbey 
don ' t have to go out and sell 1~ and then buy 
w.b.at they want. 

I see. 

Wb1ob I think 1e helpful. 

Ub- hllb. 

So 1t •s a eater program. I Just talked, a ainute 
ago, atn Georse l)aT1deon, our dlrector, JOU ID:Iow. 
He' s all tor 1t, NOW-
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H.ll.Jr: 

B: 

H.li.Jr: 

B: 

H .II.Jr: 

B: 

H.I.!.Jr: 

B: 

H .II.Jr: 

B: 

H .U.Jr: 

B: 

H. ti. Jr: 

B: 

H.U.Jr: 

B: 

H.II.Jr: 

B• 

H.L!.Jr: 

B: 

H.li.Jr: 

B: 
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For what? 

It he's all tor aQTt.h1ng, 1t auat be pretty good 

Ke'a - he's all tor anJth1ng? 

It he'• - I ·~ 1t he'• all tor &n7th1ng, wh7 1t 
must be pretty good. 

Well, 11 he? 

Yee, he's all t or 1t. He thinks that'a all right. 
Thinks that' e a w1ae prograa, he aaid. 

Which one? 

Splitting it. 

Oh, splitttng it. 

Oh, apl1tt1ng 1t. I told h1111 that waa t he w~ f11Y 
a1nd was running. 

Well, I'll talk to you between ten and eleven 
tomorrow. I'm pretty well Jelled on thia th1ng. 

Yea. 

The market behaved well again to~, t he stock 
market . 

Yea, y er;y well. 

Ot course the lfn York Tilles indN which we 
tlgure here ourselves t or Sun~, this cOillng 
Sun~, w1ll be ott three and a halt pointe. 

Th&t1 a not eo good, 1a 1t? 

No. But that' & tor t he week ending Noveaber 27th. 

Yea. 

But 1t'a the one that they'll publ1ah Sunday. 

Yea. 

I Just thought I'd tell you that. 

Well, I th.1nk people are eXPecting that. 
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Yea, well we - we eatiaate it here, we alwaye ooae 
wit.h1n a -

Yea. 

Deotmal or eo ahead ot thea. 

Yea, yes. 

So that won't make them teel any better. 

No, but I don't think any worse, because I think 
they're expecting it. 

Huh. EYerybody that '• been in though teela 
a letter bit better. ETen when W1neton Baldwin 
telt a little bit better. 

Did he reallY? 

Atter -he got. t hrough talking to Dan and me. 

Well, that'e a triump, anyway. 

I thought. eo. Well, let's let. her ride. I 
teel pretty good. 

Oh, I wanted to aak you one very 1111portant 
question. What did llr . Wong think about. whether 
two wongs make a wight or not. 

He thought. that. waa wight.. 

( laughS) Tell h11111 

No, he - no, no. 

well, that.'a too bad. 

No, - I don 't know him tnat well. ADYW8Y hia wite 
ie in China . 

I see. well that. wouldn't. do then. 

No. All right.. 

All right.. 

Cheero. Goodbye. 
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P ELF NEWYORK NV 538P DEC 3 1937 

H~NRY MORQtNTHAU 

~y TELEPHONE CALL TOO LAT E . LIF£ COMPANY CASH APPROXIMATELY 

TftO AND TH REE QUARTER BONOS. SUGGEST OrFER INQ EQUAL AIIOU.TS NOTES AN D 

THAN TWO PERCENT BUT WOULD BUY EIGHT TO TEN YEAR TWO AND ONE HALF 

HUN DRE D AND FlrTY MILLI ON. NOT ENTHUS IASTIC ABOUT NOTES YIELD ING 

All0171 NG HOLDERS Or IIATUR I NG NOTES AS WELL AS SUBSCR I II~RS TO IIAKE 

THOMA$ PARKINSON 

554P 
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-
1PO II TWS ~D J IIINI •••• llJPLICATE Of ~\~38 

PLY NEW YDilll NY 5J~ DI:O J 19J7 

HON HEN~Y IIO~QI:NTHAU 

lEVEN HUND~ED AND PIPTY IIILL IOIIo NOT ENTHUIIAITI C ABOUT MOTEl YltLOINO 

LESS THAN TWO PI:~ CENT IUT WOULD IUY I:IIHT TO TEN YEA~ TWO AND ONt 

HALr TO TWO AN D TH~EE QUA~TE~ I ONDI . IUQQEIT OPPE~ I NQ EQUAL AIIOUNTI 

NOTES AND IONDS ALLOWINI HOLDE~I OP IIATU~INI HOTEl AI WELL AI 

IU81CIIIIE~8 TO IIA ICE CHO I Cl: 

THOIIAI I PA~IIINSON 
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TREASURY DE .. ARTMIENT 
2~0 

TO 

11. A. Bania 

IlarDi 
, .. h 

•• u .. w 
lJw1• 

1-3/~ 'lreea. aoiaa 12/U/42 (II JMrll ) 

?J-l / 24 'lra ... lloa4a 12/U/• (8 ,-ra)• 

1.62 

2.3& 

• li 1e qalia poaa1ble tbei wach a boll4 aicbi eell at a prt•• ia 

yield the ••• ae iba Olliaiaa41Ac a-:s/•• of 19«>/•? 11b1ch are callable 

In Sept•'bar, 19«>. 1M a-:s/•• an cvrlllli17 l O:S B/3211411 b14, "!'lch 

clue a 711114 of a.at pareaai. !be 3-1/211 wou14 ba .. to reach 101 l/2 

to ahow tba - 71au •• 
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' 

'the Secretaey of t.he !re&Wl')' dllc:u.ue4 the Chineee fhancial e1 tuation 

with J,mbaeeador W&Z~,t; l aat neni111: l!r. r.,rlor &D4 ltr. tochh..-4 allo 'bslJII 

pruent . 

the Secret..,. 1Dformed »o'bauador I&Z~,t; that he bad decided to aa>:e 'b141 

to the Chinese 'l'r•Wl7 for a turther !50,000 ,000 CIWIC" of 11lnr, t he11 'bide 

to be epread ower a period of ten weelce and to 'be made at the price pr1Ya11-

t~ at t he t:lme the 'bleb wee made. »o'bauador W&Dt; 11141cated that he would 

pre!" tbat t he 'b141 'be made in loh of 10,000,000 OO>ACee IIGCh, aD4 1t wu 

agreocl that the tire t 'bid would 'be made on Dece'be 1!5 , 19:57, the eecond at 

t he end of Dec:G'be, eel. w.'blequent 'bib to be made at the middle and end of 

the .ucceecl1~ monthl until a total of !50,000,000 ounce• had 'been 'bid f or. 

Aeb:.saador W&Dg lllked U it would 'be ~eea'ble to t he Secret&rJ that he 

nottfr hb GoTIMI!Ict that the United Stat" \'reaeur7 had entered into t hll 

coum1 tment and t he secretar)' ~eed to th11 notification. 

~. 
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Ptcwbtr s, lp7 - laM P.l. 

Notwith.tanding the tact that I haTe Just been handed 
a memorandum showing that this week's lew York Times index 
will be orr thr~te and one halt points, I han tor the first 
time begun to get Just a alight tickling in m:r bones that 
we are approaching the bottom or the present downward turn. 
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P'lllDaRAL ROERVIE BANK 

OP' NI!W YORK 

DAn Duwber l.__lm. ,,...,,r .. CORRESPONDENCE 

co1nomuL "LII SUBJECT• !ILRJOII COiflft8Afi.QI JIItll 

L W Kit 

lh'. 4e lfiDI oall14 •• at 1011• ~dq, !hey were wooder-

111&, be 101d, mfther, me 011 nea t'ueodq •• OODYerted teo,ooo,ooo 

1.Dto cold tor oanaal'k at tho Je4enl ro1erYe blllll: tor h11 aoooaDt, 

tbh 11ran1aoUon -ld be publ11hod 1n 11ho Ulaihd Bta\01. I replied 

t het it had bee, and -tinaed to be, our pol1q, 1n 0D7 announoe­

a lllh doalinc w1 th t.ho 1norea1o or roduoUoc 1n tho total of pl4 

held bT 1u under oaraarlt tor toreip aooount, nnor to aeUOD tho 

n• e of t ho toroi&D owtral blllll: in'fabed. I a4ded that whether or 

not, 1D tho oa1o of tho t10,ooo,ooo next !uoadq, an announo•et 

woul d be aado by 111 at all wuld doped upon mather t.ho cold -ld 

be take troa t.he aocaotUJ atoall or boa t.ho l\ab111sa\1on 1'1md. 

In t ho tomar euo, •• Wllld report a l o11 to -•\UJ 1\oall ed 

en 1nerea1e 1n cold hold un4er ouaark, wtthm dd'R' tor •oe• 
I!ICOJmtJ 1n tho lat\er, no e•IGI'e•et 'IIIO'IIld be aada bT 111. 

llr, de lone 1o•ed aroa\17 ..Uwed to ltDow that, under no o1.­

etanooa, would t.he n•• of hi• baak or, tor that aat\or, that of 

the Dllteb bchiD&o ._..uuuoo ,_,, be awtloood. 

Borotorrl4 to cnar tel.,.._• CIOIIYerN\lOD of Deo•'b• 1 

and t he aohMIO ot oablllna• of O.O•b• 1 e4 Doo•'b• I •• 

atatod that t.he proap\De11 with *loh t.hoir r..-on had b ... at­

tllldod to and oo.pllo4 wit.h waa , ... \17 approoia\14 bT th•• 

L111IIC 
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Stcrttary of Sta~ , 

Wash1n:;ton. 

750, DtcEmbtr 3 , 7 p . m. 

GRAY 

London 

DatEd DEctmbt r 3 , 1937 

Rtc ' d 3:53p. m. 

FOR TREASURY FRO?~ BUTTE!:WORTi! . 
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Activity in the city has reachEd a rath£r low Ebb 

this wr. tlt ; thE only hnppEnin(5 worthy or notE is that thrEE 

invEstment trusts WErE ablE to obtain in thE issue markEt 

about 4,000, 000 pounds . 

In recent wEEl:s thE financial prEss in particular and 

the Lo~on prEss in 3EnEral havE beEn 1ncreasin~ly critical 

about kr. Erican dEvtlO~Ents . Some wEeks ago British cab-­

inEt ministers in their public specch£s were dEnyine thE 

possibility of late trade recession. l.ow \11th evidencE or 

somE recession at hnnd thEY arE <ltntin3 the lil!elihood or 

a slump . But at tht samE t ime they art shapi ng their 

course so that should one matr.rializt thEY will bE in a 

position to fix thE blame firmly upon thE. UnitEd States . 

ThE concluding portion of thE l eading editorial in today' a 

T!YES is quoted bElow as indicative or such a t rEnd : •so 

far these anno=ccrcnts bnvE had littlE etrc::t upon 

s ecurity 
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r.::s 2- ./o , 7.;0, Dtc EmbEr 3, 7 p . m., frol'l London. 

aEC\~it1 ~ricEs on tht s t ock ExchanGE which may bt rEgardEd 

as a b:lro,.,.tttr - tl10\I,3h a vtry trratic barouu:ttr - or 

businESS confic t nct, (DID SECTIOH 01£) 

JOHNSON 
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SecrEtary of State , 

.ashington. 

PLAIN 

London 

Dated December 3, 1937 

Rcc 1d 4:12 p .m. 

750, December 3, 7 p .~. (S~CTIOll T?/0} 

That is not ~ur~rising for both th£ President 's 

hous1n3 plans and ~11s Economy proposals have still to 

run the sa·~tlEt of Congress and no onE cal t Ell 

whcthn• Ol ' with what ~10d1ficat1on11 thcy '11111 b E ac­

cepted, At thE best it will be months before th£ 

246 

housin~ schemE ban bring orders into thE market , Any 

<ffcc ~ on t l'E immediat e position therefore IIIUst be 1:1orE 

psyci...ological than material . Profeeeor Sprague nho for 

years has been ur¢10Z thE importance of reviving build­

ing con~truction b elieves that the rccomncndati ons in the 

housing messagE should give the average business man 

confidtnct whic!-1 of course is the: r.taot urgent necC. of 

the moment. various cau~Ee have contributed to t h£ 

prEsEht recession in thE United States . In this co~try 

financial authorities in close touch witb American 

affai"'a attribute it l"Binly to thE action takm by Ur . 

Roosevelt to check t he risE 1n commodity prices which hE 

considered 
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sms 2 - No. 750, DecembEr S , 7 n . m, Stction 2 froo London 

oonoidErtd \.S.S getting out of hand tvcn though, ao a 

matter of fact , thcy bad not rtachcd thE lEvel of 1926 

which \"lao h is own declared ob jc_ctivc . Friends of thE 

PresidEnt a ttribu' £ it largely to thE oomulative effect 

of thE incessant a ttaoks acco;:~?Qnicd by predictions of 

disaster oa~E ~ l E' ' ing bu~inEss men upon Hr. Roosevelt's 

pol1~y (.h .. ' l nt 'C;l~ past fom.' or fivE years . Certainly 

r estntncnt o\·r.r !}<Wtrnmcr. t int.crfE~EnOE vri th bu31ncss 

and U•1Ct:· t'l· ... t.t')' ovEr th< EffEct u pon futurE profits b<\V£ 

macle !)CO!)le wi tb voncy r£ luc t ant to risl< 1 t in lunnch-

i ng n rn mtcrpriscs or in o:tcnd1ng old ones . The new 

d irect ion ~ivcn t o thE President's policy is an Effort 

tCJ ovcrco:nc this r cluctancE and to bring out thE noncy 

non i n t he banks awaiting invcstncnt, setting it to 

wor!: CGain prqviding cmpl01lJ!Ent and wages on profitablE 

terms . " 

E!lt> OF MESSAGE 

JOHNSON 
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Ll~S 

SEcrEtary of StatE, 

Washington. 

1697, DEcembEr 3 , 8 p . m. 

FOR TREASURY. 

Paris 

DatEd DEcembEr 3 , 1937 

REc 1d 4:50 P• m. 

Tran&actiona on thE exchangE markEt htrE today wErE 

again on a vEry limitEd scalE . WhilE tbc dollar rEmained 

sttndy around 29 . 47 thE fund is said to have a~quirEd 

bttwttn 700 and 800,000 pounds at around 147 . 09. 

Tht stcuri ty !1".arkl:t was morE chEErful and slight 

gains wErE rEcordEd EXCEpt as concerns rEntEs which closEd 

al2ost unchangtd aftEr tarly advancts of 30 to 50 ctnt1mts. 

Th£ i ssuE of th£ ntw loan sttms to haVE bEtn fairly 

WEll rtctiVEd in thE Frtnch financial prtss , although it 

is considErEd hEr£ that thE oovtrnmEnt might haVE at­

tEmpttd a lEsS costly opEration. 1~\£ iasut also causEd 

somE surprisE hErE in viEW of thE statEmEnt madE btfort 

thE ChambEr by BonnEt on NovEmbEr 18 that TrEasury requirE• 

menta for thE rElllllindEr of 193'7 and for thE Early part of 

1938 WErE providEd for (SEE thE Embassy's tElEeram No. 1632 

of NovembEr 19) . 
A fai rly 
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LllS 2- Uo. 1697, Dtctmbtr 3 , 8 P • m. , from Parts . 

A fairly rt, r t s t ntativt Example of Frtnch press com­

ment is t hut n~prtsstd by the TEMPS which points out that 

wh1l t the opEration is a costly onE thE Govtrnmmt was 

wEll advised in d tcidin~ to raisE funds through a ·loan 

i ssUEd rather than to have recourse to thE advancE account 

at the Bank of Franc£ which would have meant inf'lation 

24S 

of the currrncy . This paper predicts succtss for the issue 

on a ccount of i t s a ttrac t ive t erms . 

The London vier~ accor ding to tht LOHOON FINANCIAL 

Tn.tES is t ha t by of ftr1n :· such ecncrous t erms tht FrEnch 

GovErnmEnt is just as 11l:cly t o diaturb a s to inspir e 

confidence and furt hermor e that the offEr indicated the. t 

t ht French Tr Easur y was ~ort desperat Ely in neEd of funds 

than had b ttn imagined. 

Accor dfns t o publiahtd s tat cocnts tht Minister of 

P1nanct has bttn a sked t o approve furthe r i ncrcasts in 

rai lway fares and an increase or 24 percent in freight 

r o.tEs a.i' tcr January 1 , next . This i t is feared may tend 

t o reduct traffic and i n any ca se s trcns thEn the upward 

ttndt nc:r of prices . 

Ext racts from t he advance report of thE Chamber 

Fi, ancc Committ EE or. t hE budget i ndicat e that thE railw~s 

in 1938 

Regraded Unclassified
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u;s 3- No, 1697, DecEmber 3, 8 P• m,, from Paris , 

i n 1933 will i nvolvE a t otal burden on the budget and on 

tile Trco.nury or 10 , 000, 000 . 000 francs , which would bE 

rc~ucEd to 8 , 000 , 000,000 if thE rate increases arE approved. 

tl'urthtrmor c thE f inancinl problem of thE railways ulll bE 

a~ct to by t he prospect ive waLt i ncrease in confonnity 

wi th that granted t o a ll covcrnmcnt cm9loyccs . 

'.l tiLL IT'i' 

st;s :noc 
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December 41 19~7. 

10: 42 a.a. 

Roe, where are you? 

I'a up on the H11~ . 

I mean where are you talking from? 

I'm talking from a booth here 1n the committee 

I guess there's nobody around here right now. ' 

. • 

I'd like to read to you the statement that Herbert 

Gaston has written for me to give out, in regard 

to that Professor l(,yere bua1neas . 

Yes. 

And I'll read i t slowly and get your reactions. 

Yea, s1r. 

'Invest.igation or income tax returns of prominent 

persona seems eo often to evoke surprise and 

concern amongst those who are ignorant of the 

ass ent.ial routine of federal tax collect.1one. If 

t.here are persons of a suspicious turn of mind 

and t.he individual whose return haa been investi­

gated and tne political opponent of the adminis­

tration they'd once oonolude that. persecution is 

involved. This1e illustrated by a stat.ement 

attributed by today'& newspaper to Profeeeor 

William Starr Uyera of Pr1noet.on Univers ity aa 

to investigation of the tax returns of former 

Praeldent Hoover. I do not know whether Kr. Hoover '• 

tax returns have been i nvestigated within the last 

four years, but i t would be a aurpr1e1ng omission 

U ~ey had not been. A high proportion or the re­

turneof persons having taxable incomes have been 

investigated 1n that time. The Revenue Agents of 

the Treasury Department investigate many thousand 

returns annually. All returns showing net income 

of more than twf.Rt.Y five thousand a year are 

regularly sent Colfield for examination and 

verification. This ia true also of all returns 

showing large transaot.1ons whether t here ie tax 

liability or not, and retun1s showing unusual 

feat.ure. In addit i on t here is investigation of 

many smaller kdd1tional taxee' I don't know, eaall 

or something he's got here, 'There is inf requently' 
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H.U.Jr: 

JJ : 

H.W.Jr: 

Ll : 

H.li.Jr: 

II: 

H.I.L Jr: 

U: 

H.LI.Jr: 

Ll : 

- 2 -

He'• all oapitale, i t 's hard to read. 

Yll. 

'There is frequently round in ~heee returne in 
many caaea they would reaul~ in aaaeaemant ot 
additional taxea . In others are adJustment• 
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that tavor the taxpayer. In only a small minority 
ot oaeee ia any willful concealment ot income or 
at~empt to evade taxes diacovered. There is no 
ettgma whatever attached to ~he mere invea~1gation 
ot t he ~axpayer'a return, nor ia there any harass­
ment ot ~he ~axpayer i nvolved. It ia aerely a 
neceaeary thought ot t he buaineaa machinery ot 
collecting the taxes. I do not understand 1! 
1.tr. Hoover h1maelt cla1111B that he has been peraecu~ed 
or unta1rly treated. If he bel1evee that he baa 
been he need only report the faote to me and I 
w1ll cause a poet searching 1nvea~1gat1on ~o be 
made !)romptly. It I f1nd ~hat ~here has been 
paraecu~lon I ah&ll aee that the persona reapona1ble 
tor 1t are d1em1eaed !rom the Government service. 
The same opportunity ie extended to any taxpayer 
whether prominen~ or obscure.' 

Yea, I think tha~'s good. Now I think- I like 
the idea ot giving out something like that. 

Yea. 

At ~he very - Just aa a mat~er of t he wording ot 
it, at t h e beginning -

Yea well now it you want to do that , how oan I 
get0 help !rom you, I mean how can I get this to 
you eo that you could go over it word by word? 

Well I thlnk you could send it up here Henry, 
you want to 

I ' d like to - I'm having a Press conterenoe at 
noon eo I'd like to get it out. 

Well it you could send it r1gh~ up here I could 
go over 1t in ~he back ot the room. 

All right. 

All I would auggeet , ae a aatter ot tact, I think 
Harbert could do very quickly, where - at the 

. ' 
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J.t: 

H. M. Jr: 

J.t: 

H.W..Jr: 

ll: 
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H.M.Jr: 

U: 

H.M.Jr: 

ll: 

H.!A.Jr: 

U: 

H.!.LJr: 

U: 

H. J.I.Jr: 

U: 

H.W.Jr: 

1.1: 

- 3 -

beg1nntng ·tbere he ~••• a ter. 1 inY&8t1gat1on ' 
two or three tae•, I wond1r 1 t wouldn • t - 1t ;ro~ 
could ~•• a little lOtter wordl 
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Well, e~ppoae I Band 1oaebod;J trom Gaston's ott1oe 
and let them oome r1g.llt up to eee y~. 

I think that wo~ld be tine. 

B~t yo~ think 1t eho~ld be donal 

Wall, I'• 1I)ol1ned to tb1nlt eo, don't yo~? 

I do, and eapec1allJ 1n Y1ew ot Pegler'• ool~ 
todq . 

I d1dn't aee Pegler'• ool~. 

Well he talte• 1t that •omebody'a obJecting to o~ 
gotng in, and then be br1ng8 up the Praa1dent, 
cl1111110' and 1111 01111 ret~ again. 

Oh Lord. 

And the inference being t hat o~a was not 
•~d1ted. 

Yea. 

I - Herbert th1nlta that th18 1a a grand opport~1t7 
to answer this q~eation ot peraec~t1on. 

Well I th1nlt 1t 11 - I think 1t is too. I th1nlt -
1t thBY don't want to be done, t be7 ought to keep 
allent. on 1 t. 

I '11 BBnd somebody ~p. Yo~ 1 re 1n the We.JB -

I •a in the ways and Wean• Colllll1ttBB hear1ng rooa 
in - in the new Ho~• • Ott1ce B~1ld1ng. 

All r1g.llt. 

And they can get me tnera all r1g.llt. 

And I'll let A1a wa.1t and bring 1t right baolt. 

That 1ll be tina. 

Tbanlt yo~. 

Tbanlt ;ro~ . 
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apera t.or: 

H.!.! .Jr: 
sen. 
IJcAdOO! 

H.hi. Jr: 

II: 

H.U.Jr: 

U: 

H.U. Jr: 

IJ : 

H .!t.Jr: 

1.! : 

H. M.Jr: 

II: 

H.U.Jr: 

IJ: 

H .U.Jr: 

U: 

H.U.Jr: 

1.1 : 

H. l.l. Jr: 

Go ahead. 

Hello. 

Hello, Mr. Secretary. 

Hello Senator McAdoo. 

How are you t b1B morning? 

Ob, pretty well . 

How's the old abop going. 

It' a going all right.. 

December 4, 19~7. 
ll:Ol a.a. 

That's fine. I wanted t.o aak you a question. 

Please. 

I 1111 getting some reaot.1on t rom a published et.at.e­
ment - pardon me a moment. 

Pardon me. 

Just a moment. I'• getting some reaction 
trom a statement published in the papera that you 
are iaauing some new regulations about income 
taxes requiring people t.o turnieb a list. of their 
tnveatmenta - make a statement of their aaeeta 
and l1abil1t1e& and eo t ort.b. 

That 'e r1ght.. 

I don't know whether t.here ' e anything 1n it. or not, 
but I teal - I mean they are writing me about it 
and I Just wanted to aak if any auoh regulation• 
have been 1aauad. 

Oh yea. 

or 1f t hey o~nt.emplata 1t. 

Well, they've gone out . 

They have gone out.. 

Ob yea. 
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II: 

R.II.Jr: 

U: 

R .loi.Jr: 

ll: 

R .w.Jr: 

U: 

R.l.l.Jr: 

l.l: 

R.U.Jr: 

IJ: 

- a -

I eee . 

Oh 7ee. 

Well now, would 70u be good enough tQ eend ae a 
eet ot tnoee regulation•? 

Sure. I 1ll ,have Kr. Helver1ng do 1t. 

Well, I'd be ver,y auoh obliged. 

Surel.Y. 

255 

I 'd U .lte to mow Juet. what. 1t 1e eo I can answer 
1ntell1.gentl.Y. 

Yea, I 111 haYe Kr. HelYering a end 70u tull explana­
tion. 

I'll be obliged. 

Not at all. 

All r1.gbt. Goodbye. 

' 
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RE OECblmER 15 FIIIAllCINO December 4 , 1937 
9 : 30 a .m. 

?resent: 

ll. '! ,Jr: 

Mr . T&ylor 
Wr . Bell 
l!rs Klotz 
.lr . Lochhead 
Mr . Harris 
Mr . Seltzer 
Mr . Murphy 

.,o'D 
~­

(After reading p~per entitled •costliness to 
Tr easury of an 8-Yeer 2~ Percent Bond," copy 
attached) 

o~ell , I don't think tha t that's a f air way to 
a rgue £t all . On that basis, why ever sell 
anything long? I mean you fellows get some of 
the most cock-eyed things . I mean here r •ve seen 
the c ream of the f inance people and there isn' t 
anybody tha t thinks it' s tho t way , I mean I -
maybe you fel lows figure that way, but I have 
yet to find anybody else that does. Vlhy ever 
sell a long-tertn bond? 

(On phone) Hello . (Conversation with Earle 
Bailie follows : ) 

Regraded Unclassified



H.Y.Jr: 

Operator: 

H.ll.Jr: 
Earle 
Ba1l1e: 

H.U.Jr: 

B: 

H.ll.Jr: 

B: 

H.Y.Jr: 

B: 

H.!J.Jr: 

B: 

H.ti.Jr: 

B: 

H.ll.Jr: 

B: 

H. li.Jr: 

B: 

H.II.Jr: 

B: 

H.II.Jr: 

B: 

H.loi.Jr: 

(ae14e) Hello. 

Mr. Ba1l~e. 

Hello. 

Hello, Henry. 

Hello. Good morning. 

Deoeaber 4 , 1g37. 
g;32 a.a. 

217 

Good morning Henry, how are :rouT 

I •m all rigbt.. 

- Good..-, 
Well, how do :rou teel about tile GoTernment 
t1n.ano1.ng nowT 

Well, I don't teel a bit ditterent than when I 
eaw :rou. 

Ull-huh. 

It eeems to me that you oan do - tile deal that. we 
talked about wit.ll oomtort and assurance ot getting 
aw83 with it. 

I see. 

And do it nr:r n1oel.y. 

Ull-huh. I aean there 1 • nothing - the a1 tuat1on 
1n tile Street is neit.ller better nor worse . 

Well, I don 't - 1t oerta1nl1 U not e:tJ:f woree. 

Ull-llllh. 

I don't think it'• enough bett.er to OllanSe the 
v1ewe that I llad. 

U.ll-hllh. 

I think ;rou oould get awaJ w1t.h all or either one. 

Yes. 

But I wouldn't 1t I were ;rou. 

Uh-hllh. Jfo, I don't. aee the aenee ot tekt ng t.llat 

r1elt. 
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H .II.Jr~ 
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8: 

H. LI. Jr: 

8: 

H.ll.Jr: 

8: 
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I don'~ ~hink ao either, there'•- there'• onl7 
one argwaen~ that. I 1 n bean able t.o think of 
.1n having the two. 

Yea. 

258 

And that. 1a that. you have two of the aaall iaauea. 
Now that. - that. doean 1 ~ bother me tor t.hia reason. 
If you want. t.o build them up -

Yea. 

You oan - the next time if too many t.h1nga went. 
wall you could gin opport.unUy to people t.o go 
1nt.o one of the old onee, ea:r the eight.. 

Yea . 

And give them a new one, eo ~ba~ ~he people who 
don't. 11ke old1aeueewouldn't. have to take Just one. 

Yea. 

see what I meanl 

I aee, sure. 

And it seems to me ~ba~ that trona out the onl.T 
obJection that. I oan aae ~o the picture. 

well the ohanoes are that. 1n the future t.hoee iaauae 
are going ~o be aaaller anywa:r. 

I hope they w1ll be. 

Yea. see? I think - I think the ohano•• are t.h87
1 

be •-ller anyway. 

But, 1f - if you do want. to build t.h• up , you oan 
always give a double otter, one new one t.o the 
trader fellow and one old one to build up. 

Yea . 

