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l'nabington 

Proea lomco •o. 1~10 

1 

Secretary of t ho 'l'r01>WZ'7 llor gcnthau MnOunood laat nl;;ht t bnt the au'b­

acription boolca for t ho currant offorintl of 3/4. percent notoa of Sor1oa 0 of 

tho Comcodity Orodit Oorporntion c loo9d at the oloao of buainose Mond~v , ~ril 25, 

f~":.}~ rtc~ipt of ooah aubecrip t iono. 

Caah subecriptiona plocod in tho DOll before 12 o ' clock D1dn1gbt , llondq, 

April 25, will '!>e oonoidorod ae hnrtng boon antorod bef ore t ho eloaa of tbo IU'b-

acription boolca, 

Tho subscription boolca will close at the cl oac of bue i nooa Wodnaa~, 

April 27, for tho r ocoipt of oubocr iptione in paroont of which Serioa ! Coll~>taral 

Truat Botos of tho Coccod1ty Or adi t Corporation, cc.turing Ma;y 2, 1938, arc t~ 

dorod. ~ such eUbacr1pt1ona placed in t ho r::ai l bafor o 12 o 1clock nidni&ht , 

llodnaadq, .April 27, will be conaidorod ae bovtn,; bo1111 ont orod bofor o tho cloao of 

t he oubacription boolce. 

Announceoent of t ho ooount of cash oubecr iptione and tho baoia of ollotoon• 

will probabq bo Dada on J'r1~, April 29. 

--cOo-
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REB 

SEcrEtary of StatE, 

Washington. 

RUSH 

341 , April 26, 8 p. m. 

PLAIN 

London 

Dattd Apri l 26, 1938 

REc 1~ 4tl5 P • m. 

FOR TREASURY FROM BUTTERWORTH : 

ArmamEnt txptnditurE hung 11kt a pall ovEr tht 

HousE of Commons throughout thE ChancEllor of thE 

ExchEquEr's budgEt spEEch this aftErnoon. 

War prEparations will rtquirt 343 million pounds 

of which 253 milli on pounds will bt raisEd by taxation 

and 90 millions by borrowi ng undEr thE dEfEnc E loans act 

(my 58, FEbruary 11, 1937) . ThE total ExpEndi turE of 

~ ;;,,,,; pounds for thE fisoal yEar which bEgan 

April lst is largEr by 81 million pounds than last ytar. 

SincE i ncomt tax is collEctEd a ytar latE and surtax 

t wo yEars latt thE natural Expansion in rEVEnUE will 

makE up 51 of thE rtquirEd 81 milli on. Si mon dtci dtd to 

obtai n tht rtmaining 30 million by doubling thE duty on 

t t a , which hits nll sEcti ons of thE population 
particularly 

2 
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REB 

2-#341 , From London, Apr. 26, 8p. m. 

particularly t hE poor ; i ncrEasing tht alrtady high 

dutiEs on l ight oils and gasoline; and raising thE 

incomE tax ratt from 5 shill ings to 5 shillings and 

sixpencE in thE pound, a ratE equivalEnt to 27-1/2~ . 

HowEvEr, i ndustry (rEpeat industry) is to bE virtuall y 

unaffEctEd by tht r l eE t~rough an offsEtting adjustmEnt 

of thE wEar and tEar allowancE . LikewisE thE tax rat£ 

on thE first taxablE pounds 135 will rtmain thE eamt 

thus leaving unaffEcted, for Example , a singlE man with 

an incomE up to pounds 290 and a marriEd man wi th onE 

child with an incomE up to pounds 460. In announcing 

his d ecisi on to incrEas E taxati on Simon tmphaaiztd that 

t hE t otal armnmtnt EXpEnditurE for thE fivE- yEar pEriod 

will bt "a good dEal mor t " than anti cipatEd; that mort 

supplEmEntary EstimatEs of txptnditurt for thE f i ghting 

sErviCEs will havE to bE madE duri ng thE yEar ; that t hE 

p Eak of armament ExpenditurE will not com£ until "ntxt 

year or pErhaps thE yEar after" ; and that havi ng rtgard 

for thE futurE ht "would not bE doing his duty by taking 

the tasitr courst" of borrow~ng instEad of i ncr tasing 

taxation . IncidEntally I had a word wi t h Montagu Norman 

afbEr thE spEEch who said that ht was "devili sh glad 
that 

3 
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~-#~41 , From London, Apr. 26
1 8p0 m0 

that Simon bad don£ thE right thing and taxEd instEad 

of borrowEd" . HowEvEr, thE HousE of Commons did not 

sEEm altogEthEr to share tht Govtrnor's sEnsE of gri m 

satisfaction. Simon gavE thE imprEssion of card'ull:y 

avoiding an:y prognostications as to thE coursE of 

Economic activity and his tstimatEs of rtvmuE rtturns 

from such sourcEs as stamp dutita prE- supposE a 

maintEnancE of thE prtsEnt levEl. Simon rEpEated thE 

formula USEd in rECEnt budgEt spEEChES that thE Equali­

zation fund continuEs to show a profit, " 

Si.mon also rEvEalEd that for war storagE purposEs 

pt~chasEs of whEat , sugar and whalE-oil havE alrEady btEn 

mad£, ThE quantitiEs wErE not rEvEalEd but 10 million 

pounds is to bE votEd for thEsE and "othEr purchasEs 

during thE yEar whErE stcrtcy is lEss Essmtial" and 

for cErtain othEr mtasuru, IncidEntally t .hE GovErnor 

of tht Bank of England also commEntEd caustically on 

thE rEctnt dEprEci ation of thE franc and ExprEssEd 

indignation ap r ~~8 ra;mp" . 

. . , 
' - -~· . KENNEDY 

CSB 
,., . 

I I "" 

4 

.. 
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l'llOKa .Ymoaa •••81, Parh, J'l'Uoe 

DAR: April 36, 19!8, 5 p.a. 

•o.a eu 
RUBH 

JROX OOOliiWI. 

Rofercoe •r 851, April 28, DOon. 

. .. 

\ 
• 

Xarltn oonUauecl to 'take a good uollllt of aterliq 

tr- tu oonhol w1 til l&Uer Tory grad:uallr nr~hollills 

tho fr&Ao rata (leo.ao at 5:00 p .a.) . Forward truo aoro 

otferecl. J'raoh rente• &D4 .Urea irregular. BUp 

atr011pr w1 th Ouarantr tr:rias t o aoquire the lad three 

aillion requirecl for the fift:r a1111on bolla J'raoh R&il­

-:r repayaat ( ••• • :r 8SI, April U, • p.a.). Blr1 .. 

buyial aterliJig , pre-blf to uao on ArgentiJio la.a 

t ranaaotiOD (oM ay 638, April 33 , 6 p.a .) 

u llOOD todar I ba4 a brief talk w1 th JlarohUI4-.u 

an4 Ruoff. !hie afternoon bf h i ephone I al ao apolto with 

Ruoff ac&1n. Both. of thoao off ioialo otate tbat t heir 

ob.j eoth .. are •to 1aproTo eoon-1o aotiTUf an4 w 

&Chino ! r•lll.ll':r equilibri1111•. Bownft, at tho proaat 

t iae, they oan gho no 481&1l.a to nppl••t the c-eral 

l iaoo of tho oo-.!CI'l•• whioh tho:r h&Ye alr-.4:r chea 

out. Oontiauouo ••••10Ro of ga.~~ offioialo 

oharlecl with werlt1nc out thooo 4ota1la are hold, at 

wbioh llarohan~u &D4 Ruoff are prooent, &D4 th8)' II&Yo 

not 
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~ OOIIPlftM their U* • '1'o4&)' tAO)' U'O l&lloriJII waclu 

-.err lae&Tf pree.are prepa:rt.c for the 4eputve OD WM­

Il .. claf atterllOOJl of D&la1U er &114 Bolllln oil their Thi t 

h Loll4oa. 

Re the l&n ••tenoe of •r telear• •o. 8151 of 

April 38, I repeat ar belief that the Frenoh or••ct 

will trr to set f1n&Do1&1 aa111t&llqJ ( ') throuala 'be 

tbroqll fillaDoi~~g bf London of Frcoh puroba••• of war 

•teriall to be repaid O'YC a oertaill period of UM. 

u h not to be es:peoted that &Jlf further UDowao••t 

or e-.a &Jlf fillal ocmoluaiOD of the aaeral pl&ll1 of the 

~er-•t will be fortb.oaiac UDUl the OoTemaellt •e•• 

the aoooapli~•te of the LoD4oll T1eit. 

wu ••• 

' • :1 

..... 
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OllOUP ditao 

Present 1 11r. Oliphant 
llr. Gaston 
llr. White 
llr. Baas 
llr. Taylor 
11r. Gibbons 
llr. Lochhead 
llr. Bell 
llr. U'pbaa 
llr. JlcJleynolda 
lira. notz 

B.M.J'r: Good morning, stranger. 

Gibbons: Alii I a stranger? 

B.M.J'r: You weren't here yesterday. 

.. 
.lprll 26, 1938. 
9f45 '· •• 

• • 

Gibbons: I wasn't here yesterday; I was in Bew York yesterday. 

B.loi.J'r: Berman? 

Oliphant: Bathing. 

B.M.J'r: Good. Herbert? 

Oliphant: (Inaudible - sc.ethlnc about llr. Cox.) 

B.M. J'r: Xeep right on it. 

Oliphant: Kention it nery day. 

B.M.J'r: (ro llr. Gaston:) · Go ahead. 

Gaston: rhe Association ot Buaineu Paper Correspondent. 
here are very insiatent that they have a presa 
conference With aoaebod)' on the subJect ot ceaent 
and the reJected cuent bids. 1'hey either want 
a conference or they went an outrllht refusal to 
bold a conference. I don't belleYt there ia nch 
we can tell t~ about the c~ dtuatlon. 

' . 
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H.M.Jrs Well, I simpl y would tell them th1s1 Thst we •re 

i n the process - we ' ve Just rejected these bids 
and we ' re in the process ot formulating new bids, 
and thst there isn' t aeythlna to tell - thst is 
all. ~ 

Gaston: The Iron Age wants to ask a series ot questiona . 
I haven' t seen them yet, but I think what they want 
to know is just what was the reason tor rejeoti.ng 
the bids , 

B.M.Jr: Well, let Peoples see them. 

Gaston: You want to let Peoples hold a conference with 
thea? 

Oliphant: Hold a press conference on the stabilization 
tund - on negotiating that agreement. 

B.M.Jr: 

Gaston: 

B.M. Jr : 

Gaston: 

H.M,Jr: 

Well, that's hard. Thst ' s hard. What do you 
think, Herbert? 

I just don't know whether there's anything to tell 
them or not . 

There isn't. 

I don' t believe we ought to bold aQY conference. 

lll right. Supposing the Iron Age says I'm a 
so-and-so - then what? 

10 

Oliphant: 

H.M.Jr: 

It's still Iron Age, speaking tor the Steel Institute. 

I think we ' ll have to sit it . tbrottgb and hope when 
we come out we 111 come out on the right end . 

McReynolds: Harry Collins is on his way over here to tell ae 
what be has - the details - def inite information. 

H.M.Jr: 

Gaston: 

H. !A. J r : 

(Over telephone:) Admiral Peoples, three thirty. 
What else, Herbert? 

Nothing else . OUr bill seems to have been a record 
yesterday on price. 

Yeah. Barry, I was told yester day by George 
Harrison that one Eccles thinks there is going to 
be a big f l ood ot gold comJ.na this way. Whet do 
you thi~ 
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H.M.Jr: 

White: 

H. ll.Jr: 

· White: 

H.III.Jr: 

White: 

H.M.Jr: 

White: 

H.M.Jr: 

White: 

H.M.Jr: 
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I thi.nk so. 

You tbink eo too? 

Sometime within the next six months. 

Give me a -, please. 

Yes sir . 

Have you any social engagements tonight? 

llo sir. 

I may work with you on this. W~ you keep 
these (printed sheets) please, until later. 
Mrs. Korgenthau ' s work - and I'll take the 
work - and if she doesn't I'll have you at 
eight thirty. I'd go over your plans for your 
organization • . 

• 
• 

Something that's a l i ttle out of the immediate 
responsibility, but I ' m mentioning it in case it 
hasn't been brought to your attention. I under­
stand you ' re going forward with some investiga­
tion of steel prices, and it' s come to my atten­
tion and knowledge, from other sources that 
there is - although that is a rumor; it ' s not a 
fact - that there is an arrangement which has 
already been made between the President and John 
Lewis that DOthing be done about steel pr ices •• ••• 

The President and what? 

John Lewis. 

That be •• •• • ? 

I othing will be done about steel prices - that it 
was under thos-e conditionl that United States 
Steel signed up with the C. I . 0 . Iow I can' t 
veri ty the facts of that at all; I 'm merely 
passing it on as gossi p. 

Well, these committees are working on tbe stuff, 
and I am perfectly willing, frankly - going to 
let them slide for the time being - for the next 
ten days, because I ' ve cot 1tuff to do that 's 
Treasury responaibll.ity, and I when I get a cba.nce 
one of these days, I'm co1n& to aslt the President 

11 
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U he wants a Price Board and let h1lll appoint 
someb<>Qy to take it. I just haven ' t got the tillle 
to do it. I mean, I don•t consider i t as 
illlportant as when we started. llaybe it's IIIUCh 
more illlportant for the President to decide if a 
million dollars ill going to run up the prices -
going to again squeeze orr the housing program 
the wa,y it did last tillle. I mean, it was our 
own Government in competition which ran the 
prices up so on lumber, that we are partly 
responsible for squeezing this thing . We are 
going to do it all aver again. What ' s the sense 
ot running up c0111petition when we 1r e going to be 
in direct competition with people like Stewart 
KcDonald and Nathan .Straus . You're going to bave 
Icke~ and other~ool~ ~~ with one i tem, 

In other words, you•re going to shift the item to 
a committee? 

Yes , because somebody gave us those figures on 
the price of lumber - running the price of lumber 
up, and what's the use of fooling around v1ith 
individual items it you have in mind two big pro­
grams devel oping, which are going to come out in 
a headon collision? Thnt 1s the way I feel. But 
I mean, if those committees are working, let them 
work - see U we can find a berth for them. 

They are msldng pretty good progress. 

That's all right. Let them work. 

George? 

I have nothing this morning . 

George, have you got anybody in your place that 
knows aeything about bank eX8Jilinations? 

Ah, the best man I've got is Henry Murphy. 

What does he know about it? 

He knows something about it ••• •• • 

What? 

Well, he bas the general theoretic41 background of 
banking; he t s worked in a ba.nk and 1118naged the 
portfolio in one of the lar gest banks in Detr oit 
before be came down here. 

12 
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Think he could contribute anything on it? 

I think he woUld be useful, ,,, ,, , 

I 

Then let him come in at ten thirty, will you, 
George? 

Uh-huh. 

, • , , , particularly from the standpoint of the 
portfolio standpoint, which they are going to 
discuss. 

And George, just a general impression - I thought 
your weekly business review was more bullish than 
t he materiel in it justified. That is my 
impression. 

Well, I think in listing t he tables there wre 
more f avorable than were unfavorable. The unfavor­
able - there may be enough to overshadow the 
other one, I think you ' re right, in reading the 
thing through, That's the difficulty in preparing 
a case. I'll look it over again. 

' 
I just wanted to give you my feeling, for what it's 
worth. I thought it was more bullish than the 
facts in it justify. Take another look at it, will 
you? 

Yes , 

Wayne? 

13 

This is the suggested agenda Mr. Upham and I 
prepared , There are really only two things they 
concentrate on. They want to talk about it for 
any length of time, you may get some •••• (inaudible) ,, 
•• •• other aspects . 

(Over telephone:) Have Berkshire here at ten 
fifteen. Berkshire. 

All right. We'll just kind of ease our way into 
it. 

(Side conversation with Mrs . Klotz,) 

(Nods to Mr. Gibbons . ) 
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Did Kcintyre speak to you about Senator Hugh .. or 
De~aware wantil06 to change the Co~~ector ot 
Interna~ Revenue? He tina~ly went in to see the 
President, attar tUking to Jill P'ar~ey and Jill 
Halloway. llac (llcintyre) wanted me to talk to 
you about it. I'm going up to see the o~d Senator. 
The President, I suppose, to~d hill, "I'~ go ~ong 
with you. n • 

Customs? 

No, Co~~ector ot Interna~ Revenue. He ' s been 
ta~ng about it tor a year. I told hill just 
to seed in another liaJile aDd it the President 
wanted to appoint hill ••• •• But we can' t remove 
hill unless we prater charges. 

Everything else ~ right? 

Did you see Oliphant's opinion on inviting 
Senator Copeland to go up to Alaska on one ot 
our Coast Guard boats? 

I haven' t seen it. 

We're justified in doing it. 

We 1ve already done it. 

Wel~, the invitation is to be signed by you. 

It's leg~? 

So Herman says , 

McReynolds: I sent it along . I guess Kiss Chauncey's got it. 

Taylor: 

Oliphant: 

H.ll. Jr: 

Bell: 

H.M.Jr: 

Did you give him a one-way ticket? 

Let him down - we let him down. 

What are you going to do, teed h1a to the white 
bears up there? 

He'll have to tied out about red salmon so next 
year when he speaks in the Senate he can talk more 
generally about it. 

O, K. All right. (Nods to Kr. Lochhead.) 

14 
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Bell: 

H.ll. Jr: 

Bell: 

. 
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The french f r anc continues to be steady at 3 .11 -
working on both sides - sold in the markets, but 
not very much activity . Sir John Simon is making 
his budget speech this morning , It•s going to 
take about two hours , they say, and don' t know 
just how they ' re going to get the money. With 
regard to gold, Japan is shippi.ng another five 
million dollars in gold, shipment to start 
immediately - makes about thirty-five million 
dollars total, they have shipped . 

(Nods to Kr . Bell . ) 

I again want to bring to your attention the 
limita tions on the kind of public debt you can 
issue . VIe can issue Uarch 31, a billion seven 
hundred thirty- one million dollars of bonds 1 and 
taking out about four hundred million to assign 
t he United States Savings bonds between now and 
next March will leave you a billion three hundred 
million dollars of additional bonds that you can 
i ssue between now and next Congress , and you have 
up to December 151 a billion seven hundred million 
dollars or notes maturing, and you may want as 
much as a billion dollars in cash, so that all you 
can put of that total in bonds is a billion three. 

What is the total of bonds? 

You've got plenty of note issues. 

How much are the total bonds? 

Twenty-three billion dollars outstanding, and you 
have an authority of twenty-five billion dollars -
twenty-three billion, two hundred s ixty-three •••• • 

How much? 

Twenty- five billion dollars. Then you have 
authority of twenty billion of notes, certificates, 
and bills - six billion balance left on that. 

How much did I ask additional, five or ten? 

15 

How muoh should you ask for? Last time I brought 
it up you said you didn't want to ask this Congress 
for anything. You thought it would scare everybody . 
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I think i f you ' re going to ask tor additional 
authority, the thin& to do is to combine the bonds 
and notes, making a f orty- five bi lli on total, 
rather tha.n separ ating the bonds and notes. I 
think 1r you ask for an additional five b11lion, 
which will run it up to fifty 1 everybody will say 
you 1 re anticipating the debt to go to fifty. 

B. l& . Jr: Will we have to fix up a bill? 

Oliphant: Yes, a bill. 

White: 

Bell: 

H. l4 . Jr : 

Bell: 

B.Y. Jr : 

Does t~t incl ude • •• • • 

There are six billion dollars of additional notes 
that can be issued, and I ' ve t aken orr, say, oh, 
eight hundred mi1l1on dollars between now and 
Karch would give you a total or five billion 
three hundred million dollars of additional note 
issues - eight hundred million dollars covering 
the unemployment compensation and old age reserve. 

Well , Dan, fix me up a note and statement; I'll 
go up on the Bill. You - have you got a statement 
there? 

No. I'll have to make up something. 

Well , fix it up. That ought to be very easy. 

Oli phant : We can have it by tomorrow. 

B. l&. Jr: Vlell , fix it up and Dan am I will go up on the 
Bill and I ' ll see. 

Bell: 

H. l& . Jr: 

Bell: 

B. l&. Jr: 

Bell: 

Oliphant: 

• 
It ' s Ways and Means and Senate Finance Committees. 

Well , I ' d better see . That's Pat Harrison, isn' t 
it? 

Yeah - and Doughton are the leaders . 

Those two. 

And if you want to add any other leaders, I don' t 
know. 

It does go to Senate Finance? 

lS 
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Yes. 

Well, we could ask tor five miuutes to go up to 
the meeting on this tax bill tomorrow it we want 
to get something through, When they meet tomorrow 
morning at 9 : 30 "would they see us t or five 
minutes?" 

You mean the full Committee? 

That would be the Conference Committee. 

McReynolds: Of both Houses? 

B.N.Jr: Of both Houses. 

Bell: Well, that is just the Conference Committee. 

B.U. Jr: Well, you see, both the Republican and Democratic 
leaders of the Senate and House is the easiest 
way for us. With Pat Harrison and Daughton it is 
all right, and explain it to the Republican 
members and they' ll shoot it through. Anybody got 
a better way of handling it? 

Taylor: I th1.nk the question of whether that Conference 
Committee can talk about anything except •• ••• 

B.U.Jr: Well, I ' ll ask them. I ' ll ask Magill to ask 
them, 1f you' ll be ready tomorrow morning. Can 
you be ready? 

Oliphant: Oh yes. 

17 

B.N,Jr : I'll ask Harrison. Who's Chairman of that Committee, 
Harrison or Daughton? 

Bell: I don't know. 

H.M.Jr: I ' ll find out. 

Bell: I should think the first conference might take place 
between you and Daughton and Harrison. 

B. N,Jr: 

Bell: 

That ' s what I ' ll ask them, I'll ask them, but it 
ought to be done fast . 

Yes, Well, any tille, just so we get it through 
before the end of the session. 
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Wall, :rou bavan't fot IIUCh tiae. You have it 
reaey today and I' 1 aak thea. 

All r i ght. 

But I want a memorandum explaining it. 

All right. 

O. K.? 

It•s·au I have. 

