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Book Pap 

.lNoe1a\ed Claa u4 n.ovio 0~ 

o.cre•- s-ra (or B.~) propoMa Mttl-.t 

to lllllrJ lllllr tella bere - propollitiOD baa b­

oftencl h1a tllrM tiMe llitbln lut t• dq8 -

12/9/37• • ••••• •••• • •••••••• ••• •••••••••••• ••• • •• • ••• •• • OI 17) 

- B-

Bauk tor IaterutiOD&l s.ttl-te 

CoohraD, UJICIIl retllftl to Parle troa UnJ.ted stat .. , 

repcrte tbat Sobaobt recret• lieMTer bae acnooated 

Beohler ae c-eraJ. UDt.pr tor B&lllt tor Iat.lnultiOD&l 

s.ttl.-.tiJ O&DDot aupport h1a but failure to 

npport a Genwl cu41date wUl WMicu bie (8oh•oht1e) 

po•1tioo turtber- 12/9/37 • •• •• ••• •••• • •• • •• ••• •• •• ••• 

Coohrua &lao reporte tbat Founder and lieMTer wUl 

OODeult 800D 1D BaeelJ J'ournier to O&rr7 oat threat ot 

~ rr.oh deposita u4 P'reDch p&rtioipetiOD u4 

~Tell ot nopei11Dc whole qu .. tiOD or reperetiODa b7 

re.oYiD& J.aac-ters Frtllloh tunde placed 1D B&lllt Wider 

tbe YOUIIC plall, it 111-7er Jllrliste 1D bie ..,.. tor a 

Ger8aD ~ 8&D&Iar - 12/9/37 •• ••••••••••• •••••• •••• 

Belci• 
Lou ot 1:5 llil.liOD at ~. aaturillc 1960, &rr&Jl&ed tor 

Belci• Cloftrueat 1D Looclon - 12/13/J7 •••••• • •• • •• • •• • 

Barle, Adolph, Jr. 
See llexioo 

Bll&lnell COilditiODI 
See abo Great Briteillt UuaployMilt 

• • Purcbaaillg, GovlrllMilt 

• • llll•pl~t Reller 

FDR tells lllllr •wbole attitude ch&llged after a clq a'IIQ' 

troa Waeb.qt.OD0 J lllllr gatbere rtll tbilll<e "thillge are 

Dot eo bad•- 12/7/37 ••• • •• •• ••• ••.• •• ••• •• •••• • ••• •••• 

rtll u4 lllllr qaln diiiCU.I'-~-:- .1:1/8/3.7 ................... .. 

lllllr aalte llaq' • eoooo.iet,..""6lir\~ cet, •oh welt, 

aotll&l oa& ealee ot leadill& departact etort~e - 12/9/37 .. 
a) Beo.-mdeticu 1e ~at request co oat onr 

lllllr1e O'llll eigllature 
b) List ot stor .. to which tel egru 1e -t - 12/8/37 ... 

Collte..-oe OD cyo1111&1 exp&lleiODa &lld OODtraotiODe or 

bulneea aotirttTJ preMDtt lllllr, 'Jeale7 IIJ.tobell, 

.lrtbur r . Burna, Baa a, &lld IIJ.se IU.oheller - 12/ll/J7 . .... .. 

a) latica&l. Bv.reau or EcOD .. io ReiMroh _rud_. ..... . 

uo 

uo 

325 

121 

192 

233 
2.47 
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Boot Pap 

Clliu 
HMJr-Feit conver .. tioa- 12/7/37. . .. . ... . .. ............. . CI 

a) IIIIJr doee no\ f-1 S~te Depart.ct b.u giYm 

Treasury olMII-out an-r 
b) Background coocemillg Chial1g lt&l-ahek'a preeent 

poaitian glTeD by Peia 
IIIIJr tella nlR pr&Milt e~twu Onited states bae &p'&&d 

to b~ fifty alllioo oUDcea or aU ver over the next 
ten weeke but Treasury ie awaitillg State Depart~~e~~t 

adnce before g1 v1llg extenaioo of right, expirillg 

12/Jl/37, to borrow foreign exoballge - 12/7/>7 ••••••••• 

State Department aemorlllldua diaouased by FOR and IIIIJr -
12/8/37 ..... .. ...... .. ........................... . ... 0 •• 

Civilian Cooael"t1lt1oo Corps 
See Un•plO)'IIellt Relief 

Cotton 
Jones letter stating tbat Co..odity Credit Corporation 

0&11 au. 10&11& Ollly oo those c.-odit.iea deai£11&ted 

by the Preaident; beoauae of large illveet.aent ill 10&111 

on cotton, the Corporation will undertake advertisillg 

O&JI!pa.i&ll to illoreaee conauaption if FOR, IIIIJr, and 

Wallace ao request- 12/7/37 •••• •• ••• • ••• • •• •••••••••••• 
a) IIIIJ'r so in.fo:r11a FDR • •• •• ••••••• , • •• • ••• • •• •• ••••••• 

b) FOR suggests that be go on tbe air •••••••• • •••••• • • 

c) Proposed FDR letter to Jooea ••••••••••••••••.•••••• 

S-.ry or situation ae or 12/13/37 .. ........ .. .......... . 

Cuba 
See Latill America 

Cunlnga, Hoooer S. (Attorney General) 
Hopkine tells !IIUr To~ Corcoran •ia out to get the 

Attorney General"- 12/8/37 ••••••••••••••• • ••••••••••••• 

-,-
Fechner, Robert 

See Un•ploy-.t ~r 
Federal Deposit Insurance Corporati<D 

Financial positioa dieouesed b;r IIIIJr, Taylor, and Barrie -

12/9/37 •• •• •••••••••••••• - •••••••• •• •••• ••••• ••••.•••.•• 
Pederal~te Yiacal Rel&tiooa • 

llaglll tells IDIJr problea •appears to be ready for an 

attack on a broad troat•- 12/9/37 ••••••••• • •••••••••••• 
Pin&lloing, 0o'r8l'IIMIIt 
~37- Closillg of aubaeriptioa book•- 12/7/37 •••••••• 

~gees CODYereatioo- 12/7/)7 ••••••••••••••••• •••••• 
a) Federal Reaerve operations diacuesed 

BMJr-Bell OOD•eraatiOD- 12/7/J? ••• •••••••••• • •••••••••• •• 
a) IIIIJr tella Bell , b-- ot poaitJ.oD take with 

Federal ReMrva, ba think& •we sbould cODTart 
all or our note• and th• it we want to sell 
attar Tburlldq, we oaD0 

70 

66,70-C 
67, 70-B 
70-B 
70-11:, 71 

276,278 

175 

166 

164 

1 
2 

ll 
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look 

Fiii&Doiq, Gova mt (Cclllt.111.11od) 

_,~t..-. ocavezaaU~ - 12/7/3?. . . ... ...••••••. •. ••• 01 

a) Fod8NJ. Bo-=- .,..Ucao 

lllr-loolee coaYeraatiOD - 1217/37· ·· ••••• ••••••••••••••• 
o) llllrcooa U4 N14 ., aUliae t4 tile ri&bto ud 

~t Corporotiae bad otteHCI to tab t11o 

_..] •noo bot ore obaqo 111. pluo 

b) n..- 11 -to •••=t t11o tTs a1lliae 111.to 

bCIIIdo" 
o) lllll:r 41oouoo• pro-t eit~~at.iae with Bvcooa ••••••• 

Jw:rcen 11"• Mrtet. n~- 12/1/3? .••••• . .•••••. ••• ••• 
llo:r:ril ,...,_ ot •J or tiDino!JIC opont.iaeo, 

Deo.-ber 1933 t o 0.0.-ber 1937 •• •• •• •• •• ••••••••••• • ••• 

Caet-M ~ ·~t of Doo.-_. 1SVa 1-

ud ~ up ot fi'OUIII'7 bUlo"J JII'O-t• lllll:r, !q1o:r, 

Boll, O.otae, 8elt1W', 1Ul17, ud llo:rrio - U/10/YT • •••• .,.... 
8eo 11\ablliatiae 

-0 -

~ 
Coebi'OD, 11pca ldo I'Otllnl to Pub ~ lllllitocl statoa, 

:ropo:rto tllot Sebaabt, topt.ho:r with Jllaloo ud lloooiJic, 

llil two !OYO:rito aoliotollte, wUl loaTe tllo BoiabtbiiDI< 

GD !pril ~ - ~9/37• •• •••• • ••••••••• •• • ••••• • • • ••• · 

Sobaabt :roc:rot• that lima;pa boo ~to4 JIMblo:r u 

,_a]. MMCU tor llaDit tor Ia~t.iClllal Settl-hJ 

-t ouppo:rt ll1ol b. !allan to oappo:rt • o..-a 
oad14ato wUl -ha bil (8obaabt.1o) podt.ioa ta:rtbo:r -

~9/]7 •• ••• •• •••••••••• •••••••• •••. ••• •• ••••••• •. •••••• 

Gol.4 
8eo Japu 

Oovawt ICIIId lla:rut 
J:ooloo ud llll:r diiO'DH Fod8NJ. BoHne lui< N Jnou ud 

plll'ObaMo t4 -urit.ioo 111. ••""i•to t'Utlll'tl - 12/9/37 .. . 

•> OaD.erea\1aD repeated \oa.r.. .................... . 
b) • • • Jell •. • ••• •• •• • • ••••• •• • • • 

Cl:roat ll:r1. ta1ll. 
laoroaM 111. ~b)" 109,000 Ml o:r;potoJH .... _. 

PIHt.i .. - 12/9/ 37••• •• ••••••• ••••••••••• •• •••••••••• • 

-·-·-ef·· 8eo 11111\oct Btatoo IICNo111.c Alltbcll'i~ 

-.r-

Ja»a 
.... ·ror ncl• ae Japu'• t~ '•'II• :ra.n auo 

obnrtnc that • - ooatt.M IIU.itaJT -..,.. 
opo:rat.icao 11pca tile proOODt ooale tor at loaot •ot.ho:r 

,war- 1211)/)7 •••••••••••••• •••••••••••••••••••• •••••• 

Ooblo ~ .a.ono.. ...,...,, told.o, ·--t.c ~1; to 

ot Japeuoo pl.d to t11o ~\oct lkt.oo - 12/14/YT • • • • • • • 

17,28 

22 

178 

110 

110 
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lrflt~MC!¥ , J oaepb P. 
Od.lua offer to reprennt utilities in Washington and 

FDR's decision to appoint lteaD~ to the Court. of 

Book Pap 

st. Jaaaa tor aix aontha diiiCIIaaed with IDU'r b7 PDR -

12/7/37············•• •••••• • ••••• •••••••••••••••• • ••• •• CI 
!roolt, .&rlhur (Bn York Tiaes) 

Sae Rooenelt , Frani<H n D. 

- L -

Latin America 
I!IIJr 8\l&&&sts thst plana be laid to woo Latin .&aerican 

countries away tra. Fascist bloo; 1JU8iesta that survq 

be first aade of Cuba and llexico - 12/ll/J7. • • • • • • • • • • • 266 

-II-

llexico 
See abo Latin America 
Request for loan tr.. Stabilization Fund (letter signed 

b7 Lockett) tranllllitt.u by Daniels to IDU'r............. 54 

a) IDU'r •a an ewer - 12/7/37....... . ................... 52 

1) Stabilization Fund cannot be used tor 
pu-poea ot cretin& direct loana 

2) IDU'r otters oonsideratim of request 
sillilar to that ot Janlllll7 1936, wb., 

silver held in United States for the account 
ot Banco de llexico was aet aside fro. tt.e 
to tiae and pledged to Federal Reaene Bank 
ot law York,aa fiscal agent Qf United Statea, 
aa aacur1t7, togetha.r wit.b gold 

IDIJr talla 1DR about Suaras request tran•ittad b7 Daniela; 

FDR adrlaea conaultatim with State Dapart.ant as care 

thot there ia no interference with the so-called Berle 

~- 12/8/37. .......................................... 70 
-..arandwa ira. Bank of llexicoa "Balance of pa.yJMDta of 

t.be foreign o-re• of llaxioo and increase of the 

ill port tariff'• - 12/8/37 •• . •••••••••••• • • • • • • • • •• •• • ••• ' • 88 

CooteranceJ praaanta IDIJr, labaaaador Najera, Suarez 

(Finallce llinister), Taylor, Feie, Loohh-.d, and lhite -

12/13/37. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 292 

llitohell, l'ealq (Direetor, Hatiooal Bureau of Ecooa.io R.eearch) 

See Buaineee Conditione 
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latt..Al ltuwa of ll=zSo le-* 

1M haiMN Oc..slU­
Ift\nl!Q' Aft 

ClaiM I 

....... 
•r-rete ooa•••'l• - 12/7/YI.............. ...... .. . GJ 14 

a) 81r d- 11M feel ftaw ~t bu ctna 

f'na~ •'•• m M ax 
b) Baoqrouad OCIIOCIWIC OblUI& lai-Aalr:'• 

pre-t poeit.1M ciYM b7 l'aU 

11111r kll• na pre..t atatua lldW 8\awa bu -creed 

to b"q flfQ' ail.UCD -~~ of lllYer OYW the uzt 

t= -1r:a but !reuur7 u aw.lt.1.ac 8\aw De~ 

adrloe before &1 "riD& exteDIIica ot rltllt, a:pir1llc 

12/31/37, to borrow f~ .....,..,.. -12/'7/n....... 64 

Staw De~t snaraot. di_..., 117 :na aDd IIIUr -

12/8/)7.... ............ ...... ...... .................. ?0 

lloarac-
•c111 -Ol'Uid• CD tax ret'IDS pdd 117 a railw,r oaed 

b.f tbe Go.cz sot- 1217/37••••••• •••••••••••••••••••• • 

-P-

PaNbaaiJI&, Ootw-t 
hoo'ar1 nt Dineica snan..,_ CD ..tiaW psrobaM• 

to be made 117 Clonrnsaat 1a lleombW' 1937, 1_,-, aDd 

Febra&r,r 1938·· · ··••••• • •••••••• ••• •••• •••••••• ••••• · •• 189 

-·-
a.- bYlalca . 

Jml alllr:e llllr rtatu ot •nrplu tax•1 Dlr repl.i11 

DO set.bod baa b- nal.ftd to lr:Hp priaolpa of tax 

aDd at t.IM -tiM c1" -IIUT reUet- 12/'1/n. .. 64 

a) laterial let\ witb lDI.................. .. ........ 7' 
ProcreH reporl = tax balr1Jic• l>efan Wq8 and -..u 
M-s.u .. ~ 117 •c:n1 aDd tftllm1\W 117 
~r to PDl- la/9/)7.................................. 1~ 

•g1u _,_ ot ,-rwwoa wttll na a~~ 
81r, Jloll&latz, liu.'lll, aDd lqUl - 12/U/37.......... 263 

aoo ...... u, l'l'aU11s D. 

111111' IWdl to :na ollarl of wbol-'· pri- and he\«7 

zpl~ lr:eP' ma-.A ln boauur7 ~t, 

reqae.W b7 Jwlp ·-=n 1m I MUM trlUl ftla
1
1 

ataw papara, rer- to 1IIWth •• reoant17 made 117 
~ lroak ( ... York fiaee) - 12/9/)7................ l6l 

aGoNYilt, ~-
.-Jr ViM to Ml.l J'la Ilia diftlnl\181 wltll tax bW 

as4 111\la l-J 11181 fcln" later~ 81r • 11u 

npl•"wc! -ura 11\aaU• \o :na and tlln ... doN 

SJOt ..s.• ~- te ..... twa- ••• uta tile llll -

~'"······································ · ········ 69 

-..J.,~ 
...... , •• Cca41t1M1 

Regraded Unclassified
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SUrw 
11M al.o Ob1Da 

• • llezloo 
Saator PittMD R&tea that aU'I'G' 1Ddut17 baa 400,000 

people at workJ 81r tall• Oa.t.c. to Had liatur to 

a-u ot 111Ae1 tor the tne t1prN to 'be 1IIICI 1D 

.tor,r- ~/37•••• •••••• • •••••• • •• •• ••••• • ••••••••••• OI 2' 

lllllr alb Pill U ba .at a to -talk aUnr• - 12/8/)7.... '10 

a) Both write d..- prioe thq tiWIIt it Uoal.d 'be 

ud both &Cl'M CID 641# 
Prioe 1D LoDdOD ..U 'below prioe 1D ._ tori< - 12/l'J/)7. . )16 

a) lllllr alb Bau, Illite, !q1or, aDd Loahbead 

tor their NO-rd•ti ... 

b) lllllr tell1 Loahbead to "take ~hiDc up to a 

aUllc. -oea t~ at the tiX" 

SooW S.0111'1t7 . 
11M lhl_pl.,...t a.liet "'-

South Uerloa 
See LatiD Aaerioa 

~1llat10D 

Pranoea 
Bxcb•np aarket 110.--.ata re.,._,- 12/7/37.. .. . .. ...... 48 

• • • • - 12/8/37. • • • • • • • • • • • • 100 

_,_ 

- u-

Uu~t a.liet 
See al.o B111iJMN Ccadit1CIDI 

• • Qreet Britaiaa u..pl.,._t 

Co1c.al llazT1D&toD &iftl 111&11' Ratilt10I tor weak aiDI 

0.0~ 4tb- ~?/)? •.••••... . .•..•. ... . .• ... . . . ... . 

Lo;rlpn ~ OD Bo.t.OD rlait - 12/'7/)7 .. •• ... • •• • • • 

a) CbaDC•• J.D .-pl.~ ia ... .,, erA • • • • • • • • • • • • • • • • 

b) IDdena ot •pl.~ (..u!aeturia&) 1D ._ •tJ•""·· 
lllllr ud Bell 41101111 propoaed aohedule tor •pl~t a 

Worl<l i'rop'eN MaJnliUatiOD wort proJeata, toptber 

w1 tb ..:nat ot aoa.,. aY&ilable - 12/7/31· ••• •••• • • • • • • • • • 

lllllr tella 9a)O ,.-p BopkiD., too, 11 worried tbet .tate• 

w1ll Dot be reeq •to pq -sU~ -er 1D :.-:q• -
~9/J? ..•.••• .• .••.•••••••••• .•...• .••• .. •...• ..••• ...• .. 

a) Cclltw HJ 111111•\1 81r, 8ell, ....,..,u., 
Bartel\, OolliDa, o. F. m., .UtMJW, ~. 

11114 B-'·1 ( 8 oel.al Wt7 loerd) - 12/10/)7 ....... 199 

Regraded Unclassified
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Book Pace 

UD•pl~t Relief (OootiAued) 
Ropltina ud llllo1r acain cOiltar 011 tuture procru -

12/8/37.. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • OI 
a) Cirillu Cooaenaticm Corps oupe dhou....S; 

Bopkina t-.rtul ot Feclmer'a •tr.eadoua 
poll tical drac" 

OUtllDe ot procedure in uncouteated cl&iaa tor b•etite 
tor total uo .. plo,..at- 12/l0/37 ••••••• ••••• •••• •••••• 

Ina paper atori .. baeed em Bopltine' atet-ta at 
preas conference- 12/9/37 ••••••• • •••• •• •••• •• ••••••••• 

Coutereuca; pruauts IDIJr, Colooel Berri.Ditcm, Rosa 
(Barr7 Bopkine at Ma:yo Brothers) - 12/13/37 ••••••••• ••• 

Ouited States Boua1D& Autborit:y 
IIILTr tells 9130 group llaxcy baa bMll ta1kinc to Bell 

about tin&Dc1Dg; Ta:ylor adds Straus bee beeu telklug 
to b1a about their legialaticm- 12/13/37•••• • • •• •••••• 

a) llcRe7Dolde baa diaccmored that 0 the n.rioua 
UDita are atell1Dg, waitiD& for tba Federal 
Goven>J~eDt to do it ail; Straue •-• to have 
$30- to $40 llllllcm worth ot ca-itaenta 
where the cc.wuitiea are goiug to do 1~; 
U Dow be ll&kae it easier for the ci tiaa to 
put up 1~ or ll&kea it a P>OII7 1~, we'll be 
right back at the atartiug point• 

1) BMJr asks llcRayno1da to clear tbia up 
with Straus 

IIIIJr-Straue teleJiloue colm!l"aaticm - 12/13/37 ••• •• • • ••••• 
a) 11111r telle Straus Trea&ur7 1e uot aoi.Da to give 

requested eudcr-eDt 
b) 11111r dieoO't'ere Straus baa oo aotuel ca-1 taeata -

that c-=itiea haft .. rel7 uked that tuoda be 
eer~~&rked 1111tU tbq ocald sea what could be done 
em raising their 1~; IIILTr teals, tb ... tore, that 
publlcit:y baa beau defiDitel:y aieleadin& 

11111r asks llcReJ!Iolda to aea Straus s-diatel7 - 12/13/37 •• 
Uuited States Savi.Dae Boode 

Selea have paaaed $1 billiot> aark - 12/lJ/37 ••••••• • • •• ••• • 

llorlte Procre•• Ac!alu! arat10b 
See 11D•pl~t Rellat 

-·-

174 

187 

201 

JlO 

285 

306 

268 
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J'Oil ULK.\81, liOBJIIliG lllnP.AJ'IBS, 

%U,·y· Dee•b•r ' . 1937. 

Preu Sonice 
Be. 1~11 

Socretruy ot the TreaSlU7 Kor~tbcu GDneunced laat nia!>t tbat the 

subscription bocks tor the currant otferinr; ot 2-1/2 percent TreUUJ"J Benda 

ot 1945 ond of 1-3/4 percent Troewr'J llotoa ot Serio1 Q-194.2 c l ooed a t the . 

close cf buainooo Kondq, Doeember 6 , tor the receipt of et\ab subocriptic.-ne . 

Cosh subscriptions for either issue plncod in the mail before 

12 o'clock midni/!tlt , llcnd.BT, December 6, wil :!. be conoidered a1 baTing bean 

entered befor e the close ct the oubscripticn bLcka. 

The subscription bcGka for btth issuea will close nt the close ct 

buaineas Yedneadll/f, December 8 , tor the r eceipt of oubacriptlona in p8II'INIJ1t 

of which Tl'eOSlU7llCtea cf Seriee .A.-1938, maturi~ !obl'UA%7 1, 1938, are 

tendered. 

l!:x:cluulBe subscriptions for either 11sue placed in the mail 'before 

12 o'clock midnigt>t , Yodneeda;y, December 8 , will be con,idored aa hnV"ing 

been entered befc,re tho c lose cf tho subecription boGke. 

AnnC'UJ!Cecont of tho amcunt of oaab oubecriptions. and the baeee 

of ollc.tmont will probnbl.J' bo made on J'r1dri11, December 10. 

- cOo-

1 
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H.U.Jr : 
Randolph 
Burge .. : 

H.L!.Jr: 

8 : 

H.J.!.Jr: 

B: 

H.U.Jr: 

B: 

H. l.t Jr: 

8: 

H .Lt.Jr: 

B: 

H.Lt.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H .I.I.Jr: 

B: 

H.l.t.Jr: 

B: 

Hello. 

Ob. b.ello, Henry. 

Good 110rn1ng. 

December 7, 1.837. 2 
10:11 a .a. 

Well everything looke all r1ght th1e aorn1ng. 

Good. 

I thought your announoeaent wae f1ne. 

All r1ght. 

Yea. 

Well the boys figured that thing out, and they 
figured that t hat's about what it would be, we're 
a little bit on t he eate e1de. 

Tbe bonds are quoted th1B morning at a hundred and 
one twelve a1xteen or thereabouts. 

Yea. 

And the notee prior twenty three to twenty e1x. 

Ub- bull. 

So that t here 's a spread tbere of about three 
quarters of a po1nt. 

I eee. 

Now about our own operation Henry. 

Please. 

I talked with all the oo .. 1ttee. 

Yea. 

- Harrison and 81nola1r and Ecole& talked with 
hie people, and I talked with him around- late 
y~eterda.y. 

Yea. 

Everyboccy 1 • agreed on converting halt 1nto bonde. 
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B: 

H.ll.Jr: 
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H.ll.Jr: 

B: 

H.ll.Jr: 
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Yea. 

ADd thq aleo all asrMd t.ha\ n olll5h\ \o .. u 
tor the balance - a ell r161l\a, aa tar aa we cAD 
do ao wi\hou\ adYereel7 atteo\1Dg t.he -.rke\. 

Yea. 

3 

ADd b\17 lhor\er a\~t. !low I \alked with llarr1Der the 
poin\ JOU raieed and had been all over it ~aelt, 
and hon11tl7 I- I don 1\ aee a po1Dt to that reallJ, 

. He1U'7. 

You don't. 

I th1Dk we've go\ \o operate the account aa a prudent 
un would. 

Yee. 

And 1f we 1ye go\ aoae\h1ng with a half a poin~ profit 
1n 1t, then we could take that without d1aturb1ng the 
market. 

Yea. 

I ~h1nlt we'Ye got to do 1t. 

Uh-hl.lh. 

Otherwiae we'd- the aud1tore might get atter ua and 
NJ' 'MJ bo7 70u threw awq halt a point here•. .U 

long ae there'• no benefit to JOU par\ioularl7 or 
doean't adYereelY affect the market 1n doing it that ....,. 
Well, Juet tor argument, 1upp01tng 70u convert 1t, 
let'• 1&7 eitbe~ - well oonver\e4 eYer,th1ng, either 
1nto bonda and no\ea and then aold. 

Well, it 1 e - tt'a Jus\ going round Robin Hood'• barn. 

It'a one or t.ha other, 7ou aee. Doean't aake aD1 

d1tferenoa reallJ, tha attaot 1 1 the aaaa. Except \hat 
we can probabl7 do th1a with AD 1nauranoa OOIIPAD1 

or d1reotl1 with eoae big holder, and do 1t. \o ad­
TAA\aga w1thout - aore aaa1l7 thAD we could later, 
perhapa. 

Well oouldn 1 t 70u eell thaa - let' a NJ' 7011- oon­
nn•d, oouldn' t 7ou aell thea the new bon4a and 
be delivered on \he 15th. 
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4 

Y .. , but. tho we '4 - but. then we 14 ba\'O to 4o t.llll. 
Probab]J we 14 baYe t.o ahow an 1noreaae 1n our bond 
holdinaa and then a deoreaae, whioh wolll4n • t. be a~ 
pod. 

Uh-hllA. Well I 4on •t. 

We 1Ya done t.hia - we'Ye 4one t.hie ~at. OYOrJ 
quart.er dq RenrJ. 

Yea. 

Now el.IJ)poae tor exaaple, .)'OU were juet ottorina a 
lona tel'lll bond. 

Yea. 

Whioh wollld not be appropriate tor a central bank 
to held. 

Yea. 

Wh.)' then we'd have to aell the r1ghte and so 1nto 
eometllina else. 

Well, ot oouraa - I - I'• a -t~l.don't agree with 
)'cu, and I don't agree with it.,~ere ia auoh a 
thina ae United Statee GoYernaent bond tbat a 
Federal Reeerye S.)'atea cannot hold. 

Yea, well we'Ye got to keep a oert.a1n proportion 
ot our porttolio ·ehort, because otherwiee we're 
cauaed to deal with the aarket eituation. 

Yea. 

We oan • t - when we' YO sot to tighten 110ne.)' we oan 1 t 
rel)' on aell1ng etutt. We'Ye got to let the atutt 
run ott. 

Yea. 

And that aeane that eoaethina like halt our port­
folio haa got to -tura wit.h1n two .)'eara. 

Well I'• not. sotns to - I aean - I think t.llat. -
I aean - eoae dq I aean I think t.lle Federal Ranrn 
..., be oalled on, not b,}' ae, but b.)' a Senatorial 
Ooaait.t.efi to upla1n all tllat tra4tna and -
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K.M.Jr: 
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K.JL.Jr: 
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Well t.A&t.'• '1817 eae7. I'd be n17 glad t.o do 
t.ll& t. ~ t.111e. 

Well. 

All tar •• I '• concerned. 

That'• 70\lr- reepone1b111t.7 

Becauae al-.ye the Central Bank1ng 1• back of 
t.ll&t. 

Wbat? 

The whole h1etor;r of Central Banking 8\lpportl .._. 
1n that. 

Tbat'e - there'• no d1ff1olllt.7 about. it. . 

Yea. Well, ~ t.hat'e the dec1e1on, all r1gbt, 
but I would baTe wch rather eeen t.he Syet .. 
oonYert then eell. 

Well I don't think that 1 e ae praot1oal Ken17, 
and I don't feel -

You don't think it'• what? 

5 

I don't think that 1e ae practical a W&1 to de it. 
And I think we'd r...n the danger ot making a bad 
reoord on that, that ie if we ehowed a big 1noreaee 
1n bonde and then a deoreaee or 70u r...n the r1ek 
ot 1t.e adYereel1 atteot1ng the market. 

Uh-huh. Well, 8&7 -

~Ye, been eTer it pretty oarefllll7 Hanr;r, and 
I'• Just oonYinced that that'e r1gbt. 

Well-

And I'• eure Marriner teele the eaae W&1· 

Well it 1 e 70u people'• reeponeib1li\7. 

Yea, that'• our-

But I - I - I can a leo 8&7 I den' t agrer. w1 th 70u. 
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WelY le~'• 11~ down eoae ~t.e, when we'•• 60~ 
leleure aD4 60 1D~o U1e wbole queeUon. I 14 

1111:• ~o do n wl~ 7011 acae ~t.e. 

Yee. I ~DII: ~ere '• entlrel;r ~oo aoh napplD6 
601116 on, aDd I O&D I~ ~~ DOW wUh a Yel7 -
Yll71 Y8rf l~rong bond lltuat.lon, ~~ lUUI &OlDg 

ex~r .. el;r well, 1~ len'~ aa ~houah I wae ur&1D6 
70u ~o do eoaethln6 when we had a weak leeue. 

Yee. 

I mean t.b1e 11 a t.1me when ~e 1aeue 11 extreael;r 
etrong. 

Yee. 

And I can 18¥ 1 ~ w1 thout haY1Dg the S;ret. .. teel 

that we're dolng lt tor eeltleh mo~1Yee. 

6 

· Yee. What 11 7our teellng about U Helll'7, are 7ou 

atrald'll 1t affect the aarll:et. adYereel;r? 

No I Juet. don't. llll:e 1t, t.hat. 1 e all. I don't llll:e 
Qoyernaen~al agenc7, 7ou 1re aelllng 

~e r1ghta. That'• ~e whole polnt. I mean, I 

don 1t. mind lt ~bey oonYe~ 1~, then after bl61nn1D6 

Thureda,y t.be;r· want. to eell ott soae or their e~utr 

beoause. they .~1nk tbey 1Ye got ioo muoh, or eYen 
1t 7011 took halt bolide and halt notee. 

Yes. 

I mean I don't. aee wh;r - I aean, w.b;r 70u oouldn 't. 

tall:e -

But hOw would we juat1t)' throwing ·~ three or 
tour hundred thousand dollars. I hann.'t figured 

lt. out but suppose 1~'s that. 

Well how do I Just.1t)' pr1olng tb1s t.h1ng a e1xt.eenth 

extra. I mean -

Well I dol) • ~ eee that. our - what. we do aall:ee aD7 

d1fferenoe 1n the IUOCell Of t.be 111Ue. The IUOCell 

or the 111ue 11 ae1ured. 

No, but 1~ might - 1~ a1ght. at 1011e future date. 
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Oil, well, aow, tJI.at.'• motJI.er queet.10D. It we fot. 
a po1nt. where we were a4vereelJ atteot.1ng t.he eeue, 
wh7 t.hat. aakea another queet.1on. · 

I aean I wouldn't. be hav1Da t.h1e oonvereat.1on 1f 
tJI.e 1eeue waan't. go1Da well, eee? 

Yea. 

I aean - I'd aq, well I don't. - I '• not. so1Da t.o 
put. .,eelt 1n a poa1t.1on -

Yea. 

See? 

Yea. 

But. I t.ell you how et.rong I feel about. 1t.. 

Yea. 

If you fellow• would convert. , aee7 

Yea. 

I '11 g1ve you a put. on me tor t..b.e balance of t..b.1a 
aont.h for f1f~ m1ll1on dollara of t..b.e new 1eeue, 
aee? 

Yea. 

I'll g1ve you- you can put. 1t. t.o ae &n7 t.1ae, 
f1ft.y a1ll1cn dollar• of b?nde, of theae new t.wo 
and a halte, eee7 

Yea. Well 1f you feel that. way I think you ought. 
to talk w1 t..b. Marr 1ner. 

Well he'• coaing over tor luno.b.. 

Yea but. t.h1a t.b.i.ng 1 ll all be done before lunoh. 

Well. 

All be done. 

Well, no, no, I •a not. go1D6 to argue but. that'• how 
et.ronsl7 I reel. 
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But 70u tellowe go ahea4 and 7ou know how I teel, 

I know how 7ou people feel . 

e 

Well, let'• d1aoll8a t.h1a t.hln8 at le1aure, another 
tlae. We'd be oreat.1ng no new preoedanoe on thla 

t.h1Dg. 

But . 

I think th1a 1a the t.hlD& to -

But, I aa;r, 1t t he 1aaue waa not go1Dg well, then 
I'd keep rq mouth ahut, but lt'a goln8 eo well and 

Just. you paople to aalte three or tour hwtdred 
t.houaand dollara, I a ean - 70u 1re not 1D eenae -

I a ean -

u a -tter ot tact we'd rather have ehort.er no tea 
than the tive year. 

I mean 7011 couldn' t lll&ke it if I dldn 1 t let you 
ll.ake 1t, 1D a aenee through the priolng. 

Wall yea, but everybody alae ot oouree hal the 
Nll.a r1g.llt.a. 

But., yea, - but. I mean I t.hlnlt - you're Juet. loolt1Dg 
at. 1t ae though ;rou were a private individual. 

No, no, I don't thlnlt ao Henry. 

.And-

I don I t. t..b.lnlt tba t. I • 

I'• looking at it. •• though- what. 7ou are -

T.bat ' • correct. 

Governaent.al ageno7 and I don't thlnlt- I t.hlnlt­
I don't thlnlt 7ou oan ooneider the profit. 

Well 1t, He1117, not 1t there' 1 aD7 dleadvantage 
tor 70u, and I den' t teal that. t·hare 1 • a particle 

on t..taat. 
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-·-
Uh-lluh. 

And U I ... t.taat. t.lle !r ... IU'J ... 1ll ~ 1ral' 
1A,Iured or t.llle luue ad't'eree}7 atteot.e4 b.f lt., 
I'd be Juat. ae at.rona ae I oould be t.lle ot.!ler 
~. 

Ull-lluh. 

But. I don't. ••• t.bat 1t 11. 

Well, all r1gbt. Don't let'•- I mean I'• not­
I don't teel keenl1 enougb about. 1t. to e't'en 
approach -

Yea. 

8&71116 tllat we ha't'e a d1tterenoe, aee? 

Yea. 

or a break. 

Yea. 

See what I mean? 

Yes. 

I don't want 10u to teal that w13. 

Yea. 

But I'"'e etat.ed 1Q" poe1t.1on, - t.Jle ~ I alw13• 
4o - 70u go &bead - and 70u neYer hear ~ re­
cr1a1Dat.1on about. 1t. att.erwarda. You ltDow •• b.f 
DOW. 

9 

Yea. Well that'• t1ne. We ought - 1D t.he 1e11ure 
between t1aea to d1aoua• theae aattera and ear•• 
on the pr1no1ple. 

Yea, beoause aome d13 t.Jlere ~ be a weak 1aaue, 
and-

That' • r1ght . 
AD4 I won't be 1ll a poe1t.1on to arsua w1t.ll 7ou. . 
Well I t.ll1Dk we oii6Jlt. t.o a1t down whell we oan do 
1t. le1aurel1 together and so onr 1t. - Marr1ner. 
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But. t.he e1611t. ll1111one that. we h&Ye, we're aol.D& 
t.o oon·nrt. . 

Y ... Y... Well, I ebould t.h1nlt 1t. probab17 
ell1ted ;your books to do t.het.. 

!fo, I oan aq postal ea•1.nS• ehollld get that. protU •. 
the Federal Depoe1t Ineurance should get. t.hat. 
prot1t. 

Yee. 

But I - I '• go1ng to conYert and later on tt the7 
at111 are all right., why we'd - they aq ull, but 
I teel aa a pol1oy that. they should convert. 

Y ... 

And that. the 81Dall prot1t. 1nY01Yed, they should 
wa1•e 1t. 

Y ... 

But that's all r1g.b.t.. I don't want. ;you to teal, I 
mean while I'm talking etrenuouely, I mean there'• 
-there's no pereonal reeling in it. 

Yea. 

Xou get t he d1etinct1on7 

Exactly, yea. 

It • e purely - an 1nt.elleot.ual -

Exactly. 
' 

It 1 e an intellectual approac~ and not a personal 
one . 

Well we haven't generated any eaotiona on 1t 
either. 

All right. All right. 

Talk it o•er with Uarr1ner, and there'• et.ill -
1n t he aeantime I think we '11 Just go ahead. 

All r 1gb. t. . 

very good, Henry . 

Tlwlk you. 
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Deaeaber ? , 18~?. 11 
10:84 •••• 

I ~lked \o ~he Poe~l Sav1nge people &D4 aleo 
tJle Federal Depoe1 t.e and the7 •a:r t.ha~ U will be 
all r1ght. ~o eell ~heee end leave t.Ae aaee 1n 
the1r tunde. 

Well I 'n allanged 111.J m1nd. 

You have. 

Well on account ot ~he poe1t1on I'• taklng w1th 
t.he Federal Reserve . I t.htnk Dan we ehould oon­
vert all ot our not.ee and then 1! we want. to eell 
atter Tllursda,y, we can. 

I eee . 

But. I 1ve t.ak~ a ..,ery et.rong posl t.lon w1 tll t.he 
Federal t.hat. they sllould convert and then do what. 
they want., and t.hey eay they won 1 t do that. Tlle7 1re 
going t.o sell halt tlle1r rlgllt.B. 

Say t.ney are. 

Yea. 

I see. 

so -
You talked to t hem t h1s mornlng, huh1 

I Just got. tllrOugh t.llls eeoond. 

I eee. 

So I would convert whatever we have on the Febru&r1 
notes, then Thursday I can talk - whether we want 
to eell them or not.. · 

I eee. 

See? 

Well our caeh poe1t1on wae a 11ttle low ani I 
thought that you at.sht want to leave th1e 1n t .fle 
oaeh, be 1nveeted maybe 1n Januar7 . 

Well now, on account ot tlle poe1t1on I took w1th 
t.Ae Federal I can 1 t do teat but Thureda;r 1t t.he 

Regraded Unclassified



8: 

H .M.Jr: 

B: 

K.U.Jr: 

B: 

H.M.Jr: 

B: 

H.K.Jr: 

B: 

H.U. Jr: 

B: 
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b«lda are e\111 pof\ we OUl .. u t.Jwa. 

Yee. 

See? 

Yll. 

12 

so I JUit. buzud tor Harr1e and I 111 t.lll h111 now 
t.o oonTert. all the Februar7 not.•• •• haTe 1nt.o bonde. 

And then if - if on 'l'luaredaJ', if t.he bond I are et.1ll 
all rigllt., •h.:r tali t.o ae and JU,l'be •• oan •ell 
thea t.hen, eeeT 

.lll rigllt.. 

But. I 1TI had a long talk wit.h Burs•••· I don't. 
agree wit.h h111 at. all. 

Uh-hull. 

And I want. t.o t.alk t.o .JOU about. it. eoaet.llle. 

All rigllt.. I 111 do that.. 

Wbat. else do you mow? 

That.'• all. 

All r1gllt.. 

You haTen 1 t. eeen the Preaident.? 

Ifo, but. he oalled ae laet. nigllt. and he laid 1f he 
waa well t.od.e.Y he 'd let. ae mow. 

Uh-hull. How' 1 he teeliDS? 

Well he ea1d it.'• a queet.ion of either hiT1D& thl 
bons aoraped or further exoaTation. 'l'he7 didn't. 
mow unUl t.he -

Uh-hull. 

x-ra.r•. 
H•'• haT1D& eoae 1Dt.eet.1Dal trouble I take it.. 
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Well d1dD 1 t. tbe pap ere .., t.la&t. l .. t. JUalat.. 

'lb,y I don 1 t. t.htnk eo, he oelled •e l.aet. Dl&.b.t.. 
Talked and eoUDded 'fe'r'J o.lleertul. 

U.b.-.b\Ul. Tb.e paper ea1d t.b.1e IIOrD1D6, I t.h1Dk 
Dr. Koiat.7re 1e et.at.•eat. ea1d t.h&t. 1t. -• oaueed 
rro• an 1Dt.eet.1Dal d1et.urbaDoe. 

Wbat.ner 1t. -•. Pue M,Jbe, 

All rtgllt.. 

GOodbye. 

Goodbye. 

13 
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14 
Deoeaber 7, 1~37. 
lo:ag a.a. 

Hello. 

Dr. re11. 

Hello. 

Ye~ . Good .am1na. 

Herbert Feil I don't under1tand trom the State 
Department. Are ,you people tellina u• ,ye1, or 
are ,you telling u• no about extend1Dg thi1 credit 

arrangement with the Chineee. 

ll1ght I ask ,you to give ae one a1nute, Hen~, 
would .roll: mind me gett11l6 out - 10~. 

I had to get rid or a vieitor. 

Oh! 

Did - did our memorandua get theret 

No, but I underetand troa what Lochhead tell• ae 
it iln't a definite answer. 

I beg ,your pardon. 

It ien•t a olean out anewer. 

Well it'• olean out 1n th11 eenee. Well he haln't 

eeen it has he? I don't -eee how -

Well that'• what he report•. 

Well I don ' t believe the aee1enger hal taken it 
over ,yet. I'd •a.r - I'd interpret it a1 th11. 

The Preeident called ae on it laet night and I 
eaid I couldn't give hill ~ answer beoau1e I wae 
waiting on the state Department. 

I didn't lag behind a bit. I reall.J did preu jUit 

ae hard a• I could. And atter we did our wortt we 

round the Seoret~ down on the Hill &ll4 couldn't 
get hie 0. K. tor 1t until earl.J thie aorniJl6. I'd 

•a.r it wae tantamount ot 1nd1oat1ng that it wae a 
border line oa1e. The Departaent hae no objection 

but eusge~ted that ,you aight want to ooneider putting 

1n a olauee or th1e t,ype. We aotuall.Y give 70u a 
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H.W.Jr: 

F: 

H.W.Jr: 

F: 

H.LI.Jr: 

F: 

H.W. Jr: 

F: 

H.I.I.Jr: 

F: 

H,W.Jr: 

F: 

H. W.Jr: 

F: 

H. loi.Jr: 
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abort. olauee euggeet.ed. Jlow t.hat.'a about. what. 1t. 
ooaee dO'Wil about.. I ha•• a oop7 ot t.hat. t.hln8 
we Juat .. nt-

Who d1d 7ou aend 1t tot 

Wa,-ne Ta,-lor • . 

Well I 1ll get. 1t. I'll read 1t. before I talk t.o 
you turt.her. How 1a t.hat? 

R.1ght.. Jlow I 111 - ..,- I bold you one a1nut.e? 

Please . 

15 

It'e Juet. - I waa t.ell1ng Wa,-ne that. I thought. I 
ought to g1•e ,-ou at. the aue t.1ae, Juat. a word of 
~ckground ae t.o what appeara t.o be happenln8. 
Our eource 1a Donald, who 1e t.he Aller1can adY1aor · 
to Chiang Iai 8hek. 

Yea. 

So it. ought. t.o be a good eouroe. He eeeae t.o be 
1nd1cating t.hat Chiang Iai Shek doeen't. feel t.hat. 
he can hold Nanking. Feele very uncertain at all. 

Yea : 

Whether he can hold any Ch1n .. e OoYernaent. out. there. 
He states that their supply aituation 1a gett.ins 
eo difficult he may virt.ually have to quiet. He 
won't eign anything with the Jape, but that would 
leave the field tree tor other element• with who. 
the Jape are a1read,y work1Q6 to elgn eoaeth1Q6. 

Uh-hUh. 

So there'• eoae poaaib111ty, lt hie torebod1nga are 
borne out that within, ea,-, two weeka or th1rt7 
4.,-e ,-ou haven't got Chiang Ia1 Shek functioning 
1n control ot any of the part.a of Eaatern China. 

I aee. 

Juat what. 7ou1 ll be able t.o • .,. to t.he Ch1neae 
OoYernaent. ie - lt will be difficult.. 

Uh- hUh. 
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r: 

H.M.Jr: 

r: 
H.LI.Jr: 

r: 

H.M.Jr: 

r: 

K.W.Jr: 

F: 

H .lt.Jr: 

F: 

But. t.Jlat.'e Cllll,J Dolla.ld'e report. ot w!lat. Cb' ens 

la1 Shek teal a. 

16 

Well t.he Pree1dent. want.ed t.o know where we were, 
end I t.old h1ll I oolll4D 1 t. t.ell hlll, end I '11 aet. 
t.h1e aemorandwa end 1t 1t. 1en•t. t4ere,I 1ll oall 7ou 
~ck. 

Well, 1t. won't. be t.here 7et.. 

Rae 1t. lett.? 

Well let. ae aake eure.untort.unat.el1 _, aeeaenger -
here, oan I read 1t. t.o 70ut 

Bo, eend 1t., that. 11 ha•e 70u got. -

Rae that. aeeaenger lett. tor t.he !reaaur.rt 
Yea he' e left.. 

Well I'll get. 1t. fro• WaTne. 

All r1gb.t., air. 

TAank you. 

Rlgb.t., sir. 
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H.M.Jr: 

Operator: 

H.K.Jr: 
Oonrnor 
HarrUon: 

H.II.Jr: 

H: 

H.II.Jr: 

H: 

H. W.Jr: 

H: 

H. loi.Jr: 

H: 

H.W.Jr: 

H: 

H.W.Jr: 

H: 

H .K.Jr: 

H: 

H.W.Jr: 

H: 

Hdlo. 

Oo'll!et'll)r Harr1aon. Oo ahead. 

Hello, oeor&e? 

Hel .lo, HeDr7? 

GoOd aorn1ng. 

Deoeaber 7, 1837. 
10:68 a.a. 

Good a orn1Dg, a1r. I called you up laat. n1ght. 
t.o aay hello, and t.o pat. you on t.he back, if you 
w1ll permit. me t.o. 

I'll t.ake aeYeral pat.a. 

"' W.bat.? 

I ' ll t.ake aaYeral pat.a. 

17 

Well I t.hink it. 1 a a grand Job, and I'•- I haYen't. 
t.alked t.o you about. it. a1nce you made t.he 1aaue 
but. I waa del1ght.ed t.o aee you d1d it. - 1n t.he -
w1t.h t.he opt.ion. 

I t.h1nk 1t.'a all r1gbt.. 

You remember t.he aeet.1ng we had t.here, I t.hink 
I wae about. t.he onl7 one - or t.wo - who had any 
t.hought. about. the poaa1b1lit7 of t.be bonde anyway. 

Right.. 

I t.hink it. waa yer,y wiae. 

we had t.o make it. a lit.t.le extra aweet. . It.'a an 
1neurance policy and I '• not. a bit. eorr,y. 

Well, I - 1n t.hat., of courae, you alwe.JB run that. 
riak. 

Yea. 

It. 'a a hard t.hing t.o t.ell whether you -

Well. 

Should 1naure youraelt at. aome ext.ra coat. or not., 
but. I t.hink 
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H.I.!.Jr: 

H: 

H.M.Jr : 

H: 

H.li.Jr: 

H: 

H.LI.Jr: 

H: 

H.U.Jr: 

H: 

H.M.Jr: 

H: 

H.U.Jr: 

H: 

H.M.Jr: 

H: 

H.Jl.jr: 
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Well, w1t.h the world eo ~mcert.ain I t.h1nk we ha't'e 
t.o. 

Y .. , well I t.housht. that. . 

Yea. 

It. 1a pretty awaet. now. 

It. 1 a all r1ght.. 

And-

Said malta a li tt.le 110ney t.h11 t.1ae and we can re­
mind them or 1t. 1! they ahould loee it. next. t.1ae. 

It.•a · a problem what. we ahould do. Why I t.h1nlt 
we're - I 1 ve been t.allt1ng t.o Burgeu about. 1t.. 
I t.h1nlt we should t.alte halt or our a t.urr 1n to 
bonde, anyway. Tllen the queet.1on 1n my a1nd wae 
whether we, well - the demand tor righte ie eo 
great, ·~ not sell a rew r1ght.a 1t we could do 1t, 
w1t.hout undulY running up 1oaeth1.ng elee that we 
•ould ha't'e to take 1n t.he1r place. 

Well I had a long tallt with Burgeu thil morning 
!1!teen or twenty m1nutea. 

Yea. 

And I told him how I felt. 

Well I haven't aeen him a1noe you tallted to h1a. 

ruteen or t.wen~ atnute1, and I understand that. 
- that t he System d1aagreee but. 1t'e their 
reepone1b1li t.y. 

The Syetea what? 

D11agreee. I aean that he 1 a going t.o tr;r to 1ell 
hal! hia r1ghta, and I told h1a I didn 't 11lte 1t., 
and t h 11 waa - when thi.ngl were aa good ae they 
are wa1 t.he time that I oould 1ay 1t. It 1t wa1 
weak 1t looked ae though I waa ae~ tor help, 
when I ahouldn't, you eee. 

Ob, you don't 11lte our aell1ng the r1ghte? 

No I don't. 
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H: 

H.K.Jr: 

II: 

H.M.Jr: 

H: 

li .M.Jr: 

H: 

I!.K.Jr: 

H: 

H .M.Jr: 

H: 

H.JI.Jr: 

H: 

H. loi.Jr: 

H: 

H.II.Jr: 
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Well, I 4on 1t think 1t aakee awtull1 .uoh 
dltferenoe, I -

Well, Burs••• wae Ylr.J Ylr.J 1ne1etent that thlf 
lholll.d .. 11 t.be rl&hte, and tlle;r oan't 1'\&11 the 

e;ret .. , and ~t t.lllf sot three or folll" hUDdre4 

thouaand dollar• wort.h of protlt, thlf ellolll.d 
take 1t, and eo forth 111d eo on. 

Let ae talk- I'll talk to h1a ap1D. · I don't 

- I don't tell eo etronal;r about 1 t 1D Y1" of 
t.lle W&T ;rou feel. 

Well - what I u1d, wae, take halt bolide and 
take half notee, eee, 1f the;r want to. And then 

after - aell eoae Of th .. , but CODYart. 

Uh-huh. 

I - I haYe no obJaot1on to t h e eell1na attar 
10u converted. 

Tee. 

But rq obJeot1on wae tllat,I ea1d I thought that 

1t al&ht be d1t.t1clll.t to explain eelllna t.lle 
rl&hte. 

Uh-.llull. 

Seef 

Well, the onl;r thlna 11 that - t.lle naeon that I 

th.ought about that, 1D talklna to h1a ;r .. terda;r, 

••• 1n the paet we had often done that. 

I mow, and - but 1t Juet eo happen• with the 

1eeue eo atrona, I '• teohnloall;r 1D a poe1t1011 
where· I can U7 what I tlllnk. 

Yea. 

W1tllout be1na a1aunderatood. 

Tea . 

I aean - I 4on' t know - u I ea;r, I expla1De4 
oarefwl;r, I haYe no eaot1ona on lt, and - but I 

elapl;r think tbat 1t •l&ht be dlttloult to 
uplalD, but that, attar all, wolll.4 be up to the 

~.w.. 

lS 
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K: 

K.K.Jr: 

K: 

H.K.Jr: 

R: 

K .K.Jr: 

K: 

H: 

H.U.Jr: 

H: 

H. K.Jr: ' 

K: 

K .!l.Jr: 

H: 

K. lt.Jr: 

K: 

H: 
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Y ... 

I mean wh1 thq d1dn' t connrt. &114 wh1 the.T were, 
eo to apeak, eell1ns out - t.ak1Q6 a qu1ck prot1t. 

Uh-huh. 

But Burgeu ea1d he 'e - he '• pertectl,T w1111Q6 to 
go an,Twhere and expla1D 1t. I ea1d all rlght. 

Ub.-huh. 

And-

Well let me have a talk -

AI I aq, there'• n oth1ns- 1t'e purel1 an 
intellectual d1.tterence . 'J'here '• no pereona.l 
teel1Q6 1D the aatter. 

Uh-huh. 

And I wouldn 1 t feel t~:ee to eq eo 1t I had 
a weak 1nue. 

Yea. Well Kency, Ja'3 onl,y tho\18ht todq waa -
trankl,y, that I tho\18h t 1 t w~uld be the orderl,T 
helpful th1ng to do, rather than - well, 1t 
would be hard to explain. 

Suppoe1ng ,Tou converted and then began t o eell. 
It'• Juat the .... , onl,y 1t.'e - 70u have con­
verted. 

Yea. 

That'• - that's the b16 d1tterence. 

Uh-huh. 

N- whether .TOU convert 1t., and then eell &114 then 
bu,T eo .. thing, or whether 7ou aell the rlghta 
and t hen bu,T eoaeth1ng. 

U.ll-huh. 

It doe en • t a e.. to ae that. there' e an awful lot ot' 
difference. 

U.ll.-.buh. Well, I - we 'b.ollght we co!lld handle 1t. 
a 11ttle better t.h1e wq, -
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H.K.Jr; 

H: 

H .M.Jr: 

H: 

H. lil.Jr: 

H: 

H.lil.Jr: 

H: 

H .u.Jr: 

H: 

H.lil.Jr: 

H: 
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But \ha\ 1 8 - undoub\edl7 70u know better \haD I 
do, beoauee I'• not at t.Ae tra.Uog 48ek. 

Yee. 

But -

Well I'• ve~ glad to get 70ur reaction. I'• 
delighted I talked to you because I didn't know 
70u felt that way. 

Y88 I did. I told Burgeu that l&et· night. 

Wl-11\Ul. 

'!ben he called up tAle aorn1.og, end he ea1d well 
1t I felt that '118.7 to talk to Eoolee. I eaid 
wel1 he wae co~ tor 1unch, and RandolPh said 
1t would be too late . '1'he7 wanted to star\ 
operating right away. 

Yee. 

I said, •well I've stated my position, end the 
fact that the S7stea feels they should dO, all 
right. • 

Yea. But I, franklY, haven't seen hia tllh 
aornlng at all, and 1t aay be he 1 s a1re&dy •one 
some of it, but I 1 11 tal.k. to hia right away. 

tJI.ank 70U, 

All right.. 

21 

Regraded Unclassified



Operator: 

H.K.Jr: 
Karr1ner 
Eoolea: 

H.K.Jr: 

E: 

H.W:.Jr: 

E: 

H.Jl.Jr: 

E: 

H.ll.Jr: 

E: 

H.II.Jr: 

E: 

H.W:.Jr: 

E: 

H.ll.Jr: 

E: 

H .ll.Jr: 

E: 

H.ll.Jr: 

E: 

00 uead. 

Helle. 

Hello. 

Bello Karr1ner. 

Deo.-ber ?, 1837. 
:5:30 p.a. 

22 

Oil 7... '!'he - before we got. t.o RaDSolpla he bad 
aold t1Te a1111on ot t.he rlght.e, and we atopped Ala 
troa aell1ng &nJaOre. 

I .. e. 

He aold thea at a hundred and one and tourt.een 
thlrt..Y aecond.e. 

Yea. 

'l'he D1aoount Corporation Juat ottered to olean up 
the balance ot t.hea, ehow1ng t.hat. thq 1re 1n 
demand. 

Y ... 

But what we have deo1ded to do. 

Yea. 

Ie to oonTert the aeTent.7 t1Te a1ll1on 1nt.o bonda. 

Yee . Well t.hat aoundl good t.o ae. 

lfow the reaeon tor that 11 t.hat t.he t1Te 7ear note 
11 ne1t.her- 1t'e ne1t.her long nor lhort, ne1t.her 11 
t..l:le eight year. 

U11-11Uh. 

Tiler• 1an't enough difference 1n t.he t.wo. 

No. 

What we reall.J want., we're get.t1ng r14 ot •16ht.T 
a1111on ot atutt that.'• due 1n a couple ot a011t.ha. 

Yea. 

And what we want. t.o do 11 t.o take t.h11 ••••nt7 t1ve 
a1ll1on. 
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H .M.Jr: 

E: 

H M.Jr: 

E: 

H.M.Jr: 

E: 

f{.M.Jr: 

E: 

R.K.Jr: 

E: 

H.loi.Jr: 

E: 

H.M.Jr: 

E: 

H.M.Jr: 

E: 

H.K.Jr: 

E: 
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Y ... 

or a~ leae~ eeYen~ f1Ye a1111on of banda. 

Yee. 

And ~o - ~o dlapoU of ~h .. , plclr..lng up an equal 
.. oun~ of aoaethl.ll6 t..bat oo .. e due 1ll a t wo rear 
per1o4. 

Ub- hu!l. 

Keeping our short ~era lnvea~aent at abou~ an 
eYen keel. 

Yea. 

23 

We feel that lt'll be eaeler, poea1b1T, at least 
aore desirable to sell the bonds than lt would to 
sell the flve rear note. 

I eee. 

You eeeT 

I follow TOU. 

So tha~ that's - tnat'a wna~ we 1Ye decided to do. 

Well, I ' a Yer,r haPPT· 

Well all right, I'• glad rou are. 

I'a yery haPPT OYer tnat. 

All right, then. 

I appreciate tha~. I - I ~hllllr. it' • good froa the 
Gonrnaent etandpoin~. 