That wouldn 1 t bother ••. 

Wall, thank you very auoh. 

o. ~. old fellow. 
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H.ll.Jr: 

B: 

<Joo4b7•· 

Ooo4b7•· 
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rl •• ! . Jr: 

Seltzer : 

~lurphy: 

B.:l.Jr: 

'r~ ylor: 

Seltzer : 

Taylor: 

ci . :.!.Jr: 

Taylor: 

r! • ..I . Jr: 

Seltzer: 

Taylor: 

H. !.! . Jn 

Seltzer: 

-2-

(Bell comes in) 

Let somebody else answer tha t. Do you (Bell) 
want to answer that argument of Seltzer ' s?. I 
mean I don ' t see tha t it makes any sense . Why 
every sell a l ong-term Government? You can 
write i t down and •• . 

'rhis i s what you' re paying for three extra years . 
It's not a long-term bond . . 

I t isn' t an absolute matter, Ur . Secretary . It ' s 
a matter of the slope of the curve . Be different 
1n different circumstances . 

2SO 

Oh Christ l - if you don ' t mind - you come in here 
&lways on a Saturday morning with these suggestions, 
and the idea that people should wear a yellow shoe 
because a bl ack shoe is black, is something - I mean 
you've got a market, a nd you always - I never get 
anything out of you, and it just upsets my thinking , 
that ' s all . 

Well, this is just an argument against dpi ng the 
8-year bond, isn' t i t ? 

Yes . 

Yes . J.nd I think you ' ll find that people - quite a 
few peopl e will figure tbings the way t ha t t hey do 
it there . 

.~<nd then what? 

They ' ll like the 2.t 8-year bond. I mean th~;y 1 ll • •• 

You mean they won ' t buy it? 

They ' ll ••• 

Sure t hey •ll buy i t . 

Well , what ' s the purpose of t hat memor andum? 

ihe purpose of this is to argue that a five-year 
note is a lot cheaper for you. 
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H. ,.!.Jr: 

eltzer : 

l! .M.Jr : 

Seltzer: 

!! .!.! . Jr: 

Sel t zer: 

H • .J.Jr: 

::ieltzer: 

H. IA .Jr: 

Selt zer : 

H. ll. Jr: 

Bell: 

Seltzer: 

Selt zer: 

H. l! . Jr: 

2Sl 

-3-

Well , I koow that; I 1 m not a God-damn fool. 

I don' t mean cheaper in absolute t erms . I mean 
that you don' t get enough for the extra three-year 
maturity to pay the additional price, particularly 
in view of your concentrations of maturities in 
that period . 

l'ihen are there concentrations? 

You 1 ve got a r aft of them. 

When? 

In ' 45 . 

You ha ven't got a nything that's coming due in 1 45 
that you have to pay . 

One and three-fourths billions . 

That you have to pay? 

That you have t o pay December 15, ' 45 . 

You have to pay it by then. 

.Yell, it' s October 15th, llnd you have t wo years t o 
call it. That ' s 143; it's calltble in 1 43 - the 
1, 441 million. 

lbat•s right . But you•ve got four billi on four 
aundred million callable in that period . 

l'lell, the great trouble is this : I •ve spent the 
l est two and a half days t alking to the ables t 
people in America . You haven't had that advan-
t age . 

Right. 

Now, I 've just been through all tha t, and I ' ve got 
a record, if I may say so, of the most successful 
financ ing during the pe s t four years behind me, that 
any Secretary of the Trea sury bas had; I won't t ake 
second place to anybody. And I've just been through 
two and a half days of t alKing to the ~blest people 
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Seltzer: 

Bell : 

H.:.! .Jr: 

Bell : 

Seltzer: 

Bell: 

Seltzer: 

H. M. Jr : 
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in the United States - a cross-section; there ere 
no abler people. And we can give them something 
but tha t doesn't - I con f orce this thing do1m ' 
their throat this time, but where would I be next 
time . 01here vrould I have been .last September? 

but I thought the other day everybody a greed that 
everyone would t ake a f ive-year note. 

That's right . 

Sure. 

~bey still maintain tha t, Larry . There is no 
question about that. But everybody has been frank 
enough with the Secretary, I think, in his conferences 
to tell him tha t the bond will cost more money to the 
Treasury on this basis t han a note. That is true of 
many bonds that you put out . 

There is one thing I think you have left out of here, 
and that is tile t ax-exeo1pt features of a note as 
compared to a bond. 

Tbe point there, though, i s • ••• 

Of course , you're looking ~t it from the standpoint 
of a cor poration. I r ealize that . But if they ere 
this attractive , t hen t hey are going into the hands 
of inoividuals, in which case you would have to take 
in consideration the t ax exemption. That would cut 
down your yield a little . 

Of course we 'd r a ther i ndividuals went into the 
corporate bond market or into the outstanding 
Government bonds. 

Well , I•m not so sure about tbat a ltogether. You'd 
. like t o have some individua ls ! n the Government 

market , wouldn ' t you? 

(On phone) Ur. Parkinson, please. 

Tbis argument they use - to starve the bond market -
see; everybody says that• s crazy l see? - that the 
people want e bond, that you don t want to lCBd up 
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H.M. Jr: 
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y our banks all the time; that the insurance 
compa.nies are the only customers I've bad tha t 
ha ve stood by me for the past year . Now why 
not do something for them? The banks ha~e sold 
us dovm the river t o a t une of a billion and a 
quarter . They ' re \'tilling to let the Government 
go to hell. And the only people t hat'll t ake the 
God-damn t hings ere the insurance companies . If 
you' ve got a fellow who treats you right when 
things are bad , wily not do something for him? 
I mean they're the only people that would buy 
Governments, a nd they bought almost t o e dollar 
what these God-de~ banks sold . Now, t~y not do 
something for t~hen things look a little better? 
I mean you can 1 t -jUst say, • Well, the bell w1 tb 
these insurance companies ; let them - ~by do anything 
for t hem?" ilell, if it hadn ' t been for the insurance 
companies this last year, Nhere Nould we be? You 
know they bought all the stuff . Well, you can' t ••.• 

Of course, t hey ' re buttering their own bread in 
doing it, t oo; they had no alternative. 

That ' s all right, but they ' re the onl y people that 
did buy the United States Governments, and the rest 
of the people wouldn ' t buy them . Now we ' re feeling 
u lit tle better and Ne Sby , •Oh, t he hell with the 
insurance companies . ,·;e •re not going to give t hem 
what they want. And the banks - let the banks 
take it . • Well , I believe if a customer has seen 
you through hard times - all ri~ht, do something for 
him . I 've got a line of customers the way any other 
merchant has got. I ' ve got t o keep them s atisfied . 

I •ve got to keep the Government bond dealers -all 
right, s ay we shouldn ' t have Government bond dealers. 
The answer is, t he only thing that 's been any good 
is the Government bond merket . And look what ' s hap­
pened to t he stock exchange . No one can rely on 
them t o do anything . ~he t hing is so thin, it can 
go up five or t en points uny d ay and it doesn' t mean 
anything . Now, I •ve got a gr oup of sati sfied cus­
tomers and I went to keep t hem. And you can ' t work 
t hat out on a statisti cal basis . I mean that doesn' t 
show up. nhoever figured the Bet hlehem St eel ond 
Pure Oil - they f i gured no t only wr ong once, t hey 
figured nong t wice. And look what they l ost. 
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r.lur phy: 
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How, the thing in this business is, when you've 
got people to buy, don 1 t take t he stuff away from 
them and say, "No , things are a ll right now; I' ll 
have a f ive-yeur 1-J/ 41 and the hell with insurance 
companies ." • 

And then the other argument. If you s tick it all 
in the five-year, you 1 r e piling up your short 
ma turity, and then thut worries them more than to 
sell a bond. A bond is bullish. ~hey all say so . 
If the Trea sury does £ bond - os a matter of f act, 
bot h the Discount Cor pora tion and Devine, who are 
the two most successful, have begged me, and say 
they'll put every nickel in the worl d that they've 
got on it if we 1 11 do a bond exclusively . 

1 don' t bl~me them . lhey •re getting a very juicy 
yield . 

This is the first time in nine months we 1 ve been 
abl e to sell anything over four years and a half. 
When did we sell anyt ning over five years? 

I n March . It 1 s a year since we 1 ve sold anything 
alone for cash. 

Here ' s the first time the market is ready. And 
how does anybody know that the Uovernment is ready 
to sell something over a f ive-year note if we don't 
do it? If % turn a round ond offer a f ive-year, 
they say, • My God, what's t he ma tter with Morgentheu? 
He must be really scarea. " 

And these are all- the whole thing - what's the 
matter today? It' s all psycholog ical . You c an't 
The earth's surface is there, the people are there, 
we ' ve got the finest crops we 1 ve ever had, we 've 
got good r elations with tne rest of the wot'ld on a 
monetary basis . The whole tning is mental . 

I don ' t want you to •yes" me, but I •m trying to tell 
you how 1 feel I mean I don • t expect you to •yes• 
me . Now, the ~emorandum you (Seltzer) sent me last 
night was good. The only complaint 1 bad was earlier, 
and I ' m going to make a shift on that. And !want you 
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Harris : 

Selt zer: 

Bell: 
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to figure - I want these February fellows to have 
the same net interest rate all t hrough; that is, I 
want them to have 2-5/8, so we pay them 2-5/8, so 
that they have 2-5/8 until the notes ma ture, so 
that when they subscribe they don ' t have s disad­
vantage of 10-32ds compared to an outsider. Now, 
have you (Harris) bad u chance to think that out? 

I have some figures on it. The difference between 
a 1- 3/4 and a 2-5/8 for a month and a half amounts 
to about three and one-half 32ds; so that would be 
all it costs the Treasury. 

bay toat again. 

The d ifference between the interest on a 1-3/4 
a nd a 2-5/8 for a month and a half - t ha t is, 
from December 15 t o February 1 - the difference 
between those two amounts to, in 32ds, about 
three and one-half 32ds . 

But how about on the 2-·1/2? 

On the 2-1/2 it ' s so small, you couldn't ••• 

I hold some Februarys. Now, they made the strutement 
here yesterday - you (Seltzer) made the statement too 
tha t if I hold the Februarys , which are 2- 5/Ss, and 
subscribe to the 1-3/4 and lose that, see, t ha t I 'm 
~t a disadvantage of ten 32ds . 

No, you're at a disadvantage of only about three 
and one-half 32ds. 

All d epends on what you f igure . If you figure money 
for six weeks i s worth nothing, but hol ding your 
Februar y notes t o maturity the interest tha t you 
collect can be regarded as a pre~ium , that will 
amount to eleven 32ds between December 15 and February 
1 They've got tha t premium in the bag . They don ' t 
h~ve to ask you for anything. They 've got that just 
by ••• 

If they sell it . 

If they hold it, collect it too. 
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Three and a half or four )2ds will do the trick, 
but if you t ake wha t they 've got in the bag, it 
amounts to eleven; and i f you offer them only the 
same terms that you offer to cash subscribers 
you ' re asking them to turn in something wh1ch

1
is 

worth eleven )2ds over and above what the others 
turn in, in return for the same thing. Now, you 
can chisel them a bit for t his reason. You are giving 
them a bid - giving them full pr eferential allotment, 
a nd that ' s why you d on' t have t o give them the full 
eleven. Kight give them eight. 

Yes, but wnen they turn it in in Febr uary, probably 
have to pay a premium that ' s grea t er t hen the 
interes t f or that period . 

lhat •s all right . Just the same, right at February 
1 they can collect eleven )2ds . 

I think you s hould give them the difference between 
l -J/4 and 2-5/8, but I don't think you s hould give 
t hem the whole interest on the 2- 5/8 for that period. 
Tha t ' s ten )2ds differ ence there . 

(On phone) No, it isn't that important. I got 
a telegram last night from them. Please. 

"ha t ever way you figure it, it ' s jus t going to 
amount to a full int erest ad justment , isn' t i t? 

A-hat's all. 

nhat I had in mind was this . I want the February 
noteholder to get his full 2-5/8 to maturity. 

"ell, tha t will just cost the Treasury three and 
one-helf )2ds. 

Pardon me? 

That wi ll just cost the Treasury t hree and one-half 
)2ds . 

On the notes . Cost you about t wo cents on the bond. 

Cost you one-half of one )2d on t he bond. 
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~oesn 1 t cost us anytbing , because if we didn ' t 
call them, the fellow would get 2-5/8. 

That ' s true too. 

(On phone) Hello (Conversation with Burgess, 
also between Bell and Burgess, follows:) 

26'] 

Regraded Unclassified



or.aurgeu: 

!I.J.t. Jr: 

B: 

!I.M .Jr: 

B: 

!I.M. Jr: 

B: 

!l .!l.Jr: 

B: 

!1.!4.Jr: 

B: 
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B: 
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B: 
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B: 

H.ll.Jr: 

B: 

H.U.Jr: 

B: 

H.ll.Jr: 

Deoeaber 4, lQ~?. 
Q:48 •••• 

... n•t. here before thie aol'D1Dg. 

Pardon ae. 

8orr.J I waen't here when 70u called before. 

Tn&t'e - it'e Juat ae well. Two th1Dge, haTe 70u 
talk64 to Eoole1, giTen h1a the aarketeT 

No, I n&Ten' t. . 

Ub-hUh. 

I will, it 70u think i t. 'e a good idea. 

I wilh 70u would and t.hen with1D a little while 
I ' 11 call h1a. 

Yea. 

But I'd like you to give him the market you •••· 

All right. I think that' e a good hunch. 

Now, beoauae if I talk to him he'll immediately etart 
talking about note1 and no bond. I want him to get 
the feel of the market. 

Yee, I aee. 

Now the onl7 thi.ng - Hello. 

Yea. 

That I'Te changed eince 1&1t night. ie th1a. I'• 
work1Dg right now, I - I think I want the Febru&r7 
note holder• -

Think what? 

I want the February note holder• to have their full 
ooupon. 

ell! 

Their full two and fiTe e1ghthl . 

You don't ne64 to. 

I mow. I mow. In ot.her ~rdl I t.hiDk t.ha we3 Bell 
aaid it worlted out., I aean 1t the7 aubaoribe - t.Aq 
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gel. - I want them l.o haTe net. two and fi'l'e-eightbe 
until February 1. 

Oh, Just the difference between the coupons . 

Yea, I mean eo t hat t hey will have net. 

Well, that is if t.bey take a bond. 

Yes . 

You'd give them one-eighth. 

One-eighth extra. 

That.'e awful ~mall for- for a little over a month. 
T~t.'s leas than a th1~y second you know. 

Yea, but how about on the note . 

Well on the note it 1 e about a thirty second or 
something - amall. 

No, I mean - no, it's between one and three quarter• 
and two and f ive-eighths, they figure ten t hi rty 
seconds they tell me. 

Well , but t hat ' s onlY a peri od of siX weeks. 

Yes . lfel:l , somebodY -

Less than a thirty second. 

Now, well, somebodY was 1n here yesterday and said 
that - that there's ten t b1rty s econas disadyantage 
to a note holder - February note holder i f be takes 
a one and ttu·ee-quarters note , figuring hi s mone1 
and so forth. 

Well that i sn't true Henry. 

What? 

That isn't true . 

It •s not. 

No. All he lceee ie the difference between tbe 
ooupon of the obligation he t.akee and t.be - and tbe 
t wo and f1Ye-e1ght.be. All he loses ie toe difference, 
and he Tery IIUCh more than makee that up 1n prem1ua 

Regraded Unclassified



K.!.I .J r: 

B; 

K.!.I.Jr: 

B• 
' 

K.loi.Jr: 

B: 

K.M.Jr: 

B: 

D. Bell: 

B: 

Bell: 

B: 

Bell: 

B: 

Bell: 

B: 

Bell: 

B: 

- ~ -
-pieoe of paper, he ge~e hie wo~h. I~'• onl,T 

a queetion or one or two th1r~ eeconde. 
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Well, 1n Septuber one or two t.h1rt.r eeconde l ooked 
awtull.T big. 

Oh well, - honeetl,T that. - t.hat isn't at all 
neceeaary, Henry and to be considered I think -
a little atraid of it or eometh1ng. 

Well, I don't ltnow, there'• - let ae aalt Bell -
he said it waa Green of the Obaee. Green . 

Yes . Well, he ·Juet bad eome notion. He doee t hat -
he geta a notion. 

Wait a minute, let ae have Dan taUt to .rou a ainute. 

Yes. 

Atter all, Green'• nobody 1 s tool. Let Dan tal lt to 
you a minute. 

All right. 

Doo, he was figuring on a baeie on the present 
preaiua. The aan'e alre~ got h1e money. I mean 
if he's a holder of a note he oan sell 1t on the 
aarltet toda,J or twent:r, what 1e it, twent;r eome 
thirty seconds. 

Well, but if he doesn't -

He, 1n effect, ie loe1ng the interest on h1e aone.r 
between Deceaber 15 to Februar.T l. 

Oh no, if he taltee - 1f he takee one of our otter• 
he' a eillpl.T loe1ng the difference. 

Might be, 1t'e teobn1cal but then ha'e got a point. 

There's the coupon we give hia. 

I don ' t thinlt J1aD1 people p~ auch attention to 1t, 
but I do th1nlt he hae a point . 

on, I don • t th1nlt he baa Dan. 

Don 1 t. .rou? 
I don • ~ realll' thinlt he bae at. all, no. wa•ve ver, 
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1eldoa do111 i t., you know. We 1 ve on11 done i t. when 
it. covered a period - a longer period ot Uae. we 
did it. three aonthe ahead or eoaet.ll1ng. 

Well , you have to adait that the IIUIJl ie loeing -
Doc, you have to admit that. the man ie loeing int.ereat. 
on hie 1110ney it be can go out the market. today and 
make himself whole, whi ch he can do. 

Yee, but. t.he fellow who exchanges doesn ' t lose the 
i nterest between that period. 

Well, ot course he get.e it. baok , but what he gete ie 
about equivalent ot hie premium he can get today. 

As a matter ot fact., late last night, these rigbtl 
want up. 

Tll&t' a r i ght.. 

Showing tha t. these fellows are goi ng t.o benefit. 
very largely trom i t., and we' re giving these fellows 
more than an evan break by giving t hem the r1gbta 
in full . 

That.' a right. 

There 's been a lot. ot people who think we shouldn't 
even give them that. 

Well, you give them quite a bit of gravy t.oo and 
t.he premium -

Yea. You ' ve given them a lot. ot gravy. 

The pr eferential right.B and t.he additional gravy will 
more than take care ot t.he - wna t. till. a III8.Il 18 
talkJ.ng about. . 

Oh not only more but several kind. 

That ' a right. 

That i s the difference between the coupons ie onl.Y 
- thirty seconds. 

Well act.uall1 it'e only ten cents on t.he notee and 
about two cent.a on the bonde . 

Yea. That 's right. 

Tbat.'a ·right.. Well, that ' • the point he made. I 
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t.hlnlt he I. sot. a po1.nt.. but. I don It. tp.1Dk 11&117 
people t.h1Dk ab~~ it. . 

(h well, I don' t t.h1.nk it. ' • 1.Jiport.an t. ano\16h to p~ 
&n7 attention t.o. Theee right• are valuable now, 
t.h87 went ~ five t.hirt.y eeoonde laet. night.. 

Yal . 

On - on t.he belief of t.he aarket - t.hat t.hey 1d 
get a oh&Doe at. tbe bonda. 

Well, I agree t..bey 1 re going t.bat. way. 

So t.bat. t.h1e - t.hie noteholder haen't. got any oo._ 
plain~ 1.n t.lle world. 

I won' t. argue wit.b you. 

Not. t.be elight.est. 

Yes . All r1.gllt, Doc. He wants - t.be Secretary 
wants to talk t.o you. 

Yes . 

Let me aek you t.h1e question. You remember when -
hello. 

Yee . 

Remember when - t.hat. year, over the weekend that 
Hitler went. 1D t.he 

yea, you be~ I do. 

Well, that. wae a halt a poi.nt. Well, let.'e ·~ 
t.hat. t.hle Colonel of t.be Marine• that went. in 
yesterday, told the Jape to get. out. , euppoe1ng 
that fellow had gotten ehot.. 

Yea . Well, that'• all right, we've got lote of 
leeway. ThiB i B even alaoet a l i ttle too rioh. 

well, now, t.hat. 1 e t.be point . I mean -

Yea. 

Have we got. a half a point. le~f 

Oh, _eae1ly. 
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What? 

Eaa1l,y . On the bond, you - th1e thing 1a worth 
a premium ot a full point on the bond. 

Uh-hu.tl. 

With t ive-eigbt.h e on the note. 

Well , tive- e1gbt.he 1en't a halt a point. 

Yea , but. by distributing it. between the two ieauaa 
you're practicallY saf e on that. You onl;r have a 
little weight on each one. That's - t.hat. 1 e one 
good argument. tor doi.ng the two, the split. ieeue. 
It aeeme t.o be Juat about. ae near hundred per oent 
sat e aa you can get.. 

Well , now -

I slept like a 
baby last. night. 

Well I didn't.. The Federal Reserve Syetem-
what. are they going t.o do w1t.h their eight y 
million? 

oli, well, we'll swap. I haven ' t. talked to the 
others . Uy - ~ recommendation would be t.o awap 
about t 1tt.y fifty or perbapa a 11t.t.le more on the 
note. 

Oh, ~God! Well, t hen 'we 'd better - we'd better 
out. down on the note. 

Oh -
Yea. What's the matter with you fellows up there 
anywa,y? 

What do you want. u.,_o do, talte all bonds? 

What.? 

wnat. do you want ua to do, t.alte all bonds? 

Ob, I wouldn't. - I couldn ' t at.and t.bat. 

What. do you aeant 
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Well, I mean it would be euoh a ahook. 

(lauglla) -

Be auoh a ahook. What about theee geeturea t o 

2?4 

t he capital market? ' I th1nlt - I thl.n.k; 1t the 
Federal Renne took all bond•, whJ' t.aa. oounttr ~t. 
beliiYI that IYen t.he Federal RIIIMe thOUght 
that we were going to oa.e out of th1e all right. 
Well, - · 

I haven't talked to the other b071, I don't know 
how they tail. 

well, I'd- I'd like, next time I talk to you, 
wll7 10u might let me know because the bond ia 
going to be eo r1oh, I suppose that -

We're do~~ this tor the profit 1ou know. 

Yea, I know. I know. Well, of oourae there'• 
a profit aotive there and I Just wondered whether 
10u were going to resist it. 

I think we 1 d rea1at it to about halt, about the tune 
fitt7 per oent or something. 

Uh-huh. 

T.bat ' • ~ general notion, the •e:r the;, -

Wall, no - what I thought • I have 1t written on 
a pieoe ot paper, I would haYe aaid t.bat 10U 1d 
put - t.ake titt;r titt;r. 

Yea. 

I nenr dreamt that 70u1d take le88 than half ot 
the bond•. 

Yea, I 111. 

But-

Well, I - I haYen't. 
know. 

the aaount ;ret, I don't. 

But aerioual1, think about. 1t and then when ;rou 
talk to me next tiae, let •• know. It. algllt aake 
a d1tterenoe on how - on how I ottered. the notee, 

how I -

Regraded Unclassified



8: 

H.IL.Jr: 

8: 

H. U.Jr: 

8: 

- 8 - 275 

.All ~ght., when~ t.alk w1t.h Eoolea, I'll au h1a. 

Yea, 1t 70U call h1a DOW I'll call h1a a ' l1t.t.le -
w1 t.h1ll a halt an hour. 

All right.. rae. 
All right.. 

Yea. Good, 

-

Regraded Unclassified



taylor: 

H. r.! .Jr: 

Bell: 

H. :.!.Jr: 

liell: 

ti . ~.Jr: 

Seltzer : 

I:I . '.! . Jr: 

Lochhead: 

H. !.!.Jr: 

276 

-10-

Don't want them taking a ny bonds. 

Oh, Dan and I had this l ast night - we thought 
we ' d do a little kidding, you see • 

.llight be a good thing if they sold them out and 
let the other people get the bonds. 

Vlell , tha t isn't - tha t wouldn't be the worst 
thing either. 

And Ur. Rentschler made what wasn' t a novel sug­
gestion - it wa s new as to this time. He'd like 
to see us b~ five hundred million dollars or a 
billion dollars worth of the Federal Reserve 
portfolio from the Stabili~ation Fund . 

St erilized gold . 

Sterilized gold . hnd t hen - he sai d , "Put the 
Federal Reserve portfolio in the kind of ahape 
it should be in" - then if something happened , 
they could do something. So I s aid, nv:ell , I've 
got myself in a beautiful position, all cash, the 
way I ' d like to be personally and am not, and you 
want me to l ose tha t position and put the Fed in 
that position." 

. . 

"Well," he said, "the best t hing that could happen 
is for you to t ake five hundred million to a 
billion dollars ." 

And I want you people to think it over back there. 
That is, use the gold and b~ the Fed' s - b~ their 
stuff a nd then put ·them in the position that they 
are supposed t o be, so that if something goes wrong, 
wby, tnen they've got some cash t o operate with. 
And be says t hat would make sense . It ' s a very 
interesting suggestion. 

Surely. 

I said it isn' t novel , but it is - no one has sug­
gested it in the last month or two. 

Suggested it about three or four months ago . 

I s aid month or two . 
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ne have suggested that. 

Oh boy, you fellows will have to work on me , 
though, to gi ve up my nice cash position; because 
supposing we took a billion dollars and left the 
Fed with a billion and a half of securities; then 
things go wrong and r •ve got to go down on my 
knees and crawl around, beg these fellows to buy 
something . 

You•ve got this big Stabilization Fund, you've got 
lots of silver, you've •• •• 

Hut Larry, write me a memorandum on it, take 
plenty of t 1me, give me the pros and cons. 

O. K. 

Because I understand it would have no effect on 
the excess reserves one way or the other - doing 
tha t. But write a memorandum on it, you see, on 
both sides. 

Right. 

Now, do you want t o argue with these fellows on 
your ten 32ds? 

~here are three points involved, three different 
figures involved, and they are technical and it 
doesn ' t pay to mention them even if you're going to 
give a premium of one full point. That will float 
anything . You don ' t have to give the Federal 
noteholders anything in the way of interest overlap 
or any interest concession if you offer a point 
premium. 

You don•t have to. 

No . 
Really more tha n a point premium, isn' t there, Lar ry, 
on the bonds? 

That's what 1 mean. But if you confined this to 
notes where the preeiua aigbt have been only 15 32dl, 
then you would have bad s ID&rgin of safety only ot 
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about 4 J2ds so far liS tnese noteholders lire 
concerned; t hen I would nave been in f avor of 
giving them a liber a l interest concession. But 
if you give them the o~tion of a juicy bond, they 
don ' t need anything els e . 

l'lell now, listen, we ' r e going to give them a bond . 
Now, having made that deci sion, are you still worried 
about it? 

Is it an eight-ten? 

It's a flat ei ght. 

Gosh, tha t pr emi um i s going to be terrific, isn't it? 

One e nd a half event ually. 

~o rich i t will have the gout . 

Might sell anywhere from one point premium to one 
end e. half . 

ilhat you want just now .••• 

oie •re sitting around t alking here - let 's say 250, 
275, 400 million dollars, s ee? Now, whet ' s an 
eighth on 400 million dollars for ei ght years? 
One e i ght h - what ' s r. n ei ghth? Harris, you f i gure 
it t oo . 

rive hundred t housand c. year. 

"bat ' s en eighth? If •o~~e dropped 1 t, 1t would be an 

eigntb , wouldn 1 t it? 

Four million dollars . 

How much? 

Four million dollars . 

A year? 

No, in eight years. 

Four million dollars. 
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Five hundred thousand a year. 

You kno·"· i t ' s ha rd t o see ho.v that bond could sell 
a t a premium of less than a point and a half. 

hventunlly , Larry; probably not right away, t hough. 
It .von1 t sel l t hat way right away. 

"ell, see here, you•ve cot tnese 2-.3/4s of ' 45 to 
1 47 that have a t wo year longer maturity and with 
the low coupons, so t hey ar e not likely to be called. 
Tney a re yielding 2 • .)0. 

Larry , ~e agree in t he end they ' ll sell t hLt way, 
but the market doesn't discount t hese things 
immediately. Ther e ' s a higher coupon rate, in the 
first pl a ce . Same way, you•ve got your 2-1/2 •.•. 

Well , if you f i gure things out, . your 2- l/2 bonds 
should not have been selling cnywhere near where 
tney are; but they do • 

.l:.vent ually the thing will work out , but • • • 

Just the same, I ' m goinc to be surprised if that 
bond doesn't sell a t a pr emium of one and a half . 

You all were wrong 1n September . There wasn't a 
man .vho wasn' t wrong on the premium. 

Look a t what you had . You had a market going like 
that. 

Ne have baa th&t plus two and a half months on top 
of t hat . Every one of you was wrong in September . 
You all had it figured and she scraped just two, 
t hree - didn' t she get down to J J2ds? 

