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P.lMPIIIIAII OJ' mliWI-..•~a• U9IYID 

fttOih Aaerloea -. • .,., Part., r.raaoe 

DA!I: J._ZT 11, 19!8, 9 a.a. 

•o.: n 
nt<ll OOOIRU. 

Thh 110rniD& I re~ed hoa Baeel wllere Oil IWIIlaJ 

and Kond&y the BIB director• met. 

The gOYernore at their 8\lnd&J aeeUJI& dieoueeed the 

question of changing the abare capital fr• the gold baeh: 

aa yet they h&Ye taken DO deohioa. Opiaioll ia diYid .. 

wUil the Br1 tillh and Bwediah repreaentaU .... , faYoriq 

the oh&llge, aDd the change be inc oppoee4 by the Dutola, 

ftenoh ud Bw1ee. If the change would mate repayaent of 

BII oredita to Gerauy leas expeneiYe, Schacht would be 

ia fay or of it. 

At the aeeting a c~ttee wae eet up to atud.J a plea 

for reorganisation of the bank ataff; the ••bere are 

Schaoht, ne..,er aD4 J. .. ouu. Ia order to"P"eor•t diffi­

cultiee auch ae were prea•t at the reoent eelection of 

the Preach general •D&Cer, aoae boaJ'd aeabera are in faYor 

of h&Ying the atatutea obaged to abolillh tile Uiolea of 

s•eral ......- aDd aeainut pneral .aaager. TlleJ w01&14 

h&'t'8 the preaidat aotuallJ aerre aa s•eral aaucer •• 
B8Jea doee 1n faot, allll let the board ~~aae u _., .. ••••er•• 

a a 'IIDuld be warruted bJ cirouaetaao ... 
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l.'llllota, ne 'ooll: ofi1oe oa tlw f1r at of Jalala1'f, wae 

wel0011M at ttae •••Uac oa •ODdaJ• !he 41recnora pa14 

trtbdee to foraer S"VBOra Fraull: of ••uo-. Baall: of 

Belgi- aA4 n .. erllle of tlw •etherlaade Baak, botlt. of 

whoa 41e4 ill Deo•ber, 19!'7. !here •e brief 41aouae1oa 

of world wholeaale prloee, the rreooJt. pro4uot1on report, 

budget of the Untte4 Statee, ooet of l1rtq and 1llllluatr1al 

production. 

BULLlft • 

• 

EA;Lft 
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PAJW'HRAU or UO'UOJ TWO or TILmRAK 10. U 
OJ' JAIUART 11, 1938, rROJI PARIS. 

3 

T~e direo~ore did ~ hide their concern oYer the world 

IU"IlUente raoe whioh app-.re to be growing aore ooapeU~iYe 

at preeen~. Jot counting the waste thereiD, theee aen 

who b&Ye the reeponsibility for proteoting their reepeo~iYe 

currencies realize the increasing difficulty of thie taek 

i n the faoe of a aoYement lite thia. The lateet Italian 

announceaeot that the naY)' will be inorease4 wae dieappo1n""" 

ing, since it is realized that the burden thereby illpoee4 

Will weigh very seriously on a country whioh 1e already poor. 

The outlook in France ie a source of worry to the 

bankers in Y1ew of the unreet, eoonoaic depreeeion, re­

crudeacenca of capital flight and a goYernaent there wbioh. 

ia lacking in aincere uni~y. The Qoyernor of the Bank of 

France, Fournier, had coae to Baael directly fro• Italr 

where he had been for the hoU4ay seaaon. He was not 

called upoa to dieoues recent deYelopllent• in France. On 

Sunday the Under Qoyernor of the Bank of France, de Boieanger, 

came to Baeel to tell Fournier abou~ the French situation, 

but he returned to Parte at onoe. I talked with .luboin, 

who wae iaportan·Uy responei'ble in preparing a J'renoh re-

port on production. He ee.id tha~ no ra41oal ~· in 

the eoono•ic set up were required, but too rigid epplioa­

tion of the fort) hour weBit had ~ed it. In hie op1.Ja1oa, 

businee• can be adapt~ to thh graduallr, oona1der1ng ~u 

extent 
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onat of tile ... ~eolaUa of tlt.o fnao. 

liD IIIO!IC. ftO. 

4 

BULLlft. 
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p.AJWIIIUII or DOrio• nRD
6 

T".F!Ul 10. u or 
JAJtWtT 11, 19M, ftlOM PARI 

I -• tol4 by the Pree14nt of the •etherl&lld.e a.ak, 

Trip, tl:l&t by the n4 of Deo•ber a Dutob bank1JIC ayn41oate 

1:1&4 turned oYer to France on recently opened credit OYer 

100 a11110D norine. On Deo•ber 31 the optloa for addi­

tional aaount upire4 but waa exhnded to the fifteenth 

of J&IDl&l'y at which Uae the ayndioate will pay OYer a 

further 13 1/2 aillion nor ina. It 1a not certain whether 

1ranoe -Y reoehe the balance of '!t1 1/2 a1111oa required 

to aake the total of 150 originally enrteaged. Only 

5 ai llion florins of t he credit haYe been held ~Y Kendal ... 

eohD. Other ~toh financial inatUut~. :l.J.a haYe taken 

35 aillion florine, aDd SWi .. , Britieb, 81re41ah an4 

l':renob purohaaera haye taken the other 73 1/2 a11Uon. 

The ore41t baa not been open to t~e public, and it ia 

beooaing inoreaeingly 41ffioul t to place 1 t w1 th bank a. 

It 1e not likely, under the oirouaet&ncea, that any· new 

Dutob loan• will be ll&d.e to r:ranoe, eapeoially in the near 

future whc it ia e,1peoted that there will be an iaportant 

~toh OoYernaent oonYeraion loea. 

OoYernor Trip told •• that Dlltoh bue1neaa reoOYery 1a 

l..,eling off, and that 1f world tndlng beooaea acre re­

atr1ote4, lt aay be 41ffioult for hie OOUAtry to aaintain 

ita high atandar4 of ll'f'inl• The Dlatall bllqet baa aade 

h1a 
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ha a U Ule UDllappf, Be feele t'bat if 'Uie Pri•e •inieter, 

Ooliln, and the linieter of Finance, d .. ilde, do not ehortlr 

take a aore reeolute etand &ga1Det the epandere and pol1tioal 

• on., eeekere, there 1r111 be a wealteniJIC of their Olfll poa1-

t 1one. The present , he 1neiete, ie the ti .. when firaneee 

on the part of t he ap.el'!lllent 11 required, and the 1n4iddl&l 

auet wort hard, Trip eatd, 1Dciclat&llJ, that PriDCe 
a u --

Bernhard wae mating euoh a ooaplote reooYery fro. hie aooi -

dent t hat he (Trip) and othere in the GoYel'!lllant are planning 

wort f or h1a to •teep h.ia out of • i eohief1 • 

END BIOTIOJ THREI. 

BULLm. 
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PIJW'BJlAU or IIO'fiOD :rc:aB .UD rm or !IL.aawl JO. U 
of JAIIJ.lllT 11, 198, ntml PjRII. 

Baeol ob~~~~nosoe, 1DC1u41q !rip, who tliOW tho J'al' 

kot, o2poot tbat tho 1un.o10B of tho .J~aaoao in Ollina 

will ulto noooell&l')' 1111 iaportut yon donl-aaUoa 11114 will . 
nook the .Japu .. o ooonoay. I~~pone of wool 11114 co"OB 

iuio Japan being now curtailed Will 1D.oroaeo priooa for 

manufactured goo4o, thoro will be an inoreaeo in une.plor­

ment, IID.d eo on. 

7 

I talked with the Pr .. idnt of the Swho JaUoD&l Bank, 

BaC'h•nn, who waa quite happy OYer the working of triparU •• 

tranoaotione With our country. At the end ot no year, he 

l&id, eoae 8wio1 fira1 had liqU14ate4 dollar balucoa, Be 

aleo •id tbat 10ae new fiipt capital wae oo•illl in froa 

Franco, tbat 1t h bel1wo4 there will be a 1oaaer •btu 

touriat aeaOOIIl procllloti•• of 110ro foreign exch&Dco than un&l, 

aD.4 that he recently purcha1ed eo .. gold on tho London aar­

tot. ror tho preeont he Will -.intaia a · policy of oOB•ert1JI.a 

d.ollare into pld.t •• a ... o4, ia ~· United Stat... Bao!a&D.n 

said that in 8wiherlu4 the b&D.lte had 10 nch trouble pa .. iD.C 

on to the public the JI'OD.Oh railwq loaa they rooonUy 11D.dor­

tooll: that thoro 1o no 11tol1hoo4 thOS'o Will be a aft rrmoh 

oporaUcm OB tho aarll:et 1D. Sw1horlu4. He &leo •ld that 

hie bllllltora fear that rraaco will ooao to ·~ ooatrol. 

IO!W&& 
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lilon:aa, the Blat of Jaslaa4 Oounor, •t4 that 

ao aegoUaUaae for a orati t ill Loacloll ha4 beea bepa 1»7 

r.raaae, Be 1a of the op11l1oa tlaat ao uefal. pwpoH •• 

•ene4 by the laet ore41t lllld he 11 aot ta fuor ef C1•iac 

a new one to l'ranoe. ltr Otto wt•eyer beliwecl that 

a profitable deal •ipt be weloc.ecl by Br1UIIh banker., 

who might enn giYe a loager t~ ore41t if the J'renoh would 

pleclce adequate guaranteee; he did DOt th1Dlr: that llri Ueh 

offici ale would be entbuaiaeUc abollt eucll a ore41 t, 

I ne told by lilieaeyer that a :rreo~ who doee aot UYe 

in J'ranoe a:od. who hae gr•t wealth and hae 1Jl the paet· 

beea oorreot in eYery IIOYe toward e&Yiag hil fortune, pre­

d1oh that by June the franc will be 175 to the pOU4 aDd 

by the en4 of the year it will be 2!0. Very -• OoYeriiOS' 

Jo~ will 1&11 for a oru1ee in the 1Jeet Indite. 

The Belpan 1 n4u.trtal director, O&lopta, eaid that 

by the ead of Febl'\&&1')' the reeouroee of the J'reob freaiiiZ)' 

will be ezhanete4, O&lopill belinee that there hae bee 

10 IIDoh detertoraUoll ill the pneral J'renoh aUuaUOll that 

to aYoid a diotatorebip will be eztr .. ely diffioalt. 

Today the n• scrreraor f1f the JaUCIIl&l BaJalt of BelC1• _,. 

be appo1Jltecl. U -• the optatOD of oae Ba1tl obe41l'YH tbat 

the gaYer••' •ipt ottll offer ~e plaoe to Paul Taa 

Zeelan4. Bowwer, Iince both Fraaok and Ba~t are 110 

lCIIll'l' 

8 
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lcapr lhtq, 1t _,. be 110re diftlcult tb&Jl "• for Yu 

ZMlaDd to rentablhh h1a nud1q aad hold a poii1U011 

in the public eye. 

I bad a talk with Sobaoht. Who aid lle bad b- qu1 te 

happy to baYe a •party aap.slne• publhh hla recent artlole 

on the deeirabilit)' o! a gold ataD4ard, ainoe the nel4 foT 

a gold baaia had been belittled by Oll'tain of the lasi 

leedera. Sobaoht -intaina that aore than Wll' apll'inoe 

1 e teaobiDg that there mat be an •indepadent• baa11 for 

a currency and that the only aldiua that aeeta the requ1r.­

menta ia gold, He 11 oppoaed to haY1Dg a ourrenoy •naced 

by doaeat1o polit1o1aaa or tied to a unit whioll a fore11D 

powll' •napa. 

EJID SIOUOlfS J'OUR J.BD J'IYJ:, 

BULLift • 

• 

:&l:Lft 
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P.lJW'IDtdl or IIOtlO.' IU DXIIM~DIDJ OF fii.MJtAI 

10. n or JAIIAJlt u, liSI, no. r . 

lo!laolat, u alnye, deiiO\IIlC .. the pra~1oo of etate­

criUchiJig o•ller ccnmn1ee ia 111le epeeollee wbicll tll8f .Ue; 

lae doee 110t 'belieu that well epeeo~tac of tlaie t1a4 

will be heard in Geraany hereafter. 

Bchaollt -.id that he 414Jl' t •ll1ali: Ule repen of Yan 

Zeeland would haYe any concrete re1111lte \lllleee Yea Zeelalul 

w1 thholde rel••• of the preeeat doou.eat fol! Ule preeeat. 

He think 1e Van Zeeland'• 'beet plan would 'be to cvw•mtca•• 

with the h-.d.e of 1apor1:&4t etatee, t elling th• wbat M 

wanh to do an4 aelc1ng thea to put 1n wri tiq what they 

are williq to do to further th1eJ thea there woul4 be 

eotae hope that a conetruot1Ye report oould be writtea. 

Offio1ala of the BIB will 'be unhappy if ae ru.ored 

Van Zeeland' e report •Y contain Frere' • old idea about 

eetting up a fund with the BIB, frc- gold of aonetar)" 

authori,iee, to 'be ueed for oredite to tho•• oountriee 

who need relief for their currenciee. In their op1n1oa 

•eohnical and pol1Ucal grounde would defeat woh a plan 

uader •he pr .. ent c1rc1111etanoee. ror 1netaDCe, GeraaDy 

would not be guaranteecl a eo\llld ourrenoy, st•en a credit, 

in Yin of Ue unbalanoe4 eooaoay. !he too, 1a Yin of 

•he 11kel1bood that the _ _, woul4 'be epeat oa araaaente, 

the ore411: woul4 be pol1Uoally 1apoeeillle. In a44it1oa, 

1t would 'be 4eo14etly llepele .. to ho14 an -.rl1worl4 

eoonoato ad 11011etary ooaterenoe. 

liD SIO!IOII BIJ. 
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TJI.rmuv lo. u or J.lii1Wlt 1i JROII P.lllii 

I talked wi1;h Beyea, Prelident of the BIB, who .. i. 

he did not mow how he, ill hie poe1Uon, oould adaiD-

hter euoh a full4 if it were created in Tiew of the inter­

national pol1 Uoal dhcord prnaiUnc. lie eliJir .. eed the 

hope that the BIB may nen1;ual1y be inetruaental in headi nc 

up joint credite to selected central banta when enurely 

faTorable cirouaetanoee are preeented. GoTernor Trip 

aapbalised that U would be futile to .al:e lo&De to etreactbeza 

currenoiee unless there are facilitiee for t.poatqg rulee 

aa to how t he funds are to be ueed, &n4 rules ae to the 

conduct of econoa1o and financial pcl1c1ea. OoTernor 

11eMyer ea1d he could not picture creditor countries putunc 

a part of their gold reaerTee at the diapo .. l of an lll­

etitution for pceeible l8Dding to countries whi ch are 

already in debt to thea and are nen defaulting oza thcae 

debta. He belleTed that un1eae at leaat the United Btatee 

and Great Britain g&Te a4Tance apprOTal Van Zeeland would 

not put the gold fund reoo-endatlon in the report. 

The .laerioan eilYer p:rograa arouaed little o-ent, 

but there -e coneiderable curioe1 ty a a to 1;he aeana and 

aeaau:ree which the United Stat .. a.D4 lle:doo aipt pledp 

to hold a fixed parity between their reepectiTe ourrenoiee. 

[I have otnoe ay return to Parte read a repo:rt in .f.GDOI 

ECOIOIIIQUK of the atat•eat br leoretary llorgenthall ooa-

cern1Jic 
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Cft'nillg the 11a1te4 prOYhiolle ill the ar:rang•at tor pv­

chaee of ailYer t:roa Kaiao.] !he :r-:rt -• ude 'lly ou 

Basel obeener that the 'D'Ilite4 llt&tee 1e beiq Ye:rJ helphl 

to Oh1Da in the p:reeat c:rieh th:rough her policy ot pu:r­

ohaeing ailYe:r t:roa China. 

The 8we41 eh BaDll: GOYernor, !tooth, talte4 to •• in faYo:r 

ot the Unite4 Statee IUI4 Great Britain ate:riug an as:re•ent .. 
to •1ntain a :rate pa:rU,. which could only aoYe withill -- -
narrow 1!.1te between their two ou:r:renoiee without :reference 

to gold. It ia still hie opinion that the Unite4 Statee 

fh:e4 too high a p:rioe tor gold. Booth 1e watohinc tor any 

aigna of inflation in the Un1 ted Statee, naturally bopiJI.C 

that there Will be no decline in the dol:ar. He wondere4, 

incidentally, whether there might not s oon be a rhe ill 

the Treasury bill rate oonlliderinc the increased prog:raa 

tor issuance of such billa. 

The Aaerioan eoonoadc situation is receiving a great 

deal of attentioll. The tact that the President oontinuaa 

t o consult with buaineaama pleaae4 observers, as well as 

the fact that Oong:reaa does not ••• incline4 to pau 

legislation wtliclh is of a. Ye:ry ra.di-1 na.tuze. These ob­

ae:r..-era believe that if P:reaident Roosevelt aal:ea peace 

with bua1neaa, baa an eoonoaic pickup in the Spring, and 

negotiates a. trade ag:reeaent with Great Britain, the world 

Will 
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Will be giY• IIUoh enoourag•en t and it u:r eYen aid oer­

tai n -YeriJII ooutriee woh ae JTanoe and eo.e ooutrlee 

of lAUn J.aerloa t o .at.Dta1n the tor .. of soYertaeat the:r 

haTe at preeent. 

I gathered troa aoae of •:r fr iends that the:r bel1we 

t here 18 DOW deYOlOpiDg in lii&DJ' lands a Oyn1oi• &.DAl a be­

Wilderaent that a ay precede and lead to etepe ton.%d eanUy 

i n national eoono.ic affaire. The JT•ch were cited ae b ei JIC 

extreaely bnildered at the pre eent tiae; they h&Ye eean t heir 

country follow a deflation polio:r whioh exposed i t to great 

hardehipe, and after that an expanaion pol1oy which l11te-

wiee did not •••• t o help the eituation materially. It 

appears that they hel ieYe experia•te haYe been tried and 

t hat it 1e hard to see what aore oan be done. There are 

indtoatione that theee people h&Ye been prone to forget t hat 

Teal welfare will riee only if t here i e an inoreaee 1n t he 

vo11ae of pr oduction. It 1e Yain to expect an:r betteraent 

in the etandard of lhilag if the aeaeuree that are taken 

do not bring about a greater output of co-oditiee Nld 

eerY1cee. If no nn labo%-e&Ying aethode are 1ntroduoe4 

higher pricee Will only be the reeult of a ehortenilll of 

houre• of worlt. HoweYer, it i e not juet an OYerntght job 

to bring about rationalization of production. 
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_,. be aoquirM b)' utntq 1n4utr1oo an4 froall o~~pUal 

at rM-·)ole ratoo of 1Jt.hron -.11 bo ob*a1aM for tlilat. 

Buoll wao tu •a oonolua1• of tu rrnoh 1llq'll1r)' late 

produoUon. Bb.olal4 u:portaeta 1n tho f1nano1al aD& •oanar,. 

f1el4 not fayor (or 1f 11t10h u:por1-ta are not aooc.paalet 

by aeaeuroa that faYor) tho 1nteno1f1oa111on of produo111oa 

and an 1noreaoo in Y011DIO of outpla11 0 ay fr1EI.o 1ao1o11 tb.at 

they are of no help in 1mpr oY1Dg the ot&D4&r4 of 11Yiae 

an4 -y 1n40o4 bo YOr)' ba:nafu.l. 

robrllll.ry 14 b.ao been oot ao tho date for tho Dllrl 

•eeUDg of tho BI B. 

EJiD 0!' Jd:SBAGI. 

BULLift. 

u:unr 
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GROUP MEETING January 11, 1938 . 
9 : 30 8 . 111 . 

Present: 

Magill: 

ILIJ .Jr: 

Magill : 

H. !J . Jr : 

Taylor: 

llr . llegill 
lolr . Taylor 
iolr. Gaston 
lfr. Bell 
lir. Lochhead 
Dr. Viner 
Ll.!' . Gibbons 
llr . Oplwll 
llr . UcReynolds 

I don 't think I have anything . 

You 're all fixed? 

I don 1 t thlnk I 1ll call up every day . If there 1 s 
sooething important, you people can call me. I ' d 
say 9:30 would be a good ti111e of day - in the 
morn1118 . 

You (Magill) say you have nothing? 

I don ' t t hink so . No. 

Wayne, I tnink I 1ll \Vrite t he Presi dent a little 
note - will you listen to this , iolac , t hen t ell this 
to O' Connor. Tell him that due first to the f ac t 
Patman produced a bank holding bill, plus a lot of 
other reasons, I t hink I'll postpone - get the 
message ready , but we won ' t do aDTthing on bank 
holding companies until I ge t ba ck . See? But we ' ll 
ge t everything ready, and that gives the Co~~~mittee 
time on it . 

I spoke to Herbert Feis l ast night as man to man on 
tha t t hing , and he ' s going to walk into lfr. Hull 's 
office a t 9 : 30 this morning and try to get - see 
whether he can't get him to move. And if he doesn ' t, 
why, I' m just going to sit tight. I can't see myself 
calli ng up the President of t he Onited States and 
asking hie , will he please tek~ up a foreign matter 
and send for Mr. Bull end myself. I just can' t see 
it . I mea n I don ' t think it' s right. I'm s ure Mr. 
Bull would be the fir s t one to obJect. 

I had one additional suggestion which was along those 
s ame lines, that you ' d call up Secretary Bull end 
say good-bye to him before you go, say, "I'll t ake 
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S.M.Jr: 

Taylor : 

H.M.Jr: 

Bell : 

H. '4. Jr: 

Taylor: 

H. :.I .Jr: 

Taylor: 
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this up when I get back." 

Well , I 1m perfectly willing to call up and say 
good-bye, but after all, I•ve sent him two messages 
within 18 bours on this thing, and I know Mr. Hull, 
end if Wr. Hull wants to take up a metter tbat affects 
foreign matters, he can do it awfully quickly . Be 
was awfully in a hurry Saturday; at six o ' clock I had 
to meet him at my house. It was on Hungary's debt. 
"nd· I just - I know him; I mean I can• t • • • As a 
matter of fact, I know the President; if I'll call 
up and soy, "llr . President, won ' t you send for t.lr . 
Bull and myself, " chances are two out of three he ' ll 
say, •Well~ if Mr. Hull Nants to see me, why doesn' t 
he say so? But after Bull had bad an hour and a half 
with him, together witb Sumner Welles, they say 
nothing . ilhen he wants something, be is expressive. 
But Fe is .•.. 

My only point is, I don 't think there's any point 
in getting in a russ 11 bout it. 

There is no point at all. I never was quieter. 
But I'm not going to call up the President and ask 
him to see Mr . Bull on a matter t hat is di stinctly 
in Hull ' s department. 

But Feis said he ' d go ln there again a t 9 :30 and 
try nim. No fuss. 

Could very well be delayed anyhow, couldn' t it, a 
few months? 

Well •.• -then, did you know Feis- I didn't quite 
get it - told me in strictest confidence tha t we 
don ' t have strictest confidence, that there is a 
difference between the Foreign Office and the Treasury 
in Hungary? 

Yes. 

Did he tell you that in strictest confidence? Which 
does the Foreign Office want, and which does the 
Treasury want? 

I don ' t know. Yes, I t hink I do . I gathered that the 
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B.M.Jr: 

Taylor: 

B.loi.Jr: 

Taylor: 

B.M.Jr: 

Viner: 

B. r.t .Jr: 

Viner: 

R.M.Jr: 

Gaston: 

a.u. Jr: 

Gastou: 

B. U. Jr: 

Gaston: 

a . ·~.Jr: 

-)-

Foreign Office thinks tbat payaents ought to be kept 
up and the Treasury thinks the;y shouldn't be. 

Then you talk to Win Rietler and be says tbat wben 
we got 19,800 tbat 1s all we're going to get. He aat 
with the Hungarians tor a week. He said, "Don•t 
expect to get any more. " 

Well , anyway, the next move - I mean I called bia 
last night, so we can wait tor acroa~ the street. 
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You'd like to bave a Jefferson nickel with Monticello 
on the reverse side? 

Yes . Got a national competition. We still uphold 
Lincoln. 

o'lell, I •m glad of tba t. 

Dr . Viner? 

(Nods nothing) 

You look very satisfied this morning . 

All right . Nice weather. 

Mr. Gaston? 

I don't know ot anything. 

Herbert, I don't like this particular line in here -
that last sentence - because I'm very Jealous ot the 
fact that I don't tell the newspapermen one thing one 
day and another thing another day. I never told thea 
that. See the bottom (of article entitled "Morgenthau 
Denies Financing Rumors" inN. Y. Times of January ll)? 

Ub-huh • . 
What? I never told them what our financing would be 
in January . 

Ub-h.l.b. 

I mean I Just don't think it does any harm to tell 
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IlleR : 

Gaston: 

H. ll .Jr: 

Gaston: 

a . .L.Jr: 

Gast on: 

H.JJ .Jr: 

Gaston: 

Gibbons : 

Gibbons: 

H. loi .Jr: 

Gibbons: 

H. M. Jr : 

Gibbons: 

H. l: .Jr: 

Gibbons: 
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this f~llow that I constantly said all through 
Decdmbcr, "This is simply for the present, and what 
we do in January I don ' t know. " You can look up the 
notes . 

Yes . 

Lots of newspaper comments to that effect too , 

I think this was Just an assumption that • •• • 

I never said we ' d start the June notes in January . 

No. It says here you ~ight borrow in anticipation 
of June tax receipts . 

But be saia I told r epor ters t hat. 

Yes, I don't think you did . 

Wil l you handle it if I'm right? 

Yes . 

The young boy in Honolulu - we ' re making him a 
Deputy Collector of Internal Revenue. 

You get me a new Collector of Customs? 

Yes. 

You lost t wo Collec tors of Customs . 

Yes . Terrible about Joe Maynard. I knew be was in 
bad shape . 

The other old fellow out tbere has been vtritine 
himself let ters for obout a year . 

Vlhat? 

The otb~r fellow in Oregon has been writing himself 
letters for about a year. Be' s about 80 years old. 

What else have you got? 

Nothing. 

18 

• Regraded Unclassified



~ ~- - ~ ~ " - '" ~ - - - ~~ ~ ~- ~ 
... - "";. t!' .., . 

H.M. Jr: 

Gibbons: 

a.Y.Jr: .. 
Gibbons: 

B. I.I . Jr : 

Gibbons: 

H. ILJr: 

Gibbons: 
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Bow was tbe dinner up in New York? 

Very good as f a r as attendance. About 1200 people 
up there. Tne Governor made a very good speech. 

"id be.? 

Ub-h~. Tbe high spot of the whole affair was 
Tremaine on taxes. Just simply •••• 

I can' t hear this morning . 

Be simply said that the tax situation - our taxes 
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will have to be changed; until then, business wouldn' t 
get anywhere. Be was on tbe tail-end and read the 
speech, a nd went right to town on Magill , you know. 
I sat ther e , thinking of Magill being down there. 

V:eU , how di d that dovetail with l&r . Robert Jackson' s 

Well, Robert Jackson was up in the front, about tbe 
third or fourth. Tremaine - only about eight or nine 
speakers, and Tremaine was the last one . 

Only about eight or nine ! 

What sort of a hand did Jackson get? 

None. 

None? 

No, just 

Who v1ould you say of the candidates seemed to get the 
best band? 

Lehman. 

Huh? 

Lehman. Probably Bennett. Bennett - of course, he ' s 
always got the soldiers. 

But Jackson didn't get •••• 

Jackson didn't get a ripple, and I sat and just 
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Gibbons : 
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Gibbons : 
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Viner: 

Taylor: 

H . ~1 .Jr: 

Viner: 
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Viner : 
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Magill : 

H.U.Jr: 

Upham: 

H.U.Jr: 

Viner: 

Upham: 
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listened - here and there, spotted i t • 
• 

How about 1n the halls and the gossip? A~ gossip? 

"ell , or course, they all think that Jackson was 
eliminating biaaelf from New York a s Governor. 

Really? Did you go to that Saturday luncheon? 

The luncheon? Yes. ~nd the same thing there. They 
seemed to think Jackson's out. 

Sti ll birth . A still birth. Is that correct? 

~bey think Lehman will be renominated. 

Miscarriage . 

vetting very technical now. 

Which? 

Jackson. 

Oh, he was or full age when he was born. 

But not his ambitions . 

I think s till birth. 

It wasn ' t still a t all; it was very noisy. 

You win . All right. You win. 

Can't beat these professor s for language . 

All r i ght, we 1ll go along . 

( Nods nothing) 

Aren't you wear ing your hair shorter since you go up 
on the Hill with Magill? 

And grayer. 

I always try t~ imitate the man with whom I am 
associa ted . 

20 
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Lochhead : 

Viner: 
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Viner: 
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Have to be careful and not look academic . 

Bow about collegiate? 

Do you pr efer it long? If you do, I ' ll be gl ad to 
let it grow. 

llake the class of 1 39 a t Ossining. 

Not very long, but I'd pr efer it thick. 

1 1m afraid I can't help that . 

It•s a good sample. 

All right, go ahead, Archie . 

I 1 ve already given all I know this morning . 

All right . Japanese have no silver or gol d for sale? 

The Japanese haven't - we have had no more advi ce of 
shipments of gold. Silver - small amount of s ilver 
coming out all t he time . The smelting - finally 
have a branch over in Japan; buy silver over there 
all the time. Nothing special at this time . 

21 

I think you people might be interested in knowing that 
for the first four weeks in December the importation 
of silk dropped off three million dollars, and we had 
a favorable balance of t rade with Japan for the first 
time of three million dollars. And they have again 
started to buy cotton. But it looks as though silk 
was down. This one month is too early to tell. But 
that ' s ~Ulte a sharp drop. Dropped from eight million 
to five million dollars in December . 

Wha t do they use this paper base they buy so much 
from us for? 

Rayon. 

Is~that what they use it for? 

You mean they buy sort of a pulp? 

Cellulose . 
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Rayon. They're the biggest manufacturers or rayon. 

It's a paper base. Is that what they use? 

Rayon. 

What? 
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Yes. They're the biggest manufacturers, aren't they, 
of rayon in the world? 

(Nods yes) 

But that's for rayon. 

Probably mi x it up -;with some or their domestic stufr. 

Silk? 

No, pulp . They cut a little. 

nlso with s ilk, also \Vi th cotton, nlso with wool. 

Yes . 

Danny? 

Does that look all right? 

Not s tric tly compar abl e, but that ' s about it. 

These are the figures which I've been trying to get 
for two weeks . I finally got them. For the next six 
months, excl usive of WPA, al l the agencies will spend 
for relief, state and otberNise, 770 million dollars; 
and I'IPA, 6 20. So that's one billion, 390 million 
dollars. 

And l as t year, Januar~ to June- last year .•.• 

SBJ11e period. 

Same period, same agencies, about one billion six. 
In other words, we•re going to spend 200 million 
dollars less the present six months for r elief pur­
poses than we did before. 
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MeR: 
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Bell : 
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B.M, Jr: 

Viner: 
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Bell : 

Viner: 
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I t hink that figure should be 680, shouldn't it, llac? 

No, if you look at your t op sheet there, it isn•t . 

680 . 

You 1re talking about Jan~ry to June, Danny. That ' s 
from July to December. 

No, it isn1 t. Your first quarter in your fiscal 
yea r is July to September, and second quarter is 
October to December. 680 . 60 mi lli on. Talking 
about the quarters of your fiscal year. 

Oh, that ' s r ight. . ~ ----
You were taking calendar year. 

!eking the calendar year makes a difference . 
4 here isn't a lot of difference when you come right 
down to i t. 

I think that ' s remarkable. 

That ' s exactly the basis on which we f i gured out the 
relief appr opri£tion ror the District of Col umbi a this 
year . Just taking the relief appropriation a lone shows 
a substantial reduction, but when you add back t he 
unemployment and the old-age assistance, you get 
pr actically t he same figure that you had l ast year, 
and more than they had in previous years . 

I think that ' s very interesting. Lluch better t han 
you would guess, wouldn't you think so? 1450 as 
against 1600 for t he second six months. 

(Nods yes) 

Dan? 

I have not hing . 

Ileana it was too big last year. 

Correct . 

Anything while I •m gone that you can think of? 
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I don 't know of anything except the R. F.C., and 
I take it Mr. Taylor •••• 

I gave that to the President . Be accepted it . 

I mean the drafting of these bills. I assume lfr, 
Taylor will work with Jesse. 

When he gets back, which will be today or tomorrow, 
why, we ' ll go ahead with that. 

'.&:he two phases . 

lolac? 

Nothing . 

President did sign the letter? 

VI ell, he didn 1 t - he read it very carefully and he 
said, "That ' s all rtght, that ' s fine ; that ' s just 
what I want. 11 Didn t sign it in my presence, but he 
said, "That's fine, • that •s a ll right." He was quite 
tired yesterday after noon; it was late, and so he 
sai d, "That's fine." 

Uo you want these meetings to go on while you' re away? 

I think they ' re good. Sort of keep track of Cy Upham, 
Steve Gibbons, the boys who don't know what they're 
doing . 

You- as I g a ther from what you said first , you 
probably will not be talking to all of us every 
morning. 

I don ' t think so. I mean I love you all dearly, but • • •• 

I wanted tha t assurance . 

But I think i t would be good for both of us if we 
skipped a day or two . If the market should go up 
three or four points in a day, Archie mi ght call me 
and tell me, just to cheer me up . If it goes down, 
needn't bottler . 

Read that in the morning . 
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I think so. Nice part of Sea Island, kind of being 
off on that l ittle island there - I mean your mail 
takes from two to three days. I don' t know wbf, 
but i t does. 

·you're leaving about noon? 

Yes . We ' re going up to Princeton - I mean with 
Henry; then we leave New York nt one o' clock tomorrow. 
I'll call up tomorrow morning from New York . 

two l etters in the mail . I don't know that - one 
of them is on the way t o you: Vandenberg letter on 
Social Security; and the other one is the LaFollette 
letter , which has been l a i d aside for a d.ay or so . 

Well, I ' m going t o a sk lif.o to come down to the train 
.when I come through. I'll have Kieley give you a 
s l ip. If there ' s anything, you come down to the train, 
.Wac , will you? 

Be glad to. 

WiU you, when we go t hrough t omorrow? So if a nybody 
wants anything, they can - Mac will have five minutes 
to decide the financial fate of the wor ld. 

'Nell, all be good. As I say, keep your eye on Gibbons 
and Upham. 
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a.w.Jr: 

Opet"ator: 

a .JJ . Jr: 

Operator: 

a.LI.Jr: 

Onkno,.,n: 
Capitol 
Oper a t or: 

Unknown: 

C. O.: 

a . .II .Jr: 

G: 

B.K.Jr: 

B. K.Jr: 

G: 

G: 

B.K •. Tr: 

Hello. 

Senator Glass. 

lb.ank you. 

Senator ... 
Hello. 

J&mai'J 11, 19.)8. 
10:54 •••• 

Just one- wait one minute . Capitol ••• 

Yes. 

Put tllis on 974. 

All right . 

26 

Sorry . I thought that was the Senator on the line . 

Hello . 

Yes . 

Bello . Bello. 

Kr. Sect"etary? 

Yes, Senator. 

Carter Glass . 

liow are you? 
• I•m fairly well, tba.nk you. 

Recovered from your birthday? 

No, I have not. 

I see. 

llr. Secretary. 

Yes, sir. 
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G: 

B. ti .Jr: 

G: 

H. li.Jr: 

G: 

H.M. Jr : 

B. r.t . Jr: 

G: 

B. ll . J r: 

G: 

H. li . J r: 

G: 

27 
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I'm told that there ' s an evil statement in t he Her ald 
this morning that I made some slight ing r emark about 
you. 

Oh, I just thought that was tunny. 

Well, I didn't think there was anything tunny 
about it. I think it was a most - a breach of 
the truth as w~ll as civility . 

Well now, you ' re • • • • 

I didn ' t say a nything of the kind, and had I said 
anything of the kind it was indecent in a newspaper 
to undertake t o repeat things that might have happened 
in my apar tment . 

\'/ell now, Senator, it's terribly nice of you t o call 
up, and I just thought it was one of your witticisms . 

No, it wasn ' t one of my witticisms, and I 've never 
gotten off any witticism about you. 

Well , that ' s •• •• 

I 1ve never spoken of you except in terms of affection. 

~ell now, that's awfully nice of you. But even if you 
had, coming f r oCJ you, I - I would bave sllliled and have 
enjoyed it. 

I think my gr anddaughter has plenty of sense, as far 
as tha t' s concerned . 

I agree with you, a nd I .. .. 

But •••. 

. . and I wouldn 1 t mind the ••• 

But I wouldn' t have made an unpleasant contrast. 

Yes . Well now, ••• 

So I j ust wanted you to understand that there is no 
grain o1' truth in it . 
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a.I.I.Jr: 

G: 

G: 

H. l4 . Jr: 

G: 

a .~.Jr: 

G: 
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Well, that ' s terribly nice of you to call me up. 

Those two fellows, Allen and - ah- whatever the 
man's name is • ••• 

Pearson • 

••. are two of the biggest liars that ever lived on 
earth anyhow. 

··7ell, I have no doubt •• 

Never bother to check. 

I have no doubt that's so. 
• 

Yes. Well , I wanted you to understand there isn't 
a word of truth in it. 

Well , thank you so much for calling me. 

28 
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fOR IIINEDIATTI llELEASE, 
t'ucedo,v, Jonuory 11, 1938. 

Proaa SorY1eo 
No. 12--10 

Soerot~ry Morgonthru to~ cont the tol1owinc lottor t o 

l!opreoontat1vo J ohn J. Coehr::n r.o Chaircon of tho Coonit t oo OD 

3J:pond1turoo in tho ~oeut1ve ~tocr:ta and aa Cha.1r aar: of the -
Co~ittoe on Govor~ont Organisntion of the Eouoo of Raproaent~ 

t1voa, t o So!Ultor J, Rt>.oilton Lcw1a aa Chrirno.n of tho Cocmttee 

en 3J:pend1turea in t ho Executi vo Dopo.rt::~onh of tho ~cnate and to 

Senat or J lll:le& F. llyrnoa aB Chnittoru> of tho So1oct CoCDittoo on 

Gov<lrlll:lcnt Orgnnitntion of tho Sonnto: 
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14' dellr llr. Cbai man: 

Tho Annual Report to the Congreaa of the Acting Comp­

troller GenerAl of the United Statea for ehe fiacal year 1937 

containa etatementa aerioualy reflecting on the conduct by the 

United State a Treasury Department of t he public busineaa w1 th 

which it ia charced by law, 1nvolv1nc the care of the public 

f'unda entruoted to it. 

It 11 my belief t hat char£Ps of thio character having 

1><-en brought formally to the attention of tbll Congreaa it 1a my 

duty, as r e aponaible bend of the Department which haa been criti­

cized, to reply to them, and I am t herefore uddroaaing myself to 

you aa Chairman of a Comm ~ ttee of the Congroea which will have 

before it for consideration matter s t o,tched upon by the Acting 

Com;>t roller General' a report. 

'!'be apeci!ic cr1tic1o:> dlrectPd at the 'l'reaaury Denar t­

ooent by the Actill€ Comptroller General 1a that the 'i'r<'u=r De­

partooent lut.a failed to cooperatP. with tbll Gene ral Accounting 

Office in providing a proper aecountlng ayatem tor thq Govern­

ment, and t•o instancea ~ cited by the Acting Comptroller 

General to ouatatn this criticism. 

Ob•louely, nothing can bo more •1tal t o tho orderly 

trana&etion of publi C affaire thPn the aafek-eplng of the 
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public funda and the aaintensnee of oeeounte in auch form e.a to 

pormit the efficient trnnaoction of the vublie bueineae, and to 

preeerve an aeeurote r ecord of all traneactione for the information 

of Cofl&l'eaa 8!ld the peoplo. '1'te Seeretr.ry or t he 'l'reai!Ul"J is 

chergrd ~th a grave r eepone1b111ty for the coll~ction, aafe­

kt'eping, end pro"por dlebunement of th<'l public mon~ya, A re apona1-

bility "hicb he muet diachnrst in full compli~nc~ with trs lnwe 

o~cted by the Congre ea. Re can· not r<>Hovn hilll'llf of thi e 

rreponaib111t;v by obodi~nee to t ilP cer<' d11"'ct1on of ""7 otill'r 

officer of th2 Govornmont. 