Well, it aa;r be 1n th18 1n8tance. I can la&gllle 
situations where it aight be adrtaable to sell rights -
be1116 1ll a poe1t.ion to protec~ t.he bond aarlr.et later -
aa a aecondar,r aarlr.e~ . It rou, 1ll other word a, had 
a billion of bonds going out, where there would be 
a aecondar,y aarlr.e~. because t.her·e'a al~a a group of 
people ~hat want. to ~alr.e a pre;aiua 1n thea - I ••an 
thtr wan~ to cash 1Jl. With ~h1a iaaue of ~wo 
hundred and flt~T a1ll1on balng - U be1J16 aull, 
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H.M.Jr : 

E: 

H.M.Jr: . 
E: 

H.M.Jr: 

E: 

H.M.Jr: 

E: 

H.loi .Jr: 

E: 

u. be1D& nMt., t.here liD • t. aolD& t.o be ~ of 
a eeooD4ar7 ..rut. probl• at. all. 

Ie ehe a blcm4? 

What. 11 lt.? 

You eald ehe'a eaall and eweet.. 

It.'• a Ter.J good ooeparleon . 

But. I can eee, 1! 70U get a long - a large 111ue 
tor bllllon - bllllon dollar 1uue , •liT, that lt. 
algllt. be deelrable to ull rlgllt.l and be 1n a 
poeltlon t o protect the eeoondar,J aarket. 

.Ul r1gllt. • 

.Ul right, then. 

Thank 70u Ter.y auoh. 

Goodbye. , 
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Opera\.or: 

H .II.Jr: 

0: 

H.J.I.Jr: 
Herber\. 
G&eton: 

H.M.Jr: 

0: 

H.M.Jr: 

o: 
H.ll.Jr: 

0: 

H.LI.Jr: 

o: 
H.M.Jr: 

0: 

H.J.I.Jr: 

0: 

H. M.Jr: 

0: 

H.M.Jr: 

Deoe.ber ?, le;J7· 
3:1? p ••• 

He '• out. ot t.be ott1oe, t.llq ' re gett1D& ha. 

Yu. 

Mr. Galton. 

Herbert G&ltonl 

Yll 

25 

In a etateaent. that. ley P1t.t-.n aade the other dq 
I eaw he 1aid t.hat. the 11lnr 1nduetr, had tour 
hun<?"ed thou1and people at work, eee? 

Yea. 

~ don't. you tell Bob litner t.o so oYer to the 
Bureau ot Mine• and get. the real t1guree, and write 
a et.oey on juat how lllloh ellplOJ8ent dlnr doa1 
need. 

Yea. 

Yea. Ae a aatter of fact I know wbat the anewar 
ill. 

De you? 

Ub-huh. About a1ght thoueand people. 

Eight. 

E1ght. 

Uh-huh. I'll do that.. 

Tell h18 to go oYer to the Bureau ot 111nea and get 
1 et.or.r. 

Yee. 

I think - you eee, noona hae written 1t. How auoh 
doea 1t mean on employment? 

Yea. 

I t.hlnk there'• e1ght. thouland people ellployad 1n 
the e11Yer 1ndue~r.r 1n the United Stat11. 
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G: 

H.K.Jr: 

G: 

H.K.Jr: 

G: 

H.lol.Jr: 

G: 

H.ll.Jr: 

G: 

H.K.Jr: 

25 

- a-

UA-.IUIA. Well ot 00111'11 he ooul4 40 - a 11Ull bet.\ .. 
UlaJI t.ha t.. hi could &0 'baok and set. t.lll t save•. 
uat. -• t.Ae .-plo;raent. eo•• 71ar1 aso ooaparl4 \o 
t.odq. 

I - I -· t.h1nlt1JI&, IYirf ODOI 1n a while when " 
ll&Ye an 1dea • • oan t.llro• 1t. t.o one ot t.hell b071. 

Yee. Y•• · 

Tlllnk eo. 

Yea·. 

Hull? 

Yee, eure . 

All r1gll t. . 

Goodbye. 

Goodbye. 
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H.M.Jr: 

Operat.or: 

H.M.Jr: 
colonel 
Harrioaton: 

H.M.Jr: 

H: 

H.II..Jr: 

H: 

H.II..Jr: 

H: 

H.li.Jr : 

H: 

H.U.Jr: 

H: 

H.lt.Jr: 

H: 

Hello. 

Colonel Harr1Jl6t.on. 

Hello. 

Deooaber 7, 1.837. 
9:55 p.a. 

27 

Tnia ie Colonel Harrington. 

Tnia ia Morgentnau. 

Yea, eir. 

I wondered it you had uneaployaent t1gurea, tor 
the - wnat would 1t. be the week end1J:Ig the 3rd or 
the 4th 'l 

Week ending­

wnat? 

It would be the 4th. 

The 4th. 
Yes. December 4th. I lett word that they wore 
to be sent to me a1 aoon aa ~•Y oame in 
Mr. Saorotary. 

Would you a1nd oheok1Jl6, and 1t you oould - 1t t.ha7 
had t.hea would you call ae back. 

Yea, air. I'll do t.Dat.. 

Tb&nk you. 

.Ul right, air. 
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operator: 

H.M.Jr: 
George 
Harr1eon: 

H .K.Jr: 

H: 

H.IJ.Jr: 

H: 

H .II.Jr: 

H: 

H.II.Jr: 

H: 

H.II.Jr: 

H: 

H. II .Jr: 

H: 

H.U.Jr: 

H: 

H.loi.Jr: 

H: 

H.K.Jr: 

Go ahead. 

Hello. 

Hello, Hetu7? 

Hello, George. 

Deo.-ber ? , u~. 28 
3:33 p . a . 

M IOOD ae I got thro\16b talk1lJ6 with .JOU I bepn 
tey1ng to talk to d1ffer~t aeabere of ., oo•1ttee. 

Yea. 

And I oouldn 1 t looate llarr1ner until after be had 
luno.b w1th .JOU. 

I eee. 

In the aeant.1ae, .JOU eee, t.he oo-1ttee ae a wbole 
had agreed that t hey ahould do t.b1e. 

Pardon aet 

I la.Y - I aay 1n the •ant.1ae the oo111111tt .. had 
prev1ouel.J agreed t..bat Burgees a.bould eell eoae 
r1.gllte. 

You aean the Federal Reeer.e. 

Yee, t.he - the exeout.1ve ~oam1t.tee. 

Yee . 

I .bad been 1n favor of 1t onl.J beoauee I thought 
7ou1d favor 1t, t.b1nk1ng 1t wae the w111 th1D6 to 
do, but atter I talked to you I didn't. t .. l etronsl.J 
eno\16b about 1t. 

Yee. 

And I reoo-ended t.o llarr1ner as soon ae I get 1t 
that. we lllould not. aake aD7 ea1ee of r16hU. 

I eee. 

And he f1nall7 ·agreed. 

I eee. Marriner agreed. 
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H: 

H K.Jr: 

H: 

H.M.Jr: 

H: 

H.U .Jr: 

H: 

H.!.l.Jr: 

H: 

H.!.I.Jr : 

H: 

H.K.Jr: 

H: 

H.U.Jr: 

H: 

H.U.Jr: 

H: 

H.J.I.Jr: 

K&rr1ner agreed. 

Yea, he agreed. 

- a -

Oh, you won h1a oYer . 

Well, I don '~ know, you did, eomebody did. 

O • . X. I'• reeling h i gh, wide and handeoa ~o~, 
~ha~ 'a all righ~. 

Bu~ I round ~ba~ up - pre - prior ~o tha~ ~ime 
we bad commitmen~e up ~o r iYe million eo we did 
ee).). rive mU11on or righ~e. 

29 

Well I'll excuse you but don 't let it happen again 
Georgie. 

Well, no. But I ~ell you what I think we ought to 
do. I'd like some~iae to ~alk ~o you about i~, 
aa a question ot principal and aa a tair opera~i?n . 

~o you. 

All righ~. 

I reallJ' ~hl.nk ~he~ i~ would haYe bean be~~er 1n 
eoae ways ~o do i~ rrom your •~andpoin~, but ae 
long aa you did reel ~hat way I didn'~ teel •~rongty 
enough one way or ~he o~her. 

Well, le~'• between now and ~he lS~h or Karch ~alk 
i~ OYer. 

The~'• det1ni~e . 

How'• ~ha~? 

Th&~ ' • yery clear. 

All r1gh~. 

All rigb~. 

Thanka O.orge, I ' • yery auoh obliged. 
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Randolp.ll 
sura .. •: 
K.K.Jr: 

B: 

H.J.I.Jr: 

B: 

H.K.Jr: 

B: 

H.K.Jr: 

B: 

H.K.Jr: 

B: 

H.U.Jr: 

B: 

K.K.Jr : 

B: 

H. loi.Jr: 

B: 

H.W.Jr: 

B: 

H .loi.Jr: 

B: 

Deoeaber 7, 1837. 
3:30 p.a. 

Yea, e1r. Hello Henry. 

How are 70uf 

Yer,. well. 

'fell -

Your aarke~ oloeed 

n did. 

!bey're quo~1ng to~een eix~een on ~he bonde. 

Ub.-tl\lh. 

rtt\een eeTen~een on ~he r1gb.~e, an4 ~wen~y eight 
thirt)' on ~he no~ee. 

Yee, 

You know what we're doing, do 70u Henr,.? 
Marriner ~ell you? 

Did 

Well Uarriner and George Harrieon bo~ oalled •• 
1D ~he laet twen~y ainu~••· 

Oh well all rigbt, I -

And t bey told •• that you'd eold tiTe -

Yu. 

And the otber eeTenty tiTe you were going ~o 
exoh&nge tor bonds. 

!ha~ 1 e r1gb.t. Yes, I didn 1 ~ know w.lle~her a117bod7 
el•e had told you. 

Well ~ey bo~h - t1ret Eoole• and then H&rrieon. 

'le need ~o ooor41Da~e here a little, don'~ wef 

!.lla~'• all right. I 1Te got no~ing be~~er to do. 
And I'• Ter')' auc.ll pleaeed. I ~old Rarrieon be­
~ween now and the 15~ ot llaroh we'd a1t. down and 
talk it onr. 

!.lla~'• tine. Yee . 
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K.M.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

8: 

K.U.Jr: 

B: 

H.M.Jr: 

B: 

H.K.Jr: 

B: 

H.U.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.loi.Jr: 
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And -.;r God, I llOpe .JOU oan .. 11 t.ho .. bonde at. a 
prot1t. . 

Oh, we'll t.ry. 

Oh, bo.J. Wouldn't it be terrible. You'll 
eell thea all right. 

Oh I t.binlt we probably will -

In a pinch I'll bl.l)' fifty aillion froa .JOU. 

Well - no we did that without ,Jour oo .. it.aent. 

That' a all right. That etill holde good. 

You didn't name a prioe, did .JOU? 

No I didn't naae a prioe. 

I thought you didn 't-

No, I Just ea1d I'd buy fifty in a p1noh. 

Well that. - t.bat. won 1 t. inJure you any, t.bat. 
oommitment. 

No, no. No, that. 1 e - I think it's all right, and 
I eay I'• more tban pleaeed- the next ti .. .JOU 
gentlemen come down to tallP'to you. I noidentall)' 
I eee our stock aarket in the last fifteen 
ainut.ee again took a two point riee. 

Well t.hat wan't hurt. &n.Jbgdy either, will itt 

No it. will not. 

No, that'• awrully good. 

Well thank you. 

.Ul right Henry . 

Goodbye. 
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H.II.Jr: 
Colonel 
Harr1naton: 

H.ll.Jr: 

H: 

H.W.Jr: 

H: 

H.W.Jr: 

H: 

H.M.Jr: 

H: 

H.ll.Jr: 

H: 

H.U.Jr: 

H: 

H.ll.Jr: 

H: 

H.ll.Jr: 

H: 

H .LI.Jr: 

H: 

H.L!.Jr: 

H: 

H.ll.Jr: 

H: 

Hello 

Hello. 

Yea, colonel. 

Deo .. ber 7, 1Q37 . 
3:"-' p.a. 

The laat figure I sa•• )'OU on amplo)'Bient waa 
tor Noyembar 27. 

T.llat.'a r1gbt. 

T.llat waa one a1111on, 61Q. 

Tllat. 1a right. . 

740. 

T.llat ' a right.. 

Now w1~out. report.• trom South Dakota. 

Yea. 
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From the alx New England etatea and from New York. 

Yea. 

we haYe an 1noreaaa ot a1xt.ean t.houaand, 83Q -

To December 4th. 

I aee . 

Wh1oh aakea t.ha total 1,638,37Q. -

one m1111on - what.? 

Yea. 

With auoh 1norea .. a to ba added - aa ~ haYe 
ooourrad 1n South Dakota and 1n New Englt:td and 
1D New York Sta t.e, wh1oJI I '11 be able t.o g1 Ye )'OU 
t.oaorrow. 
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R.lol.Jr: 

H: 

H.LI.Jr: 

H: 

H. M.Jr: 

H: 

R.M.Jr: 

H: 

H.U.Jr: 

H: 

H M.Jr: 

HL 

H.loi .Jr: 

R: 

H.LI.Jr: 

H: 

H.JA.Jr: 

H: 

H.U.Jr: 

- 2-

So, I'll SiTe you the reet of that to•orrow 
Kr. Seoreta17. 

Thank you. And you won't forget about 
Min Lonigan. 

No 1ndeed, I'm expecting her to call me. 

Right. 

And I 111 be Tery glad to bear from her wheneTer 
ebe call.JI. 

Oh- ehe'e to call you. 

That was 11f:t underetandl.ng of it. 

Well she called me, she didn't understand. She 
t hought she was going to hear from you tomorrow. 
Tb1s - District Supervisor wae to be in trpa -

Well, ae a matter ot tact he 1 e coming in here in 
t he morning from Chicago • • 
Well, suppose -

I think that the beat thing ~ould be to have 
Mise Lon1gan oome over here. 

What t1me1 
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Well, - auppoee - I'll call her 1n the •ornl.ng 
Mr. Secretary, I won ' t worry y.ou with that. I'll 
call her 1n the morning and aek her to come over. 

Thank you very auob. 

All right, sir. 

When you get the rest of the t1guree, you'll let 
me have them . 

I will 1ndeed. Yee, eir. 

Thank you. GOodbye. 
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·To: 

From: 

The Secretary 

!Use Lonigan 
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December 7, 1937 

On Wednesday 'morning, December fi rst, I arriTed in 
Boston, and called on wr. Raymond Branion, Regional Director 
of WPA. 

Ur. Branion talked about the general situation in New 
England and then introduced me to Colonel UaoDonough, the 
State Director of WPA for Uaseachueette, and to Uiss Lindall 
who 1s 1n charge o~ WPA social work for the state. 

I also talked 1n Unssechnnet te, with J.lr. Fred Graham 
of the State Employment Serv1.oe , "i.!r-Lawrence Harrington 
and h1s staff of the Unemployment Compensation Comm1aeion, 
Wr. James Uoriarity, Co~iasioner of the Department of 
Labor and Industries, wr. Roswel l Phelps and hie staff in 
the ~Jreau of Labor Statistics, Ui aa Ann Geddes or the 
regional offi ce or t he Social Security Board, Ur . John 
Reilly and his associate, of t he Nat i onal Association of 
Cotton Manufacturers, and L~ . Roy Cushman, head of the 
Council or Social Agencies. 

On Thursday morning I went to Manchester, New Hampshire , 
and talked toUr. Wi lli am P. Fahey , State Admini strator of 
WPA, and James P. Quinn, Director or Employment for WPA. I 
also talked to Urs . Wilder, Director or the State Employment 
Service, with me~bere of her staff, and went to see Ur. Graff 
or the New Hampshire State Planning and Development Commission . 

I t ried to reach representatives of the CI O and the 
A. F. or L., and also representatives or t he shipping industry, 
end wool en manufacturing, but did not find them free in the 
time available. 

• • ••• 

WINTER UNEWPLOYUENT 

The re ie eerioua unemploym@nt in New England today. All 
signs i ndicate that unemployment i e rising at an accelerating 
r ate, and that any possible i mprovements in business cannot 
come in time to prevent serious distress during t he winter. 

I 
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The decline in emplo,.ent eet in in Jun~. Woolen and 
cotton raotoriee began reductions rtret. Shoe raotoriee 
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soon followed. The reces sion epread into other manufacturing 
industries, like the textile-machinery plante, and into trade 
and shipping, as lese or cotton, wool and leather, and their 
tiniehed products were being handled. 

Colonel KaoDonough, the WPA Administrator in Kaeeaohu~ette , 
is receiving delegat ions every day rr~ public orrioiale in 
the various towns and oitiee, telling him or the great in­
crease in unemployment and need. The cities qnd towne want 
large increases in their WPA quotas. Colonel KaoDonough is 
able to give them increases ot rive or ten in their quotae , 
where t hey aek tor fifty or a hundred. 

In Lynn, Uaeeaohusette, or 15,000 textile workers about 
2,000 have been dropped, and about 13,000 have been r educed 
to two daye a week . 

In Lawrence, 13,000 to 15,000 workers are reported un­
employed, and the mills are running at about one-third 
capacity. Relief is the highest it hae been since 19)4. 

In Pall River, the situation ie the same, with very 
heavy lay-errs in the textil e mille, and even more wideepread 
part-time work. 

Reduotiona in wage-rates are now appearing 1n several 
textile cities. 

In Brocton and the neighboring shoe towns, which hnve 
9lwaye been one-industry towns, whole sections of the working 
population are une~ployed. 

In Uaine, New Hampshire , and Rhode leland, the picture 
is again repe~ted. The text i le industries bad an unusually 
good year in the early part or 1937, and reemployed some or 
their former workers who had been unemployed for a long time. 
Lay-offs and part-time began in mid-summer and increased 
steadily in momentum in the fall months. Lay-errs are etill 
increasing, and the number or unemployed is rising. 

In cotton textiles explanation• or the cause of the lay­
o ·· ra vary, but the many difficulties in the industry beoue 
acute with the first forecasts or a large cotton crop and 
the prospect or falling prices tor raw cotton. 

In shoe industry the difficulty is competition or cheaper 
shoes r r om Czecho-Slovakia. Barta, the Czecho-Slovakian 
worker , who le~rned about maes production while he worked in 
the United statee hAe invented a be t ter cement ror qheap fthoe~ 
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th8n the American manuf aoturera or low-prioed ehoee have 

been able to find. Cheap American sho~~ m~de with cement 

melt when wet, and the i mported ones do not . 

~1th these difficulties affecting t heir chief industries 

public officials do not ~~~ any hope or rising employment 

during the winter . 

REE:WPLOYJ.IENT ON WPA 

3G 

There pre now three sour cAe or publi c Pid for the nAedy 

unemployed, WPA employment , city or tor.n r elief, and unemploy­

=ent insur ance benefi ts. 

The beginnings of unemployment insurance benefits effective 

Janusry first, will completely alter the pr esent system or 
public aid for the unemployed. 

The Works Progress Admi nistration made steep reductions 
!n their quotas t his summer i n New England as elsewhere. In 

~ssachusette r olls were reduced about 20,000 from June to 
July. The figures have been rising slightly since t hen. 

In New Hampshire the number of ~orkers woe reduced from 

6 ,000 in June to ~.500 1n Se~te~ber. The rolls here also 
have been alO';.'ly riel.r.g, to 5,100 nt the end of llove:uber. 

I n 
limits. 
rsiAed. 

both states WPA employment has now reached the nuota 
No more wor kers c~n be odded unless quotas ore 

'tlhen the w:orkers lef t WPA last su=er they were given 
e promise that they ~ould be taken back if their Job s di d 

not laet. Some or t he people now applying to WPA are these 
eame wor~ers, who left with a promise of reemployment . Others 

are new applicants who have never before been on WPA. The 
officials poi nt out that at present t hey cannot reemploy 

these for mer WPA worker s because t hey r~ve reached the lim1t 
of their quotas. If 'IIPA can take bsok these workers as t hey 

promiAed, it will not only relieve suffer ing t hi s winter, ~~t 

wl l l make it possible to make much steeper reductions i n WPA 

l ists next spring. It ~PA is not able to take baok the 

workers whoo it promi sed to reemploy , they will not be able 
to induce any workers to leave the rolls next spr,ng. 

UNEMPLOYMENT COMPENSATION PAYUENTS 

Tbe Unemployment Compensati on Commission hee about 
1 ,136,000 •covered workers• coming under the unemployment 

compensation systen i n Uassachusetts. There are 17, 496 em­

ployers in the system . 
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The Coaoission oxpec~s betnoon 100 , 000 and 127,000 
applications tor unemployment benefits in Januar,y, on the 

basis of present unemployment . 
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Tho State D:lployment Service i s vory busHy all{;aged in 

oxpandina its ottico quarters and opening now branCh offices 

in tiDe tor unoaployod norker e t o roeister under the unemploy­

ment compensation rules, nhon benefits go into effect on 
Jenuar,y first . The D:lployt~ent Service 1'1111 have to t r,y to 

find norl' for nll t hese rocristrants durin~; the t hr oe- nook 

Tl!l1 ting period. 

Tho Unemployment Commissi on itself i s very busy collect­

inG payroll r eports and posting ~e rocQrdD of indiVidual 

norkers on ito records cards, so t hat the Cootl1ssion can 
compute each norker1 s benefits before January tnenty- tirst. 

This clerical and administrative nork is non behind schedule, 
partly because Ua.ssachRsetts adopted a cumbersome system of 

record- keepi ng 1'11th elaborate nen cach1nes of the International 

Business uachine Company. 

I f unemployment Compensation benefit s are paid according 
to schedule, it nill be tho 29th of January before the norkors 1 

families receive any money to spend, althouGh 1 elig1bil1ty• 

starts Jenuary first. 

I t the pr esent del ay in posting of records and computing 
of benefits 1s not entir ely overcome before the middle of 

Januar,y it r:Jll;l be the end of February or later before workers 

receive any of the money they or their e~loyere have paid 

into the Social Security Unemployment tund. 

I t is posoible also that o.~ workers 1'1111 find that 

their credits ho.ve been exhausted ant\ benefits cense ntter a
6 

tow ueel:s , because they were not Otl!>loyed long enough in 193 

and 1937 to cam credit enouall t o t;et the full local benefits. 
These compleXities are probabl y not yet tully understood by 

the 11or!tors. 

T'.'lero is nlso o. possibility, it t :'lo decline lo.stJi long 
enoucrJl, t hat all t ho credits 1n the unemployment tund may be 

ex.lulusted in the first year of operation. 

PUBLI C RELIEF 

In Boston t he number ot cases in receipt ot general ~lief 

declined troc uar~~ throueh July and t hen turned unnard again. 

It is no11 a 11 ttle hiS}ler than 1n the tall ot 193b. In the 

meanti oe hooever, t her e has been a sreat increase 1n public 

assistance for t he c.eed. The increase t his tall means there­

tore a ouch higher total case load and hiGher OJt!londi
6 

turos 

tor public rel i ef in Boston t han in t ho fall of 193 • 

••••• 
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The iMDedia.te si tua.tion is determined by the steep 

decline in ecploycent a.nd t he chanse in the systoo of public 

a.1d !or tho unemployed. In a.dd1 tion t here a.re other more 

elusive influences a.t work affecting employment. 

ELlPLOYERS FEARS 

Reoresent~tives of the cotton te~tile manufacturers 

pointed-out thc.t as t he size of the neTT cotton crop grew, 

!ears of a. procossing tax bec~e the ohio! influence in . 

delayinG orders. The trade believed that with a. new proceas­

ing tax t hey could not sell cotton goode to consumers . Be­

cause most of the ha.ndl1ng of cotton goods is on a percentage 

basis , t ho tax is pyral:11ded TThere it reaches the consuners. 

Also the tax is heaviest on t he GOods, l ike overalls , bought 

by loTT- incooe fao1lies, because it is based on the 1veight o! 

cotton in the article. 

The excess profits tax also a f fects the textile industry 

severely because they operate on the basis of one good year 

in four or five . The profi ts from the good year carry the 

industry throUGh the lone slack period. The excess profits 

tax in 1937 caught their one good year. The !act tha.t sudden 

unemployment came rapidly after one good yea.r has grea.tly 

e~hasized the effect of the t ax. The industry is dependent 

on excess profits to maintain anything like continuous 

opera. ti on. 

On the other hand it uas sueuested, (Not by the textile 

ms.nufacturers) that some firms had earned almost o.s much pro­

fit by t he r:Uddle of the year as they could have kept for the 

TThole year under the excess profits laTT. Since additional 

pto!i ts 110uld be l.a.r~;el.y absorbed by the t ax and there was 

a. possibillty of looses, soos fims oay havo reduced opera­

tions more quickly t~~ they othern1se woul.d have done . 
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Part of t he difficulty ot the industry cal!le also !rom 

the ! act that the mo.nute.oturors insisted on ma1nta.1n1ng 

throU{;h last su=er a.nd fall a level of prices based on high 

ra>r cotton prices of the preceding year. When the price o! 

cotton tell >11th t ho new crop cotton manufacturers refused 

to l:lllke a.n adjustment in price levels a.nd the buyers rebell.ed. 

With the increased momentum of the decl.ine, the industry 

is also ha.v1nc trouble with bo.nlt loans. Banks a.re Hm1t1nc 

t he noount they '17111 lend, partly because ot their forecast 

or the business situation and partl.y bocauoe the decline in 

stock market values has reduced the value of collateral. 

This banking o.ttitude may oo.ke it difficult tor firms to get 

loans and increase eM9lOy<~ent, when the industrialists are 

readY to go !onmrd again. 
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'l'he sJ.tuation in the wool industry is very much the same 

o.s that in cotton except that the wool industry ia still 

tino.noing growers ot wool in the wast and needs credit a :rear 

in advance to t1nance next year• s crop. 

'l'he decline in demand tor wool has seriously attected 

the import and export trade ot Boston a.nd reduced eaplo1118nt 

in shipping o.nd trade. 

USE OF THE Lo\Bat SURPLUS 

At best the textile industry has recovered blllY about 

lu:.J.t tl'flJ compared '1'11 th t he elll!)loycent it provided 1n the 

19201 a. Where mills ooved to the South vir~ly all the 

ITOrkers formerly employed in the mill reoa.1ned in the town. 

There has beon no migration ot workers out ot the textile or 

shoe towns, to correspond \71th the migration ot industry. 

EVen whore the mills have not moved to the South, they 

are otten C~llG to rayon, or other\71se altering their 

processes so · t hat tetl'er ti'Orkers are needed than formerly. 

The cities and towns have tried to induce new eoployers 

and net~' industries to come in o.nd use the va cant sites and 

t he t'lllter pOtTer . This has been partly successful, esp ecially 

the instance ot the Ar.loskellb l.!.ills in Ne\7 Rat:lpsh1re. 

Frequently the new tenants ot the mill property are 

tormer employers in t he tatrn .no oerely chance their site. 

Or they ooy be employers who need h1ghJ.y sld.lled labor and .. 

b:-ing t heir working force with theo. !leither creates employ­

ment. 

Tho ot her source ot ecploycent is the a1grat1on into 

!lew England ot employers seeking cheap labor, especially in 

the seWing trades. To\'11ls have ottered tree sites and tax 

exemption only to t1nd either that t he workers could not 

11vo on the wages ottered, or that the tirm stayed o. tew 

:rears and then lott. Scall shoe concerns are particularly 

likely to do that, since t hey do not own their oo.ch1nery. 

In one instance, in !la\7 Hampshire, o. dress manufacturer 

a sked tor ti1'ty women trom 'liP A se111ng rooDS. 'l'he 'liP A sent 

ten worker&. The beat ot theo could earn only n taw cents 

n dey. 

OTHER IliDUS'l'RIES 

Railroad shops are graduallY reducing employment in 

rural towns because ot eocnetition trom buses, and tho need 

to consolidate repair ITOrk· in one or t wo area&. 

Tho pulp and paper industry is autter1na troo serious 

COD!>Oti tion troll' tho South-west. 
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BuDner vacation 1n4Witr1ea 1n !few llupllh1re1 brill£ 
1ncreaeed bua1neu, but do not proTide e~~pl.O)'Mrn; beoau .. 
BWDI:Ier hotels IIIWit han trained worker• troa the o1t)". 
Local wa1 tree see and 11&148 will not ltQ on the Job 1t 
eome one gete sick at hoao. 

Local. fieh111£ 1n4uetr1ee and ecallop111£ are onro~ 
because eo aan;r unemployed workers tried to get a Uttl.e 
income that WB:f• 

·- .r 

• 
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CIWIGES IN &KPLODIEN'l 

HEW li:NGLAND 
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CIWIGC IB JIUIIBD OF IPA IOJIIJ:RJ J:IIPLODJ) 

Jew England 

Jul7 to JoYe•ber, 1937 

Change 1n 
llullber ot bp10JII8Dt-

Week &ftdtns Worker• laololed 12n~hlz 

Julr 31 94.359 
August 2tl 91 ,645 - 2, 71~ 

Septellber 4 91 , 3~ 
11 91,71tl 
1tl 92,15tl 
25 92,421 t 776 

Ootober 2 92,201 

1~ 92,128 
92,27} 

23 
}0 

92,957 
93.910 t 1,489 

MoYe•ber 6 92,230 
13 

9 ·m 20 97. 
27 97.97 t 4,067 

Souroe: Worlte Progreu .&4ain11trat1on 

• . 42 
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1929-W 1!l6¥! 

Julr /1..8 
Auguet 1- J.O 
l!lepteaber 1- 2.1 

October 1- 1.11-
loYellber 1- 1.1 
Deoellber I J.O 

J&DUA1'1 1- o.8 
rebru&l")' 1- 1.4 
March I 0.9 
April I o.4 
Mar - 0.9 
June - 2.0 

l!louroe: U. 8. l)epar1;aent of Labor 

• lot aYa11ab1e 

1917-11 

- 1.11-
I 1.2 
- J.O 

- 2.8 

!be aoooapanr1ng ohart 1e baee4 on relaUn f1guree 
ooaputed froa the percent obanp llhown abon. 
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IIIDEX or DPimJIEft 

1lanutaotur1• 

Jlaeeaohulttte 

1925-27 • 100 

1920-30 12~6-~Z 12~1-~ 

Ju1r 91. 0 75·4 :4·7 
Auguet 91.9 78.2 . 2 
Septeaber 94· 3 79·8 81.1 

Ootober 94.0 80.4 78·9 
llovellber 89.·9 81.6 
Deoe11ber 8o.5 8}.6 

Januarr 8~·9 84.0 
r e bruarr 8 .1 8~.z 
llaroh 85.0 8 ·1 

April 83.4 8I.2 
lla7 81.3 8 . 2 
June 78· 5 8}.4 

Source : Kaaeachueette Depart111nt or Labor and 
Induatrr. 
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ItfDEX OF EIIPLOniZft 

Construction - Building !rade• 

Kaesaohueett• 

1930 • 100 

1222:~0 12~6-~Z 

July 119. 4 4o.1 
- - August 124. 2 41.2 

Septeaber 12 . 4 4J.O 

October 121.5 44. 4 
November . 120. g 46. 1 
December 1~. 41.6 

Janua.ry 93· 3 36. 3 
February 85.7 :n.4 llaroh 89·3 35· 
April 93. 2 42.1 
llay 91. 8 ~·2 June 103. 5 ·9 

12n-~~ 

46. 4 
50· 3 
SQ. l 

51.5 

Source: llaeeachueet ts Department ot Labor and Industry 
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lJIDEX or EIIPID~ft 
Public Ut111t1ee 

llassachueette 

1930 • 100 

1929-30 12~6-~Z 12~1-~~ 

Jul)' • ~-4 ~-4 
August • ~-0 ~-9 Septeaber • 81. 3 ~- 3 
October • 81. 6 83-5 NOYeablr • ~1 . 4 
December • 81.5 

Janual')' 100. 4 8o.4 
Februtr)' 99-1 ~-i March 99-4 81. 

April 102. 0 81.6 
Mar 104. 3 82.9 
June 103-7 83.~ 

Souroe: Maseaohusette Depart•nt ot Labor and Induetl')' 

• Not available 
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PAMUL PAIW'BRAU OJ' TIUCIWI ~InD 

J'llOlh Allertoan lllbaeer, Parh, J'ranoe 

DATil Deonller 7, 193?, 15 P••• 

•o., 110e 
J'OR TU18UJlT • 

48 

Tran.aouona •are apin liai h4 aa ~he uobnp 

aarlte~ here ~odaf. The dollar ra~e w-.ltcecl w ae.st "'h 
morning, apparen~lr due ~o apprehceiona regardiuc ~he 

tu~ure of ~he pr1ot of 111Yer. Bowwer, ~he ra~e etreng~hened 

~o allwt 39.U in the official •rite~. Shrlilla r-1De4 ill 

~he neipllorhoo4 of 147 .09 &leo tUD4 •4e n'bri&Jlt1&1 pur­

chaeta. We are ~ol4 b)' ov urltn ocmtao~ ~-~ proballly 

abou~ 400,000 poun4a were ob~a1De4, 

Rentee oontinue4 UDetea4y an4 loat abou~ 55 cen~i•ea 

a~ the openina. 
J'renoh 

Reliable 1Dtor.a~icm hae oo•• ~o ue ~ha~ the/authori-

tiee are olllr ••o4eratelr aat1etie41 wUh the recent freaaury 

loan iene, aa 1t ia goiJI& "elowlr"• 

The eu.aim.ttoa of the 1938 bQ4cet b)' the Obaaber 1e 

progreaaing norJU.lly and eo tar the 41aouaaicma h&Ye not 

giY& rite to &nf outetan4ing dittercoea ae ha4 
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bnn .trorrd. 

Yratrrda7 thr budgrt o.t the Tzoroall1'7 •ae adophd• 

It totnla appro.Jd.IIIOhl7 as b1ll1on t'loanoa Qioh 1e Obou1J 

45% o.t th£ total <11' the OJ'd1DQr7 b.146r t . liotabl7 111 

inolUdra about 14 billion .t'ranos .tor thr int~rst Pl17111nte 

on thr publio drbt (th£ Olllart1zotl.on .t'und is :ruPCII81blr 

tor Cl:!ort:tzotion 1Xl7111t:nta on thr drbt) om about 9 bUlion 

tor prr:...,.ar prnaions ( thr PEnsion .t'und, port17 .t'illa!IO£d b7 

loon iaoUE:a , providra tor pootwor P£ns1oll3) . It ... 

brOUght out thct thr public drbt inorrosrd b7 a~out 2~ 
billion frcnos durill8 thr 7£ar £ndill(J J.uguat 31, 1937, 

nhioh 1o about rqual to the 1nortoar ot tht prrording 

Regraded Unclassified



50 

KBo GRAY 

Paris 

Dat~d D~ODDMr 7, 1937 

R~c 'd 3:&2 p. a. 

SEcrEtary ot 8 tatE, 

Washington, 

1706, D~C!l!lbO' 7, 5 p, m, (SBCTION TWO) , 

Smarting undrr criticism tor ta11\ft ot thE Ocvtrn-

mmt to aid outticirntly Prmch holdErs ot tordgn uouri­

tiEs to rEcovEr thEir duE, BonnEt promisEd to conaidEr thE 

crEation in thE Trraaury ot an organism grouping rt:prE­

srntat1vEs ot thE MinistriEs ot CommErcE, Financr, and 

ForEign Attairs, and told thE ChambEr that thE only Ef­

fEctivE mEans ot dta11ng with such tortign dEbtors waa 

tor thE Prrnch Govunmr:nt to act r:nngrtically whm nE­

gotiating commErcial trEatiEs, 

With rEopEct to authorization grantEd to thE TrEas­

ury to borrow during 1938, thE trxt ot thE rElEvant pro­

vision approvEd rrade approximatrly thE samE aa that 

EmbodiEd 1n articlE 56 of thE FinancE Law tor 1937 

forwardEd wi th Bmbassy's dEspatch numbEr 256 ot J&DD&rT 

7 1ast, It limit& thE issur ot ordinar7 trusur7 bonda 

to 20 billion trance, and authorisEs thE MinistEr ot 

FinancE to procEEd to tuDding oprrationa ot public drbt 

a~rour1t1n 
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2- No. 1706 1 D~c~b£r 7 1 from Paris, 

SEcuritiEs to covEr mEdium tErm loans maturing during 

19381 and ordinary tr~as~y bonds and bonds issuEd to 

financE thE p~:nsion tund. 

ThE practical unlimitEd fru:dom to borrow thua ac­

cordEd was ccnd~Ed stvtrtly in th~: ChambEr, a~ waa th~: 

casE last yEar whEn t hE 1937 bUdgEt was dtbatEdo How-

EVEr, in v1tw ot thE prESEnt attitudE ~ invEstors towariFidi~~~ 

govErnmEnt loan issuEs it was agrEEd that ~ht dangEr ot 

possiblE abuSE o_f thE authorization was iiiOJ'r appar~:nt 

than rEal, 

It appEars from quotations publishEd from thE r~ort 

of thE ChambEr FinancE CommittEE on thE TrEasury budgEt 

that appropriations totalling 14 billion francs r~:qutst~:d 

for thE SErViCE Of tht publiC dEbt EXCEEd last yEar I 0 

appropriations by about onE billion francs , and tbat thE 

public dEbt (forEign_and domEstic) at August 31 last 

stood at 3841 5911 0001 000 f~anca, comparEd with 3601 6451 

0001 000 at AuguBt 311 1937, In this connEction rtf~:rEncE 

may bE ~dl!: to Bmbassy'a . dtspatch numbEr 1145 ot Octob~:r 

151 1937, (BND MBSSAGE) , 

BULL ITT 

CS B: 

Regraded Unclassified
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117~~~...._baoe&<lor : 

......... _. .. ~_.. .... 11. ? .,, J .......... ,_ 

.... ., ...... 11, 1119, .-lMbc. 1.......... 7 •• 111 "· 

c- sf.al ,.,..._, -'-I Ws ua;rr•U.• 'PI~ •· rs ts -·· 
•W••• et "-•· 

Ae ,_ -.. alrsalr -... ...u .. , all ~ I11F ,._ ..,._ tile ,... 

... - ._ ............. -- n-1 .......... t> ""'• J 
-.. 87t W N A ? llF Mllift p $IF •-"-UN te *- •"­
liMP• 

J ..... -llflallF SWI.I .. \M ......... ~ \lie ...... ef" 
NA MWsllF llaft a 'fSFF 4 S ta. .. Sa ' st "II ~ tile Ulftaltr 
~. ls •• tile P'••• ,._ t.lrc la ........._ a. P'•sat FaM ~ 

s us, .- Ills .... tre .. 1111Ml• u.. .... na. ... ts ~ u..-._., ............. . 
n~ r a a te u.. 1s7l7 •••w 't' •· .. ••• 1 ....,., M ..... 

\MD \lie W .... *'* \M nMlllNUN ,_.- ............ 
..,., \lie re•-•• ~\lie,... M -. .... &a \lie.,......~ -..n 1-. 

•· ... ,. Sa ~ 1 a se flsll1S. -~ tM •• a ·t .... la 

I lo 1111, t• ·- pd)l I~~ t2Js .... 741e ~·-- fttll 
tslw • • •~ ..... , • p.a ..,..u, .- ....... pst'W ..._. •11-
~.u ta • IJIIlW nata t• .- au ne ~ u.. .... ts ,.._ -. ... 
.... ,... , ............ ,. ............. -.! ...... ..,. ~-
f-* M tl~ liNt etl tile OldW ... ._ M .-I'F t• tile ..._,. I ., ..................... . 

It SIJ', -· fNlll •• • stutw •• se '• ...... u • ..u 
as sll- as .....__,, ..tt M ~ _, • .._., J sllall M ,sat te -'" 
... a flli'Nt -U..la .... Us ..... ,., *'* J P' I I ,..t& M 
P'PIS&W'tl-tllflp U..r..t .MJl II SF b .......... 

!tiler r tle 
les sD s IIUnlals 1 

Sant- 2 Q ••'•, ......... ~. 

~~· ., ~·, 

•-en 1 ~ t2Js ••--rs 
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TELEOR.'JI SEliT 

DcctnbEr 2 , lS37 

ll o. .n • 

• JIEI:B:J>SY 

liEXICO CITY (l iEXICO) 

238 . 

StcrE'I.<'.r;; :i~.r:;Ent~.u h.."'.S ::~skEd uo to explain to you 

tmt hE is oo conpl ctrl;r occupied rtith bud3ct :md ethEr 

fisc:-~ J:•.AttErn thio \'lE Ek t h"'. t hE will not bE nbl E to giv£ 

proper ccnsidcr~tion to thE nattEr r niord i n 70u lEtter 

until n Ext nn :t :-.nd truots you uill undErst::~nd , 

!lULL 
(5 ' ) 
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UNnm STATU OF AMERICA 

Regraded Unclassified



ff l&l. . .. 

EMBASSY OF THE 

UNITED STATES OF AMERICA 

llourllllle .Toa~ .. ~tela, 
.AMrlcu .A.IItluea4or, 
llul~o . D. •• 

55 
llerloo, D. •• 
l'ot IIIII' 111, 1111'70 

of fluzlca, on tu ..,ndllc of -.,,.-.h • 16 u raquatM tll&t I -Uo&u 

41ra~ .a4 lll14er "1'7 ~llfl4nUal OOT8r +.u followiJic Won~&Uoa to 

SeoratUT llorcaat-. 

'1'he KWatv aa14 that tu colo. raae:rn of tbe l3aDk 

of llul~o ba4 'bMa 411111liah1Dc rspldl7 for IIAZIT weeki .a4 that u -

llOt able to pranat fvtbv nloetatlal rad.ucUou la the - tw•a• 
a4, tu...tora, he waa 11-'nc Tl1'7 lllliUJ' OTer -.lllt aiac tu F•••t 

rate of aoben&'l• .. etate4 that the 4'1'1a4l!JIC ,......,... la coaJaoU• 

with the hlcb lou pollUoa of tu l3aDk of lledoo .. ,.. -lac ~., .. 

e1411'11!1le ~loa oa the part ot halll••• lllteraeh u4 tu 

pv.bll~ ill pural wlth the I'Nillt that t.poll\1 bail bea .a4 _. 

-umatac to be 'l'lth4r-~ tbe 11..0 ill a llllunal -· • 

1&14 that 'Uil8r ellob. oouUlou 11114 '1'1\h a -•s-tloa of U.., tu 

aoenalat7 of -.!atalalac tu p-t rata of w•)=p - talk P"­

-•M. .. lkW that tM ValW ltatM !N&nl'7o .._rl_ apei'Mn 
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.u .a-n-. lanote& lat-h 1A I!Atoo b84 a t.o14e4 tat_, ta 

llezioo ' • .Uorh to aalatalA ~ pr••• rato of •obu&e 8114. tbere­

fno, ho foU that our !'nanz7 W01114 44 oni'Jth111C poo.S.'bl o to pn 

ftle lllAlot or ncr-ote& that I n;pl•tn to IMntUT 

llor&Utbaa that ho ha4 aot pt roool"" •tborbaUoa trw ~ I'Ho14at 

to ao1<o tho followiiiC r._ot, 'but, tllat ho w0'1114 ooiUIIlt tho I'HdU.t 

oa thlo •ttor at hlo oarlloot qportaitJ'. .. aoko4 tvt.11er Ueat I 

toll IMn'UT llorpJitha thattbo aoftal ~ w ut 'b- ro *" 

lrcat that ho wao at\e.ptliiC to prepare a •Ill' to uot a tluaolal ooa41Uoa 

Which •141bt tnolop at OZJT tiM. 

Xutotor ~uar .. 0&14 that tllit x.x1- 0.......-t -

hao a oorl&l.a __ , of oUnr 4epodto4 1A 'lllltto4 ft&t oo alAte llldoh io 

fi'M of .:T o'bUp.Uoao, 'b-• he b84 rOJPoj4 ~ orlclAal lou to the 

1hlit o4 ltaho t'roo.nr7• • q"llalit1o4 hio otat-t b7 ..,.tac Ulat ~ 

d l nr oa 4epooU 1A t ho 1hlito4 statoo tone a part of tllit par•t• ot 

-•'MT 110ho 1A otrnl&Uoa. ftle )(1A1otor oa14 aloo \hat tho J&k ot 

llluloo hao a oortata aaouat of pl4 on 4epooU 1A tho Ullit o4 1\atoo 

:ro4oro1 ... ol'Yo llldoh, llDwiM, 1o fi'M of obltp.Uoa •oopt that U 

1o oleo 11lolu4o4 1A the - • t&rT rooorn. Mr. haroo oa14 ~t it 

the -r.-., anooo ho wv.11. _ .. ,,. te.ooo.ooo to tlO.ooo.ooo •:~.e 

loro lllth whioll t o bolotor 11p tho -.oaotUT rooono. Bo ..s4o4 that 

ho lm.., tho '0'1Uto4 ltaho !'nanz7 ha4 a ftJ'7 oabot•Ual oto!IUlsiiiC 

flm4 r,. whioh he hope& u owl4 _. - ao•io'-• ta -· ot 

-olt,o h f .,, • oa14 t11at M ooa14 ut p1Mp the p14 ellA 

oU...- • 48poo1t 1a \he t1a1te& 1\atoo u a Uroot paraatoo ot a 1-. 

Regraded Unclassified



froa ov !re&8111')', beam•• be 110'0.14 tbea be oo.peUe4 to ~-

the equhal..,t fro. tbe _,U'T nMne, which aoUoa woul4 •' 

MITe Me piUpOM• Bownn, be ee14 that ha woul4 ~to ~-,.. 

the col4 u4 eUnr b the tJzdte4 ltat .. atll the loa ...sa to tba 

Karle& Oon..-nt >:!1'0.14 ban b- rep.id.. tJIIAer We .. thod be 

could atUl allow the sol4 ea4 aUnr 1A M e -.,~aetU"T naen-e u4 

uee the $6,000,000 or *lO,OOO.LOOO 4ollara to U.d.iat&lT 1aoNUa 
- -
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llialater ea-rn a:pla1ae4 that t .h .. eituaUoa 

aicbt clear aa4 be aight aot aM4 \be loaa, but, be wialle4 to 

•~ S.eretU"T Korc-U....ta aaaftr aa MOll aa poui'ble 1A ol'4er 

to ha•• &naJ'aaoea of anbtaaoe 1A a qzdok -c•CIT• !be 

lll.atater M4e4 that 1.a oaa• lleontU"T llorc-tbau ooul4 aulet hi-. 

aa outll.ae4 a'boft, 1i 110'0.14 ut be aaoe•&U"T to 11111te a utua1 

traAafer of -.,-, beoauae aa aeree4 loaa ooul4 be llho'O'II ~41atelT 

l.a the reaanea of the lleak ea4, time, MJTe the p~UP~Ia of cvJ.•Uac 

with4rawala aa4 poeelble raae Oil Me bii!D. 

!he )(iahtar ee14 that 1A oaae laoretU"T llorpatha 

ahou14 r&ql&ln tvthar cuar•tMe that ba woul4 be clllll to pl.aM 

quaUUea of aporta'ble pet~ at \be 41 ... 111Uoa of \be Marl-
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!M 111Alet• ..a& tllat \u e~~ ... wo~u- '' a,t 

la ,. ~t ,_.., ... ~-wl~ ,. ...... .... l -u-. 
?ft7 &ft$1hl w 7ft fu e•ftac \hie l.e"u \e IIMntaJ7 .. ~.­

.ur »Ueoul ,.... 

11\ll ldaUe\ :penoul ~. l r..S.. 

58 

Regraded Unclassified



. . ... 
December 7, 1937 

lolr. Bell handed the Secretary the attached 

pr oposed schedule for employment on WPA work proJects. 

The Secretary aald: ' You have on thie state­

ment a total of 1 billi on 307. What I want to know 

is how muoh you have in ever y pocket .• Bell replied, 
1 We have an appropriation of 1 billion 500. We have 

transferred to it from old appropriati ons 61 millions . 

We can get 64 millions more. We haven' t got it, but 

I think we can get it. This would make a total of 

1 billion 625. The President has allocated up to 
December 6, 920 millions. That leaves a balance of 

705 millions to be allocated , of which the 64 millions 

is yet to be f ound. He has tentatiTely earmarked for 

allocation 508 millions for WPA, Resettlement , etc., 

etc. , leaving 197 millions. That 197 millions ie in 

reserve. Speci fic reserves, 121 millions; general 

reserves, 76 millions. 

59 

lnl ,Jr: 1 Then what you really have 1e 121 a1ll1on 

plus 76. I Just can' t understand Harry Hopkins. I think 

i t is penny wise and pound fool i sh to squeeze this thing 

now and I think that i f he put on another 100,000 men now 

we may save 500, 000 later on. Everything we can do to 

stretch this thing and make it go now at thi s particular 

now may keep us from getting much, much worse. I am try­

ing to get the best business statistice that I can. I 

am not yet convinced that this is a major dsprsssion and 

everything we can do to make the greatest use of the money 

that we have at our disposal may save ue f rom going into 

something very much worse. I want you to think about i t. 

We ought to have on our rolls 1,700 ,000 people; as of 

November 27th we had 1,519,000. We are talking about 

putting on another 180,000 people very soon.• 

Kr. Bell said that Hll ,Jr ought to talk to Harry 

Hopkins about this before he does anything and the Secre­

t ary r eplied that he was having Harry Hopki ns for supper 

tomorrow night. Bell also reported that Harry Hopkins 

wae not worried about this pi cture at the present time and 

that Harry Hopkins ea1d that unles s things get much worae 

he wants to get by on 1 billion 3. 
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. . /h.- 7, I f "J 7 
Proposed Schedule tor Plap10JMDt 

w. P. A. Work Project• 

Plap10J118nt 
(In tbouaande) 

Proposed Cbange Percent 
Schedule trOll Change 

PreYiOUI 

1,622 - 288 - 15.1 
1,514 - 108 - 6.7 
1,485 - 29 - 1.9 
1,46.4 21 1.4 - -
l,SlO I 46 I 3.1 
l,65Q /140 j 9·3 
1,750 /100 6.1 
1,750 0 0 
1,675 - 75 - 4·3 
1,56o -us - 7.4 
1,410 -150 - 9.6 
1,3351 - 1S - s . 6 

Total Amount tor Work Projects 
Nat ional Youth Adainie. (b) 
Adainiatrative Expenses (c) 

Grand Total ~.P.A. 

Tranaterred to other 
Agencies tree quota 

Total .l.P.A. Quota 

P'lmda 
(In •11Houl 

Required AY&ileb1e 
tor Pro- Wider 

quota 

$ 115.7 t us.7 
92.1 92.1 
89.1 89.1 
89.9 89.9 
92.3 90.0 

100.8 90.0 
106.9 90.0 
106.9 90.0 
102.4 90.0 
95-3 82.3 
86.2 7).2 
81.6 64.5 

$1,159 .2 tl,056.8 
40.0 40.0 
63.1 57.7 

t l,262. 3 $1,154-S 

~~-~ ~~-~ 

tl,307.8 tl,200.0(b) 

t 

• 
2. 3 

10.8 
16.9 
16.9 
12. 4 
13.0 
13.0 
17.1 

t 102.4 

5. 4 

$ 107.8 

t 107.8 

(a) Actual figures for these months (b) amount euthoriaed b7 
President (c) ~ax1mum amounts authorized by law 
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December 7, 1937 

Proposed Schedule for Ellployment 
W. P. A. Work ProJects 

Ellploymen t 
( In tbQusands) 

Funds 
( In Billions) 

62 

Proposed Change Percent Required Available Additional 
Schedule from Change 

Previous 
tor Pro- under Requireaents 

Quota 

1, 622 - 288 - 15.1 • 115.7 $ 115.7 • 1,514 - 108 - 6.7 92 . 1 92.1 
1, 485 - 29 - 1.9 89 .1 89.1 
1,464 - 21 - 1.4 89.9 89. 9 
1,510 ;. 46 

~ 
3.1 92 .3 90. 0 2. 3 1,650 t 140 9.3 100.8 90. 0 10.8 

1,750 ;. 100 6.1 106.9 90. 0 16 .9 1,750 0 0 106.9 90.0 16.9 1,675 - 75 - 4 -3 102.4 90 .0 12.4 
1, 560 - 115 - 7.i 95 .3 82.3 13.0 1,410 - 150 9. 86 . 2 73.2 13. 0 
1,335 - 75 - 5.6 81.6 6&.~ 17,1 

Total Amount for work Prorcts $1,159.2 $1, 056.8 • 102.4 
National Youth Adll~is . ~b 40.0 40. 0 
A~strative Expenses c 63 11 ~Z,7 ~~~ 

Grand Total W.P.A. 
Transferred t o ot her 

ti, 262.3 $1, 154. 5 • 107.8 

Agencies from quot a &~.~ &~.~ 

Total W. P. A. Quota $1, 307.8 $1,200.0(b) 4 107. 8 

(a) Actual f i gures for these aonths (b) amount authorized 
by President (c) Maximum amounts authorized by law 

Figures based on 61 .00 per month 
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Deceaber 7• 1937 

l937 Relief Act 

Appropriation tl.500 • 

Trensterr~ to_tbis appropriation $ 61 I 
-

Bst1• ted to be transferred 125 

Total available $1.625 I 

Specific allocations up to Dec. 6th 920 

Balance tor allocation $ 705 I 

Tentatively earmarked tor 
allocation $508 » 

Specific reserves 121 

General reserve 76 705 I 

• 

Regraded Unclassified



Decemblr 7 . 1937 

The President called me last night and asked ae what 
we had done on the Chinese situation and I told hia that 
we agreed to buy 50 million ounces over the next ten weeks 
but that we were wsJ.ting on the State Department before 
we decided to give the Chinese ~ extension of their right 
to borrow foreign exchange which expires on December 31st, 

He said, "As soon as I got a day away from Washington 
my whole attitude changed". He said, "I have bad lots of 
time to think things over while I was on the boat and I 
expect to make an address shortly restating my position 
to the people of America 1n words of one syllable." 

From other things that be said I gather that he feels 
t hat things are not so bad, He asked me whether we have 
been able to do anything about the surplus tax jllld I told 
him that we had not yet been able to work out a method 
which would keep the principle or the surplus tax and at 
the same time give the necessary relief. 

/ 
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lleoe~r 7, 1~7 

To: s.oretv7 Uorcentbau 

From: Mr. !.lag ill 

1 , 

lh 8J<ll80t to present t<morrow our propoeala tor cll>toeea 

in tbe present deduouon for percentage depletion lll.lo.,.d to oil ud 

miniQ!! c011peni .. ; and tor oho.ogee 1n tbe method or taxl.ng l'lllrried 

persona 1n CCI!IIlun1t)' property states. 1J& will then put iu our re­

OOCllllllndations tor l.mproTeraenta in tbe ge1111re.l acll!l1n18tretha proTi­

s i ona . I thinlt w wlU complete our present eeries or recco...udationo 

to the CCI:IIlittee about tbB t1rat ot next •elc, 

The drattamen han not yet completed work on tbe pro­

posal. tor a tax on ocapaniee 10bicb accii!'II.Wite unreaeo110ble wrplueee 
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in order to de teat tbe aurtllns upon weal. thy eberebol4ers, but no&llent 

progress is being nade, I bdine the drettslll8n will be able to worlc 

out a satistactor7 MOtion 1n the 1111xt few 4eya, tollowins tbe '>"""rill. 

lin.es which I described to :you asftrlll. •elcs aeo, It the proposal can 

be worked out it ought to aol.a a good many ot our difficulties . 

2. Nicarapn Tax Rotund 

The C.narlll. COWUI81' s office rec-.ended a large rotund 

ot 1ne011111 taxes paid b7 a ':'011-:r owned by the ao ... rTDIInt or :a~. 

lob'. Parkert e et&ff adrlaed ue thet 1n their opinion tbe rotund -e 

taproper under the lew, The State Department ""s strongly in feTOr 

or the rotund . Attar intCil"llllll conterencee bad tailed to raeol.,. the 

diepute betwun tbB p11rtifiS on the legal situation, I sU(!t;f>sted that 

the question be tOIMIIIIl.l:y placed betoro the 1oint Ccamittee on Internal 

Rnanue Taxation, Mr. Oliphant ausgasted and I ~ad that ur. lllencbel 

should present the cue to the 1o1nt COC!l'l11ttee on behlll.t or the Tre .. ury, 

sinCe be .,.. t..t.liar with the lepl q>leetiona , I haft just been 1n­

t oraod b:y l.lr, •ncbtl that the 1o1nt Coaaitte& telt quite etrongly tbet 

the reflllld •• unauthorized by the Internal Rflftnue lAw and be there­

tore aosured them th!ot it would not be .. 48. The CCIIIIII1ttefl sugg .. ted 

tb.o\t the claim of tticaragua ought to be praeented 1n tbe rona of a 

spec 1lll. bill , which would be rat erred to the C<'lllllittee on J'oroip Re­

lfiUona , 
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Dill ••• f 1 lllf 

14 4oar Mr. Pnol ... ,l 
l ..... Ju' l"eMl ........ ,... 

.ru .. u Joneo \MI lie M8 acud wltll 
Roiii'J' Wallaoe ... JV•lf1 -' ..... 

re!Ull u repo1\ ,.,.. Ulat n u 
tuulblo fN c 11l1SJ C.UU' '- ..-e 
fl,OOO,:o '- 1M ..... t!lo ••• 5 UM 
ot " ' • ~-{.t...~--\' 

1 .. IIIUI1ou lo l>P111C tblo • ''• 
&lone wU h a ....-_. of olhiiJ' 1 ... ,.._, 
ut\ uro lo J OI&P aue~~uoa •' JOfiiiJ' ... u­
••' oonwunloOOO• 

'rho lruo14MI', 

'rho Whl h KoliN• 
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....., Wall&oe &1111 111r •lt, _. ..... 
N..S, to ,...,..., COJM tbat lt le 
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•"'•" eo rov atenu .. •• , ... •-u­
••• oonYODloiiOI. 

!be Pro114nC • 

!be Wh1Co Ko•oo. 
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pegember a . 1907 

Conference wit h the President . Re seems to feel thut 
it is very important t hat he restate the New Deal philosophy. 
Be s~>id, ""fter ttll, we are following the middle of the roud 
program 1.1nd if business continues this drive on the Hdministr~ttion 
they will simply push the t~dministr~<tion mor e to the left" . I 
t~greed . 