(Nods yes) 

And then we had to put a stop order not to let i t "go 
beyond J .)2ds . 'lie bad an order to t ake e ver y thing 
a t .3 J2ds . · I mean tnis thing ba s been good for one 
week and it r s been bad for t hree months . Now, I 
can ' t believe t hat tha t i sn't s t ill honeycombed. You 
can' t take a bond marke t tha t ' s been bad, when t her e 
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isn' t a single company- you can ' t sell anything, 
nothing has been sold ; and when it ' s been bad for 
two and a half months , suddenly, because it ' s good 
for one week • . • •. 

Oh, your bond market has been pr etty good now s ince 
you put t hat gol d in. 

You have an incident on Uonday in Shanghai and all 
this stuff goes right down . 

Correct • 

Woat •s four million dol l ars to gUhrantee - all 
rignt, let' s say the worst, four million dollars 
sugar to guarantee a 753 mi llion dollar issue; l •m 
willing to s ay publicly I 1 ll pay four million 
dollars extra to guarantee a 750 million dollar 
issue . 

I only wanted to call your attention to toe five­
year and ten-year maturity class , which is a class 
that has been pretty strong since September . 

Well , try and sell f ive million of them any one 
day. 

I wouldn't undertake it . 

Try and sel1 five million of toem any one day. 
Try and sell one million dollars worth. I mean t r y 
to sell - there hasn't been but two times in two 
and a balf months that you could sell a 111ll1on 
dol1ars in one day of 2-7/Ss . Is t hat right? 

That 's right. 

It• s just been t wice . 

That ' s your longes t bonds. 

I ~ow, but I• m just talking about t he condition of 
tne market. 

1nis section of the market is a lot firmer than the 
other . 
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Sure . 

Well , if these fellows say it's so sweet, make it 
50-50; make it 225 of each instead of 200 and 250. 

If you ' re going into the bond for the public effect 
and so on, why, t hen, the more bonds you have the 
better. Aft er all , you have a psychological rea son. 

All right . Sure . 

I think if it was purely selfish, from t he Treasury 
view, I would s till say • •• 

What? 

From a purely selfish standpoint, I like just the 
no t e . On the other ha nd, Mr . Morgenthau has met 
Lll the se men her e and t hey say t hey want - very 
firmly want something else . Tha t ' s t he price you 
pay to please your customer s . That ' s frankly wha t 
it is. From the point of view of the Treasury 
cosh position, I still st and on a five-year note . 
On the other band , if we must satisfy the customers ' 
demand, that must be a point too . 

I don ' t say the howling success of a Government 
bond issue will t urn the corner of this whole 
situation, because t ha t would be silly. But let 
it be a f a ilure ~<nd then the Government •ould go 
in t ne dog- bouse . 

hnd I think t ha t if it ' s a four ~llion dollar -
and f iguring an eighth, because I think 1f I call 
up Burgess ar~ say I was going to do 2- 3/8, he'd 
just throw up his hands , wouldn't be? 

Oh yes . 

Well , l e t • s s ay 1t ' s a full eighth - I mean l et ' s 
suy it r s a full ei ghth too rich. Wha t would it 
be - 2-3/8 - an 8-year? 

Well , taking the year basis , be about a half. 
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How much? 

Probably run between four-tenths and a half 
premium . 

Four-tenths . 

Yes, sell about 10 J2ds, maybe . 

It should only c arr y a premium of a round 6 or 
7 32ds . 

oo if I figure an eighth ...• 

.•• on the 1 45- ' 47s •••• 

282 

It would be a mat ter of lengt h of ma turity. That 
is, if instead of making it straight eight, you make 
it an eight-ten, something like tha t, you r educe the 
sweetness . 

Hell, you've got a '45- '47 now, haven 't you? 

That ' s the bad f eature obout that. 

//ell, that whole period i s Just full of callables 
and maturities. 

You've got a ' 45- ' 47, so it really isn't much more 
t han two million aollars . 1 1 d have to say a 
s i xteent h . I mcy be PLY ing 6 si xteenth too much. 
You couldn't sell a 1-J/8, coula you? 

2-J/8 . 

You couldn ' t sell i t , could you? 

iio. 

~o I •m paying a s ixteenth too much, which is t ·"o 
million dollars . I say it ' s cheap . I'm paying a 
sixteenth extra , which is two million dollars · I 
say it's cheap . And it may not- give me an inci dent 
in Shanghai on Monday, and that extrs sixteenth 
will put the thing across. 

Regraded Unclassified



L!urphy: 

H.:A. Jr: 

Seltzer : 

H. Ol . Jr: 

Seltzer : 

Bell : 

ri . '.! , Jr: 

Bell: 

t! . ,! . Jr : 

Bell : 

H. "l . Jr: 

!lurpby : 

-17-

•lell, which do you think would be more effective 
with an incident in Shanghai, the f ive-year no t e 
or an 8-yea r bond? 

I think a couple battleships . 

Now, don't forget , when you give t wo pieces of 
paper, each bank - if a bank could subscri be 25 
million dollar s to one i ssue, it could subscribe 

283 

50 million dollars to two issues, but he can ' t do 
it unless you give him two pieces of paper . When 
you do that, he can subscribe his full capital 
reserve twice, and t ha t ' s the advantage and that ' s 
one of the rea sons I ' m doing it. I mean I want the 
extra tnings so that banks can subscribe twice, and 
each time they can subscribe, you s ee, their capital 
reserve to one piece of paper . Give them two pieces 
and they can do it on each one the limit. 

And so I come back and say, "All right, f ive- year 
note and something else ." And what's the something 
else? 'rwo mill i on dollars is what I'm paying . 

l'lell , I don't think you 1 r e t aking much risk with a 
2-1/2 8- yeer bond . Very nice Juicy premium. 

Am I taking any risk? 

I don't see it. 

You probably could put t he nhole issue 1n t he 
2-1/2 8-yesr bond . 

But I don't want to do it. 

Because you• ve got customer s that want the note 
and it ' s cheap money. 

And on the other hand , they say, "Don't starve 
your note customers; give your note customers 
something." 

Tha t's right. 

Tbe last time we sold o bond was Warch? 

Las t t ime for cash, December . 
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December 2- l /2s . 

Last time was December. 

The long 2-l/2s were December. 

Tha t ' s a year . 

In December we sold 2-l/2s, ' 49 to ' 5) . 
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~an, if we offer 2-1/2 bonds 50-50, what ' s your guess 
on the noteholders t hat would go into bonds , out or 
the 277? 

That ' s a har d guess , but I should say the longer 
portion would go into bonds . 

>'lell, we ' ll get in 250 if we have any l uck at ell 

Right. 

••• out of the 277. What proportion of the bonds? 
Say 150? 

I should say 150 to 175 milli on. 

200 . 

What? 

.... 

200 . 

I would say th.!i t if the original •• • •• 

Nell , be between 4JO ~nd 450. 

That ' s right, be bet1veen 400 ~nd 450. 

llhich would make a nice 11 ttle issue . And 1f I ' ve 
got to have a small i ssue , ~'d r a ther have a small 
issue in a note than a bond . What? 

That ' s r i ght. 

••ell, you (Taylor ) have listened to tb.is for 45 
minutes , plus 45 minutes before, wbich is an hour 
and a ball' , what do you thiLk? 
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I t hink no interest ad Justment . 

I 1ll go al ong on tha t. 

':/hat? 

I 1ll go al ong on that . 
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I think that I would split it 50-50 and then give 
the option to the other one. 

••lly, Wayne? 

Beca use I think you ' re making whatever gesture that 
you want to ma.ketowards the long-term market in 
m~sking it 50-50 and t hlit you• re going to get such 
a big percentage of your bonds on conversions und 
t hat you ' ll pick - you' ll s ave part of that, what­
ever it is that you are gi vin& 911ay, by stepping up 
the notes by just that amount . 

25 million . 

25 million . 

I ell, is that worth the difference of l etti ng the 
world know that I think that 

If you let t hem 6now a t all, and then the •• •• 

.<>ut by saying :250 and 200 I'm saying t hat I 1 ve 
got that much extra confidence in the bond . 

I don' t tn.ink you say that. 

Don ' t I? 

No . 

Harris, when I make it 250 •••. 

Yes, I think so . 

What am I saying when I say 250 bonds and 200 notes? 

Keens you ' d r ather see the people go into the bonds 
than the notes . 
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lhere isn' t enough diff erence in the two maturities . 

But your bond is sweeter. 

'i es . 

And I think I'd be inclined to put more in the 
bonds, even though you get 450, which is a nice 
t hing . knd the people that talked to you, I think, 
f avored a bond. 

More of it . 

•hat ' s right. And for tha t reason I think it's a 
good gesture. 

Percentage of allotment will probably be &round 
five per cent subscription. 

Probably very small. 

Be wonderful , be wonderful. 

:l:he idea of putting more on the bonds - I don't 
think it's generally interpreted the way you (Harris) 
interpret it. I think it's interpreted that the 
Secretary believes more people will go into the 
bonds . 

Yes. The way I interpret it is, when I s ay 250 
of bonds and 200 of notes, 1 1m saying I think the 
people went bonds more than they went notes. And 
that's just what I want to say. That's what I want 
to say. 

How do you (Mrs Klotz) react to 250 of bonds? 

I ' d r ather see you put 250 into bonds. 

Vlell the reason I say split 50-50 is, 1'111 sure 
that' the market itself, in its turn-ins of the 
notes, is going to say that t~ice a s hard a s 
you can say it. 

Well, let's say it twice. Let me say it and l et th~m 
confirm it. 
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I don ' t feel v er y str ongly about i t at all, but I 
t hink you c an go 50-50 ~nd s ay all t luit you want t o 
say . 

Herbert? As to 250 and 200, or 225 and 225 . 

1/el l , judging f r om whll t is said here about 1t , I 
think plai nly your offering B larger amount of 
bonds means that you think there is a greater demand 
for the bond . I think thnt would have a good effect . 

(Reading ticker clippings) •very good t one to the 
market opening . 2-5/Ss, February, ~uoted 27, bid ot 
4 J2ds . " nba t? 

Really looks li~e they want t hem to excha nge the~ . 

They've gotten to you on the bond offeri ng . 

'lhe boys have heard about tha t 2- 1/2 . 

About 7 32ds of tha t is interest ; the r est is premium 
placed on the privilege of exchange . 

They 're going after bonds . The market is all fixed . 

I sold yesterday over the phone - I sold 150 million 
of these bonds in Chicago, and there were two men in 
here the other day that took 75 million . 

You•re not short, arc you? That ' s why he wants tha t 
extra 25 . 

Really too bad . You bed 250 before . 

That ' s a l l r ight . 

'llhy not do the March notes then? 

Vlell, tha t wouldn' t be so dumb ei ther. 

But this - this farm boy that doesn't know anythi ng 
about financing is going t o make a gr eat success of 
this thing on Monday . 

Well , let' s see if lllarriner has been prepared . 
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You pretty well set on no interest ad justment? 

Do you think so? 

I go a long with tha t . I don't thi nk .... 

Which way? 

28f 

Strai ght exchange on December 15, giving them the 
new coupon r ather than 2-5/8 to Febr=ry. 

The Nay we wrote it last night . 

Tha t's right. Because the bond is sweet • 

•tell, the way you did 1t last night . 

That ' s r ight. 

I mean the f ellow Nho has a 2- 5/8 note meturing in 
Februar y has t o give th~ t up on February 15 . 

n as to give it up on December 15 for whatever he 
exchanges it for . 

And the Government will save the difference . 

That is, he gets tc1e interest up to December 15 on 
his note . 

Yes, when he turns i t in. 

You offer them this juicy bond . You•ve given him 
everything he CWl ask for . You ' re giVing him 
preferential a llotment for it . He doesn ' t deserve 
uno ther thing . 

That isn't what you wrote me last night . 

Look at the difference . When I wrote tha t , we were 
considering an i ssue confined to a five-year note 
issue in which the expected premium mi ght be half a 
point or less. llell , in tha t case your noteho1~ers 
wer e in a much worse position than your cash suc­
scribers, from the standpoint of what t hey had to 
give U? · They ntd t o give up 11 32ds of sure premium 
to come in. There, I think, you really had to give them 
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an i nter est overl ap . But when you g ive t hem this 
alte rna tive, a point and a hhlf premium, certainly 
a point pr emium, they don't re~uire anything else . 

nel l , tha t 11 32ds premium, Larry, is only there 
unt il December 15; with t he privilege of exchange 
tney pl ace that on the market. 

No, not the ll 32ds premium, Hr . Secret ary; that ' s 
in the bonds. 

Ri ght inside the February not es . You can't t ake it 
away . 

lhat 1 s not premium; that ' s Just interest. 

van't t ake it away from them. 

Of course we can' t take it; can' t make t hem give it up . 

Tba t 1 s why you have to g ive them something extra . 

Let t hem hold 1t until maturity . 

I •m going to call up Burgess after we get t hrough 
and show him •..• 

Don' t call him up .... 
Oh no, I ' ll do t hi s privately . 

Yes, but don't upset nim now . Let Burgess alone 
until Monday, see? 

Selt zer : O. K. 

ii . !I. Jr : 

9clJ.: 

Have your argument with him on Uonday . I mean 
seriously . 

(On phone) Chairman Eccles . 

Of course if this bond were not in the picture, 
your not~ would not be selling a t any such pr emium; 
they' d be down t o t he 1-3/4 basis . 

The 11 32ds is mechanicbl; bns nothing to do with tbe 
new i ssue. 
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That' s your interest. Can' t take tha t out of the 
picture so long as people are will i ng t o buy obliga­
tions and get nothing on them f or 45 days . 

Henry (Murphy) , g~t out tha t f i ne penci l of yours 
and f i gure full allotments and a pr emi um as ~gainst 
fi ve per cent a llotments and see Vthere you come out . 

\lell , we ' re just analyzing the f acts sepa rately so 
taey could be compFred . 

Try the other way and s ee whLt you' r e giving those 
aoteholaers . 

Oh, t hey have no complaint . But ife wanted to 
analyze the different f actors separately so you 
could compar e and contras t them. 1/e say freely 
tha t when you ta~e t nat other f actor, no. 

But even then, i f 
•er en ' t so safe . 
I could show you . 

your margin wa s only 4 J 2ds , you 
I take you up on that . I t hlnk 

All right, ge t out your penci l on a f i ve percent 
allotment fo r cash - tb1t 1 s what you ' ve got , 
haven' t you- as against .. bat you have in tne 
notes, and figure it . 

Well, they ' re trying to find Eccles . 

I never Knew a man to get lost more often than ne 
does . 

Jus t early in the morning . He1 s a slow st arter. 

Probably met somebody in the nell . 

He turned the blankets, so he ' s lost. 

I was j ust going to s ay something , but I won•t. 

Be met somebody i n the hall probably . 

Your (Bell) thing is all set as we talked l ast 
night, 1sn1 t it? 
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Lawyers are working on i t now. It's all been 
written and they 1 r e going over i t now. Probably 
almost ready. 

(On phone) Hello . (Conversation with Eccles 
follows:) 
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Cba1raan Eoolea 1• not. 1D hie ort1oe, ahe 1a 
going to t.rJ to locate h1a. 

Wall, 1t 1e 1aport.ant., I aean - get. hia wherever he 
1& • 

.Ul right. 

• 
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Hello. 

CD&1raan Eccles . 

Hello. 

Hello. 

llarr1ner? 

Yea, Henry. 

Go ahead. 

Are you a t your otf1ce? 

No I ' ll not, I ' • home. 

All r1ght.. 

0o1ns out. and pleJ' golt. 

0oo4. Are you on t he golf 11nke? 

No I 'm not, I say I'm go1ns out. 

On, good tor you. 
you - the deo1e1on 
wn1ch 16 d1tterent 
Wednesday. 

Well, I Just want ed to tell 
I ' ve come to on our t1nano1ng 
from what we had when we met 

Oh, yea. 

And t h e rea son 1s just that I've 
people, and I've ohensed around. 
propoe1ns t.o do u th1a. On the 
you mow -

Yea. 

seen a lot of 
Now whet we 're 

cash ott er 1ng 

m1111on 
We're propoe1n6 toQtter two hundred/of t1ve year 
one and t1ve e1ght.he not.81, and - one and three 
quarter not.ea, and two hundred and t1fty m1ll1on 
dollars of e1gllt y .. r two and a halt bonda, and 
g1ve the Feb~~ry note holders t.he r1ght. to oonvert 
1nto either one ot t.hoae p1eoea of paper. 

Uh-hub. Well, then, whet. you 've done 1natead of 
tak1n6 all not.ea you've apl1t. 1t. 

I've apl1t. it. 
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The 1neurance colllpaniu who have been our atand- b;r 
tor the l.Aet :rear need a bond ver;r ver:r b&dl;r , and 
they have stood b:r ue, and by otter1ng two piece• 
ot paper it would give the banD a oll&Dce to eub­
eoribe twioe to their capital and tpeir reeerve , 
and we haven't eold a boDd tor a year now. 

There'• only one - what do you think that'll do 
to :rour two and a .bal1't that are now out? 

Well whatever adJustment would take place took 
place in the laet t wo days was practicallY nothing. 

Uh-huh. 

I mean that they've more or lese known -

You think the market diecounted itt 

I think it's been tull;r diecounted, and ae a 
matter ot tact, we have a very strong bond market 
todq. 

Uh-huh. 

See. And I've worked very intentlY on thit and 
what I want to do is to make it a great eucceae, 
and the only criticiem -.:r be t hat I'm pricing 
theee bonds one-e1xteentll too high, which means 
two mUllen dollare over eight years to the 
Government. I couldn't tell the II at two and three­
e1ghthe, there isn 't enough 1n it, ao I ' d have to-

What is the - how auoh premium will that give, -

Well, well, there'll be a point at least. 

A point. You'll get a heavy eubacription won't 
you? 

Yet, but I aeac 11' - it I priced it at t wo and 
tbree-e1ghtha the;r wolll.dn 1 t go. 

Yet. 

well, I •a giving thea a lixteacth extra ot eugar 
whiCh meant t wo m1ll1on dollar•. 
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Well, i~'ll be. a good experiaen~ 8DYW&7· I -
there i en't enough involved ~ make very auoh 
difference. 
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No, ~he aain ~hing I went to do is to make 1t a 
great euoceu and thie 1neuree ua ag~~.1nat - well 
let '• •ar the Japaneee shooting an Aaerioan 
eoldier Kon~, or eomething like that . 

Well, this will go over, there 1en ' t any 
question -

Well , I mean -

The other would have to, I don't think there'• any -

I think 1~ would also, but I'a Just making i~ a 
little extra sweet all along the line againa~ eoae 
incident 1n Europe or China. 

You ' re etickLng to ~he - you're s~1ck1ng to the one 
and three quarter t1ve year note though tor halt 
ot a. 
Well, we're - no , two hundred million tor that and 
two tit~y ot the bonds. 

Well, then the right to convert 1t to either. 

The r1ght. ~ convert it to either. 

That's what I say, eo you're- before it wae -
you took it to tour fifty tor the note w1th the 
right to convert onl.T into the note. 

That's right. 

So what this amounte to ia a split. 

That'• right. 

But on t he quest.iOD of oo~tereion I 1aag1nl 
there ' 11 possi blY be abre of the bonde te.ken than 
the no~ee, •ccathey•re sweeter. 

They ehould, but I wae kidding with Burgees this 
morning. Your eyetem bolda eigh~Y m1111on, end he 
said well he hadn't talked ~ you . Your t1ret 
reaction wae that they would take more nptee than 
they would bonde. 
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r oouree our ai~ua~ion is ditteren~ • 
... an inYeat.l:lent etandpoin~, I • d telte 

bonde. 

Yee. 

Fro~ a etandpoin~ ot .an open marke~ operh~ion you' ve -

you ve got ~o keep a lo~ ot your short t era atutt 

there. 

Yea. 

Beoauae the ahor~ term market , ot course ther e' • 

alwe,ye an easier market to act in. 

Yea. 

The- and we' ve got ln. bonds , got in bonds eeven 

t o eight hundred mil1ion in total ~hat we consider 

more or leas ae a eort ot a meal tioket or a bank 

l ook. 

Uh-lluh. 

And really what we' d l i ke to do, it there was a 

real etrong bond market, would be to shift some or 
tne bonde we've now got in~o 8llorter maturitie8, 

so we'd be in a position later ~o shltt shorter 

baok in the bonds agaln. 

Well, or oour8e -

·But we won'~- we won't do anything ot t hat sort 

now, but what I mean 18 tha~ i t the bond market 

wa8 oYerly strong where we could ehitt from bond8 

into notee. In other worde 1t these insurance 

companies eYer 
and bond• , J.lore etrong tor bond• t .han t hey would 

be ror note8 or billa and we would be better ott, 

not deoreaeing, ot course, the portfolio, 

but to eh1tt beoauee at aOJDe tilDe or other ~here 

~ be ano~her weakneee. 

Well, tnere will be . 

Well, it there is I ' d like to be in a poel~ion to 

l ell when the bo~d market il awfullY etrong and . 

buY when it'e weak. • 

Well you' ll moat likelY and up by tak:1ns rit~ t1~ 

ot thie, it the preaiua ot the bond 18 -
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'fell, I would t.ll1.nlt t.h11, tllat 1t - it the aarket. 
want.e t.he bond, and t.hq're et.ro~ tor it. 

Yea. 

I think we'd be better to take the note It. on the 
other hand, there'• any question about tile b~nd wb7 
then ot course I don't thtnk it. would make a lot ot 
ditterence. 

Well -

There'd aleo be tllie, i t we - you won't have any 
trouble, thie going over, t he main thing will be it 
there's a eecondary market. 

Yea. 

And it t here ' s a secondary - I'd sooner ahi!t. into 
the notes and then it t llare •e a secondary market 
that has to be eupported t hen take the bonds 1n a 
secondary market. 

Well, you'll have - you'll have several days to 
tb.ink it over. 

Wilen are you going to announce it.? 

Well, I mean t hat' s 

Yea. Oh yee . 

I aean we wouldn' t -

we haven't or course diecuaded it at all, becauee 

we Just -
No well I aean we 1 11 announce it Mond.AQ" aorning, 
bui I aean as to what you do, we wouldn't. close our 
boolte on the February note• bef ore Wednesday n1gbt 
anyway. 

Yea. Well, we'll - we'll discuss the thinS WondaJ. 

So I mean you'd have -

'fe haven't d1acuesed it w1tll anyone. 

so you'd have Monday or Tuesday or even Wsdnesda1 
to deoide what you want to do w1tll your February 

not.ee . 
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Yea, ~na~ ' • righ~. 

' 
You can ge~ - you can ge~ a ~wen~y aeven ~h1~y 
aecond pr ea1ua on 10ur February notea righ~ now. 

Twen~y wha~? 

Twen~1 aeYen ~hi~y second premiua. 

Yea. Subscrip~ion righ~ now. 

Yee, wor~ ~wenty seven thirty aeconda . 

Yea, whoever bough~ - went out and bough~ thole 
notea certa1nlY got s ome gravy, di dn 't ~he7? 

Yea. You might even want to sell soae . ot thea. 

Well , tha~ would reduce our total po~tolio . 

Uh-hUh. 

The trouble ia that we sold and reduced our 
po~tolio, that would reduce excess reaerve . 

I see. 

And we wouldn ' t want to do ~hat becauae right 
now we likely - we ' r e more likely to do it ~o 
1nereae e t hea because they're going ott. They'll 
be going ott 1n t he next t wo or three weeka. 

On account or the increase 1n currency . 

Wall you tallows ~ what you do with your eighty 
aillion, you've got Monday and Tuesda1 to decide 
~at, but atter this particular form ot otter you ' re 

perfectly happy about it, aren' t 1ou1 

well I would haTe preferred the notes, as I 

e~reaeed it -

I know. 

At t he same tiae you've gone into it . 
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'fert t.horougblz . 

More t.llan I haYe, and 1t. 1en 1t. - I feel all r16bt. 
about. 1t.. I don 1 t. t.h1nk 1t. reall.7 ultee auoh 
41tterenoe. 

All right., t.hat. ' e all I want. t.o know. 

~11 right. then, thank• tor oall1ng. 

Thank :rou. 

Goodb;re. 
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"ell, I tell you what you fellows do. You can all 
go out and come ·back here again. I ' ll see t he 
market average at 11:15 . I 1d like to wait for that. 
So be back here a t about 11:15. In the meantime 
you (Bell) have got your telegrams under way. You 
(Gaston) can set up your press release on the basis 
of what you have hear d and 'Ne ' ll make a final check 
at 11:15. How's that? 

Yes . 

How ' s that? 

l'ine. 
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11: 1 5 a .m. 

Mr. Br ought on was hurt lost night in a n automobile 
a ccident . 

I heard toat . 

And a girl by the name of ~cReynolds . He ' s i n the 
hospi t al. Cops cnas ing rUID- runners or somebouy ~o.nu 
lne smo~e screen W(S laid down un~ through lhe ' 
excitement this girl turned into the taxicab in 
which :.lr . Broughton was riding . (\uite & colli s i on . 
InJured in tne chest some . 

(To Urs Klotz) Send 6 note from me to Broughton . 

~ay I t ake up one 4uestion before you go into it -
I mean i t 1 s on the financing • 

"nything . 

You knowL we huve tnis case before the Supreme 
~ourt - Taft c~ se on call bonds . 

Yes . 

nnd the Trea sury sent some sort of a statement to 
Reed about no~. impo·:tbnt this cull t>rovision is • 
.hnd of cour~e, tnere is no provision in here &n<i I 
toini< we shot.1lu hb ve SLid in the s te teoent that 
the amount was ihL guide on wnich we based e call ; 
we wouldn't call 6 fiV6 hundred mill ion dollar i ssue 
but we woule call o billion dollar issue . Now, wh~ t 
ne want to do is put something in this press s t a tement 
that in view of the small size of t he i ssue rnd the 
short term, i t is not necessary to put in a call 
featur e , thinking rauybe that Justice mi ght read the 

pLper s . 

/.11 right . 
L see no objection to it and I think it mi ght do 
some good . 
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You•ve already put it in, haven't you? 

"e have it ~ritten, yes . It ' s on the last page. 

Very good . All r ight . 

Well now, let 1 s go round the room nnd t ell me wey 
we shouldn' t do what we ' re proposing to do . 

I have no objection to ~hat we're proposing to do . 
I t hink it's a good move . 

Perfectly content. Anything else? 

No. 

Barris? 

I agr ee with it, and I don't think we should make 
any interest ad justment . 

1/ell, I don't - I ' m not counting on that. That ' s 
out. Anything else? 

Archie? 

Taking everything in consi deration, I think no 
ob j ections . 

Uurp.ey? 

I would prefer a differ ent set-up, but I wouldn't 
question the success of the issue at all. 

I have no objection, other t han the kinds I voiced 
in the morning. 

Well , do you think this issue will go? 

I certainly do . I t ought to go out the window. 

You mean have wings . 

It bas wings. You've put lot of wings on it. 

Very long wings . 
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a . ·~ . Jr : 

Tayl or: 

d . ! , Jr : 

Gas ton: 

Klo t z : 

tl . l . J r: 

l<l otz : 

llurri s : 

-29-

Out t he window. But I want to s ee it fly . 

Suits me . 

hll right . 

3CJ 

I don 't know enough about it to say. I don ' t even 
know wha t the r ate on the note is , or the t erm. 

Me too, Ur. Gaston . 

(On phone) Dr. Burgess . 

•'I ell, incident ally - I don 1 t know whether you people 
heard it or not - Mr. ~ccles nas approved it. 

"e hear d the converse tion. 

I see . 

Incidentally, they ' re buying up about 6 32ds . 

(On phoneJ Hello . (Conversa t i on with Burgess 
follows :) 
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H.LI.Jr: 

Ope::-at.or: 

Burgen: 

H.U.Jr: 

B: 

H.M.Jr: 

B: 

H.li.Jr: 

B: 

H .L!.Jr: 

B: 

H.IL.Jr: 

B: 

H.K.Jr: 

B: 

H.IJ.Jr: 

B: 

H.M.Jr: 

B: 

304 
Deoeaber 4, ].;~'7. 
ll: let a.a. 

Hello. 

Dr. Burgeaa . Go ahead. 

Hello. 

Well now, we're all eit.t.ing around here and ae 
tar ae we know we're all set.. 

All right., air. I reel t he same way, and the aarut. 
t.hie morning is contirm1na our Judgment.. 

Uh-huh. 

Because the rights have gone up still a little 
further, and t he note a are t1rm, and the bonds are 

I holding very n1cel.y. 

Uh-hUh. Well now, how about. your last minute 
converaat.ion. 

Well t hey've Just. 

Uh-huh. 

I talked a tew a1nut.ee ago with Rpnald Ranaom 
and told him the whole story. I wasn't. able to 
get. Eoclee. 

I wae. 

You talked to Eccles, did you? 

Yea. He '• all right. 

He'• all right., ie he7 

Well I thought Ransom wae . He a aid he would talk to 
Ecolee. I guess he has. 

Well I got. Eccles. He waa all right. 