Real1zinc to t~~ full this ~ep~neibility •itb which I 

Am chorged by law, 1 bogM, aa soon se tho rnport of the Acting 

Comotroller Generl'l ""' 'brought to my notice, e. c11rotul r <>vie• of 

t he r~lRtiona bot .. ePn the 'l'reraury Dep.•rt,.,nt ,.nd the Of"ice of the 

Com~trollPr Gecerr~, • ltn the pnrticul~r purpoee of detera!ni~ 

~~~thor thPre ~n Justice in t ho critict-. ~hich t he Act!~~ 

Comptroller GonerPl baa mMe of the Depnrtmont. It in m:t bcll<'~f, 

1\f tor n most careful oxMinP.tion, t~t t h • Cl'l ttciem of the 

Acting Co:llptrollPr Genor"l 1e "i thout ocrit Md th11t it is 

1eroly "" ihcld9nt in a continuing effort of th~ Qnn~rPl Account­

ing Office to nasu::10 dutlPa not cnt ,-uat l!d to it 'by ll\~. az:d to 

aeoort nuthor1ty neith~r nx-prea.ly gr•.nt<~d 'by 11,. •• nor properly 

doducl'bl~ by 1m?l11!ation from the l~r . 

This offort of t~.e Ot'!'icn of the Comptroll6 1' OenerPl Ia 

~ll illuatrntcd. 1 think, by the t•o lnntnncoa eitrd by ~~e 

3: 
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~ting Co~ptroller GnnerAl to ah-.~ lAC~ of e~oper~t!on by the 

Trcnaury Deportment ~ith hie office. Tho~ also r eveAl , it ae~m• 

~ nc , "aoet eerioua bl!aie f m lt I n the •hol <' conception ot 

thoir r oaponelbili tiPo ~hl eb BOCM& fron th~ atPrt to b"~ pre-

~nted t ho of fi cers in chnrgo of the OCnftrRl Aeeountinr. Office 

fr~;n render !na t}\P :public ee rvlce t~t t he Con(T"'ae OXJ)ftCt<'d of 

t l\4>,. ,.hen it ;><>01ed tbe llw!get Md Ace'lW\tint; Act. J'<)r t~t 

r anson , nttor denllnb ~ith t ho aoeei fi o eriticisoa of the 

Treneur~ in th~ r~por t of th~ ~ctintc C~mptr,ll~ r Genor~l. I shall 

'l'h~ fir st of t h• tPO ir.stano~ a cited by tl~ Actin;; Comp-

troller Gener ~l r elates t l'l t he feilur" of tho Trr·reury D<!pcrtment 

to uee s)'l'lboll l\lid titlee pr oocrll>•cl by t~r l»optr?ll~'r General 

for ap;:.r o;>r ie.tion f'.n<l rEceipt accounto . 'l'M othP. r rlllAwa t o 

fni lure nf eortnln eorpor~tinna to eoopl~ ,.1tb accounting pr~ -

ecduros pr oaeribr d by the Comptroller O.HII'r nl . 

J!Y.:'.b' la~ 'i'11.l.!.!...f2r io.1>'0r9pr i" t \ 21' 
!!!lLI!ru«'~~~\!!ll 

The crltici so of th~ Tr~nsury r rlnt!nR to ita feilurn t~ 

uae a~bola P.nd titlPa t or ~ppropr1~ticn Pn~ rncei?t nccounta ep-

P\'IU'O on P"';;I 2 fl.nd 3 of the Acti!l8 Co::>;>tr• ller Gt>ner~l 1 t r~por\. 

n • • • n n.:- "" ayt\t"n of eynbl')la ,-..rv, titl'"'t t or 
nppropriati'>n ')lld ,.,.,eeipt ncM•.•nt• ,.,., prreeribPd 
b:y GfinP r '>l !lefU}!'Uone 11, . P4 , o\1\tr d Jwo.a 15 , 
19~~6 . 'l'hP nbv1 '>UI purp<>e•a :> f OftrA r • l !lecul"­
ti~n• H~ . 84 are --
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"(a ) A pr opo r claeet fi cat i ~n of public non~ye , 
bot h r ncolpt e And appr~priatione. 

"(b ) A p~sl ti~ l~entifi cation o! r~c~iot ae­
count a wi t h t hei r rnl ated nppr~pr1Ati~n 
account a. 

•(c) A D'>re th~rougb and epet'diAr Anl\lyaie , r 
the rtnMc18l Mcounto o~ tllo Gn""rn':IOnt. 

•on the ~ho l • t he nn• ayste~ an~ pr oc-dure , ne 
ondifiE'd t ? f i t u11u aunl MnM tiona, hns provM &'\t ia­
f~.ct~ry and h r <\ecid'll\ i~nprov~m·nt ove r thft ole\ 
eyeto!l'le . The ct.nl\&e fr'>a tt,P <lH evstAt.: l)f IYT.lb.,le 
and e.ccot>.nt deeil!"ntions t ·• t'!" na p entl\1lo~ •~""' 
aM1tion8l "or!: O.'\d '>l<'p"na~ d•tr in€ tluo ttec-.l •rtu" 
193?, both in t he Gft!V'r~l :.Cc>lltltill(; Otflc<> ~n~. in 
tl,e P.doinJetr'\tlv•• ?ffiC('I, but tV> r<'auHa Juotlfy 
n:u\ norc t:UU. ?tfeet tbn d1f~icultlfla er.c.,l111t<'rn". . 
In effectillf' auch ciii\T . .;o the 1\PpVtlOI'nta ~ n etnb-
11ohl1ento g<"nornll;y co?perPte<' f>ally . 'l'l:q 'l'r~~eury 
Departoent , h'>...,.~r, r o tuaed t o Adopt t hl' nrnaori l>od 
eyobols in conn~ctinn ~ttb •ta ~cor~a ~~non rnault 
DAnf ndninlstrntiv" offices bnve be~n cnnpoll~d t o 
eho• b'>t h the nld nne\ th~ ne- eyobola on Mnny '>f 
t heir accountinG ~OC'li-On te . llepent"d offnrte heve 
fni le~. t o elicit !r~., t he 'l'rPrsury !lepMt '1ont r.n:~ 
r cnl reasons wr~ t he no~ ermb~l& aboul~ n>t be 
al\optod tbero, or that eucb ""nptic n ...,uld n<>t bP 
clto~ t!lcr in tl:~ bPat interests of the o ..... r nDP"t . 
~ alt~tion tl:ua it~cl~~~ rvi~•nooe the type ~ f 
d1ff1cult13s oncounterft~ by t he Gen~rP! Aec'>untlnr 
Office in its eft•rta t ~ d~velop ~1 •atnblleh n 
pr~per L~d ctPqunte e~ete~ of nccnunt s f or the 
Goverll!!IP.nt . Un~•r oxietlr11: b.~ it C\P~ proocr ll>o 
but no p?~er ia e tvon t~ enforce 0 10ryli~ce nlth 
prnecr ibPd pr >co1uree . " 

1. The Co:rptroller Gt>nor~l Axcee~ed 1111 D'Jth•rlty 
in ~~ecribi~ th< ne~ s7st&A of eyob'>la nn4 
ti t les for eppropri~ti~n ~~ ~coipt account s 
"" cnrr ie<l in tho l)fficiel ncc o•U\ta t11' the 
Unl t cd S tnt~a Tronour ;y. 
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'tM "o'brloua• pur;>oeea o f the n•,. &7atoa ,."' 
not &a indicl\ted ~" p&?.e 2 <>! t he M:Hil# 
Ot>cptrollcr Oenerl\l' a r op?rt unl\ft r t he cllp­
U ona (,.), (b), Md (c), (t\b'>.,.,), f ?r tl'.e 
r oaaon that all ~r euch purpoNla ,.,re beinG 
aorvo~ un~er t~o ol d eyst en of aycb~ 1a An~ 
Becount titles. 

The ~teroinati~n qt t1t1~ a ?f npproprilltion 
a nd rece ipt account's h.'\a been a prornr11t1ve 
Of tho Secre t ary of t ho 'l're&Olltry fr?CI t he 
'borlnnlllf' of t he O?vern.~Pnt I!.M hna Mver 
boon ~usatione~ b; " Ot>npt~?1ler. It 1a 1\ 
neceaa'\ry incident t o t he drA•-int of ,.IU'rMta, 
ft>r "hJch till' Secretary t> f t he '!'re!>aur y 1a 
~•PQnaib1• under tho la•. 

Tho c1~ssif1catlon of r qcoipto ard ~~ nd'turPs 
?f t hP <nvor!UY nt is of mor e c ?ncet'n t > the 
Trenaury Depart t>Pnt t hAn it 1a t fl t ;,., G<-ne r • 1 
Accountin~ Of!i cc . Th~ nn~ systoCI ?f ayo'bo1a 
c onaietr. d of "-P'Pr<>xioat~ly 700 pll(.'eo, 1nv.,1v1~ 
12 ,0~0 Hens, pn·' aubaoquont r ovl &i'>na pr?v.,~ 
tl.rt t hcy " e r e not suffl dent 1y roUab1n f or 
uon by t he Treneur;r Dnprrt~nent. Tb, TreMury ' a 
ACCOttntB r.mst l>e nccur'>to . 

The reru1aUons pre scr ib1nt. th~ M~ eynb?la 
wore dl\te~ J un<> 15, 1936 , only 16 ~nye b1ffl l'f> 
t !.lo bc~:tnninc of the DO- fhc•l year t o ··~ich 
t h";r "ere t o 1\P?l)•. 'l"ne l'f'i\ll "tione " or B 
neve r officiclly tr,.,mit to~ by t.,.. C?•Jp­
troller Ooner :'.l t o t l:e Secrf't&ry of t!loe 
'l'rt>&eury. '1'h<- D>partarnt ~"-• nblf' t ? 
pr ocure "' copy 1n.f~raal1y Pb u t Jun- 22nt\. 
Tt.ia w•a l'lft or tl.c !i'Mns·.u-y 1.~ p r ep• r<'d 
•11 of ita l0~€8r ahe~ta nnd rnrri\Otl 
covcril\1- nppr,pr ie.tiona fnr tl.• n·~"' 
fie cal :'~"". 

'!'he 'l'rflr anry had not 'be• n previ?ualy conaulto~ 
'" t o "!tether the ne .. ayatt>rn " "u1d llM>t 1 ta 
nee~e. 

..,\0 Tn.•noury rndl'e.v~roc! t o l'f'C?rcne i t1 
diffi'Nl"C<'a -ito t LJ> Groou.l Acc?u:ltil\{f 
Of :'i cc . .-! t" no oucce oa. 
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8 o '1'b.e DeW STSte& has r ewlted in all increaaa 1n 
the administrative expenaas of the Govarn.ent, 
(See !or instance, hanrlngs before the Bouae 
Approprlatlona Committee on the Na.y Appro­
pr iation Bill !or the fi•cal year 1938,) 

9 , The eoundnaaa of the Treaaur,y1 a position is 
definitely eatabliahed by the correspondence 
between the Secret~ry of the TreL•ur.r and the 
Aot1ng Comptroller General, co;~iea of which 
are attached hereto . 

Corpora tiona 

The s~con4 lllatter on which the Acting Co::ptroller GeMral 
~ 

alleces that the Treasury has !Riled to cooporate with the General 

Accouoting Office in eetabliahing a propor ncco~ting procedure 

relates to the ham\ling of f'u:nda of corporntiona, pnrt1cul.arl,y 

the caee of the Fedorul So.rlnga and Loan IneurMce Corporation. 

It ia aaid that "tho Treasur-; Department atill r ofuaoa to 

coopernte w1 th the General Accountinc Off ice in having euch f'u:nda 

covered into the Treaaur.v. • 

Several f110ta stand out tn the cuo of the Federal 

Sarlnga and Loon Insurance Corpor<>tlon , These 1110,1 be enwaerated 

aa followa: 

1 , The l aw noi ther req_uirn nor authorises the 
cover ing of the Corporat1on ' o f'u:nda into 
tho Trcnsury, 

2 , The Corporation la authorised to "depoatt• 
ita money into the Tr~asury ; or, with the ' 
approval of the Secretnry of tho Tr easury, 
it may even depoait ito monoy with a fedoral 
Reserve bank, Or, it 1110,1 inveat ita 110no7 
in obli~tiona of the United States, or in 
obllptions of which tho principal end 1D­
terost aro cuarantoed by t1w Unitod Stoteao 
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a. I t h the pollc;r of the Troo.eur:r llot to be­
come o. party to proceduroa which .are not 
authorised by law, eYen thouch proacrlbod 
by tho Comptroller Gilneral . The 'l'reo.eur:r 
Depart .. nt doea not interpret the Bud«ot 
and .lccount1nc .let as rellorlnc 1t of ita 
own r eaponaibilitiea to aco · that the lowe 

·of the Unitod States in whleh it ia con­
cerned aro complied with. 

4. Upon requeat of t .he Corporation, the 'l'reasur:r 
attempted to reconcile the oppoaing vi ews of 
the Corporation and the General Accounting 
Office, In foct, the Treoeury proposed a 
procedure whleh '"'" substantially thAI aDJDO 
as the re&Ulnr eatabliehGd procedure, the 
onlY di~er£nco being as follows: Inatead of 
using a for-Jal requisition proacribed by the 
Comptroller Gener al and a formnl Trer~ur.v 
W3rront, the procedure inYDlYed proYided for 
the writinc of a let~r to the Secretary of 
the 'l'roa~ur:r b~ tho Corporation, r equcating 
the trnnofer of money from the Corporation ' s 
general account to a·disbursing account. I t 
is important to note , however , that provision 
was llll\de for the approval of auch requests by 
the Comptroller General before the money wae 
to be made available to the Corporation for 
diaburae:oent purposes. This procedure wae 
agreed to orally by representative• of the 
General Accounting Office and wo.e followed 
tor aooe time, until the eobptroller General 
hineelt, by a for.nol letter, upaet the pro­
cedure: whereupon the Corporation determined 
further nttompta to cooperate with the 
General Accounting Office were not warranted. 

"'' I 

In conalde~nc the ca&e of the rodcre.l Savlnga and Loan 

Inaurance Corporation, and compari!l& 1t w1 th a re&Ular deparboent 

or utabllabcent of the Government , it muat be borne in miod that 

the 'l'roaaury Departnent haa entirely different reaponaibllitiea 

in the two caaea, 
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.U to tho 1oderttl Savin.Ia llll4 Lollll Inourance Col'j)Oro t1on, 

the rreasury1 e r oapona1b111ty vno only thAt of a depoa1tnr.r. Tho 

C!>pltal of th1a Cl!l'j)Orat1on vas prorlded thro~ the oubacr1pt1on 

of $100,000, 000 of He capi tal stoclc b7 the Boae 011nere1 Lonn 

Coi'))Ornt1on, r:hl~h atoclc """ J)lll.d for in tho fo:rm of BaLe bonde . 

Congr ess did not oYcn make an appr opriation from tho Treasury in 

this ease ns ia uauallT dono in creating coi'))Orotiona. The 

Tr easury Dcportaent did not have the r oapona1b1l1 ty of ! ~suing 

" vnrl'IUlt authorising tho Col'j)Orotion to apend ita ooney, aa 1a 

dono in the caoc of n r e.;ular depnrtl:lOnt or oatnb11811Dent of tl'.e 

Oovornne~t . Tho rreaaury Departoer.t netod ooly as the Coryor~tion1 a 

bonk. 

On paao 21 of the Acting Conptrol1or GonLr nl 1 a r eport it 

is otnted that the :Cloctric Boco al'.d l!'tll'll Autil~rity 1 1s another 

inatnnce whore the action of tbe Treoaury Dopnrtccnt under~• 

to counsel nnd diroct tho aettl.Dg up of accounting proeodurca• , 

ond on pa<:c 27 n aiail~r r ef'er er.ee 18 r.vlde to t he Tr easury Depnrt­

ment concerning tho B~me Omner o1 Loan Corporation, 

Tho f~cto in t hese cases aro ooaontially the aooo aa 

th?ae aentioned ln connection vith tho l cderol SnviAga and Lonn 

Inauranee Corporation, 

'the Troa~~ur.r Deportment haa noV\lr intc.r fcred .:1 t..'> t~ 

aet~ing up of nccoun~ing proceduroa by t~ Coc~trollcr Genorcl, 

but , on tho contrary, hna frequently ~ttomptod to r econcile tho 

diffor cncco bet~oun t ho General Aecount in& Office and cdoinia-
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trntiYe scenciea in Order to prooote the generAl public interoat 

12horenr the !'reUU17 Departcllnt wna in MT wq iDYObe4o In 

the instant caaea ~be Treuury D!'partoent 1a r uponaible tor 

handling the corporations' tunde , nnd baa felt a duty to aeek 

aolutiona to the problena eubnitted to it by adalniatr atln 

egencioa in connection with ito daily operations. The reconcilia­

tion 'lf ~heae differences is not a task: coveted by the Treasury Do­

partcont, and tbe worlc of the Tre:lSll%'7 would be grently 116htoned 

if the Gener al Accounting Office should attempt sori'lualy t o under­

stand the oper ating problome of adc!nlatrntive agencies , and ahould 

cooperate in de'fialng accounting practlcoa to ceet the require­

mente of coed adminiatration, 

Both of the instancoa above are r evealill6 in their 

r eflection of the Beneral attitude of tho Office of the Coop­

troller General tonnrd ita reaponaibilitioe. They illuatrate 

not only the effort of that offico to extend the aphero of ite 

reeponeibilit7 in diarcgerd of t he ln~, but the arbitrary and 

peremptory method that it edopte to ncco~pl19h t~a obj ect, The 

fira t of the two eaaea ia more important , bovever, ainco it ahowa 

very clearly the apir1t of the approach of the General Accounting 

Office toward one of the moot important of the reaponaibiliti ea 

w1 th wh1 ch 1 t 1a cbar.;ed by law. 

That roapona1bility 11 atotod in Section 309 of the 

BudGet and Accounting Act . aa follona 1Tbe Comptroller General 

ahall proacribe tho foma, ayatet:a, and procedure for e&llnie-
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t rntin Appropr iation ~ tuD4 accountin& i n tho aeveral depnr~ 

cent• nnd eetnbliahoonta, end tor tho o4minietrdtive exnninntion 

ot fiaonl otfi cora ' accounta and elaine agBinet the United States, • 

It waa on thla autho1•1ty thl.lt tho Conptroller ~eneral 

r olled in attenptir.g to force o~ the Tretuuey Depe.rtcent , \:'1 thout 

consultation or adequnte notice , nn ont1rel7 new and cocplicated 

aot ot aycbola ~or tho central r eceipt and appropriation accounta 

in tho Troaeuey, er-;bole t!lat 11'8re proved by eubeequent rcvialone 

~d corrections t o be ill eultod to r.ootinc Tronaury requlrcoente , 

CoQQont~ng on the refusAl of tho Tr oaeury to 1.\dopt these sycbole i&­

stantly, a course which inevitably would hnvo cnuced great co~fuaion 

in tho public nccounts nnd needless oxponso to the Oovernrnent, the 

Acting Cncptroller General c~~onte 1 

1 11ndcr exlating law it (the Gonor nl Ao­
countlng Office) Dll7 prescribe but no po\TI>r 
h . lYon to enforce cocpllcnco 1ritb pr oscribed 
procedu..-oa. • 

L!!.tc r ho adda: 

•Vuch core r apid prot;rell \lOuld bo dasured it 
the law imposing thie trecondoualy icportnnt 
rcaponaibility carried Alao the ooane tor 
cocpolllng obaervnncc , • 

:llee"lthere in hie report (Ptl£0 4) be ghu lds idea of the 

purpoae which this Author! t:v t o prescribe tor:1a ehould serve in 

tho ho.nda ot the Cocptrollor General, Thora the prilYl%'7 neod ot 

odt.quate recorda !or od:>inletratbo pu.rpo~oa , to fulfill tbe 

tunctione for uhlch the Oovorncent exietl, 11 recognbod but 
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brian,.. The Actins Comptroller General'• i nterut h centered 

in providing papera for audit . He 1aye1 

•rn eucb circumstances tho General Ac­
countint; Office becomes peculia.rl;y related to 
tbe" ent ire tiacal aaeb.iner;y or the GoYe%'11.1118nt 
and throua:h the utilisation of the fiae&l data 
neceaaaril;y concentrated in the General Ac­
countin& Office t9.L .Y!9_ wrpooea 9L ~ .im!U! 
it constitutes the center into which the ac­
counting recorda of the Government abould and 
are now. beinj! properl;y coordinated. " 

It should not ruquire argument to convince an;y reaaonabl;y 

i ntelligent peraon that tho moin purpose or Govorncont or the main ..._ 
purpoee or keeping GoYorn:oent accounts 1a not to provide materiala-

for an audit , The Min purpose is to provide tho working equip-

ment for carr;ying out tho Government'• functiona . It is~ ad-

miniatrative purpose ; audi ting is an incident, and o system which 

adequatol;y s orvea adminiatrativo needs must necoaaaril;y furnish 

adequate information f or complete audit. But t o aubordinato the 

working neoda or tho Govol'IUIM!nt to the purpoae or providing "" 

abundance of document• ! or aud iting purpose• would inevitably 

be fatnl to administrative efficienc;y. 

Tho Congroaa boa not given the Gener~l Accounting Office 

nn;y outhori ty to do thia . The failure of the Congreaa to g1 ve tho 

Comptroller Genoral authorH;y to force upon the exccutho depart-

ID8nta an;y accountinll a:-ste• be ma;y deviao cnn no t be regnrded "" 

nn accident or an overai&ht , since it correapcndl to n co!IIIIIOI>-aenae 

view of the problelll. Surel;y no private corporation would foroo on 
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ita adJ:>iniatratiYo ot&tf an aecountlnc a7Stea dorlood by a f1Z'II 

of auditor& without givinc ih own neeountllllh an4 oxocutboo a 

thorough opportunity to paae upon ito worth1noao nod auitnbility; 

and no firm of accountants worthy of contidonco would undertako 

to roeo~ond aueh a ayatam without tull consultation with &tatf 

accountants end . oxoc:utivca as t o tho work1ng requir0111onta of the 

bueinesa and a moat thorough effort to satisfy thom on ovory atop 

eontOl:lplnted. 

Whnt tho Congress did in f~e t lapooe upon tho Comptroller 

Goneral waa a dut~ to consult nnd eooper~to wi th tho officers of 

tho executive depnrtmonte in doviaing and putting into effect a 

thoroughl y adC<IU'\t o ayat a:: of doportmantal recorda. 'l'hnt cocml.eaion 

by its vaey nature could not lmvo boon occocpliahed w1 thout the 

coat thorough co0?6r ation, dilig~nt of'f~rt to undoratnnd the probl«oa 

with which operntit~g oxocutivoe ne heed r.nd a opirlt of cutual 

roapoct end po.tiont endoo.vor t o ronob to. oeotlng of oinde. 

Tho 'l'ro<,aury Dop=toont hna '\lwe.vs atood ro~d7 to giYe 

offect to tbc l~w 1n ita full letter I'Dd ~1r1t Nld to aeco:::pllah 

tho sort cf cooporrtion which tho law contenplctvd. But it hPe 

not boon not by n eioilar apirit on t ho part of tho Oocptrollor 

Conorcl. It bra not opJoyod tl:o coopor!\tlcn fro::l the Cocptrollor 

G3nercl.'• oftlco which 1t ht-.4 " right to oxpoct, in dew of tho 

e.:rpresa toroa of tho lt~w. 1he Co::ptrcller Gencral 1a o.ctiona baYe 
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not been coopere.tive: they h&<re instead been peremptory, e.rbi­

tral'T, &Dd ce.pricioua. 

I ah&ll be glad t o 8UJ>Pl7 to your Oo..t ttee , if 70U 

8bould deai re it, &bund&nt evidence in support or thio atate.oent , 

The Goll!Ptroller Oener&l appeara to h&ve taken too 11 terally 

the press roforenoes to hia position ae that of "watchdog of the 

Treaaury" , and in seeking t o realize that fiauzativo description 

t o have conceived hie !unction to be that of snappinG at the heels 

of the adlllinistrntive of1'1cora of the Goven11:10nt , and undertakinc 

to bampor them in tho !nith!ul performance of thoir duties , rather 

than cooperating with them to render more effi cient aorvico , Bo,_ 

eve r appropriate thnt nttitude mny be ~o the work of the Comptroller 

General in his function as M auditor, it CM not bo applied to 

tboae !unctions - auch na th.'\t of preacr1b1nc fol'l:la of recorda -

wb.ich are supplemental to tho work of the r~niatrnti ve brnnch of 

tho Government , without O<>uaing injury to the public service. 

To interfere with the proper exeroiao of administrative 

authority 1a to interfere with, and to divide , ad.miniatrative 

reaponsib111ty, That h&a been the direction of the Comptroller 

General 's effort, Not aatia!ied w1 tb what be h&a acco1:1pll•bed by 

& process of determined infiltration and a .. ertion of unauthorired 

author! ty, he ia now seeking from t ho Congreaa a moct amasing 

grnnt of po ..... r . 
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To combat t hat requoat ia one of the chi ef purpoaea of 

thia communicat ion, I do no t combat it out o f any jealous deaire 

to ae.f eguard the lawflllly «ranted llUthori t;y o f t l'le Treaaur;y De-

partl:lent , but rather beco.u.oe ol' " aincare bel1of that to «rant 

the co.,troller General the anthon ty he aeea would be abso­

lutely fat !ll. to 'good nd.miniatrt>.tion o.nd would i ntroduce untold 

poaaibili t iea of confuaion and botr~!ll. of tho public truat, 

The Comptrolle r Genern1 1 a request for thle now authority 

1a cont.:rlnod on J'R&O 12 or hie n;port. !!o p~poa<>a I'Jl amondl:lont 

to Soction 309 of tho l!uii&'Ot and Accounting .Act (cited nbovo) to 

rend na follows: 

"Provided, that n'Opnprintod or othor mone;ya, 
available to nny doportoent or es tnblio~nt na 
indictltod in Section 2 , sholl not bo ndv:>llced for 
er.penditure or be expended ~onover there is sub­
stantial fnllure to install -md 11\1\lntaln systems 
of accounting Md procedures relntln& to the re­
caipt , depoalt , 11ppl1cation or expenditure o! 
public , quasi-public , trust or corporate tunds , 
prescribed puraunnt t o this section. • 

'l'he effect of t he ennctment of thlo proposal " "uld indeed 

bo to mnko a very O~l\r of tho Compt roller Gen<•rlll. It would give 

hie nutnority t o interfere with and to nullify ~lmost nny net of 

an ndciniatratlve offlcor of tho Governnont, to hal:lpcr by delnY and 

to blockllde by innctlon o r cnprice the cxorclee of t he JOOst ca-

aontl!ll. eovornoont'\l functions. It would in offoot mnl<e him the 

moot powerful ~niatrntive officer of the Oovornoon t , but wi thout 

any reaponsibili t y to t ho Chief Executive e l ected by t ho peopl e and with 

43 

Regraded Unclassified



.. • 

- 16-

only auch auperviei on ot hi e e.cta aa t ho Oongre .. might bo able t o 

oupply through oce~ionnl invoeti6rtion, 

Such a al.ngl1Jl6 ot buge execut1Yo rcaponlibUity with tho 

function of ~t could not de otherwiae than to prejudice the 

1ntegr1 t., of t he Comptroller Genel'al 1 a nud1to , beaidoa introduci ng 

hopolesn confu sion into f:Ovorncentel nffail'a , 

The i~bility of tho ActinG Comptroller Gcnernl to 

vhw:U.ize t~ 1mp11entiona of hin proposal 11, I think, a cora 

oorioua reflection on hlo enpeci ty to undertake ouch a reaponei­

bllity than any cri tieiem of hie ubich anyone elae might voice , 

I t is extremely important that a gQod and effective eyetem 

of audit of Government nocounto be maintninod, and not the leaat 

of the dangers in thio proposal of the Acting Comptroll el' General 

1s itn I!IOnace to the integri t y of the aud1t1~ proceaa. It would 

be mnaCGd not only by confuaion of reaponsi b1l1t7 but by tho 

probability that oo atri~nt a control ovor oxponditurea would 

raeult in the exemption by Concross of many apeoific appropriation• 

from ell DUporvialon by the Gene ral Accountinc Office. 

Vol'y truly yours , 

JmmY IIOBGEN'l'IIAI1, JR. 

Seeretnr:Y of tho 1'reaaur1o 

.l:neloaurca. 
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tho secre tarT ' 
bahi~ton, D, C, 

July 11, 1936, 

Dear Judge Elliott: 

This has reference to the conference botween 10u and t he Com­
missioner of Accounta and Deposits of this Department , r elative to 
General Rcgul:.tions No . 84, issued by tho Gonorol Accountill!; Office 
under dllto of June 15, 1936, 

Theco rogul.at iono , I understand, provide !or a r.ow system Of 
symbolizint: tho various revenue and appropriati on accounts of t ho 
Govornmont, The .u.Joat of symbols issUl'd na n part of tho regulations 
i a a I!I8.Irulll conais U~ of 388 oimeograpl:ed ahcota , tho greater part 
of which a rc printed on both aides of tho shoot , so thD.t tho =nual 
covors approxil:latoly '100 PQ&oa: Tho conuol of U)'!:>bols was not d &­
livorod to tho Secretary of t~ Treasu:-y, aa 1a cuato::lal7, until 
after t he begi nni nt: of the nell Usc<>l ;roar; nor "" the office of 
the Secretary of the Troo.IIU1'7 consulted or ~o ocqu:>i:lted with tho 
con tents of tho tlo.DUl\l prior t o its rocoi pt , 

Aoido froc corto.in implicationo "hich o.ro of concern to tho 
Secreta:ey of tho 'l'reAsU.."')' with respect to tho doai gnation of o.ccount 
symbols and t ltloa to bo carried on warrnnta ioaued by the Secrota:ey 
of the Treasury purauo.:-at to lllW, and carried in tho public 11ecounta 
mo.i nto.inod upon tho books of tho Troasu:ey, fo.iluro to furnish thia 
Department wi th o. cow of tho canu.o.l of s;rcbola , or t o acquo.int t ho 
'l'roD.sUr7 with ita contonta su!ficio:.tly in adva.nco to pemit of tho 
plo.."Uling of its oorlc, proaonts corto.in,practicol difficultica to tho 
Department r.hich i t did not o.nti c ipato, 

I am ouro tho.t )"OU will agree that t ho Treaou:ey Department 
and General Accounting Offi ce hove a mutualit)" of interest in matters 
of this ldnd which extend beyond. tho interest which other depart­
menta of the Government ma,y have , l'lhile t ho Troo.ou:ey Department , 
as all other departments , has its adcinis t rativo accowting problotla 
i n each of ita several o=inistrati ve bureaus and offices, the Secro­
ta:ey of the Troa su:ey ho.a , in addition tl:aroto , an enti:e~ aeparato 
and distinct roaponaibili t,- with respect to tho iaaunnce of varronta 
on tho Trcaau:ey and tho mai ntonnru:e ot tho JU)>lic D.CCO'Il<'ta rcl,..ti n& 
to all departoenta and oato.bllal:Eients of tho Oovo"""'::>t , 

Pres\Elo.bly, Gonorol Ragulo.tions No , 84 wore issued purauo.nt 
to Section 309 of tho ~et nnd Account!~ Act . Although I do n9t 
questi on tho motivoa whi ch actuated tho iaounnoo of Regulation No , 
84, theso regulo.tiono and tho oro.l atatomonts made with rsforonco thoro­
to imply tho.t her eo.!tor t ho Gonoral Accountillg Oftice propoaoa to pot­
tom a function horototoro perforcod by tho Treasu:ey Department , 'llhilo 
tho etatomcnta ~ by r oprcaento.tivoa of the Oonerc.l Accountill!; or­
fico ecphasiu t ho need. for a~bola to be uald for audit pcrpoaoe , tho 
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oanner i n whlch t!le regul4t1ona were lull*!, when considered i n tbe 
Ut;ht of other circut:~~~t:ux:oa , 1e such o.a to wv.rrant the nasmpti on that 
hereafter the Oonerol A.ccourt111t; Of fice , rather tho.n the Socret(UT o f 
tho 'l.'roc.aury, proposee to determine the choro.etor of the infonD~~>tion 
to bo co.rried i n TroaaUl'l" we.rrnnh Md i n ita officinl accotmte. It 
tllia neo'llllption i a corroct , thon I muat take the poaitlon that tho 
General .A.ccountlng Offi ce !vl.a e.a:rumod authority which, in J!J3 opinion, 
hao no~ boon weted i n it b;y law, and in which the 'l.'rea!lUl')' will not 
concur . 

I t should &lao be atated that tho Treaaur;y Depc.rtoent dooa not 
quoation tho Cldvlsabill t;y of dovialng a a;yatllll of a;ymbolization of 
a.ceounte , to bo f'!)len.sed in convenient tom llDd cado ava.ila.]>le &a 

n hondbook for the uao of Gove=ont officers o.nd oaplo;yees. !bo Do­
partoont dooa , hol'levor , question tho mnnor in which such pc.rpoaoa 
4ro prapoaod to bo acCOt!}>lished, eapoeW.l;y 'D'Mn it involves n 
prorognUvo of thia Department of tnn<¥Mn~l- importance , and which 
ovont\111117 111q lead to difficulties in tho lfandling of the routine 
work 'D'hich baa been !.mpoaed upon thie ])opGrtment b;y lu. In this 
connection I om not umdndful of Section 309 of tb Eudget and .A.<>­
counti %>5 .A.ct , or ~ho foot tmt tllie mntter t1D\f be looked upon from 
a alit;htl;y diffor,nt angl e by tho accounting officers in tho Genornl 
.A.ecountlng Office. Nevertheless , I feel tllnt tho objecti ve aousht 
ca.n bo boHer c.ccomplishod a.nd the interest of tho Govornnent 1>0uld 
boat be oervod if there ailould be a. better undorato.ndi ng between tho 
Tronsur;y DepGrtment c.nd tho General .A.ccounti%>5 Office concerning thoi r 
roapoctiye functions under tho 11111' a.nd in which tho;y hllve a rela.tod 
1nteroat, 

I thor!lfore wiah to mll!e this augceation with reapoct to Genoral 
R&gulationa lio, 84 , namely, that the a;yatem of a)'Dbl,lizing revenue and 
appropriation occounta containod tborein bo deferred until October 1 , 
1936, duri.ng which time the TreasU17 Department llDd the Generol A.<>­
eounting Office may toke joint action with r&GJ'Oct thereto: Ba~ 
in mind tb:>.t the changing of appropriation 87"1bolo to numbers eonaiet­
i~~t; of more dl«fta than those 1n the prcaent a)'Dbola ~ involvo acme 
aerioua d1ffic\llt1es 1n other brt\ncbea of the Jlederol service which 
uae mocha.nical. oquipllent , <U1d mo.7 in other reapocto incroo.ae the ad­
mi niatra.tivc expenses of the Govct"llllent bocnuae of tho 'D'Ork a.lready 
dono 'D'hich would mw to be cha.ngod , it would accm desira.ble that the 
department a of tho Government genera.ll;y bo gi von a.n oppor tunity to 
participate in a fri endly d i aeuadon of tho now procedure, 

Bon, R, N, Elliott , 
J.eti~~t; Comptroller General 

of tho tln1ted States , 
Waahincton, D. o. 

Vory trul.l' youra , 

(SScnod) H, llorgontbau1 Jr; 

Socretnry of tho Treasury 

.. 
' 
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COIIPTROI.I.XB G%!IEBAl. Oi' TI!Z Ul!l'r!D S'l'4fl:S 

U SRIJJG'roN 

A-51607 July 20, 1936. 

F.o~rab1e Henry l!orgentbau. Jr,, 

Secretary of the Treasury. 

Dear wr. Uorgentbau: 

'!":>.ere J::aa beo:> recoived end very cerotul1:r considered yau:r letter 

of July 11, 19:», an tollowa: 

1 This has r otor.;nce to t:to con!oroneo botwoen ;tou and 
the Co~:niaa1oner of AOCounta O.:>d Depoli ta of t his Deport­
ment, ro1o.t1va to Genornl Regu :>.tiona llo. 84, issued by 
the Genorlll. .Aecou 'lti!lf; Of fico under &lte ot Juno 15, 1936, 

•Thoee re,;u1at iona, I understo.:.~ , provide for a new 
syatec of symbolising t he vari ous rovenuo and BpProprintion 
accounts of the Govero::~ent . ~'ho di/toat or aycbols issued 
aa a part of the re~o.tions ia a m.1l:UAJ. consisting of 398 
mimeographed a~eta, t l:e grea.tor part of which are printed 
on both sidoa of ~ho sheet, ao t~t t h3 m:lmlal covers o.p. 
proxi.Do.to.l:r ?00 -pogoa. Tho me.nu.:11 or aymbola wo.a 110t 
delivered to the Secretary of the Traa.ury, aa is cuatoc:>ary, 
until after the beginning of t ho new tiacal yoar; nor wea 
the of fice of tha Secrotacy of tho Treasury consulted or 
made acqu.aipted with the content s of t he manual pri or to 
its receipt , 

"•leide !rom certai n implicetiona w:O.ie.'> are of concern 
to the Secretary of t he Treanucy with reapect to the desig­
nation of account ayr>bola and tit1oa to bo c&rriod on wa... 
rants iasuod 'b7 tho Socretacy o! tho l'roaaur:r pursuant to 
law, aod c&rriod in the public accounts maintained upon 
the boaka of the '!'reasucy, failure to !ll.rniah thla Depart­
c ent with a cow ot the manual of o;o:~bola, or to acquaint 
the Treaaucy with i ta con~enta sufficiently in advance 
to percit of the plnnnins of ito work, proeonta certo.in 
practiClll di!ficul tie a to the Dopartment whleh it dil not 
anti cipate, 
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• I em .w-e that ;you will ac'88 that the 'l'reesur;y De­
)3rtcent and General Accounting O!!ice haTe a mutuality 
of iotereet in matters of this kind which extend beyond 
the intereet wh i ch other dapartmenta of the Government 
may have. l'lhile the Troasur;y Departmont , ae all other d~ 
pe.rtmente, has ita a<Jminiatrati ve accounting problema in 
each of ita several administrative bureaus and offices, the 
Secretary of the Treasury has, in addition thereto, an ea­
tirely separate and distinct rea~onaibility with respect 
to the 1811\Ulnce of warrants on the Treasury and the main­
tenance of the }lUblic accounts relating to all depart­
monte and eatabliahcenta of the Govoranent , 

1 Prolri.II08bly, General Regullltiona No. 84 were issued 
}lUriU8nt to Section ::03 of t h ·J Bu.t\iet and .:.Ccountin& Act • 
..Uthou,;h I t.o not question th.l mot1·1oa whl.cb actuated the 
iaouanee of BO(;Ulations llo, 84, tl'.oao ro£.'1].aUona a nt:. the 
oral atatementa l:l&de with reference thereto in:ply that 
hereafter tho General Accountin& Office pro:ooaoa to pe.rform 
a function heretofore performod ~ the ~roasury Department, 
While t ho statements made ~ reproeonto.ti ves of tho General 
Accounting Office emphasize t ho noocl tor eyc'ools to bo used 
for audit purposes, the manner in which the regulations were 
issued, when considered in tho light of other circumstances, 
ia auch as to warrant the assumption that hereafter the General 
Accounting Office, rather tbt>:n the Secrota.cy of t he Treasur;y, 
purposes to determine the character of the information to be 
carried in Treasur;y warrants and in ita off icial accounts. 
I! thia a ssumption i e correct , then I muat tako t ho position 
that tho General Accounting Office haa aaau:oed authority 
which, in my opinion, has not beon veated in H ~ law, and 
in which tho '?rei!.II'J.rf will not concur, 

• It ahould ala'> be eta ted t hat t he Treaaur;y Departmant 
doea not question the advieabilit:y of de'f'ieing & eyatem of 
symbolization of aocounts, to be released in convenient 
form and made available aa a handbook for the uee or Gover,. 
oent ofticere and employees. The Dopartment dooa, however, 
question the manner in which web purpoeea are propo.aed to 
be accomplished, especially when it involvee & prerogative 
of this Department of fundamental importance, and which 
eventually ~ lead to difficul tioe in the handling of the 
routi no worlt whi eh has been il:lpoaed upon thia Dopartmont 
~ law. In t h ie connection I 111:1 not uanindt'u.l of Section 
309 of the Bu.dget and Accounting Act, or the fact that 
thia matter ~ be loolced upon fro:~~ & alig)ltly different 
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angle by tho accounting officera in the General Accountine 
Office, Neverthelen, I feel that the objective ao'J&ht can 
be batter accqmpliahed and the intereat ot the Government 
would beat be aorvod it thoro should bo a bettor underatand.­
ing betwoon tho 'l'roa.wcy Dopa.rt:>ont and tho GoneraJ. Account­
ing Office concerning their renpoctive tunctiona under the 
law and in which they have a ralatad i nteroat , 

• I t herefore wiah to r.l&ke this euggeation with respect 
to General ReeuJ.ationa Uo, 84, !IBmel;r, tbi:Lt the a;ratem of 
symbolizing revenue and appropriation accounts contained 
ll!erein be deterred unt1LOctober l . 193&, duri!llt which 
time the Treaaur;r Department and the General Accounting Of­
fice oay take joint action with respect thoroto. HAving 
in trl.nd that t he ehanpng of appropriation S:!'Abole to 
numbers consiati!lb of more digi~s than tboaa in the proaent 
aymbols may invo<ve some serious di fficul t ies in other 
branches of the :l'aderaJ. service which u se mochanical equip­
ment, and ma.y in other rea3tccta ir.crco.ao t~o adminiotrativa 
expenses of the Govermant because of the work already dona 
which would havo to t o changed, it would oef;l:l desirable 
that the dopar~mopto of the G<.>verm,unt geuoroJ.ly be gi van 
an opportunH:t to participate in a friondl;; discussion of 
tha now procedura,• 

It 1a regrettable that there was no t more tice between the date 

ot diatribution of t he ra.,~at ions in que stion a nd the d.ate on which 

t i·ey were oade ef!'ectivo. Likewise, it ia regrettable - because of 

t lle joint action required on warrants and tho &(!vantage of having 

t ho records of your department and of thia oft1co show the asma ao-

count aymbola, etc, - that there was not conaultation with your de-

partment be!ore the regulations wero is~~. I fool that in all 

aueh oattora thero should bo cordial cooperation botwoen tllia office 

and your department, 
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I wish to aasure -rau there 11 no intent or pu.rpoae on tile part 

of this office to assume or to interfere with a~ of the powera, 

functio ns, or responsibilities which the law veats in or imposes 

upon the Treaeur-r Department with reapect to tho preparation of war­

rants or the maintenance .of fiacal recorda, etc, 

I aasume it wu~d not seriously be queetioned that the pricary 

pu.rpoee or receipt and appropr iation a:vmboh 1e accounting. The 

use of web symbols on the war1'8nts and the accounts aet up on the 

baaia of the warrants in no wtJ:J at! acta the cba1'8Cter or validi t-r 

or either and would serve no good purpose other tban in co03ection 

with the adminiatrative and fiacal accounting and audit procedures 

which follow t he 1esuance of the warrants and the setting up of the 

aceounte. Bence, there would appMr to be no room for reasonable 

doubt that the prescribing of t he symbols i a a proper function of 

thia otrice - a function which baa been oxerc iaed by thia office !or 

See, particularly, Goner&l RO&U}ationa llo. 44 of June 

l , 1!!25, and !io, 67 of June 27, 1928, G<llner&l Re,.-.ulationa llo , 84, 

her e in question, ia pr:l.oarily a revision of former r~ationa 

and preecribea only auch requirement s aa have been deemed nGceaa&rT 

for account1DG and audit purpoaea, T:10 oole purpose of this revision 

of the ree;ulationa 1a to improve accounting and audit procedurea, 

It ia appreciated tbat the work incident to changing all of the 

l)'!llboh on the recorda of your department h auch tbat it could not 

be conventantly accomplished for 1010eth 18 attar .Tune 30, 1936, but 
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it 11 believed the beneti ta which will r eiUl t from the cha<lge will 

more than ccmpenaate yaur department tor 111ch work and the time necee-

aary tor ita aecompliahment. I ., advised that the revised a;ymbola 

have been adopted and put in u ae by all other department& and ee­

tablhhmente of the Government and I hope you will find it poaaible to 

have ;your department oake the noceoa&ry cl!•nces aa soon a s r;;ay be, 

without interruption of the present operation under the new aeries of 

oy.Dbola , with the a ssurance on the part o! thia office that should 

it be found that any provisions of the a&id regulations or any o! the 

a;ymbola preocribed t q er e in are not workable in your department , any 

chen&ea which you. 1!/J.y suggest will be given most careful and &:IJDp&-

thetic consideration. I f , however , upon further consideration of 

the matter , you feel that the eff ect of tho regulations upon your 

d op&rtmont Will be such that the interests of the OoverlJ!!ent can 

beet be served by wepanding t!le operation of tho regula tions unt il 

October 1 , 1936, and you will ao ndviae c e, that can be dona, but 

I ainceroly hope auch action will not be neeos~/. 

Cordially youre, 

( Signod) R. N. lill.liott 

Act ing Comptroller General 
of the United States 

~ . ... 
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\'RE.\SUR! IlEP..ut1".ml' 
'fanhington, D, o. 

J.ugunt 10, 1936. 

In tho absence of secretary llorgentbau, who at present 1e 
out of t"!le city , I wiah to !ICknowlOO&o the receipt of your letter 
of July a:> , l936, A- 51&>7, in roply to tho SecretiU'T' " letter or 
Jul;r 11, regarding Goneral Rcgule>tionn No. 84 , role>til'\'l: to tho aymbol­
ize>tion of receipt and e>ppreprie>tion e>cceunta . 

I centerrod with t he Socrete>ry over loJ:¥:-distl>nce tolophono 
cencernil'\'l: the allhj'\Ct mattet' of hia letter of July 11th, and he baa 
directed tln~!l'reiaury l:lBke no commitmonta with respect to tho 
uao of the new a~boi'o referred to 1n Regulations No. 84, in eo far 
aa the TreMur7 warranta and disbursing accounts are concerned, until 
a more definite undarot:>nding is reached aa t o the worldng IU'r4ll/t<l­

ment which ia to ox1at in the futuro between tho \'roe>sury Dape>rtment 
e>nd the Qel'.oral Accounti ng Office aa it rolo.too to too issuance of 
warronts on the Troo.nury for 11h1ch tho ~oorote>ry of the Troe>sury, 
undor the lo.w, ia primarily respons i ble. Until auch understanding 
i a rc~>ehod , it ia bolievod the>t tho offoctivo dnte of General Rogt.­
lntions No . 84 ohould bo postponed. 

l'l!>ilo t !le Secretary appreciates tho statements conte>inod 
i n your letter concerning the desirabilitr of closer cooperation, a 
co.rof'ul reading of tho letter fclla to dhcloao e> proper recognition 
of the TrcnaUr)' ' a authoritr and rosponsibilit:r under the la.. It 
would also appear tho.t tilorc is not n proper cotl))rehe:lSion of t ho 
Tro..-..sury Dopo.rtrnont '• neod or concern with roapect to the uao of a<>­

count s~bols in ita d.:Ul;r routine. 

Your letter aaounea, for inotanco , that t he uae of aymbolo 
on warrants and C>Ccou:>ta 1-. of concern principa.lly in connection with 
the adoinistrativa and f iscal nccounti~ ~ audit procedure and, 
therefore , 1t ia concl \>dod tho.t tlle preocribing of a~'IDbols 1a a proper 
f'u.:wtion of the Gonoral Accounting Office. It 1a not cle~>r whother 
rour refor«>ce to fiacnl accounting was intcDdod to difforontinto 
bet .. een fbcnl nccountin(; ill tho Trnnaury Do]l<\rtmont and tile ~­
m1nlst rative aecour.ti:lg 1n the sevo.re>l do]l<\rt:nenta, bet , 1n nn:r o-.ont , 
tho \'l'(lasury DO]l<\rtmont doos not concur 1n tbo conclusion. 

\'he Treasury Department conoidoro tho clMs1ficaUon and 
a~bolizntion of accounts ns a DUltter ]lO'inc1pell1 of ita concorn, 
and Wl7 Sfotcm of 1\CCO\Ult Dfmbolizntion Which io designed for tho 
purpoao of clnenifico.Uon liiUIIt ael"\·e the roquiremonts of tlls Troe>aUr)' 
Depo.rtl:lent equoll1 1>1 well na tho auJiting naodo ot tho General .I.e­
counting Offico . It 1a not appa.ront how t llo Gonore>l J.ceounting Office 
c<>n bocooo suffi ciently acqu>J.n~ed with thooo requirements without coD­
aulting tlls ! rO<>SUI'T Deportnent. 
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It ie eeeentiol t hat t:1a 'l'r8311ur:Y ' • account. be eo ~d . 

as to make them euecaptible of expedi tio'IW claaaification 8llcl a.nalTaia. 
'l'he principal need of the General Accounting Office, on the other bruld1 

would cppear to be a oeana of re~ iclentifi®t i on ot trnnaactiona with 

the cccount to which the;r rolcto . 

The secrotcry hD.a aelcod me to •o.r that he would approcinta it 

if you would iaa'UO instrnctiona that horoctter no chcngea bo mo.d.e in 

tho Gonorcl Accounting Office on wnrro.nta aignocl by or on bobclt of 
tho Sacrotcry of the Tre4811%70 and tbo.t ell warro.nta which it ia bo­

liavocl ho.ve not baon •~rn=tocl b:r. l=" bo returnocl with a letter 
setting forth the roasone therefor . 

The Socrotllr)' hce aelcocl me to eo,y o.lso thct t1h1lo ho foolo 
thllt the responaibilit:r il:Qloaed upon h1l:l by lt111' with respect to tile 
iaaunnce of m>rrnnts on tho ':!roll8U17 end. t!!o keeping of t he public 
nccounts cokes it nocessllr)' for hiD to toke tho pod tion outlinocl 
heroin, he 11ioho1t to casure ;you of the Dopcrt!!ent l o doairo to tully 

co opere to w1 th the General .lccountipg Office to tho end that a. proper 

accounting will be cad.e to t he General .A.ccounting Office b;r all P!lraona 

who coco into pouaeaaion of ooncya boloDJi ng to t he 1ll1 ted States. 

Very truly ;yours , 

(s!.gnod) Wm; H. VcRo;ynolde 

Ad!:liniatrative .baiata.nt to tbe Socretcry 

llonora.blo Richerd N. Elliott , 
.A.ctire Comptroller General 
of t ho United stctea , 
1'aehington , D • o; 

53 

Regraded Unclassified



c 
0 

p 
T 

A-51&>7 

'l'he lilnore.ble, 

•, 

- 25 -

COKP'rroLLEI! GDEII!L OJ' 1'!!E tl!III'rl:D STiTES 

1rA SHI 11)(11:) !I 

.A.pr11 34, 1937. 

'l'he Socr<~t1L17 of tlle 'l'reaaur:y. 

Sir1 

'l'ho Chief Disbursing Officer , 'l'roaaur:y DopGrtoent , in rondor-

ing his accounts current to this office uaes e1lllbol numborG which 

woro in offeot prior to the promulgation of Oonoral RCb~tiona 

No, 84. mald.ng it necessacy for this office to translate tho ~"lllbola 

shown by hie to tho new a:tnbola preaoribod in General Regulations 

No, 84, tbua retarding the progreso of tho audit o.nd. unnoceaaarily 

1ncrone1ng the expenaoa of the Government , 

I eholl bo pleased if ;yov. rill toke euch action aa rill cnuae 

tho Ohio! Diebureing Offi cer to s_..,boli~o hie accounts 1n accord­

ance ri th Oonerol Rogulatione l!o, 84 , t hereby facilitating the 

oconocical flow of the wol'lc 1n which vo ArG all interested, 

Res pee tful}f 1 

(Signod) R. ll, Elliott 

.A.ot~ Coaptrollor Gonoral 
of tho united Statoa, 
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ri!ElSURY DmRTIDliiT 
Washington, D. C, 

June 14, 1937~ 

I have 1our letter of April 24 , 1937 (A- 51607) , requesting 
that action.be taken to cauae the Chief Dhbureing Officer to a1J!1bol­
ize his accounts in accordance ~!th General Regulations No. 84, 

On July 11, 1936, I wrote to fOU concerning General Re~ 
lations No, 84, isau.od. bf the General Accounti ng Office und.or d.ato of 
June 15, 1936, for the purpoao of proacri bing a now &fateon of f1J!1bol-
1zina the revenuo and appropriation occounta of the Goverml6nt . In 
m7 letter I callod. to 1our attention certain objoctiona whiCh thia 
Dopo.rtmo.T>t hod. concornina tho ca:onor i n which those r c,"'Ulationa wore 
issuod.. 

Your replf of July ro , 1936, w!:dlo ocknolrledging tho neod 
for close cooperation betwoon the General Accounting Office and the 
Treasury Deportment in matters dealing TTith the handling of appr:Qpri­
ationa, failed to aucgeat a roasono.b~e basis on which a proper 110rlo­
i ng arrangement might be eato.bli ahed. 

On A-ugust lO, 1936, during rrq absence from t:.S Cit1, the 
Acl.ministrative .Uaiatont to tho Secretaey of the Treasury, at rrq 
long. d.iatonce telephone direction, o.cknowlod.god. :rour letter of July 
20th, In the Depo.rtmont l a letter of Al\,-ust lOth, the Treasury e~ 
doavored more f'llll:r to aet forth ita position in tho matter , and 
indicated ita willingnoaa to cooperate with tho Gonoral J.ccomting 
Office, with tho "U-'ldorato.n4.1nt; , of courao, that due regat'd would bo 
alvon to tho f'unctiona and duties TThich tho Congrosn boa vostod in 
tho Socrotar:r of tho Trocwury in lllllttera involving tho iasuanco of 
warrants on the Troaaury (U. s. Codo, Title 5 , Soc. 242, and Titlo 
31, soc. 147) and tho kooping of tho public accounts (U. s. Codo, 
Title 5 , Soc, 255) , 

It seema to me t.hat tho difficultiee which have arisen 
aa a roalllt of the iuuance of General Regulations lllo. 84 collld 
hove baon avoided i f the General Accounting Office hod given proper 
recognition to the distinction between the dutiea and roaponaibili­
tioa vested b7 the Congrooa in t!!e Treasuey Dopo.rtment in mattora 
rolo.ting to tho iaSlW!Ce of warrants and. tho keeping of tho public 
acoounta , and. thoao voatod. in the General Accounting Office with 
respect to tho countoru'-4;ning of TretLSUl')' Wlll'l'anta , and prescribi ng 
ot administrati ve appropriati on and fUnd accounting procedure• i n 
tl1o eeveral. depll.rtmonta and eetabliallllenta, the o.ud.it and aettl-nt 
ot public accounta , and t ile final d.et,nllination of queationa invol...­
ins the lawtll1 uaee of appropriations. 
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It abould be underatooel. that this Department doea not queation 
the a uthority of the General Account1Zlg Office to prescribe • the forma , 
syateme , and procedures tor administrative appropriation and fund o.o­
countillg in the aevernl departmenta and eatabl1ahments , • i ncluding 
tho 11admin1atrat1ve" appropriatiqn and fund accounting in ita own ad­
min1otrativo bureaus and offices, However, when the Co~aa vaated 
authority · 1n the General Accounting Office to proscribe the adminis­
trative appropriation and fund accounti ng procedures in tho aevoral 
dopartmontu and. establisbnonta, i t obviously intended that auch pro­
cedures would be in bnrmoey with tho baoic accounting structure of 
tho Government aa provided b:y tho CoDgreaa i taelf, and that the aa­
thorit:y would not be exorcised in a manner which wo-uld bring into 
the Gonoral Account~ Office tunct1ona wldoh the Congress intended 
to be parfqrmed b:y other oxecut1 vo departments and agencies of the 
Government, Thorefore , when the General Accounti ng Offica aaa"""'" 
authority to prescri be proco:1ures which intarfero with proper perform­
ance of the duties vested b:y the CoDgreaa 1n the Secretaq of tho 
'rroaaut7, auch aa those 1nvolvin,; the iaauance of warrants on tho 
public Treacur:y and tho keeJiint; of the public accounts Pl11'81l8llt ~ 
section 10 of the Act of Jul:y 31, 1894 (U, s . Code , Title 5 , . sec. 
255) , th1a Department D!Wit tok:o exception to 81lCh procedures , 

Tho TreaaUl7 Department can not auumo the reapon~ibilit:y 
for the difficulties arisi ng undor .General Rogulations No , .840 

which apparently have not only retarded the progress of tho . audit lrnt 
have unnecesllllril:y increased tho expenses of the Goverm~ent. Tho 
Treaaur:y endeavored to avoi d thoao difficulties i n the beginning, 
but was une1lCceasful because it was unable to recei ve from the 
Gonoral Accounti ng Office such aasurancoa as aro considered necee­
sar:y to provido a harmonious wor!d.ng arranganent in accordancf with 
the pri nciplos expressed 1n t ho Depart:nent ' a previous letters, Such 
rogulationa have not onl:y increased the axpenae of this Department 
lrnt apparently have also added to the adminiatro.tivo expenses of 
other departmonta (see, for IIXIICple, Bouse Subcoz:Dittee h&D.rlnge on 
tho appropriations for tho liav:y Depa.rbent for the :fiscal f&ar 1938, 
p~~«e 387) • 

With a vi.,... to elWno.ting the oddod toxponae i n tho Divioion 
ot DiabUrBGllent of the Treasury Dopartmont as a r esult of Gonernl 
Rogulo.tions No , 84, unless o. eatiefactor:y arrangement can be reochod, 
this Department ~ ho for ced to tho pooiti on of advising the do­
po.rtmonta and oetabliahcents that it will bo necessary after Jul:y 1 , 
1937, to i nclude in vouchers euhcit ted to this Department f or ~ 
mont tho symbols and titleo of tho o.ppropriationo as carried i n the 
official occounts of tho u~ted statoa Tronsur:y Department and in­
cluded in Treasu.r:y- warrants , In thia connection, I thiok: ill advisable 
for co to odvioe :you tmt I DOY have under conaidero.ti on the aetting 
up on tho book:a of tho Treasury as eopo.rate appropriations all ape 
propri ations which horetotore have been combinod, for acmdnistrative 
conv\lnience , und.or single appropriation titles , effective Jul:y 1 , 
1937. 1f :your office boa an:y aug&oati9na w1 tb rea pact to the • tter , 
I abould be glad if 1ou will advise ce, 
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I "C"t that 1t 1• r~~~ceaaU7 tor 1M to tabl tha poa1Uon 
11141cated. in thia latter, but 1D dew ot the attitude that the Genenl 
AccountiDc Ott1ee hu ueu:aed conceZ"DiDc th1a •tter, I aee no alta~ 
tive, aince I bel1..e it ia m7 reapona1b1li t7 to 41ecbarge the dut1ea 
impoaed. li;PC!n tbe Socretal')' ot the 'rr0&41Ul7 b:y law. 

The pt"Oeent practice of the Chlet DhburaiDc Officer in rend.el'­
ing account. to the General Accoun~ing Ottl oe in accordance with the 
manner in which tunds are advanced to h1m on TreaSU17 we.rranta, ap­
peo.ra to be in con!oxmity with 1•. It will be neceaaal')', therefore, 
thet further conaid.aration be g1 van to the roque at contained i n your 
letter, aince it 1a doubtful whether aey change can be ll8de until the 
d1ft1cult1oa between the 'rraasury 8114 the General Account iDe Office 1 

wh19h were cauaed b7 tbe issuance of l!o«ul&ti ona :Jo. 84, eo.n be worlald. 
out . 

Vel')' truly ycura , 

( SS8necl) 11. llorgenthau, Jr: 
S acre tar)' of the 'rre&sU1'7. 

Honorable Bicho.rd lf. Elliott, 

Acti ng Comptroller General of tho United sto.tos: 
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OOIIPl'ROLLXR GINERAL Or 'l"'tE UNITED STJaS 

11.tSJ!Ucn'ON 

A.-51607 JUne 17, 1937 

The Honorab1 e, 

The Secretary of the Treasury. 

Sir: 

-- I have your l et t er of June 14, 1937, as follows: ,. ~. 

" I have your letter of April 24, 1937 (J-51607) , r equesting 

that action be taken to cause the Chief Disbursing Officer to symbol­

he hia accounts in accordance with General l!cglllationa No. 84. 

1 On July 11, 1936, I wrote to 70u eoneorning General Regula­

tiona No . 84, issued by t ho Genoral .A.ccounticg Of!ieo under dato 

of June 15, 1936, for the purpose of prescribing a new system of 

symbolizing the r eve ru.e and apPropriation neeounta of the Governo­

ment. In my letter I called to your. attention cortain objeetiona 

whleh this Department had concerning th;, mannar in which those 

regulations "ere iasued. 

"Your reply of July 20 , 1936, while acknowle~ing t he need 

for close cooperat ion between the OeneraJ. Accounti ng Office and 

the Treasury Department in ~t.Atters dealing with the handling of AP­

propria tions, failed to euueat a reasonable basia on which a proper 

worlcin& arranganent might be eetabliabed. 

• on August 10, 1936, during my o.beence trom the City, t he Ad­

minhtrat1ve .Laaiet<>nt to tho Secretary of the Treal)Ury, e. t my long 

diato.nce t el ephone direction, aclcnowl~ed your l e tter of July 20th. 

In the Depart::1ent '• letter of ,Aueust lOth, t he Treasury endeavor ed 
more tully to aet forth its poaiti?n in the ca tter, and i ndicated 

ita willingness to coopero.te with the GenerAl Accounting Office, 

with the underetanding, of course , that due regard would be CiYen 

to t he tunctiona and dutiea which the Congreas baa veated in tho 

Seereta.ry of the Treaaury ill aattcra inYolving t he iaouanee of 
warrant. on the Tr easury ( u. s. Code, Title 5, Sec. 24.2, and Title 

31. , See. 147) and ~he keeping of the public aeeounta (U. S. Code, 

Title 5, Sec. 255) . 
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• It seems to me that t he cl.it!ietlltiea which have arisen as a r., 
ault of the iallll&nce of General Recula tions No. 84 could have been 
avoided if the General Accountin« Office had given proper recognition 
to the distinction between the dutiea and reaponsibilities vosted b~ 
the Congress i n the Treaaur~ Depar tment in matters relating to the 
iallll&nce of warrants and the keeping of the public account&, and 
thoae veated in the General Accounting Office with respect to the 
countereigning of TreaGUr,Y warrants, the preacr ibing of administrative 
appropriation and f'und accountiQg procedurea in the several depart­
mente and establi~hmenta, tl>l' audit and 11ttlement of public a ccount., 
and the finol detprminat ion of queatione involving the l awful uses 
ot appropriations. 

• It ebould be understood that thia Department does not question 
the authorit~ of the General Accounting Office to preacribe 1the 
forma , a~atema, a nd procedure• for adminiatrative appropriation and 
f'und accounting i n the several departmenta and establisbnenta , I iD­
eluding ~e ' administrative' appropriat ion a.nd fund accounting in 
ita own administrat ive bureaus and officea. However, when the Congreaa 
vested authority in the General Accounting Office to prescribe the 
administrative appropriation and f'und accounting procedures in the 
several departments and establisanente, i t obviousl~ inteaded that 
such procedurea would be in bam oey with the basic accounting structure 
of tho Government as provided by the Congreaa itself, and that the au.­
thorit~ would not be ~ercised in a manner which would bring into t he 
General Accounti~~g Office fUnctions which tho Congress intended to be 
per!9rmod by other executive dopartmenta and agencies of the Govern­
ment. Thoro!oro, when the General Accounti~~g Office assumes au­
thorit~ to prescribe procedures which interfere with proper perform­
ance of the duties vested b~ the Congreaa in the Secreta~ of the 
Treaaur~, such as those invol vi»« the ilauance of warrants on the 
public Treasury and the keeping of the public acco'c1Ilta pursuant 
to Section 10 of the .Act of Jul~ 31, 1894 ( 11. S. Code, Title 5, Sec. 
255) , thia Department mu.st take oxception to such procedures. 

0 The Tre&«rurJ Department can not aesume the reaponsibilit~ for 
the cl.ifficultiee arising under General Regula tions No. 84, which aP­
pa:ently have not onl~ retarded the progreee of tho au\li t but have 
unnoceoaarily increasod the exponaoa of tho Govornmont. The Treaau~ 
endeavored to avoid tbeee difficultiea in the beginning, but wae 
unauoceaaful because it wae unable to receive from the Genoral J.c­
otounting Office aucb as81ll'&ncea a a are coneiderod neceas~ to 
Provide a harmonious working arrangoment in accor dance with the 
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principles expressed i n t he Department'• pre•ious l et t ers . Such 
regulation• have not only increased the expense of thh Department 
but apparent ly have also added to t he adminiatrative expense• of other 
departments (ace, f or oxampl.e, Bouse Subc01m1it too hearings on tho ap­
propriations f or t he Navy Department tor the ~iacal year 1938, page 
387) . 

"lith a view to el iminating tho added expense in the Division 
of Disbursement of the Treasury Depc.rtment as a result of General 
Regulations llo . 84, unless a satiafo.ctory arrangement can be reached, 
t hia Departoent may be forced to the poli tion of advi s ing the d.,. 
partmenta and establishments that it will be necessary nfter July 1, 
1937, to include in vouchers wbm1ttc<1 to thia Depc.rtment for pny­
mont tho aymbols and titles of t he nppropriattons as cnrried in thn 
ottic~ necounts of the United States tranwry Department a nd in­
cluded in Treasu.ry wnrrnnts. In th11 connection, I think it ad­
visable for me to advise you that I now have under consideration 
the setting up on the books of the Trenwry na separate approprio.­
tions all appropriations which heretofore have been combined, tor 
administrative convenience, under ainglo appropr iation tit les, of­
tectivo July 1 , 1937. If y'1U.r office baa aey su.ggeations with r ... 
apect to the matter, I should be glad if you will advise mo. 

11 I regret that it ia necessary f or me to take the position 
indicated i n this letter, but i n view of the attitude that tho 
General Accourting Offi ce baa assumed concerning this matte r, I 
aoe no alternative, since I believe it ia my reaponsibility to 
dilcharce tho duties imposed upc.n the Secretary of tile Treasur-1 
by law. 

0 The preaent practice of t he Chief Diel>lraing Officer in 
:tendering accounts to the General ..\ccount ing Office in accordance 
wi th the manner in which tunde a r e ad1r11Dced to him on 'l'reasur;y 
warrants, appears to be in contormit;y with law. It will be necee­
aary, therefore, that fUrthar conaideration be givoo t o tho requeat 
conta ined in ;your letter, since it il doubtful whether a n;y chanCe 
can be made until the difficul tiel be t ween the Treasury a nd the 
General Accounting Office, which wore . caused by tho issuance of 
Regula tions Uo. 84, can be worked out . • 

I apprecia te the fra nk etatoment of your position in thia 

matter and am mindful of tho cauae thereof. 
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.b you know, GenerAl Regulations llo. 84 of JUne 15, 1936. were 

hl\led. by tb4 former Comptroller GenerAl. I bad nothing to d.o wi tb 

the iaau&!lee of aaid reculationa or ~th the d.evhin& of the ayatc 

or ~Y=bola preeeribed therein &M, hence, .... not reaponaible ther~ 

tor. It ia much to be re,rotted that thoro waa not followed in that 

instance the same procedure which W&5 followed in connection with 

the prescribing b,y tho Comptroller General (GenerAl Regulation• No. 

4-4 ot JUne 1, 1925, and. GenerAl !le[;ul&tiona llo. 67 of June 27, 1928) 

ot the ayateo of aymbola theretofore in use, and I maf say that I 

have no.cbubt the former Co!Dptroller General in iuui~ Genor&l 

Regula tion& l!o. 84 assumed th:lt IUCh procedure bad. boon followed; 

I agree With the viow expressed in your letter , supra, to tho 

effect that the proviaiona of Section 309 of the Budget end Ac­

countin& Aet of Juno 10, 1921, 42 Stat . 25, do not author ize thia 

office to easu::>e or to interfere w1 th tb4 dutiea imposed upon the 

'!'re&l\lrY Departcent under the provisions of Section 10 of the llct 

ot July 31, 1894, 28 Stat , 208, &ud I tully recogni1e the distinction 

between the accounts referred to in said Section 10 aud the admini .. 

trative &ccountin& referred to in Section :309 of the :a>c!.!ot end 

•\ecounting Act . lt' there exl.ata at the present time any inatanco 

ot wbat appoa.ra to be an attcpt on tha part ot thia office to 

• •1\lme or to interfere with duties impoaed by law upoD tb4 Seer~ 

tary of t he Treaaury, I .hall be pleased to have IUCh opecific in­

atancea brought t o my peraon&l attention tor correction. 
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I usuoe it would not be aarioualy questioned that the duty 

of preacribiag • the forme of keepiag alld rendering all public eo­

counts , except those relatiag to the poatal revenues alld ezpondi­

turea therefl'llm" , which waa ~sed upon the COI!Iptroller of the 

Treasur)' 1>7 Section 5 of the act of July 31, 1894, 28 Stat; 206, ia , 

purauant to tho proviaione of Section 304 of the JIUd6et and . Ac­

coll!ltillg Act of June 10, 1921 , now •vested i .n and ~aed 'll)lOn" 

this office, and that such duty is to be "exercised rltbDut direction 

from &QY other officer. • HOwever, in the performance of that dut)' 

and tho duties imposed upon this office under Sections 305 and 309 

of the :Budget alld Accounting ..Let1 alld all other duties impoaad upon 

this office, t t is my earnest desire that thoro bo recognized the 

povore and duties of the Secretary of the 'l'raasury 11'1 th respect to 

the public monaya . 

I tull)' appreciate the fact that there is such a connection 

between the duties ~aod upon the Treasury Department in tho JDILt­

tar of issuing varranta and of k6eping accounta of r eceipts and ~ 

pendituroa of public moneys and the duties imPosed by lD.W upon thia 

office ns to require heart)' cooperntion to the and that the dutiea 

of each eatablialmont rt1B'¥ bo porformod as eXPeditiously and economi­

cally aa possible without ~sing any tiDduo burdon or Inconvenience 

on the other. 

The pricary object 1n prescribing the change in the qotllll of 

IJYlllbolhiag was to provide for the keeping and rendering of aocounta 
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in web a way that there could be an expeditious audit of expenditure• 

with a view to ascertaining whether the limitations prescribed in the 

variouo appropriation acta are being properly obeerved. I aesume it 

will be conceded that 8\lch an audit ehould be made; and, eince it bad 

not theretofore been made, the adoption of any procedure to take care 

ot it would necesearily involve aCIIIe additional work end expense. 

'l'he uao of the ayatEO of S¥1"boh proaoribod in Geooral Regu1ationa !!o. 

84 1a boliovod to bo the moat oxpoditioua and ocona:JicaJ.I!iiSltd& of • sotW 

taking care of the situation. Co!'lset{Uently, it is eincerol:T hoped 

that you rnA:/ overlook any lack of cooperlltion on the part of this of­

fice in the devising or prescribing or the ayatem - an occurrence 

for which I wae not responsible and which, as hereinbefore stated, 

h regrettable - and adopt said e:~etec in lieu of the system thereto­

foro preecribed by the Comptroller General , if and to the extent that 

ito adoption 1a possible w1 thout undue interference with tho dutioa 

or reaponoibilitiee iopoaed by law upon the Secretar-J of the Treasury. 

1hile there may be no law authori~inc thla office to preecribe 

11!0bola to be used on warranto or in the acc:ounto required 1rt Section 

10 or the act of July 31, 1894, to be kept under your direction, and 

no law authorizing the Secretary of the Treaeury to preecribe symbols 

to be ueod in connection with accounting f orma or ayetema which t hia 

office ie authorized b,y law to proacribo, it ia obvious that it will 

facilitate the work of both eatabliwent 1 it the aame eysteo of 
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aymbols can be uaed for both purposes. In eo rar aa I am concerned, 

it is imoater1al who deviaea the ayatem eo long aa it will meat the 

needs of both of ficea. The old system dooa not meet the preeent needa 

of this office i n that i t does not provide a proper means of indica\-

64 

ing tho limitations. Ir the system prescribed under General RecuJ.ationa 

No. 84 fails in any r espect to meet the requirements of your office , 

I shall be pleased to adopt a 11y chaJl8e& you may suggest that Will 

make the systec wor~ble in both offices, 

You suggest the poaaibility of carrying each limita tion as a 

separate appropriation with ita separate title and symbol: This 

probabl y would meet the auditin& r equirements o f this office but it 

i s bel i eved t ho work and expenao i ncidont thore to , - not only in thia 

office and in the Troaaury Department , but also in the varioue o.d.-

minietrat i ve ofticao, - would be largely in exceaa of the work and 

eX})ellse incide:lt to the &eCCiliPlisi:Dont of the saoe purpose by the 

adoption and use by both offices of the aame ayst""' of symbolidn&: 

Conaoquontly, I truet that you will give further consideration to my 

r equest of April 24, 1937, And if you will oall to my attenti on at 

any time any speeific inatanco of diffl .cultioa between this ottico 

and the 'l'reaaury Departoent which &!l:f act i on of mine might eolve, 

or of any lack of cooperation on the part of thia office, I a811ure 

you the matter will receive my prompt and care!'Ul consideration. 

Sincerely youra, 

(Signed) R. N. Elliott 

Acting Comptroller Genpral 
of the Unit ed Statee. 

.· 
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\'DlSUIIr Jm'IP""!'ft 
Wn•b'acton, D. C, 

I heve 10= letter of June 17, 1937, (.t.~51607) , in repl,T 

to rii¥ letter of June 14, relative to t he uae of the appropriation 

a;ymbole prescribed in Genero.l Regulations No , 84, 

You state that the prisey object in proacribi11g the chan«e 

in the system of s;ymbolizing appropriation accounte was to provide 

tor tho keepi11g am r endering of accounts in such a wo;r thnt there 

couJ.d be an expeciitioua alldit of expendituros with a view to nacertBi&­

inc whother the limitations prescribed in the vnrious approprintion 

ncta nro being properly obsorvod: 

The Department concurs i n your view thD.t the alldi t of 

e:q>enditurGs should be DIMe in such a lllllllller ne to aee thD.t ell 

limi tntiona in approprintion nets nrc observed, It 1a to be noted, 

howavor, tbM the limitations to which you rotor (na distinguished 

from nppropriations) ere taken cnro of in appropriat~on ~~Yt~bols by 

mocma of a. dec1oal suU1x and., thoreforo , the o.ud.it of limitations 

wouJ.d not of itself hnve nocosoitnted em entirely n<W systr:a of a~ 

propriation ~~Yt~bole: 1n a:t1¥ event , 11'hil o n aystoc of a;;t:~bolidt~g 

..a.y be necessary tor tacill to.tinc tho nud.it of expond.itures, thie 

Departoent does not ocroo thD.t such parpeae 11, or should 'be, tho 

prl.J:laq objoct of a aye teo of nu:1erical ayoboll , 

In oy provious let tors your nttontion ~&I directed to tho 

to.ct that UDder exietina law it is th1e nop.rtcont•• reeponaibility, 

not onlJr to issue all warra~~h on the llllited Statu Tre&aU1'7o but 

&leo to oaint&in the publlo accounts and to tlllb tiD&nci&l reporte 
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and ato.t~nts relAting to the r evenues D.nd eXJH)nd1turea of the 

G<>•erment, Tho regular f i nancial r•rt• D.nd a tat«>ento of the 

TreaaU%'7 are J:Ddo through the Llelii'llll of the DailJ' Statement of tho 

Unl ted States 'l'reaaury; the Annual Report of the Secretary of tho 

'l'rOBaurJl and the anDUal Ooobi ned Stntooent of Reeeipta and ~ 

pendituPoa, which 1o sul:lnittod to t ho Congrsaa nt the bo(finnlng of 

each regulAr aoaalon pura'Uill>t to specific roquireoent of law~ I n 

addition , tho Treasury compiles cney other financial sta.tomonte !roo 

til:le to til:lo i n eonn&ction with t ho conduct of ita de..t.lJ' affairs ~ 

lhl.lo it Cl\7 he truo t:nt mcerico.l ~bola serve a purpoae in the 

a udit of expenditures , cloar}J' this 1u not their pril:lo.ey object . 

Thoir pri=ry object is, or should be 1 to facilitate the posting 

nnd claaaifieation of acc~~to relating to r o•onues and e~nditurce 1 
and tho prepo.rntion of fino.neinl a tntocents thor efrOl:l !or the purpoee 

of fin&.~ial OM&CCDGnt~ Tha a:ra tee of s;,oobols proaeri bed in Genorel 

Rogulations No , 841 does not ooet the Treasury I a roqul.remonta in 

those respects~ 

Thare are a. mcbor of roaoone w11:1 the 'l'roo.sury is vi tally 

interoatod in tho procedure to bo followed for a;,oobo11z1ng the rovo­

nue appropriation and BXJH)nditure accounts of the Governoant , l'irat , 

beeauae under epeeific provieion of l aw the official accounts rslating 

to revenues 1 appropriation&, and e~nd1 turea appertaining to all d&­

partmonta Bad oatabl1sboenta of the G<>verm~ent ( oxx:ept poaial) are 

maintained upon the books of the 'l'renaury~ Socond}J'1 bocnuae aa tho 

vol'lllle of busineaa of the G<>ver=ent increaaes 1 the need for using 

nuceri enl ~bola for poatlng accounts and claaaitylng rscoi pta and 

expendit ures in f i iiWlCial atntomo::t a through the uae of mocbo.nical 

oquiJDent becacea increaalJlc]¥ icporte.nt~ 
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Die qatem of qmbolidnc aoco1mh ennt-aalq to be 114opte4 

for uae bT thh ~t nat ~ prorldon for nee4e4 !Qron­

monta i n tho preeont qetem of aoc~'lmtinc 1n t he Treaaury Department: 

J.aoag other thing• , the .. il:lproTemenh auat prorlcle for cloaor eo­

ordination of the aoco"Jntinc work of the D1rla1on of Diaburaa:~ont , 

the Division ofllooldtoapi~end. Warrants, the Office ot the froaeuror 

ot the UDited Statoa, and related aetivitioa , It m'llllt meet the need 

for expediti ous poatiag and proving ot thousend.a ot i tems which are 

cleared by these reapoctive ageneiea dall;r, and the prompt cl aaa1t1-

cat1on ot the reaulta in tho f i nancial statemonts of the UDited Statoa 

Treasury. It r:mat take into consideration tho tj'l)e of account1~ 

machinery available to talco cnre of the lnrge volUDe of cheeke 0 cert1t­

i catos of deposit 0 etc., which muat be !landled by the Treaeury d.D.iq 

wi thout interruption, It must take into consideration the tact tbat 

the prompt clillplltch of tho daily buai noss ot the Traaoury requires 

that h'Undreda of clorka - mllllJ' in low grndoe - must be trainod i n 

following oet.obliebod routine; and this routine cannot be ~et ove~ 

night without inJurious reoulta. 

lbx1mum officiene;r roquiroa more oxpocliti OWJ des~lllltion ot 

now aymbolo to talco care of now accounts or clnoaificationo than is 

pooaiblo 'Undor a procedure which would rnquiro fonral advance approval 

of the Genorol Aecountiag Ottico in nnc!t pnrticular inata:leo: In 

former :roars the doa1gnati on of now appropriation aycbole and titles 

wa.a a CCICIJ)arntivoq dmple r:~~tottor (ao 1t should bo) thro~h cleao 

tolephonic ca:cunication and cooperat ion botwonn t he Division of 

llooldtoeping and warrants of tho 1're4aUr7 Department and ~he llookber 

ing Dividon of t ho Gonerol Accounting Office; but d nco the General 

.lceount1Qp; Ottice baa u!N:IOil that tho preacribing ot appropriation 
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a7t'bola 1e one of ita tu:lctlone, there !!&To not o~ boon mmece.­

sary delays in the hsuanoe and cle&ronco of Trea.a1.117 warranta, but 

tho whole procedure baa boccca rJOre exp&nai ve than it need be: 

In tho l)opartment t a letter of J\me 14, :rou were advised 

that the Treae1.117 baa bad undor coneidertltion tho aot ting up on ita 

boolca , 48 eepe.roto appropriatione , certain appropr1a.tiona which 

horotoforo havo boon combined, tor adminhtrc~tive convenience, under 

ainglo appropriation ti tloa: Your repl/f indica tee that you aro under 

tho miaapprehension that tho Depe.rtmont lla4 roferonco to ao-cnllod 

limitations under appropri~tions , and you a~eat thAt the purpoao 

could bo o.ceornpliohod by uoing the a;rstom of a;rmboliz~tion proacribod. 

in Ror;ulations llo: 84. The do~cent, in ita lettor of June 14 did not 

have reference to 11m1tationa under appropriations but rather to tho 

separate and distinct appropriations heretofore combined under single 

titlea. It is not 'Ulld.erstood how the a¥StCD of a:rmbols prescribed 1n 

ROf;Ulationa No . 84, would ona.ble the Troa111.117 Depe.rtmont to diaeM.rge 

ito own responsibility with roopect to tho kBoping of an oocount under 

oach oopo.rate ho3d of appropriation and of reporting the expenditures 

thereundor to tho Congress purs=t to Section 15 of the Act of Jul1f 

31, 1894: Howovor, in view of tho long--standing pro.e tice a.nd tho 

proximity of the be&inning of the nov thcol year , I hD.ve detenoinod 

to hold in abeyance the setting up of the MditionAl o.ecounts until 

tho beginning of the fiaCIIJ. ;roar 1939: This trill &!ford the ])ooo 

partmont ample opportunity to confer rlth tbo Bureau of the llud«et , 

a.nd Bouoe and Sona.te J.ppropri~tions Conmittees , and the interested 

&41:dn1atrlltive agencies before tho c~e• are effect~ I should 

aleo be t;lad to ben the Department ' • repreae:~tathea confer with the 

General Accounti ng Office abould you consider such action advi1able. 
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~ I ~JUQ;elt for )'Our consideration the reacinditlg of Gen­

e ra11!ogulationa ~; 84, u of Jul.)' 1 , 1937, with t he undentand.o 

ing that dur1llg tho fiacal 7~ 1938 tho TroaWJT Depart:ce:>t and tho 

Genor.U Aecounti ng Offi ce will devise and. Jointl)' prescribe a a)'atiD 

of symbolization, for in1tellation on July 1, 1938; 

--
Bon, 1!, ll, Elliott , 
Acting Comptroller Oe119ral 

of tho United statoa, 

Veey trul)' )'ou.ra , 

(Signed) K, llorcentbau, Jr, 
Secretar,r of tho Treasury; .,....--
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Stcrttary of StatE, 

rrash1ngton . 

24 , January 11, 7 p , m. 

FOR TREASURY FRO~: BUTTE!l .. IORTH . 

GRAY 

London 

Dattd January 11 , 1939 

REc 1 d 3:38 p , m, 

Tht city is rECEiving incrEasingly pEssimistic rEports 

from Paris , At tht samE timE London f orEign ExchangE dEal­

Ers calculatE that thE FrEno~ fund lost thE EquivalEnt of 

some 10, 000, 000 pounds last wEEk and about 6,000,000 pounds 

yesterday and today . ThE prEs sur e was hEavy 1n thE morning 

and early aftErnoon but though thE futurE ratEs widenEd 

to,ards thE clos E thE prtssurt was lEss . ThE closing ratEs 

wErt spot 147 .65 ; on£ month's futurE 3- 7/9; thrEE months 7 , 

ThE undErwri tErs of thE formEr 40, 000,000 pounds Frtnch 

crEdit statE confi dEntially that thEy havt not yEt bEtn 

approachEd \:y thE Frtnch autbcritits for a similar loan 

(StE my 719, NovtmbEr 15, 8 p, m, ) , From informal talks 
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with off~cers of t hE big fivE Joint stock banks it SEEmS 

clear that only thE Midland Bank is now favorably disposed; 

thE others takE thE vitw that to aid thE FrEnch GovErnmEnt 1n 

an 
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an Eltchan&E opEra t ion is on£ thing but to assumE th£ 

burdtn which tht FrEn ch t a~ payt r and 1tndtr should carry 

is anothEr , 

JOHNSON 

"TVC :KLP 
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J'RCih .t..er1oan •baN)', Parh, France 

D.t.U: January 11, 19S8, 8 P·•· 

•o.: •5 

RUSII J'R Cll 0 OOIIRU. 

Teehrday, and partiou.l&rly today the French control 

exper1eno~ one of the woret per1ode e1noe 1te creation. 

llarket t raders bel1B"re that around •.ooo,ooo pounds were 

lost by the tund yesterday, and !5 or 8,000,000 today. 

To110rrow aorn1Ag I haYs an off1o1al eppolntaent and a11 

that time I aball t ry to check the eati atea just glYen. 

Today sterling opene4 at the leYel of yesterday, 1•7 .!50, 

but moat of the day 1t baa been around 83; th1a B"ren1q 

there 1e contiauing terrific pressure. The fund .. de an 

effor11 to peg three mon1iha ' sterling rate at fiYe, bu1i 

the pre.iua move4 to aix and three quarters thh BYen1q 

at a quarter past !lYe. Jrow traders are won~ring whether 

exchange control lll&y follow this .attack, whether a bank 

hol1da:r will be declared until eo- - plan oan be 

arranged, or w.b.ethe.r the franc will take a tu:r1iher big 

drop. 

Ualq the ficuree which I p.Ye in ay telegru Jro. 39 

of .JI.DII&ry 7, 5 P••·, and •Y Wo. 17 of .JanUILl'J !5, 5 P·•·, 

aa a baeie of oaloulation, at the oloee of buetneee on 
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January 7 the fund oonta1ne4 approxtately 3,900,000,000 trance 
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of gold and. fore1p exob&llp. F1FUc a lo .. on S&hrdar, 

Monday ud wdar of 9,000,000 powute or 1 point .aoo,ooo,ooo 
france, the fund --' UOW baYe left in p~ld &114 fore1p 

exobuge around 2,600,000,000 fre.noe. !hie UIOUilt oan, of 

couree, be repleo1ehe4 br eell111g france to ~e Bant of 

Fruce and taking gold, but w1 thin a fft dare euob a •o•e 

would reT•l at lea.t the weak exobuge ae well ae the true 

situation of the Treasurr. 

The preeeot preeeure on the frano 1a largely due to 

concern oTer t he finllllcial a1tuation of the Tr•.urr, tu 

conflict between capital and labor, ud poeeible political 

upeet which •r follow trca theee two things. Should there 

be a meeting tomorrow of • plorere and labor that doee not 

reeult in ecae degree of baraonr, bueinees cirolee belieTe 

the likely reallt will be a general .trite. It 1a not 

likelr tbat a tentati•• arrang•wt betwean the two groupe 

w111 inspire oepi tal oonaidlring the eluente of dieoor4 

which duriDff the paet fft weeke ba•• ooae to the fore. !be 

Treaeurr'• weatneee ie further eb~ br call todar for a 

lou for the Oo•ernaent of Algeria, eoo,ooo,ooo france at 

89 1/a, tax free, for twwtr reare. ror thie aonth it ie 

plllllned w ba•e one or no aore 1a .... by pllbl1o bo41ee -

the 'l'reaeurr w get the prooee4e. Jteferenoe 18 •de to 

•r telegraa of Januarr "• 5 p.a. , •o· 18. 

m or 'RM!IJI. 

IULLift. 

ll:LII 
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J'RCih 

DATI: 

IO.: 

RUSB. 

Aaerloan S.baaar 1 P&r1a1 Franca 

Januarr 111 19S8 1 9 p.a. 

te 

!hie nenic.g t be OoYel'DIIent •• placecl i.n a crt tical 

situation b7 the action of the e.plorera who to14 Ohala1ieapa 

at seven o' clock tha1i the,. would not be at toaorrow'a 

•eating at the Hotel Kati~on. 

!'odar the hanc flight reached alaraing proporUone 1 

and ia lik~J to reach an extraordinarr fi~Ure toaorrow 

unlaee the eaplorera reooneider t heir deo111on tonigbt. 

The Right has been placed in an extremelr week poa1Uon 

in view of the revelation that the bo•b• which 11:1lle4 two 

pcUo•en on the elnen1ih of Sap1i•ber 1 1937, were plan1ie4 

by the •caco~da1 • I just had a t alk w1 th Blua, who 

m&J be the next: Preaid&IR du Ooneeil in view of the preae1i 

cr1e1a. At 1ihe preeent a0111ant naUher Blua nor anrone oan 

predict 1lhe outooae, but it ae•• clear 1lhat extr•e wealt­

neae of the hano h to be expected and also a rev1nl of 

agi1lat1on for eioh&Dge control for France. 

BULLift. 

U.:Lft 
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GROUP MEETING (S~CRETARY ABSENT) January 12 , 1938 . 
9 :20 a .m. 

Present: 

~agill : 

Gaston: 

!.It gill: 

GLston: 

llagill : 

Gaston: 

llr. lola gill 
!ir . Te.ylor 
Kr . Gaston 
llr . Bell 
llr. Lochhead 
!lr . Uph8111 
'ir . l.lcReynolds 

I 1 ve got to go up to the Hill tbis morning . Tbe 
Sub-committ ee is ha ving its meeting to approve its 
report a t t en o ' clock . As you know, the Secr etary 
sai d yester day we should continue to have these 
meetings . I don1 t know whether it would be possible 
~ ~e-to do it every day because of t he public 

hearings star ting Friday end Saturde.y . I have to 
do a little getting ready f or them, hence may no t be 
able to do this . But we 1 11 see ho;r 1t 17orks out. 

I thought we might clear s nytbing we had before the 
boss cal ls up a t 9 :30, as he said he would . I' ll 
have to get out of here s hortly thereafter . 

Herbert, I 1 m sending in to you this morning - you 
may nave a lready got it - that s tatement wbich we 
have pr epared for me to give on Friday a t the opening 
or t he public hearin~s on the bill . I wish you' d 
look it over to s ee whether or not from a public 
point or view the thing is a ll right. The figures 
have been checked, and I ' m having t hem r echecked, 
but I want t o make s ure t hat there i sn' t anything 
that ' s going to get us into di Tfi culti es . I've got 
a r ef er ence, f or instance, in there to personal 
exemptions that you may not w~t to make; I don't 
know . 

You' re going to be up on the Hi ll this morning? 

I 1ll certainly be up ther e this mornilllt and may even 
tbis afternoon. But I'll try &nd see you before you 
get away this evening . 

Yes . 

And I think I ' ll probably be f ree toaorrow . How long 
wil l it take them to get i t mimeographed? 

Bow long is it? 

Regraded Unclassified



' 

l(agill: 

Gas t on: 

!lag ill: 

Gut on: 

Magill: 

-. 

76 

-2-

23 pages. 

23 pages . Well , we can diVide it up and get it out 
in a couple of hours, I should tb1nk . 

Well , I sbo\lld think 1f it could be done tomorrow 
af ternoon, that's probably the best, because aaybe 
we ' ll want t o fuss with it a little tomorrow morning . 

Yes , yes. 

As a matter of fact, I haven't yet seen the 
Sub-committee r eport on which I'm commenting learnedly 
for 23 pages, so it m.igbt be belpf'ul to have a look 
at it for some time . 

!lac, have you got anything on your mind? 

KcR : No. Want to tell the boss when be calls that t he 
Opper appointment bas been cleared and will be sent 
up to the Senate this mor ning . 

Uagill : 

1.!cR: 

llagill: 

llcR: 

l.lagill: 

WcR: 

Magill: 

MeR : 

Uagill: 

Vlho? 

Opper appoint ment to the Board of Tax Appeals. 

Oh, tha t's 

Clear ed it with t he Senators. 

Why isn 't be here so we can congra tulat e him? 

And it will go to the Senate this morning . 

Senators all r ight? 

Yes. 

That ' ll give the boys somet hing t o talk about. 

Bow is Graves coming along on his plan? 

llcR: Well, he got Willie Marrs and Charley Russell and 
Bill Sherwood to, I t hink, more or less enthusias­
tically concur on that proposal tha t be gave to the 
boss . I t old GU¥ Belvering last night that these 
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other boys were all in agr eement and I supposed 
he'd have to agree . 

But you haven't heard yet? 

nell , he didn't - Graves hasn't had a chance to 
t alk t o him in detail about it, but I think the 
thing is cle~red now . I don't think there's any 
question a t all but the boys wi ll go a l ong without 
any • • . • I think the boys down there in the Bureau 
feel they 1re bei ng gypped, but they feel they're 
being gypped •••• 

In a very artistic manner . 

• •• very kindly, and the best thing to do i s take it. 

nell, let me know when i t gets by Guy, because the 
boss will pr obably be glad to bear about it. 

Cy , how •s your conscience? 

Perfectly clear , t hanks . 

"'anny? 

I haven ' t anything, Ros . 

Archie? 
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:lell, the only news in the foreign field i s that France 
has apparently managed to work itself into another 
¥er1odic crisis . Don't ~now how it will turn out. 

be discount on JO- day francs is et en e~uivalent of 
45 percent per annum this roorning . They ve been losing 
anywhere from 15 to 2U milli on dollar s gold ~ day, 
lest four or f ive days; as f a r £ 5 we can estimate, 
they can ' t have very much left . But we have heard 
nothing as to what they intend to do . There is some 
talk of exchange controls again, of course, over there. 

Practically all the l~bor situation. 

It's ell the labor situation. 

Herber t ? 
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1ne Dnited States News had a paragraph last week 
on this Social Security thing which was picked up 
and reprinted in the bocial Security Board ' s digest 
of news. It said that the Treasury Department to 
date - they had been del~yed over there because the 
Trea sury Department hadn t gotten them over any names 
of individual b eneficiaries. The facts are that at 
that time they had some JO million out of J6 million 
n8ll1es • •• 

xes, already . 

• • • 1n their hands . 

And today - as of last Saturday 1 t he only lacked 
about two million of having a complete list . About 
os close as they'll ever get . 

o¥e straightened the United States News boys out on 
that, but I thought it would be a good i dea for us 
to foment a story, not as a r eply to that thing, but 
a general story about the progress that they are 
making in handling the Social Security information 
r eturns . 

I t hink the boys will give you a tabulation of Just 
the factual data us to what has been accomplished 
with res;>ect to handling those . That could be worked 
into an entirely indepenaent news story. 

Yes . 

Just an information news story as to how that Job is 
going . 

I thought we •d put out a story either under Guy 
Helvering's name or under yours, Ros, n.oting with 
sat isfaction what progress they have made over t here. 

As soon as the boss gets away something always happens 
on Social Security. A yeur ago it was the Railroad 
Retirement. Now, Mac, we can get into a good fight 
with the Socia l Security Board . 

I don't t hink there is any question of a fight ther e . 
I don't know how that stuff got out, but I don't think 

Regraded Unclassified



·~ngill: 

•AcR: 

Gt•ston: 

llagill: 

..:cR: 

Bell : 

'4cR: 

llell : 

llcR : 

.. 

79 

-5-

there is any • •••• 

I should think you could get up an independent atory 
on that • 

.Dut I do think that information ought to be given 
out . 

Yes. I didn't want to make it in any sense a 
reply to t his story or r aise ony row with the Social 
Security Board. I ' d let Resnick know just exactly 
what we're doing. 

:tes. 

Yes, I tnink so • 

NoR, there's another- Danny wrote us a letter the 
other day tha t I did not show toe boss, about Soci al 
Security. They had .vritten us and tried to get us 
to make a lot of changes in the form . We r efused to 
do it. The boss - first Altmeyer tried to get 
Graves• concurrence; then he came to me, tried to 
get mine; then he wrote the boss a letter, but he 
bad courtesy enough to send tha t letter to me with 
a note protesting against our refusal to concur in 
t heir i dea of a combination form for the two; t hat 
ls, tor the state uses and the Treasury uses . I 
merely told the boss about it, showed it to him and 
tola him what was in it, told him we were turning it 
down. He said, •It 1 s your business . Doesn't bother 
me .n Now they wrote the President the same damn thing. 

That ' s right. 

van told us about it. 

Molly (Uewson) wrote the President. 

I don't think there's an,y occasion for discussing the 
details of it. ~hat they wanted to do was for us to 
~ut out a form for reporting on our tax collections 
on Social Security, which ·~d be used also by the 
states - in reporting to the states on the Title 9 
stuff, end which would be susceptible of instruction 
to the taxpayer from Washington and from the s totes, 
end every place . 

I 
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Well, ~ attitude on tha t was that if we expected 
to get any returns from the taxpayer that are 
accurate and satisfact or.y, we 've got to retain the 
authority over that, and nobody else can tell them 
what to do With it . NoK1 it ' s just basic . You can•t 
get bround it. ~e can't have six differ ent people 
instructing the t axpayer wh~t to do with a parti cular 
form and expect to get any satisfactory r esults. And 
I j ust refused to concur. 

•bey wanted to make the thing by carbon process. I 
said, "You can use our form . We 'll put it in shape 
so tha t all of the infor ma tion that is contained on 
our f orm will be in the shape where you can use it 
for your state purposes . But you can•t tell them­
but we won't add the column tha t you need for the 
other on tha t 1 not because we have a~ objection to 
it, but because if we do, your state people will be 
t elling them when to submit it and what to put on it 
and who has to do it.• 

You see, the coverage isn' t identical for the two 
t hings . Some s t ates on the Title 9 - they don't send 
for all employers . On ours, they do, and 

Does the state have a separ a te form now? 

Ther e i s some little difference . They wanted to make 
one f orm for the use of both the state and the Treasury . 

Couldn' t Re do t hat and keep it under our own control? 

;;e could - see, they can use the form that we• ve got 
by adding· cer t ain information. See, you•ve got an 
employer - i n some states on the state form they 
only need it Wher e there ar e ei ght or more employees, 
and they need some addition&l data. 

Now, I told them they could use copies of our form 
r.nd have the additi onal data - give their own instruc­
tions about the additi onal da t a that they had to 
have , 6Jld all t hat sort of thing. 

Their principal difficulty, as I see it, is tha t if 
we make the one form covering t he whole thill8 1 you•re 
bound to get confusion on the part of t he taxpayers as 
to whether they 'ahall submit a r eturn or not, if it 
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happens to be a case tha t they are not required tor 
the state . It is difficult enough to get the damn 
things anyhow, but if you give them en a libi so t hey 
can say with any reason that they lllisunderstood and 
thought they shouldn' t submit it, we just won't get 
the:11, that's all . tlow, I don't th.tnk a Job of that 
size can be done unless you can make it Just as clear 
and Just as concrete as possible, bnd shorn of all 
confusion . 

I think that ' s true . llha t I was thinking of - and 
I guess you have it in mind - you could fix it up 
in suoh n w&y that n man could make out one return 
and a carbon copy which goes to the state, but he 
aoes tne job once for all . 

That ' s exactly what Soci al Security wanted us to do, 
but it was necessary, to do that , for them to have 
t ·•o sets of instructions, 11nd it is exactly w!wt I 
objected to, and the other boys did . V/hen there are 
t•vo s ets of instructions to use with respect to our 
form, purticulfrly when the instr uctions in the other 
case t ell them that they uon ' t have to submit e r eturn 
a t all unless they ' ve got a t least eight employees, I 
don 't thinK we• 11 get it . 

Those fellows over there ought to be just as anxious 
as we arc to see that we get a full coverage on these 
r e turns. Cer t ainly they've been Cussing about it. 

Yes . 

And I don ' t believe, jus t as a practical matter , that 
it is possi ble t o combine them without getting 
sufficient contusion so Ds to meke a differ ence in 
the few million returns tha t you get . And we seem t o 
be on the way t og etting a pretty fair result on this 
Social Security stuff now. We turned all of our -
well, dO percent of our field deputies loose for two 
oonths to cle£n that t hing ur , tog et it out of the 
way . It ' s cooing along & da=n sight better than I 
ever thought it would, and I don ' t want to mess it 
up. I won't if I can help it. 

I think we ' ve got this LaFollette letter - did Eddie 
Bartelt have a chance to g~ over that wi th you (Bell) 
last night or • •• 
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Not after be talked to you . I went over it before. 
Thought it was in pretty good shape . 
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I didn ' t change the sense of it any. There was 
wor~ing in various places and a few things like that 
tht t Ne worked on for an hour and a half, I guess it 
was , yeste~~y afternoon. I think it' s reedy t o go 
now. 

Uh-huh . 

And we ' ll try t o give i t to llac so that tbe boss 
can sign it on the train, you see. 

What ' s he a sking ebout? 

This is about capitali zing end depreciating publi c 
buildings, e nd so on, r eferring to the Australi an 
met hod . Wha t he ' s t alking about i sn' t the Australi en 
met hod, but that ' s neither her e nor there. But I think 
i t ' s a hel l of a good letter the way it i s. 

Extraordinary budge t in a sense ; that ' s what it is. 

If you 're going to do eny such thin& as that, it would 
Just be a part of a Federal running i nventory . Public 
buildings would be only one item. 

Public Ror~s in general . 

It would be public works in genera l. Then you get 
into battleships and a few other t hings like that. 

"ashington r.lonument . 

~ut in any case I tbi~ it ' s a swell job . 

Yes . 

hnd the other thing "is thst - remember about t hese 
mixed claims and so on? o'iell , I a rranged to have 
Clarence Opper t alk to Hackworth, whi ch be did last 
night, and t her e doesn' t seem to be much possibility 
of its working out . But her s t alking t o Judge 14oore 
today t o find out if t hey want us in at t his particular 

stage . 
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Be doesn't think there •a any possibili t y? 

No. 
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~ell , the lawyers don't feel that way about it; 
and the German Gover~ent, I understand, has agreed 
to it. 

ell, there seems to be some difference of opinion 
about that . Hackworth himself apparently isn' t 
optimi stic at all, particularly right now. 

Oh-hub. 

nnd then 

I hope they won't throw it on our desk on the eighth 
of Uarch and expect to .•• 

i hen there is a ~uestion as to whether you could do 
what they propose without legislation, and there is 
very serious question about that . 

Surely . 

But ... 

That ' s t he r ebson I want the Treasury 1n on it, 
because it ' s really our job in the end . 

Well , it• s -you' ll bear more from it probably some 
time tod11y . But t hey don't seem to think that there' s 
much chance of it happening. That's what Hackworth 
thinks, enybow. 

It' s a pretty good scheme, i f it can be worked out. 
1 mean it wipes the whole thing right off the books -
just slick. 

According to Clarence, you have this piece of 
legislation that was passed in 1934, which crea ted 
this moratorium, whatever you want to call it, as 
long as Germany ~ras in default , you see. 

Uh- hub. 
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And whether they can make these compromise payments, 
whatever you call them, there with that piece ot 
legisl ation still on the books is - they have to 
argue about it. 

I r ealize that. 

xnd in effect it would go finally into the control 
or the German Government itself, because they move 
in wherever it might pay their nationa~s. 

i/ell, e ither the boss overslept or something. I' 11 
have to go on up there. I guess - if he calls up, 
wey, suppose you (Taylor) pass the time or day. 

" ll right. 

I guess there's nothing particular to convey. 

I haven't got anything . 

Nothing. 

Ali right . 
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lt ll •>A-17 ~\fill -\Mr ..,.. a •a ... p\la ~ ,_ _.. wUil 
n!f lola\ _.....,. ,.. \e ,_ ,,.., .. .._. 1M .... WlaU.. et JSilW• wlb •-r-41.,.., tor....,. .. , ,...._ -.llp tawl- a.,. 'f'lW ..-u ... -
o M .r tl-W peller. 

Oc-lOMllp , ........ u." ral ...... \o ~ ... Nel'lll can.-• 
do .. ""' follow -ral"'- pi'M\lw la eopl\olllliac wl'\ata OZJ u.,.., 
h deteroal.alac l\o RI'Pl• or .. tloU, a -nutal ._..~ _, Uo-
t lqlliolt -. ..... .,.SW .. ,~tor ..Utu .. \e ~'• * ...... , ... 
........ ( laol ... lq ........ tor .., ............ o-.1 .. _ ) ........ ~ 
..,.U.et .,. .... u .... _., u4 U h _....., f or ncb orpata\l- \e 
lool -'• la \Mlr e\o-\a or tl-.ial eGall.Uloa U.. Yal!M ot oopi to•. 
oull~. ftloN Aft a -'ber of .,.,_, wilT \bl1 h dOIUI, Ja tbl tlra\ 
plaoe , tho Nla\loaeblp -., .... a.rrwn\ &A4 fl-.4 ae1o\1 ..a ll .. lll\l" 
.,,, be eoaaldo.,... la 4o\e15'111al .. \M f lll!.U>O l al nan4l&c of " Nlaooe tor 
ai"'dl\ JNI'J'OI••· 5eowtp, ...,,w NpMOSUaroo AI'O ao\ p...,.r ~ 
11411Llu\ '"- la \llo u\o15'11l M\loa ot \oS l iA'Irlll \F or u.. dMlara\toa 
or dlYlc!M4a, atNlp, , ... ldlloU ora are ta\eroeW la \bo n laU oa "'­
... ,..11\ • ...,.1A<!8 * u-ew oapU"'-. 

l ow 'lodUlatlt M4 o\bor Jllllllle woJ4rs ,.... 110\ al_,. _.,...,\ad lip 
t he Oo•a.._\ a \low lluh ot Uo .,.,., ... ...u. J~\17 U.., Aft 
'buo4 ~" •-•at ..a o\ller o-ldorauae, Orlo..-aw l•n-•• 
.........,, 'ba oxu\lr......,... 'f'l• u.. .. ot a prha\e IM.t•u• ,.. \be ftl• 
of a f odobl .... , \ .....U ,_ _..... _. Uo •"'• \o \be ol\l-
""\llor \lua"'.., pntl\ whlOII Ill•\- froa Un _,.._. .,. .... u •• 

'tlp.octUaroe tor ,Ullo wftll llow " • a •M\oa\lal f•\er la 
COYII'DMA\ol tl-tac ,....~-. ~1\Al c .. s u- ...S \Mlr r.to\loa 
to tbo to.al -· et ..__, aft flltlMW .. , a1)o la lMNMod .._ 
to aae\ U...\ pol'\"- ot .,.... ...,_., ...... 11111011 aN ttaern' trw --• ,.._u, •• at• ta u. te- or ,.~,. u» ••u•u- whlllt _, 
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Decuber 15, 1937 

Honorable WaJDa C. Taylor , 
Asaist&Jlt Treasurer, 
United Statee Treasury, 
"aabiDgton, D. C. 

Dear 11r. Taylor: 

It 1a ~ undaretandio& that soae ~~&tiona 
which have been cooducti.ng public works prograas, suoh 
.. .tuatralia, hue adopted the policy- or carJ'71n& the 
completed projects as capital aaaets to be depreciated 
throua~>out the eetil&ated length of life or such projects 
rather th&Jl v1rtuall7 writi.n& tbUl off dthi.n the period 
during "hich construction was cerried on. 

This particular procedure is of interest to 
.. and I should like to obtain from you approximate tigurea 
for such projects e.a ha•e been wdertakell by the United 
states Covern~~ent ·dthi.n recent years . 

In the ... ent the Treasury had adopted this 
procedure with respect to cooapleted projects ae well ea 
-de all0118DC811 for the proprietary interest of the U, $ . 
in Covenmental Corporatiooe and Credit Agtlllciea and reconr­
al>le as seta theretrooa, as of Jwe JO, 1929-37, how would t hie 
ban Affected the Treasury deficits and public debt totals 
tor these fiscal years? 

I shall deeply appreciate receiving estiaatee 
on the above requeet "t your earliest connnitlllce. 

Sincerely yours , 

a/ Robert 11. Wollette, Jr . 
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PA.RAPIIRABI CW 'f'Cr.-ax UOiltD 

J'llOM: Aaerlou • ..._,., Parte, rruoe 

M!l& .JaDUr)' 131 19310 nOOII. 

ro.a '' 
RUIJI 

ftlOII COOIDWI. 

!hie ao1'11.1ng when ~e 'balllta opeae4 ~he d-- for 

aterl1Jig •• 1-ecllata &11.4 heayy. &eYe &1111 one qQ&rter 

95 

11'&1 the 41aooUD~ on the fruc &p1Dat three -tlaa aterllq • 

.lt 11 a.a. I Y1a1ted the Banlt of rranoe. I •• toll! 

~at the preuure waa we aore ~en~f1o th&ll 1t waa , .. tar­

day; aoat of the requeata 1rere for aterl1q, but acae of 

the fi1gh~ 1a to SWha tranoa, nor1D~ and belp.a. !be 

demand for 4ollara h not a1p1f1oant. T.-porar117 the 

tranaaotiona are ahead of tbe bookkeeping operat1011a of the 

oonbol. !1011'wer, I waa a aaured ~hat there ia ai111 gold 

and foretp exob&llge in tha oontrol, and that •h• th1a 

amoUDt ia exbauate4 1 t 11'111 :t•ecllately purobaee gold trca 

the Be.Dlt of rranoe apinat truoa unleaa they reoe1Ye acae 

goyernaet inatruoi1on to the contrary. The But up to 

the prea•t bae bad no intt.&Uon troa the OoY•r-•t 

•Uh recarct to uy ani1oipate4 oo~atrol of e:a:ob&Jiee, look1q 

~o Lollllon for u earlr orecllt, or pera1Uiq a drop ill. the 

fl'&llo rate. 

There 1a a teellq uoq •1 frieda in ~he 8aDk t!lat 

• 
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I -a-
a 1101~ oa.pla po1U1oal. el\u&UOD lau UlaiD, aDI -Ul 

~ll1e 11 ol-.zoe4 11p 1~ la DOt po .. 1'ble to aet reUef fol' 

tile OUI'riDOf. It woulcl be of DO aYail 1:o lll&ke ue of 

teolul1oal ••.a••, moll aa IIIA1pul&Uoaa of ratea 'by tile 

control. Apprah1Da1oa ower the OUI'rauoy woulcl pre..-a'bly 

inor••• ahoulcl a furthll' Left .Qo9erBaaD1: ca.e 11lto power. 

BULL~!. 

Ja;Lft 
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ReOeivecl January 13, 9:20 • · • · 10. S7 
J&nii&J7 12, 1938 1001 

srRICTLI COIIJ'IIlDI'I'UL POR TilE SICREl'ARI 

Todq a n..t.er of conre...,.,.a betwMD Cbaut.a.pe &Dd the IMIIbera ot 

hie JOTerllQilt hue been held . It ae.:aa llkel;r that aa a result the v 
&CTarllllent rlll toaorroe, Tburacla7, reaip. 

Tonight Blu. , ...... •e an accollllt or thoM contere~~cea; the oapital 

flight be said bad reduced the equallzatioo t1ald to practicall;r nothillc• 

~lua felt that the tinallce lliniater, Bonnet, bad bee~~ reckleea ill pa,yilla .../ 

tbe British credit out of the equallatioo time!, ae well aa P"71nc the 

BIDl< ot France the tour billioo trallca. 

Blua had 11<1de the &U&&eation to Cbauteapa and B01111et that tha7 

ebould take back r.r • the equal.ization fllllcl the gold which was turned 

OTar to the BIDl< of Trance. However, Bonnet wu not wUlillg to do thia 

aa i t would shoe h1a up aa haTing bee11 onr-contide~~t about their aituatioo; 

Boonet ill tact Mde 1t clear that rather than take tbia actioo he would 

reaip. The reeipatioo of the lliniatar of fillance would, of course, / 

cauae the rasigllat1011 or Cbaut•pa aa well aa tbe reat of the French 

Govol'lllllent . It would be preferable Cbeut .. pa apoeed tor Bonnet to 

reelgn rather than draw !rca the Bank of Fruoe tbe gold paid ill. Exchange 

contrcl 1a not duired b7 Cbaut.e.pa &Dd B""""t; therefore it ae...S cert&ill / 

tb&t ill the ~~axt twant,.-tour or tort7--eicht boura the cove..-t would ban 

to rasip. ~ 

-'IN=!XtA llhd&tft want 011 to aq that he felt it would DOt be 

poaaible tor hance to oootillue to lin at the -erD7 ot apeculatora; 

I 

I 

I 

' I 
I 

I 
I 
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the currGOT bad alread7 b- autf1c1~11141 &D4 to erlAp 

.,.other dnal.UI.UOD • e 1apoaa1ble. B ' .. ) !Uualt ba4 oppoeed axobup 

0011trol atuah•J.T, but now he felt t.bat exoh•n1• coctrol aa tba ClllT 

ccoceinble elteraathe. 

eota'bllahaent 1D Fra.aca or nclwla:a control: I uid that 1D this reprd 

I bad bt.d no instructions. I could ae.y that ae a peraODAl opWoc, there 

would be great disappo1nt.aent 1.t such acti oc ,.re talcan . The IIIUted 

Stetee GoYernaent bltd, bean doiae ita utaoat to b'M 1Dterut10Dt.l -ro• 

tree the ahaclclea wbicb bomd it, and it would obrlouaJ.T be a blow to 

their prograa, which I cooa1der a step 1n tbe direotioo or peace, 1.t 

France should esteblieb exchange control. 
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tba t 1 t rould olll:r be uder the preanre or abaolute neoeaan:r 

thnt aucb a step wolllcl be taaa. Be bopecl tha t tbe .,..._tilT ot 

the """riocn Oon......,.nt and or t.bo people or the '0'111 ted Stetea 

-.oul4 not ba loat thorebi'. BliD aaid again that be felt oertaiD 

tbat exchange oontrol wtll baTe to be eetablhhed b:r an:r OonrD-

ment ... hich mil!ht succeed tbe preseDt Oo'ferDI!IInt, 

'l'he Pri .,. l.ll.Dia ter went on t o aa:r t bet lt m1S)It baTe bMD 

pos sible • few weeka ago to haTe had the present Oo•ernment replaced 

by a Government elll!)ltly turther to tbe right , Thh eon rnment 

WO\lld ha'fe included Reynaud, Pletri end rlan41n. llowner , in new 

or tbe l l!lllense reaentaent againat tbe riS)It wllioh r naluation had 

Cauaecl, and in Tlew Of the fact that the "Cegoularda• had been r .. 

apons1ble ror t he kill ing of t wo ptll-n, i t waa 1na'r1tabla that 
tocta:r 

there would be o swtns to t he left, In ad41 tion , Bllllll aald/that 

1t ne 41aoonred t he z:mrder ot the Roaoelli brotbera waa t be work 

The right had lost all 1110ral atandlns 

because or the use of t he murder as a pol1t1oel weapon. 

I then aaked Blum wlletber IABND had renaled to an:r one 

the name ot the """' be would oall on to fOI'II the next SOT&rnment 

in l"ranoa. So rar aa be knew, be said La Bl'llD had not 1nd1oetecl 

his 1ntent1ona to an:r one . BowoYer, I gathered rro• tbe enti re 

con• eraatlon, that Blua telt it llkel:r he waalcl be the man oallocl oa,, 

It 1a a:r h1preuion t hat Sarraut or ll.eriot, rather than Bla, wolllcl 

be the t1 rat ohoioe ot IABND. In rrr;r op1D1oD, the fall ot \be 

preaent OoTe rnment , in an:r ennt, 1a inaiua,t , 
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.. ayne 
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C: 

T: 

C: 

T: 

T: 
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I 

Hello, Watne, how ere you? 

Fine. 

January 12, 1938. 
) 100 p . m. 

We;yne, r wanted to give you a little information. 
I sent you two cablegrams today, but since then 
I have gotten a little more . 

Xes . 

Tonight our friends have less than one billion 
francs left . 

Xes . 

You understand . 

Xes. 

100 

And there is a strong possibility that the govern­
ment may f all very soon. 

Yes . 

night 1n the next day or so . 

I get i t. 

They think - my friends think that a Socialist 
Government 1s impossible. 

Yes . 

Just make more trouble. So the choice is likely to 
go to someone like Herrio t or Bonnet himself. 

Yes. 

If the government falls , t here's a possibility 
that they might let the franc exchange r ate slip 
temporarily a~way . 

Xes . 

That's not sure, and they promised to keep me 
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i .nformed. The belief is here that the capital 
which bas gone away now really doas not believe 
that a new devaluation is economically necessary. 

roes not? 

.•• t ha t a new devaluation, a further depreciation 
of the franc, is really necessary economically. But 
t hese people just want to be on the safe side, getting 
their money out of the country. 

Right . 

So my f•iends f igure t ha t if they get a strong 
government in which inspires confi den.ce, tha t some 
of this money 'Rould t hen mturn, end they might bring 
the r:-a te back t o wher:-e it i s today . 

Yes . 

So it ' s not sure yet , but they 1 ve tipped me off 
that they mi ght let the r at e slip for:- a while anyway, 
if the Government falls. 

That ' s only if the Government f alls . 

Only if the Gover:-nment falls . 

Are they aiscussing at all just shutting up ~hop ror:­
a day or two? 

I don 't hear:- . 

Ar e they discussing the possibili ty of closing 
everyt hing - bank holiday, et ceter:-a - for:- a few 
days , as an alter:-native? 

Tha t was talked of on the m~ r:-ke t, but the offici als 
have sai d nothing t o me about it . 

Yes . 

I raised t hat, lind they sai d , •on, there's so many 
rumors . The whole thing is political . We can' t 
solve a nything until the politi cal problem is solved." 

It would - the reason I mentioned it, it would seem 
a more logical thing t o do t han fussing ar:-ound with 
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the other one . 

Yes , yes . Quite . Rel l , 
I 've 
sure t he Gover nment will 
short l y . 

that - that was everything 
But I ' m - Jim 

bave to change pretty 

You' re sure of that, eh? 

Well , about as sure as I could be . 

Yes. 

I can 't swear it, but still 

tlo, no. It looks very much tba t way . 

\ 

Because the drain tbese three days bas just been 
terrible . 

Yes . 

I ' m sure t here ' s not enough to t ake them t hrough 
tomor row. 

And you think that the choice lies between the t wo 
tl~t you mentioned. 

I think that's where it is, yes . 

Yes . Ah - if it were Berriot, would Bonnet go in 
the cabi.net? 

He would go 1n as Minister of Foreign Affairs, 
probably . 

He would? 

And they might try t o get Renaud in as Fi nance 
Minister . 

I got it . 

See? 

Yes . 
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That' s a pr e tty good combination. 

Yes . 

.aut s o far this is merel y i n tbe f or ma tive state, 
and tbere 1 s so maey things coming up a lmost every 
hour, on ... . 

Yes . 

.!03 

busi ness, a nd so on, t hat it's danger ous 
t o pr edict how much. But I just want to l et you 
know how a t l east they were talking of f icially 
this evening at seven o ' clock . 

There is practically sure t o be a change, then? 

it's almos t inevitable . 

Yes . 

I don ' t think they can go on very long, that ' s all . 

olell , I think that' s - just & minute and I 1 11 see if 
Archie has any questi ons here . 

(Short aside conversation) 

llo, he bas none . 

I see . 'Nell, I • ve sent you two t elegrams which give 
a little more . But I d idn' t il'ant to put t .hi s last 
information • • •• 

R,l.ght . 

••• about the amount of cash • • • 

Yes . 

in eit her one of them, you see . 

All right , fine . 

Fine . And the Ambassador has sent some t oday t oo . 

Yes . .Ve saw one of those . 
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~es. ~ell , there ' s been more this evening . 

~es . 

I have sent two. 

All right, fine, ~erle; thanks very much. 

All right. How are you g ett1ng along? 

Outside of that news, all right. 

(Laughs) Well, sorry to give you that. 

~es . The Secretary, as you may know, is going to 
be ~way for about ten days . 

No, I didn't Anow it, though, a t all . 

Yes . 

104 

~ut if any - if I get any dope that this rate is to 
slip, anytoing. like tnat, I 111 get you a r adio . 

All right, fine . And I may want to put ygu through 
to b.im down at sea Island . He isn't there yet, · so · 
that there's- I guess there 's notb.ing to do in the 
meantime . 

No . I have 1n a re~uest to see Bonnet whenever he 
can receive me . 

iUgnt. 

But I'm not going t o push him until this thing is 
a little further along. 

All right, fine. 

Pine . J.ll right, sir. 

Tllank you . 

~ou're welcome . Good night . 

Good night. 
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piJW'IIRAII or 'n'.PP.&II UOUUD 

:ntOX: uelou llabaaay, Parh, Jruoa 

DATI: J&llllal'y 12 , 19311, !5 p .a. 
10.: !52 

R!J8B 

PRC. OOOBR.U. 

J. 0-J 

Pressure on franc baa oontinue4 t hroughout the d&T 

with three montba ' diloount on franc against ater11ng 

pa181Dg 10 1/2. Rantea down aroun4 one franc; French eh&ree 

weak; 1nternat1on&le etroug; -rltet at.aephere be.4. 

I saw Rue!! &D4 de KurY11le 1n the Kinhtry of Finuce 

at !5:00 P••• The aeetillg between Ohaute.pa and JC'Uhu.x 

labor organisation waa atill going on at that u... I 

waa told bT Rueff that the control wae oont1nu1ug to Tial4 

large amount• of eterling at 147,85; I aelted whether thia 

would be kept up until the fund wae exhauated and tha 

whether acre sol4 would be drawn :troa the Bank of France, 

and Rueff ea14 he had told the Finance Kinilter that U 

wa.a f oolh&rdT to continua to gbe exchange at thie rate 

unleee ao.e wary e&rlT change which would restore confi-

dence wae 1n prospect. 

I -· aalllll'ed bT Jbaeff that nch&DC• cODtn~l 110uld not 

be woted for b)' BoiiMt. B011ner, lie would not e&T naotly 

whether he thoucht the oonfidace-1nepiriag aOYe aboal4 

be a change in the Oowernaat or a lup truo drop. Be 

1natete4 that the queation waa a politioal one for the ••t 

pe.rt, Jbae!! 1e not BQI'e, should Bl• return, 'ldlether he 

aipt 
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mipt 110t 'be tana•ae& '117 11.11 follolrwe to t.er ezah••p 

ooDirol in YiW of tll.e pree•t oir-etaaoee. Rlleff tol4 

•• ibat y.ry eoon big pol1t1oal 4eoie1oae will ~~ to be 

t aken. 

BULLIU, 

l.t. ; Lft 
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I"EOE:RAL. lt.ES~VC: BAN K 

or NEW YO!itK 

CORRES PONDENCE 

10,' 

SU8J ECT1I ...... +j+j*i'ftJM IJD 

''" o• '"9•. 

I ..Ue4 Btak ot 111111•4 •' llaOI •4, 1a \bo ab ... o of 

Jr, BoUOD on aoOOUD' ot 1lla .. a, l apMo 'o •r. ••*"· !be 111-.... 

Uon s.n rrcoa, 'b• la"ar N14, waa b.-tq raall7 or1UeaJ,-. . n 

narte4 a waet .,o *• \bo Built ot lr•••' • •Mitl7 rnua -. ... r.­

atnd borrowilll b)' \bt Gnanaet 1a \bo tohl ot e,ooo,ooo,ooo tnaea. 

t hat, he aa14, '" U on. P•plo btl• to oalCNlnt 1lbft •• left 1a 

the Pwl6 and bao•o 110ro DOnftl. !be \bo avtkoa nane4. YoUowiq 

t hai, the loo1al1na bteOD reewlac \hair proaallro tor tonlp ..,....,, 

control cd ranr1n1oca Wbicll, ot OftrM, aado tho poai't.a ••17 •* 
wona. Ill or4ar t o ...-aq \ho labor ai,u.aUOD ~sapa OODaete4 \a 

. .. , •plo,. .. a an4 •plo,.ora 1a ~o1a\ ataa10D bu\ 'h• apl07Va po­

Utal)" 4ael1ae4 boo• .. eal7 \bt Jrecll wber Pan,. ha4 b- •*e4 \a 

repreac' the •llloT•• al\boulh thoro won aaD7 osbtr labor Ol'laiaa­

Uona 1D Jranoa 'lhieb wore po .. 1bl7 -..eas 110ro libtral a1a4o4. 

! he ditt101ll'7 1a rr.to •• eUralT fOliUcal u4 aooial. Chau\apa 

kept OD ttllr1DI abou' -· aor\ of bill OOYtrilll atnS labor OOD41-

t 1ona, ! h t wbolt outlook ... •.rr blactiE a\ \bt -••, wish \ha real' 

that t ba BaDk of Jr•o• had~ ab~H\e4 \o _.._s proaaro u4 

loaata dur1aa 'b' lan wHit or ae ha4 b- ••rrtt1o. todq bed boa 

the btuan ~ ao tar. 

l'itboa\ 1117 llll.l a aU. 

tho haDe had ~ -·- oocn•• ..... 

Cloao so .. par -- ... b14 tor norllal 

tor ona dq. Cart.a-al, of OCNrao, waa tone4 so koop tbo rr.te Ptlle4 

at a U a a ~., ., .. ,.,. wore 1os.a •· tho eal7 ••••s \ho tnao 

had b .. allowed •• .-., 10 or 11 fOlate a ~. wt, tar tna ...U.. 
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P'Pl.KftAL .... DIIYE eANK 

CW NEW YOIItK 

DAT.IMMJ7 , .. liM. 

su~Kcn_!11EIWI~ .. I~fllmiWIF~'T~·.S(jiiJI~IL_
1 

ett the .... tor tonica •• t •••• -.s.. w .......... 1\ -· ... 0 n 

ooJ'e eCJG,e, l'onlp )•bet• .C .-14 oab "" •• Ia 4 ..... , Uao 

laUW ~tlliDC at a pna• of I 1/.. ftao poeUt.• fte • ..,.,._, 

n .. t .- \he -•' •• le*u loU "" tbat n•,.M•• ..-14 ~wn 

to be dolle 1D \ho a.n I' or 41 boare. Qath peed~ Ud1 Jdlbt, 

1111!1, tNe to Pretia laallt.t, 11o -o tlad of a o-..-t.eo. lbll'O wu 

••W.C tha' 101114 bo ... 0 "'..,..,. Ia ....... , .. .,. ....... to,.... 

\o take 10ld ,,_ oa,l'llbakl w..,._ ... , wt.th tho n.-1' \ha' \heir 

1tld nollr waa aMPlac w.p. ftt.e, 1 1111101tod, •• Uao roo .. tor tho 

Loac!Go 1•14 pl't.eo Pial do•, wt.tll wta1a etet••• •••u III'Ood aft• 

a tuhtoa, Pooph tiC 110\ ,_, '' PIT \ho bilh pl't.H 1D t.. ... e1 1-. 

aa the 4olln ftl .. ...,. Oal7 U \ho la"u • .-.... wa1 \he ,.wo 

uuoua to co en• aolC. Ae •blac• .... a• tho -•'• tlt.o ~~-• 

toJ' 101d ftl .. , 111& IDRib •o tono 'bo pnat• .,, tho •nao•• W 

ProballlJ 'b ... halt a ad"t• o• h1e, willa, ot ooureo, 414 aot J111t117 

• Ye17 nob b1&hll' pna•, aot woa a proal• of I or loll thoa f 

, •• , .. toclq, 

1 po1D'a4 .. , vaa• poelt.~ \ho _,._~. approach • tbo-.lo 

Jrollloa "' ....,. 1111r 'allr of a pr.S.. a)O\to \ho lo1IV &old ,...., 

ratbor ~ .. a 41e_, r.. Uao bilbu aol4 JOIIl" Ae 1-. •• \ho ..,. .. 

••t ofplC W "- r.. .... te ,...1\ bad ~«wMoG7 Mea ool'ftd 

\o ., ... ot a p...S.• wer "'"· letsAIJ' taa. ••••• W ... ' .. 

,.. ... ,.. lholt _. •o ._. ..U •* ........... , ,_.1.-ladT 1t U.o 

Utt• ~• ...U.o, It ~ .n .... •n ...... II te • Ulo llule 

• 
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JR 

Storttary of Stott, 

' ashington , 

" 

27, January 12, 8 p . m. 

• 

PU,IN 

London 

D'\ttd JonuCU'y 12, 

Rtc 'd 3:22 p ,m, 

FOR TRE:.SURY FROio! BUTl'ER''!ORTR, 

19~ 

Tht prEssure on tht franc hos further 1ncrtostd 

today. Th• f'lct tha t tht ont month's tuturt ratt at 

ont timt touched 6-\ ~nd tht thrEE months 10-~ nhrn tht 

O~nk or Frnnct nithdrt~' its support ill indicativE of tht 

a tmosphErE , 'rht odviots from Pnris art so confusEd 

that thE City h'\n formEd no concerted view of thE 

prospects but it is gtntrnlly btlitvtd hEr£ that tht 

Frtnch fund dots not hovt at its disposal mort than tht 

tquivaltnt of thirty mill i on pounds in gold or forEign 

t xchnngt nnd that if thE prtssurt continues thE franc 

must bt further dtprtcintcd, Foreign txchangt dtaltrs 

report that thE Bank of Fr•nct is making day to day 

monty hard to obtain in thE hope of curtailing btar 

operations, This would sEEm to bt n wtnpon to bE usEd 

in combatting a short movt~rnt but in a long tight it 

might bE self-destroying: bi lls falling duE micht not 

b1: rtnEwtd rnd thus tht intri nsic wtokntss of th t 

Frtnch position would bt rtvtnltd and nugmtnt t d , 

JOHNSON 

1:o 
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FEDERAL ,_.llltVK .AN K 

Ofl N RW YORK 

DATE ,_..,. u, , ... 
CORRESPONDENC E 