He said, be had come to the conclusion thl<t this 
present recession was almos t entir ely due to the i nventory 
position of business . I said, "You mus t add to th· t the t act, 
as one st~id , 1 Peace has Reared its Ugly Read in Europe I " • (he 
took time to write this down) . I suid business was counting on 
~n unbalunced budget, intlution and the oppor tunity to sell raw 
ma terials f or w~tr purposes. .~1 three of these fuctors f ailed 
to materi ... U ze w1d the co::.b1nat1on hits compl etely thrown business 
of f its bul unce . He ~<greed . 

I then t ul ked to him a bout the greut difficult y I had 
durint; t he r:-eek ending November l:. 7th 1n regard to the Tax Bill 
und the trouble t hu t I hud had with Jimmy. He did not wunt me 
to continue. He s aid, 11 I have heard three versions of wh&t 
Vinson was s upposed to huve said 11 • V/hile he would not let me 
continue ubout t hut I sa i d to him, aft er ull I lwd been flith him 

al l these yeArs a nd I did not want the question to come up where 
he would huve to decide between Jimny and myself. 

After leuving the President, I had a t ulk ~ith Miss 
Le&nd und she told me th<.t she told t he President on Yondt.y 
ni ght, the 6th, t he whole story a bout Jimmy and myself i n the 
geeutes t of detail und that one of her rensons for t elling him 

t hi s was that she does not want J immy to have any more contact 
y,ith the Hill . 

The President then got stcorted on Joe Kennedy. He 
suid from three independent sources he had gotten the story 
t ha t Floyd Odlum hud offer ed Kennedy one million dollars to 
r epr esent the utilities in Washington and t h.t<t Kennedy hud 
e·ren gone so far cos to corru.nge t o split this mill i on wit h 
cert~t in p&rties; t hat he fcoced Jr ennedy .-!til this story a nd 
t hut he absolutely derued it. The President t hen made a 
st urtling remark thut be considered Kennedy n very dangerous 
mun und t hut he wus going to send him to Engl and as K~Dbassador 
with the distinct under s t unding t hut the uppoi ntment was only 
good for s ix months und thut furtnermore by giv~ng him t his 
UJ)1Jo1ntment any obligation that ht! bud to Kennedy w&.S p&id for • 
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I said, "Well, Kr. President, England i s a most important 

post and there baYe been so u.ny people over there talking against 

the New Deal. Don't you think you are taking considerable risks 

by sending Kennedy who has talked so freely and so critically 

against your Administration•. The President said, WI have .ade 

arrangements to have Joe Kennedy watched hourly and the first 

time he opens his mouth and cri ticizes me, I will fire him". 
Be said two or three times, ~ennedy i s too dangerous to have 

around here .• 

I don ' t know what be means but I certainly will be glad 

to have him out of Washington and I take it that i s the way the 

President feels . 

CHINA - I let the President read the memorandum that the 

St ate Department had fUrnished me with. The President read it 

ver y carefUlly and said, "That is the most stupid memorandum 

I have ever read. When they recomaend that we add to the 

agreement to give China a foreign exchange loan the statement 

"this may be cancelled in case of a Neutrality Proclamation•, 

this would be playing into the hands of somebody l ike Senator 

Nyen and I added "or the Japanese• . He said •Pix up an 

agreement with them right away in writing" . f told him that 

we would extend it !or a year but that I find the Chinese have 

only asked for six months ' extension and that I will give them 

only what they ask for . (Memorandum from the State Dept. attached) . 

I find that the agreement that we made last week to buT 
50 million ounces of silver from the Chinese Government is purely 

verbal and I told Lochhead that I wished to confirm it in writing. 

I told the President that Suarez, the lle.x1can K1nister of 

Finance, was on his way up here in order to arrange a foreign 

exchange loan against gold and silver deposited with us; that I 

wished to carry out these negotiations irrespective and independ­

ent of any deal that the State Department might have on with them. 

He said, "That is all right, provided you ask Sumner Welles 

whether, by doing so,you do not interfere or come in conflict 

with the so-called Berle Plan but•, he said, •1! be asks you 

tell him that you do not know what the Berle Plan is". I do 

not know and I did not ask the President but evidently he 11 

using Adolph Berle, Jr ., as a Secret Agent to negotiate some­

thing with the Mexicans . 

SILVER _ I said to the President, •Do you want to talk 

silver" and be got a kind ot quizzical sm1le on his !ace and 

I said, •I have all the cards but I am not going to put mine 

down first. I will write on a piece of paper now what I think 

the price should be - if you will do the sa.e - and I banded 

him the slip which gave the prices and dates of his various 
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OJ .ADVERTISilfG COTTOJI - he aaid, the creat trouble with 
that ia that soae aanutacturera or bath-tuba will coae down 
and tell 11e that the supply or bathtubs ia ott and won't the 
govertllllent anertiae bathtubs•. So I aaid, •That ia all 
right but we do not happen to have a co.adtaent ot over 
450 million dollars in bathtubs, the way we do 1n cotton•. 
Then the President saidi •1 •11 tell you What you do. Tell 
the cotton textile peop e to get all their plans ready and 
that they should raise a halt a million dollars ot their 
own money and I am willing to go on the air and give a 
special talk devoted to cotton, with tears 1n MY voice.• 
I said, •Mr. President, that would be worth at least a 
million dollars provided you put the tears in. • Then he 
said, •You can give a tal.k on What i t means to the Treasury 
and Wallace can give one and, he said, the govertllllent will 
do everything it can to help and I think this will be just 
as effective as though we spent the money. • 

The P~esident then said, •How are you reeling?• and 
my reply was, "Well I have had to keep MY chin up since 
Labor Day but now that things look slightly better MY chin 
i s beginning to get a little heavy•. 

(See attached letter trom Jesse Jones on cotton ~d 
the suggested replr tor the President's signature to Commodity 
Credit Corporation Which was prepared by Kr. Oliphant, both 
or which are self-explanatory,) 
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IIEOONSTRU«JTTO.~ :nNANtJE OOilPOUATION 
WASHINGTON 

Deo.-ber 7, 11157 

Deer 8&1'1• 

The bT-l••• ot the CoModiv Credit Oorporatl.ao 
prorlde tbat 1t ean 01117 ub l.oaa oe ach oowcxl1tlea 
aa are de.S.~t~ated b7 the Pre.S.dct. !be Corporatloe baa 
obaernd that pro't'id.on 1n tha b7-1awa cd 1n praetlea 
the Seerat.arT of 4erieul.ture u~ ul<ea a request to 
eo..odlv Credit Corporation cd preparaa aua tor the 
Pre ai deD t . 

It :you end SecretaJ:7 Wallace end the Pred.dct 
feel that the Oo.aodiv Credit Corporatioe bt reason of 
ita large inveatact 1n lema on oottoo abould Wldertelta 
to increase the ooo-ptl.ao ot cotton through an lllher­
tlaiog progru or atudiaa that lliibt lind other ua.a tor 
eottao, the director& ...ul.d uodoub~ ~with the 
wish. 

llollorahle a..,. llcrgctbao, Jr. 
Seeret&r7 of the !'Nuur7 
Iaahingtoo, D. C. 
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THII: WHITE HOUSE 

WASH t NOTON 

Upon the recol!llllendatian of the Secretary of the 

Treasury and the Secretary of Agriculture, I have de-

temined that it would be in the public interest for the ~ "' 

Cc>=odit:y Credit Corporation, by reason ot its large 

invest!lent 1n loans on cotton, to undertake to increase 

the consumption or cotton through an advertising program 

and through other action that might find e.dditional out-

lets for cotton. 

I shall appreciate it it :y~xr Boe.rd of Directors 

will, at tbe earliest possible ooeent, consider the adop­

tion of measures looking toward these Objectives. 

Very truly yours , 

The C011modity Credit Corporation 
1825 H Street 
Washington, D. C. 
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HJJI.Jr: 

Operator a 

R.K.Jr: 
Dr. 
Burge .. : 

H. W.Jr: 

8: 

H. ll.Jr: 

B: 

R .li.Jr: 

B: 

H.IJ.Jr: 

B: 

H .I&.Jr: 

B: 

H.U.Jr: 

B: 

H. lt .Jr: 

B: 

H .I&. Jr: 

B: 

H.W.Jr: 

Yea. 

Dr. Burs•••· 
Hello. 

Hello HID.r7. 

Deoeaber 8, 18~? . 
1:64 p.a . 

I waa Juat going over to ••• the Preaident. I 
didn't know wllat you had waa urgent or not. 

Well you oan take h1a over a word ot ollear. 

Go allead . 

Beoauae - because tllia aarltet 1e going very 
nic ely . 

Pine. 
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These - t h eae bonda that you sold here are doing -
are doing better than anybody had expected. 

Good . 

Tile two and a halts are now quot.ed a hundred and 
one twenty aix to twenty eight. 

There you ait there with your tongue hanging out 
and that da1111ed tel low llorgentllau won't let you 
ael'l.. 

Well you made some money tor ua I gueaa, HeD.r7. 
Glad to admit tllat. 

Well -

Wilen we aell 

Tllen you oan aa;r thanlt you. 

That ' • ao. Well- we will. 

Ob, yea. 

We won't aind it 

Tllat 1 a all right. 
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8: 

H.II.Jr : 

8: 

H.li.Jr: 

8: 

H.U.Jr: 

B: 

H.K.Jr: 

8: 

H.K.Jr: 

B: 

H.K.Jr: 

B: 

H.K Jr: 

B: 

H.I4.Jr: 

B: 

H.ll.Jr: 

B: 

H.K.Jr: 

B: 
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!ha no~•• are eelllng a hundred and one ~ a hUD­
drl4 one~ •• 

Good. 

And ba~hr ~han all t.bat, Ha1117, ~~ whole urltet 
ia batter. 

Fine. 

. So•• banlte were reported btu'in6 :rour old two and 
a halt. 

Fine. 

And they are up today to ninet:r nine fourteen . 

Oh tor heaYan•e ealte. 

Now that'• up eleYen thirt;r ••conde on tAl da7. 

Well tile clleertul tAing 11 that pric1ng thell 
thlnga - well - contrary to the uaual thing 
he!ped the market rather ~ hurt it. 

ExactlY. 

Yea. 

Exactl;r. 

Yea. 

And tile - tile corporate bonds are doing well. 

Fine. 

Tlley 1re a little hig.ller today. Tile beat teet ot that 
ia tllil new iaeue, you 1ee we had the first corporate 
iaeue toda;r tor 1ome t~e. Tllie West Virginia 
Pulp and Paper CompaQ;r-

Yel. 

rour and a halt. 

Yea. 

!lley aold ten million and the;r're doing Yer;r well. 
The:r tell •e that tlla inaurance oomp&Q;r toolt about 
au IO.i.ll1on. 
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H.K.Jr: Yee . 

B: 

H .K.Jr: 

B: 

H. U.Jr: 

B: 

H.K.Jr : 

B: 

ADd t.he r .. t. of 1t. 11 •••una n-q nll 1A4H4. 
low t.he f1eoal new 1eeue 4oee t.h1e .arket. a lot. 
of good. 

I 111 haTe t.o run DOW. W.llen I 00&11 back I 111 t.alk 
t.o eaa1n. 

T.lle excAangee are all 1D t..lle bonde, fraail7 , 

F1he. Well I'll t.ell .111& and t.henk 70u, and' when 
I ooae back, I'll oall 70u eaa1D. 

Ve-q good. 

TA&nk 70U. 

Go0db7e. 
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Deoeaber 8, 1937 

When HM,ar eaw the Pree1dent at 2 o1 olook tb1e 
afternoon, he left the original of th1e material with 
the Pru1dent. 

...... • 
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'""--- Revi.SI.On • n,a,- .,.-~-- .... .,. will•• 
J. (IX ' BOUM do DOt ... eye tO _,-. Wltll M..,.._ J~ 

aDd Kmnedy Oll au pomt.. .. ba: ,,.. tne,.... 

Stall d b M ~Y cleu ....s w. lo ~ lnlo ot Mr. e y any IJ~ eil&lftD.ft( Oft ~ ta&t IDOd\4ca.tJoa. 

• ~the urullotribulod pr<>eta lU - bo -· 

Conflicting Views Uoa ~ "':::: :-..!:! :0 '7'u~·~::: 
Tile ~ bu op.,- noU.CUYO wr 

1&-.. and bu won ewer to tt.t a14e kDator Pat 
aam.on, cb&lnnan ot <bo _ .. rtu.neo com-

Snarl Develops Within Ad mtltoe, <~eop~to th• tu< that .... , .. Ht.nUoD 

)
will m .. t TrMtury oppoeiUon to m.u,y of t.h• ' 

ministration as Well as Be '""ffi&X&Uoat be....,,,.., 
MUd va. l!xteallve a..wona.t. 

tween Treasury Congress KtMeciY• reportt4 aupporl"' the HoUM 
t at the Ubdlab1but.td proAte tu Ia U:• 

------ potat. Ulle llr. JoDt' l rtliOaCIUYt IU(I't .. 

Outcome Called Unpredictabl~=:. ".:.~::!t ~·::• ;'b~;:P K!t~ ~ 
n_,. u4, ~ly, , ... U.. Wblto HOUH. 

1 .uotbot opllt lo ~ - al.,..l 
BY&. a. DtlniXU> on ~ - _, u.. -.ut~>ut.<l 

.,., c.,.,. .. ,........, •J Tn w.u en.an JonJO.J. p1"CCI8U taz ~ outttpt Ud 0.0.. wbo 
W.umNGTOH- Tbe typo ot lU relJol!....,t ll lltpt wllb -..uoe. -wiiUe, 

wb1cb pr1n.c. nterprite eaa upett troaa U..tha. wt.o f&'f'OI' IOOdl.lct.doD .,. t.t.I1IDc out 
<WTODl wr-re- -'< bU - ...-r""'wtlb - otller ..,... flOw IV rnlaloG caa p 
..,_ uoprodltlal>la by U.. aoarl 4onlophl&',wlthool ~ lbt -prlodplo" ot lbe W>­

wU.bJ.n Lbe AclmlnlatraUOD. u wtU u brttwMa,dllb'lbut.ed prdU CU. 
lbt Admll1ialrtUoa aod Con,_ Il lo Ia lblo latter tpUt.-bon.- llllld aod 

That ua. wbltJtut. u.odllllibultd proau ~" re..uloa.l.lt.--Ut.at ~t Rooeevtlt 
-od by lbo Houae W&T• and Ileana tube<;~y ploy b{a - Important part. Tbe I'Hal• 
mitt.t ta .o mild that It wtu IJ'O\.IM Adm~n~atnootdeat, Con~al e:lrtlel Mar, 11 a defendtr 
tloe oppoaltsoft lt btcom.lnf t.nc:.reulncty clear. ft tbt exl.un, undlttrlbuttd proeta tu. btllev-

Tbua. the oa.ly tan(lble meuu.rt of tu reutt
1
inc that it neecs. only mockraie r'eVI..mon. 

tor eorporatlou yet W appear ta under a cloud,~ c:Jaancc- Not Pl&•u•ed 
wstb tta tate uneertaJn, bUt lblt I• only ou ot ltLe1 Ch-.nru u ,..ctlc&t ._, that tn lbt Houte •ub­
mudd.l• wMcb bu developtd 1D 1M t.u w~rk.pommtttee plan, whlcb WO\lld rraduate oorpooo 
to date. 'rt.Uon tuM only rrom 1811. to 20"', are P.ld 

Wltbln the A4mlnLitraUOD, Jet~e H. Jonea,JPOt to be within lht Aclmlnllt.raUon'• plan de­
dWrmao of the ReooutnK:UOn FSD.a.nce Corp .• !aplte 1.be uUvttlu of Ch&Jrmt:n Joo.u ancl 
an4 JOHp:tr. P . Knnect.y, c.b&II'UUUI ot t.he Karl-~ennedy. Whit will h.apPfin If 1.b.e PruJdent. 
Um• oomm~ have emer,-ed, .-omewhal to or tbe Tree.rury. tPfl&klnr tor him. com"• out 
the ~ of U,e Trt.uury, u acUve fo.rc::Uap:tnat the HOUM propoaal. 1.1 one of the que.­
tn t.be t&s work. botb but upon quick an4 tlon:s wb.IC'h .m.a1ce. t.he aaturt Of utUmate tu. 

4ruUe eh&a.ce tn the undiatributed pt'OfllAI t.t.:c.. rtilet une.:rtatn. 
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K.M.Jr: 

Opera,.or: 

K.M.Jr: 

Burge .. : 

H.K.Jr: 

B: 

H.M.Jr: 

B: 

H. M.Jr: 

B: 

K.M.Jr: 

B: 

H.U.Jr: 

B: 

K.U.Jr: 

B: 

K.!.I.Jr: 

B: 

H.K.Jr: 

B: 

H.!.I.Jr: 

Hello . 

Burge .. : Go uead. 

Hello . 

Oh, bello Kenr,y. 

Hello. 

y .. 11r. 

Deo•ber 8, Ul3'1 .84 
3:~ p ••• 

Well tbinge seemed to oloee vary nioel7. 

They did, yea. Tb.ie has been a tine day . 

'l'b&t? 

T.t1.U baa been a good de)'. 

Uh-h\lh, and -

Few more da3a 11ke this, why this - be all 
oheertul again. 

'fell, Bell tells me that the thlng wae a1xtean 
t1Diea over-aubsoribed our bonds . He eaid he bad 
the ti.gurea last. night . I haven't seen them. 

II ~hat. 10. I haven't - I haven't talked with 
h111. I haven 1 t got -

'fell I ' ll aak him to gi ve me the tlguree i n the 
morning and then I' ll tell them to you. 

Yea. Well that's tine. That'll be all the better. 

Yee. I don't.- I'll find out - I don't eee, it 
they have those tiguree in, I wondered - we're not 
to make announcements - allotments until Friday, 
are we? 

No, we -

We told them Friday . 

We've got a tremendous Job here to4&1. 

Well I can walt until Frida1. 

• 
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B: 

H .ll.Jr: 

B: 

H .li.Jr: 

B: 

H. !A .Jr: 

B: 

H.!!.Jr: 

B: 

H .LI.Jr: 

B: 

H. l.!.Jr: 

B: 

H. J.I.Jr: 

B: 

H. LI .J r : 

B: 

H. ll.Jr: 

B: 

H.LI.Jr: 

B: 

a -

We're dolng tAe beet we can, we're b&Ylna a 
tremendoue -

Well, I 1m 1n no hurl')', P'rlda.y ie all r16Jlt, 

Well that'e Yel')' nl ce Henl')'. 

Yea, I mean I told the newepaper aen Monda.y nlgbt 
we wouldn 1 t announce until P'rlda,y aorning. 

That's !air enough. Yee, 

85 

So that's - they know there•• no s ense hureying. 

Well I don't believe we will be ready to send down 
t he allotment notices but you can announce per­
centage then, I thlnk. 

Well, but that wlll be something. 

Yea, yea. 

And let'a ••e how aha behaves tomorrow, hull? 

Yea . Gotna a little too taat. W.iah it weren •t 
golng qu.ite eo taat. 

Well, wlll you begln to sell some bonds tomorrow? 

Yea, we can start 1n t omorrow . 

That' e r1gbt. 

Yea. 

And I suppose you'll buy billa 1n place or it? 

Oh. anythlng we can get that's short without dle­
turblng that market. 

Whatever you can get short. 

TAe next problea le to - 1e to find tAe replaceaent 
atutt wi thout upsetting that ehort aarket. 

Yea, Tnat •a rigbt. That •a rigbt. All right, 
let'e hope we have a couple weeka like thie. 

Well you ought to reel veey happy tonight, Henl')' . 
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I 4o. 

I '• 8111'8 t.ut. 70111' tln&noq Jla8 beeo a .b.elptlll. 
taot.or ln t.hla t.h1DS Henr,r. 

I aa t.oo. And t.Aa Praaldant., I Juat. lett. .b.la, 

Yea. 

86 

Moat. pleaaed, and he waa delighted we A&d prloed 
it. t.he W&J we did, and he t.hinka it. wae all t.o t.he 
good. 

Well I h&Ye no regrate what.e•er, t.hie t.lae. 

Well I ha•en1t. 8een any orit.ioiaa &DTWAere , ha•e 
;rou? 

I haven't. eit.Aer. I'•e 8een quite a nuaber ot ••r.r 
ta•orable ·oo.aenta. 

Yea. 

And tAa tAloga t.Aat I get from the market are all 
favorable. 

Fine; 

Tll.e;r think we did ••r.r well. 

Were ;rou at that dinner laat night? 

Yea. 

How waa that? 

Well 1 t waa a good dinner 1n a way. 

Yea. 

TAe - Wayne waa ln a t~ugll. apot.. 

He waa. How did he dot 

Well -

AU right. 

All right.. I don't. want. t.o ea:r it. H•Dl'7. 
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All r16b'-· All rl&bC. . 

He bad 110re ec.utt 1D t.here C..baD Colle)' quUe &ln 
h1a credl" tor. GoC. 1 c. ott Yerr qu1eC.l,r , and 1c. 
waa - he -e 1n a touah epoc., ot oouree, he 
oouldn • c. reall,r •&7 &rl)'t.h1ng. and -

No. 

And '1t waa Yer.y d1tt1oult to 1Dtereec. people,-
1D a rather aoadea~o kind ot preeentat1on. 

Well, I'll be talking to 70u toaorrow. 

All right. 

Good nl&bt. . 

Good n1gllt . 

.. 
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To llr. Loabh•4 

,._ 11. A. Barna 

-
In the ~1o4 JMc•lMir 1933 \o D.a•lMir 11137 there ba,.. 1Mien 71 

uJor ft......,tac openUana. Die tlpn he1U.a tl,.. offerinp of 

100 111ll1on each ot ouh\aa41D& bo...U oil \he "hictl••t ll14• lMiela, 

!heaa opera\lona 4o no\ illOlua ~ .... ..,. llllla, Ull1\e4 S\a\ea la'riace 

boD4a or .pacl~l h-• \o IO'I•~t""l corpora\loaa ud \rue\ f'llll4a. 

w ' 95 

Called. l11Mir\7 bonda •-Hac \o allllt\\ f6,Me,OOO,OOO wara .. ~ 

lDC ud aaaaalac the\ .7!7, 000,000 fr .. ali.J7 no\aa will lla azch•nc.t ln 

t ll.a curru\ operation, ratwo41J~« of 'l'raatllllrJ notu and Cer\itlea\aa of 

lndall\adDeaa •-h to abool\ .9,314,000,000. Ceah cffarllll• ltnrlDC 

thia period •-t to about ,11,631,000, 000 elch lncludaa an 

aatt...\ad $460,000,000 of caah in \he carrot off•rilll• !Ida caah 

tl~ do .. not rapruant na\ caah •• fro. t\,.. \o \I.M apao\al \a% 

doh 'rreanr7 llllh ha,.. ban pa14 off 1D eaah. 

JM\alla of \baa• oparatloaa are &1•• 011 the a\\aCh..s. ahaa\, 
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Colonel Harrington telephoned that final figures on 

riA employment tor the week ending Deoember 4th wa1 

1,637,6~ 
an increa1e of 17,799 )over preceding week. 

The figures he gave you yesterday afternoon did not 

include North Dakota, six New England States and 

New York, but above figures are now complete tor the 

week ending December 4. 
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lmiOli..UOOil Or fBI D.ll' 1S .&C'fiYIUIS 

Deceaber 8, 1937 

fo: !he Secretar,r 

J'rOJDI llr • Ka&ill 

l. 'fax r ... i eion 

llr. 'l'readwq uked tbia IIOrDiD& that the eu'beoal the report 
faYOrabl7 bia. bill to repeal the undhtributeol pronto tax u of 
January 1, 1937, and to eubatl tuh therefor an i ncreaae of one per• 
cant ln each of the corporation normal tax ratea. !he eubco..tttea 
retlued to act on the uound that the bill bad not been raad but 
aekeol tha 'freaeuey to turnleh an .. tiaate of the rnenue )"lelol ot 
llr. 'l'rea4...,.1 e bill aa aoon aa po"ibh. 

After the cloee ot the 11eet1D& of the eu'beoaai the tbia 110rninc 
llr. Dou&bton e&aln tallceol to 11e about aecuring 110re i.,.edlate action 
on the tax bill , and 11m.it1D& the aubJect matter of the r nleion to 
the tax on ca:pi tal galna, the undhtributed profih tu, enol a r.,. 
other non-controTeraial topice. Be expreaaed hie belief that tbia 
wu not the time for a general r ... hion ot the r ... enue lawa enol that 
it we attempteol it we JDigbt be defeated in either t he House or the 
Senate b;y a combination of uoupa that oppoaeol particular ebangea 
ahich we baTe in IDlnd, eueh aa t he reco~D~Denolatlona on the ineoM ot 
married peraona in coa.unit;y propart7 atatee anol the reoluction or 
ell•inatlon of the percentage olaphtlon oleoluctlon. I tolol llr. Dou&bton 
that we were anxlou.a to el11dnata other inequi tlee in the rnenue 
laaa beaidea the two to which attention bad been directeol ln the 
p raaa , anol in particular t hat we did not want to be ruebed into the 
pod tlon of ••Hng ebangea which are excluahal)" tor the benefit of 
particular gr~ of taxpqera. Meaara. Doughten and Vinaon aakad 
whether we could not gat an iaecUata agrae11ent upon the capital 
pine and undlatributeol p r ofita tax r acouenolatlona. I replied that 
there aeeaed to be no aeriou.a dlttlcul t7 on capital galna. All to the 
undiatributed profita tax the Preaident had elearl)" expreaaed hia point 
ot Tiew end the 'l'reaaur;y 18 of cour .. bound b;y tt . Coneequentl)", it 
Meeara. Doughten and Vineon thought that the Preaident or Coacreea 
ehould take a olitferant poaition the;y abould coiiiDUDicate with the 
Pretident directly. The aituation it eomewbat the ~a~~e in the caaa 
ot co.auni t;y property and percentage depletion. The Proaiolent took 
a atro114 poaition on both queatlona in bia aeaaage of June lat and 
t he 'l'raaeury will of course preaent the reco•endatlona which be then 
aade. 
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)(r. Tineon .. u that the:r could not Ytrt ... u talk to the 
Preddent until the drattaen had reported to th .. on the praeticallt;r 
of the propoeed aaendaenh to the undletrtW.ted proflte tax. He h 
COlli& to aelc the drattaen to report to110rro• IIOJ'Dl.ll&. 

2. CcnfereDee •Uh Senator llarriecn 

'lhe SeD&tor ..trteed ae that he wae reeetrtnc a coed &a7 co-ente 
upon the ne• fora 'llhl.eb the Cc..teaioner hae .. ut out to rn-e apnh 
1D the field, in order to obtalD etateante of the net worth of tax­
p~ere with lnCOMI iD exeeu of tJ.00,000. )(r. llarrieon l&id he did 
not •ant to interfere 1D the utter wt he doubted the ..trt .. bilit:r 
of ueJcing thh iDforution froa •eal.tb;r taxpqere at a Uae when the 
countr:r ie in the aldet of a buaine11 reeeeeion. !be Senator &leo 
aeked me to find out the etatue of the A8eoclated Gal and llectric 
Ccllp&DJ cue. lle had been adrtaed b7 the COIIJ>IID71 • attorne:r that U 
would epend a creat deal cf aone:r on l~~prOYaaente 1t Ue tax caee 
could be pr011ptl;r .. uled. 

3• Prorteione fer tiiX appeal• 

)(r. Tra:rnor hae conferred with A8eletant J.ttcrne:r General llorrh 
and hie asaoclatee twice on the subJect of our propcaale fer alapli­
f:rlll& tax appeale b)' prodding for a lingle fora of proceeding inete..t 
of the four forme now &Yailable. Yr. Korrie baa expreaaed atro~~& 
oppoai tion to an)' change in the preeent pr oYielone for tax appeal• 
except that be adYocatee a proYlalon • bereb:r the denial of cor tlorarl 
b7 the 9uprue Court ln a tax case would be recarded aa a final de­
clal on on the aerl te. Thla propoeal •ould in no wa;r elapllf;r court 
p rocedure wt inete..t would briDt; up ap.ln certain upach nf the 
court fisht of lalt eprinl• Yr. Oliphant h COlD& to aee the J.Uorna:r 
General and tr;r t o perauade hla to .wroYI our propoeale. Ye will all 
be sreeU:r dieappointed 1t t he Department of J ue tice eontlnuu 1 h oppo­
el Uon s ince tho prcpoeah ,.. baYe worked cut ...-e t he r eeult of eneral 
montba of earaful atud)' and would brill& about an enor110ua iiQ)roYeaent 
in the preoent atate of affaire. 

99 

Regraded Unclassified



. - ' 

.. 

MBo 

S~creto.ry of StatE, 

Washington. 

17121 DECEmbEr 81 5 P ollio 

POR TREASURY. 

ORAY 

Paris 

Dat~d DECEmb~r 8# 1937 

R~c'd 3t28 p . m. 

100 

The exchange market her~ today ba" bEEn EVEn l~ss 

activ~ t hAn yesterday and th~ quotations rEmain prac­

tically unchnnged as a rEsult . We are told by onE mar­

ket contact thnt thE fund bought a f air amount or s tErl ­

i ng a t 147 . o9. 

Very l ittle business was transacted on thE SEcurity 

market a nd thErE was a sagging tEndency all around. 

The question of thE ~xtension of thE Si lver Purcbae e 

Act has not given risE to any ~xtensivE comment in thE fi­

nancial prEss, although atatem~te a ttributed to thE 

Presi dent and to Kr. Morgenthau in this connection are 

widely quoted. ThE i mpression seems to prevail, follow­

ing tbeeE state:mrnts , that thE American buying progrnm 

is not l ikely t o bE i nter rupted. Into rmntion concludES 

1n this respect that the President Will probably hEs itate 

to 1norease purohaeea f~r f ear of displeasing ortbodoz 

emt.tamt 
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2- No. 1712, Dro~bEr 8, from Pnri&o 

sEntimEnt, nnd thnt on thr othEr hand h£ will br rr­

strcin~~ from drcrrn• ing purohcars for t£cr ot crouaing 

thr "silvEr mEn" , end pcrtisnne or inflation. Thrr~:tor£ 1 
this pclpEr prEdicts thr "atctua quo• . (BND S.:TION ONB) 

BULL ITT 

KLP:CSB 
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SECrEtary of State 

Washington. 

GMY 

Pari a 

DatEd DEC Emb Er a, 1937 

REc'd 3:43 p . m. 

1712, DEcEmbEr a, 5 P• m. (SECTION TWO} 

A rErommEndation madE YEStErday in POPULAIRB 

by SErol, th~ PrEsidEnt of thE parliamEntary group 

of thE Socialist Party, that thE GovErnmEnt should 

bE authorizEd to apply Exchange control whEn it 

dEEmEd thE moment opportunE, is bittErly criticiaEd 

in t oday 1 s AOENCE ECONOMIC which points to the 

dangErs that could follow such a stEp. Notably 

this ~apEr s trESsEs that such a demand coming 

from onE of the most important partiEs of the ma­

jority cannot fail oncE morE to alarm capital , and 

suggEsts that thE objEct of this prominEnt socialist 

i s t o Embarrass thE MinistEr of FinancE. 

SErol ridiculES and bElittlrs fEars ExpressEd 

that ExchangE control would dEmoliah thE tripartitE 

monEtary arrangEmEnt, lEad to a closed economy, and 

to a dictatorship. In his view neithEr Gr eat Britain 

nor thE United StatEs could very wEll protest for thE 

rEas~n 
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rEason that in thE past thE formEr bad adoptEd mEasurEs 

of monEtary constraint, and PrEsidEnt RoosEVElt bad 

dEcrEEd thE rEquisi~ion of gold, and othEr constraints 

against capitalists. 

WhilE SErol agrEEs that ExchangE control would 

not rEprEsEnt a "univErsal ))anacEa" , hE maintains that 

it could sErvE to rEndEr thE acquisition of forEign 

currEnciEs dEpEndEnt upon thE producti on of proof 

of nEcEss ity for a lEgitimatE opEration, HE rEcog­

nizEs that it would not sErvE to hastEn thE rEpatria­

t10n of FrEnch funds still out or thE country (which 

hE EStimatEs at bEtwEEn 40 and 50 billion francs) , 

bu t holds that it would prEvEnt nEw Exports of capital, 

KLP 

WNC 

( KliD llESSAGK) 

BULLITT 
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Secretary of State 

Washi ngton, 

763 , Dectmbcr 9 , 9 p . m, 

GRAY 

London 

Dated December 9, 1937 

Rtc ' d 5:26 o , m. 

POR TREASURY PROM 3UTTER""ORTH, 

The ctfcc~ of the publication ~~ Tuesday of the 

increase in un~plo~cnt by 109,000 ~as bEEn to crystalizt 

a gr adually growing pessimism. 

Through October, indicts of activi ty had shown on 

thE whole maintenance of thE hieh lcvcle of the earlier 

months of the year, The luxury and semi-luxury trades 

hod alrtady bttn affected but this was easily accounted 

tor by the declining stock market; the still high level 

104 

ot employment lent confidence to thE markets for necessities ; 

while the rca~ent program assured to the hEavy industries 

a fairly long outlook of active and remunerative operati ons. 

Building operations continued at a high level and though 

the much watched "plans approved" figures were f al ling 

the incompleteness of those figures and the knowledge 

that rcarmamcn t construction would fill the gap for many 

months tending to counteract to a considerablE extent thE 

psychologic!al 

Regraded Unclassified



RB - 2-No .763, DEcembEr 9, 9 p.m. trom Lon4on 

psychological EffEct or this indEx . Th£ rising coat 

or living, wagE incrEasEs and high costa or matErials, 

Especially stEEl WErt tEnding to mak£ industrialists 

and shipping companiEs hesitatE in thEir expansion 

programs . 

NPL 

SMS 

EliD SECTION ONE. 

JOHNSON 
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SEcrEtary of StatE 

Washington. 

PLAIN 

London 

Dated DtcEmbEr 9 , 1937 

Rtc 1d 5:35p . m. 

753, DEcEmbtr 9 , 9 p . m. (SECTION ~0) . 

DEclinine pricEs of prim~ry products combinEd with 

high costs poiJ:t td to n soon t<' bE t:.pccttd falling-oft 

in ovErsEas dtn.nnd for somE of Britn1n ' s basic Exports . 

Many EXpEctEd a continuEd gradual dEclinE in a numbEr 

of linEs but beliEvEd thE cushion of thE rEarmamtnt 

stimulus and thE still hEal thy building indus try would 

rEndEr this country immunE from a major rEcEssion though 

liablE to a considErablE pEriod ot sloWing activity in 

gEnEral busintss . PrEvailing opinion hEld that tht 

slowing down was duE EntirEly to conditions in thE 

UnitEd Statts and that an imorovtmEnt thErE would mEan 

a qUick rEcOvEry hErE . 

Today thE outlook appEars mort glOOM7 and there 

is alrEady discussion ot possiblE curativE mEasurts. 

Among actual pointtrs to thE futurt may bt mcntiontd 

thE .shrinking ordtr books of tt;octilt companiEs ; thE 

untnvorablt 
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unfavorable outlook for coal cxporta which have expanded 

encouragingly during the year but may be expected to ahow 

a sharp decline in the spring when deliveries on existing 

contracts arc completed and thE recent impact of German 

subsidized competition in continental markets will show 

itoelf 1n the trade figures , The building outlook re­

mains good for so::tE t ime as dots that of engineering and 

shipbuilding b~< .. stEEl 9roduccrs ar:: shoWing signa of 

rcalizinz that the pricEs they have t-een able to charge 
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may be difficult to maintain much longer especially in 

export markets where they arc now being underbid, Further­

more the cumulative effect or thE reduction in purchasing 

power in the primary goods producing countriES is likely 

to be shown in export and unemployment figures to an 

1ncrcasin6 extent and will overlap the old bugbear of 

the depression years- -high costs at home--for a con­

siderable peri od , 

I venture a prediction that ~·thcr increases 1n 

uncmploymcn t totalling not less than 150, 000 will occur 

before the spring and if thE growing caution reflEcted 

in the retail sales index gains in momentum it may well 

be considerably more . 

The City 
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ThE City is now bEginning to disotrn ftaturts 1n 

thE British situation which art lEss dcptndcnt on tht 

trtnd of businEss in AmErica tban at first appEarfd 

and though thc slow working of thc st torcts bavt 

undoubtEdly bEEn acctlcratcd by thE slump in AmErica 

thEy may bE cxpcctEd to continuc to opEratE irrtspcctivcly 

of thc ' futurc t r end in thc UnitEd Stotts or at lcast 1n 

som~ mcasurc t c count Eract any stiuulus tbat may comE 

from that sour~£. 

ThE diffErEnCES in thE long rangE outlook hErE and 

in thE UnitEd Stotts might bE notEd, This country for 

ExamplE has passEd i t s pEak in building and must Expect 

a dEcl inE in this industry as soon as thE pEak of rE­

armamEnt construction is passEd. This is truE also of 

103 

thE iron and stEEl, cngintEring and shipbuilding industriES 

unlEss Export ~arkEts arc such as to takE up thE slack at 

thE right timE . Arrtars of capitol EXpEnditurE such as 

thosE so widEsprEad in AmErica cannot bE said to Exist 

btrt whilE tht grtattr dEpEndtncE on Export marktts oon­

stitutrs a factor of uncErtainty which is of ltss importancE 

for AmErican industry. 

ThE contrast in thE British Economic and financial 

position 

Regraded Unclassified



:.o3 

RB -4- No .763, DECEMbEr 9 , 9 p . m. Section Two from London 

position of today and 1950- 31 ~ght bt worth mEntioning. 

Thtrt art no longtr available such txptd1tnts as unilateral 

currency dEpreciation, thE rEsort to a protEctive tariff 

and. tht introduction of a chE ap- monty era throt~h a major 

dEbt conversion for thtsE "rEsourcEs" have alrEady bEEn 

tapptd. ThE only hiddEn rtstrvt is tht still undtrvalutd 

gold holding of tht Bank of England , This is a potrntial 

sourct of fun:la on which a pui.ll ic wcrks program could bE 

launchEd. ThE nttd f or such mEasures is not (rEprat not) 

yEt in sight whilE thE .future trtnd in tht UnitEd Statts 

is stil l so uncertain but the fact that forward-looking 

observErs art discussing s uch Exptditnts is of signifi-

In any cast thtrE is not now thE samE confidencE 

thst was EvidEnt a fEw WEEks ago that an upturn in 

AmErica would product an automAtic and spttdy rtcovEry 

hErE . 

SMS 

NPL 

END l!ESSAGE . 

JOHNSON 
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.AIIUioaD lla'baaaJ', Parh. 

1717. 

D.t.'fK; Dec•bu 9, 19:57, 7 P••• 

noM ooomwr. 

LO 

BaYing returnee!. ,.eeterd&J' to Parie fro• .4mer1oa, 

l oalle<l at the Bank ot J'nnce thie nening. J'oreip 

excb.ange baa been aoquire<l by tb.e J'renolt"i'-.b1l1aUon 

tun<l etea41ly, although frequently tb.e eao~mte b.aye 

been rather --.11; the gaill. tod&y -• only about 

25,000,000 france ot aterUng. 'fb.ie nening ellgb.tly 

oYer 9 1000,000,000 trance -• the total gol<l an<l tor­

eip exobaDge in the tun<l. fhia aituaUon 1e conei<lere<l 

.. tietaotory by operating ottioiala, eepeoiallJ' attu 

haYing proYi<le<l the neoe .. ary exchange tor two inatall­

aenta ot tb.e Br1Ueb. banlting ore<lit ot .0,000 1000 po1m<la 

an<l attu haYing oe<le<l :5,300,000,00 trance ot gol4 

recently to the Bank ot J'rance. fhe tb.ir4 payaent ot 

the Br1 Uab. b&llltin& ore41 t will be taken oare ot aiai­

larly next llon<lay. In -.oh ot these two operation a the 

freaeur:r acco1111.t wi tll the Bank ot rranoe baa bee <lebi tecl 

tor the eaoUII.t ot france neoeeeary to bQJ the eterling. 

fhe freaeury baa eo tar ha<l in 1 ta aco011.11.t eutl'icient 

trance to au:e payaent tor tb.ie toreip exchange without 

t1n41nc 
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!incl1DC it neoe .. ary to 'boncnr turtilu h011 tile Buk ef 

rruoe oa ite oreclit. Bow""• there ie ntr•e 11ke1i­

hoo4 that before OOIIp1etiuc the 1aet pa,..eb 1t 111.11 

be neceaaarr io reaori to ihh ore41 t. DetinUe 411111a1 

wa& 11&4e by •r contact tb&t there wae any poaeib11U)' 

thai the !reawrr, 1D or4u to -.te ih1e reabu:re•ani, 

•1ght take t heir capiif,l h011 the aiabil1zat10D f\ID4 

(tile three or •ore bi1lion tranoa, for e~le, b)' whioh 

the fUnd now exceed• ite original edonent of 

10,000, 000,000 franca) . 

1'hua, 11h1le the ~neiary a1tuat1on ie ee.Bier, tile 

extent to Whioh it hae bee neouaarr for the !reaeurr 

io borrow during recent weell:e fro• Yarioue eouzoee ie 

oaua1ng oonoern at the baDII:. U 1a u:peote4 that acl 

of tile rear 1'reawzy roqll1r•ents 111.11 be YU7 heayY. 

!he the borrowing progrea !or 1938 will follow, 11hioh., 

un1eee ooncUtiona t.proye e1KD1fioantl)', 111.11 be a tre­

mendoue etrain upon tile J'rench. •rll:et, aocor41nC to 

eeti.atu DOW before Parlieaent. -..ruu 1D tile da)' 

I h.a4 h-.rcl that o!!ioiala Who !aY.or a pioltup in tile 

J'renoh inYut.eni aarll:et were urging tile control !or 

ihe plll'poee of etrength.E1Dg tile trano throup not 

aoqu1riDC foreign exobange an4 wen through ep-llnc 

part of ita !oreip nob&llce 1D or4u to bll)' !ruoe. 

BCIII'WU t 
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Bow ... .r, ., OGDtao1i -'rcnaclr dented 11!111 ruaor. !he ld• 

of 1ihe proponen1ie of 1ibh ••IIIU'e wae atd 1io be 1ib&1i 

1f 1ihe trano bep.n 1io pin, ftenoh hold.re of n.rl11l£ 

would quioklf eUr11 11qu14a1itng 1ihe1r foretan funda. 

The contrary poeltton wae taken bf •J contact. Be 

inehhd 1ib&1i nab1111IJ h whd h now needed in the 

franc and 1ib&1i increaeed purohae .. of etarltng would 

be the reaul1i of any tendency along the aboYe l11lee. 

lhlle 1ibe ourrenor eUuatton le therefore be1it.r 1ihan 

tt wae when I lett J'ranoe a aonth ago, there h oauee 

for worry in 1i!le he&'lf borrowing tba1i hae already been 

neoe .. a.rr and in 1ibe borrowing tha1i h ?on early proepeot. 

Bonne1i, I ea 1iold, ie yery auch dteue .. ed oYer 1i!le Oov­

ernaent1 e heettanoy 1io ~· any aore forceful e1iepe 1ihan 

tl!.oy have already taken elnoe 1ihe llaabouillet deolara1iloD 

1io eaend 1ibe for1ir-hour week. Xy friend, ep•ll:tDg -

Urelr pereoD&lly, indicated the paeetblltty (whtoh hae 

been feU by .. for eoae ttae) 1iha1i 1f beUer reaulh ill 

1ih1e direotton and 1ioward lnor•elng producttoD ckl Do1i 

•tertaltee in 1ihe nez1i ffllfl weell:e, Bollnet aip1i paln1i 

1io hie ooDetderable aooc.pltelatc1ie ellloe beooai.JIC 

Xinte1ier of J'ilaance, plaoe .-ph&ete upon 1ihe tapoeetbtlttr 

of brtllgiq abou1i further progreee ill 1ibe faoe of <'h:" 

probl•e of an eooDoatc DBture, for 1ibe eoluttcD of whtoh 

llle 
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hia ainiatry cuno~ be held r .. ponaible, and reaip, po ... 

eibly ~o go baok ~o a aore pleaaant poai~ion. 

Deboiaanger, J'irn Under Governor of ~· Bank of 

France, re~urned two daya ago froa Berlin, where he 

vi1ited Scbach~ and o~her offioial1 of the Reichebank. 

He received the definite iapre111on t~~ Bchaoht and 

Bul1e and Ble11ing, hie two favorite aaei1tanta, will 

leave the Reiohabank on J.pril 1. J.ll of thea will be 

replaced by bona fide Iasia. It was oonfidantially 

intimated ~o the Bank of France by Schacht tbat he wa1 

unbappy becau1e •i•eyer ftl advocating Bechler a1 the 

B.I.s. general aanager. Unfortunately, Soha.oht said, 

it would be difficult for hia to oppo1e a Gerun for 

the po1ition 1ince the matter had received 10 -uch 

publicity. Bchaoh~ will ~ry to refrain hoa voting 

if the aatter co••• to a vote at ~e B.I.s. He felt, 

howner, that hie position would be nan aore 1eriou.aly 

111p&ired than it 1a at praeent if it lbould leak out 

that he had failed ~o IJQPPC)rt a G~ oandida~e. 

On Saturday aorning rournier and n•erer are roiJii to 

have a personal talk at Ba1el. J'ournier expeob to 

carry out hie -.rl1er tbrea~ of reaov1ng French depoaih 

and French parUoipa1.lon froa the B.I.I. an4 even of 

reop8ll1Dg the whole qu.aaUOA of reparations by all8k1ng 

to 
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take "' the loDe , .. JY•ob flaa4a 'ba' wen plMe& 

1D ~· b&lllt UJI4c ~· Yoac plaa, lt n • .,.. penlne 

1D hh 1101'1 t• a Ocua pae:ral rn•gcr aa4 .aooll4a 

1D getting aa)' eupport •' ll&eel. 

DD or JlllllOJ:. 

BULLm 
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GROUP liEETING December 9, 1937 
9:30a .m. 

Present: Kr. Magill 
Oliphant 
Gaston 
Haas 
Gibbons 
Lochhead 
Bell 

a . :..Jr: 

UJ)IlWD: 

ii .IJ.Jr: 

Bell : 

B.M. Jr: 

Gaston: 

B. i .Jr: 

Bell : 

B.li . Jr: 

/.lr. 
llr . 
!Lr. 
llr . 
llr. 
Mr. 
Mr. 
!Jr . 

Upham 
McReynolds 

'Nell, llr. Upham? 

Nothing . 

Bell? 

I have not hing . 

Dan - I 111 see you l a ter today - but Harry was 
a t the house - I ' ll tell you about it l a ter on ­
and he ha s got the same worry... I'm sorry Kac 
isn' t here; is Mac sick? 

No, Mac is in my office tal~ Carl Ladd- hadn' t 
quite finished explaining tha t tning. 

Well, Mac ought to come in. 

(MeR comes in) 

!lac, I wanted you to listen . Harry Hopkins was a t 
the house last night . He ' s got the same worry 
t hat I have that the states aren't going to be 
ready in January to pay unemployment money on 
Soci al Security. And I said that we llad t alked 
about it and I had asked you to find out, and if 
necessary - i s it 21 he sai d , or - I don't know-
22 states ••• 

21 or 22 . 

• •• and we ' d go in and see whether they 1 r e r eady. 
He said, •You, as Secret ary of the Treasury, can do 
t hat and get away with it, a nd I can't.• He said 
to take one of Ill s men with us; otherwise Altmeyer ' s 
people would Just eat them up . •You fellows can 
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Gaston: 

B.II. Jr: 

Bell: 

li . M.Jr: 

Bell : 

H.li.Jr: 

Gibbons : 

B.!II.Jr: 

Bell: 

B.M.Jr: 

-1S 

-2-

get away with murder over there. I can't.• 

I think 1t 1s important enough from the standpoint 
ot the Treasury aDd the Budget and the pr esent 
Administration tbat ther e shouldn't be a117thlnc go 
wrong. llo·• , lliss - what 1 s the woman that • s the 
head of Social Security in lew York? 

Rosenberg . 

Miss Rosenberg, who is u very able woman, came 
down and said they are not ready, They 're not going 
to blame Lehman;_llark Graves will say it' s us . Now, 
I 1 d like to have between n~.r and tomorrow morning a 
plan that we send a man in~every state and look 
at tha t state machinery and see whether they ' re r eady 
to function or not. Now, you (Bell) have got people 
in every capital still, baven't you? 

Well , I have- oh, you mean •• • • 

Yes . l•hat? 

I have Treasury accounting people, but they 1 re not 
in any sense interested in Socia~ Security. 

#ell, let' s - I don't know of anything more important­
because, I mean - than that . How can we organize a 
flying squad to go into these 22 states and find 
out, so if they ' re not ready I can write a letter to 
the Governors and put tnem on notice? 

Isn' t Revenue capable of doing it? 

I•m just trying - no , I don' t know. Now, who 
actually pays those checks, the states or we? 

We will give the Treasurer of the state e Treasury 
check tor the ~ am.ount of the requisition, and 
then it is up to the State Treasurer to disburse tbe 
funds to the individuals. Now, I suppose our 
eccountants could go in and find out what the 
situation is in each state, what their plan is, 
what they propose to do. 

'Nell, not to tie :rou up too much - would that be 
Eddie Bartelt? 
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Bell : 

H. W.Jr: 

Bell: 

H. U.Jr: 

l.!cR : 

H.!J.,)"r: 

Bell: 

MeR : 

Bell: 

r.tcR : 

B. li .Jr: 

Bell: 

B.M.Jr: 

-3-

les. •ouldn't tie me up . I'd do i t through 
Bartelt . 

Well , could you come in with a plan tomorrow 
morning? 

I think so. 

. 17 
~-

I ' d like ~o do - I 1d like to cover every sta te 
next week, which would mean - I' d like every state 
covered next week. 

I t hink we ought to - I think the thing ought to 
be cleared with Altmeyer. I don' t know t ha t we ' d 
have any di£ficulty there. 

That's all right, put him on notice, but - I •d 
let him send a man along; let him send a man with 
ours. 

They have peoP.l e in ea ch state . 

Well, it would be his regional ••• • 

That•s right. 

His regional superintendent or what ever it is, in 
each one of these, that our boys would pick up and 
contact . 

Now, I don't want to pick up Harold Graves, because 
he 1 s doing something; but this is something that 
is really an accounting ••• 

o1ell 1 it I 5 a payment prOCedure • 

Which we ought to know. Well, look, between now and 
9:30 t omorrow morning, will you fellows come with a 
written thing t he t we send people !~ and let 
Altmeyer' s people go right along with them. I want 
every one of 21 or 22 states covered, and I want -
and as t hey find t ha t they 1re no good, I want them 

to telephone in . 

Now, couldn't we Just detach one m~n and say , "Now, 
tha t • s your responsibility." Wbo have we got up in 
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Bell: 

H.M.Jr: 

Bell: 

llcR: 

B.!l.Jr: 

Bell: 

B.II. Jr: 

Bell: 

-4-

Eddie's office? 

'Nell, I'll let Bartelt handle it . 

Well , let' s pin it on Bartelt . 

Probably ought to get Paul Banning over, who is 
the accountant over there, with Altroeyer•s per­
mission, of course. 

118 

Yes, sure. We 1 ve got to pull those fellows in it. 
Now, Banning is one of our old boys, one of the 
fellows I brought to Farm Credit; brought him over 
here, a nd be went from bore as Chief Accountant to 
~ocial Security. We can work with Paul . Paul will 
work with Eddie. He did work with bi.m. 

Between now and 9 : 30 tomorrow I want a completed 
pla n. I want to serve notice on Altmeyer. I don' t 
give a damn what Altmeyer says. I want to cover the 
22 s t ates next week. I want to know if they 1 re 
ready . ~nd ask the boys, if tbey find any breakdown, 
to report to hddie Bartelt and we 1ll get busy with 
tbe GovernorQ. Because there's 15, 20 million dollars 
that- if we don't get it- and the wbole thing •..• 
Just a s Barry says, that group isn't going to sit 
there and take a libis, and they Just end up by 
blaming Roosevelt. 

I•m afraid you' re going to find out 1n some of the 
states - a little - some politics. In New York 
State, for instance, wbere 75 percent of your money 
is collected in New York City and 75 percent of 
your payments will be made in New York City, the 
wbole Job is being centralized in Albany, because 
tbe banks in Albany want the business . It means the 
banks ic Albany have got to take New York checks end 
clear them through New York Federal Reserve, whereas 
they could be cleared locally i f ••• 

Listeu, Bell, I've arrived at this stage - I don' t 
~now whether you know it- I just don' t give e damn 
for anybody except the President of the United States . 

Well , t hat ' s a situation we can't very well control, 
I realize. 
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"h1 not? I'll say so right in the papers; I ' ll 
come right out and say so . •Toe following states 
are ready and these other sta t~s aren' t . • 

nell , wlul t I'm saying goes also to the cost of 
administration, wnich is very expensive . 

Vlhat? 

New York State will spend ten million dollars in 
administrative expenses . 

Well , will you •••• 

Yes, I' ll bring it in. 

Now is the time . If I c~uld say on the 15th of 
December, •The following states are reedy," that 
I have made this investigation, and New York and 
the others aren't, you see Lehman go to work; 
believe me, I know him . ~ou see Lehman g o to work, 
if we can come out and say we have made this investi­
gation - Mr. Altmeyer, Social Security and the 
'trea sury - for the President of the United St ates , 
and the following states are reedy and the others 
aren' t , and just say so publicly . 

vut the point of the thing is - first, the human 
part of it, tha t these people have got to wait 
three weeks to qualify, end then t hey've got to 
wait another three weeks for the machinery to 
creak; then they come down ond say, •Well, all 
right, put on another hundr ed, two hundred thousand 
men down here, because this thing isn't working ." 
Huh? I ' m just thinking of the budget . 

Yes . I don't think the breakdown will come in 
llashingt on. 

Well , I can't do anything more •• • • 

That ' s right • 

•••• than to say to you two fellows, will you please 
come i n tomorrow; have Eddie here . 
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All right . 

I give you 24 hours to give me a plan so we can 
go over the 21 or 22 s t a tes . Check? 

O.K. 

I thank you. And I ' ll Just say this to you: I 
had a very sati sfactory interview with Hopkins . 
Very satisfactory. 

~id he stick to his figure that I gave you? 

LuckY number? 

150,000 . 

1.20 

'hell, it ta.kes a little explaining . It takes a 
little explaining. He 1 s working very hard, and 
he's all right. I mean what he's doi ng is down 
our a lley and in the interests of phe people.too. 

t.nything else? 

That's all. 

Burgess was kind enough to say I made him some 
money by insisting that be didn ' t sell hi s rights . 
What? 

Uade a t least 10-J~ds on the whole deal . 

10-J2ds on 80 milli on is wha t? A third of ••• 

About $250 , 000 . 

They • ••. 

Ot course the profit doesn't mean anything up there . 

They credit it to our account up there, I don't 
doubt, on the expenses of operation. 

You (Lochhead) al.l right? 

Nothing doing yet . 

Regraded Unclassified



H.ll . Jr: 

Oliphant: 

H. ll.Jr: 

Oliphant : 

Gibbons: 

H. J.I . Jr: 

Haa s: 

H. I.I .Jr: 

Baas: 

H.1d. Jr: 

121 
-7-

Incidentall y, for your (Oliphant) Lnformation, the 
President of the United States infor mally told me 
to send that memorandum that Feis wrote or Hackworth 
wr ote about China that we should do this but put a 
little thing - "But in case we invoke the Neutrality 
Act, this thing doesn' t count• - be says , "Isn• t that 
marvelous? We say we should beat the gun, but if the 
gun i sn't f ired, we won't race . Silliest docuaent 
I ever saw.• He says, "Don't have them around 
the Treasury . Silliest document I ever saw.• 

So they ' re f ixing up - they ' re going to clear the 
telegram with you. We ' re going to go ahead with 
China . But to put i n the tiling - Just the thing 
we 1 re trying to avoi d - he read it three times; 
stupidest thing he ever saw. 

(Words not understandable) 

Well, he a sked me to see the State Department and 
I did. 

I mean Hackworth ' s being called in on it . 

( Nods nothing) 

lbey •re talking about it long enough to bave China 
divided up . 

I got off those wires . 

Ou, may I see them? 

Just to keep you fellows posted: Following up my 
i dea that I want the best business statis t i cs of 
anybody 1n the United Stat es , I asked Professor 
Beardsley Rummel, who i s an economist for Macy •s, 
bow I coula get each week the actual cash sales 
of the department stores in the leading cities, 
and be gave me the names of - what, 50? ••• 

About 50. 

••• 50 department stores. He says that f rankly 
nobody could get it, but if I do it over my own 
name they ' ll give it to me; but he says they wouldn't 
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give it to the Retail Association or anfbody else, 
because they are so Jealous. So this telearam 
went yesterday: 

"AS AN AID I N FOLLOWING DEVELOPIIENTS IN TilE 
GENERAL BUSI!IESS SITUATION I Ali ASKING 'IIIE 
COOPERATION OF STORES IN VARIOUS PARTS OF 
THE COUNTRY IN SUPPLYING WEEKLY FIGURBS 
ON GROSS SALES • • ••• • 

I take it you showed this to Beardsley Rummel. 

~es . 