Glad :rou brought it up. 

(Nods to Mr. Upham. ) 

There ' s nothing, S=Ythe seems to be fully in 
over there • ••• 

Ia Sll)'tbe ••• , • 

•••• and worki ng full steam, res . 

H.M. J'r : lfac? 

McRernolds : (Nods •No. ") 

B.M.Jr: AnT after thoughts? 

Oliphant: I probablr should have mentioned that Lee Liquor 
bill that 1n effect puts us back 1n the prohibi-
tion ••••• 

B.M,Jr: I thought that was called the Oliphant bill. 

Oliphant: That was the Oliphant opinion. Lee put it in the 
Senate tax bill and Magill was going to undertake 
to get it out! but apparently it's going out on 
the understanding that we pass a separate bill. 

H.M.Jr: What did rou rule that ' s got them all upset? 

Oliphant: Just whet it said. 

B.M.Jr: Whet's that? 

Oliphant: That we wouldn't undertake to go 1n • • ••• 

18 
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... 
-u-

bouo •· 

(Onr tolepboMI ) •uo. •~P. Wbatta 
WOI'I71JIC )'OU' 0o abN4. hp~ Wf 
tbat•a a bor,. ot a 4Uterou - 011\ • 
Yeah. Yuh. Yuh. Yaala, &!Ill uk U.. to a 
bids on tba,. bolda U - tllirtor. 

(B ... 1n1nc portion ot oon.araatlOD .ttb .,. 
Buraeaa at lOsOS a . a. attaoball barato.) 

t 
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a.l,l•• 
81 

s.J,Jr• 

81 

H.J.Jra 

Bt 

a.lii.Jra 

Bt 

B: 

a.M.Jra 

B1 

8.11. Jrt 

Bt 

s.M.Jra 

B1 

1o, a...,. 
Ooo4 •l'llilll· 

Alril 26, 19)1, 
1010, .... 

. ., . 

I tbiak .. •ve t1Dallf 10t tbia - tllia boDd aale on 
hUq a tra11btened o~t , 

llo &bead, 

Well, I•• embarrassed, for one tbinc, beca~e I ttad 
ODe of these fellows reported tbe name to •e eri'OIIeou.ly. 

Ob, 

It na the Pan&Aa Railw87 Company. 

Obi 

Ju.t as bad, b~t it's ••• • 

Well, that's a horse of a different color. 

Yea, altbough it's - it's wholly owned by the 
Government. 

lo.ntirely. Yes. 

Well, I'm terribly sorry abo~t getting the name 
wronc. 

I ea. 

B~t I relied on - on one or the most reliable dealers, 
but he cot "it ti'Ofl - trOll ... c~ity ho~se . 

I ea. 

In transit the IUUie cot twisted. 

Yu. 

Jow, what happened was that abo~t luncb time they called 
~p a nuaber of dealers. It was at least to~ - and asked 
the• to make bids on these bonds at 1:)0. 

B.M,Jrl Yes. 
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ADd then thq 10t tbe nrioua bide ot tboee who -
who bid; eoae ot tbe dealera woul4D't bid UDder 
tboae oircwaataDcaa. Ot course, it went thro~~&bout 
the' coUDtl'f, tbeee tellowe tryilll to 1et t1ra - tir• 
bida troa tneir ouatoaera, ao that the7 could bid 
tor the block with the ste .. lhip - with the railroad 
c011paey. .I.Dd then quite late, after settinl fir• bids 
tor 15 or 20 minutes, aDd ao on - after 40 atnutea or 
ao "theee tellowa called the dealer s back and- and 
toid one dealer that he'd boucht th .. ; well, he said 
he he4D1 t boucht thea, becau .. be onl7 san th• to 
bla tlra tor 15 minutee . 

I eee. 

Well, then they shopped aroUDd and kept on the wire 
and - and made a pretty terrible aess ot it tor a 
couple ot hours! and finally sold all the direct 
Governments to ~bilds, and the Federal Land Bank 
bonds to SoloMon. So •• •• 

Bow many directs did tbey have? 

They had - Just a minute, I've sot the whole list 
here - six, seven, eisht, nine, - about nine and a 
halt million. 

Nine and a halt •••• 

l1es. 

• •• Governments. 

And about one end a balt or Federal Land Ballks. 

Yes. 

Wow, I•ve sot their stateMent. 

Yea. 

They were listed in their stateMent, evidently, under -
under two headinss: a fund tor the construction ot 
vessels, a reserve fund; and a fund tor takins care or 
depreciation and depletion and worn-out equipment ••• 

l1ea. 
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• • • and so on. And eYidently in tboae two tuneS a they 
bad these GoYeru.ents. So•• ot these actual onea are 
listed in Poor's Manual - in Poor's . Kanual on tbe t bins. 
l:lo they bad the bonds all right, and they be't'8 sold 
them. 

Yes. 

But they - they did it like you would work w1 th a 
hacksaw. 

Well, you don't lcnow who was giving the order s tor 
t he Panama Rai lway? 

Yes. It was Newton, wbo was the iTeasurer, and 
nossbottom, who's the - the Vice President in charge 
of tbis office. 

Ross - ? 

Wrigley, the fellow who - the President, is, I unn~••• 
stand, in the Canal Zone . 

Yes, but who was giving the orders? 

Newton. 

Newton . N- e-w-t-o-n? 

Yes. llr. Victor 11. Newton is the Treasurer. 

Victor 11. 

Yes . 

And he was g i ving - he was bendling the orders. 

Yes. 

Victor Newton. 

Now, also, Rossbottom, the - the first Vice President. 

Yes . 

Thomas B. Rossbotto•· 

Yes . 
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B: 

B.ll.Jra 
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B.ll.Jrs 
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a.x • .rra 

lho la nYetlY ~~ 110111or. - talked •• _... 
~t tu clealea~'•M1t. 

~ret T1oe Prea1deat. 

t... •ow, I 1atber tllat lr1fler, tile Prea1dent, 
h 111 tbe Canal Zoue ord1uer ~. 

lell, tbis ia A~, 1an•t it? 

Th11 i1 ~~ ye1. Woodrin& 1a on tbe Board. 
Be1 a one ot ~be directors. 

!ea. Well, now - well, tbia li•e• ae a lead, aDd I'll 
call up Woodrin& and tell bi• wbat I tblDk. 

I tbiDk tbat 1 s tbe - tbe procedure. 

Yea. 

I told tbese dealers x'•d protect them individually •• 

Tbat•s rigbt. 

... and I baven•t told you any Dalles ot dealers • 

•o, I don't know anytbinc. 

So you Just got it tro• tbe air. 

Tbat • a rigbt. 

(Laugba) 

Got it tbro'Uib tbe Co•IIDlcationa Co~aaion. 

That 1 s rigbt. ThroU&b your IIQ'Sterioua sour c ... 

Ri&bt. 

Well, I'• sorry we cot it wron& tbe first tiae. 

Tbet'• all r1&bt. 

But 1t re~ waan•t o\11' talllt on tbat. 

110M~ tella • - t1ae rilll 111 yoar wlce, now tbat 
,_ lll»i 1t1e a Gowa•ant •IODII1• __..,. •t1rell 
un....-• 
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It 10 rti't uN t-.r to •· 
!11. AU ftcbt• 
All ricb.t, llnrJ, 

Ooocl-'b7•· 

Goo4-bJ'I• 
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B'.II.Jra Well, •'11 talk abolat t!lat ._ otber u... 
llcR~•• ••llbo~ollia tM1r In York-

H.ll. J'r • 'l'ballk roa all. 

\ 

0 

Regraded Uclassified



II1110141DVII ----------

....... loaau\Hl a.4 laok, tJ1l lbealqo, callaol oa u.. 
hcrotaz7 a\ 10120 a. •·, to raqaea\ \Ia\ U.. !raanz7 
propoM \lie bpoaUloa tJ1l a l&Jopr lacJ'aaM 1a 11-. of \boa 
261 a plloa lDOr ... a la \ana ""4laUlla4 aplrl\a, aow 
I.Jic111Ae4 lJI \boa 'faz 1111 abOil\ \o be rapcr\aol ""'' ot collfare110e. 
!he r ... 01l ctna •• \!Ia\ eo ~1 aa l110raaae ooal4 ao\ be 
pa .. aol oa to tho ooa-. 1\ ...,1114, therefore, baft \o be 
aboo~ b7 \boa llldu\I'J; u a ronU of aloh u.. ..-.... 
uo\looa 1101114 be 'Uabla \o coat,_ \o operate a\ a protl\, 

!he lecre\az7 o\a\84 \M\ tho !raanz7 boa4 c1o11a aU l\ 
co1114 \o prwna\ \M bpoal\lo. of \boa &441\loaal 261 • pl1oa 
t.a: a.4 boa co1114 aot, u...fon, c•alotea\}T propoaa a ~ 
tu. CoaNilua\q, he t.DU-.4 \o ..n .., afton \o co.pl.T 
wl\h .... loaaao\ael'o raquot. 

Mr. looeao\H1 alao polate4 ""'' \M oarlOill reo11lh \o 
\boa price a\rac\an la \boa 1lquor llldu\1'7 lf \he a441Uoael 
261 a pl1o. t.a: h penlttaol \o 'be bpoaaol wltholl\ a\ \M 
- \1M bpoalac a al8llar floor \u oa a\ocko alt'MilT 
4latll.la4. '!be hcH\az7 •-••W4 \boat he \eke \boa\ •tt• 
'lip nth Steen lal1<ahlJ'I a.4 atu.p\ \o cat the •-l&lT 
84.1,..._, ...S. la Coocraaa • 

... • llcle11lo14a a.4 .... llel1<ahlJ'I _. praaoa\ a\ \boa 

coate:reDCe. 

Regraded Uclassified



• 

• I:MR IV IMSelatloa lllpr41JI8 J.laltaUoa _ ......... 
With r.MMae to tile ooattiQlatecl r~ueat to 0o1181'eaa tor 

leshlation 71ii1iat1118 -- 1Ja1tat1ona on the proportion ot bonds 
to notes that oan be •at •"•· I • wonderilll whether it 11187 
not oe wiae to postpone the .. tter at laaat uatU next :rear. 

The only juatitioation tor requeatlDS the lesialatin oh&~~~e 
seems to be that it would gin the Saereter:r greater tlexib111ty 
in hie tinanoiDS progriiiR. the Seoreter:r 111a7 wieh to take a~an­
tage ot th" low interest rates - prna1liDS and undertake to 
tinanoe next :rear'• r~uircenh with bonde rather than notes. 
But the a1110unt ot bolide that oan be iaaued uDder present limite­
tiona 1a onl:r about 8i 'ld.Uiou, one ha.U billion. cd wbioh IINat be 
reaerYed tor aartn«a lloa4a. It 11187 be tel t that 2 bllllou to 
not proYide .atriolen.t leeway and therefore reaoYal ot the ~~ 
billion lf.ait 1a oalled tor. 

Jaa1Dat this oou1derat1on 1111at ba weighed the following: 

1. Tbe action might han a bearieh intluenoe on Oonrn.ment boDd 
prioe1. 

Realizing that the statutory limit permits issues or approx­
imatel:r &I billions or notes and billa, but onl:r 2 billions ot 
bonda1 tha market would oonolude that the Treasury intends to ao­
oompllah its new financing (or a portion or ita re-tinan.oing) 
through bond issues rather than through notes or billa. The ex­
pectation ot increased bond iaauea in preference to note and bill 
issues may be a depressing taotor on OoYernoent bond prioea. 

2. It mAf atir up or1tioism against the TreasurY tinano!ng polio:r. 

The request ma:r giYe opportunit{ tor the numerous oritioa ot 
Treasury tinanoiDS to ai.r their orit oi• in Congress. Tbe:r ma:r 
raped an( elaborate upon the th•e that the Treasur:r 1e "Whipsawing• 
the bond market by drirtng up bond prioeaL eta, !he critics lll18ht 
.. 7 that the reeaon the Secretary ot the U'easur:r 1e aalc1ng tor 
new legislation ia baoauae he anticipates a weakening or OoYern­
ment credit in the near tuture and wants to issue bonds before it 
is too late. The expression ot auoh Yins with Congress as a 
souriding board oan do DO good at this time. 

3. la it DtO••ti[Y to obtain nf! 1!81tlat1on aqwt 

The only justification tor requesting a ohanga DOW in the 
legal limitation ot bon.da Yaraua DOtes aD4 billa ieu!!Da tha in­
tention. ot the ~ to laaue .are bonds within. the nut :rear. 
But it would - that 4111'1Bc the DUt :raar the tinano1118 ware 
batter 4ou w1tll. 'billa aDil DOtes thaD bo114se 

fa) lila ~-81117 .... ot oouru!:& bonow at a lower rata ot 
interest U '111lla (or •tea) ar. • 
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( 'b I Short-tena t'iDa110iJ:I6 helpe to pr~te a low ooet ot 
borrowiJ:16 tor private industry. Jdlle teP the liquid reaouroee 
ot banlce. llotee do 110 likiiWiee ~to a leeeer decree. 'Die 
Treaau.ry (and the Pederal Resern Boatdl have ample powers tor 
maintaining thoae liquid reaouroes at a high leYel, and there­
tore inoreaeed ieeuee ot 'blUe e.D4 notee need not greatly iaorease 
the interest rate. 

On the other hand, a larger proportion ot the invest­
menta in 'bonds oomes trom private individuals, ineuranoe ooapanha, 
eto. the Government has no direot oontrol over the volume ot tbelr 
savings; it oannot inorease them as easily as, i lklt! as lllUeh aa lt 
oan axoess reserves. 'l'he smaller the investments ot theee ineti­
tutions aDd private individuals in Government securities, the aor e 
are they toroed to eeek investment in private enterprise e.D4 in 
the construction ot oapital goode. 

(c) It may be claimed that it 1a desirable to take advantqe 
ot the present tavorable 'bond market and issue 'bonds this year 
even though bills oan be sold at extremely low r ates. It 'billa 
or notes were sold now the Treasury IUigbt be contronted two or 
three years tram now ;lth interest rates Which are much higher f 
then the present ones on bonds aa well aa billa. 

The validity ot that position in my opinion is open to 
question. Untortunately the subject can be treated ade~ustely 
only in a longer memorandum (which we shall be glad to prepare it 
you are interested) . At this point I would merely like to suggest 
that the decision to request new legislation be postponed until 
you are satlstied that the advantages outweigh the disadvantages. 
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r a . ot . Jr: 

J : 

n. '.! . Jr: 

J : 

H. '!.Jr: 

J: 

I! ." .Jr: 

J: 

tl . ... . Jr: 

J: 

H. :J. Jr: 

J : 

H. M. J r : 

J: 

H. ll. J r : 

April 26, l9J8 
\0:16 a . 111 . 

Hello . 

Oo uneod . 

Hello . 

Hello . 

J esse? 

Oo;,d aorning . 

Ho• are you? 
. .: 

Swell. 
- --r~ -

You mede a good sale of Commodity Credit bonds. 

I t ~~ sn ' t bad . 

It wu fine . 

I t ' s good mer chandise . 

Yea . 

'Innt ' a tne ifiJ.)' t o sell them, J esse. 

llult ' a rignt. Well, t hat' s tine. 

You know - got to go through the regular machinery ••• 

Ya,>. 

••. that ' s been perfect ed over years. 

~ell , t ha t ' s tine . 

Ah - Jesse . 

Yes . 

I'll 
got 
got 

glad you called, because I don ' t know what you've 
in your strong oox over at R.F.C. , but i f you•ve 
any of those bridge bonds or anyth.ing e lse •••• 

1 •11 o:-king a 'Yful\y hard t o get •em. 

I'd put •e• - I ' d put tbe pressure on to sell 
tnu. 
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Yes , I 1m trying a wfully hard to get them, but 
we haven't g>t t hem yet; we 've got t o r efund t he 
issue. 

Well, because the f irst to 15th of J une - I want 
to keep t hat for t he Treasury. 

First t o t he 15th of June. 

Yes . 

All right, f i ne . 

See? I want to keep that for ••• • 

Well, I 1ve got - I ' ll bear tha t in mind. 

So you1ve got the r est or tbis montb . 

All right. 

See? 

Fir st to the 15th of June . 

\'/ell, I'll put it - I mean I wouldn't - I - I -
I never gave a look a t the calendar - I mean I 
wouldn't want you fellows to come out on the 
15th. Well , l et ' s say - I'll put it this way 
to you . I ' ll - I ' ll keep from the 6th to the 
20th of June inclusive . 

All right , and if 1 do anything big I ' ll cal l you 
first anyway. 

I mean - yes - but from the 6th to the 20th 
inclusive. 

All right, 6th to the 20th of Jun.e . 

And t hen we ' ll - we ' d -we'll do our offering on 
the 6th. 

The .6th . Did you •••• 

WaH , I' ll change t hat - let ' s see - 6tb to t he 
18th inclusive . 

30 
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6t h to t he 18th. 

6th t o the 18th, you see . 

All right. 

That gives me two weeks . 

Yes . 

That gives me two weeks . 

Did you s ee the President yesterday? 

Yes . 

Anything ment i oned about r ailroads? 

Not a word . 

Wha t do you know about r ailroads? 

31' 

Well , I had a meeting with Wheeler on Saturday and 
I ' m going t o have another one today at noon - at 
two o 'clock . 

Uh-huh . 

llith him and - ll no Lea, of the House Committee, and ••• 

Ah ••• 

••• just to t alk about seeing what we can do a t this 
sessionJ 1f anything, in the way of - I don ' t think 
anything big can be done, but we may get some litt le 
something . And I just wonder ed whether •••• 

. lell , are you - have you given up any i dee of a bill? 

'Nell , I want to talk; that ' s what I want to talk 
about with these fellows. 

I see . 

See, Lea is Chairman of the Committee in the Bouse. 
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Gosh, I - you lulo.y 1 J esse, i f this Congress goes 
home wi thout doing something about r a i l r oads, I 'm 
Jus t going t o be s i ck about it. 

Yes . 

And so ' s the count r y. 

All r ight, I ' ll - 1 111 - I ' ll use tha t as my cue. 

I meen the countr y is just going t o be sick a bout 
1 t . I mean we c!!n s i t 11 r ound her e ond talk 11 bout 
pump-priming and all the r es t of t hat s tuff, 

Yes . 

And - but the railroad transporta t i on and the 
alli~d i ndus tries t ha t go with it •• • 

Yes . 

32 

•. i f they don' t see some silver lining , I think 
it's going t o be one of the most d i scouraging t hings 
t o t he country I know of . 

Yes . 

Tha t ' s t he way I feel . 

Aell, I 1 ll- I ' ll ..•. 

~> lld I ' 11 t ell you somt~tning ; by God, we ' ve got t o 
nove somethi ng like i t , b ecause - ah - ah - jus t 
betwaLn us , I - I havt~n 1 t got any good news, • •• 

Yt.:J , 

•.• J esse . 

I see . 

But if ne could do something so t he people knew 
';:here Ne wer e goi ng on tills r ailroad thing, I think 
it would make the difference - I really do - or day 
s nd night. Now, t ha t ' s t he way I feel. 

Yes . 11'/ell, I ' ll t a lk With you afte r I ' ve hod t his 
mee t i ng. 
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_,_ 

Because I - as I say, there's - it there ' s something 
in sight which can cheer me up •• •• 

Yes . 

But if - if we could- if we could get this thing •• •• 

That would be a definite step. 

Vlhat? 

Tha t would be a definite step. 

!Aost import ant . 

Yes . I ' ll use - I'll use that as my cue. 

O. K. 

I ' ll call you later. 

I wish you would . 

'!hank you. 

Gooa-bye . 
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B. lll . Jr: 

Jease 
Jones: 

B.M.Jr: 
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B. II . Jr: 

Hello. 

Mr. J ones . 

Hello. 

Hello, Henry. 

Jesse . 

Yes . 

Go ahead. 

. . .. 
April 26, 1938. 
10:30 a . m. 

llr. Rosens tiel is in my office - of Schenley ' s, 
Dis tillers . 

Yes . 

And he came down on t his question of increase in 
t axes on liquor, see? 

Yes . 

And in his conversat i on he said that the industry 
can't borrow any money . 

Yes . 

And be wants t o borrow 20 million dolla rs. 

Uh- buh. 

34 

I sai d , well , if he wants to borrow 20 million 
dollar s , he can go over to see you and you ' ve got 
it anu i f he ' s got a solvent business he can borrow 
it. 

Yes . 

Is that right? 

Ah - in - in part . 

Well ... 
I •11 be glad to see him, Henry . 

All r ight. 
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And then I' ll taJ..k to you about i t . 

l ow, wlln t t i me do you want to s ee 111m? 

~ell, I think i t will be about four o ' c l ock. 

Jus t a minute . 

(Aside : ) Four o ' clock? 

!le •ll be a t your offi ce at f our o ' c l ock, 

Fine. nosenstiel. - ..... ,.,_ 
Yes, Pres1aent of Schenley ' s . 

Fine . 

But I' m going on t he theory tha t anybody tha t ' s go t 
a legitimate business, ..• 

Yes . 

... e solvent business - I don ' t want him to say 
he can ' t borrow money . 

Fine . Send him over . 

Is that rigllt? 

Yes . 

O. K. 

Fine . 

35 
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RE BANK EXAUINATION POLICY Apr il 26, 1938. 
10&30 a . m. 

Present: 

H. !L Jr: 

Taylor: 

B. li .Jr: 

Taylor: 

B. U.Jr : 

Cro11ley: 

llr. Taylor 
1lr. Upham 
llr. Gaston 
Kr. S~th 
Kr. Davis 
1lr. McKee 
Kr. Crowley 

All right, Wayne, where are we? 

Well, I descr ibed to you very briefly what the two 
points were that I thought you could start discussion 
on. One was this classification and the other is how 
to handle your bond account. 

And you kept all the experts out? 

Yes, temporaril y. Thought we would make a l ittle 
faster progress if you listened to the heads of t he 
agencies, and so on, and then went on from there, 
because their feeling is tha t it is going to be 
compar atively easy for them to come to an a greement 
in principle, s nd then they can tell the heads of 
their staffs what those agreements are and say, 
"Go ahead and work it out. " I sn't that about right? 