~~~~nA~~~•~------­

- - --1.--"'r• -llalalltii.HIIt-----

SUBJECT' IW.JnQIJ Q&f 'eiOI l1'fll 

'ME or •o•~••· 

11r. lol'- ..Uet •r. ~. a 10•• ~. na lnan 

f rtiiC rate Wll 111, bt 1114, \hd 1t , .. , loll ••• pao hat 1a 

011r tent . ODot 1111D1 •• 1a lan JIIDt, the aann wa• ta'lr1"1 of 

180 to 1001 11bdhtr \htra •• ~ Yal14U7 ill that, of CIOUII1 ht 

did 110t lalOW. !bt 4-d tor dolltl'l ftl YQ71 YU7 ...U,, .... ,. •• 

incllnaUoa, bt -tlnet, waa to bt aqtet•• of u, • .,lot•• 

t llat thlnct ware aot rM117 lllpi'OYill& nar OD ..., tlda. nit _. 

t he tttllnl 11blob cu•• • ••bar of people 1a •rope ba4 ha4 tor 

-e u .. , panloalarl.T ~~~ 1lbo had oapUal lll •ll'lea. It U 

were not t or the ai'H\ar wtalmtll of \ba trae, bt \bMIIb' 'bt 

clollar woald bt Wldtr prttR!'t '"· .... wtlllt b a waa banal a YII'J' 

41tt1eult tlaa belq ..-ptcl wltb &old troa aero .. tba =-11. It 

•u a•taSna ••1'1 l'aPl~, at a tar ,., .. ,,., rata aow than war baton, 

he \hqbt. DuriD& 'ha laat , .... bt \ooll lll -ttblaa llltt 

1& or 18 llllliOD poanu of &ol4, a ?11'7 lU'It ponloo of ..Ueb e•• 

t roa lrmoe. Jan 'lbd \be utu,ioo 1a haooa ••• he 414 aot 

llllow, So tar, ao rttl&aatlODt of ~-- aaba>t had \8ke pl ate. 

Aoeordlna t o ltten rapona Cba\_,1 •• pi'IP&I'1al • IPPMl to 

\he eountl'T to JQ11 ltetlf \olfthao. '!bt ti'Witlt •• eUnlT Wl\bla 

hmee, be t!snlbt. lo .-.-a1 •lRU.• wae..Uabla. !biN ftl 

aoru., -· IOIL14 ......... 1\. !bt htotb -.14 ..... " bt tonlll ... 

Oltbt I'U•Mll\7 of tbtlr o• laftltiiUODI tod aan.ll7 bttbrt ta:#­

t hiq -.ld ba, •• na ~other '-tloPII•' of~ la\ll'ltt d aU, 

tor t he Uae btlal, , .... to bt tht wnhtll 1ll ~·· *~* ftl 

Probab~ rltbao a aawnl ~J~~J*-'ie _.__.. 

~.~~ .• 

\ 
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TREASURY DEPARTMENT 
112 

DAft JUII&I'J' 1), 19)8. 

"' Secret&r7 IIOrc-tbaa 

Jlr, Taylor 

At 5:05 Fda called • aDd read • a cable ot illetruct1oaa to 

l.lbas~&dor Bullltt ill repq to B'llll1tt1 a coat1deDt1al report or b1a 

coaYer tatioa rlth Blua. Ill IR&ral this illatruot1oa atated tbat be 

should oontillue to expreea the attitude wbiab he had alrea~ taltc; 

t hat t.he Treaeury had &lrea~ tallted to lleary hare end had told I&IU'f 

that the TreUU%7 ooateaplated u!r1n1 llO ate~t oa the a1tlat1Gil 

o! the franc and UDder 110 ci.rcuaatanoea would do eo axoapt. ill ooa­

sultat ioo with tba P'renoh Gooraroaa1t and an~~ UDder those oi.rc~aatallo .. 

would be quite raluotant to do ao. Bonnr, tbat it was the Secret&r7 

ot State's peroonal hope that axohanc• ooatrol could be &'fOlded aDd 1t 

it nre nec&UIU')' to iapoae e control rather than to taca a peaio 

lltuatloo ill the traao, that the control would operata ao •• to Dot 

ioter!ere rlth MrOhaDdiM tren..otioaa aDd would appq ~ to capital 

•ovuenta. I approyed tb1a atat&Mnt . 
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pAlW'J[RAIU OF 'fELICIWl UOIIVSD 

J'ROK: Aurican lllba .. y, Paria, France 

DUE: J anu.ary 13, 1938, noon 

NO.: 58 

RUSH - FROil COCHRAN 

The French control bad yielded one million dollars 

by 11:45. Today1 s demand for oter ling on the chaotic 

market was eYen greater than that of yesterday. Three 

months sterling was at ten one half, and the aterlinc 

rate bas slipped to 148.50. The Pa:ria banks ha·n been 

requeoted by the Bank of France to limit their exchange 

dealings as much as possible, but tba anxiety appear• 

to have been increased by this requeat. lo arbitrage 

operations are baing undertaken by Guaranty, which bank 

pTeiUIIeB that similar cooperation is b eing given by other 

Aller 1 O&D bank e. 
BULLITT. 
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EG 

Secretary of State, 

'.7ashington . 

RUSH 

60, Januar, 13, 3 p. m. 

Fr.OH COCHRAN 

GRAY 

Paris 

Dated Januar, 13, 1938 

Rtc 1d 12: 55 p. m. 

Issuance of governmEnt communique (which is being_ 

oablrd separately ) at 1:30 p.m. at conclusion of Cabinet 

meeti nG nas taken for a few ruinut'.s on London market as 

bull point for franc ard ratE t tll1porar1ly improved to 

148. 20 but soon weakened . Demoralized Paris market is 

still ta~ill8 a tremendous lot of sterling with contra~ 

letting ratr slip 20 or 30 cEntimEs at a time and 149. 95 

was level at 3 p. m. Traders estimate th&t barring ~his 

hour control has today lost 12 to 15 million pounds . 

No sij;nifioant cho.ngc i n ban!c statement as ot Januar, 6. 

BULL!TT 

!!PO 

Regraded Unclassified



IIBo 

Storttar~ of StatE , 

Vlo.sll1ngton. 

29
1 

Janllll ry 13 , 8 p . m. 

PLAIM 

Lol'¥1on 

Dated Janun1'7 1:5, 1938 

REO 1d :5:15 p . m. 

F0:-1 TREASURY FROM BW~ORTll 

!15 

Although thE fra nc wa s allow Ed to dtcliDE as fnr a.s 

154 t o t llE pound and closEd a t 151 thE p rESsure continued 

t o 1ncrt~aE throughout thE day and rtaohtd panic pro­

portiono . VErY littlE buSi nEss was ablE to bE donE in 

tht futurE markEt . 

Tlu: Cit y in gEnEral antioipntEs that thE Frrnoh 

Cabinet <:ri sis oonnot bE postponEd and il at thE m0111£nt 

mor e 1nterEsttd in thE avoidancE of txohangE rtstriction~ 

than th.t possibility of thE trano dEprEciation. 

As of poasiblE inttrtot !~ora.ngt , Frmch banla:r who 

ho.s just arrivEd from Paris, mod£ thE following points 

1n t hE coursE of n lunchEon oonvcreotion today: (l) 

that thE JP11tloal importoncE ot thE TripnrtitE AgrEE­

IIlEnt 'IIIla such as to prEnnt thl: 1apoait1on of aohangE 

controls ;n Fra.noEJ (2) tbllt thE tr~mo would hUE to bE 

furthEr dEprEciatEd and •tim ita own lnElJ• (:5) tbo.t 

thE 
Regraded Unclassified



2- No. 291 Jcnuary 13 1 tl'om L ()ll(\on. 

tbE i:.o!')E of a rrnl rEcona true t i on Ministry lay in tht 

possib:.l:·.cy of an undtrstandi~ being rEachEd bEtVIEtn 

Bl um ani'. :tEynaud 1no wtrE t h E only two mtn ablE to 

sati sfy rtsptotivEly the LEft and Right f a ctions • 

. I nlil mEEting w1 t h Phillip s and Walcy tomorrow at 

11 e .=to. 

J O:!mSOU 

HPD: 

116 
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Oper• tor : 

a . .o~ . 
vOCalr&n : 

Ojl~r< ~or : 

~&yne 
T~ylor: 

C: 

T: 

C: 

!: 

C: 

i : 

C: 

T: 

C: 

T: 

C: 

•, 

• 

Here's Ur . Cocbran. 

Hello . 

There's your call, sir. 

Hello . 

Hello, Wayne . Yes . 

Hello, Merle. 

Can you hear me well? 

I can indeed . 

117 

J anuary lJ, 1938 
J : .3J p .m. 

Tney 1 ve had a very bad day her e . Can you hear? 

Yes . 

I am s ure they have had t o draw heavily the gold 
from the Bank to replenish the control . At ten 
o ' clock I cabled you that the sterling rate had 
gone t o 154; then it turned back t o 151, due to 
some li~uidation by the market here, and a report 
that appeared on a London ticker to the effect that 
the French Government bad asked the American and 
British authori t i es to prevent trading in francs 
on their respective marAets if the Paris Bourse 
should close t omorrow . You've heard tnat rumor? 

llo . 

Anyway, that was on the London ticker, and telephoned 
over herei so it was - got all around the market, and 
soae ,peop e sold out on that r eport. /.nd I got in 
t ouch with our friends, and a t 7:15 ~ best friend 
called me back, 6nd he said that he had Just telephoned 
to the Bank of Bngl~nd t o t ell t hem not t o stand by 
ton1t;ht , t hat he did not think there would be any 
message for them . 

Yes . 

And he s~ id that he would call me tonight, even late, 
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if there should be anything. They took a terrible 
beating today, and there was pretty wide feeling 
that they m.ight have to close up tomorrow, but there 
was no decision taken to that effect tbis evening. 

PLrliament met and then adjourned at six o- - a little 
past six, a fter Cnautemps had spoken. Chautemps gave 
a good speech, saying that it was the time for everyone 
to show their sincerity, to r espect the law, discontinue 
f~E tures which embarrassed the count ry and the Treasury, 
~~t they should defend the franc, which is techni­
cally sound, and avoid exchange control . He spoke 
str ongly ugainst exchange control. Be told them to 
think it over and meet tonight ct 9:30. 

9 :3.) . 

They ~ojourned . The Radical Socialist group bas got 
together and decided to support the GovernDent . I 
haven't heard yet wh~t the Socia lists and Communists 
have decioed . But they ' re going to meet at 9 :30, and 
there'll presumably be a vot e of confidence on this 
financial proposition. 

Getting all of it? 

Yes. 

hnd if they do not get a majority, they will resign. 
If they do get a majority, it's possible, though not 
sure, tnat they may try to work in some new Llinisters 
a little more to the Right for defending the franc . 
But that ' s 'llbat they'll have t o work out after t hey 
see how it goes tonight . 

ooithout the \.:ommunist votes - even 11ithout them, they ' re 
all right, aren't they, 1f the other two stick together? 

Yes, their Socialist votes, and the R~dical Socialists -
they - they can &et by ~ithout the Communists. 

Tbst•s what I thought. 

Yes. But the ~uestion is whether the Socialists would 
stick with the Radical Socialists if the Radical 
Soci alists are trying to throw the Communists out ot 
the Populer Front. 
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Yes . 

That ' s whnt our friend wanted who used to be over 
with you. 

Yes, that ' s what I gathered . 

Be's trying to cut loose from that group, and he was 
in the mood this morning to resign, but has stayed 
on, and they 1 re trying this now. And if they. should 
go out, or if they should close the banks, they might -
then the logical thing would be t o sWing to Blum. It 
he should co~e in, it would be almost sure that they 
would stick to exchange control. And he might get it 
in the Chamber, but the Senate would make difficul ty 
for bia probably . 

Yes . 

But that' s Just ~<bout a s near as I can tell now . 

Yes. Well, that ' s a slight switch from yesterday, 
isn't it? 

Well, we - I was sure last night t hat there was going 
to be u crisis . 

llo, I meen in terms of the possibility of the · type 
of government; in other words, instead of it being 
Herriot or our friend th&t was here •• • • 

Yes . Well , af t er - this 
he got all the applause . 
over ther e . And there ' s 
in yet, you s ee . 

Yes. 

afternoon 11hen Berriot spoke, 
Re was the most popular ,ma.n 

a chance that he might come 

The Government is to stay in tonight. They m~gbt try 
to work billl 1n yet some way. 

I see . 

I mean i t hasn't a rrived at the crisis stage yet. 
But if tbe Government gets their vote on t he policy 
of protecting the franc and of avoiding exchange 
control, then these t wo leaders , t he Prime Minister 
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and tne Finance llin1ster , may t r y to get some ot 
t hese strong men • • • 

Uh-huh. 

.... like the man I jus t menti oned. 

Yes . 

120 

And Fl andin and maybe Renaud - g et some of them 
into the Government . 

I get i t. 

I don ' t know whether that will come or not, but that's 
«hat t hey 're talking t onight. 

So that there would be a shi ft i n the cabinet if they 
got the vot e , with the other boys left out - the 
Communist s left out. 

That I t ell you f or j ust what it ' s worth. 

Yes . 

I mean you can' t t ell yet . But t hat• s what they were 
thinking about. 

Ah - well , in t erms of t ime, why, they ' r e convening 
now, aren' t t hey? 

Beg pardon? 

In t er ms of t ime, t hey 're pr actically convening now, 
t.ren ' t tney? 

No, i t ' s - l et•s see, i t' s 8: )0 now. 

e - ah - another hour then. 

- : JO . 

Yes . 
So it will take some time, and we ' ll get oft a cable 
as soon as tile vote i s over . 
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il lgbt. 

But I shan't call yo u unless I have some word from 
the officials themselves in regard to our assistance 
t-omorrow. 

~es . Now, there ' s - there ' s one thing I might tell 
you . I just talked to Henry (Counselor of French 
l:.1~bassy) here . 

Yes . 

He t.sked me a bout a rumor wllicb be h.ad heard th.at 
our Tr easury was going to issue a statement on t he 
franc . I told ttt ~!' t there Ra s a bsolutely nothing 
in it, and tbbt we Rould~nly do so 1n consultation 
Nith them and at their request . 

I see . Fine . Nell, this is all I have, and part of 
i t, a s you see , is- is Just •••• 

Yes . 

....• natura l. But I wa nt ed to let you «:now what has 
t aken pl ace •.• 

Yes • 

••• uod bow it looks now . 

~ell, we ' ll know a lot mor e in about two hours, I 1d 
say. 

Two hours . If you want ed me to call you, I could, 
but - it ' s just as you wish . 

••ell , use your own Juogment about that . 

I 111 use my own Judgment. If it's simple and we can 
get off an early wire , I shall not call you. 

All right. 

But if there • s something tba t I think you ought to 
have right away, 1•11 call you a gain. I'm speaking 
f r om home now, and I'm goi ng downtown. 

Right • 
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"nd then - then I can call you from there, or here . 

Just a minute. 

Uay- - maybe you'd better not mention this call to 
the St a te, see? 

I won't. 

r1ne, Taylor. All right . 

"b - now, is there anything in this march that took 
place today tha t doesn't appear? 

In t he what ? 

ole got a cable report that fifteen hundred transport 
strikers swar med down the boulevard late today singing 
the Interna tionale and battling police. 

Oh yes . 

lohat? 

The police dispersed them without too much trouble . 

Yes . 

But to me it seems the beginning of ~hat might come . 

Yes . 

But these Lef t people - they do no t participate in 
the Popular Front. 

Yes. Yoell, that was my inter pre t a tion there. 

••ell, t hat' s it, because if - if Labor gets the worst 
of it, t hey 're goi.ng t o demonstra tfl., certainljl. 

Yes. 

And have more strikes. So it ' s not a very bright 
picture y et. 

All right, Merle . 
hll right, Wayne. 

Fine. Thank you. 
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S tor ctary of Stat t , 

Washington. 

RUSH 

66 

January 13 , 6 p . m. 

FROM COCHRAN 

GRAY 

Paris 

Dated January 13, 1938 

Rtc 1d 3 : 40 p. m. 

Sterli ng reachEd 154 between 5 and 6 o ' clock 

but came back t o 151 at 6 o ' clock dut to aomt 

l iquidation by market on report that appeared on 

London ticker to t h t effect that French Government 

had asktd British and American authorities to pre­
on 

vent trading in francsjthtir respective markets 

if Paris Bour se and rxchangEs should bt closed 

t omorrow. 

BULLITT 

HPD 
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DEPARTMENT OF STATE 
WASHINGTON 

Janual')' 13, 1938. 

The Seorriuy of State pre .. nta hie co~~plillenta 

to the Honorable the 8ecrriary of tha Trealllll'y an4 

encloaes a copy of telegn.a •o. 82 of Janu.ary 13 froa 

Part a. 

• 
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EG 
GRAY 

Paris 

Dattd Ja.nuary 13, 1938 

Rtc'd 1 : 55 p. m. 

Stcrttary of StatE , 

Washington, 

RUSH 

62
1 

January 131 5 p.m. 

Afttr a CabinEt mEEting this morning which was 

callEd to discuss thE prEsEnt financial and political 

situation and which lasttd ovEr two hours and a half, 

t hE following communiquE was issuEd: 

"Tht PrEsidtnt of thE Council and thE MinistEr 

of Finance informEd thE Council of thE political and 

financial situation and of thE strious rtpErcussions 

it ia producing on thE ExchangE marktt , ThE Council 

unanimously ind1cattd i t s ob j EctivE EnErgEtically to 

dEfEnd thE financial situation and thE franc . In order 

to associatE Parliament and thE nation in this work of 

public 

of the 

welfarE , it has bEEn decidEd that thE PrEsident 

' Council would today makE beforE thE Chamber thE 

dEclaration which thE govErnmEnt owEs to thE nation". 

Pl EasE rtptat to Trtaeury. 

BULLITT 

CSB 
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pJ.JW>RRAP OF TELIOIWI Sin 

TO; .laerioan IDba .. y, Paria, J'ranoe 

DJ.TI: January 13, 1938, 7 p .a. 

!0.: 18 

12() 

Reference 1e aade to your t elegra. l o. 57, today 1 a 

date . 

It seems to me that the remarka which you made to 

Blum represent the wise attitude to be ahown by the Ameri­

can GoYernment toward the iiii!Sediate oria1 s facing the hencll. 

Should you be approached again, you may continue to indtoa.te 

this aa the attitude of the American GoYernment. You will 

realize that for ue to judge here what poltoiee the French 

GoYernment oan aucceeefully carry through is moat diff~oult. 

This afternoon Henri spoke to the Treaaury, haTing 

called with r eference to a rumor tbat a etatement oonoerntng 

t he franc waa about to be made by the Treasury. The Treas­

ury dented thia, and told Henri that tt doee not want to 

c:::UCe any atatement on the aubj eot and that none would be 

aade except tn consultation with and at the requeat of the 

11'renoh Government, and even then it would be very reluctant 

to do so . 

The following ts for your guidance only -

I should greatly regret of courae 1f the J'renoh re-

sorted to exchange control. Hoort!Ter abort of the henoh 
I 

GoYernaent oonlllll.t1ng us, I do not aee how thta OoTernaent 

can attempt eertouely to influence wenta for t wo re&aOile. 

P'iret , 

• 

I 
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rirat , 1D France it aight then be obarged, on one side or 

aootber, that we are intenening in Frenob affaire, BecODd, 

because we cannot jud.ge whether, 1D the absence of control, 

it wi ll be possible tor France today to eaoape a state of 

panic depreciation. 

If exchange control ehould be i~oeed, I of oourae 

greatly hope that thi e control wi U DOt be applied so ao 

to interfere ~tli· ea;7mO..eaent and payment tor merchandise 

and that it will apply only to pr~Nent the flight of 

capital. 

We are inforaed by Butterworth that the City in gen­

eral anticipates that the French Oabi.net crisis oennot be 

postponed. He states that the 01ty is at the moment more 

interested 1D the aYoidance of exchange res trictions than 

i n t he possibility of depreciation of the trano. At 

eleyen o' oloolt tomorrow morning he ia to meet with Treas-

ury officials. 

BOLL. 

14:Ln 
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PAU!BBAB or nr~-•• IIICIKiftD 

ntOJb .t.Mr1oaD .. baeay, I'Uh, f%aaoe 

DATI: January 13, 19!8, 9 11·•· 

10.1 68 

B'I'RIO!LT OOUmlli!UL roft TRJ: 810Rft:UT. 

I gathered. !r011 Ohaute.pe that he had UtUe hope 

that the f~c fi1ght would be .topped. br hie appeal, 

but 1i appeared. that he and Bonnet had deo1de4 the 

coat dignified iuue upon which to fall would be thd 

of exchange control. 

BULLift. 

u:unr 
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Januar7 13, 19:58 

Colonel Harrington telephoned that reY1eed t1gure• tor 

JanuarY l "ere 1 , 670 ,617 • t mplo:rment U guree for week 

end1ng January 8 were 1,712 ,053, an 1noreaee of 41, 436. 

nmo 
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Janual'f 1~, 1938 

The Secretar7 toda7 1netruoted Mr. KoRe7no1de 

to send a coP7 or th1e report to the Pree1dent and he 

d1d 80· 
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I[DI)!WI>tll TO JIR, CIBIIOJIB 

lRCII JIR. ll)nJt: 

• 

ata. 13.! 

Ill accordance with M1', Roae• • telaphoD1o OOD'YeraaUOII with 
Jlr, rr.oan, the tollow1q table ahowiq the ftlue ot apor\e aDd 
export• t or each IIODt h ot the oalelldar ,..ar 19:!? 1a turlliahe4. 

1 ... 118J'1 
February 
ll&rOh 
April 
llaJ 
1Wie 
1ulr 
Auguat 
Stptnbtr 
Oc\obtr 
lioY•ber 
Dee•btr 

MAL 

lxport. 
I Inoludly re-uportal 

• 222 , 665 ,000 
~.1.25,000 
2ll6 . :56ll , 000 
268,~6,000 
289.982.000 
26:5,Ml,OOO 
268 ,lell, 000 
2?? , 9M0000 
296 , 629,000 
3:52 ,8'19 . 000 

Oueral Iapor\a 

• uo.~.ooo 
2??. ?09,000 
:50? ,.,4,000 
286 ,e::se. 000 
284,901 , 000 
285 ,91:5,000 
265 ,209,000 
246, ?0? ,000 
EllS, :!?0. 000 
2U,S9l,OOO 

22:! • -~. "'"" 

'l'lle tlgurea t or eaoll ot the t1rat ele't"ell 11011tlla are \ ho M 

ott1c1all:r r eported b;r the O.partaut ot a-roe, fte t1gurea 
for Deoollber are utU.ted trca data truea1 tta4 h:r the oolleowra 
ot ouotoaa, ftaae aatt• t ed t1gurea allould be uae4 with coll­
eldorable cautloD &114 8houl4 probahlr be gi't"eD DO publ1o1t;r . 

(Sipe4) 1 . B. Xorle 

/c/o!P/t/ 
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P'E.D&AAL RUDVC BANK 

04' NIEW YORK 

CORRESPONDENCE DAn 1_,., 1" liMo 

S u aJ ECT• I& Nil mnr'tllM 

gp I'" or J1MCL 1. &nt• 

I e.Uet llr. Cula'ael at 1110 ~. •• ..tt•• \.\d \be 
in Pari s 

Jaek ot rr••• bell requon .. all lJalrll to alJn.la tr. ••• •1• o,... 

au•• \GUT ID4 \be' aatanllJ' Uao lJ181ro bH IIHM• Ao a n.-1• 

\bt uohiDI• aann u4 .... e1o•" Wa •..U. •• •• ole ... tbia 

afttJMGD abo •• - &ll4 lao ... •017 •st•• te 1ft tbia MNn • tbo 

•• ••Jtr" ••• or• •• all •na...U•• Ill t•r 'p ... *• ._. 
at10llllelr tree. I •*" 11bftll• Jao W 11.-a ••••• o,.•• to 

tol'lllP auttn• •4 bo r.,u• ao, aotpt \o 1:GD1ss 11ben \!a• bad 

n•dtq 1D1tnott•• rr- 1a1a w _, n•uac ., uo to •• ra-4. 

!blir 1.11\aUoa ... to •* .._._ to ..U norU., tor r .... oll .. _, 

n hl ... lN •4 111. Bo 1aa4 ..... •• .. U. a lUUo 11bllo ... 

1M 11114ernoo4 tr. ll1a \bat oal7 •boll' 10,000,000 treau had tb&lllet 

b••• 111 \ho Loa41D aarltn. 

I ottore4 our oernooo tor •r•M•U•• tor Jalo aeOOIID' Ill 

\bh outrn llld Cadpel npU .. t1ad bo tlill&ld -~· laavanl&lll 

hlu 111 \ho ._, 1 .. u. .. 1lbd •••" eu W told •• ~ lao& 

Utbt, Datl7, ... ,, 111 !ala opt•••• Uao •t.• ~deb' •• l'lpo fer a 

... eoaUuoo ,..,.,.., 1a ,..,.. 11 •• • Uao 80aialino, II'M1aal 

IOaialhh 1Dd .... ot ~· panloo M tllo ftald, ._. •• • tllo .-

~"•· Cutpol ..... M III'M wltlt •h altt p ho *" .. , 
10\billC, ot oouu, ... u.-1fto1T OliN ......... . 

!-.now )Jd., ld..,.IIT• all •=•• ·Ia Part• wlll " elo•• 
..,_., 10 tho' Uta hlao trrl41 ...,. a ••net••• .,.U of • tD 10 

...... 
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GROUP t!EETING (SECRETARY ABSENT) 
IN R. lo!AGILL 1 S OFFI CE 

January 14, 19)8 
9:20 a .m. 

Present: 

~gill : 

aylor: 

&gill: 

leylor : 

:I& gill: 

taylor: 

!lr. !Jag ill 
Ltr . Taylor 
Mr . Bell 
Ltr . Lochhead 
Mr. Opper 
Mr . Gibbons 
r.lr. McReynolds 
l.lr . Upham 
lolr. Gaston 

Has anyone talked to the Secretary since he left? 

Yes . -

Have you? Anything on his mind particularly? 

uell. , be \las very annoyed to find out that the 
French were in trouble 11gain . That was the OnlY 
thing I talked to him about. I•ve got a call in 
for him now to tell him that the boys fell, and •• . • 

llouldn 1 t they .mow t hat down at Sea Island? 

Well, not necessaril y. 

(Phone rings) 

(On phone) Hello. Yas . Hello . Good 
morning, Henry . No, but you're 1n Ros 1 s office. 
Cabinet fell as predicted. Tne cabinet fell in 
France . - No, app~rently Just a minor bruise. 
'"hey •re out now t r ying to form a new cabinet. It 
l ooKs like Herriot at the minute . Be 's agains t 
it, as I understood lt . Now, this is an attempt to 
form a government a little more to the Right ~nd on 
b straight poyular national emer gency basis. The 
banks aren ' t quoting - aren't doing any business 
over there, but the stock e xchange is open. There's 
a nominal quotation in London at about last night's 
close . - No . - No. VIa tchful waiting . 1'/e 1 ve 
got all the troops here, if you went to converse with 
aQy of them. - ~ll right. (Motions for Gaston to 
come to phone) Coming right up. 

(On phone) Hello . Good morning. How are you? 
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Bell: 

Gut~n : 

liell : 

Gast on: 

:.:ti~Hl : 

Bell : 

-2-

- Good . Ub-buh. 
~es, be is . Oh-buh. 

Oh, is thet so? 
Yes . - Yes . 

Dan, come here a minute . On that question - he 
said - he asked t o have that l anguage cut out 
that he opposed all subs~dies . 

He has to have it cut out? 

You .• ant to taL! t o hi.JD f or a moment? 

. 134 

(On phone) Hello . Yes . Yes . 
tne discussion, but I don ' t Anow wh~t 
was agreed upon at toe conference . 
i n, huh? 

I remember 
it was tha t 

I t was left 

flas tha t quoted this morning? 

Yes . 

I t' s her e on the front page of the ~imes . 