" • ~. ;~s..,eART OF THIS PICTURE I SHOULD 
GRE/.TLY. APPRECIATE RECEIVING FIGURES ON 
DOLLAR VOLUlCE OF YOUR GROSS SALES FOR 
EACH WEEK BEGINNING '.UTB WEEKS ENDED 
NOVE.!iBER T\'IENTY SEVEN AND DECFMBER FOUR, 
WITH CO!.lPARABLE DATA FOR SAllE TWO WEEKS 
OF PREVIOUS YEAR, AND CURRENTLY TEU:REAFTER 
TO REACH ME EACH SUCCEEDING TUESDAY ATTENTI ON 
GEORGE C. HAAS . I SHOULD APPRECI ATE ALSO 
RECEI VING AS SOON /1S POSSIBLE CORRESPONDING 
Y~Y DATA SINCE JULY FIRST NINETEEN THIRTY 
FIVE. . THIS INFOR!.IATION IS FOR 1Ci USE hND I 
CAli ASSURE YOU IT '//ILL BE HELD ABSOLUTELY 
CONFIDENTIAL. IT WILL BE USED TO COMPILE 
AGGREGATE DATA ON SALES TRENDS FOR THE 
COUNTRY AS A WHOLE. ANY COYII.DITS YOU MAY 
'oVISB TO lUKE ON DAT/, OR TRENDS FRO!.I TitrE TO 
TI!J.E WILL BE HELPFUL . " 

Here ' s the ba it : 

• ••• IN RETURN I SHALL BE GLAD TO SEND YOU 
THE AGGREGATE DATA EACH WEEK IF THEY WOULD 
BE OF INTE.REST TO YOU. CONFIRJ.IING LETTER 

• FOLLOIYS. " 

Tnen signed with my name. 

Now, with r egard to the - Rummel had a couple 
comments . 

This is for my files? 

No, I •d better send it. 

Regraded Unclassified



Haas:. 

H.M.Jr: 

Gast on: 

Haas: 

H. !!.Jr: 

Haas: 

'-'ibbons: 

Haas : 

H.M.Jr: 

Haas: 

H.M.Jr: 

Oliphant: 

H.li.Jr: 

Oliphant: 

H.M. Jr: 

-9-

Little note that it 1s for my diary. 

Rummel made this comment. He sai d, "Which do you 
find gets better r esults, a telegram or a letter?• 
And I said from a telegra~ was my experience. 

•Well ," he sai d, • whet I had in mind ···" - some 
of t hese stores, be thought, would apprecia te a 
letter from you, and I said , •We ' ll work both. • 
·.e. hen I suggested the confirming letter. 

Good . I'll do it over· my s ignature. 

Your signature would be appreciated . 

That 1 s t he way he felt about it. 

Ul right. 

~d the other thing, be said , •How about stocks?" 
Jtnd of cours e that is very important 1nforma tion -
to get stocks . But then we discussed it back and 
forth and he said, "Well, maybe you1ll burden them 
down too much. Get this thing going and maybe in 
a couple weeks, i f i t 1 s a ll going, we1 ll ask for 
stocks ." 

You mean inventory . 

Inventory, I mean. 

Well, why wait? 

Well, he thought, give them a week. 

Give them a week. but· this is going to be very 
helpful . I•ll be glad to sign those letters. 

Swell stuff . 

What? 

Fine. 

Wha t ? And you men know - I've told you about what 
Wesl ey IUtchell and his bureau is doing for us. 
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I don't think you've told this staff . 

Well , Wesley Mitchell has this bureau - very fancy 
name, but it1 s a pool of the various universities • 
economists on labor and business. And I •ve retained 
that bureau to set up for me the sign posts to look 
for as we go down to u depression and as we reach 
the bottom of a curve, and also for the t hings to 
look for us we go up. Independent agency outsi de 
of the Government, r ecognized, I suppose, as the 
most reputable economic group in America - and to 
keep us from doing any wishful thinking . It will 
not be expensive , and I 1ve checked around and 
everybody agrees that that group is about the 
oustsnding gr oup . So what I am trying to do here 
i s not to do any wishful thinking; at the same time, 
to get t he best informati on of anybody on business 
on a day-to-day basis, so I can advise that man 
across the street. 

but - and Beardsley Rummel will be here Monday -
I mean Saturday . 

O.K., George? 

Yes, t ha t ' s all . I 1 ve got some more of those reports . 

Give tnem to me . 

Haven't got them set. Jus t came in. Have to put 
t hem in order, and it takes a l ittle time. 

I burn them after you give them to me. 

:t.es. 

I don ' t keep them. 

Take that buildi ng chart when you go. 

uid Miss Lanigan come to see you before she left? 
I sent you the memorandum l as t night. 

No. $he left - you see, I was up on the Hi ll late 
and she probably l eft before I got back. 
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.But did you get the memorandum from me? 

I got the memorandum. 

Uid you see her? 

I s aw the memorandum, yes . 

Did you see Miss Lonigan? 

No, sir, but it probably wasn't her fault. 

125 

Well, I still haven't - I want to send that memorandum­
a copy to Colonel Barrington and one to the President . 

The one that you were di s cussing? 

With the charts. 

Well, I'll get that ba ck in to you. 

I want three sets. 

The memorandum and charts . 

I want three sets and the original; one for me, 
one for the President, and one for Hopkins. 

All on ribbon? 

Yes. 

O. K. out I don ' t think it wa s her fault last night. 
I was tied up on tha t appropriation thing . 

Anything else? 

That's a ll. 

Press conference, I suppose, at 10: 30. 

Yes. Listen, will you and Mr. Oliphant go into 
a huddle, and after you ' ve got the answer on this 
thing about the windfa ll tax, I wish you' d send 
for either Pearson Of Allen end sit down and let 
tberu know wher e they_re wrong . We ssw them the 
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other day and they said any time they ' re wrong 
they'd like to know it. In the first place, I ' m 
sure a hun.dred - not a hundred, but 90 percent, 
that Mr . Wallace never did write such a letter . 
That's Number One. But check~ files . And 
Number Two ••• 

Wallace letter on windfall? 

Yes • . 

We had a letter from Wallace a.nd - well , I don ' t 
know what that is, but ••• 

Well, let's get out tbe wbole t hing; do it carefully. 
knd I would say, if you can do it tomorrow, I ' d like 
to do it. 

I don ' t think you (Magill) get in on that, do you? 

Well , only indirectly. We had a letter from llr. 
Wallace not so long ago about the windfall t ax. 
I don't know just what ••• 

hzekiel put i n some memoranda on it. 

Asked us to hire a big bunch of economists they 
have over in Agriculture . 

That's the idea. 

I know where tbat story came from. 

I would like to have the story. Tben I'd like •••• 
~o you {llag1ll) want to get in on it? 

I'd rather not, but - because of all these - this 
other situation. 

~ell, ~ould you (Oliphant a nd Gaston) - and t hen 
tell these fellows. hnd I ' d tell tbem tbe facts . 

Just cell tbem in and tell them the facts . 

Yes . 
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•here is a memorandum already pr epared . Roswell 
and I had Revenue write a very full meaorandu. -
12, 15 pages - covering the whole situation. 

Well, what I 1 d do - and I'd send for these boys 
tomorrow and I'd give them the facts. 

Just tell them the truth. 

Now, I don't believe in doing tha t kind of stuff, 
but if somebody hits I 111 hit Just a little harder . 
See? 

Well, that ' s what it is - a push to get us to llire 
a bunch of economists over in Agriculture . 

~hey're already being hired. 

I don't think it's Wallace; it' s Ezekiel and his 
gang. 

Well , they've hit and we can hit Just a little 
harder . 

Wallace doesn't know anything about it; it's 
.l:.zekiel. 

Oh, now - you still believe in Santa Claus l 

Nell •• • 

Well, I don't . 

At Christmas time. 

Let me tell you this . ~hen I was 1n Constantinople, 
they celebrated Christmas five times over three weekc . 
You could take your choice of any one . 

Five different Catholic r eligions. 

"'id you have to take your choice? 

Take them all. 

Take any one. 
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1'bere 1 s Russian Catholic, there's the Greek 
Catholic, there 's tbe Roman Catholic - I think 
there were five different times tbat Christmas 
was celebrated, all on a different calendar 
basis. 

128 

There ' s a Coptic Church and there is the Western 
Evangelical . 

Five different kinds. And the most beautiful 
thing I 've ever seen was tbe Roman Catholic 
service of t he Apostolic Delegate, which he 
per sonally presided a t , if that ' s t he word • 
Is that tbe word - "presided"? 

Yes . 

But tha t was the mos t beautiful service and the 
most beautiful musi c I ever beard . You know -
I don' t know whether you ~now , but in the Far 
Ea st all Catholic priests must wear beards . Did 
you know that? 

Yes . And they marry. 

And t hey must wear beards . And the r obes and tbe 
Jewels of tbat Apostolic Del egate ! 

You see, ~ r a ther represented tbe Cat holic 
~burch in Constantinople, because t bey couldn't -
tbe Austr ian was too wishy-washy, and he was 
supposed t o , and be couldn' t ge t anything . So 
he ' d come around to Pop ana say, "No, ! 1 m sick 
and tired of this fellow , but tbey have t aken 
t his monastery and nunnery • •. " - would 1ve go to 
bat for t bem? So Pop would come right a long. The 
Austrians couldn't get anything, but ~rathE-r 
would. And be 1d. be around; be1 d tell them . ~uite 
young, as I remember tbe man; be was quite a young 
fellow. Of course, ~ f a ther knew the present 
Pope when be was Apostolic Delegate in Poland . 

Oh yes, I've got a funny story. Take a minute . 
I was over to Saint Patrie~ Church on Thanksgiving 
Day as a represent ative of t he Treasury at Thanks­
giving Day ~ass, and I met the Apostolic Delegate 
here - l ittle Italian, nice little fellow. He said, 
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"Oh, you represent the Treasury . I'd like to 
come over some time. nhat do they do with the 
money - what do you call it - that isn' t anJ 
good?" 

"Do you mean counterfeits?• 
M He sai d, "Do you • • • -here's the guinea: they ' re 

all counterfeiting --• ... I want to come over and 
see t hat.• Wanted me to take him downstairs. 
Wasn't that f unny? 

You might tell him 

That was t he one thing that appealed to him. 

Maybe that accounts for the fact - t he day that 
Italian gold coins which are short-weight were 
beitll sold at three and f our percent premiWD in 
Berlin and Rome. 

Had a funny name - C-i-o-g - I don't know. 

Is that right, Archie? 

Yes, prem.ium of three or four percent. The news 
came in - London attachd, Italian attach6 in London, 
was very anxious - said they bad a lot of short-weight 
coins over there they wanted t o sell, which they 
did . 

On that basis, too . 

I sn' t that funny, though? And incidentally, his 
private secretary is a young fellow from Philadelphia 
who is going to college with several fellows that I 
know. 

I've got one other thing I' d like to talk to you 
about later, if I may. 

All right . Before the press conference? 

Well , it doesn't mat ter - before or after; it 
doesn't matter. 
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Yes. Hell, why don ' t you stay? I told llagill 
to stay after this, so • • • I mean about 25 after 
come in. 

Yes . 

Is that time enough? 

Yes, won't take over five minutes . 

Bill to stop the Japanese from running away with 
thos~ salmon fisheries in Alaska. Request from 
vhairman bland of the ~ommittee not to report on 
the b~ll but rather on the request tor all the 
information which Coast Gua rd has on illegal 
fishing on the part of the Japanese. And the 
da t a have been prepared by the Coast Guard, along 
with photographs . I thought it might be desi rable 
to have it cleared with the State Department. 

That ' s right- Taylor. 

Just turn it over to Taylor? 

Yes. 

Is he here? 

Be's here, but he ' s over with Import- Export Bank. 

That 's all. Did t he letter on cotton serve all 
right? 

Yes, but - I don' t want to explain, but the President 
bas another angle on it. 

Be does? 

Yes. 

Any more work to be done on i t? 

No . I ' ll tell you, if you 1 re not busy, at three 
o ' clock. 

Three o 'clock. That ' s all . 
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Any appointment been made with Mr. Jones on new 
legislation? Be asked for an appointment witb 
you . 

No , he didn ' t, that ' s the funny thing. 

Yes , in his note to you be sai d , •I would like 
to talk to you personally about this . • 

(On phone) Miss Chauncey on the telephone . 

There ' s a mi sunderstanding a ll around . I haven ' t 
seen his l egisla tion. 

Just clea r ed my office in final form yesterday . 

~e 1 re talking now about tbe other piece of l egisla­
t i on, which eliminates from Jesse's balance sheet 
the alloc&tion tbat ' he 1 s made . 

Wel l , who 's got it? 

Well, Mr. Aarons in Mr. Oli phant's office. 

(On phone) Well , tell her never mind . Mr . 
Bell knows what I want . 

Be has the legislation, with a little pen and ink 
note to you which says, •I would like to talk to 
you personally about the attached at your conven­
ience" - something like tha t . 

Be told l'aylor tnat he wanted to talk to me 
this time before we made up our minds like we did 
on Commodity Credit. Be sai d he ' d like to get in 
while we were making up our mind . Mr. Taylor 
says, •Does my dollar l ook safe?" lle ' ve got a 
bet. So he said, "Before you make up your mind 
on this, I'd like to see you." Well, I t hink I 
know wha t he wants. 

Well , let's leave it t his way . When you men are 
ready to talk, you (Bell) and Taylor walk in here. 
Bow' s that? In other wordG, I'm sitting here waiting 
for you. 

All right with me . 
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I'm waiting for you fellows . 

What else? 

All rigbt. Everybody happy? 

. ' 
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Hello. 

December II, 111~7.13~ 
10:10 a . m. 

Attorney Genara.l 1 a Secretar'7, Kr. Houeton. 
Go ahead. 

Hello. 

Hello. 

This is Kr. Korgenthau talking. 

Wb7 yea, Wr. Secretary. 

Is ~e Attorney General in town? 

Yea .b.e is, air. 

All rig.b.t. Now I ' d 11ke very muc.b. it .b.e oould see 
Jtr. Kagill and Kr. Ol1ph&nt to~, and the reason 
I emphasiee to~ is that, Kr. Magill is on the 
Hill avery day testitying, but it J ue t so happens 
to~ they will not be. The matter they want to 
eee hi.m about 1e t o discuss with h1Ja ~e methode 
ot presenting the tax cases in court, and that 
~ey have reached an iapaeae with Kr, lolorria. 

And t.ll.eretors they ' d like to present the Treasury 
viewpoint directly t o the Attorney General. 

Yes sir. 

And it he coulA arrange to see t.ll.em today, I'd 
appreciate 1t v ery •uch. 

Certainly sir. And shall I get 1n touc.b. w1 th 
t.ll.ea as to t.ll.e t imet 

It you'd contact lolr. Magill direct I'd appreciate 

it. 

All r1g.b.t lolr. Secretary I'd b e very glad to do 

that. 

Tballk you. 

You're qu1te welcome . 
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Go llbead. 

Hello. 

Henry? 

Hello Senator . 

Hew are you? 

Oh, I'm tine. 

Deceaber G, lQ~?. 
10:27 •••. 

Well th1e ie a tine morning, you ought to feel 
good and criap. 

Well I just ra1eed plenty of money, a reaeonable 
pr1ce. 

Hew much waa that over-subscribed? 

Wall I th1nk t he bond'a last t1gure'e about 
e1xteen t1meo. 

Slxteen t o one , t hat 's back 1n the bond daya. 

Yea, but tb1o is cash, not a1lver. 

Well, tell you what I called you about, there'• 
a wr. Jonn B. Watbea h ere . 

Yes. 

Who's got - who wanted to have a brief interT1ew 
w1tb you and g1ve you eoae information about the 
in81de v1olat1on of an order you 1eeued down there 
w1tb reference to Government eaployeee and other• 
peddling around butter and a1lk and etutt around 
1n the Treaeury. I wonder 1f you could aee h1• 
a minute. 

Sure I can. 

What t1me? 

Ob I can aee h111 at quarter of twelve. 

~er of twelve. 

What'• hil naael 
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Mr. John B. wat.hem . · W-A-~H-E-11 

w -
Ke'e a lent.uok1an. 

Well I don't. hold t.bat. asa1nst. ~. 

Kuhl 

I won't. hold t.hat. against. h1a. 

You won 't hold t.hat aga1nst h1a. 

No. 

Well, now I - I'm always frank with 70u. I 
won't el1p up on 701J' bl1nd Bide. I want t.o ten 
what. these - where t.heae people are troa. 

Yea. That's right. . 

So you Just. onrloolt t.hat . 

Now- Hello. 

Yea . 

I th!Dk t.he drive on u1 to do something tor 
t.axea now baa coDI1derabl)' let up, don't your 

Yea . yea. 

Don't you t.h!Dk sot 

Oh, ye1. 

I t.h1nlt you called the t.1me when you announced 
1t wouldn't h1t t.he publ1o . 

Well, 1t certa1nl)' baa auba1ded over here since 
then. 

Well 1t hae down here . 

Yea . 

And the preuure on ue has let up tre~~endoual.7. 

Well I'• glad ot 1t. There'• no uee to get. 
etaapeded on a t.h1ng l1ke that. . 

Well there now -4.'ae7.'r. r.ow go1ng to draw a b1ll. 

Yea, oh 7ee. It. ... 
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and orpn1r.ed and II&IIWYered and t.u.d. 

Yee. Tile preuure on ue hae let. up t.re•endouel,J . 

Yea . Well, an.er t.lle f1r•'- of t.lle year, of oourea , 
we oan t.&lte t.ue eno\16h t.o wr1t.e a deoent. 8111. 

L1et.en, t.llq 1m not. .. luna 
TreaeiU")', are they? 

Well -

Jus'- butter-. 

If they were I wouldn't. aek you t.o 1nt.ertere w1t.h 
that. 

Bend h1• alona, I'll be glad '-o eee bU. 

All r1ght. 

Thank you. 

Thank you. All r1gll'-. 
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Rello. 

Chai.rllan Eoclee. Go uead. 

Rello. 

Hello. 

tr.rr1ner7 

Yee . 

Deoe•ber 8, 18l5? . ' 3 7 
11:42 a . m. 

Bell and Burgeee have been talking about our 
balances in the Federal Reserve Banks. 

Yes. Tbey•re a little high now, aren't tbey7 

Exact!y. And Bel l baa made tbis recommendation, 
that if we - 1n the next day or two, beginning 
tod~Q" buy fifty million or our December 15th or )! th 
bUll, in order to reduce our balancee by that amount. 

Yee . 

And if you thought well or it , wny I'd give those 
instructions. 

I don't see any obJection, it Just puts that 
money out before the 15th instead or on tbe 15th. 
That 1 e all. It Just -

It keeps the reserves up, instead or them going 
all up at once, why t hey go up graduallY. 

That's t he idea. He said we did that a couple or 
years ago. 

Well I don't see - I don't eee any obJection at 
all 1n it because the bi lls have practicallY no -
they have no value anyway now, I mean they 're 
selling on - on a no yield baais. 

Tnat•s it, and it would- then Monday when we 
look throUgh our balances again, we can take 
another look. But we have enough money that we 
can anticipate by buyi ng 1n fifty million now. 

Burgess doeen't aee any obJection to that. 
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Aa I underatand it h e 'd like ua to do it. 

Well it looxa taYOrable to ae, yea I - I think 
it would be a good idea. I think 1t'e a good 
way to get the money out, in view - 1n view ot 
the tact that it' e going out on t he 15th anyway, 
it 1en 1 t like you •re bu.y1ng loll6er term at.urt. 

Oh no, it's Just these billa which are due 1n 

a week. 

It. looka - it certainlY looks all right t.o me. 

Well I'll tell Burgees to do it. . 

138 

B,y the way, wnat. do you th.1nlt ot - we haven •t 
decided what. to do with reference t.o buying any 

further &eour1t1ea, and I'm - ot oourae we can 
wait, I suppose, a few days, maybe a week yet, 
but I told you, you remember, t he result of our 
last meet1116, that we decided that we Just continue 
as we had been. 

Yee. 

Unleae the Executive committee, in the meantime, 
ahould meet and decide that for some reaeon t.hat 
they shouldn't. do eo. 

Yea. 

Well I know that - that George and S1nola1r, of 
oouree, don ' t want to do anything more. Tbey don't. 
feel that. t be a1tuat.1on - t.bat it doeen 't. amount. t.o 
enough t.o- and tbe a1t.uat.ion doesn't. call tor it. 
I'm more or leas on t.he fence on the thing. I 
reali~e t hat to pick up twenty or thirty million 
ot - between now and Chriet.maa don ' t amount to a 
damn, and you can't pick up a lot ot 1t. On the 
other hand it. doea show t.he d1rect.16n and the 
penct,noy, that. 1t'a- it' s - that we are IIOV1116 
1n the direction ot - ot - the easiest kind of a 
money policy and there's nothing reatr1ot1ve at. all 

about our action. 

Well. 

It '• t.he payohology ot it. It ' s about all it. ia . 
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Have you made up .rour mind yet what .rou are 
going to do about .rour seventy five million · 
ot the new two and a halte? 

Yea. 

Wll•t are you going to do about those? 

139 

we've alread.T - we 've taken seventy five mill ion 
bonda. 

Yea, but I mean - I didn't know wllether you .. re 
going to hold them or not. Tnat'e whet I mean. 

Oh, well what we want to do ia to - to graduall,T 
work up some of the longer bonds, and - and 
pick up a li~e amount or stutt falling due 
within a period of two years to take the place --...,.....,~ 
ot this abort stuff wh1oh baa JWit matured. 

I see. 

See? And that or couree depends ent1rel,T upon -
upon t ile market being favorable to the ahi tt. 

Yes. Well, inoidentall.T Burgees was kind enough 
t o say that by having converted, following ~ 
advioe the System'• going to make about twice 
aa muoh as the.T would have. 

we bad a Hell ot a tiae witll George on that. I 
m ~ as a matter of tact, t he tllree ot ue Just 

· outvoted him. 

Yea.Bu~ I mean b.T ehitting ot!,Burgeaa aaid, 
•well we've got .rou to thank that we made a 
n1oe profit. • 

Yea . Well I 'm - ot oourae we recogni~e we have 
the profit there but -

Well it you had told -

I mean - I mean - ot course, the tact you gave 
11.1 an option it doee give ue a profit. 

No, I mean it you'4 
Tu.eada.T. 

Oh yee , I see. 

have sold the r1ghtl 
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Inetead or oonvertlng. 

Oh yea. 

That'• what I aean. 

Well the onlY reason -

Well I mean 1! you had aold ~be rigbte TueedaJ. 
Ina~ead o! ~~you've got tbe bonds today and 
t hey're wortb considerablY more. 
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Oh yea. Well I- I think tnat 1a- that ' s right. 
Tbere 1& no question about i t. The - what we did - . 
you aee, what George wanted us to do wae to take 
hal! - take hal! or t be notes an.d halt or tne 
bonds. · 
Yea. 

And we compromised, we diacuesed the thing on the 
idea or buYlnS - ar eeH1ng t he rlgbte, see? 

Yea. 

And then when we talke~ to you, and you - you 
!elt it better to always convert, then it waa a 
question or whether we would convert into,the 
torty million into notee or into bond8. Well 
George wanted the notes and the rest or ue wanted 
the bonda, so we decided on tne bonds. Oh well 
there's no - they talk about a profit, wby it'• 
the eaeieet money ~hat we' ll ever make. 

To aak you another question about your contin~ 
buying. AI long aa you've aaked. me aee? 

Yea. 

I! I wae - ~ reaponaibil1ty, would you like to 
know what I ' d do? 

Tbat 'a rlgbt. 

I wouldn't buy ~Y more but I'd do what you 
talked about t he other ~. and I'd do it by 
tne 15t h and ~ha~ il to low~reaerYe requirement• 
on the country banlta. I think that that would 
have a wonderful et!ect. 
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Well, we oe.n 't. do it. by t.he 15th, beoeuae we 
haYen 1 t. got. enoug.b. 1ntormat.1on. we • re malting 
a atu4¥. It.'a the damneet Job to get i t . 
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Th e thing that - you ••• t.ha Comptroller 1natae4 
ot making the laat oall t.hia y ear , he didn't malta 
a oall . 

Well you mow it' d be r1gbt tllougb. 

What 1e it? 

You know it 'd be t.he r1ght th1ng to do. 

Well, I feel - I feel that it would f rom Just the -
f r om the impression at the information that I have 
trom individuals, eo i t 1e a aort of spot oheolting, 
you s ee? 

Yee . 

It'• DIY impression that it would be a good t h ing 
to do. 

Now let me tell you the kind of story t hat Hopkins 
.b.ae and I know we gave i t to the President , aae? 

Yea . 

Hill friend . Jlll,ybanlt t h e Way or ot Charleston. He 1 a 
1n the cotton broker~• business. 

Uh- hU.b. . 

He had a lot of money borrowed. Th ey loaned it to 
him at a even and a halt cents a pound . Within the 
laat t wo weekethe bank calls him in, givea him . 
twenty tour houra notice and said we're onlY going 
to loan s ix cents a pound on cotton. 

GOing to loan what? 

Six cants . 

Wel l -

And Kaybank had to put up hi e house , hie Jewell 
and h i e whole thing and he Ullaged to acrape together 
forty nine thousand dollars , and he goee to the bank 
eaye •wnat are you doing this to me t ort • . He eaya 
•WEll we got word f rom New' York. 1 It.'e that kind 
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ot atu!f, you aae, and t hey 
and it all hurta, all of ua 

· boat. 

--142 

lla.Y f eed it around, 
that are in the ume 

Of course that, the Reaerve bas got nothing to do 
with that. That's beoauae if we had three billion 
1n reaervea and the price goes down to where t he 
margin maltea it unsafe wi\1 you - you'll get a 
collection. In other words the country banka , at 
the present t1ae, have a larger percentage of 
exceao reservea t han the city banka. However the 
geeture, it doean' t amount to an awful lot: and 
the thought that I.' ve had in mind is 1t we get 
thiB Houa1ng bill, we can give as part of a reason, 
t hat to - to enable t he financing in the country 
districts and t he fact that money is going out of 
these country d1str1ota because of low prioea of 
! al"'l product~, see? I mean the same money un 1 t 
going back 1n as it would go in i .f the prices were 
h1g.ller . 

No, well Just let me aelt you this. Do you thin.k 
you can do it between now and the end of the year? 
That you'd have informa tion? 

I doubt if the Board will do it. I - In fact I 
don't know that they'll do it at all, but the -
t he way the thing waa left we agreed to call a 
meeting of the open market oo111111 ittee on the 8t h 
of January, and that we would, at that t1lle, be 
prepared to ·determ1ne what our policy would be, 
with reference both to further open market and 
- and the question of changing reservea. 

Tnat'e a month ott . ' 

And I doubt 

That's a month ott. 

Yea. 

It ' s a hell of a long way, a lot can happen. 

well what' ll happen af~er the middle of December? 
Not the m1ddle of December, after the 25th? 

Yea. 
You ' ll see reserves build up awful faet. They'll I!P 
down. I was reading a report laet night, and the 
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exoeaa reaarYea, if we did noth1D6 ~r• at all on 
open aarkat . The exoeaa reaerYea won't likel7 so 
below a billion. 

Y .. . 

At the paak' of curreno,y deaanda, that the7 will 
11kel7 fall, tlle,y 111 11kel7 go back up onr tll.e 
period of tile next two weeka, to at leaat a 
billion and a quarter. Well, if - tll.en wa (urther 
took action with reference to the oountr.r banka, 
t hat would put them baok up another hundred and 
fif~ million, or i t would put tile• up to a -
it'd put the• up to a billion four, clole to a 
billion and a half. 

Yea . 

Now that' a about tile p i cture of wllere the r11er.ea 
are going t o drop down 1n the next two weeka 1a 
New York. 

Yea. 

That aa far aa the country ie concerned the,y•re 
drawing 110ne,y out of New York now. 

Yea. 

And an open urket and a b1ll urket of couree would -
would i•ediate l.Y offlet eo•• or tll.et w1 t.ll.drawal 
1n the New York aarket . 

But answer ,your or1g1nal question, should ,you 
increaae ,your portfolio now, eee? 

Yn. 
I f I had t o .aile the deoiaion, I'd keep out of tllia 
aarket whi le 1t 1 a fall1ng, the wa,y 1t 1a . I &1•• 
,you a atra1ght anewer on that. 

Well I want - I'm glad to get ,your ­

I'd keep out of 1t while aha'• fall1ng . 

Well we wouldn't - we didn't intend to do an,yth1ng 
at all for full.Y a week. 
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Yel. 

And tllen it we did do anything it would aerel7 be 
1n bill,l . 

Yea. 

Just -

Well I- good thing Ch&ngel 10 eYery da7, but 
oertainl1 tor the re1t of thie week -

No we wouldn't do anything at all. 

Well I'll be seetng you Tuesday. 

Well, 1ay by the W8J, I' Te got to be in Chioaao. 
Cheater DaTil, about a aonth ago when 0 1Ne11 wa1 
over here at the building opening, got •• ooaa1tted ~o 
go to Chicago and talk ·to the rorua Bureau 
Federation annual meeting . 

Yes. 

I did it then because it wae a long way ott. 

Yea . 

But I ' a sorry I did it now. 

Yee . 

Wall I- I'll talk to you before I go, anyway. 
I 'll oal l you Konday . . 

Well then we understand- you're not going to 
1norea11 your portfolio without giving ae another 
ring. 

No, we won' t do anyth ing on t hat. We won ' t do 
anyth ing thie week at &11. 

All rlaht. 

o.r:. 
Give •• a ring Konday. 

All rigllt. 

TlWIU. 

GoodtQ'e. 
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Gone "'')et.a1ra. 

All r1ght., where ' • Burgeeef 

!Ugbt. here. Go ahead. 

Hello. 

HellO Henr7 . 

Randolpll? 

Deoeaber Q, 1Q3? . 
ll: SCI a .a. 

I've talked to Eoolea and Bell about. t.hie idea 
ot our bu.y1ng t1f.ty million dollar• worth .rd_ 
these December 15th, lCith bill•, see? 

Yee. Yea. 

I tell 70u now to go ahead and do it . 

Well t.hat 1 e tine. 

A• I understand, you'd 11ke uo to do itt 

Yea I think it would be very helpful to keep your 
balanc e from running ~ too high, 
running out ot the aarket, you know. 

Well you go ahead and we'll give you a telegram 
cont1rll1ng i t . l.!r. Taylor's Bitting right here. 

That'• very nice. 

And Monday we'll see how auoh money we got, eee 
Mondayie what - the 13th. I don't know whether 
we'd want to do any ot that Uonday or not, but 
thie will go tor thil week. 

All right . 

What? 

All right. That's t1ne. 

This ought to be enough, wouldn't 1t7 

Oil yee , that's all we could use th11 week, Bn7WI1o 

I'• eure. 

• 
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Well •• &1.,.. 70• 1Ae\1'1aoUODa llGIJ ~o 'bllr tU\,J 
ll1U.10D . 

!'.11&\'a f1De. 

All rlgh\. 

Ver.y good, Kenry . 

!'.b.alllt ;rou. 

Goodb;re. 
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Hello. 

Mr. Bell. Go ahead. 

Hello. 

Yea. 

Bell? 

Yea. 

Deceaber e, lQ~?. 
12:00 DOon. 

I t.&llted t.o Eool... Jle t.b.1nlte that •a !1ne, to 
p1clt up !Ut;r a1ll1on. 

Ull-l!.ull. 

I t.allted to Burgees , he '• ora~y t.o do 1t, and 
Taylor's e1t.t.1ng here, eo I told Burgees to 
start, that you'd send him a telegram on oon­
!1rmat1on. 

O.IC. 

See? 

Yes. 

I say are you 1n a oonterenoe? 

No. 
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Well let. me read you eomet.bing that came oYer the 
Dow-Jonee t.1olter. 

All r1gbt.. 

Haven't the el1gbteat 1dea where they got 1t !roa. 

I bet you're em111ng. 

Yea. _· 'l'h1B 1e the headl1ne: ' RooeeYelt repr .. ented 
ae et1ll t1rm and budget balance resolved. ' What 
I d1d, I tallted t.o the boye tor background 1n my 
Preas conterenoe th1e morning, eee? 

Yea. 

For bacJtgroUD4. I n front. or uerybodJ, and t.b.1e 
1e - tb1e reeult : 'Pree1dent RooeeYelt wa• 
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represented t~ by thole oloee to hia ae etaad1ng 
pat on hie budgetary eetiaa~ee and polioiee ae 
laid down in hie eta~ement and epeeohee thil order. 
Neither the Preeident nor ottio1ale directly re­
eponeible to him tor revenue and budgetary pol1oiee 
are thinking at t h1e time either of further gold 
de-eteril1za~1on or of greater unbalancing the 
budget deep1~e predictions yesterday by Marriner s . 
Eccles, Reserve Board Chairman ot tur~her det1o1t 
beoauee of bus1neee reoeeeion it wae e~ated tod~. 1 

How'l that? 

Thlt 1 e good. 

•ur . Eccles or anyone else not d1rec~1Y concerned 
with budget work speaks onlY tor himself and not 
tor the Administrat ion, when be d1ecueeee the 
budgetary outlook, 1t wae emphasized. In no 
oirolee were budgetary policies determined. There's 
no thought at this time of using the sterilized gold 
immediatelY the finance increase expenditure• or 
the adopting a long range program of using gold 
ae a budgetary cushion.• 

Veey good. 

'Neither ie there any belief 1n these o1rolee that 
the budget eatimateo published by the ~ea1dent 
October 19th may be revis ed by subsequent develop­
menu. Revenues were adjusted in that budget to 
a lower business level and the least expenditure 
ot the i e anticipated it wae eaid. 
In addition to terminate the balance of 19~8 
budget still is being adhered to.' 
Pretty etrong. 

Well that couldn't have been said better if you'd 
ea1d it yourself. 

RlgAt. 

I thought you'd like that. That' s very good. 

And I thought t hat eo-and-eo had it coming. 

Tha'- ' • ri.glll. . 
T.here '• too God-damned much talking around tb.le 
town ot people that have nothing to do, you and I -
swear -
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H.K.Jr: 

8 : 

H.U.Jr: 

8 : 

H.I&.Jr: 

8 : 

H.U.Jr: 

8 : 

H. LI.Jr: 

8: 

H.I4.Jr: 

8: 

H.LI.Jr: 

8 : 

H.lt.Jr: 

8: 

!:Yer)'bo~ 1n t.own 1a \allt1116 budge\. I Jue\ 
oan ' \ ge\ u. 
Yee. Tha\'a rlgn~. 

God. Je11e Jone1, a&arr1ner Eool11, HeJU7' 
w•uaoe and eYer)'b~' • t.allt1116 budge\. 

Well I Juet. so\ ted up t.hil JDOrn1116, and I ea1d 
1\ w1~h a emile, bu~ ~h., got. 1\. 

Well that.'& very good. There'• oer\a1nly a lot. or 
enoop1ng go1ng on around, now, e1noe )'OU made the 
statement. 

Well -

BY close representat1Yee. 

Wel l I made 1t 1n front ot twelYe newspaper aen. 

Well, ot course, they 

They don't have to do too much. 

That's right they don't have to do very muoh. .. 
Tb1a wasn't wh1eperad to any colUIIID1at. behind 
oloaed doors. 

Well ~hat's very sood. 

I ~bought you'd 11lte 1t . 

Ye• I l1lte t.hat. 

Thanlt you tor br1.ng1ng ~ at.tent.1on about. the 
balanoee . 

All rlgnt. F1ne, I'll teke oare ot 1t. 

.. 

.. 

Regraded Unclassified



H.ll.Jr: 

Operator: 

H.I.I.Jr: 
sen. 
ShepPard: 

H.li.Jr: 

S: 

H.ll.Jr: 

S: 

I{.U.Jr: 

S: 

H.ll.Jr: 

s: 
H.li. Jr: 

S: 

H.U.Jr: 

S: 

H .IA.Jr: 

S: 

H.lo!.Jr: 

S: 

H.ll.Jr; 

S: 

Hello. 

Deceaber Sl, lSI~? . 1 SO 
12:46 p.a. 

Seuator Sheppard. Go ahead. 

Hello. 

Hello, Mr. Secretary. 

How are you7 

Beet wiehes . 

Thank you. 

Ob I'• commending a man - a Texas man­
Page. P-A-G-E. 

Yes. 

I.t you 1 11 Just put it down, Honorable Paul D. Page. 

For what position? 

Vacancy on the Board ot Tax Appeals. 

All right, Senator. We'll make a note ot it. 

He was in the Internal Revenue service tor aeveral 
years, rendered t i ne aervice and then he '• been 
requested by t wo or three other Departments to come 
over and help t hem. He i• now with the llaritiae 
Commission. 

All rlght. 

And I'• sending a little personal note about it. 

Well I - I 'm always glad t.o hear trom you. 

How jU'e you? 

I'• tine. 

Well, that's good. !lore power to you. 

Thank you, Senator. 

.Ul right. 
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}l.!.I.Jr: 
Randolpl:. 
sursen: 

H.K.Jr: 

B: 

H.l!.Jr: 

B: 

H.!J.Jr: 

B: 

H .U.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.l!.Jr: 

B: . 

H.U.Jr: 

B: 

Deo.-ber 0, 10~. 

Hello. 

Hello, Henr,y . 

How are you? 

5 : 00 p.a. 

0.11 I'a fine. Juat wantedto give you a word ot 
o.tleer. 

Go a.tlead, I 111 p~ your d11't • . 

We made eome aone)' tor you todAy. 

You made aome money tor ma. 

Yea, air, I -

151 

Now lis ten, you've got a narve to tell ae about the 
meael)' little billl you bought when you tellowa 
eold twenty two million bond• at a two point profit . 

You lmow wllat you aade? 

Why, how auo.tl? 

Nine hundred and aixteen dollars and thirty nine centa . 

flow much? 

Nine hundred and a1xteen dollar• and thirty nine oenta . 

on how auo.tl transaction? 

Forty t.tlree million . 

on forty three million you make nine hundred and 
aixteen dollars. Why it doesn 't even Pl3 •• to 
tali to you about it. 

Well then I wanted aleo "to thank you tor the aoney 
7ou aade t or ue. 

Well then, how auo.tl did •• ulte tor .rou? 
How .uo.tl did you aalte ~? 

Well I don't lmow how auoh we aade. I haven't 
tiaured that out . Thought you'd be more interuted 
1n what you made. But we aade - we aold at - the 
new bonda at a hundred and one twenty lix. 
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H .U .Jr: 

B: 

H.!.l.Jr: 

B: 

H.U.Jr: 

8 : 

H. 14.Jr: 

B: 

H. l&.Jr: 

B: 

H.L! .Jr: 

8 : 

H.!A.Jr: 

B: 

H.!A.Jr: 

B: 

H.!4.Jr: 

B: 

H.LI.Jr: 

B: 

H.U.Jr: 

B: 

H. I!.Jr: 

- 2-
152 

Yea. You oold OYer \~eaty aillion, didn't you? 

Wbat'e that? 

You eold over twenty million? 

We sold twe.nty two and a hall o! the new two and 
a ha1ta. 

Yea . 

And we sold three million ot the old fifty eix nines. 

And what did you buy? 

And we bought notee. U1eoellaneous notea all the 
way !rom thirty e1ght to forty two. 

I see. 

All over the place. 

I see. 

we did it almost all together, in one spot. You 
know that we didn't hit the market, I think at all. 

Did you do it with a dieoount? 

Yea, we did it through a dieoount, but t hey did it 
through one cuetomer, practi cally . 

Do you know who it is? 

No I don't. 

Uh-l:)uh. 

Couldn' t !1nd out yet. I ' 11 !1nd out. 

Uh-huh. 

Sooner or later. 

Well. 

But it puta opposition very much better. 

Yes. 
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H .u.Jr: 

B: 

H.!.I.Jr: 

B: 

H.ld.Jr: 

B: 

H.L!.Jr: 

B: 

H. !.I .Jr: 

8 : 

H. L!.Jr: 

B: 

H .l!.Jr: 

8: 

I!.!.I.Jr: 

B: 

H.l.LJr: 

- 3 -

And it - it avoids your tying up a lot ot •oney 
on thia - on th1a tax day, whioh might have had 
a l i ttle effect on the market. 

How m&n1 billa did you buy tor ue? 

Forty three m1111on. 

Very nice. 

Yea, I think so. I th1nk that was a n1oe 
operation. 

very nice. 

It came in Just at the right time. Some ot these 
fellows were expecting they might be a 11ttle b1t 
tied up, and so were w1111ng to sell. Worked out 
ver,- nicelY. 

Well that' e a.ll right, and I was asked today 
whether I thought you fellows should start open 
market operations aga1n, and I said no. See? 

I agree w1th you a hundred per cent. 

I sa1d no. 

Well I'm very glad you d1d. 

But I alllo said as long as my adv1oa wae being 
asked tnat the Federal Reserve Board wanted to 
do eometh1ng, do it within a week. If they 
dropped Reserve requirement• on the country banks 
I th1nk 1t would have a marvellous effect.. 

Do you? Well that's very 1ntereat1ng. 

What? 

That'• very 1nterest1ng. 

But they aa1d they weren't go1ng to have another 
meeting until the 8th ot January. I sa1d that 
waa another 11!e~1me . 

Yes. 

But. 1! they'd do 1t, aay, next week, I th1nk the 
peychological effect. would be wonderful. 
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H.U.Jr: 

B: 

H.IJ.Jr: 

3: 

H.II.Jr: 

B: 

H.II.Jr: 

B: 

H.l!.Jr: 

B: 

H.I.I.Jr: 

3: 

H.U.Jr: 

8: 

H.U.Jr: 

B: 

H.U .Jr: 

- . -
You mow I reallY don't tb1nk the count17 belike 
needed any more than the othere, ae far aa 
need goee. 

1 .. 

No, but t hat ' s whero .- that'• where all t he talk 
oomee froJD . 

Ob, that' s the political-

Ob, if they do the whole \bing, \bat w~ld be et.!ll 
better, but I'm not.- I'• eucb a t.1a1d little tlcwer, 

I got you. 

'l'llat. I just euggeet.ed the eount17 bsnka. 

Yea. 

See? 

If t.bey 1 ve got to do everything I 'd rst.ber eee t.t em 
take a little el1oe oft the whole bueineae . 

Well, of cours e, I ' m eo t1111id. I never make any I 
suggestions. 1 

Yes. I think there ' • tb1o political objection t i 
1'-oing just. the ~ountry banltl , Henry. 1 

Uh-huh. 

7bat t.be Ada1niat.rat ion baa been accused repeat.eony 
of - of just. being i ntereat.ed in t.be little t ell•• 
and letting the big fellow go t.o hell , and ao \ hi lt 
just picking out. the country banke, who aren 1 t 
countey banlta at. all r eallY, you know, lllight. 
bad reaction. 

Well I t hink you d i d a t 1ne Job today . II ore 
Thanks for the tUne hundred and euteen dollar•. 

Well, thank you t or the other•. 

All right, 

'tfhatever it was, f1tty tboueand, or aoaet.b1ng. 

How auch? 
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l! .II .Jr: 

8: 

All r~t.. 

All r~t.. 

Goodbye. 

- !! -

Good luolt. Goodbye. 
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December 9 , 1937 - 5 p . M. 

Mr . Rull called the Secretary. The following i s 
a one-sided conversation ·nth llr . Rull . 

B. l! .Jr: If the Governor General of Canada wants to 
send word to Great Britain that they should 
begin talking to us about the British debt 
l do not see on what ground we should say 

to the~, • Don't send that word along• . 
In your talking to ~e Just now you said a 
couple of t~es, "The President and the 
Secretary of the Treasury will go after 
them on their debts• . The r eason I want 
to go slow is that very point. Ylbo i s 
going to go after them bas never been 
settled since I have been her e. I think 
you and l ought to ask the President Whom 
be wants to negotiate with debt. 

If you and I understand each other on this 
basis, then l et Canada send their word along 
and tnen you and I can ask the President 
which Department he wants as a co'l.lection 
agency. Certainl y there can be no objection 
on the part of the Treasury if the Governor 
General wants to send that word along . 

l appreciate your talking to me and l cannot 
see but Tibet it is entirely all righ t . 

Vr. Rull also aaid to ur. llorgenthau, •When we nave 
a Debt Commissi on the Secretary of the Treasury is always 
Cbairaan or that Debt Commission•. 

15S 
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TREASURY DEPARTMENT 

WASHINGTOH 

1;~ 
M) daM' ... S.CretarJt 

It 18 estJ.mD.ted that our balanoea with tile Federal Reserve 
Banlcft will be lUI follo"" on the d&.fa 1nd1cat.do 

Dee>uber ll •• • •....•••• 2)8,000,000 
• 13 I I 0 0 I 0 0 I I I I 244,000 ,ooo 
• l4 ........... 259,000,000 
• 15 317 ,ooo,ooo I I I I I I I I I o I 

• 16 ... ........ 325,000,000 
• 17 ........... 275,000, 000 
• 18 ........... 22.4 ,ooo,ooo 
• 19 ........... 163,000,000 
• 21 . .......... 126,000,000 

157 

" -\ . • 

These balance• of course ue bo.Jsed on tbe aea•pt1on tbet ,... 
will &•t the taxes 1nd1cated in the scbedulo aent )'011 eveey dq end 
tbft t ,... will NICe1 ... 25 percent of tbo ellotMnt on "l'reas"'7 bonds 
end note:s in cash whl.cb will a110unt to U:lo,ooo,ooo. I bave, aa • 
uaual , given Dr. Burge5a tbese figures and ho feela tbet tldsis 
taking too aucb 11011"7 out of tbo as.rket and tbet we ought to do 
something to level off our balances wbicb oould not get down to nor­
llllll until the 21st when the laat of tbe 1111turing Treaauty bills will 
be paid ott. 

Severlll years sgo t~e bad to meet a situation of tbia ld.nd in 
order not to disturb tha JOODSY 1118.l'ket . The .. tbod adopted""• to 
redeu in &.dV1lllC<O ar;t Govart~Mnt oblig&Uone uturing on tax p&:/­

•nt dntea . Wa could do the saa thing in tbia coae by bu;y1.ng 111 
tbe ap.ciel Trel>a"'7 billa u t uring bethen tbo 16tb and 21st &t 
tboir ll<lrl<et price. Tbere would be - ll ttle aarlnga hero 111 
whatever discount ... .-ere eble to c:et in tbo ...-kot. 

I will not laiD• 1.111tU Saturd.a:y ..,rniqr bow web cash we will 
s et on the new aocur1t1es but our bohDUs ue aucb that we could 
atend on advance redupUon before S&turda;r of u •ucb n $50,000,000. 
I Nl-nd, tboretore, that •• c.utborioe tbo Federal. Reserve Bank 
ot New Iork to b~~T tor advance red111pt1on, not to exceed tso,ooo,ooo, 
toea &IIOUDt, of azq speoi.U. Treaeuty billa •turing on DecBIIbor 16tb, 

17tb, 18tb and 2lat. 

It' , after tolking to Dr. Burgo sa and Obair8an Ec.U.ea,you approve 
ot tbi e auggaation, I should be glad to prepare tbe necosaar:r telegrll8 
ot inatruotions to the Federal Ra&arvo Bonk in Mow York. 

v.;;:;ra·· 
Tho Honorable, D. w. Bell. 

Tho S.cretar:r of tbe Tre..aur:r. 
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ro Secretar.r Morsenthau 

The Federal Reaerve Bank ot New Xork purchased 
$43 ,000, 000 December tax dated billa t or the Treeeur.r to­
WIY ee tollow: 

Del1ver;y Dec. 10 • ;5,000,000 billa due D•c • 20 • 0.14~ 
• • • s , ooo,ooo • I • 17. 0.1~ 
• I I 7 , 500, 000 I • • 18 • o.1~ 
• I I 2 , 000, 000 • • • 18 . 0. 1~ 
• I I 4,500,000 • I • 18 • o. l~ 
• • I 11,000,000 I • • 18 • o. l~ 

Del1var.r Dec. 1;5 4,000, 000 • • • 18 • o.1~ 
• I I § 1 00() 1 ()(X) • • • 17 • 0.1~ 

TOTAL PIIRCKASED 4;5. 000. 000 

The Federal Reserve Syatem aold t oday t22, 500,000 -
2 l/~ Treaeu~ bonds ot 1g45 and t3,000,000 - 2 3/4~ Treasury 
bonds ot 1gS8 sg; a like par amount ot various Treasur.r notee 
wae purchased i n replacement. Detaill ot theee traneactione 
t ollow: 

SYstem Acoount 

Sold - Deli very Dec. 15 -

Pur chased in Raplaceaent: 
Delivery Dec. 15 -

2,500, 000 -

20,000,000 -

t 22, SOO, OOO 

2 1/~ Tr.Bda. ot 
1g45 e 101. 27 
2 112'/o Tr. Bde. ot 
lg45 • 101. 28 

10,000, 000 - 2 11~ !N June 1g3g 
• 102.8 

2 ,000,000 - l 3/8'/o TN June 1g41 
• lOO. lg 

s , ooo, OOO - l 114'/o TN Dec. 1g41 
• 100.1 

• 

1,000,000 - 1 3/4'/o TN war. 1g42 
• 101. 10 

2 000, 000 - 2'/o TN Sept , 1g42 e102.10 
2: 50Q.QQQ - 1 3/4 TN Dec. 1g42 e101. 2 

022,@,000 
So1d-Del,Deo. l;5 -
Purcbaee 1 1 1 -

;5 ooo ooo-2 ;5/4~ Tr. Bda . ~se/sg • 100.18 
:~:ooo:ooo-1 1141- Tr. Jlotaa Dec. lg;58 • 101 
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DOW-J~"ES TICIJB 

Dee ... ber 9 , 1937 

F'RM IN BUDGET ROOSEV ELT REPRESENTED AS ST II I 

BALANCING RESOLVE 
WASHN- PRES IDENT ROOS£V ELT 

1\?1-
WAS REPRESENTED 

TODAY BY THOSE CLOSE TO HIM AS STA NDING PAT 

ON HIS BUDGETARY ESTIMATES AND POL ICY AS 

LAID DOWN IN HIS STA TEMENTS AND SPEECHES 

ll-IIS AUTUMN 

NE ITHER THE PRE SID~NT NOR OFFI CIALS 

DI RECTLY RESPONS IBLE TO HIM FOR REVENUE 

AND BUDGETARY POLIC IES ARE THINKING AT THIS 

T IME E ITHER OF FURTHER GOLD OESTERILIZATION 

OR OF GREATER UNBALANCING OF THE BUDGET 

DESPITE PREDICTIONS YESTERDAY BY MARR INER S 

ECCLES RESERVE BOARD CHAIRMAN OF FURTHER 

DEFICITS BECAUSE OF BUSINESS RECESS I ON IT 

WAS STAT ED TODAY 

MR ECC LES OR ANYONE ELSE NOT DIRECTLY 

CONCERNED WITH BUDGET WORK SPE AK S ONL Y 

FOR HIMSELF AND NOT FOR TH E ADMINISTRATION 

WHEN •HE DISC USSES THE BUDGETARY OUTLOOK 

IT WAS EMPHASIZED 

. ' 

• 

• 
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IN THOSE CIRC~ES WHERE BUDGETARY PO~ I CV I S 

DETERM IN ED THERE IS NO THOUGHT AT TH I S TIME OF 

USING THE STERI~IZED GO~D IMMEDIATE~Y TO FINANCE 

I NC REASED EXPENDITURES OR OF ADOPTING A ~ONG 

RANGE PROGRAM OF USING GO~D AS A BUDGETARY 

CUSHION 
NEITHER IS THERE ANY BE~I EF IN THESE 

C IRC~ES THAT THE BUDGET EST IMATES PUB~ISHED 

BY THE P RESIDE NT OCT 19 NEED BE REVISED IN 

THE ~IGHT OF SUBSEQUENT DEVE~OPMENTS- REVENUES 

WERE ADJUSTED IN THAT BUDGET TO A LOWER 

BUSI NESS ~EVEL AND RELIEF EXPEND IT URES ARE 

RUNNING ABOUT AS ANTICIPATED IT WAS SA ID-

I N AD DITION THE DETERM INATION TO BALANCE THE 

1938-1939 BUDGET STI~~ IS BEING ADHERED 

TO 

, 

16C 

• 
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THE UNDE" BEC"ETAitY OP'THE T"EAaUAY 

WAeHINOTON 

Dace.ber 9, 1937 

fhe problea ot J'ederal-a\ah !heal relaUou, 1a wbiob the 

Prealdent baa n1danced ~ecial illhreet, IIPPMJ'I to be ree4T DOW tor 

an attaclt on a broad tront. J. plec•eal propoaal to cure the praaent 

onrlapplag in the caaa ot a alncle tax olll7 11 ullltel)' to uke auob 
.......... ""'!_!!tQIP --

pr ocreae and .., aar,r well binder a aore coaplete aolutlon ot the 

problaa. 

To toi'Wlah a broad procraa that will pin ceneral acceptance 

h a taalc that requlr .. a ~eclal coalulon ot the bigb .. t dlpH;r, 

with ad.equah Uae (at leut a tull ;rear) and adequate t\m4a tor hear-

1np, re .. arch 'b¥ a atatt ot !heal uperh, and p11bllcH;r. Pr .. uaabl;r 

neceaear;r to aTOid Clwllll elthar the atatea or tha J'edaral Ooaern.eat 

a preponderance ot repreaentatlon on the ooaalaaloa; tbia probl• could 

be aolaad readil)' 'b¥ appolntllll alapl;r dialntereated cltlsene, DOlle ot 

who• would repreeent dlrectl;r either tha etatee or the J'ederal Ooaern­

aent. J. aaall ooalealon could probabl;r worlc aoet ettlcleatl;r. 

fhe propoeed coalellon aicht be deelpated liT tha PreeldaDt alou; 

or 1t alcl>t be •thorhed 'b;r a eectlon ot the rnem>e bill now bellll 

dratted. I aboul.d Ub ;rov r-••"atlon on tha nbJect Wore I 

dleC'Clee tha queetlon with -bare ot the 'faTe and llealle nbco•ittee 

noa coaeldarlJll taz lepalatlon. 
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.t.a a rewl t of • dhculllOD 'betwan Secra\ar, llorpntbau, 

.t.uii\&Jit Secre\&17 ft)'lor, Ud Barrh tllil ~miDC, 1\ •• acreed 

\ha\ 0 

ln rtn of t.be fact \he t \he ledenl. Depoel\ luurauca Corpo,.._ 

Uon would lllce \o ahow a ouh poll \ion ln \hllr Dec•'blr, 193? 

a\lt•ent a.-where ln \he ne1p'borboo4 of $16,000,000, aDd, turt.blr 

ln •1n of t.be tact \he\ t.be prnnt oath podtlou of \he 

Federal Depoll t la.INruee Corpore \ion •OWitl to onl7 ,8,582,000, 

and, further 

ln rtn of tlle taot \he t t.be lade.-! Depoal\ lnauraa.ee Corpora­

Uoa. ua.deratood t.blt t.be $6,336,000 2 1/2'/. Tre&ll\ll'7 boa.da of 19t& 

that will 'bl alloUed on their exchuce aubacrlpUon ara to 'bl 

aol d aa aoon aa poad'ble upon allot. ... \ of \he 'boa.4a, 

The $6,336,000 2 1/zt#. !reara.17 'boa.da of 1946 ahould 'bl aold 

•• aooa. •• the 'boDda ba•• 'bean allotted. Seert\&1'7 llorpn\bau 

aut hori1ad thia aala tor account of the Federal Depoa1t lnll\lraa.ee 

Corpora Uoa.. 

Mr. Bell talaphoa.ed Mr. Rft1ll7 of the lldarel Depoa1t lnra.raa.ea 

~rauon aDd 1a.tor.ed h1a of \he propoaed Mll, \o which he 

agreed, 

16b 
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Del ••••• 1.., 

111 doar all' · Preolua\1 

1 l\a'N ... ... lib'. Magill .. ""''• 
a pl'OIJ!'e .. repo"' Oft \be tall .....U.o 
befOI'I \be WaJO an4 ..... hbOI '''" ' 
tor )' Oill' oont1don\1al lllfOJ"'I&\loa. ~· 
mt oran4ua h a\\&01»4 bere\o. 
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December 9. 1937 

Congressman Somers of Brooklyn caae i n to see 
I!IC · It was an emer gency call from Rester that SODer& 
ho.d to see me. When he got down, Somers wanted to Jmow 
whether we would accept a settlement from Associated 
oas and Electric that if they agreed to spend 50 million 
for improvement would we take that 1n place of the 
assessment that we have against them of 54 million dollars . 
I tol d him very quietly that that was the third time 
within ten days that the same proposition had been made 
t o me . Needless to say, he was very much impr essed. 

I sent for Best er to find out i f he knew what 
Congressman Somers of Brooklyn wanted. 

! 73 
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Dictated December 9 1 193? 
at 11: 30 a.m. 

Hopkins spent last evening with me and he tells 

me that he is working on a program whlch wlll be w1 thln 
the l billion 3. 

He ie trying to find a man whereby he could put 

on another 500,000 men and have a total of 2 ,000,000 men 

t hrough reducing the cost per man. He f eels t hat he has 

a good chance of doing t his. I told him if this could 
be done it would be marvelous and that the sooner it could 

be done, the better. He says that all t he plane that 
t hey are making now do not contemplate spending above the 

l billion 3, but that he reserves t he right to change hie 

mind if t he s ituation gets woree . He says that the lay­
o f f by t he f ac t ories is eomthing terr ible. 

He aaye he is starting between 20 and 50 what 
he calla "oheap• c.c.c. camps whlch wlll not cost the 
Government mor e t han, I think he said , $40. 00 per man 
per month. He said that if he had t he c.c.c. camps he 
could run them for 6Q% lese than Feschner does, but that 

he, Hopkins, could not suggest it because t hey would take 
hls head off on the Hlll. He said t hat what Fechner 
does is every time he opens a new camp he has seven exempt 

Jobs whlch he hands over to the Congressmen to fill and 
that that 's "here he gets hie big drag. He said that 
the Army have recommended t hat each camp have a First 
Lieutenant instead of a Caotain in charge a nd that this 
move alone would eave $150~000 a month. 

He frankl y adm1 tted that he was afraid to make 
any move against Fechner on account of Fechner's tremendous 

political drag, which leaves it up to me to do something 

because if t hese boys can be t aken care of as well and 
not be under the milita ry, it would b e a great advantage 

besides t he tremendous amount of money that we could save. 

He said it's t he President's dream t hat every 

boy who wants to go to oamp in America for six months 
should have t hat opportunity and I agree that it would 
be a great training for the youth of American if they 

could have such an opportun1 ty. 