All r ight. Let ' s go around the room, start with Ur. 
Cro.vley . 

I always seem tog et Ill)' Self in the wrong location. 

Well, as far as we ' re concerned we~e perfectly willing 
to sit down with t he other two agencies and work out 
any determinati on of the "slow• item, but to do it with 
the understanding that that item is not to be cri ti­
cized and not give these bankers any , reason for using 
that as en excuse for forcing liquidation. We ere 
opposed to changin& the poli cy of bank examina t i ons. 
In other words, we don't want to go backwar ds on bank 
examination, we think we should go forward . And 
personally I don' t believe t ha t there is any Jus ti­
fication to a lot of the complaint and the criticism 
on bank examinations. Now, these bankers have always 
used the bank examiners es the Tribune used the t ax law 
this morning, as an excuse . llore or less - kind of 
on a sit-down strike . I don' t believe that ther e is 
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any ~eat difference of opinion between the three 
Federal agencies on what should be done in that 
particular matter. 

On the bond depreciation, we are willing to go along 
and ignore bond depreciation 1n the higher bracket 
securities, providing t hat we can bsve a constant 
improvement in the type of securities that are in 
these banks and that these banks are not perm.itted 
to speculate in and out of the market. Where a bank 
is specula ting in and out of a market, we don't feel 
that they should be given the benefit of their l oss 

37 

on securities . In other words, they should be penalized 
and the market should be followed down. Where a bank 
is in a good position, has good liquidity and·good 
management, end has bought their securities for invest­
ment, I think we are substantially in accord . We do 
feel that on the matter of profits on securities, wbere 
they are sold at a profit, it is nothing more than 
writing up inventory, and tha t those profits should be 
earmarked to take care of depreciati on; otherwise, 
t here is no way in the world that you ar e going to 
discourage bond speculation. 

That ' s substantially our positi on in the ma t ter, and 
we 're glad to let our technical men sit down with the 
other fellows and work out a program. 

All right. Federal Reserve? 

Shall I? 

You speak your piece, or do you want me to speak my 
piece? 

1 111 speak mine . It ' s coming this way, John • 

All right . 

We have talked this over for some time on the Board . 
In general we favor meeting with the other agencies 
as soon as possible and working out the technical 
points of agreement. I believe, like Leo, that on 
general principles it isn' t so difficult to get an 
agreement as it may be when we come to working out 
the point in words. 
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In our general discussion the Board members beve 
indicated they are in f avor of eli.minating the 
"slow" classification in examination r eports and 
working out a method of providing special comment 
on loans that need special comment. 

On bond depr eci ation, the Board bas indicated 
infor mally that it believes the practi ces should 
be uniform among the three agencies , that they 
should put l ess stress on current market quota tions 
in the high ~ade bonds, alway s provided that you1 re 
not sacrificing safety in your examination policy 
for a change . 

Now, we •re just talking about examination policy, 
and Wayne , you didn1 t refer t o or r aise the third 
point t hat we ment i oned yesterday; that is, t he 
Comptroller ' s r egulations as to investment in 
securi ties , so I ' ll not r aise that at all . 

I was including that in how you handled your bond 
account, or i ntended t o . 

That ' s all I want to say . 

hll right. McKee? 

Mr . Secr etary , I have felt for many year s - and I 
am not predicati ng my statement or thoughts on so 
much present-day conditi ons as t he effect the type 
of examination tbet bas continued by the various 
agencies has bad in accelerating a depress i on. I 
a rrive a t that deduction by - the first evidence of 
a depression is a lway s the market. The first evidence 
of losses in the bank usually come through market 
depr eciation . And when it appears in abnormal 
amounts , it exci tes the bank, t he directors, and 
has a t endency to r estrain t hem from continuing 
credit as well as making available additional credit. 
And as it goes along, as the history of tha t for the 
various depr essions has gone, it appears to have made 
its impressi ons on these bankers to the extent t ha t 
they ultimately for ce liquidation at the worst tiae 
for t he good of the public. 

Now, my approach to this thing is that it is something 
I think should have been corrected years ago, and we 
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have always missed the boat because the tiae to do it i s when you're on a level that you can do i t with improvement. We appear to be ther e now. 
And the point that I'm interested in most is the type of an examination that classifies all assets - not appraise just the notes and price the bonds , but that treat s all assets in the same fashion. What I mean by that is that if you' re going to cla ssify notes you should cl assify bonds. 
They' ll tell you that the ordinary examiner is not equipped to classify bonds . I s ay that he is just as well equipped t o classify bonds based on statements that the banks should have in t heir files on those bonds , as he is to pass on a line of credit or a local merchant based .on a financial s t atement . 
Now, if you'd take that system of examination you would eliminate all bond depreciation except those that are in default, and I t hink we'd all agree that that should be charged off - the difference between book and market. Now, that is just exactly what you do with a fellow t hat is in receiversnip, And a note -in classifying the asset you try to arrive at the recovery value of the note and put the balance of it in the loss . 

Now, I•m satisfied t na t , by the r ight kind of directi on by the supervising heads, t hat kind of a method can be installed in the examinations of the banks of this country, and I only recommend it i f and when you give that opportunity to a banker to consider his securities always a t book, unless t hey are in default, with the proviso that he sets up an ear marked reserve for a stated percentage - we'l l say, for the sake of argument, 20 percent, and maintain that account at all tiaes, i.f be wants to uae hie non- recurring bond profits for other expenses, bonuses, dividends, salaries. Now, i f be will r eserve those as they accrue until he has built up t hat kind of a r eserve, we ' ll have something in thi s country t hat we have never had before, aDd that is adequat e r eserves tor bond deprec i ation without t he impairment of capi tal . 
Now, it is with that appr oach that I think, Mr . Secr etary, unless - you go i nto tbe bist oey ot this 

Regraded Uclassified



. . 

H. M.Jr: 

l(CL{ee: 

Taylor: 

H . ~t .Jr: 

:.lcKee: 

H. 1J. Jr : 

lolcKee: 

H. M.Jr : 

McKee: 

H.ll.Jr: 

Diggs: 

40 

-~-

thing end there have been attempts at times like 
tn!s t o try t o adjust the medium of bank examination, 
and they naven• t been satisfactory, ana unless we 
nave a program of a cnange, I tn!nk it is dynamite 
to play with it now, because you're going to attract 
the attention of smart money to banks and t hey are 
not going t o believe what aeybody says about holY good 
the banks ar e; they're just going to use t heir own 
judgment end they 're going to run that money from 
one institution to another, and God knows what kind 
of a situation .ve might arrive at - a lot worse then 
we 've got today . 

You think we 're on the r ight foo t in whet we're 
trying to do here? 

My approach is to cnange this examination for the 
future on a cla ssified basis . I mean as l ong as 
tl)ey •re good , they're good; 1f they 're in default , 
tney ought to be taken out . And you ought to maintain 
your profit from bond sales as a reserve for just such 
losses when they occur. 

Which mus t be earmarked and out of which no dividends 
or anything else can be paid. That's the 

Well, I don't know whether everybody ' s i n agreement . 
But that ' s what you feel. 

That ' s right. 

You feel evidently very strongly. 

That ' s r ight. 

Any t hing else? 

No. 

Now shall we go to the Comptroller's office? 

llr. Secretary, we or course o.re for uniformity in 
examina tions. We t hink tha t would be very desir able -
if all the b anks could be examined with the same 
yardstick . 

We very definitely do not believe that the • slow" 
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column should be abandoned. It might be changed 
in name. But we reel that the banks or the 
country want to know the condition of their banks, 
and National Bank Examiners place into that column 
now loans which are questionable - "additional 
collateral," "further information desired, " and 
many other things which they are instructed to do. 
We believe the bank wants to know about those loans. 
\Ve do not think it would be desirable t o take it out. 

We bave no obJection to changing the name, if a better 
name can be f ound . If it isn 1 t changed or even is 
left ~ it is, 11e think thet all examiners in all 
oepartments should have the same regulations as to 
what is placed-rn that column. 

'lie do not believe that the examiners have been too 
severe in their examinations. You probably know the 
figures for 1934. At that time we showed 2~ percent 
of the loans in the 11 slow" column, and after our 
reguletions were changed, following the meeting of 
' 34 here, which you opened, that dropped in ' 35 to 
16 percent in the "slow" column. In the last half 
of 137 it dropped to under 10 percent in the "slow" 
column. So we do not believe they have been too 
severe. It comes down pretty well, as we see it, 
to the human equation in the examiner . Some of them 
are probably a little hard and others may not be bar d 
enough. 

On the question of investments, we do not think tha t 
any greater l&titude should be given to the banks in 
the purchase of securities than they now have. I 
think what ' s happened during the past few months bas 
shown that , if anything is needed, probably they 
should buy ll.igher grade bonds, because the banks that 
are in trouble are those that have bought the ones that 
are not in the upper brackets. 

On the writing orr of depreciati on, we of course 
think t hat should be done on all defaulted bonds. 
And the ques tion of setting up a reserve - it seems 
to ce that that might be a policy, but as for making 
a rule, we doubt if it could be enforced - how we can 
do it. It ' s a policy as to what the banks can do with 
their profits on bonds and other profits; I think it is 
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purely a policy matter . 

May I ask a question? 

Sure. 
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Certainly, Uarsha11, if you allow them the 
depreciation you've got a right to say what they're 
going to do in the way of building reserves, so 
that you can make them buil d a r eserve. Now, they 
can put it in the profit account if they wish, but 
you c an make them transfer it right back to a 
reserve a ccount before you allow them to take 
this depr eciation. You don't under your law; you1 ve 
got t he right to specify the manner and the type of 
examination and your way of arriving a t a valusti on 
of the security or of an asset. 

But my thought is that you can' t tell the bank 
everything they ' re going t o do, that you can't run 
it for them. 

No, but I think you can do this. You certainly can 
stop these fellows - they 're making more damn money 
now on secur i ty profits than they 1 re making off their 
loan and discount account. And if you ana lyze your 
big banks, you ' l l find that to be correct. And t hat 
was never the intention of a n investment fund . 

'Nell , I gather ttlis i s where we get down to a differ­
ence of opinion, and tha t's the point we ' re trying 
t o iron out, aren' t we? 

Are you through? 

Yes, sir . 

Smyth, got anything? 

No, s ir. 

Cy? 

No . 

(Nods nothing) 
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Well, there is still this difference of •••• 
Upham's given me this agenda here, which looks 
good. 

43 

I mean we study toe "slow" classification of loaDS: 

"A. Should t he •slow ' column be abandoned? 

•B. Should the ' slow' column be renamed, and if 
so, what tit le should it be given? 

•c. If renamed, should the type of loans listed 
be the same a s now? If not , how changed? 

•o. Are bank examiners t oo severe 1n their 
classification of loans as slow? 

" III . ~he treatment of investment securities by 
examiners. 

"A. Should banks be given a greater latitude in 
the securities they may purchase? 

•a . Ho1·t should securities be valued by the 
examiner -- cost or marke t price or what? 

"C. How should market appreciation and depreciation 
be treated? 

•o. Should any special restrictions be placed on 
profits from the sale of securities?• 

Well , I gather from what Taylor told me that you 
fellocs wanted to see me, some of you, a lone without 
your staff. As the agenda -we haven' t come to an 
agreement; I don' t want to force one. But if you -
what I would suggest is, you people have all got 
able people; let's lock them up in a room and let1 s 
have them come 1n with a maJority and minority report. 
llaybe 1t '11 be a unanimous opinion. Let 1 s lock them 
up. 

That's what you'll have to do. 

That ' s right. 
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Now, I would say this, that when they're ready I'm 
ready . But let ' s lock these boys up and • ••• 

Who would you (Diggs} designate? 

llr. Folger . 

Folger. Be's all right. And the Fed? 

Paulger. 

P- o-1- ? 

P-e-u- 1- ••• 

F. D.r. c .? 

Jobn Nichols. 
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I 1d say Just lock them up. 
agenda. Cy can go in every 
them spirits of ammonia. 

And they can use this 
once in a while and give 

I think that ' s the way to do it. 

I 'd lock them up. 

I tell you, I 1m going to ask -as chairman I'm not 
goi.ng to express any opinion; the only thought I had 
was this: when you get something I thought I ' d 
invite a few bankers in, big and little, that I have 
confidence in, and show them this before we shoot it. 
NoK, take a fellow like f om Smith, a fellow like 
Jeff Coolidge, maybe a fellow from New York, say, •Here 
is this plan.• I can show it to them in confidence . 
"What do you think?• I mean they're all interested 
and they're all good sound fellows. I don't know, 
I•ve never asked them how they feel on this thing. 
But they have sbown their interest in the Government. 
And Just bring them in and say, • Now here's the 
program; what do you think of the thing?" I mean 
because I don 1 t pretend to be an exper t on banking 
regulations. But those fellows are ,.aki.ng their 
living at it. • 

They operate good banks . 

Regraded Uclassified



.. 

McKee: 

H.M.Jr : 

llcKee: 

H.II.Jr: 

:lcKee: 

H. l.t .Jr: 

McKee: 

B. ll. Jr: 

McKee: 

B.II . Jr: 

• 45 

-10-

llr . Secretary, do you disagree to the tact that 
this thing should be kept just as quiet as i t can, 
because if it does get much publicity it' s going to 
make everybody cons~ious that we're sitting down 
here worried about banks. 

I don't th i nk - that doesn't start that way . 

~hat? 

You see, all we're sticking t o is, first, what the 
~resident said in his message. Just trying to carry 
out the spirit of what he said in his message , and 
that' s all. I was very careful of what I said 
yesterday. I have a press conference twice a week. 
But I think what I said was all right. Oid you (McKee) 
see it, did you think so? 

I haven' t seen it. I l ooked a t the headline in the 
Wall Street Journal , but I didn1 t read it carefully. 

Well, I simply said that we were going to study this 
thing. But nobody said anything about being worried 
about banks. 

Well, the interpretation - the erroneous interpretation 
placed on everything at this time is the thing that 
worries me a l ittle. 

I think if you people would be willing to let Gaston 
do the talking - I think be could handle the Tree sury 
press men so thut it woulon •t get out. I mean we 1re 
pretty successful in getting out the sort of thing 
we want - do it openly, tell all the regular men what 
it is. 

As f er as I•m concerned, I ' ll do no t alking about i t 
because I ' m afraid of it. 

All right. ~ell , I don't have t o see them again until 
Thursday morning. I don' t see them in between. 

I think that would be the thing to do. But hell, all 
I ' m going to insist on as chairmen- I don ' t went - I'm 
not just going to sit back and s ay, "Well, we can't get 
them t ogether." They've got to get together . Somebody ' 
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got t o give way. Now, I ' m not pretending to say 
what 1 s the right way . 

4S 

I don't think, Wr. Secret ary, that when you get these 
technical men toget her ther e ' s going to be any grea t 
dif ference of opinion. I think they'll come back 
here with a report . And what you want- we don 1 t 
care about the language you use - what you want is 
the thing carried out, and what the President wants 
is a unification of spirit . 

Tha t' s right. 

I don 1 t doubt but wha t they can get together. And 

t hey' ll get together bet ter themselves t han if we 
sit ar ound with them, and they sit around With thei r 
t ongues in their cheeks and not express themselves . 
We can keep out of i t, l et them bring a report back, 
and then we can take it afterwards . 

Well, they can go wherever t here is a nice good room 
and plenty of sunlight. 

I think they ' d work better in the dark. 

Want to say something, '/layne? 

Yes . 

What? 

There was one point brought out yesterday - also some 
difference of opinion - tha t had to do with t he 
question of market able securities and so on. The 
Comptroller ' s office takes the position that t hat is 
a question of law and t hat cannot be changed wi thout 
an amendment of the law . I g et the i .mpression that the 
Federal Reserve Board didn ' t entirely agree with that . 
Is that right, Chester? 

/lell, in our - we think that i s a point which should be 
thoroughl y explored. I wouldn ' t go so far as to say 
we disagree with the legal opinion, because I 1 ve had 
no legal opinion. However, it ' s been studied f r om the 
legal s t andpoint, but we have never approached it from 
that angle before . The thing t hat should be examined 
on tha t is this question: Do t he Comptroller' s r egula­
tions force the investing banker into t oo close a 
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dependence on and r elation to the stock market 
ticker in handling his bond account? Now, that -
I wouldn 1 t exp.ress an opinion; I think it should 
be examined. 

Wby not put that on the agend~? 

It should be in there . 

I think it is in there . I think you ' ve got it in 
there . 

47 

H. U.Jr: Well , Cy, you•re going to ride herd on these fellows 
-for all of us . It ' s your responsibility to see that 

• they meet, see that they g et plenty of wa ter and food, 
but tha t they keep going. 

Upham: Well , of course, they have other things to do. They 
can't just - Folger, for instance, couldn' t go in a -
when you say "lock him in a room,• you don't mean that. 

H. M. J r: I mean this . They could devote exclusively to t his 
problem half a day. 

Upham: Kight do that . 

B. II. Jr: Couldn' t they? 

Diggs: Yes. 

LlcKee: 

l:I . M.Jr: 

Davis: 

Cr owley: 

B.!i. Jr: 

De vis: 

We can furn.ish our representative as many days end 
many half-days as you want, because I think it's 
important. 

Well, •!!f not say this , t ha t they meet every afternoon 
a t two o clock and work a s long as they can. That 
gives them t heir morning free for routine. 

That ' s right. 

That ' s a good arrangement. 

Let them work from two on as long as they can stick 
it out. Bow•s that, hub? 

I think th.is morning that will give a little time for 
each agency here to talk - si t down and talk with their 
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men before they go into tbe meeting . I think they 
should do that. 

Anf other suggestions, Cy? 

Jo. 0 ••• 

As you represent us, it tbey get into anr trouble, 
we'l l expect you to step right in, do a public 
service. 

Thanks. 
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When they do come to an agreement, I want to show the 
thing to some fellows that have got t o make their 
living by it. 

I think, Kr. Secretary, that when you' re getting your 
bank advice, don' t confine 1t altoget.ber to the large 
banker, who bas a method of handling his bonds and 
investments . 

Well, maybe you can g iva me the names of o couple 
fellows . 

I think, John, it would ·be a good idea to take a 
cross-section and get some men who are r eally 
familiar with the little country bank: problem 
and what he ' s got to do. 

Well, you can give me the names of a couple fellows. 

I ' d like to suggest t hat when you get ready tor your 
conference •.vith the bankers, call Bill White, ot Nell 
tork, wbo is President of the State Bank Supervisors. 

Good idea . White's a good man. And I thought I ' d 
bring down Broderick too, because Broderick's been 
all through the mill ort this. What? Be•d have a 
kind or savings - no, you don' t examine savings banks, 
do you? Be's a good tallow. 

We have savings banks. 

We can keep it down, not get it too big; but I think 
get half o dozen to ten fellows . Because 4 don ' t 
want to shoot on this, ond I think it ' s .always good 
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to snow tnese tallows what you're going to do aDJW81 
in advance1 then it they like it, th81'll sell it 
tor you. ~o I think White - tbet 1 s a good idea. 

All rigbt, gentlemen. lnank you. 

Thank you. 
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Agenda tor Meeting ot Banking Agency Beede April 26, 1938 

with Secretary Korgentbau 

I . Why this meeting is being held. 

A. Th' President's massage ot April 1•, 19~8. 

B. The long- recognized necessity for coordina­

tion ot banking agencies on examination 

policy. 

II . The • slow• clessitioation of loans . 

A. Should the •alo'lf column be abandoned! 

B. Should the •sloW' column be renamed, and 

1t so, what title should it be givent 

c. U renamed, should the type 
listed be the same as nowt 
obangedt 

of loans 
U not, how 

Do Are bank examiners too severe in their 
classification of loans as elowt 

III. The treatment of investment securities by examiners . 

A. Should banka be given a greater latitude 

in the securities t hey may purchase! 

B. How should aecuritiea be valued by the 

examiner -- coat or market price or wbatt 

c. How should market appreci.at i on and depre­

ciation be treatedt 

D. Should any special reatri cti ona be placed 

on profits trom the sale ot aecuritieaf 

so 
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B. t.t.Jr : 

Operator: 

d . tJ .Jr: 

Oper ator: 

ll . II.Jr: 

Operator: 

H. :.I . Jc : 

) Oper ator : 

a .M.Jr: 

Operator: 

H. li! . Jr : 

Oper a tor: 

B.Y.Jr: 

Operat or: 

B. ti . J r: 

Operator: 

R. l.I .Jr : 

Operator : 

Bello. 

April 26, 1938. 
llz24 a.m . 

llr. Franklin is at lunch until one o' clock our tlae . 
They said they might be able to reach him at lunch. 

I 1 11 tal.c afterwar ds . Get tbe Secretary of War. 
I' ll take it after war ds . 

All right . 

11: 25 a.m. 

Bello . 

Secretary ooodring will not be in his office t odoy. 

\'!ell, leave word I want t o t alk to billl when be gets 
back. 

They say we might reach him at home . 

No. 

All r i aht . 

ftb - let me see - get me General Craig, will you? 

All r ight . 

Genera l Craig. 

Right . 

Hello . 

11: 26 a .m. 

General Craig is away tor the week. 

Gosh. All r1gbt. Well , leave word I 111 talk to 
Woodring tomorrow . 

All right. 
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R. 1.1 .Jr: 

Operat or: 

H. l! . Jr: 

Oper ator: 

H. :J . Jr: 

p . .. . s . 
Fran.<lin: 

u . li . Jr: 

F: 

H . .J . Jr : 

F: 

li . rJ . Jr: 

F: 

H . ~ . Jr : 

F: 

ii . ·~ . Jr: 

F: 

li. l.I . J r: 

1'' : 

H. J .Jr: 

F· 

!1 . li .Jr: 

Hello . 

Ur . Franklin. 

Hello . 

Go ahead . 

Hello . 

April 26, 19J8. 
2 :1J p. m. 

Hello , is this Wr . ~orgenthBu? 

Talking . ~r. Fr&r.ltlin. 

Yes . 
- .. 

On third i nvestigation, we f ind thet we had one third 
of the name right; that it' s the Panama Railway Compa~ . 

Oh, Pao&ma Rai lway Compa~ . 