(On phone) I see . Uh-huJL I remaaber the 
discussion in your office , and you agreed to certain 
changes , but I don ' t remember the det a ils . Don ' t 
«now whether we 've got a r ecord of it or not . I 
remember you saying somet hing like tha t . Well, 
l don 1 t either. I don 1 t lmort whether this comes from 
the record or «het her it comes from Taber's speech. 
Taber made ~uite a speech, I understand . - Yes . -
Yes . nsked rrsy removal . uell , tllat I wa s under 
the influence or t he Tr easury too much aod that the 
President ougat to huve a r egular Director. Not so 
much against me as it w&s against t he policy of having 
an Acting Director Lnd hLving a subordinate in the 
Treasury in th e job. Well , t ha t ' s to be expected 
from a fellow like him . - Yes . - Yes . Well, we ' ll 
look at the printed hearings . Yes, we ' ll do tha t 
today . Yes , sir . Well, I'll s end i t orr · 
today . 

~Continuing on phone) You di d what? Well, it 
isn' t exactly a veto provision, but it ' s a - i t ' s 
much broader taan a ve t o ; it ' s authority to reduce 
appropriation items , which is much br oader. - No, 
not exactly , but it operates on toe same principle 
as the ' 33 reorganization rowers . It goes to Congress 
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Bell : 

Ta:~lor: 

eell : 

hell: 

!!&gill: 

13-- ,) 

-3-

and lies there s ixty days. Really ••• Huh? 
Yes, Woodrum put that in. He put it in, yes. 

Yes, went tnrough the House . Why , it's very good. 
- I think they're attacking him on the outsi de - I 

mean outside of the House chombers , and he was a l i ttle 
worried yesterday; I t alked to him. Well , they 
t hought tha t be slipped something over . I guess ther e 
~es only a handful on the f loor at the time the vote 
was t aken, and of cours e thot wa s their f aul t, not his. 

{Continuing on phone) Yes . ~a-huh . Yes , 
thbt was a good r eport, and I t hink the Treasury 
bill also is pr e tty good . I don ' t t hink it hurt 
the Tr easury much. look out some of the l arger 
items , which we ' ll probabl y have to s ubmit supple­
mental on next yea r. lhey 've s tuck pretty well to 
the budget . '.'/ell, I - Mac is here and he ' s been 
over i t , I guess . I heven• t - only thing I saw 
is last night 1 s paper. ilell, I had a date her e 
this morning at t en o ' cl ock, so I came down. • 11 
r ight, 1 111 do tha t . Fine . 

Wher e 1 s Wayne? Ar e you s t ill s elling seven million 
dol l e r s a day Baby Bonds? 

~hey 1 ve dr opped t o ur ound three and a half •••• 

What? 

a day . Jus t thf t one big day, end l est t wo 
uays have been under f our mi lli on . 

&or the t~o days? 

No, ea ch day. 

(On phone) 
under four 

Vlho else? 

He said the 1ast two days have been just 
million. - 11 right, that's a lot . 
( Points to ~lag.Lll) 

(On phone) Good morning. - Well, well, I see the 
Fr ench crisis leaves you undist urbed , still fluent. 
Well , the hea rings a r e goi ne to s te.rt apparently 
tomorrow ins tead of t oday. Positively Uonday . 
On t he btll. Got the r eport done, and it will be 
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'ell : 
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published and available this mor ning . ~ell, 
I had Cy tell them tha t, but they wouldn ' t believe 
him. Yes, sir . 

(Continuing on 
the President? 
right now. 

phone) The beacon? Yes . Ask 
Ask lloReynolds. I'll a sk bim 

t!ow about the beacon on t he President's church, 
Mac? Ha ve y~u made good on it? 

Be' s a lready a ppointed. 

(On pnone) Oh, it's deacon instead of beacon. I 
tnougat tnis was a beacon . But this is a deacon. 

ae•s already appointed. 

(On phone) Mac says he's already appointed. I 
think he was until I spoke to ~ac, but Mac says 
appointed . All right . Yes . Yes. 
right. Yes , all right, I• ll tell him that . 
give tha t strai~ht to him . 

l:lo~. about Senator Wagner 1 s boy friend? 

don't 
he 1 s 
All 
I'll 

.lcR: k!e isn't ready yet, Be won 1 t be down here for a 
couple weeks yet. 

;:Lgill: 

:lcR: 

llugi ll : 

(On pnone) llac says he's not ready yet, Non't 
be down for a couple weeks . .illl right . 
;,ell, I'm glad you • re l<eeping your punch; you 1 re 
setting it, a nyway. That ' s good . Full of personnel 
ma tters . I say you' re full of personnel matters 
a nd French . I don't Know of anything else. 

Anybody else went t o t alk t o him? 

Yes, I ~ant to talk to him. 

(On phone) They sit very quietly, except M~c ; he says 
he wants - he ' s got a couple words . - Good luck to 
you, Henry. 

(On phone) Bello, llr. Secretary. - How ere you 
feeling? - Swell. - On t hose - those two 
appointments t o tha t review board ; I bEd the boy -
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the President's man over here yesterday • ••• 
(portion here dro1·tned out by buzz of conversation 
in room) •.••••••• O. K. , yes, I'll do that . 
On the Wagner man1 Wagner himself called up and 
said that he didn t want t o come down until the 
20th or 21st . So tha t' s up to them. But we 're 
not holding back . '•lell , Lonigan s ays she's 
starting this evening, and she ' s got the line-up 
s traight . All r ight . 

Her bert, the boss wants t o know whether Arthur 
~roc~ is still good . 

Yes , no disturbance a t all . 

~eR : (On phone) He saia he 1 s still good, s till a good 
boy . 

l.lag1ll : 

'JcK: 

:.!!.gill : 

Boss says he doesn' t bel ieve i t. 

(On phone) You wa nt to t alk to anybody else? 

(To Opera tor) Hello? The boss wants Chauncey . 

Mac , you got a nything? 

I received this notice from you. 

Ele sure you get that beacon on the church . You got 
t his thing? 

llcR: Yes, he told me about it. I saw you a lready had 
t.ritten it down • 

llcR: 

b.gil t : 

. iell, I .guess that's all, isn ' t it? 

·Yill you {MeR) check up with Harold on t he react i on 
to that Los Angeles memorandum of his? 

Well, he said he wanted to talk to me again after 
he talked again to the Commissi oner. But he had 
a hundred percent concurrence on the part of el l the 
other boy s involved . 

Good. 

No 4uestion about it. 
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~agill : 

Wogill : 
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I'M glad he shut it up as a r egional affair. Did 
you see his memorandum? 

He talked to what' s-his-name over there, the head 
of the technical staff - Marrs - Charley Russell, 
and Bill Sherwood, and all three of them sald they 
were enthusiasti c about it, really sold on it. 

Looks as if maybe if we keep pushing a t this rock 
we ' ll get somewhere. 

Yes, I think so. 
getting the boys 
it that way than 

Oh yes . 

I think he's done a good job on 
lined up. Very much better to do 
t o have to force it on them. 

So you 're not going to start your hearings today? 

Not until tomorrow morning, I guess . 

Regraded Unclassified



. .. 

1anuary 1~, 193$ 

To: Secretary lolorpntbau 

,_, lolr. )(&gill 

Ro: Cabinet ~etillg , J'ridg, 1anuarz 1~, 193t 

Pruent: The President , Vice President , and all ..,mbere or 

the Cabinet exoept Secretary l!orgentbau and Secretary Roper, 

repruented by Meaara. J.:a&ill and Draper . 

The President aa14 tbat he bad just told hie praaa conference 

lbat public utility holding compeniea should be aboliebed; and in an.ewer 

to a question regarding industrial holding caapeniee , that be felt the 

eue w y about thea. The pq'ml~l objection tbat he cited •• control 

troc1 the larger centers ot CCIIlpall eT"doing buabwas in ....Uer caaunttiee, 

He cited tile l!llr ine IUdland Ballk aa an illustration. The Vice Preaident 

adlled that additiooal difficulty •• tbat the directora frequently did 

not direct . 

The Preaident aaid that the Ickes and 1ackaon apaachu bad been 

10ry uaeful in bringing industrial exacutiwa to conference with him and 

In putting them 1.n the proper frame ot mind, Be bad pointed out to them 

tho fact that this adminiatrntion naeded oontideDCe and support in ita 

objocUTOs as ta10h as buaineaa axeoutiwa meded confidence and aupport. 

!f8 had pointed out that crop control and .,..pa and hours legiolation 

would be very beneficial to buainua, In his conter<~nca with Mr. Sloan 

and ot bers, tor oX&Illple , he bad cited tho ••sure a adopted by a ~and dUke 

1D C.relt.IIJ' in 1700 tor tha benefit of the people in the Black Foreat . 

'i'bo tuentlal ele•nh were to ,..t aelde a ...U piece of lend in the 

"tOlley t nr each family to raiae ita 01111 baptebles , eto; and to elf.Ploy 

one C\lt or each tour m&mbera ot a tally in the o0111l1unal forest during 

lba winter. A.s a result the Black For<~at bad been tran.efo,...d into an 

eccaQ11cally aucceaarul area . 'l'ba President thought sim1lar treat•nt 

!>ighl be adopted for tba 3 ,000 ,000 'tlbites lh1.ng in th8 Appalachian 

llountetne. Mr. Sloan bad listened to h1m With hio mouth open and aaid 

be bed MTilr heard of aucb a thing, Tha President thought tbat the 

lllduatr!al leadara or the country medad to go to kindergarten. He 

\bought t hat they wo.tld go alona, with the adaioiatration except on tbe 

m jor issue or dacentralizat!on of control of industry and on that point 

It 110uld be neceasary to go to bat in a def1nite cue through tbe Depart­

CI8nt or 1ust1ae. 

Tha Attoroez General reported on his conference with the St11te 

!leJ;Utooent respecting the 1apanese crab aD4 almon tiabem-n ott tbo 

.Uun11 Coast . Ill reported that a Prellidenti&l ProcU.tion torbiddins 

tho uoe or tbeae • tere by the Japanese would be contrarz to establiabed 

)II"Ocodonta of international law &D4 would, therefore • be apt to l ead to 

an 1nt.orr.,t1onal arbitration 1J:> which we would be unsuocuatul. The 

~Iiden~ • • strongly diaaatbfiad wHh thla ooncluaion , euggaatillg 
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thlot intel'll&tiOD&l law aboul4 'be br01141bt up to data . Tbere _. a 

s-ur&! d1acuaa1on or alternatin .POadb111t1 .. , Tile President 

wueoted, in JIUUOul&r, the JIU .... ot l.ep.laiion ~1UJI& iha 

111~torr llabita or oraba an4 -~- and torbiddln& a117 tiahln& b:r 

olll' 011!1 or other D&iiOD&la within a li.De 4ra'IID 1'l-ca the .U.Utlall 

Ille.ocla to 111D1l&llo 

The President 8118P&te4 the deairabU1t7 ot a Red Croea 

c&::ll'&iP ror 110ne7 tor the reUat ot oh1.11U Ohiu•• Mr. Hull 

add that ha t hought .au 11111thod mJ.ght 'be llr1'8.Jl61d but it ~d Dead 

t o lMI da>e oaretully. 

Tbs Attorne 7 Ge~~eral oalled the Prea14&nt• a attention to two 

.. nat o 1>1lle. ODe to .Prortde •~ eighteen addiUOD&l. 4htri ot and 

circuit cour t or appaala juat1oea an4 the other to prO'fide tar an 

albWstrat1 n otrioe UD4ar t he dlreoiion at the Ohiat 1uat1oe to 

...,. the dockets, oalendara and other acllliJI1atrau ... attalra ot the 

1odaral Courta • 

Secretary S.Z.aon •1168'&ted that it might be well to parmlt 

tha paasap or t he Dll'ftl bill prortdlJI&, -one otber thlJI&a, tor two 

l».Uleahips a nd than later to au tor two a dditional 'bettluhipe. 

Secretaey Hull aaid that since Fre.noe and Ruaaia are •• ooatpletel7 

pot.ont 1D 1nternet1olllll attalra aa 1t they were in the center or tbe 

earth and onl7 Great Britain am ourael"a are lett with U7 power , 

tba t international bandiir)' ou oaJ.:r 'be prewnte4 1t we a ppear to be 

ocquiring addit10111ll naftl strength an4 bo thought it _. '1'81'7 

llapcrtant t o s t art work on a total or tour 'battleship• at onoe . Bo 

• • aeco.nded b:r the Poa-ater General , who aaid he thoueht the 

CC>.IDtr)' would ta'YQl' t h la cour... '1'ha Preeidant then aa14 that all 

ajor a dftDOea in ... apona or ..rtara bad been pro.J1088d an4 dewlopad 

by ah1l1ana . Genarall:r our 'battleships are a r-ar or ao 'behind D&-.al 

4eftlOPDeDt s in otbar parte or the world and he thought atepa should 

ba taken t o inaura that thle t~ w build ~ 11D1q1111 and ~~ore power­

tul typo or batt leship, Seoretar:r Woo4r1D& eeoonded the Preaident' • 

obaerva t iona reg11.rcUq cirtl1ana b:r .POintln& out thllt Aooeriou bcabera 

wre two yoara ahead or the reat or the world, but onl7 'beca .... 

ch111ana had been in ohar• ot t~ dewlo~nto 

Seoretarr 'lit.llaoe aatd the term bill ae t..ProYlll&• The 

Prelidont awd .mat it would do to hia pooltetboolt 11114 S.cretarJ 

• u.ce repl ied • DOthlJI& Mrioua aa )'8t•. '1'ha Prea1411Dt aaid tbU 

ba 'lll)uld wto a bill tor t;;o alllion tor Mad 1-, a1Dce thal'8 •• 

no need t<~r ao much mona:r. The V1oe Prea141tnt additd the\ 1t ~4 be 

cheaper tor t he Uni tad Stat•• to buJ the State or Borth Dakota and 

conart it into a perk rather than ape1ld ao ~ IIODitJ on Med loana 

and other agric ultural re11ar. 

S.oretaey I'Wrk1Da re.POrtad that 1o1m l'reJ, rollowina a trip 

\o h&land, bad sr-411&11¥ - aro1111d to 811PJ10ri .-ge and holll'• 

lesielatiCD, She aleo -J~Mai•d the Ia~ or preuura b:r iM 

.:.4J 
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.-a!atr-tiOll (l.a JU'Unlar Att-J OU.Nl 0 .... u4 l'Wt­
-·~1' O.•Nl J'uJ.r) to Jlft_, tM •-•Uw -u ~ .. 
1.. r. of L. trca o:q~ellill& * o.x.o. a\ ito lls-1 _,111& ca 
1uVIU'f 2lkllo 

Viae Pru14eat Oa1'llll1' a14 * elt•UOil Oil \be aut-!JMII­
IDI 'bUl •• bt.4 aad tM oD4 ta 110\ ,., l.a oleht. S..re\U'r Pftltl.aa 
.,._.~4 tbat tile bill be v.Ae4 ott tor -..• u4 llaara lectala­
u011, Tile Vloe Prea14eat •14 tMt 'lila •• eaUrelJ illprUUoal, 
portioularlJ aiaco tba »groe• ot \be -'11, do or 90 :pol'OOat ot 
l!loa •re aow ou.ppartlD& tM ~raUo l'U\7 naaNad tllb bill u 
uMntlll legialattca. 

' 

141 
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J a nuary 14 , 1938 

(Dict ated J anuary 15, 1938) 

142 

The SecrPt ary called Lochhead at 7:45 o. m. 
And Lochhead infor med him that there had been considerable 
strPnet h in the Gover nment bond marke t in the last t wo 
dr.yo . 

The Federal Reserve Bank of Ne~ York had strongly 
rtcc-nPnded the executi on of orders on ~~nd for saJe of 
bor.•s ror the Postal Savir~s and the Civil Service Retlre-
ent Fund. Lochhead infor med the Secretary t~~t on both 

"nuraday and Friday we had sold $1,000,000 worth of bonds 
tor ench of these accounts. The Secretary recarked that 
1 t w11a his i ntention and ins tructi ons that "e sell only a 
·otAl of ~1,000 ,000 in any one day . Lochhead explai ned 
tl~t these sale~ had been made on the supposition that 
thPr~ could be 91 ,000 ,000 sold f rom each account in any 
one dsy , but t he Secretary repeated that he only wished 
a totul of $1 ,000 ,000 sold 1n any one day and these orders 
wer~ not cumulative . 

Lochhead explained that he had been under great 
pressure from the Federal regarding the sale of these bonds 
r.nd th .. t l.!r . Burgess had called up Ur. Bell and endeavored 
tc. i>,.. ve him change the instructions to allow them to sell 
l•r:Pr a~ounts a t their d iscretion. The Secretary ex­
pr~s·ed eur!)rise that Hr . Bur gess had called lir . Bell i n­
s~.ee' oi !.!r. Taylor and said t hat he wished to SPread out 
t..,.se sales so that we would be in the market up until the 
=l'dle or l~ch and that 1f t he Federal Reserve wished t o 
&ell any larrer ~~ounts or bonds , it is up to them to do so 
f~o :~eir own portfolio. 
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p.AJWIIIRAII Or ULJDJWI UO:IrRD 

ntOK: !Mrioan laba .. y, Parh, rranoe 

D.t.'fl: January 14, 1938, 10 a.a. 

JO.: '71 

RUSH 

J'ROK COOIIJtU. 

!43 

TeeUrday noon at the clo• of the Cabinet aeeUq 

rrenoh control repreaentathea were called 1n for dieouae1011. 

so .. membera of the Cabinet a4Yanced the idea that the 

BOII.l'ae abould be o1oaed and all dMliqa on tilt Parh ex­

chnge atopped at oDCe, which idea waa oppoaed by t he 

control representathea. 'l'heae repreaentati•ea alao 

reccaended that foreisn centera ahould not be aalted to 

take any stepa at the preeent. 

This JDOrniq at 5:20 I had a telephone call tr011 my 

off1o1al friend in regard to the fall of the Gavernaent. 

He told ae that at 8: 30 t his morning a aeeting was to be 

held at the Bllllt of rranoe to decide on the day's bank 

and exchange progTaa. He told me at 10 o1 oloolt that an 

ctUoial requeet ha4 been .a4e by the Benlt of France of 

the Parh banlta to r.tra1n today tr011 fore1p excb&nge 

operations. 1o far, he ea14, foreip scwer•enta or 

central banta bad not been aalte4 to reatriot trano opera­

tiona on tue aarlteta in their oountriaa. .t.t the tiae I 

t&llted With hia he aa14 that the quuUon aa to whether 

the Bour ae would be ope tocl&y ba4 ~t beea aetUe4. 

I ha•e reoei•ed oonfir•Uoa trOll Par1e-.t..er1oan banlta that 

they 
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ner bad reoein4 the a'boYe requen 11'011 the Bau.t of 

rranoe aul tbat they are DO' nteriJII into &IQ' operatione 

in fore1p exchange. On the opentna of the London market 

~h• franc wae quote4 at ltsS. 

14~ 

Teeterday the control had to take gold fro• the Bank of 

rranoe. Ky friend belie.ee that if a perzaent co••• in 

whioh 1nsp1ree conf1dnce, the technical po.t Uon of the 

aa.rket 1e suoh tha' there .tght be enough early repatriation 

of oapi tal to a•cid the &boTe •nUone4 go 14 loee of the 

BanJc of France appearing in the next etateaent to be ieeue4. 

BULLl!'l'. 

EA.:tn 
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SEcretary of StatE 1 

Washington. 

RUSE 

• 

GRAY 

London 

DatEd January 141 1938 

REc ' d 10:40 a . m. 

.... -
PO:t 'nEASURY FROll BtlTTEi'l\"IORTH 

~t e mEEting at thE British TrEasury this morning 

Phillips b E:a;an by sUJnMarizina the franc movEmEnts of 

ycstcrt::~y and statE;d that thE Bank of England ' s EstimatE 

Of French GOld loss es for thE day amounted to SOlliE tEn 

million pounds . Phillips thEn referrEd to a tickEr re­

port t :Jnt LEbrun will ask Daladicr to form a governmEnt 

and that t~ lattEr will attempt t o create a purEly 

radical ;:U.nistry with th£ EXCEption of om: or two tru:mbErs 

of t:~c CEntral groupe such o.s ilEynaud who will bE offered 

t!le liin:.stry of Finane:: . T~ report also mEntionEd that 

t:tc Bar•.!: of Franc e: had requEs t ed French financial in­

at~tutions to cEase f 'ro.nc transac\:ions involv~ foreign 

txebangE and that thE Br itish and Amcrico.n Governments 

bad a:;rEed to sus p<:nd franc clcalif1Gs in Nt:w York and 

London. Phil lips so.1d that no such suspension had bccn 

IIUthor~;cd in London, that ino.smuch o.s there was no 

lcg:ll. 
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• z,. ;'}31, .ranuc.ry 14, 1 p .m. from London 

legal vnlidity to thE: Bn.llk ot FrancE ' s notion which. in 

his opinion pr obo.bl7 would not bE tully co.rriEd out, the 
(ho.d?) 

British ~uthorit1Es ~ no grounds for terminating f'r~c 

dealings . HE went on to say tho.t in point of fo.ct th£ 

franc ro.tt now prcvo.111ng in London wo.s o.bout 150 due 

to covering by bto.rs who tmrEd the imposition of Ex-

changE controls. 

Phillips so.id tho.t hE: wo.s o.f'rnid his prEvious gloom;r 

predictions were now o.bout to be rEo.lizcd but that thcrc 

was nothing to do until it could be sccn who.t was to be 

Expected in thc wo.y of o. ncw French Oovcrnmcnt . ThE 

situation uo.s o.s w£ ~ discussed it in Wo.shington last 

o.utumn -- either thc franc would bc turthcr dcprEoio.tcd 

or txchangc control would have to bc triEd. In his 

opinion Excho.Jl8E control would crco.tc "o. hEll of o. mcss" J 
(this?) 

I 

aside cvcn f r om their in jurious Effccts , in thE co.sc .ob- ~ 

viously thcy would prove o.dministro.tivcly unworko.blt . ~ 

Phillips so.id tho.t unfortunatEly RowE Dutton, British 

Financial Atto.chc at Paris, '17as noo on lco.vc 1n London 

and I agrEed to pass on any information I obtained tran 

Ccchra.n by tEl£phonc . 

JOffilSON 

CSB 
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Secretary of Stat£, 

\'lashing ton. 

34, January 14, 7 p. m. 

GRAY 

London 

DatEd January 14, 1938 

Rtc ' d 3:35 p .m. 

FC TREASURY FROM BOTTEar:ORTH 

One . The volUI!IE of trading in francs has bEEn 

fairly ~a~gE today and as rEportEd in my 31, January 

14, l p.m. bear covering has lent substantial support 

but at timts th£ control optrating through privatE 

banks :111s also suppliEd support . The rate closed at 

about 150, 

Tuo, 11ith reference to the first paragraph my 

813 DccEnbtr 30, 5 p. m. confidentially informEd that 

Bank of England has cir culari zEd thE pertinent city 

institutions rEqu£sting that no new ortdits be grantEd 

Germany until further not i ce . 

Tnrt£ . Today' s London financial prEss carric a f'Ull 

account of Secretary Morgtntbau' s statement to thE ffaya 

and Means Subccmm1ttt£ . 

Four. ThE OhanoEllar of thE Exchequer made a 

147 

speech l ast EvEning bEforE thE SwansEa Chamber of Commero£ 

•~1oh containEd no particular s tatements worthy of notE, 

but 
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-2- NO • 31!, , January 14, 7 p . m. f'l'om London 

bUt, as t~ TII.IES puts it --"its value is that it 

reveals t~E Bl'i tish Govel'1'1111Cllt is tully alive to thE 

ioportancE of helping to ~aisE pricEs to a rEasonably 

rrmunt;.•ativr lrv£1 and of maintaining them o.t that 

lrvtl 11itllout thE bewildEring fluotuo.tions so de­

structivE to oonfidtnc£ o.nd so do.maging to Employment" . 

JOHNSOll 

CSB 
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pJJU,PIIRAP OF TKLI4Wl UOJ:IVID 

JROM: .Aaer1o&D Dlba .. y, Par11, J'ruoe 

DA!I: January U, 19:58, 5 p.11. 

10. : 78 

RUSH FROK CO~ 

149 

J.t 4:30 th1e afternoon I talked with Rueff when 

notbing definite ragardi.Dg a new goYernaent ne mown. 

Rueff said he waa pleaeed that 1n Lon4on tile franc had 

been fi r• toda)'J the French control had abeolutely not 

inie"ened on that -.rket. Another t hing which pleaeed 

hla ne t .hat the Parie eeour1t1ee aarket which functioned 

today ae usual wltneeeed reooTery 1n J'renoh eharee and 

rentea. The Parle exchange market he 1na1ete ahould 

r eopen on Monday, att er the no:r111a.l bank and ~~~&rket holidaye 

Saturday and 8unda.y, 1rre~eot1 Te of the poll t1oal ai tua­

Uon and, he •surely hoped• , w1 thout any r eatrictione on 

e.tchange. 

It 1e the op111.1on of Pa.r1e-Aaer1oan b&nkere that the 

steadiness of the franc at London today wae beoause eo .. 

people who require franoe for Monday had done abort ooYer-

1ng. I wu told by Morgan partner that he belinee aany 

bueinese people in J'raACe will b ring tunde back at au earl y 

date if a. goYernaent tree fro• extreae Left influence will 

g1Te th• real enoourag•ent. Howner, he and llY other 

banking contaote realise that the pol1t1oal eitu&tion, wi~ 
the 

Regraded Unclassified



1:0 
- a-

tile labor ~lloaUODe, •Y ake it 18poedble 'l:o fora 

a Cabinet includiq oODf14enoe-1aep1r1q aen, fto. 'l:he 

oapita11et nand.po1a'l:, who would h&Ye a •jor1'1:y Yoh. Oil 

alight enoouragaen'l: there atgb'l: be eoae buyillg baolt of 

france very qu.ioltly, bu'l: 'l:here would be no eue'l:a1De4 re­

patriation of capUal, aDd only further general dehriora'l:ioa 

of France• e f 1Danoee, unleee 'I: he Oovernaea'l: which co••• 1D 

allow• tlla'l: it 1a really able to bring abcnn a tundaaen'l:al 

ch&nge in the Oo•enaen'l:. 

I am told by -rlte'l: con'l:aoh 'l:llat 'l:here are current 

all lltonner of ruaore about excllaage con'l:rol, with rate of 

36 to the dollar, requh1 ttoa of foreign balances, embargo 

on gold, and eo on. 

BULLift. 

1.\:LII 
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Secretary of State , 

1/ashington. 

35, January 15, l p.m. 

GRAY 

London 

Dated January 15, 1938 

Rec ' d 8: 50 a .m. 

FOR TRU\SURY FRO!! B'JTT ER:"ICRTH • . . 
!lon-voluJ"I tar'T b car covering continues and t he British 

control operating 1n b ehalf of the Fr ench authorities 

conti nu Es t o hold the fr anc at t h E squtczE r at E of 149 . 

ThE volume of trading i s qui tE soall , 

JOHliSOll 

JLS:KLP 
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P'COCRAL MSERVR: .AHK 
~NEW YORK 

CORRESPONDENCE 

/' ~ / 
.- 'l. r..,. ~"' 

152 

D ATF lMPI'fJ' 111 11., 

SUBJIC:T l f&P C'J C!OI'"Iftl., __ _ 

L· 1. tnolre ma •MI or n••CII. __ _ 

~. Carlpel oellet n UaO'f \o._, ell a814 bow \IWIII 

,.,. 1.11 our tree aann. I M14 ~ tha' llll4er b.11 or4er, ap te 

u o•elook, •• hall 1014 1,000,000 hw:lo1 a\ Ill 1/1 ed \!Ia\, •• 

ru aa I miW, \h11 wa1 \he ODl7 _.., ot t._ •• \ha\ ba4 obeaclll 

heDcle 1.11 \hia autlft thll •l"'l1DD· Canpel apla1at4 \he\ he hall 

callt4 111 beOIUII ~I 1a Lollcloa ha4 DO\ \b.ll -l"'liq COlli -­

aetlt u th.,- -••• \h.,- bad \o 11117 aboln 401 0001 000 hw:IOI •• 

ht waa anziaul \o lalow bow \11.1q1 WIJ'I here, I laqai:rlll .tlnhe:r, 

1J1 CUI triiiiCI tumid 1a \hia alftn, ht 11Hld ft!U we\ 1ll \ 0 buT 

tr11101 llld CIJ'i&Utl IDIWerld 1.D \hi att1naU1'1o I allo 1aqu1rld 

whether, 1n •••• we toad ou\ \ha\ otter• 1D \hi a aartcn ortclaa\14 

trot hlllct, he -•Ill u1, 1a 1'1- ot \he riCIUt-' aadt b)' 'h' 8.-k 

of hlllet to the lreoh belli ao\ w .... .,, 111 biDe operaUoaa, to 

re1'1l11 to tate trao1 111 .... , .titre we lmiW \ he 11ll1r ,., a beak 

1D h~nct. Car1J1lel :repUid \ha\ U 41d aot aa\ter a creat deal it 

11t toolt auch otter• Wl111a, Da\U'&ll.7, th.,- wne 1D laJ'II .owah. 

1n thlt cue, he woul4 lJ.ke at \o uae our Judple\. 

I 1D.Urld wt1a \he lnen D•• were ad wld hill the\ ao­

eordlJic to a oabll oa ~ '-* ree11YI4 hll'l 1a \he ..n• ln. • 

London -•rcial bell, .__. ball ta11e4 1a hil attvrh \o fora a 

oabilltt and tha' aan... ,.. aow *171lla· eartpal 41d ao\ aow allola* 

\hi•, lilted •• \o bol4 oa tor a -•• aDd tb• ••• baok \o MJ •• 

•ttordiq \o tba!:r la*'" s.atonaUoa JloiiDn waa -'lll ooa\1ml1Dc b.11 

lfforta aod \ha the pnqlftl WU'I fa1:rlT 1eot. 

I ......... ._. 1t hi ._, .. \o ... 1a W.lh wUh ae ---Regraded Unclassified
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rnA·I'-'" CORRESPONDENCE 
moll 

DAn l 1 2;J 111 ''Me 
cat sat• 

-.. 
- .., ----

CU111111 ..Ue4 11a1a· • .-... UaiD ,. a. •• -*ell 

••~tr we hall doae ~ •n ill tlae Daftft. I W4 Ida taaa• 

Ult to\al told •• •••10•000 trea•• u tellont 

1,000,000 to the laU•al CUJ' a-Ir 

mo,ooo •• the •.a•• t.-n c u 1 

uo,ooo w til• 1rr1111 t..an c.p.,. 
100,000 to the ftrn laU•al B.alr of aon.. 
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rROih .AaerlO&D ••••7 • Pula• J'I'&DOe 

Dataa l&DUA%)' 115• 1938• aon 

Jo.; 81 

JJtCil OOOJIItQ • 

154 

Teaterday nan1ag at a quotation of 1150 the Jrenoll 

control ga1De4 a 11tUe atarl1Jls ill Londoa. 'l'h1a IIOI'D1DC 

up t o 11: :!0 t he control had done praoUoally no'th1ag OD 

the quiet London •rket. On that urket abort ocwar1nc 

operati on• oont1aue4 for a while , the rate ~arytns 

between 149 and 153 l / 3. .U the preaent t 1ae U 1a too 

early t o .Ue uy deo1a1cma about 'exohanse tra41DS for 

Monday einoa the rrenoh ha~e not yet aattle4 the queatioa 

of a goyernaent • 

.U 13 noca I 11&4 a talk with Rueff; he can Olll)' oOD­

!ira the abo'fe 1nfor.aUcm fo:r t he preeent. 

I aa tol4 b)' banltere that einoe half-paet elenn thia 

been purohaaing eoae f:raaoa at a quotation of 149. 

BULLift. 

u:unr 
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OI'PICIE M 

THK H CitCTARYOtr TK• TR&AaUIItY 

January 15, 1938 

Ri bbon copi es of the attached 
memo of J anuary 15 , 1938 were s ent 
to t-ho following today: 

The President 

Tho Secretary of State 

155 

The Secretary of \'lor , 
Attention, Col. Strong 

(G-2) 

Let t ers of t ransmittal were dated 
1/15/Jd a nd were s i gned by loayne C. 
Taylor, as Acti ng Secretary of the 
7reasury , i n the Secret ary ' s absence . 

Regraded Unclassified



• 

.. 
-

' 
TREASURY DEPARTMENT 

INnR OPI'Ica COMMUN ic:AnoN 

Secretary Uorgenthau 

Preo~red by Mr. Whi te 

156 

...... Je.n\lllry 15, 1938 

Subject : Current trade with Japan and China 

United States trade with Jaoan during December 1937. !/ 

{1) United States exports t o Jaoan. 

United States exoorte to Jeoan in December 
1937 were ll percent lese than during Noveaber 
193Z

6
, and apProximately the eaMe as in Deceober 

193 . 

illi !ili 
December $16 , 14o. 000 $16,433,000 
November 18,133,000 24,100,000 
October 20, 129,000 26,66a,ooo 

Seotember l6,g42,ooo 21,328,000 
August 24,643,000 10,764,000 
July 26,509,000 11,975,000 

Sxcludi 
to Jaoan in ecem er were a out $3 ,000,000 
less than our exports during November 1937, and 
were considerably leas than the average tor the 
last slx months. 

United States exoorte to Jaoan, excluding raw 
cotton: 

illi ~ 

December $14,232 ,000 * 8,691 ,000 
November 17 , 336,000 9 . 335,000 
October Ul , 553,000 9 . 787,000 

September 15 ·W·ooo 10,552,000 
August 2~, 9 ,000 9,201,000 
Jul7 2 ,566,000 10,965 ,000 

!J Previous reoorte con r weeJUy figures onb. This 
reoort ia tor the whole month ot Deceober. 
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secretarY llorgenthau - 2 

(2) United States iarporte from Japan. 

United States imoorte f rom Japan in Deoember 
1Q37 dro~ped sharply f rom the levels of the precedi ng 
monthA, and were considerably under December 1936. 

1937 1936 

December 111,674,000 tl6, 427,000 
November 17,190, 000 15,340,000 
October 15,420, 000 15.930,000 

sentember 15,9U, OOO 16,012,000 
August 16, 297. 000 16,948,000 
July 16, 482, 000 12,187, 000 

(J) Cotton export s t o Japan i ncreaeed during December 
1937, compared with the prevloua month, but were stlll 
only a small portion of our usual exports of cotton to 
Japan. 

December 1937 
November 1937 
October 1937 
December 1936 

U. s. exports of cotton to Japan 

81,908, 000 
797,000 

1,571,000 
7.753,000 

(~) Exnorts of iron and steel ecrao t o Japan continued 
t o decline in December, colll08red with previous mont hs 
l n 1937. 

u. s. export s o f iron and steel 
scrap t o Japan 

December 1937 
Nnvember 1937 
Oct ober 1937 
September 1937 
Monthly averege, May 

t o August 1937 

• 479,000 
63),000 

1,148,000 
1,402,000 

5, 600, 000 

157 
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SecretarY llorgenthau - 3 

(5) The tollow1ng export 1tema ehow icaportant 
1noreases 1n our trade w1th Ja~an dur1ng December 
1937, compared w1 th November 1937. The valuee or 
these export commodities during December 1936 1s 
shown tor comparison. 

December November December 
151~1 151~1 151~6 

Industrial mach1neey 12, 54o ,000 $1,~7,000 11,005,000 
Cotton 1,908 ,000 97,000 7.75~,000 
Paper base atoclta 1 ,388 ,000 1,103,000 52 ,000 

Tobaoco 257,000 l4o,OOO 278,000 
food, unmanufactured 119 ,000 911. ,000 19 ,000 
Lead 101,000 63,000 Nil 

(6) The following export 1teme show important 
decreases 1n our trade with Japan during December 
1937, compared w1 th November 193'7. The value of 
these exports during December 1936 ia ehown for 
comparison . 

December November December 
151~1 151~1 151~6 

Petroleum producte $3,71j.lj. ,OOO 15.706,000 12,008,000 
Iron and eteel semi-

manufacture a 1,38~,000 1,622,000 ~0,000 
Copper 96 ,000 2,11.33.000 2,000 
Brase 3011.,000 723,000 311.,000 

H1dea and slt1na 278,000 3l2,000 11.7,000 
Fertilizer. 1311.,000 2 ~,000 108,000 
Coal-tar products 128,000 20 ,000 75.000 

(7) The decrease in our imports from Japan during 
December affected all but a few or the maJor items 
of import. 

(a) The import items showing aigniticant 
1ncreasea in trade were: 

December November 
193] 15137 

Cnemicals and related 
products $214,000 1123 ,000 

?tah meal and scrap 154,000 33.000 

December 
151-~6 

$316,000 
120,000 

15d 
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(b) The import items showing eigniticant 
decreases were: 

Raw si l k 
Cotton I!Ulnuractures 
Fish 
Pyrethrum flowers 
Silk manufactures 

::arthenware 
Rayon and manufactures 
f ool and manufactures 
Gl ass and manufactures 
Perilln oll 

December 
19'31 

$5.909,000 
858 .000 
317,000 
277.000 
252,000 

143,000 
127,000 
117, 000 
lo4, ooo 

25,000 

November December 
19}7 1936 

$8 ,943,000 $11,004,000 
1 ,130.000 l,294,ooo 

]64,000 213,000 
455 .000 77.000 
533,000 373,000 

232,000 
227,000 
227,000 
221,000 
385,000 

86,000 
332,000 

33 .000 
51,000 

Nll 

(S) or the t otal exports ot $16 ,140,000 to Japan 
during December 1937. the following items account for 
sl~oet all. The values of these items ot export in 
NovPmber 1937 and Decero'ter 1936 are shown for comparison. 

Petroleum products 
Industrial machinery 
Cotton 
Paper bRae stocks 

December 
1937 

November 
1937 

$5,706,000 
1,507 ,000 

December 
1936 

Iron & s teel semi- mfrs. 

83.744,000 
2,540,000 
1 ,908,000 
1,388,000 
1,385,000 

797, 000 
1 , 103,000 
1 ,622,000 

$2,008,000 
1,005,000 
7. 753,000 

524,000 
350,000 

Copper 
Iron and steel scrap 
Brase 
Hides and ski ns 
Tobacco 

Fert111tera 
Coal-tar products 
Ferro-alloys 
~~od . unmanufactured 
Lead 

Chemi cal specialties 
Naval stores, gums and 

ros ine 
~leotrical machinery 

and apparatus 
~ible vegetable prod. 
Nickel 
Other 
Tot al 

964,000 
479,000 
304,ooo 
278,000 
257,000 

134, 000 
128, 000 
124,000 
119,000 
101,000 

81, 000 

2, 433,000 
633,000 
723,000 
372,000 
14o.OOO 

262,000 
206,000 
170,000 
94,000 
63,000 

19, 000 

4o2,000 
289,000 
~4,000 

7,000 
278, 000 

108,000 
75.000 
90,000 
19,000 

Nll 

136,000 

76,000 92,000 299,000 

74,000 ~,000 68,000 
66,000 ,000 95,000 
43 000 59,000 23.000 

l ,94z:ooo 2 .o54.ooo 2.8JQ.ooo 
$16 ,140,000 $18 ,133,000 $16,433,000 
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(9) Of the total 1aoor te of $11 1 67~,000 f rom Japa.n 
in December 1937, the following 1tell8 account for 
almost all: 

December November December 
12~1 12~1 12~6 

Raw &1111: $5 , 909,000 $!!, 94-3, 000 t u , oo4, ooo 
Cotton manufactures 1!51!,000 1,130, 000 1,2~, 000 
Tea 509,000 535,000 2 ,ooo 
Porcelain and china-

ware 325 , 000 355, 000 129,000 

i'iab 317, 000 764-, ooo 213,000 
Paper and manufactures 300, 000 ~5,000 92,000 
Pyrethrum flowers 277 , 000 5,000 77,000 
Edible vegetable prod-

262, 000 2!!4-,ooo 296, 000 uots, except t ea 

Silk manuf actures 252, 000 533 , 000 373,000 
Chemicals and related 

:oroduote 214-,ooo 12a, ooo 316, 000 
Metals and manufactures 179, 000 23 , ooo 151,000 
f'lax, hemp, ramie and 

manufactures 163,000 157 ,000 19, 000 

Fish meal and ecrap 1~4-,ooo l~a :ggg 120, 000 
food manufactures 1 9,000 ~· 000 !:arthenware 143,000 232,000 , ooo 
Rayon and manufactures 127, 000 227,000 332, 000 

Wool and manufactures 1M, ooo 227,000 33, 000 
Glass and manufactures 1 , 000 221, 000 51,000 
Bristles 75,000 67,000 97,000 
Calllphor and oil 55, 000 90, 000 73,000 

Printed matter 39, 000 35,000 14,000 
Furs, hides, skins, 

leather & manufactures 33,000 20, 000 31!,000 
Perilla oil 25, 000 l!!i , ooo IU1 
Other 1,01!!1.000 1. 6 ,000 1. 21e.ooo 

Total $11, 674, 000 $17,190,000 116.~7 ,000 
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Trade with China in December 1937. s. 
(1) United States exports to China, Kanchuria and 
Hong Kong decr eased in December 1937 compared With 
November 1937, but are higher than our exports during 
December 1936. 

December 1937 
november 1937 
December 1936 

To North China 
and 

l.!anchuria 

To Shanghai, 
South China 

and Hong J:ong 

$5,199, 000 
6, 212,000 

Total 

$7,9~7,000 
9,702,000 
5,430,000 

(2) United States imports from China, uanchur1a and 
l!ong Kong. 

United States imports from Chi .na, Manchuria and 
Hong Kong decreased 1n December 1937 compared with 
the previous month, and were about the same as during 
December 1936. 

December 1937 
November 1937 
December 1936 

From North China 
a nd 

l.!anchuria 

From Shanghai, 
South China 

and Hong Icng Tot al 

$1, 200,000 
2,129,000 

.~ . 395,000 
~.7~9,000 

$5,595,000 
6,878,000 
5.~97,000 

(3) The principal i tems or export to China were: 

(a) To North China and Manchuria: 

16.:. 

December 1937 November 1937 

Iron and st eel semi­
cmnut'actures 

Vehl oles, parts & acces-
sortes 

Industri al machinery 
Petroleum products 

Tobacco and manufactures 
f ood, unmanufactured 
Al l other 

Total 

$1,521,000 

~5, ooo · 
266 ,000 
199,000 

96 ,000 
59,000 

162. 000 

$2,7~, 000 

$1 ,967,000 

325 ,000 
14,000 

572,000 

198, 000 
61,000 

353.000 

$3 .~90 . 000 

Regraded Unclassified



• 

162 

secretarY uorgent hau - 7 

(b) To Shanghai, South China porte and Hong Kong: 

Deoember 1937 November 1937 

Vehicles , "art s and 
~ocessories 

Petroleum products 
Iron and steel aemt-manu­

racturee 
Tobacco and msnufacture e 

Vege t able products, edi ble 
?r lnted 1111tter 

$1,229 ,000 
1 ,103,000 

615 ,000 
605,000 

Industrial machiner y 
Ch4n1cala & r e lated products 

335,000 
206 ,000 
118,000 
117,000 

~lectrical machi nery and 
appar atus 

Paper manufactures 
Firearms and anmunttton 
~ood , unmonuractured 

All other 

Total 

103 ,000 
101,000 
99 ,000 
93 ,000 

475, 000 

$5,199,000 

$1 ,354, 000 
1 , 566, 000 

762,000 
415,000 

292, 000 
237,000 
156,000 
375,000 

104,000 
79,000 

243 ,000 
75 ,000 

554 ,000 

$6 ,212,000 

(4) The orincioal i t ems or i moort from Chi na were: 

(a) From North China and lolanchurt a: 

Bristl es 
1oo1 and 1111nufacturea 
Leat her snd 1118nuracturee 
Cotton nanufsc t ures 

Fl5x, hemp & ramie and 
mnnuractures 

PerlllB oil 
AnlnPl produc t s, edible 
lUner111s , mto t ala and manu-

factures 
All other 

Totn1 

Dece11ber 1937 

417 ,000 
237,000 
107,000 

8),000 

64, 000 
57 ,000 
4, ,ooo 
30 ,000 

160,000 

$1 • 2.00. 000 

Noveober 1937 

8]9,000 
~5 .000 
163 ,000 

60,000 

52 ,000 
63 ,000 
54,000 

24 ,000 
2g9 ,000 

$2 ,129,000 
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(b) P'roa Shanghai, South China por te and 
Hong ICong. 

163 

De2!•b!r 12:11 lfonaber 12JZ 

Tung (wood) o1l 17~. 000 ·~14 , 000 
n~LX, hemp and ramie 

690,000 65g,ooo and manuraoturee 
Tin 59~,000 77 ,000 
Srietlea 289,000 210,000 

vegetable rood products , 
226,000 except t ea 170,000 

rura, leather and manu-
161,000 factures 222 ,000 

11ool and manuracturea 1l~· ooo 263,000 
Rawe1lk 1 ,000 420,000 

Tea 13g,ooo 153,000 
Cotton manutaotures 12 ,ooo 113,000 
Tungsten ore 110,000 58,000 
Metals and manuf'aoturee, 

except tin and tungsten 
ore 71, 000 3,000 

Fish 51 ,000 21,000 
Chemicals and related 

products 50,000 ~4,000 
All other zoo ,ooo 850,000 

Total 84,395,000 84,749,000 
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Januar:r 17, 1938 

9:30 aa 

(Secretary absent in Sea Island, Georgia.) 

Present: 

lLr. !.lag ill 
llr. Taylor 
Ur. Gaston 
lolr. Bell 
llr. Lochhead 
lolr. Upham 
Ur. Gibbons 
lol~ lolcAeynolds 

lolr. MeR: We have a letter over here for the 
Secretary's approval prepared by the Acting Collector of 
Internal Revenue to the Collector of Internal Revenue. 
It's on the Chemical Foundation and they have ruled that 
beonuee of the nature of the set-up the Chemical Founda­
tion is not entitled to tax exemptions. The ruling ie 
not retroactive but applies only to the 1937 return. 

llr.~q~: I don't like to have the Secretary 
approve the r~g, because it juet calla attention to 
the kind being aolll8what out of order. 

llr.K~R: I don't see whY be should approve it. 

Ur. Uagill: I don't either if it 1e no change 
in t he regulations . 

Ur. KoR: It is Just a ruling with respect to 
the exemptions 1n the law. 

164 

»r. Kagilr: And there 11 no law against Charley 
Russell or hie peep e deciding to examine some exempt case. 
As a matter of fact, they sent out questionnaires to a whole 
flock of these exempt oomoan1ea and t h1e co~d be regarded 
&a t he first fruits of tb&t effort. 

Mr. KoR• Okay. I w1ll eend 1t back to them and 
~ell t hem to dec1Ae their own oaeea. 
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Ur. ~ill: Did you eee an arti cle in t he Friday 
fime& about this Taues1g-Tugwel l - Berle conf erence? 

ur. TaSlor: Just that they had been her e ; t hat 
Tugwell had not ut Tauuig had • . 

16,.. 
- I 

Mr. Magi ll: The Seoretary ref erred to the article 
which I had not seen, and he aa1d they dhbuued some ki nd ' 
ot a five-poi nt program, that three or t our pointe or 1t 
concerned the Treasury and he had the idea that some or the 
boy a m.i ght be over here any 111nute now to get some add! tional 
information , get cooperation , etc. 

Ur. Gaston: Yea, I .saw that. 

Ur. Wasill: What Md it say? 

Mr. Gaston: 
the President; said, 
the group and t hat he 
t hough. 

I t ea1d that they were 
I believe , that Tugwell 
was t o be one or t hem. 

going t o see 
had organir.ed 

He was not, 

Mr. Magill: The Secretary referred t o it. I 
had not seen it . He said i t outlined this .five- poi nt pro­
gram and two or three pointe had to do with the Treasury -­
gol d eterili~at1on program, I think, was one , and taxati on 
•aa one, and they discussed what they were going to do wi th 
tha Federal Reserve, the public ut i lities and something else. 

Ur. Gaston: To tell the truth, I di d not read 
down into the story. 

Ur. ~ill: The bose wa.nted me to bring it up and 
he aaid , in au~ance, ' Don' t let t hem !nob in on us and get 
aturr on the theory that they were going to proopoee a fi nan­
cial program -- no ammuni t i on , as I understand 1t. 

Mr. Gs.ston: Berle and Taussig could take care or 
all that. 

Yr. Magill: He said , Don' t le t them inch in . 

Wayne, you have an7th1ng on your mind? 

Mr. Taxlor: No. 

14r. Hag1ll: I told him we were goi ng to try to 
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1ur up a orida tor h1a. 

~. Tailor: Doesn't haYe to wait; there 11 one. 

Mr. lo!agill: Herbert, han you anyth1~ on your 
oonsoienoef 

at allt 

Mr. Gaston: Nothing that I want to tell, Roe. 

Yr. U•g111: Dan? 

Ur. Bell: I hann' t anyth1~. 

Ur. lo!ag111: No answer to the Republloan leadere 

~. Bell: No, sir. 

Mr. Gaston: We are getting out a aeriea of re­
leasee on the statistics of income tor 1935, part 2. I 
don't suppose you are particularly int ereeted. Printed 
oop1ee will probably be along in a couple ot months , but 

166 

•• are doing, as last year, getting out tables with a little 
1ntroduotion, m111eographed oopiee , epreadi ng them out over 
the next week or eo. 

llr. l.tag111: Aroh1et 

Ur. L2cbhead: Nor~~al · in J1Y 11ne. J'renoh are in 
d1 tt1cult1ee , as usual. 

' 
~. Magill: Will th1e fellow BlWI eucceedt 

~. Lochhead: Blu11 has atepped out. Chautelll))e 
is back, eo we are Where we started. Intereet1ng point 1a 
the Labor party eee11e to be aeeerting iteelt Yery forcibly 
and blocks any attempts to moYe towarde the right. 

Ur, TaSlor: They had to go through this busine88 
ot giving the ot~er boya a ohanoe and aaYing ~. Herriot tor 
the big game. 

lolr, Ua~111: nat 11 the Labor party called oYer 
theret Coneerva 1Ye Capltallet Fartyt 

group. 
Kr. L9ohhead: They are more or leae the Soo1al1at 
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llr. Y:ag1ll: 'rhe Radioal Sooi alilt i1 aore oon-
11rvat1ve? 

).lr. LQOhhef!d: 'rhe Radical Sooialiat i a the 110at 
conservative. 

llr. Gaston: About the center group. 

llr. Lochhead: Yea. 

Ur. lloR: Ia the Radioal Sooialilt the Peoples ' 
Front ? 

Wr. Lochhead: A combination. 

Ur. Bell: I take it the Frenoh being in difficul-
ties 18 a normal ai tuation. · 

Ur. Lochhead: Normal situation; buaineea aa 
usual. 

Wr. llagill: Cy? 

llr. Upham: Did you aee the Wall Street Journal' a 
story, th1a morning? 

Ur. llagill: Uh-huh. 

Wr. Upham: Everyone aeeme to haYe t hat idea that 
we are going to coJDe along and change the individual income 
tax. When they eay . 1 It was learned today 1 

• ••• 

Wr. Magill: I always aaaumed this fellow Duffield 
bad a private pipe line to you and Gaston. 

Ur. Gaston: I oan• t remember what I told hial 

Ltr. liagill: I never aaw him. He 
our statement two daya before it came out . 
~rr1ed to Yiaa Humphreys. I don 1 t know. 
1t waa particularly bad, did you? 

knew all about 
llaybe he 1 a 
I d1dn 1 t think 

llr. Upham: Oh, no. I will be a sked a lot ot 
quest1ona today, whether it il true or not· 

Wr. Magill: As tar ae I know, it 18 not. One 
t hing, we are going to get al.l this progru fixed up and 

• 
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we m.1ght he.ve 
Good heavens! 

it any minute now in the rorm or a bi ll. 

lolr. Gibbons: The boss called me yeeterday about 
Opper. 

lolr. ldagill: llac, how is Graves coming along? 

Llr . LlcRe;r:nold§: Very well , I thi nk. 

J.lr, Magi ll: Ia he going out to the West? 

J.lr . ldcR: 
on t hat directly. 

Well, I think he will be ready to start 
I don't know how soon he has to go. 

Mr. IJagill: The boss did not say whether he would 
call up today or not, 

Mr. Gibbons: I heard !rom underground - one tax 
man comes down here to repr esent one or the Standard Oil -­
was over 1n the Bureau and he says t hey are all acre aa the 
dev11 at Graves -- some or the fellows in those con! erenoee 
over there . Graves has nothing to do with them. J ust a 
natural disturbance , I suppose. 

UcR: I haven ' t heard it . First indicati on that 
anybody wae~Pieved at Gravel. Thought ht was getting along 
pretty well. Only reaction I had. 

Mr. Gibbone: These f ellows i n the legal end over 
there, paaei ng on a case , finding out whether they would 
all ow this deduct i on or not. 

llr. MeR: Graves would not be 1n on that. 

Mr. M&g1ll: They have a polite way in the Bureau 
every time any change 1s made or anybody 1s appoint ed or any­
thing happens , why he i s responsible ror the adverse results 
1n any given case; in other words, Standard Oil or New 
Jersey present a caee to t he Conference Division and who­
ever he presents it to decides to turn h1m ll.own; he says 
1 am turning it down , but I am doing i t on instruotions ! rom 
l.lr. Graves. 

llr . Gibbons: That actually happens? 

lolr. llagill: That ' s what you get !rom t he lawYer 
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all along. I don1 t think there 1e an:rthing in it. 

llr. KcR: GraYee would haYs no •ore idea of going 
into individU&i oaeu or even inquiring about ind1rtdual 
~sea than I would. 

llr. Gibb~e: He wouldn1 t have anything to do with 
this particular bleion. 

Mr. Jla~ill : That 1 s the old game of paaaing t he 
buck. I don1 tnow whether these tellowe who are lawyers 
who make it up or whether some old-timsra tell them that 
u a means of getting rid o r them. 

llr. UoR: These fellows might have found out that 
they are going to try out discontinuing Bureau confer ences 
and have them somewhere else and they are trying to build 
up a barrage against it -- only thing I can imagine. 

Mr. Megtll: I don't know whether the bose plane 
to oall up this morning or not. I suppose' he will , but he 
did not say so yesterday. 

Mr. Gibbons: He said he wanted to talk to me and 
tor me to talk to you before he did call up. I assumed he 
would call up about 9:30. 

Ur. Usgtllt Anything new on the Opper case? 

llr. Gibbona: Yea. There is some opposition 
l ent bas caused some opposition up on the Hill. 

llr. Magill: That's all I have. 

• • • * ... * 

llr. Gibbons and Mr. McReynolds remained with 
Kr. Magill and the rest or the group departed. 

llr. Gibbone: The bose told me that lent has 
started soi:le opposition. 

llr. Xagill: I don' t think that' a true. I talked 
to the bose and mentioned the raot, particularly that I bad 
got t he word that Bob Horton of Scripps-Howard had been 
thinking about writing a etory calling attentton to the faot 
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tha~ Opper had been appointed to the Board of Tax Appeall 
Job whereas lent , who hold a the 1ame poai tion as Opper, 
had not been appointed altbo~h lent wns the man who had 
talC experience and Opper waen t . 

),!r. Gib~ons: Do you have t o be a laoqer to go 
on this Board of ax Appeals? 

Mr. ~gill: Not neoeeearily, although Hort on 
didn't know thAt and I don't th1nk he ever wrote h1e story. 
J.a a ~a&t ter of faot, that's bow we heard of it, on aooount 
of hle i nqu1ring whether Xent was admitted to the Bar. 

»r. Gibbons: Yo· .. .IIJlow, we tried to put Xent 1n 
to succeed Bob Jackson and couldn1 t beoau- he bad never 
been admitted to the Bar. 

Ur . Magill: Ae far ae I am aware, lent 1e not 
stirring up any fuss. 

Mr. Gibbona: I said to the bose I oan't believe 
that Kent is. Stewart Berkshire was a candidate and I 
~on' t think he either • • • 

lo!r. ~gill: I don't think lent has stirred up anr 
trouble. 

Mr. Gibbons: Berkeh1re said if he got this he 
wanted to serid his eon to college here and he would be 
definitely set for 8 or 10 years. If he did not, that's 
all t here •ould be to it . I • ill ge t hold of Opper and 
take h1a up ard introduce b11D on the Hill. The two senators 
!rca !lew York are going alorg w1 th h1a. Xing had a candidate. 

Mr. ~cReynolda: He always hae a candidate. 

Mr. Gibbons: I am following up what the Seoretarr 
said . Take Opper down and introduce him to Garner, Guffey, 
Karrlson, that orowd. 

Ur. Uagill: I think that would be a very good 
t hing to do. 

oOo-oOo 
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FROM: J.aer1oan J:lll)aaay, Parh, Nance 

Illtl: January 17, 1938, 10 a.a. 

10.1 88 

RUSH - lROK OOOHR4W. 

. . 17:.. 

Thia morning the Bank of France ia permitUng foreisn 

exchange operat1ona which can be prOTed to be actually 

t r anaactiona for ca.aercial purpoeea. '!'he Bank hae for­

bidden apeculat1ve traneaot1ona. 

The foregoing are the provia1onal rulea for trading 

thh morning, and tlle Bank of Franca 1e eo inforllling the 

Paria b&nka. Up to the present moment, no dec1aion ha1 

been taken aa to whether the official exchange market will 

be opened th11 afternoon or not. Thie morning the control 

Yill allow oona1derable freedom in the movement of the 

franc, but it will not ab1ta1n co111pletely froa interven­

tion. Trading 1a openiag at 151 to 152.50 at ten o'clock. 

llaturally the be.nkera are pel81aht1o OTer Boanet ' • failure 

to fora a cabinet and over the proapeota of a gOTernaent 

under Blua whi ch will poaaibly have Oo..uniat activi ty. 

BULLift . 

El:L11 
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Sccrctar:r of Ste tc, 

lies:.Ungton. 

:lTlt3 
87 
Jnn\t:lry 17, noon 

i":t~:: COCHRAN 

GRAY 

Parh 

Dated January 17, 1938 

Rco l d 10:08 a . m. 

~Eft~EnoE t~ 86 , January 17 , 10 a . m. 

Be.::::: of Frnnce bas inform~d Paris American banks 

t~t official Exchnn3t Bours e will open today at usual 

hour of 1::)0. So f n r tradins hEre bas bun dull with 

rtluct~cE to Enter canmitmm ts whilE thE politica.l 

s!.tu:lt ion i s so uncertain. 

BULUTT 

ll'l'l: : ! 0 
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Stcrrtarr of StatE , 

Haslli ngton. 

38, January 17, 6 p . m. 

• 

GRAY 

LONDON 

• 

DatEd January 17, 1938 

Rto ' d 2:25 p ,m, 

FOR TREASURY FROM BUTTERriORTH 

lion-vol untary btar covtrin6 has continuEd today 

and t hE volumE of London trading in francs has bEEn 

1ncr :astd by r Eason of thE f'aot that dEalings in Paris 

art conf i nEd to nEcEssary and '11Egitillll1tE" transactions , 

Fr m oll sptaulators with aontracts falling duE arc thErE• 

fore having rEcourse to such ntutral markets as London 

for oovtr purposEs , ThE upot ratE moved down to bElow 

148 o.nd t r o.nsaotions valuE tomorrow receptions around 

146. 'llu: rc arE no signs to indioo.tc t hat the British 

control is opErating hErE on its own or in bchD.1f of 

t ht Freno.'l o.uthori t iEs, 

JJHNSON 

HPD 
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10! RI[.IASI, A!'TillNOO!f IIEWSP .APIRS , 
Jlo~· JalllW'l 17. 19:18. 

Secretary o.t the 'l'renaury llorgenthe.u announced 

tor one dill ' • sale of United Stntea Sl'.vinge Bonde was set on llondey, 

JL~ 10, of thh year, when $10,0Z9,780, m turity value, of tbeee bonda 

,.,. repor ted eol4 on this lingle dq. Sa lea by poet otticea throuchout 

the. country on tha t day ropreeonted $9,025.360 , mntur1 ty value of bond a , 

&M 41reet-by-mail orders were rocoivod in 1Jaah1ngton for Savings Bonde of 

a .. cura:r velue of $1,400,020. 

The total maturity value ae.lo of SaTinge Bonde to tho c1oee of 

bualnen Dece,bor 3l, 193?, MIOUIIted to $1, 367 ,935,000. !rh1e total wee 

plll'Chuod by""'" than 1,200,000 investors, ond represent& nn average eale 

for oacb bualneu dq since llarch 1, 1935, whon t hese bonc!a were f1ret 

aol4, or $1,577, aoo. 

Tho s.Uo of Savings llonds f or the calendar year 1937 waa 34.6 

per cent grea ter than for 1936, and the :rear 1936 exceeded the ten-:nontha 

sale or these bonda in 1935 by 82 per cent . 

'Ihe total 111(\turi ty valuo ea1o for the calendar yeer Juat cloaod 

a:.o...tod to $635,419 , 200, 11'1 th tq)prorloate1y 490,000 purchl\aora. end t\11 

tverece aaJ.e for aacb bua1neae de,y for tbe yur 1937 of $2,090 ,200. 

Deteilod nnr.1ya1o of t ho doily eale a t each of tho poe t office• 

1~t the country authoritod to eell Snvinca Bonds wu bCUD on 

Sep\aober 1, 1936, and for t be 7oez ending .t.ucuat 3l, 1937, abowed tMt 

l~tra "'"'a oaturity value eale of $636,748,500, or an a.verace sale of 
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fZ, IOl,IIOO. f or each bulnooo 4q for tha flnt rear theM rtoord~ ·~.-. 

kop\o 

l'll4 aU achod tabul•Uono &how f or thh porlo4 of ou raar tbo cttah 

llleo of t bo flrat ton rlllllrtac ctuo •• t ono - nu,. .. of the f lt-ot, 

oocond, lh1r4 a1l4 fourth clnao pool off1e11, wld ch 114 " '" uUoc In tho!.r 

,.opoo,l•• clMooo In tho onle of llaoiiJCo Jcn4o for lhlo period. 

IJI< .. t oo, thoro 1o ohon for the 111:111 porlo4 ~ tlrot, --.n4, 

lh!rd tn4 f ourth clD.oo offlceo In eaob otah Ia accord wUh the to"-1 cash 

...,.., of boo4o rupocU .. lT oold. 

Dlrocl-b7'-""1l end pool office oaloo froa Ct.! coco, 1111Dolo. ct ... 

lbol city tho 1114 for the !I alton and for lha t!rot claoo pool otr1 eo. 

Chleo&0°1 onoh ulo for the per i od wao $26,5?7,200, 

Sponcer, lroot Vlrcln!a, leado tho IIOOnd Olall pool Oft!CII , with 

• cub 1811 of $2?1,98?,50. Oocoola, lobraol<a, l111do all th1r4 cl<;ao pool 

otttc ... ha•!IJC a cub aale of $65, 73?.50. 

!ba fourt h cluo poot oft!ceo, of mtch t.bero .,.. ••• thaD M,OOO 

lhnl"Cboul tho Onlt14 Slnl oo, ue lad b;- Pl<IIIODO, ! oua. !!Uo loet> of 

leu lhml 100 poople hod the oxtraor41Dar7 cub wo of $68,500 • 

.l;lpronutol7 16 ,000 !'Oil officoo l hrouchout tho co11111r1 ..,.. 

&utborhod lo ooll Unitod &tatoo Bart~~&• llon4o. loctonnl r eporh • 1 to 

"""U!Il acloa a t oacb. of thooo otflceo and aall order aaloa orlclnot ·DC 

ln lholr roopocttoo t orrilorioo are hatnc proparo4 , and •• coaplolot w!U 

be ro"'ardod to tho pooluotaro cCDccrno4. !fbio dlllrlbuUoa will ' 1-

C:O"'lctod, H 11 oattu.to4, within tbo ~oxt two eonU... 

---
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UJJfll Sf&ttl S&fl ... I O .. S 0111 l ALl i 
, ,. ... , . ....... 1, 1'"' , ............. ,,, ,,,. 