But I can see that Hopkins is going to 11nch 
down• by demonstrating how he c an run 50 camps at much 
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leas money and get around Fechner in that way rather 
than coming out in the open. 

He told me that he expects to leave f or the 

l&ayo Brothers for examination for h1s ulcera of the 

~tomaoh and that he has had th1e now for 2! years and 
he ' s s i ck and tired of it and he was going there in a 

week and take the advice of the Kayo Brothers whatever 

it i s ; that during his absence the men will be worki ng 

on this program, and t hat Colonel Harringt on will keep 

me posted. 

He t old me t hat Tommy Corooran is out to get 

the Attorney General by fair or foul means, and that 

when Drew Pearson ha.s a good s torY about t he Attorney 
General you can put your money on it t hat he got it from 

Corcoran. He says Corcoran not only, to use Hopkins ' 

language, 1 has s mart lawyers spotted" all through t he 

Att orney General ' s office, but also good looking gtrls, 

all of whom report to him direct. He says what he does 

not know about the Attorney General's offi ce is not worth 

knowing. He says be knows every move he makes. 

On my ~art, I assured Hopkins that until he 

worked out his program that I would see that none of 

the extra money which Bell has tucked away in h1s v,est 

pocket or other places for emergency purposes would be 

given t o anybody and t hat I would see that every dollar 

would be kept in reserve for relief purposes. 
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1ot tor !"'tJbUoe.tlon 

EIIPLOTI.EIIr OX l!PA P!'OJI!X:TS, BY $UTI 
12488 UlfUED st.UES AIID T!lUUTOI US 

11Mb llbdi.Aj; Doodlber 4 ....S lo..-ber 27 • 19}7 

State 

GlW'!J TO'f AL 1.5}7.m/ 1 ~19 '11.0 ·~ 
CO!ITJ11r'TAL ffii!TED SU l'ES 1.534. r::r7:11B ·=--= 
.Uabelta 

22,610 22,9'75 + 5}5 

Ar1&0n6 
6,627 6,519 + 108 

ArkuiU 19.472 19. 418 + 54 

California 68,72~ 68,5)1 • 192 

Colorado 
17.3~ 17,0~7 • 297 

Conneoticut 15,0<1. 14,371 • 63} 

'Otl t.W&rO 
1,812 1, 796 • 16 

01atr1at ot Columbia 5. 691 5. 76. n 
Florida 2~.462 23,1'i: • 268 

Georda 22, 098 21 ,~ + 1'i: 

IdeM 5. 785 5.509 • 276 

Illt.Mh 107.~ 1o6,926 + 637 

tr.Uora 43,104 42,6116 + 418 

1-
17.477 16, 957 + 520 

lat'.lU 25.878 25,86. + 14 

r.ntuok;r }7,472 37.458 + 14 

Lo\lid&na 22. 765 22,~78 • 187 

llaioo ~.668 3. $~ • 185 

llt.rylond 9. * 8, 801 • 257 

lVaaehuto·tt• 62,955 62, 727 + 228 

W.oMn,an 43.255 42,1l:!J. • 431 

Utnneaota ~.o68 ~5.1•'l2 + 586 

Mhdnlpp1 18,1~ 18. 040 • .... 
)Muour1 48,717 48,453 + 26. 

Yonta.nA 12,5R6 12, 3}9 + 247 

Jl'ebr~.tb 
18. 892 18,855 • 31 

Po'ft4t 1,496 1, 4118 • 8 

w .. ~•Mr• 5, 221 5.~3 
+ 88 

... Jeraey 56.616 56. 6 301 

Jew lextoo 5.999 5.9~~ + 61 

lew To-rk Clty 1~5.6.4 135. 705 61 

-Tort (Exol . J . Y.C . ) 53. 051 53.002 • 49> 

lorth C•roUn& 20.578 20,045 • 533 

Jorth ~ot· 12.}~ 11 , 719 + 617 

Ohio 88, 847 87,827 • 1,020 

Okbh01• }9, '11.1 }8, 704 • 1,031 

Ortcon 11,252 10,868 • }84 

Pennayl .-an.te. 157, 825 157.971 146 

Rbodo to1t.NI 9,970 9. 796 • 1'11. 

South CarolinA 17, 818 17, 359 • 459 

Sc.uth O.kota 14. '11.4 14, 799 

Tonnouoo 20, 6.2 20,1.53 • 
Tn&.l 48.399 41. ,860 • 
Utah 6.487 6,/,oo + 

Ve.......t 2,566 2,467 • 

Vlrct.nb 17, 239 16.z;7 • 
WaeMDcten 26, 899 24 . 57 • 
Uo1t Vl ret n1• 28,251 27 , 9()12 • 
1llaocnaln 35,123 }4,826 • 
,.y.S.ru;: 1,983 1,935 • 

Alulat. 
11 n 

- I I 2,562 2 ,549 • 
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liE. ;,LLOT:.IEJIT OF DECEilBLR 15 ISSUES 
AIID BUY ING UP OF TREJ.SU:U: BILLS 

December lJ, 1937 
9 :15 a .m. 

r' re~ent: 

e . J . Jr : 

:\ilby: 

Sell : 

t!.J . Jr: 

!Ulby : 

lieU : 

l(Uby : 

H. 'J. Jr : 

Taylor : 

Taylor: 

Kilby : 

lolr . 'i'a,ylor 
Mr. Bell 
lfr. Gaston 
!Ar. Seltzer 
Mr . tCllby 
Mrs Klot z 
1.!r . Harris 

If you made it 6 per cent, bow much would it be? 

It woulo be a scant 250 . 

About 249 . 

What do you f ellows recommend? 7 percent allotment 
on the bonos i s 290; 6 per cen t is 

A little under 250 ; about 249 . 

In vie.v of the small amount of the issue, Mr . 
Secretary, and the large over-subscriptions, I 
recommend the 7 percent. 

Six sounds r a ther tiny. 

','/hat do you think, Wayne? 

I kind of like 250, someho•K. But t hen, s ay you -
see w~t doctoring you ca n do . Can you do that 
in allotoents in full up to o certain amount? 

This c ontempl a t es allotaents 1n full up to a 
t housand and thPre are only two mill ion seven 
of those . The padding i s almost entirely elim­
inated from that group now . 

How does it work out if you take up to f i ve? 

You Just let the bond down for the old practice; 
we used to get 80, 90 1 and 100 million in that 
gr oup, mostly padding . Now we 1 re down to 18 mill i on, 
because it ' s a bona f ide suoscription. I think i t 
would be a bad effect to let them have it, because 
next t ime that paddi ng would come right in that 
bracket again. 
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H. lt .Jr: 

,(ilby : 

ilo~ll : 

~ilby : 

H.M.Jr: 

Bell: 

,(ilby : 

Bell : 

B. II.Jr: 

Selt zer : 

H. L! . Jr: 

Bell : 

H.W.Jr: 

,(1lby : 

H.!i.Jr: 

&ell: 

1:1. N. Jr: 

• 
-2-

Oh, I think this is all right. 

In September 'Jb, on a 400 million bond otterinc, 
we took 470, which is 17 percent over. 

1bat ~as a large over-subscription too . 

Oh, that was a huge over-subscription, and the 
allot~ent was 7 percent. 

I don' t see how anybody is going to criticize. 

I don ' t think they will. 

You 've got a beautiful picture on your note . 

That's a perfect set-up; 8 percent gives us 219, 
just under the 10 percent . 

Oh, tha t' s all right . 

I don ' t think it ~akes much difference . 

That ' s 7 a nd 8. (Signs allot ment r el ease) 

I want tha t on the ticker not l ater than a quarter 
of ten, Herbert . 

The only thing unusual about th3 press release -
we haven't· put the percent in - is this "'!reliminary 
reportsof exchange s ubscriptions i n payment•of which 
Treasury no tes of February 1 were tendered, indicating 
tha t practical ly all of the maturing notes have been 
exchanged for the new issues, and that about 95 
percent of the exchanges are for the bonds.• 

... 11 of th em have been in? 

The exchange figure now is 260, and only 17 out. 

Only 17 now. 

95 percent bonds . 

I wish tha t somehow or other you fellows would get it 
over that a democratic country i s t he only country 
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Gaston: 

H. 'L Jr: 

Gaston: 

H. 'A .Jr: 

Kl ot z : 

H. li .Jr: 

Klo t z : 

H. LI .Jr: 

Gus t on: 

H. l. Jr: 

Bell : 

H. !I .Jr: 

• 180 
-3-

that does successful f inancing , some time when you 
talk to somebody . Just s top and think about it; 
there isn't ~ dictator country that has put on a 
successful financing . 

•hey oo capital levies. 

I mean some time. 

Yes, yes . 

I 1m very serious about that. 

I 1 ve heard you say that. 

What? 

I•ve heard you say that. 

I mean the only thing that the Fascist countries 
can do, the dictator countries, is to go out and 
put it on these - Ethiopia and China end places 
like tnat. 

Herbert Gaston isn't hea ring a word I'm saying. 

••ell, I got it, but I was just noticing we had an 
8 in there where it should be a 7. 

All right . It's true. tiome time get a story . 

Now, one other minute . I like very much •• •• 

You get started on tnis, Herbert, because what 
I've got to say bas got nothing to do with this. 

(Gaston leaves) 

I like very much buying those 43 million dollars 
worth of bills yesterday. 

rie might do some more Uonday, 

I t hought we might give them an order to go up to 
a hundred million. 
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Bell: 

B. 'l . Jr: 

Bell: 

H. J .Jr: 

Bell: 

Bell: 

8 . .\I . Jr: 

Bell: 

a . ·t. Jr: 

Bell : 

H. !oi . Jr: 

Bell : 

Kilby : 

Bell: 

' ! 8i 
-4-

(Harris comes in) 

Well , that ' s all r ight, because if I ' m short I can 
make a call tomorrow for payment Wednesday . See, 
my t r ouble i s if I don' t get the hundr ed mi llion 
in cash on the new issue, then my balance may drop 
down pretty low. 

/I ell , your balance today is 726. 

No, I ' m talking about the balances in the Federal 
Reserve banks . 

Oh well, what are they? 

lhey 
19;>; 
140 . 
!low, 
this 

are 240, and if you take 50 off, it makes them 
if you take off another 50 , it B~ts them down to 
Then you•ve got the rest of tnis 350 'to retire . 

if there isn' t a hundred milli on or cash from 
issue in there •••• 

But t hose notes were distributed over f our days . 
I mean all kinds of bills . I mean you want •• •• 
I don' t want to crowd you. If you think that you ' d 
r ather wait unt il Monday •••• 

No , not Monday . I was aoping we ' d wait until 
tomorrow noon. 

I mean to buy any more. 

~<ell , I think we can stand 50 more . I think we're 
bound to get somewhere above 75 million in cash 
on t his new issue. We got :<4 percent in June . 

~upposing I tell t hem today 25 . 

Tha t' s all right. 

Huh? 

I think that ' s all right . 

You ought to get 90 out or 480 . 

.Vell, l• m figuring on about 25 percent cash - 120 
million. 
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l! . :.I.Jr: 

Bell: 

r! .Jl . Jr : 

Bell: 

l:lorris: 

Bell: 

H. J. Jr : 

Belt: 

d. '-L Jr : 

Seltzer : 

H • .I . Jr : 

Bell: 

•· 

-5-

I cion 1 t want to crowd you. 

Let' s t ake a chance on another 25 million. 

Vlhat? We ' ll tell thero another 25 million, huh? 

All right. 

What? 

I'm willing. 

" ill you fix ll.P the teleg.riUII? -- -Ten million of this is for delivery ~onday, you know. 

Yes, I know it is . 

(On phone) Dr. Burgess- see if he ' s in. 

I' m not worried Rbout r.londay, Tuesday, and llednesday . 

l.lo you (Seltzer) know what we 're doing on this bill 
market business? 

No, I don•t . 

Vle l l , Barris, afterward- that ' s what I • anted you 
here for; I want you to find out, so that that 
Division - will you explain to Dr . Seltzer what 
we're doing? lie 1 r e buying up the bills in advance; 
we bought 43 million in order to a ra" down our 
a eposits with the Federal Reserve £nd ease t his 
market temporari l y. But you fellows ought t o 
know what we 're doing . 

Just a minute . I ' m trying to get Burgess . 

Now, on J esse Jones, Urs . Klotz , if you would • • •• 

(On phone) Hello . Well , who ' s on the decks? 

lolatteson. 

(On phone) Yes . olell , let me t alk to him. 
Please. 
Let ' s see, 11 - I could s ee Jones at 11:)0. Could 
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Bell : 

H. L! . Jr : 

Bell : 

Tllylor : 

llell : 

H . .. . Jr : 

Bell: 

H • .t. Jr : 

you be here a t 11: 30? 

Today? 

-6-

Yes . Clear up this ma t ter of Jones • •••• 

I guess so. 

• 18! 

That 1 s - I t hink -Ne want t o g et that out of the 
way t oday, and f i ni shed . 

Is t his phone f ree? 

llo . J{ieley 1 s is . 

"ell , go ahead; I 111 arrange it some Nay . 

(On phone) Bello . (Conversation with Uat t eson 
follows : ) 
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H .II.Jr: 

oper4t.or : 

!i .II.Jr: 

O: 

I! .U.Jr: 

H. II.Jr: 

H.U.Jr: 

0: 

H.U.Jr: 

Uacl taon: 

H.li.Jr: 

U: 

H.IA.Jr: 

If: 

H.U.Jr : 

1! : 

H.U .Jr: 

II: 

H.li.Jr: 

U: 

H.II.Jr: 

• 184 
Deoember 10, 1G:S7. 
111315 a .•. 

Hello. 

Dr. Bur &••• won' t. be in at all toda¥. I can get 
h1a at home. 

~ell who ' • on the deckl. 

I think Mr. Mad11on is there. 

Yea. Well let. me talk t.o h1a. 

Right.. 

Pl'eaee . 

Hello. 

11r. Mad11on. 

Hello. 

Go ahead. 

Ooodmrl\1na Ill'. Secretary? 

Hello, Madtaon? 

Yee , 1ir. 

We ' r e talking here, ur. Taylor, Bell and I, about. 
whether we want t.o give you an order to buy aoma 
aore ot the•• December 15th billa. 

!low, do JOU t.h1nk it. would ba ueetul to haYe an 
order when JOU 1 Ye executed the titt.J million. 

I think 10. I think i t ' a a nice thing to do. 

You do? 

Yea. 
well, how about. if we giYe JOU an order tor another 
\want.J t1•• a1llion? 

Yea, t.hat will be tine. 
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lo!: 

H.U.Jr: 

!.1: 

H .u .Jr: 

14: 

H.!A.Jr: 

U: 

H.l.! .Jr: 

li: 

H. !.l.Jr: 

U: 

H. l!.Jr: 

1.1 : 

H.U.Jr: 

.U: 

H.l!.Jr: 

1!: 
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'!'hat will be tine. 

Well, we - 70U1 Ye got an order now to do another 
twent7 !iYe million. 

All 1n Deoembera ot course , anticipating the 
matur1t7. 

'!'hat' a right. 

All right. 

And they 1 ll get 70u out a wire confirming th1a . 

All rigllt, sir. 

It's helpful, isn't it? 

Oh Yerr helpful indeed. 

All right. 

There'• been a l ittle unnatural Jam here. 

Wnat? 

A little unnatural Jam on account ot the Treaeurr 
money coming 1n a little ahead. 

That' a right. 

Yea. 

Thank you. 

Yea. 
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Bell: 

R. II . Jr: 

Bell : 

'loy lor: 

H.!l. Jr : 

Bell: 

H.M. Jr : 

&ell: 

R. JI . Jr : 

Bell: 

Taylor: 

- 7-

We got those Pt a pretty good price yesterday . 

Saved $916 . 22 . 

Tha t ' s all r ight; that ' s my s al ary f or a couple months . 

On 43 million dollars . 

We better ge t Jesse on tha t before Dan br eaks his 
date . I haven't got a date with Jesse. 

Well , Mrs . Klotz will do it when she goes out. 
See whether "r . Jones can come over here a t 11:30, 
and i£ he can Ur. Bell will be in the room here • 
.. e ' re going to do Social Security. Let him know. 

But I want a meeti ng fifteen minutes before that with you fellows . 

;ve were just going over tlla t t iling now witll Clarence \Jpper . 

••ell I want a meeting a t 11: 15 wi th you fellows . 
Mr . Taylor wants to pr epare my mind, but not to 
make up my mind . 

I see the dist inction. 

I won't give Taylor credit for that . 

l •mJerstand that Jesse wanted to see you this time 
before you m~de up your mind . 

I guaranteed ll1m that th8t woulo be the case. 
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TREASURY DEPARTMENT 192 
INTUI OP'triC'& COMMUNICATION 

ouo December 10 , 1937 

TO 

·-
Secretary7/lntbau 

llr. Haas 
' 

Attached is copy or the telegram requesting weekly data 
on store sales which was dispatched on December 8, 1937, in 
accordance with your request at a conference in your offi ce on 
the same date. Draft or the telegram was checked by telephone 
'/11th Ur. Ruml, as you suggested. In this conversation, llr . Rwnl 
i ndicated ~bat after a few weeks he t hought it would be possible 
to ask the same stores to include etoclta in their reports, if 
you eo desired. 

or the list of stores suggested by Kr. Ruml, there are two, 
Sears Roebuck and Ooapany and J . 0. Penney Ooapany, which are 
among the list or companies alreadr reporting t o us certain 
sales data. No further request was ' aent to these st or es at 
this time. They handle a somewhat different type of business 
from the ot her s t ores listed. It was thought aleo that when 
suffi cient inforsation had been secured from the other st or es 
to be or interest, it might be transmitted to these two ae 
well, and tha t thei r own reports might then be brought into 
line with the others. 

The three Washington stores included 1n llr. Ruml'e list 
were covered by l etter only. 

Attachment 
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TELEGRAM 
OFFICIAL BUSINESS-GOVEftNMI.NT RATES 
(Lie\ o! eddze•••• att~ 

JIP\ J.etter 

TREASURY DEPARTMDn' 1 93 

~- i, If ~1 
AS .aB J.ID U JClLLOlfDO ~ II Dl IJ!IIIrt JU8ID81 SI!UA!IOJ 1 .AM .AIIIJ~ 
'flll COQPIId10J a. &fOiii II T.d%008 PAJIH a. fBI OOUiW II IID'ft.TII~ ..a.t 
Jl<mll OJ Gi088 IALU. .&1 PAl! rB !1111 PlC!UD 1 IIIIULD OIIIA!Lt .aPPDCUD 
l!ICIImO PI CIUDS OJ !(!!t tJ 1'0Jollm a. toa Cl8)11 IAUI Jim IACII IlK li5JDIIO 
fl!i 1110 .aiiD :lOW fWfi ..,. .dD DJIIliii8D JOB. WifJI OCIIPtJm.'l DAt.t. 
JOlt W11 ft> .... a. P.Un008 T.Ua, AID WiiiifLT fiiD&AJ'fA fO JIIA.CB D :&ACK 
SUCCDDIIO ~ .t!Dif101 GWU'CII C. lUI. 1 lllliJLD .&r.'DCUD .AlAO UC31TIIO 
AS 80011 U l'OSSIBU CCRRII!POIJ)UO DilLY D4t. 11101 JULY rlli'ft J i f * fBDI!f 
J'lQ. iBIS lJJ'OliiiA!IO• 18 J'Oll Kf VD AID 1 CAl .&ISUJII YOU lf WILt. D IILl) 
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TREASURY DEPA~ 194 WADtiNCI'TOH 

TELEGRAM 
Ol'f'ICIAL BUSIN-..ooY'IItNMENT RATD ... __ _ 

- 2 -

.A!SOLU'l'ILT CX.illlWfUl. . If WDoL lll tJSID !0 ODIIPIU .APGI"M" JIA!A 01 lAta 
!JIIO)I JOB. !D OOUi£i1 AI A liBlU. .&rr .,......,. tau IIU 'liD !0 MAD 01 JIA!A 
OB. !I'UIIDS Jlllll filii !0 filii WDoL :U IIILPJUL. U D!UD I 111WoL D GLAD !0 
SDD TOU !D j£I(JIIMA0 ~ IAOII 1111: U fDf 10ULD :U or 1ifAiif !0 YOU. 
OOJIJ'Illll DIG I.llf9R J'CILLOD. 

AIQII Jill): GCI!a.,.l 

ilor~.JL 
Ill •&•JT '" !II m • .,.., 
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llr. ~lcolm l.!cllaghten, Prea, 
J roa4n,y Dept. Store , . Inc. 
Loa M&elea , Calir. 

!.lr. P. G. Winnett , Pres. 
llullock ' a , llox 800 Sta. c. 
Loa Angel ea , Calif. 

rr . !rom IJa¥, v. P, 
~e !!a¥ Co. 
Loa All(;elea , Co.l.U. 

llr. J. v. Sebaei der , Pres. 
J . ;::, Robin son Co. 
7t h St. & Grand .be. 
Loo Aneelea , Calif. 

llr. ! . C. Lipman , Wa.nagtng Dir. 
~~ H. C. <:apwell Co. 
OII.Y.land, Calif. 

l.!r . E. C. Lipman , I!Aina&lng Di .r . 
':'he .!)Jpo r i um 
Snn FrMciaeo, Calif. 

Ur . Uanhal !!ale, P1•es. 
l!e.la llroe. Stores , Inc. 
San FrUichco , Calif. 

Ur. o. G. D&vis , Prea. 
:ila!>bo.el :leill & Co. (rn1 te Houee) 
Sen l'r J'lc1aco , Calif. 

!!r . C. A. Shinn 
n@llv. r Dry Goods Co. 
:)envt:-r . Colo. 

L'r a. ll. P. Auerbe.ch , Pres . 
G. iOx A Co. , In c . 
R&l't :!'ord , Conn. 

Lb·. George Z. llhitten, Gen. llc:r• , 
llurd1ne 1 a 
1:1am1, l'la. 

l!r . l'rank B. lleely , 
Rich' a. Inc. 
Atlanta , ae.. 

llr. Jacob .kpoT1ch 
!he lloaton Store 
rucaco, Ill. 

llr. 1), L. Pi.rie 
Caraon , Pirie , Scott A Co. 
Chica&O . Ill . 

J.lr. D. J'. Kelly 
'l'he l'air 
State , .ld&ma & Dearborn Sta . 
Chi CA«< , .Ill, 

lir. Frederi ck D. Corle,y, Prea. 
llarah&ll J'ield & Co. 
121 H. State St . 
rucaco , Ill. 

1!r. Leon Wandel , Gen . !la;r. 
llendel llroa. 
Chicaco, Ill. 

llr. l'ro.nk ll. l'olsom, v. P. 
Mont&omery 1/ar •t & Co. , Inc . 
bl9 IT. Chi cat:O Avenue 
Chicac<> , Ill. 

Ur . Elmer F. vieboldt 
Wieboldt Stores , Inc. 
lOb S. .Uhland llhd. 
Chica&O . Ill. 

l.!r. l'rederic H. .l,yree, Pres. 
L . s . .l,yrea & Co., Inc. 
Indianapolis , Ind. 

llr. Helll7 l'rankel , Pres. 
Younker llro a. 
De a llo1nu , Iowa. 

l.!r . H. J, Schwartz, Pres. 
Mabon lllanehe Co. 
New Orl eane , La. 

195 

l.!r • .Ubert o. Hutzler, Gen. IA«r· 
But•ler llro a. Co . 
li&Hilllore , lld. 

llr. ~. P. Abbott, Prea. 
Stewart & Co. 
llaltt.ore , J.:d. 

\ 
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IIJ', LOuie B. nz.ahiA 
h · J'1lee 1a 8oDJt Oo . 
:BOaton, llaa•· 
).!r, ftli..J: Yorenllerc, l'No. 
fh• ~1lchrht eo. 
l!Oaton, ~~aao. 

Ill' • .Adolph Crllch 
c. r. llo.,.T oo. 
Bolton, llaea. 

~r. ~. w. Vitton 
Jorci.M llarah Co. 
Doeton. Jlaea. 

Jb', liDbert w. Mt..,_..cl, Prao. 
The ll. 11. Stearne Oo . 
l!Oaton, Vaaa. 

).!r. :a. ' . :Raphael 
a. 11. rute co. 
l!Oaton, ttua. 

l&r. J.-• B. Jonee, Prea, 
Crowle7, Vilnor & 00. 
Detroit, Vich. 

IIJ', Y. w. Sincere 
'lrelc & Sader 
DatroH, Vich. 

llr. oaoar Webber, 
The J. L. i!IU!Jon Co . , 
Detroit, Vich. 

ltr. ~. If. ~Oil 
The llo;:rton eo. 
lo!inneapolla, ViM. 

llr. Balph 'l'al h 
L. s. DOnaldaon 00. 
lli""eapolia, lll1lm. 

IIJ', ~. '1. Willi-, J>Ne, 
Powero VarC&IltUo oo. 
lli,._polie, Viml. 

).!r. lla t thew J. '1la:ld fiT 
Ool 4c lnl• 
St. Paul, V1nn. 

- 2 -

Mr. MDr\on J, ..,, J>Na. 
:r-u-~arr Co. 
It • Lout a, MD. 

Mr. •· If, 1111Tt1o14, Preo. 
Scrucce-YA48noort-JIIIneT, tao. 
st. Loulo, MD . 

Mr. 1111. J, Wallo, Pr ... 
L. JD'berpr Ia oo. 
J'ewrk. lr. J. 

Mr. 11. c. liWlk. Praa. 
llahn• " Oo. 
1fawvlc, lf, J. 

IIJ', 'falter 1r • .lt)thachilcl, Praa. 
~ Ia Straua, Inc. 
llroo~. I. T. 

Vr. x..no v. ~ibb, Praa. 
'lraderiolc Lo .. er Ia oo. , Ino. 
Brook17ft, Jr, Y. 

Va,lor BanJaain 11. ...,, Proo. 
!be..,_ Store 
llroo~, If, y, 

Mr. w. J, ~k. Pr••· 
J, • · J.«u " eo. 
lla:tfalo, If, y, 

Vr. J , ldwu'd Dartdaon, Pre a, 
w •• llencar•r eo. 
llutfalo, If, Y. 

liJ', John s. l!llrb, Praa. 

:a. J.lt- " eo. 
1faw York. 1f, Y. 

Mr. lfichaol SCbup 

:lloo~•'• 
•• York, lf, T. 

IIJ', l'b.ilip Lo:aoutUlier, Pree. 
... , .. oo. 
11n York, •· Y. 

Mr ••••• ··~ 
JIOIIW1\ taller. xno. 
... York, 1f, Y. 
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1tr. Speaoer Gree8oa, tr .... , 
Brooke lll'oe., 
111141 eoa •••· & ~ lt. , 
!lew York, 1. T. 

1tr. a.!.l Ooha, Preo. 
01 '' swr .. eo. 
1)2 • • 31 ... 
I n York, 1. T. 

llr. Slaaol nota 
14t h st. 
!low York, I. T. 

ltr. Boraal'll J'. Qlllbol, ...... 
C)i•bol lll'oe, 
In York, 1. t. 

llr. 11. Lon•, Pree. 
Boara Dop\, Storoe, IllO. 
14th st. & 5\h ........ 
l ow York, J, T. 

llr, Wal tor Bo•111&0 Proa. 
Lord a !rq l or 
liow York, I, T, 

llr. Porq- s. str ... , Proo. 
R. B. 11Ac7 & Oo. , I 11.0. 

I n York, 1. T. 

llr, lo11 Potroo, Proo. 
J-• llc0roor7 & Oo. 
11ow York, J, T. 

Nr. Ro'ort D. x-, 
Oppellho1a & Colli•• 
l ow York, 1. T. 

llr. la\haa 0~ 
Ohrbaall'• 
l ow York, 1. t, 

llr. A4u L. Giabol 
s.II:G-5\h An. 
I n Torte, J, Y. 

llr. J'ro4or1o .A.. G1Jiibel 
s.lco-5\11 ••• 
.... Yo:rtt, 1 . t, 

_,_ 

:fraatl1a 11•• a Oo. 
5\11 ••• • ,. ... 
... York, 1. T. 

lfr. •· 0. Jllol'da 
ftora.....,. 
Ill •• 112 "· 
... Torte, I. T. 

~ . 
• 

lfr. Cllu. P. llbiplq, Proe. 

·-~r·• low York, 1. T. 

llr. J, 1. ll'lw,r, T. P, 
11Uq, L1D4.aq & Ovr Oo, 
~oMator, 1. T. 

llr. J. DlllbJ' 
!'he II. QIJoil Oo. 
All:roa, o. 

llr. Joha 0. Popa, Proo • 
• • • •• Pocu- Oo. 
01DoillDD\1 0 0. 

llr. L . G. Opp.abola 
!'he hllo:r Oo. 
cnwo111114, o. 
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llr. s-ol a:. U..Uo, Proo. & 0... ~~cr. 
!be BAllo llroo. Oo. 
1221 . ol14 ....... 
cn ... olu4, Ohio. 

llr. I . L, :o.ab7 
• liar eo. 
CXloT0111114, O, 

llr. o. 1. 1\roJI&, Goa. 1111'• 
tho ... !'llrlor SoD & Oo, 
cn ... o1..a, o. 

11r.11.oa:t.uaru 
!be J'. & L Lula'u Oo. 
Col,...., o. 

Mr. •· a. llb. Pree. 
!be 11Wor Oo. 
Jlor"oa, 01110. 
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Olda, lortaan a. niiC 
Portland , Ore , 

-·-
ldr. Chaa. J.. Hola .. , llaneg1J1C D1r. 
Pomeroy ' • 
Karriabur gh, Pa, 

1.1 r. J.rtbu.r C. rau fun 
Gabel :Broa. 
Philadelphia, Pa . 

llr, I. !. Groaaoup, Exec. V. P . 
Lit :Broa. 
Philadelphia, P& •• 

llr. Geo. H. Jobnaon, Prea . 
Lit :Broa. 
Philadelphia , Pa. 

llr. llorton Snellenberg 
Snellenberg 'a 
Phll0ldal ph1.a , Pa. 

ltr, Herbert J. Tily 
Strawbridge & Clothier 
~hiladalphia, Pa. 

llr . :B. Neiman 
Frank & Seder, Inc. 
Pittaburgh, Pa. 

llr. J acques :Blua 
G 1m bel :Broa. 
Pittaburgh, Pa. 

llr , J.. H. Burchfield , P ru. 
Joaeph Home Co. 
Pi t toburgh, Pa. 

l.!r. Edgar J . Xau1'man:n 
Kaufmann Dept. Storea, Inc. 
Pittsburgh, Pa . 
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llr. len I. Oroap, Gen. 11er. 
!be., ... ~ eo. 
PtttabiJ.r&h, Pa, 

llr, Joaaph 8a~DUela 
!he ~ tloolt Co. 
Prort~ca , L I. 

llr. lobert J. Shepard, Pr ... 
!he Shepard Co. 
Prortder~ca, ll. I . 

Wr. W. s. lboada , Pres. 
lliller 6 lboada 
Richmond, Va. 

llr. Hen:ey Owen 
!he Bon llarche 
Seattle, laab. 

lir. lb. H. St. Clair, Praa. 
l'raa.erick 6 !leleon 
Pine St., 5tb-6tb J.Tea. 
Seattle, laab, 

Ur. Stanley Stone, Prea . 
The :Boaton Store 
111lwaukee , lhc. 

llr. Chaa. A. Zadok 
G1abal Broa. 
llilwauku, 1J1ac. 

lir. li&Jt l:. Jrieclmann 
Ed, Schuater & Co., Inc. 
llilwaukee , lfiac . 

llr. J.llen ll:. lleier 
Ueier & i'raDlt Co. 
Portlend, Ore . 
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IIIM Oil .lBD UII ----------

CoD!erence held 1n S.cretazT'• Office at 9130 .L lol, 

Decaber 10, 1937. 

Pr eaent1 Seereta17 Morgen~ 
D. lf, Bell 
•· K. ~1110lcb 
I, J'. Bartelt · 
llaurice Collitie 
G. J' • .Allen 

llr • .lltaeyer, llr. lfagenet, and llr, !aDDing of Social 

Security :Board. 

!he Secre~ atated that •• a re~t of certain intoraatlon 

that had come to h1a tro• T&rioue eourcu concerning the pro~J>Bcta 

ot d1tt1cul ty in the atatu get tine etarted promptly to pq 

unemployaent benefita after Jezm.arr let, he had directed certaiD 

of hie atatt to undertelce, IUbJect t o the appronl ot the Social 

Security l!oe.rd, to render the :Board II'IICh a~elatance e.a alght be 

f ound pouible loold.Dg to the placing ot all etata otfic .. , where 

benefita begin in Jartu.ar7, in a poe1t1on to llllke prompt J)&11lenh 

of all acceptable claiaa. 

llr, .lltaeyer etated that the :Board ftl gratetul tor and 

would be glad to accept the type of aubtance that had been 

dhcuaaed with !rea1Ur7 etatt and telt that it would be ot nry 

great uae. 

llr, llcae711olda etated that u a reault of conference• with 

Social Secvi t.7 a taft, particularly between llr. l!e.rteH ot !re&~UrT 

and llr. :B•nn'nc ot the Social Security :Board, the aoat practicable 

aethod ot rendering anhtanee would be t or Mr. !artalt t o call 1n 

troa the field o!tieu ten or aore ot hie principal aceountanta tor 

a tn ~ 1netruct1on 1n lfaehlngton co,.rinc the ecope o! the Job 

to be accoapliehed. It waa acned that thb would be a 4u1:rable 

procedure. 
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the freaall.%7 accountal1ta who are to wori< on thia proJect should 'be 

det&iled to 110rlc direetq under the eupervie1on of llr. :Benning, 

l!ho 1e the Social Securi tT Board '• Chief .&ccountal1t. !hh 

~estion waa &&reed to. 

!he Secretary atated that in accordance with hia UDifon. 

policy in matters of thh ld.nd, there 'II'011ld be no public1t7 what­

ever given to the fact that the Treawur,r waa participating in thie 

work, and that he felt it particularly important that no i111preaeion 

be chen out that the Treawur,r Depart .. nt -· undertaldll& t o tU. 

over the Job of the Social Securi t7 Board. llr. .U tlle7er ezpreaaed 

cratitication with the '.rreas11r7 a t titude. 

llr • .Utme7er ezpwJied .:t e~the fMt that under 

the l aw an anra&e 11'8.1 ti~ period of three weeke attar JII.IIU81'7 let 

1a provided before co~~peneation begina, and an addi t1ona.l week 

for which cocpeneation will be applicable au.at then elapae befon 

final proof ot claim can be euboaitted - so that there will be an 

elapsed time of a m.iniiiiUIII of four weelce, plua the time re<tuired to 

pau on the cl&ia and prepare the checks before P&7"ellta can be«in. 

!he Secretary aeked llr • .Ubeyer to prepare for hia and place ill 

hia hMda before one o 'olock toda7 a time achedule iDdlcaUng the 

noceaeaey lapse of time in the Tarioua ata.cea froo the data when 

the law becooeo operat1Te t o the date when checks will be expected 

t o be delivered to cl&iiiWlte. lolr • .Utme7er promhed t o furnish 

euch a achedule. 

'l!he Secretary stated that attar the Treaaur)' accountants 

haTe completed thei r training period in Washington, he wanted thea 

brQUCht to his office f or a pereonal conference with him before 

the7 go to the field, and he IQ.IZ8&ted to llr • .Utoqer that 1t 'IIOUld 

be desir o.ble tor him (.U tme7er) nleo t o confer w1 th them to llake 

sure that th17 understood the ecope of the Job they were undertelcing 

and the rel&tionahip and attitude of the !reaiU%'7 aDd the Social 

Security Board w1 th respect to it. 

~0 
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INDilsrliY JNVltf:s'NEW OE~l 
TO JOIN IT IN WAR ON SLUMP,; 
HOPKINS ADDS 350,000 TO WPAI 

H y-r _ .,. • .-.... · !.~ ..;~. 0.; J..Z. ~ •• 
WORK WED GROWS X t, Hnp•Jo• .... '"'otbla6 ti "!tt': a-. .. XI•";, lOr wbat •• 4• 

11 Q a.bciut lbe anlklpat.id 1~"'11'~ ftMd • & '"tol~er'• a t lM W.,-o 
lltl .... Of lCO.~Iq \1;;-zll•,- Cllate. He ...W., tha t b.e bad Dot 
bogen'e propoMI to I;DC!r.... t ... been fMIInc ••II tor IOMt Umt ancl 
rtUe"f~k •PPI'Oprlatlol!l. Nettbe ::--' (olfl~ ttltn" tor a hullb 
would' h ... ..-at:fl) u y prtdt~ cb.ek-up an(l h'Mlmtnt, U re· 
to the ad.quao)', and tor tlOw 1on.r qu.lnd. 

• 
WPA Refuses to Say if 

a pedod, W the , I,IOO,OOQ,OCIO &NJ'Oo': -
priated. tor t.be y.ar bqtD,.Q.Inc llatpl QWHU.. AN JlaiiH 
JUly 1. . , n.. ........ "" ......... 

1D a.nDOUnehsr hS. plt.n to ,at u ,. WA.SBINC'I()H, 0... 1.-Tblt JOY.. 

the New Increase Will 
• 

Solve the Problem 
d.ltioa.al empMya on WPA pro~ eramat ......... u IK,..._ Ia 
Kr. Bopldu -.Lei tb&.t be 4.kl oot WP-A ~ '*I to cope wt.Ua 
1111M11A to be W!Ld.nlood. U t laUQ i.....U.C UMMQ tat. lba CUll-

HOPKINS CITES HIS BUDGET ..... """ _,., or,....., - ool•• ~~~~ -~'"' ..,. ~ 
ta. relief' proble-m tor \he eomtnr Tbla unouoo.cneut li'IOHUtd.,... 

,.rt , u.latloD u to wJMU..r .,. ... hSeot 

b & k S500 .il.v. ()()() • .,_.. t. fa It no lmpUc:atloft ot n.oo.....tt•a anaoune.d roa1 ot a 
Ellen ogen ". • ,uuu, ~ ...... ot people who ahouJd ba&uc.cl budpt ID tba DU:l flaeal 

More for Relief- Workers t .. em)lloJed," h a uld, "Wa a re r::r ~~-be rac-:~~vn':' ln. vit'lf. or 

I ,.alq to •CII'N.M our numbe-r• .b)' Word t.bat PNtldaot Rooeanlt 
to Totaf 2,000,000 aoo,ooo, 1 do not aay that tb.lt rnJ.m- •Ulllntu.ded. to b&tanca tha bu.qat 

bft' lnd~ all who will nMCI ,.... eam.e, hOW'tYtr. from Repru.aota.o 
Uaf emplop8ent, nor tbat tt will tlv• .J~. cbalrman of a O.a»-

I Pt'dtJ ._ '1"P )fl Y l'MC 'h»u , --• It Ia ...... on. a ....UI'Uc Ylaw I cr.UC BouM Jl'OUP Wbleb Proot.t.d 
.. - to t.be CbJ.t EueuU•• e.p.1.a.tt. a 

WA.SIIIXGTON, 0.0. 1-tkny_M. ot~ tbe akUft.c • ltuaUoa. aDd the propo.Md I'TS.OOO.OOO cut lD aut 
Hopk.lu, Worlb ~ A4JD1Dllo. tad. tb&t wa caA ,tort t iDpiO)'maol ,...ra ouUa,.. for U.. O.W.. eo. 
tn.tor, uaouac.d to4q tha.t ao,ooo &o lbat eum.bu ot a44.1Uoaal worJt.. IIU'\'adoa C«pe. • 

... Wu.boot ~Jcaa u.. ltaalt.l of Sual.or La ronaua ..W lo4Q' 
..... ,ilimal WOI'Ji:.,. wooN reeet'n: that !te wu ltucl)'l .. ..u.t -
--.. tiM tl,ICII),GOO.OOO ,_.tet a.pproJd• · to detu'IDJM what hll'tbar ~ 
ampiOyftlat Oft WPA ~}eet.l to Uoa. 'fa WPA .... Delta .. •tcbt k ,_.,... 
taka ea.ra of p,.....ot ....,,...,.lopl•l' "Tb'- '- what wa e&D do within abt.. Ba ..W tb&t tba ~.CIQO.aaaa 

b -d lb -o tb -•-••& budftl " ' i:D.a-eua aD.DOODoa4 ~ A.4aaiJI.. 
rt.Ue.t aetda; throua ,..... • _.. • • ............. - t.trator Hopldu would eot c,_u, 

t..ry. Tbe alloealloa.• to be made lUM Gradual ~ ~r •uUielat qtndlna- power lO ba•• 
w1thtn tha nut taw '*"kt, will h On tht baalt of tour "nona to a any a~lable ett.et OD bl.tttoaea. 
by St•taa a®ordlnr (o o0nc11Uoo• , family, the tmploymtnt ot 3$0,000 

ac1dJUcma1 WPA worken , rnaJcJnr a 
an4 u .. tlnr n.t4•. totaJ ot nMrly 2,000,000, will In· 

Bmployme.nt OG WPA I"'OJeocU treue by l,tOO.OOO the numbtr ot 
t"otaW 1,515,000 OA 0.0. l. Mr. tfop- penotu tnvolvH In lha operation 
1i:lD.~aald, an toe,_.. ot tT,TN tro: of the WPA ~.1 w'bkb wiU 
the fla'un o1 u.. ~~Drf •e;. · lb.a 1"6&t.b • .,..,, ww or mor. 
'I'M total wu 1 ....... Oct. Uaa.D T.IOI).OCIO. 

Tbe ~ Ia WPA. dlploY• Slace arl7 Oc!tober a ,nd'ual lao 

meet. • a ....,. ""' Mr. --.....J c...._ to WPA ~ bad Mu ap­

rerlac-ta ~part U.. ..-1 rtM taot· paraut, :w:r. Hoplltu .U, culmlnat· 
d.aat ,to lba a pproacb ol Wiater, aM tof Ia tbe ...,., • .w. durlnr tha 

Ia put tta. HO..eoa Ia -.......... ...u: batwMa NCJV. n ~d DH. 4. 
an4 lnd:\UtTY ._... Me -.u,\\ Ot tb• 11 7tt addf\JoMI WO&'lca.rw r• 
oft' ncri!lt• to a:. 1'tlttr roDI u4 « !TinE' ,:.11. , -•loYMtnt durlnc 
l1 NCOpb:tod ~ ~;';"'* te 'M r~- that ftalt, a.a» wert PM~ to work 
ODtd wtlb dui1q ft.e 6 ... ID .. on WPA pt'OJte:UI in TtUI·, 2,4.(! ln 

..a..tM. t f/1 tha Star. ot Wublatton. 1,037 lA 
.,_.,.,....., 11:1 ... ......, 0~ """ t,OZ In OI>Jo . 

.._,anJ& tft(tootuoM a .. ..._:.. Ia N.,.. Torli:, uoi1NIIft of Naw 

~ ..... pooftof II' 5 -·· Todt a~. WP.t. .. ....,... •• lo• 
ooo.- lor ...t~orUr nk or "'• ernoo4..,. oe~y • ""''" ,......, 
- tbal .-.;. ..... U..l ... .... - - .000. .. """ Ia 

----- - N.,. Tor> CIIJ' lllo tocal _. ... 
to ... lor .. - . ... - -.., 11_ ....,,. _...,.. ...,_. ~ .. - --.11. - Regraded Unclassified
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_. .... ,.., ...... ::::r:··· 0.. ·-~ ............. 
-~ .... -.. _ ......... - . Jlo-... ...... --..--. --·---a--... -...... --:-: ... - ----1 11r. au..r w • r a · .......... ____ _ -- .............. 
................ .. twMI 
te &.pt119.,r ........... .. ..._, ...... ,.. ........ .,,. ... 
.. .,..... .. be· 1 a~~out 
tall 9lol&tiDa ., ... ,...., .. ... ............... __ .. 
work ....... ... kl tklll te ................ _,.._ .......... ,.. ......... 
do ..wo, .._, lt. Our - lo ............ ,... ....... 
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Present: 

December 10, 1937 

10:20 am 

Mr. Sumner Welles 
Dr. Herbert Fe1a 
Ur. Wayne C. Taylor 

Hl!.Jr: lolay- hee-ko? 

~r. Welles: May- hee-ko. Did you get a copy 
(1 don't believe you did) or t he telegram Yr. Daniela 
sent me . I spoke to you about it on the ' phone. 

HH.Jr: No. Did you get a copy, Wayne? 

Ur. Taylor: No. 

HU ,Jr: Speaking tor t he Trea sury, we did not 
ge t s copy. 

~r. Welles: I eXPress deep regret. 

HU,Jr: I accept. 

Mr. Welles: Yr. Suarez is arriving, I t hink, 
on Sunday and, as you arranged , will come to see you 
Uonday at eleven. 

209 

The purpose or hie d1acuaeion with you was not 
forecast 1n the telegram. The purpose or h1e discus­
sion with us was forecast . He is trying to explain 
t o t he S~Jcretary or Sta te why, notwi t hstanding pledgee 
given by the Mexican Government, Mexico has twice upped 
her tar1tte and he is also to diseuse with me some pro­
ppsed solution or the very serious problem which has 
been cre ated tor us or continued expropriatl.on by the 
Government or Uex1co or agricultural and other proper­
ties belonging t o United States c1t1r;ens without com­
pensation therefor and he 1e also ready to diacuee what 
can be done with finding some solution or the American 
oil interests 1n Uexico • .. 
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HY,J r: He will be here a couple of weeks? 

Dr. Feie: He should stay several weeks. 

• 

Wr. Welles: Now, I can only assume that what 
he wants to get lrom you is the same type of commit­
ment that the Treasury will continue deallng with MeXico 
on the purchase of silver along the same lines that it 
has been dealing up to now. He will also probably 
want to take np the other matter which he has diooueeed 
with you in times past. 

HU Jr: The other matter is a simple one, and 
t hat is t~t t hey have same arrangement, and that i e 
to d~poait gold or silver with t he Federal Reserve Bank 
of New York and be permitted to borrow foreign exchange 
against it. Now, that has been extended to them be­
tore and t hat i s t he thi ng that Mr. Daniels wrote me 
about that they want and I think it would be extremely 
difficult tor us to refuse t hem. If t hey simply ear 
it we comply with exactly the same rules t hat you laid 
down before (which they wil l) we would l i ke t~ do busi­
ness . 

Mr. Welles: Surely . 

HU.Jr: Now, I think unless there is some good 
reason t hat I don't know abou~ that if he cooes i n and 
says, All right, we would like to play t he game we did 
bet ore,we give it t o them, and it they want t o borrow 
l~ke they did before, $4,000,000 or $5,000,000 for a 
very short period and t hey set up a credit tor us on 
t heir books and against that we have gold and silver 
and they paid it promptly . 

Wr. Welles: I quite agree with you, but are they 
in a position to do that? 

HL!,Jr: Yes , they are . 

Dr. Feie: I understood t hey wi ll come back to 
t he original proposal which you t urned down, 'llhich 1B 
that you make t hese advances · · 

HM ,Jr: They have the metal here. 

Dr. Feia: They have the metal, but thei r reserve 
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situation is already so weak that to make t he pledge, 
which means compelling them to take it out of t heir 
reserve as published, would intensify the difficulty, 
which I think is not the simple difficulty of the 
Nexican Government . That seems to me so many- sided 
that it seems a firs t - rate mess, but I think it's the 
obvious diffioulty facing Suarez which -- if I may 
take a moment for background, the growing lack of con­
fidence in t he peso creat ed by , chiefly, the lax spend­
ing policy of the Mexican authorit1es , also the way 
they are affecting private interests and the steady 
wi thd.rawal of liquid capital from Mexico, that has 
affected adversely the position of your ordinary banks. 
At t.he same time your Bank of Nexico has been spending 
on a large scale. The Government has been borrowing 
from t he Bank of Uexico. The reserve position is now 
down to around 42. 65. The Kexican Government has also 
gone in f or these large- scale Government al plane , in 
the Laguna district on cotton and other districts on 
sugar . It has crops coming along tor which it needs 
financing. The ordinary banks in their reduced sit­
uation are having trouble promising t o finance . They 
say -- as far as we can read; our picture ie imper­
fect -- Can we fall back on the Bank of llexico for 
rediscount? The Bank of Mexico i s saying , We can 
give you i nsuffici ent assurances r egarding rediscount 
because our reserve position is already eo impaired. 
Now , as 9bainet that baq~round , it becomes significant 
to Suarez that he has not any engagement with the Amer­
ican Trea sury to pledge metal t hat might be part of t he 
Bank of Mexico reserve. 

lni ,Jr: Llr. Fe is, I can assure you that unleu 
he does, we don ' t do busi ness. 

Dr. Feis: I certainly would not contradi ct you. 

KM Jr: I assure you, unless he puts up the hard 
metal on Aepoeit with us as a pledge, we are not going 
to do business, but , on the other hand, I don ' t want to 
be in the posi tion that if be says, All right, we will 
do it -- I will say yea. 

wr. Welles: Let me interject. As tar as I
1

am 
concerned , 1 hope the Treasury will be able to go a ong 
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on the whole proposition. I think it has been very 
advant ageous on the standpoint ot poli cy and I think 
it can be continued. It i s not that question I want 
to raise, but it and when the appropriate opportunity 
presents itself, i t be made clear to him by t he Treas­
ury Department, as haa bee n recently stated, 'fine . 
But the so-called Good Beighbor policy ia a two-way 
policy and we are very happy to do whatever we ca.n 
to be of service, but at the same time we expect them 
to give reasonably f ai r treatment to our citizens . 

P.li , Jr: That ' s right . But the posi tion I take 
is I have no trouble with the State Department, but 
when we do business with t he Treasuries -~a r easonable 
request trom one Treasury to anot~~even though 
they are having their troubles, I think we should comply. 

Ur. \Te lles: I thor oughly agree. 

Hll ,Jr: Now, when it is a hand-out, no r eason why 
we shoul d not rub it in and rub it hard. I will go 
t he limit on t hat . I simply say, While the President 
decides what he ' s going to do about the domestic price , 
I can' t talk to you about any other pri ce , and I can 
very easily keep him on the strip up to the time the 
President says something about t he domestic price. 

Ur. Welles: I think if you can do that for a 
week, we can get the assurances we need. 

Hll,Jr: I can do it for more than that, because 
the President has said at a press conference that he 
would not announce any t hing on s i lver until December 
23rd or 24t h , eo I can say to him, Unle ss the President 
makes hie a nnouncement, I can' t say anything to you or 
Canada or anybody else. 

Ur. Welles: I think that will help a great deal. 

HU,Jr: But the other thing is a matter of cour ­
tesy between Treaeuries . I t should be more or lese 
automatic if they have the metal and want to put i t on 
deposit . I want to fi nd out how much metal they have . 
I don ' t know. {Secretary rang for l!r . Dietrich to 
oome i n. ) 

" T 1 Even ftfter t he President has made .. r. ay or: ~ 
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his announcement on t he domestic stuff, if it's useful 
to do so we can etill ki d a bit longer than that . 

HW,Jr: The next time they come in is the 15th. 

(Ur. Dietrich came in.) 

KU ,Jr: (To Mr. Dietrich) I want to know how 
much silver and gold Mexico has on depoeit with the 
Federal Reserve or anyone else in the United States 
the llexican Government or the Bank of llexico - - and if 
and when the next request comes in from Mexico to sell 
us silver , see me. The.y do it on the 15th of each 
month. 

llr. Dietrich: No. We make them bids every day. 
We rene~ their agreement monthly and we have to have 
their request befor e t he 15th of t he month. 

HU ,Jr: Well , before t hat happens , see me; but 
in t he meantime , get the figures as fast as you can. 
Do it f ast, please . 

I will 
31st. 

That ag reement is up on the 15th. 

Mr. Welles: He will be in to see you on t he 12th. 

HW,Jr: On t hat thing I can say, I am very sorry; 
have to put ott t he renewal of that until the 

See? That's easy. 

llr. Welles: That's all t hat I wanted, and it will 

be very helpful. 

HM,Jr: When he comes, do you want to sit in , Feie7 

Dr. Fe ie: What do you think? 

Mr. Welles: I t hink it would be a good t hing. 

Dr. Feis: Perfectly agreeable. 

mt,Jr: I would be lost without you! Elev;n 
o' clock Uonday . That ' s all the ott1oial you have 

Mr. Welles: Yes . 

oOo- oOo 
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Deo .. ber 10, 1G3?. 
11:22 a.a. 

Hello . Hello. 

Y ... 

senator Green? 

Oh, Yea. 

Uorgenthau. 

Oh, ur. Secretary, how are you, sir. 

I ' m tine. I wondered it I could eave you coming 
down here , and poaaibly having you tell me over 
the phone, or whether you 'd rather come down. 

I think I'd rather come down. 

You would. 

You atraid ot taking more ot ~ time and more ot 
youre too. 

No I want to try to save you, that' s all. 

Wel l, perhaps I could tell you over t he telephone. 

Yeo. 

I'll- I'll aend you a letter confirming it. 

Yes. 

There ' s a tellow t know 1n Rhode Island, very 
prominent t here, a John J. Cooney. 

Yes. 

The Ass i stant Attorney General. 

Yea. 

Ot Rhode I eland. And he'• been a very staunch 
Democrat, work& hard tor party alwa,ya . He -
that'• one r eaaon be deeervea our consideration. 
The other reaaon 1e t hat he holda pereonal qual1-
t ioat1one. He 'a a graduate trom Br own Un1vera1ty 
and t he Harvard Un1verl1 t.,y Law School, and he'haa 
had a good record at the Bar, and ror aome yeara 
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has been - tor tour and a halt yeara haa b~an 
Aasiatan~ A~tornay General. 

Yes. 

And I should like very muon to have him serioual)' 
considered. 

Yea. 

For a posi~ion 1n your Oepar~ment. 

I see. 

And - especially ~he Board ot Tax Appeale. -Uh- huh. 

I ~ink the~ he ie - would make a good man. 

I see. 

New England - As I urrderetand 1t., New England 
i s no~ represented on ~he Board, arid I think 
t hat's an additional reason . 

Uh-huh. Well i~ - I -

It you'd like I ' m sure he would be glad ~o come 
to Washington. 

Well it you don'~ mind Just sending me a let.~er Jue~ 
confirming this, and t hen 1t end when ~e President. 
gets around ~o 1t, wh)' I'm -

Yes. 

Got all the recommendations together. 

All r1gn~. 

And - t hank you very much tor bringing 1~ -

I'll send the whole ~n1ng ~o you. 

All right. 

aut. t.he reaeon I wan~ed t.o see you, I want to be 
eure 1t. wasn't. Just tiled away -
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H.ll.Jr: 

G: 

H.)(.Jr: 

G: 

•o lt. won't. be. 

Al.l rlgh t. • ••11 t..banlu , llr. Seoret.ar)' • 

'l'hanlt ;rou. 

Goodbye. .. . 
' . 
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Dated DEcember 10, 1937 

Rec 1d 3 :35 p . m. 

1719 , SECTION OllE, Dtctmbt r 10, 4 p . m. 

PR> li COCliRAR • 

Practicnll;r no tro.ding in Pa ris today a nd little ac­

tivity in exchange market i s uptctEd bt1'orc bEginning ot 

nEW yE r r . \'lith the dolln r WE ttktr, one Pari s American 

bank r eports h a ving received h alt doztn stpo.ratc inquiriEs 

today a s to date on v1h1ch PrEsidtr£ ' s authority to lowEr 

dollar t o 50 CEnts expires , 1t a pparEntly bEing thouaht 

by :101111: th:\t this powEr Ends this month. French TrEasury 

l oan s aid t o bt going well and mnrkEt obsrrvErs ~xpEct 
total EVEntunl l:;- to reach 3i or 4 bUlion 1'roncs. Po.ym~:nt 

or subscriptions is bci ng naked 1'or Decembtr 20th so such 

1'unds may possibl y be c ollEcted in sut1'icicnt tii!IE and 

nmount to El iminat e nECEssity ot trta sury borrowing 1'rom 

Bo.nk ot Fr:1ncc to finish repaying Britilf1 banking credit. 

BU LLI 'I"l' 
lfl"..! :RR 
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I - 1Aformed b:r Pennaohio of the Bank of Italy tllat 
been 

1t had orig1uall:r/planned tb&t rlrat Under Governor of 

the Bank of rranoe, lleboi•nger, who 11'&1 recentl:r 1A 

Berlin, ebould also visit the Bank of Ital:r. Pennaohio 

•:re, ho•ever, that it • n• euggeated b:r Italian authori­

tiea that auoh a visit to Rome be deferred lest thio 

give rise t o improper speculation 1A vi 811' of press 

reports reoentl:r t hat Ital:r 1raa attempting to float a 

loan abroad, part1cul&rl:r in lngland. Previous to •:r 

trip to AmA?1oa, I • • • told b:r r ourn1er, Governor of the 

Bank of r ranee, that he upected to uke uee of 

lloboieanger to make call• on certain European central 

banko ae hie repreeentative. Pennachio alec eaid tll.~t 

a v1o1t to t he Bank of Ital:r 11'&8 aleo being contemplated 

b:r TanagiUua of the Bank of Japan but that t hil 11:.:6-

•iae aight be postponed for fear too auch eignifioanoe 

a1ght be attached to it. 

BULL Iff 
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EDA 

Secretary of State 

Washinston 

ORAY 

PARIS 

Dated December lOt 1937 

RECEiVEd 5:21p. m. 

1719, DEcembEr 101 4 p.m. (SECTION THREE ) . 