Yes . 

Oh. 

Ana the people up in New York - tederal Reserve was 
very much embarra ssed to think thut they told mo it 
was the Panama Paci fic St eamship . 

Yes . 

It ;;es the Panll.lllti Rdlny CompB:ny . 

I d on't see nolf they got them mixed up. 

' I don 't either, but t hey did . And that was the concern, 
a nd I've now got t o get in touch with the Governor of 
the Panama Can&l Zone, •••• 

Yes . 

\lho is Presi dent of that railway. 

Yes. 

And fl.nd out wha t the bell be was doing . 
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Ar e they - are they keen a bout selling their bonds? 

I don't know. ·•hey must hove been awful keen t o do 
it the way t hey did it. 

'flell , they 1\'ere very keen a nd very short in their 
sale . 

hnd Tlry stupid. 

Well , tha t was too b~td . 

But t hank y ou for your cooperation. 

\'/ell , I •m v ery much obli eed to you a nd I 1m sort~y I 
couldn't be of £ny assistance. 

1lell - ond you 1 r e sorry you didn't O\Vn the bonds . 

53 

Yes, I' m v ery .sorry I didn't ovm the bonds or anything 
else . 

hll r ight . Thunk you, Mr . Fra nklin. 

They coula last forever . 

All right. 

all rignt, much obliged t o you. 

Good-bye . 
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Louis 
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H. r.! .Jr: 

J : 

1! . 1.1. Jr : 

J : 

d . !.! . Jr: 

J: 

H . ~' .Jr: 

J: 

H. :.I . J r: 

J : 

B. LI .Jr: 

Hello . 

Hello, ~r. Secretary. 

How are you? 

Just fine . Row are you, sir? 

I'm alive. 

April 26, 1938. 
2 : 19 p.m. 

tiorry I uon' t s ee you more fr equently. 

54 

That ' s mutual. »r. Johnson, tbe reason I 1 m calling is 
this . Someth ing happened on Friday WDicb disturbed me 
very much, and t hat was an action taken by the Panama 
Hallway Company, whi ch, a s f ar as I can tell, i s more 
or less under t he Vlar Department. I s tha t right? 

Its stock i s all o.•ned in the liBme of the ~/ar Department. 
..!r. lioodring votes it . He 1 s President of it . 

Right. :/ell no•.t, let me tell you wha t they di d . Friday, 
~bout one o ' clock, they of f ered t o five different brokers 
eleven million dollars worth of Governments . 

Good Lord i 

hnd asKed f or bids, and said t ha t they had to have bids 
in f ive minutes . Ah - eleven multiplied by five - that 
made 55 raillion . "nd tha t went all over the country 
a nd it just Knocked the bottom out of our Government 
bond market . And of P.ll the stupid things that I 've 
ever seen 1n ~ life, that is the stupi dest . Now, the 
m&n that they tell me • cs in cherge is a ma n by the name 
of Victor newton- was Treasurer; end a man by the m me 
of Rossbott om, the fir s t Vice President. And they say 
that those two men handled this t hing. Now, it seems t o 
me if " subsidiary, so to speak, of the War Depar t ment 
i s going to s ell eleven million dol l ars worth of 
Governments , t hey might ask the Secretary of the Treasury, 
•is this a good t ime to sell it?• See? 

May I be Just utterly frank with you and off the r ecord 
a minute? 

I ' m being very frank and off the record with you. 
can cell a spade a spade . 
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About last August, the White House got an anonymous 
letter about the letting of contracts there for 
stevedoring, a nd it was r e f erred directly, e i ther 
by the President or Jimmy a t his direction, to me . 

Yes . 

I investigated it, found tha t this had been going on 
with some sort of n prefer ence for a number or years. 

Yes . 

I wrote tne President a oe~orandum in which I called 
attention to the un-~mericen spirit of t hat a nd the 

ss 

lack of proper safeguarding of the Governmen t ' s interest 
in the method of h&ndllng it; then told him tha t i n the 
course of toe checking I had found four or five o ther 
things . 

Yes . 

Th£< t was e direct communicati on a nd r equest t o mo . 
I handleo it as tha t. 

Yes . 

It came back t o - it came bt.ck to t he War Department, 
t o t he Secretary, with a ltt•er I was sebt a blind 
copy of, direc ting th~t the situation be changed, ••• 

Yes . 

••• saying ther e w~:s a vncancy on the !loard, end & 

~bite nouse suggesti o n that I be put in in the vacancy. 

Yes . 

The t · letter wes very much resented over here, got me in 
bad vti th t he Secr etary; he ' s never mentioned Pan& me 
Railroad i n my presence s ince . I•m not on the Boar d . 
And so wi th that buckground - I agree with you thoroughly 
tha t t his i s the cr azies t thing here to do , but I don't 
kno~ anything I can do about it under the present se t - up, 
;.u. , Secretary . 

Well , thP re~son I •m cal ling you is - I asked for the 
Secretary or the Ac ting Secr e t a ry. 
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//ell , I - I am the Acting Secretary. 

Well t hen, I ... . 

J.ll right, then, we ' ll t alk upon that ba'sis. 

Well , now I' m going to talk offici al. 

1>11 right, sir . 

56 

I•m s aying as Secretary of the Treasury that I protest 
vigorously the method that the Government bonds wer e 
nanaled by an agency of the United States Gover nment, 
end that I am asking t ha t an investiga tion be made and 
find out 'ilhy ~r . lie,. ton and :lr . Rossbottoo handled it 
in that way; ~>nd I think they should be sent f or , ~o nd 
I ' d be g l &d to tell them f ace to f ace wha t I think of 
tnem. 

Well , I t hink you 1re right and I'll start tha t no1v. 

'l'hat - that I ' m r, sking you as Acting Secretary of Nar, 

All right, sir. That - tha t will be checked into now . 

And if they come down and they will be brought over here, 
I would like to see them lilld Esk them what t hey cean by 
handling GovernmEnts in tha t way. And we haven' t 
recovered fro~ it yet . And incidental ly, it may again 
give the ;>eople in \/all Street a chance to give the 
Government the laugh, anJ we ' ll be made the laughing 
s t ock in ::all Street . 

Oh, lYell, that 

AnJ I - I t old - I tola t he President about it. 

Oh, you have done that? 

I didn 't know who it was a t that time . 

::ell, I tel l you what I - if the President would say to 
me, "You investiga te this," believe me, you•ll get the 
s t ory . 

•ell, all r ight, l will .. .. 
You aren't - you ar en't going to get the act ual story, 
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you ' re going to get a Nh!tewesh, ifft s otherwise 
handled . 

All r ignt , I ' 11 call the Pr·esident and a sk him to 
direct you . 

All right, sir. 

Row ' s that ? 

57 

till r ight, sir . Then Ke ' ll get t o the bot tom of it. 
I ~gree Rith you off record now on your indignation . 
You' r e entitled to it . !'a n~ve ~ lot more then you're 
snowi ng . 

Yes . .'fell, I don ' t went to - not - no use g e t t1ng 
burned up . I mean peopl~ like t hat , if t hey haven't 
got a good explBnation, should be fired . 

•lOll , s ir, if - will you do tha t? Then I ' ll get this -
tnis full story and let the chips f all where t hey will. 

Right . 

Yes, sir . 

ThanK you . 

'• ht•.DA you, ~r . Secret .. ry . Good-bye . 
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April 26, 1938. 
3:56 p . m. 

Bello . 

Mr . J ohnson. 

Thanks . Hello. 

Mr. Secretary. 

Talking. 

The President called me. This is Louis Johnson. 

Yes. ~ · 

I ca lled New York and immediately got my ears knocked 

down by their telling me that the War Department as such 

had nothing to do with this, it was Mr. Woodring 

who held the stock. 

Oh for Heaven's sakes . 

I told them then that in the name of the Presi dent 

I ordered Mr. Newton and Kr . Ros sbottom, one or the 

other, t o communicat e with you on the phone and fix 

an hour to come do.m . 

Yes . 

I called over about ten minutes, fifteen minutes ago to 

see if they had called you; they had not. 

'.'/ell, they , •• 

lhen I took the call from Wayne Johnson, their a ttorney. 

llr . Rossbottom went to the office of the $16,000-a-year 

counsel of this company. 

Vlho ls - who? 

Wayne J ohnson . 

;'layne Johnson. I know the name . 

He called me and tried to give me an argU&ent tha t they 

•ere responsible f or this money, that they had these 
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commitments of a million four , I think he said, per 
month to pay on these ships; that they made about 
$800,000 by selling them the way they did; that it was 
their responsibility, they would have b een held 
responsible if they had held them and the bonds had 
gone do·.m, theytd have to bave. taken a •loss . 

Yes . 

I wanted t o give you tneir story. Wayne Johnson wanted 
to call you or come to see you in lieu of these two, and 
I tol d bim that the or der s of the President were that Mr. 
Newton and Mr . Rossbo t t om should report and I saw no 
occasion for bis, Mr. J ohnson, being there. 

Yes . 

And I hope you'll tal~ t o them pretty frankly . 

Well - a ll •• • 

Because t hey i gnor e - they ignore the country a s a 
whole in arri ving a t their own little petty problem. 

Well , I frankly - I jus t - I mean I'm not r unning the 
17ar Department, but if I held a - the stock lilt a cor­
por ation and - I' d wonder Nhat ••••• 

\,ell , frankly, that ' s jus t e xactly wnat they t old me . 
I .:as afr E>id of that when I was talking to you, because 
of ...... 

Nell, why should I call them down? It's up to the 
Secretary of Wa r . 

The Presiaent wants you to tell tbem. 

Wha t should .1. 

.Vants you t o dress them down . That• s what he said . 

I can do it . 

And so r•ve ordered them t o report to you on the 
telephone making a • ••• 

.bll right. 
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H . ~J.Jr : 

J: 

H. ~ .Jr: 

J: 

H. 'i. Jr: 

J: 

H . ..I . Jr : 

J: 

H. :I .Jr: 

J : 

a . At .Jr: 

J: 

d .' .. . Jr: 
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.• • an appointment t o come down . 

I'll- I ' ll t ake care of it. 

All right, sir . 

I got right t o the President. 

Yes, you cert ainly did . He called me personall.y . 

All right . 

hll right, sir, I think you'll get some action over 
here on t hose ••••• 

Let ' s see, that' s Rossbottom und what 's the other? 

Newton. 

And Newton. 

Vict or Newton and Rossbottom . 

O.K. 

xl l right, sir . Good-bye . 

Tlwnk you. 

• 
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The Secretary had as luncheon guests today ltr. Eccles, 

Mr. Davie, Mr. Taylor and wr. Upham. 

Mr. Eccles stated that t he Open Market Committee ia 

coming for a meeting this week-end and that prior thereto 

he would like to go to the \1bite House and ask the Presi­

dent about letting the Federal Reserve portfolio of Govern­

mente decline . Mr. Eccles thinks it would be a mistake for 

them to lot the portfolio decline at this time and Mr. 

~orgenthau agreed. Later, Mr. Eccles modi£ied that posi­

tion by stating t hat they can't let their portfolio decline 

unleee they find that to maintain it will require paying 

a premium on securities acquired. 

Mr. Korgonthau agreed with him that if the Open Market 

Committee found it necessary to pay a premium for bills and 

notes, it might give t hem an excuse for letting the total 

decline. Yr. Eccles soid that so far they have been re­

placing their maturities but on almost a no-yield basis. 

They have sold more than $100 million 1n bonds the last few 

weeks. 

Sl 
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Mr. Eccles said that he is disturbed by the necessity 

of making all of their purchases t hrough five New York 

dealers who profit magnificently thereby. He said that if 

there ie to be banking legisl~tion this year, he may want 

to ask Congress to permit the Federal Reserve to have 

direc t dealings with and buy securities directly from the 

Treasury. He said that the New York dealers are building 

up their portfolios a t this time when, as a matter of fact, 

they profess to find it difficult to fill the orders that 

they receive . He said they always buy when the market is 

going up and aell when it is going down, thus emphasi.zing 

the movement in both direct ions . They do not cooperate 

with the Government in the regulation of the market for 

stability . Mr. Morgenthau and Mr. Taylor ventured the 

opinion that the dealers were only engaged in operating 

their bus iness as a business and for profit. Mr. Taylor 

pointed out that the Federal Reserve had made about $5 

million of profit this year on their portfolio and sugge sted 

that t his was a good deal more than the dealers had made 

probably . Mr. Eccles said that he found it very nice to 

have a profit on their portfolio but , after all, that waa 

not their motive in managing the open market fUnd . Mr. 

Taylor pointed out that the dealers have suffered losses 

a lao. 
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Mr. Morgenthau told Mr. Eoolea and Mr. Davi a the 

story or the market operations or the Pan.- Railway 

• 63 

last Friday, wbiob they had not beard. He explained that 

t he Panama Railway, a wholly Government- owned corporation 

in the Vlar Department, had , without consultation with any­

one in the Treasury, offered in the moat unbusineaal1ke 

way possible some $11 million of Government seeuritiea to 

the market . They telephona:J. rive deal era asking for bids 

and the resulting market activity wae on the basis ot an 

offering or $55 million instead of $11 million . They 

fina lly disposed ot the bonds and "took the bloom" ott 

the mar ket . Fortunately, on this particular day the 

market could stand and indeed needed some knocking ott, 

but 1t t he action had been taken on almost any other day, 

it would have been disastrous to the Government market . 

Mr. Eccles spoke of tbe . acti on ot the Treasury 1n 

lett i ng $50 million of bill s run off laet week and agreed 

that things bad run &'long pretty smoothly and the Govern­

ment bond market had not gotten out of control and t hat t he 

problem wae not so desperate by reaeon ot the f i rst 

week 's activity but would become 1noreaa1ngl.y so aa the 

weeks went on . He said that he did not reall y oppoae the 
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Treasury proposal to let $50 million run off weekly but had 

just seen t ho problem ahead and bad wanted to bring it into 

the open. He said the New York bank felt much more keenly 

than he did. 

The secretary su.ggested the possibility of issuing on 

May 15th a $200 to ~300 milliop block ~f throe or five-year 

f!FC ~s·. 14r. Eccles and Mr. Davia both thought that 

looked good at first bluah and would help their position 

and offset t he $50 million weekly bill run- orr. They thought 

it might be done without attracting too much. public attention 

to that feature of it also. 

Mr. Morgenthau said that he had told the President this 

week that business indices do not look so good and he sees 

nothing in the immediate futu re to help the situation. Wr. 

Eccles said that inflation is not catching on and that it 

will no t . The spending is not proceeding speedily enough. 

He s tated t hat what brought him to approve the spending 

program was the faot that he saw the President was not going 

to do anything about wages and fixed costa . To remedy tbe 

d i screpancies and lack of balance of farm prices, the pur­

chasing power of the farmer, and unorganized labor, he thought 

1t was necessary •to put something in at tbe bottom. • He 

had urged WPA belp be made available to the railroade and 

64 

Regraded Uclassified



. .. j 

- 5 -

to house builders . That would put people to work faster 

and bring expenditures more quickly. He also urged that 

:.PA abandon the means test and take on a greater nUIIIber 

of clients . 

Mr. l!orgenthau said that he had urged the President 

to revive t he CI'IA under Hopkins rather than renew the PWA 

under Ickes . He said that they can start faster and can 

atop any time. The President ' s reply waa tbat he would 

not go back to raking leaves . 

J.lr , Eccles said that when he and Mr. lllorgenthau see 

the President, he would like to take up t h is subject aa 

well as the Federal Reserve portfolio . Mr. Morgenthau 

said that he would be very glad to have Mr. Eccles and 

the President discuss it but that be wouldn ' t do anything 

but listen. He said he had done all that any human being 

or friend could do in the three days before t he President 

sent h is message to Congress . Mr. Eccles said that he had 

favored the t hird barrel when all other proposals had failed . 

Mr. lllorgenthau asked Kr. Davia wb1 be thought the prioea 

of commodities continued downward even after the President 1 a 

announcement . Mr. Davia replied that be did not think the 

situati on in commodities could be cured by monet ary meane . 

65 
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He pointed out that as he had said before when the $300 

million was deeterilized, he did not expect very much from 

that action. It might hold t he line until the psychological 

effect could be translated into real catching on of infla­

tion. He predicted that if things continued as t hey are 

now, we would have 60¢ wheat in the fall . Mr . Morgenthau 

referred to visits he had had with a dean of an agricultural 

college who has travelled up and down the Atlanti c coast 

and who finds among the farmers a good deal of criticism 

1n t he AAA . Mr. Davis said that 1s partly the fault of 

Congress because of amendments they insisted on putting in . 

Mr. Eccles supplemented Mr. Davis' statement by pointing out 

t hat it is important to recognize t ha t manipulation of mone­

tary f actors is not enough, and t hat h e has taken that posi­

t i on probably for a year and more . 

Mr . Yorgenthau spoke skeptically of the Ickes' testimony 

on the Hill this morning that he is now ready to go ahead 

with 2900 PWA projects . Mr. Morgenthau compared them to 

two-year old orders on the books of a business man. Be sa id 

tb.at there will be no spending on the public worka until fall 

and that people now recognize it . 
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Ur. Davia and Mr. Ecclea agreed that the market ~or 

Governments has been well taken care of and any appre­

hensions they might have had with respec t to t he retire­

ment of $50 million o~ billa weekly have disappeared. 

Mr. Eccles said that the Open Market Committee expects 

him to sound out the President on their port~olio before 

the meeting on Friday . Be and Mr. Korgenthau went to the 

Secretary 's o~ice at the conclusion o~ the luncheon to 

telephone ur. Ucintyre tor an appointment with the 

President. 

• 
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H¥ Jr spoke to the President over the phone and 
said 1The Panama Railwe.y Company sold the bonds and t he 
man in llew York ie Fi sher Newt on , Treasurer , and I called 
up Louis Johnson, who is Acting Secretary of War, and he 
said he would be delight6d to ha~e them down and ask t hem. 
So if you would tell them to do i t. He thought he woul d 
like to have word from the President . And i t was even 
worse -- they offered it to five brokers so 1t looked ae 
though they were selling $55,000 ,000 and i t went all over 
t he country and in New York i t 1 s gotten out and they are 
giving t he Government the horse-laugh. " The President 
aaked who Newton was and the Secretary said , •He is Treas­
urer of the Panama Railwe.y Company with office in New 
York. The President said "I have never heard of him. 
I will find out about him.' The President's next coo­
ment was "I am glad it was the Army and not the Navy. • 

• 

- - · '* 
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:nlOll; .t.aerlO&D lllbaeay, Parh, :rraaoe 

DAU:: .t.prll ae, 19M, DOO& 

.o., 1&3 J'RCII OOOIIJU.I • RUlli . 

'fhh JBOrniq at lla1f-past elenD I called a1i the 

• by the J'rcoll Treaaury to the o011trol that by Deem the rate 

abould be brought Dear 160. !0. .t.t the iiae I Ubi~~ oalle4 --
at the Balik, half-past eleyc, the rate bad been IIOYed 

to 160.60, 1'75,000 polllldB haY1JI« been taken by the arll:et. 

the control l ost 335,000,000 francs through the 

operations of the stabilization fund yesterday when U 

br ought the trano froa arowad 186 to 1eo.so. Jlost of this 

aaount was apent after r•ob1ng a leysl of 181. l'roa 

statistics it -• apparent t~ t the arii:Bi bad been a ooa­

paratiYely narrow one and that last week fira opposition 

by the control could probably b&..-e stopped. the ap80Ul.ai1Ye 

drop in the frano witholdo 1i haY1JI« ooat too aucb. 

Dala41er's wri1iien deolaraticm aeniioned ay 869, 

April 35, 8 p .a. as giYen out after the Oabinet •still& 

at 110011 -• followed by oaly a br1af oo-.tque after the 

aeetiq of the Oouno11. of lliaietere 1a the ey8111JII to ills 

effeot that the latter 11&4, after u:pl.&D&Uons by Dal.a41er, 

un&Diaouoly ratified the plan for eoonoaio and f1D&noi&l 
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reoonry which lla4 be• e:a:aa1Ae4 cluriq •u foraooa '111 

the Oabae• . n lla4 bee anUo1pa•e4 1a e- o1rolee u4 

oeratn 30\LI'Ul.e na• a 110re 4e~1111h elaMD&Uoa of •~~;e 

progru woul4 be •4e on •hte oooalioa or ep~ •hi• 

aorDing. So far no•htng elaa haa bee oo-1oate4. 

J:HD SIOTIOJ 00. 

&l:LII 

~l I :Jl 

...... ,, 
'" 

WIL801. 
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PAR.APIIRASZ Or BZO'!IOI TWO, 10, 8!53 OF APRIL 38 

1938 FROK P.&JtiS, 

Teeter4ay1 e reoarery on the aarket ie attributed to 

D&ladier'e eta1ieaent 1n part of the preae; how81'er, the 

general opinion ie that thie in iteelf wae too iDdefinite 

to be of auch help except t o give ec11e aesuranoe that there 

was no dieeeneicn in the Cabinet and that the etabilisa­

tion fund ha• been reaponeible for the real imprar•ent 

in the franc. fr011 obeervation of the aartet thh aorning, 

operators se• to have been convinced by the aov•ent of 

the French franc in recent daye that at a quo•ation of 

aro11nd 160.!50 eterling is a good ~. 

Koet confidentially I have been given to underotand 

tbat the decieion to push bact the franc energetically 

yesterday wae entirely the lliniehr of Finance' s, xar­

chandeau. It appears that no Governaent official wante 

to advocate depreciation of the franc to 175 to the pOIIDd 

oince they obtained very specific inforaation about cer­

tain bankere spreading the report that there would be 

such depreciation; the Governaent offioiale do not want 

the risk of appearing as defending euoh be.nkera. 

D1l KJ:8BAGI. 

WILSCif, 

• 
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April 26, 1938 

3 p . m. 

Ambasoador Bullitt was here. Wanted me to explain 
~hat our attitude was towards the French franc . He t ried 

his best to get me to take the position that Paul Reynaud 
does: that the franc should be permitted to float, seek 
its own level, and that Paul Reynaud believes that if that 
happens that, after 1t seeks its own level, capital will 

return to France . 