&YI &AOI D&ILT C&ll l ALLI • 111 ~7,,110,11 
anuoc na clPtt& su.~s roa , .. l&fJOI • • ,.n 

... , oru .. lllall Ord.,, t nal 
l a h • l ah • S..h • 

Otc• &•• JU. 12t,6)6, 062.SO , , , , 41 ,1)7.50 us,sn ,2oc.oo 
'" , .... cu,, ... ,. l ?, ,?0, 400. 00 5,444,7t5.oo 2),617,125.00 
htrll\1 "hho 7oU7,)7S·OO 1,014, ,,,.,0 a,151,1)7.so 
JtMttpt11 t 1 IUnfh ?,o,t,Ss.o.oo '"·1"·1S 7,,0,)U.7S 

·~i······~· · · .. . 
, , , . .,,,11.75 t,•s?,6o'·'' , ,,01, ,2So00 

ttl•••\••· •••. ,,S?l,?ll . 2S 151·"•·7S , ,,,o,,so.oo 
ht ' Ai' l .. , CaUt. , , 0,,125.00 5' '·'''·7S ,,,11,1,. 75 
hlfl b<Utt, ... 5.177. 750. 00 S21,27S.OO ,,,., ,01S.Q.O 
tu&J•ct••• I.C. 4, SJ4,17So00 ,,,,•,ns.oo 4,u,,tso.oo ....... ..... • • ,?, 64).75 t ,?n,too.oo ,,,,,,,.,,,5 

~ £!!!! ~ !!..U!.U 
., ••• • ,., •• v •• t?t,soo.oo .. ,.,. ,,,,,.,.so 
c,. .... ua., wa.h. 245,20,.2, t,l?SoOO 247, )11.15 

h t &f"4, tft ,ll'o l,.,,u.so .,,, ,,,.~ 

o..,. , .... 17",eoo.oo 1,100.00 110,,00.00 

Lt•lftl'''"• wont . 16o,s)7.so , , o)7.50 1&,,S7S·OO 
. .. l r l tMtn, Pa . I&S,)<l·7S 525.00 "S•'''·75 
lllt" M Surlt"l• l )'o 152,700,00 152 ,100,00 

L.,'fltil, tla nt o 148,14).'75 412.50 141,556.15 
IHt•l, Ollh, 1d,,e1.tS 1,soo.oo 14t, .,. •• 25 
• .,.,.,., J 11. uo, ,oo.oo u,l,t.so l 42,"'2.SO 

~ .lli!,! !.!.!1 Ottlt t t 

t .. . .... ' ' ""· 
,,, • .,.so ,,,,o,oo 'S,?Yl·SO ... ,., .,,., .......... s,,,,s. oo s,.7ts.oo 

C:.u cu 1, Whtt. S),,ts.oo 1,soo.oo ss . .. s.oo 
lteh .t '••• Jftllt. n ,,u.so • , .• .,.so 51, 100,00 

Itt,.. ••• •••• • • 52,275·00 ,.so ,,,,u.so 
anu.,., O\ h. . ,,,so .• oo '·'''·'' 51,,11.75 
llOit•~"~• W. Dd . U,Jil .tS ,,. 75·00 . ,,oS'.tS 
ltl n Ctn, l7o ••• ,.,.so 41, 717·50 
l4" "'•• w.T. ••,uz.so .,,ut.so 
•• , •• ,1'1, ' ' • · <S, 7SO.OO 11. 75 •5·7'• ·75 

'' .. '"'• , .... r•"" " Clu • ~ .21!1!11 sa,soo.oo sa,soo.oo 
044, ... )1,175· 00 ) l,a75·00 
t h t117, IU. 20,1''·75 , , ,oo.oo 27, 7'•·7S 
l lllltr1 Ga , ts,soo.oo ts.soo.oo 
u,\1 ,, tw. u,ooo.oo 24, 000.00 
•• ,.. , . h ... 4, 41lo1S 1, , ,ao.oo tO, Jil•1S 

h ltru, .... 20,550·00 to,sso.oo 
'-'•lnUh, Pa , to,tso.oo to, zso.oo ..... , .. '·'· H,OJs.oo t o,ots.oo 
l..uu., •••· 15·"'·,. ., . .u.,. 
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Ul l tlD Sf 4tl l I AY1MOS IOKC$ SALf.S 
Prt• • ••••••r 1, .,,, , , .... ,_ ..... , )1, ,,,. .. ,. .. , '•'-' Salt a t• . ... Peat Otttaa C1att 171') ~ 
P .. t Ortl .. lid1 o .... .. hkl .. , .. kh t kht 

.. ,.,fl,tl&• u.o. ,,.u. so • 41,t)1.tS • 1,017, 04,.?5 lot ., ... 
, .. '"'''' ",1)1·'5 u ,,oo.oo 71, 4)1 .tS ,.. ,,,,, 
' ' " .. ,,ul• ,.,,, ... ,, .. ,2.50 ,,,.,.,. '" tlau 
hllll tda l t u,tso.oo u,tso.oo ,.. .. d ue 

~ ,.., .. ,. n1,,17.so ,5,100.00 426, 717·SO h'\ elau 

' '' " '" 
n ,,oo.oo , .,,.,.so ,.,,.,.so ,_. ehu 

, .. ,.-ua u,o?s.oo u,o?s.oo 'N t h at 
'"h t.u 

7,,, ... ,,,, ... .._, elau 

AIU:AliSU 
u nh •ull . ,.,475·00 14,64). 75 .. ,,,10.?5 1 .. du t 
,.,,. .. ,cu., 1,,,,.,, ,,,,.00 "·""·75 ... •1••• 
.. Crtt7 )1,756. , , ,, ... , , 1)1.15 '" eb.ta 
'ltiC .. ,,ooo.oo ,,000.00 4t.h elan 

eutroa•u 
Lu "''•1•• , ,O,,U5.00 511,)6~ .75 6, 611,1,.75 h\ ,, ._.. 
Ch.lu 45,561.75 ,,,u.so 5), 411.'5 ••• eh. u 
L·U UU t 1?, 625.00 6,6,.75 24, )11.?5 , .. ela n 
ltu,JOI't l aaoh fl,6n.u 750.00 ,,. ,1.tS ••• . , ... 

COLORADO 

)tanr ,,~&4,us.oo "'•'"·'' ,,,.,,.,,.75 lot ...... • 
Cu u Cttt ,,,, ... 75 "'·'' 17, 675·00 ... . , ... .. ,. u , 6s6.2S lS, OOO. DO )),656. tS '" ., ... • •11•1" ,,?so.oo , , 7so.oo 4th ., ••• 

COIIHF.Cf iCUf 

lin Mtll)tl J42 ,H6.>5 1441 )17oSO ,.., , ,.,.7, lo\ ''"' ' "''-· 41,,, •• , , .,,,?.so 45,506·15 ... ,, ... 
htrl tld u ,,so.oo u,no.oo '" .,._., ... , .,.u, ,,ooo.oo ,,ooo.oo 4 \b ., . ... 

DEL.,UUtl 
l lhl net • n u,,,,t.'IS 47,JSO.OO 2)4, '1,l.tS Itt .," .. 
til t rod )0,6S6.tS llo75 )0,6?So00 ... el'a •• 
tl tllfhi"'O 17oSl1.tS 17,531.tS , .. ehu 
hUul , ,750,00 ,,?so.oo ••• •l••• 

DlSRlC-t OP COLUMIU 

'""""·· 4,,4,17S.OO t,4)4,ns. oo '• U,, 150.00 ht " " ' 

"''"' 
~ 

"' ,, ... ,,,,.,.so Ul,)U. SO .. ,,,oo.oo 
Suro,.d ,,,u.so u,ooo.oo ,,,u.so ... tlAU 

ltnth7 ,,,7,· 75 ,,,,,.,, , .. al a n 
hU,M ,,,so.oo .,,so.oo 4th ela n 

U l v.ta 
occaou 1,1,.,,,.,, 1ft ala •• t,oto, oso.oo 17•,S• l·7S 

&A.n .... 10t,,U,7S ,,ou.7S 101,,)7.so 2ftlt eh.u 
t. .. ,. 

)?.so ,,,ooo.oo , , o)7. so , .... , ... 
i.lh_.,. 

•s. soo.oo ts, ,.oo.oo 4t' ah .. 

.. , .. 1!!!!2 
1''·"7·SO 

,,,, ... to2,,u. so h\ •l••• 
••ht -..,1 .. 2,17S•CO ,o·'"·'' ... •1••• .. , ... 1.25 
'•tholl u,,,o.oo t,7)7·SO 27,417.,0 , .. ala•• .......... ,.",. 

··"•·75 4,"•·7S ••• •l••• 
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11 
Dlftli '""' u.s•• 1001 aa.LU .............. 1, 1,, . ......... ....... )1, 1,,. 

&l ..... t.tal sal•• ....... ' ' " Otthe Cla .. 

Jld:l!!ll 
• • -' otth• .Sl ...... h-.1 

kl•• klu klu 

Q.ltl.l' 
t u,,,,,06t.50 • •• , .. ,1,.50 • 15,m,too.oo 1 .. et .... .. ,..,. uo,,oo.oo u ,1,1.50 1 .... h.50 ... • a. .. 

,...-.u h .. ,,,.,, ... ,,.?S , ... . ,._ .. 
,, .. "' to,•'•·?S 7. soo.oo ''·'"·'' .. ~ .t .... 

l!!LW 
tlldh-M PtU t 

,,,,. ,,so.oo u ,,. ,.oo , ,oet,us.oo h t dan 

Cthltllh Cltt 
11,,.,.,. ,oo.oo uo,,,.so ~M elan 

•••i"'"" 
u,,u.,o ., ... ,.,. sz,too.oo , ,.. et ... 

llp~t 
24,000,00 u ,ooo.oo ..... d••• 

IOWA 

Ott Mtll'l t t z,ut ,o)l,tS J1,,1.tS ... ,.,, .. ,. h 't e lan 

o •• ,. 171,100.00 t,aoo.oo uo, ,oo.oo t.t tl&u 

...... . ,,,,.,. n .?•s.oo ,,,.s.oo , ... • u .. 
h trtu zo, s,o.oo to,sso.oo ... tl& .. 

UJUJ 

lltlllh 1, 42S, Ot l.1'S ,.,,,.,. t,. , , ue.?s 111. d ut ...... 141, 14).75 .uz.so UI,SS'·•S t .. d .att ... , ... , ••• ,.oo ,.so ,.,,u.so ,,.. t lau ...... u ,ooo.oo ts,ooo.oo 4t.k ., ... 

nnvon • 
l.wt u llh 1,,,,,. ,,.50 1,,,,., ... , .. ,"·'' h\ ..... 
' '""' Jhrlhl 

1St,7oo.oo 152,700.00 ... ., .... 
lttl' l f c .... •• ,,.,.so ... ,.,. so , .. .tau 

Vdtft 15,000,00 ts,ooo.oo 4th d •u 

!c!!!tiiJA•A 
ltw Orlt&M ,,,to,eo,.n .,.,,.,.,. 1,)1,,,,., h \ •l&u 

'~•••r ,,., .... 1,,., .•• ,,,,$.00 ... d •u .~ 

Ufo&~~h .,,,,,,00 ''·"'·"0 , ... •1••• 
~,a,.,, s,tSo.oo s.tso.oo ... •1••• 

hnt-... 
!!l!l 

)tS,tn.?S 27, 1)1. 15 )St,)SO.OO h \ •1•-•• 
It \ru t "·'"·" sn.ts .,,,so.oo ... . a .... ...... 1,,,"·'' 1,,,, .• , , .. ., ... 
kn lthc• ?.soo.oo ?,soo.oo 4th ... . _. 

IWl'•'!l 
IU\t .. ,.., ),1,t,u ,.,, .. ,,46t.SO ,,,1·'"'·'' 1n •1••• 

Cb .. \et\ewa u,•"·'' 1,,,n.1s ,,,,.00 ... e1e.u 

11'1-ltfl .,.u,. )2,1" .• , ''·'"·'' 
, .. ., ... 

Cbtt•P••~• t eal h 4,1,·75 ,, ,so.oo u,,.,., .. h etau 

lutu .,, .,,64,.?S ,,1,.,,.,., h '\ ...... 

c.~~. ..... et,,oo.oo , ,ooo.oo ..,,oo.oo , ....... 
.. \laM "''"'" '·'"'·" 

u,,,., 1,,.,.,. , .. ..... 
• ,.._U t l4 IUh ,,,.,., 1 ,)4)·" 4t• ., ••• 

!15!1°11 
• • ,,. .. lt 7 ,1,1 )75•00 l,o1•·"'·50 a,u1,,,,.so 11'\ . ..... 

'""nll h 145,*·'5 J,t75·10 147,)11· 15 ,.. 11• .. 

C. u cu 7 
,, .. , ... , ... 11 ... 

, ,,.s.oo a,soo.oo tO,,Il•tS ~h •h•• •• o .... 4 , ta.t.t S ,,,,oo.oo 
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1'\ "~.· \" 
ntfiD l~&ff;S I AflNI 101111 IAloll '". , ....... 1 , .," , ............. , , •• 1,,. ........ , ..... kl•• , . ........ , Ortlu Cl••• 

•••• , .. , orrt .. • u ...... toW ..... ..... .. ... 
.... ,.u. I ?,Ott,JSO.OO • m .7'"·" • 7o,.o)llo75 ... ..... 
t.Utl• t alh 

• .... ,.,.so 750·00 1.,, ,,.50 ... •la•• 
n..,. c~tt 7,,, •. , )1,406.1~ ,,,~ ... , .. .. ... 
.... .u .. ~~··'•·50 ~~·"''· 50 ... ..... 

ti!I!II!IPPI 
J ...... SlloS50·00 10,,,,, ~u,u,.n .. , ..... 
hri .. ,., U1 1 U),?S '"·50 u,,ool.tS , ........ 
hh 

• , •• oo.oo ,, ... .,, ,~ ... , .... ~a .. 

t1•h" , , ooo.oo , ,ooo.oo 
4th ••••• 

MJSIO!!!l 

kilt Ltllll t ,,,n,?So.oo , .. ,.,, ... ,,.,,.,s.oo ht ...... . 

,,.,,.,. IU,,?S.OO 1,,?·50 Ut,tU.~ tiMI d u • 

r.srru ,,,,,, ... 750·00 ,,us.oo , .... • u .. 
c •• ,.,, •• •• ts,ooo.oo u ,ooo .. oo ......... 

..n.\!A ..... 571.•07·50 ,,ut.so '"·'""·"" 1-t ..... 

u n.,etu 1'"·"7·50 ,,.,.,. 1,,,,, ... t ........ ...... . ,,u.so ,7,soo. oo t t, t u . ,o , ......... 
,,,h.r u ,•7s.oo •••• ,s.oo .......... 

PllkASU , . .__,.. t,tt&,ooo.oo 1.,, •• , ., .. ,.,, .. ,., ll"t ... .. 

....... Ut, l''•50 ".,,u.50 21\16 ..... 

Ouula ''·••7·50 2,250.00 ,,,,,.,. , .. .. _ ... 
'''"' 

,,.,,.,. 7,soo.oo 1.,, .,.,. t t h ..... 

...... .... 17?,'""'' lo,4u.so 117,,, •• , h'l ...... , ... ,~ . ,,,,.,. , ... • ,,,u.so , ........ 
... Ill "·'""'' ... so.oo 1),406.tS '"" ..... 
1111• ,,ooo.oo 4,000.00 4\A •hu 

•n IU.W'III!M 
,.,... .... " 1)0, .~.15 ,,,,.,.so 146,.,., ht ••••• 
a.,u. • , ,,,1.>S , ,,oo.oo ,,,1.1~ ... •la.•• ..... , 7,soo.oo ?,soo.oo ,.. ..... 
• rrl-.tll ts,ooo.oo ts,ooo.oo .... ..... 

n • ~&!!U .... ,., 1,,,,,,., 
'"·'"" .00 

1,,.,,,,., l d ..... 

•nhult ~.,, ... t , ll?• SO , •• ~u.so ... •1.&•• 
Ch .. ll\la 1~.,.,., ,,,.,.,. 1,,,1··~ , .. ..... 
...... c. .. 7,soo.oo 7,50(1.00 ... .. ... 

!!• !!1100 
&l .. fl\l t "l"• 

'"'·'"··~ 
n,su.so .... ,'"·" 1 .. ..... 

.. n., h ,n o.?S .,,.,.oo ,., .. ,., ... ••••• 
,.,... ... ,. ...... ,.,., .... ,.,. , .. .. ... , .. , .. .. ,,,,.,, ··"'·'' tt.lla . .... 

..... '-•k Cl \7 
!I! I • 

l?,no,.oo.oo s.H', 715.oo ,,,,,,,,, ... , .... , .... 
'"•••.h 71,7)1.25 ,,,,oo.oo ,,.,1. >S ... d .... 

"-·"· .. , 111.50 
t.a,nt.,o ,... d&U 

,....,.,, 
to,ots.oo to,oas.oo 4U elaAI 
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11:.· G 
Vllf iD Stlfll l&ttlts 10• 01 l ALII 

, ,... s.pt•••r 1 , 1'" t h.r•P ..... ,, )1 , ,,,, 
.,,._n t eul lah l 1 • .. ,,. ' ' " ottl .. c l.a .. 

*-" o•!2WI!I 
, .. , oru .. .Sl OH•r , ...... 

kl•• lal•• IU•• 

n.rlttU I . ,,,,,l.n I ,.,,,.n I SOI·"'•·so 1n ,,._ .. 

.u,,_, .. ,,,,1.75 d1,75 , ••• ,.so , ......... 
~IUhtU 

,, ,1,.75 •• sso.oo ,., .. ,.,, , ,.. .t ... 

~,,uu• 
to, soo.oo to,soo.oo 4tb e lan 

I OI..f ll DUOf & 

""" 
.. , .,uo.oo , , ,,1.25 .. ,,,, .. , 1n ...... 

Otf.tt•• 
17olllo7S llloSO .,, , , .25 21Wl ...... 

ld.tbt&U 
11,,11, 25 ,7,1?5·00 , ,,ls' .t5 , ......... 

1\UM fl 
1o,ou.so to,ou.so ......... 

OHIO 

ChnhM s,ut, t )t.2S ,U, 506.2S ,,,,,,,,,,. h\ ..... 

, .. ''" ,,,os6.ts '''·'S u,,u?.\0 , .. ..... 
,,. , .. .,.,. 4),0)1.25 l,tM.tS .... ,.,. ,,.,. eh.u 

. .. u ... 7,500, 00 ?.soo.oo 4ilt ..... 

OI.L6110!j 

h l ta t,uo,as, .2S '2·"''·50 , , ,,, ,, ... ?S l at ...... 

11u :& '"·'11.25 t,soo ~oo . ... ... . . tS 2 ......... 

uau .. , . .. ,,,,o.oc ,,,, .. ,, 51, ,11.75 , ... elu• 

... u ts,ooo.oo .,,ooo,oo ......... 
• 

~ 
hr\l&MI t,?U,to,.tS .. ,,,,o,oo t. ,,,,,54. 25 ... ..... 
Grt.ft\1 '"" uo,.,.n 15,150,00 125·"'·75 ••• ..... 
UpNI u,6s6.t5 " ·'S'·•5 , .. ••••• 
''"''' s,,ts.oo , , , ts.oo ... eh.•• 

' UISYL.VI.MJ! 

, .. lht t l ,hh , .14),711.75 l,4S?,,O,.IS ?,6ol,,ts.oo l l't: •1• .. 

,, .. "''"u" 1&5,,. ,,,5 525. 00 165,1"·75 '"' ., ... 
uu .. n,&et.tS .,,,tl.t5 ,,. ....... 
t..ahlnt\ h 20, 250. 00 20,t50.00 .,,. ..... 

a.aoot uu• 
,,.., ...... 61,,575•00 '''·"'·'' 1St,511.t 5 ·~ ...... .... , .... u ,,oo.oo 75·00 u,J?s.oo '"" ..... 
, ... ,., .. , ' h ,,ooo.oo ,,ooo.oo , .... • u .. 
c,,.,l\,., ,oo.oo ,oo.oo 4\ll ...... 

SOotH C!!O~U6 

CtiiiMih '1'· "1·75 '···"'·'' ,1,675·00 "' ••••• 
'""•••ua ,. ,,so.oo 1,775·00 • ,,.,,.oo ... ..... 
htl\1 U, 4l2 o50 11,2,0.00 ''·"'·'0 

, .. ..... 
O..tt'l\t J s ••• ,. 75 ,,ooo.oo 14,04'·'' t t lll alan 

SCO'fM D!lO!A 

' ""' r. u , ,,,,U.50 n , 5,·75 )S7oSS'· tS h. ..... 
Lu 4 J?,Ot7o50 ,, .. ,.75 lOO,,I.tS ... al&l• 

c., ... "' )0,6,.75 ,,ut.so ''·1"'·'5 
, .. ...... 

('"'" .. '" ,,ttl . ?S 1, ,.,. ,. 1,5,1.15 ......... 
!IIVUS&! 

.... M, 1,402, •• 15 S?,I?S•OO 1,4,,511·•5 1 11'\ atua 

..,.,.tllt 5,,, 11.75 7t?•SO n,to6.t5 ... al••• .... ,. .. , ... ,,,,,,,so ,,IU. 7S ,,l)l. t5 ,>4 • •••• 
h ..... 7,500.00 ,,,oo.oo ... d a•• 
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1)'1). H 

VllltiD IY&fU S&Yl"l 10•1 1.&.1.11 

,,... •••••• er 1 , "" ,..,...,_ ..._..,. ' '' ''"· 11P,.-' t•t&l s.lu Sa •••• h n Ofthe Cla•• 
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P.lfU.PliRAD at TJ! '8'WI REOURD 

""': Aaerloan • b&aey, Part., France 

OJ Til January l?, l8ll8 , 5 p.a. 

IIC.: 90 

ft ;)II COOIIJI.tl • 

Official exobange -rkU waa fairly aotbe witb 

stren;:t.bening of f ranc froa ita opening rate of one 

hWidr.U flft J and one-balf qainet aterling being 

attribut ed to abort oourtng. Market obaenera do not 

look for t bia reaction to l e.et much lCDger unleu new 

tactnn dnelap. Rentee i llproYed. 

J had a talk wttb Rueff at 5 n 'cloot. Be eatd tbat 

wi thout any offtolal lntanentton the franc had bebaYad 

aatlaf e.otorily today. The aanager of lattonal Oi ty Bank 

said ~h bent bad w1 tneuad t oday only a small YOluae of 

exchui • tran•cUone. Thh banker eatd he bad bid no 

41f!ic ul ty in cotullotton wt tb tbe rul .. of t he B&nlt of 

!'ranot .. enuoned in ay telesram l o. 86 of January 17, 

174 

10 •·• • , el noe tbe applioaUone aa4e by bia ol1enh for 

tore11 n ucbange were tully ~uetlfled in a1110et all caaee. 

Tbe:re had been eoae abort ooYerlng, be eaid, and tbere 

•aa ••• ou:rcbaetac of truc e for illaediate oo•erotal 

purpo 1oa. He eaid tbe exchange ratee today were not eta­

Dl f10t•nt 'beoauae tbe aartet ne eo tbln and a'bn-1. 

BOLLI!!. 

l4:LII 
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PA.R.t.PDUI OJ' !JLmJWI R.IOIIftD 

J'llCII: 

DUI: 

10.1 

RUSH 

Aaer1 cu J:llb&eey, Par 1e, J'ruoe 

January 18, 19S8, nooa 

9S 

!be oontrol etated at 13 noon that tb1e 

- , 

175 

110rD1ng they had purchaeed a '" pcNBd• oa a arltn that 

waa eoanhat wild, but ODly pall traneaoUoae were -de. 

Tbll control reprde •11• the true exohaJICe telldenoy a• 

a&tiafaot ory, ooneidering the continuing 41ff1oul.t1e• in 

foraing a g~ernaent. 

Jly u•ual aarltet contact oonfiraed tbat thie 

morlling there had been oonlliderable nervoume .. but not 

much budne ... 
BULLI!!. 
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GROUP :lUTING (SECRETARY ABSENT) J anuary 18, 1938. 

9 : 30 a . m. 
?resent: 

i1;ylor: 

MeR: 

Taylor : 

1ag1ll : 

T~ylor : 

~cR : 

~aylor : 

Guton: 

Tt)'lor : 

bglll : 

Taylor : 

~tgHl : 

Ttyl;,r: 

llagi ll: 

llr . llagill 
llr . Taylor 
llr . Gaston 
llr . Bell 
Mr . Gibbons 
1Jr . Lochhead 
l.!r . Opham 
Mr . U!cReynol~s 

ilayne, now are your French friends? 

llo news , as far as I .cnow. 

He doesn't know .no his friends are over there. 

vot t o wait until one of tnem comes up on the top 
s ide . 

l ne Japs hayen 't declared war yet, have they? 

No . No, there ' s no good int ernational news t ha t 
I can t hink of. 

'fho l:.rie apparently is going to fold up today - hrie 
Railroad . 

Oh, t he I .C. C. is not go!ng to recommend loaning 
money to them? 

Or something like that . 

The R. F. C. going t o t ake it over and operate it? 

I don't know. Tney •ve been trying to get the Cha1r=sn 
or the Boar d of the C & 0 to ge t the C & 0 to help out 
on financing, but tney won't play a~, so t hey ' re in a 
nice cat-and-dog fight on that. 

f.ha t happens then? 

I don ' t know - 77-year , or something else . 

Good enough r ailroad, but t oo many bonds, i sn ' t it? 

,·;ell, I ' m not so sure about t he f irst t hing you said . 

Herbert? 
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Gaston: 

~agill: 

Gaston: 

llugill : 

Gaston: 

&!!ill : 

Gaston: 

llagill : 

Goston: 

~&gill: 

Gaston: 

llagill : 

Gibbons : 

Gut!>n: 

layl or: 

~&gill : 

Bell: 

lngill : 

· . 

177 
-2-

No ne·"s . 

Tlla t ' s good . 

Tile boss a sked me about this Scripps-Howar d man. 

1\e mus t think up something for the boss to chew on . 

nnd his understanding was t ha t the man had talked 
t o you . 

He had not . 

"hen I got hold of Cy end found out what ectually 
nappened, and •e agreed that there wa s nothing to 
be done·. 

'Nell, nothing even t o be exci t ed about that I can 
see . Can you? 

No . No, there ' s nothing t o be excited about. 

No s t ory bas ever come out, has it? 

No . 

None is coming out . 

I t ' s on the Opper t hing. 

nnd if they do, we can ' t help it . 

llo.1 tlul t Pegler has gone in for •Snow Wb.1 te and the 
Seven Dwarfs," however, maybe t he Inter nal Revenue 
Bureau will be left alone for e wnile . 

Just a rest period . 

Danny? 

I haven't a t hing, Ros . 

What did you do about tho t bill ••.. 

Bell: Every tiling ' s quiet. 

ll&gill : enthusiasticaHy endorsi ng? 
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Bell: 

:Lag Ul: 

Bell: 

Uph&m: 

:If. gill: 

Gibbons: 

Wagill : 

Gibbons: 

Jagill : 

G1ccons : 

llagill : 

178 

-)-

You mean t hat monetary t b.ing? 

Yes . 

L•ve still got it on my desk aro~d at the Budget. 
I ' m going t o b~ng it around, show i t to you. 

Is that the one to draft money and credit in war? 

I understand you (Upham) put a paragraph at the end 
of the report tha t this was n fipe i dea, although now 
1.us not _l;he time . 

••ell , I haven't seen it, but I did say we were 1n 
f a vor of it, with some codificutions . 

iiell, that ' s good . 

:>teve? 

Nothing more than what I r eported to you yesterday . 
I spent three quarters or the day on i t. 

Oh, that• s good . 

vot about three times the results . 

Doys nave any other troubles on their mind? 

No . Viall , Pat Harrison had the Customs pl ace dO'Im 
a t Biloxi, ~ississippl, t ha t we want t o do away with, 
ond of course the only t hing tha t's t her e are these 
~otor boats; taat •s a Department of Commerce function, 
but t be Customs people - we have one deputy there. We 
a r e reimbursed by Commerce, so it only costs us ! 2, 000 
a year, and Ne take in about $200 . And I think it's 
.vorth two thousand t o h~ove P11t on ••• - my God, he 
rai sed the devll with me . 

How 11bout it, Danny? 

i>ell : Save $1800 . Looks good t o me . 

Gibbons : But t hese people have to go about fifteen miles down 
to Gulfport to have their licenses issued, and if there 
is a violation, you know, on their boa t , wby, they have 
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:lngill : 

Upham: 

Gibbons: 

J!agill : 

iiibbons: 

:lagi ll: 

~ociJhend : 

~&gill : 

Locnheao : 

'inylor : 

~ochhead : 

G1bbons : 

( 

• 

to go down again, s o they've been protesti ng to 
Pat . Biloxi ' s about f ift een thousand peopl e . 

Cosh, it ' s intoler able to have to go down fifte~n 
miles . Imagine anybody driving a car tha t f ar . 

Pat ' s home t own, too . 

Yes , he was quite wrought up about it . 

179 

I should think he'd went t o get the busi ness concen­
trated in Gulfport ther e . Well, that ' s between you 
and the boss . _, --,., 
It•s just a picayune tbing . He tnought that's what 
I wanted to see him about. I called up a nd wanted 
to see him . He had his Congressman over there, so as 
to b ear down. 

nrchie? 

ilell, t he French exchange r ate is man aging to hold up 
pretty well - about $ .0335 t his morning . Of course, 
tney •re still restricting dealings over in Pari s , but 
they •r e s~ueez.ing s hor ts . In the meant i me, no newer 
news than wha t you have in the newspapers . Chautemps 
is still t rying to form a cabinet, and apparently Blum 
is inclined t o go along witn a im on the s plit in the 
Sociali s t Party. 

uhen oo taey start work over ther e , &bout noon? 

I i magine mos t of tnei r work is being done at night 
over there . 

Never s eems to be a nytning done in ~he morning . 

St ay up all night . 

'l'hey run ar ound duri ng the d ay; then t hey have these 
ni!lht s essi ons . 

any more serious than LaGuardia ' s se t-up 1n New York 
right now? He ' s ha ving a ll kinds of trouble, you know, 
with his new Council . 
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~ocbhead : 

1ag111: 

Lochhead: 

1agill : 

Lochhead: 

Magill: 

upham : 

liLgill : 

Gaston: 

Gaston: 

llcR: 

Upham: 

llcR: 

~&gill : 

Gibbons : 

.lag ill: 

• 

180 

-5-

vne of the interesting things , though, on the purchase 
of securities by foreigners - they are steadying back 
towards the purchase .side fairly heavily ; for instance, 
yest erday over a milli on and a half, with Grea t Br i t ain 
t aking over half of tha t . 

Ho·n NBS it last month, Ar chie? 

.:eu , net purchases . But f or one week it started in 
going the other way . Just for one week, steadily, t hey 
nere selling - not very large, but consistently; and 
ne taought that might be a change in the trend. But 
it' s turned again now and for the last six or seven 
days tney •ve been sligntly on the buying side, with a 
t endency to~ard increased buying . 

Like Great Brita in •.•• 

Gr eat Britain, Holland , and Switzerland. Those a re 
the three sources that do most of the buying . 

Cy? 

I think we ought t o encourage anyone here who wants 
to to come out and testify on the t ax bil l . H~ving 
c.llfficulty getting witnesses . 

Paper said we might have to run an extr a meeting . 

,"ihat time this morning? 

Ten o 'clock this morning. 

Can you fix it? 

Nobody can go up but Ros . 

loell , thut' s killed, then. 

lhe Secretary notified the Chairman tha t Ros is the 
only testifier. 

That Nas bad enough, but he wanted to make it wors e. 

He •s the only Treasury testimonial. 

\Vell, !lac, what have you been up to? &otbing? 
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Gibbon~ : 

~cR: 

Gibbons : 

;tagill: 

Gaston: 

::.at 

No , fussing around, but nothing worth talking about. 
Just going around in circles. Nothing unusual. 

Steve, did you get hold of Carter? 

Oh yes. Yes . 

Is he happy? 

~es . Where he got the da te confused - you know, that 
fellow s erved probably a month before he was confirmed. 
•ell, ~e take it from tbe date of confirmation. 

olhen noes George get bock? 

27t h, isn't it? 

~cR: Tbe 20th. He ' s due back the 20th. Boat ' s due back t he 
19th . 

Yagill : 

\lcR: 

Gaston: 

Taylor: 

Guton: 

lei\: 

Upham: 

:lcR: 

llagill : 

llcR: 

ls Seltzer still sick? 

Oh yes , he 1 11 be away a .aonth. 

••ho ' s that? 

Seltzer . 

Is tn&t so? 

He1 s back from toe hospital, bbck at home now. I 
taL<ed to nim yesterd&;; , and he ' s going to have to go 
south; I suppose he'll probably go Ray do~ in the 
corner of Florida there some place. Asked the Coast 
Guard boys to find out whether they can get a cottage 
for him tha t be can rent for a month down there and 
t oke his f amily . Larry's really in bad shape. Doctor's 
had him on his back. Got a v ery bad case of ulcers. 

Couldn' t eat anything but cream for days. 

Ga ve him cream every bour. Better now, and he ' s home. 

uil l they operate on him? '-

No . 
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Taylor: 

JcR: 

Magill: 

Uj)ttam: 

-7-

If he's back in two mont~s, he ' ll be lucky. 

Can' t tell when Larry can get back. 

•lho runs the t place in the meantime? 

Miss Michener, I think. 

182 

~cR : well , Larry's got en assistant over there. Forget 
wh&t his name is. 

:rcR: 

Gibbons : 

~·cgill : 

.iibbons: 

Gibbons : 

:.icR : 

1&g1ll: 

Gibbons : 

lias ill : 

Uurphy or Lindau? 

Well, I think ~urphy pretty largely. 

Ros, I t hink probably on this - Joe Guffey said 
yesterday that since the Bleck appointment be thought 
thr t everybody that wa s appointed now- hi s Sub-committee 
11ould vtant to see them. 

11VIell," I s ai d , "will you be Chairman of that 
Sub-committee?" 

He sa id, "I'll try to arrar~e it." So • •. 

So you think they ' ll get Clarence up there . 

I imagine they will. Well, he ' s met £bout eight of 
them and t hey were ell for him . Introduced him to 
everybody we could reach, including Garner, and of 
course Gerner was very nice . 

Uh-huh. 

I can't imagine, though, there being a ny diffi culty . 

No, I don't tblnk there will be . But, you :moN, for 
a while t hey ' ll be a little f inicky on account of the 
Black appointment. 

They're not going to slide a nybody through. 

'llell, Clarence doesn ' t belong to the Klan, does he? 

I don't tnink so. I asked him if he was born in 

llanha ttan. 

Well, that ' s all I have. 
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Secretary of State , 

If ash ingt on . 

39, January 18, 6 p . m. 

GRJ.Y 

London 

D~tEd Janua~ 18 , 1938 

nEc ' d 3 : 40 p . m. 

.. 

FOR TREASiBY r1WM BUl'TE~C!ORTii . 

183 

Conditions nppl i eablt to rrar.c dealings today havE 

been similar to y estErday , Spot rat• fluctuated bEtween 

148 and 150 but movements in the futurE market have been 

wider , thE one month 1 a ratE for examplE moving from 6 to 

3 and then back to 6 , ThE volume in both spot and future 

waa small . 

Two cxcErpta from articles i n todny 1 s TIMES arc of 

interest in themselvEs and as rclcctions of vi EWS held 

in the c1t1 !lnd 1n govcmmrnt circles : 

( 1) "Meanwhile the cr1 sis goes on wi th each new 

set- back or delay confirming an impression in t hE minds 

or many that what ever nEw art•angcmEnta may be made i t 

will bE short-lived . Neither thE Risht nor thE Left is 

ready to beli eve that the situation is serious cnoush to 

forbid the luxury of partisan pass ion and the probability 
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LNS 2-No . 39, January 18, 6 p . m., from London . 

is that only the threat of rEal disaster will once mort 

bring togethEr FrEnchmen of all classes as it has donE 

before . But alrEady one thing stEms certain . It is that 

what is really ntEdtd today is a man of character at the 

head of affairs who will crEate and make usc of a spirit 

of unity while leaving intact the essential qualitiEs of 

the nat ion . It hns been done beforE . It can unless 

France is no l:l'l~tr France bE donE again." 

(OlD SECTI:lN ONE) 

JvHNSON 
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Secr etary of State , 

1Vash1ngton , 

PLAIN 

London 

Dated January 18, 1938 

Reo ' d 3: 45 p , m, 

39
1 

January 18 1 6 p . m, 1 ~FCTION '1"10) 

185 

(2) "ThE budget protlon 1s still thE corE or f+ tn,.ch 

disequilibrium , Eve~ if i t be a1 s~ed that thE ordinary 

budget i n i n t-alancc a t 53 milliaruo of francs the Govem­

mcnt is indebted to t bt Bank of FrancE for some 32 milliarls 

of f rancs , TofEthtr budgEt Expenditure and loan expendi ­

ture fo r !lrman,cnts , ct cetera, r cprts tnt a total of 85 

mill i ards , a f igurE equivalEnt to ont - third of tht na­

tional incomE of 250 milliards . Unles s thE capital which 

has fltd t hE channEl and othEr frontier s of France can b£ 

induced to re t urn and is put to productive ust that is a 

, burdtn which is beyond th t capac ity of FrancE except at 

t h t cos t of a drastic reduction or tht standard of 11ving . 

Ntitht r solution has ytt betn a ccepted by Frrncnmtn , 

c.npital will not return unlEss it is assured of fair 

rtmuntration ond the wholE trmd of recent govtrnmmt 

pol icy has - - bowtvEr excellEnt tht motivE bEEn directed 

t owards limiting thE ronuntration of capital . Recent 
soci al 
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UIS 2-No . 39, January 18, 6 p . m., Stc . 2, fran London . 

social strifE is thE outward ExprEssion of thE rEjEetion of 

tht stcond nlt trnativE - - a rtduotion in thE standard of 

living. SoonEr or latEr somt compromisE will havE to bt 

rtnchtd. " (END MESSAGE) 

JOHNSON 

:SB 
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Sccrctr~y of Stat e , 

rtao:!iil.:;ton . 

!:',' , Ja.nllilry 18 , 6 p . m. 

F:'!C COCUAN 

GaAY 

Paris 

Dated January 18 , 1 938 

:ltc ' d 4:45 p . m. 

!87 

• c.;.·io cxc.h.o.nGE m:::rl:ct >tl.l.l nervous e nd more c.ctivc 

thio art~:moon. Co ·t1•ol apnc:-tntly o.oqui rcd f air o.mo1.~t 

of ot:: rlin.:l nro~md 148 7/8 . Trend turned after 4 :00 

o 1 cloclc ·.·· ·.:n r~. tc r1cnt to 150 . ''lhcn news came out :1t 

Q\'Jl.rt "~' ·:.::ttil s ix o'clock t hat Socic.li ats woul d s upport 

C~~utc-po ' pr opos ed Radica l Socicl1st Cabinet, thE 

r ::te :!.~-:::c·li:.tcly turned in fc.vor of fra nc . ThE :nc.rkct 

intn•p:•cto ouch c. line- up pro'b:-.illy with !!arch::ndtau u 

llinio~~:: or i•incncc a nd Donnct ~.a lliniotcr of Nc.tional 

Ec onony, l'.o a3c. inat e •. cl~~.n..;r. CO!ltrC'L , On the other h.:mc1. 

there io · '\'.c h uncr,aincoo c.2 ·~o ho11 much difficul ty 

c::tl•c;;·c r,:ft a nd L:l. 'lor may v.r.kc for ouch a govcr=cnt 

fro.ll u::ic·. t ilcy c. rc left out . 

BULLl TT 
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secretary of State, 

Washington, 

42 , January 19, 6 p .m. 

• 

GRAY 

London 

DatEd January 19, 1938 

Rto'd 2:30 p .m. 

FOR TReASURY FROM BUTTER"JORTH , 

Tht volumE of dealings in francs has again bEEn small . 

"O'.) • 
-;;} J 

The spot rat£ has bttn steady at about 148 and due to bear 

covering and some ncotssary repatriation the control has had 

to give sterling, 

ThE city 's view of the newly formed French Government 

is br i Efly as follows . 

That it is a stopgap government which cannot l ast 

long; 

Two. That thE most signU'ioant happening in the 

r:ocriod of oabintt formation wac thE fact that Blum was 

willing to ask Reynaud to participatE in a government 

which is regardEd as auspicious; 

ThrEE . That by breaking up thE Front PopulairE , 

isolating the Communists and creating thE present modern 

government , Chautcmps has prepared the way for th~ 
l formation?) 
informati on of a broadly bastd government of national 

concentration when thE next or1s1s arleta . 

JOHNSON 

ltLP: IIPD 
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ntCil: .lller1C&Il Jabas.,., Part., rranoe 

DATI: Janu&l')' lt, 1931, 15 p.a. 

JO.l 103 

J'ROil OOOHB.lH , 

It appe&ra that considerable sterling, at around 

ua.ss to 80 was gained by French control. Opinion of 

11arut operators 1a that 700,000 pounds aay baYs been 

acquired during day. Rentea up and forwards considerably 

better. 
Therefore since Chauta-ps has auccesded in foraing a 

gonrnaent sentiment is better; financial circles how&Yer 

etill thiDlt that the situation 1e •ery deUoate. In the 

circumstances the Go•ernaent is perhaps as good as can 

be expected and it ie better than it was before in that 

it 1a free troa the Ooaauniate. The Qoyernaent is how&Yer 

at the mercy of the Socialists and Oo•lmists on any ques­

tion. There should be quiet for at le&et a few days if, 

ae is now anticipated on the market, the GOTernaent obtains 

a 't'Ote of confidence when presented to the Ch•ber Friday 

afternoon. There still r&~~&in the fUndamental probleae 

of production, foreign trade, and financing tbl needs of 

the Treasury. 
for the aonth of Deo•bar the rrencb foreign trade 

returns showed a detioiii of 3,19!,000,000 fruca; til& year' 
8 

det1oi t was 18,!80,000 ,000• ror til& year 1915'7 the iiiJ)Orts 
were 
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were 16,901,000,000. llpor'ie 1a 193'1 were L444,000,000 

gr eater tban ill the rear 19M. 

The JanU&I')' un.. eta'i•m'i of the sw1 .. •at10D&l 

Sank aho•ed a gold gain of 98,000,000 fi'IUloe. Th1e hae 

led to r eport 1n pi' Ill that thl getl•enl I asre•mt hal 

not pro·nd effeoi1YI and that further etepe to oheok thl 

i nfio• of f oreign funde are being coneldered b)' the Oetl'&l 

Sank. 

BULLI'!'t. 

1.1.: Lll 
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fROM: -'-rioan llllba .. y, Part., J'ranoe 

lll'll: Juuary ao, 19:58, s P·•· 

!0. : lll 

fROM COClHRU. 

- 9"' .!.. ... 

At tar meeting with Bonnet yesterday Marobandeau gave 

an interview stating that aa Jlinister o! finance be would 

follow the policy o! re!or. which 1under the i Dtelligent 

administration o! JlonaiBU% Georses Bonnet, baa ~ uaulta 

which it ie to the highest degree desirable to aee pureued 

and dneloped1 • He atreued the need !or order and renewed 

eoono!llio aotivt ty. C&binet meeting thia afternoon to pre­

pare Government ' a declaration before Chamber too.orrow. 

During forenoon' a o!!ioial aaeaion P'renoh control 

'lcquired quite a 11 ttl a sterling around 148. 58 to 75. 

After Bourse the rate fluctuated Wildly to 153. Since there 

wae no significant change i n Bank o! France stat•ent (ex­

oept a riae in deposita which pre.um&bly caae fro• oonver­

Gion ot control' s gold into !ranee during drive against 

franc) traders this evening attribute the upeet to three 

l'W:!Or a which nated troa London and circulated here: 

(one) that zarltet will ope on Monday at 170 to the pound; 

(two) that Soo1al1sta will not support the Oover0118nt 

t011orrow; (three) that a general atr1ke will co .. o ... er the 

weekend. 1b1le this 1a purely unoon!iraed goaaip I report 

it t o ehow ner-..ouene .. and auaoept1b111t1 .. of true on a 
t bill 
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U11JI u.rltot. 

I b&4 a talk w1 ~ ., off1o1al f:r10Dil at 15: :!10. Be ~&14 

that the tu:ra 011 tho arltn ha4 be• 4uo cUrOlJ' to ru~~ora. 

Be aa14 tbat tho ooat:rol ha4 at that hou brought rate baolt 

to 1.51, and th:roqll gt•tag otorltag would br1DI 1t na 

lower yet th1a noll1DI• 
BULLI!!. 

U:Ln 
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Col· !!arrington' 1 ott1oe telephoned today that nployant 
figur es aa of January 15, 1938, were 1,767,099 , an 1norea1e 
of 55 ,039 over Januarr 8 . 

/ 
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f'roal l!r. Shoup 

Chongl.n;; tho Fiooal Year - Probl- to be Stuclio4. 

In ny ao,.,rlt.Ddua to ;you ot Doo-.bor 21. 19:57 • I outlillo4 a plaa 

tor obt.n;;in;: tho .f.'isoal year oo that it would bogin on April l • IO.Dd 

poo tpoai.ng tho ii!COI:lo tax oolleotion 4atoe a 11011th IO.Dd a halt. rho 

purpose ~'Ould ~ to make ostim&too or revonuoo (ospooially tho iDC..., 

tax) &Dd or ~turos 100ro reliable . 

Ir this matter 11 to be brought up again for clioouuion - tor 

iDstonoo . whon a rev111on or ootiaatM 1o ..to 1011otiao in April -

I •uu••t that tho appropriate 4oparbunto in tho Trouury otart at 

"""" to t;ather 4ato and tnra opiniona on tho following pointo 1 

l ) !lao the Congrou in tho put oev«ral years talcon much 110ro 

10• -_,.,. 

than throe aontbo attcr tho budget opoeoh to enaot tho appropriation 

bllll! (Tho purpose would bo to uoortain whether tho n.., .f.'iooal year 

could ~ oponod u oarly u April 1 without unduly cliorupting traclitional 

Co11Q'tUional procedure. PrOIUII&bly tho 8-.u"e&U of tho Budget oould 

•uocblo tbio intonaation) . 

2) Is tho oxiatiD& aoohanioa for oont112UiDS appropriatio"" • or 

"'l' other oiailar oxioting aocbanioa,. &doquato in ouo tho Congroao 

di4 fail to pue moot or all or tho appropriation billo by tho otart 

ot tbo tisc&l year? (PrM-bly tho ilu>'oau ot tho Blld~ot could oupply 

lntc.,.tion on tt.io point &loo) • 

Regraded Unclassified



' 

- 2 -

3) Could tho l>hiaion ot RNeuoh aDd St&tiotioa derl .. ooae 

phD of interviewiD;~ •-ploo ot largo to.xpe.yere (eoaewhat u in Ore&t 

Britt.ln) ... tho oalonll.ar year drew to a ol~•. oo that the iDOoae t o.x 

,.tiut•• could be 11&4• rel iable within, oe.y, a 6 per oent ~~&rgin ot 

trror, 111 thout haviD& to uoe tho "Rotin=ent A • noted. in m:y Dooember 

Zl ,....,rondumt Rotinemont A would ahitt tho date of tiling roturno 

10 th&t tho r eturna would be in hand befor e tho .. tiaato wu -.de . 

(!b1• question would go to the 1>1v1oion ot Rosoaroh and Statiltioo) . 

4) In praotioe, would it be t eaaiblo • an4 if eo , to what extent -

to dhido e.xpoDdi turoo into tho tiro ola.ssea , i'laible o.n4 inflexib le, 

ooted in •aetinecont B"t (Rotor to the Bureau ot t ho Budget) • 

5) \'foul<! tho aoouraoy ot the expenditure 11timatoo of t ho vari ouo 

depart.:ents of tho sovoMlllent be inoroaao4 approoiably beoa\llo tho 

tiloal yoar would now be throe 110nthl olosor to the time whoa tho 

oatimatea wore beint; prepared! (Tho Bureau of tho Budsot , in 

oollaboro.tion with the several depar tmonto , aigbt study tbio question) . 

6) T1ould tho ohitt in tieoal• yoar dates nooeositate or lead to a 

obift in datoo of other pe.rto of the entire budset ~:~oohanismt (I do 

""t know of t.ey oaaoo of thie kind, but tho queetion ohould be atu41o4, 

In order to avoid arq 41ttieultioo ouoh ao those onoounterod by tho 

French when they ohangod tho tioe>al"')'..,. datoa· ·••• rill/ meo>oro.n<IWD to 

llr, 1!&6111 of l>ooembor 27 • 1937 • Po 3 , Par . No . 2J P• S, Part • lloo 

6 """ 6) . 

.:.ss 

Regraded Unclassified



- ll -

7) Preoiaely wbat OG'IIl4 be 4ou to l••• itle 41tt1oalt1M 

that would bl oiUI .. 4 by the tailure, UIUI.er the nw plUl, ot the 

~Mom• tu d&tN to oo1Do14e with the 1Dt•••t and Mturity d&tM 

of the autatandiDC 4ebt1 (PrMa&bly both the llurMU ot the Bud,et 

... the DiTilion ot ReaMI'ob 'II'INl4 ba't'e aoae 1Dt-t1on on tbie). 

u. 
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London, January 19, 19~8. 

StrictlY Confidential 

Uy dear Kr. Secretary: 

Captain Inger soll ot the United States Na~ aailed 

ror t he United States on the s . s. Yanhattan yesterday. 

Na t ural l y, I saw~ when be was here and told him ot 

t he 1118saage you bad sent by me to Sir John Simon and 

tha t Sir John Simon had answered that he would be glad 

t o aee him. 

In turn , Captain Ingersoll intormed me that be bad 

talked with you a t the White House, and that be bad told 

you he had •really nothing t o say t o Sir John Sicon• and 

had arranged w1 th you that nei tber be nor I woul.d re­

quest eo lnteryiew with Simon, but, i t the 1nitiat1Ye 

were t aken by Simon, be 'Mluld meet w1 th him and be 

"prepared to listen.• Captain Ingersoll turtber 

s ta ted that in hie meeting with Yr . Eden upon hie 

erriyal and in hie subsequent oon•ereeti one a t the 
British 

':be Honorable 
Henry l.:orgentheu, Zr ., 

Secretary ot The Tree.urf, 
Waablngt.on , D. c. 
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Br1t1ah .ualnl'7 110 -uoa •• •4• of uy eoaU.­

plate4 iDterYtew wit• S1.oa. 

In the elreuaatuoea, I, of aouroe, took no aotloa 

and the Chanoellor of the bohaQuer , who returned rro. 

tbe R1T1era on Jenuary 8th, d14 not ~~aka any moTe, al­

t hough , beyond the aha4ow of a doubt, he knew of cap­

t ain Insoreoll' s preaonce in London. 

BaepeottullJ yoara, 

k ~=-- 0_....~:.""._.:::-
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Strictly Contidential 

The Honorable 

Henry Morgent hau, Jr ., 

Secretary ot Tbe Treasury, 

Washington, 

D. C. 
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t:ra. notz. 

Stri~lx Cont14ent1el 

The !'onorable 

Henry Morgent hau, •r. , 

Secretary or The Treasury, 

\lashing ton, 

D. C. 
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j~JJP •t.t.TING (S!:.C!te1ARY ABSENT) 

Present: llr . llagill 
Mr . T!lylor 

January 20, l 9J8 . 
9 : JO a .m. 

U}hldl: 

Oast .>n : 

hylor : 

Gos t on: 

'hylor : 

Gost.>n : 

llr . Gaston 
.:Jr . Lochhead 
ll r . Gibbons 
/.!r . Opper 
!Jr . Upham 

,,ell, Wayne, my old "potato," how are t he br anch bllllks 
co.ning along? 

Lvcrthing •s perfectl y lousy, t hanks . 

•see ~next speech for details," huh? 

~1d you see Jef ty? 

I naven't been ~ble to see him yet . I ' ll see him 
tnis morning . He didn ' t send t hat back? 

No, he dian 1t. 

I ima~ine he was r easonubly busy yester day. 

I !mh~!ne so . 

I wonder Hher e Uac is this morning . 

I oon 1 t .mow . 

hmong other things, there are two large counter va i ling 
duty cases tnat appeared on my oesk last night . They 
picked a couple of uanay countries to produce t hem on -
one of them Gr eat Britain ana the other one Australis -
right in the middle of a negot!Ltion of a trade agr ee­
ment . 

You r ecull on that Great Britain case He wrote 
to the State Depar tment; tney said would we please 
hold it, becaus e t hey wanted to tel l t he Bri t i sh it 
was coming . And we did hold it up and they di d tell 
the British, and the British wrote back and sai d, 
"By Jove, ver y i nteresting." And that was thil end 
of that . The State Depar t ment t hen wrote us and 
said, n,ve have no further desire to have you hold 
it up . " I t seemed to me under the circumst ances we 
h~d nothing to do - t he law is perfectly clear - but t o 
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T&ylor: 

:Ia~; ill: 

op.,er : 

Gibb->ns : 

'!'~oylor : 

~a~:ill : 

U~hnm : 

ll&,;ll l : 

Gibb~ns : 

:lag ill: 

H . ~ . Jr: 

l!ngill : 

H: • . Jr: 

n.:J. Jr: 

202 

- 2-

go hhead ond slap it on. 

I thi~ I 1ll check again, just to be sure . 

The dear British aren' t up to something , are they? 

They 1 ve probably been doing this for bow long, ten 
or twenty year s? 

It isn't quite tha t bad, but it1 s an order in Counsel 
for - about two years old . 

••ha t does this lolexican situation this morning mean? 
Junped the tariffs one, two hundred percent . 

On, it ' s a furtherance of Lhe good neighbor policy . 

(Hearty laughter) 

I was wondering if thnt was it . 

Preserve the moral integrity of democracy . 

lie buy their silver a nd they Jump the t ar iffs . That 
makes us even. 

Certhinly out of a cle~r sky, wasn' t it? 

(?bone r ings) 

Archie, warm up the machinery . 

(On phone) Good morning. 
Yes , s ir . Bow are you? 
l ot of snow down there? 
do you want to s peak to? 

Good morning, Henry . 
Tha t ' s fine . You got a 

·•ell , .• e have here . Who 

ooell, I want to talk to Oast;on, then I want to say 
something to Upham e minute . 

You want to be on t he loud-speoker? 

Just as leave . 

All right, you are now on . Archie bas got it in fine 
working order. 

Is Archie there? 
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!lag ill : 

Gaston: 

l! . :J . Jr : 

Gust on: 

H . .J . Jr : 

Guton: 

h . ..: . Jr: 

Goston: 

H.Y. Jr : 

H • .I! . Jr: 

Guston: 

Y, " , Jr: 

Guton: 

li • .l . Jr: 

Gas t on: 

H.'' . Jr: 

Gaston: 

H:J. Jr : 

Gaston: 

Archie ' s here. 

(On phone) Hello. 

Hello 1 Herbert . 

Oood morning . 

203 
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Herbert, I ITish you ' d t ake o look at the Calirornie 
papers , beginning, say, *ith Thursday . 

Yes, sir . 

J.nd try to see ir - wh&t the coiDlllent and what the 
t r end is on bank holding companies . 

):es , yes . 

I f a ny particular paper has be6n taking it up one 
.vay or the other. 

Yes . 

J.lso on O' Connor, wha t their ideo is. 

Yes , yes . 

hnJ wnen you look at the papers look at some of the 
papers like- whatever they call it ••• 

Sacramento 

Yes . 
• 

~tcramento, Stockton, so on . 

Yes, as well as Los Angeles and San Franci sco . 

Yes . 

But I ' d like to know what the trend is, if they have 
uny a ttitude . I mean whether Hearst i s for or tgainst , 
just how t hey line up, on the bank holding thing and 
also on o•connor . 

Yes, yes. 
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a.li.Jr : 

Gaston: 

R.II . Jr: 

Gaston: 

S.;l. Jr: 

Guton: 

H.'A.Jr : 

Gaston: 

e.u.Jr: 

Gaston: 

B.li . Jr : 

Gaston: 

!l.:: .Jr: 

Gaston: 

H.!a! .Jr: 

Magill : 

H.1oi . Jr: 

llagill : 

H.u. Jr: 

Lochhead : 

H . ~ .Jr: 
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Please wa t ch that. And will you keep the clippings 
up-to-date on Mexico tor me? Please . 

Yes, yes . 

That ' s all I got. Vlhet ' s new? 

Nell , I have a letter here from a man named Callahan 
in Louisville who is Chair man or a committee giving 
a ban4uet to Senator Barkley on Saturday evening, and 
they ' d like very much to have a few lines from you to 
be read at the banquet. I prepared a telegram. 

H l right . -If you ::ant me t o, I'll re•d 1t to you. 

No, I 1ll take it as you wrote i t. 

hll right . It's suffi ciently fr i endly, I think. 

I feel very friendly towarus Senator Barkley . 

Yes , all right. 

~o this telegram, whatever you wrote, will be sincere. 

All right, very good . It' s sincere . 

hll right . All right, Herbert. 

Somebody next? 

Hello . 

Hello . 

l'lho 1 s this? 

This is Magi ll. You want Archie? • 

xrohie . And I want to talk t o Taylor and I want to 
talk to Upham please . 

Good morning . 

Hello . 
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Lochhead : 

H.:J.Jr: 

Lochhead : 

s.J .Jr: 

Lochhead : 

a.:: .Jr: 

Lochhead : 

H.M.Jr : 

~ochhead : 

Lochhead : 

l! • .I .Jr : 

Lochbe&d : 

H.:.! . Jr : 

Optwm: 

H.II .Jr: 

H.:i.Jr: 
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The French situation is sti ll quiet. The f rancs ar e 
holding steady . I don' t think they are gaining much, 
but they didn' t gain anything in our lllBrket yesterday; 
but at the same time they are not losing much. 

Good. . 
The sterling is holding steady, and silver probably 
wi ll be off a little bit from yesterday , but still 
fa irly hearty. 

All right . 

Now, the one thing on security purchases - Grea t 
Britain, Netherlands, and Switzerland are still on 
t he buying side, but France went on the selling side 
for the second day with fi ve hundred thousand. 

J.ll right: 

So i~ may b e a favorable sign for them. 

A f avor able? llhy? 

."/ell , they possibly may be t aking some of t heir funds 
back t o their own c ountry. 

Well, you're an optimist. 

•lall, I have to be occasiorudly . 

O.K. 

Now lolr. Upham . 

Good morning • 

dello, Cy . 

Good morning . 

\lhen I come back llonday, I wish you ' d have me a little 
treatise on what you would do if 1t was up to you in 
connection with bank holding companies. 

All right. 

Your own ideas . 
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a . ~ ·Jr: 

Opho: 

a.J .Jr: 

UphlllD: 

a.:&. Jr: 

Upham: 

B.U.Jr: 

Taylor : 

S.>i . Jr: 
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O. K. 

I mean don ' t make it too long. 

J<ll right . 

206 

But first what your opinion would do and then what's 
the thought on various alternative steps ·A:hich m.ight 
or might not be taken, whether you agree with them 
or not. See, I 1d like first your own opinion, you 
see, a nd then if you' re going t o do anything you can 
do A, B, C, But I ' d like to have your own. Didn' t 
you write a book on it or something? 

Oh yes. 

All r ight. Will you give it t o me? You get what I 
mean. I 1 d like to have it Uonday. 

Fine. 

Please . 

You want Wayne? 

Pl ease . 

Good morning. 

~ayne, good morning. I r ead your telegram. 

'raylor: Yes . 

B.J . Jr: 

Taylor : 

H.li .Jr: 

'l'oylor: 

li .!l.Jr: 

And I was thorougnly impressed and deflated. I 
didn't know our sell ing cost s wer e so high . 

Yes , you've got a lot of bandits a rounu here . 

I wouldn't want to send them any l etter till I get 
back and get a chance to discuss it with you. 

All right. 

Because if the thing - if that's the way it is- I 
mean I would want you to consider cancelling all 
advertising for April , Uay, and June. 
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Taylor: 

a.li .Jr: 

Taylor : 

B.J .Jr: 

Taylor: 

B.:i. Jr: 

Taylor: 

a . ..I.Jr: 

1aylor: 

a.:.l .Jr: 

Taylor : 

H.M.Jr: 

Taylor : 

B. II .Jr: 

lay lor: 

B . ~ . Jr: 

Tayl or: 

a .:I . Jr : 

1aylor: 

B.lt. Jr: 
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•le have alr eady done it tor that. 

All advertising? 

207 

11e have planned to cut - see , we •ve got the stuff 
only prepared up through March. 

Yes . 

hnd we 1 re planning to stop everything atter Karch. 

hll magazine adverti s ing? 

Yes . 

Oh, I didn't know t hat . As ~ r esult or this? 

Yes . 

Di dn ' t you have the money for it? 

Yes, we •re all right on that , but they can use it 
other pl aces, you see . 

Well then, in view or this you have cancelled 
April, May, and June? 

Right. 

Well then, you are one step ahead or me. I wouldn't 
want any letter . I'd let her go. 

Jus t l et her go. 

Jus t let her go. The only regret I had i s that the 
committee had to point this out t o me . 

l'lell, it ' s a question of being Columbus, isn' t it? 

Well .•. 

1'/e haven't got anything t o apologize for on tbe 
advertising . 

It•s -I surely can' t see myself writing a letter 
defending national a dvertising, in view or what they 
heve said. 
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Taylor : 

H.M.Jr: 

'i~ylor : 

H.l! . Jr: 

o.JI . Jr: 

'ieylor : 

H." .Jr: 

Taylor : 

H . ~ . Jr : 

'fbylor : 

a . ..! . J r: 

d . ..i . Jr: 

hylor : 

a .• t. Jr: 

Ta~lor : 

llagUl: 

" ., J ..... r: 
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"ell, of course, it could be said t ha t you had -
tha t we bad made an original mistak e , and I don't 
think there was any origina l mistake . 

1'/ell , I think it' s one of t hose things t hat can 
res t until I get back. I 1 d let her r ide . I wouldn r t 
do o~thing . I s that agreeable to you? 

... u1te . 

J.ll r igbt. 

Jus t a minute . B&ve you gotten the New York Times 
tnis morning? 

Yesterday ' s , yes . 

,.'ell, t his morning ' s 

I 1ve got rVednesday ' s . 

'Hell , this morning ' s - wby, the Mexicans have just 
been perfect l y dandy. 

Have they? 

Oh yes . 

lihat have they done? 

.'!ell , they've increEosed all a u ties God tCnons how much, 
tney •ve slapped tne oil companies, they ' ve apparently 
done a very nice, complete job. 

Is that right? 

Yes. I haven ' t confirmed a~ of it from the State 
Department, but it •s • •.• 

• 
Is the story by Hawtb.ol'ne? 

Yes . 

No , it isn ' t he • 

• lel.L , maybe the story is £S accurate as .. hat he said 
a bout ool' teking the peso . 
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a.II.Jr: 

Taylor: 

s • .:! . Jr: 

Taylor: 

a .II. Jr: 

taylor: 

B.ti .Jr: 

Taylor: 

B.M.Jr: 

Taylor: 

H. ll . Jr: 

•a; lor: 

li .:I.Jr: 

taylor : 

B .... Jr: 

H.:.! . Jr: 

Taylor: 

d • ..t.Jr : 

Taylor: 
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Supposedly based on a decr ee- it' s a series or 
decrees - but it looks awtully bad . 

Well , I'd find out about it . 

Yes. 

~e unfortunate if they have. 

It's ln all the papers. 

Uh-huh. 

239 

And it' s mostly to- supposedly to take care of the 
balance of payments position. 

I see. 

J:lut they boosted the duties a hundred and two hundred 
percent, and there seems to be a little discrimination 
against our stuff . 

Against who? 

hgainst us. 

Nice people. 

Vlhat? 

Nice people . 

Ob yes . 

//ell now, '.'layne, ple11se :teep the French situation 
s teady until ~onday , will you? 

I've got that in good shape. A couple of others I'm 
not so sure about . 

hll right, Wayn6. 

Who do you want? 

lloes anybody knoW now Clarence Opper ' s getting along? 

Be ' s under the couch over here. 
him out . Want to talk to him? 

I think I can get 
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d.ii. Jr: 

Teylor : 

Gibbons: 

Taylor : 

H.:4 .Jr: 

Taylor: 

l~gill : 

H.li .Jr: 

llugill: 

H.li . Jr: 

ll~gill: 

d .... . Jr: 

:.!agill: 

H.J . Jr : 

l!agill l 
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No , I Just want t o know when his name is going to 
come up . 

Any dope about that?. 

2~0 

I don't know how it will come out ' of t hat co mmittee . 
I t ' s been sent up ther e . We saw about ten of the 
fellows , a t least, on t~e committee. 

No particular news on that so f ar. It seems to be 
in good shape . 

.. n right . 

Ros . 

Uoes -~hoey want to t alk at me? ... 
• he nearings on the t ax bill are s till going a long, 
and I think you may be glad t o know that we overlooked 
u be t her e . 

No . 

Mr. llor is Duke appear ed yesterday, and Mr. Duke says 
tha t if we would do away with all the taxes on him, 
it would be a better world . 

1 heard t ha t on the r adio l ast night • 
• 

On, you did, eh? ,\ell, I'm sorry ; you're ahead of us . 

I •ve been listening every evening to Lowell Thomas . 

~o you put on Wr. Duke . He said he and Doris are 
worth 50 millions between t hem. 

50-50 sandwich: one horse, one pig . 

Be changed his tes t imony after he got that out. He 
s t ar t ed out by s aying, apparently , that he had 50 
million dollars of t ax-exempts; t hen he didn ' t think 
that sounded so good, so he said the whole country 
had 50 billion of t ax-exempt s outstanding, l eaving 
himself out. 
Cy tells me he had a fe llow up there by the name of 
Czerwonky, or something like that, who s a t next t o 

Regraded Unclassified



g,!l. Jr: 

Yagill : 

H.I!.Jr: 

llagill : 

H.ll.Jr: 

!Ia gill: 

l! .LI . Jr: 

~a6ill : 

Uptuun: 

Upllllm : 

Tayl or : 

Upnam: 

lla61ll: 

., 

211 

-11-

hlm and told him what to s ay. That was convenient. 
Kind of a Charlie KcCartby act, I take it, with Kr. 
Duke in the position of Charlie. 

I see . 

Apparently very interesting . I don ' t thin~ there i s 
anything else very exciting around here . I try to 
keep Taylor in hand. The boy is pretty Jumpy, but 
then, I manage to keep him pr etty level. 

Taylor ? 

Yes, Taylor . You know how he is - excitable, 
irritable , and everything . · He and Archie both 
are r a ther disturbing i nfluences when you ' re not 
here . 

I see . 

•• ell, I hope you have a 600d week-end . We• re 
pretty near ly there . 

All right . 

Good luck . •Bye . 

Uo you (Taylor) knoN Czerwonky? 

Oh yes . Be's a mechanical engineer . 

One of those engineer economi s ts . The neNspaper men 
noticed him first. He sat doNn beside Duke and as 
uuke read the statement Czerwonky would sit there 
moving his mouth, obviously repeating word for word 
whet Cromwell was saying, and either he had Nr i tten 
lt or learned it by heart . Very interesting . 

II ell, you kn:>W this book • •• 

Uefense of capital • 

.•• that Cromwell wrote. Whatever it might be, I 
suspect tha t Czerwonky, i f be ' s appearing in this 
thing - that he ' s toe guy that wrote it. 