CorrEspondEnt of AG£tiCE ECONOIIIC at Bucharest 

telegraphs tmt during his contemplated visit to Paris 

in January TatarEsco will ExrutlinE with thE FrEnch au­

titoritiEs (l) possibility of thE cxtcnsion of economic 

relations bEtWEEn Franc e and Rumania (2) functi oning of 

Existing arrangEments , especially as concerns Rumanian 

national d£fEn3E , and (3) utilization of French capital 

in the dcvclopmmt of commercial exchanges ani creation 

of new industriEs in Rumania (armaments, automobiles, 

motors, ct cEtera) . Either direct or indirect financing 

of thEsE pro jects will be t~E main question i nvolved 

L•n;FOaMATION states that 2,ooo,ooo,ooo lEi to thE credit 

of Rumania arc blocltEd in t hE existi.ng Pranco-Rumanian 

clearing arrangement and that the latter is to be madE 

more "sup,lc" . Furtherctor£, that the Ru:nanian a vi at ion 

industry is to bE dEVElOpEd througn thE modification of 

the arrangc~Ents siencd on FEbruary 7, 1936, between 

Franc e 

222 
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EDA - 2 - #1719, DEcDnbtr 10, 4 p .m. from Paris Section 2 

FrllllCE lllld Rwnania. JOURNEE UIOOSTRIAL carriES s1Jn1lar 

rEports nnd adc s that a WEll known FrEnch automobilE firm 

has just complEtEd thE construction of factoriEs for thE 

manufacturE or tanks for thE Rumanian army. ProcEEding 

tonight to BasEl WhErE B I S dirEctors mEEt this WEEkEnd o 

EllD OF UESSAGE . 

BULL ITT 

PRA :S, S 

: 
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EDA 

Secretary of Stntc 

Wnsh ingtan 

765, December 10, 9 p . m. 

GRAY 

LONDO II 

Dated DECEmbEr 10, 1937 

RECEiVEd 5:45p.m. 

FOR TREAS-J'RY ?ROM ::U'M'ER .. IORTI! • 

224 

With respect to Noo 750, Dtctmbtr 3 , 7 p .m., re­

garding thE changing attitudE of Britis~ politicians to thE 

trade position part icularly as to the effect of the 

AmErican r ECESSion, thErE is citEd bElOW an EXCErpt 

from a statEmEnt by Winston Churchill which appeared 

today under the heading EUROPE ' S PLEA TO ROOSEVELT : 

" But t herE i .s onE way above all others in which 

thE UnitEd StatEs can aid the European democracies. Let 

her regain and maintain her normal prosperity. A pros-. 
ptrous United Statts exerts, directly and indi:cctly, 

an i mmEnsE benefi cEnt forcE upon world affairs. A 

United States thrown into financial and Economic collapse 

spreads evil rar and wide, and weakens FrancE and England 

just at the timE whEn they havE most nttd to bE strong. 

ThE quarrel in which Prts~cnt Roosevelt has becomE in­

volved with weal th and business may producE results pro­

foundly harmfUl to ~tala which to him and his people 
arc 
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EDA - 2 - #765 , Dtocnbrr 101 9 p . m. from Londc::n 

art dt~r. It is surely far bEttrr to allow thE productivE 

f orcE of capital and crrdit to crratr wral th and abundancr , 

and thEn by corrrctivt taxation on profits mEEt thr nEtda 

of thE wrak and poor. Instrad, thE Washington adminis­

t r ation has wagEd so ruthlEss a war on privatr rntrrpriaE 

that thE United Statts, with nonE of thE pErils and bUl\o 

dms of EuropE upon it, i s actually a t thE prEsEnt mommt 

lrading thE world back into thr trough of dEprEssion. 

*<>* In quirt timEs thrr r is much to bE said for s omt of 

thESE iSSUES bEinG patiEntly fought Out. But EVEn thE 

most Enthusiastic l'rw DEalEr might ask hims Elf whEthEr, 

with EuropE and indttd thE wholE world 1n its prtsrnt 

condition, this is a good timE for thE Unit~d Statts to 

indulgE in th18 dEvastating intErnEcinE war. ThosE who 

art kttping thE flag of p EacE and frEE govErnmEnt flying 

in thE old world ha vr almost a right to ask that thEir 

comradEs in thE nrw world s h oul d , during thESE yEars of 

Exceptional and not d iminis.'lling dangEr, sEt an EXamplE of 

strrngth and stabili ty. ThE wtll bEing of thE UnitEd 

Statts may spEll not only thE wtll ~ring but thE safEty 

ot all sorts and conditions of mEn" • 

In rtcrnt d ays rumors haVE incrtaatd rrgard~ng 

possiblE furthEr dEvaluation of thE Italian lira. I had 

a briEf 
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EDA - 3 - #765, DEclmbEr 10, 9 p .m. from London 

e. briEf o:>•>ort\lnity to. mmtion this to We.lEy w~o has juat 

rEt\ll'nEd from RomE {l!o. 687, novEmbEr 2 , 7 p . m. ) and hE 

said that his obsErvations thErE lEnt no confirmation to 

this rEport . 

JOHNSON 

EllJ :SUS 
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1r!de¥• Dececbor 10, 1937. 

1fnahincton 

Pross 6er'f1ee 
! a. 11-92 
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i eerot ary of the 'rrer.oury llorgenthau todey tiDDOUDCed the eubocr1pt1on 

figures and tho bneoe of allotcent for t ho caah offering of 2-1/2 oercont 

treasury Bonds of 1945 end of l-3/ 4 percent fre~aury ! otoo of Sarles c-1942. 

Reports r eceived froc the J sdoral Reeorve b~nka show t hat cash aub­

acr!ptione for the otfertnc of 'rrol\oury banda ~ggrocato $4,084,000,000. Sub­

scriptions in noounta up t o end including $1,000 "ere allotted In full and 

thooe in ncounta over $1 ,000 were allotted 7 perel!nt, but no t leu than $1,000 

on ony one aubscript ion. 

Yor t he .offoring of freasury no tea ccah oubecript ione ~ecate 

$2,702,000,000. Subecriptiona in lll:lounts up to Md including $1,000 were 

allo tted in full and t hoso in Dl:launta over $1,000 were allo tted 8 percent, lolt 

not l eas t han $1,000 on any one aubaeription. 

Prelicinary report& of exchange aubacriptiona, in pe~ent at which frea sur,r 

Hotoo of Series A-1938, ~turing J obruAr.r 1, 1938, were tondor ed, indicate that 

practically all o! tbe oat uring notee heve bo~ exchrnged for the new ioauoo, 

nnd tbrt nbout 95 percent of the exehangao ore for the bonds. 

J'urthar detail& as to aubecr1ot1ono Md allotnente will be announced 
- . 

when flllal r epo.r ta are reco1ved from the J edcrol Rooerva b' nka . 

-oOo-
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11:20 a.m. 
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H.U.Jr : Hello. 
Senator 
Wm. H. King: Hello, Kr. Secret ary. 

H.!.l.Jr: How are you? 

K: How are you tll1e morning? 

H. U.Jr: Fine. 

K: It waen't import ant enough tor you to call me, my 
dear tr1end, I was down t llere, and I .~alled in to 
see you. 

H.U.Jr: Oll! 

K: About two mat ters. 

~.U.Jr: Please. 

K: ~ay I apeak or them over the phone? 

H.U.Jr: It you please. 

K: I beg your pardon. 

H.JA.Jr: 

K: 

!! .U.Jr: 

K: 

H .!LJr: 

K: 

H.!A.Jr : 

Yea. would you? Wo uld you like -

Yea. 

It's all right, ae tar as I'm concerned. 

Yea. On, i t's all rigAt with me. Wny, ur. -
Congressman Robinson, ot my stat~ who ie a very 
tine man , a good lawyer, and eo on. He's - he i e a 
candidate, it there's any chonce tor him, tor a 
poai tion on the tax 'fields. 

On, yea. 

He - he doesn't like working in Congress, he'• a 
lawyer and a student , and he doesn ' t li.ke tAle 
huntl.ng tor Jobs , and so on, and ot course he ' ll be 
re- elected, it he ' s a candidate, you know, it 
witnout any opposi tion. 

Yea. 
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H.U.Jr: 

H.I!.Jr: 

H.!.I .Jr: 

H.M.Jr: 

H.I.! .Jr: 

H.U .Jr: 

H.I4.Jr: 

H. LI.Jr: 

H.M.Jr: 
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But he'• very anxioue to 
he'd be very glad to get 
Tax .A,ppeale. 

get out ot Congreee and to -
a poeition on the Board ot 

I eee. 

However he can't attord, don't you eee, to beooae 
a candidate and than not get it bt>cauee tbat - that 
would 1.amed1ate!y- 1t it'• known he'e a candidate­
eome .. piring pt>reon would get 1n the tield, don't 
you eee? 

I underetand. 

So I wanted to call your attention to 1t, and - it 
it met your approval and the President's -

Well. 

Very glad to have h111 appointed . we - the delegation 
hae written to the President, and I'll send you a 
copy ot the letter. 

All right. 

And it you could sort ot -

Well, I haven't talked- I don't hnow what the 
President has in mind. 

No . 

No . We'll tind out. 

Yes, I' d be very glad it you could. 

Thank you senetor. 

Then there's yet one other matter. I suppose we'll 
hear someth ing about the eilver matter in a few 
days . 

Well the President ea1d, at biB Preea conterenoe -

Beg y our pardon. 

The Preeident, at hie Pre•• conference, eaid he'd 
have something to eoy on December 2~rd or 24th. 

I eee. 
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H. !.!.Jr: 

l' .I!.Jr: 
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H.U.Jr: 

230 
- :5 -

Well-

Well un!ortunatel.r I 111 be down 1n Peurto Rico 
They've got a bell of a mee• down there and the 
committee's got t o go down and I'm on the committee, 

I see. 

So I oan•t know until I get back. 

Well, that's what be eaid. 

Yes . 

on these t hings. 

All rtght. 

Tb.anlt you. 

Well, gooa luck to you. 

TllS.nk you. 

LOolt here, young man. 

H.!J.Jr: Yes. 

H.LI.Jr: 

H.lt.Jr: 

H .U.Jr: 

H.U.Jr: 

You stay there and don't you go to France. 

France? 

Wnat? 

What should I go to France tor? 

Wh1 some, I saw 1n the newspaper yes~erd&Y, that 
you were - that Kennedy was going to talte your .,lace 
and you were going to be Ambassador to France. 

No. No. Kennedy's golng, I'm staying. 

W~ll, we're eat1st1ed to llS.ve ~ou where you are. 

No, they can't- any time that the President 11n't 
aat1af1ed I go back to my term. They can't g1ve •• 
any other Job. 

Well, 1UJ i say, without any flattery? 

H.U.Jr: Yes. 
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H .1.\.Jr: 

H.M.Jr: 

- . -
Becauae I •a a soo4 deal of a reaUat.. 
and we want. JOil t.o •t.a.J. 

Th&Dk JOil. Well, t.here •e been no lll66eat.1on, but. 
Kr. ltenned,J 11 leaY1ft6 t.own and I '• &ta11n8· 

That •s good. All r16ht.. 

Tllenlt you. 

Goodbye. 
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H.!.I.Jr: 

operator: 

i! .U. Jr: 

!Jad18on: 

H.Lt.Jr: 

1.1: 

H.JJ.Jr: 

ll: 

H. ll.Jr: 

IJ : 

H.U.Jr: 

U: 

H . L!.Jr: 

!l: 

H !.I .Jr: 

l!: 

H .u.Jr: 

H: 

H .,14. Jr: 

Hello. 

Hr. !.lad1 eon. Go allead. 

Hello, 14adieon? 

Yea, Ur . Secretary. 

I& th18 loladUon? 

Yea, e1r. 

December ll, lG:S7. 232 
11: 47 • •• . 

Well , we 're eend1ng you a telegram now giv1ng you 
an order to buy another t1tty 1111llion dollar• worth 
or our December 15th billa. 

Yee. 

See. It there'& any kick1ng around now you can pi ck 
them up. 

I'll eee it there's anythi ng I can get toda3 although 
I doubt it . 

Well I just - we just got our figures, we 've got 
enough cash. 

Yes. 

Another !itty mi llion. 

yes. That - that'll be between the maturit ies between 
the 16th and the 20th inclusive. 

That'll right. 

All rlgllt, e1r. 

That's r 1ght . 

All right, air. 

Fine. 
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!U DJ TJ.. ON CYCLICAL EXPANSI ONS AIIO 
CJ~TR~CTIONS OF BUSINESS ACTIVITY 

December 11, 1937 
10: 10 a . :D . 

?res nt: 

rl . ~ . Jr: 

:.11 tchell : 

ourns : 

Jitchell: 

.ourns : 

burns : 

H • .J . Jr l 

burns : 

H. ' ,Jr: 

:.lit.chell : 

L!r . Haas 
Miss Michener 
Ur , Wesley c. Mitchell 
Dr. Ar t hur , . • Burns 

Now, sir, we're at your ser vice. 

•'ell, what we have done, llr. Secretary, is to go 
over the r~ ther considerable number of statistical 
series th~ t we hove been studying for the last six 
or eight years, 111th a n eye to finding out what 
cyclical beha vior is cntracteristic of tnem; that 
is, ho" they r espono to business cycles . We ' ve got 
about - not ~uite 500 kmerictn statis~ical series, 
in monthly or se~i-annual f orm, just taking the 
monthly and <,at rterty one11.J - monthly fnd ~;uarterly 
form . And among tne measu~es that we make are 
measures t hat show the timing with r espect to the 
~eneral r evivals anu g1meral r ecessions in trade . 

J.o'rom that r a ther l ong list, we first selec t ed a 
list of about- 170, w~s it, Arthur? - . . .•• 

nround that . 

.••• that had fE.irly r ee;ular 

I ciidn' t get your full n~;ae . 

~>rtnur r • Burns • 

B-u-r-n- s? 

Yes, sir . 

r.ll right . uoc tor or IAr .? 

Mr . 

J>ither one . 

Or Professor, if you like . ae• s a Rutgers man. 
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H. J .Jr: 

.titcnell : 

:.!itchell : 

H. ,J.Jr r 

Mitchell: 

234 
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All right • 

Also associ ated wi th me ot the Nati onal Bureau. 

l'le selected about 170 serles that had fairly 
consistent timing , so thot one can rely on them 
to u certain exten t to i ndicate when these general 
changes are t aking place . 

And then from that ~e made a second selection of 
about 72 s eries, which had sti ll better - wer e the 
most consi stent records of the lot . And finally 
we have made t sel ection of about 25 seri es tha t 
ae tbi~ are tne cream of tne whole group. ' 

I see . 

And ne shon you here our sel ecti on of 72 £nd then 
in grea ter detail, with annotati ons , our final brief 
list . 

Our gener al view i s t hat if one wants to be in o 
position to determine with a fa ir degree of prompt ­
ness the time when o gener al upturn i n the business 
cycle occurs, it i s f ar s~ rer t o use a considerable 
number of series that r epresented a wi de varie ty 
of economic activities; they come from di fferent 
fields . Yuch ~ser to use a consi derable number 
of series r epr esent ing o variety of economi c ac t i v­
ities tmm it i s to r ely on ao;y single index . Of 
course, some of the best of our indexes are in t his 
list, even in the brief list, but we tnink you have 
a better cnance of avoiding mistakes, wnich a re eosy 
enough to make under the best of circumstances, i f 
you take this genera l survey of the situati on. And 
tha t is why we have thought we could be of greater 
service to you by presenting appa ratus that is r ather 
l aborious to use ; it cert ainly i sn' t fool-proof . 

No . 

It has always to be used wi th Judgment. But, as I 
have sai d, i t is in our opinion less likely to 
betray an intel ligent user into forming erroneous 
Judgments than any other thing tha t we know of. 

So what we ' d like to a o i s to turn over to you ha lf 
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Burns: 
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r.!itchell : 
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H. J . Jr : 
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H. 4. Jr: 

Mitchell : 

H .~ . Jr : 
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a dozen copies of this letter. ~hat i s our 
explanati on. And those l arge t ables show our 
l i st of 72 series . You come a t the end to this . 

(Group studi es memortindum and charts) 

Is this t &ble continued or -on, res , that 's 
continued . 

irha t are there , fo ur sheet s of thr. t , Arthur? 

Yes , four double sheets . 

Now, in asking about this - a re these monthlr 
figures? 

Those are monthly or - very few of them are 
quarterly . 

There a re only two series that a re quarterly for 
a bri~f early int erval . They are s t a ted . 

l his f irst series is the 70-odd . 

Yes, that ' s the 72 . That ' s our 

And then you•ve combed tqose . 

~ e ' ve combed those . 

Grand . 

This is itself c 
fina l selection . 
of their leads . 

selection and t hen ~e•ve got o 
Those are arranged in the order 

You mean of their - of tnoir effecti veness? 

no of the earliness of da t e with which they make , 
their own cyclical turns. 

You mean ~53 would turn - is more sensi t ive t hon 
tt54? 

It would turn, if anything, a trifle earlier . 

I see . 
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'.!itchcll: 
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It certainly Rould turn a gr~at deal later than ~1 . 

Hhat I ' m doing is this . I ' m just skimming this 
thing, you see . 

Yes . 

I mean Mr . Haas might get down and argue why you 
select tne 23 out of 76 . I'm not going to. 

Yes . 

See? In fact , I ' m not eoing to argue at all. I 
t~tha-t ' s •••. . . 
l hose are just expla nations of tha t long t able . 

Uh-huh. 

No~1 - "Tot&l l1Lb1l1ties of bus iness failure . 
Average l end 9 months •11 What does that mean, 
11 aver Pge lead 9 months"? 

That is, when you compure tho d &t e on which this 
series made its dormturn - this i s an inverted 
ser ies, you s ee, moves against the business l i ne -
l'fith whEt we cell our r ef er ence dates tha t 11e take 
to indicate th~ time when the turns of genenl 
business cycles occur, you will f ind tha t on the 
average this series ltd ty 9 mont hs - it came 9 
months e"rlier than those turns in tha business 
cycle . 

Ag&in may I ask, if business fails - you me6D thet 
the upturn cLme 9 months sooner? 

No, the downturn . You s ee, if business f ails i t 
woulc be the downturn . 

This would come •••• 

••. 9 months befor e , on the a verage . 

On t he average . 
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Yes . 

And if the busi ness failures became less, t hen 
th1. t would ••• 

Tho t ~ s a good sign. 

l 'hiJ t would come 9 months e~; r lier . 

'•hat would come 9 months eLrlier . Tna t is, when yqu 
get t he cyclicLl turn in business f a ilures . 

lio~> , in ell these series , the big trouble is tlu t 
you find l1 ttle wiggles in them; we call them e rr1. tic 
c:ovements . 

"ut this ~rticulrr tning - I me~n if tnis thing , 
ln loo~ing it over - LS long as you have business 
l~ilures, tne upturn in thr t comes 9 months sooner 
than wha t ? 

The downturn comes 9 months e> rlier t han the turn 
in the business cycle . - thiJn the revival in t he 
business cycl e . 

Tnis i s very good . 

Tnis is, I take it, the stuff t hat you' re using -
2J- hO•I merry? 

24? uha t did we sey? 

21 . Let me make - I cen c ount tne~ . 

Just ~1 . Is thht r ight ? 

No, it ' s 20 . 

How many? 

neal l y 20 series . 

•·ell, l e t me 
of these are 
thb t weekly? 
basis? 

just - I ' m jus t going ove r how many 
weekly . N011 , business fa ilures - i s 
nre th~oe figures BV~> ilL ble on e •~reekly 
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I don't know, but I don't believe so . Can't 
be sure . 

I don' t know . I • m . ... 

238 

St ocks , passengar car production. Inner tube 
production - we could get that on a weekly basis ; 
we could get tha t , George . I ' m thinki.ng in t Erms 
Paper producti on; we get the~ weekly . Railroed 
opera ting income, no . Tot al r esidential - t en-day 
period, isn' t it? 

? irst 15 days in e ach month and tK!ce in the second 
half of tne mont h . Thr ee times a month. 

Ton-mile average of freight . I'm not f amiliar 
with that . • 
WeeKly . No , I don ' t .mow; we get carloadi ngs . 

Car loadings . 

\Ve ge t car producti on; we get tha t weekly. 
Bradstr eet ' s wholesale, weekly. Average hours 
worked - where does that come from, Department 
of Labor? 

ll . I . C.B. 

iihat? 

th.tional I nd'.!stri&l l:onference Board . 

'•Yha t aoes that figure 
that come? 

I can't say . 

Yost likely i s monthly . 

I a~e~< n how t;uickly does 

It •s a monthly series . That is, promptness of 
'publication is something we haven ' t looked into. 

,;ell you don' t mind - I'm t hinking of that. 
Bank' clearings, weeKly . Index Federal Reserve, 
monthly. Floor space; that ' s monthly. 

!hat's a uow-Jones seri es. 
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Pig-iron, weekly . ~teel , weekly. American 
Telephone • •• 

That ' s monthly . 

·'e get that weekly . 

Oh, do you? I didn't know t hey wo rked that out 
weekly, the A. T. T. 

• he A. T. T. index. 

The index or busi ness? 

••e get sometning else .. eekly, but I .mow they have 
a wee:.cly index . 

• hey give us their to t al cal ls . 

'l:otal calls - that 1 s sor.~eth1ng •.•. 

Sometnin& else . 

'J.'hey have a weekly , though. 

~:>tandard St atistics index or production; I don ' t 
knoll about that . 

r.e,,&rtment store sales . ;/i th the help of Beardsley 
Ruml, I am noll' , beginning 11i th next week, to get 
a hundred depar tment stores once ~ week • 

Once a week . 

He said the only way we could get it .:as for it 
to go over my own name . Telegrams ·Nent out Tuesday . 
So we ' ll get that once a week . 

Factory employment; t hat ' s monthly . 

Other employment series . · 

ihose a r e all B. L. S. series , aren't they, Arthur? 

Also New York State . 

I don't thi~ t his really t ells much obout t he 
series t ha t Ur . Haas oi dn 1 t Elready Anow. 
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Now, this is what I went to do, George, you see . I 
aon 1 t want to change one single thing that they are 
doing. I mean - I ' l l expla in in a minute - I meon I 
>tant this as they have set 1t up in the llational 
Bureau of Economic Research . I want their •ork. I 
don ' t want to influence them on a single index . All 
tha t we might do i s be abl e to give it to you on a 
weekly basis, if we might get it, as against monthly. 

Uuch bett er for your purposes . 

Hut, if you don' t mind, I'd like this thing run in 
your shop a nd not rnine, because I - you can't come 
in contact here without somebody trying to influence 
you. 

llell now, tlr. Secretary, you•r e scaring me . I don' t 
know what you're implying . 

Well , I mean ell ;ve ' ve got to c1o is get these 
f igures together, or i f you want the mechanical 
work done and if you could hbve somebody like this 
gentlemE-n colle down Lnd simply put - I don't want 
anybody to get you &nd say, "Why do you do this one, 
why do you do that one?• I went it just as you 
people up there thinK it should be . hnd we 'll run 
our own. See what I meon? 

I think I do, yes . 

••e •ll run our ' own, and we •re r unning a lot of them. 
But I want t o be vble to soy that these parti cular 
groups ~>ere chosen by the Na tionul Bureau of Economic 
Research. 

VIall now, !olr . Secretary, would you like to have us 
publish a bulletin, ei ther with or without any 
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reference a t all to you, in which ~te explain 
to the public a t large what we think the most 
reliable indicators of the revival are? 

Yes . 

••ould you like to have us do that? 

tiure, sure . ~ut. what I 1m trying to get here is -
and all we need would be somebody - well, wh~ t -
couple d&ys a week, George? 

To keep tais up? 

Yes . I mean t o supervis~ it. We •ve got the draf ting 
r ooms and the phot ostc ting r ooms. ..e•ve got £11 that 
ma chinery here. <iee wha t I mean? 

Oh, it aoesn•t t ake so l ong t o Jus t set up the 
mechanical part, pr ovidea t.hey have the clerical 
assistance, charting facil i t i es , a nd all that . 

I mean we ' ve got all that . I don• t kno1v whether 
you have or not. 

Not on aey l arge scale. Vle 1 r e a modest orga nization. 

Well, we ' ve got al l tha t, you see . 

Yes . 

•• e run it nights when we have to, and all tha t kind 
of thing . 

Yes . 

But t he only thing - and, us I say, if you're going 
to mix your weekly ,v1th your monthly, that 1 s the only 
~uestion I r aise. ~o you have to sit back and wait 
for all your monthly ones to come in? Couldn' t you 
just - could there be any way of dividing • . · •• 

,\ell I think it's pr etty optimistic to think that 
you ~en spot an upturn in business within a week or 
two of its occurrence. 
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All right. 

I t hink tha t's pr et ty optimi stic. 

Now, coulo you - how much time have you ~!lowed 
for tociey? 

Any Llllount of t i me you want • 

H. :.t . Jr : I mean I - wha t I ' m getting a t - I want to make the 
mos t use of your time . I think, Geor ge , whst you 
should do i s to sit down with Professor Mitchell 
and l:'rofessor Burns a nd s t art t hi s thing today; I 

~mean this particular serhs es they have l a i d it 
- out, these 20- odd things, be f ed in, see, and that 

we r un it - s et it up on a t ent ative basis. Ye can 
send it up to you ~nd suy ,"Is this the way it ' s ­
done?• Lna tnen have it come back . In other words, 
this i s to be your series , '"a Lll we ' ll do is just 
the mechanical end . Tnen when the series begins t o 
take form, I want you to int~rpret it for me • 

. ~1 tchell : 

H. ' . Jr : 

;.atcuell: 

H. ',I .Jr: 

.titcuell : 

H •• • Jr : 

Nell , I'll bave t o do tha t strictly a s an i ndividual . 
I can not uo th't as u m~mber of t be staff of the 
HutionLl Bureau . As a member of the s t eff of the 
National Bureau, I can g i ve you this set of ju.Jgments 
as to whbt de think the most r eli able indica tors ere. 

hut as an in~ividual cPn you interpret them? 

7,'ell , I' d be .villing to &o a s f ar L s I felt 
scientifically justif i ed . 

,/ell, t hat's all right . 

Yes . "nd I •d do t hat with a definite understanding 
on eve ryboay • s part t hat , taough I have had a good 
deal of experience 1n nandl in& these things , I regard 
any JuJg~:~ents t hat I make; s t L given time &s subject 
to a considenble 1:1argin of uncer t ainty . !low, I 
don ' t tniru< anybouy wno undertt.lles to tell you very 
4uickly i s s per son who •..• 

But, Professor Mitchell , no publicity will be given 
on our s i de . Any publicity of our working with the 
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Bureau or With you will come only if either you 
ask it or you say, • Well, i t ' s found out , • - I 
mean after you say that • s whut you want . Now, 
tha t ' s the way we work i t. 

Well , we, ·:n consider • ••• 

~ee Nhat I mean? No publicity ei t her a s to Bureau 
or a s to - as an indivloual, will come out of this 
office unless it fi rst i s O.K. as to every word 
that i s 1n it, or initiot es with you . !low, could 
unytning be ft: i rer t nan t hat? 

No, t ha t ' s perfectly s ecure tnd satisfact or y . 

'l'her e won 1 t be c single word of publici~ come out 
of this offi ce . 

~nd we shan ' t, on our s i de, e ive e ny publicity, 
t hough ;;·e may conclude thut it would serve our 
pLrticula r clientele i f we published a bulletin 
including these figures; we ' d put it in different 
fo rm and we 1d publish it just ~ s if i t were one of 
t he r egul ar jobs thot ctme out of the "'ureau. Thu t 
would be all right with you. 

Oh, fine . ::e •ll do t he mechanical v.·ork her e and 
send it up to you . You see? 

Yes . 

Just based on the s eries . »nd I don ' t want a 
single one changed , George . 

No . !.'el l , t hey ' ll supervise it, nave am= come 
down, I presume, once a week or so . 

If there are uey changes, be changes tha t I r ecommend . 

Can somebody come down and supervise it? 

••ell, l et us t alk Ri th llr . Raas about thut in de t ail 
and see what sort of set-up he has . I think likel y 
he doesn' t re4uire - he doesn' t need aey super vision 
in his office . I'd like to see his wor k . 
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Well , one reason - i f they ' d supervise it, it would 
be as you have indicated - wouldn' t be any ~uestion 
about it . 

ilell, Professor IIi tchell says he wants to see wha t 
you've got back t her e . Let him t ake a look, and 
whatever you two men a gr ee on ••• • 

O.K . 

I 1 d like to see your working form and t he ••• • 

I take it Kiss Michener would wa tch i~ f or you, 
would.n ' t she? 

This would logicall y go 1n O' Donnell ' s sub-division, 
but we can put it any pl ace we want . Probably have 
to g et some other people t oo , or add someNher e on •••• 

~~ ell ••• • 

I don 't think the mecha nics of it are hard . 

\'l e • 11 s ee after we get back there . 

l:lut I make myself plain, don't I? I want this 
stuff to be N.B.E.R. - what ever it is - I ' ve got 
a letter for everything a round here - your s eries, 
a nd you look it over and then if you feel - we•ll 
turn it over to you and after you ' ve bad t ime to 
d igest it, wha t I 1 d li~e you to do is come down 
and spend a half day with me per sonally going over 
i t - af t er we get the thing set up . 

hll right, I 1 ll do that . 

Row ' s that? I' l l s et a si de a ha lf day and we ' ll go 
over t he t hing, and I can g et 1t verbally from you. 

Yes , all right. 

How ' s that? 

Tha t ' s all right. 

t;ee? 
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Yes . 

J.nd t hen I woulu like to say , 1f i t is agr eeable to 
you, t hat we have made this a rrangement with your 
Bureau to do Jus t this t hing for us, and you can 
th.ink that over. Ther e ' s no hurry about it. 

Yes . ole are, of course, a service bure&u; we have 
been, in r eference to various problems of government 

· in t he past . I always think that when we have a coll 
from any government - state, municipal , or nat i onal -
that we should do what we could to provi ae anything 
that is a sked . But Ne are debarred by our ~;-laws, 
by the very c~rt.cter of our organization, from giving 
~ny advice ~ s to policy . 

It ' s time enough for next time if you ~s t.n 
individual, b professor o t Columbia • • •• 

I can say anything the t 1 1 m foolish e nough t o . 

You can do it just as Magill or Shoup ..•. 

hxactly in the same position personally • 

1 mean they come down as i ndividuals . 

~xactly . As an inaividULl, I ' m an American citizen 
and I 've got a cons t l tutionbl right to •••• 

Just as much as wnen Viner comes aomo here. 

5urely • 

What? 

Yes . 

No I ' d like to have you in your per sonal capacity -
th~t you would come down when the fir s t t hi ng is set 
up - l et you ,come down and spend half a day . And 
then .ve might even have Viner and Ri efler sit r round 
and listen also . Wha t? 

v I ' d like very much to have t hem. Yes . .. es . 
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What? 

I•d liKe very much to have them in on this discussion. 

On the SLme day . ~ 'd l ike Viner &nd Riefler, if 
it ' s agreeeble to you, to si t in with us . 

Oh, thor oughly agreeable . 

Because t hey both have keen minds . 

"nd they know this kind of game , more or less . 

Let me jus t t ake a minute - this looks all right 
to me end , a s I say, if you look over Haas's shop, 
see wha t be ' s got - and I fuess whst we'll do is -
I don't knoN, m~ybe ~e don t n~ ve to . ~ome monthly 
end some weekly ... e a on1 t ntlve to ask especia lly 
for the weekly; just let this t hing feed the way it 
aut om6 tically feeds any other lgency; just get t hose 
things end begin working out a line . That ' s wha t it 
amount s t o , huh? 

Yes . 

Uany or these series we keep up . We don ' t keep up a 
number of i ndexes of indus trial production. We e xam1ne 
ones we like the best Lnd we keep t hose up. 

But t his is tneir best tnought , and t hat is just wha t 
we want. :;e want somebody outside to keep us from 
aoing , e s you put i t , wishful thinking . 

Yes . 

That ' s what we don ' t want t o do . 

'//ell, ue •ve made our sel ection of t he series on the 
basis of tneir consistency of behL vior FJld revivals 
in the past . 

I'm t Emilirr with it . 

I think tha t's fine; simply - I'm delighted . If 
you will go back, George, ond just concentrate on this 
today until both of you are s&ti sti ed . 

All llight . 

Ever so much obliged . 

!lot :t t all . Good-bye • 
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Hon. Henry Korgenthau , 1r. 
Secretary of the Treasury 
Washington, D. c. 

Dear llr. Secretary: 

December 10, 19~7 

In eo.pUanee with your requeet, we aublli t t he following MODO­
randum upon the stat1at1eal indications or a rev1.al or general bua1neea 
activity attar a cyclical contraction. 

I 

Character and Uses of the Memorandum 

Tb1e IIIMIOrendua rests upon an analya1e or the cycl1cel be­
havior of 110118 487 atat1et1eel aeries 1n .onthly or quarterly fol'll. of which 
any cover only the post-hr period while a taw run back to the 1880's or 
earlier decades . 'l'be rw.ns& of our saaple h 1nd1eatad by the following Uat 
ot t he act1rtt1ea repreeented aD4 the nu&ber of 110nthly or quarterly eer1ea 
extending thl'OIIgb 1933 analyzed under each sroup. 

Group 

ProducUon 
Construction 
Transportation 
Prices 
Stocke of -'>41 t1as 
7ore1gn trade 
Personal inca.es 
Profits and lose•• 
SaYings and 1nvestllents 
Security .arkete 
VolUIIIII of trade 
Interest ratu 
Koney and benlc1DS 

No. of Series 

121 
70 
19 
79 
20 
12 
50 
19 
u 

5 
19 
2(1 
16 

l ance which • take t o be What we h ... e to otter 1a • d1pet or put exper • 
on the whole the beet teacher ot .... t to apect 1n \be DMI' tuture . 
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But one or the clearest teechlnge or past experleGce 1e that 
nary business cycle baa features that are pecul iar t o It, Accor dingly, no 
one 'IIIlo Ienon the past expects that 'llllet happeGed during any earlier business 
rnl'flll will repea t Itself exactly during the next reTITal . ben anreaa ex­
perience oTer a nuahar or reT1T&la eatabllahea no .ore than a prasu.ptlon 
ccGcern1Dg t he general character or the dnalopmente that .., be expected 
11beG Gext the buslnaaa tide begins to rise. And 'llllatner juc!glleGta are roraed 
oueht to be based, not upon the aTereae peat behnlor or one or two i ndexes 
ot business cond.ltlons, but upon the &Terese pest beheTlor of a considerable 
number or stat i stical sarl es that represent a wide Tariety of economic proc­
esses. 

Henao wo han drawn up f or your consideration a list of etatia­
tlcel series -4iffer ing widely 1.Q. otller respects but alike in t hat each sarles 
has prond in tha peat to be a fairly cons1etant indicator or c)'clical. .on­
UGta in saneral busln888, We do GOt regard this list llS a 0forscaat1ng' 
cechlne , but rather aa tha least fallible gauge or current fluctuations in 
geGarsl bus iness act1T1ty that we can derln rroa our stud)' of earlier re­
• l •ale and recessions. 

Unfortunate ly the list is a rather cumbersome machine to use. 
I t is not automatic, but requires the exerc ise or the user 's judgment, Also 
we mus t make some technical eJq>lanatione about the wy in which the machine 
woe constructed and the precautions to be taken in using it. But we think 
that we can be of more aer.ice to you b y racing frankly the reel complexities 
end UGcerta.lntiea that attend upon all efforts t o determine when a cyclical 
reTiTSl occurs than by atta~ting st.pliflca t l ons, Which m1ght proTo treach­
eroua . 

n 

The Detlng of Cyclical ReT1Tala and Recessions 

Before we can determine wllat sarles haTS been reliable indi­
cator s or cyclical raTITals and recessions wo must determine when these 
t urns In the tides of business actiTity occurred. 

That difficult problea we haTS traated by the method or euo­
cus!Te appro:d.Jiatlona . CUrrent reports in t rade and financial per lodlcals Dt 
gin the opinions or auppoaedl)' qualified cont-.ponu-y obser.ars upon c""': 
changes in business condiUona. wa check tha ooncensue of these opini ons Y 

stud)'tng wllataYa r statistical aeries are •••llabla t or the periods under ex-
8111l netlon and select tantatln dates to lllll'k the tro\18hs and peaks ~:~suo; 
ooaa!Te b~inees cycles Next we tlx the dates of tbe peaks and tro-.s 0 

1 
the O)'olea that appear in aacb aeries tbat we usa after rsa>Tlng Ita seasons 

, t the original date that we prec-
varlatlona, wbich Ia the onl,)' ' adjuatiiiOnt o n 
tlco , or course we expect t o t 1Dd a coneldareble ecatter or t:~. dat;;O: 

which different aeries .eke their turns In a SITon busin::• ~und wblch the 
thua scatt ered arrays .. atta.pt t o appron.te t ba 11011 t sred To that 
cyclical ro'fiTale an.d rec .. e l ona 1D indiT1dual aorl~~~ ;.r1 .. with 
and we coape.re t he t1&1n8 or t be cyclical turns In t hese teDt&tiTe 
our tentatl n dates t or business cycles I t hen • re'fill8 

---.........,.~ 
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dates In ldtatenr •:r the first reeulta eucceat , iuul re-t tb.e opereUon 
until no turtb.er UlproT_,t .,._ poaelble wHb. tb.e eTallable clata. lD 
practice aoee aerlea la'4 wltb. considerable recuJ,arlt:r tb.e turn1118 clatee 
that we tlnall:r accept tor bualneae c:rclae; aaa. coincide wttb. thea on the 
overage , others commonl:r or alwa:ra las beb.ln4. 

Table l shows what we call our 'reference dates• or bualnesa 
cycles In ths Unlte4 Stat es from 1anuar:r le55 to March 111~~. As :ret we han 
not at tempte4 to fix the ~te 9n ldtich the current c:rcle reached Ita peak, 
t housh we suppose that thie date will be round t o c0111 lata 1n 111~6 or 111 
t he aprlng or 1957. 

Table l 

Reference Detos and Durations ot Bualneaa C;rclea 
United Statu, 1855-19~ 

Duration In 110ntha 

E~enaion Contraction l!x- Coli-
pan- trac- l"ull 

Reviva l Po ale Recesalon Troush s lon tlon cycle 

Jan. 1855 to June 1857 July 1857 to Dec. 1858 ~ 18 •8 
Jan. 1859 to Oct. 1860 NoT. 1860 to June 1861 22 8 ~ 

July 1861 t o Apr. 1865 lle:r 1865 t o Doc. 1867 .6 52 78 
Jan. 1868 t o J une 1869 July 18611 t o Dec. 1870 18 18 56 

Jan . 1871 t o Oct. 1875 No•. 1875 to ller. 1879 M 65 99 
Apr. 1879 to ller. 1882 Apr. 1882 to 1187 1885 S6 sa 74 
Juno 1885 t o liar. 1887 Apr. 1887 to Apr. 1888 22 lS 35 
l!ay 1888 t o lul7 1890 Aug. 1890 t o 1187 1891 27 10 57 
Juno 1891 t o :ran. 1895 Feb. 1895 to luna 1894 ro 17 S7 

Jul7 1894 to Dec. 1895 Jan. 1896 to June 1897 18 18 S6 

July 1897 to June 1899 1ul:r 1899 to Dec. 1900 u 18 42 

Jan . 1901 to Sept. 1902 Oct. 1902 to Aug. l~ 21 ~ " Sept.l~ to 1187 1907 June 1907 t o June 1908 s~ l~ 46 

July 1908 to Jan. 1910 feb. 1910 to 1an. 1912 19 u 43 
f ob. 1912 to Jan . 1913 Feb. 191~ to Dec. 1914 12 ~ 35 
Jan . 1915 to Aug. 1918 Sept. 1918 to Apr. 1919 " 8 52 
!loy 1919 to Jan. 1920 f ob. 1920 t o Sopt. 1921 9 20 29 

Oct . 1921 tolley 1923 June 1923 to J'ul7 19U 20 a M 

Aug. 1924 to Oct. ~926 NoT. 1926 to Dec. 1927 27 14 4l 

Jan . l 928 to Julie 1929 July 1929 to ller. 19~ 18 45 63 

Averase duration, ro c:rclea 25.0 22.0 47.0 

AU t be l eeds and lase of IDdiTidual aerie& at reTITala or re­
cessions aro det era1nad b;r coapariDS t he clatea of t he c;rc11cal turns In ~ch 
Individual aorl ea with the correapondin& reference detoa In the aboTe t ab •· 
~~ course tba r ef erence clates .... subject t o error , r;:~!:;!r,~ t~::rn. 
earlier decades tor .mtch .ontbJ:r aerlee are taw. · 8~ the are hard t o tlx. 
In SOlie aeries are so obacured b:r raadoll .,_nta the 7 
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Though we include t aw it any euoh series in th1a .. morandum, we cannot be 
sure that all the spec1t1c turnillg pointe we baTe taken are correct. Other 
possible sources or mistakes are illlpertect adjuatllents tor seasonal ftria­
Uons, and errore i n the original data. aenca our l eads and l ags are not 
to be trusted 1111pl1citly. All t hat we can claill t or them is t hat they rep­
resent the best judpenta that we could f ora attar a careful study or a oon­
sidereble body of statistical eYidence . 

One other remark i s necessary. The durations or business 
cycles es shown in Table l differ so much abd so irregularly that they give 
little help in judging when the next cyclical turn may occur. And the dura­
t ions of cyclical contractions are more variable than those or oyolical ex­
pensions. If our reference dat es ere correct , since 1855 there have been two 
cyclical contractions aa abort as oigbt months, one at the outbreak or the 
Civil War , one st the close or t he World War. It we set these instancee 
aside on the ground that they were dominated by random rectors, there r811l8in 
the contractions lastin8 only 10, 13 or U months. At the other extreme 
are the long contraction or the 1870's ( 65 months) and the ' Great Depression' 
ot 1929-53 (45 months) , Tbougll we C8Jl be reasonably aura that a cyclical 
contract ion i s now under way in the United States , we cannot tell rrom peat 
experience as recorded in Table 1 that i t may not lest less then a year, or 
that it may not drag on tor several years. 

III 

The Criteria tor Sel ectillg Trustworthy Statistical Indicators 
ot Cyclical ReYivals and Recessions 

An ideal statistical indicator or cyclical r evivals end re­
C8$Sions would heve the following characterist ics: 

(1) It would cover belt a century or more, thus showing its relation 
t o business oyclea under a variety or conditions. 

(2) 

( 3) 

(4) 

(5) 

It would lead every cycl ical revival by an invariabl e interval -
say three mont hs , or bett er, six months . It would elso lead every 
cyclical recession by en invariable interval , which might differ 
from the lead at revival. 

It would show no erratic movements; that is , it would sweep SDOOth­
l y up from each cyclical trough to the next cyclical peak and 
then sweep 'IJIIOOt hly clown to t be next trough, so that every change 
in its direction would herald the coooing or a rev ival or reoees ion 
i n general business. 

I ts cyclical movements 
recognizable , and give 
ot the coming obenga. 

should be pronounced enough to be r .. dll y 
some indication or the r elative amplitude 

It would be eo r elated to general busi.nees activity as t o give 
us as IIUCb oopt14ancs ae the nature or auch t b1Dg\per:!11 ::·~1ka 
its tuture behavior with reference t o buslneea eye as 
ita pest behaYior. 
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Nee4leae to ea)', we haYs rOW>d no aeries that posses sea all 
t beae charecterietlca, lhat ft ha'l'e dODa 1a to Hlect thoae aeries that ap­
prorl•te the ideal 110at c1oael)'. llost or th• are aborter thaD w Ute; 
t bo 1Dter'l'&la or the leads or l-ea al•.JS 'I'&J'J appreciably rro. CJ'Ole to 
cJcle , and all t he lone eeriee that usually lead at re'l'i't'&ls or receeeiODa 
show an occulonel 1-c; all ah- -e e~Uc IIOnMUta . eo that an upt\11'11 
durill8 a C)'cl1cel cODtre.ctiOD •7 not MaD that a pneral re'l'iftl ia • juat 
around the eorner', and e ISowDturn duri.Dg npe.naiOD _,. not aeaD that e 
general receeeion is imminent; the relation of the aeries that we haY& se­
lected to general buaineaa acti'l'it)' is such aa to establish a presumption ot 
their diagnostic, and perhaps in soma measure or their prognostic, Yalue; 
but we caD neYer be sura that unusual circ,..tancea 1118)' not make ·~ aeriu 
beha•e in an unprecedented fashion at the next reY1'1'8l or recession. 

I t ia beoauH or the pest abortcoains• ot the aoat truatworth)' 
1nd1cetors .., ha'l'e been able to !1114 that we tb1nlt it ansate t o base judg­
unu ot current condi t1oaa upon the beheYior or ~ one aeries, or ot e few 
aeries. 'l'he likelihood ot being llialed 1a reduced, tbOU&h DOt el1a1neted, 
tr one uaes a considerable nllllber or series , each with e goad pest record 
ae en indicator, and repreeenti.Dg 1n the aggregate a wide range or buoinue 
ect1Ylt1ea. 

IV 

Su .tl•tical Serie.a ti\O.t HaY& Been Relat ively Coneiatent 
lndicr.tor a or Bua ine$s- Cyole RBYi'l'•la 

From t~e 487 Aaerio~n .onthly or qu~r terly aeries that we haYe 
•n~lytod , we selected 171 thot ccmtora closely to business cycloa. From thh 
liat we mdo ~ second ael•ction of 72 seri es thnt ho'Oe ' boon 110st oonoistont 
i n thei r t iming in relntion to buainoas-oyclo re..t ... ls . 

These 72 aeries a r e liotod in ~bl~ 2 in the order or the 
ti min~ of their •. verr.ge oyoliorl upturns , beginning with t he aeries that 
lend t he procession or re'O i'Oal by tho longest int erY&la nnd ending with the 
se ri es t hat lng fnrtheet behind , Series numbered from l to 48 have led nt 
reference re'Viftla in two- t hirds or more of the buaineaa cycles t&nt occurred 
'lrithln the periods co...ored by the dAta. Seriea nu*ored 65 to 68, o.n4 71 to 
76 M'l'& logged nt reference rtrrlnla in two-third• or _.e of the buaineaa 
cycles that occurred within the perioda cOYered by the dnto . Thero nro inf 
eluded nlao l'lriea thc.t ha'I'O •de their aycllonl upturnl' within a period 0 

t hree months or leaa of the reference date• tor re'l'i'l'lll in two-thi rd• or .ore 
or t he inat anoea 1 tor theae aeries have oODaiderable oonaietency in oyolioal 
t iming whether· tllq alt-te between loads a.d l aga or shOW a •rlcod 
t endency to turn upward shortly before or ahor·tly after t.he r eference datea • 

To facilitate the reading of Table 2 " .xplain the oaptiona 
and ayri>ola colulll by oolu.., , 

iod oo...ered by our o.nalylia tor 
colu.., S ident1ri .. the per t the tirat apecitio 

each aeri es . The rirat date 1a the initial tr:;:h .:te 11 the te...U.l 
cyclo that we reoo~nhe in the oer1e81 the aec 
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Tta!Qs or BualJI .. aoCJcle R .... tnh 111 t be OAltecl stat .. 

llo. or 
X..4 t:f"U::tatton Period COT• m1 .. ._..Of ared 1>7 ape- 8pe- Buet- br of leade 

lMda or ctrtc cl- c1t- aeee lac (•) · or lac• S.riee 
a 

1 ... No. Series olea ic (IIODtha) (-tha) !IIOathol 
(1) (I) ( ~) (4) ( !5) (6) (7) (8) • 1 Orders ot tal>rtoated 

structural atMl NoY10-JIUIS2 8 6 -10 5 -15 to 2 Tielde or 15 h18h grade 
-101 induatrtal bondei • S.p00-1un32 9 9 4 ·16 to 5 Yields ot 15 high grade 
-9i public utility bondai Oot00-Jun52 9 9 3 ·17 to 4 Yields or railroad 
.gi bonds, llacaul117i Oct57-1UD32 21 19 10 ·64 to 1 5 BuaiDeea !allures 
.gl total 11ab111t1es1 Apr84-oct31 13 12 3 ·1'~ to 1 6 BuaiDeae failures , all 

co.aercial liabil1-
-at t1ea1 Oct75-Apr32 13 13 3 · 13 to 1 7 Bond sales, N.Y. Stock 

lxeh, Feb94-NoY32 13 8 Index ot industrial 11 -a 6 -22 to 1 
stock prices , Dow-
Jones llay97 •JUD32 9 9 Index ot railroad 10 -7 !5 ·-18 to 0 
stock p,.iees, 
llaeaula:r Oot57-JUD32 18 19 -1 8 ~to •12 L 10 Building plans, Man-
hat tan llee69-114r33 17 16 -7 4 -19 to ·~ 1 ll Paaoeagor ear pro-
ductton OoU3-oct32 5. !5 -6 4 -14 to · l 12 war tube production Dee20-¥ar33 3* 3 -6 5 -12 to 0 13 Bank c1eartags, N.Y.c. Feb55-Apr33 23 20 -6 !5 -16 tO •f l 14 Price ot hides, Cbieago 1un92-1un32 11 10 -6 6 - 20 to •U 15 Index ot prices ot 
hides and leather Aug94-Feb33 8 9 -5 5 -15 to ., 16 Railroad operating 
ineaoe, total lla)OB-Jul32 5* 5 -5 4 -13 to 0 17 Orders or steel shoots Mar 19-114r33 4* 4 -5 5 -12 to 0 18 Nuabor ot shares sold, 
N.r. Stock lxch. Fob78-Mar33 15. 15 -5 !5 -19 to ., 19 Paper production, 
total 

Mar 19 ..J an33 4* -!5 4 -11 to -1 4 Book peper procllletton llecl8-Jul32 4* -4 2 -Bto • I 4 Staal shoot produe-

-I 
tlon 

llarl9-Aug32 4* 4 -4 3 -a to 
-8 tO -I 

Truck production Sepl4-Aug32 6 5 ' -4 2 Frotsht hauled , ton-

· 11 to -I 
ailoa 

Fab08-Aug32 :;• IS -4 3 Total butldins con-

•I 
tracts, floor space 181119-llec32 4* 4 -4 3 -9 tO 
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~rot t~ ob .. na- 511 tilde ot al!!c1tlc a~l• ! 
, 

uona tllet are lfte! ic .... !1 h Aftftlle de-
lr1WD !5 A•.no.or -... '"• · rtat1ow· 

- · ot 
l n whla II 4ata RUe iiae 

Co inc 1- rat eraMa a.latt.e- 1a • ._ t; t; 
edt 188• debeea ren••l• in ten e1 tJ 41 rec t1 on,.O Riae hll talld RUe hll fall 

9) (10) (11) (12) (13 (14) ( ll5) ( 16) (1?) (18) (19) (20) 

7 0 0 2 Pl'Oilounced 2.1 78 78 156 30 32 .. 
'9 0 0 1 Milt 2.6 91 101 18 5 5 8 

' 0 0 1 Mild 2.9 101 101 20 6 6 10 

3 4 1 1 Mild 2.8 1151 1o1 23 8 5 10 

3 1 0 0 Pronounced 1.5 11?1 1261 243 83 78 110 

3 1 0 0 Pl'OilOUDCed 1 .6 12oi 1361 256 62 60 100 

1 1 0 0 Moderate 1.7 98 70 162 48 34 68 

0 1 Mild 2.9 55 47 102 23 27 49 

4 4 0 5 IU1d 2.7 36 32 67 20 17 36 

3 1 2 4 Pronounced 1.5 lll 111 225 50 49 89 

6 0 0 2 Moderate 2.6 104 96 2PO 23 29 34 
3 0 1 2 Wilde rate 1.8 66 52 117 38 28 29 
? 3 1 9 IUld 1.7 ~ 43 911 25 20 40 
() 2 0 3 Moderate 2. 3 .. 45 90 19 23 35 

3 2 0 4 IUld 3. 6 17 18 35 6 12 17 

5 0 2 3 Mild lo8 72 Ill 123 64 28 70 
4 0 1 3 Very pronounced 1.8 95 ' 9& 110 i.6 30 26 

2 2 2 8 Pronounced 1.e· 98 92 190 32 31 56 

5 0 0 3 Mild 1 .7 32 26 57 11 17 14 
I 1 0 1 liodel'Bte 1 . 7 34 31 66 10 24 23 

~ 0 0 3 Pronounced 2.1 70 76 146 17 34 1M 
; 0 0 3 Model'Bte 2.0 85 55 140 20 39 37 

0 0 4 IUld 2. 4 ~ as 54 7 18 1!5 

I 1 0 3 IUld 2.0 " 86 160 31 46 .. 
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Period coy- Cf!l ea 
R611p o: ered b)' ape- Spa- lui- OP ot l•da 1 .. 4a ~ • c1tic 3- oif- ueaa . lac C•t or 1ep Seriae • l eaa No. Seriae clea i o (IIODtut (IIODtbe ) c-tba; 

(1) (2) (3) ( 4) (II) (6) (7) (8) 
25 Residential buil41DC 

oontracta, floor ... apace 18Dl9-Dec32 .. - 9 to 0 26 eo..ercial building 
contracts , floor 

•• apace 1anl9-0ct32 .. ~ 3 -9 t o ~ 2? f ood tactor i u buUd-
iD& eootracta, T&lue 1 anJ. 9-&tp32 •• .. ~ 2 - 1 to -1 28 Orders of oak f loor-
iDe Decl~34 3 II ~ 6 - 12 to •u 

~ 
29- Anrace boura warted, 
• all wap earners !'eb21-AQ832 3. 3 ~ 3 -? to 0 30 Index or Wboleaale 

price a, Bradetraet • a 1un96-1'eb33 a• 8 ~ .. -12 to •S 31 Index of deposita 

32 
act11'itr , Snrder 

BaDk olear1Des, out-
Dec78-J'ao33 14 13 ~ .. -16 to •• 

aide N.Y.c. Ka)'78 -1Ut.r33 13• 13 ~ .. - 11 to •• 33 Index of bus iness 

34 
ect hitr, Ayres 

Index or bua1Deea 
Dec54-1ul32 21 20 -3 .. -12 to •3 

aot1Yitr, Pit tsburgh 
district .Jen85-llar33 13 14 -3 3 -9 t o •1 C1aar1D&a index or 
buainesa , S~dar 

Index ot 1Dduatrial 
1ao79-lla)'33 13 13 -3 2 -8 t o •2 

productiUD, P.R. Bd. Kar19-1ul32 •• • -3 :1 -8 to 0 37 Pic iron production 1ao?9-Mer33 13. 15 -3 3 -13 t o •1 38 Steal iocot pro due-
t1on OctOO-A\1852 9• 9 -3 3 -8 to +6 39 Bltuainoua coal pro-
duot1on Apr08-.Jul32 7• ? -3 ... -11 to +10 40 Cotton COD8\IIIIpt1CD .Augl4-Jul32 6 5 -3 .. -9 to •• u Price ot copper, 
N.Y. O. Ja.n68-!'eb33 13 111 -3 5 -21 to +10 42 laporte, eai-maou-
factures Fe bOe-r ~".33 ~~· 43 Induetrial building 
contrecte, f loor 

15 -3 .. -10 t o •1 

apace !'ebl9-ful32 •• .. -3 2 -8 to 0 ... Price ot ~1Dc, N.T.c • Apr9!!-Jul32 8 9 -2 5 -19 t o • 10 45 Index ot pbraical 
Y01._ ot bua1Deaa, 

•! 
Babaoo Oct04-Mar33 8• 8 -2 :1 -12 t o 46 Cote production, total l'fo1'14-AQ832 ~~· 3 -2 2 - 7 to •1 4? lleotrie pow.r pro-
4uotlon v.ar 19-Mer33 3 .. -2 l ~to 0 
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AJ!Ielltllde of •.!!!•1t1c c~lea \. 
Errauc 110?-ta A'NJ'IIC& de-

A'f,DO, ot .oa; 

·~· 'f1 at,!.!!!!: 
1D which Uta Riu Ri'l• 

Bela tin lllll'fe 1D •- ~ ~ 
1Dtlllla1ty 41 rec t1 Oft 0 Riaa hll tall d Rise Fall tall 

(1S) (14) (115) (1&) (17) (18) (~9) (20) 

' .' • ... 

4 0 1 3 IU1d 1,9 9? 10!5 202 159 68. eo 

4 0 1 3 lfoderate 1., 66 80 146 a 48 52 

5 0 0 s Mode rete 1.15 84 105 190 a ~ 49 

4 1 0 0 Kodere.ta 1.9 101 lll 212 38 33 S9 

3 0 1 2 IUld 2.S a 16 23 4 13 10 

9 1 0 4 K114 3. 4 17 l8 34 7 13 14 

2 0 a Moderate 3,9 29 30 59 12 17 27 

1 3 a lloderate 1.7 30 19 49 10 17 20 

2 5 13 IU1d 3.1 19 22 41 15 a 11 

1 2 10 Koderete 3.2 29 S1 60 a 12 115 

1 s ll IU1d 3.2 16 l8 34 6 9 10 

0 1 3 IUld 3,3 28 34 62 9 l8 18 
1 3 10 Kild 3.3 62 53 117 15 21 27 

1 1 15 Kodenota 2.7 6!1 61 126 15 23 23 

1 0 3 ProDOUDced 1.9 S6 39 76 14 13 21 
1 0 2 . loloderate 1.4 32 35 68 H a 14 

3 1 7 Koderete 3.6 42 50 92 19 29 46 

1 1 4 Mode rete 1.7 54 51 105 20 3' 46 

0 1 4 IUld 1,15 109 130 239 38 67 9S 
2 1 15 IU1d 2.8 39 38 77 l2 17 21 

l 8 7 Mild 2. 6 29 24 li3 7 13 14 
l l 5 IUld 2,9 116 61 117 21 23 27 -
0 l 3 Wil4 ~ .o 315 12 47 12 7 l7 
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) No. ot ...... 
Period COY• £151111 W.cl {-) Dntauoa a..... e:red b7' ape- Spe- llual- or ot lea4a 1 .... ... 