I said, ' I am very sorry; that neither the Treas­
ury, the Federal Reserve Bank of New York or the State 
Department agreed with that theory and toe believe that the 

beet thing for France and for the United States would be 
to have them put en the same kind or rules and regulat i ons 
that we have, which would stop the flight or capital from 
France; that if they followed the theory of Paul Reynaud 
and allow the franc to float, he asked ~e what I would do 

and I enid I believed I would have to tell the French 
that they had broken the agreement or the Tripartite and 
that the English would take the same position. He said, 
\Yell, do you wll!lt the French to continue to lose gold? I 
said, No· it's bad for them and it 1 e bad for us, but I 
Just can1t understand why the French don ' t put on rules 
which would stop the flight or capital. 

It was quite evident that Bullitt was impressed 
with t he so- called Reynaud t heory or letting the franc 
seek its own level. He said, Suppose it doss go to 200 

francs to t he pound- s terl.ing. I so.id, Well , we Just 
can't sit here and permit it. And he said, Why? and I 
said, What the Tripartite has done , it has stopped countries 
from using competitive devaluation as a weapon with which 
to get trade. I sai d , The Italians got away with bomb-
i ng civilian populations in Ethiopa and they set the style. 
They are bombing, now, civilian populations in Spain and 

China. I! we permit France to ge t away with permitting 
her franc to continue doYn to nothing, it will set a style 
and other countries will follow suit and wa Just cannot 
permit that. 

Bullitt sa id he was convinced and that he had got 

the information that he wanted. 

He then said, Tell me about Bonnet's speculati ng 
in the franc . I said, All I know is that the Indo-Chi n 

keeps an account with a bank in New York and this bank 
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informs us that they were alwaye right in their operation 
in the franc and thie only toolt place while Bonnet ••• 
Minister of Finance , eo the natural inference 1e that 
Bonnet was intereeted in thie aocountf although we oan't 
prove it. He ea1d, That1 e all that want because, he 
aa1d, sometime when Bonnet is riding on hie high horse, 
8ull1tt said, 1 I oan hint that I know about t h 1e and it 
will be useful to me tor trading purposee.• So I aa1d, 
It you want to use hi gh-class blackmail, it's up to you. 
He said/ 'I have used it before and it1 e proved to be very 
useful. 

· oOo- oOo 
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JUIDIEHCJ:, •• Y, P, O, (UW) 

TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

.t.prU 26, 151118 

M:IXOJWUIUII: 

fo: Seoretar.r ot the freaaurr 

J'ro•: D1reotor ot Prooureaent 
st -- • . ' 

Reterenoe 18 •de t o :rour telephone call regarding 
the atone to be ueed tor tao1ng the propoeed new Poet 
Ott1oe bulld1.ng at Rhinebeck. 

&. preT1ouel:r arranged, atone tro• the old I1p­
Beekaan Houee 11 t o be ueed tor the Po•t Ott1oe 10 tar 
•• the oond1t1on ot that old atone would pel'll1t. J'or 
the rella1nder ot the tao1ng ot the bu1ld1ng 1t 11 propo18d 
to get stone troa the Tar1oue tenoe walls, etc,, that 
exht 1n great quant1t1u all over Dutoha .. Count:y, 

No new •tone whateTer 11 to be u•ed tor tao1ng on 
the new llh1.nebeok Po•t Ottioe. 

-il:F 
1~ 13 
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80 

E CORRESPONDENCE 

COinalluLm• 

DAn Mri1 IT, 11& 

SUILJa cn IW,WB(WI M!QBiftfOI I'J!B 

I. W •• d ... "U Of "t'CI 

llr. Kaoko oall.ecl llr. Cartpel. u DOOD todq to adYile 

b1.a t hat trenca were atead;J here at U'OliBd Ill Dd the ••J"tr-' 

~ol')' quln. I'Ut~Jr••• howwer, •••ed to be under preuure. Be 

had h eard of one 110-dq tr••aoUon I0111C throu1h th11 •mliiC 

at e pollltl dilcount tor the equtn1Mt of ._ per aama. tO-dq 

trenoa were quoted 10 poillto dlaoount tor t he equl~alct ot about 

11" per--· 

Cartpal reported that he had had a bad dq end 1on 

about aa,ooo,ooo ill e&ohen•• todq afttr 1oa11lc 11,1!00,000 7'0dOI'­

dq. Ullder proaallt oon41 Uona no teob!Uque would be of na11J all 

he could 4o waa t o nend up or retreat. Be clld not look tor 8117-

thllll to happall one w.,. or the other Wlt1l after t ho London OOIIt-ee, 

end tho prouaecl door••• b .. • to -o out oarl7 ill • .,. 

0 1111JU 
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SecrEtary of State, 

Wa shington. 

345, April 271 6 p . m. 

~ 81 

PLAIN 

London 

DatEd April 'if" , 1938 

REc ' d 2:31 p . m. 

FOR TREASURY PROY B1lTTEr.'.10:lTH. 

The incrE~~e i n the British iLcome tax to 4 shillings 
c 

6 pencE in thE ;;>ound came ashain.fl..l surprisE to thE 01~ 

which bad ExpEc ·.:;ed the income tax " t l east to r£Diain un­

changEd. Despite declines in ovtr the counter tradinga 

last EVEni%13 and at thE opEni%13 this morning security 

markets have not bEEn unduly weak. In fact towards thE 

olosE n g~nEral risE occurred and prices EndEd thE day a t 

about pre- budget levEls. ThEre is being maniftst Else­

whErE a c~rac:tEristic accEptance of thE n£cEsltit1Es of 

t he si tua~ion. Thi a fEEling is aocura tv.l y protrayed in 

thE openi%13 paragraph of thE editorial in thE NEWS-cHRONl.C~ 

"A school boy was oncE asked what hE thought of his hEad­

master. H~ replied that h£ .as t a beast, but a just beast• . 

That will exactly exprEso thE fceli~s of tht British 

public about Sir John Simon' s budget. " ThE ti tlta of the 

editorials tell their to.le r "Po.oing th£ coat• " l'Uying 

while 
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2- No. 345, April 27, from London , 

WhilE WE O!Ul" Et cEtErc . EvEn t hE Socialist DAILY HERALD 

states ~~n facE of Enormoua prEssurE to put all thE dEficit 

upon t~ shouldErs of thE futurE Sir John Simon has hOWEVEr 

had thE couragE to call at lEast a partial halt . HE has 

deoidrd thnt sincE nintty million pounds of the dEficit 

i ncurred as a direct consEquEncE of armamEnt ExpEnditurE 

has bern financ ed out of l oan and sine£ future aupplCIIEn­

t o.ry ohart;es ar£ to b£ financed in thE sam£ Vlay th£ bi_I1Elnc£ 

of thirty mill".. )n pounds shall bE 1:-:;; out of taxation. 

That is a nis£ J.tcision. " 

ThE l1l\NOH:.~TER GUARm AN: 11 th£ t'lnnnoi al pictur£ thE 

Chancellor prESEnts is n dEsperatE one and calls for 

dESperate r £m£d1Es . 'il£ cannot have rco.rmn:mEnt w1 thcut 

ttars and with thE prosptot of t vm worsE years to comE 

worse both .in thE seal£ of EXpEnditurE and in thE capacity 

to pay tax£s - - th£ Chancellor was wis£ not to resort to 

aubErfugr t~ rabbits from thE TrEasury ' s hat. WE may nEEd 

thosE latE:- . :'irult should givE ua pausE is not the prrs£nt 

measures but t h £ outlook nhEcd n nd whEre the eVEr-mounting 

EXpEnditure will lrad whEn thr onpacity to pay chEtrfully 

has gonE from US o n 

Th£ TillES r 1'J;h1s will not bE a popular s olution but 

it IIIOJ' nt any r atE olQim th£ virtu£ of couragE. If it 

trrs 
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3- No. 345, April 27, from London. 

Errs it Err s on thE aide of oandor. It CErtainly doEs morr 

than would bE achievEd by a mort extEnsivE recourse to 

borr~iDG to make tb£ country rul1z£ tb£ trutha of rciU'IIIIl­

mEnt . Tl'.E cost of it is not greater than thE country oan 

bear and it will bE born without flinching •o long as the 

nEcessity ~crsists . Sir John Simon baa betn influencEd 

by thE d~airc to keep as largE a proportion as posei blc 

ot his borrcming powEr in reservE to mEEt tb£ still higher 

dEmanc'.:J ot next year and the year aftEr whtn thE EXpEnditure 

on dEfence is expectEd to reach its peak. " 

KENNEDY 

CSB : 
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St:orEtary of State , 

Vla shington. 

661, April 27, 6 p . m. 

r.CI~ COCHRAN. 

GRAY 

Paria 

Da ted April 2? 1 .1938 

Rto ' d 2 :35 p 0m. 

Franc was first trad Ed today at 1600 200 Losing !air 

amount at t his rate control lEt 1t elidE to 161 and thEn 

int Ervcned to bring it back to 160. 15. Forward franc 

weakened to disco~t of 3 l/8 for one mont h sterling a~ 

5 for t hrEE mont hs. Swiss still buying sterling a~ sElling 

FrEnch francs . Paris 1111rk£t atmosphErE is not good~ 

Opcx:ators fEEl that control is purposEly kEEping fr!n~ 

stt:ndy !)End~ visit of Daladil:r and Bonnet in London Wh£rt 

it i e EXpEctEd thEy w1.11 apl o.in d ifficulty of holding 

fra nc in vi£\'1 of hEavy armow:nt ooets and will sEEk aid 

therefor£ . 

Loo~l prEss rEpEats wi t.'lout comment storiEs from 

London n£Wspapcrs to thE Effect that French move in 

strEngthening thE franc rEsult td from rcprESEII.Utlaaa 

mndc t o Fre:noh by Br itish nuthoritiu oo. thE ground tbl~ 

last WEEk ' s declinE in the friUlO contravtntd tht tr1Jl~U:-

t1t£ 
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2• No. 6(;1 1 April 'Z1 1 trc:m Parh . 

titr· nsrrtmtnt . Financial nEwa oritiot ata British tor 

d1oto t1n:; advicE on thE t'rono ro.t£ unlEss thEy art ablE 

thr01.13h o. lo::m to hElp Franc£ mo.into.in thE prEsEnt lEvEl. 

Loool ob~crvErs look tor h£ovy pressurE on thE t'ro.no it 

nEg ot1nta.oo rEturn Empty bandEd tinanoiolly tram London. 

SEntimEnt ptrtur~turt~ by rEqUEst ot GovErnmEnt -. 
Employees tor mort pc.y be:cnusc .ot 1norco.scd coat ot 

living which .=Y lEnd to r EnEWEd labor unrest or he:o.v1Er 

burdEn on thE TrEasury. 

( Eli'D SEC'l'I ON ONE) • 

WI LSON 

CSB: 

• !' 

,. . . as 
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PAJIAPBUSJ: OJ' SEOTIOII TWO OJ' TELIQIWt J:O, 861 
OJ' APRIL 3'f, 1938, JROM P.ut!S. 

At half-past fiYS I called at the Bank of J'ranoe; 

the Frenoh control by that tiae bad yielded in foreign 

exchange 320,000,000 trance. On Tuesday a total of 

255,000,000 trance was spent in defense of the franc. 

My Bank oontaot bad told the Bank's Governor that there 

was no technical aeaeure which could be used by the 

atabilhation fund in the present oiro1111stancos11o over­

co•• the franc's present weakness. In the last oonversa-

tion which J'011rnier bad with Daladier before he left 

tor London this afternoon he passed on tbis inforaat1on. 

The Prbe llinilrter asked what would be reco11111ended by 

Fournier, and the latter actY1sed that the budget be 

balanced. Daladier told Fournier that he personally 

was in !&Yor of increasing the country's production 

rather than haYs the taxes increased. Fournier 81Bpbaaized 

the possibility o! raising the 30 or 30 billion franca 

required by tba Treasury this year through industrial 

eXpansion. 

OS 

Oonetant reoo-endationa baYe been ade by Dala4ier' a 

actYiaers against his endeaYoring to get financial assistance 

in London on this Yiait. Howner it is not yet certain 

whether Daladier 'Ifill take tbia actYioa. !hoae wllo teal 
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·-·-
nat u •W Jlld 'M peoal'alo ._ P' tuuolal aU ,.._ 

~- Brlthla at ta.ta u .. uo -1Me4 nat lt ta.o rraa 

~--• u..u o ,. ~ .u. .oro lJaitS&Uft _, 

ooll.tltaM 1a•lrt.a Ullltr la reoUtytq no altllatl•, 

~ho Brlthh w01114 ·bo qa.iek to (lYO tho J'r•all CloY--at 

DIIDII&U. 

wn.ac. • 

• 
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PAJW'BR.ABI Or 'f.ILDWI RIOIInD 

J'ROK: .lller1o•n .. baaay, London, England 

IUIJ Apr1l 'ifl, 1938, 6 p.a. 

JI0.1 . M6 

FROM BU'fT IRWOR"fH. 

FOR TREASURY, 

In •ooordanoe wi~h inatruo~ion, I p•aaed on • . d1ocree~ 

version of ~he pertinent parts of ~elegrams Jlo. 6~ and 

653 of April 28 from Ooohran ~o Waley. The la~~er said 

he appreoia~ed being inforaed. Waley expressed ~he hope 

that the visit of the French Priae Minister and the 

French Foreign Secretary would be primarily a d1ploaa~1o 

occasion and not a financial one. He said that the Ohan­

oellor of the Exchequer would not participate actively in 

the disoueaione since he was still engaged wi~h the debate 

on ~he budge~. Financial quesUone will be dieoueeed, 

of oourae. It was hardly eppropriate ~o haYe Bonnet 

~o carry on an)' euch oonveraa~iona, ae these would haYB to 

be primarily between ~he two Priae Kinia,era. While 

Waley ooqld not eay definitely, it was cer~a1nly likely 

that they would be connected wi th other aattere. I t would 

probably be • a horae d•l' ae a •tter of tao~. Wal.,. 

told ae ~hat for biB part he was Juat ae glad. thd the 

responsible nego~ia~or would not be Siaon beoauee he had 
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a sr•t 4eal •re ooatldaoe 1a the ab111t7 of m..lle­
la1a to. IIN'ae 'rue nth D!!.ladJ.er or M70Be el M tMil 

be 414 1a 1:1-. 
fte Jraob ooa,rol haa gbu 4eo14e4 auppo:rt to •e 

truo t~ aa4 tept tlt.e rate betw- 160 aa4 leA. It 

loet a ooaa14eralll,_e uoat of eterl1ag. J'urth-re, the 

futur .. aoYM out, oae -til betac b14 at S S/8, three 

a oatha at 5 1/a. Til .. 4eau4 f or ooiJl alao uor•a ... 

UIIDI • 

• 
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GROUP IAEETING April 27, 1938. 
9:30 A. U. 

Present: 

R.!i.Jr: 

)(r. Kagill 
Kr . Oliphant 
Kr . Gaston 
Kr . White 
llr. Haas 
Kr . Gibbons 
Ur . Lochhead 
llr. Bell 
Kr . Upham 
llr . McReynolds 
llrs. Klotz 

Kac, what about the Panama Pacific Railway thing? 

McReynolds: I t 's a cor poration, totally Government owned. 

R.M.Jr: A little louder. 

14cReynolds: It ' s a corporation, totally Government owned -
stock all held by t he Secretary of War. He 
a ppoints the Directors to operate it - officers 
and directors . He, ah - then one share - qualify­
ing share is held by each director by assignment 
when they are appointed, and they operate not 
only the r a ilroad al:)d t he steamship compaey, but 
various concessions on the Canal Zone. But it 
is just an operating cor por ation for the business 
of t he Panama Canal. 

H.M. Jr: How much money do we supply them with? 

McReynolds: We only supply them with money on subscription to 
stock. or course, they take in- through their 
operations, r evenue they take in they spend and 
turn over profits to the Panama Canal. 

H.M. Jr : Are there any profi ts? 

UcReynolds : Sometimes there have be~n. 

B.!.I.Jr: Supposing there is a deficit? 

McReynolds: The Government would subscribe to more st ock. 

R. ll.Jr: How much have they subscribed to? 

• 

90 

Regraded Uclassified



- 2 - ' 91 

McReynolds : I'm getting an estimate upstairs . Danny ' s place 
upstkirs is making up a statement. 

B.M.Jr: (Over telephone:) Secretary of War Woodring. 
No one else Will do, please . 

All right, Mac, what else? 

McReynolds : I have nothing but just this list of - revised 
list of buildings that gave me last night -
said he had assigned everything, - signed by the 
Assistant Postmaster . It ' s up to date. It ' s the 
up-to-date list prepared by the Post Office and 
Procurement. 

Who's Ramsey Black? I never heard of him. 

UcReynolds: I never heard of him either. 

Gaston: 

H.M.Jr: 

Upham: 

H.U.Jr: 

Oliphant: 

R.M.Jr: 

Oliphant: 

H.M.Jr: 

Oliphant: 

B. l.l.Jr: 

Ramsey Black? Be' s Third Assistant Postmaster, 
succeeding the man that died. 

(Nods to Mr . Upham.) 

You asked me to bring in this memo from Herman 
this morning on the U. s. B. A. 

(To Mr. Oliphant: ) Now what's the purpose of 
sending me a memorandum like t hat? What am I going 
to do with it? What am I going to do ...-ith a thing 
like that? 

(Reads memo - remark inaudible.) 
• 

Yeah, but sometimes the information is very 
embarrassing. I mean, you give it to me - what 
am I going to do with it? 

Well , I thought you were raising a question on it. 

I didn't r aise a question. The President of the 
United States writes the Comptroller that he should 
do this, and you write me and I don't - af ter 
reading it tWice, I don' t get - are you saying 
that ••••• 

The ruling is sound . 

Yeah. 
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Oliphant: The ruling is sound. 

H.!L.Jr: But I mean - you've never given me an opinion 
before on a~ action taken - on the action of 
the Comptroller ot the Currency. It's out of the 
ordi~. I was just wondering why. 

Oliphant: I thought you had raised a question. But it was 
mentioned here in the staff meeting - a question 
was raised about it. 

Upham: I think the other morning you did refer to having 
seen something about it in the paper. 

Olipha.nt: ADi asked about it. 

H.U.Jr : (Telephone conversation with Secretary of War 
Woodring at 9:34 A. K. is attached hereto. ) 
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l! . l. Jr: 

n . • . Jr : 

• Jr. rry 
ool)l)ur ing : 

H . .I. Jr: 

ri • ..i . Jr : 

ti • . Jr : 

... .. . 
ii . ~ . Jr: 

... 
il .. Jr- ; 

" · .. . 
H .. I. Jr: 

. . 
ti • ..!. Jr: 

.. : 
H • ..t .Jr: 

Hello . 

Secretary .looCli'ing . 

Bello • 

Hello . 

Harry? 

Yes . 

Btr~y ~orgenthau . 

Yes . 

Apr il 27 1 19)8 . 
9 : 34 a . m. 

9.'3 

Berry , I <:.on• t .cnow <tne ther t.ou1e Johnson had t. chance 
t o t.;ll you Ebout my conve r sa tion with him and the 
Pres i dent yes teraay • 

No , I Jus t got in this tnornlng . 

:;e ll, l - l wunted to t ake a minute to tell you . 

Yes • 

On Friu~y the Panaca rlailway d umpeo on the market 
11 oilli on dollars worth of Gove rnment securities . 

Yes • 

hnd completely d isturbed the Government market , and 
knocked it down, d ue to the llSinine way in which they 
ha ndled it . They offereel 1t t o five brokers, e nd each 
broker thought be hbd a n o rder f or li million dollars. 

Ah-hu • 

I f ind tha t you're tne sole stockholder . 

Yes • 

I nsked f or you yesterday; y ou weren ' t there . I spoke 
t o Johnson and Johnson sa id tha t he couldn' t do a nyth ing 
a bou t it wltbout the Pr esident, so I called the President 
and the President callea Johnson a nCI told t1im th11 t he 
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J,Jer ut or : 

H . .. . Jr : 

Jperu t or : 

H •. J. Jr : 

,', : 

n. ! . Jr : 

H. 'l. Jr : 

ii. &. Jr : 

.': : 

H. :J . Jr: 

" . 

" : 

H. II.Jr: 

• 

- 2-

wanted Rossbottom, the Vice President , who 
this tnlng , t o come down and see me . He ' s 
be here ut lJ : JJ this mo r ning . Bello 
bello. 

Operator. 

de 11ere cut off . 

Oh, I ' ll get him right buck . 

Hello . 

Bello . 

Je wer~ cut ott . 

Yes . Yes . 

handled 
going t o 
hello 

94 

·:;ell now, I wus si mply bringing 1t t o t he at t ent l on 
of t he Ac ting Secre t ary of :lar , nnd I don ' t particularly 
enjoy c~l linH down one of your subordinat es . 

Yes . 

But thl s ""s the or der s of the Pr11s i aent, and I wanted 
to l et you .cno.., tha t this mtn is going t o be her e a t 
lJ : JJ, uno if you cared to send a representa t i ve here 
&t this time I ' d be very much pleased to have you do 
so . 

Rossbottom is coming t o your office n t l O: JO? 

At l J : JO this mor ning . 

No, I think tha t ' s al l r i ght . 

But I• a be glad - I' d be more than pleased t o have you 
have 11 repres &ntetive here . 

No . No, I think that 1 s all right . 

IIhz;. t? 

I t hink that ' s all r i ght . 

Yes . 
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H. :.! . Jr : 

" : 

H . • t.Jr : 

' ' I • ,, . 

H. I . Jr : 

.. : 

H •• l . J r : 

,, : 

!1 •• J r: 

II : 

R ••• • J r : 

.. . .. . 

H. :.l. J r: 

95 
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Well , .vha t you want t o do is to f ind out, don ' t you, 
Lbout wha t - how i t was nendled . 

I w~o<nt t o knoN why - nor. it was handl ed, and why be 
nandled i t 1n thet most unusual •• • 

Yes . 

... manner . 

Nov1 , all I know about it - I got 11 r epor t from them , 

Ye s . 

Tnpt is, we have 11 committe~ - 11 Finance Committee . 