Yea. But. enryt.h1nS 11 all right. here. 

Well I gueea we 1hoot. t he wort1. We'll have • 
12:16 Prell oonferenoe for Mond&J morning releaee. 

Fine. 
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H.loi.Jr: 

B: 

H.ll.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.LI.Jr: 

B: 

H.I>!.Jr: 

B: 

H.l! Jr: 

B: 

H.loi .Jr: 

8 : 

H .I.!.Jr: 

B: 

H.loi. Jr: 

B: 

305 
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And tbe onl.7 WOrr.J around here. Soae people think 
1t'e too eweet, but -

Tbe only worry 1e wll&t? 

Tbey tbink it's a l i ttle bit rioh - the bonde , 

Well, that ' s a good fault. 

It ie this time, but -

Yea I tbln.k eo. 

And-

It 1e a little riob, but it won't hurt it ~.-~.~~~-~. 

I lulow 1 t. Well I t t.gure 1 t thle wa;r, to IIIU:e 1 t 
o011e about rlgllt we ' d han to drop i t a el.xteentb. 

Yea, t hat'• Just 1t . You can't do tbe.t. 

It's a sixteenth too good an1 a el.xteentb on tour 
hundred million for eigbt yeare ia two million 
dollars. 

Yea, tbat 'e r1gllt. 

Well -

~t•a ..,ery cbeap i nsurance. 

I tblnk eo . 

Yea. 

I th1nk eo. 

Yea. 
Tbat 'e about - figure• Art rigbt, ien't it? 

Yea, tbat'e rigbt. 

Well, thank• tor all the ad'f1oa. 

All right, a1r. It'• been lots of fun. 
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R .ll.Jr: 

B: 

R.11.Jr: 

B: 

H .ll.Jr: 

B: 

H.11.Jr: 

Well, I don ' t.- well ~be 1.hat.'e t.he- tor 
1t. • But. 1.hat. ' e all r1gll t.. 

Well, I rather eDJor 1t., I oonteee. 

All r1gllt. . 

N1oe problea. 

All r1gllt. . 

All rlgllt., He!U7. Good luolt to JOU. 

Tllank 70u. OoodbJe. 

396 
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a . J . Jr: 

Bell : 

a . ·~ .Jr: 

-30-

Vlell, let t he machinery go to work. And will 
you (Bell) be back here at about 12:10 - press 
conference at 12:15. 

Yes . 

307 

And the only rush I ' ll t ake now - oh here, I 1ll 
do this quickly~ and Taylor, 1 111 do your speech 
now as soon as ~ •ve done this . 
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H.U.Jr: 

Operator: 

K.Lt.Jr: 

o: 
K.ll.Jr: 
I.Uaa 
Bruch: 

H .IL.Jr: 

B: 

K.U. Jr: 

B: 

K.ll.Jr: 

B· 

K.ll.Jr: 

B: 

H.li.Jr: 

B: 

K.I.I.Jr: 

B· 

K.!J.Jr: 

B: 

H.I.I.Jr: 

Deoember 4, lD~?. 
U : 04 a.a. 

Hello. 

Mr. He1ver1ng ian 1t ooalng 1n b.la ot't1ce t.b.ia 
110m1ng, she doean 1 t know where he ia. 

Let ae ialk t.o hie eeoretary. 

All right. . 

Hello. 

Go ahead. 

Yea, llr. lolorgent.hau. 

Who ia t.h1e plaaee? 

Th!a 1a lollaa Bruch. 

lollae Bruch? 

Yea. 

How do you spell 1i7 

B-R-U-C-H 

Oh! 

~I help you? 

What.? 

»-.r I help ;rou? 

309 

Yea. Senat.or lolcAdoo Just. called up and wanted io 
know whether t.b.ere wae en:t irut.h 1D ihe - what. b.e 
had read 1n the newapapere about. our 8aD41D6 out. 
queet.1onna1rea tor people aaklng out t.heir nat 
worih, .:rou know. 

Yae . 

over a hundred thoueand. I eaid yea, it. wa1 
absolutelY eo. 

Yae. 

And he said would we pleaae eend hla up t.ha 
neoeaaary Woraat1on about. it. so he oould uner 
let.t.ere wh1oh he'• rece1Ytns 1D regard t.o t.he -·· 
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B: 

l! . II.Jr: 

B: 

l! .I.I.Jr: 

B: 

l!.Jl.Jr : 

B: 

H. ll.Jr: 

B: 

H.U.Jr: 

B: 

- a - 310 

Yea. 

So I aaid I'd sat in touoh with Coaateaionar 
HelYerlnS and b&Ye the co .. ieeioner SiY8 hia what­
eYer neoeeaary information he wanta. 

All ri8ht. We'll set that OYer to hla rlSht 
away , or do you want it to come through your 
ottioe? 

Oh, no, no, no. 

All rlSht. 

Direct trom Mr. RelnrlnS. 

All rlSht., e1r. 

Can I torget. about. it.? 

I'll get it over t.~ia right now. 

Thank you. 

All ri8ht. . 
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, 

!Ul.Jr: 

operator: 

H.l!.Jr: 

0: 

H.ILJr: 

0 : 

H.!J.Jr: 
i!erbert 
F'eis: 

H.loi.Jr: 

F: 

H.L!.Jr: 

F: 

H.II.Jr: 

F: 

H.IL.Jr: 

F: 

H.U.Jr: 

F: 

H.l&.Jr: 

F: 

Decnba' 4, tn1. 'ill 
ll:lO • ••• 

Hello. 

Seoretar,y Hul1 ie tied up, he can • t talk w ;rem 
now. He' 11 IDO&t 11ltel.y call ;rou. 

Well, give me Herbert Feie. 

All right . 

Hello. 

Dr. Feis. Go ahead. 

Hello. 

Good morning. 

Good aorning. I Just tried to get ur. Hull and 
they eay he's tied up, now as I understand it 
trom wayne Taylor, t he State Department hae no 
objection to my extending to t he Chinese Central 
Bank the privilege to borrow foreign exchange 
tor another year from ue against gold on depoeit 
here. 

That means renewing the first arrangement . 

For one year. 

~·-

OD the basis ot my partio1pation 1n that d1eouee1on 
yesterday, as I became acquainted with the nature 
ot the set up -

Yea. 

I - all reservation dropped trom my aind -

Well, have you had a chance to -

I haven't had a chance to talk w1 th Hackworth. Can 
I t.allt with hia? 

well you can try h1tl. I - I'd 11lte very much to -

Get an answer th1• 110rn1ne;. 

Yea. 

I'll -
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H.loi.Jr: 

F: 

H.li.Jr: 

F': 

H.ll.Jr: 

F: 

- a-

Well, I'd like llr. Hull \e lmow about. 1t.. 

I'll t.al.k wlt.h Haolr.wort.h, I'll get. a Joint. 
auorudWI, I'll get. 1t. 4own before Mr. Mull 
ud 1t po .. 1'ble I' 11 t.r7 t.o aee 11' he won't. 
telephone 7ou. 

Wlll 70U do that? 

I w1ll . 

Tballk 70U. 

R1ght. . 

sura. 

3!2. 
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operator: 

H .li.Jr: 
Herbert 
?eia: 

H.ll.Jr: 

F: 

H.U.Jr: 

F': 

H.ll.Jr: 

F: 

H.ll.Jr: 

F: 

H.l.!.Jr: 

F: 

H .M.Jr: 

F: 

H .II.Jr: 

F: 

H.!.l.Jr: 

F: 

Go ahead. 

Hello. 

Herbert Fe1e. 

Yea, Herbert, 

»eoeaber 4 , lQ~?. 
11:~ a ••. 

Sorry to t rouble ,you. Look h ere adv1ee me. 
Hackworth, l egal adv1aor,lett town 1mlled1atel,y 
after that oonter enoe ,yesterday. He' e up 1n · 
New York. We can 't reach h1JI b,y telephone. 
When I go to Kr. Hull, he'a going to aek me at 
once what Hackworth t h1nke. 

That ' • - I ' 11 take a ohanoe and do i t u:oJftla.y _ -
forenoon. 

U:onda.Y. 

I 1ll- I'll have to, that's all. 

'.'Tell, the other alternative ie, I •ve spoken with 
Opper. 

Yea. 

Who has gi ven me a report or what Hackworth said. 

Yea. 

But - I know Haolcworth well enough to know that 
he'e never given an unveiled opini on 1n hie whole 
daan Ute . 

Uh- huh. 

And I want him on reoord for 1A.Y own protection. 

I do too. 

All right . 

I'd rather- I'd rather lose out, I mean 1f that 
oerta1n thing haPPened over the weekend. But that'• 
all right. It doeen't make any d1fterenoe, we oould 
extend 1t anyway . 

I th1Jlk I'll re - - 1f I oan get to t he Seoret&l')'. 

H.ll.Jr: Yee. 
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F: 

H.Y.Jr: 

r: 
H.loi.Jr: 

r: 

H.U.Jr: 

r : 

H.ll.Jr: 

r: 

H.!J.Jr: 

F: 

H.!.I .Jr: 

F: 

H.M Jr: 

- 2 - 318 

I t.h1nlt I~ ll report to hill anrrr~, th1a IIOrnina, on 
what '• happened. -o 

All right. I - Herbert? 

Yea. 

I underetand the oiroWDetanoee. It anything lhould 
happen there'd be no recrimination. 

The - All right. The laet news trom the Far Eaet, 
Henry, i s lees eeneational than the newepapere make 
it out. 

Yea. 

It'e true that t he report• aren't up to date yet, but 
let me give you, tor example, the calm wave which 
the damned t.h1nge reported trom Shangh•i . 

Yes . 

Following an incident this afternoon the Japanese 
military, now controlled approx1mately twenty tive 
oity blocks in the orowded Nanking road area, the 
settlement, and prevented all movement or trattio. 
Some or t~eir eentriee were extended in the American 
eeotor, but were withdrawn attar representation• 
by the commanding otti oer tor United States Marines. 

Yes. 

That's - that's ae auoh ae they make or it. 

I s ee . 

But thiS 1noident oompletel7 oont1rJU the opinion 
repeatedly expreeeed, the Japanese toroee ehould not 
enter the area eouth ot the 

Uh- hUh. 
And eo torth. It cannot be too atrongly urged that 
the Japaneee Government ieeua positive inetruotione 
to its military oommandere to keep their troope out­
aida the area• protected b7 the tore1gD neutral 
torose until the return ot normal conditione . Aa 
~· telegram u be1D6 prepared a report baa been 
received that the Japan••• troop• will be withdrawn 
rroa the area• oonoerned. 
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!l .ll.Jr: 

F: 

!!.U.Jr: 

F: 

!l. loi.Jr: 

F: 

!l . !oi.Jr: 

F: 

!l .!l.Jr: 

- 3-

Well ~\ 10UDd1 a b1\ ~re peaoetul. 

I\ - yee, 1\ eounde •• 1t - or exoep\ they'll -
\bey \r1ed 1\ ou\ - t hey'll \r7 1\ ou\ aaatn. 

Well, I'll be here \111 quarter of one Herber\ , 
\ban I go hoae tor lunob. 

All r1gh\ . 

T.bank you. 

319 

And 1t \here'• anytll1ng .. neat1onal brealte oYer the 
weekend I 'll le\ you know. 

I'll be here. 

All right. 

Tnank you. 
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TREASURY DEPARTMENT 

IHTE: .. Ol'l'lCII COWMUHICATIOH 

•••• December 6, 1937 

Subject: 

Secretar~nthau 

!Jr. Haa.~ 

The Cotton Si tuation 

,. 

Sullllllary 

The situation with respect to cotton prices aooears a 
favorable rather t han unfavorable !actor in the general busi­
ness picture. Prices have been stabilized !or !1 ve weeks, 
with a gradually rising trend. Their failure t o resoond 
to increased crop estimates seems to indicate that the effect 
ot t he reoord crop this year has been discounted at oresent 
price levels. The prospect of a crop reduction progrp~ 
next year, t oge ther with an apparently improving situation 
to::- prioes or raw materials in genera.l, strengthens the cot­
ton price outlook, and i n the absence of Governmental action 
havi ng a deflationary influence on commodity prices in 
general, should contribute t o an improving price trend in 
193g· 

A furthe r curtailment in cotton mill activity during 
December and January appears likely, since goods sales 
continue below production, end mi ll margi.ns have narrowed 
fur ther 1~ recent weeks. With cotton gco~s moving into 
eonsuwption at a r api d rate, however, we believe that t he 
adjustment of mill activity to previous over-production will 
~robably have been completed by the end ot January. 

The cotton textile situation in foreign count ries this 
!ell has been more favorable t han in the United States, and 
our expor t s ot cott on he.ve been higher t han l ast year. A 
declining trend of orices tor American cotton in relation to 
Indinn has also f avored increased exports. During the past 
f ew weeks, however, the cotton mil l outlook abroad has become 
less optimisti c. 
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Price outlook appears favorable 

Cotton prices have been stabilized tor five weeks just 
below the S-cent level for near-month futures, with the trend 
during this period gradually rising. The effect or this 
year ' s record crop appears t o have been discounted at the 
present price level, judging from the f act that the cotton 
market has shown no visible reaction to an expected further 
increase in the Government crop esti mate, which will be pub­
l i ruled next Wednesday, and the fact that prices were hardly 
~ffeot~d by the beari sh estimate in November. With hedge 
pressure dimlniehing, and prospects tor a crop reduction 
orogram next spring pointing toward reduced supplies in the 
foll of 193g, risin price trend from this l evel is a 
lo(1oa1 e~ectation. apparen y i mnrovlng situation 
for r~w me erial p~s n genera1 provides another f avor­
r.ble influence. -orfie prospect of such a rise, however, would 
be modified by any fUrther Governmental action of a 
detlationr.ry na ture. 

321 

Cotton prices t his year (see Obert 1) have declined 
from the 14-cent level last March to below g cents in November. 
Print cloth prices, as well as prices for other stPnderd type s 
of finished goods, have suffered a more severe deflation. 
Vnder the influence of a sudden upswing i n demand last winter, 
the nrices of or1nt cloth had reached levels in December e.nd 
Janunry higher- than any since 192S. (Chart 1.) These pr i ces 
could not be sustained, and a decline set in early in the 
yenr even while raw cotton prices were moving to new peaks . 
~hi e decline has continued up to the present, bringing print 
cloth! in recent weeks to a price level not nuch above the de­
pr~esion levels of 1932 . While cotton has risen from a Novem­
ber average of 7.S4 cents a pound to a price last week of 
7. 95. print cloth bas declined from 4.65 cents a yerd t o 4 .25. 

ll111 sales continue 11fiht 

The domestic mill situa t i on continues unfavorable. Cloth 
ar lee recently have been below production, and reduced prices 
on v~r1oue lines of finished goods have further narrowed the 
oarc1n of manufacturers ' gross profits. Some mills are re­
ported to be booking orders for nearby delivery at e. lose in 
order to keen machinery emnloyed. The pros!)ect t herefore 
points to a further decline in cotton consumption during 
Deceober and possib1y J anuary, unless demand improves shortly. 

The continued decline 1n prices of t1niehed goods hae 
Wi thout doubt been an important influence in causing new 
deoend to tall off to its present low l evels. Cotton goods. 
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buyers are notorious tor a tendency to concentrate their buy­
in~ in periods of r1s1ng prices , and tor buying little when 
prices are going down. In 1930 and 1931, as an examole, a 
continued pri ce decline resulted 1n a seri ously under-bough 
s1tua t1on among goods buyers whloh contributed t o the marked 
upturn 1n goods prices that occurred in 1933. (See Chart 1.) 
This, in turn, oaueed buyers to rush 1nto the marke t and buy 
~oo much; consequen t l y goods prices again declined , and 1n 
the early part of 1936 inventories were again at abnor mPlly 
low l evels. 

With the exception or two short spurts or buying last 
su~~er there has b een no new buying of cotton goods in any 
volume since l ast Uaroh . This is an unusually long peri od 
for buyers to hold ott. As a r esult or t h is lack or orders, 
the consumption ot cotton by mills in this country dropped 
shPrply 1n July, and has tended downward during t he tall. 
~ne mill consumption ot cotton i n October reached the lowest 
monthly total since Februa ry 1936. In the meantime, accord­
ing to studies we ha ve made, the actual movement ot cotton 
scods into consumption ha s continued a t a r apid r ete. While 
the pr e sent unfavorable conditions in t he cotton goods mar­
kets indicate that mills 1n t hi s country ~re likely to cur­
t e.1l production somewhat further, we est1mo.te that by t he 
end of January the previous excess of product i on will have 
1Jeen corrected, and mill activity will begin to improve. 

Cotton situa tion abroad t urning less f avorable 

Tne cotton textile si tuati on in foreign countries has 
on the whole, unti l recent weeks , been distinctly core tavor­
~ble t han in this country, 1n line wi th the more strongly 
or.inta1ned l evels ot business activity abroad. This hPB 
r esulted in a rather heavy export movement of cot t on from 
thi s country and n well-maint ained volume or consumption ot 
American cotton by tore1gn mills. Our exports dur!ng Novem­
ber increased eubstnnt1a lly to the h i ghest monthly volume 
since December 1935· This 1s largely because American cot­
ton 1s on the bargain counter, and continues to become 
che~ner 1n the Liveroool me~ket re~t1ve to Indian cotton, 
1 t s most inroortant coronet! tor. Forwardings of Al:ler1can 
cot ton to roreign mills, an indication or consumpti on trends, 
have held un much better es compared with the pr e vious season 
thc.n the f orwardings to American 1111lle. (See Chart 2.) r or 
the season throu~t November 26, United States mills have 
taken 2, 637,000 bales a s compared with 3, 259,000 bales last 
Year during the same period, while foreign mills have taken 
1, 676,000 bales a s compared with 1, 536,000 bal es last year. 
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In recent weeks, however, advices f rom foreign mill centers 
~.vo become less optimistic. Great Britain reports that while 
nill activity has not yet declined appreci ably, the sales or 
yor n tor several weeks have been much below production. 
switzerland and Holland a l so repor t sales below nroduction and 
mill activity in France i s declining due to continued poor' 
domnnd for yarns and cloth. J apanese advices continue to re­
port high mill activity currently, but indica te probabl e cur­
t ailment later . 

The outcome or the term bi ll now before Congress will 
doubtless have some influence on the cotton goode markets. 
Confirmnti on of pr esent Administration plane to reduce the 
acrease or cotton to about 2S,OOO,OOO acres, as compared with 
34,192, 000 acres planted this year, should resu~ ~ome in­
crease in goods buying. A decision to finance the cotton pro­
gram by a processing tax would stimulate buying immediately, 
al though its longer-term effects on cotton consumption would 
~robe.bly be unfavorable. 

The Commodity Credit Corpora t ion report s t hat 3, 077, 576 
bales of cotton had been pled8ed through Thursday, December 2 
under t he 1937 loan program. Th i s represents a rapid gain 
from the 2, 647,919 bales r eport ed a week earlier. The 
Government now has more cotton pledged under loans than at 
eny previous time, leaving out of consideration the old 
Producers ' Pool, which was in a different category. The 
totel or nearly 4, 700, 000 bnles ls expected to be incree.eed 
to about 7,6oo, ooo bales by the end or the season. The 
cc.rry1ng charges on this cotton, at g points per bale a 
oonth, will amount to about $35,000,000 e. year. 

Private estimates or the cotton crop, publi shed ln 
ndvnnce of the Government r eoort due on WednesdaY, range 
f rom lS,271,000 bales to lS,~l, OOO , as compared w1th tho 
l Pet orr1o1al estimate of 1S,243,000. 
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H.JJ.Jr: 

Opera~or: 

H.!l.Jr: 
Jeeee 
Jones: 

H.l&.Jr: 

J: 

H .li.Jr: 

J : 

H.U.Jr: 

J : 

H.LI.Jr: 

J: 

H.!.I.Jr: 

J: 

H.U.Jr: 

J: 

H.lol.Jr: 

J : 

H.!4. Jr: 

J: 

H.lol.Jr: 

J: 

Hello. 

ltr. Jonn. 

Hello. 

Good aorning. 

Jeeeet 

Yea. 

Are you a~ hoaet 

Yee, air. 

On tll.ie cotton thing. 

Yea. 

Deo .. ber 8, lQ37 . 
Q:l2 a .a. 

Your lawyer told mi ne that they think t hat they 
can 't do 1t, eee? 

Yea. 

I guess you got that word. 

Yea. 

So I didn 1 t ull you. Wilen I eee the Pr .. 1dent 
I'• going to aek hia 1t he wants me to go ahead 
with 1t, eaet 

Yea. 

And 1t he doee , t hen I want to aak h1a how he 
want• i t done and by whoa he want• i~ done. 

Yea . 
I still thi~ that 1t 1 e - 1~ 1 8 a good 1nvee~aent 
tor the GoVernment. 

Yes. 

I don't know how you teal. 

32€ 

Well I think, I'•- ae 
taYor ot adnrt111ng. 
we would get Henrr. 

I've ea1d, I'• alway• 1D 
I don 1 t knOw bow auoh good 
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H.loi.Jr: 

J: 

H. !.I.Jr: 

J: 

H .!.I.Jr: 

J: 

H.!& .Jr: 

J: 

H .U.Jr: 

J: 

H.U.Jr: 

J : 

H.U.Jr: 

J: 

H.U.Jr: 

J : 

H.!.I.Jr: 

J: 

H.!.I.Jr: 

J: 

I!.I.I.Jr: 

J: 

- a -

Yea. Well -

or oours e i f the Preeident wants ue to do i t. 

Yea. 

327 

And if he wante the Commodity t o do i t, and J uet 
write the letter, ae he usuallY does , wby we would 
be glad to do i t of oouree. 

Even i n view of the lawyer's opi nion. 

HUh. 

Even .1n view of the lawyer'• -

Well, I think thie. We've got Olip4ant 1 a opinion. 

Yea. 

And lawyers never - they never agree, you know. 

I aee . So you ' d do it on Oliphant •. 

HUh. 

You 'd do i t on Oliphant. 

Yes. Well we ' d - we 'd have - aight have to bui ld 
~ case , which I can do , you know. 

Thank you. Well -
• 

Build up our reoorde, what I mean is we 'd bui ld 
up our reoorde. 

Uh- llUh. 

If - i f it's desirable. If the Pres ident aeke ue 
to do i t, ot coures we will do 1t. 

Well I t hought I'd wait now until I f i nd out how­
how muoh he wanted it done, s ee. 

Yee . All right.. 

It he wanted it done at all. 

All right . 
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H .ll.Jr: 

J: 

IUI.Jr: 

J: 

H.!.I .Jr: 

J: 

H.ll.Jr: 

J: 

H.L!. Jr: 

J : 

H.U.Jr: 

J: 

H.U.Jr: 

J: 

H.U.Jr: 

J: 

H.ll.Jr: 

J: 

H. ll.Jr: 

J: 

H.U.Jr: 

- ~-
How while I h&Ye 70u on ~he phone, I'd like to 
~ soaeth1ng qu1et17 bu~ Yer,y trankl7. 

All r1gb.~ . 

328 

I read what 70u were euppoaed to h&Ye eaid 1n New 
York about do1ng eome~h1ng tor taxes 1n ·~7 aee? 
Hello - • 

Yee. 

And I don't know whether you know or not, but we 
here are working under Yery definite 1netruot1one, 
not to do any~h1ng tor · ~7. 

Yea. 

And that 1e ~he detinite understanding tha~ the 
Presiden~ hae wi th ~be tour leaders on the Hill. 

Yes. 

And when you make a etat.emen~ lUte that, 1t juet 
makes my job ~hat much harder. 

Well I, ot course I was not ~alking to the cards 
because I didn't know ot the things that you tell 
me now. 

Yea. 

The onlY th1ng - here's wnat I teel Henry. 

· Yea. 

Ot e•eryth1.ng, I don't bell eYe anyth.1.ng could be 
done, that would take aw~ the critical talk. 

Yea. 

The anti-New Deal talk . 

Yea. 

The anti-Roosevelt ~alk. 

Yee. 

And Ada1n11trat1on talk. 

Yee. 
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J : 

K.LI.Jr: 

J : 

K .II .Jr: 

J: 

K. loi . Jr: 

J : 

K .loi.Jr: 

J : 

K. !4.Jr: 

J: 

H.IJ.Jr: 

J : 

H.LI.Jr: 

J: 

H .LI. Jr: 

J : 

H .!.!.Jr: 

J: 

ILioi.Jr: 

- 4 -
?2Q 
" -

Aa much aa - whate•er re•1 1 • • • on we re go1ng t o get. 

Yea. 

Get 1t ae soon ae we oan. 

Yea. 

Now, l et me go a l ittle further. 

O.K. 

I! we do not get 1t th1a year, 1! you run 1t 1nto 
next Spring. 

Yes. 

And t.hey get to wrangling onr th18, that or the 
other. 

Yea. 

And you don't get your t.ax rev1e1on unt11 Apr1l or 
Al8y. 

Yea . 

We're juet go1ng to b e t het much slower gett1ng th1nga 
started. 

Yea. 
So I th1nlt all t he preuure that can be brought to 
bear on congreea to get the tax re'f1&1on whate'fer 
1t • a go1ng to be . 

Yea. 
And I'm not attempt1ng to r1de the t1cket or anyth1QS 
11ke that or to auggeat what 1t ought to be. 

Yea. 
EXcept that I've always ea1d rel1e! corporation• 1n 
debt and tor eome mod1!1cat1on or even tor the1r 
plan lapro•ement. 

Yea. 
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J: 

H.!.I.Jr: 

J: 

H.U.Jr: 

J: 

H !.!.Jr: 

J: 

H. L!.Jr: 

J: 

H. ILJr: 

J: 

H.ll.Jr: 

J : 

H. ll.Jr: 

J : 

H.ll.Jr: 

J : 

H .14.Jr: 

J: 
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And thoee are the only two thtnga, and I don •• oare 
how you do lt. ~ 

I don't th1nk I've quite made ~eel! olear yet . 

Yee. 

What I'm sa,r1ng is that enr,ybody that I've talked 
t.o are 1n aareement with 11e . 

Yea. 

It we paaa some legislation, I don't care when,, aee? 

Yea. 

And made it retroactive ror '37. 

Yes . 

Taat that would d.isturb the business men more than 
anything else that we could do because 1! we did it, 
let'• aay we lost several hundred m1llion dollar• 
by do1ng that. 

Yes. 

We then would have to go to Congress and aak t or 
some new tax which also would be retroactive. 

Yes. 

To take up the place. And 1! there's anythtng to 
scare the business men that would, and, or course, 
a!ter all, everybody haa got a business t he1rplana 
are eat ror 137 . 

Yee. 

And 1t we NJ, let 1 a eay we change the aurplu• tax 
and aade it errect1ve tor '37 and t hen c .. e back 
along 1n January and aak tor aoae new tax. 

Yee. 
To apph the '37 to JDake up the d1rterence. That. I 

""~ .. ~ h, w a care the bua1n•• 1 aen, and 
think would thorowo-._ rted 1n the newepapere 
rrom reading what you were repo 
•• eay1ng. 
I gueaa I'm quoted correctly, Henry. 
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H.lt.J r: 

J : 

H.!l.Jr: 

J: 

H.t.t.Jr: 

J: 

H. li.Jr: 

J: 

H.M.Jr: 

J: 

H.LI.Jr: 

J: 

H .!A.Jr: 

J: 

H.!I .Jr: 

J : 

H.I.I.Jr: 

- cs -
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We1], . Hello -

Yes. 

Now, a1 I •83, I don 1 t know anything that would 
1oare them more than to establish a precedence ot 
making this thi~ etteotive tor '37. 

Yes. 

And I wondered it you di dn 't think it over whether 
you wouldn't agree with me. 

Well -

But that has nothing to do with as to when t he Bil l 
will pass. 

Yes. 

Although I want to tell you also that the Preaident 
has this agreement with the leaders on the Hill 
that the Bill ahould not come over to the Senate 
until the 15th ot January. · 

Yes. 

Now a lso this preaaure on us to do something when 
they have th1a agreement with the President .nd the 
leaders 1n the Treasury makes it terriblY bard tor 
me, but I've - since I've been here I have never 
cri ticized any Presidential appointment - appointee 
publiclY or contradi cted any statement and I ' • not 
going to . 

Yes. 

But I am going to call up a tellow like you and 
have a qu.1et talk, tell you what my s1tuat1o~ 11, 
what the understanding 11, then I •m sure you 11 Pla.T 
ball. 

WhY, certainlY. 

seet 

CertainlY. 
t thil thing ot baing caught between both endl ot 

~e Capitol, when I 'm under det1n1te agreeaent and 
t.he Preaident hal a tilted agreeaent with - wi t.h the 
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J : 

H.l&.Jr: 

J: 

H.Lt.Jr: 

J ; 

H.ld.Jr : 

J : 

H.!J.Jr: 

J: 

H .L! . Jr: 

J: 

H.LI.Jr: 

J: 

H .li.Jr: 

J: 

H.LI.Jr: 

J: 

H.loi .Jr: 

J: 

33·2 
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two leaders 1n the Senate and the two leaders 1n 
the House. 