Series cltlc •t dt- neaa 1ac I• ) oJ' lace a.. 
No, Series• olea to (11011tlle) (IIOntbe) C.oatbe) 

(L) ( 2) (3) (4) ( ~j) (6) (7) (8) 

48 Freight cars los4ed 14arl9-Aua32 4. 4 - 2 2 -7 to 0 
49 Railroad operating 

!j. re•enue, freight lley08-J'u132 II - 2 3 -8 to •3 
!50 Itldex of machine tool 

4" ordere l'ebl9-Var3& 4 - 2 2 -8 to 0 
51 Total lAporte J'an68-Feb33 16 HI -2 4 -12 to •e 
52 New corporate i ssues, 

industr ial Aprl9•J'Uil.32 4. 4 -2 3 -9 to •z 
53 Index or business 

actlYity, A.T. & T. Apr?9-llar33 15° 15 - 2 s -8 to •I 
54 Production or pro-

4ucers' goods, F,R. 
Bk. of N.Y. llerl9-J'Uil32 4. 4 -9 to •t 

55 Index or Industrial 
production, Stand. 
Stat . Co . llayl9-llar33 4. 4 -1 2 -6 to •1 

56 Depart..,nt store 
sales J'anl9-!.lar33 4" 4 -1 2 -3 to •3 

!!? Railroad expenses on 
maintenance or way 
snd structures 

Raw cotton stocks at 
llar08-Apr33 ~~· 5 0 4 -9 to •S 

aUla Octl4-l!ar33 ? 5 0 4 -10 to ., 
59 Factory payrolls, total ~l9-llar33 4" 4 0 1 -1 to •I 
60 Factory emplor=ent, 

total 1 anl5-l:ar33 5* 
61 Factory p81ro1la, 

5 0 1 -2 to •I 

Iron and steal 
62 Factory eaployment, 

llayl9-llhr33 •• 4 0 1 -2 to •1 

iron and steel lleyl9-l.!ar33 •• 4 0 1 -2 to •I 
63 Factory e.mployment, 

N.Y. State J'enl5-118r33 s• 5 +1 2 -1 to •S 
64 rectory payrolls, 

11140hinary J'unl9-1Jar33 •• 4 +l 1 o to •I 
65 Factory employment, 

ucbinary J'unl9-Mar33 •• +1 1 0 to •I 
66 Bue1neaa failures, 

4 

nlllllber or trading 
-9 to •11 coe. 1 

Sep96-Aug32 9 10 +11 5 
6? Factory pe,yrolls , 

N.Y. State J' anl5-ller33 s• 5 +2 2 0 tO •I 
68 Magazine &dY8rt1a1ng Aprl5-Apr33 :~• 5 +2 3 

-4 to ,, 

69 Index or retall 
prices or foo4e, 

- ! to •IJ B. L.S. Sep22-Feb33 ,. 3 +3 
70 Index or prices ot 

utale and metd 
-.1 to .u products ller95-Apr33 8 ' +3 

Regraded Unclassified



., 254 

•u \ lllle Ot !2!C1 n o CZ!!lee 
~,,~ le ..... ,, Awr.c• de-

A'Y.AO . O ilia, A wan 'lid ! OD. 
1D teloh h\8 R1•• R1•• 

llelaUw 110ft 1D- .. .. 
111tCS1t7 d1rect1 Cil•, 0 RiM ftl1 talld Ris e hll ft--11 

(10) ( l l) (11!) (l~) ( U ) (115) (16) (17) (18) (19) (20) 

0 l 4 Model'llta - 1 .8 17 !15 42 6 1!0 17 

1 1 15 llodel'll te l oll 21 u 46 6 1a 14 

0 2 4 Mild 1 .8 110 129 WI 15 72 81 

5 2 11 Moderate 1.7 38 33 7l 12 17 23 

1 2 4 ProDOUDeed 1. 6 142 162 303 64 u 158 

1 7 11 MUd 3.4 23 26 4.9 5 10 12 

1 2 Mild 2,9 u 39 63 5 19 17 

l 2 4 JUld 4.4 32 36 68 12 22 20 

l 2 5 IUld 1,9 16 18 34 9 18 20 

4 0 5 Mild 2 , 3 19 29 48 7 27 22 

2 2 • Mild 2.9 34 32 •66 16 u u 
1 2 !I Mild ~ .. 27 44 71 u ~1 30 

2 2 6 MUd 5 . 1 16 24 40 6 16 13 

2 2 5 Mild 2 .5 42 62 104 19 42 ~ 

3 1 5 Moderate 3. 6 25 ~ 64 14 25 21 

3 2 !I Mild 3,4· 15 25 40 7 15 11 

3 2 5 Mild 2. 7 46 63 109 11! 46 51 

4 l 5 1.11ld 6 .3 31 46 76 10 31 30 

7 0 4 Mild 1. 6 421 soi 92 50 26 46 

4 2 • Mild 2, 9 34 33 67 18 25 27 

4 - 0 ~ Mild 1.9 :1:1 33 68 14 u 50 

2 0 3 llaclercte 2 , 4 8 20 29 ~ 20 19 

0 7 Mild 4,0 23 u 15 7 21 

Regraded Unclassified
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lfo. or '""• ~rto4 COY• ml!• t.eed ( -1 Deneuoe RQc. or eretl 117 ape- Spe- luet• or ot l.U. lMcll or 
Bert .. c1ttc ~- ott- ... 1 .. (•) or 1 ... Uct lfo. Ser1ee8 elM to (-til•) (mDtlle) <-.atuJ 

(1) (2) (3) (4) (D) ( 6) ('7) (8) 

?1 Inlla:r or prlcee of 
+D tllel and ll.cllt1DC J'un92...11aJ33 10 10 4 -6 to •13 

12 Boll4 ealu1 R.T~ 
*792-fab34 14 12 • .,1 ., 

-11 to •u Stock bcll,t 
73 Dtecount rata, F,R. 

ee Bit, Of Jrn Tort J'en23-J"an.28 2 • 8 6 •l to •16 
74 Ttatu or us 111&11 

cre4e pub. uul. 
•10 bon ole Apr0l-Apr28 7 8 e -2 to·~ 

7!5 T1al4e or 1!1 blab 
cre4e tn4uetr1el 

+10 boD ole 1ul02-J"en28 7 8 8 -e to •19 
?6 T1el4e ot railroad 

bonds, llacaulay Auc60-Doc27 19 18 •12 'I -6 to •rl 
• 

• 
All eeri" are 11011tbly, e:rcapt total l1abilitiea ot buaineae failur<~a, 11bicb are 

by quarters before 1893 &lid U abUitiae of c-rciel bueineee taUur<~e, 11bich aM 
quarterly be tore 1896. 

b 

~. period troa about 1915 to 1921, dapend i.DC upon tbe cSaUnc of u .. epec1t1C· 
cycle tun~a, 11 0111tte4 troa all eariea on pricae or o~4Uiee, ftlu. of toreip 
trella, railroad r ... enuee and e:rpeneee, Uuiliti .. or buel~~ees ta.UU!'6s, end beD1t 
clee.r1111e outai4e Jrn Tol'lt . ~. period rro. 1911 to 1919 1e oaitte4 rna toll aUt• 
ot treisbt beule4, beceuae 4eta are lecltiliS, 

c 

Seed on t:rporiellce 4urill8 1919-1933, a:rcept i n eer~ee for 'llbtcb we Cllit 'tbt OJClt 
troa 1919 to 1921. 

4 

Tille col- 1e ccaputed directly tr<a tbt 1n411'14uel oyolee; benoe tbe elisbt 
dilorep&Dei .. betwe11 tbe 111triea on "rieo and tall" 8114 tbe eua of tb& e11trUo 011 
"riM" 111d "fall", 
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I -~'Ill! If !R!Clt1 c czsle• ) 
a-.s&s ...... , Aftn&a 4e-

AY,ao.o .oa. , .. ,.,_ '1'1&!&..._ . 

-·· ot 
1A &icll 4da ••• Co1ao1- rat.~• •latift ~1D... • • 

taa• deacae zwrtftll 1A teut \7 41zwot10D1° Rl .. hll taU4 Riaa hU fall 

(10) (U) (11) (13) (lt) (le) (161 (17) (18) (19) (20) 

1 9 1 • llederate 2.11 u u til 1t 8 20 

2 11 0 2 Moderate 1.7 7o1 1121 162 34 t8 68 

0 ~ 0 1 11114 12. 1 20 2e " 8 lZ •• 

1 7 0 1 111114 Z.!l 11 10 2l 7 7 10 

1 7 0 2 11114 2,6 10 !I 1!1 • 5 9 

2 l4 1 1 11114 2.8 10 1S 23 5 8 10 
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trouah or t he cycle with which our analya1e cloaaa. By specitie cycles we 
,..an the cyclical IDOTellants t ound in an 1ndh14uel aeries, aa dtstlnguiahed 
rrom bus l nou cycles , wbich are the whole COIIS&r1ea ot cyclical move111111ta 
In moat or t he eoonolllc activit ies ot a nation. 

Column 4 states the number ot apecitic cycles round in each 
strlea . ColWIID 5 s tates the number or business cycles that occurred dur1118 
the period cover ed by these specific cycles. The entries in colUJIDs 4 and 5 

.... 256 

tre the same in about two-thirds ot the aeries listed. In a taw series thi s 
Identity Ia fortuitous; one specific cycle may s t retch over the period occupied 
bJ 1110 business cycles and at another tl.me two apacltic cyc l es 1118y occur with­
In the period OCC\IPi&d by one buai.nesa c ycle. Those sarles which show a one­
to-one correspondence or apecltlc cycles t o bueineaa cycles are marked with 
au asterisk ( • ) In column 4 . 

ColUIIUl 6 reports the averase tla1118 or t he specltlc cycles in 
eech aeries In rel ation to business cycl es. A alnus ( -) indicates that re­
•lnls In the ser i es occur earlier on the aYerage t han r e -.tvals in genera l 
bU!Iness as Indi cated by the correaponding r e f e re nce dates. A plus (+) in­
dicates that revi val s in the series occur l ater t hen t he correspond1118 refer­
ence revivals . An entry or zero means that t he timing ot specific-cycle 
re• lvals Is coincident on the average with tho timing of reference rev1-.ala. 

Columns 7 and 8 show how -.ariabls the t1111ng or specific-cycle 
re.lvala has been In relation to businesa cyc l es . In column 7 we gin the 
average deviat i on or the leads or lags about their mean. The absolute 11111ta 
within Which the l eads or lags tell are shown in collllllll 8 . This range shows 
•lvldly how much more tickle the pas t behavior or eome series has been than 
that or ot her s; bu t i t must be borne in 111nd t ha t a aer ies that cover s a dozen 
crelea r epresent s reactions under a greater vari e ty or conditione t han does a 
sarles that oo• er a only tour or the cycles , 

Columns 9 to 12 supply adci!Uonal details on t h.e tilllill8 of the 
series In our list. They show the dal!r&e or cone i s teney with which a se ries 
has l agged, led, ID&da Its upturn coincidently with general business, or within 
three IIOnt ha ot t he upturn in senerel business . llhen t he specltic e,-eles in a 
ser ies boar e one-to-one correspondence to bus iness cycles the sum ot the 
entries In colUIIDs 9 to 11 must be larger by one than the nUIIber ot business 
cycles covered as shown in column 5; tor we make obaer-.et iona both at the 
t rough With -.blob each business cycle starts and at the trough with which it 
ends . It a sarles 'skips' one business cycle , the sum or entri es In columns 9 
t o 11 Is oqual to the entry in colUIID 5; 1t it elcipa two business cycles , the 
8UIO Is one lees t han the entry 1n column 5, llhon there is a break in t he data, 
caused by the ollission or certain cycles, these relations apply to each segment 
or t ho aerlea t aken by iteelt, not to the sarles aa a Whole , 

Columna 13 and 14 report characteristics of the erratic move­
to which a series Ia subject. Erratic 110v•ente are the criss-erose 

tluctuat lone that oeeur w1 thin the cyclical e~aiona ancl contractions or 
•conoe1e tl.me series , We judse the intensity ot the erratic aovements in • 
ser ies coaper ing their &~~plituda with the UIPlitude ot apec1t1c cycles aa 
I"XJ>Uinold below. Column 13 indicates these relat1T8 intensities by a scale 

rune fr011 aild to 1110clerate, pronounced and very pronoUDced. Cohan 14 
Regraded Unclassified
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Indicates the nerage number or months in 1fhiob the eea aonally-adjuated date 
ot eeoh series IIIOY& in the - direction, and thua indicates t he frequency 
wit h wblch erratic 1101'•111ta 1'1111 counter to the direction or a cyclical ex­
~lcn or contraction. 

Col1111D8 15 tO 20 abow the aaplitUd88 Of the cyclical IIOY&Mnt& 
round In each series, n.e aaplitudea are -11\11'84 by ( 1) turning the aeaaon­
ally-adjusted data tor each specific cycle into relati•as or their ••erage 
value; ( 2) computing the a'l'arage or the relati•ee tor the three months canter­
ed 90 the initial trough of the specific cycle, on the peak , and on the ter­
minal trough; (3) finding the rise from the •••rage for the three months 
cont er sd on tbe initial trough of tbe specific cycle to the average for the 
thrao conths centered on ita peak, and finding the tall from the •••rage at 
t ho peak t o the 81'8r&g8 Of tbe three 1110ntha centered on the terminal trough, 

Thus t he upl1tude measures state eaaentlally the range of 
tluctuatlons of cyclical IIOYeMnte 1D the fora Of percentages of the 8Y8raga 
Ytlua ot the items compos ing a aeries during a epec 1f1c CJCl e. Columna 15- 17 
shew the results we get by etrilting aYerages or the aaplituda measures or tbe 
euocessi• e cyc l es 1D each series, Columns 18-20 show the ayerage deY1at1ona 
ot the amplituda ·measures or these cycles about their me~ 

Seriee that tend to decline when general bus1Dese expands and 
to advance when gene,al business contracts are marked by the symbol 'i' to 
show t hat they haye an innrted relation t ,o bueiues cyclee. In all such 
Instances t he entry 1D column 6 shows the anrage number or months that the 
receaeiona ot specific cycles l ead or lag at reference rniY&la; the entry in 
colw:n 15 shows the aYerage tall or the specitic cycl es , not tbe rise; and the 
antry 1D col\lllll 16 ahowa t he anrage rise, not t he fall. 

A aeries that usually 11181<es ita cyclical turns near the middle 
or refer ence expansions and near the middle or r e f er ence contractions can be 
treat ed as having either a positiYs or an in•erted relation t o business cycles. 
Thr ee aeries on bond yields appear at tbe bottom of Tabl e 2 because tboy ha•e 
oxcoptionally long lags at reference revival s . But wbon a process raaots 
fairl y consistently to bus1neea cycles, long l ags or it8 specific-cycle reYiYals 
at reference rnlY&le 111111t ~ that its specitic-cJCl• recessions lead the 
reference ren•als by substantial 1DterY8ls. H.ence the t!Ja1.ng or bend yields 
h llbown 1n Table 2 on .., in•ertad as well aa on e poe1ti•e beaia. For a 
elloUar reason a double set or entries is ada for bend sales on t he New York 
Stock !n.bange. 

v 

Cooelusione Concerning the l(oat Truatwort~ 
Ind1oatore ot Bue1neaa-Cyole Renftls 

Cri tieal eDIDinatlon or tha eerie a in Tllble 2 ahowe the 
respec ts in which '1114 decrees to Cich the ditfarent eer1ea tall abort of 
the requtramenta ot an ideal 1D4icator of bu1Deeo con41t1ooa that were eat 
fortb abo'l'o . 11o doubt eecb ot tbe 72 aeries lUted M:t Mite a al.plficant 
contri bution to Judi-nta about tbe occurrence of a CJCl1Cal rertftl. ht 
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aoae or tbe series are mora truatwortb;y illdicatora than others and men t 
especial consideration on tbat grOUDd, It we can clatel'ID1ne wllich tbeae 
ClOSt truetwortb;y aeriee are we ahall han a IIIUOb aborter list -- and the 
breYi ty will be a subatantilll •hantase, proY14ed that 'it 18 not &a1ne4 by 
re4ucill8 oYer much the ftriet7 or actiYi tiea represented. 

We haYe oonai4ere4 the tolloorins ractora 1n .-~tins this 
tioal oelection trom our atertala: other tbinsa equal, a aeries ia more 
.. Jiable aa an illdioator or rertYala 1n seneral buaineaa 

1. 'l'lle loager ita a Yerese leads at past reYi Yale 
2. '!'lle more unifol'lll these leads in occurrence an4 lensth 
3, The closer ite apeci t ic cycles come to haYing a one-to-one corres­

pondence to busineaa cycles 
4. 'l'lle more clearly defined ite specific cycles 
~ . The less intense ita erratic moYamenta in caapariaon with the ampli­

tude or ita specific cycles 
6. The fewer the cbansea in the direction or its month-to-month 

moYeJOellta 
7, 'l'lle s::Bller and more regular the -sonal Yariationa that haYe to be 

• eliminated • before the cyclical moY-ta can be studied 
8 . The larser the number or paat reYi Yale cOYered by the aeriea 
9 . Tho f arther back in ti.me any irregularitiee in conformity to cyclical 

reYivals occurred 
10. The broader the ranse ot actiYitiea or the more stable the economio 

signi !icance or the process represented by the ae riee. 

But other tbiaga neY&r are equal. When a series ranka hish 
., Judaod by one or two ot these cri teria, 1t ranks lower as judged b7 otbers. 
Heoco we haYe drawn 1\p an annotated list or the series that aeem t o us to be 
the moat trustworthy illdicatora or reYi Yale . 'l'lle annotations abow both the 
respects 1n which the aeries merit high rank and their shortcominss. 

Total liabilities or business failures 

A l ong aeries that moves inY&rtedly. AYerese l ead 9 months. 'l'lli rtesn 
loads, one lall· Leads consistently long; abortes~ being 6 montba . 
Rtra cycle and single lag occur before 1900. Principal detect is thet 
erratic moY&ments are pronounced and changes in direction trequen t; but 
e rratic moY&ments only moderate in neighborbolld or cyclical raY! YBla. 
Seasonal large but tolerably stable. Range or tl.miJ:Ig, -17 to ~6 montba . 

loduatrial a~ocll: prices 

AYe rage lead 7 months. No lags, but one coineideoce. Erratic moY81118n ta 
cild. l!lrrersala or cHrection relatiYely infrequent. No seasooal . Conrs 
10 business cycles, ~· the cyclical dec line ol 1926-27 , but ebowe 
Cllrll:ed retardation in 1926 and early 1927. Timins ransee rraa -18 to 0 
months. 

Paaaenger car prodUI> t1on 

Anrase lead 6 months . No :Lags or coincidences. One-to-one correspond­
ence. RIIIYersala or direction relatiTel.)' infrequent, But erratic IDOYil-
.. nta modall'llte - not mild 1 seasonal larse 8114 UMtahle; c9Yere oal7 & 
cycles; laa4a range rrc.. 1 ~o u -tha, .,a are ~er 1n the last three 
than 1n the nrat three reYi Yala. 
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lllller tu~e production 

December 10, 1937 

.. .. 

Average lead 6 months. No lea, one coincidence. One-to-one correspondence, 
but covers only three cyclee. Erratic JDOYe•nta IIOderete , but revereala 
ot 4irect1on relati wly trequent and aeeaonal l&!ll& and Chaii&I.Jig. T11111QS 
rans•• trom -12 to o. 

TOtal paper production 

A'f'lrege lead 5 months. No leas or coincidences. Obe-to-one correepood­
ellce . Errstic mov-nta 111114 but revereala ot direction rather trequent. 
Seeaonal small and COII!Paratively stable. Cowre only 4 cycles and leads 
reng e from 1 to ll mon tha . 

Total rallroad operatill(! income 

Anrege lead 5 months. No lea, two coincidences. One-to-one correepond­
eiiCe. Erratic moYementa 1111ld on the whole but ot UDeYen intenai ty, and 
rneraals rather trequent. Seasonal lltable but large. Covere only 5 
c)'clea, two ot them pre-lfar. Tim11l(! r&ll(!ea trom - 13 to 0 . 

Total residential buildin& contracts, tloor apace 

Anrege lead 4 1110ntha. No lag, but one ooincidence, One-to-one corres­
pocdence. Erratic movements usually 1111ld, but at times substantial and 
revereale ot direc t ion rather trequent. Seaeonal large but tolerebl:y 
stable. Covers onlY 4 cycles. Timing measures r&D(!& t rom ·9 to 0 . 

Ton-ailes ot freight hauled 

A'rerage lead 4 1110ntha. No lags or co1ncidenoea. One-to-one correspond­
••••· Erratic 1110-nta mild. 91versale ot direction relatinly in· 
frequent . Seasonal caaparetively smll and stable. Covere 5 cycles , one 
of them pre-War. ~ TI.tl1QS r&D(!& rather wide, -11 t o -1. Principal detect 
Ia that three ot the 110van loade are only one month. 

Truck production 

Average l oad 4 months. No lags or coincidences. Erratic movements 
C>Oderato. Shows an extra cycle, but 1 t waa ot alight ampli tu1e and 
OCCurred duriDB the War. seasonal smaller than in peasell(!e r care , but 
rl'foraala ot direction in 4ata ..oro trequent . 

IDdex ot wholesale pricee, Bre4atreet•a 

Average lead 4 IDOntha . Nine leeds , one lag. One-to-one correspon4ence. 
Conra 10 cycles lt we count alao the cycle a in 1914-21; leads in these 
cyolee . Erratic 1110-nta 111114 and ehall&ea ot direction intrequent. No 
aeaeonal. A alight 4etect in the record is the 15 1110nthe lag et one re• 
vival - that in Decelliber 1900. Range of timiD(! , ·12 to +6. 

Average hours wol'ked, all -ce earners 

Anrage lead 4 montha. 'Dir .. leeds, no laaa, one coincidenoe. Til:I1QS 
1'8Ilge IIIOderata, -7 to 0. ODe-to-one correapolldence. Erratic moT&III&U 
aU4; Chances i ll d i recUon relathwl:y inhwql*tt. Seuollal alight . 

259 
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det~t ot the record 1a iU brertt7, oal7 3 c101ee. 

Bclc e laarin8e outside New Toztt 

LO~ aeries, 13 c7claa. One-to-one eorreipODdaoce, AYere&e lead 4 
JDQAt.b&o .!lenn leada , One las , three C01DCideDCa8, SeaaoD&l ~1 e.o4 
rather steble . Erratic IIOo-nta .adereta and eb&o& .. in 41reot1on 
rather t:requent . Cbiet IIDCertaint)' liee in the teet that 4 out ct llj 
otteerntiona are not leada. Bo.o&e ot timoc, -11 to -t4, 

Index ot industrial production, hder.l Ruern Board 

Averaae lead 3 months, J'our leads, no lase, one coincidence. ODe-to­
one corNspondence. :lrretic monmenta ldld, c baD&ae ot direction infre­
quent. Reliable indicator; but leaeaned in Yalua b7 the abort aYere&e 
lead, the one c oinc idee a and the brert t7 ot the record, 

noor apace ot industrial bUi1d1oc contracts 

llore closel)' int"8rated in time with buainaaa c)'Claa than 8D7 other con­
etruetion series. Anraae lead 3 IIODtba. Four leads , no las, one 
coincidence, Erratic monmente mld but reYaraale t:requent. Seaaonal1t7 
pronounced and unstable, HowaYar, r1aa traD cyclical troughs is nr)' 
sharp , Principal detects ere that the record covers onl)' tour cycles and 
that tbe aYeraae leads are abort , 

Pig-iron production 

Covers 15 cycles , IIISintaininc one-to-one correspOndence thloughout. 
Anrege lead 3 oonthe. Tweln leads , one las , three cotncidenc ... 
Erratic movements lllild and che.Dges ot direcUon intrequent. Seeeonal 
small and tolerabl)' stable. Principal detect 1e that the one las e.o4 
throe coincidences han all occurred since 1914. 

Steel-ingot production 

Rocord aborter than p18 iron (9 cycles c'*"ared w1 th 15). One-to-one 
correspondence , Anraae lead 3 months. !18ht leads, one las , one co­
incidence. Bo.oge -a to +6 . Erratic JDOY-nta e.:..tlbat more inteDH, 
Changes in direction more frequent and eaeeonal1t7 letaer, than in Pi8 
i i'On , Cbiet edftlltase onr pi& iron is that the tendeocr to lead ia 
elightl)' more prcnoUDCed in recent c7c1ea. 

To the ebon ltat - add a taw aeries that han abort ewrese 
leads or 110 leads, but tbat show notabl7 narrow :re.npa i .n their tiaioc, e.o4 
are •aluable on that account, 

American Telephone and Telasraph C<liiiPSD7' a 1D4u ot B\181Deas Aeti rt tr 

Cove.re 15 crclu, aillta1111DC one- to-one correapoodance. Awresa had 
2 a:onthe; eight leeds, one las, eenn coincidences. TUiins ran&•, -8 to 
• l. Erratic .,_11ta lll.ld, ...s chlmcea ot clireotlon w17 intrequallt , 
AYerese tt.S.ns at NCaaalona o; but ran&• -h wider than at rertftla , 
-16 to •9. Regraded Unclassified
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Standard Statistics C~ Illdex or Produotion 

Average lead 1 month; two lee4e, one l ee, an4 two coincidences. '1'1m1D8 
ran&& -6 to .. 1. A reliable indicator since 1919, the period to tlbich 
our analysis ie contined. lrnatic 110-ts lllld , CllaDSee in direction 
1eas frequent thaR in hderal Reeene Board iadex ot production or in 
the A. T. & T. iodex or hualneae. Aftr.ca tillln& u receeeione o; 
rftll8e -1 to +1. 

Department stores ealu 

Average lead 1 moDth; two leads , one lag, two coincidences. One-to-one 
correspondence . All 5 turns oceur within 3 months or reference reYinla. 
Seasonality large end chaDSine , but tbe ChBDSee are fairly continuous. 
Erratic movements mild , but ChaDSes in direction frequent. Avel'DI!e timiDS 
et recessions: lee or 4 months, wi th a rBDSe tl'Clal o to +6. A highly con­
sistent indicator; but co..ere only 4 cycles. 

hctoty ecplo,_nt total , Bureau ot Labor Statistics 
,. 

T11111DS rBDSS Tety narrow, -2 to +1. Two leads, two lags, two coinoid.encea; 
enrage timine 0. One- to-one correspondence. lrnatic movements 111ld, 
changes in direction emeptionelly intreq.,ent. One or the moat consistent 
indicators or renTal. Timine a t receeeiona leas consistent then at re­
vivals . Chief 111111tation ' is brertty or the record which covers 5 cycles , 

SeTeral other ....,loyment or payroll indexes in Table 2 are almost or 
quito as consistent ae the series named; but tllsy coTer 4 cycles i.netead 
ot 5. 1Je ..y note how.,.er tbet the t11111DS ot tactory emplo,_nt in the 
cachlnety group ie eliptly ""'" consistent than that of the B.L.S. eeriu 
tor total employment at rertTals an4 1:11ch more conaiatent at recessions. 
Rllnreals or direction in mechinety employment are nen lese frequent 
than In total employment. 

While we regard the series listed in this aection as more tr~>et­

wortby indicator s or cyclical rert Tals than the other aeries in Table 2, we 
thlalt that it is wiae to test jud6J:Ients based upon the aborter lis t by see­
ill& whe ther they are contirlllld by study or the longer list. 

ProbablJ there are good buaineaa indicators - the aeri•• 
earned by the SUn!y ot Curl'BIIt Business and other hderal publications 
that we hen not analysed bacauae t1>ey coTBr only two cycles ae yet, or tor 
other reasons. 1\ldcllenta regarding their probable ftllMI a18t be baaed on 
Criteria other than eoneUt&oy ot past pertor-.nce. 

VI 

The Probl8118 or •Double BottOID8 ' 

s. .... ral or the depreaaione ot wiiJ.oh .. be'l'e fair atstletioal 
lalowleclge Show two tl'O\IIha about equellf loor aepareted bT a 111ld upturn. • A 
actable instance 1e the lateat Aa8rlcen depreaaioo wll.lch had a ti'OQill about 
1lll7 1932, a aube\anUal ll!PWDI 111 tile aut-, a relapae 1n the winter, an4 
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a ne• low point in llarcb 1933, Wbiob we tate to be tbe trou&b qt the cycle. A lara• proportion ot the -t truatwortby 1J141catora ot 'lll>aiuaa colldiUona participated ln tbe e.bortha \lPturn of tbe autlall qf 19~ aD4 in tba relapse tb.a t tollowe4. 

To tba beat ot our mowled&e tbare u no certain .., ot telling at tbe t11118 \ t besina * •tber u incipient re•1ftl will eutfer a rtlepse or dnelop i.nto e cycUcal expaneion. A ..., who uaea 1ntell1genUJ such a list or aeriea aa we ban dran up should be able to determine rttber pl'QIIPtlY when general bu&1Ae88 acU•HJ baa ceased to abrillk ud has begun to axpe.lld esa1n. If he •relJ atatee _, baa occurred to data, he is likely to be right. But it be maltaa a ju4gment about the near tuture by supposing that recent mo-te will keep tbe - direotion or that put sequences will repeat tbemaelYea, be &Dtera t he uncerta1p rea~ ot toreeaat1ng. 

'!'be occasions are trequent whetl speculation about tbe future course ot buaiuaa ie demanded by pressing present needa. 'l'boae wboee hard duty It Is to cata these gueaaee bue the beat cbe.Dce ot being ISilbatent1allJ right it tbay combine ualyaia of current bua ineaa t1'8!>4e w1 tb some mowle4ge ot the past blatory ot buaineaa cycles , aucb 1Dfollllllt1on as 1a n allable coocern1ng tbe probable atreot of Important fac tors arising outside t he realm ct business, aD4 a tim determination not to let their hopes and tears color their Judgmen te 110re than 1a inert table. 

Yours respocttul1y , 

haley c. IU to bell 

Arthur r. Burna 
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ll!liORANDUll OF OONJ'J:RENCE 'triTB TI!J: PR!Sllllli'l' , 
D:!:C!!All!ll 10 , 1937, .l1'l'DDED BY SECRJ:'r.ART 
I.'ORG!l."l'l!AU, lmSSIIS. IIOllGHTON, VINSOI .&liD 

IIAGILL. 

., 

Wr. Doughten requested a conference with the Pres ident in order 

to obtain his vie"' respecting the modification• i n the undiatri­

buted prof1 to t ax tentat1 ve).y auaed to by the Ia¥• and Ileana SU'b­

cot&ll ttee; and the auueated atreDgthen.ing of the proY1aiono ot the 

l aw ! or t axing lArge corporation• which accumulate unreasonable eur­

uluaea. Colonel llclntyre informed -:r office of the appointment and 

aolced ~:e to attend. I t hereupon &d'l'i oed the Secreter;y. 

Wr . Vinoon expl&ined that t he 20-16 plan for taxing corporation• 

w1 tb i ncoaeo of 110re t han $25,000 was adopted by ths SUbcoiiiiDi ttee i n 

order to forestall the political affect of the Republican caucus 

scheduled for the aft ernoon of the da:r on which the SUbco=i ttee 

acted. l!e explained that he t hought the pr opoeed tu was the beat 

which could be secured under t he eirCU.Ilotancee. l!e eaid that t l:e 

Tr easury had cooperated with ths Goomittee and ita experte at all 

tl~•• on thia and other pr opoaala but that t he Treasury had not 

approved theae portieular .oditieations of the undietributed pro!ita 

tax. :Following t hio action by the GoaDittee the !reaaur:r and the 

Gomi t t ee uperte h&d be en worki ng on providono to apply to large 

l nduatrial coapaniee which aecumulate unreasonable surpluoea. The 

i ntent ion waa t o work out pro'l'ioiona ohdlar to Section 351 which 

Ia applicable to personal hol ding companies: that is, to proYide 

objective teats of corporation• which would tall under the proposed 

addi Uolllll tu. The tentative propoaala would be 8,pplicabla to cor­

poration• with more than $50, 000 net i ncone , which diotr ibuted leoo 

than 50 percent of their earni ng• and whose stock io closely held. 

A slidi ng ocale had been proposed whereby if 50 percent of the cor­

porate stock is owned by one etockholder, and the other conditions 

aro eatiafied, the corporation would !all under t he new proY1o1ono; 

or if two otoekholdere owned 53 percent, three owned 56 percent and 

so on up to ten owni ng 7i' percent. 

The Preoident replisd that t he propoeed treat•ent would not 

catch all or t ho corporatiollll at which he wao ai•ing in his 1936 

ce01age. Be thou&bt a $50,000 axiiiJ)tiOn waa r ather hicb and that 

control o! large corpor&tiona was often veeted in stockholders wbo 

controlled leoa than 50 percent. Be suueeted the du Pont Gor:~pan;y 

and Oul! 011 in this connection. I said the ai.ni.Jrull Dlt 1nco111 
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.U,;)It Nl lo•.ared rron $50,000 to $llo ,ooo. l.lr. Vinaon expressed 
Ilia w1ll111$11BU to reduce the l">'luis\te number ot controlliD8 
otool!:t,olders tr<llll ten to five and to eubjoot the corporation to 
the 1•ropoecd treatment 1t tin or ten etockbolders controlled 
~l p~rcont or til-l stock . He eusgeated tbnt tb" eo-called tamil;r 
rul• ~1~ht be applied to the proposod now provision although 
~~•ro wur~ some difficulties in t ho corporations ascertaining 
tte t~ly connoctiona or ite stockholders and also i~ the 
':'runaur!" • n<lnini!lter1ng such a provllion, 

I n ..-eeponse to a ques tion o.o to t bP rropoaed rates !Jr . Vinson 
sold h t!loUGht tl:;at the additional tax plus the tax provided in 
t'l• 20-16 plan should total an effective roto eppro:d.:lat1ng that 
in the :-resent und istributed prot1t!l tax 1"" but so-oew!Jat bss. 
:.e sftld that tbo top effective rete at present ot tbo cc.nbined 
cm;:or'ltlon nor::lt'.l tax and undistributed profits tax is a little 
owr 3:? p~reent . He t hoUGht the !r.axilm.l'l total rate under tile new 
lropoaalo shoul d l>e 30 to 3 2 J)8reont. I told the !'resident that 
tho drertC~:~~n bad calculated tbat the additional tax rate should 
b<t about 20 'i")rce!lt on tile net income reduced by tues, liberty 
bond interest , d ividende paid, and other credits , 

t:r . Vinson calbd attention to tho olone vote in tho House. 
on the motion to recommit the term bill and said t hat he was daal­
ine with a dif~ieult situation as beat he could. 

Th!l ~sident said in substsn~o thet tile Canitt.,e .Jlould 
proceed to work out as beat they oould too rlM l!lr . Vinson had 
outH nod , nth a view to t:lBot!.ne as ""ll es possible tile abuses 
<\oa:ribed 1~ hie tax ansa!!" of 1936• The President expres!IBd no 
ru-•.ter d iaappro'nll of th!l ro-16 plen oo th10t the undentanding 1a 
t hat the President 1s llilling ror t"a C01112ittee to proceed llith 
tho "odirications of tile undistributed profits tax as outlined at · 

thls contere~ce . 

Tr• President asked ..,et bad happened "ith l">apact to the taxa­
tion of t ile interest on te.x exempt bondS. L!r . Vinson SAid that 
the CO<T!i t tee bad waited ror tho decision or tile Supre""' Court in 
th~ DraTo caee but that the dao181on ""'a not helpful on this !)8r­

t1culnr roint. Mr. Vinson said tllftt tha decision of the majority 
1ndicnted that the Chief J'ustice bad wentod to confine himself 
c1caely to the qu~stlon or the taxability by a state of tbe grou 
recairtc or an independent contractor workin6 on government con­
tracts , Be oeid aoliiiS or the dicta in tho oue indicated that tbo 
C001rt still held to its old view that the inte1'6st on state end 
..un1o1pal bonds could not be taxed by the :Federal Gover~nt. 
Consequently , tbo Subcotnittsa bed deoidSd not to rec(IIK'ISnd a 
statutory oh~ 1n t!!i.S resreot . 1'be Pruident asked how it would 
be ror bl.m to send a mssaa- to Conrre .. attar tbe first of t he 
:1'11'1%' poinUno out tile ,.8 t t!CC\Dllation of tax enept oecuritiea 
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and ure1Da that the situation be corrected either by constitu­
t i onftl anen~nt or by statute; that the Gl~es propoS&l was a 
pocaible solution end a good many la~ra thought that it would 
be YalH , The me 3sege would 111110 poi.nt out the tact that a 
oons ti t ut1onal emendment ~ • wry slow way or making th~ change , 
1 said 1 hoped the President would send aucb a neaaage , 

M the conf erence broke up J.!r . Dousbton said that he thought 
the Suboo:mn1 ttee ouc:bt not to attempt to pass legisletton a t th1a 
t11>11 upon suob CCI!ltrovaraial quut1ons as CCIIlDW!ity property and 
J'1!'e•n tage depletion , '!'be Presi dent prO!IIl>tlY agreed that theaa 
"'ltters DOed not bG proposed or put into the tax bill un1er tbe 
o lrcu::s.stanees . 

Th• ocnte rence lasted fl'om about ~~ ro uz:t11 about ~~ 1!5. 
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TREASURY DEPA~ENT 

INTIIft O,.rtCII COMMU NICAT •ON 

DATO 

,. llrs. Klotx 
Dec..ber ll, 193?. 

·- llr. White ~ 
SUb,.ct: Secretary• a propoaal !or the record. 

The Secretary expressed the view that the aerioua econondc 
dittieulties contrcnting several of the Latin American countries were 
causing some of th .. to tun> !or assistance to the fascist countries 
ea&er to deal nth Latin .lllerican countries on the basis of arrange­
IDI!nts not possible nth the United States . The resultant strengthen­
ing of trade and financial relations between sooe Lati.D .lllerican 
countries and 0el'lll&ll11 I tal;r and Japan 1a an illportant !actor teDd1n& 
to drive those Latin .lllerican countries into fascist programs and 
practices. 

The Secretary proposed thatr-1! the gove,_nts of those countries 
could be stimul.ated to ask !or o>ur cooperation in seeking a s ound 
solution--a careful and exhauetin eurvey of the Cuban and lo!exican 
situation could be made nth a view' to ascertaining whether it 11118ht 
be possible to help them reorganize their !inancaa eo that the credit 
of those countries would be aufficien~ re-established to promote a 
sounder econolllic situation in those countries and thereby a strengthen­
ing of dcocratic tendencies in Latin .lJierica. 

He thouant it s18ht be preferable to begin nth Cuba, aa it 
presented a lese caaplex problea than did that of lo!exico. 
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Sunday, December 12, 19~7 

I told Jeaee Jonee I would like to return to 
111m t he l etter which he had left w1 th me aek1~ whether 
he could sell his own securities and that I did not 
want to do a nything about it until we got legislation 
to fix up his balance sheet, and he agreed to it. I 
am to return hie letter to him, whioh Bell has. Jeeee 
Jones wants t o see me Tuesday. 

Taylor was up to see me with a press release 
on t h• Hungari an debt . They are going to pay ue eolle­
th1ng on their debt and I approved it and Taylor called 
the Secretary ot State and told Feie it was o.x. 
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FOR BJT."!ASJ, IIORUIIIG l!!liSPAPERS, 
llondq, Dec..,ber 13, 1937. 
12/11 37. 

Press Service 
!lo. 11-94 

,.l 

Secretary of the Treasury Worgenthau announced t oday that on lnet 

Saturday United Statea Sav1nge llonda cash aalea paeaed tho billion dollar 

mark. This billion 1nvoatment represents a anlo of approximately 4,500,000 

bond units, which wore purehaaed by nbout 1,200,000 people. 

!!'he netunl caah ealoe to that date u.ounted to $1,000,566,181.95. .U 

United States Savinga llonda are oold on a dlacount basta, and mature a t tho 

end or teo yeara for 33--1/'3 per ce.'lt more than their purchase prlco, thio 

eele , expr essed In maturity value , acounts to $1,3'34,088,242. 60, or a daily 

average maturity value aalo of $1,571,364. 24 for encb of tho 850 buainoea 

dr~a. which have olapaod since !larch 1, 1935, woen those bonds were rtrat 

off er ed, 

!l'bo annual aale or Savings llonda bee atolldlly incr eased. !l'bo IUOI 

for the ten-month porlod in which theso bonde wore oold in 1935 amounted to 

$259,000,824.77 , maturity value ; in 19'36. $473,515 ,140.78, ond to thia date 

In 1937, $601,572,277.05 • 

.Approximately 120,000 individual innatorl purehaae Saving• llonda 

on the aTorage eneb =onth. II&IIJ' thouaandl or thoae are regular purcha81ra. 

• he hen adopted the Regular Purchase Pll!ll otterod b;r the Treoaul)' Departcent 

for ayste!OAtic aaving through tho purchase qf Savlllfl llonda eneh coontb, each 

week, or at other 1ntorvola o! their chalco. Approximately 30,000 new in-

veatora buy thoao bonde oach month. 
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It ia peraiaaible under the law authori•inc Uni t ed Stot ea Sevinca 

Bonta thet $10,000 (but not "'ro thnn $10 ,000) C&turi ty valuo, houed cluritW 

Nl:f one C<'lonc!.r:r 18r.r (Jnnuar7 l to Doeo::~bor 31) ::1117 be held b7 M¥ ono peraon • 

.An nd~ltie!Uil $10 , 000 , coturity value , i11uod durin& each or f'ZJ:T tubaoqucnt 

e•lcn~ar year ony be 10 hold . 

Anr.lyois of arlo a of Savings Bonde ahow thio yeN', as i n provioue 

years since tho so bond a have been on aalo , that thousmda of invaetora aa 

the en~ of yc•.r approachee, are applylnc a t tho poet offices thro\lll>Out tho 

country, or by ll811 to tho Treasurer o! the United Stntes ane t he J'odoml 

Reserve Ba.nks ! or purehAaee of Savings Bonil.a which will bring their rupoctive 

holcl!nge to t he pero1ee1ble $10 , 000 , loge.l 111!11t, for tho pr eeont cl\londe:r 

yoor. A largo nUI!Ibar of investors hove bought the nnnunl per l!liaeiblo ooxiCUI!I 

for oo.ch of the throo yoan that Snvinga Bo~a have beEn en srle nnd now own 

a totol of $30,000 , caturity valuo, o! thoao bolide . 

~e Sta t e o! Illinois 1a , Md he a boon all!loat constl'.ntly, the ler41nc 

State , bo t h in t ho t!l!lount or sales t.nd tho nucbor of bonds bought. Atti\Ched 

nre tnbul~tlona ~! ealoe by at ntos ~nd lo~ding cltiea, arra.~d in tho o~er 

ot tho r~ount s aold, !ron tho betinning o! the e•le of bonds on knrob 1 , 1935, 

thr ough Oct ober, 1937, 

~ attached che.rta graphically 1)reoent tho total• ~o tbo 'becinninc 

•t the aale of Snwinca Bandt. on llarch 1, 1935, tb.rougb October 3ht o! t hia 

?ON' 1\cco~ng t o tba denooinl\tiona of bonda purchl\aed, tbe t 7Poa of in'OOatora 

buying, nnd the oaloa according to popull\tion in the cotropolito.n elUoa, 

loaaor eitiee, vlllngea and rurol ~rica. 
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It will be no ted froa thoao gr opha that t ho $100 , D!lturity nluo , 
bond 1a tho coat popular Md account a f or 30.34 por cont of tho total alllo 
to ~te. Tho $25 bond i a noxt wi th 23.48 por cent, then t ho $1,000 unit 
with 18.48 por eont , the $50 unit with 18.39 per cent M! tho $500 unit 
with 9.31 por cont in tho orde r naaed. llore t han 50 per cent of the tot11l 
noount , ezpreaaod in doll nra , of bonda bought oro in denocinati ona of over 
$100, but over 85 per cent of the purchAsore oro in the a r oups 1Ju¥iDG $25, 
$50 ~ $100 un1 ta. 

Xhoae gr~~pha 1\lao allow that cppr oxi:vttuly 85 per cont of the bonda 
purcbll.aod oro bought by indi vidUIIla, 9. 71 por cont by bnnka, nnd the rG:leiDI.or 
by corpor ntiona, aaaociati ona , fidueinriea , otc. Tho aost popular r ogistr o­
ti.on h in t he nr::ee of two people, uaually can tu>d rife, aa co-ownor a , nnd 
nccounts for 33. 42 por cont of the anle, while 21 . 21 per cent of the bonda 
sold to ddo no r~iltorod in tho individual ntli:IOS of non Md 16,42 po r eeat 
in tho !k~oa of woaon • 

.!.a to population groupe, theao gr..pha allow t hnt the aetropoli t on 
cities of 100,000 and ovor nccount for 44.54 por cent of tho salo, cities of 
25,000 to 100,000, 13.91 por cent , 10 ,000 to 25,000 population, 10.21 per 
cent, 5 ,000 t o 10,000, 7.?0 per cont, tho roaainin& 23. 64 per cent going t o 
the villa&•• M4 rural J.oori ca. 

The ownership of S11vinga Bollda by 1\ppr oxicat oly 1,200,000 people DMico 
thoao bonda ao tho aoat widely held aingla securi ty in the United St ntoa. 
Although n Sarinca Bolld O«f bo ~odoODod nt ~ny tiD& lifter 60 dqo !roc ito 
iasuo dat e, ovor 9~ of tho t otal coney recoived for t ho purcheoo of t hooe 
bonda reonins thuo invoatod. 

- oOo-
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UNITED STATES SAVINGS BONDS SALES 
MARett 1, 1935 THROUGH OCTOBER 31, 1937 

STATES 

ILLINOIS 
NEW YORK 
PE,..SYLVANIA 
OHIO 
MI~SOTA 
IOWA 
MISSOURI 
CALIFORNIA 
MICHIGAN 
TEXAS 
WISCONSIN 
INDIANA 
DIST Of COL 
KANSAS 
NEBRASKA 
NEW JERSEY 
MASSACHUSETTS 
WASHINGTON 
OKLAH<I.IA 
COLORADO 
KENTUCKY 
NORTH CAROLINA 
OREGON 
VIRGINIA 
MARYLAND 
TENNESSEE 
MONTANA 
fLORIDA 
WEST VIRGINIA 
G£0ROIA 
LOUIS IANA 
NORTH DAKOTA 
MISSISSIPPI 
ARKANSAS 
SOUTH DAKiiTA 
ALA8MlA 
CONNECT I CUT 
SOUTH CAROLINA 
MAINE 
IDAHO 
WYOMING 
Ill. I ZONA 
UTAH 
NEW MEXICO 
RHODE I SI..AND 
NEW HNoi'SHIRE 
VERMONT 
NEVADA 
DELAWARE 

SU8 TOTAL 
POSSESSIONS 
fORE ION 

ORAND TOTAL 

MATUR ITY 

I ~2.267,925 
96,221,625 
76,495.000 
74,274.200 
61,687.~75 
57,554.925 
57,126,850 
56,757,275 
54.549.~75 
49.~91,275 
45,024.000 
44.~60,650 
4Z.04Z.000 
41,504.750 
~0.555.200 
26,~01,775 
26, I 07.~50 
21,5~5.:525 
21,438,975 
18,497,250 
16,868.975 
15,472.275 
15,150,950 
14.676.575 
I 4.2 I Z.200 
13, I 80,325 
I 2.877,550 
I Z. 773,950 
12.658.550 
IZ.I 61,550 
10,812.700 
I 0,230,675 

9,640.975 
9.349,450 
9. I 08.650 
9,097,075 
7,20Z.A25 
6,6111,075 
5,231,625 
3,940,950 
:5,579,575 
3.293,550 
3,266, I 00 
3,042.000 
3,0 t .. 750 
2.680.575 
Z.6t6.025 
1,579,850 
I, I t 1,650 

1,279,205.675 
2.125.200 
1,265,275 

I.Z8Z.596.150 
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~ITEO STATES SAYINOS BOt.DS SALES 

MARCH 1. 1935 THROUGH OCTOBE~ 31E l93T 
SALES AT FIFTY LARGEST OFF IC S 

OFFICf:S MATURITY 

CHICAGO ILL 66,693,.62!1 
NEW YOftK N Y !19,980.200 
IIASHINOTON 0 C 2!1,098,550 
DETRO IT loll Cti 2a.o!1a,3oo 
MINNEAPOLIS Ul~ 1 9,06 .. 22!1 
PHILADELPHIA PA 11,901,850 
ST LOU IS UO 11,766.300 
UILirAUKEE WIS 11,421,425 
ct.EVELAN> OHIO 16,1 49,200 
LOS ANGELES CAL 1 .. 708,900 
KANSAS CITY UO 13,927,325 
BOSTON t.IASS 13,780,925 
PITTSBURGH PA 1 1,355,825 
ST PAUL UINN I 0.406,950 
DENVER COLO I 0,25 .. 450 
BALTIUORE UO 9,146,500 
PORTLAN> ORE 8,279,275 
OUAHA NEB 1,24 .. 700 
CINC INNATI OHIO 1,230.050 
SEATTLE WASH 7,91Z.025 

• INDIANAPOLIS IND 7,685,42! 
SAN FRANCISCO CAL 7,653,800 
DES MOINES I OWA 5,941,250 
DALLAS TEXAS 5,513,575 
LOU ISVILLE KY 5,409,1 75 
COLI.Joi8US OH I 0 .. 970,425 
NEW ORLEANS LA 4,61 3, 700 
HOUSTON TEXAS .. 55Z.975 
TOLEDO OHIO ._26Z.OOO 
NEWARK N J 4,205,775 
DAYTON OHI O S.9t 9,575 
UD.IPHI S TE~ 3,824,700 
BUFFALO N Y 3,497,850 
ATLANTA aA 3,329,250 
RI CHIAOND VA Z.953, 175 
OKLAHOUA CI TY OKLA Z.66Z. 1 Z5 
OAKLAKl CAL Z.388,450 
FORT WORTH TEXAS Z.Z40,475 
AKRON OHIO Z.1 6Z.975 
JERSEY CI TY N J Z.1 2 3.325 
ROCHESTER N Y Z.03!1,675 
PROY I OENCE R I 1,79Z.525 
NE1r HAYEN C~ 1,397,975 
HARR I S8URG PA 1,3sa,ooo 
SYRACUSE N Y 1,S25,4Z5 
NASHVILLE T~ 1.Z5S.075 
HARTFORD CONN 1,089,200 
ALBANY N Y 1,061,475 
SPRINGFIELD OH IO 536,350 

TOTAL 477, 1 27,3 o o 
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-· 1, ,,, ~· -- "' ,,, 
IIIOOUIIIG tO 10• D-hnlll 

tts.oo nzu 
1,014,,1, - ,,, .,_ 

tso.oo n~t• 
1.,,, ., - 11,,_ 

n-.oo nns 
154,110 - 11 • ..-

1&.1 IILLUII aTU, GKI&r 
I.PO. W4tt011 IIC!IOII, 
•oo• u , nc.ua.T ...... 

u oo.oo nus 
4)0,SU - ,,,1jl 

IITIIIOI or &lfiiCI IOIDI 
ft&ll_., DII'AIINI!t 

u oo.oo Vllltl 
1,40t,tt, • • ,o., .. 
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LUS taa 2,500 
tt01,t71,,, 
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JA•s III.I.W DTAI, OIIIP 
nra~~MAnoa SIGftOI, 
aco .. u, nua._y a1.11. 

lllftD at&ta a&YI- K•a Ul.ll 

-• &, ''" na-• ootoaa "• ''" &0001111 .. to Pon&.&tiOI 

100,000 dD on& .56,.7 .. ,,, 
"·5411 

DIYUIOI Of un- IODI 
tu.u.Ticr.uman 

10,000 to 25,000 
U,o,S7',S7S 

IO.Ujl 

15,000 to too,ooo 
""·''7.550 
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TREASURY DEPARTMENT 

INT&" O~C& COMMUNICATION 

Secretary Uorgenthau 
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The Cotton Situation 

SU!!!!1!a.rY 

276 

•••• December 13, 

Cotton pri ces held their ground this week desuite a half­
adllion bale increase in the offi cial estimate of the crop. 
(Chart 1) . Although the estimate of 1~,7~6 , 000 bales was con­
siderably above expectations, the size of the crop had appar­
ently been so thoroughlY discounted that prices rose iiDI'IIediately 
after the report. 

A decided spurt in cotton goods buying in the Worth Street 
wholesale market this week, at slightly hi gher prices, has tended 
to confirm reports that inventories of fini shed goods have in 
many oases been allowed to run too low. There has been no 
heavy buying of cott on textiles i n nearly nine months. 

Having declined to the low levels of early 1936, cotton 
mill activity shows some signs of becoming stabili zed, the 
seasonally adJusted New York Times index having held for more 
than a month within the range of 105 t o 111. (Chart 2). Sales 
of goods by m11ls, with t he exception of the past week, have 
continued below production however, wh1oh suggests the possi­
bility of some turther curtailment in production during the 
next six weeks. The recent tendency toward stabilization, with 
the revival in textile buying, encourage our belief 1n an upturn 
in mill a ctivity after January. 

Cotton exports (Table 1) bold above last yee.r, with mate­
rially increased takings of American cotton by Great Britain, 
Germany, and several other countries offsetting the severe reduc­
tion in exports to Japan. 

The amount of cotton going into the 9-oent loan stoolts ie 
increasing rauidly, ~.ooo bales having been pledged under the 
loan last week. Tb1s bas been one factor contributing to the 
stability of prices. The price of middling cotton is about a 
cent below t he loan price, the 10- market average on FridaY being 
g.09 cents. 
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Table 1 277 
_/ 

cotton exports from the United States by countries or 
destination, August 1 through December 10, 1937, 

with comparable data ror 1936 !/ 

1937 1936 

Great Brita in 90~,899 529, 6~7 
Germany ~11, 264 ~60, 0 9 
France 79, 191 14, 329 
Italy 255.118 1~3,107 
Canada 12l, 647 1 8, 792 
Poland 11 1661 86,020 
Japan 111, 5~ 7~, 056 
Bel~m 99, ~U 67,11~ 
Hol d g2, 51,~6 
Indi a 6o,914 3,6oo 
Sweden ~5. g75 39.,2lg 
Denmark ~2 , gl7 2b,Ol1 
China 1 , ~9 13,1~ 
Others 9, 91 ~11 18Z 

2, 895, 269 2,616,758 

Souroe: New York Cot ton Exchange 

1( Includes 9g, ooo bales or linters i n 1937 and 93,000 
bales in 1936. 
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•••• Dece!:lber 13, 1937 

Underlying strength in the cotton situation was demonstra ted 
this week when cotton prices rose instead of declining after t he 
o~~icial crop estimate showed the cotton crop substantially 
larb~r than had bean expected. Price s for raw cotton have been 
gradually i mproving since early in November. (Chart 1.) 

Sales of cotton goods this week exceeded production for the 
first time in six weeks, and increased to the l argest volume 
einoa last March, a ccording to trade r eports. This upturn in 
buying tends to confirm earlier reports that inventories of goode 
in many oases had been allowed to run t oo low during ~~e nine 
months in whioh new buying has been light. 

Having decl i ned to the low levels of early 1936, cotton mill 
activity shows some signs of becoming st abi l ized, t he seasonally 
adJusted New York Times index having held for more than a mont h 
o.ithin the r ange of 105 to 111. (Chart 2.) Sales of goods by 
~lls, with the exception of t he past week, have continued below 
p~oduotion, however, which suggests t he possibility of some 
further curtailment in producti on during the next six weeks. The 
recent tendency t oward stabilization, with t he r evival in textile 
buying, encourages our belief in an upturn in mill activit y after 
Jenuery. 

Cotton exports (Table l) hol d above last year, wi th materi­
ally increased takings of American cotton by Great Britain, 
Germany, and several other countries offse tting th~ severe reduc­
tion in export s to Japan . 

The amount of cotton going into t he 9-cent loan stocks is 
increasing rapidly, 4oo,ooo bales having been pledged under the 
loan last weak. This has bean one factor contributing t o the 
stability of prices. The price of middling cotton is about one 
cent a pound below t h e l oan price, t he 10-market average on Fri­
day being $.09 cents. 
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( seor~tsry Morgenthau - 2 

?ricRs show strong undertone. 

~he strength displayed by the cotton market t his week, when 
it opened at higher prices after publication or a Government crop 
estimate considerably above trade expect ations, seems to indicate 
that t he crop hed been fully di scounted in the previous pri ce de­
cline. Buyers 1n both the raw cotton market and in the cotton 
goods market were apparently awaiting the removal or uncert ainty 
over the crop estimate to re-enter the market on the buying side. 
;'pctors pointing t o an i mpr oving price trend f or cotton are: 
(1) The effect of the Government loan in removing surplus cotton 
fro~ lm~ediate market channels. (2) The prospect of a reduction 
in t~creage next year, with a pr obabil1 ty that t he average yield 
in 193g will be substantially lower than this year's record 
figure . (J) Decreasing hedge pressure from now on, and an in­
cree.ainp; proportion of hedge buying as merchants dispose or-their-......... 
spot cotton . (4) The prospect of an increase in mill buying during 
the spring and summer of 193g . 

Goods buy in;:: increases. 

The first i mportant up turn in textile buying since last March 
was seen tble week in the Worth Street wholesale market , wi th 
orders reported t o have been placed for 4o to 50 million ya rds of 
print cloths and gray goods. The buying was done entirely by 
l P::'te fin ishers and converters, who are ba re of stocks, according 
to reports . Buyers for the l arge mail order companies, who have 
been out or t he market for months, are i nquiring for goods, and 
commissi on houses expeot t hem to begin buyi ng next week. I t is 
r eport ed t hat t hese companies have been working for some t ime t o 
get stocks as low as possi ble, and since retail sales have been 
fe i rly good, t heir inventories are believed t o have been materi­
ally out. Industrial users of cotton goods, such as t he aut o­
mobile companies, have not ye t entered the market. 

Government buying helping textiles . 