Well it woulo seem to me that James B. R. Crom•ell 
need; a public relations counsel about es badly as 
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a nybody I ever saw. ~o me, the most amusing par t 
of the whole thing was old man Doughton, who neither 
smokes nor dr inks, asking Cromwell, after Cromwell 
hud said that he would abolish the income tax and 
est ate taxes and substitute a sales t ax - old 
Doughton peer s over and wants to know if he would 
have the same amount of t ax on food that he would 
have on l i quor a nd tobacco . 

•Same t ax on bread and meat fS on ci garettes and 
li~tuor?" 

And Cromwell s ays , •:ies , sir l" .Yel l , tha t w&s 
certainly a honey. Wus Czerwonky moving his lips 
ut th&t time, or did James figure tha t out on his 
own? 

i>ell , curi ous ly enough, Czerwonky mouthed the answers 
to questions as well as tho mnin statement. I don ' t 
.<now how. He 1 d say the same t iling silently th& t 
.:romwell sai d out l oud . 

~ase of mental telepothy. 

He ' s pr obably l earned lip-r eading. 

Did you get c. ny i mpressi on of t hi s fellow Cromwell? 
I s he himself smart, or •• • 

••ell, he seemed to know his story pr etty well . He 
uns•11er eo questions very well for t he most part . Be 
seemed pretty stupid about it all ; I mean •• • 

Re must have been. 

But for what he had to say! he seemed to •••• 

He was probably t~e bes t witness you'll have up there 
for the program . 

Oh, I was delighted from the point of view of the 
committee beca use the boys have obviously been get ting 
quite irritated because they haven't had any good red 
meat in the last two days. 

Yonen a re they going t o call General J ohnson? 

.'lell, General Wood • •. 
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11eneral Wood goes up there tbis morning . 

You better run on along up there . 
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I don ' t think you' ll have the slightest trouble in 
getting Mr . Cromwell, or Mr . Duke , to testify about 
anything a t any time . 

I guess not. Why don ' t you call him in on this 
whole bank holding company thing? 

Oh, he ' s busy. 

"ho ' s that? 

olell , that's all solved now, anyway , if I can get 
eny time t o ••.• 

(Upham leaves) 
Yes. 

·aerb, you got anything else? 

I don 't believe so . 

Baven•t had any letter from MacFarlane for a dey or 
two, have we? 

loell, l Just :;;igned on tne one that Cy ••TOte here 
yesterday or the day before . 

Well , that's good. 

Archie? 

!he story I gave the Secretary about covers everything 
we have this morning . 

Nothing dis turbing me . 

Clarence? 

I ~ven't anything. 

Strange peace prevails. 

4he calm before the storm, probably. 
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By the ~ay , Herb, there has been an occasi onal 
r ipple up there in tha t committee about this 
Soci a l Secur~ty money . 

Yes . 

I imagine t he Republicans may want to lay into 
tha t in some wav.. 

J. es . 
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I s there anything more t ha t needs to be said besi des 
that statement tnat you gave them during the executive 
sessi ons? 

Guston: lh&t wasn't 8 very complete stateoent on the t hing . 
ol e h&ve 8 memorandum t hat we ' ve been using in reply 
to l e tters t hat explains ho•v t he Tr easury handles 
these funds , a nd we a r e also carrying now on the 
daily Treasury s t atement a complete statement of 
r eceipt s and di sbursements , segregating Titl e 8 and 
'litle 9 t axes , showing jus t how much funds ar e on 
hvnd, whe t ar e t he investments of t he different funds, 
ll n<.l so on, - 'llhll t a r e the payments .• • 

U&&i ll : ~r . Parker inquired about it the other day end Reed 
has been asking about it from time to time . They 
naven•t asked any speci f i c q uestions, a s f ar a s I 
can see, but I t hink it might be well to have soaething 
in the "kitty" to 8 i ve them in the event the t hing 
breaks out again. 

~J~hb~tu : I tnink Ne have a copy of t hat letter . ~ight send it 
up to my ol d boss, Percy J ohnson. I noti ce at the 
snnuel stockholder s ' meeting yesteroay he outlined 
the immor&l manner in which the Government was handling 
their security t axes . I ' d like you t o r ead th6t . 

:.l&t;lll : ·•ell, the mai n thing wi th t his coauni ttee mor e generally 
would be pointing out what l assume is t r ue, t ha t the 
treasury has done wha t the law tells us to do . 

Gllstou: J..xactly , yes . 

~toe ill: Th& t may be wr ong, but anyway t ha t 1 s 11ha t we 1 ve done • 

~&ston: Ther e ' s only one point where there is any opti on 
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a t all . See, the old age reserve account has t o 
yiel d three percent, and we can i ssue special s or 
we con buy on the marke t. If we buy to yiel d three 
percent - of course , t hey have been unabl e to buy to 
yield t hr ee percent. On t he unemployment trust, the 
inter est ra t e i s fixed by a differept method; i t i s 
fixed by the average r a te of i nter est on t he public 
debt, a nd it i s the nearest ei ghth one-eight bel ow, 
a nJ that figure at the present t ime i s two and a half . 
,·;ell, there have been a few times when we could have 
bought securi t i es ou the open market to yield two and 
a nLlf, but ther e wouldn ' t be any sense to t hat, because 
we •d nave the cost of buying and the cost of selling . 

Uh-huh. //ell, I take it you ' ll be ready for them if 
they do come through with some specific question . 

Yes . • 

I haven' t anything else . 

l.lanny , of course, could ht ndle tha t ver y well, or 
Russell Reagh, 1f t hey wanted £• witness . 

Uh-huh . 

rlussell Reagh probably hes ol l ang les of the thing 
in better shape . 

Good . All right. 

Regraded Unclassified



,.c:oa .. AL M8EftV& • ANK 

01' N&W YOJitK 

CORRESPONDENCE 'IF 10, 118. 