Yes . 

At t ne hst direct or s • mee t ing there :-:as no t hing said 
ubout s~lling Gover nment bonds . 

Yes . 

And I hud no knowl edge of it; only I got a r eport a fter 
i t was done , saying t ha t the Finance Committ ee had votei 
to s ell tnese bonds . ::e huve t.o pay for t hese t hree 
snips 

Yes • 

• , . in tne c ourse of, perht<p!> - .1ell1 we nave a payment 
ilUe 0 011 t>no - about f our hundt•ed and fifty thousar d, end 
tnen & couple of weeks or a week l r t er we have t he seme 
amount c ll now tnrough up until Augus t . 

Yes . 

Ana t nls report that came t o me said t ha t t he Finance 
Committee nau decided tnat tney had bet ter sell t hose 
bonds now because of the high pr ofit in it, of course . 
Now, I didn ' t know i n which way - in any WilY that they 
b&a offerea them, only t hat tney t old me tha t they had 
offer ed t.bem to one br oker r ll ther than - I got the 
i mpr ession - ra t her t han putt i ng them on the ma r ke t . 

ko, they t111ndled t hem in - in - accor ding to our fiscal 
agents , the Federal Reserve of New York - that t hey don't 
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.:now when any t hing has be~n nundled in as stupi d 
r. •qsy or in a 'R&y tha t di sturbed the ma rket r.s much 
r.s tney d i d 1t. 

l1mm;n I 

ss 

Five different brokers had an order, were usked to 
biu on 11 million doll ars worth of bonds, and t hey 
.oired ull over the country for bids , so it l ooked •. • 

Yea . 

• • • b !l t h~U.:h they \'te re selling 55 millt :m. 
~- -::..· ~ Yes, I se11 . ',t;ell now .... 

Ano it - Ln~ - Lnd it disturbed tne m£rket . It so 
h~ppen~u that t hat aay they could t &ke them, but t hey -
aos t any o ther day of this year they couldn ' t have . 

Yes . ••hut - wha t did it do to the marl(et? 

./ell, it jus t knoc::keu the top off and i t hasn ' t 
r ecovered yet . 

l.nd ••• 

No.:~, I kno .1 this, that tney had offer ed it to the 
Bethlehem Shipbuilding Company, tried to get them t o 
take t he bonds in exchange - instead of C~Jso, you know . 

Yes . 

Tri ed t o offer t hem t o t hem . But - but just what the 
s tory was on tha t I'm not certain. I think maybe they­
the Bethlehem sa i d that they would cccept the bonds a t 
price~ quoted on the exchange the day before, and I 
think t hese other people, Childs, took them, didn't 
they? - uo you know who it was t ook them? 

Chilus . 

Chilus - I th.ink Childs took them o t o higher price • 

But they offer ee them, I b elievtl , •••• 

• 
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Well , that • s the baa part, offering them to five 
aifferent brokers. I see the point. 

AS a metter o f f act, since the Russians offer ed a 
million pounds sterling the dey af t e r the tripartite, -
tb.i s 1.as the secona most stupid wey tJ ny money has been 
handled s ince the Russ i ans handled t hat thing about 
t hree yeFrs ago . 

Yes. Yo u .... 

But the bau pllrt about it is , the Street a ll kno11s 
tha t i t ' s a n agency o f the Government a nd :ve •re a ll 
getting the horse lau gh . 

Yes • 

Jus t g ives them somethl~ else t o r oll alon~ tnelr 
t .mgue .s . 

Yes . You 1 l l see Rossbo ttom ti t l J : JJ . 

I ' m s eeinll him, but I - I uian' t - I wa nt ed to give 
y ou ~> ch~ nee t o s ena your 01vn per son here . 

No, I tllilll!: tlut1 s <..11 right , bt:C£- USE •• •• 

I mea.n I thousht ••. 

... I didn 't have eny kno .. leage of lt before it was 
aone , ao I thiM that ' s toll r lght, just t o .... 

l'lell , the nvrmc.l way waa, I IVOuld ·hnve filed my 
complaint w.ith you a nd l et you handle it. 

That ' s - y es . 

But this is the President's or der , •.. 

Yes . 

• • • th&t he should cooe t o see me • 

Well , tho t' s a ll right. 

I wenteu t o make it - be sur e tht..t you understood • 

Yes . ~uite all right. 

Tnbnk yvu, Ha rry. 

Good-bye • 
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H.H.Jr: He didn ' t know about it. 

WcReynolds: He doesn ' t even mind. 

H.I4 .Jr: What? 

UcReynolds: I say, apparently he doesn't even mind . 

H.M.Jr: 

H.M.Jr : 

Oliphant : 

H.IJ. Jr: 

Oliphant: 

H. li .Jr : 

At least I•ve cleared myself . Herman, let me -
J!lllY I have that. 

(Mr . Oliphant hands H. ll . Jr . memo, which he 
reads for a minute. ) 

You see, Herman, you - you - in this thing, you 
are criticizing the Comptroller or the Currency -
and maybe you 1 re right. You say, "I understand 
that bonds of local. housing authorities are the 
only ones singled out for special treatment by the 
Comptroller of the Currency. " The natural question 
is WWby were they singled out?• The answer is, 
"Because the President or the United States 
directed that he do so.• 

"In all other cases the standards provided in t he 
Regulations of February 15, 1936, are applied by 
t he bank examiners to the securities i ncluded in 
the banks ' portfolios .• I n other words, this is 
being treated a special. way. The natural inference 
is, wey? 

That is f or your per sonal information, and I under­
stood you made the inqui.ry . 

No. You know nothing here is personal - I mean, 
it just can• t be . 

• •• part or the process of keeping you fully 
informed . 

"The ru.ling makes no mention of t he eligibility of 
the balance of the issue. As a matter of fact, 9~ 
of the i ssue ordinarily would be purchased by the 
USHA and offered eventuall y f or sale to the public . 
If these bonds are to enjoy the same market advantages 
as the 1~ of the issue i ncluded in the Comptroller ' s 
ruling, it would appea.r necessary for the Comptroller 
to broaden his ruling when such an offering is made . • 

.. 
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Well now, the point that I raise - what I got !rom 
this was that it this ruling could apply to ten 
it should also apply to the ninety. Is that your 
opinion? Huh? 

That' s as good a reason tor it, yes . 

99 

Now, on that, •New Deal Experts act to stimulate 
housing -remove ten per cent borrowing r estriction." 
Are you (Bell) familiar with it? 

I n a general wey only. 

V~t I 'm trying to get at is this : I n this room -
we're all here . I thi.nk tha t Straus .s very much 
in error when be got the President to write this 
l etter which he did . 

I didn' t ~ow about it. 

Cy, am I correct? 

Right. 

Now Straus got him to write this letter, and if the 
ten per cent is removed- and I want to get - at 
least, I ' m thinking about it - to get the Comptroller 
to reverse himself and withdraw the rule, and then 
it's up to him to decide, and should he rule that 
l ocalities can b~ a hundred per cent of the 
securities of the U. s. B. A. - or can they b~ 
nothing . 

Banks can buy i t . 

Banks . See what I ' m getting at? The thing that -
since I have this thing, should I say to the 
President , "Should I withdraw this letter?" Than 
t he Comptroller will say, "lo, I ~~ade that ruling." 

He thought, in addition to the President's request , 
tbat they were eligible tor purchase, but be d.idn' t 
do it just because tbe President requested it. He 
t hought they were all right . In addition to that . 

That may or may not, but I mean - Oliphant ma.kes 
an excel lent point, but it ' s embarrassi ng to me, 
knowing that the President wrote this l etter, and 
I think it' s a very stupid ruling. I mean, what 
you s ay ia, the banks can't buy on the ninety per 
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cent but they can bUT the last ten. 

Wel l , the 0 . s. B. A. only asks tor a ruling on 
the ten per cent. They didn' t ask •• • •• 

That ' s like you say a ma.n pleads gu11 ty - be is 
committed tor ten yeare, and asks to have it 
recommitted - he says, "I only want to have _, 
sentence recommitted tor one year." "It you 
didn' t do the crime, w~ do you ask to be let 
ott only tor the l ast year?" 

They did.n 1 t reel t he ninety per cent bond would 

l OO 

be marketable, and they asked the Comptroller to 
rule that this ten per cent would be marketable . 
The ten per cent bond seemed better than the ninety. 

We're in it now - I ' • going to ask, as long as we're 
in it, and I 1m going to keep Kr . Oliphant's 
memorandum because 1t this thing - 1I we have to 
advance a hundred per cent, see, then I ' m going 
to have you (Upham) informally tell the Acting 
Comptroller I want h1m to re-examine this whole 
question, and should he tell the.banks that they 
can buy a hundred per cent or the securities or 
not. See? 

(Nods "Yes . ") 

And keep both Kr. Oliphant and me informed because 
I - I think that ••• •• 

Like Foley to sit in? 

Yes . 

Foley's entirely familiar with the whole background 
on that because Foley and I spent hours with the 
adlllin1strator over there on this question or that 
t en per cent, and its relationship and its position 
with r espect to the ninety. 

You see 111 position, Bel'JII8Il? 

Well, I - - --

Go ahead and talk to me . 
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Oliphant: I don ' t know any other basis on which to operate 
except to keep you tully informed . I think the 
records being made up i n •the Treasury will never 
need to be apologi zed ror. 
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H.M.Jr: Quite true, but I think it you look up your records 
you'll find that this is aost likely the first 
time that you've written an opinion on a ruling 
of the Comptroller . 

Oliphant: But there's been no other occasion. 

B.!i.Jr: 

Oli!lhant: 

Yeah. There might be if we looked at them. Kight 
rind pl enty. 

Well , no other occasions on which you made 
inquiry . 

H.U.Jr: Well, I don ' t remember, but evidently I must have -
based on that. Evidently I did, but I have no 
recollection of it, because I just can't -
(to Mrs. Klotz) I wish you' d1 just to satisfY my 
curiosity, look through, will you, and see what 
I did or didn't say. It must he within the l ast 
ten days. 

Oli!lhant: First or second day after you got back. 

H. IJ.Jr: Huh? 

Oliphant: First or second day after you got back. 

H. !4.Jr: 

Upham: 

H.K.Jr: 

So, llell now - how are we going to leave it. You 
are going to look i .nto this bill. 

(Nods "Yes . •) 

And see where we ' re at. 

McReynolds: And find tbe legislative history on it . 

H.M. Jr: 

Upham: 

B.M.Jr: 

And I also would like a copy or the letter that 
the President wrote. And who' s going to tim out 
about this bill? 

I'd be glad to. 

Well, does Foley know about this bill? 

.. 
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I think he does. · 

Clear through you? 

No, it did not. I was a little surprised at that 
bill on a hundred per cent. I thought that the 
ten per cent they were talking about that the 
United States would advance that ten per cent and 
then allow the localities to reimburse it later 
on or at the end of the construction period. 

And in discuss ing it with Str aus I sai.d, "That ' s 
perfectly silly. " I said, "We 'll advance it; 
we'll never get it. back. wcy not give them the 
whole thing?" That..,.s an ~ssible plan, The 
way to do it is waive the ten- per-tent . "We 
won't turn the stuff over to the coilllllunity until 
we get the last ten per cent, and that is the 
way I v:ant it.• I said, "Well , that makes sense 
to you, but if you really want to get ' it, give 
them the whole thing . 

Now, while we're on bills, who knows the status of 
Ickes' bill - Public Works? 
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I only know that it' s - there's a draft in the hands 
of the Appropriati on Committee. They had a hearing 
Monday, I think, with Ickes and Woodrum. They told 
me it went off ver y welli and they thought they 
were going to get the bi l through w1 t hout aey 
earmarki.ng, but he advised me that there ns a 
provi.sion in that bill that would perm.it these 
loans without interest, and I expressed surprise 
and he said, "Oh, I 1m sure it 1s there.• 

Who's your informer? 

Cliff Woodrum, Chairman of the Committee. 

That was the discussion we had between - Ben Cohen 
etc., was in there - that it was no use - no 
point in its being in, and •• • • 

Now, did the President mention it in his message? 

Yes, 

Well, it r s harllles s, and nobody will take advantage 
of it. 
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Well , I think Woodrum would like to have it out 
of the b i ll. He says it ' s there now, and he's going 
to talk to the President about it. 

Well, you say it's harmless . I disagree with you, 
and I pointed out to Jimmy Roosevelt that it you're 
going to do business, wey not let' s go to Thomas 
Currency. 

It's a bad principle. 

That's the way it stands; nobody would use it, 
but it's open to the charge that you•re trying to 
abolish it. 

H.lJ.Jr: I think it ' s fraught with danger - I think it's 
full of danger . 

UcReynolds : There ' s a public statement from Woodrum about it 
in which he ment ioned the interest on loans and 
in which he said it is confined to forty years . 

H. /J.Jr: Will you find out. And the reason I didn't know 
about it - the particular reason I ' m bringing it 
up, it isn't the way the bill was expl ained to me 
last, t hat four fifty for grants and five fifty 
for loans. It's now the way it was before you and 
I argued rlth the President. It now stands, a 
billion loans and four fifty, grants. There's 
nothi.ng in there that the aggregate should not 
exceed a billion dollars . In other words, we 
didn' t get a thing . 

Bell: I didn't knoYI that. 

H. AI. Jr: The way I saw it somewhere - billion dollars for 
loans, t our fifty, grants, and not the way the 
President agreed with you and me, that the aggregate 
should not exceed a billion. 

Bell : Make a ny difference what form it went out, it 
should not exceed a billion. 

Oliphant: It didn ' t? 

Bell: He allocated it in his message . 

H.M.Jr: A billion for loans and four fifty for gr ants, and 
in the aggregate it should not exceed a billion, 
and I think that ' s the way it was in his message . 
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In the bill I don' t think it i s limited. to a billion. 
And 1£ the bill is that way, I thought Bell and I 
might write the President a note calling his 
attention to it. Today. 

Bell: All right. 

H. M. Jr: What? 

Bell: All right. 

Oliphant: So it ' s to be five fifty tor loans and t our 
fifty tor grants . 

R.LI. Jr: No, no. According to the understanding that 
Bell and I had , it would be a b1111on for loans 
and four fifty tor grants, but in the aggregate 
they could not do more than a billion dollars 
worth ot business . 

Bell: 

Gaston: 

In other words, if they made grants at four fifty 

It ' s all in the President ' s message. 

...... 

H.IA.Jr: Now, the last time I s aw Foley he said t hey couldn' t 
do that for ,legal reasons, and, therefore, they 

Bell: 

H. ll.Jr: 

Bell: 

wer e drawing it four fi£ty for grants and five 
fifty tor loans. I said, "That isn' t the way the 
President meant, but if that ' s the way it stands, 
it ' s a little better ror the Treasury. " He 
said, 11No, for legal reasons they can' t get it that 
way, 11 a.nd therefore, they are going to have tour 
f1£ty and five fifty , but instead of that , I see 
it ' s going to be a billion and four fifty . I'd 
just l ike to know. We're tal king a lot of money . 

Are we together now? 

Well, I thought that llr. I ckes, i n talki.ng to me 
yesterday 1110rning, indicated. that t he billion was 
i n his mind because be was a l i ttle worried about 
them earmarking a part of the billion dollars for 
Rural Elec tri£ication loans . 

How much? 

He said, I thiDJ, "If we don't do something before 
this bill il Housed that they will earmark part 
ot this billion doliars tor Rural Electri£ication 
loans. There ' s quite a drive on i t tor that, and 
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he wanted to know whether Jones could make those 
loans, or allocations for the loans. He talked 
about a billion dolla.rs. 

Between you and Oliphant, will you see where 
we're at? Ed Foley ••• • • 

I 111 get it and give it to Dan. 

I don't know vthether I spoke to you about it 
before, but this is for Bell and Oliphant too . 
I would very, very much like to get into the 
Hopkins bill the following paragraph; 

"Funds made available by this act may be used, 
in the discretion of the President, for aiding 
self-help and cooperative associations for the 
benefit of unemployed and under employed in the 
production of goods and services." 

Well, I haven' t seen any bill since the President's 
message, authorizing direct relief which is a 
provision under which the present self-help 
organization is carried out. 

VI ell, Y~hat I wanted to make sure, myself, is the 
self-help here in Washington and the self-help in 
Baltimore, Richmond, or any place else, can get 
money. 

Or concede to that little lolontana thing, or any­
thing of that sort. 

Will you •• • 

I'll take care of it . 

I'm very much interested in that . 

I'll see t hat it gets in there. 

Just to break the t ension a minute1 I got a letter 
from a Judge of the Supreme Court oy the name of 
one Yr. Lauer, and he says here that, •we contemplate 
a trip to Europe again this summer. Krs . Lauer is 
fearsome and nervous that her last year's experience 
may be repeated this year, even though I shall be 
most careful that a full declaration is =de of all 
purchases from abroad. Were we subjected on our arrival 
to treatment similar to last year ' s, all benef it which 
I hope will accrue to Krs. Lauer from her 1 cure 1 while 
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abroad will be lost. How can we be assured that our 
experience of last year will not be repeated, and 
because of what happened last year her return to this 
country this year be made the more unpleasant? A 
contemplation such as this, harbored over the summer, 
would go far to undo any possible benefit from the 
summar•s vacation. Is it not possible that when we 
return from our European trip thi-OJ sUl'lllller the 
government 1 s interests ma.y be safeguarded by some 
more considerate and gentlemanly representatives th.an 
those we encountered last year?" 

Such as Gibbons . 

I •ve got a better scheme - let !olrs . !Clotz go with 
them and save the expense sheets . 

Thank you. 

And a ll they did last year was to pay a $10,000.00 
fine on arrival. Urs . Lauer had a $1500.00 watch 
under her glove that she forgot all about . 

You know how it was discovered? An informer sent a 
picture of t he watch and they showed her the picture 
and out came the watch. 

You know how she goes on the bench with him and tells 
him what to do. You know that the higher courts have 
reversed him several times. She sits on the bench 
with him and tells him what to do. 

He•s a nice old fellow. He•s one of the nicest 
fellows in New York. 

I s he, r eally? 

Oh, surely. He's f ine. 

But he's just under her thumb - it's a very pathetic 
case, on his part. 

You (Gibbons) say it's pathetic, and you (Oliphant) 
say he' s a grand guy. 

He's one of the most important influences in law 
reform in New York. 

But it doesn't begin with the customs . 

It doesn't begin at .home . 

He had a case reversed and she wrote a lot of notes 
on the edge of the case . 

I admi~ I knew him before he was married . 
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!low, llr. Gaston, you talk on Thomas CUrrene,.. 

There have been some rumors going around - we had 
one letter from a man up in Boston that he ' d seen 
an item in the paper that we were - a reporter 
called up Al Hall from a Congressman's office and 
cross questi oned him about the thirteen hundred 
tons of currency paper that the7 were orderLng . 
He had a very f irm idea that was being ordered 
so we could print greenbacks on it . 

Congressman Taylor made a speech on that. 
shall 

Well , I/refer those matters to the President's 
economic advisors . I'm having lunch with them 
today. 

Who ' s that? 
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Wnat? Well, you read the papers. The President ' s 
having lunch w1 th Mr. Ford and his economic 
advisors . 

Mr . Ford 's or his. 

The President ' s economic advisors . I s everybody 
going to rush for papers , like when they complained 
about Ken magazine? Five Cabinet members t r ipped 
over each other rushing to the news stand to get 
a COPY'• 

UcReynolds: In the Post this morning, under this Coffee CUp 
column the7tve got a predicted interview ••• • •• 

B.l.l.Jr : 

Gaston: 

Gibbons : 

R.W.Jr: 

Will you (Gaston) see that I get my •coffee" 
served. 

Yes sir . 

llr . Secretary 1 on this housing thing, I read 
co.ming down on the train day before yesterday, 
somebody , before the Housing Committee said that 
sixty- s even per cent of all the proper t y between 
fourteenth street and Brooklyn Bridge, east -
from the East River and Usdison Avenue, were in 
tax arrears, and thirty six per cent of the people 
are on relief. Wost desperate thing you ' ve ever 
readpin this testimony. 

Harry? 
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Kight be or interest to comment on the British 
deficit which, as you know, is planned to be about 
six hlmired lllillion dollar s . But if you 1118ke 
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the figure comparable on the basis or population 
it would equal about a billion six, with the United 
States, and that billion six must be regarded in 
the light of the t act that they don' t anticipate 
in the figures any reduction in business activity 
and that they are in no sense in a depression, so 
here you have a country that ' s undertaking a 
deficit - a very l arge deficit - without a reces­
sion, in the hope possibly or postponing one . 

And the moral? 

T~ moral is that-probably a balanced budget isn't 
as angelic as it is usually considered . "If you 
ca.n only copy the British you wUl be perfect." 

I am r aising Mr . Chamberlain by at least three 
million dollars. 

I think you 1r e doing well. 

I mean, I ' m just raising him at least by three 
million dollars . The question is, can he see me? 

Not tor a while. 

I am just - our deficit on that basis - on the 
population - is just t hree times Chamberla.1n1 s . 

Yes, but we are not in a state of prosperity 
in the first place, and in the second place we•ve 
got 2. 8 times the population. 

But stUl based on the population, if their's 1a 
a billion six ours is just three times that. 

Third place, we haven ' t got a gun at our head . 

Vlhat do you mean, "gun at our head?" 

Well, I mean •• •••• 

It ' s interesting - I mean, it just shows I 1m three 
times as good as Kr. Chamberlain on that basis. 

(!fads to Kr. Lochhead.) 
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Lochhead: The British bond market went down this morning 
one to two points on the news or that budget. 

H.U. Jr: Bow much worse orr are we on that? 

fnd te: Well, they ' re at the highest point in their 
history i n physical produc~ion. 

R.!d.Jr: On a physical production basis . 

White: There is no way or comparing it . Their national 
income this year will be probably around - well, 
l ast year, a~out thirty-seven billion dollars. 

B.M.Jr: Bow many per population? Do a little figuring -
you translate it. 

Vthite: 

B. L!.Jr: 

You want me to do it now? I'll give it to you on 
t he other figures. 

Magill's going to do the other tax bill - they're 
going to ••• •• 

Well, all right. I can do some quick figuring . 