Yea. 

Makea 1t terribly d1tt1oult tor us. 

Yea . 

And then you oome up - a responsible adm1n1etrat1on 
otticial and make a statement like that, 1t makes 
it Just that damned a1ght harder. 

Yea. 

And I want to &83 to you very quietly. 

Yee. 

See? 

Yea. 

And I telt it you knew that, that you wouldn't try 
to make it any more ditt1oult. · 

Well rim- Henry, of course you know I'm not trying 
to make 1t more d1tt1oult. 

Well -

That's impoaa1ble. 

No, but. possible t.o make 1t more dlt1"1cult. 

I mean it's 1mpo&s1ble, 1t.'• unthinkable that I 
would tey to make it more d1tt1.cult. 

Well, Jeaae, a statement like t.hat doee make 1t auoh 
more d1tt1oult. 

Yea. 
And I Juet want.ed to tell 1t to you, and beoauae 
t.hoae are the agreement• that we ' re working under, 

aee? 

Yea. 
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!l.ll.Jr: 

J: 

H.U.Jr: 

J : 

H.JA. Jr: 

J: 

H.loi.Jr: 

J: 

H.Lt.Jr: 

J: 

H Lt.Jr: 

J: 
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And - and I wanted to tell 1t t.o .rou, but •• tar -
any other etatement other than that to .rou I've 
never - I've never ehot behind, eee? 

Yes. 

And I never will. 

Yes. Well, I'm sure or that. 

I never - I've never done 11ke a lot ot theae 
tellowa , I'• not talking about you, but al1pped t h1e 
or that to some oolumniet. I 've never done it and 
I never w1ll. 

Yes. 

But those are the taote, J eese. 

Yes. All r~t, I ' d l ike - really I'd 11ke to tali 
with you a l ittle bit about it, a little more when 
I 'm not on the telephone. 

well anY time that you're ready I am. 

I'll give you a ring. 

AnY time. 

Thank you, Henry . 
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GROUP MUTING December 6, 1937 
9: 30 a .m. 

Present: llr . llagill 
Taylor 
Oliphant 
Gaston 
Gibbons 
Lochhead 
Bell 

H.J .Jr: 

Taylor : 

Mr . 
Llr . 
Mr . 
Mr. 
llr . 
!.lr . 
llr. 
llr. 
Llr . 

Upham 
Haas 
McReynolds 

I thought you' d be interested - what I'm saying is 
extra confidential - I went up to visit the Vice 
President la t e Saturday, had an hour's t alk with 
him. I wanted to sort of f ind out where we stood 
on this t ax business. And he s ays his understanding 
with the President - they have had two meetings -
there is no change; t hat i ncludes ~r . Barkley, the 
Speaker - Nho 1 s the l eader in the Bouse? 

Rayburn. 

- • • Rayburn. They don ' t expect any t ax bill to 
come over until the 15th of J anuary. Be s eys us f ar 
a s he 's concerned, that' s where it stands . 

And the other thing - u&ain triple- confidential -
I just called up Ur . Jones and ver y quietly t alked 
t o h~ and told nim that I bad read what he was 
supposed to have sai d in New York about doing some­
thing for t axes , and I said that w&s contrary to the 
hdministration poli cy , contr ary t o tne understanding 
on the Hill, and that he was making my jolJ very much 
more difficult; tha t I never criticized a presiden­
tial appointee publicly, but I did want to tell it 
to him; that it was hard enough carrying out the 
orders , but wn&n he said some thing like that he just 
made my Job that much more difficult. He said, well , 
the l ast t hing in the world be wented t o do was make 
it ha rd for me -he was very quiet - and that he hadn' t 
understood tha t was the Administration policy . 

I said t hat, in addition to e verything else, i f we 
Ranted to really scare the business man, all we bad 
to do was change sometning in 1 37 and put something 
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else in r etroactive, and I said I didn' t know 
a nything that would scare the business man more 
than that, and that he was talking absolutely 
contrary to the Administration policy. 

3J! 

Well, he said, he didn' t know it, and could he 
come over and talk to me . I mean I was just a s 
quiet as I am now, and - well , I mean just as 
though I was tal king to Wayne when be said some­
thing. I made up my mind I would say i t and I 
said it, just as quietly as I am saying it here 
And 

1 
he says that be - I said, "Jesse, after a ll· 

you re~ respgnsible member of the Administrat ion." -He said, nwe11, I ~idn 1 t make it .... n 

I said , "Well , it just makes my job much more 
difficult . n 

He sai d , 11Well, that' s the last thing in the world 
I want t o do . " 

I ' m t erribly gl ad to see what Duffield wro t e, and 
I r efer you all to today ' s Journal , where he says 
t hat both Mr . Kennedy and !Jr . Jones were making 
representati ons on the Hi ll which were contrar y to 
what the ••hite House sai d ,·e wanted. 

And there certainly i s no doubt in t he Vice 
President ' s mind - I want you (Uagill) to know 
where we s t and - and that is, he sai d he ' s had 
t wo meetings with the Presi dent _and the under­
standing is tha t no bill should come over from 
Ways a nd !lea ns - from the House; no bill should 
come over from the House - they don ' t expect i t 
until the 15th of January ; and that the statement 
the Pr esident made that Friday about it being up 
to Congress, and he was r eady when the Congress 
wa s , was most disconcerting to t he people on the 
Hi ll, because t hat was contrary to t heir under­
standing. Well, I felt much bett er after having 
had this talk with the Vice Presi dent, whi ch l as ted 
f or about an hour . Nobody sow us; it was very late 
Saturday bet ween five and six. Nobody was around 
except ~~m Rayburn; be WDS outsi de. 
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Magill: 

H. Ll.Jr: 

ling ill : 

li. '!. Jr: 

:.!aglll: 

Taylor: 

H. rd. Jr: 

llagill: 

33S 
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~o I just wanted to say to you (Magill) , starting 
out, tbat unless we get something different from 
the President, I want you to continue as we have 
been; that is, tha t we don't expect to get a bill­
get it over to the Senate until the 15th of January, 
no matter wbat anybody says : And if Mr . Doughton • 
or Mr . Vinson don't act along those lines, let me 
Know and I'd like to go up and talk to the Speaker . 
I first thought I' d t alk to the Speaker, ~ut I don 't 
want to talA to the Speaker unless it gets to the 
point that Mr . Daughton and Mr. Vinson are not 
carrying it out. !low, there is a definite under­
standi.ng between toe President and Vice President, 
and that ~eeting took place twice, a nd both tioes 
it was the same thing: No bill is expected on the 
Senate s i de until the 15th of January. 

And the Vice President said th&t to do anything 
with 1 )7 - he s aid, "Tha t's the goddamnedest 
nonsense I ever heard of." He says, •Every 
business man is prepared." He said, 11If you 
really want to upset the business roan, do tbat." 
He s aid, "That ' s the goddamnedest thing I ever 
heard of .n 

'Nell, he ' s absolutely right. I can't understand 
Jesse Jones making any such statement. 

~I ell, he didn ' t . 

Well , he made it all right, because ~e 've got his 
mimeographed speech. It ' s all in there. 

Could I have it? 

Yes . 
It •.vas certainlY .Ln the speech that was published in 
the Times in full , and that must have been·· ···· 

Get me a mimeographed copy, and I wantdth~i~!rin 
underlined where he says anything - un er 1 

blue pencil Nhere it is contrary to ~hatever w~ive 
been working toward, especially to the pert ma ng 
it I ) 7 ' 

•le ' re getting along • • • • 
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H.Y.Jr: 

Gaston : 

Gnst on: 

Gaston : 

llagill : 

!.lag ill: 

H. :.! .Jr: 

!lag ill: 
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That goes into t nat little - that speci al booklet 
I'm preparing . 

Yes, yes. 

What? 

Yes . 

331 

And Duffield wrote an awfully good column, end you 
might tell Duffield that what he said about that is 
very helpful to me and I appreciate it. 

Yes . 

We're getting along quite well before the Colll!!littee, 
and if Mr . Kennedy and llr . Jones would quit making 
speeches - t hey have been quite anxious to do 
something at once, as you Know, i ssue a statement 
or get out a bill or something, but a s I see it 
that pressure is gradually weakening. For example, 
on Saturday they discussed with the draftsmen when 
the draftsmen would be able to prepar e some of these 
things that they have agreed on, and the draftsmen 
indicated they weren ' t ready yet. Vinson and the 
Committee passed it over without any particular -
well, 11ithout any excitement at all. 

1'/ell, there is no question - there is no .,uestion 
what the Sena tor - the Democratic leader, llr . Barkle)·, 
the Speaker, and t.1r . Rayburn understand . There is 
no question there, ufter two meetings a week apart 
with the Presi dent . They 've got a cleancut under­
standing with him: No tax bill cooing over from the 
House until the 15th of January . And so there is no 
doubt in their minds . 

So I' d like to leave i t this way with you. If there 
is any point where Mr. Ooughton wants to make a 
statement or anything el se, l et me know and I'll go 
with you and see t he Speaker. 

Did you see the story in the Post this morning? 

No. 
Well, that ' s regarding the statement, bOd I t hink 
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~!ag i.ll : 

H. :4. Jr: 

!Jag ill: 

H. J . Jr: 

!lag ill : 

H.M.Jr: 

1agill: 

H • .d . Jr: 

Bell: 

H.M.Jr: 
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uoughton i s very ap t to press along thet l ine _ 
to issue some statement to Congress before the 
country, before the end of the yea r, ss to what 
the intentions of the Committee are . 

Oh, that - that ' s • • 0 • 

338 

Now, wit hin limits he can do that and i t won ' t cause 
any difficulty . 

Oh, that ' s "House to Reveal Tax Plan at This 
Sessi on" (reading from clipying) . 

That• s right . 

;/ell , that ' s somethin.; else aga in. That ' s somet hing 
else again . 

Yes . 

1 haven ' t read it . That ' s something else again. 
But what I am talking t bout is this campaign which 
has been going on. And I can' t change myself after 
46 years; I can' t go out and knife a presidential 
appointee. I've never done it; I can' t do it. I 
can' t feed stories to people undermining them. I 
just haven't done it . I mean I can' t do that sort 
of thing . 

uell, I' m glad to get that strljightened around . 

well , I - I mean so - and 1 1 m going to see the 
President; I telegraphed him l ast night . 

('l'o Bell) Incidentally, be signed that; the letter 
was signed . 

Yes . 
I om going to see him and I 'm just going t o put the 
whole thi ng to him, so - and I think he ought to 
make some statement clearing up this statement he 
made that Fri day that it is up to Congress, oocause 
that isn't the understanding; i t is not up to 
Congress . 
But let 's leave it this way. Acy rea~ trouble on 
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the part of the Committee there that t hey are 
going to a ccelerate this thing - if that isn't 
over before the 15th, I want to know about it. 

Oh, I 'll -l et you know immediately. 

But I would like to have you (Gaston) say to 
Duffield that that was • ••• 

Yes. 

33$ 

helpful in several wG.ys. You Rant to handle 
it? 

Yes, I ' ll see aim. 

Anything else? 

No. I 1ve got one other t hing here, ~ut I guess Mr . 
Oliphant is going to bring it up . I 1 d l i ke to go 
a long up to the Hill a little early .• 

Vlel l , you want to walk out or want to wait until 
Oliphant talks? 

What's that? 

This feeding information business. You going to 
bring that up? 

(Nods no) Has there been any question about ••.• 

We have had a letter from Congressoen KcFarlane 
saying be is a member of E group of about 50 
Congressmen who want to make speeches on the 
undistributed profits tax, and wil l the Treasury 
please give t hem the necessary information to 
enable them to make those speeches. 

And so what? 

... 
UcReynolds: That ' s the Kaverick group, isn't it? 

llagill: That ' s right. 
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<~ell , I s i gned a l etter Saturday on tha t , that 
somebody wrote . 

Nell, I think you signed an ackno«ledgment. 

Yes . 

340 

And said we ' d see what we can stir up for them . 

Well , any information for Congressmen goes through 
Mr . Gaston. Let Gaston have it . That ' s hi s Job 
Herbert? ' 

Yes . 

Your responsibility. 

All r ight. 

lihat else? 

Well now, a s we say , remember t he Ways and Means 
Committee. 

Nell , Gaston hasn't pulled a "bull" since he ' s been 
here, f or four years, and he a b ·ays keeps everybody 
informed, so I take i t t hat it ' s his responsibility 
to carry on in his usual tactful way . 

Give the proper broad interpretation to the Nord. 

But I 'm Just personally not going to be bothered . 
I can't carry anything ; I don't intend to . I was 
very sick Sa turday night and - I mean things like 
this, you three fellows tMagill, Oliphant, Gas t on) -
I mean I know what you• r e all ta lking about, and 
the three of you can work it out . I mean I'm Just 
not going to be bothered with it. It ' s up to the 
three of you. What else? 

(Nods nothing) 

Herman? 

(Nods nothing) 
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Any time you (Magill) feel like walking out, you'll 
be excused . 

Herman? 

Nothing . 

Something I wanted to ask you. 

No, I haven't got anything perticu.l arly. Here's a 
clipping that you might want to read, if you haven't 
seen i t. (Pearson-Allen J.lerry-Go-Round, Dec . 5, re 
use of Treasury detectives to check on personnel 
for new Housing Adm~nistration) 

Yes, sure . Absolutely . 

Your friends . 

Are they coming today? 

I paven• t heard directly from Dre•,v . I assume t hey 
are . 

Mac, how many agencies did you hel p set up here? 
Did you help set up Kennedy's organization when he 
f irst came to town? Didn 't you help Kennedy? 

Yes, I had a fe N conferences with him . 

Didn • t you help IJr . Cro1.ley? 

Yes . 

~ociel · Security. 

Did you help Social Security? 

Yes. 
'Nho else did you help? Barry Hopkins - didn ' t you 
get him desks and telephones? 

Yes . 

Wnat? 
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Yes . 

~ll right . Now, bes ides - because I started when 
was at Farm Cr edit using the Treasury to check 

up on personnel. 1\'ho el se do we help out? As though 
t h is was - ins tead of it being two different coun­
tri es · Who else do .te hel p out checking per sonnel? 

{/ell, on checking personnel ,,e have checked for 
this little housing • ••• ' 

Who? 

U. S . Housing Authority . 11e have checked for Far m 
Credit. 

Yes . 

Department of Commerce one time, didn1 t we? 

Yes , we checked for Commerce . 

How about McLaughlin wnen he first came i n? 

V/ell , we did give them some little hel p; we haven't 
checked any per sonnel for them . The per sonnel check­
ing has been confined to two or three organizations . 

Well , could I s ay, and try to keep a straight face , 
that if some other departments ~no have detective 
agencies would have checked tneir candidates es 
carefu1ly as Ne did, possibly we wouldn't have been 
in so much trouble ; if they hadn ' t taken the atti t ude 
tha t it was improper - what was the word they used? -
to check up certain appointees - what was the word 
they said it would be? What? 

Impertinent. 

It would be impertinent . If other departments di dn't 
t ake the a t t itude t hat it woul d be impertinent to 
check up on a man, maybe the President wouldn' t have 
found hi mself in such a hole. 

hver yl:iody knows darn well that that would be true . 
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All right. 

All you've got t o say is t hat the Treasury doesn't 
consider it i .mpertinent to check presidential 
appointees . 

Yes . 

Yes. Don't r efer to anybody else •... thtt the 
Treasury doesn't consider it impertinent. Don 't 
r efer to anybody else • 

.Ve don ' t consider it that to check anybody that the 
President wants to apyoint, where it's our responsi­
bility or where some other presidential appointee 
asks us to check up . 

That 'll cover it. 

I was trying to think of who that was that was 
impertinent . Very difficult problem. 

Nothing t he matter with that, i s there? 

(Magill and Upham leave) 

Only difficulty I can see is how you 1r e going to say 
it and keep a straight face . 

It ' s t he difference between black end white. 

~uite a bit, isn' t there? 

All right, Herbert? 

.1.11 right . 

O.K. I t bought of tha t one . 

Geor gi e? 

I have a few t hings; l can bring them up at 10:15. 

All right. How are you? 

Oh, a little uncertain, but I'm better. 
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Uncertain as t o your health? Well, where are you 
going? 

I don't know . But I 1m better than I was. I t hi nk 
I got a reinfection. But I have no t emperature . 

All right. 

Nice day to be out. 

Vlayne, could you today gi ve me, v ery simply and 
very much condensed, jus t what ar e the obliga tions 
of the Tr easury on the housi ng bill if' they should 
get going; I mean what they might call on us for. 
Do you know or does Dan know? 

The t oug.ht to be comparN t1 vely simple. 

Two billion dol l ar s potential it i s. 

No, I mean just what we might be called on- .• you 
worked on it. 

Yes . 

It's your bill. 

It's your baby. 

Well, would you, \'layne? Could you do that? 

Very easily . 

I mean if t hey sot going - I mean where would 
be called on ana wha t are our obligations, so 
a nd so on. 

we 
forth 

t o sit down with Bell - I mean 
NoN, do you want t own - on the Commodity Credit? 
before you leave 

Taylor: Yes . 
!Joes t hat fit 

H. IA.Jr: 

Bell: 

You do? _ How about 11:)0? 
(Bell) s chedule or not? into your 

but I think it does; I think it's 
I don't know, 
all right . 
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Well, l et•s just t ake it. 

Second, ;ro~essor J . Douglas Bro1m i s coming t o 
town; he s vhairman of the Advisory Commi ttee on 
Social Security, and he wants to put questions to 
me a s to just where we are and what ~e can do to 
hel p . And now who ' s in on that? Are you (Bell)? 
You should be • 

~ suppose I should . I haven' t been in on i t. 

Well, c ould you be here at 11? 

Yes, sir . 

well, who else is i.n on that ? George? 

Yes, there ought t o be Russell Reagh and Seltzer , 
and myself , if you don ' t mind. 

Al l r ight, 11 o ' clock. Vlayne, are you in on that 
or not? 

Onl y as far as the stuff that Himmelbl au has been 
doi ng, which I think you ought to r ead f airly quickly. 

Well, I • ve been waiting to hear from ••• 

Bartelt? 

Yes . Give Bartelt a tickle on that, will you? 

Yes . 

Well who wants to sit in? I just figured this 
way : 'you (iaylor) have got so many of these agencies; 
do you want to g et in on Social Security? 

What ever you say . 

Well, I think you better not , unles s you «ant to . 

That ' s fine with me. 

I mean would you normally? 
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Well, who NOuld carry - I mean who will carry the 
thing f or me, so - I mean who ' s going to carry it? 

I think Wayne ••• 

I think we should get something from Guy Bel vering • s 
shop. 

Two aspects . 
tax problem. 

Mos tly fiscal . The other part is the 
Toe tax problem is one thing, and ••• 

~et ' s listen to what he ' s got to say. ! definitely 
want you (Baus) • . 

More Danny Bell ' s t han anyt hing . 

Well, l e t 1 s listen to what he ' s got ~o say. 

Tha t ' d probably be better - and then decide. 

Let ' s listen, and then after thst, Dan, you and 
you (Taylor) and I will t ake a few mlnutes on 
Commodlty Credlt. 

Al.l right. Can you (Oliphant) have you or l.:lllrence 
at that? 

Well , have you a lawyer on ~ocial Security? 

Yes. 

Who will be here? 

Opper is the one . 

Better be here yourself . 

All rlgbt. 

Let's just listen to this fellow , see? 
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g~}~gg~~ngdot- he ' $ going to state hi s problem, 
o s ay wher e the Treasury can help hi 

I looked him up . lle •s a very good m. man. 
Oliphant: 

Ollphnnt: 

Caston: 

11:30? 

11. 

11 today . 

I' d like to listen to tnat, if you don' t mind . 

ri . ~ . Jr : • All right • ...,. 
MeR: Graves ts coming over . 

Gbston : Is ne chair man of some committee? 

B . ~ .Jr: He ' s Chairman of thu A~visory Committee which was 
crea tea by Congress , a s I understand it , ••• 

Olipha nt : Created by the Sena te . 

Bel l : Senate Finance Committee . 

H •••• Jr: •• t o actvise on this thing . He ' s a .fighting young 
fellow, got a very disti nguished record . His 
position a t ? rinceton i s Industri~l Rel&t i ons . I 
looked him up and he 1 s got • • • Be just wants to know 
where he 1s bt and he wants to state wha t his problems 
are . I gather he hasn ' t got anywher e , or be can ' t 
without us . So let•s listen to him . 

~cR : And you've (Bell) got something on the modi fi cation 
of the law in your office . Two things : one tha t 
doesn't involve taxes and the other that does . 

H . ~! . Jr: Mr . Gibbons . 

Gibbons: 

H.M.Jr: 

Gibbons: 

Nothing outside of what you' ve been r eading in t he 
paper. That was a good job, just as a squeal -
crooks f alling out, and ••• 

Yes . You mean in New York. 

Yes. Funny thing, Balli nger 's committee had reported 
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~~sf~at ver~loophole there and I called in 

~~;h;~!~~~sw:~~ . j~!~' s~~~~~;gd~ta~;~i~go~~ght 
It was a good job . 

Tihte system as it is set up Just looked as though 
were impregnvble. 

Incidentally, the man who was selling those tags 
is a professor, teaches in llanhattan College at 
night . b la~~er . 

Bmml 

This fellow Barnett. 

~here's some personnel has to be gone over. Gorman 
sai d there was a memorandum on it . 

t here was . 

I suppose Moyle was most nelpful. 

I haven ' t seen him since I tslked to you . Be ' s 
quite ill. Mrs . Moyle has been quite ill . 

!Jrs • .\foyle? 

Yes . First time he ' s been in bed since he was born. 
He was 1n bed for some weeks . 

~ince he wa s born . 

But he ' s really more sinned agains t than a sinner . 
That whole organization is Just terrible. 

It's pretty tough, I know, but it' s tough for a •• • 

He • s a nice old man und he 1 s got a lot of good 
old ideas, but you cannot put them over there without 
sweeping out the whole thing; it looks to me terr i ble. 

The London silver brokers haven ' t been eble to fix 
the price of silver so f ar . 
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What? 

The London silver brokers haven 't been able to 
fix the price of silver so far this morning . They 
seem to be pretty nervous . 

Go out and get a check on it. 

I just got the check here . 

loell , Just wait until 11e get through. I ' ll see you 
in a second. Just sit down. 

On the famous sinking fund letter, do you want tha t 
to go to file? 

Yes, I think <~e better have !t go now, in view of 
that conversation. 

You mean go to file? 

No, I want to read it with you very carefully in 
view of t hat conversation. Ask Mrs. Kl otz tomorrow 
to f ix you and me up so we can take half an hour and 
go over that very carefully , will you? 

All right. 

No, in view of that I've C08nged . .'/ill you? 

I tnought probably you 11ould . 

Yes, will you please? 

Now the Home Loan Bank Board has submitted a 
proposal so that they get in effect a guarantee on 
their debentures - not exactly a guarantee; but you 
may recall that under the present law there is a 
limitation in the Hbme Owners Loan Corporation Act 
which permits the Corporati on to sell it\~ondp;o:o , 

u to 300 million dollars, end use e 
~:~d; t~ buy shares in savings ano loa~ associati ons 
or buy debentures of the Home Loan BanKs . 

You mean this i s a change in the law? 

No, that ' s the present law. 
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Yes. 

Now the 300 milli on dollar s is becoming exhausted . 

Good . 

And they are a little bit scared of t heir debenture 
s ituation . I f we run into a bad market and they 
need money to finance their Home Loan Banks, they 
.von •t be able to get it in the market and they ' ll 
be stuck. 

Dan, is this hourly or something that I could 
have • .•. 

I sn ' t &ny 

Matter of special legi slati on? 

Matter of legi sla tion. 

Give me another cr ack at it, will you? 

Surely. No speci al hurry . 

Because I want to be in there wnen the market opens 
at ten. o'lill you press me on it? 

Oh, it's a me tter of n week ' s time; I've got to go 
tnrough it . 

Well, when 11e do that letter we can do that . 
Mrs. Klotz we need a halt hour . How's tha t? 

That's all right. 

Tell 

I don•t know whose f ault it 
I Just wanht t~ s~ygn-- I'm l ooking at McReynolds ; 
is, but w en s t 0 over l ost ground, 
and I'm not going t~it~~ 5~ t t couldn't happen 
but it ought t o e dxthose rules and r egulations 
again - when I signe it from monthly to 
on Social Secur~;llc~~~~know about it until I 
quarterly, ~. t his fiscal year we lose a 
signed it, and on I think that that -
hundred million dollars!. N~~t that should be 
wha t ever that loophole s , 
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tightened up so a thing like that can't happen 
again. 

I don 't knoN what he means by losing a hundred 
million dollars. 

You lose two months' collections on the fi scal 
year ONing to the lag . 

It means that t he deficit is a hundred million 
dollar s more than we told the President, and r •ve 
got t he sweet Job of expl aining it - wny I ~as so 
dumb. 

He don't lose it, Mac. It Jus t affects •••• 

It's just a question of t he year it goes in. 

351 

I know, but the t hing was signed without Bell, in one 
of his capacities , having a chance to see it, and I 
can't expl ain it ot her than that i t ' s loose organiza­
tion, and you 're Administrative Assistant and I'm 
not - it can' t be changed, but it oughtn ' t to happen 
a ga in and I don' t want it ever to happen again. ld 
that pla in Engl i sh? 

Pla in l nglish . 

Thank you . As I say, a thing l ike tha t should never 
nappen again. Some place there wos a - if Bell bad 
been here, he ' d have seen it, but not having been at 
that pa rticula r meeting when I think it was t aken 
up •..•• But & thing like that- some pla ce ther e 
is a gap and I wish you' d have a t alk with Danny . 

I s till thinlt it s nould have been si gned . Of course 
he should have been able to r aise the question. 

I think 1t probably woul d have been s i gned, but I .... 

Of course . 

There 's 2 million doll~rs r eal money saved - no t money 
switched between one year and another. 
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All true, but that ' s not the way you r ead 1t in 
t he paper, and that 1 s the kind of thing in the 
Treasury which shouldn't happen. 

Why wouldn't it make good publ icity to give out 
a statement now tha t you are doing this to relieve 
the pressure on business? 

We di d al l tnat, end there i s a l etter going to 
every manufacturer; every m~nufacturer is getting 
a sli p in the notice signed by me, explaining the 
tning . No, this is purely an internal matLer which 
Mac •••••• 

uan ought to have seen it . Just the same, we saved 
two million dollars hara ca sh by doing it . 

"'ll true, all true, but I still say thnt that's -
maybe it's me , I don ' t kno.v, but just don't l et it 
happen again, Wac . 

Tha t 11'as a swell s t a ternent on Mr . Hoover ' s t ax. 

Yes . You liked it . Herbert Gaston wrote that in 
f ive minutes with f1 ve people t al king . The answer 
is tha t .vhenever you want Herbert Gaston to get 
out an extra good release, put him in a room with 
ten people and it ' ll be doubly good . 

You' ll have to 4ualify tha t; I ~rote it at breakfast, 
I worked it out a t breakfast . 
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Hello. 

Oh, hello Henry . 

Good morning. 

Well , they all like it. 

So they seem. 

353 -
Deceober &, lP~?. 
10:10 a.•. 

They all like i t. The rights are quoted hundred 
and one twelve. 

Uh-huh. 

Almost too high. 

Well now, Randolph. I! you should be doing anything 
about t he eighty mi lli on February notes which t he 
System controls , aee. 

Yes. 

Before you do it I very much want you to talk to me . 

All r ight. 

I • d l ike - I'd really like you to talk to me, ne7 

That's !air enougb,you can rest assured. 

Because you may decide that you might want t o sell 
some or those -

Yes. 

And exchange t h em tor something else. 

Yes . 

Had you t hought or that? 

Yea, I had t his morningdb~~au~!h~b~!ear~~si~~= to 
quoted so very high, an m...,.. 
dampen them down a little bit. 

. you do it, please call me, will you7 
well before 
Yes. Well we wouldn 't do anYthing ' til we aee bow 

the market~ aoill6· 
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Yea, becauae that th1ng - I Juat question whether 
we ' d want to de anything toda,y. 

Yea . Well I do too, a little. 

We mignt - we might want t o do aomething tomorrow. 

Yea. 

Because - well you know you can' t hide it when the 
Federal ReeerTe ia aelling. 

Not eaeil,y. 

No. So, well let•e leave it tnat way, huh? 

.lll r i ght. I ' 11 do that. 

And keep me posted, will you? 

All rignt. 

Good. 

And if there's any change I ' ll let you know. 

Thank you. 

Good. 
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ilb !lOS [NE.SS CONDI'r!O!IS Dece::tber 6, 19.37 
lJ :2) a .o . 