SUII.IEc,IILII'IIa.J Wif ... l. 11ft 

ornMa 

I oalle4 lr. Cuipel at 10111 \oeq. le .-ned \ha\ tbe 

l&lift bad bee ta1rl7 aH4 11Bee ~· b11tutna ot ~~ "* ad \ha\ 

~· ud ble able \o bG7 -'erUaa 1IP \o a tw .S..\ea 810 11tle ~· 

~~~tn \lllllld end treea b"•• ratbe tr11l7 etfencl. I la.Ura4 -----. 
!lid bt uo11.b .. \b.ia ..... ..._,e \o ud 11bfther \ben •• ~ 

... 111 \ht aUuaUOD. le npl.ia4 he did ao\ \IUak eo '*' rather tel\ 

.u• \bt d•ead tor trmea real\1111 t~ lbon aalaa lan "* h .. 

.., bNI t1Ue4 md \hat tbla .atb!OD had ~eatore bee r.awed. 

I abo allted hill 11bfther he •• aaUat1e4 wUh \he ·~ ~· bat 

,., poUUoallT ed he r.,Ue4 he ...._h\ ~el'J'\h1DI •• •• 1004 u 

Regraded Unclassified



... &.D&"-AL ltDI:RV& aAHIC 

0# HIEW YOIItK 

CORRESPONDENCE DAT!rJ 'IF 10, Jf'f, 

SUBJIECn IS "I 11*1 ,..,. 1111 

•• or n•,'CI.__ __ _ 

lr. Caripel eaUM •• 1141 ~ \o aall bow \ha ~~ waa 

_,, .. 1D ... Iortl uw. I r.,uec~ \hft u waa oo •h• b14 alee d 

IN &/1, thd we ha4 "'lith' a-..n IU .•-'1 U,OOO,OOO ~aa, pn._ 

uoall.T all tJ'OIA Laiii'Cl or •~• (\be lat\ar •rk• ~ta• .... , 
with r.au.rd, Pari a). the lowen "'' waohecl here 11Aoe Jarepe 

tloa .. , I apla1Jlecl1 bed M.a IU "f/t. Bt •-ad rallWM b .... te 

bt had 11Zl4trnoo4 'ha' htDaa ha4 b- ofttrecl 1D \hll aartln 1JI 

\be aftei'IIOOn at below 11'1. Be r..,atnecl tha\ •• obaqe hh 'ba71JII 

tNv, 11hlob be hat ahe •• Ml'l7 1J1 \he eq, tr. Ut,tl (Ill "f/11) 

to l.a,eo (IN •• ) Wl\b Dl ]J.IIl\ 11 \o the ..,_,, 

'-•oc 

Regraded Unclassified



• 

I"RC."AL ... I:RV& a AN K 

OP NEW YORK 
• 218 

CORRESPONDENCE DAn I 'IJ' 11, 1111• 
S U&JCC:Tt fP "I +!M*'ftJM WZIJI 

••v or "''•· 

Ill'. Carlpel aal1e& •• ltOI ~ wUb Ntuw• to Ilia 

eult lo. M la wllioh he W en. .. dJ' .,U• of a 1I9Sy lbd.' 

,.,,,.4 ot a •ental llal,. 1lad be ..nod •• \a .. , ba aa~•, na 

.. llllT tnDu tor bla auam' • 111.10 •• \a ..U \h• .. 

1•.11. I -.,ldae& \Ma " W aa .. \bat •• trm \lao 't'ft7 

••• ot 1111 aa~•• 'llllt -.. M _, rna ao wl1a•• W p~ 

,.,e4 1\lall 1D \bl• -•• ao tar. lo rapU .. •hn ho ...a1• 

••4 •• DO\hor ealtla OOI'IriiUal \lao piNft•• ••• 

~I DC 

I 

Regraded Unclassified



, 

JR 

Secretary of State , 

51, J~nu~ry 21 , 8 p. m. 

GRAY 

London 

DatEd January 21 , 1938 

Rtc 'd 3 :05p. m. 

""OR TReASURY ::'RO' " BU'M'El!'iORTJ! . 
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One . The pressure on the franc ~~s f~ir1y hEavy 

this mornin3 ~nd due to the Bank of Fr~nct 1 s r efusal 

to e iv e s terling, except upon production of satisfactory 

tviotnc t of the bona fidE nnture of transaction, therE 

devElop Ed -t t onE timE tvro r atE trading, thE London 

r~tE being -tbout onE fr:mc abovE the "legitimate" P"'ris 

r -tt c. This sprt~d ~~s cltminattd about noon ~d thE 

control h'os opc--at cd a t varying rates between one 

hundred forty-ni~ E and one hundred end fifty- one five 

sl :mt sixteen. 

Tvro . The Bank of England hD.s restorEd a fiduciary 

issue to 1 ts prtv1o•Ul lev e1 of 200, 000, 000 pounds a t -. 
vthich 1t stood before being r 'lised by 20, 000, 000 pounds 

(ony 720 , HovEl'lber 17 1 6 o . m. ) to help buttress thE 

reserve ln the banking dtp-trtmcnt against seasonal 

d~-tnds f or currency . 

Three . The 1~37 bAlance sheets of the (*) "between 

th£ 
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thE five" bnnks show the biggEst rist in advancEs since 

their recovEry bEgnn four years ago, Each bank a chi tvtd 

en import~nt incrtast and the aggregate was 85,3001 000 

pounds or elEVEn pEr cent up on the year at 8491 800 

pounds which was only thrEE pEr CEnt below thE 1929 

record figurE , 

Deposits rtnchtd a new high record at 2, 030, 100, 000 

pounds but their r att of growth slncktncd during thE 
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yc~r; the b~nks had to r educt sEcurity and bill portfoliof 

and C'\ll money to mnkt VJS.Y for new advances; thus 

invEstments wert down by 20,900 1 000 pounds tht first 

reduction for six years, nnd monty markEt assets down 

by 54 ,7001 000 pounds . 

JOHNSON 

1ili'C : JLS 

r .. ·<'• 
• f • •• ... 

.. ·--·""'·-

Regraded Unclassified



PAM'UL P.lRAPJIRI.U OP T~ UCIITED 

J'ROX: .laer1oan •bauy, Paria, Prance 

DATI: January 21, 1938, 4 p .a. 

J0.1 113 

RUSH 

J'ROK OOOH!Wf. 
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Parte exchange marke~ ~hie forenoon wae somewhat punl1Jli. 

French control wae s elling eterl1Jli at 149.75 to 95. At the 

same time 151 wae b14 in London with no offers. 

It 1e my understanding that in Jew York yesterday nllll­

ing the control remedied the 153 rate. 

Th1e afternoon market ie quieter and the difference be­

tween the rate of 1 49,7E at whioh the control was giTiOS 

sterling and the rate of 151 . 21 at which transaotione were 

taking plaoe between brokers hae diminiehed. 

I waa told by operators that t his dilllinution followed a 

request made by Bank of France to brokers to deal at the 

lla..'llt of France rate only. The control itself increased ita 

buying rate for france to 151 here. The control also bad 

the Bank of ~land interTene on the London lll&l'ket at 151. 

The market bae been disturbed by the franc upset of last nllll­

i ng and the two diTergent ratee of tbie morning. How&Ter the 

situation ie oalaer ae tonigh~'e Tote of oonfidence for the 

Gournaent ie awaited. 

EIID 81CTIOI on. 
U:Ln 

BULLift. 

Regraded Unclassified



pAJUPIIRASI OJ' SIO'liOJS TfO AID THRD OJ' T:n.IGJW( 10. 113 
of Ja!lllllry al, 1938, fr011 Parte . 

222 

At 13 noon t oday I Yie1ted the Bank of France and 

confirmed officially by that hour that the control had 

yielded 600 ,000 pounds here and in London in an atte~~~pt to 

level the .arioua ratea. lly hiend said that this aaount 

could ill be spared at the present time eyan though it wao 

not very lar ge. Since the political crisis t he control 

had enjoyed three fairly good days in recoYer1.ng foreign 

exchange. There has boweYer been no genuine repat r iation , 

only short covering and cashing 1n when there was an urgent 

need for hancs. 

It has always been my friend's contention that the ex­

change market must b e entirely free . He fears that contin­

uation eYen of present rulea of giving foreign exchange 

for bona fide coMmercial transactions only may make it bard 

to prevent deYelopment of exchange rates other than the 

control ' s rates . I n addttion, ehould there be serious labor 

or other troubleo , people will be yery much worried i f their 

funds cannot be t ransferred abroad. 

Becaus e of the rl.llllora of the past two weeks regarding 

prospect1Ye banking and oth er strikes, any Frenohl!len haYe 

( Osission) franc notes ho• t he banks and are keeping th• 

at hoae for ••rgenctee eY&D though t hey are not t rying t o 

t r ansfer th .. out of the oountry. 
Yesterday' e 
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Yesterday' • Buk of J'ranoe etatnent ae at the cloee 

of buainlll on January 13 lhowe4 no gol4 1011 to the control. 

No gold lose Will be shown on the etat~~aent ae of January ao 
which ie to be 1esul4 on the 27th, I1i hae thua been pouible 

for the control to reoo·nr enough exchange to pay back funde 

before iasuing a atat•ent. Hown-er, the margin of safety 

has been very 811&11, on one of the11 t wo oco&lliGDa aaounting 

t o only 11,000,000 france. 

The constant London auggesttone - eapeoially in finan­

cial news - that a much cheaper franc ie to be expected are 

a source of annoyance to the J'rllnch oontrol. It ie the 

opinion of my frienda that the present rate could be main­

tained i f the proper atepe were taken in the fields of 

politico and econoaioa. )(y friends argue that the fact the 

frano did not decline fUrther during the recent crieia 1a 

pr oof of general acceptability of the ll"fel at which the 

franc ia at present. 

EliD IIJ:s8AGJ:. 

!l:Ln 

.. .... 
,., ~, ... , 

BULLIT!, 

' , f , •• 
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Gr!OuP .u:.LTHiG (SECIU.TARY ABSENT) Janus~y 21, 1938 . 
9:30 a . c . 

Pr dsen t : 

:.taeill: 

Tfylor: 

..:agill: 

GLston: 

:; 1bbons : 

''tcilL : 

U~hu n: 

~r.£il t : 

U~n· ~" 

Wr. llagill 
r.lr . Taylor 
i.!r . Gaston 
Mr . Locllhead 
!Jr . Gibbons 
Mr . Opper 
Mr . Upham 
Mr . Bell 

Wha t do > OU {Taylor) know? 

(Nods notning) 

Herbert? 

.'/ell, I don't believe I ltnolf a thing . 

.lvyne , Clarence ana I have been conferring a little 
bit on what the Secret ary wanted about the holding 
companies Monday . I suppose Ne ' ll have something 
for him, won ' t we, Vlayne? 

I hope . I' d like to borrow llr. Upham for a period 
touay . 

Jn this bank holding company. 

You say you're going to hbve something Konday? 

.;e w&nt to borro11 you for it. 

All aepends on you. 

~le ' re told we• 11 have so:uething fo r Monday . 

Is Shaw up there with you or not? 

Over wi th the experts. 

//ell , he could be spared, couldn' t he? 

kS f1.1r as that' s concerned, Uintz doesn' t need any 
help . 

He doesn't? 

llo . 
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How much do you ( ! aylor) need Cy? I don' t mean how 
much, but how long, r~ther? 

a al f an hour or an hour. 

Tha t ' s easy . 't'lhy don't you do it? I don ' t think it 
will be f at al up there. 

All I do is circulut e , end if the committee wants 
a nything , why, • •• 

Wel l , I t hink t he circula t i ng i s very useful. 

Oh yes . Sure, I' ll s t ay down here all t hey want. 

.;ny don' t you f igure on t he hour you could l eave 
tnere to the best advantage? 

1/hy oon' t we oo i t around lunch t i me? Would you 
mi s s much down there t hen? 

Only one thing about that, Wayne . I f it were 
possi ble t o make i t a l ittle l a t er in the day, I 
would hope to h.ave our second uraft r eady by, s10y, 
half past two or three . It might be mor e hel pful 
if Cy could actua l l y l ook a t tnt t r~ther than Just 
t a lk ·about the general sub jec t. Is it possibl e? 

.. ell , I ' m busy a t 2 : Ji> f or an hour or so . 

Ho.t a bout f our o 1 cl ocJt? 

Fi ne . 

>~e ' ll star t a t four, then . 

Oh-huh. 

Four? . 

Yes • 

~teve , anything new? 

Some of the f ellows i n J etty ' s offi ce arc t alking 
about givi ng him and Prenti ss a fare~ell dinner, Lnd 
they've a sked me whether any of you fellows would be 
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interested in ·a luncheon Tuesday. I don't know 
where it would be . They haven ' t worked up any 
details . 

You mean would some of us want to go? 

22C 

Yes. Just some of his Treasury associates and the 
f ellows in the Comptroller ' s office there . 

:lure , I sboulQ think so. \'layne, you ;o~ould want to go. 

Yes . 

Yr. Diggs is t he one that ' s .••• 

That ' s a different thing than l(r. JJiggs' breakfast. 

That's on Sunday. 

Sunday, yes. 

Hel lo, !.lac. 

Hello, Mac. 

(MeR comes i n) 

I '11 t alk t o Diggs. I just simpl y 11anted to get. 
your .... 

Sure , I should think somebody would want to go. 

Wayne, have you beard anythi ng about this 
the President's having witb business men? 
f ellow in to see me yesterday and he says 
a l l walking o~t and laughing a t t he i dea , 
isn' t getting anywhere . 

No . 

conference 
I had a 

they 're 
that he 

I'll check on i t again. This came from the vice 
president of .an insurance company. They say he ' s 
nuts , and laugh ~bout it - that it ' s just talk and 
nothing concrete. 

r haven't seen anybody that's been to -I haven' t 
seen onybody since they ' ve been to them. 
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You're not going to get very far with a conference 
s ucn as they had yesterday of fifty members of the 
Business Advisory Council, and I think tha t 
suggestion •• •• 

Ui d anybody hear Girdler last night on the r adio? 

No . 
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He ' s the head of the Republic Steel. I was working; 
I di dn' t hear him. Maybe I can get a copy of his 
speech . You (Taylor) ~ight check around, see what ••.• 

• Valey-Eat on had a di scuss i on of those in their letter 
t his week that presents ~uite a different point of 
vie~ on the thing, end I think t hey t a l ked to several 
people . Surprisingly fhVOrbble reaction they got. 

The press on it ha s been right f a vorable . 

Nell , t his - he's the vice president of an insurance 
company . Young fellow - Superintendent of Insurance, 
State Insurance Department . Has usually been right . 
Just uropped in to see me yesterday. 

11ho ' s tha t, Jim Madden? 

No, he ' s from Ohio . ~ protege of Donahey . Very 
s~nart young cnap and usually gets t he r ight oope. 
You ~ow, these fellows will say out 1n public one 
t hing and behino closed doors say another. I think 
he ' s getting the rea l l o•- do.m; I don 1 t know. Hard 
to get the right r eaction to it . Tba t' s all. 

uel l , I can declare a l l you fello>'IS in on the luncheon, 
I suppose . 

'.'lell , tha t wasn ' t what we said, but t hen, it ' s a good 
idea . 

Well, I • m asking you. I'm asking you. 

Archie? 

The French situa tion i s a l ittle uncertain. The 
francs have been nervous yesterday afternoon and 
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this morning, and they see~ to reel that they 
will get a vote of confidence today, but 1t' s 
not a solution of the question yet. 

One inter esting point was that yesterday afternoon 
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the French f or ced the market up a littl e bit over 
here . They &sked us t o r aise the r ates up and we 
forced the francs up here to about $ .0334 . It cost 
them about a mill ion dollars worth of exchange t o do 
it. And then t his morning it's eased off again to 
$ . J331, and t he indications we get are that they ha ve 
csKed tne b~s on tne other side again to investigate 
tne transa ctions to m~ke s ure they• re commer cial . b~ 
lt snows that t hey ' re trying to get an effective 
strength, but they •re meeting & little bit more than 
they want to handle . 

llha t will the Securities And Exchange Commission say 
about tha t? 

Haven' t got a French commi ttee . 

"llY more about foreign purchases and sal es? 

The Briti sh and the Dutch and Swiss are still on the 
purchase side; the French or e again on the sale s ide . 
uut on balance the f oreigners continue to buy American 
securities . 

:.ell, tney ' ve got the ri8bt idea: buy 'l'hen they 're 
lo<~~ . 

h t toeir low, you s ay? 

Uh-huh . Don't you think so? 

Can we depend on that? 

Lf so , it' s good informa t i on. 

He said when they ' re low . 

I was trying to •••• 

nos said buy tnem <lhile tney 're low, didn't ~~ted 
The implication ls there. That ' s what Danny 
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to get; he wanted to be sure. 

I just wonaered if they were on bottom. 

I 1m just going by all these charts that Research 
ond Sta tistics prepares, all of which have a little 
wiggle on the end pointing up . 

• he only thing they do every week i s move it forward 
one week, huh? 

Cl ar ence? 

Thi s i s a matter of general interest . The Steep Bill , 
~roviding for liberaliza t ion of permission to reproduce 
JOS t age stamps, was unexpectedly passed by the Bouse a 
couple of days ago; it h~d a lready been pas sed by the 
::>enate . It is on i t s NBY t hrougn for the President's 
s ignuture . It permits the Secr etary to issue regula­
tions ea sing up on t hose pretty stringent limitations 
t ha t ha ve been in the law for about fifty years, Emd 
we 've gotten up some regula tions , and will have them 
ready in a day or so . 

1her e is something in tha t law about an official 
publication of reproductions , isn1 t there? 

nell, tnere is E.n of f icial publica tion, but 1t 
doesn 't print r eproductions, it Just prints descrip­
tions . Tha t's already been done . ~s a matter of 
fact , th~ t catalog has been out for about siX months . 

i<ell , t hey had repr oducti ons - had pi ctures . 

lhey did have pictures? 

Yes, t ney had pictures . Had black- and- whites . 

l ha t was the big point . 

Your shop went into the ques tion of whether we could 
print the black and white reproductions , and I t hink 
the decision there wa s that the Tr ea sury was no t 
subject to tne law forbiudi.ng that. 

I didn't recall whether t hey were a ctually in the 
book or not . 
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Oh yes , they bad pictures. That was the chief 
value of the book. 

But a t any rate • • •• 

!low tne Scott Stamp and Coin Company can publish 
pictures too, if the Secret ary says they can . 

Yes , but they have to be off-si ze . 

Off-side? 

v ff-size . Bigger or littler. 

~itner smaller or larger . Ro ve to have a line 
througn tnem or anything? 

23::3 

J;>;>er : No . "11 you're going t.o r e<tuire is t bat they cant t 
be the same size as the stamp . 

~•,gill : Such generosity should be • •• 

Lochhe~d : "ill it be printed in only black and whi te? 

Op,.er : t;eg pardon? 

~ocnuead : Aill it be printed only in blcck a nd Nhi te? 

JNcr : Yes , only printed in black and Gn.ite . or course, 
we •ll nave to clear with Secr et Service and dul l and 
al l those fellows ; but we >tent Just as f ar es tne l ew 
i)ermits us to go in ara.ftlng tne reguls tions, on the 
tneory tnat t hat was tne way t o get the question 
s t arted . 

~agill : Just the nay you ao on tne income t Ex . 

O~yer : That was all I bad . 

:.:Lt:i tl : Cy? 

Upnrm : Incid~ntally, tuere was a good deal of bar d talk 
yes terday about the Treasury going further t han the 
law permits in their income t ax regula tions. 

~a£111 : Well , as Clarence has jus t said, wnen t hey pass tbe 
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the door then and Ne go the limit. 
kicking about, what part of the 
Just the whole book? 

Probably don1 t know. 
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,/ell, I think t hey had reference to one particular 
one ; I t hink 1 t was in connection 'oil th 102, but -
tney Nere pretty general anyway. 

(Phone rings) 

(On phone) Bello . 

becretary. Mr . M&gill . 

Good morning, Henry . 

Good morning, Ros . 

How are you, sir? 

I •m bett er , thank you. 

o'lell, that's good . You were better yesterday too . 

olell, I've still got a little trouble in the beck. 
Dut it's all right . 

nell, I hope it will clear up in a day or so . 1/ell, 
all the boys nave got tnelr sn1n1ng morning faces 
a round here . 

Vld tney use I vory Soap? 

I think so . I•m not sure about Clarence, whether 
he did or not , but tne r est of them seem all r ight. 
Clarence, I think, used Pelm Olive • 

No, Lux Flakes . 

Haven't been able t o produce anything very exciting 
except that Archie has got a very few words of 
cheer . 

All right. Is Bel"l present? 
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He's there . 

i/hen I get t hrough, I want to talk to him. 

He came here late, but he got here . 

They ' re al l very chipper? 
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They look so . Particularly uayne. He 's been 
putting the beat on the bank holding companies; 
says be ' s got them licked t o a frazzle. 11ant to 
t alk to him and have h.im tell you in his own words? 

hll r ight. 

•layne . 

Hello . 

Hello, Wayne. 

Good morni ng, Henry . No particular news except I 
think I 've got f allen arches . 

Got what? 

~allen a rches. 

~ell , the only way to cure them i s go south. 

'ft'ell, we ' ll find out. 

.1ell, what else? 

hverything else just about as it was yesterday. A 
little flurry back and fortn, but noth.ing happening. 
Our f rench boys go f or tneir vo te of confidence 
today . 

Got your bank holding tning all lined up? 

No. 

You haven r t? 

No, we ' ve got some - we've got some stuff on it. 
Clarence will have a bill tbis afternoon, and we ' re 
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going to have a session with Cy and Herbert. The 
Comptroller is a little hard to g et at these days . 

I see . Well , I wonder how he 1ll feel a s the potential 
candidate for Governor in regard to this . 

~aybe we better not take it up with him. 

Uh-huh. Well, I go t another letter from him. 

~es, ne 1 s very pleased a t your telephone conver­
sation . 

I think i t ' s unfortunate the way t he President worded 
his let t er t o him - that he said he should devote 
part of his time to the Comptroller ' s job from now 
until t he time . 

Uh-huh . 

Wha t? 

Well , I don't think that makes much difference. 

No . 

l t• s only sixty days . 

hll right . The Comptroller was sweet . 

Oh, very. 

But here ' s t he last for you and Bell . Am l on the 
loud-speaker? 

Yes. 

I got a letter dated J anunry 19 from Jesse Jones 
about this interest business, you see . 

Yes . 

And a t the bottom, in his ·own handwriting, he says 
"fie snould get started soon." Well , who the hell 
does he think has been holding this bill up? 

wbarlie Kc~arthy. 

Regraded Unclassified



a.:.t . Jr : 

1'uylor : 

H.:.I . Jr: 

Taylor : 

H .... Jr: 

T&)'lor : 

K. J. Jr: 

Taylor : 

i! . :.I . Jr: 

a . ..: . Jr : 

1'1o.;lor: 

a .1 .Jr: 

r~, lor: 

H.:.t . Jr : 

Taylor : 

H:~ . Jr: 

Ta;;lor: 

-11-

What? 

~harlie McCarthy. 

Have you seen this letter he wrote me? 

No . 

•'ell , I wish you and Bell would get a copy, and 
you can tell dear Jesse that we have been just 
sitting around waiting for i'lim since last ~Larch, 
that we were r eady to go in Yarch or Apri~ last 
year . 

,;'ell, I ti'link you can tell him tile t better than 
lfe can. 
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Ha he ha l If he'll as~ for an appointment to see 
the President next Tuesday, I ' d be del ight ed to go 
over there and see him with you end Bell and myself. 

~>ll or any part . 

•ihat? 

... 11 or any part? 

I don't hear you. 

I said all or any par t. 

Ho~ do you mean? 

~r the people you mentioned . 

No, the three or us will go over t here . We can go 
over there and see the President with Jesse. 

Yes , I'll tell Jesse to try t o make an appointment 
for Tuesday . 

We 'll put it this way: tht< t the Treasury and the 
R. F. C. w~ meet with the President a t the Pr esident's 
convenience . 

J.ll right. 
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No I'm - and it' s perfectly silly to decide that 
we lve been hol ding t his thing up. But that ' s all 
right. I' m getting full of English vigor. 

Apparently . 

23S 

But I ' m not going to 'lfaste a lot of time, and if 
Bell can hear me, I want Bell to prepare a memorandum 
for me why we 're not going t o pay any interest back, 
which we can give to the Pr esi dent. But you' ve got 
t o get a copy of this letter ot mine . Ask Jesse 
t o give you a copy of his letter t o me of January 19 . 

T~ylor: ----~ight. 

H.ii .Jr: 

by lor : 

11. '4 . Jr : 

T~.ylor : 

H. 'S. Jr: 

1aylor: 

d • .O . Jr: 

':'aylor : 

H • ..l . Jr: 

'iaylor : 

l!. li . Jr : 

lay lor : 

ti • .O . Jr : 

~nd t hen I' d like Bell to write a memorandum for me . 

O.K. 

And if J esse will ask for tbe appointment, why, 
we 'd be more t han pleased to go over there . 

Right . 

have you seen the C.C. C. bill? 

Oh yes • 

.hnd he doesn't say anytb.ing about my getting off 
~s ex- officio member . But t hat ' s all right . You 
talked t o h1lll &bout it? 

vh yes . No, you see, flha t. t hey did was send - t hey 
only s ent up five names •.• • 

Yes • 

• • • yesterday . Tbey dropped off the other 
gent lemen. 

And myself? 

Didn't say anything about you, because you don't 
ha ve t o be confirmed, you see . 

Oh, do I expire or wha t? 
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No . 

Lioe:J he expire? 

Just sor t of quietly like . 

I mean ••••• 

It ilill t ake a change in the law to do it . 

'//ha t? 

It ~ill tnke a change in the law to do it . 

laut ' s right . uell, ho.~ i s be going to do that? 

hs part of his other stuff • 

Par t of t hi s bill . 

I imugine so . 

All right . "ll right . 

Now, who ' s going to tell me ttbout ~ ranee? Archie? 

Archie will do tha t . 

t.ll right. 

Good morning . 

Hello, Dan - hello, Archie . 

The French have been tryinc to keep their exchange 
steady , and yesterday Lf ternoon Cariguel called up 
and • • • • (clicking sound on phone) • • • 

liello? 

Yesterday after noon Car iguel called up . 

llaybe t hat • s )lr ~ Gl avis on t he wire . 

That W!> S !.!r • llac t rying something up ther e . 
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1 s ee . 

But yesterday afternoon Yr . Cariguel called. up the 
Federal. 

I tls McReynol ds t hat showed t hem how. Go ahead. 

Cariguel called up yesterday afternoon and a sked 
the Federal to bid for francs, &nd t hey bi d them 
up to ~ .0334 , and a s a r esult, about 30 million 
f r ancs bought - about a million dollars, roughly . 
I imagine they wanted to have a strong tone this 
morning for the francs when they opened over there, 
when they wer e going to ask for their vote of confi­
dence. However, this mornine on the other side they 
apparently got a little too much pressure, and t hey 
asked the banks over there only to put through 
commercial trans actions a gain, so they are not really 
free, absolutely free. But the francs are holding 
a t about $ .0331 . 

And a r e the French still sel ling our securities? 

The French are s elling ~<gain. Sold about $200, 000 
again. But the British, Dutch, and Swiss are on the 
buying side, and enough on t he buying side to make 
it net buying . Nothing else, as I say. The French 
~ill ask for a vote of confi dence, probably get this 
vote, but what will happen afterward nobody seems to 
be absolutely sure of . 

All right. O. K. I' d like to tblk to Mr. Bell. 

lolr. Bell. 

Good morning. 

Bello, Dan. 

:ies, sir . 

I • m Just dying t o a sk you why the Treasury 
get i n earlier on this so-cal led matter of 
camps. I mean don' t we audit their books? 

d1dn 1 t 
c.c.c. 

Bell : No. 

Regraded Unclassified



H./.1 . Jr: 

Sell: 

a.!.!.Jr: 

Bell: 

.:t . ! . Jr: 

Bell: 

ll . :.t . Jr : 

233 

-1~-

Well, what- how is tb&t done? What ' s the mechanics 
on that? 

The whole accounting and disbursing matter is handled 
by t he Chief of Finance of the Army . 

On. 
And we haven't anything to do with it. I don't know 
the low-d~on it, but the s l ip-up apparently is 
between the krmy officers and the Interior Park 
Service officials . 

~o we're not 1n on it ~t all • 

Not in on it at all. 

It 1 s entirely a matter between Army and Park Service. 

Bell: That's right. The Comptroller, ho.vever, audits the 
vouchers. 

H. li .Jr: 

Bell: 

l! .!I . Jr: 

<>ell: 

a . ~ .Jr: 

Bell : 

:.lcR : 

<>ell: 

Hell, he didn' t find it, did he? 

.1ell, be' s way behind. I guess he bssn•t gotten to 
it . I don't think he'll find it out, other than 
whbt he gets in the newspapers. Something you 
couldn't catch from the accounts. • 

But we ' re not in it a t all . 

No, sir, we are not. 

"ell, what did Paul llallon mean th&t we got socethilll 
from income t ax on t nis? Have we been in on that e t 
all? 

Not that I - wait until I ask Yac. 

Viall, we naturally are picking up the income tax on 
tnis boy, but it hasn ' t anything to do IYith • • • • 

Neutrally we get the income tax returns on th1s boy, 
but 1t hasn ' t any t iling to do - but they v;ouldn' t !ind 
this discrepancy. I don ' t know Just how he got away 
with it. It ' s awfully herd to ••• • 
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Dut lt 1 s betNeen the &rmy and the others and in no 
way are we in on it. 

No way at all, except paying checks. We did that . 
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But we had no way of telling whether they 're forged . 

What I wanted is, after you get this letter of Jesse 
Jones, I 1d like a sort of f orMal statement to take 
over to the White House with Me, Just restcting the 
position. And I thlnk we Might as well settle it once 
and f or all . 

All right, I ' ll look at t hat . 

Wl:la t? 

1 111 look at that. 

What else do you know? 

Not a thing. Everything's pretty quiet, running 
a long about a s usual. 

All right . Anybody else? 

Steve. 

Steve Gibbons. 

Bello . 

Hello . 

Bow ere you? 

I'm ell right. 

I got a cell from 1.11ss Wais about some posters tllat 
Mrs . ~orgenthau is interested in, end I had located 
them but they're - there ' s only one copy of e acb. . 

Post ers? 

Yes , the 1928 caMpaign - Krs. Uor genthau has got 
somet hing she wants . 
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Oh. 

And I was wondering if she wanted any particular 
one or a ~nole group of the~. I 111 have them repro­
duced . 

It ' s i n connection with doing a stunt for the 
President ' s birthday . 

Well, I'd bet ter have them brought aown here, hadn' t I? 

Unless there ' s an aW"ful lot of them. '1/e wanted so~e 
with so~e floaters on the~ , you see . 

.ell, the lithographer woo did the job - he bad the~ 
and tbey 1 re just his copies, his file copies, and be 
wants them back. • 

Well, we ' ll take good care of them . Tell them coni'i­
dentiully we want to use the~ at t he White House. 
Stunt party f or the President. 

Well, Mrs . Duffy got them for me . You know who she is. 

Yes . 

o.t<. 
Can't keep anything from you, Steve, can we? 

Huh? 

~an't keep anything fro~ you. 

Well , couldn' t get the~. I had to go put on the 
pressure to get the~ . 

Fine . If we could have a few tha t bad some floaters -
jus t those with his picture. 

I •m t alking to Jim todey about Opper . 
a t the mercy of Pat to get thn t t hing 
have Jim put the beat on him todey . 

I think ;~e • re 
moving, end I ' ll 

Ask Opper if be knows when Oliphent get s back . 

uhen does Oliphant get back? 
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I think on Monday. 

On Monday, he thinks . 

All right, sir, anybody else? 

Let me talk again t o Magill. 

Hello . 

Hello . 

Yes, Henry . "" . 
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I think cy going away keeps you alii the rest of them 
in a good humor; I bett er stay away. 

Oh, we ' r e just giving you the smiling face that con­
ceals the a ching heart, Henry. 

I'm worried about .layne Taylor 1 s falling arches. 

"'o am I. 

It really looks bad . 

Connected with the falling franc? 

Be sort of s t aggers around the balls, and he says it's 
fallen ar ches, but I don't know. He 's blushing a good 
deal over -there . I t IIIIIY be •••• 

It's those damn Mexicans . 

He says these 1exicans ere in his hair today, too . 

Well , when you get Uexicans in his hair 

and falling francs in your feet •• • 

you're in a bad way. 

Well , I don't think there is anything else. The 
tax hearings ••• 

You're going to Cabinet? 
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Yes , I 1ll go over this afternoon. The tax hearings 
are still rolling along . We have the left wing 
spanking us on the one hand and the United States 
Chamber or Commerce spanking us with the other . 

I read what Mr . Roper' s eonference said. 

They didn't say much, did they? 

Well, they - kind or hard to see where they did stand. 

Yes , yes. I t hink that was one of those diplomatic 
statements . 

Yes . Well , take care or everybody . 

hll right, Henry . Well , we 1 ll see you Monday. 

You bet . 

All right, good l uck. •Bye. 

lilac, you got anythi ng? · 

No. 

I want t o see you for a couple minutes • 
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Cabinet lleatil!c - J&!l!!!l7 21, 19}8 

Praaentl !be Preoident, Vice Preaident, and all aeabere of the 
Cabinet ezcept Secretary llortenthau, who wae repreeented 
by llr I llaci 11 

'l'be Prnident reported procrese on hie educational procraa for 
bualneos lea4era. Be obaernd at;ain. ae he did a week -co, that 
budneu " en were not accuetoaed to thillldn« of the nation ae a whole 

nor of conditione and bueineaeea other than their own. Be eaid be 
hAd Juat been talking to the official• of corporation• handling auto­
mobile installment paper. !bey had euggeeted that the J'ederal Reaer.e 
Board aigbt place reetrictlont upon the redieeount of i netallaent 
notes. J'or eUJ1Ple, notea running for lonter than eijlbteon aontba or 
requirint aore than x percent of the faaily ineoae would not be ra-
4iecounted. !be Presi dent expressed to theae men hie aaaseaent at 
this propoaal tor etrict Oo•ernment regulation, and told thea that 
i t ouch r eetr1otione were generally applied we would not bs•• state 
eoeialiem but faaoism. 

The Vice Preoident obetrTed that the Federal Reaar.e Board could 
only chant• t he r edjcount requireaente and not the diacount require­
aenta wh1ch are in the banda of the local bankere. !be Pretident 
otated, bowe•er, t hat the bi~ acceptance corporations generall7 paaeed 
their paper to t he big banke wh1eb rediscounted it. 

!he Pretident eaid that t he autoaob!le 108llufaeturera adc1 tted 
pr1•atelr that ther ha4 o•eraold the aarket in 1937 but thor would not 
adnit 1t publicly. lie wae ukinc thea at he wae aeking othar bueil!eeaee 
to wor k out tor theuel•ea WA¥• for prenntln« eztri\Tag&nt production 
and extr a•og&nt eelling. 

The Preei dent obaer.ed further tbAt there were not enough good 
i••eot .. enta f or the man of 1110derate-e!aed •eana, Md i n particular 
t l:at be did not know where t<> go to eeeure reliable a4rtce. In 1929 
the local banker and local l a 1Q'er adrt"d hi• to bur eecur1 ties which 
had for the moat part been paesed on to the amaller co=munitioa 'b7 t ho 
b!g city banke. Literallf, every inveator bad baen otung. Conoequentl7, 
theoe people were leaving their moner in the eavinge banka at nominal 
Interest r atea. The President t hought t here was $15,000,000,000 of 
tueb idle aonef. Re aaic!. that be felt that bonda of aoae public utility 
operat!n,g eo~~p&Diee were an el<cellent bur to 71•14 5 or 6 percent but, 

ot courae, bo could not ear eo publiclt· 

Re oaid he told the bua1oeoe con!ereea that be needed eontic!.ence 
•• 11111eh ao the1 did anc!. that he bad adoptee! this pol!c:rs 'l'bat if the 
buaineu men b1 t hi• on the chin, ho Will going to b1 t the• in the DOlO• 

l!e laid tbst thia .,,.. the e:q>lanation of eo•e of the Daeeaber apeeeb ... 
hen at that, t he .AdloiniatraU on bad baeD bit ten Uaoa f or aaeb blow 
1t e truclc in return, and be tbougbt " r BUO of lG-1 waa 'big enough ill 

thh instance. 
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!l'he Prealdent &eked bow tbingo were going on the 11111. 'l'he 
flee Preeident o&id, •we are doing tine. 'fe are all up there. • 
fhe nee Preaident doubted that the anti- 171\ehinc bill would be paned. 
!o t&id ori l!;'inall7 he figured 68 eenatore !or it, but that now there 
wore under 6o. 'l'he Preaident e&id that there 1a a growing feeling 
on r the eo1111tr:r that the ltgitlathe proeeaa .. obould be brou&ht 
up-to-elate and t hat it h bad tor the part:r !or a ....U aiJ>ori t7 to 
be able t o bold up legialation on i~rt.ant t.opiee . !e cited the wac•• 
ud hourt bill , t he reorganhation bill , and t he crop control bill u 
tUOIPlet• !be Vice Pruident eaicl t hat he had put t ht 110et rigid poniblt 
Interpretation upon t he Senate rulee in the ceee of the antl- lTDchlng 
bill, but t hat elnce the lleetern Republican• would not 'IOte tor cloture 
there w&a nothing aore to be clone. 

The Vice Preeident eucgeeted the deeir&bilit7 of cutting clown the 
Jurltdl c tion of the 7ederal courte i n e&aee arielng between cltlsena 
of different etatee. !be Attorne:r General e&id t b&t t hh Juriadlctlon 
wat c h en t o the lederal courh b)" the Cons titution: and that In an;r 

n ont he did not tbi.nlc t he iuue ahould be r&ited at thie U•~· If 
the two Senate billa which he aentloned &t t he l a tt Cabinet meeting, 
could be adopted, t he JdalnhtrAtion would he'll won 98 percent of ito 
obJtetiTOs in the court fight. 

The President epoke of deepatehes froa our minieter at Nenk1ng 
&nd our ambaeeador at !okro , reporting horrible etroeltles eo..ttted 
by Jnpaneee troope in Nanking and indicating further that these etro­
eHleo were undoubtedl7 eoiiiDi tted w1 th the appro'l&l of the mlli tar:r 
offlcert but wi thout the appro'lal of the cirtl t:QTOrnaent e t hoae. 
!'ht Proaldent feelt tb&t t he eh11 goyern:~ent bae co~~pletel:r loot 
control or the ara7 and t hat t he dllt1nct1on between t he eincer e epolo­
clet of t he Ci'lil go'lernaent and t h e barbari .. Of t he ailitar;r foreet 
11111t be brought hoae in eoae n:t to the J.aerican people. l!e euggeeted 
th&t Secretar;r l!ull conalder ho" t he information froa t he deepatchea 
could be g1 ven out. 

I r eported that the hearinct on t he tex bill were atill proceedin& 
before t be ll'a:rt and Ileana Couittee but would be concluded in a few 
d~a. 'rhe Vice Pree14ent e&id t hat it •a• nry doubtful whether the 
bill could be paued before !larch 15th and • e would t hen baTt the eon­
futlon of tuopleeent&l returne. I pointed out that the propoaed bill 
Would no t take effect earlier than Ja11JJBrY 1 , 1933, and , bance, would 
not effect the !larch 15th returne . I eaicl thet ,.. bad bad dlttieul t:r 
In llo'lember and Deceaber i n p re.,.ntlng leghlation retroecthe to 
Janu&r7 l, 1937, and that the U. s. Cballber of Co•erce wu a till 
urgtng it . 'fe expect t o be able to prnent retroacthl legieletlon 

In the Houee but I did not know about the Senate. 

'rhe Preeident aentioned that llr. Doughton bad coae to h1a 811\ 
ozpr eosed a detire to retire trua Congreas at the enu or thio see•t~n· 
!he Pr .. iclent had urged hia not to do eo and bad aelred hia to oee • 
lice Preoiclent. !he Preoldent ancl t he Vice Preeldent epoke of t he 
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!act that none or t he next three raoldJIC DeooocraUe _,_re or the 

Coa:l1 ttee (IIeure. !'boau Ol&lleo, Chrletopher !lullhao, 1104 llorpzl 

Sanders) would be at all n1 table t or the eha1raaoehtp. 

The Attorner General reported t hat Andere had eonteued to the 

Ron ltidntq>pinc and that . JO,OOO addi Uonal raneo11 -.coer had been r e­
co .. red, leavi~~& ool:r $6,000 ot t h e raneoa unrecovered. 

Secretal'7 I cltes eoorplained that Senator Pittaao wu not onl;r 

boldin& up the contiraatloo of ltr. Bu.rle• but ns caetioc retlectlone 

upon the whole Administra tion. Pittaan 1 e inveetigatioo could onl;r 

give 81l!!l1UD1ti on to the Republicans. Secretarr Woodri ng complained 

that llr. Burle• had put the r11pooel'b1l1t7 on the War DepartDient tor 
tho CCC a'O'indlo, but t h e Preeident and Secretarr Ieku both eald that 

!url ew had aiapl;r given the co.aittee t h e t ile• ae he oeceoearil;r had 

to do. Secretor/ I cites eaid all the 11ea'bere ot the co-.1 ttee would 

vote for Burlew1e eontir~~aUon except Senator Pittaan. 

Secretarr Wallace eald that he waa considering releaeing the 1938 
auicultural program next •eek, since cotton planting would etart around 

t he flrst of Pe'bruarJ'. !he Prelident eald he would endoree an appeal 

to the cotton tarmere t o lillit their aerell,f;e voluntaril;r to the e xtent 

that t he pending crop control would pro'ba'blr provide. Secretal'7 Wallace 

cl ted as an IX&IIple in the present aonopollee t110 i netancas where 

labor unione had 8gl'eed t o go on strike it their eJ1Plo;rere cut pri cee. 

!!e aaid that l&.'bor union• appeared to have little conception of t he 

rights of t he consumer. 

Secret al'7 !Ioper report ed that t or 1937 exporta troo t he United 
Sta tes exceeded il!lpOrte t262 aillion. Secretarr l'allace thoU&ht thi e 

• ao undesir able 1104 the Preeident said he would like t o eee exports 

and Imports 'balance. Secretarr Perlcine eaid that t he llouee wu graduall;r 

catting behind the • agee and hours bill and in particular the Gonrnor 

of South Carolina. The Pruident predicted that the Gonrnor could 

defeat Senator Sal.th tor the ooainatlon i f be went on the etump 1104 
conducted an aethe C&JIPU&:Il• !he Pr11iden t had prerlouel:r expreoaed 

the hope that lloodJ' 'IIOuld run agatnet Senator lf7e i n lort b DalcDta; 

a.od Ulat it he decided not to do eo , the Pree1dent would non prefer 

!omer Governor Langer. The meeting adjourned at Jt45· 

No tos te.lcen 'bJ' 1tr, 118«111 
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1/25/38 

Ribbon copies of the attached memo 
of 1/22/38 were sent to t he following 
by the Secretary on 1/25/38 : 

The President 

The Secretary of Stat e 

Tne Secretary of Vlar - Attention : 
Col. Str ong (C-2) 

Letters of transmittal were deted 
1/25/38 and were signed by the 
Secretory . 
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INTD O P'Jrle& COMMU NJc:ATIOH 

Secretary~nthau 

Ur . Haa~ 
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DATO J allUU")' 22, 19~ 

Subj ect : Current Uni t ed States t rade with J apan and Chi na 
(Preliminary data) 

(1) United Sta t es exports t o Japan during the first 
two weeks or January 1938 show a sl i ght decrease com­
pared with our ti:tst .tw~eks .or December 1937, but 
were sl i gbt l y h1gber t han aurlng t he r irat t wo weeks 
of llovember 1937. 

United States exuort s t o Ja)2!n 

l s t Week 2nd Week Tot al - 1st 
Weeks 

January 1938 $2,726, 000 $3,758, 000 $6, 1+8l+, ooo 
December 1937 1,701+,000 4· 305,000 7, 009,000 
November 1937 1,180,000 ' 81~, 000 5 . ~93,000 
October 1937 1, 727, 000 5. 71+ , 000 7. ]3,000 

2 

( 2) United Stat es impor ts f r om J apan dur i ng t he tirst 
two weeks or January 1938 were hi gher t~an during t he 
same weeks or December 1937, but were lower than dur ing 
the rirs~ two weeks of November 1937· 

United States i mport s r rom Ja)2!n 

1st Week 2nd Week Total - 1st 2 
Weeks 

January 1938 $2, 0J I+,ooo ~4,111000 $6, 219.,000 
December 1937 2,149, 000 3, 4o ,000 g,561>,ooo 
Hoverober 19F ) ,2 5 ,000 ; ,65 , 000 ' 899, 000 
October 193 3,328,000 3, 984, 000 7,312,000 
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(}) The following 1tema show large increases in our ex­
ports t o Japan duri ng the first two weeks of January 1938 
as compared with the first two weeks of December 1937: ' 

First two weeks of 
Januaey December . November 

1938 . 1937 1937 

Petroleum products 
Cotton, raw 
Industrial machinery 

$1,958,000 $1,408,000 $1,694,000 
1,533, 000 287,000 246, 000 

Copper 
Ferro-all oys 
Pig iron 

851, 000 684,000 526,000 

43Q, OOO 234, 000 7JS,OOO 
136, 000 51, 000 331,000 
110,000 Nil 25,000 

The following items show sharp decreases in our ex­
ports to Japan during the first two weeks of January 1938, 
co~ared with the first two weeks or December 1937: 

I ron & steel semi - mfrs. 
Paper base stocks 
Vehlcles, parts & access. 
Scrap iron and steel 

Coal- tar products 
Hides and skins, raw 
Scrap brass and brass 
Tobacco and manufactures 

Fert ili zer and fert i lizer 
m:lterlals 

l'ioOd, unmanufactured 
Pl.., lead 

First two weeks 
January December 

1938 1937 

$372,000 $ 63l,oo0 
392, 000 1, 314,000 
230, 000 ~0,000 

45. 000 411,000 

26,000 
12,000 

Nil 
Nil 

Nil 
Nil 
Nil 

99,000 
42,000 

304,000 
257, 000 

134,000 
100, 000 

75, 000 

of 
November 

1937 

$512,000 
26o,ooo 
~1,000 
44,000 

81,000 
311,000 

8,000 
Nil 

118, 000 
40,000 
41,000 

(4) The imports of raw silk were appr oximately $1,000,000 
more in the first two weeks of January 19}S than ln tbe 
f irs t two weeks or December 1937, but imports other than 
raw s i lk continued to decline. 

Imnorts during first two weeks of 

Raw ei lk 

January 1938 $3,780, 000 
December 1937 2 , 937,000 
lloveclber 1937 3, 916, 000 
October 1937 lj., l2S, 000 

Total i mports other 
than raw silk 
$2, 439, 000 

2, 629,000 
2,983, 000 
3, 181i-, OOO 

Total 

243 
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secretarY llorgenthau - 3 

(5) Ot the total ot $6,43~,000 ot exporh to Japan during 
the t1rat two weelta ot Janual'7 19311, the following items 
account tor a11110st all: 

Petroleum products 
Cotton, raw 
Industrial mach1ner7 
Copper 
Paper base stocks 

$1, 9511,000 
1,533,000 

g51,000 
li-30,000 
392,000 

Iron and steel seai-manutacturee 
Vehicles, parte &: aooeseor,iee 
Ferro-allo7s 
Chemicals and related products 
All otber 

372,000 
230,000 
136,000 
125, 000 
1157, 000 

Total $6, 481i-,ooo 

(6) Ot t hs t otal $6,219,000 ot our i mport s trom Japan 
during the t1rst two weeks ot January 193g , the tollow1ng 
items account tor almost all: 

Raw silk 
Cotton manufactures 
Pyrethrum !lowers 
Silk manutaotures 

Dead or creosote oil 
Vegetable toods, except tea 
Fish and tleh products 
Tea 

China and porcelain ware 
Perilla oil 
Flax, hemp and ramie 
Fish scrap and tieh meal 

Metals and manufactures 
All other 

Total 

$3. 780,000 
307,000 
170,000 
138,000 

114,000 
112, 000 
108, 000 
107,000 

106,000 
101, 000 

76, 000 
74,000 

71i-,ooo 
952, 000 

86,219,000 
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secretary Uorgenthau - lj. 

United States trade with China during the first t wo weeks 
of January 1935. 
(1) United States exports to China and ldanchuria during 
the tirat two weeks ot January were sl1ghtl.y higher than 
during the first two weeks of December 1937, and about 
double t he first t wo weeks ot November 1937. 

United States exports t o 

nrst two North China Shangllai, South 
weeks of: and !Janchuria China and Hong Kons Total 

Janunry 19§8 $1,119,000 $2,114,000 $3,233, 000 
December 1 37 1,32~,000 1,808,000 3,131, 000 
November 1937 85 ,000 710, 000 1, 621j., OOO 

','/hole month of January 1937 $6,623, 000 

(2) United States imports from China and Manchuria during 
the firs t two weeks of J anuary 1938 were sli ghtly lower 
t he.n during t he first t wo weeks ot December 1937. 

United Stat P. S i m"orts from 

First two Uorth China Shanghai, South 
weeks ot : and llanchuria China and Hons Kong Total 

January 1938 $629,000 ('1,559, 000 e2,1S8, 000 
Jeceuber 1957 541, 000 1,~5, 000 2, 446,000 
November 19 7 797,000 1, 8,000 2,295, 000 

"/hole month ot January 1937 $6,8S2,000 
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seore te.ry l.!orgen tbau - 5 

(3) Leading export items to China: 

(a) To North China and U&nchurial 

First two weeks of 
January 193S December 1937 

Iron & s teel semi-manufactures 
Petroleum products 

$65~ , 000 $629 , 000 
1.22, 000 173, 000 

Vehicles, part s and accessories 106,000 ~2~, 000 

Industrial maohiner7 a~, ooo 11, 000 
!law cotton 7 , 000 Nll 
Copper 5~.000 N11 

All other 2S1000 S61ooo 

Total $1,119, 000 $1,323, 000 

(b) To Shanghai, South China porte and Hong Kong: 

Vehicles, parts & accessories 
Firearms and &l!l!lluni tion 
Dy~te and T.N.T. 
Inedible vegetable produc t s 

Petroleum produc te 
Edible vegetable products 
iletals and manufactures 
Industrial maohinery 

All other 

Total 

First two weeks of 
Janunry 1936 December 1937 

$4~6,000 $~5g,ooo 
0 , 000 97,000 

150, 000 N11 
135, 000 229,000 

1)0,000 2~4'000 lOS,OOO 1 ,000 
91, 000 )02, 000 
79 , 000 3o,ooo 

2~ 1 ooo 22a1ooo 

$2,11~, 000 $l,gos,ooo 
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(4) Leading i mport 1tema from Ch1na during the f irs t 
two weeks ot January 19~ : 

(a) From North Chi na and Manchuria: 

First two weeks of 
January 1938 December 1937 

Bristles 
Textile fibers & manufactures 
Non-ae t alli o minerals & products 

Chemicals and related products 
l!etals and manufactures 
Perilla oil 

Other 

Total 

$176, 000 $207, 000 
139, 000 181, 000 
83, 000 6, 000 

48, 000 
46, 000 
41,000 

96, 000 

$629, 000 

Nil 
16, 000 
57, 000 

74, 000 

$541, 000 

(b) From Shanghai, South China nnd Hong Kong: 

First two weeks of 
January 1938 December 1937 

TunE; (wood) oil $429, 000 $3 30, 000 
Flax, hemp and ramie manufactures270, 000 285,000 
Tu~sten ore & concentrates 192, 000 Nil 
Edible vegetable products 122, 000 123, 000 

Bri6tles 
Cotton manufactures 
Edible ani mal products 
Other 

Total 

110, 000 
58, 000 
48,000 

330,000 

$1, 559, 000 

195,000 
53,000 
83,000 

836,000 

$1,905,000 
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Secretary of State, 

rlaslungton. 

521 J anuary 221 noon. 

• 

GRAY 

London 

, 

Dated January _ 2~ , 1938 

Rec ' d 10:17 a,m, 

FOR T~EASURY FROM BUTTERUORTH -~-
ThE franc ope:ntd at 151 and was bid down to 150 

at which point thE control intervened and pushEd thE 

rate bnc!c to 15of, ThE volUlll£ of trading was small 

and Loncl.on forEign ExchangE dEalers takE thE view that 

t he newly formEd FrEnch Government ' s real vote of con" 

fidenoe has not yet taken placE, 

In ~~is connection and with rEfErence to the last 

paragrnph of l1t1 42, January 191 6 p.m., t h E following 

EXCErpt from an articlE in today 1 s TIMES may bE of 

interest : 

- 253 

"At i ts first appearancE be:for e thE Chamber today 

the nEw Oltnutemps Minis t ry received the confidence of 

t he Houn£ ?'1 501 votes to 1, only thE Extr£mt Right 

nbataini na. JudgEd mErEly by size nlont such a majority 

would in nn:y circumatancts have been remarkablE . But 

whEn it i o remembered that only n few days ego M. _Chnutamps 

forced :u.s own downfall , shook thE Front Populair£ to 1tll 
foundations 
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roundo.tions , infuriatEd thE C~iata and indirEctly 

provo!ctd t:'lt departure of thE Socialist lltinistcra, the 

sight of all these hctcr ogcnoua cl~tnta combincd in 

apparcnt •unty vcrgEs on the fantastic . 

254 

Yet thE solution is simple cnough. M. Chaut~pa 

todny mndc it cltar from thE vcry beginning that hE in­

tEndEd to rcly on a Front Populair£ majority and on that 

alonE . To this End both the Govcrnmcntal dcclaration and 

thE speech by Prim£ MinistEr which closed thE dEbatE nErE 

phrnscd end framEd in a manner likely to appeal to thE 

Sociali ots and Radicals while arousing sufficient dis­

appr oval f rom thE Centre and thE Right parties to stcurE 

thEir abotention . The communists , it was assumed earliEr 

in t:l.E day, would abstain. Only !lfonaicur Cbaut~pa 

h1msel.f could know for certain what was in his mind. 

OthErs, however , werE at least frEE to guess. And thEir 

guEss wa.s that hE f£1 t thE approval of thE CcntrE to bE 

ha.rdly t:l£ bEst mcthod of scouring continued Socialist 

support. At t:~c samE timc abstention bY thE Communists 

would l:£EP him s till fret of thE taint of Which, at 

Monsicur Donnct ' s insistcnoE , h£ rid himatlt a 11£Ek ago. 

ThE mo.ntuvcr was well oonotivcd, beautifully carriEd 

out -- and it fa1l£d o. Jt failed bECIIUS[ bOth t .hE 

Communists and thE centrE pErcEived it and pcrc£1vinS 
t ook 
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took o. :l\1E:Et l'EVEngE by voting for h1m. So by a 

ouriouo po.ro.cl.ox EVEry votE lldd1t1onal to thosE upon 

which l&onsiEur Cho.utEmps countEd wo.s o. s1gn of' wEo.k­

n£oa not _of' otrEngth, o. cr11ck 1n the masonry not n 

buttr£ao . This doEs not nEeEosnr1ly mEnn his imm£dio.tE 

dO\l.nf'nll . But ooontr or lo. tEr thErE will comt o. timE 

whEn hE will bE glo.d of' thE votto of' onE or thE othEr 

f'lnnk -- o.nd thEy will bE wo.nt1ng. " 

RR:~!PD 

JOHNSON 

.... -....... 

255 
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DEPARTMENT OF STATE 
WASHING'TON 

January 22, 1938. 

The Secretary of State preeente h1e oo~l1aente 

to the Honorable the Secretary of the Treasury, and 

enoloeee for h1a 1nformat1on one copy of tel egram lo . 114 

ot January 21 froa Parie. 

IUEIU~ 

JArtiZISB 

'::"" ........... 
--~...._, --·---
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Secretary of StatE, 

\'lnshington, 

114, January 21, 6 p. m. 

GRAY 

Poria 

Dated January 21 , 1938 

Rcc ' d 3 : 30 p. m. 

257 

The ministerial declaration of t he new governmtnt, 

whi ch ~E h~vc just heard read in the Chamber by 

Chautcmps , contains no surpri ses . It statts that thE 

cssenti'll ch~ncttristic of this Govcrnmrnt will be 

its fidel i ty to thE linE of action of its pr EdEcessors; 

the social reforms obtained by the workers wi l l not bE 

diminished but on the contrary Vlill bE protected b;r 

'ldapt i ng thEm to the lift of thE nation; all attempts 

to provoke disorder from whatever quarter they arise, 

will be vigorously dealt with; there will be a balanced 

budget and the frsnc will be defended on a bnsis of 

monetnry freedom and ~ith1n the framework of the 

t ripartitE accord (there 11as no applnusc from the 

Socialists on this); the new cods · to regulate relations 

bEtween capital and labor will bt submitted to parliament 

early next week; one of the outstanding tasks of thE 

Government will bE to put into effect the rccomorndations 

or the Committee of Inquiry into production in order to 

combat 
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comb~t ristnc pr i cEs ~nd thE deficit in thE tradE 

b~l~ncc t hrough en incrEaSE in production; fidElity 

to thE LeaguE of Nations and to FrancE 's traditional 

fri Endships end alliancEs , with thE wil l to dEvElop 

normal relations with all countrics . 

ThE dEbate is continuing in t ht ChambEr and it i s 

evident th~t, short of somt unExpcctEd incidEnt, thE 

GovErnment is surE to rEceivE ~ substanti al votE of 

confidencE . It 1s not ytt clEar whtthEr thE Communists 

will vot E f or t hE GovErnmEnt or abstain . 

BULLI TT 

'"IC: HTJ.I 
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srcrttnry of StatE , 

Washington . 

1261 January 24, 4 p . m. 

FROII COCl!RAII , 

GRAY 

Paris 

DotEd January 24 , 1938 

Rtc 1d 3:15 p , m, 

- 259 

Lifting this morning by Bank of FrancE of last wEEk ' s 

ban upon speculat ivE transactions di d not sufficE to prEvEnt 

an unsatisfactory ExchangE markEt today , Control gavt stEr­

ling i n EndEavor to improvE opening ratE of 150i but could 
lSD 

not kEEp it bElow 150 to~nd a quarter, Has btEn working 

through sEvEral banks and apparently lost a fair amount , 

Rtntta down , Part of markEt unhappintss camt from a typi­

cal wttk-tnd spttch by labor lEader Jouhaux , favoring con­

t rol and national ization of cr Edit , and from thrEat of 

Socialist Ftdtrat ion of tht SEinE to swing away f rom Blum 

and thE mort consErvat ivE Socialist ltadtrs toward tht 

Communists , 

Prtss rEports Swiss AttornEy GEnEral plans prosEcuti on 

of Swiss j ournals rEcEntly allEging offic ial d t c isions 

toward nEw dEvaluation of thr Swiss franc. 

Following is aUIIIII1ary of AtiSTERDAM TELEGRAAP account 

or 

Regraded Unclassified



2S:J 

LloiS 2-No , 126, January 2 4, 4 p , m, , from Paris , 

of int~rvi~w wit h Bachmann on r~sult of recent Swiss measurEs 

against inflow of foreign capitnl , 

"Only a part of thr undes i r ed refugE£ capital had lrft 

Switzerland Siner the eonolusion of thr gentlemen's agrcemrnt, 

another portion had acccpttd thE new rEgulations , while thr 

remaindEr bad sought i nvestment in securities , (END SECTION 

ONE) 

BULLl'l'T 

HPD 
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126, January 24, 4 p . m. (SECTION TI"'O) 

ProfEssor Bachmann did not think t hat Export of capital 

was thE btat mEans of offsEtting thc t xctssiv£ i nflow sincE, 

if EffEctEd on too l argE a seal£ , it would bring with it a 

dangEr of grcat illi~uidity . HE gavE i t to bE undErs tood 

that f urthEr mrasurEs must bE prEcEdEd by an undErstanding 

with tht othEr CEntral banks which havE similar mEasurEs i n 

viEw, AftEr pointing to thE impossibility of collEcting 

precisE data as to t hE volumE of r EfugEE capital in Switz­

Erland, ProfEssor Bachmann said that to intErprEt thE gold 

and f oreign ExchangE position of thE Swiss National Bank 

as giving a t ruE pi cturE of thE capital mov~Ents into and 

out of Switz Erland was ErronEous , s i ncE thE bonk had to 

kEEp a cErtain stock of forE i gn ExchangE, particularly 

dollars, to EnsurE ExchangE of payments with forE ign coun­

tri Es and SwitzErland had sincE thE i nst itution of thE 

measures against hot monEy, rEsumed lending abroad. As 

however , flight capital coul d i n pr esent c ircumstances 

hardly 
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hardlY bE inducEd t o subscribE to forEign loans, in granting 

credits Switzerland must kEEp within thE limi ts of hEr own 

capital resourcEs 11
• 

According to thE prEss , certificates of 16 AmErican 

bonds , including 11 railway bonds , will bt introduced on 

the Amsterdam BoursE January 27 . (END MESSAGE) 

BULL ITT 

;sa 

c I I I I I •; 

,. .. f' • I 
) 
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PAJWIBRABI or SIO!IOJ on, 
January 24, 19S8, 11 a.a., 

FROM C<XlJIRd. 

The follOirin g a1 tuaUon oonfionh the new Chauteapa 

OoTernatDtl 

1. During the reoeu.t pol1Uoal cr1a1a the lreDOh 

stabililation fund exhausted ita gold and foreign exchange. 

J.fternrda it reooTered enough foreign exchange to repay 

the gold taken froa the Balik of France durin& the crieil 

without haTing to declare this in the last official etatement 

of the Bank. Therefore there wae but a 8111&11 UOUDt of 

foreign exoba.Dge reooTered and the latter p&rt of laet weelt 

the trend beo-e adTeree. Today the total gold and foreign 

exchange holdinaa are much leas than one billion trance, 

it 1B certain. In french currency the fund still baa eo•• 

twelTe billion trance. 

a. Aa yet definite information ie not aT&il&ble aa 

to whether the Dutch banlting eyndioate will give France the 

37,500 ,000 norine needed to COIIJ)lete the originally 

endaaged total of 150,000 ,000 florins; by January 15 the 

amount of 113,500,000 had been giT~ to France. The stabil­

ization fund would get the foreign exohan&• if the 37,500,000 

florine were reoliTed. 

END SEOTION Oil. 
BUL.Lift. 

EA:Lft 

Regraded Unclassified



264 

SIO!IOI ftO. Jo. 132 of J&DI&Z'f a• fro. Parte. 

It ae•• doubUu.l whether the preaet J'reoh Oo.eruac• 

coul d get an:r new oredi'h on either the Swhe or the nu•oh 

lll&rltet, in new of the alteptioi• wbioh Baollm&DD an4 other 

Swhe bankera 41eoloee4 regarding France when I wae in Baeel 

on January 10, and in Yin of the faot that the Dutch banker a 

experienced difficulty in spreading the lfendelesohn orB41 t 

abo.,. aent1one4 - f'urtberaore, the •etherlande ie now oa.rr:r­

ing out a Yery large coDYersion operation. Recently I baYe 

heard of no dBYelepaents with respect to London banta grant­

ing a J'renoh credit. In preyioue reports I baY& indicated 

my impression that British offioiale do not look with enthu­

siasm upon an operation of this nature. 

3. The Bank of France held 59 billion france gold ae 

of January 13. It is possible of course for the stabiliza­

tion tllnd to draw gold froa the Bank of Ffanoe and pay for 

it 1n france. Howeyer, ainoe, during the oriais, it waa 

not permitted that gold lost troa the bank to the fund alone 

(foregoing garbled) it would pre.umably be politicall' ..­

barraeaing for the Cbaute.pe GoYernaent now to draw upon the 

Bank to replenish the fund einoe it would be an admiuion 

that einoe the eolY1ng of the political oriei e there baa been 

no significant return of capital to rranoe. 

EID si01'IOJ no. 
BULiiift• 

U : Lft 
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'l'hie aomiag the Balik of J'ruoe infol'lled. Parte banlte 

of complete f'reed.011 in exohiUlge t:ra41ng. Lut weelt, u 

will be recalled, bona fide oo-ero1al fine were the only 

ones gTanted uoh&nge. It relll&ine to be eeen what the 

effect of today'• moTe will be. 

'· 'l'he Bank of France' • gold holdings are T&1lled on 

the bash of 43 ailligrue to the franc, and the actual 

hanc T&lue 18 appro:daately 33 1/1 lil1111graas, at the 

present exchange rate. 'l'herefore there is opportunity for 

a reTaluation which would yield a profit of about 17 

billion france, on the b&eie of the holdings above indicated. 

New legislation would be needed in order to m&ke aTail&ble 

to the etabilieation fUnd all or part of such gold profit. 

5 . It is still peesible for the Treasury to draw 

on the Bank of France for trance in the uowrt of fiTe 

billion , one hundred and eighty aillion. As of January 13 

the Treaeury bad a cash baluce of ?ao,ooo,ooo f'ranos nth 

t he Bank of France. 'l'b&t the Qoyernaent need• tunde urgenU)' 

was shown by -the oall on January 11 for a loan to be floated 

in the naae of the GoTeraaent of Algeria for 600 aillion 

france at 8 percen-t, ieeued at 89 1/2; as J8t there has 

been no notice of the closing of thie loan. 

At the f1ret of the aonth 'l'reaeurr officials anticipated. 
that 

Regraded Unclassified



• • 

266 

-a-

~•~ during .Junaary there would be i88uecl a~ lean ODe other 

loan by a publlo bo4y, ~he prooeedli to go 11o the benetU 

of the French treaeury. the ouUook for .ucla a loan ie 

not particularly pro.tetag beoauee of the poli~ioal orieie 

and the etill unoer11ain e1 tuation. n aigh11 be poaeible to 

nolYI 10111 aoh•e for getting nn gold aue~a for the 

stabilisa~ion fund aDd taking the approJiaately· ll billion 
'~ 

franca which it" containa and crediting it t o the OoTer1111ent. 

!few legielaticm would , howl'rer, be requirecl for thia alao. 

8. Ordinary treaaury billa up to a •an- of ~wedy 

billion trance ou~atand.ing f or the current calendar year 

could be ia1111ed by the Oorernaant. .lt the end of Deo•ber 

approJi•tely six billion aix hundred aillion waa the 

~otal in circulation. J. urgin of thirteen billion four 

hundred mll1on thua remaina. During the pae~ two yeara, 

howeyer, eliPerience baa bean that it ie practically 1~oe­

a1ble to bring tb1a figure aboYe ten billion, one half of 

the approYecl total, beoauae French inYIItora are raluctan~ 

to aubeoribe to auoh operation. the GoYarll11411lt cruld alao 

Yoluntarily oonYert ita floating debt. But auob a •oYe 

at preaent would bardly be poaaible, aa indicated bJ the 

1ntereat ratea on J..lgarian loan and quotation• of OoYerD-

11ent rentea. 
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The to~ of the national debt 1a about eoo billion 

franca, not counting 1nter-all1ed debt a, and 1nolu41ng twin 

guaranteed obligations auoh aa those of the r ailways aD4 

public bodies. · Up to the present no re!rpona1ble J'renoh 

pol1 tical leader or party baa ooae fo~rd with the courage 

to work 41reotl:r for a forced conYeraion of &QJ part of 

th1a debt which 1a ao upenai Ye. Por the current year, 

outside of rnenu .. lpproxiaately 35 billion trance 11111t 

be rai l ed. 

7. Por t he year 1937 t he deficit trade balano1 wa1 

more than 18 billion trance. There ia an increa•e in un-

employaent in a pit e of ar11111111ent aoti Yi tie a and. in 11P1t • 

of the faot that fir•• baYe had to increase their •ployaea 

because of the aooial lawa. The rrenoh railway•, for 

example, during the pa1t year added 90,000 aen. Aa yet 

prices h&Ye not l8Yele4 off and there ia a conti nued ri1e 

i n the 001t Of liYiDgo 

8. The Cbauta.pl QoYernaent, in ita declaration to 

t he Cbaaber declared ih fidelity t o monetary freedoa 
• 

without exoballge control. It 1ndioate4 that U would. work 

toward a code of aoc1al p•oe wh1oh iDD1dan~ly would 

preaene the well- earned right• of labor. It r.a1nB to 

be sean whether the Gcrrernamt om indefinitely prBierYB 

monetary liberty. 
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It h the op1nioll of certain Britieh writers that 

the proper thing for the French to do would be t..ediatel7 

to depreciate the (a.ieeion) to around 175 to the pound, 

The7 would thus gi'fe a epurt to foreign trade and the 

State would haYe a more eaeilJ bearable rate. In the 

opillion of oonaerYat1Ye rrenoh obanYere, 81~17 depreoiai>­

ing the franc would not be IIUOCellful unleae the7 clear up 
sa.e aeane 

certain factors b7/ cther thaD •anipulaUD.g the franc, 

To maintain a stable currenc7 ie hardly possible until there 

ie a rise in industrial production which would help iaproye 

the trade balanoe, until there 11 a leYeling off of the 

coat of liYing and prices, and until bold steps to oon•ert 

the public debt have been taken. Of course in order to 

eucoeed along these linea it will be necessary to haYe serious 

applioatioD of labor, social peaoe, confidence in the Ooyero­

.ant and return of capital which went abroad. A cloee watch 

is being kept by capitalists to eee wbat success the present 

Ooyeraaent •Y haTe along theae linea. The hope 1B expreaeed 

by soae of the more liberal capitalists that t he GoYernaent 

may make sCIIIe progress in the eccnolllic field, just ae progreee 

i n the financial field was made by Bonnet, On TussdaJ the 

labor question ooaee before the Ohalllber, which will be the 

first approaoh to PT&noe' s unsolYed probleas. 

:m> MJ88+01. 
BULLI!T, 
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COPY 

Secretary Korgentbau 

lolr . Haas 

subject : The Bueineae Situation. 

BUllllllaJ'y. 

While business aotiYity during J anuary has eo tar shown 
but a slow 1mproYement trom t he low levels reached at t he end 
of December, a rising trend ot retai l sa l es is an encouraging 
factor in the business outlook, Indi cations so tar give no 
ertdence that the FRB index or industrial production tor 
January will ditter trom the December index ot ~4 (reYieed) , 

The Current Situation, 

The New York Times business index tor the week ending 
January 15 stands at 82.0, as compared with the low point ot 
7S.J reached two weeks before, and wi t~ a level close to 85 
held tor tive weeks previously. The entire year-end decline 
has not yet been regained, despite a strong recovery in steel 
operations and cotton mill activity, largely because or con­
tinued low levels or automobile production, carload1ngs, and 
lucber oroduction, on a seasonally- adjusted basis. 

Retail Sales. 

The movement ot goode into consumption, as indicated by 
the trend ot retail sales, has made a more favorable showing 
this conth than it did during December, and continues to be 
one ot t he most encouraging features ot t he business si tuation, 

While de~artment store sales during December, in dollar 
•alues , were per cent iower thin in the preYioue year , the 
sal es for the f irs t halt ot January were about 1 per cent 
higher than i n the corresponding period or last year . In 
terms ot physical voluae t he December sales are belieYed to 
ha•e been about equal t o ' t hose i n the preYious year, si nce 
or1oea were slightly lower. Furt her price declines during 
January have still turther improYed the comparison in tel'llls 
ot nhysic&l volume making the sales tor the tirst two weeks 
Probably about 4 p~r cent higher than last year, 
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Variety atore ealea, 1n dollar YOluaee eeaeonall y-adJueted 
reconred etrongly during Dece111ber to a l eYel appr eciabl;r higbef 
than in the prertoue :rear, 'fhe December index or 110. 5 oom­
~es with 101.0 in Noveaber and with 106. 0 in December 1936 . 

Rural retail ealee, in dollar YOluaee seasonall y-adJusted 
also t urned upiii'd noticeabl:r during December, though re-inin€; 
slight l y bel ow the preYioue :rear' a volUIIIe, The Decnber index 
of 127,5 comparee w1 t h 11~. 5 in Nove111ber and w1 th 131 . 0 in 
Dece:~~ber 1931i . 

The continued heavy moYement of goode into consumotion 
arises fr om the fact t hat the national income, aa estimated 
J&Onthly by the Departaent of Agriculture, hae shown a relatively 
s~l decline desp ite the eharp setback in industrial actiYitv. 
In this reepeot the business recession differs markedly from · 
that i n the tal l or 1929, when national inoome tell orr coinci­
dent wi t h the decline in business activity, and comparee more 
nearly w1 t h t he situation in t he eumer or 192~ . when a eharp 
setback i n industrial production was accompanied by no more 
than a sli ght decline in national income. 

Reoort s of marked reductions in inventories of r etailere 
and wholesalers, with actual shortages i n some linea , aa a 
resul t of the continued heayy movement of goods into coneump­
tlon, suggest that a buyi ng movement in oonsu.~~ere ' goode ie 
l ikely t o ooour during the spring. Buyers i n t he textile 
~rket have anticipated such a development by uneeaeonal pur­
chasi ng i n heavy volume during December and January. Notice­
able improvement ie also under way in the shoe industry and 
ln t !le woolen and ·worsted industry, whl.ch has already been 
reflected i n employment and payrol l s during December. The 
same i nf luences whloh are affecting retail s ales, a nd consumer 
goods buying in general, should t end to maintain the level or 
automobile buying during the eprin.g. 

The steel situation. 

Steel production during the curr ent week has i ncreased 
to 29. ! per cent or capacity, re~reeenting t he t hird succeeeiYe 
increase since t he last week of December, when a low or 19.2 
ner cent was reached, Thle week' s increas e ratsee the steel 
Product ion rate to the equ1Yalent level of ne w orders, accord- · 
lng t o our estimates. An average of 28 per cent of capacity 
during J anuary will be required to maint ain t he FRB adJust ed 

steel product i on index at the December level. 

T!!e demand tor steel products eo tar during January bile 
?rov,a di sappointi ng, 1n that no real 12proYement in demand 

has occurred sinc e the hol i days. The rise in production 
durtng the paet several weeks is attributed partlY to the 
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ruung or prertoue order • dated t or ehipMnt after Januarr 1 . 

~ confidential repor t• trom t he u. 8, Steel Corporation 8how 

no tndicat1on or an i.prortng deaand 80 tar, although new order8 
are being lllllintained a t about the eaae rate a8 during December. 

A better sentiment in t he 8teel industry baa r esulted 
troll! the release ot orders by the Buiok Kotor Company tor a 

substantial tonnage ot steel, suff icient to take care ot aanu­

raoturlng needs through the t i ret quarter. Heretofore all 

automobile companies bad been buying only tor immediate needs, 
generally on a week-to-week baeia. It is felt i n t he trade 

thAt t he steel 1nduatrr tor t h e time being will be closely 
geared to orders from the auto manufacturers, since little is 

eXJ)eoted from the construction industry or from the railroads 

during the next few months, Reports ot a aUght clearing in 

the used car situation 8ince t he first ot t he month bas contrib­
uted to a better feeli ng in the automobile industry, 

The textile situation. 

Heavy sales or textiles have continued through the past 
weet, with new orders tor cotton yarn during the week reported 

as the largest in eix monthe. The high level or retail sales 

has contributed to the larger Yoluae ot textile buying , and 

brought a more optimisti c f eeling throughout the industry, 

Domestic cotton consumption during December, while declining 
by slightly more than the ueu&l eeaeonal amount, waa higher 

than expected in the trade, The increased sales of cotton 

goods Will probably not be reflected immediately in mill 
activity, since mill e are ettll sell ing from inYsntor1ee, 
The report ot the New York Cotton Exchange this week, however, 

mentions tor the first time that mille whose etocke h&Ye been 

annreciably reduced are increasing operations. The report 
s~izee' tne si tuation by sayi.ng that "although unsold etocke 
at m1lls are understood to be now relatively light, and un­

fill ed orders have increased, it is yet doubtf ul t hat orders 

are grPater than atooke , and manufacturers want mor e for ward 
~Jstneas before they can be oertatn of a healthy noei t i on tor 

eXJ)&Dsion or output.• 

Cotton exports have pick ed up again, and are now about 

4o7,000 bales ahead ot laat season, wi t h the first half or 
the season not yet compl eted. An 1~ortant factor i n the 
tncreaaed export demand, despite Japan 1 e decreased takings, 

i s the low l evel or prices tor American cotton. Our cotton 
1s not on11 low in absolute prioea, but ia probably at a record 

low in relat ion to pr ices tor foreign oottona, 
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Co.modity Pr1cea, 

Prices or sensi tive oommod1t1es have sagged somewhat rrom 
the highs reached about the lOth or January, w1 th copper and 
,1des showing most noticeable weakness , A reduction in copper 
prices bv pr imary producers , who had tor some time been hold­
ing their asking pri ces above the general market level waa 
an unfavorable market !actor, A recent reduction in d~mand 
tor t1n1shed leather 18 reported to have weakened hide prices. 
The BLS index or prices tor 30 eena1tive commodities remains 
above the December level , while the decline in the Dow-Jones 
futures index has carried it back to ita December level , 

The development or drought conditions 1n the Middle Weat 
has recentlv had some etteot on wheat prices. During the last 
four months or 1937, When moisture is normally stoced 1n the 
ground to sup~ly winter and spring crop&, the amount or pre­
cipitati on i n Iowa was only 56 per cent or normal and i n South 
Dakota 54- per cent , It ranged between 65 and 67 per cent or 
norm~l in ~ansae, Nebraska, Missouri and Minnesota. A drought 
sight become an unfavorable business factor in the tall or 
193S, though i t s effect 1n stimulating price rises tor agri­
cultural products would be an offsetting factor . 

Our studies of production t rends in relation to basi c 
demand i ndicate that the situations in the pet roleum and 
l umber industries are likel~ to have a retarding er tect on 
bustn~ss activity over the next several months. The produc­
tion of crude petroleum, wh1c~ has a weight ot 5 .0 per cent 
1n t he PRB index, has tor some months been running at a level 
substantiall y higher than consumption. As a result, the 
~oo•stic stocks or gasoline on January 15 had increased to a 
level t hat could normal l y be expected at the end or llarch, 
when the peak is usually reached. I nventories or other 
oet roleum products have s hown corresoonding increases. Pro­
duction curtai l ment measures recently initiated aeem likely 
to be cont inued tor some time in order t o reduce stocks to 
near normal, 

Lumber production, which bas a wei ght of g,o in t he FRB 
i ndex, has likewise been running tor some months at a higher 
rat e than consumption, according to our estimates . Despite 
a ~ecl1ne in lumber pricea during 1937, which should tend to 
stimulate demand residential construction has continued at 
a l evel aopar entiy too low to reduce lumber inventori es. A 
declining" rather t han a r ising t rend in lumber product ion 
seems likely over t he next several months unless a substantial 
1~rovement in resid~ntial construction occurs. 
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Tbe BL8 in4ex of faot01'7 •1111lopnt tariq Dee-ber 
(unadJusted) 4eol1ae4 to a lenl 9.6 pointe lower tball in 
December of t he pre't'1oue Jear. ne Deoeabel' in4ex of d8.5 
represents a .. yere c1l'op fl'oa the in4ex of 94.7 in lonaber. 
Pa,rolle were 14.3 pointe lower than in Deoellber 1936. 'l'he 
pe,roll index of 80. 9 in December ooaparee w1 tb 89.5 in 
November, and w1 tb 95.2 in December 1936. 

The FRB pro4uotion in4ex for January, according to 
Dr. Gol4enwf!1eer of t he Federal. ReeerYe Board, on the bae1e 
of data available for the first half of the aontb, seeu 
l~ely to be no different troa the Deoeaber index, which has 
been r evised upward t o 84. 
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January 2~, 1938 

Lunched with t he President . 

I told him that we had not yet let t he letters 
go out for l!exico and Canada wherein " e i nform them that 
we will buy silver for Feb ruary. I asked him lf he had 
any feelings in regard to our continuing the purchase or 
silver from Mexico. He said he had none and knew nothing 
about it , but I should check with the State Department. 
Told him that up ~o now our silver purchasing program had 
been entirely independent or any political conversations 
t hat ~ere carried on between our t wo Governments. 

Asked him about O' Connor's leaving. He shrugged 
his shoulders and I said, 1 Do you know the new Deputy Comp­
t roller or Currency? ' He said, 1 I don't even know his name. 1 

So I said , 'I t hink we ought to look into him very carefully 
if he is goin& to be Acting Compt roller or Currency, ' and he 
said, 'Absolutely.' 

I talked to him about bank holding c~anies and 
he said , 'I think we will be ready to send a message up on 
the Hill about February lOth.' I told him that we were not 
ready yet as we had the I nterdepartmental Committee working 
on it . 

I told him that as far as I knew this conmittee 
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ot Prof. Yerriao and Ruml. was simply studying what was below 
t he earth' s surface and were not studying t he people on top 
or the earth' s surface . He said, 1 That 1 s quite right.' He 
said , 11 hope after t he Reorgani zation Sill goes t hrough to 
have di rectly under me two committees , one studyi ng the earth's 
surface and one the people on top of lt. He said , ' To give 
you an example , t he Army engineers were goin~ to build a bigger 
canal somewhere in South Caroli na and when it came to locaUlng 
an industry there they had no idea what the district could sup­
port . 

I told him in discussing this matter with Prof. 
Uitchell that he had put it something like this: t hat we 
should plan so that ror every person who has s omet hing to 
sell, there will be sooebody to buy it. I told him that 
my experience with him t or the last 9 years, first in Con­
servation and a fterwards Farm Credit , I felt, suited me ad­
!Ul. rl\bly to work on this kind of a committee and that I wae 
very a nxious to do 1t as up to now I had not felt that we 
•~re doi ng any long-time planning to find a Job for people 

-no wanted Jo work. 
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He abaolutelJ agreed with me and wae •erJ enthue­
iaatlo about my worlting on auoh a ooliUII1ttee. I said You 
can disregard t he tact that I am Secretary or the Tre~sury · 
I don't have to be chairman of auch a oomm1 ttee but I aald 
all of my social senioe instincts urge me t o db that k1nd ' 
ot work. 

I told h1m t hat I doubted whet her M1aa Roche 
woul d come baok on the first of Yaroh and t hat I wanted 
an able manufacturer t o come i n aa Aeaistant SecretarJ and 
take charge of Procurement, Bureau or Engraving and Print­
i ng and the Mint. He firet asked me whether a man like 
Lowell L!ellett would do. I told him I waa verJ fond ot 
Lowell Mellett, but he would not do. He then suggested 
Dick Fuller, who, he aaid, euoeeeded Herbert Lehman 1n buying 
cotton textiles dur ing the War tor the Navy. I wasn ' t nry 
enthusiastic about him. 

Then he said 1 How about Cason Callaway. He would 
be perfectly grand. 1 ~he President aa1d, ' You know , h1a 
brother runs h1s buaineaa and he baa t ime enough. ' He said, 
'He is going away tor a three weeka1 trip on February 6th.' 
The President aaid , 'Would you put Publ ic Health under him? 1 

and I aaid, 1 No; no uae upsetting Tom Parran.' The Presi­
dent agreed to phone Caeon Callaway and aak him whether he 
wan t ed to be Aea1atant Secretary. 

The President gave me a long talk on what he haa 
been saying to buaineaa men. He t eAls that h1a conferences 
have been d1eUnctly worthwhile. He teela that moat or 
t hem, aa tar ae their knowledge or Government ia concerned , 
have t he int elli gence of an ei ght h grade school boy. He 
l et them understand that it they oontinue to attack him he ia 
going to attack back and, he eaid, ' nothing that t b.e Govern­
~ent baa said equals the bit ter attaclr:.a or buainea~ on him. 

I r ound the President in excellent f orm, tull or 
Pep and vigor. 

We got on t o the Jewish question and he told me 
t hat when Dr. St ephen Wise called on h1a he told him t hat 
he might aa well gi•e up any idea or the Jews getting Trana­
Jordan and why didn't they t hink of moving t he German Jewe 
t o a piace l i ke the colony formerly held by the Germane 1n 
lfeat Africa or get s ome new lands i n Venezuela or Lower 
California or Mex1oot He said when he auggeeted the poe­
sibi l ity of ha•1ng t he German J ews moved soma place other 

2?5 
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than Palestine, Dr. Wise got terribly excited and begged 
t he President not to mention it to anybodf elee ae it would 
deatry all their poeeib1litiee of winning their obJectiTee 
1n Palestine. 

The President said to me , 'Do you eee anything eo 
terri ble in ~ auggeationf 1 I said, 'No, I think it ie 
moat praotioal and I think it 18 t he only hope that I know 
ot ot eatabliah1ng the German J ewe where the:r can liTe and 

276 

earn a l iving.' I said, 'You know, my father visited 
Palestine years ago and made a report that the J ews should 
not send any more of their people to Palestine as the land 
could not support thea and he was terr1fioall:r oritioieed. ' 
The President said they ought to have at least 11,000 a 
!emilY; that certainly the J ews in America and other places 
could raise enough mone:r and t hat many Christiana would g1Te 
money t or auoh a purpose. 
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!Jr tbe secretary: 

You have asked that I giYe JOU a .. .orandn• on what I would 

do about holdi .ng companJ banking. 

I have no co~pelling conviction that action with respect to 

bank holding co~panies ia eeaential at thia time. Before being 

too cocksure abC?ut '1117 suggestion, I would want to deYota ~re tS. 

to the •tter. I realise, however, that it would not be verr 

ilelptul t o suggest either that nothing be done, or that a atud;J 

be 1nst1tuted. 

Au=ing then that the decillion baa been made to 8 do ao-­

th1ng" about eo-called group banking, (and the ~ore I think of 

that decision the leu I am inclined to diaagree with it) the 

following auggeationa are offered looking toward 

(l) Eventual break- up of existing holding co~paD:7 

bank systeu ; 

(2) Prevention of future expansion of holding 

company banking; 

(3) Closer interia aupervieion of exiating eyeteae; 

( 4) Limitation of branch bank expansion within group 

systems . 

I regard the proposed penalty under Recommendation No.1 aa 

essential in avoiding serious diffioultiee 1n connection with 

break-up o! existing ayat-· ~e idea tor this penalty i .e not 

lllJ' own, but I tavor it . 

Upa 
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prohibit allJ corporat ion (or ailll1lar buaineas organization, but 

not a Government corporati on) from owning or controlling, d1rectl7 

or ~irectly, attar Daoembar ~1, 19~8, mora than ten per cant ot the 

stock of any insured bank, 

As a penalty for violation ot this pr ohibition, either (1) den7 

to t he insured bank the right to declare and pay an7 dividends or 

(2) den:r to the holding company and ita shareholders, and to an7 at­

tlliated coJ:poration any right to receive div1danda trom the insured 

banka whose stock 1s held in exceas of the ten par cant . Th1.a penalty, 

nile pei'lllitting a now-ex1ating holding company to escape the hardships 

ot im:nediate dissolution , would neverthale aa give a strong urge to 

prompt liquidation. It would be esp ecially s trong, I believe, 1n the 

ease of Tranaamerioa CoJ:porat i on. 

This recommendation and the next go farther than the President 

has gone 1n t h.at they would ellld.nate holding company banking within 

a St ate as well as across state lines . I can see no more justitioa­

tion f or the Marine Midland type of group than tor the M1nneapol1a 

As a collateral requirement to Recommendation No . 1 , make it 

tO:llJ)ulsory ai tner 

A. For all banks receiving deposita subject to check to 

become insured banks , or 

B. For all banks, more than tan per oant of the stock of 

wh ich 1a owned by a corporation, to become 1naurad 

banke . 
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Reco.-endation liuaber 2 . - prohi bit any t'uture acquisition o~ the stook ~ an 1Jaured 

b.nk by any corporation (inolnc"ns by 4e~1nition ahrdlar typu 0~ 

business organizations; but not 1nolud1Da Ooval'DIIIental corporations) 

which would brins the total o~ the corporation •a holdiD&e , direct 

or indirect, above ten per cent of the total atook of ·the insured 

bank· 14ake the ·~~active date the date o~ enaotment o~ the Jlct. 

As a penalty ~or violation of this prohibition provide aever e 

fines upon the holdina COIIlpan7 and upo.n ite offi oera. Perhaps det~T 

t~ tr~ privlleau on exchanaee 11oenae4 b7 the s .:B.c. 

The collatera.l requi rement to RecoDDDendat i on lfo. 1 would appl7 

here alao. 

It wUl be aeon that this would prevent the oJq>ansion of hold.ing 

company banking within state lines as well as across them. Thua the 

future development of multiple- unit banking would t ake the ~orm o~ 

branch banking and be limited by State law 1n aD7 wa7 the State might . 
There i a no reason why a wholly intra- State group should be 

to exiat 1n a S tat e whi ch does not permit state-wide branch 

b~. Yet the state .migbt be power laaa, 1n the abaenoe of auch 

a Federal enactment aa 1e auggeated, to prevent the formation o~ 

a State-wide group . 0n the other hand, where state-wide branch banking 

is penni tted, there 1a no need or exouae ~or holding company bankinS-­

indeed there ia ever,. r eaaon ~or not pe1'1111tt1ng it; unleae tha view 

1s held that group ban!dng 1a pre~erable t o branch banking• 
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provide t or oo~lete ex••in•tion and a~erYiaion ot a corporation 

and all 1ta attiliat ea (corporations 11hioh i t controls and wh1ch are 

controlled by 1t) where the corporation owna ten per cent or more ot 

tbB stock ot an 1naured bank. Make the etteotive data the date ot 

enactment of the Aot . Provide appropriate penalties tor retueal to 

sub!llit to exaaination and superv1eion. 

(U the banks are national, en•1nat1on and a~ervieion can 

be bf the CoJ~~,ptrollar ot the Currenor; 1t -ber State banks, 

br the Federal Reserve; 1t insured non- member State banks, 

by the F .D.I.C.--or, since all three clasaee are insured, 

examination and supervieion misht 1n all oases be bf the 

F.D.I.O.) 
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Rec.-endat1on '-bel' •· -
Prob1b1t an 1Daure4 banllo .ore tban to per oent ot the a tooll: 

ot 'fbiob 111 owned b:r a oozporat1on, trca open1ng a117 new branob. 

Jake the ett ect1ve date tbe date ot eaaotatnt ot the Act. Prov14e 

appropriate penalt1ea on tbe bank and 1te ott1cera . 

Th1a would prov14e a turther IU"ge t o Tranaamer1ca to 41eaolve. 

!her now have branob ayateaa 1D Cal1toi'D1a, Oregon, Waah1ngton, 

Nevada, and Arizona. In each ot t h eae atatea 1t -:r be poee1ble · 

t o continue toward coaplete State- wide branob a:rateaa be.t'ore d1a-

solution ot TI'&DIIamerica. 

• 
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prohibit an 1n8UN4 bUlk fro• -.kiDS loau to or aeCillftd bJ 

tile 1 took ot &nJ' oozporat1on, or to the ottioera ot •DT oozpora­

Uon, or to att111atea ot &liT corporation, whJoh owna or oontrola 1 

direotlr or 1nd1reotl7, more than ten per oent ot itl etook. llake 

the ertect1ve date December Sl, 11138. ProVide penaltiee on the 

badr: and ita otticera . 
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F tl. Jr: Hello. 

January 24 , 19JS. 
l2:M p.a. 

283 

eper Pt.or: eonatlor Harrleon. Go &.head. 

!U!.Jr: Hello . 
senator: 
Harrison: 

l! .!.l .J r: 

H: 

!'.!! .Jr: 

i! : 

'l . l' .Jr: 

H: 

H.l.! .Jr: 

H: 

H. !J.Jr: 

H: 

!:I.!.:.J r : 

'l : 

~ . !.! . Jr: 

H: 

H.U.Jr: 

H: 

H.:J. J r: 

H.!J.Jr: 

H: 

Hello Henry. 

How are you? 

I'm all right. Got a cold, that ' s all. 

Oh, I'm sorry. 

How are you? 

I 'm tine. I 've been away t or ten days. 

Just got back. 

Jus t got bs.ok. 

Yes . 

And what I'm calllng up about 1e Clarence Opper tor 
Board ot Tax Appeals. 

Well , we've been - haven't been able to report it 
yet because Wagner haen •t been her~. 

I see. 

He onlY got here today . 

Uh-huh. 
An~ we're waiting to get. his 0. r. . , he' s tor hiM. 

Yee . 

But be hasn 't o. K' d 1t today, so we'll get 1t right 
in. 

Has wagner 0. K' d it? 

Well, he wlll today. He Just. got. baclt. 

I see . 
I tnetruct~d ay secretary to got hla o. K. right. ott. 
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!l: 

H.U.Jr: 

H: 

H .!I.Jr: 

!!: 

!l.U.Jr: 

H: 

i!.U.Jr: 

- 2 -

A.nyt.b.illg I oan dot 

No, eyeryt.h1ng·w111 be all rtght., I think. 

Well -

If there 1s, I'll let. you know. 

w111 you do that., Pat.? 

Yes . 

Thank you. 

All right., Henry. 

Goodbye. 
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H.!l.Jr: 

operator: 

uur: 
welles : 

H.u.Jr: 

f/: 

n.:!.Jr: 

1 : 

;u;.Jr: 

1'/• 

H .• !.Jr: 

If : 

H.ct.Jr: 

\\' : 

i! . .-.Jr: 

'II : 

Hello 

ur. Welles. 

Hello 

Hello, Henry . How are you? 

Oh, I'm fine. 

I hope you had a good trip. 

very successful. 

~id you get a rest? 
=nn~-

Complete. """ -· 
I 1m delighted. 

JaniUll")' 24, 1938 . 285 
3:03 p.m. 