., 
1G9 

Vlhite: 

!.lag ill: You may be interested - I was just looking at it 
this morning . A man with ten thousand dollar 
income, married and no dependents, our total Federal 
tax is tour hundred fifty-eight dollars. The 

\','hite : 

H.M •. Tr: 

White : 

H.U.Jr: 

White: 

R.M.Jr: 

Haas : 

British is nineteen hundred sixty, under this new ••••• 

Of course, that isn' t t he only significant figure . 
Even that tact in it needs to be supplemented by 
a control tax. 

I want something - if Magill • . • • • 

I'll give him what I •ve got. 

Tallt to SbarJ3lirect. I'd like to have something 
on it . 

What other good news you got? 

I thought that would fill the day. 

All right . George? 

I have nothing. 

I 
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Bell: 
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Bell: 

H.M.Jr: 

Bell: 

!l. :t . Jr: 

Ball : 
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Upham: 

R.ll , Jr: 
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(Nods to Kr. Gibbons.) 

(Nods "No . ") 

Nothing tor me. 

Groups made some or those comparisons on taxes.­
they were publicized yesterday - between England 
and America. 

Dan. Dan, would you mind jus t loold.ng up here a 
minute please. When we talk about gold we can 
use - you've got twenty-nine there and twenty­
seven here. 

!10 

Ther e is a difference in dates , see - one day behind. 
We can use this . 

>1h1ch is t he one? I mean, supposing five million 
comes in from Japan - is that where it is added 
in? 

Yes, and it ~~11 go down in here when this date 
comes along . 

Why will it go down? 

It will go both places . 
and this is the date of 
behind . 

This is a current thing 
the clearance - one day 

This is anticipated and this is actual. Couldn' t 
that come off? But this means, a s of the twenty­
fifth we ' ve got twenty-seven, and this one, twenty­
six, would be a day l ater than t he twenty-nine. 

You see, this is put on as of the same date as 
the Federal Reserve balance . 

The point is, we've got around thirty million 
dollars . Will you stay behind a minnte? I 
didn't !mow this would last so long. 

(Nods to Kr. Upham. ) 

Perhaps I should have told you we sat until six 
l ast night behind locked doors. 

Fine . Kake any progress? 
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Upham: 
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Yes, I think the heads - the supe.rvisors are 
probably farther apart than the heads of the agencies 
so in that sense we aren ' t as far along as we are 
in the morning . 

When will you meet again? 

Today. Two o ' clock. 

Honestly, all I could do was control myself with 
Crowley yesterday, He was just furious that Smythe 
was pressed in; t hat is, he said, •How can I keep 
up the morale or my office; my people aren't 
allowed to come in, but Diggs can bring in Smythe .• 
I said, WWell, Smythe i s her e at my request .• 
Then he walked up and down the room - "I'm going 
to resign in July,n All I could say was "Whoopie .• 

McReynolds : Why didn' t you say, "Why wait until July?" 

R.N •. Tr: 

Upham: 

R.PA.Jr: 

Oliphant: 

H.M,J r: 

Oliphant: 

Upham: 

H.M.Jr: 

Oliphant: 

No, all I could keep from saying was "Wboopie.• 
This is what I thought maybe somebody could do. 
He was counting on filling the vacancy of O'Connor , 
and did he expect to have that job? 

I don't know. 

He •s furious that Diggs is here. See, I mean, for 
some reason or other, he figured thst the O'Connor 
influence was through and that he could do whatever 
he wanted to do;and then he made the most amazing 
statement . He said the Smathers bill was partly 
written by his General Counsel in cooperation with 
some of the people in 0 •Connor ' s crowd w1 thout his 
knowledge. 

Well? 

I ' m just passing •••• • 

Who is his General Counsel? 

Birdzell. 

Oh. 

That's the reasom I · couldn't understand t he other 
day. You said ther e was no contact between Jefty•s 
office. 
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And be ' s wild that Diggs 11 still here and that 
we put a strong fellow like S~the as his assistant, 
and we've just gummed his whole game. I'm givilli 
it to you for what it ' s worth. 

I think he'd like to see the Comptroller's 
office in the F. D. I . c, both the Comptroller's 
office and the Treasury, and him the head or it. 

Well I - I'm afraid he ' s going to resign. 

You ' ll be interested to know, because of that, 
three men - Folger, Bulger, and Nichols - just 
the three heads - and they asked me to sit with 
them •••• • 

Who? 

Folger, Bulger, and Nichols. 

I thought you said Folger, Folger, and Nichols . 

Sounds like Kelly, Kelly, Kelly, 
a law firm in New York City, 

. v. 

You've got two bachelors - want to get r id of 
one. 

This is ve.ry serious for Cy . 

Well, I don' t know whether I can remember the rest 
of this sentence or not. Ther e was a fourth person, 
one of ltr. Crowley' s braintrusters that came along 
with Nichols, so he packed our meeting yesterday 
morning. 

Who was the braintruster? 

His name is Tucker. He 1 s a smart boy - he 1 s all 
right, But if we start a "town meeting" of that 
kind and each one brings one or two with him 
we'll never get through. There 's too much talk 
even with three, but I think it wil.l be ell right. 

Well, as they say, gradually get little pieces here 
and there. 

Tom Smith will be here Friday morning between 
trains if you are interested. 

I think not. 

Thank you al.l. 
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H. !.Jr : 
-:urton 

O.JU I'Um : 

H . .J . Jr : 

ci. ! . Jr: 

.. . . . 
rl •• Jr : 

.l •• : . Jr: 

,. 

s . ·: . Jr : 

... 

Bello . 

Y'es , Henry, how are y ou? 

April 27, 19.38. 
10: n a . m. 

Oh, I ' m al l right, h ow aTe y ou? 

113 

II ell, I 1 m better since we got this 'Qab;y out of our 
l eps . 

I see . You hra ~uite 6 l o t o f ·litt1e things , di d n't 
you? 

Oh, a lot o f them, yes . Henry, ':Jagill told a~e tru;t y ou ' d 
lUte t o talk to me ~bout 6 m& t t.er &nd ••• 

Yes . 

uh£n do you wl;J1 t t o see me? 

·'ell, I just want - ern I chin a mi nute with y ou over 
the phone? 

Yes . 

I wtnt t o get y .:>ur ~.oavice if you think we ought t o 
intr oauce t his tnis y our , see':' 'lie ' ll need it pr etty 
b~ol;y . 

Well , I d on' t .~:no;< .. n:>ugh a bout it t o say • 

. Jr : Yes . We l l , wh&t woulu be your convenience? I ' ll do ••• 

" · .. . 
H •• c. Jr : 

1' : 

a .• l .Jr: 

" . 

I c;,n see you no....-, I c&n set. you wnen ;yo u want to . I 
•on' t b~ here toc:or ro .. , I ' a1 11oing .... 

,"iell , I got &n r.ppointtlent • t 10: .)0 a r.d afte r trw t I ' m 
f r ee . 

Nell , i1o ,; l ong will it t iJke you on tha t appoin tment? 

Oh, f i fteen minutes . 

//ell , why don ' t ;you get t nrough - when ;you're through 
•dth tha t appointm&nt. , y ou ull come down . 

.. u right . 

You • ~nt me t o go up there o r ao you wa nt me t o •••• 
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No . No , we'll c orne up und ••• 

I ' ll be in 186 . 

"//ell 

I mean I ' 11 b.e a. t my main office • 

ld6 . 

Yes - ~ell , roy muin office i s 217 • 
• 

114 

217.~/ell , supposing we SLY we 'll be there shHp 11:15 . 

~>11 r ight. 

Sbat•p 11 :15 . 

Yes , I' 11 be gl ad to s oe you . 

How' s tha t? 

All right . 

Thank you . 

Yes . 
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H. Y.Jr: Hello 

o: Dr. :&.lrgess. 

H. Y.Jra Hello 

Burgess ! Hello Henry. 

H.M.Jr l Randolph 

B: Yes. 

April 271_ 1938. 
10a 30 l.K. 

R.u.Jr: Would you refresh my memory on that deal with 
Panama. 

B: Yes . 

H. ll .Jr: I ' m going to see the fellow in two minutes •• •• • 

B: Yes . 

R.!.'.Jr l •• •• • and I just want to refresh my memory. 

B: Yes. 

R.loi.Jr : will you? 

H. Y.Jr: 

B: 

R.JA.Jr: 

B: 

R. U. Jr: 

B: 

n.I4.Jr: 

•• • • ah- at l a30 Friday afternoon. 

Yes. 
I 

Ah - they asked - ah - at l east four dealers 
to submit bids to them for a list of 11 million 
of go~ernment and Land Bank bonds . 

Yes. 

Ah - then the dealers promptly began to get bids 
f r om their customers so they had a ... i s on which 
to make bi ds . 

Di d they giv e them any time limits? 

115 
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B: 

Ft . t.l .Jr : 

B: 
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H. I'. J r : 

B: 

F . tl. Jr : 

B: 

H. II. Jr : 

B: 
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Ah - they wanted it at 1:30 and they didn' t call 
t hem until - ah - about lunch t i me. Some of them 
got calls at quarter past one, some at one •••• •• 

I see • 

•••• and some at 12: 30 - along in there. 

I see. 

Now the whole market sagged a bit . Ah - they got 
in a number of bips; some of them refused to bid -
Discount, for example, r efused to bid on that ••••. • 

I see • 

••• • on that basis, because it was a foolish thing 
to do . 

Yes. 

And - ah - but they did get bids from a number of 
dealers . 

I see. 

They went into a meeting appar ently and about forty 
minutes l at er began calling up dealers saying, 
"You bought so and so"; the dealers said, •Oh no 
we haven ' t - we gave you bids f r om 15 minutes• . 
(Laughs). 

I see . 

(Laughs) Well then they - t hey get the number 
of wires going and finall y sol d the bonds to 
Childs and to Solomon. 

Yes . 

But the whole t hing , of course, - ab - upset the 
market a good deal; I wouldn' t say seriously but 
it - but it was a foolish way to do it . 

I see . Vloll thank you. 

All right . 
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a.u.Jr : 

B: 

R,IA,Jr: 

B: 

R.M. Jr : 

B: 

R .. J.l. Jr: 

- & -

Row are the bonds to-da:y? 

They're a littl e firm to-day - they' re up two 
or three tour t hirty-seconds. 

Good. Thank you. 

There ' l l be a little buying I think. 

Thank you. 

Yep. 

Goodbye. 
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RE PANAMA RAILI'iAlr SALE OF GOVERNMENTS April 27, 1938 . 
10: 30 a .m. 

Present: 

d •• L Jr : 

Rossb•m: 

!.lr . Bell 
!.lr . Rossbottom 
:.lr . Smith 

~r . Rossbottom, being held r esponsible by the 
Pr esident and Congress f or the Government bond 
market, I Nas very much disturbed the way your 
or ganization went about selling $ll, vJO, OOO 
worth of Government securities on Friday . And 
I so reported to t he Acting Secretary of Wv.r , a nd 
be asked me to take it up with the President, which 
he did, and the President sent word to me that he 
wanted rne t o see you . I t old llr . Woodr ing this 
morning that I don 1 t like to see people of other 
agencies and I felt tha t 1f I was displea sed and 
I let t he Secretary of War know t hat, it was up 
to hin t o do as he saw fit. But this is t he wey 
tne Pr esident wanted it done, so on that basis, 
why, you're here . 

And 1f you are s o inclined t o tell Mr . Bell and me 
why you handled t hose 11 million dollars worth of 
bonds the way you did , why , I ' d like to kno~1 about 
it. 

Well, I'll be very glad t o t ell you. Our company 
started about 25 years ago t o crea t e a fund for the 
construction of shi ps . At that time we purchased 
r a ilroad bonds tha t were legal for investment savings 
of New York, Connecticut, and Uassachusetts, which 
wer e the highest type of bonds; ;ve made purchases from 
year t o year . 'lhose securiti es were in the hands of 
a Corruni ttee on Securities of the Board of Directors . 
~he present Committee on Securities consists of Mr . 
Frederick Osborn, Chairman, Mr. Wayne Johnson, and ldr. 
F. Bayara Reeves . With the approval of the Pr esident, 
we ent ered into a contract with the Bethlehem Ship­
buildi ng ~oapt ny last April , a year 3go, for the 
construction of three snip~ which would cost us about 
fl4 , JJJ, JJO . The payments were to be made a fter the 
ships were started, on the basis of a million and a 
aalf dol l ars every four or f ive weeks, depending on 
the progress of construction of the shi ps . We have 
made p~yments of approxi mately two million dollars 
out of our cash to t ake care of those payments1 and 
from now on we will need at leas t three times ~440 ,000 
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eve ry four or five weeks . 

·.1e d1dn 1 t figure at the t.ime that we made the 
contracts th~>t .ve would be called upon to make 
payments ~s r Epidly as that . But the Bethlehem 
"'Ompany, because of failure to ugree with the llovy 
uepartment as to the d ate of construction of some 
torpeao bombs and cruisers, put their entire force 
o n our three ships, so they ' re just going liKe 
wild fire . 

At the las~ meeting of our Board of Oireetor s , o t 
which the Secret ary of .'lar was pr esent, I tldvised 
the Board that we had tbout reached the limit wbere -
we could ~oke these payments out of our cash and 
that it Nould be necessary for the Committee on 
Securities , or the Dir ectors, t o take acti on on it 
in t he direction of selling some securities . Just 
last l~ ednesaay I wrote toe &ch member of the 
Co~ittee on Securi ties giving them the list of the 
securities that ~e have, the Trea surys and the 
Federal ~und Bank bonds, und asked them to arrunge 
f o r u meet ing a t whlch they would det ermine what they 
wanted to do . In tha t memo r andum I told them tha t the 
Bethlehem Shipbuilding Company bad stated at one t ime 
that they might t ake over some o f the bonds in lieu 
of cush an~ sell them f or our account. That, of 
::ourse, .;ould be on t~e basis of the bid price · 
insteLd of the asked ~rice . They weren ' t Gnxious to 
do that at all; they NUited toe cash. 

So, e t o meeting of the Committee on Securities, held 
on Fridoy in lJr. (layne Johnson ' s office, the Committee 
decided to a uthori ze the officers to di spose of this 
$11, 000, 00u of Treusury bonas and Federa l Land D:mk 
bonds . I got back t o the office shor tly before 12 
o ' clock und bad our treasurer call up Childs and 
uevine, both speciali~ts in Government s ecurities, 
and Solomon Brothers & Hutzler, &nd asked them to give 
us the prices a t .1hich they would be willing t o take 
all or o. ny p~>rt of the different securities we had . 
About holf pas t t ... o the bids were submit t ed to me and 
t he bi u of Childs was the highest - 1/32 and l/64 in 
e2ch instance, except ln those coses where it was 
exactly the same a s the others . 

And under the aut hority given me by t he Committee on 
Securities, I sold the securities to Childs, except the 
Federal Land 'Bank 4 ' s, which we sol d to Solomon Br others 
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Bell: 

Rossb•m: 
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&: Hutzler. 

Well, of course, the method that you used was so out 
of the ordinary - and I was told by the Federal 
Reserve that you asked four dealers to bid. 

No, three . 

Nell, they told me four. 

No, three. 

And as a result of that they sent out wires all over 
the country - well, if you say three - so they were 
asking for bids on $)), 000, 000 worth. 

Yes, we got bids from only three of them. 

And it looked a s though suddenly somebody wanted to 
sell an awful lot of • •• 

uovernment securities . 

••• Government securities . And it just so happened 
that that was the day that we announced we were only 
going to sell $50, 000, 000 North of bills instead of 
a hundred, so we bad a very strong m~rket; but if you 
had ..,icked almost any other day and used that method 
of selling them, you might have even disturbed the 
market more than what you did. And there were all 
kinds of rumors around and it Just knocked the bloom 
off the Government market. And I 1ve seen a lot of 
boners pulled in Government agencies, but since the 
Russian Government dumped a million pounds sterling 
on the mvrket the day af t er we agreed to the 
tripartite agreement, I haven't seen &~thing equal 
to what you people did, and • •• • 

Well , we - the vommittee on Securities felt they had 
this definite dollar obligation to the Bethlehem 
Shipbuilding Company, and the thing was to get cash, 
and the only cash •• •• 

Well, you didn't need the $11,000,000 on Friday. 

Tell me why you didn't sell the bonds as ond when 
you had to make your cash payments . 

:/ell , we thought of that also . In the f irst place, I 
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called up Devine three or four days befor e, to find 
out if this was a good time to sell Government bonds . 
He said his .idea was that the Uovernment bond market 
would remain at .its present level for the time, a nd 
he then expected a drop . I told that to the ~omm.ittee 
on Securities . The Committee then relt, "Well now, 
if we just sell a million ond a half dollars today 
and then a million and a half dollars next month, 
why, our company will suffer the loss, i f there is any 
loss, and depreci ation between the high prices of tha t 
day and the pri ces that we get afterwar ds . • 

But supposing the prices go up a point. 

Well, we don ' t lose anything; Ne haven't lost 
anything. 

Suppose you'd sold them in J anuary, on the same 
theory . 

It v1asn•t a -.uestion of speculating . 

But supposing two months from now they ' re s elling' 
two points nigher. 

Well , you never can get the highest, can you? 
Never get the highest price. 

But you sold t hem on t he theory that you were getting 
the h.ighest prices . 

No, because they'd been hi gher than that. 

But instead of asking a dealer - t he advice of a 
dealer who has to make his money out of deal i ng in 
Governments, why didn' t it occur to you that you 
might a sk the United States Treasury or our fiscal 
agents, the Federal Reserve of New York, and BSk their 
advice? 

Well, as a matter of fact, I don't believe that ever 
occurred to any of us. 

IV ell, that's my complaint. lly complaint is, here's o 
wholly-oiVned subsidiary of the Unit ed States Government, 
and they want to sell &11, 000, 000 worth of United States 
Governments , o r guarant eed Governments, and they don't 
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ask the advice or either the Treasury or our fiscal 
agent, and they ask the advice of some dealers i n 
Governmept bonds, and then the,y handle it in a way 
tha t it goes all over and it makes - and that all 
of these things have to be sold. I've never, since 
I've been here, for four years - I•ve never known 
of a transaction handled by a Govercment agency or a 
privately owned agency - handled in this way. Never 
known that they asked it. Unknovm as t ar as I know. 
Mr . Burgess tells me he never heard or a transaction 
being held 1n that way. And H you had done it a 
week before that way and handled the thing , you might 
have knocked the m<>rket ott one and two points . ' 

knd as L say, I don' t - I simply tiled my complaint 
with the Secretary of War, but the President wanted 
me to tell you this direct, so I ' m doing it. And 
that 's tha t. 

But ~ own feeling is, I think we ought to look 
ar ound - end how many more agencies have got a lot 
of these Government bonds? And I think they should 
trustee them with us, because I don ' t think - it 
that ' s the way they 're going to handle them, how do 
we know 

Got any mor e? 

No. 

That's all you got . 

They were purchased by the same Committee on Securities. 
Whenever we have any excess of cash, we put the cash 
in Government securities . 

>lho are the gentlemen on this committee? lihat •s their 
connection? 

Nell, Mr. Wayne Johnson, also General Counsel ot the 
company; Yr. Frederick Osborn - he was selected by 
the Secretary of War as a director . 

Dut what is his business outsi de of tne·company? 

I think he's handling his own personal affairs. Very 
wealthy man, interested in conservat i on. 
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Son of 1'11ll1am Church Osborn. 

And ~~r . F. Bayard Reeves , selected by the Secretary of Wa r. l:le ' s the ~ounsel for the All-America Cables, or wos at the t ime be was selected . 
But here ' s the Treasury Hnd the Federa l Reserve of New Yol'k , and OUI' advice w~sn' t asked . 
>'lell, these three member s dec i ded - they have always decided what t o buy and what t o sell. 
That ' s the reason I asked the question as to connec­tions of these gentlemen. I wonder wh,y a Federally­owned corporation needs t o go outside of its own bailb•i ck to g e t advice on the investment of really Government funds~ Vlh,y shouldn 1 t the Federa l Reserve B&nk a t leas t •• .• 

Stupidest thing I ever heard of . • 
••• give tna t &aVice a s to how to invest Government fund s? 

ilh,y do t hoy need three outsiders and a couple Government bond dealers to tell them how to handle our 01m s ecurities by a corpora tion owned by the United St a t es Governoent? 

Well, I 1 m sure it never occurred to any of the member s of the Commit tee on Securities to take it to the Federa l Reserve Benk or tne Treasury . 
But Ur . Bell makes a very eood point . ~~ should a whol ~y-o•ned corpora titm need an advisory coOIJIIi ttee on ho•'' t o invest your securities? Is tha t o statutory committee? 

No, t hat ' s a dlrect action of th.e Board of Directors. The Board of Directors is responsible. Th.is is o COIIIIDittee, 

We h.andle about three billion dolla r s of Government funds through. Government trust funds, do our investil18 without outside advice. But I th.ink if you had taken tnat to t he Federal Reserve Bank, th.e advice you would have gotten would hove been t o sell those securities 
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over a period of a week at a million dollars or two 
mill i on dollar s a day, and you would have gotten 
much better prices than you did. The market was 
surging up; you stopped it right in its tracks when 
you offer ed taem all. 

You killed the market. 

I think you lost several points by offering them a ll 
at once . 

That was the action of this Committee on Securities, 
and we Jus t obeyed their orders . 

I don ' t t hink you got very good advice, if you ' re 
paying them for it. 

Pardon me? 

L said they didn' t get very good advice, and if 
they're paying for it it ' s not very good . 

Well , they ' re paying Wayne Jo~n. 

Yes. 

Bow mucn does he get a s Generol Counsel? 

$10 , 00.) a year. 

Well , that ' s how I feel. I think you people •••• 

Yes . I ' ll tell the Committee just the way you feel 
about it. Don't know what can be done now. 

Well, that ' s the way I feel, and as I sar - and I 
think you agree with me, don ' t you (Bell)? 

Yes, I .... 

You've been in the Government how long? 

27 years . 

Ever know one that happened like thie ' in 27 year s? 