?r .. sent: 

H . o~ .Jr : 

l.!r . Ha11s 
l.!r. nhl t e 
i.tr . Seltzer 
ol r . l.laggit 
l.llss Lonig"n 

111 t h t he i dea of seeing t he Pr esi dent I "ent to 
DLVe a talk with you people on busine~s . ·I ' d li~e 
to tell you wna t I 1 ve been doing and t oen some of 
the t ninss that I w&nt . I haven' t ~d a chance . 

I hc.ve asked Professor olesley llitcnell , RhO i s 
Direc tor of this Na tionLl Resear ch Counci l , to set 
up fo~ me, b&sed on his experi ence, the things to 
look lor in the business cycles cS we aporo~ch a 
bottom and es.we come out of it . Now, he ' s agreed 
to do the t ana he 1 s com in~ <10•10 himself next 
Satur day with " set-up . I LSked hi m if t hey 
co ulan 1 t f ollool' it and he sa id he didn ' t t hi nk 
i~ was necess~ry , t hc. t if t hoy gave us an outline 
of what t hey thought should be i ncluded, 11e hod the 
people here to do i t . But I •m going t o urge hi m 
<~gain to do it . 

Because, ~ s he told me when he was at t he house a 
week ego, a gr ea t mistake that the Hoover Adminis­
t rat i on mea e was to do wi shful tninki ng . And he 
sai d wnen 1r . Hoov~r oLde toot famous state::~cnt 
tnat pr osperity was just around the corner - he 
was ser ious; he did go into it, found it was o mEn 
over a t t he ~epartment of Co~erce wno gave aim the 
weekly f i gur es for t ne f i rst week l n Janllhry, wnioh 
shoned an up- trend , but also tol <1 Pr esi dent Hoover 
t hat tha t .1s.s al ways so t he firs t week i n January -
a lways a pi ck- up us compur ed to toe .veek before -
but tha t ~ . Hoover N&S so anxi ous to make the 
st a t ement he jus t didn' t l i sten to nim. 

I t hink at t hi s time oer teinly, ta l king for the 
Trea sury we ' ve got to be extra, extra car eful not 
t o do any ,d shful t hinki ng . And I kno1v certainly 
t his bureau s eems t o have t he bes t r eputation in the 
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country . And I even may get two bureaus to do 
it. I wsnt to first see what this bureau has. 
I may even ask Hrookings to do a similar thing · 
I don't know yet. But certainly when you see the 
set-up and the people who are on it, it looks as 
though the best minds were pooled in this Bureau 
of National ..•• 

He ' s got the - he ' s the best mon 1n the country, 
and they•ve got some good men. 

II ell, he 1 s agreed to do it ~>nd is doing it cheer­
fully . And I just don't think any of us can afford, 
a s I say, to do any Nishful thinking, and we 're not 
doing anythinz liKe t ha t her e - I mean systematically . 
And if he give s us the set-up, why, then I'd l i ke him 
t o follow it; but if ne doesn't want to do it, why, we 
can put the people on i t, George, to follow it. But 
don't you think this is a good idea? 

I think it is. I spent three years one time, about 
seven hundred million dollars, to do it. 

E1o1v many million? 700 million dollars? 

No, thousand -lJO<) , 000 a year. 

You weren't in tne Treasury; must nave been in the 
thousands. 

nbout $300 000 a year we spent. And it's different 
than any a;oro6ch thbt any of these ot her agencies 
had . Harvard was t he outst&nding one a t one time 
and t ney had a system of se~uences , had aifferent 
curves worked out. Now, Warren Pierson was one of 
the main l eaders in t he field . Ana it went bad on 
them . 

What I worked out was this. I felt that these 
indices of business don't tell very much, that 
business can' t be that simplified, that eac~ tim~,i 
at each moment, business is a composi tion o cer a n 
f t So to understand where business is going, 

1
8~e~~s~e had to cl early understand what business 

de separate studies of each 
WES today, sot wiel mdsstudies I n eddition to that, 
industry, des e • 
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we broke down the activity of these industri es by 
r egions . For example, in the steel industry - you 
take the steel activity; the total figure may turn 
up several Neeks after certain r egions are turning 
up, and i f you see a region turning up, you start 
investiguting tnat to see .mat the underlying factors 
are . The same thing for automobiles. 71e found the 
s eme thing out of this l~ st depression. The South 
came up first ~nd tne New England states were really 
the last to come up . I think that approach- I don ' t 
know wha t we get from up there, but i f I had your 
permission I 1d like to go ~head on my own approach 
a nd also check and go along with this, so you have 
different checks on the thing . 

NoN, George, don't throw so much in. I mean I'm 
not getting what I want now. 

I :mow. 

I mean nothing like this is being done now in the 
Tre~o< sury , e:nd I don' t want to pile layer on layer 
on the people and then get nothing . I mean I think 
tha t • s one of the thtnes we 1 ve got to watch. You 
say you' ll go ahead. Who does 1t mean? Who you 
going to put to work? 

People on my s taff , 

o'lelt, who? Well , who? 

VI ell, probably - 1t logicallY fits in O' Donnell ' s 
group, ~f which Daggit is a member . 

n• as o t !Jonn,ell "Ot time to do 1 t? //ell - I mean ·-, " 

it ' s so important that by God we should :/ell, I think 
take t ime . 
But I'm just - I mean what would you do? 

r instance, I ' d pick 
Well , I ' d take different - or industries t hat 
out toe industry - th;~e a;: ~~~el _ then the elements 
you have to follow. ere 
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which eo to make up the steel industry . 

Now look, here ' s this bureau; they said they won't 
even t alk t o me for t en days until they can get a 
plan. I don't think- and how cen you just pull it 
out of tbe air? 

Because I spent - ob - I probably have br.d as much 
experience on t hat us ~nybody in the country. 

But here I am - the suggestion comes from me . No·H , 
if you ' ve got so much experience, why can' t you g ive 
me a plan os to wha t it i s una tell me who you' re 
going t o put it on. 

Well; I can. 

Well , befor e you snow 
l i ke to ha ve a plan. 
•He ' ve got some people 

a lot of people under , I 1d 
I mean I jus t question whether 
that can do it . 

Oh yes 1 I don't think there is any question • .. • 

~ow, Geor~e , • ••.• 

You mean numbers or &bility? 

.fell, both. 

~ell, I' d say as to &bility · · ••• 

- 11" vou think vou•ve got a plan, let's I ' d put it up , ' 
nave it on paper . 

o.A. 
See? 01 ve 1 t - b efore you a ssign a l ot of people 
to it, let ' s have it . 

1 1.1 Secretary . It is not 
It is not only a P ~n, rit is b plan ~e actuelly 
any oypotbetitcial ~e~~ollnrs and cents depended 
put in opera on b it 
on it. Larry's familiar wit • 

t hin more i mportant in 
Well , my God, is there1 ~~~he G~vernment • s r evenue 

· connection with figur ng 
than tog et this thing? 
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No. 

I know, but as a suggestion I again say it comes 
fro1n me . Now, if you've got more experience in 
this than anybody else •••• 

I wouldn't put it that way. I think without 
checking , I •ve been following it ror

1
about 15 

years . Now, for three years .••• 

But there is nothing in the Treasury now along 
those lines being done . 

Oh yes, there is • 

Coordinated, systematic interpretation? I'm not 
getting it. 

Xes , there is more than you think . 

~leU, where i s it? It doesn 1 t come to me in 
memorandum form. 

\'/ell , we haven' t been s ending you the memorandum 
on the business situation periodically . I think 
that we should do that now; Ne should have done it 
before if I hadn't gotten ill. Of course, we were 
a ll - some of us were tremendously tied up on your 
speech; took a ll our energy. 

.I ell, tha t s peech was deli vt:red llove(Jiber 10; thot • s 
aLbost three weeks ago. hnd whatever energy was 
put into that, it was most fruitful. Well, Gnyway, 

//ell, any ••.. 

The purpose of this t hing is - I'm going to do this 
thing once a "eek . I don' t want you suddenly to give 
a lot of orders and shoot 8 lot of people on this 
thing . If you think you• ve got 8 plan, let •s have it 
in an orderly manner - whut you propose to do . 

Nhat I want and what r •ve asked Professor Mitchell 
and lus bureau is to give me a program bow I can 
follow toe various indices of business a s we approach 
tais level, what I should look for , bow do I recognize 
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t he bottom, how do I recognize when we are beginning to come out of i t. 

Now, if you think you 1 ve got a way t o do it, let t s see your wor k . 

Uh- huh. I don• t think anybody is positive about it. 

Well , you're very posi t ive . 

1'hat I can recognize it? No, sir . I think my plan 
nes great advantages over the plan, for example - I 
don't Know just where Wesley Mitchell stands now, 
but if it ' s based on nls previous books, where he 
thinks the se~uence of one index following another , 
and so on - I wouldn1 t bet a nickel on that. 

Nell , let 1 s see what be - certeinly - certainly the 
people who are contributing- if those people aren• t 
any good, nobody is . 

I don ' t say they are no good . 

Do you know who ' s on that bur eau? 

In economics it ' s e matter of differ ent opinions and 
different people ~;orking different fields . You c an ' t 
say one i s bad anJ one is good . 

All right, I ' m bringing in an outside group •• • • 

I think that's all to the good . 

.••• to give me this thing . Now, if you s ay you've 
got anotner plan, I say put it on a piece of paper . 

They may have t he same plan that I have in mind. 

I don •,t kno": All 
to me until ne had 
No1v, if you've got 
me; let's have it . 

I .<now is he wouldn ' t even talk 
had two weeks to t alk i t over . 
something, why, don't hold out on 

I didn 't mean t o hold out. 

I mean I just don't think you can suddenly shoot a t 
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somet hing as important us this with a group in 
the Trea sury as busy as ther are . And if I get 
something like this, I want definite people to 
work on it and concentr a te on it, see? I mean I 
wanted to tell you Jus t what I had in mind . The 
purpose is - I ' m doing things off my shoe from the 
hip, and I ha ven' t got a ll this time to tell you 
people . Now, this gives you people a chance to -
when he comes Saturday , I'm going to ask you to sit 
in r t ten o'clock Se turdny and listen to what he ' s 
got to say, and let's hear him through, you see . 

Meantime, 1 111 organize this thing for you. 

On paper. 

Ub-huh. 

Now, Miss Lonigan, take a lit tle time and tell us 
what you s aw. 

I went to Boston first , llr . Secretary, and they have 
a very a cute situation on their hands . Textiles and 
shoes have been going str ai ght down since mid-summer. 
In the shoe industry, the difficulty is tha t this 
Czechoslovakian Barts is making better cheap shoes 
than New England can make. They ' ve got a cement for 
their shoes, which means they don't melt in the r ain. 
The shoe industry has been going down. 

In the textile industry, the causes are more vuried. 
~be ma nufacturers told us tb6t tne difficulties were 
that, in the first plsce, the excess profits t ax bit 
them in the one good year; that their profits are on 
a cyclical busis and they have one good year and that 
pays for t hree or four . The processing t ax (evidently 
meant excess profits t ox) caught them in e good year, 
and now they've got no reserves for this period that 
flattens out . Their profits just simply go on that 
cyclical basis. 

The second difficulty that they mentioned was the 
fear of a processing tax. As soon as the cot ton 
reports - reports of the large cotton crop came in, 
then the trade began to get very much concerned about 
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the processing t ax, and the firm conviction from 
their experience under the lost processing t ax is 
t ha t tney can' t move cotton goods in competition 
i f t hey hove to carry a processing t ax, whi ch of 
course is a cumulative t ax . 

I would ci te the trade - I've got the third reason 
which t hey didn't mention, whicn is of course tha t' 
.vhen t he cheap cotton crop came on, the cot ton 
manufacturer s were not pr epared to lower prices; 
they wer e operating on a high price basis and tried 
to s ell the goods - against low price cotton, they 
tried to s ell cotton goods lit t he price of the 
previous year. 

In addition to t hat, which nobody mentioned, I do 
believe tha t you've got a diminishing demand from 
the urban a reas because of the gener a l increase in 
tne cost of living . That wasn't mentioned . 

Now, the effects of those two t hings, in thos e two 
different principal industries in New Engl and, ha ve 
been to cause a definite down-slide. . They had a 
very good f irst half year. Cotton industry had an 
extremely good period . There ' s been a definite 
down-slide going into eff ect since July or Augus t , 
and cumulative . They won't say anything about wha t 
is likely to come out of it. 'l'hey agreed when I 
said it tha t pr obably, given an even chance, demand 
shoula begin to pick up after Christ~s &nd it ' s 
barely possible they may f ind empty shelves before 
Christmas . !ly persoru;l hunch is that some of these 
department stor es are going to be caught very short 
i n textiles , in cot ton products, &nd so on, and that 
t hey may have a demal)d which they won '.t be able 
to put t hr ough the ma nufacturing and distributing 
set-up in time. At any r ate, there is an even cbonce 
for recovery a long in the spring, if they have some 
stable bases on which to go . It is a function at the 
pr esent time of the actual instabili~ end the rear of 
ins t a bi ll ty. 

On tne r elief side, the I'•PA cut relief very s teeply 
in mid-summer, as we all. know, and they had no 
difficul t ies from it . The people they let go were 
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absorbed in the industries that were under way 
in New England in the summer, and they had no 
kickback . They are in the positi on now where -
they had made a promise to t ake back these people 
that they let go; they told anyone who went ott 
relief rolls t hb t he could get bLck on. They are 
not i n a position to keep tha t promi se, with t neir 
present quot as. If they a re going to keep that 
pr omi se, the quotas must be r a ised . 

The advantages - two advant ages - of t heir being 
able to keep t heir promise are, f i rst , t he obvious 
one; and second, they believe tha t 1.f they are 
allowed to t ake these people on in the winter, they 
can make an e ven steeper cut next spring; that 1t -
they cut their figures, I think it ' s from about 
8 , 000 in New Hampshire to 4, :200 in the summer. !low, 
they believe 

4, 200? 

In New Hampshire . 

From what? 

s,ooo . 
Oh . 

They believe that if they are allowed to r a i se their 
quotas this winter, they can cut t hat at leas t t o 
3,600 next year; in other ~lords , t he 'floor will be 
lowered next summer, ~f they ~eep their promise. They 
speak of' a 50 percent increuse i n quotas . I think 
tha t ' s probably a little t oo high. Somewhere between 
25 a nd 50 . But I t hink they are pl aying absolutely 
fair , and ••• 

uho is? 

ihe I'IPA . The state set-ups are competent now. 
They've been worn down to the operating men. You 
have confidence in their s t atements . 

1he Social security pr ogram theoretically goes into 
effect on t he f irst of J anuary . lbere i s a three-week 
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waiting peri od before the men become eligible, 
and tben a week after they become eligible, before 
t he ...• 

For wbat? 

r or unemployment compensa tion. 

That begins when? 

Theoretically it begins the first of January. 
Actually , they are not eli gi ble because of the 
waiting peri od until the third week, and the wife 
doesn ' t get the check until the fourth week. 

~ -In adoition to tha t, there i s a breakdown in the 
machinery - I t hink this i s extremely important, 
Mr . Secretary - end the machinery is not functioning 
up to schedule . They have worked out these magnifi­
cent posting systems that the Inter national Business 
Machines sold them under higb-pressure salesmanship, 
and they are not up to schedule, and t bey haven' t got 
the workers' c ar ds ••• • 

Be sure and t ell this to Harold Graves , who i s my 
man on Social Security, will you? 

Yes, sir. 

.i.nd llcReynolds . 

And now this breakdown .... 
McReynolds and Harold Graves . 

Yes , sir . 

The machinery is s upposed to post on the individual 
workers ' c&rds the number of dolla rs he gets on 
January 15 , January 221 January ~9, over 52 weeks of 
the year . I 111ean you can s ee why it breaks down. 
'lhey didn 1 t tnink the thing through, and they are not 
carrying it out according to schedule. 

I t hink that is going to mean something extremely 
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serious in the mont h of February; it they hnven•t 
caught up by the f i rst of February, the worke~s goi ng 
to be very disconcerted and if be doesn 't get anything 
until the 29th of February and that machine breaks 
down, he Just won't have any check to bring home t o 
his wife . If he has to wait about four weeks - which 
nobody can say, he's going to wait four weeks; I ' m 
t al king about the possibilities - if he has to wait 
four Neeks in Februrary before he gets his money, I 
would think that was going to cause trouble . That ' s 
the time when I'm afraid that these 25 million workers 
are going to t alk a bout the whole question of Social 
Security, including the reserve fund . 

No'" look, let me go b ack li minute in this thing. 
In the first place, let me ask you some ques tions . 
Iillo took you a round? 

Wr. Bra~on, of the 1WA Regional Office, came up 
from New :iork and introduced me to the ;•;p;. State 
Uirector in Massachusetts, and then I .vent up to 
New Hmnpshire . I worked in Massachusetts and .• . • 

Did you fee l that they let you see •• • • 

kbsolutely . ~r . Branion is an old school friend of 
mine. He nent to school with me and 

,ijut I a~ean you c ould see - 1 t wasn ' t a 'Russian• tour? 

No, sir . 

That ' s wha t I want ed to find out . 

No, sir, not at all . I liked - most of the state 
people are grand . 

How long did you spend in Ne1v Hampshire? 

One day . 

I see . 

I went to Manchester and t o Concord, the state 
capital, and I s aw the Employment Service people . 
Then I got a background picture. 
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!low, first I gave you the textiles and shoes 
which a r e the cyclical industries, the thing~ 
which are accounting for this winter a nd possibly 
next spring. The winter picture is acute because 
of these two main industries and the s itua tion in 
WPA and the sit uat i on i n boci al Security. Tha t ' s 
the picture for t he winter . The picture f or the 
spring, I think, i s fairly encouraging . 

Then underlying that is this question of t he fact 
tha t Massachusetts has never had r ecovery, and 
around each of these cities something like half 
of the industries have gone out of the state . 
Shoes, woolen manufacturers, and cotton manufac­
turers - half of the industry has gone out. The 
people don't move . They won't move . They' re not 
going to move . 1hey're right there. bnu so you• ve 
got underly~ng this tempor ary situation tha t I 
described a f r ightfully serious permanent situation 
in which a good number of the old textile workers in 
tlassachusetts are going to be somewher e besides 
employed until t hey di e . 

Let me ask you t his . Is there any real suffering? 

At the present time, I would t hink - Massachusetts 
has an old tradition in relief; it' s had the 
machinery f or a long time - I would say that prob­
ably nobody is hungry except a small group of people 
who still absolutely refuse to take relief. Thsr 9' s 
always a group ••.• 

'/ell then, it' s taei r fault . Toey could get it if 
they wanted to . 

They could get relief if they would take it on a 
relief basis . I would SLY t here is no suffering . 
I would say the amount of mental suffering is 
probably frightful. That ' s different . That i s a 
f actor •••• 

Well, I know, but - now, go ahead . 

Now, one other thing on the temporary situati on, 
I forgot to mention. These industries ar e always 
running up against the f act tha t not only do they 
have a tight situa tion from their buyers and a tight 
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price situation, but they ' ve got an extremely 
tight situation from their bankers . The bankers 

.are refUsing to finance them. The bankers are 
running to cover again, taking the a ttitude that 
business is going downhill &nd it' s going t o keep 
going downhill . And particularly the wool indu,try, 
which has got to finance the growers . The wool 
industry lends the money to the sheep-raisers for 
their work.ing season. That ' s what they told me . 

What 's the matter with Farm Credit? 

Tha t ' s an old way that t hat was aandled in the 
trade for years, Mr . Secretary. They had that 
wool crop up there - they loaned out tremendous 
sums . I don't ~now wh&t the s t atus of it is. 

I· ell, go ahead. 

Well, so far as their cus tomary procedure last 
year - t ney are only thinking in terms of this 
year and last year - &S f ar ~s last year is 
concerned, they are still trying to get the thing 
moving, but the bankers are not willing to finance 
them. That is increasing, and of course it is 
accentuated because of the psychological factors 
now existent. 

On the long-term basis, they are trying as hard as 
they can t o find employers to fill up the old 
factories, =d wha t is happenine is that you have 
a group of small mLnufacturers coming i n to buy 
space in those old pl ants. They el l have va luable 
water power rights, of course, and the danger that 
they are in is that you have the same type of 
fly- by-night manufacturers tha t we had always trying 
to get out of Ne" York City and go upstate, trying 
to get out of Bost on end go to New Hampshire; and 
people like the New Hampshire Planning Commission 
ore t rying very hln•d to persuade the towns tha t 
it doesn' t pay them to bid for these employers . They 
had one employer who went to VIPA end asked f or fifty 
sewing women. They are training sewing women. He 
asked for fifty women. The man in charge of employment 
sent him a few, and asked those women to report back to 
him, and one of the women reported that her earnings 
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the first day amounted to 24 cents . All or them 
are aware of tha t except t he Chambers of Commerce. 
They are the last t o grow awar e of it, of course, 
and the St ate Planning Commi ssion in New Hampshire 
and the Governors in general, I believe, are trying 
very hard to persuade the cities that it i s not a 
bright idea to of fer t hat kind of f irm t ax exempti on 
and free sites and a few other things . In other 
'Nords, New Engl and is at least a little farther &bead 
than the South on t his matt er or trying to draw in 
fly - by-nighters . I don ' t see much hope in tha t 
business of smal l ma nufacturers , because I know the 
type that leaves New York and leaves Boston. I don ' t 
see much hope in it, but it i s something. 

Now, may I ask you this? ~bat I ' d like you to do i s -
do you mind rey being a little frank? 

No, sir. 

I•d like you to ~Tite a r eport . I want it very much 
condensed . I don't want you to put .in this report 
your own solut i ons, i f you don' t mind . 

No . 

I ' d like you to do it by classi f i cations, in thi s 
way : If yoU're t alking about unemployment, don' t 
suddenly s hoot into Social Security . 

You have to tell me, because I think they run 
together. 

I mean if it ' s going to- if you' r e t alking, for 
instance, about unemployment conditions, and one of 
the reasons t hat the people are slowing up i s because 
they are afr aid about the processi ng tax , be sure and 
put that in. If tbe shoe people are - I ' d put i t this 
way : •Tilis is the way I found conditions. • Then I'd 
put underneath some of the reasons why the f actor i es 
are not going ahead in cott on, on account of their 
fear s . I ' d list •Fears, • see? Under ·~ears".- t( l) 
Processing Tax; (2) somet hin6 else ." lnen - Shoes . 
Czechoslovakia ... • - what is it? 

'l'nat ' s what 1t i s . 
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"Czechoslovakia - Shoes ." See? But l ' d give first 
conditions as you f ind them, ond then fears, why 
t hey•re not going ahead . 

Then, if you want, put in a paragraph : • I n going 
through this, I f ound Social Security - I tm afraid 
such &nd such a thing is going to happen.• 

Yes. That ' s a ll conjecture, of course. 

Pardon me? 

That ' s all conjecture . 

You' r e going to be careful . If it ' s any good, i t ' s 
going to go to the President end Hopkins. 

I f you're worried, give me a l ittle memorandum on 
the side, but wnat I' d like to do - this i s wha t I'd 
like to do . I 1 d like to get from your eyes just how 
you found these condi t i ons, but as simple a s possible . 
If you d on't mind my s eying , very often your thing is 
so complex, I can't follow it . In other words, you're 
a news r eporter . I don't want your own ideas . If 
you want to give your ideas, give them to me on a 
special piece of paper: •Mr . Uorgenthau, I t hink this 
thing could be changed in sucb and such a way ." In 
other words , give me remedies sepa rately . But what I 
want is s i mply what you saw, in an orderly manner, 
as though you Here writi ng a feature story for a 
Sunday magazine . 

And you want the long-term situation too? 

Yes. But I want the immediate - but I want - you 
'ttent in t he field ; I can't go ; I ' d g ive anything if 
I c ould . "hat do I s ee through your eyes? Not 
interpre ting, but s tra:lg ht f acts - 11hat you saw 
about unemployment . Now, if you ~~nt to give me 
a memorandum on the side - •Mr . Worgentbau, i f you 
could ge t this and this thing changed, I think it 
would i mprove matters" - a ll right . But don' t mix 
the t wo . Is that plain? 

(Nods yes) 
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See? And I wouldn't go - I'm more - I 'HOuldD' t 
go in the long . I just want a •• • -Wha t did you 
see in New Hampshire? Vfuat are the conditions, 
the unemployment? It ' s unemployment that you went 
after, a nd nothing else . What di d you actually see? 
Is the State of New Hampshire cooperati ng? Is \VPA 
doing all they can? I mean are they meeting the 
present situation? Is anybody starving? But I 
want i t in a narrative f orm, as you saw it . 

Well now, you don' t exclude in your picture of 
employment these factors that are cr eating unemployment . 

No . but I want it i n an orderly manner. I want it -
I mean don ' t mix the thing. "Tb4s 15 wLtit I saw. 
These a re the conditions.• And tben ~u saw next 
what brought about these condi tions . But - ond make 
it v ery much condensed . 

Now, back of that, what I want Mr . Baas to do is -
I want to check, not what you say , but what they 
said. I mean if they say tha t cotton spindles in 
New England are so and so, let Haas a ttach to this 
a little chart going back- i f you say it' s since 
the first of July, l e t' s go back to the first of July, 
or the first of January would be better, and attach 
to t his thing a little chart showing what i s tbe 
condition of the cotton textile industry of New 
England . 

Well, I have some of tha t olready made up . 

Well, you can't do i t all, because Tuesday night 
you' ve got to go away to another section. 

Well, my assistant ••• 

I' a like t o have this thing f resh. 

I can have it Tuesday night. 

Let lolr. Haas go over it wi tb you and then I can get 
1t Tuesday night so I can g ive it to t he President 
'1/ednesday. And I' 11 give lolr . Hopkins a copy. But 
please don't put too many things - i deas in. And 
your job is not in this r eport to give me the remedi es . 
You can g ive me such memor andums on the si de . But 
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I want you - Just as though I 1d send Herbert Gaston 
to see what are the unemployment conditions. You•re 
a reporter. You' re not an editorial writer. Do you 
get tbe difference? If you want to editori alize do 
it on a separate piece of paper. Do I make ~seir 
very plain? And God, don ' t put anything down unless 
you ' re a thousand percent sure. In other words, ·· 
if you saw it, it' s so. 

11ell now, I want to ask you one question . 

Please . 

If I tell you what I know about 
I •d put nothing in the report. 
judgment, I think it' s the most 
in the picture . 

Social Security, 
If you want =r 
important factor 

You can give me a separate piece of paper . Tha t's 
what I want. See? 

Yes . 

But what you saw, who took you around, and who was 
there. But I want it through Tuesday night - gives 
you two days to write it up. I want the chart to 
back it up, George . I want Ur. Baas to go over 
it with y~~, and I want it Tuesday night. And then 
Tuesday night I ~nt you to go somewhere else, because 
this thing is important. I can' t go out. It's 
terribly important to have somebody going around 
seeing this stuff. If you•re right on this Social 
Security, we ' ve still got time to fix it up . 

That ' s whY I emphasized it. 

But go in to lolr. Haas and let him sit down w1 tb 
you and go over it with you. Now, I want to talk 
to Colonel Harrington, find out where you can go 
next. 

(On phone) Colonel Barrington, of WI. Hopkins ' 
organization, please. 

Is t wo doys enough? 
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Two days what? 

~an you write it up in two days? 

Yes, sir . How long do you want it? 

372 

llell, not - if possible, not more than four pages . 

Single space? 

Wha t's that? 

That 1 s plenty. 

I was - that's plenty. 

Try to keep it down t o four pages . I don't mind if 
it's chatty, but I don't want too many i deas . 

Yes . 

You can give me a separate piece of paper , simply 
say: •From wha t I see, you better check up on 
Social Security." That ' s all you•ve got to tell 
me, see, and I'll s ee th11. t it ' s done . You don't 
even have to see those people that I t ol d you to . 
Don' t tak e the time. I' ll see them. Just give me 
a l ittle piece of paper on, i s llr. Hopkins - ar e 
they meeti ng the thing r ealistically, see? And don't 
be afraid to call a spade a spade . See? There was 
one time llr . Hopkins had this Irene Hickok doing Just 
that, and she cal led a spade a spade. I don' t know 
whether you ever saw her report, but she went 
around •••. 

Very able, very useful . 

They have nobody doing t hat now. Do I make myself 
plain? 

(On phone) Hello. •'lell, I' d like to t alk 
to him between now and 12 o ' clock. 

Do you get it, George? See what I want? 

(Nods yes) 
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Now, I 've got five more minutes . Who ' s got 
something? Anything on commodities? 

Would you like to see thes e charts? 

Yes. 

George, here ' s this telephone message . 

I wonder if the statisticians must have looked a t 
this twice. Got exactly the same thing. 

If this thing works, I'm going to invite people 
in once a week from other departments . If it works, 
see? ~ut I went to firs t have a - want to put on -
be sure our own show is in order . But if it works, 
I 1m going to begin to ask other people in. 

~he improvement has continued during the post week 
in commodities, and the sensitive commodities hove 
startea to turn up . There a r e 11 commodi ties in 
this index, as compared to JO here. And the Rogers 
index ha s 21 . Moody ' s has about 15. Moody ' s shows 
up as a little more sensitive than t he others. 