Tangible r esults of t he Administration' s move t o advance 
Governm~nt buying seem to be showing up in the cotton goods mar­
ket, Judging from comments in the Journal of Commerce. It i s 
mentioned that the Relief Administration has bought millions ot 
Y~rds or cott on goods t his month, nnd intends to buy more before 
the turn of the yee.r. The Uavy also i s said to be shaping up 
contracts t hat will take a lot ot s tock goods out or the market, 
and •:ill a lso a i d some mills in starting additional machinery· 

-
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:.:111 act1v1ty shows more stability . 

Cotton mill activity (Ohnrt 2), on a seasonally adjusted basis, 
h"s hol d very steady s ince the latter par t of October, following 
its decline t o around t he low level s of earl y 1936. The range 
durinp: t he past six weeks, as measured by t he tlew York Times index 
of nill activi t y, has been between 105 and 111. Cotton textile 
activity i n early 1936 was unduly low because of a genera l belief 
t h• t cotton prices v:ere on the verge of a seri ous decline as a 
result of the Supreme Court decision against compulsory crop con­
trol. The r ecent st nbility may not be entirely ma.1ntained during 
December and January, s ince sales by mills have until this week 
continued below production, but in connection with this week ' s 
ru1nrp increase in sales i t encourages our beli ef that an 1mprove­
oent in th~ cotton i ndustry is likely to ooour ~lortly . 

Cott on exports contin~ ab£ve lact rear. 

The exports of cotton for t he current weak , t ot aling 210 , 000 
brlea, CO!:!!'nre r;ith 174,000 be.le s for t he same week l ast year. 
1. co. nari son of our exports thi s season by count1•ie s ot destina­
tion,' ahown 1n Tabl e l, brins s out the fe.c t t hat t he severe reduc­
t i on 1n te~ings by J apan has been ~ore t han made up by ma rked 
increases i n takin&s by pr actical l y nl l other i mportant countries. 
~x,orts from August l throueh Dece~~er 10 t otal 2,g95,000 bales , 
versus 2, 617,000 bal es for ~~~ same period lRst yee.r. It i s note­
worthy t hat Germany hns moved into second pl'.oe e s a buyer of 
American cotton. 

Do8esti c mill takings lower. 

Pointing toward t he probability ot some further curtailment 
in domestic mil l activity during the next few weeks in advance 
or a general improvement, t he forwardings ot cotton t o mill e in 
this country during t he current week declined t o 116,000 bales . 
as corn~ered with 160,000 bales last week. Foreign mills, on the 
other hand, increased t heir takings ot American cotton to 152,000 
bales from t he previous week's total of llg,ooo. 

Cott on r api dly moving into loan s~ooks . 

The Commodity Credit Corporation reports that cotton loans 
hP.d been me.de on 3, 4-7S, 022 bales of the 1937 crop through 
December 9, reprosenting an increase of 400,000 bales during t he 
weak. Thie oonrpures with an increase ot 4}0, 000 bales during the 
preceding week. The rapid movement ot cotton into the loan s t ocks 
has been one factor of strength in the market. The current mar­
ke t price i s nearly a cent e. pound below t he loan level, the 10-
oarket average on December 10 bei .ng S. 09 cents. 
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cotton exports trom the Unlted States by countries of 
deetlnatlon, August 1 through December 10, 1937, 

wlth comparable data for 1936 !( 

• 1937 1936 

Grent Brlta1n 904,1$90 529. 6a1 
Germany an, 264 ~60,0 9 
?ranee 79,191 ll$,i29 
Itcly 255,111$ l?;J, 07 
Canada 12~,647 118,792 
Poland ll .6~ 86,020 
Japan 111,547 729,056 
Belgium 99.~U 67,llt 
Holland 82, 51,46 
Ind1e. 60,914 3.6oo 
Sweden 4~,1$7~ ~~·218 
Denmark ~ ,81 ,015 
Chlnn 1.ao9 13,147 
Others 49, 91 41, 181 

2,895,269 2,616, 758 

Source: New York Cotton Exchange 

!( Inoludes 98,000 bales of linters 1n 1937 e.nd 93,000 
bales ln 1936. 
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GROUP :.EETING December lJ , 19J7 
9:JO a .m. 

Pr esent: Mr . Magill 
Taylor 
Oliphant 
Gaston 
Upham 
Lochhead 
Gibbons 
!iaas . 
McReynolds 

ii . li.Jr: 

Lochhead: 

H. L Jr: 

llcR: 

u ... :.Jr: 

'4cR: 

Mr . 
r.lr . 
llr . 
Ur . 
Mr . 
Mr . 
Mr . 
Mr . 

Didn't have a chance to see you (Lochhead). LVerything 
quiet? 

Fairly ~uiet . The francs a re inclined to be a little 
bit easy - a little bit uneasy, I 1d say . And silver 
is going to have a rough day, I think . 

It is . hll right. 

ticReynolds? 

I haven ' t anything except a letter from Altmeyer 
about a matter of pure detail over ther e on 
~octal Security tax forms . He wrote the l etter 
to you on Sa turday, but sent it to me with a note, 
leaving it more or less to me whether I ' d bother 
you about it. He and Groves didn ' t agree about the 
use of a n i dentical form for t he state tax and the 
Federal . Graves objects, and I agree with Graves, 
tnat it would be unfort~te for us to permit e very 
sta te to instruct the t~xpayer what to put on a 
Federal f orm. That 's 'Nha t they wanted to do, and 
Graves said no; he asked me 1> ncl I said no . \'/ell, 
hltmeyer has :vritten L letter to you appealing. But 
I don ' t think there i s anything here I want to bother 
you with at all . 

You and t he rest or you - I find mysel f again spending 
too onuch time entirely on details . 

'llell, Altmeyer was good enough to s end the letter with 
a separate note to me , and it ' s jus t something Altmeyer 
hasn't had enough experience on to know the s ignifi­
c~nce of . He ' s nice abo~t it . He isn't nasty and he 
isn' t fussy . I n~ven ' t got any complaint about 
Altmeyer . But I just wanted/to know tb&t be had 

you 
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Magill : 

H. :l. Jr: 

Lochhead : 

Gibbons : 

Oliphant: 

Gibbons : 

H. :J . Jr: 

Gibbons : 

H.:J. Jr : 

Gibbons : 

Oliphant: 

Gibbons: 
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written the letter t o you and I'm not going to 
bother you with it. 

O. !L 

Thet •s all . 

No, I ' m getting bogged down too much again. 

Are you (Magill) going up on the Bill? 
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Yes, but I thi nk I can st£>y this out, because they ' ve 
got the pr actice l a tely of culling the meeting for 
ten and it they get there ~;uarter of 11 they• re doing 
well . 

All right. 

'lhe silver m&rket hasn't oj)ened? 

Not yet . Going t o be down, but don• t know how much. 

l:iome day - I •m speaking of deteils - I •ve got tog et 
down with you on t nis cut-down i n Customs force. 
Herman, I unders t and, bas just r endered an opinion 
that the Comptrollers of Customs, who are doing a 
lot of unnecessary clerical work, 1n my opin1on· ­
they have legislated themselves into doine i t, isn ' t 
thct it, Berman? 

"ell, perhaps about 125 years old . 

Yes , but I can see where we can cut the budget about 
a million dollars over there . 

"ell, go do i t. 

Well , it ' s a question of legislation. 

~ell, you•ve got •.• • 

It's a ~uestion of policy . 

The three of us can work it out . 

I• ve been working on it . Haven ' t bothered you wi th 
Dny of tha t de t a i l . 
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Haas: 

II . >I .Jr: 

!leas : 

H. l.! . Jr: 

H. 'I.Jr: 

ilaas : 

d .!.!.Jr: 

Haas: 

H.U.Jr: 

Boas: 

ii • .J. Jr: 

'IE.ylor: 

H.J .Jr: 

Taylor : 

H. •! .Jr: 

-)-

George? 

I'll have a more complete report by noon today on 
those figures . 

285 

~ell, let's Just see bow we're coming this morning. 
Well , supposing - when will you be ready? 

Well , before I came in, I ins tructed them to 
make a cut-off 

wome ln 11: 45 . 

I sal d 12. That ' s fine. 

Wha t ? 

Tha t's fine . 

11:45 - will you, George? 

Yes, sir . 

Bring in any statis tics and s tuff you ' ve got. What? 

O.K. I have a few other things. I a lso checked with 
Wac th&t other matter you asked me to, ebout that 
compensa tion . 

Yes . Good . 

There seems to be - I don' t know how- we've got to 
straighten this out sooe time. The Straus people are 
talking to Bell about their f i nancine . I don't quite 
understand i t. 'Ne 1 ve got to get that straightened out . 
:.!axcy come over to see him, see? \'/ell, as long a s he 
started, I didn ' t want t o s ay no - whether they should 
sell - I don ' t- there ' s a little confusion there . He 
t a lked t o me; I guess I don 1 t understand 1t. Vlba t? 

lleitber do I. 

Wbnt? 

No, I h&ven•t tallced to anybody about Straus . 

I don't know wily Maxcy should come over and bother 
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Taylor : 
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Bell . Bell has got more t han he can attend to. 

Foley i s the only one I t alked t o and that ' s about 
that one thing we talked about last night. 

Yes . Well, I don't know, it •s · a - I thought I ' d have 
Straus come over here a t three and then turn him down 
on his l egislation. 

Oh-huh. 

What ? 

(Nods yes) 

All right? 

I think what I discussed with you yester day - I 
think that h~lf of it is all right, but maybe this 
isn' t the time . 

No, what I' ll tell them- Mac f ound thi s out on 
investigation - that the various units sat back and 
wouldn't do anything on housi ng, wai ting for the 
Feder al Government to do it all. Now, Straus has 
got 30, 40 million dollars worth of commitments 
where the communities are soing to do ten percent, 
and if in the middle of tha t he m£kes it easi er for 
the cities t o put up ten percent, or makes i t a 
pnony ten percent, well, we'll be right back where 
Ne were before, and we ' ll find that the citi es will 
hold up and they won ' t do anything . 

Sure. 

Mac , why don 't you see Straus and see if you can ' t 
clear t ha t for me? Tell him he ' s making a tactical 
mi stake, s ee? 

All right . 

I mean t hat t his GUestion of legi slati on that he ' s 
got - he should leave it a l one until aft er the first 
of January . I f he starts monkeying with this l egisla­
t ion, all these cities that are coming in and meetiDI 
hila half-way will just fall by the wayside. 
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All right, I 111 talk to him. 

And tha t we th~nk it's a tecticel ~!stake end Ne ' re 
w~lling to take up this question of legislation with 
him after ••• • 

In the regular session. 

Yes . 

Has he submitted to you any draft of what he • • •• 

Yes. You get Foley and he 'll give you the Ylhole 
t hing . You and Foley see him. All right? 

(Nods yes) 

All right, Wayne? 

(Nods yes) 

Let Foley and Mac see Straus . Just tell Straus he ' s 
making a mis take . Now LaGuardi a comes in; he's ready 
to put up the ten percent . Then Straus says, •No, 
we ' ll t ake it in tax-exempts, s treet wide~ • so 
forth e nd so on, and he'll lose everything hels got. 

They ought t o get the ten percent and ought to get 
the t axes and service besides. 

And the other thing he tried to do is perfectly 
s i lly . He is wi lling to s uy to a city that puts up 
ten percent that they have - I don 't know what the 
legal language is - that their f irst mortgoge is just 
a s good a s the Federa l Oovernment •s first mortgage . 

hven talking about giving them priority . 

hven went to give them priority. Just stupid . Bow 
you going to explain - somebody puts up 90 percent 
end be steps s side f or a city t ha t puts up 10 percent. 
I mean Straus is over- anxious now. Be's doing all 
right. 40 million dollars - City of New York, another 
five million; he ' ll have 60, 75 million dollers worth 
in as the bill is written, and if he recedes from 
that position, I bet you his applications stop . 

You (KcR) know what experience you bad . You said, 
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"They ' re all sitting back waiting to get it for not hing .• 

~cR : And t hey'll get it for nothing in spite of the law 
1t he lets t hem. 

B.:.! . Jr: 

Oliphant: 

i! .:.! . Jr : 

Oliphant : 

H. :.I . Jr: 

Oliphant : 

H. !A .Jr: 

l!cR: 

d • .< . Jr : 

llcR: 

H. :.I.Jr: 

You t alk to Foley, but you better talk to Foley 
a lone first , because Foley i s still a little 
bit .... 

Pr o. 

Nell , pro 11 g1JD.me . n 

Let me suggest th&t he t alk to Foley first and then 
he see Straus alone and not with Foley . 

llo, be good education for Foley . 

But I wouldn ' t w&nt Str aus to feel tha t it wa s a 
hang-over from t hat other . . . Jo'oley was an obs tructor . 

1.11 right, l e t JJac see him alone . But Foley has got 
to learn a little bit Tr easury . A little bi t soft -
not legally, but ... 

All right, I 1ll s ee him . 

I mean ge t this over t o Straus, that if he Just keeps 
on ~~e way he is and if he 'll do it in a businesslike 
way , he ' ll get much further along . 

And also on - if they've got any financing to do, 
the person t hat handles t'inoncing t'or the independent 
agencies is Mr . Taylor . 

Yes, I'll make that clear to him. 

See? ;layne? 

Well , they can' t flout their bonds without your 
approvcl anyway . 

But why bother Danny Bell? I asked Danny Bell to 
do, for instance, something like this, which is 
really important - to te l l me what the agricultural 
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bi ll , House bi ll, i s going to cost . Be says, 
"I ' m so busy I haven 't had time to find out ." 
.~ell , t hat ' s important and t hat ' s t he kind of 
thing I want t o concentrate on . Her e ' s the 
Director of the Budget and the Secretary of the 
Treasury , and I ' m sure the President of the Onited 
ti t a t es - don' t know what a bil l costs which hos 
passed the House . And I s ay a bout t en minutes of 
one I wa nt to know. Huh? 

Yes . 

You (Oliphant) don ' t have anybody following that, 
do you. Let ' s see what you s ay . You' ve got 
down "indefinite .• 

(Nods yes) I don ' t think any estimating has been 
done except by Ezeki el ' s organization. 

Uac, on that Foley thing, I 1 ve had three or four 
hours with that; I 1d just like to gi ve you one t hing 
on that . 

I f you ' d r ather see Straus ••... 

No, but I want to give Mcc t he par t of it tha t I 
think i s ell r ight at the rieht time . 

I mean I • m more tha n willing to have you see Straus , 
but I thought I 1 d save your titr.e • 

No, that 's fine . 

\Jhat? 

Fine. 

Now, what have you got? 

I slept on whst you told me to sleep on l ast evening. 

Yes . 

hnd I have a slight modi ficati on that I ' d like to 
suggest . 

~11 right. Plenty ot time . 
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Yes . 

Uo , I haven 1 t anything. 

You and Oliphant going to get together on this 
question of the •••• 

Yes, got tha t all on ~ desk. 

What? 

Tnat1 s all on~ desk . 

;/ill you (Gasto:V see tha t fellow today? 

Yes . Yes, I'll CLll him right away . 
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I 1m going to give Herbert all t hat Hungarian stuff 
so that he'l l understand it. · 

Goula sh. 

Yes. 

All r ight, anythi ng else? 

lhat ' s all. 

Herman? 

Nothi ng. 

St and over t her e, Her man. 

(Nods nothing) 

You weren't there ( a t Gridiron Dinner), were you? 

(Nods no) 

You • re lucky . The l adies had a better time then the 
men did. 

Yes, I understand they had o good party over there. 

I went to bed a t 9:)0 Sa turday night. It was a fine 
ides. 
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Well , I have nothing else . 

I want to see you just a minute when you finish. 

Sure . 

Just to tel l you what I'm doing - we•ve got t he 
Minister of Mexico at eleven. That's the only 
thing I 1 ve got. 

That fellow who wLs compl vining against the tax 
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thing - Hornblower-ileeks of Boston - isn' t showing.up. 
It's lucky I r eE.d ni s case. This is the fellow tha t 
says he ' s persecuted . I read his case . Sent it up 
to me . It' s a good t hing f or him he didn 1 t coiiie -... _ 
down. I was going to turn to Helvering and say, 
"Why in the hell ar e you so e asy on this man?" For 
four years systematically he ' s cheated t he Government . 
Uon ' t see why they don ' t put him i n Jail . 

\'/hat ' s his name? 

rieller . He • s the manager, I t hink, for Hornblower­
Weeks . For four years systemati cally he ' s cheated 
the Government. ~nd he claims he 's being persecuted. 

Are t hey char ging fraud? 

Tney naven• t . I think t hey should when be ' s done it 
four years running . 

You're all r l.ght? 

(Nods yes) 

All right . Her man, you see me a minute . 
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( December 13th, 193'7 

11 a . m. 

Present: 

Ambassador NaJera 
Finance Minister Suarez 
Llr. Taylor 
Dr. Feis 
L!r. Lochhead 
Dr. White 

HU,Jr: Have a good f light? 

Kr. Suarez: Yes , Ur. Secr etary. Very pleasant, 
thank you. 

HU ,Jr : That' s ni ce. You have no worries? 

Wr. Suarez : I have, Wr. Secretary. 

HU,Jr: You have a few worries? 

Ambassador: The only thing he has now. 

~;Jr: Can you borrow on them? I don ' t want to 
borrow any of your s . I have enough of my own, but we 
are glad t o diseuse our mutual problems . 

~. Suarez: Yes, sir. Well , Yr. Secretary, my 
worri es are about the exchange s1tuat1on. I have been, 
a1noe l ast Uarch, losing f oreign exchange heavily. The 
explanation ie t he d1 fferenoe 1n pr1oe level between the 
United States and Mexico and t he United States and Europe. 
Your price has been oom1ng down and we have got to main­
tain a very high price level. I n the last two months we 
have been able to p1•ice our price level down two pointe. 
The difference in price level affects us i n two ways: 
f1re t , our imports have increased 1n number and the value 
of our metals , cotton, coffee ••••• 

HY.Jr: Excuse me . I want another man to come 1n. 
(Telephoned for Dr . White t o come 1n. l Excuse me. 

Yr. Suarez: And all the t1me increased t he 1m­
ports from the United States . So we have been loe1ng 
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heavily. Since June we lost about 70,000 ,000 peace. 
The maladjustment in price level has had its psychological 
effect . People are beginning to think that we will be 
unable to hdid the peso and we have had capital flight 
last month and we have it every mont h. 

~ .. HU.Jr: Where is the money going? 

Mr. Suarez : To t he United States . 

HH.Jr: Mexican capital? 

l&r. Suarez: Mexi can capital and foreign capital 
as well . That ia -- for instance, an American firm in 
~exico has to pay for automobiles or goods they get here 
in the United States. They buy dollars and buy future 
dollars in order to cover their future purchases,of their 
obli gati ons that are not due for months. And some Uex1-
can capital we are also losing. They keep it in bonds. 

(Dr . White joined the meeting at this point.) 

Mr. Suarez: So t hat is our present situation. 
We have for the nea r future , next year, we will perhaps 
be able to increase our exports in oil. We are develop­
i ng our oil reserves which a re very good. We are drilling 
and we hope by t he end of the year our production will be 
about 50 ,000 or 60,000 barrels a day. The Government 
production. 

Ambassador: That is Gover nment pr oduction. 

llr. Suarez: Government pr oduction , Ur. Secretary. 
At present our production is about 10,000 barrels a day. 
We are drilling two wells now i n the Puruandiro (7) field 
which is a proven field and we have two working and we 
wlll have two more by the end of t he year so we will drill 
fou.r wells at t he same time . It takes about t1ve months 
to drill a well. Very deep where the oil is. And we 
hope by the end of the year we will have 11. 

HY.Jr: That ' s the end or 1938? 

Mr. Suarez: Yes. 
a contra ct with Aguila Oil 
the Shell Oil Company. 

And we have entered also into 
Co. , which is a subsidiary of 
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Ambassador: The Mexican Eagle Co. 

Kr. Suarez: We have had a long dispute with them 
about some properties and we have settled w1 th them and 
we have entered into a contract by whioh we take 35% of 
the production or 13,000 barrels minimum a day. It was 
signed last month so that in December we will have this 
13,000 gallons minimum guarantee a day. Besides that 
Aguila hae to increase production in order to pay the 
royalty and we hope that we will be able to increase our 
product ion up to 20,000 a day. We are also tryi ng to 
settle with other companies in order to reach similar 
agreements that we arrived out with Aguila 1n order to 
increase the producti on of oil. That will be the Gov­
ernment 's production and we hope by the end of the y~ar 
we will be in good position as tar as exports are con­
cerned. But tor the time being we are in poort condi­
tion, because we are losing heavily gold and we are 
t hi nking that in the meantime while we have this addi­
tional production, i t we could have assistance of the 
Uni ted States Government. We would ask three things. 

The first one, is it possible to have a loan 
from the Stabilization Fund. 

HM.Jr: Of foreign exchange? 

Mr. Suarez: Foreign exchange; yes. We will 
keep that in case you make us a loan we will keep it 
here in the United States and we wonlt use i t, but would 
only be tor psychological effects. 

HM.Jr: The same way you di d last time? 

Mr. Suarez: The only think we can't give you a 
similar arrangement because according to our l aw we have 
to have this reserve gold. We would pledge ourselves 
not t o wi t hdraw that gol d. 

HM Jr: That ' & our trouble. We can ' t do it 
unless you do pledge the gold or silver. 

Mr. Suarez: Unless we pledge? 

HM.Jr: Unless you pledge gold and silverWJus~ nd 
the way you did last time. Think that over. e s a 
ready to do it on exactly the same basis as you did last 
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time and you have got a lot of gold and silver here. 

Mr. Suar ez : Yes, we have. 

HM.Jr: We are rendy todo it on e~actly the 
same basis as we did before, but VIS can ' t do it any 
other way. You think it over. But that' s number 1. 

Llr . Suarez: Number 2. If you could 1>\ey: some 
silver. We have surplus of silver, 35,000,000 ounces. 

Hll,Jr: If you don't mind my talking f rankly, I 
don't quite unders t and. You say you can't pledge the 
s i lver that you have here because that ' s part of your 
reserves, but the second thing you say, you have silver 
for sale. 

Llr . Suarez: ~e can ' t convert it because we can ' t 
use 1t. 

HM,Jr: 
I don ' t carry 
listen to the 

You have s ilver here and 
the fi gures 1n my mind. 
whole t hing first. 

gold here, both. 
Well , let me 

!!r. Suarez : The third t hing 1s, i n order to 
prot ect our reserve, gold, we will have to propose as 
a t emporary measure to be used 1n discrimination to 
raise our tariffs. With great caution and only as a 
temporary measure we can raise your prices and we can 
bring down ours and increase imports . 

Ambassador: That's Mr. Hull. 

Dr. Fe1S: That would milks J.lr , Hull very happy. 

KM Jr: But as you know by now, the State Depart-
ment and ~he Treasury work very closely tog ether, but 
we will pass number 3 . 

Dr. Fei s : I believe the Ambassador has an engage­
ment to speak to t he Secretary of St nte later i n the day. 

Mr. Suarez: The fourth, have the right to buy 
silver ne~t year. 

RU.Jr: Purchase a11vsr for 1938? That agree-
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ment is up December 15t h? 

Mr. Lochhead : I t will be up for renewal about 
the middle of the month. I t expi res December 31. 

HM ,Jr: That question ties up with our own 
question of what t he President i s going to do about 
s1lver domestically and that deoision has not yet been 
made , so unt11 t he President makes up his mind what we 
do about s i lver, our own domesti c silver, we will heve 
to wai t a little bi t until we decide what we will do 
wi th foreign silver. Now, I don ' t know Jus t how long 
you are goi ng to be here. I t isn't a matter of a day 
or two? You will be here several days? 

Ur. Suarez: Yes, llr. Secretary. 

HI.! ,Jr: Well, that' o t he fourt h. 

Mr. Suarez : That ' s all. 

Anything else? 

HM ,Jr: Well , what I would suggeet would be this: 
(to Mr. Lochhead) Have you figures on how muoh gold and 
s1lver • •• 

Mr. Lochhead: They have been oha~lng around, 
some gol d released, but there ~~ about $6 ,000,000 gold 
on Saturday, earmarked gold , and about a lit tle over 
$5,000,000 silver at present prices. 

lW Jr: Now we could -- we a re r eady to make 
exactly t~e same arrangements on t he same t er ms to you 
that we did last tice , only we will do a little bit 
better as far as t he interest rate . I think t he last 
time we charged you ~. but s i nce then we have made an 
arrangement with another country and we always believe 
in treating people the same and we would charge ~ above 

/ the discount rat e of the Federal Reserve of New York. '\ 

~he discount rate of the Federal Reserve is 1~, so you) 
a4d another ~. so it would be only 2% and 1t would be 
~ instead of 3-J,. 

Mr. Suarez : Yes, Mr. Secretary . 

HU,Jr: We t reat everybody the same , so t2; would 
be ~ i nstead o f ~. But if you oan wor k it out ao 
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that you could make the same arrangements as you did 
before, we are ready to meet you on the same basi s, 
but we can't do 1t any other way because we have other 
arrangements with other countries on the same basis 
and we treat everybody t he same and on the subj ect of 
either gold or silver , buyi ng foreign exchange, it ' s 
necessary to pledge the gold or silver. 

Mr. Suarez: Yes, Mr. Secretary. 

HM,Jr: Now, maybe if you could think 1t over. 

~. Suarez: I will, Ur. Secretary. 
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KM,Jr: When would you like to come back to dis-
cuu that parti cular poi nt again . ----.. 

Mr. Suarez : Any time tomorrow that suits your 
convenience . 

l!!l ,Jr: (To Dr. Feie) When would you think? 

Dr. Feie: They are talki ng with Mr . Welles and 
the Secretary this afternoon . I should think tomorrow 
woul d be all right to try to keep moving forward. 

KM,Jr: All r i ght . 
morrow be a good time? 

Would eleven o'clock to-

!Jr. Suarez: Yes, t.!r . Secretary • 

Dr. Feis: Yes. 

mt ,Jr: So 
morrow at eleven. 
baseador? 

Ambassador: 

if you gentle~en would come back to­
I s that all right for you, Cr. Am-

PerfectlY all right. 

HM ,Jr: Anything else you want to ask me? 

Ur. Suarez: No~ Mr . Secretary. 

HY .Jr: How about you, Ur. Ambassador? 

Ambassador: No. I am listening. 
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HK,Jr: Good listener, too. All right, aee you 
again tomorrow at eleven. 

(The Ambassado~ and Mr. Suarez lett . i 

HU,Jr: (To Dr. Feie) If the Statement Department 
nante anything more than that to trade w1 th! We had a 
dress rehearsal before this meeting and the State Depart­
~ent oan 1 t oollect t heir money down there. Herbert, I 
was good! 

Dr. Feie: Very . 

HM,Jr: And i! that does not give you enough to 
trade with! 

Dr. Feie: Well, I gather, a real e~fort 1e going 
to be made , I think one of the difficulties has been 
that they have taken an impression of Amer1oan polioy 
not eo much from .nything that has been said up here, · 
but from what Ambassador Daniele has said to t hem down 
there and the Ambassador has a benevolent outlook on hie 
wards down t here so anything they do he perchanoe has a 
tendency to approve and I think that ' s one reason they 
developed the anticipation that we would not speak up 
in behalf or any American difficulties and that we would 
not refuse them anything they ask. 

HK.Jr: Well, if you fellows can't get what you 
want when they want all of th~e, you are ~bunch of 
s issies over there. 
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Dr. Feie: Except , they have put themselves in 
euoh a position -- their own domestic politics, but even 
more serious is t he risk you get . They assent to whet 
you put up but when it comes to a reali zation of it in 
f aot , t hatle always the problem with these countries , not 
to get promisee , but to make t he promises good in the 
years that follow. 

HM Jr: We have them in a beautltul posit ion. 

Dr. Feis: Yea, I don't think this fellow would 
be here unless he were in real difficulty. 

HM.Jr: Will you do t his? There is not muoh use 
in talking, but can you again come over tomorrow at 

Regraded Unclassified



( -8-

eleven - - fifteen m1nutea ahead of time. 

Dr. Fei a: That was my thought . 
t his atternoon1 s oonversations . 
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And report on 

HM,Jr: And let me know just where you are at. 

Dr. Feie : I thlnk t hat' s absolutely essential. 

HW ,J r : I did not want to go too fast, but as be­
tween No. 1 and No. 2, ~e wants to sell ue ailver but 
if he haa silver for sale t here is no reason why he can't 
pledge it beoauee he could s ell s ilver and depoait gold. 

Dr. White: He wants that additi onal money. He 
wants both t o sell it and not pledge the other because 
they can' t pledge the other and yet he wants to be able 
to say he has add1 tional eJCchenge for the psychological 
erteot. 

HM,Jr: It's Just incredible to me. Here is a 
country that has an unl.imi ted mar ke t for three t hings , 
gold, silver and oi l and a favorable balance of trade, 
and these fellows have to go out and dig some oi l wells 
and they ought to be 1n the moa t beautiful position 
fi nancially. 

Dr. White: That's whet they are t eying to do now, 
by getting baok some of the material they t hink they 
lost. 

fi)( ,Jr: But they have eveeyth1ng -- low cost labor; 
eveeythlng. 

Dr. Fe1e: But h1a eJCPosition of the chi ef reasone 
is , of course, out of focus . He gives as the chief 
reason t he ooet of the balance of merchandise trade . 
That in itself would not cr eate hie difficulties. They 
are created by t he fact that their i nternal poli cies 
have stopped the entry of foreign capit al int o MeJCico, 
on the one hand, and on the other hand, fear of their 
eJCternal policies has led to t hl e withdrawl of capital 
out of MelCico and that t hey are still developing their 
spending schedule all t he time and in that way constantly 
augmenting the fears of t he future f or the peso. That ' s 
the real dominating force in the situation; not meroh&ndlae 
balance of payments . 
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Ur. Taylor: They also ignore completely all 
these other steps and their potent ial effects on bal­
ances of payments when he talks about 50 ,000 barrels 
of oil when in the meanwhile they are creating addi­
tional future burdens on their bal ance of payments by 
this appropriation of American properties. It' s a 
little unrealistic. 

Dr. Feie: As l ong as I have been in the Depart­
ment, I have never yet seen a oaretul tallt1ng through 
between oursel ves and the Mexicans of their economic 
relations with us. Maybe this will be t he t i me. 

HU,Jr: I hope eo. 

Mr. Taylor: Unless you take advantage of thie 
situation -- all these boys reminded me of was our 
friend Krueger. He wae going to be all right. He 
was going t o find this gold mine in Sweden. That wae 
the first thing t hat came to my mind. 

Dr. Fe i s: Sur e. 

HM,Jr : Listen, Herbert . Between the two Depart­
ments we ought to be able to do a Job that will be good 
for a while, really good, and if you will be here •• •• 

Dr. Feis: I will be here at least 15 minutes 
earlier and perhaps I should sugge st to Welles that he 
come too. 

HIJ,Jr: He will be more than welcome. 

Dr. Feis: I ,think he ought to come too. 

Hlt ,Jr: Thank you very much. 

oOo- oOo 
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CoJ.one.l. 
~arr1ng~on: Yes,Kr. Seoret&r,1. 

December ~, lQ;,?. 301 
12:18 p.m. 

H.U.Jr: When you come over, if you could have the figure 
that Hopkin's ueed. He seemed to have a f1gure of 
all governmental uni te that will be spending money 
on employment other than your organization. 

H: I see. 

H.M.Jr: He kept using a figure of fifty mill i on a month. 

H: Yes. 

H.U.Jr: Now whether he gets that from Leon Henderson or 
where he gets it, it you could make inquiry, because 
he told me that he tiguredtiln would be much more 
money available other than PIA agencies. 

H: ·Yes. 

H.U.Jr: Once before. He seemed to have a combined figure 
of states, counties, cities social securi~, the 
whole thing you see. 

H: Yes. 

H.M.Jr: If you have i~, I wish you' d bring i t with you. 

H: Well, I can get that, I'll bring it ur. Secretary. 

H.ll Jr: Thank you. 

H: All rlgbt, sir. 

H.I.I.Jr: Tllank you. 
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H.U.Jr: Yes. 

December 13, 19~7. 
12:34 p.m. 
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Operator: Go ahead. 
tln than 
etraus : 

H.!.!.Jr: 

5: 

H.I!. Jr: 

9 : 

H .!.!.Jr: 

5 : 

H. M.Jr: 

9: 

H.!.! Jr: 

5: 

H.!!.Jr: 

S: 

H. U. Jr: 

S: 

H.L!.Jr: 

Hello. Henry? 

Yes, Nathan. 

Am I disturbing you? 

~lo . 

I wanted to ask you tor that report on the amendment 
becnuse today 1& my last day. The Banking and 
Currency committee i s goi ng to report t he Bill and 
unless I can get t he amendment in today, I ' m t hrough. 

Wel1 I asked UcReynol ds to see you and explain it 
t o you . 

He hasn't called me . 

Well that 's h1e fault. I told hi m at nine thirty. 

Are you going to give us the endorsement? 

No. 

Well Henry, the thing i s this. If - t here 1s no 
provision 1n the Bill, you understand , tor t he cities 
to raise any ~ount of money. We can raise the 
other t en per cent an.vwhere, and if we don ' t raise 
it t hrough that means, we're going to go adding up 
t o !lo~t 1t through private bPnkere, which I bate to 
do. 

well, everybody that's looked at it th~nks t hat you 
should go along until the f irs t o f January. 

Yes. 

That if you begin to let down the bars . 

Yes. 

The Government will find itself Just where we 've boen, 
that the cities will lay back and wai t to get it t or 
nothi .ng. We th1nlt you •re making a great •tstake, 
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where the things are coming 1n aa taat aa they are 
now. 

Yea. 

Particularly with the ten per cent. 

Well , there isn't any - there hasn't any come in ao 
tar, not one. 

Well, I thought you had thirty or forty -

No, ~ boy, all or those people said that it we 
would earmark the funds, that they would go back and 
see what could be done, 1n order to raise ~he ten 
per cent. I haven ' t got one single city here in 
this broad land of ours, that has come to me and 
said , 'Here is the ten ~er cent', not one. 

Then your publicity has been misleading. 

Well the publicity baa been earmarking them in the 
belief that they would be able to raise it, which 
I ' m going to do , I'm going to keep on believing it 
until it' s disproved. I can't do anything else. 

I haven 't got i t before me, but certainly reading it 
I got. the di stinct impression that you bad come to 
an agreement with the cities to t he extent ot thi .rty 
or !orty million dollars. 

That is absolutely untrue. 

Well then your publicity has been - I ' d like to -
I'd like to see your release. 

Let me see ~ - I'll send you ~ l ast release on 
the subject. 

well I told McReynolds , and I'd like to switch him 
over because he nnd Taylor and Foley have got 
together . 

Yes. 

And 1n order - I oouldn 1 t make an appointment, I 
wanted to eave you time, and I'd like to talk, when 
I get through, to UcRe,ynolda, and then to han hi• 
call you. 

Regraded Unclassified



S: 

H. !1. Jr: 

S; 

H.M.Jr: 

S: 

H.li.Jr: 

( 
S: 

H.U.Jr: 

S: 

H . Ll .~o.Tr: 

S: 

H.LI.Jr: 
( S: 

- ~- 304 

Could we do t his Henry? Could ur. UcReynolds, 
Ur ·. Taylor and Ur. Foley meet me and ur. Uaxie 
and Ur. Kieerling t his afternoon and go over t his 
thing for about half an hourt 

I know that YcReynolde is available, and I know 
he ' s ready to talk. 

Well I think it we could sit ~own with them, i .n 
a half an hour we could get this thing settled, either 
perhaps we're wrong, but I don ' t think we are and I'd 
like to have a chance to talk t o them. ' 

Well , the whole t hing, the reason that I - after 
listing them, took the position that I am, was, tbllt 
I figured it you could leDdthirty or forty million 
dollars, why monkey witb it, when it was going f rom 

Uy dear boy, it we could have lent thirty or forty 
·million, I never would come over and cry on your 
shoulders. 

Well,Nathan that wa~ - either I didn't read the 
stuff, or it was printed wrong. 

Well Henry, I deliberately made the publicity a 
little more encouraging. Tne tact - you wouldn't 
have me do anything else, would you? The publicity 
was that these cities hoped to be able to raise 
the ten per cent. There hae not been one city, 
and I aaid that publi cly, that's come into me yet 
and say, we have the ten per cent, not one. 

Well, do you mind sending me over the release. 

I'll send you t he release but I would aak you, 1n 
reading it to bear in mind that I was trying to 
be encouraging and not star gazing. It doeon't 
eay that, i t eaye that they - I 've forgot ten t he 
exact words - I' ll sen'i t he last release over to 
you, and meanwhile could we see !JcReynolds and 
the other fellow thi s af ternoon? 

H•'ll call you within two minutes. 

Beg pardon. 

He 'll call you within two minutes. 

All right. Good. 
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He 'll call you w1th1n t wo otnutea. 

All right. I'll aend the releaae over to you. 

Thank you. 

All right. 
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H.li.Jr: 

o: 

Hello. 

Yr. loloReynolds. 

Right. lloReynolds. 

Deoe~ber 13, 1937. 
12:34 p.m. 
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H.U.Jr: Hello. 

UoReynolds: Yes, Henry. 

H.LI.Jr: 

1.1 : 

H .U.Jr: 

U: 

H.M.Jr: 

Ll : 

H.!A. Jr: 

Y: 

H . !A .Jr: 

l( : 

H. I.!.Jr: 

1!: 

H .l.!.Jr: 

Mao, Nathan Straus Just called me. He said today 
is the last day t hat t hey can do - get in an 
amendment. 

Yes. 

And he hadn't heard trom you. 

Well, I Jus t came from Wayne Tayl or's of fice. I 
couldn't get him. He wanted to talk to me before 
he talked to Wayne. I alwaye- I've been away­
back from Wayne's office three minutes. 

Well, when I hang up, I'd wish you'd call him. 

I told Straus that I based this - ay !dea that we 
wouldn 1 t go along becaus e he had lellt. thirty or 
forty million dollars worth ot stuf~. I read it 
in the paper, see? 

Yes. 

Is that your impression? 

Yes. I understood t hat t h ey had that. 

Well, he said that' s Just to cheer people up, that 
he actuallY haon't let a contract, or hasn't got a 
further coiDIDittment t rom any city. That it was Just 
to cheer people up. 

Well. 

The damnest thing I ever heard or. You oall h1m 
up. You'd better see h1m this afternoon. 

Yes. I will. 
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I mean thet doeen' t get anybody 8Jlylrhere announci ng 
they've got thirty or forty million dollare worth 
of oontracte. Hello. 

Yea. 

And then he sai d that ' s Just to let them know he 
wasn't star gazing. I think it'o the dernest 
thing I ever heard or. 

That 1 e only one or a number or things or similar 
kind that I'm afraid Nathan hae pulled over. 

Well, you'd better go into it, and please take a 
look at his release because certainly the release 
lef t me with the imprecsion that - that he had done 
business to t he extent or thirty or forty mill1~n 
dollars. 

I get the same impression. 

I don't want to -

I - of course, I knew it wasn't so ~ben I read 1t, 
from -

Yes. Please call hi m, and please take care that -
and I don't want -

I ' ll call him immediatelY -

Because I know h1n too well, I don't want to get 
on a personal baeis with h1m • 

.Ul right. 

Thank you. 

O.K. 
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H. M. Jr: 

H.!.! .Jr: 

H. !J .Jr : 

E: 

H.I.! .Jr: 

E: 

P . U.Jr: 

E: 

H.I.! .Jr: 

E: 

H .L!.Jr: 

E: 

308 
December 13, 1G37. 
12:53 p.m. 

Hello. 

Go ahead. 

Hello. 

Hello Marriner. 

Oh, hello Henry . 

Good morning. 

58.1, I told you last. week that I wae leaving town 
t.od8.1, and I'd give you a r1ng before I left. 

Right.. 

So we had a meeting t.hie morning, t.be Executive 
Committee, and we deoided that for the coming week 
we wouldn't do anything in the market. , this week. 

Yes, that'e right.. Yes. 

Unless there was some change. 

I understand. 

But. t.he W8.1 t.he thing i s now, we'll - it doesn ' t 
eeem to call for any action, it's - it's planty 
strong without any. 

Everything seems all right.. 

Well , we disposed of twenty - I think about twenty 
four million or t.he t woo and a half. 

Yes. 

We have - we have fifty six million now. 

Yea. 

And we had replaced them with - with notes of 
varying maturity, runni ng !r0111 thirty eight t.o forty 
two. 

H .I.! ,Jr: Yea. 
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And wha~ we were going ~o do ia ~ reduce i~ down ~o 
abou~ fif~y mi llion, holding fitt3. 

Yea. 

And ~hen ah1f~ing some or our long-~erm bond• aa ~he 
marke~ aeema ~o - no~ go ou~ and undertake to sell 
them bu~ merely try to meet the demands for them. 

Yea. 

That may come into. t he marke~. 

Yee . 

Replacing them with - wi~h aho~er maturitiec. 

I aee. 

I mean that's the general policy . Now, 1~ i s decided 
~ha~ i~ may be inadvisable or difficult to do much of 
anything un~il a f t er currency star~s coming 1n af~er 
Chri stmas. 

I eee. 

Until after the first or ~he year. We will consider 
~he thing again next week, and i t the situation seems 
to call tor anything, why -

Well, I'll see you next week. 

That 's right. 

Well good luok. 

I Just want to let you know that ' s - that's 

Perfectly all riaht. 

Everything 1 a all right. 

Entirely eatisfnctory. 

O.K. then. 

Thank you. 

Goodbye. 
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Colonel Harrington 
Mr. Ross 

ID1,Jr: You don't mind my being frank. 

Col. H: I hope you will. 
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HU,Jr: Is this sure? (Referring to table showing 
- number of men who could be out to work. ) {See page 4, where 

t he Secretary returned this· table to Col. H. ) 
Col. H: No, air. It can be made effective, i n 

my Judgnent. I did some calculations on t he basis of our 
pr esent employment to s ee what the possibilities of this 
t hing were. I took that employment and Just arbitrarily 
subdivided that load of unskilled and semi- skilled and pro­
fessional and technical and on the August load that would show 
a saving of about $3! millions a month. Wi th a larger load, 
of oourse , the saving would of course be correspondingly 
increased. 

HU,Jr: But not enough to put on 350,000 people? 

Col. H: No; t hat ' s correct, Sir. 

(ID1,Jr t hen requested that his remarks not be 
recorded.) 

l:lli,Jr: He has never broken his word with me. (Harry 
Hopkins) 

Col. H: Neither of us saw him af ter he saw you. 
He took the train. 

HM.Jr: You men will Just have to take my word for 
i t. Don't misunderstand. This has happened befor~ · YI rk 
have been with Hookins five yea~teftnd four years I n ewtio ' 
I am not questioning -- I am noe 1ntimating that ques on 
your word. 

Let me t ell you what he said to lre before he left, 
so that we get the pi cture. We have had a situation l i ke 
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this bef ore when he was sick -- Aubrey Williams and I before. 
He sai d, Whatever I do it will not be above 1 billion 3. 
I promise you: nothing above 1 billion 3 without talking 
to you again. He said: We are going to try to work out 
something on putting between 250 ,000 and 500,000 men on 
by making t he money go further per person. He took the 
train that ni ght. The figures we have got -- is that yours 
or Bell1 e7 

Col . H: It must be !Jr. Bell ' a . However, in th1e 
scale we did not make any allowance tor reduced wage coat 
which Ur. Hopkins was talki ng to you about , which ~ight very 
well make the difference between the large figure and the 
l billion 3 . Our estimates on monthly coat are made up 
of wages and materials and administrative. 

HU.Jr: What we have got down here -- this isn't 
even for trading purposes -- but they worked out something. 

Amount available: 
Total amt. tor Works ProJ ects 
Nat1 onal Youth Adm. 
Administrative expenses 

Transferred to other agencies 
from the quota 

Total WPA quota 

$1 ,159 ,000, 000 
40 ,000 ,000 
63,000,000 

1,262,060 ,000 

45 ,000 ,000 
1,30?,000 ,000 

!low in doi ng that we figure $8 , 000,000 short using 
$61. 00 per mo~th . You people are runni ng $64. 00. . We f igure 
thAt you could go to J anuary, il ,?50,000; February , $l,6?5,000; 
!!arch $1 675 000 · Aoril, $1,560,000; llay, $1,410,000; J une , 
41,33s ,oo6. 1But'this i s the i mportant thing: the out side 
figure that you gentlemen can figure on, keepi ng faith with 
Hopkins , myself and the Budget i s $1,30?,800,000. 

Mr . ~sa: I am sure Mr. Hook1ns did not consi der 
t his $45 ,000 ,00 .that's going i nto the other agencies as part 
ot this money. 

HM,Jr: Theoe are Bureau of t he Budget figures. 

Mr. Ross: But in Mr. Hopkins' statement to you he 
did not include t he $45,000,000. 

HU,Jr: He kept using the figure o f l bil lion 3. 

Col. H: I under stand t hat that was whet the Pres-
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ident told him. You know? 

H!.l,Jr: No. I don't know. Hopkins said -- I said 
Wait a minute. (I had t hese figures in my bedroom.) I said ' 
This oheoks with what Bell and I have -- l billion 3 --and: 
you see, Bell had been over there that afternoon; he wae 
there and gave me his working papers and these are his working 
papers and the figure that he unquestionably used over there 
was 1 billion 3 and that's where t he President got it. 
Whether Hopki ns knew what the breakdown was, I don't know, but 
wasn't it t hat afternoon they had a meeting? 

Col. H: Yea . We had had a meet ing the a f ternoon 
before . 

lUI Jr: If that $45,000,000 disturbs you, the t hing 
t hat d1stur bA ce i s the $1,:579,000,000. 

Col. H: Of course , l!r. Secretary, 1t is possible 
to meet any one of those figures, but it means the readJust­
ment of this last schedule t hat we bring you. 

HU,Jr: I am going to ask you until Hopkins re­
turns i n View of our understanding -- and you say the Presi­
dent sai d 1 billion 3? 

Col. H: That 1 e what I thought. 

HU,Jr: Well, Hopkins said 1 billion :5; Bell said 
1 bill ion 3 and I say 1 billion :5, eo we are all together on 
t he fi~ure, but apparently t he only people who know how t hat 
was a rrived at a re Bell and myself. You people know now. 

Mr. Rose: I also wonder if he knew NYA was in there. 

IUI ,Jr: No reason why you should not go into t he 
Budget and see Keene because these f i gures were developed 
by Keene , but I think it' s terribly important . Who sees 
Keene from your shop? 

f'1nano e. 
Col. H: I see him on certain things, but not on 

IUI,Jr: You know your way baok there. 

Col. H: Yes, I know Mr. Keene. 

HW,Jr: If you don't mind, I think i t 's t erribly 

Regraded Unclassified



( 
313 

-4-

important that you see him and let him tell you where they 
get the billion 3 and t hen Bell and Colonel Harrington and 
I should sit down together. Maybe Hopkins will be away 
two months so if you want me to I will call up Bell and 
tell him now about this and as soon as you are ready I think 
Yte ought to get together. 

I just sensed this because I have been in exactly 
the same position with Aubrey Williams and I had a talk 
with Hopki ns alone and he did not have a chance t o tell it 
to Aubrey and we had a misunderstanding. 

Col. R: We will have to do some whittling on t hat 
to out down $79,ooo,ooo. 

HU,Jr: Th~re is no question in our mind that you 
only have l billion 3 at this time and that's taking in the 
$100, 000,000 reserve. 

Mr. Ross: I don't know. 
figure 1 billion 375. 

I have no idea. We 

HM ,Jr: We are dealing with human beings and we 
can' t afford to make 8 mistake . I feel terribly upset 
over this . 

lir . Ross: What has happened, tlr . I!Oeene is reserving 
X dollars for t h is and X dollars for that, that we haven't 
known anything about. 

(The Secretary telephoned to Mr. Keene. ) 

Hll,Jr: He says they have a meeting which will be 
over in ten minutes with the Secretary of t he I nteri or. If 
you want to come uu either or bot h of you, t hey will see you 
right away . And then I will leave it this way : just as soon 
as you are ready, I want to do this· 

I don ' t 
over by 
page of 
this as 

Mr. Ross: We will try to get it this afternoon. 

HM Jr• No mystery but just a mlsunderst~nding. 
thi~ t'am going to keep this. (The chart brought 
Col. Harrington and llr . Ross , referred t o on :t'1ret 
this transcript . ) You are just 8S anxious to do 
I am. 

Col. R: I should say so. 
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HU Jr: You won' t reaoh --you ill t f 
December wit~ how nwny people? What do y~u th~~~u 

0 

Col. H: We a re assuming average employment in 
December on this schedule of 1,725 ,000 , but I doubt t hat we 
will have i t . 

Hll ,Jr: What do you th1nk7 

Col. H: 1,538,000 was December 4. 
our averege employment is over 1 ,600,000. 

llr . Roe e : I thi "'11: 1t aight be . 

I doubt whether 

HU ,Jr: Then this week when we come to an under stand­
ing t here i s still t i me to adJust the J anuary and February 
s chedule of 1 ,300 ,000. 

Col. H: There are always rhings that can be done 
in Afril , t~y and June. $79 ,000,000 , which is t he amount 
that s i n d i scuss ion her e , means about 1~ milli on ~en, month 
empl oyment . That means 1~ will have to come out of here 

some place. 
RY, J r : We are ell right for December because you 

~on ' t be able to r each it . 
Col . H: The only thing that Hopkins did say bef ore 

he dined with you, he s aid: I alwa ys find t hat we don't 
s pend as much n:oney as we exJ'Iected whenever t he se quotao are 

increa sed. 
HH.Jr: Well , that ' s most l i kely true , but we don't 

want to t ake any chances . 
Ur. Pnss: I r emember we were scr aping for . our lest 

nickel .. ... 
Hli ,Jr: You h~ me down. 

Mr . Ross: and had a carry-over f or J une and July. 

HU Jr· But that does not make any difference. We 
are both ent itl~d to know.h1s figure of 1 billion 3 and if 
it is let's out our cloth to that until we decide whether 
we ne~d more cloth or cen get along wi tn this clot h. I am 
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go1ng to wait until I hear trom you and whenever you have 
th1e straight, let' s hav• another meeting. 

315 

C~l. H: And whatever t1gure we do arrive at , you 
would likehis kind ot statement ot what we are going to do. 

IW,Jr: Yes, bec:a use th1a 18 my biggest pr oblem, 

oOo-oOo 
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December 13, 1937 

The price or silver in London declined well 
behind the price 1n New York this morn1ng . Jlr. Vorgenthau 
sent for Haas, White, Taylor and Lochhead and told them 
that be wanted them to put down on paper whether they 
ravored reducing the price which we paid 1n Hew York for 
f oreign silver and, if so, to what price. The attached 
slips show how Haas, Taylor and Lochhead voted. Dr . White 
said that he wanted to give further thought before be 
expressed his opinion. Vr. Vorgenthau said that when we 
move on silver we better wait and do nothi ng on the 45¢ 
price until the President t akes care of the 77t¢ price. 
Mr. Morgenthau told Lochhead to take anything up t o a 
million ounces of silver to-day at the fix. 

316 
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Ribbon copies of this memo were 

~sent to following, with l etters of 
\#transmittal dated December 14, 19)71 

I 

Secy. of War - Attention: Col Strong 

Secy. or tlavy - At tent1on: Rear Adm. 
R. ·s. Holmes 

Secy. of State, Attention: Or. Feis 

• 

.r 
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' TREASURY DEPARTMENT 322 .. 

INTO OPPIC& COMMUNICATION 

""" Deoemb•r 13, 

TO Secretar y :~rgenthau 

Hr. P.al\8 

Subject : J apan ' s Foreign Exchang~ Resources 

Conclusion : 

::owever, the possibility of war with Russia makes it 

highly desirable for J~~~ to conserve ~or t~at contingency 

ae much of her exchange resources as poseibl.e, 

llot1'fi thsto.nd1ng t~¥ t contingency t l e amount o! foreign 

exchange resources that Jap:J.n wil 1 use un ourtng th~ next 

three months does not opoear to be enough to f o1•ce a settle­

m~nt o! t he S!no- J •penese ~o.r . ~he decisive factors in r or 

Chinese c&mPalgn ~urine the next few months seem to us t o be 

political a11d military - not short age of foreign exchange . 

I . P.ow much !ore~gn exchan" e resources has J· pan now? 

(a) She can with ease obtain e2~o million. 

(b) If preseed to t he limit, she could double that sum 

wi thout increasing her e~orts or decreasin_ her 1Mnort e , 

These amounts are conservatively estimated as follows: 

1 . Gold in excess of legal reserve r eoulr enent s t75 
2. Foreign balances 65 

m1lllon 
• 

} . Foreign securities at lioul datl on value ~ • 

Total 
$225 • 
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Secretary orgenthau - 2 

It nressed J apan could raise an additional ~250 mil lion 
a s f ollows : 

1 . Gold now kept as legal resPrve 
2. Sale abroad of J~panese securit i es 
3· Recoverable gol~ and silver 

Total 

$200 m1ll1on 
25 • 

" ~ 
• 

These are very conser vative estimates. It i s quite l i kely 
·h~ J "oon could, i f essent i a l to her mili tary success, !'ai se 
1n a ehort t1me foreign exchange to the value of S6co to $700 
mi llion. 

II . How fast i s J apan using un her exchange r esources? 

AnnarP.ntly at t~e r ate of 130 to t 4o million a month. 

At that rate J ?nan can go at leaat five ~onths before 
•Jeing un her 11!'eady" for eign e:tchange r "sources; and t'.t least 
t welve months before e~~austing all her foreign exchange re­
sources . 

l'or eover, i f forced by military need , there are numerous 
measures t hP t J anan can r esort to i n order to increase her 
forei gn exchanee resources. These ~easures , i f adonted, coulO 
greatl:• extend t h e neriod in which JIIJ'an could carry on mili­
tary onerPt1ons . 

If nressed to the 11m1t Jl\oan can at the nresent rate of 
consumntion of necessary mP er'als probably go two or even 
more years bef ore being forced ~o curta i l military operati ons 
through shor tage o! for ei gn exch,nge. 

III . 
What will be he~ foreign e7.0hange situation i f U. S. S. R. 
ent ers the fight? 

Japan wil 1. need much more war :natertal than she is now 
using un. How much ~ore we do not know, but a conservative 
estimat e would seem t o be an increase in consumnt i on of oil , 
moo1tnery war mater ial of double current us es. (Our Army and 
"aV\' oeOO.rtments can nrobably eetiJMte J~pan ' s mont hlY n<>eds 
~f l. umort ed war material in a war wit h U. s . s .R. and China.) 

1/ 
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Secretary "org1mthau - 3 

Faced w1.th the danger of disapnet.ring as a aajor power , 
Janan would leave no step untried to strengthen her weakest 
link - -her need for foreign exchange. Confronted with that 
noaaibility there is little doubt Japan could develop enough 
of n aurnlua of forei gn exchange to mee t the needs of a large 
eoale war for ei~ months or eo. 

By then her assets convertible into foreign exchange will 
be exhausted and her oosition will grew orecarious. Italy and 
Ger~any can will help, but their own needs will leave little 
for J opan. 

The dPcis1ve factor i n a war ~ith u.s.s.P.. and China 
lasting more han e1x eonthe will he tr.e aid othsr countries 
~ill give Jnpan - either directly or by giving aid to Geroany 
and Italy. Tht.t aid can take the form of either increased 
nurohaeee of J apanese goods or of exoort credits. Loans to 
J apAn will be e very poor f1nenoi~ risk - but political con­
sidcratione, not financial , will doubtl ee.e be the deterc ining 
factor . 

324 
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JR GRAY 

London 

Dated December 13, 1937 

Rto 1d 3 :14 p .m. 

Secre t ary of State, 

Wa sh ington. 

771, De c ember 13, 7 p .m. 

FOR T~EASUTIY FRO'.J BUTTERriCil'I'!l . 

A loan of 5 , 000 , 000 pounds a t 4% maturing 1960 has 

been arrnncrtd for t h e !3cl~ian Oovc rnmcnt by Barings, 

lllor(;an, Ormfcll and th£ 1Vcstmins t cr. Barings state that 

325 

"a consid era ble psrt" of t he proceeds will be spent in this 

country: par t 'nll also b e used t~ liquidate an obligation 

to a third country presumably France . Barings also sai d 

t hat the Treasury gave its 9ermission because of the above 

and a s an expression of the Treasury ' s interest in Belgium's 

financia l wellbeing which was increased by reason of the 

tact tha t she is a n adherent to th~ tripartite arr~tn~ent. 

There was some difficulty il'\.fixing thE price of 
\ ·' 

s ilv er which in the end we.:: •N:duccd to 18lr pence being 

5/16ths pEnce dovm . TherE wa s a fairl;r substantial amount 

on otter but a more drastic price reducti on was avoided ,.,..w 
by setti"ti the level at just above the limit of a 

c onsiderable number of sellinG orders . 

JOIDISO!I 
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PAJW>HIUSI OJ TICLIOJU.W UOII'RD 

JROW; J.aerioaD llab&eey, Tokyo, Japan 

DATI: Deo .. ber 14, 1937, 1 p .a. 

10.: 827 

I refer to telegr- lo. 531 of Io••ber ll, 1 p.a., 

froa the l:lllb&aey, on the aubj act of eb1paenta to the 

United Statea of Japaneae gold. 

The Ooaaerc1al Attache of the Eabaeay has been 

321 

inforaed by the Bank of Japan • a Vice Oo•ernor that since the 
report in 

/the telegr- abo•e referred. to, the following gold ebip-

ments h&•e been •de: 

308, 000 ounces, approxtaate value 25 , 000 , 000 yen, 
on IOYeaber 30. 

331,000 ounces, approxiaa te •alue 40,000,000 yen, 
on Dece11ber 11. 

J.ccording to the Vioe OoYernor, the Bank of Japan 

Will not lll&lte any more gold ebipaente thie year. 

GRD. 

:IA; Lft 
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