The boys were - bad brains enough not to eend out the 
let.ter to Uexico and canadA in regard t.o our pur­
chasing s ilver tor the month of February. 

Yes. 

I had lunch wit.h t he President. I asked him if be 
had anything Jn it, and he shrugged his shoulder and 
said no , that h e knew nothing about it, but he t hought 
it would be wise t.o talk t.o you. I told him thst up 
t.o now we hadn't mixed our silver wit.h international 
politics. 

Yes. 

And be guessed - the part. he was concerned - he had 
nothing 1n mind, but I should ta~ wit.b t he De .ert.ment. 
- the St.at.e Department which I am now doing. 

Yes. 
Now, I wonder how you people :reel over t.bere. 

well my own reeling i s exactly what you•~e i ndloated, 
because I don't think t he two things ougnt t.o be mixed 
up unless it' s absolutelY impera tive, and I non't 
think it is, as yet. 
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H.JJ.Jr: 

II : 

I'.I!. Jr: 

W: 

f!.!.!.Jr: 

W: 

i! . U.Jr: 

II: 

H.!J.Jr: 

W: 

H.!! .Jr: 

rt: 

ll .!l.Jr: 

W: 

H.!.!.Jr: 

l'f: 

H.W.Jr: 

If : 

H. li.Jr: 

W: 

H.!J .J r : 

286 
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Well, I ' ll tell you what I can do without m1x1ng 
them. I can hold the letter up to the Yary last day, see. 

That's about a weak from now, 1an•t it? 
Yes. 

Yes. 

And, well - I don't know why, i t hnd to go up to New 
York from the Federal Reeer.e to the Bank ot Uex1co. 
I see. 

And I'll hold 1t to the very lest day, and it they get 
nervous and run around to see you, thnt wouldn 1 t do 8llJ' harm. 

That •a right . 

What? 

That wouldn't do any harm a t ell. 

No. Well, I'll hold 1t up to whatever the last day 1e. 

All right. 

I think the end or the week. 

All right , I don't tbin.lt t hnt ' n do any harm. 

No'l'f, ot course Suarez warned us t hllt he mi.gbt have 
to do something like this, didn't he. 

Yee , he did, and every effort wee made to d1&auade him, 
but I think what happened was that it was done while he 
was away. 

I see. 

And he went back to f ind 

Uh-huh. Well -

Entirely uneatiatactory, couldn't be 

No. 
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W: 

H.U.Jr: 

w: 

H.U.Jr: 

\f: 

H.!!.J r: 

1'1 : 

· H. !.I.Jr: 

W: 

H. l.! .Jr: 

W: 

il.!.!. J r: 

W: 

H . IJ .Jr: 

W: 

H. !.! . Jr: 

W: 

H.!!.Jr: 

W· 

• 
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More eo . 

No. 

I understand the diffioultiea juet as you do, and I oan 
onlY hope th~t they can come through. 

Well , some tiae this week I want to talk to you, beoauee 
the l ast time I saw the !.!exican Ambassador, he sai d, 
•Now, when are we going after the big things.• I 
suppose he meant, you know, the suggestions that we 
helped biJD. 

Yee. 

But there 1 s no uee even tallt1ng to h1a until I talk 
to you, and are you ready to talk? 

Well, I was going over that very problem th1e morning 
with some of our people, and we are practicallY ready, 
and I said to find out when your people will be ready, 
do you know? 

No, but -

well, they 1 re in touc.h with some of your people over 
there , and they're going to report beck to me what they 
say. 

I see. 

Well , I think the underst~d1ng i s about the end of this 
month, wasn't it? 

Yee. 

Yea. 

Well, I'm- I'm ready any t1.me. 

Well, fine. ·Let me then have a chance 
and talk to you about it, just as soon 
recommendations are formulated. 

to co!De over 
as those 

Will you give me a ring whon you're ready. 

I will indeed. 

Thank you. 

Thank you. Pel1gh.ted you're back. 
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11': 
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I •a glad to be back. 

Goodbye . 

288 
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cochran: 

!l.l!.Jr: 

c: 
H.lJ.Jr: 

C: 

l! .!!.Jr: 

C: 

!! . U.Jr: 

C: 

H.!! .Jr: 

C: 

H. !.l.Jr: 

~ . 
v . 

~ . ~.Jr: 

C: 

!i.~! .Jr: 

0: 

H. U.Jr: 

C: 

J&nUitry 25, 19~8. 
9:59 a.m. 

All riaht, thank you. Hope you had a nice 
holida,y. 

Very good. 

Good. Fine. 

Now, what are you doing with the franc? 

It's pretty wild t oday. 

Yes. 

It opened very nervous this morning and then 
got r ather steadilY worse. 

Yes. 

The control came in and has given considerable 
amount of sterling, not big deals but scattered 
nll around through a lot of banks , but it's 
improved a little bit the last nnlf hour. 

Uh-huh. 

came down from one fifty three s eventy to one 
fifty t wo eighty to the pound. 

Now I tell you what I'd like, and I wish you 
would diseuse it with the Ambassador. 

Hello. 

289 

I wish you would discuss this with the Ambassador. 
Hello. 

I didn ' t hear you now. 

I want you to talk over with the Ambassador what 
I'm goi ng to ask you now . 

All r i ght. 

I'd like to get from the ne~ ~inieter of Finance, 
a declaration of policy. 

Yes. 
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!!.U.Jr: 

C: 

H.M.Jr: 

C: 

H.U.Jr: 

I'• 
~· 

H. !!.Jr: 

C: 

!I.!!.Jr: 

C: 

H. t!.Jr: 

C: 

!'.ll.Jr: 

C: 

C": 

H.!l.Jr: 

C: 

H. li.Jr: 

C: 

H.!J.Jr: 

• ' 
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In regard to the - hie - the French GoYern•ent•e 
attitude toward the tripartite 3greement. 

Yee. 

Now I haven 't had any declaration trom h1m. 
Hello. 

Yea. 

And I'd like to get ~ne from the new ll1n1ster ot 
Finance. 

Yes . 

See? 

Yea. 

I~d like t o g~t it t oday. 

Hello. 

I want to get it within twenty tour hours. 

You w~t it within twenty tour hours. 

I want a deolarPtion from t he N~~ Minist er or Finance, 
Phat 11 his attitude and the attitude or the new 
Government toward the tripartite asree~ent . 

or course Chautemps gaYs that 1n his addr!'ss to 
the ()haaber. 

I know. 

But Uarchandeau bas not yet. 

No, I want it trom the !Jinieter or Finance. 

Rigbt . 

And I want to know what - between what limits hc' e 
going to try 1m~ bold the tranc. 

Between what limits he'll try to hold the trano. 

Yee. I don't 
deol&rationl. 
be'• going to 

- I don 't want any ot these general 
I want t.o kn?W between "hat. 11•i te 

hold the tranc. 

, 

Regraded Unclassified



0: 

!l.!.l.Jr: 

C: 

!' .!.I .J r: 

C: 

H. !.!.Jr: 

0: 

l!.!.!.Jr: 

C: 

l! .!I.J r : 

C: 

H .lA .Jr: 

C: 

I!.!J.Jr: 
,. , 
v . 

H.!! .J r : 

0: 

I!.U.Jr: 

C: 

u '' J r · ··:-. . 
C: 

I!.!!. J r: 

C: 

- :5 -

I aaa, 

s •• , And I .ant it w1 thin twenty four bo~&re. 

.Ul r16bt, air. 

!fow the other thing. 

PriY~te, or couree, air. 

1fbat? 

You don 1 t want b1111 to make any general public 
declaration, you want it Just for yourself. 

I ~ent it tor tb, Secretary or the Treasury or 
the United St ates. -- -

Right . 

~low - Hello . 

Yea. 

291 

When· i s tho next payment t r om Holland due t o Franc~ 

There 1 o no payment agreed upon a o near as ! oould 
tell yeaterdo.y . 

Yes. 

The payments on t he 15th or J anii!U'Y -

Yea . 

Are twelve and a halt mil lion t r ance . 

Twelve and a halt million trance. 

That was twelve and a hal! m1lli on tlor1ns . 

Yes . 

That wa1 t he 15th of Janu&r7 . 

'!e:J . 

And when I aeked =1 tr1end yeeterda1 1t &n1 more 
wae to be paid across, he said they are st1ll talk!cg 
about it . 
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I!.!!.Jr: 

C: 

!l.!l.Jr: 

C: 

H. !. Jr: 

C: 

!-!.tl.Jr: 

C: 

!L~!. Jr: 

C: 

H.!l.Jr: 

!!.!I.Jr: 

n . 
v . 

H. !I. Jr: 

C: 

~ . !!. .Ir: 

C: 

!! . tl. Jr: 
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Well, I'll get authorizati on for 7ou to go t o 
Holland, and I want you to go oTer there and find 
out if the7 are going to go ~ough with that or 
not. 

I OnlY hear an occasional word. 

I will get you - I will get you an authorization 
to go to Holland - hello, hello. 

Hello, I hear you now. 

I will get you an a uthori zation to go to Holland. 

Yes. 

To find cut what they are going to do about the 
balance of their F'J'enoh l oan. 

I think I can get it by telephone if you want me 
to try it. 

Well, I'll get you the authorization and 1f you 
don 't need it, that•a·all right . Hello. 

Hello. 

But I want to know what Holland i s going to do. 

Well, do you - I can try it by telephone th18 
afternoon, and I think I can get it that way . · 

All rigbt, but in order to eave tlme I will aalt 
the Department to give you t he permission to go to 
Holland. 

so, if I do not get. it. by phone, then I will go up 
by train . 

That • a right. 

Right. 

But I want you t.o aee the new Minister of Finance, 
and tell them - and I want to ltnow r.hat is he going 
to do about the franc. 

All rigbt . 

And I'd 111te 70u if poaa1ble to s ee hta today. 
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C: 

H.!!.Jr: 

C: 

H.!LJr: 

C: 

'! .!J.Jr: 

C: 

H.!J .Jr: 

C: 

!! .!.!.Jr: 

C: 

!!. ~!. Jr: 

C: 

!-!.!L.Jr: 

C: 

!! . U.Jr: 

C: 

H. !J .Jr: 

,. , .. 
H. !.!.Jr: 

C: 

• 
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Yes. You wan~ Bill ~o ••• him or ue to aee him? 

I wan~ you ~o Bee him, but I wan~ Bill to know about 
1t. 

And ror me to see h1m. 

Yea. 

R1ght. 

And I'll get- get ott a oont1rm1ns ~elesram on tb1a, 
on both th1ngo. 

Good. 

See . 

And I 111 - I ' 11 try to get the word trom Amsterdam 
th16 '8-t ternoon. 

Yes. 

And I ' ll try to see tho Uin1ster after talking to the 
Ambassador. 

That's right. 

And 1t I don't get their dispatches on the Dutch 
then I'd be ready to go up when the word oomee. 

That ' s right. 

After I settled up with the U1n1ater here . 

0 . K. 

Fine. 

Thank you. 

All right, sir. 

Thank you. 

Goodbye. 

Regraded Unclassified



!l.!!.Jr: 

Butterworth: 

!U!.Jr: 

8: 

!!. U.J r: 

'i. !!.Jr: 

? .!! .J r: 

B: 

H.I!.Jr: 

3 : 

H. l!.Jr: 

3 : 

H.l!.Jr: 

"· 
H.!! .Jr: 

8 : 

u .!! .Jr: 

9: 

• 

Hello Butterworth. 

Speaking. How ar~ you sir? 

January 25, 19~8 . 
1":39 p.m. 
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All right. Butterworth, ao you moot lit-ely know 
the French franc 1e behaving very badly today. 

Yea I do. 

An~ I've asked Cochran to ~ee to new ~1n1ster of 
F1nence. 

And ask h 1m 1! he won't give me a declaration of 
policy. 

Uh-huh. 

And .-her I as~c~ tor that- tell b1m I don't cean 
Just gener al1=nt1on, I'd 11r.e to know at between 
what pointe be expects to keep the franc . 

Yea. 

Hello. 

Yes. 

And I thoueht you might pass that along to the 
Br1t1sh Treasury. 

! w111 indeed, e1r. 

And I wondered 1t they might not want to ask tor a 
s1m1l &r decl~ct1on. 

Uh-huh. 

You ccc . 

Yea. 
I don ' t mean tor ;)11bl1c purposes but Just where we 
know where we stand. 

Yes. 
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Because the franc ia now worth, 1n our money, 
three twenty three and a half. 

I know. 
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And I'd like t o know where they are going to l et 
it go. 

Quite . . 

So- and I told Cochran. I ' m very ins1~tent that 
I do ~~nt to kno~ about t hat. 

Quit e . 

And the other t hing that I'm trying to find out is 
whether the Dutch are goi ng to go through with the 
balance or t heir loan to France. 

Uh- hub. 

And ·I have - unable to find out ~vtbing about 
that. 

Yes, sir . 

And I wondered i f the British Treasury knew 
anything about that. 

All right, sir. 

But I told Cochran to make dvery effort to get 
through today , or couree I know - what - r.hst t i me 
is it over there now, s even? 

tro sir, it 1 s about ten a inu tee to s ix. 

Six. Well, it's pretty late tonight. But you'd 
better s ee them the firs t thing in the morning. 

Right, s ir. I'll see t hem tonight if they 're 
there. 
well, maybe you oan see them tonight. If you 
get anything, call me back. 

Yee air I will , nn1 I cen give you whet the 
mar~et r~ele about the t ranc over here. 

Go ahee.d . 
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And ae you eaid the franc dropped today to almost 
one five tour to t he pound. 

Yea. 

And it would have gone further. 

Yes. 

But t here was a scare on the part or the exchange 
dealers . 

Uh-hub. 

or a squeez. 

Yes. 

They didn 1 t know at what point t he control might 
come in and push it back. 

Yes. 

But t he control i s not operative very much here 
today. 

I eee. 

And the general f eeling 1s with t he market with 
t he stabilization - t he French stab111zat1on fund . 

Yes. 

Hasn't got very much f oreign exchange of gol d. 

Yes. 

And that they are going to let t he r a tes flY. 

I see. 

And there 1s a general sense of demoralization. 

Yes. 
Although t h e parliament trading has not been large . 

Uh-hub. wen, it you get a.nyt.hing tonight, you 
call me, will you? 
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~ impression ia the t the people here, that i s the 
official people here, reel that the French are 
heeded tor depression and really don't know what 
tbe1r policy ie . 

Uh-hull. 

Or i s going to be. 

I see. All right. 

But I shall 
talks with them. 

r 
Yea , end it you get nnyt~ C!.ll__.!le· 

I will, sir. Thank you very much. 

Goodbye. 

Goodbye . 
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CORRESPONDENCE OAT« ~-~~ M 1 J IM• 

S U8JilCT1 !W,Wimp Wif A''nQI lftl ..... , . .,. 
I Nll .. l.r. Bol\oD at aooauaa a4 .... *"h•r• .,..,. t1'0II 

1t11tral untuoi'Ula 11\u'lOGt \hue ware epMlal r .. ._. r.r te-' 

• •liD••• of \be tree. a. t'beu.bt \h-. ..... a4 _e ..... tb•, 

(1) the rreoh exebnftl n ftla4 1e -..n .. a. (I) aa..n_,, wa• ha..U. a 

poor U•• With ble lallor ebute bUl, \bet 11 \ha blll *lab 11 

to bl'lq ~el'e lll4 -.lor••• lato -• eon ot an ... •et 

a 4 proY14es tor aftibaUOG rather \baa ntrikae, (I) 1\ was ballwef. 

tha\ the eoc1al1at panr bad epllt m4 \ba\ t he mr•• left ot \be\ 

lhlh frau were e\ lH 1/1 a\ \be 

t he aarke\ 'alkef. tree1r &boat 170 rate (\bat 1 1 a.to oete 

!he ••aJm••• ot the tr?Dot he \boucbt, bed broucht alloa\ 

.Ute eo •"•* OD t he balla blat, apan trc. \hie qapat.b.Ua ettaet, 

bt thoucbt t ba wealaleae ot \be latter ouneoy wa• allo due to \be 

,oU Uoal a1Wnt10D ftiob wu aot aa 1104 ae 1\ app....,.. oa \be eurtaoe 

• 4 panl)' al10 to \be tan \bat trade reetrioUoae were ~illc to 

altuat1•• •etbv \be waalmeae ot \ be balca 1111N14 4..,alop 

fUl'\ber wae a .-aen1oa the\ •• blll.al •*ef. 1a \be nrioue auk-'• ~n 

ftaUo 1a\enwp\loae aa4a ooatSauaUOD ot \be -ereaUoa 18-

,0iaibl e, 1b.a I ..Uet lol\OG .,ala, allod oa~halt e blUr later, be 

1114 he hl4 .,U• te •a111• a4 PaJ'le 1a \be •-U••· 

Betcl•l ttae.r had tol4 blll, oa the \alepbolle, ba4 l on abov\ 

&110,000 wl'\b of 1~4 to Loeclell _. .. UMI'~ fhle •• tba tire\ 
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tilt ihil bad happ•e« IS.11oo \ho InDo had tune« woak 1.11 Oeo•bor. 

•I 111ppo11 U 11 a lip ot \ho aarttn' • 1Dtorpre\aUOD ot aa\ 1o 

t o happc \o \ho trOD c. It I\ waa do1111Uill 11he\hor \ho belli tlftld 

able t o r•alD a\ tho pro•-' lwel With \ho InDo po-e~ weak 

11\lllllllh we1Do11 ot \ho bella lllftld llOt llM.,Nr117 toUow '117 tilT 

11 t he 11Wa\loa 1D Bell1a waa eaih d1ttorct troll \bat 1.11 

Attn aU, \h.,. 414 h&Yo 1D Balc1• a ta1r17 aoUd -aas.o 

poe:Ln11111 , Ca1'11uel had ... .a TOl1' worried. Bolton did aot thilllr the 

l'r111ch int111c!.ed reaU:r to PIC the ra\o a\ 1117 leYel, 'lb1ab1 he \hoqh\1 

a wiae thiDI tor th• ~ do. I alked wbe\hor ooat1Dued welboa• 

tht tr111o WOQl.d affect tho 'frlpar\Uo .&,ro•eot 1D 1117 n;y, Bo •· 

•.t.a tu 11 wo uo ooaeel'lled, 1t _,,, We h&Ye \ellced \bia 

n •o•• praterable to •e to pat up w1\h 

tilt diM4YmtiCel of a tluetua\1.111 InDo t or the U•e bailll nth_. tb• 

h111ce abftld eatutiab nchtDIO OOD\101. • Bo -.phaa1aed \bat tbh 

hh 01111 peraollal oJ11l1•• 

I 11lqu1re4 bow tho cSollar waa behaYiDI md bo replied thd 1\ 

bf11lln1nl to. boooao a Uttlo a\J"'DDor. !ho d1at:rutt 1md01' 'lhiob 1t 

had bet~~ reocUy did aot ... cuno ao m4ct •-· Bolton na nab 

latv.ned lll our a1tuaUoa ODd 1Dtaired wbathor \b1.111• wero 1api'Orl.el 

11th ua. l talked to b1.- at - 0 ltDI\b, apoko about .-41\7 pi'1Ha, 

the latest ticlll'OI tor atHl p1'041le\10D, oto. Bo •-ed pn.aril7 1.-­

ttttnec!. lll ~I' oapi\&1 aartr• ... ODlliOIII to IIIDOW wbe\bOI' \hero ... 

~lta1Lt01u or l\a .... 1111 ~ 11ho\ to Ua•, n a d1a\alloo ot a,ooo 
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Be retened \e ~~ I-.e••• et-.u.ea 'r 1.,U, thn then 

hl4 bee ao aore wt4eee ~""•UT et 1..-••• ..Urith1 1a tile 

~- •ark-' •• 1a .. 1.H4 1lb-'her n •• et 187 •n 111« 1111.-•tl. 

I wl4 hill \hit n 1114 110\ .-4 am1eae4 \hat \h ........ to ~ ... 

t.t41a\e ae.a, " l•n, tor hnher 1&14 lhl.-•t•, l\1411a1 "' ~~ 
r.n \ba' ,.,.. ••• Nl•••• w ••• Q a t• mtu• 4ellue .... ,.._ 

111 to \be laten fllllr•• nponet • ••· 
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Hello. 

l.!r. Secretery. 

Yes, Knoke. 

JMuar:Y 25, llM8. 
2:~8 p.ll. 

Knoke . I called London about noon time. 

Yea. 

And there are a few thinse which I thought you 
might be interested in knowing. 

I do. 

First of all he ascribes the weakne~e today'e 
weakness, of the franc in addition to'the seneral 
oituation, to the following three reasons. 

Yea. 

FirstlY, the French fund i s better ae he put it. 

Yes. 

Secondly Chautemps io expected to have a very 
poor time with h i s labor charter bill . 

Yea. 

That is the bill ~hich tr1eG to bring e~loyere 
and employees to come aort of an arrangement to 
arbitrate and not to strike. 

Yea. 

The third is tha t the Socialist party has split, 
and the Radical wing has thro~ over whole head -
baa thrown Blum over. 

Yee . 

301 

Consequently there is a likelihood - there's nobo~ 
knows Just bow the socialist would vote. 

Yes . 
Then be says the London market's ott a hundred 
and. seventy against a hundred and rttty tour, at 
the present time. 
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Juat. a a1nut.a - (Uida) better let !1111 go. 
Hello. 
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Talked of \he rate of a hundred end aeTent.y Ter,y 
r eminiaoent of what they talked about some three 
or t our months ago. 

Yea. 

Then he spoke or the belga. 

Yea. 

saLd the weakness iB partly - partly sympathetic, 
partly due to the tact. that. the political situa­
tion ia undesirable, and thirdly that. trade re­
st.riot.ione are beginning to ~tract. the position 
there. 

Uh-huh. 

Then we were cut. ott, and brought him back a 
little later, he said he had, in the meantime, 
spolen to BenJamin in Paris. 

Yea. 

BenJamin, he said, had Just told him t hey had 
lost two hundred and fifty thousand pounds worth 
ot gold today. In Paris , they are ver,y much 
worried, he said. There' s pr obably no intention 
to paying the rate at. any particular level. I 
asked bill! , •oo you t.hink 1t. 1ll affect. the tri­
part.ite agreement in any way.• He answered, •Aa 
tar as we are c oncerned, it won ' t.. We've t.elked 
about. t.h1s situation inside out.• 

Yea . 

•It seems preter3ble to put up with the disad­
vantages of a fluctuating tranc, tor t.he time 
being rat.her than to h~va to resort. to exchange 
cont.r~l. • He gave thPt ao his personal opinion. 

Yea . 
The dollar, he soid, is beginning to become a 
l i ttle stronger. 

Uh-buh. 
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They wanted to know about our position . ~e waa 
very much interested in our capital market , qut 
ie evidently begi nning - beginning to show a stgn 
o f unf reezing. 

Yes. 

He spoke about t he Japanese, there's been no 
activity financially in - by the Ja9anese, in the 
London market. 

Yea. 

And - but - he asked when c new gold shipment, 
I t old him r.e didn't know anything. 

'lfnen we what? "!!~.. . .• 

About any ne~ gold shipment on the way. 

No. 

From Japan . 

No , no . 

I told hi~ r.e didn't know of any. 9ut thet 1£ 
briefly r.hPt he told me, snd -

Who - who Aere you tp 1 ~ing to? 

To Bo-rden. 

Right . Now, whet !'v~ done, and this l e r~~JOU 
and Governor Harrison, only, nobody else, see? 
Just f or t he two of you 

Governor !!:J:rr!Son 1 G away. 

Well then, it ' s ror you only . 

I see. 

For you 
t hrough 
!"ranee, 
t ocoing 

Yea. 

n1y I have sent an official =eseage, 
~oc~anc , to the Uiniater or Finance ~f 

k•"~ him to t ell me what that ' s poli cy as -~ .~ to be, 1n te~s of rat~s, ee •. 
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And I wanted an answer in twenty tour hours. 

U.b-huh. 
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And I also sent word t.o the British Treasury that 
I ' ve asked the French that ~est1on. 

Yes. • 

Now - I di d that this morning, now we'll see what 
will happen. I enid I d idn 1t. want any speeches, 
I wanted them to talk to me in te~e of rates, and 
we ' ll cee what happens. 

He probably w18hee he could tell you . 

Well, I'll say t h is tor Bonnet. You know- you 
know the time Bonnet told ue, and he stuGk to it, 
you know. He - when Bonnet was the minister there, 
he'd tell uc he'd keep it between such and such, 
and he c id. You know that. 

Yes I remember. Ot oou.rae I would any today 
probably the pos ition ia - has gotten worse 

Well. 

And in that reason - i n that connection 

Right. Well , thanks very much and if !'?U hear 
snyth1nS let me know, and as soon as I hear from 
them, I'll oa!l you. Di d they make a rate today? 

Oh, yes. 

They did. 

But they Just lowered it a s a metter of teet. our-
buy at three twenty eight, clo• 

to three twenty nine, and they just sent anot her 
cable if the tranc should be under strong pressure 
we shoul d reduce the r~te to about three twenty 
eight. 

Three twenty eight. 
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Well, 1t was three twenty three wasn't it? 

Oh wel'l, that was a week aeo on '!'burs~. 'l'h1e 
aorning i t was the loweat - three twenty ti•e. 

Uh-huh. 

'!'hen 1t 1aproved a little about three twenty 
eight. We bought about two aill1on trance ot 
three twenty eight and a halt, roughly, and Juat. 
now the second cable hae coae in. 

The rate now - the aelling rate i s what? 

Well we are to sell trance at three thirty three, 
we are to buy them at three twenty e1ght. 

Buy at three twenty eight . 
now? 

And what is the rate 

About three twenty eight and n halt. 

I see. A,ll right. 

All right, sir. 

It's a nice business. 
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This morning the :franc opened at 150.30 to the pound. 

The rate had dropped to 153.70 by three o ' clock. I feel 

my co•enta on this subject are uonaoe111ary 111110e the 

infol'lBiltion which you haYS receiYed in the telegrams fro• 

Ooohrau is eo full and accurate. It occurs to me, howner, 

that perhaps you ll&y be interested 1n a few generalizations • 

. u the present time J'ranoa ia trying eilll.lltaneouely 

to pay for the last war and to prepare for another one. 

Franoe1 e burdens from intareat on the public debt , pensione 

and armament expendi turea are greater than can be carried by 

any taxation ayst• that can be drnaad on the basis of 

Franoa'o national inca.e at present. 

It is poesible that if a national goYernaent were for.ed 

in a moaent of gr-t •ergenoy the go•ernaent could deoree 

a forced oonyereion of the public debt eo that there would 

b e a great reduction in interest chargee. J:xpendituru for 

p enaiona ·might poasibly be reduoed alao. Howner, the country 

•111 b&Ye to teap up upendi ture !or land ar ... ent. Large 

addi tton&l expenditure• thia year for the air force and the 

nayy Will &lao be requi r ed. fbua it any a&Y1nge were ll&de 

throuP 
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thrOIIP re4-'1oa of P•e1oDe aa4 recllloUOD ot the lilt ereet 

rate oD the p!lbl1o 4ebt, they woul4 proba'blf be abeorbe4 

by lnoreaee4 expn41turee OD the II&Yf aDd the atr foroe. 

It appear• therefore tbat the olllr uoape fro. the 

financial i~••• would lie in the ohaaoe tbat it aight be 
· bf dirftOt negoUaUoae 

poeelble in the De:rt fft IIODthe to wort out/eoae &greeaeat 

wi th Oer.any for l1a1tat1oa of ar-eh, The f1DilDo1al 

eyetea of J'ranoe probably will break the bact of one MiDleter 

ot rtDanoe after aDother, until there appeare to be at 

lean eoae proepeot of lial taUOD of araamenh. 

WLLI'n. 

{ v t '\ 

:U:Lft 
.... .. ~ 
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as Vinister of rtnanoe, woul4 be loyal to the Tripartite 

Agreement• there was abaolutely no other oourae for bi11aelf 

or for the present J'renoh Go•ernaent, 

llarobandeau a&id that at the present t111e be waa not 

planning a monetary moTe. I aalted the li1Dister apecifloally 

whether they intended to let the currency depreciate to 

a certain point or whether they i ntended to rnalue the 

Bank of lranoe's gold stocko. To both of these questi ons 

he answered negatiYely. I made the remark that today the 

t'rano had been pm:mitted to :t:luotuate more than usual, 

having moved .to 154,75 from the opening rate of around 150.30, 

I asked the Minister what would be the limit to wbioh the 

f ranc would be permUted to fall. In answer he said the 

fr anc was noating, and that today the P'rench stabilization 

tuod was maneuTeriDgJ the franc would oct be left free to 

drop preoipi tat ely or indefinitely, Jl.archandeau ill81ate4 

that today the market bad gone further than was justified 

and he thought there 111gbt be room for a reaction because 

of thia. 
I waa told that the atab111zation fund had enough for-

eign exchange reaouroea to taka oars of the buainen today. 

Howa.er if there ia a continuation of the pressure on the • trano 
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franc suoh as wae witne .. ecl tod&y, it h not certain that 

there will be enough gold and foreign uchange in the fUDd 

to tide over the next two days. Karchandeau confirmed ay 

i mpression that the SW1es banking loan t o the l"rench ra1lway1 

would pro~ce no aore foreign exch&D£e. He told me that 

negotiations with t he Dutch banking syndicate were still 

i n progr11e but the}' could not definitely e:xpeot turlher 
• • 

!undo from that source. 

I asked the Kinister whether, if and when the present 

reocurcee of the French control are exhaueted, the control 

would take gold from t he Bank of J'rance. He replied that 

the control would do t hie. The fUDd, he pointed out, had 

not only provided the 8,000,000,000 franco foreign exchange 

to pay off the credit froe the London bankere, but bad 

also cedecl to the Bank of France approrllllltely 4,000,000 ,000 

trance gold. Be explained that for the fund to take gold 

f r om the Bank of France when it needed it was onlJ a nor-.1 

move, just as the fund bad yielded gol d to the Bank of 

France when the :fUnd needed france and was :f\111 of gold. 

The Minister said that today the franc rate bad not 

been held steady beoauee the control wanted to aee what 

the • r tet ' e re&cUons would be following the ruOT&l Jea­
terdaJ 
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tnday of reeu ioUone on 8})80\ll.atiYe traneaouona. Another 

reason was that the control wanted to con sene ita aleD4er 

reeourcea until it might better see what the trend of the 

market would be. I questioned the Minister again aa to 

how far the fra no would be peraitte4 to decline. Be replied 

that no limit had been eatabl1alla4 and that on this question 

only the GoYernaent could take the final deoieion. !he 

llinieter is free to inatruc1i 11&11eu"fering -.ch as 1ihe fund 

had done today, and he said he would not heeUah 1io haYe 

the fund ge1i gold from the Bank of France to halt the de­

preciation when it appeared that auoh interyantion was 

timely. · 

I asked the Minister about the resources of the Treasury 

itself . He said that in or der to aeet the end of January 

requireaenta of the Treasury, 1t would not haYs to use 

ita cretit of aore than s,ooo ,OOO,OOO franc a with the B&Dk 

of France. The French haYe not entered into any negot1atiODa 

f or a n ew oredi t fr011 the Bri t1ah bank are. It 1B pl.alma4 

for the preaen1i to iake care of the GoYernment ' 11 nee4a dur­

i ng February without rofoourae to the credit at the Bank of 

France. The present plan 1a 1io do thie by 1Bauing turthar 

loans on the Paris •rk81i by public 1Baue of the type of 

the Algerian Qoyernaent loan, which 1e still open to the 

publio. 

111nia1iar llarchande&ll sent hia waraeat rep.rda to 

B. aYnreaaed hil a1ncere dea1r• 1io 
Seore1iary llorgan1ihan. --r 
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gi•• full cooperation on the tripartite declaration to hie 

American colleague. 

I b&d a talk with Rueff after I left Karchandeau. 

During the oon•ereation with Rueff I gained the •ery def­

i.nite impreallion that the present French Go•ernaent bae 

actually deoided upon no new monetary policy, and will 

follow the eaae tactics ae Bonnet used and a e eet forth 

i n the foregoiug. Allowing the franc to drop to today ' e 

level through -.neuTering 1e the only difference eo tar. 

In etrioteet confidence Rueff intimated that a new majority 

in the Chamber is necessary for any new moYea. I n the 

oiroumetanoes it may be, therefore, that the current franc 

decline may not be entirely unwelcome to the Ooneer.ati•e 

element in the Qoyernment, and t hat t his event may -en 

be used in an effort to eliminate O~iat support. Tbue 

there might eventually be a IIO'f'l fur t her to the Right, and 

finally the type of llation&liet GoYernaent might be achieved 

Whi ch ie considered ess ential by the capitalists before 

t hey can think of repatri ating the tunde they b&Ye abroad. 

I had a telephone oon•ereation wi th the Bank of France 

at 5: 45: foda:y . approxi•tely 900,000 pounde bad been loet 
' 

by the oont~ol. .lt closing the control bad managed to bring 
: . . 

the rate t o 151. 90. 
' 

In my friend'• opinion, toda:r ' • attack 

wa8 pural:r spaoulati'Ye. I b&Ya an appointact Wedneeclay 

morning to oall on him. 

DD dSS.A.CB. 
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Beoretarr Jlorge~tbau requeet 1 tbat Coollru be author­

ized to go t o the Jetherlude if aD4 when it appeue to 

hia to be neceea&r)'. The purpoae of the •iait ia to 

trr to get infora.Uon repr41ng the •tter 41BCUned o.er 

the telepholle with h1a b)' the Secretary of the Tr•aury 

on January 25. It 11 anuaed tbat Cochran will keep 

the Legation 1n the Hague tully adYhed u th1e •tter. 

The Department ie agreeable to Cochran's malting 

thh trip. 
BULL, 

C: VI ii. 2'i 

~ .. . ~s 
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JRCih Aaerican llllb&esy, Parh 

10.1 UO ( UOTIOJ OJ I) 

DUll January 25, 1938, 6 P••• 

B'l'RIOTLY COliiJ'IDJ:R'l'UL J'CI\ THI SIORI'U.RY OJ' TH1 
TRJA.SURY J'ROK O<XlJIRAJI, 

Iaaedia~aly af~er receiTing your telephone call 

at 3; 00 o'clock ~his afternoon, I telephoned Trip 1Jl 

Aasterdaa. I waa iJlforaed by h1a that subsequent to 
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the paying oYer of the twelTB and a half million florins 

on January 15, no arrang811lant had been concluded with a 

Tiew to grantiJlg J'rance any new inatallllant of the 

J.aaterdalll be.nkiJlg credi~. OonTareationa are continuing, 

and no definite decision haa been ~~&de. In this connec­

tion The Dlltch haTe placed aoae questions ~o ~he J'ranch 

GoTerzaen~, bu~ rapliea baTe not yet been aade. The 

J'renoh nnanoial situation waa worrying Trip• he at ill 

thinks tha~ \llleatiafac~ory poli tioal fact ore are the 

prinoipal oause. n waa hia opinion that J'renoh bank• 

oould not g1Ta the J'ranoh Treasury 11110h new tniPJlOr~, and, 

on aooO\IDt of the oredi~ now r\lllning, he was oer~ainlY 
not optiaietio abou~ auch aore help ooaing frOII -t;he 

Kendelaaohnn group. 
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I •• reoe1Ye4 for ~· f1rn U•• bJ ~. -

ll1llh t .r of J'1JI&Il0e, llarchu4-., at lh 00 o • oloak. 

Rueff, who wae &leo preect, thowtcl ilbe 111n1ater a 

oablesraa which bad bea reoehtcl ~h afterDoon fro. 

t he french J'inanoial .A.t1oaoh' in ~e United Statu. 'l'bh 

cable en for~ •• York :nmore wi~ reference to the 

trano and reprding tbe poeaibilitr tbat the trano a ipt 

upset ~e tripartite aonetarr aere•at. 

D D BO'l'IC. on. 
BULLI'l"l' 
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~t t I~ (IL!l"Y?'!., "Jd, 

/---~ !/-3 

re : '"ttacned"fta fhint: t on l>tur "o~ 1/~ '/']8 -

11 Cre&t Bri t ain a~<o J !'pan h: ve rePCII<>d an 
urreement \',he r eby Ju)n•n will not carry tHe 
wu r to Canton, etc . " 

/ 
Treaaury O.parwen\ 

Divieion or Reaearcb and 6\a\le\ica 

l/25/38 
Da \ · --·-······· .. --........ 19:17 

To: Secreta%'7 llorgenthau 

rra: llr • Wh1 u 

COilfinlation ot thia report 

doee DOt ~ar 1n thie 110rn1n&' e 

·r~··, •Herald Tri~· , .. ubingt.on 

Poet" , or .. all su-t. JCIIIIl'DAl" • 

copy of "St ar "returned to Dr. 
White 2/3/JB as per lUes 
vnttuncey • s suggtnuu.uu . 

.. -
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eperetor: Go ahead. 

!U!.Jr: 
wright 
patl'len: 

!Ul.Jr: 

P: 

H.U.Jr: 

P: 

!'.I.!. Jr: 

P: 

H.I.!.Jr: 

P: 

'l. H.Jr: 

P: 

H.!!.Jr: 

P: 

ii.!.! .Jr: 

?: 

H.!I.Jr: 

P: 

H. I.! .Jr: 

"' .. 

Hello. 

Hello there, l.:r. Secretary. This i s Wr1glt.Patman. 

How are you? 

Fine, thank you eir. How are you today? 

Very well. 

I didn ' t know you got down eo early. 

Oh, you ' d have to call earlier than thie. 

I oee. 

I'm a- I'm a farmer, you know. 

That's right. Well, I am too. 

Good. 

Here's what I want to aok you about.. You know I intro­
duced a holding company bill over here. 

Yee. 

And you know I've been advocating t hat a good long 
time . 

Right. 

And I Juot reel like aeybe that - that you gentlemen 
should recognize my bill over here - l et me push it. 

Well, as a matter of feet I haven' t eeen your bill, 
Congressmen. 
Yee. Well, if you introduce one I thtnk you ought 
to let me introduce it. 

Well, can I think about it? 

Yes you can think about it . The reason 18 tbic, I 
aea~e you that I'd appreciate very much and I'd bend 
backward to reciprocate ror it. 
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P: 

li.l!.Jr: 

P: 

H.I.!.Jr: 

i': 

H .u.Jr: 

P: 

H.t.! .Jr: 

P: 

H. IA. Jr: 

P: 

ll.l!.Jr: 

P: 

IL!.!. Jr: 

... . . 
H.t.!.Jr: 

P: 

H.U.Jr: 

P: 

H .!LJr: 

• 
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I understand. It's Just that - the reason I'• 
hesitating is that I ' ve got thia oo .. ittee or all 
the agencies thst have to do with banka, see? 

Yea. 
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And we ' re auppoeed to meet thia week and t alk it over 
again. 

Yea. 

AB I've said publicly , ae rar ae I 'm concerned I've 
made up my mind . 

Yea. Now, let me send you a copy or my bi ll. 

Do t hat . 

1f.Y bill. has been very carefully prepared. 

Will you do tha~? 

Yea, it 1 e prepared in the Treasury . 

In the Treasury. 

Yea . 

Oh, I didn't know that. 

Yea. 

Who prepared 1 t 1 

Well no - it was prepared 1n the Comptroller's 
otri~e, in the Treasury Building. 

Ob, the Comptroller ' e office. 

Yee . 
ou send it on down and 1f things work 

~u~~ei 'dW~!1~~e then pleased to work with you. 

All right. Now I reali~e that we muet gi ve tboee 
i time to l i qui date or it will be holding coJil)an ee 

deflationary . 

Oh, I think, I 
;yeara ought to 

i • aeems to ae tbst three - per&onally, • 
be e.mple. 
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!'.l! .Jr: 

P: 

i!.l! .Jr: 

., . . . 
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' 
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Well, I put 1n that two years. 

Well , even two years. 

But we can change t hat 1t necessary. Well I'll send 
tt to you Henry. 

Thank you·. 

Thank you very k1ndly. 

Thank you. 

Goodbye • 
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GROUP :.l.t£TINO January 25, 1938. 
9: 30 a.m. 

Present: 

ll .:i. Jr: 

llagill: 

6. :1 . Jr: 

ilagill: 

R.' • • Jr: 

Magill : 

H. J .Jr: 

\tibbons : 

H . .-.Jr: 

~agill: 

Oliphant: 

Kr . Magill 
Mr . Taylor 
Mr . Olipbant 
lolrs Klotz 
Mr . Bell 
Mr. Upbam 
llr. Haas 
lolr . Gaston 
Mr . Gibbons 
Mr . Ucrieynolds 

Good morning, ev~rybody. ~/here's lilY llr . Mac? 

Out playing golf. 

Mr. lolagill, this note of yours last night kind of 
disturbed me. 

Not only kind of, it completely disturbed 

Vo you mind if I read it out loud? 

No. 

(Gibbons comes in) 

Hello, Steve. 

Good morning . 

me. 

1his is from Magill - a me11orandum I get e t night. 

"The Commissioner infor med me this corning of a 
special situation which has arisen with respect to 
processing t ax deductions Lnd refunds. Processing 
taxes paid were deductible for Federal income tux 
purposes . I n 19.36 toe tox was neld unconstitutional 
and tne Bureau now has some 25, 000 claims for refund 
aggregating over $500 millions. The Chief Counsel 
originally t ook the view that the processing tax 
was •••.• n Now, when you say "Chief Counsel," does 
that mean Oliphant? 
No, in this case it means Shafroth - either Shafroth 
or Wenctlel . 
It was Snafrotb; r•ve looked it up. 
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11 that h ••••• t e processing tax was deductible in the first instance . n properly 

(MeR comes in) 

Good afternoon. 

Those two s entences don ' t seem 
refunds of the t ax would constit~te 
when paid." What does tha t mean? 

- "and that 
taxable income 

It means this. I can give you ~n illustration· you'll 
see it better . The year tne) are particularly' con­
cerned now ~ith is 1934. No~, on his return for 19J4 
on individual who nad paid t hese taxes • ••• 

"hat taxes? 

Pr ocessing taxes . • •. would ta~e a deducti on on 
his income tax r eturn for the amount of processing 
t axes pai d . 

Give me an example . 

Here ' s a packer . 

'lake l. rmour. 

Armour and Company report gross i ncome of, let ' s 
say , $50 , 0JO, OOJ, or ~natever it is . Now, during 
t he year tney have paid two million dollar s in 
processing taxes; so on thei r i ncome t ax return they 
deduct two million dollars from the ~50,000 ,0J0 gross 
income in arriving a t tbe net inco~e subject to the 
income tax . Now, that is so far so good . Then in 
1936 the Court holds toe pr ocessing t ax unconstitu­
tional, so the 4uestion at once arises whether or not 
t his deduction which Armour took in 1934 was a valid 
deduction or not. See? 

Yes • 
Now, meantime, we•ve got the other factor. ~rmour 
and Company bas filed ~ claim for refund of the 
processing tax which it pai d in 1934· 
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I see. 

On the ground that t he t ax was illegal, therefore 
it is entitled to get it back . 

Yes. 

Now, that refund, if allowed - and there is a lot 
of question about that - if allowed, will be allowed, 
say , in 1939 or 1940, and it may then get the million 
and a half, whatever it is . Now, the original ruling 
which was made and published 1vas that Armour and 
Company could deduct the processing t ax 1n 1934 on 
t he income t~x, but that dhen t hey received the 
refund 1n 1939, say, •.•. 

Refund of what? 

rtefund of processing t axes . • •• tha t that woul d 
constitute t axable income to them i n 1939 . 

Tb.at was the original ruling? 

'l:hat 1' as the or iginal published ruling . And in 
th~ t way •••• 

~ell, did t hey ~now when t uey published that 
ruling that t he processing t ax bad been declar ed 
illegal? 

Oh yes . 

I see . 
Now, in t b.Dt way, a s they r egarded it, the thing 
would wash itself out; tne company ol'ould have bad 
the deduction but they ' d have to poy an income t ax 
on the r efund, so the t ning would •~ sn out. 

Now, I perhaps can expla in ors lly the r est of tnis; 
you may understand it better. 

Now, when somaiofi the~et~:sg:n:;:~tc~~~l~~r~~~ce _ 
the Review Uiv s on ° R i Division 
of t he Chief Counsel ' s offic~ , ~~etb:vc~~rect con-
arrives at what ulsedemhs to ~!en°made all the time . 
elusion that sbo ave 
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uba t 1 s t hat? 

••nd tha t is toa t there is very great doubt as to 
whetner this refund will constitute t axable incoroe 
11nen it is received . 

~he refund f h o t e processing •..• 

of the processing t u; &nd t ha t conse .. uently 
t11e better t~ay to hmdl e toe s1 t ut tion i s· t o cil sallo"' 
aeduction on the income tax r eturn of the processing 
taxes, i n so fa r, a t least, ~s toe individual bas 
cla~ed a refuna of t hose thxes • 

• .. ell now, look, I'm not a l awyer, and t O!!t 's wnat 
bothers me - not t na t I ' m not H lawyer, but t his: tht t 
a ~ublished rulin& of t he Tr easury OepErtment suys 
tnat ' mwn can m&ke a deduction fo r pr ocessing t axes 
pa i d ; and I'd kind of like to lay tois do•m as a 
principle for you peopl e to think <. bout . You see -
I don' t want you t o t alte my wor d - but if "'e make 
u publ ished ruling and .ve subsequently find we 1 re 
wr ong , L think t he Government should be t he loser 
r a ther t han the t~payer. Now- I menn I 1 d like 
you to t hink that over. I roean I don't .mow anything 
mor e d isturbing thLO for the United States Government 
to make a published ruling that you can make a deduc­
tion and t hen lfe find t lu.t r.e •re wrong and t hen we go 
b &Cd: a nd sa;r, • :<ell, the United Stct;s Govern:nent .. :.s 
\'ll"ong; •e•re terribly sorry . ue cant alloA' that, 
and you've got to pay in ' )4. " 

No>f, if Ne r re wrong , if Re were so du:JJb as to at.ke 
a stupid move, t hen I thinK t oe Unitea Stat es 
Gov~rnment soould nave to st bnd ~~e loss, and not 
t he income t ax payer . I Jus t don' t t hink it ' s f a ir; 
L don 't t hink it 1 s f air. 

I t hink bota Mr . Oliphant and 1 woul d agree wi t h 
your gener al philosophy . 

I mean as a general philosophy . 

Let me add tnis •... 

Now, 'ne diffi~ultyiint~{sy~~i!!c~~r$~~:~)J1~~5 i~ 
g ive you the iaea , s 
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t axes turning on tbls point. 

For d eductions? 

T~at is, Ne stand t o lose .... 
Not for deductions - not allowable ·- I mean 40 
million dollars? 

In income taxes . 

Tbat people deducted on income taxes? 
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Pr obably - they tell me around 50 million dollars 
tha t you're very ap t to lose completely . 

Nby? 

On the basis of tais earli er ruling . 

Now wait a minute. Xou made a ruling , ard l' m 
Armour, and you say to me, "l f you pai d your pro­
cessing tax, you can deduct from your gross income 
t he amount of t ax you paid," and I deduc t it. 

No-v, you see, you get into E. funny quirk, and that ' s 
t he point or t he memorandum . The statute of limita­
tions on assessments for 1934 will r un on Mar ch 15 1 

in most cases . Now, the tax~ayer ba s taken this 
deducti on already on his r eturn and gotten whatever 
benefit there was from i t . Now, suppose that it i s 
held, as i t very likely Mill be, ••• 

Dy whom? 

•.• by the Federal courts, that these r efunds are 
not i ncome a t al l. The result will be we can't go 
back and change t he 1934 r eturns, bec~use they ~Vill 
be closed, and t he r esult is that Ne •11111 lose the 
t ax with r espect t o t his deduct ion. 

May I come back ..•• 
J..et me ask you - will you (Oliphant). bold your 
taought? Sup;>osing Armour and O.:ompsny - and there 
ar e some companies who don' t fight this thing; taere 
s re some, aren't there? 
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Yes . There won ' t be. They ' re all fighting it nol¥. 

But supposing there are some companies that say 
"All right , we ' re not going t o challenge the ' 
Government . We w11nt to tt~ke our deduction. We •re 
not going to a sk for 11 refund . " Do I make myself 
clear? 

Yes . But I think there are practically none of 
taa t c11tegory . 

But I mean - do I underst~nd taa t tney sc.y you can 
make tais deducti on, but Lf the processing t ax -
wna t was toe additional par t of the ruling? 'F. as 
it all one ruling? uhr t dia tbey say in addition? 

'lbey took the position that the processing t Px could 
be deducted on the income t ox r eturns , that th~< t v:as 
a ll right , but th&t when the r efunds ·;o;ere r eceived, 
that those would be income . V:ell now, the difficulty •• 

When the refunds . • . . 

;,'nen the refunds of the processing t ax are received, 
those Nill be t axable income . NoN, a difficulty 
that you run into on the income tax all the time is 
t hat deducti ons on t he income tax side of the t hing 
a re for ~any purposes com~letely distinct . To state 
it !n the legsl form, as sim~ly us I can, the Tre~sury 
or the courts con give a t~xpayer deductions any time 
they Nant to . Tbere ls no licitation on th£t . Consress 
can. vn tne other band, tne question ~bether an ite~ 
is income or not is regarded us a cons titationol ~ues­
tion, and it doesn't make a aorn bit of difference 
whet her it's equit&ble t o r egord this as income, as 
it would be in t his cnse, or not . That i s , if the 
court will say - it might very Nell s ay, "A refund 
of taxes is just not income . To be sure, the t axpoyer 
has nad the benefit of t his deduction, but t hat ' s 
nothing in our lives . The Bureau wrongly - erron­
eously gave him that deduction; shouldn ' t have done 
it . But we can' t help that now." 

To s~arize i t • • .••• 

In a nutshell , tbe situation is tnis . I thin~ - to 
rq way of tninking, toe original r uling, 11hicb was 
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made some time in 1(936, I guess, ~as pretty clearly 
wrong. Don' t you Oliphant) think so? 

Oliphant : Well, it depends on whetoer or not it was followed 
by safeguarding legislation. 

~agill : The most disturbing f eature of the whole thi i ~bat you've got hundreds of millions of doll~s 
5 

urning on this thing and nobody does a darn t hi 
about it until here, seven weeks before t he stat~e 
of limitati ons is to run; then they come over and 
say, •Will you please get us through a piece of 
legislation which will fix us all up,• and the 
legislation would bave to be got tnrough before 
March 15, and your chances of getting it t nrough 
are certainly not so good. 

Gibbons: 

H. li. Jr: 

Oliphant: 

Well .... 
Just a minute, Steve, please . 

I want to come back to your gene~al proposition 
about the undesirability of the Government taking 
one position and the taxpayer~ relying on i t and 
our later changing our position . 

Yes. Tbat \"las what I sta rted 11ith. 

Oliphant : That's what you sterted \11th. I think tluit 1 s very 
sound and one of the most fundamental criticisms 
tha t can be levied against the administration of 
our government, und I want to point out that the 
Department bas been working for a couple years on 
that problem in connection with declaratory rulings. 
Let me also point out t hat it is 8 very complicated 
problem - while we could very easily have 8 st&tute 
which would enable the Commissioner and the Depart­
ment to bind itself wnen it once made a ruling , 
we ' ve got a very complicated problem in getting the 
taxpayer bound too. That whole probl em is focused 
and has bad two years ' work on it in connection 
with a plan for declaratory rulings which would t ake 
care of t his situation. 

I thought you had announced •• • • 
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:.e ha v e announced it, and t n e Sub-Colllllli ttee ha s 
approved • • •• 

olha t? 

Ways a nd r.leans . Tha t r e4uir es legi s l a tion. 

You've got to ge t a law th r ough on tha t? 

Yes . 

All rient . So we •re going &he&d on tha t . 

'I nat • s rignt . 

32S 

But it comes back t o tnis, &nd I ' d like to raise 
this q ues t ion . The so-ca lled Chief Counsel ove r 
tner e - I mean 7iht.~ t is t he wnole purpose of bavi.ng 
these things c ome tnrough t h e Genera l Counsel ' s 
office to the Se cr et ary ' s office, if this thing has 
been cooking ov er thore for I don 1 t know bow l ong; 
t< nd t nen s uddenly , on wna t ove r the date i s - J an uar y 
24 or 25 - i t i s la i d on my desk . 

That ' s r ight . '//ell , whet ac t ually happened is that 
!.lr . Shafroth, witnout consulting anybody, buried it . 

.duried it? 

Yes . 

How did he bury it? 

·:.'hat was up was the necessity for s a fegua rding l eg i s ­
lation to safeguar d tne position .vnich t he Go vernment 
hod taken, and ne sign ed 6 memorana~~ closi ng ~he 
files on t he necessi t y for ne.v legisln t i on , a na I 
knew no thi ng a bout it. 

'.Vhe n .vas it br ought t o your a t tention? 

Br ought t o my a t t ention l as t night . 

I don ' t s ee on •••• 
I ' m discovering t ha t f re uent ly - t hings t h&t you' d 
ordi narilY t hink •• • • 

Regraded Unclassified



llagill: 

B •. !. Jr: 

Oliphant: 

B.li.Jr: 

Olipoant: 

:lag ill : 

H.J .Jr: 

:.lug ill : 

• 

327 

-9-

I wish you' d suggest -but I don't see over here 
on this kind of a thing, which is certainly a matter 
of the ordinary operation qf the Bureau - I don' t see 
how we ' re going to know about it over here unless 
somebody brings it to our attention. 

Well , the whole purpose of this whole set-up is to 
have a General Counsel who has supervision over all 
of the lawyers in the Treasury . 

That• s right. 

Now, it's .... 

hnd we now have a Chief Counsel woo is coopera ting 
«ito toe General Counsel. 

But it ' s his responsibility to see that th'l important 
tnings come to him, and then to come to the office of 
tne Secr etary if and when he needs help. I mean that's 
the whole object of having the General Counsel of the 
Treasury, not having it the way we used to have it, 
with everything - all these fellows independent and 
clearing through the commissioners to me - to the 
hssistant Secretary. 

But I still haven' t got this thing. I s till don't­
you s ay ln t he memor andum you•re going to give me 
another memorandum? 

Well, in this .vay . 

I think it 's - to me it Just sounds impossible - I 
mean it Just sounds impossible t hat these · ··· 

It • s outrageous. The additional memorandum :otnicb 
I tfant t o give you is trtis . They come up here with 
this i dea but neither toe Commissioner nor the Chief 
Counsel ~s any concrete i dea as to what should be 
done t o cure the situation. They tarow their ha~s 
in the air and say, "We should have legislation, 
but they don' t agree on whe t t he legis~ation should 
be Now I say , "Well, neovens , there s nothi~ 
lliO;e imp~rtan t you can do • !low' devo~e a cou~t e you -
d s and make up your mind as to wnet er or n t 
w~t legislation you want, bnd tnen we'll see wha 
we can do about it." 

Regraded Unclassified



Oliphllnt: 

H.t.I . Jr : 

..log i ll: 

s . ~o~ .Jr: 

:ltgi ll: 

H. :.t .Jr: 

.iLgill: 

rl.J . Jr: 

ll~gill : 

ll . :J . Jr: 

i.tagill : 

H.- .Jr : 

:JcH: 

H.:.t.Jr: 

!AcR: 

H. ! .Jr: 

• 

328 

-10-

•1el l , •'lenchel does have pl an. a pretty definite _ his 2-B 

~~1~, ~11 right, I' l l see you people 10: 30 Friday 
a g ves you time enough, doesn' t it, to come in. 

with an ansv1er? 

r t ought to be done before that . 

Well, I' ll put it t hi s way: as soon a s you're ready 
t o s ee me, I 1ll give you the privilege. 

I 1d like to do tha t . 

I'll put it this way: as soon as you're ready. 
doN do you describe this thing? 

Processing tax deduc t i ons . 

\'/ell, as soon as you 1 r e r eady, I' 11 s ee you. How's 
that? 

r'ine . 

Now, have you got any t ning el se? I want to make a 
l ittle sta tement . Got something else? 

No . 

Uac , I wish - I nave an i dea - I don' t knOw whet her 
i t' s pr actical or not - on this . I've had i t for a 
long time. I believe tnat . e mus t have 15 or ~0 
administr ative &ssi st s nts t o t he various co~issioners 
a l l around t he Tr ea sury. I meon ever y fel l ow has en 
admint s trative man, ond you ' re supposed t o meet ~ith 
t hem once a month . 

Once a week . 

l.io you? 
Not every week, but I do an ~verage of once a month, 
I suppose. 
Now, do these people nave ~bout the same Civi~ Service 
r t> ting? 
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llo. 

Are they more o 1 r ess .... 

It depends on the bureau - size of the bureau. 

All right . Now, this is the thought I had in 
~ind . hbout 15 or 20 of them, aren't there? 

Yes . 

32S 

I'd like to sNap them around. I'd like to, for 
instance, take every e.dlllinistrative ass i stant 1n 
Customs and put him in Public Health; put the 
Public Heal th man over in Customs · and the fellow 
who 's in the Bureau of Engr r.ving ~ put nic over 
wi t h the Treasurer. And I ' d like to do it £bout­
certainly once while I ' m htire . I thi~ these fellows 
get, in some instances, to be little martinets, a nd 
far too much influence and power. And I •d just like 
to complet ely r evolve the whole group around without 
hurting them as f ar as Civil Service goes . But I ' d 
just like to completely - I think ever y t wo years 
they shoula be shifted . But I want to shift everyone 
once while I•m here - these fellows - and then witn 
the idea to go througn t he whole t bing . 

And tile little things tha t grow up over a period of 
time - little carelessness here, little carelessness 
toere, inching & little bit - this reno..- gets a 
little sometai ng, not illegal or immoral, but D - Just 
a little. That grows up in bureaucracies . But o new 
mao, wnen be comes i n - just ES wnen I came in, 
started t his investig~tion i n Internal Revenue in 
New York; every f ourth ma n Nas J ro; ped, either because 
of his bank account or something . ~very four t h man, 
on investi gution, was dropped . And we found that 
the same man - income t ax man for four year s straight 
hlld examined - we took t ne hundred richest men in !lew 
York and found out who exomined tne income t cx; in 
every case the same man for the pr evious four yea rs 
had examined his income tax. It takes a clean broom 
t o go i n ever so often. 
And I just very seriously - I mean little tnings 
here and little t nings there, which you cay find . 
As I 1tno1• ~eyself , right in the Treasury, "1tbout 
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men~ioning any names , we have f ound thi ngs oi 
on t or 15 or 20 year s , and it t ook me t h g ng 
di f ficulty in cleaning up l ittle funds-whi~hg~~test 
~c~~ul~t~~ hGer e anti t her e; 'Ibose t hings can• t help 

u ur e over nment . l he best way I know i s t o 
take t hese administrative fellows and put them i n a 
shaker a nd just shift them ar ound. 

Mac? 

I get t he i dea . 

Yes . 

I ' m entirely sympa thetic with the idea . The prac­
tict.bil1 ty, of course - some of these fellows -
of course, 1t ~-ould be u good tning 1f more than 
one person knew the Job, it ' s true . 

0 . ~ . , to use nn example •.• 

I don ' t think you can do it tt one fell swoop . 

I don ' t ask you to . But we ' d sti l l have our butter 
fund here; we ' d still have people bor rowi ng f r om it 
on things which they bad no right to do.. No••, I 
don ' t ~now bow many butter funds there are in the 
Treasury . I can't do that kind of stuff . I ' m 
willing to gather tnere ere lots of them, and .L •m 
willing to gather tnere are lots of tnings wnich are 
Just on t he border line . 

In Customs, r ight down the line - this 7J-year old 
age - Ne find when u mon wno i s t o get out - there ' s 
nobody to succeed nim, there ' s no under study. 

I know I ' m r i ght. 

Perf ectly sound . 
~nd I don' t say do i t al l a t one fel l swoop, but 
I ' m sure - and then i f you follow the t hing , you 
most l ikely will be dumfounded . nnd I'm telli ng . 
you t his, witll two Civil Ser vice ll!en sitting here. 
I' m doing you f ellows a kindness . 
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I r ealize that ' s true. 

I ' ll tell you wny. You t ake BurleN who from 
everything that I hear and the one ~d o~ly exper­
ience that I had wi th him - I found him t o be a 
square-shooter . 

He is a square-shooter . 

That one and only experience I had, I found him to 
be a square-shooter . That fellow has got to take t he 
rap for things which he ' s absolutely not responsible 
for. J.nd I've protected you fellows - like I never 
let Harold Graves go up on the Hill again; if I bad, 
ne•d never - wouldn't be r.lth me, beceuse be ' s got 
a matter which doesn ' t go on the Hill. But it' s a 
yrotection to you r egulLr ~ivil Service fellows , 
becbuse t hings grow up, you're here, you •~e going 
to stay here aft er I've left; it ' s difficult, without 
being personal, for you men t o criticize fello1·1s 
you•ve worked with for 25 years , )0 years . But if 
the thing came in t. nd thl! shake-up .vas here , us 
far as we ' re conc<~rn~d , it would keep our thing -
be just a jump ahead of a n investi ga tion . 

. iha t do you think, D1<n? 

I mean ~ r eally persoDLlly think I' d be doing the 
Civil Service men L kindness . 

Well I t hlnk the i dea n~s a lo t of .:1er1t, but I 
can't see ho~ you could t tke 6n aum1n1s trLtive 
officer from some bureau wncre be 's absol utely 
needed - his experience is needed - and snift nim 
over to another bureau ··10ere ne .~on ' t be Torth a 
dime for a year . 

Same argument - no one was born Secretary of the 
'lreasury . 

"ell, t hat ' s true . 
I mean nobody was born Secret ary of the Tr easury, 
no one is born President of the United St~,tes. 
Just like the story t he President told - r.ben I 
first • ent in the first day, I look~d tf i~: ~~~~ons 
of buttons on the aesk and I presse & i ~ 
and sat there waiting . They all cane rusning n 
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sai d , ' VIIla t do you .ant ? • I sai d, 'I want so!:!ething 
t o do , r n 

No one i s born Secre tcry , .no one is born R-esident 
of the United St at es . No one i s born an admin1str~­
tive assistant t o t he Secr e t ar y of the Tr easury. 
hnd I' m saying t hat t he things - and you know me 
well enough now - I have v sixth sense, and I always 
say t hat in Washing t on the t hunder cl ap never dr ops on 
you; you a l r.ays get plenty of warning . And there ar e 
things which have been going on t he l.sst couple 
l"ieeks, not 1n the Treasury, which I don ' t like, uld 
I ' d like to get ey shop r eady . I ' d like to have my 
o~n snop s~ept end cleaned, ~nd I can' t guarant ee i t, 
because t here ~ere things that were found here dhen 
I came 1n •.• TaAe Nar cotics, t ake any of these 
things - I mean Inter nal Revenue and t hose people. 
I don ' t go out and make public speeches, s ay, " Look 
&t t he' number of peopl e I •ve removed ." 

But I •m t elling you two f ellows, particularly 
McReynol ds , that if you play my hunch, r.hich i s 
pr ett y good mos t of the time , I ' d get busy and go 
r i ght strai ght through this whole business with a 
fine toot h- combing , e nd I ' d shift these fel lows 
a r ound just a s f as t cs you can . And t ell t hem, 
•When you go i n, l ook for things" - I ' m, not saying 
t hi ngs that - • look for tt1ings t hGt loolt off- color. " 
ihat ' s tne best way to oescribe it . And t hen I 'd 
take & fellor. , Uac, get nilll i n ther e, get him s t ar t ed ; 
then take ~other; let ' s say over a ptrioo of L y~er 
you shift them all . Over & pLriod of a yebr , evErY 
&dministrative f ellow in every di vision of the 
t r easury - put a new man in there . 

Can't be done by evolution. 

just let mv olu sixth sense, my elbow, Now, Mac, -.-
wor k . 

You know, poor old Gus Genner~~~r;ts~:~t~: ~~!low 
Secr et Service -

1
{k G~~ · t0~~ shoot i t off; they wer e 

neld ~ revolverte ti~~ the life of the Presi dent. 
supposed t o be pro ec ·~ 

P
ublicitY on Civil Service empl oyees 

If we ever got &DY 
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of the Tre&sury, we 1 d Jus t be cr uci fied . I•'Hl you 
pl ay it, !.lac, f or v1ha t i t r s worth? 

Yes, s ir . 

And use your common sense . I say I give you 12 
mon ths t o t urn over t he lot . But .1. don ' t know -
I haven' t g ot t he time - I di d when I went i n 
becaus e I N~sn ' t goi ng t o let t hi s bootlegging 
thing l i ck me, end I spent half of my time on it 
I c an ' t do it any mor e . • 

But t ner e ' s t hings - eyer y t ime you go into 
these things, it doesn t do - I get s i ck. For 
instance, when I f i nd t l~ee Customs inspectors, 
snd so for th, in Ne'lf York 1.11 mixed Jp in a wor ld 
narcotic r ing, and t hat kind of stuff - ~nd I don' t 
know how much more . But if you c ould only keep 
shift ing these fellows so tney get themselves out 
of thi s gr oove - who a re littl e czars - I mean i t 
r ui ns any government in the long run; any r overnment 
jus t falls by t hese fellows tha t ge t into these ruts . 
I mean - the Chief Clerk, I mean - you know tha t . 
I mean he got int o 1. rut and he got t o doing the t hing 
so long t hat , by God, it looked all r ight. It l ooked 
all right to some people .vho, if you a sked t hem 
point bl ank, "'Noulci you do so end so?• - nur course 
no t . • But t he fellow bad been doing it for 30 ye&rs 
and a f ter 30 years i t looks Lll r ight. 

Nor: , I have nothing particubr in mi.nd except the 
old funny bone kind of &ches a little bit . See, 
I r m not aiming a t anybody - but Just the old 
funny bone. Uac? 

O. K. 

What you (Oliphant) got ? 

(On phone) Bello . (Has conversation with Cocbrnn) 

(!.lr . Di et rich comes i n during conversat i on) 

• 111 you (Tayl or ) see t ha t t he cabl e goes off . it? 
confirming both things, or do you want me t o oo 

I can . 
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You get what I want? 
declaration • •• • 

One, that I wa.nt a 

Declaration 
Ambassador. 
to Holland . 

f~om the Minister, and to consult the 
he other is the authorization to go 

That• s right. Will you do it 'Nhen you go out? 

(Nods yes) 

I think it's time we got one . 

Yo~ot aey'thing? 

This thought: this fellow is jus t a stooge . 

A what? 

A stooge . 

f'or who? 

Bonnet probably. 

33.; 

Vlell, t hat's all right. I'm entitled to a declara­
tion. I ' m entitled to i t. 

Nothing . 1 111 aandle it with Us c . 

All right. 

Nothing , I think . 

(To Dietrich) 
conversation. 

That ' s all; I wanted you to bear t ha t 
(Dietrich leaves) 

I nave nothing . wome time today you may get that 
Chronology - may be 12 o' clock tonight . 

You doing imports and exports from America - little 
graph? 
Yes, I better check t hnt . Harry was working on it. 

I asked Barry l ast ni&ht. baid be never beard about it. 

llell, I knOW that ' s not right. 
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What? 

" e 111 find out. 

You know - imports and export s . 

You want all South American countries and all 
other • •.• 

lhe other important countries . 

I told him right a t my desk. He said he ' d go t o 
work on i t. 

335 

I sent you in a memorandum of the total amounts for 
the year. 

Yes , l got t hat . I sent it to the President. 

I have nothing else . 

If you (Upham) hear a ny gossip one ~ay or the other 
on this bank holding business, see, will you keep me 
posted? 

Surely. 

I mean on the Hill you may hear something one way or 
the other. Keep your ear open, will you? 

Incidentally, llr . :,right Pa t&n called ce up and said 
tha t if there ' s going to be any benk bolci~ company 
bill would we let him handle it . So I saia, well , 
I'd have to think it ovl!r. •.1ell, I'll plEy with 
r.ou . I got 8 good bill. It was written in the 
lreasury.n 

I said, "0h, was it? Well, that ' s funny·" 

"IVell, 11 he says, •it NtiS writ ten in the Comptroller ' s 
office . • 

(Hear ty laughter) 

Oh I ' m always 1n the same place . '-itber pl~:y your 
ca~ds on t op of the t able, or be darn sure you don' t 
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get caught. ~ither one or the other. • nd it's 
better to play them on top of the table. 

336 

You won't get much help from Mr . Steagall if you 
let Mr. Patman have the legislati on. 

Well , I'm telling you just to keep your ear open. 

I haven' t anything. 

You fellows are coming back at 10:30, aren ' t you? 

Yes. 

uid you see nbescoe ' s picture in this morning's 
!)a per? 

Yes. Good picture. 

He was a rguing for that airport , I saw. Treasurer 
said he didn't care one way or the other . 

You wanted to know IJ bout this little housing pro ject 
out in Idaho . 

Yes , v ery much. 
'lhe application is in Iaaho now, being checkeo up 
by the ~griculture people . hd was over there 
yesterday afternoon &bout three hours on the later 
project, and he says that's going elong, it ' s going 
to go through. We can get the reports back and 
forth from the field people of Agriculture. 

It ' s at rona •.• 

And .. . 
r-o-n-a- name or the citY, town, village . Oo ahead . 

.. , they expect that to be ac tuallY through end the 
money available some time in the next ten days. 

Grand . 
Just a matter - appears to be nothing 
formalities necessarY to complete it. 

but just the 
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Yes . 

On the other project thKt is to be carried out 
here . ... 

Yes • 

337 

• • • the Agriculture boys expressed themselves as 
perfectly willine to go ~he~d wito it. Of course, 
the &~plication has to be ~~proved on the basi s of 
~ specific project proposed . t/o·.1, Udo R&ll wd Ed 
roley are working toe ~relioineries up . Tney ' ll 
come to you •ith e specific pro?Qsal with r espect 
t o some particular l occlity thtt t hey have picked 
out for your a~proval •••• 

~ ine . 

.•• in due course . And Perry, a t }griculture, says 
that if the thing can be compl eted i n its pr eliminar y 
stage and a definite proposal made aey time between 
now and t he first of July, they c~n see thLt it is 
financed sufficiently, Lnd are l~parently ent husias­
tically wi lling Lo do 1 t . 

.kll right . Now, ~•ill you f ind out for me woo in 
rarm Credit is the man th~ t I could send for who 
knows the most obout hoN Rese ttlement h'ndled their 
loans to f arm fumilies? Not the r elief, but the 
loans . nho is over in Bill Uyers ' snop w~o knons 
the most &bout it, see? 

Dan I pickea up a report on t hat . tor instance, 
you' s ee -· for inst&nce, tne:r t s O<e everytn1116 t·~uy 
from the f&mily on L lobn in Resettle~ent, even take 
the tin jars tn wnlch they put the preserves, ~nd 
tney leave the fsmily .vHh nothing . 

"Well , whn t oo you \10 1 t for?" 

"The Bureau of the Budget says we hnve to collect 
the money . " 

Is that wha t they sai d? 
Yes and I' m going to run this thL!lf down. They tnke 
eve~ythin6 ~way . First place, toey overloLO the 
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fellow with more than he con handle, s ee· loan 
him much more. lben, Nhen he can ' t pay ~ wha t do 
you call the legal t hing, when you have t !1is _ the 
legal .... 

The lien? 

Repossess . 

~here 's another word . 

Foreclosing? 

No, they have - there ' s o wor d th~t t hey use. 

An at tachment? 

Probably invent ed one. Tha t •s a new concept . 

Here it is - "repossess ." And then, wnen t hey do 
this t hing, they say - I wouldn ' t circulate it - 11hen 
they do this thing, they say , "Well, the Bureau of 
the Budget is forcing us to do this thing." TMy 
just leave the f ami ly fla t . After overloading t hem 
wita three times os much a s they can afford , then 
they t eke the stuff away from them, even the frui t 
Jars , see? And t:ney sey, r Hell, the Bureau of the 
Budget is forcing our hand ." 

Pr obably Steve Garwood . 

Nell, whoever it i s , I want t o see t hem. 

All right, gentlemen. 
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January 25 , 1938 

Bell and Taylor met with the Secretary today 
at 10:30 to discues reply to Jesse Jones' letter to the 
Secretary, dated January 19th. ~,Jr thought the letter 
as prepared was very good. Taylor suggested that t he 
portion on page 2 reading "During the next three fiscal 
years ended June 30, 1937, the Treasury received reoayments 
on account of RFC advances 1n the net amount of about 
&750 ,000,000 leaving, 1n effect, more than $1,800,000,000 
of the original advances still unpaid as of June 30, 1937. 
Since a substantial portion of the advances made prior to 
July 1, 1934 1a still outstanding, I do not feel that you 
can refer to the financing of the Corporation of the Treas­
ury as being on a three-year baaia. • might be left out. 
Bell explained that he was Jus t showing t he amount outstand­
ing on which the Treasury ie paying interest. !Dl,Jr said 
he t hought t he letter as prepared was O.I. and affixed hie 
signature. 

Mr. Bell then handed the Secretary a reply to 
Jesse Jones' letter of December lOth re sale of RFC obliga­
tions to investors, and the Secretary approved this l etter 
and signed 1 t. 

(In connection with second paragraph ot t his lett~r s e!tth 
record of meeting with Bell and Taylor in connec on r 
Dec . l Oth letter which is f iled in diary under date 0 

January 7.) 
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llEOONSTR(T(J'DON FIXA.YUE OOIUJOUATIO.N 

WASBlNGTON 
JlSSCM J OHD 

~,.or'"' IIONtO la11U&J7 19, 19118 

J)ear Hell%71 

The draft of tbe bUl to el1al.nate rrc. our balance abeet 1taaa 

diaburaed b)' direction of Ccacraaa, witb respect to wbicb tba directors 

of tbe Reconatructioc Fl.na11ce CorporatiClll had no cboica, 1a ~, l.nclud­

lng tile !tea of l.ntereet paid tba TreuU17 on the 11011a7 we borrowed to 

lllke these adYancee • 

.t.pprorlaate}J" ,H,OOO,OOO of thia ~5,000,000 l.ntereat it.. wu 

35.! 

for l.ntereat paid the Treu11r7 011 the ~eo,ooo,ooo 19112 relief aa~~q ad­

ftlleed to tbe states under tbe !aerp~~c,- Ballet and Cocatrllctioe .t.et or 19!2, 

nda aone7 wae to ben bee11 retur~~ed to tbe RacocstructiOD Fl.nmce Corpora­

tion with l.nterest at ~ per 111111ua b7 deductillg tbe aneral uozta tro. 

ruture Federal bigbwq appropriatioos to tbe states, but Congreas later 

repealed tbis proTis1oo for re1abursuent. 

Of tbe , 6,800,000, 000 wbicb we ba ... disbursed 1A lOADs aad l.n ... st­

IMIIta for llbicb our directors ban respooaibilltJ, a little 110re tban ~ 

has baen repaid, which H&DS tbet upon tbe nerage our lOADs aDd l.nnatMnta 

hne been repaid ill lees tb&D ll ;years. Howner, t.ealldng II ;years t.e the 

. .. rage, approrlaatel¥ ~s,ooo,ooo of tbe ~o.,ooo,ooo l.nterut paid the 

l'rellllr7 l.n tbeee 6 7eara baa bean prof! t to the 'l'rusllr7 0D tbe buia oL 

the cost of II ;year aone7 to tbe pernaent. 

I pol.nt tbis out to show that we ban not bean an ex:penae to tbe 

Treaa11r7, a11d 1n j uatifica tiOD of our olaia tbe t we sboUJ.d not ba required 

to lose this l.nterest 1taa or , 25, 000, 000. 

Tbe 11011e7 all co.es out or tba - pocltet, but JOU ban a1118,)'e 

teken the position, a~~d r1ehti"Ul}J" so, that ODe govenuaeot departMnt 

ahould not profit at tbe expense or aaotber, &Dd we reapectfUl}J" requeat 

that ;you concur ill the proposal that tba l.nterut 1 tell ba l.ncluded 1A tbe 

cancellation or tbese obllpti<llla 1A which, due to tbe direction or c:oapoa, I 
we had no choice. 

I ~" -" that tbe reductica 1n our rata, affective lulT 1, 
ou ww re~ . ... d • rate• to our bo:iao ... 

1956, f roa 2-11/4~ t9 2-l/~ na t o ODablC ua "" re uc 

era propcrtionate}J", &Dd w1 tb that undarat&Ddille· 

Honorable Bell%7 Jlorpnthau, lr. , 
Secreta:17 or tbe tru•U17, 
llesbington, D. c. nd) 

(In LMP 

Sincara}J" roura, 

Cba.irMD• 

lla ebould ,.t atartad - · 1 H.l 
c.c.c. bUl 1e alao Nd:¥• • • 
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TREAsURY DEPARTMENT 

WAaHINGTON 

J_,. 25, 1938 

!hoM preMBt bea14ea tte S.cretal"7 were llr. JeaM Jol\8a, 

llr. !a,ylor, llr. Wulli&eD and llr. !ell. 

!be S.cretar7 referred to the fact that be be4 recelnd a 

letter dated Dece•ber 10, 193'1, fra. llr. Joneo ouueatlnc that the 

Reconatruct1on J'lDAUlce Corporation be pe1'111tted to tell ih own note• 

in the •arket to raiae !undo with wblcb to meet ita current require­

menta, !he Secretar7 handed llr. Joneo a repl7 4eted today. 

!he Secretal"7 then referred to t he letter of Janu&rT 19, 

1938, which llr. Jonea Mnt him at Sea leland, Georcta, recar4ine the 

propoud lechlat1on t o e lia!.nate tra. the balance thee\ and financial 

otataoenta of the BeconatrucUon J'inanco Corporation certain uoet itaoo 

353 

repreaentinc allocation• to federal and State .,enclea, 1nclud1nc intereat 

that the BeconatrucUon J'inance Corporation be4 paid the !reaourT on 

adnncea to .. e t theae allocation•· 'l'be Seoret&rT handed llr. Jonea 

a repl7 to th1a letter. 
·~-ee ~ let•ero and aa14 that the tint one 

llr, Jonu read ...., ••v • 

•et with hh wiah" and the Meond one waa all rich\ except tor tha 
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aattor ot intereat . Be aaid \hat thia itea 11 carried on the bal.anC41 

aheet ot the Beoonatruetion linanee Corporation aa an a11et and that 

It Concreoo authoriaea the eliaination o! the other 1t .. o, the intereot 

1 toa will otiek out like a acre thuab and would ha•e to be ahow ao an 

aaaot, I contended \hat thh H• ahould not be ohow aa an aant, but 

ahould be ahown aa an intereet upenae, Juot lll<e all other interest 

pa7aenh aado b7 the Beeonatruetloa liaanea Corporation, 

A.! tor aoae lencth;r diaeuuion back and torth it waa !inall)" 

decided that llr, Jones would aut.lt hh lepalation 1D tho tona ~geed 

upon by the 'l'reaaury and \hat at the hearing before the eo-1ttee eon­

aidering thia propoaed legialation, Wr, Jone• would bring up the question 

of the $25,000,000 intereat H... !he Secretary aa!d. thet llr, Taylor and 

I should. be t here to explain the 'l'reaaury' a Tiewpoint and leaYe the 

aatter entlrel)" to the e..-lttee aa to 'lfhethor tho intereot u .. ahould 

be elialnated troa the Beeonatruetion Finance Corporation' • balan.,. ahaet. 

-oOo-
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llr . Taylor then brougbt up the queotion ot legislation trana­

forring the railroad obligations held by tho TreasurY to the Reconstruction 

Wr. Jones aa14 that 
finance Corporation tor collection and diapooition. 

h t th TreasurY •icl>t tranator 
ao•a one in hh organisation had ~ated t a • 

h Tia!ODO of 71 (b) of 
then oblicationa to th8 Corporation under t • pro 
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the !ulla'upt07 Act, !be S.cre\81'7 414 aot ...,.t to 4hcuu the ra1lrol4 

lesitlaUon an4 tug .. te4 that llr, !qlor look 1ato the qu81Uon ra1M4 

'b7 IIJ'. Jonu u4 that be u4 IIJ', Jonu work 1 t 011t. 
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r, .!J. Jr: 
p. 
l!s.rrison: 

H.M.Jr: 

II: 

H.!.LJr: 

H: 

;z. !.I.J r: 

H.!!.J r: 

H: 

H.!!.J r: 

H: 

H.l! .J r: 

I!· 

~ .!LJr : 

H: 

il . !.I . Jr: 

H: 

H.!.! . J r : 

H: 

Hello. 

Hello , Henry? 

Hello , Pat? 

January 25, 1938. 
10:37 a.m. 

356 

I called a meeting. I ' ve got this Custo~s bill 
up this morning. 

Oh, yes. 

committee, so I called the other committee fifteen 
minutes ahead of time . 

Yes. 

For Opper. 

Yes. 

But t hey wanted to beer somet hing about Opper. 

Yes. 

So I appoi nted a euboommittee and they ' ll go into 
it i mmediately t h1C week. 

Right. 

Right away. 

Right . 
And t h e s ubcomi ttee 1B Kl.ng, and Herring f rom lows, 
and capper ! rom Kansas . 

Yes . 
TheY ' ll- they'll l ook into it this week. I told 
them I wanted eome of them up there,get through the 
thing. 

AnYthing I can do? 
Well I told them I wanted them to connect you. I 
want'them to contact you, I told the committee, tbe 
eubco1DD11ttee. 
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H.U.Jr: 

H: 

H.U.Jr: 

H: 

H.t!.Jr: 

H: 

H.~. Jr: 

v .!! .Jr: 

:!: 

H.!i. Jr: 

H: 

l!.!I.Jr: 

H: 

H.11.Jr: 

H: 

:!.U.Jr: 

That 1 a K:1ng, 

K:tng, Herring -

Herring. 

And Capper. 

Capper. 

Yee. 

- 2 -

Well now, w111 they - 1& 1t up - who makes the 
move? They c~ntaot met 

l'fhat I S that7 

Will they call me? 

Yes. 

I mean it's not up to me to call them. 

No. They ' ll call you. 

They'll call me. 

They'll contact you . 

!Ught. 

All right. 

Thank you very much. 

.. 
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H. t!.Jr: 

op .. r ator: 

H.U.Jr: 
!lsrrinor 
Eccles: 

H.U.Jr: 

.... -· 
!I.!!.Jr: 

::: 

H.U.Jr: 

.... -· 
H.l.!.Jr: 

!I. I.! . J r: 

E: 

I!. L! . Jr: 

.... -· 
H.!!.Jr: 

E: 

I! .!.!.Jr: 

... -· 

Hello. 

Oll.a1rman Eoclee. Go ahead. 

Hell o. 

Hello Henry . 

Hel lo uarriner . 

Did you have a good trip? 

Oh very good. Good rest. 

J&nWU7 ~ 19~8. 
12:07 p.m.' 

Feel nne. 

Say, I'm- I 've go~ to 1 i I waa going to come apo og ze to you b~cause over and have lunch ~oday. 

Yea . 

ve een ~rying to And the ~1~e Hous e called. I ' b 
get you !or a while. 

Yea . I ' ve had thoet people in here. 

I see. Well, I talked to Kieley . 

Yea. 
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And a week ago todaY- a week ago yesterday, I gueoe, 
~hen I was over wi~h J im Rooaevel~. t&Lting over 
var1oua mattero, it was suggested that I cigh~ cee 
the President. 

Yes . 
And eo last week I ~bought ~bat I'd eee him WednesdaY 

or ThursdaY . 

Yee. 
And aa a matter o! tact, I was go1ng ~o eee h1m 
about on - I guess it was Friday, that Usc celled 
me up. Well he was terriblY busy and I went over 
there and he was about M hour behind schedule. 

I see. 
So I sa id, 'Let me wallt out, I don't- • , l et oe 
help h.1m get caught uo on h1a echedule here and be 
0.z1 put my mee~ine ott. So l;!ac aa1d, •'fbat' • fine•. 
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I sai d, •You oall me any time that it's convenient. • 
see. 

Sure. 

Well he called thie morning nnd gave me this 
appointment. Now I had no idea that I rould -
that I would be going over t here ~ 

Uh-huh. 

Until possiblY the latt~r pert of the week or at 
least unt1l I called again becauee usuallY you hav~ 
t o call a · half a dozen tlmee. 

Yea. 

So I Jus t wanted to tell you that. 

Well did you ~ant to come over some other time. 

Yes, I ' d like to. 

Becauee t here ' s eeveral things I'd like t o see you 
about . 

I'd like t o come over. I - I -

I f you'd like - well, 

But here's what I - the - there' s two vacancies on 
this Board. 

Yes. 
The pr esident t or about two months no., bas been 
asking me to talk to him about it, and to - he ' o 
been anc~1ous to do oomethi"~ · 

Ye£. 
He ' s been un~er a little preesure one way or another 
b I don 't know I wouldn 't s,v pressure, but a t 
l~a;t he's felt that two vacancies , one of t hem over 

a year. 

yes. 

And t he 
he'd be 

other one , nov, f or several mont hs, t hat 
subject to criticism. 
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Yea . 

And so ~hose ere ~he ~wo things that I wsnted to 
~alk to you about, and I also - in connection wlth 
them - I wanted t o say ~hat - hello. 

Hello. I'm here. 

Yes. In connection with th~t, I've ~anted to aok 
him that we might deter action on them, pending 
a discussion that I wanted to have with you and 
t hat 's whY I wantst', to see you !irst. 

I see. 

Discussion that I wanted t o have with you wlth re­
ference to t b!s - t he co~troller•s set-up because 
he ' s leaving, as you know, and LeO crowley i a 
talking or · course, in !act he ' s going to go tblS 
year, I'm sure or that nnd pose1bly very soon. 
That - that lt ~as ~ t hought that we ought t o at 
least consider this whole banking set-up to see 
whether or not we are going to do anything. 

I see. 

That - that certainly t he eituat~on is not - i e not 
a very satisfactory one and th t t it 's my opinion 
that we might deter at least until you and I could 
discuss whether or not anything should be done with 
reference to the whol e set-up. 

Well now, how ere yon !i:ted tomorrow afternoon? 

Oh I can come ovPr. Suit oe !1ne. 

How would three o'clock. 

Fine. 

WednesdaY. 

"'ine. 
Supposing if you - if that' s convenient -

Yea , e1r. That 'll suit me f ine . 
tomorrow at three . 

I'll come over 

At three. I ' ll allow plenty or t.tme • 
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All right . Yes, do that . Let's - we ought to 
t1gure :m hour. 

Yes, I 'll allow plenty or t ime. 

Weli then , I'll come ove~ alone tomorrow at 
three. 

O. K. 

:).K. then. 

Thank you. 

Goo:ibye .. 
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JaM~U7 ~. 18~. 
a:~ P·•· 

Bello. 

..... &eore\u7. 

Yea, ltlloke. 

Knolte. I oalled London abo1.1t. noOD t.l.IM. 

Yea . 

ADd \here are a fn t.b1nge wh1oh I t.bm~t. 701.1 
a18bt. be 1nt.ereat.ed 1n mow1ng. 

I do . 

Flrat. ot all he aeor1bea t.be weameu, \o4a..Y • • 
wealuwu, of \be trano 1n add.1Uon \o t.be general 
a1t.ll&t.1on, t.o \be t ol low1ng t.hree reaeona . 

Yea. 

Fl.reU;r, t.he Frenoh fWld ia bet ter aa he p1.1t. 1t.. 

Yea. 

Seoondl;r Ohautempe 11 expoot.ed t.o haTe a vel')" 
poor time with h l e l nbor obnrt.er b i l l. 

Yea . 

!bat. 18 t.be b1ll wh1oh t.r1ea to br1Dg empl oyer• 
aDd employee• to ao•• oort. ot an arrangeaeat. t.o 
arb1t.rat.e and n.ot t o s t.r1lte. 

Yee. 

7:1• t.bU'd 1• \bAt t.be soo1alls t. par\7 baa eplU, 
&114 \be Ra41oal w1116 has t.lu:'l71:D onr m ole head -
haa \hrOWil BlWl onr. 

Yee. 

OonaeqlltiDtl7 there 1• a 11ltel1boo4 - \here'• 
mow• J~o~at. how \he eoo1a1Ut WOIIl4 Yot.e . 

YH. 
'!bell .be ~· t.be LOndon urtte\'a ott a hundred 
a114 .. .,en\7 ..-1n1t. a blllldre4 and t1t\J tOI.lr, a\ 
\he pre .. nt. t.l.IM. 
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Jua\ a lllDu\e - ( U1de) bet.t.s r let. h1ll 80. 
Hello. 

Tallte4 ~ t.he ra\e of a h11Ddre4 ADd aenn\,J Yel7 
rea!.Jl1acan\ of what. \hq \al.ll:e4 about. eo•• ~ .. 
or tour mon t.he 1160. 

Yee , 

Tnen he epolte ot \he belp. 

Yo a.. 

5&14 C!.e wealtneae 1! pnrt.l)' - p&l'\)T &J'lll)at.heUo, 
par\)T dae t.o \ he tao\ t.bat. t.Ae pol1Uoal aU.II&­
t.1on 1e undee1rable , and \11.~11 \hat. ~e r e­
et.r1ot.1ona are beg1nn1ng t.o a1'teo\ t.Ae poeU.1on 
t.here . 

Uh-blolh. 

Then we were out. ott, and brought. h1m baolt a 
11t.\le later, be aa1d he had, 1n \he •e&l\i~a, 
apobn \o BenJamin 1n Parle. 

Yel!. 

BenJ .. 1n, h e enid, hnd Jus t. told h1111 \ha7 b&d 
loat. \wo hundred and t i t t.y t.houaand pounda ~or\h 
ot gold ~. In Par ill, t hey are YIII7 auoh 
worried, he aa1d. There' s ~rob&blY no 1nt.ent1on 
t.o pq 1ng \he ret. e at an,y part.1oular lenl. I 
asked hlll, •oo 7ou \h1nlt 1t'll atteo\ \he t.r1-
~1\e agreeaent. 1n any way .• He answered, "A• 
tar u we are oonoerne4, 1\ won't. . We'•• \ a l.ll:ed 
about. \hie a1t.uat1on 1n~1de out..• 

Yes . 
• It. ..... preferable to put ~? w1t.h \he d1ead­
yan\86e& ot a tluot.uat11'16 trano, tor t.ne t.!He 
be1ng, rather \han t.o h&Ye t.o ,. .. or\ to exohallae 
control. • He gnYe t.Mt. ao b1o pereonal op1n1on. 

Yea. 

The dollar, he ea1d, 1a beg!MUig t.o beoa.e a 
11 t. t.le s t.rol'l6er. 
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Yea . 

He a poke about. t.he J apanue, t.bere • • been 110 
aot.l Yl\J · flllanoi.al lJ' 1D - b.)' t.bt Japaneae, 1n t.he 
London aark et.. 

Yas. 

ADd - 'but. - h e asked when a nw pld ablpllent., 
I t.o~d h1a we d1dD 1 t. lmow MJt.hills. 

When we what f 

.WOut. a.J¥ n ... ""ld 11hi.p111ent. :~n t.be wq. 

lfO. 

•'rOll J'a:;>&D. 

Mo, no . 

I t.old 11111 we d1dn • t. know ot· an,y. But. that. 11 
brlefl¥ wh& t. he t.old llot, M d -

llbl:t - who were 70u u l.JUng t o? 

'l'o BOO!d en. 

Right. . !fow, rlult. I 1 ve dons, and t.hl• 18 tor 1 0\l 
8Qil OoYemor Herr UO.l 1 on l.Y, nobod;l' eln1 e~t e? 
.rue t. tor t.he t.wo ot 1 011 . 

Oo•er'DOI' Haft"leoll 1& ...., • 

wan ~. lt.'• tor 7011 aal.J , 

Ieee.~~ 
r or ,.011 ODl¥ ••• ten\ an ottlol&l ....... t 

" ' t.o \1M IUA1et.tr ot FlDUOt or 
t.brOIIIJa aek'DI \o \tU .. nat. Ulat.1a poUQJ = \o be, 1ft,.,.. of rat.ea, aN? 

% ... 
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ICI 
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ll 

H.Jl.Jr: 

JC: 

H.ll.Jr1 

lC I 
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ADd I wu\ed aa .n1wer 1n t.wen\7 tour hour•. 

Uh-huh. 

36..J 

And I &llo een\ word \o \he Brl\hh 'l're&IUI'7 \hat. 
I'Ye aeked \he rrenoh \hat. ~ee\ion. 

Yee. 

Now - I diet that. \h11 IIO!'Ilin61 now we '11 111 what. 
will happen. I eaid I didn't. waat. ~ IPIIOh .. , 
I want.ed \hill t.o \alk t.o .. 1n \enu ot rat. .. , and 
we'll see what. baopen•. 

lie probabl,y dsheslae ooul.d \ell 7ou. 

17ell, I '11 U.:S t.hh tor BOilllet. . You mow - 70U 
kDow \he t.ille Bonnet. t.old ue, and he 1\uok \o U, 
70\1 kDow. He - when Bonne\ WI the a1n1at.er \here, 
he'd tell ue he'd keep it. bet.nen euoh and euoh, 
aDd he did. You know \hat.. 

Yll I rea .. ber. Ot oour11 I would u.:s t.o41.7 
probabl7 \he poeit.1on i a - baa got.t.en woree 

Well. 

ADd 1D \hat. .... eon - 1n that. oonneot.ion 

R16ht.. well, t.h•!!lr• nrr IIUob and 1t 7ou hear 
M11t.hin6 let. a e mow, and •• •oon aa I bear troa 
t.Ma, I • U oall 70U. Di d t.hq u.lte a rate ~t 

ell, 711. 

'!hq did. 

8\lt. t.he7 Ju•t. lowered 1t. ae a ut.t.er or taot.. our-
~ at. *'hi'ee t.weot.r eJ.Pt.u olo• 

to \hree t.want.r nine and \hq J\11\ 11nt. aao ar 
oalll• 1t \he truo ehoul.d be UDder et.roaa prelll.ll'l 
we ahiNld red\101 t.ha ra\1 to about. \hrll t.weQ1 
a16ht.. 

'ftU'Ie t.nnv •16h'· 
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rea. 
Well, 1\ ... \Ju'ee \wm\,F \Ju'ee wun•t. 1\f 

Oil well, \hat. "' a week 1160 on 'l'hllre4..,-. ftah 
IIOl'll1ll6 1\ ... t.hl lOWII\ - t.hfte k'•\of f1YI . 

Uh-lwh. 

!h• 1\ lllproYid a 11\\le about. t.hne ~\of 
elg)lt.. we bousht. about. \wo 111ll1on tl'alioa of 
t.hi'M \wen\1 eJ.&)lt. and a halt, rousbl:t, and Jut. 
- t.he 1100Dd oable haa ooa• ln. 

!he rat.e aow - t.he 11ll!J16 rat.e 11 wha\7 

Well •• are \o 11ll trance at. \hree \hlr\7 t.hree, 
- are \o '11\Q" t.h• at. \hrH t.w•\of e ight. . 

910' at. \brae t.wen\,F elaht.. And what. h t.he rat.e _, 
About. \hree t.wen\,F elaht. and a half. 

I 111. All rlaht.. 

AU r16)lt., alr. 

It.'• a nloe bualn•••· 
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B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H. U.Jr: 

B: 

H.U.Jr: 
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P. .!I.Jr: 
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P . ~!.Jr: 

B: 

H. U.Jr: 

B: 

H.U.Jr: 

HellO. 

Dr. Burgees. Go ahead. 

Hello. 

Hello{ Henry. 

How are you? 

January 25, 1938. 
4:33 p.a. 

367 

Well I wanted t o say hello to you. Di d you have 
a good trip? 

Very good . 

That' s nne. All t'ull or 

Quiet . I ' m quiet. 

Well, that ' s better still. 

are you now? 

I •m not looking tor any troubl e, but I can take it 
11' i t comes . 

Well I haven ' t got any trouble to report. 

QOod . 

We 've - as you know we've bad,our greatest problem' G 
been to keep t his marg1n from goi ng through the 

. root. 

Yes. 
And it's -we've done some tr~nsactions tor you 
and we 've done some tor ourselves. 

yes . I got your report, which -

yes . 
was that a new torm of r eport? That all was broueht 
out, I mean, showing Jus t what you've done, and 
we never bad it before. 

That ' £ Just the same . 
NO repor t showing t he whole thing, everythinS t hat 
yo~•ve done 1n greatest or detail . 
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Oh, we do that once a month, somethi ng like that. 

Oh, I bad never s een it before. 

Well, it got stalled on its way, I guess. 

Well, I - I - I enjoyed s eeing that . 

Yes. 

I - I want t o talk to you one of these days, not 
to6 far distant, on how you feel, if you have any 
opinion on bank holding oompanies. 

Yes. Well I did some work on that once when the 
first draft G w s s bill was under way. 

Oh,.you - you've got an opinion on it. 

Yes, I ' ve got some - some views about it. 

Well, one of these days, not so tar off, I'll give 
you a ·ring. 

All right, I'll be glad to come down any time . 

And another thing I wish you' d be thinking about. 
If you ' d care t o write me a memorandum, whether 
we should , 1n any way, ease up on the regulation 
to permi t banks either t~ do a little underwriting 
or to get in on t he capital mar~ets -

Yes . 

Like capital. See? 

Yes. Yes. 

Those two things , if you ' d be t hinking about ;bee. 
It you' d care to either write me or maybe you d 
come down and see me about it. 

All r ight. I'll be glad t o do that. I'm interested 
t n both of them. 

see? 
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Both those things. 

Yes. 

They're both in your Held nren ' t t hey? 

Yes . Absolutely. 

O.K. 

Yes. 

369 

Let you know~he old bean hasn't gone t o seed . 

That 1 s right. F.enry, yo•J noticed the market hac 
eeoed ~ff a little the lest couple cf days. 

~el~ . that ' s nll right. 

But ! think that'c very wholesome. One - onp point 
was that tho dealers portfolios hac t-•on getttn~t 
prett y high . 

Yes .· 

And on Saturday we gave t hem a little warning that 
t hey were ell gett1n8 high. 

I see. 

T~t • s partly the reason for this. 

O.K. 
aut it' s - it' s also that we d1d do a little 
selling, but! th1n~ tt ' " ~ ~hclescoe t hing to have 
a little -
It' s e ll r~sht . I ' m &l ad you called. Thi nk about 
those two t h1ngo. 

yes, I ' ll be very glad to, Henry. 

All right. 

All right . 

Fine. 

G?~bye. 
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