The commodity situation seems definitely f a vorable 
now a s I view it. I em speaking particularly of 
r aw materials. But there i s ~lways a lag in 
manufac turing products. They went down about 
three months aiter raw materiLls started down 
last spring, and will probably continue to bring 
the B. L. S . all-commodity index further down. I 
doubt whether, even though we reach & low in raw 
materials now - I doubt whether the ell- commodity 
index will rer ch a low before February or March. 

All right. Now, this comrnodity picture, I think, 
is tremendously important, end I t hink Daggit ought 
to give all the time necessary to it . 

All r ight, that' s all right. 

A~~ the time necessary. Anything else? 

May I say that I have checked b11ck over previous 
depressions back to 1904 and find a rather definite 
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t endency for commodity prices to reach their lows 
after business has turned up . Now, that is in 
terms of general prices, and not raw materials. 

They turn afterwards? 

General prices turn afterwards . 

~hich come first? 

I haven't analyzed the difference in previous 
depressions, but it seems to me quite apparent 
that raw materials would turn up several months 
before general prices. 

~~at do you mean by general prices?· 

I•m thinking of a broad index like the all-commodity 
index which includes manufacturing of 

Well, r aw materials would come first? 'Nell, thDt 
seems to be happening now. 

That s eems to be happening now. 

olell, keep plugging a t it. 

I •m doing it. 

All right, and if you don't ge t all the time you 
need, say so. Now's the time to s ay so. 

Tb.is is the top thing on this whole business. 

This is the top thing, sure. This is what your bureau 
was created for. Everything else is - this is the top 
thing. As I said to you before, i f we haven't got 
brains enough to do it for the Administr ation, some­
body else will. 

Well , we 've got it on this particular thing. 
happens to be •• • • 

It 

Well, this is the thing, and I want the very best 
information that I can get . 

(To White) Got anyt hing on your mind? 
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Just a minor thing with regard to freight rates, 
if you're interested. 

Please. 

::e examined the reports on the importance tba t 
freight r ates have in lumber costs. It constitutes 
for the whole of the United States last year about 
one-half of the cost of lumber, t o the user - is 
made up of freight rates . Therefore, an increase 
in freight r ates of 15 percent , as is contemplated, 
will operate to substantially increase the price of 
lumber . When you reflect that all the way back into 
the cost of housing, it i s much smaller , of course, 
so that in the total cost it doesn' t amount to v ery 
much. But, 1I it comes up, you might want to exempt 
lumber and possibly cement, a lthough we haven't the 
figures on that yet. 

Well , if you get that f ar, you might give me a little 
memorandum on it, see? 

George, anything parti cular? 

No. You've seen where the physical volume indices 
are going - still going down, like that Tiaes index . 

Oh yes . 

Larry? 

I think your production indexes are going to go on 
going down some more . I think sent iment is ei ther a t 
or approaching a low. 

uell the purpose of this meeting is for you people 
to s~e how my mind is working, see . And I want to know 
and I'm not going to take anybody 1 s - Just where we're 
going. 

Incidentally, I told you what Beardsley Ruml is 
doing No? Beardsley Ruml is going to~t a set-up 
for m; so that every Tuesday or Wednesday mor ning, 
f r om t he five c i t i es - he said New York, Boston, 
Chica 0 Dallas, and San Francisco - he would have 
the a~t~l retail sales for the previous week - r etail 

stores. 
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That ' s good. 

And be says he ' ll set that up f or me so t bst I'll 
get it either Tuesday or Wednesday of t he following 
week. Be says they are more li.kely to give it to 
me where t hey wouldn't give i t to anybody else. 
A competitive situation. But he's going to get it. 
He said he thought, for some reason or other, Dallas 
is very import ant; it 1 s different from the r est. He ' s 
going to set that up. I' ll get it every Tuesday or 
Wednesday . I said if it' s a question of telegrams 
or a ir mail, send it to you (Haas) . He said we ' d 
get it every week - department store sales i n those 
f ive centers for t he previous week . That doesn't 
exist in th e b'¥~ "United States . 

I kno«. Tha t' s very good . 

nnd he ' s going to set i t up for me. And it's t ha t 
kind of stuff - we ' ve got to do some original 
thinking , and you've got to think fast in a time 
like .... 

Here ' s one thing maybe I ca n get your permission now 
to do . On e of the key situations 1n this, I taink, 
is going to be automobile sales. NoN, we from General 
Mo t ors have a sales report covering the United Sta tes 
every ten days. I'd like to ask them, if you give me 
permission, f or a regional breakdown so we can have 
tha t along with that r e tail picture. 

That's a ll right. Well, can' t you get i t also from 
~brysler and Ford? 

Well, we - General Motors came through, end I forget 
what our situation was when we st arted tha t report; 
~ord- no, I don' t think he ••• 

Well, try Cbr~sler . 

Chrysler probably . If we have those two, e ven without 
Ford, we're situated quite well. 

Al l r ight . O.K. knything else? 

(Nods nothing) 
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You didn1 t lllind my talking so frankly? 

Ho, Kr . Secretary . I ' m a little saused that you 
thought I gave recommendations, that ' s a ll . You 
don' t know what I could do if I started on recom­
mendations. It's very bard todiscuss things 
without them. 

All right, we •re -what I'm trying to do is to get 
information and I can pass it along. 

Well, it ' s very helpful. 

Yes, and then I'll talk to him. I thought that -
did you do Hew York? 

No, I didn't touch Hew York. 

••ell, you did New England. I think I lllight send 
you - I ' ll ask him where he thinks you should go 
next . But you be ready to go. I think we ' ll do it 
this way, if you can stand it physically. Did you 
get back Sunday? 

I g ot back Sunday morning • 

You'll have Sunday, Konday, and Tuesday. If it's 
too much physically, let me know. 

I•d r ather be out. 

All right. Well , we ' ll do that for the time being. 
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Hello. 

Ill'. Jonea, 

Hello. 

Hello. 

Jeue? 

Y ... 

Rellr7. 

Yea. 

Goahea4. 

Deoe.ber e, 18~?. 
18:03 P· • · 

llr. ~lor, llr. Bell, Mr. Ollphant end I han JuH 
epent halt- an-hour on the Co11110d1 t.7 Oredlt 8111. 

Yea. 

We're all 1n aocord. 

Good. 

And we 1 re rea4,r - they are read.)' to tali to 7011 u 
JOur oonvenience. 

All right , when ehould I cOllet 

!lleJ' re read.)', I •ean &DJti8e the7 1 ll 00841 en4 eee 
JOU or &nJWq . 

Well 

'r.b.IIJ 1 re here 1n the roo• now. 

I'll be glad to co•e over there. 

All right. nen do JOU went to oo•et 

AnJU•e after a halt hour. 

Well - let •• aek the•. 

Yea. -It 
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Y ... 

All r~t.. The.r aq lt .rou• d drop 111 at. Wqne 
fqlor a ottloe 1D a halt an hour ~e t.hree ot 
t.baa •111 be t.bera. 

All rtpt. . 

And t.he.r aq t.he1r knhee are dull. 

Oood. That.•e tlne. Well, now- t.ell thea I've 
J 111t. got. t.wo long dlot.anoe calle t.o an ewer and 
then I'll ooae right. over. 

37~ 

• 
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Deoeaber a 3ea 
13:05t p.a: l¥37. 

Hello. 

Secretary 
He'd 11ke 
ainu tea. 

Wallace ia wort! 
to oau 7011 bact nsi 00 hll radio apeech 

n abo11t tltteen · 

Give me Appleb,y , will .)'0117 

All right. 

(aeide) He 'e working 
YOII want over here, 'f~~~· radio apeech. Who do 

One moment. I'll h .,_ an hla 1n J••a• a ... . Appleb,y. ~ • oecond. 

Hello. 

Hello. 

Hello. 

Hello. 

Hello. 

TAia ia Appleb,y. 

Oh Appleby, t his i a Henry llorsenthau. 

Yea, air . 

They t.old me that llr. Wallace ia bu17, and I want 
to get this acroaa to 7011. we '•e J11at had a 
meetlng on Couodlt)' cr edit here, llr. ! &)'lor, 
llr. Bell and llr. Ollphant and m.Y•elt, and we•u 
come to an egreeaent. We called liP llr. Jones 
and he aald he would come t o llr. lfa)'De T&)'lor•a 
ottice at 13:~. Hello. 

Yea. 

And I wondered - I mea.n - laoklng llr. wallace betns 
able I wonder i t be co11ldn 1t aend Jeaoe Tapp, or 
wboe~er be wants to over to llr. Taylor'• ottice at 
12:~. eo that we oo11ld clean tbio thing liP· 

Yea, indeed. Will it be oat latactor.r to )'OU it Jeaae 
comea. Would 7011 rather the secretory wollld coaof 

• 

Regraded Unclassified



H.II.Jr: 

A: 

H.II.Jr: 

A: 

H. II.Jr: 

A: 

H. II.Jr: 

A: 

H. II.Jr: 

A: 

H.II.Jr: 

A: 

H.ll.Jr: 

A: 

H.II .Jr: 

A: 

H.II.Jr: 

A: 

- a -
381 

Well I 414!1 1 ~ want to t t 
OOU].d COlle 1t WOII],d be a:Wil~e ~O~t&rJ, but 1t lie 
I ••an- I '• putttns 1t tb1e he oan•t ooae, -
Up to .rou ~0 181 tll&t •--b""~ • I aa putUJ16 u .._......., coa ... 
Y81, 

l'bo - E1t.ber the Seoretery or eoaebo•- who can ·-·~ 
t or h1a. "' ·~ 

We'll oerta1nl,r do 1~. 

You eee what I aean? 

Yee 1Ddee4. 

And llr. Jonee 111d he wolll.d ge~ to llr. fa.rlor•e 
office about 12:~. !low 70u aigbt - wb7 not lot •• 
know before. I Juet go~ ~hr0\16A and llr. Jonee ea1d 
he would lite to do 1t now. 

All rlgh~. 

So I J uet. got t.hrougb tal.k1ll6 t o llr. Joneo. 

We'll hawe eomebod,r t nere . 

• 

And 1t aomebod,r wan~• to know &n7t.hJ.ns about. 1t. 
before t.heJ' o011e over, wey t 11e1 can ~elt ~o llr . 'l'qlor. 

Yea. 

But ,rou w1ll haTe eoaebod,r t.bere. 

Yee indeed. 

Oot. 1t. al.l7 

Yee. 

Tl~N\k ,you Ter"! IIUDA · 

Fine. 
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Hello. 

Burseu. Oo abead, 

Hello. 

Hello, Henry. 

382 
Dece&ber e 1e37• 
12: 1e p ••• • 

Well, ehe looka pretty good . 

Yea ehe looke elaoet •oo gAA•, • """ doean' t allef 

Yea. 

They can 1 t. hurt. JOU t u l1Dg that n,y though, 0 ..., 
• t.hey? .. ---Mot a 4)it.. we - we need i t. 

'lhe.t. 1a right , I think oo. 

we re&ll1 need it badlJ, 

I think eo, yea. 

Well I've got nothing, have you? 

lfo, not a thing , and t he pr1oe eho•• it. '1'ne1 
quoted a hundred and one and a halt . 

Tile onl7 t.hing I called 10u uP about, I wu 
talking to Dan. 

Yeo. 

I oert.a1nl1 w81lt to oloee t.he Excll&ns• b7 lednoa~ 
night. 

Oh 1e1. Tll&t 1 a all right. . 

Row about Tueeda1 night. 

011 I t.llinl< 1ou'd better give t.hut two da1• · 

Two da7• . 

That. 11 two da1• atter t oda1· 

• 
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Well I don't want to ruah it t oo aucb. 

Wo I thlnlt - I think 10u oould announce when 1ou 
cloae the boou on oaeh ton1aht that 1ou were 
olo81ng the boolte on exchange WedneedaJ' n1gllt. 

Well, I have a Preee conference at five fifteen. 

That'a • good tlae. 

So - I've got to go down to meet the President, 
eo w1ll yo~ be 1a your ott1oe about five. 

Yea. 

And then I thOUSQt at tha t tlme I'd tallt to 1ou 
and then 1f nerything looked all ri.ght we 
could say t ne oonvereion boolte would cloee 
Wedneeday night. 

I thlnlt that'• all r1gllt. 

What? 

Yea. 

And then "that would give ua t1 U - Tuesday night 
would rush ua a bit, hUh? 

Oil I'm afraid so. There'• a lot ot people who it 
aren't available easilY and ao,oni I'd l~:r~s 
open unt1l Wednesday. You don t oee any . 

ld aae decision coming All right. We've got a go c 
down maybe today' you know. 

Oil, I've got to watch the tlclter. 

Yea . 

Are you excited? 

Not a b1t. 

Nelt.her am I. 

All right. 

GOodbye. 

Thank you. 

GOodbye. 
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H.U.Jr: 
RMdolph 
Burgee a: 

H .lol. Jr: 

B: 

H.J.!.Jr: 

B: 

H.IJ Jr: 

B: 

H.ll.Jr: 

B: 

H .li.Jr: 

B: 

H.Y.Jr: 

B: 

H.M.Jr: 

B: 

H. M Jr: 

B: 

H.II.Jr: 

B: 

H.!I.Jr: 

B: 

Hello. 

Ob., Henry. 

Yea , Randolph. 

Deoe=ber 6 1g37• 384 
2 :27 p •••• 

I Just wanted to wae all sold. report to you that your 1asue 

No. No. 

A couple or t1mes: 

Good. 

Up to - to 2 o'cloolt rort;y five IIIJ.lllon or t hey got ti'fe hundred and tbe bcnda. 

Yea. 

And u.ree hwtdred and torty t1u ot the notes. 

Not enough. 

Not yet , no. 

No. 

Ot course tills is j ust a t1rst - a ttrst t l ash. 

Yes. 

And we'll have t wo or three times that much 
tonight. 

You aee we Democratic countr1e1 alweys o•er­
aubacribe eight or t en t18ea. 

Ob, at least that. 

That '• the ws:.t to tell t he d1tterence between a 
Democratic country and a Paeo1 .. country. 

Well, it's one wa:y. 
Well, there's something to it. I Just thougnt 
ot it. I can use that. 
I th1nlt that's right. Well tll18 ia Jus t a good 
atart, that'• all . Juat a runnlnS etart. There '• 
a lot ot b1g tellowa we hann't baerd trom ;yet. 

• 
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H.M.Jr: 

B: 

I!.M.Jr: 

8: 

II JI..Jr: 
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II.M.Jr: 

8: 

H.M.Jr: 

8: 

II.M.Jr: 

8: 

I!.M.Jr: 
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R.M.Jr: 

B: 

H.M.Jr: 
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-
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Well, OOWI~ "'I 
.. ae "'lq c .... 1A 

I sueee \Aere'll be a lot be • 
le~e ~llan ~en per oen~ . 

Well, I hope 70u are r18At. 

I think tllat •e right, 1'ee. 

You•n etUl b 
.roure7 een UH1na ltill llaven•t .rou, on 

Oil, we llaven 't done a t.b.••-
unt.11 I taU: to ,-ou, He~~· We • on 't 4o 8ll1tll1na 

1'llat'e rigllt, 

Wow or oourae- I'• tht ~• 
do." na or t.hlnga ~lie,. ll1&ht 

Yea. 

Tlle bond 11 Soina to be ~oted ll1&her tllen ~he note. 

Yea. 

We aigllt aell eome or our rlgbta tomorrow, 

Yea. 

And bu,- notu. Now that would llave tlle effect ot 
ll&king ,-our bonda b1gger, beoauoe the people wllo 
boUSllt tile rigbte would convert lt to bonde , 

I aee. 

011 tlle other hand I th1Ait 1t1 a a little aore dla­
turbl.iJa to the aarket. It ' • about t1tt7 flt,\7. 

11h-hWl. Well Juat ae lona aa 10ur one hand tnowa 
what tile otller1 a dol..na, lt'• all rlgbt. 

1'hat 1a rl&ht, 7e1. (laugbl) YOU got it, 
But I hann' t talked to Marriner 7et to4&7. 

Fine. 

We'll let lt aettle down and do our bualneaa 
toaorrow. 
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B: 
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.Ul r1ght. . Well, I 111 t.elk t.o 1011 lat.er, 41eoua -
I'll t.alk t.o 1ou &rOUD4 fl•e o'clock. 

'fer>7 goo4, Hellr')-. 

I 
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H .M.J'r: 

operator : 

H.J4.Jr: 
GuY 
!{elnt 1n&: 

H.U.Jr: 

H: 

H. W.Jt•: 

H: 

H.li.Jr: 

H: 

H: 

H: 

H. li.Jr: 

H: 

H.li.Jr: 

( 
H: 

Rollo . 

llr. Rebering. 

Hello. 

Hello. 

Hello GII,J? 

Yu. 

A llr. GoUra ot St. LOuie. 

E4 Ooltra? 

W.bt.t7 

Dl Ooltra. 

December 11, l Q37 . 387 
3:05 p.m. 

Gol\ra. You remember be ueed to be National 
Ooamitteeu.nT 

Yel. 

Well, be Juat. c&JDe 1n and eaw .U.ag1ll and u and 
be g&Ye ae a long eto~ about 1ome case be '~ got 
aga1nlt. - to collect aome aoney tor boatl. 

rroa who? 

&oaa boat• that the Government owes h1m tor 
t1tt.een year•. So I 1&1d well why doea Ul.at attsct. 
ua. Wall, llr. Hugbee waa tbe lawyer and now i t '• 
oyer 1n tbe Dwight ottice, and - eo t.bat. hie oaee 
wouldn't be burt- be reco111111ended t.bat)IB accept 
a oheok ot llr. Dwight, eeet Hello. 

Which 11 pratt7 long winded eo I ea1d to h1a, 
I didn't want to be 1.1rpol1te but. I thanked h1a Y8t7 
auob tor hll adYlce, which I bad not aeked, 

t.llt.t the .. tt.er wae ent.lrel1 1n Cou1181oner 
HelYarlaa'• handl and that - I 41dn't care to 1nter­
tere in ant wa1 whatloeYer, and I wanted to t.ell 70u 
t.bat dlreot 1n ca•e he oame oyer and algbt. tell 10u 
•o••th1116 dltterent, 1ee? 

Yel. Wel l the whole altuatlon 11 - the Dwlgbt. oa•• 
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H. U.Jr: 
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H.U.Jr: 

H: 

H.IJ .Jr: 

H: 

H.U.Jr: 

H: 

H. L!.Jr: 

( H: 

H.IJ.Jr: 

H: 

:i.U. Jr: 

H: 

H.JA.Jr: 

H: 

H.U.Jr: 

H: 

H. W. Jr: 

H: 

( 
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wl11cm ooaee 1n daye of full tax and 1ntereet and 
l11e fr&l.ld penalt;r, I'd be willing to accept it, 
Nothing leu. 

Well, the matter 1e 1n ;rour hands. 

Yee. 

Beoauee Ur. Ooltra has the case pending w1t b 
Kr. Dwight ae hie law;rer. I aean it's one of the 
aoet ridiculous things I eyer heard of. 

Well, what is that, a war contract or something? 

Yea. War contract. 

Well -

Yea, but I -

Well I don't think that will have much influence 
on t hat tax case. 

Well, I just wanted to give it to you. 

I suppose he ' ll come over and see me now. 

EXactlY, but I wanted you to get it first hand. 

Yes. All r1gbt. 

How are you? 

Just fine. 

Anything new? 

No, not much of anything. The - I didn't oome 
over to talk to you about that other matter on 
Ruesell yet, but I will 1n a few days . 

Well, that's all r1gbt . When you ' re ready I'& 
ready . 

All r1gbt. 

Take care ' of ;rouraelf . 

You bet. 
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H.U.Jr: 

Operator: 

H.!A.Jr: 
R&ndolpll 
Burge88 : 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.lL.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.W.Jr: 

B: 

H.LI. J r: 

B: 

H.!A.Jr: 

B: 

H. W.Jr: 

Hello. 

or. Burgeu. 

Hello. 

Yes, Henry. 

Go ahead . 

December 6, 111~7 .389 
5:02 p.a. 

Well, I don't know whet her you've talked t o the 
boys here, but heari ng - the bonds are !i!teen 
t111les over-subscri bed, and the notes eleven. 

El.even, yea . 

Now they ! 1gure - t hat's about. a seven per cent. 
on the bonds and n1ne per cent. on the not es. 

Yea, and or course there ' s some more coming in. 

Well, no, th.is - no thi S i s, no, this i a f i guring -
no, based on experi • .noe. 

I see , yes. 

Now, they actuallY cashed bonds - the figure ia 
two b i llion, six eighty two. 

Yes. 
Notes - one billion, six ninety two, see? 

Yes. 
And t hat. may take - t.AeY go back, baSed on pr evioua 

experience . 

I see, yes. 
They arrive at that, and then we cut a little bit. 
ott, Just to be sure. 

Yes. Yes. 

see. 
well , that'• very nice. 

well , I'd a-r ao . 
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B: 

H.I&.Jr: 

B: 

H.U.Jr: 

B: 

H. ll.Jr: 

B: 

H.!A.Jr: 

B: 

H .!!.Jr: 

B: 

H .W,Jr: 

B: 

H.ld.Jr: 

B: 

H.!.I.Jr: 

B: 

c 
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Tba~'• go1ng to .aka a nice taate. 

Don't you think it ought to give them a good taate? 

011 111. yea. Yea, tha~'• the medicine that the 
doo~or prescribed tor t.be patient, I think. 

I think ao. 

I think t.hat'a right. 

Yea . Well thanke very much. We'll close t he ether 
th1ng Wedneada1 night. 

I think that • s r1g.bt . 

On t he exchange on the bcnde, t here's sixty three 
million 1n on the bonda, and tour on the notea. 

Yea , t.ba~'• mos t of that here. 

New you will talk t o me tomorrow about what you 're 
going to do. 

Yea , I think - I think the present outlook, I've 
talked to 1.1arr1ner and t he others a little, the 
present outlook is to take titty per cent in bonds. 

Yes. 
And t.hen tor t he balance eit.ber to exchange tor 
notes or to do acme aell1ng and buy other atutt. 

U.b.-huh. 

Now it we aell rig.bta, now ot course that aakea 
tho~e right& available tor somebody wbo want.e the 

bonds. 

Yea. 
so that - that hal a tendency to increase the 
subscription tor the bonde. 

I '• not crazY about that. 

Because you think it'd uPUt the market? 
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H.U.Jr: 

B: 

H.loi.Jr: 

B: 
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B: 
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B: 
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No, I - I - I don't like it t rom a etandpoint or 
the rederal Reaerve. I - I think you mlght be 
cri t i cized tor not cutting thea 1n. 

Oh, do ,-ou reai131 

Yea I do. Yee I do. I'd .auch rather aee ,-ou 
turn them 1n and then nll H, but I think that -
I think that it that 1a the oaee public, I think ­
,-ou•re aubJect tq critioiea. That ' s _,. otth&nd 
opinion. 

Well I don't quite see that Henry . 

Well, let me aek - let me aek Bell a minute, he's 
aitting here. uay I? 

Yea. 

Let me aak Bell. ( other halt sell their rights. 
Yea, aell their r1ghts. They've got e1ghty 
million, tirst thing turn in halt the bonda, eell 
the other halt. Think eo.) 
Hello. 

Yea. 

Dan aaya that - before I raised the question, he 
would have thought it's all right, but now tbllt 
I ' ve raised the question I've raised a doubt in 
his mind. 

Yea, I aee. 

see? And he'd like to sleep on it. 

well let's think about it overnight. I'll talk 
to you 1n the morning. I haven't talked to 
uarriner. I haven't called Warriner back yet 
beoauae I - he waa going to talk with the other 
tellow trom the Board. 

oan aa,-a whet would you do wi th the caah? 

Oh, we ' d bU7 aome other abort atutt. 

wouldn't let it - Dan aaya would you let it run 
ott? 
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H.Y.Jr: 

B: 

H.!t.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H. !.I.Jr: 

B: 

H.U.Jr: 

S: 

H.!J.Jr: 

B: 

H.U.J r: 

B• 

H. J.t .Jr: 

B: 

( 
H. U.Jr: 

- 4 -

Oh no, no, no. Oh, no. 

Wall, now t.llat. I '"• rahed the question, you -
you eleep on it. 

All right.. Fair enough. 

Now don't. - don ' t. misunderstand me. I mean - I 
say convert, and then it you convert., sell. 

Yee. 

But to sell your r .igbtB- Juet. my ottlland 
opi.nion, it Just. doesn't. taete good. 

Ot course, we've done it repeatedlY. I mean 
we've sold r1gbts tor one, we've bought note• 
thBt - it' s -

Well, I -

There's a lot or fellows here that want these 
bonds and can't get them -

392 

Well you could sell them- let's say- let's say 
you oonvert. it t1tt.y-titty. Hello. 

Yes. 

And then sold your bonds. 

Well, we want to keep some ot the bonds. 

well I mean sell whatever you didn ' t want. 

Yea. 

See. 
Well, we 'd like to keep forty mill ion bonde. 

well Just offhand when you give it to me fast, 
the idea of selling right& and not converting the 
Federal Reserve System, it Just doesn't taste 
right. Now you may have done it before, but I 
didn't happen to know about it. 

Yes. 

Seat 
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Yee. 

You aleep on 1t. 

Yea. Wall we'll aleep on 1t . I'll oona1der 1t 
troa \hat angle . I ooll!eu I haven'\ thoUSht 
Y81"7 auoh about. that. 

AD4 1t JOU oan tell ae that I ' • all wrong, whJ 
I'• w1ll1ng to 11tt the ban. 

I think 1t. would be wrong 1t there •e &nJ preaaure 
on the r!aht• aarltet but here tJlere'• Juat &nJ 
nuabar ot people who'd love to do 1t., who'd love 
to get tJloae riah\a, 1 ooa theJ want the bonda. 

Well., whJ not - - " -oonvera1on 1nt.obonda. 

Pardon ae. 

It - 1t t1ta Jour boolta because 1t would g1ve JOU 
a larger oonvera1on 1nto bonda. It would t1~ the 
book ot a lot. ot people who'd 111te the bonda. 

Well, let'• all aleep on 1t. You alght aent1on, 
what I ea1d, to Harr1aon, will JoU? 

All r!aht. Yea. 

!hank 7011. 

V81"7 good. 

'!'hanlt JOU. 

P'1ne. Qoodnlght . 
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Dll .. AATMENT OP' STATE 

ADVI81lR ON 

INTilRNATIONAL ECONOMIC AP'P'AIRa 

Deoeaber 6, 1937 . 

Wi ~II. reference ~o infor-1 ioqu1r1ee -de by the 

Treaeur:r Depart•ent of ~he Department of Sta t e regarding 

t he ren"al of an arrangement ~bat l'lae been in extatence 

f or eoae t i .. between the Treaeur:r Department and t be 

Chi neee GoYftDaent dee1gned to - i nt a ining the pari t y 

394 

of excb&Dge be~ween ~e Chine II yuan and the Aaerioan dollar, 

baYing in aind pa~ticularly the queetion whether in the 

e•en~ of the recogn1 t1on of a et&t e of war 'between China 

and .Japan euoh an arrang111en~ would be 1ncons11tent wi th 

t he poa1t1on of tbie Qo'\'ernaent ae a n~tral , the foll owing 

o'baft'\'a~ione are aa4e; 

It ie 1ncone1 aten~ with ~he atatue o! n~tra11ty !or 

a neutral &OYeruaen~ to aupply d1reotl:r or thr ough any so•­

er n.ental asenoy loan• or credit• t o a belligerent or ite 

agenc iea. The DepartiDint of St&~e bae 'been a .. ured by t he 

Treaeur:r Depart .. nt tb&t tbe arrana-ent in queetion cannot 

1n an:r aenae be reprded a a a loan or a credi t arrangeaent. 

The Departaent of S~ate likewiae undere~ande fro• t he Treae­

ury De.,artment t b&t eiall&r arr ang1111enta are in exhtenoe 

between the Treaaury Department a nd oer"in other countri ... 
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On thh baaia the Depart .. ot of State ia of the Yiw that 

the arr&D& .. ent co~ld not properly be oonaidered •• render-

111i thia Qoyernaent ~nnwtral in tbe eYent of Ue oooUnii&IICe 

after the reoopi t1oa of a etate of war between China ao4 

J apan. 

RoweYer, eince the arralll(•aot ia of a 110aewbat DOYel 

character, it 1e euggeeted that U would be adYieable for 

the Treawry Departaeot to retain -• freedoll of aoUOD 

1o the li~t of po .. 1ble future oont1ngecoiee. To tb1a 

end it u eua-eted to the Treawr7 Departaeot that it io­

ol~de in aoy erte~ae1011. of the arranaeaent. a proYieo that 

the erteoeion ia agreed to nbleot to •aoy po .. 1ble q~ee­

t1one of nntral1ty that a&J ar1ae. 1 

I n d1eouaa1one with the Chin••• ~thoritiee it ailbt 

be poi~ated out to th• that ae tar a e ou preeect l\ldp8Dt 

goes 1t 1a unll.lte1y that aoy euoll oonttngecoy will artee. 

E.f. : HJ' 1 Lft 
Le: GIDI 
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f'CDEAAL. RUIIRVE a ANK 

CW NIEW YORK % 
~1,. a 

DATI: 0HNIP 1, lll'l. oFFICE CORRESPONDENCE 

ro- co•nDIIIIAL I'Doll SUBJKCT1 fll.mQ!J OOI!JIIt!JQI Wftl 

L. W. lllell egr or "Ale&._ ___ _ 

Ill'. Ce.ftpll ..u .. •• 11110 ._.., m4 recruan .. \he' •• 

41apaMb ,. nw••tp lan.a4h- Oaa•bar. •cnbar at .... 

ot .. ,0001000 ot aal4. 

tbUI• wua Yal7 .-1-' ill -.ropa, ha aa14. Ia hat beN&" 

a UUla na:rlSJII. DoUva wan ottuad. Ia ha4 boqh\ \o._,. M 

tu tl,IOO,OOO. 
I 11l.-in4 abaat \ha D .. lr•oh loaD 11tl1oh Caripal UloUcht 

••• YBI7 ~~Qea1Ya tor the !r••l7· Be a4arnoo4 1\ na colq 

quih wall bat 414 110\ ao• --~ \ha .-unt ao tar •baol'ib ... 

It \wo \o tw ..t a Ult b1U10D tranaa were plaoad ot u, he thoqht 

t he frMIIUJ' ~4 be tal'• hapPJ'• 

La: a DC 
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Sccrrta~y of StatE 

Ua shinrton, 

75n, DEcE~bE~ 6 , 6 p, m. 

GRAY 

London 

Dated DecEmbEr 6 , 1937 

REc ' d 3:3~ p , m, 

FOr. TRK.'.SURY FRO! ' FUTTEP\70RTH. 

EVEn b Ef or E t hE s ilvEr f1~inG this morning thErE 

was discussion of the poss ibility t r a t J apan might ac­

quirE lar8E quantitiEs of silver i n China which thE 

UnitEd StatEs mi!;ht be unwilling to purchasE at thE 

prevai l ing ,ricE , This bad thE Effect of making fix­

ing diff icult and when no AmErican support was forth­

con ing thE oricE dEcl i nEd onF penny, ~rican purchasEs 

aftFr fiT.ing have so~Ewhat strEn~thcnrd thE positi on 

but thE rEduction i n pri c E ant< t'lE concurrent wcal<Ening 

of thE dollar havE calleG. nttEntion to thE situation, 

Kindc!'s lEy' s annua l l'EViE'.¥ 'in thE Economic .Journal 

of British ovcrsEns invEstmrnts has just appeared, 

Br i tish incomE from f oreign invEstments in 1936 was 

pounds 1!~4 ,000, 000 , an incrnsE of pounds 12, 400, 000 

ovEr 
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over that of 1935 and or pounds 34,300, 000 over that 

of 1933, but still pounds 46, 900, 000 bElow thE lEvEl 

of 1929. WhErEas , in the }'Ears 1929-34 British sub­

scriptions to nEw oversEas is"uEa EXOP.EdEd rEpaymEnts 

by rouncs ~4, 500 , 000 a year, in 1935 thErE was a nEt 

repaymEnt of 30, 000,000 pounds and in 1936 a brt repayment 

of 46, 0001 000 pounds . ThE "Financial News" comments as fol­

lows : "ThESE figurEs mEan in short that our most regular 

and most satisfactory sourcE of incomE !!! gradually 

bEing ~topped up. They mEan that thE gEnEral policy 

of lack of EncouragEmEnt to forEign i~sut which thE 

British GovErnmEnt bas bEEn following Ev~r sincE 1932 

has bEEn too successful and that if it is allowed to 

r.ontinuE it may haVE unfortunatE EffEcts upon our 

balancE of tradE and our standard of lifE . As thE 

dEbtor countriEs bEcomE ablr to financE thEir own 

capital dEVFlopmFnt of ~ourcE wF shall havE to accept 

somE ultims.tE d1.min\ltic-n of our rECEipts from thEm. 

But that is no rEason why Britain should not still 

f1 nancE thE baclcward countriEs which arE unablE to 

financE thEmoclvEs . This job of financing may involve 

changcs 
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rl, _.n(:En 5.n our mnchinrry of forEi3n invEs tmEnt ; thtrE 

1.0 ~v• ry rEason tbErrforr why the-sE ch:mgrs should bE 

dl:HU9S£c! :m~ !·ut i nto EffECt O.S llOlfl :1$ >OSSibl£
11 

• 

~E tha t as i t may t. rrirn~ort~tion of cc~itul 

to• Et1:1Er with n rrductivn in thE am<-unt of rrinvrst-

"" mrnt :lbrl Cd u ould stErn t<. h.• vE bEEn incidEnt to thE 

buildine: up d ' a srmi- pErl'":m•nt gcold su)J;ly. 

Vf'lC 

0' 1 
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RB GRAY 

Paris 

Dated December 6, 19S7 

Rcc ' d 5:24 p . m, 

SecrEtary of StatE 

rlash1ngton. 

1703, Deconber 6, 6 p , m, 

FOrt TREASURY. 

Business today on the cxcban.:sc market hEre bas 

beEn on a very rcstric t ed scale , Sterling was traded 

:l.n al•ound 147 , 9 and the dollar around 29. 44. The 

fund left the market almost entirely alonE . 

aentcs opened 30 to 40 centimes down, 

A sccon~ repayment installment of approximately 

8 , 000,000 pounds was made by the Frc~ch Treasury on 

Dcc E1IIbtr 4 in connection with thE credit of 40, 000, 000 

pou."'ds 5J'Cntcd by London bonl~n to t hE Fr ench railways , 

according to a comnr.Uliqu~ i aa U::d by the 141n1stry ot 

Finance . ThE communiqUE stated that "thE necessarY 

currenciES for thE rcpayr.u:nt, o.mcunt1ng to abOut 

1 , 200, 000, 000 francs werr. ronitt.cd to the Treasury 
\ ' 

in E~chAOS£ for francs by thE exchange equalization 

fund, This brings to ab~tt 2,1oo,ooo, ooo the repay­

ment made 

Regraded Unclassified



, 
L\-o\ 

RB - 2 - llo. 1703, DEcembEr 6 , 6 p . m. from Paris 

mEnt mad<, for whtch i t ~as not necessary to draw on 

thE gold reserves or thE Bank of Prance . • OthEr inatall­

m£nt s on the same amount arE duE on DEcEmbEr 12, 19 and 

26 . 

In rEfErri ng to thE French financial and monEtary 

situn.tion at Belfort yEstErday MonsiEur Bruntt , UndEr­

secrEtary for Finance , is rEpor t ed to havE sta tEd that 

"the GovErnmEnt would not tolEr::.tE abuses and would lmow 

how to t akE all nEcts3ary mEasurEs to repress them. Tht 

Government would lmow how to dEal ni th thE difficulties 

which sto.nd i n tllE "ay of FrEnch nntional Economy, and 

would 3EE that thE 1938 budgEt was votEd by Parl iamEnt 

bEfOrE January 1 . FurthErmorE, thE MinistEr indicatEd 

that bills relating to pEnsions tor aged workers , agri­

cultural dioasters, and thE hi~ing ond dischar giD3 of 

labor uould be reedy for prEerntntion to Parliament bE­

forE the End of thE yEar. 

It is stattd in thE prEes that as conctrns th£ 

servicE of certain loan~ issuEd in France by Yugoslavia, 

agrEemEnt on basic points covering a nEw moratorium ,criod 

dating from octobEr 14, 1937 to OctobEr 13, 1938 bas been 
It is also 

rEacllEd with thE FrEnch committEE or holdErs . 

indicatEd 
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indicatEd that about 25, 000, 000 francs Will b£ stt 

nsidr each yEar for thE amortization of all Yugoslavia~ 

loans issuEd hErE . It is addEd that thE payments to b£ 

mad£ in accordancE ".11th thE agrccmrnt will carry an Ex­

changE guaranty 1n favor ot the pound. 

S!!S 

NPL 

BULLITT 
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Decaber 6 1 1937 
Kondq 

There waa aoae 4e111i'1' ln rw.a,; the price ot dher ln the 

London market todq owl~~~; to uncertaint7 abroad u to the tate ot 

the u. s. Silver .let and t he London Sllver .A&rell!lent of 1933, wlllch 

upirea at t he end ot thil year . 

Iotter an hour ot 118f!Ot1at1ona between the brokere t he price ••• 

ut at 18 7/16 pence, equhalent ot 41.50; in .... tork tenao • 

.Uter the tuiJ!C, 1,000,000 oune" wao ottered to uo at the 

tlx1~~~; price, which the secret&.r7 1notrueta4 be purellaoed. ortero 

over the market ti:dlll; prlee were 4eellne4. 

'l'be secretary wlabed to be ln a poeltion to Worm senator Pittman, 

or aJI70Dt else 1ntueata4 in the .tlver proq•, that we ha4 accepted 

IIIJ ott era ot ail ver 11&4e to uo at t he tl:.dQt price. 
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FOR RELEASE , IIORNtliG N!WSPAPl'RS 
!ll~on~~~Y~·~Do~c~o~n~b~e~r~6L' ~1~9~3~7~.----­
l2/4/'J7 

' 

Yaahin&ton 

Fl"ess Service 
lie. ll-83 

40~ 

Secretory of the Treasury llcreenthou ia tc~ otferinc fc~ aubacripticn, 

at par and nccrued interest, thro~'l the J'ellernl Reserve banks $250,000,000, 

or therenbouta , of 8-year 2-1/2 percent treaiUlT bonds cf 1945, and 

$200,000,000, or thereabouts , of 5-year 1-3/4 percent Trusury notea cf 

Series c-1942. 'l'he ho1dera of 2-5/8 percent Treasury notes of Soriea .A.-1938 

oaturil18 February 1, 1938, are offered the privilege cf excllan&ing ouch 

mnturi114 notes either for the Trenaury bonds cr the Treasury notes, the 

excl!an&o to be lllade par for par lli th nn adjuetment of accrued interest na 

of December 15, 1937, and to the extent ouch oxchana• priviler,e ia avniled 

of, the offering of bonds or of notes ~~ be increased. 

'l'he 2-1/2 percent Treasury bonds of 1945 nov cfferod for cash, and 

in exchange for Treasury notes anturinc l'ebru4TY 1, 1938~ will be dat ed 

Dec(IQber 15, 1937, and vill bear 1ntoreat froa that date at the rate of 

2-1/3 percent psr aJL"'IlD ps¥8b1e aecinnnuall.T· The;r rill nature Doc0r1bor ~. 

1945, and dll not be subject t o call for r~darlption prior to caturit,y. 

ln viov of the cooperatively acall aile of the iaaue , ond t¥e earlY J:lllturity 

date, no provision is lllade for redaoption prior to maturity. 

'l'he l-'J/4 percent Treasury notes of Series c-1942, also offered 

for 94th, and 1n exchange for Treeaury notee maturing l'ebrua17 l , 1938, 

will be dated Deceabor 15, 1937, and will boar intereat tron tha~ 

date at the rate of 1-3/4 percent par anmm ps¥8b1e aeciannuallY• 
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'!'hey wUl 1116ture December 15, 194", -~• will b ~ ~~ not e subJect to 

CAll for redemption before thRt date. 

'!'he Treasury bonds and. the Tre,.aucy notea will be accorded. 

the &Nile exemptions from texation as uo ,.ccorded other ieeuea 

of Treaaucy bonds and Treasury notes , reepectively, now outatand­

ins. 'l'heae provisions are specifically aet forth 1n the official 

cireulnre issued today . 

The Treasury bonds will be iuued. in two forma, bearer bonds --with intereiil' coupons attached. , and honda resioter ed. as to both 

princi!)Al and. inter es t; both foroa will be issued in the de:ICCDiM­

tiona of $50, $100, $500, $1,000, $5, 000, $10,000 end. $100,000. 

The TreAsury notes will be iss~ed only in bearer form with coupons 

attached, in the denominntio~e of $100, $500, $1,000, $5,000, $10, 000 

and $100, 000. 

3ubacriptions will be received at tha Federnl Reserve banks 

IUld branchea, and e t the '!'rea suey Del'l\rt:oent , 'llo.ahin&ton. ~.nkin& 

instit~tiona generally mo.y sub=it subacriptiona tor account of 

customer a, but only the Federal Reserve banks and. the 'l'reeaury Di!pftrt-

men t ar e A~thorized to ~t ae officiAl asenciea. Cash subscriptions 

from bnnka and trust compeniea f or either iaa~e tor thei r own acco~t 

will be received without depoait but will bg r estricted in each ceao 

and tor ench offerin& to an nmount not exceeding one-helf of the 

combined capital ~d surplus of the aubacribin& bank or trust canpnn)' • 

Caah a~bacriptioce !rom nll othera must be nccompenied by 10 percent 

ot the amount of bonds or note a applied f or, EJ<cbf\nse aubscr ipttona 

f or eHber bonds or notes should be accOCIJ)Niied by a like f~e r..oount 
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of 2-5/8 percent Treasury notes of Seriea A.-1938 tendered in pl',yment . 

Tho right is reserved to cloae the booka ea to aQT or all aub­

scriptions or cl~ases of subscriptions et AD¥ time <1thout notice , 

either tor tho Treasury bonds or the Treaaury notes nnd with r espec t 

to the cnab offering or with respect to t be exchange offering of 

either . Subject to the reservnt iona aet forth in the official circu­

lars, ell ceab aubscriptions will be rece ived subject to allotment 

end exc~e aubscriptiona will be allotted in full. 

Payment for an;y bonds or notea allotted on cnah subscription• 

muat he mllde or cocpleted on or before December 15, 1937, or on ~ter 

allotment. 'l're&aury " otee of Seriea J...l9Ul , mnturing Pebr.lRT)' 1, 1938, 

4Dl) 

with coupon due Pebru.".r1 1, 1938, f\ttMhed, will be P.ccepted nt par 

in p~ent for an;y bonds or notea aubaeribed for and allotted, nnd 

accrued interest on such notes from August 1 to December 15, 1937 

( $9. 701087 per $1,000) will be pnid following their neceptnnee. 

Special Treasury bills aggregating $450,000,000 mature tmmedlatoly 

after December 15, and about $158,000,000 interest on the public dobt 

becocea p3¥f\ble on that .V.te. 2-5/8 percent Treasury not·e• of Seriea 

J.-1938, maturing :rebru-.ry 1, 1938, in th" eoount of $276,67!! ,600 are 

now outstanding. 

The texts of the officiRl circular& follow: 
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UNITED STATES OF AlmllCA 

2-1/2 PEIICINT TREASURY BONDS OF 1945 

Dated and 'bear ing intereat trOl!l Dececber 15, 1937 nte Docen'bor 15, 1945 

Interest pqa'ble June 15 Md Decen'ber 15 

1937 
Departoent Circular No . 679 

Public De'bt Service 

'l!llltASURT DEP.\RT'.!E!IT, 

I, Oll'»>IIIG OF !lOIIDS 

Office ef the Socroto.r;-, 
Washington , Dec~~'bor 6, 193? 

1 •. The Secretary or the Troasury, pli'BWIIIt to the authority of the Second 

Libert;y Bond Ac t , approved Septenber 24, 1917, u ~~~:~ended, invites subacr ipUcna, 

at p:u- and accrued inter cat , f r o:> tho people of the UDited St.'l.tes for 2-1/2 per­

cent 'bonds of t he United Statoa, designnted Tr et'aur7 Bonds or 1945, The Mount 

of tho offering is $250, 000 ,000, or thereabouts , nith the r illht r eeervod tc t ho 

Secretary of t he !lreaaury to 1ncree.se the offorin& by lll1 ancunt eufficient to 

accept all 81lbscript ione for llhich Treasury llotoa of Series .A.-1938, ..,.turioc 

February 1, 1938, are tendered 1 n peyoent and accepted. 

ll . DESCRIPl'ION CJl llONDS 

1 , The bonds will be doted Dececb~r 15, 1937 , and will bear i ntereat from 

that doto at the rato of 2-l/2 percent per annum, pll(la'ble se<~ia.nniUlll.T on Juno 15 

and Dececber 15 in each year. Th~ r:ill =ture Dec81'lbor 15, 1945, nnd will not 

be aubJect to call for redempt ion prior to a3turity. 

2 . Tho bGnde ahall be axaapt, both aa to principQ} and interest, f rom all 

taxation now or hereafter imposed by the Uni t ed States , any State , or any of t ha 

po•eeaaione o! t he United Statea, or by anY local t axin& authority, except (e) 

eatate or inheritance texoa , or gift taxes , and (b) gl'l\<lwltod additional incoae 
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taxoa, commonly known a• IIUJ'taxoa, and exceu-prof1 te and war~protih t axea , now 

or hereafter illlpoaod 'b7 tho United State a , upon the ~nco~:~e or profit a of 1nd1-

v1duala, partnerahipe, a11ooiationa, or corporation,, !he intereet on an GDOUnt 

ot bonda ~thcrbed by the Second Liberty Bond .let, approved September a., 1917, 

ae amended, the principal of which does not exceed 1n the aurepte $5,000, owned 

by nn:r individual , portnerehip, aasociatio~, or corporation, shall bo exempt troo 

the t~ea provided tor in clause (b) above, 

3, The bonds will bo acceptable to aecuro dopoai ts of Jlllblie DOno;re, 'but 

will not bear the eireulat1on privilege end will not be entitled to M:f prh'llep 

ot conyeraion. 

4 , Bearer bonds with intorest coupons attached, and bonds regiatered as to 

principal and interest , will ~e issued in denominntiona of $50, $100, $500, $1,000, 

$5,000, $10, 000, and $100, 000. Provision will be made for the interchans• ot bond• 

of different denoainationa and of coupon and r e«i•tered 'bonds, and tor the trane­

far of r egistered bonds, under rules and r 81;Ulat1ona prescribed by tho Secretary 

ot the. Treasury. 

5, The 'bonds will be subJect to the gonerGl r&b\llations of the 'rfoaaury 

Department , now or hereafter prescribed, governina United States bonda. 

III. SUBSCRIPl'IOll AliD J.I.LOTIL!JlT 

1, Subscriptions will be received a t the J'ederal Reserve banlca and brancbee 

and at the Treasury Department, 'fashill&ton. lleJlldDg insti tut1ona pnerallY '1>/!q 

euboal.t eubscripticna tor account of custonera , but onl;r the lecl.eral Re,IM'e banka 

and the Treasury Department o.re author ized to act oa official ogenciea. Others 

tian banking inat~tutiona will not be percittad to enter subscriptions except tor 

their own account. Cash eubacr1ptiona t'roo 'banlca and trust coap.u>ieo for their 

own aoeount will be received without deposit 'but will be reetricted in each case 
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to Ill\ amount not exceedinc one-half of the conbined capi to.l 111\d 8\ll'plue of the eub­

acribir.g bank or truet COmJ)MT, Ce>ah subecriptione from o.ll othera mue~ bo 

aecemponied by ~ont ~f 10 percent rf the ll!XUnt of bends applied tor. 'lhe 

Saeretar.r cf the '1'rea8UJ7 reeervee the right to clooo the books as ~ any or o.ll 

eubocriptions or claeaee of oubecriptiona at t1DT tioe without notice, 

2 . The Socretary of tho 'l'raaeury resorvoe the right to reJect any eub­

aoription , in whol e or i .n port, to allot lees thlll\ the noount of bonde e>pplied 

for, to llltlke allotcente in full upon applice>tiona for smo.ller =cunte and to 

meJce reduced allotl:tenta upon, or to reJect, application• for ll>rger aoounte , or 

to adopt any or all of eaid oethcda or aueh other oethoda of allotaent al>d clani-

1'1e~>tion of allotments aa ahall be de""ed by h1o to be in the p>blic interoot: and 

his action in any or all of thoae respects eball be fineJ., SubJect t o thoae 

reservations , subscriptions in payDont of which Tree>Bury Netes of Soriea A-1938 

are tendorod will be allotted in fUll, Allotnont notices will be sent cut 

promptly upon allotaent, and the basis of the o.llotcent vill be publicly announced. 

IV. P.lnmN'I 

1. ~ent e>t per Md accrued interest, if any, tor bonds allotted on cnoh 

aubscriptions must be node or ccmpleted en or beforo Docember 15, 1937, or oh 

later o.llotment . In avery ce>ea where p~>;yment is not so completed, the paynent 

with application up te 10 percent of the DZ>Ount of bonda e>pplied for aball , upon 

declaration cada by the Secntary of the 'l'reaeur:v in hb discretion, be forfeited 

to tho United States. J.D:r qualified deposital7 will be permitted to aal<o p11,7'M11\ 

by credit for bonds allotted to it for itself and i ta cuatomara up to aDY anount 

for which it shall be qualified in excess of sxiltinc depoal.ta , when oo not1t1e4 

by the Federal Reserve bank of ita district. Treasury llotes of Serio• A-1938, 

aaturing J'ebruar:v 1, 1938 , w1 th coupon dated J'ebru.ar)' 1, 1938, attached. will be 
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accepted n t pe.r in pa.yment tor ocy- bonds subscribed for 1111d allotted, and llCcrued 

int~rest on the oaturi~~& notea froa Augus t 1 , 1937, to Deceobar 15, 19~7, 

($9. ?01087 per $1,000), will be paid following acceptance of t he not oa . ~ent 

thr~ surr ender of 'l'reawur7 lfotea of Seriea J..-1938 ahould be onde when the w~ 

scri pt ion is tendered. 

V. GliNEIU.L PROVISIONS 

1. J..a fiscal ~ants ct the Uhi ted States , J'odera1 Reserve banka are ®thol'-

ized and requested to receive subscriptions, to aake ollotaenta on the boaia and 

up to the amounts indicated b7 the Secrottt.ey of the '1're&wur7 to the J'oder&l 11.-

serve blulks ot the respective districts , to iewe Bllotcent ncticea , to receive 

P87ment for bonds allotted, t o nake del1VeJ'7 of bonds on tull-poid subscriptions 

allotted, llDd they ~ iaaue interim receipta pending delivery of the definitive · 

bonds , . 

2 , The Secretary ct the 'l'roo.sUTJ cJ>:1 "t arq tiae , or froo tiae to tioe, 

prescribe suppl aoental or Dlllendstoey rules and r e&Ul&tiona govorjdng the otrerin&, 

which will bo cOCE!Wlicated prooptly to tho 7oderal Reaerve benka, 

II!!NRT IIORG!NTILW. J1!, I 
Becretnry of the 'l'roaaur:r• 
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IJBITJ:D S'llT!:S OF AICIRICA 

1-3/4 PZROIIIT TRIASURT NOTE; OJ' SIRIIS 0..1943 

Dated and bearing intereat trom Deceober 15, 1937 rue Decenber 15, 1942 

Interest p8111ble June 15 and Doceaber 15 

1937 
Department Circular No . 580 

Public Dobt Service 

'I!B.WUI!T DEP..\RTIIENT, 
Office of the Secretory, 

Washington, Deceabor 6 , 1937. 

:!'ebruary l , 1938, are tomdered 1n ~ent and accepted. 

II . DESCRIPl'IOll OF l10TES 

l . The notes will be dAted Deceaber 15, 1937, and will bear intereat from 

tho.t dnto u.t the rate of 1-3/4 percent per annum, ~Able aemie.nnually on June 15 

and Dece:>bor 15 in each yanr. 'ftter 11'111 ou.ture Dececber 15, 1942, and will not 

be subject to call for redenption prior to oaturity. 

2. The notes shall be ex8li2J)t, both as to principal and interest, trom all 

truration (excopt oatete or inheri tone& texes, cr gift taxea) now or hereAfter 1• 

poaed by the United Stotea, on;y State, Of ~ of the poaaeasione of the United 

Stotea , or by on;y local tnxing author ity. 

3 , The notes will be accepted u.t par c!uring auch tine end under such rulea 
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and recuiaUons aa aball bo prescribed ,.r appr oYad by the Secretary of the 

'!'roasUl')' 1n p831Dent of income and prof its taxes p&¥&ble at the catur1ty of the 

no too . 

4. The notes will bo aceopteble to secure deposito of public moneyo , but will 

not bear the circulation privilege. 

5. :ilearer not.ea with 1nt oreat coupons attached will be iosued in deDoa\­

nations of ~100 . $&00. $1,000, $5.000, $10,000 and $100, 000. The DOtes will not 

be 1aoued i n regis to red form. 

III . SUl!SCRIPTION Aim ALLOTIC'JIT 

1. Subocrintiono will be r eceived at tho Federal Reoerve banks and brancheo 

and at the Treasury De,ar.tment , Washil\gt on. Bl\lllcing institutions generally may 

a.ibmit oubscript ions for account of eua tocers , but only the ?edersl !14aPrve bl\lllcs 

and the Treasury Depnrtment are aut.horized to act no official at;<)nciee. Othero 

than banking institution• will not be permitted to enter aubacriptiono except for 

their own account . Ca•h oubocriptions from banka ~d truot compnniea f or their 

own account will be received without deposit but will be r estricted in each caoc 

to an &:~ount not exceeding one-halt of the co:Abined Cl'.pital ~nd aurpluo of the 

eubscribing bank or truat c~. Cash subacriotions fro= All others must be 

ar.companied by pAYMent of 10 per cent of th~ amount of notes applied for. The 

Secre tary of the Treasury r eaerves the right to close the books •• to any or all 

aubocr1pt1ona or cll\ooea of oub3cri;>ti ona 1\t 1\ny t1u>e wi tl'.out noticP. 

2. The Secretary of the Tr~aury r eaerveo tho right to reject any oub-. 

scription, 1n whole or in part , to allot leu thl>.n the amount of notoo applied 

f or, to oelc:e allotment s in full upon eppl1C8t1oos for mr.ller amounts end to 1111\ke 

roduco4 allotments upon , or to reject, appli~tions tor l~xger ~ounte , or to 

adopt nny or all of oAid methode or such other method• of allotment and elaeo1-

t1eation of allotment s aa sbnll be deemed by him to 'oe in the public intereat; 

~d his action in ftny or al l of thea~ r espects shall be finnl . SUbject to theee 

reaervaUona , subscription• in P"J'll'ent of which TreaeUl')' llotes of S•riea A-1938 

are undered will be e.llon~d 1n full . 
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Allotnont notices will be aent cut prooptl~ upon allotment, and the baoio ot the 

all ot ment will be publicly announced. 

l . ~ent at par and aeerued interest , it anr. tor notes allotted on eaoh 

oubocr ipUons oust be !'lade or coapleted on or befor e Decat~ber 15, 1937, or on 

later allottlent . In evoey case where P3311ent 1o no t sc conpleted, the po;rt~ont 111 th 

application up to 10 per cent of the lll:lount of notee applied for shall, upon declar­

ation ~e by. the Secretaey of the Treasury in hie diecretion, be forfeited tc the 

United States. Any qualified depositaey will be pernitted to cake ~eat~ 

credit for notes allot ted to it tor i h alt and ito cuo tocers up t o t>r:t aaount for 

which 1t ahall be qualified in exces, of existing deposits , 1then ao notified by the 

J'ederal Reeerve bonk of ito district. Treasury Notes of Series .t.-1938 , ~:~&turing 

J'ebl'Ulll7 1 , 1938 , ,with coupon dated Februaey 1 , 1938 , a ttached, vill be accepted 

at PBli in :pB3l:lent for anr notes oubscr ibed for and allotted, and accrued intereat 

on the ~:~a turing no t es from Au&uat 1 , 1937, to Decenber 15, ~37, ($9, 701087 

per $1,000}, rill be paid tolloll'ing acceptance of the notes. Pa1nent threw> 

surrender of Treaauey lloteo of Sarles .l.-1938 ahould be ::ada when the oubocr ipticn 

1a t ondered. 

V, GENERAL PROVISIONS 

1 . A.e fiscal nt;enh of tho United Stntea, Federal Rosorva b!U'.ks are autho:r­

hed and requested to receivo aubscriptiona , to oake allotoenta ~n the beail and 

up to the aaounts indicated b;; the Secret41'1 of the 'l're.uur,v to the !'adoral a.. 

oane banks 

~nt for 

of tho r eopective districts , to iooua a llotoent notices , to receiYe 

noteo allotted, to oake delivor,v of notea on tull- paid oubooriptiono 

allotted, and theY fJtlq 1oeue 1nteril:l receipts pendin& delivery of the 4et1nit1ve 

notea. 
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2. '!be Secret&r7 of the 'l're&IUlY nq ~>t M<f t ine, or fret~ t ime to tine, pre-

scr ibe supplemental or lll:lendatoey rulea and r e,e;ulo.tiona governin& the offering, 

which will be communicated prooptlf to the Federal Reeerve banks , 

!1311RY IIORGE!I'l'B.I.U I JR. I 
Seeretaey of the 'l'reo.suey, 
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