Ho, s i r . 
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H. M.Jr: 

.bell : 

a . .J.Jr: 

Bell : 

H. !.Jr: 

Bell : 

II . 'J . Jr : 

Ball: 

H. 'I . Jr : 

rlossb 1 m: 

Bell : 

~ossb ' m : 

Seith: 

Bell : 

Rossb 1m: 

H.M,Jr: 
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It's unique, isn' t i t? 

Yes, sir • 

There you a r e . As I s ay , the last time - a nd tbe 
only other time something l i ke this happened was 
when the Russian Government di d it; they dumped a 
million pounds sterling on us , &nd that ' s a - just 
like tha t we were offered a million pounds sterling . 

I t hink the Panama and possibly the Wat er ways 
Cor por ation - they ' re the only corporations in the 
Government that aon ' t oper~> t e thro1;gh the Treasury . 
The other ( gencies ar e Bill My~rs ' ~----~ 

Well, the v.-hole set-up, Dan, is mos t unusual. I 
mean t hi s Anole - I wish as Dir ector of the Budget 
you ' d look into it . 

,utte an old or ganization. 

I know, but I think it' s a mos~ unusual set-up . 

Don' t even hove the money on our books. The Treasury 
doesn ' t keep the cash . 

And why all t he ca sn s houlan't come in t o us and 
shouldn 't be reappropria ted every year the way 
every t ning else is •••• 

We never get any a ppropria tion from Congress . 

They ' re operating on r evenue, paying us a a ividend . 
You haven' t t his year, have you? You're going to 
use your earnings this year on your ships . 

I hope so . No, we expect to pay a dividend - port 
of the dividend anyway. 

This fiscal year - t his next fiscal year. 

What is it, five percent? 

Yes . 

All r ight, sir, thank you f or coming down. 
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a .li.Jr : 

o: 
R. lJ . Jr: 

Gov. 
Harrison: 

R.U.Jr : 

B: 

B. !.l.Jr: 

8: 

R. !.I.Jr : 

( H: 

R.!ti.Jr: 

H: 

R. Ll.Jr: 

H: 

R. AI.Jr: 

R: 

R.U.Jr: 

H: 

B. M.Jr: 

Bello 

Governor Harrison 

Bello 

Bello Henry? 

Yes, George? 

Yes sir, how are you? 

I'm wondertul. 

April 27, 1938. 
1.2: 06 p.m. 

" 

Good. Good1 fine . Henry, I got a Personal and 
Confi dential cable from~ fri end Norman •• ••• •• • 

Oh yes . 

•••.• that Itm ••••• • 

Oh good old Bobby? 

(Laughs) Yes, that I thought I would just tell 
you privatel¥ because I don' t suppose Jesse will 
believe me but he refers t o the recent protest 

12S 

of the British Government against t he expropriation 
of oil fields in Uexico. 

Yes . 

And then goes on to say that he has the banks and 
other financial houses in London to make sure that 
the t•oilit7 for the purchase of Mexican oil are 
not granted by the London market. 

Oh. 

In other words, - ah - the government having t aken 
a firm stan& on the expropriati on • ••• • . 

I see • 

• • •• he ' s asked the banks not to finance the 
importation of Kexican oil, see? 

Ab-ha. 
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But atter all I just want to let you lmQw that. 

Gosh. 

a: And I '•e fot a call 1n tor Sumner Wel les . I 
thought I d just tell him. 

a: 
a .LI.Jr : 

a: 
R . I~ .Jr : 

a: 

Oh you're going to tell Sumner. 

Yes. 

O.K. 

Yes sir. 

Thank you Yery much. 

First rate. 
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April 27, 1938. 
12a23 p.m. 

a .n.Jr: ••••• about ten minutes past ten to ask when the 
Tax Bill would be out. 

llarvin B. 
Mcintyre: Yes. 

H . ~I.Jr: Well Magill said definitely it won't get out 
until the middle of the week. 

U: Of this week. 

n.M.Jr: Next week. 

11: Well they just - ah - Fred Vinson j¥st called me 
a minute ago and said they were going to have it 
all out of the way before Friday. 

H.!(.Jr: Ah - the - ah - we've got to do a little helping 
on the drafting, see. 

II: Ah-ha. 

H. J.t .Jr: What? 

II: I see. 

R.11. J r: And it's kind of difficult . 

ll : I imagine so • 

H. M.Jr: 

II: 

B.!.I.Jr: 

U: 

R.!I.Jr: 

ll: 

B.II .Jr: 

And so I dont t think that we can help giving 
them the figures because the President said he 
didn' t want it out. 

Ah-ha. 

Do you get it? 

Yep. 

Now if there ' s any change, let me know. 

o.IC. 

But the way the thing stands, the bill-drafting 
and the Treasury experts - ah - have such a 
di'tfieult job it's doubtful whether it will be 
out until the middle of next week. 
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n .M.Jrt 

M: 

R .M.Jrt 

lol: 

B. J,,Jrt 

K: 

B.K.Jrt 

K: 

- a -

I c et JOU exact}7, BeDr)' • 

Do ;you see 'llbat I aean? 

Yea. 

And 1! there'.a an;y chance '11117 let ae 1m-. 
Yea. Yea. 

O.lt.? 

I'll let ;you know this afternoon. 

All right. 

Thank ;you. 
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H.li.Jr: 

Operator: 

H. Jl . Jr: 

Operator: 

H.M.Jr: 

Gordon 

Hello. 

Gordon Rentschler. 

Right . 

Go ahead . 

Hello. 

April 27, 1938. 
12126 p. m. 

Rentschler: Hello there, Henry. How are you? 

H.Jl .Jr: 

R: 

H.JJ.Jr: 

R: 

H.ll.Jr: 

R: 

H,M,Jr: 

R: 

H.U.Jr: 

R: 

H. Ll . Jr: 

R: 

H,U, Jr: 

R: 

H.li.Jr: 

ill right. You sound as though you were in 
Europe. 

No. Pretty nearly. I'm sitting right up here 
in New York. 

Well, I mean, I don ' t hear you very well. 

You don't? 

Yeah. 

Ah, wait , I 1ve got ah - wait 
can get a better connection. 
perfectly. 

until I see 1.f we 
I can hear you 

Well, go ahead, I hear you better now. 

Ah, all right now? 

Yeah. 

Ah, how' ve you been? 

Wonderful. 

Hot too good? 

No, I said wonderful . 

Oh, wonderful, oh, well that's tine. 

Sure . 
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H.M.Jr: 

R: 

H. lt.Jrz 

R: 

H.JlJ'r: 

R: 

H.M.Jr: 

R: 

H.K.Jr: 

R: 

H.li.Jr: 

R: 

H. lt.Jr: 

R: 

H.Ji,Jrz 

R: 

H,K,Jr: 
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I ran out on 7011• I went dOWD South and picked up a couple or k1dDa7 stoDeBJ then took a 110nth or two to sat ewer it. 

You picked up .wbat? 

.l couple ot k1dlle7 atones. 

Oh, ror heaven's sakel Wbere'd 70u rl.nd those? 
Wall, I tound them down in Cuba. 
Oh • 

I just, ah 
• 

.lnd arter I got rid ot~t,.w~ I took a while to get over it. ~. 

.... 

I wondered what bad happened to 70u because I hadn't heard rroa you. 
. 'bout That's exactly it but I just - the rirst ot this last week is the first tilDe that I've even been back on the telephone. 

Oh, ror heaven's sakes . 

Got a couple ot "docs• bossing ae and so that isn't so easy. 

Yeah. 

But, ah, we never got to r1n1sb all our talks on our rriend, the tax bill, and I guess 70u1re d&IIDed clad we didn't. 

Wall, ah, I •• • • • 
But there ' s one - one .. tter that ' s cc:aa up this IIOrllinc that I understand that the Conterence people have now asreed again to this duplication on the tranarer tax. 

I don't know a thine about it. 

Well, they, ah- I don't - I iaglu. that that IIDllt coae alonc with TreaSIU'J' regulat1.ona ill the tax bill, doesn't itt Wbf don't you take a look at itt 
Wall, I can. 
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B.M.Jr: 

R: 

H,!.f,Jr: 

R: 

B.K.Jr: 

R: 

H. M.Jr: 

R: 

H,Jl,Jr: 

R: 

H.ll.Jr: 

Rt 

H.ll,Jr: 

R: 

H,I(,.Jr: 

R: 

H,Jl,Jr: 

R: 

-)-

~' what that does, lle11171 1D a mt shell, 11 
tb111 We ha-te a cutaur wbo probably tra't'll.l all 
crrer the world, or u7 be a, a ah, ,_n, or U7 
be an older un, or 11&7 be &JVbodT. It lllght be 
a fellow like 7Gal'Selt. 

Yeah. 11&7 be a cbUd 1D U'lll, 

Yeah, but he says, ••ow here, ah, I want to bUT 
a thousand 1hares of steel.• 

Yeah, 

And instead of putting that 1n the naae of the 
individual cuatotaer, we put that . 1D the naae of 
our ~uee. 

I see, 

lfow, as lone as that - ah, and of course, 1D the 
face of that change of ownership the tax is paid, 

Uh-huh. 

low, ah, when that stock is actually sold by that 
owner ••••• 

Yeah. 

.... of course, the tax is paid. 

Uh-tmh. 

But we don't want to pay a tax when it goes troa 
the naae or, ah, llr. JoMs, to our uominee coa~. 

I see. 

And t hen when it's sold aaalD, because there'• been 
no real change 1D OWDel'ship. 

Well, I'll ull: llag1ll wmt be ... 

What it reallT MaUll to ua 11 tmt it il a faoWt7 
that we can c1.,.. to a great Jalber of our cuto.ar1, 
and 1f there's~ question wmtsoever ••••• 

Yeah. 

••••••• ,...,=·· ••••• 
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R: 

R: 

H.M.Jr: 

R: 

H. IJ.Jr: 

R: 

R. ld .Jr: 

R: 

H. I&.Jr: 

R: 

H. lJ.Jr: 

R: 

H.ll,Jr: 

R: 

H, /.I , Jr: 

R: 

H.li.Jr: 

R: 
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Yeah. 

Ah, then by all meana we ought to be will • - well, 
we are not only willing, but we ' d be glad to be 
required ••• • 

0 , K, 

..... to give the name o! the actual . .... 
I - I understa.nd. I know what it is now. 

as we now have to do it. 

I know what it is now. 

We just don1 t want to pay that double tax - 1! 
you will be good enough to take a look at it. 

0 . K. 

I think that they rather !eel , ah, as nearly as 
I can get it, that this is something that the 
Treasury wants . 

Well , I don't know, but I 'll !ind out. 

Well, if you can do that, it'd be very very. 
hel pful. 

Well , I'm making no pr omises . 

Well, I don't want any promise !rom you, young 
!ellow; all I want to do is get your eyes on it . 

All right. 

I •m very much interested in seeing what you did on 
gold while I was loafing . 

Yeah. Well, we'll talk •• • •• 

Right now - say !ellow, we ' re getting back now to 
where we ought to have been in the !irst place . 

Well, we ' ll talk about it sometime. 

All right. Well, that ' s a good Job. 
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B.N.Jr: 

R: 

H.rd. Jr: 

R: 

H.!A.Jr: 

R: 

H.:l.Jr: 

R: 

H. M. Jr: 

- s-

Take care or yourself. 

Well, all right. When are - when y.ou coming to 
New York? 

I don't k:now. 

Let me k:now t he next tillle. 
for a while, but if you let 
up we ' ll sit down together . 

Fine . 

They wontt let ae out 
ae k:now when you coae 

All right. Good luck to you. 

Fine. 

Bye b7e. 

Bye. 
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Jesse 
Jones : 

H.M.Jr: 

J; 

R.M.Jr: 

J: 

B.li.Jr: 

J: 

H,K,Jr: 

J: 

H.I4,Jr: 

J: 

H.loi,Jr : 

J : 

H.N,Jr: 

H.K.Jr : 

J: 

H.ll.Jr: 

J} 

H. ll.Jr: 

Wall, bow are you? 

AprU 271 19.38. 
12:45 P• a. 

... 

Will you sell me a railroad? 

I will - what? Yeah. Are you dated up tor 
lunch. 

Unfortunatel y, I am, Jesse . 

I wanted to com• -,o'!' And - ah - chat. 

I'd like to - I ' m tree tomorrOtr. 

Wall, I ' ll be i n Bew York tomorrOtr. 

Oh. 

!he, ah ••• • 

Oh. 

You goi111 to have any time this afternoon? 

Well, ••• 

Few minutes . I ' • not so par ticular, except I 
wanted to talk to you about the railroads a 
little bit, and •••• 

Uh-huh. 

Aild ah, not - maybe I can do it Frida:r just as 
well. 

Uh-buh. lUnd ot a bad day tor ••· Ah, it - 1t 
it's pressing, I can do it; it it•s not pressing 
ah . •.• . 

Well, it is not pressing. 

It's not? 

•o. It is not pressing. 

It's ah .... 
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J: 
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H.M. Jr: 
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H. l&. Jr: 

J : 
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J : 
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Just - what I was going to say now - I can say 
this much now •••• •. 

Well, say - say it now. 

Ah, I had, ab, a pretty harmonious meeting .. .. . 

Yeah • 

! 36 

.. .. and when I got into things that we couldn' t, a h ... 

Yeah • 

•••• ah, obviously couldn't solve, why, ah, I just 
cast those a.side for the time be ing . See? 

Yeah. 

And we got them to agree on s011e of these things, 
and, ah1 there's no disposition not to go along 
and do the things that we did - we agreed to do. 

Uh-huh. 

And, ah, my thought was - ah - get what we could 
get a nd then, button up the belts a nd, ah, try tor 
something else a little later . 

Acy chance for a Transportation Department? 

They don't - there's no objection by Wheeler or 
Lee, 

(Coughs . ) Pardon me. 

Sam Rayburn ' s opposed to it . 

Oh, really? 

Yeah. Sam, ah - he didn't come t o this meeting; 
he didn't think he ought t o . 

Yeah. 

Because Lee i s Chairman of the Commit tee. 

Yeah. 

And , ah, I thought he was probab~ r ight about it. 
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H. ll,Jr: 

J: 

H. ll. Jr: 
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tlb-huh. 

But I ' ve talked to b1ra about this thing, and he -
ahhh - he's against it - I ' ve never j ust sat down 
and gone to the ut with ~ - but, ah, I'll have 
plenty or ti.Jae to do that. 

Have you still got ti.Jae before they go hale? 

For that - tor that Department? 

Before Congress goes home? 

J: - ... .,-~==-• I 4oubt it that could be created betore Congress 
· W !lOBS boae. 

B.U.Jr: 

J: 

H.ll.Jr: 

J: 

B. Y.Jr: 

J: 

H. ll,Jr: 

J: 

H.!l.Jr: 

J; 

B.!i,Jr: 

J: 

B.U.Jr: 

J: 

I see . 

Ahhhh, I doubt it it could. Ahhh, it we could get -
ah1 enthusiasm on Sam's part, and, ah - ah, Wheeler's 
part we might do it . 

Uh-huh. 

But, that, we didn't go into much actually, because 
I don' t believe the Commission would like it. 

Uh-huh. 

I don't believe that the r ailroads would like it, 
am, ah •••• 

Well. 

But anyway, I'l~ talk with you maybe Friday? 

Yeah - whet time? I .... 
Whatever ti.Jae suits you. 

Well, you, ah - bow, how •••• 

It you' re open tor lunch, I'll coae tor lunch. 

Ah - o. lt. 

That - that ' s a - a coDYenient time, and basidee 
I would lJ.ke to have you t o lunch. 
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J: 
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J : 

H.:J.Jr: 

J: 

H. !o! .Jr: 

J : 

R. IA .Jr : 

J: 

H.ll.Jr: 

J: 
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All right. All right. 

All rightie. 

Ah ••. 

How• s the market tod.ay? 

Ohhh, a little bit better, 

Uh-huh, 

Ah - one o'clock? 

One o ' clock , Friday, 

Yeah, 

Fine. 

All light. 

Thanks . 

Thank you, Jesse. 

All right . 
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AprU 'n, 19)8. 

l!Q!~IDUIJ FOR 
The Secretary of the Treasury 

Subject • Panama Railroad Compe.cy 

The Panama RaUroad Ccmpe.cy 'liaS incorporated in 1849 under the lawa 
of the State of !lew York for the purpose of buUding and op..,.ating a raU­
road across the Istlu:lua of Panama. Ita incorporators were Aoerican olti­
:ens. It was later sold to a French Ca.pal1)f, concerned with the buUdina 
of a canal across the Isth111W1. In 1904, before actual construction wort-
on the Panama Canal 'liaS started by the l1nitocl States, our Gcrvemaent se­
cured control of the oo.pital stock of the railroad co,.,any, Whioh it nOif 
owns completely. The capital stock amounts to $7,000,000 and is held in 
tho name of the Secretary of \'Tar, except one qualilYing share held by each 
member of the board of directors, numbering 13, including the Seoratary or 
\\'ar . All directore are officers of the Government except five . The Gover­
nor of the Panama Canal is President and the railroad is operated as an 
adjunct to the Canal; at the sat1e til:le carrying on its operations as a CCXII­
mon earrier. 

The railroad operates on its revenues, No appropriations 'llhateTer are 
made for it by Congress. It declares annual diTidends , which are deposited 
1n the Treasury of the United States. For maey years SICh annual dividends 
have amounted to around $700,000. 

The r ailroad oms and operates the Panama Stesmpship Company and 1 ts 
other enterprises include commissaries , quarters , cargo handling aetirt­
ties at harbor tercinals, hotels, fUeling plants, and telephone ayatem 
on the Canal Zone and certain real estate in the Republic of Panaoa. 

The gross revenue or the railroad (exclusive of subsidiary business 
activities) during the fiscal year 1937 amounted to ~1,6o9, 7441 operat.­
ine expenses were $1.,333,404; net revenue , $'n6,340 - an increase or 
..'10, 941 over the previous year . 

Business operations on the Isthmus, carried on by t he railroad ca:­
pan;r, yielded a profit of 01,358, 595 tor the fiscal year 19)7. 

The steamship line operates at a loss, the defioit for 1937 being 
C212, 2o6. However , this stelll!lship line carries trei&ht and passengers 
for account ot the Panama Canal and other departments ot the Ooumnent 
at =-aterial reductions !'r<lm tariff rates, Which reductions, 1 t is r e­
ported, amounted to $533,262 in 1937. 

l3ureau of the Budget, 

AprU 'n , 1938, 
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!he ,._ la1lroA4 Coorpaq -.. 1Dcorporate4 1D 111'9 ud&r 

the lan of U.e ltate of Wew Tork for tba p"GZ'pOae of bu1141~~t; azul 

operetlJic a railroad aoroaa \he IeU.... la 190t, before act.aal 

cooat.-tloa •rk oa the ,..,_ c..l •• atartK, the UaltK 

Statu Gonr..ent aaoured coatrol of the cepltal atock of the 

l'lulaa lallraa4 Co~~pa~~;r which 1 t now oWDa ccaplatal;r aa4 hae 

operated the c~ elnce that date throucb a board of 41rectora 

appclntK 'b7 \he l.crat&JT of ._.,, who hold& all the atoclc of the 

cOIIp&IIT uc~\ tba qualit;rl~~t; eharea of \he 41rectore. ll;r 

••cnUn order of llaT 9, 190t, the Preeldant of tba Ualted Statu 

41rachd that the ceaeral pol1c;r of the rellroA4 be controllK b;r 

the United lta\ea an4 that tha rOAd be 11&4e an &clJ'IIDCt to the 

P- Ca:aal, a\ the ... e tiM carT7lllt; on ita operation• aa a 

&Ad opara\aa ~101le n allaeu act1rli1ea upon the hU... 1nc14eaial 

to the eaaatructloa, operation, aD4 •llltanaaca of the Ca:aal. !lm.8 

tha Unl tad State a Go•er1111ent h coD4uci1nc tha bu.a1Deu actin tie a 

relatlac to the c..l enhrprhe UDder two 41ai1act orgaairaiio~al 

tint, tha ,._ CeD&l, wblch h a 41reot braacb of the OoYel'll• 

-t: azul eecoe4 , the •- lallroa4 Cooopen;r, which h a Oonrn-

' 1~ 
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TREASURY DEPARTMENT 

Jlh.fa:y 

WASHING'l'ON 

April 27, 1938 

m m SICRftm: 

In or der t o eoeplet e the r ecorde 1t 

wao detel'll1ned toclq bJ Ill' . !qlor, and 

cleared bJ JOU, t hat the rate to be epplted 

Oil the obll,at1ono or the United Stateo BOuo­

lJ>C .l.Qtbor1 t7 which the ~eaeurJ rill purebaoa 

Oft Apr11 28 in the UIOUDt or $1,000,000, rill 

be 1/2 or one per cent. 
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TREASURY DEPARTMENT 

WASHINQTON 

.tprtl 2'1, 1138. 

KM'W!'N !9 \II ez=ma 

Ia onpllaaoe with JOUr reqaaet there h atw.obN a oow 
of the etaw•at 11bioh wu read thle .,raiac b)' hDator llarrhoa 
ta hie ooatereaoe 'Ill th 70U oa the utwr of -D4iac the hooD4 
loi'bert7 lloD4 ~t eo ae to ooabiae the 11a1tatloDII of 211 b1ll1oa 

142 

4ollan oa tho uthor1 \7 t o le-a. boD4e u4 llO billion 4ollare o,a,.::"--;_;· • 
the &lltii.Orl\7 to h-a. fi'Oaftl'7 aotee, C.rUtloatoe of ID4ebw.t.aou, 9 
u4 froU'11.1'7 billa. 

haator Barn- oel1e4 laaator ()laea wblle .... ,.. \Mro 
u4 ezpla1De4 the •twr to h1a. laaator ()1aee ea14 ho - ao olo­
JeoUoa to tho froaftl7' • polic:7 u4 \hoQctlt 1 t eholll4 ha.,.. tho -
th.orit7 reqaae te4, 

haator Barrleoa thOD told the horetarT ho tllOQCbt he 
elloal4 4leGU • tho ut wr 'Ill th Ooacrou- Doacb tea, oa hle rotUJ'II 
to the Cli\7, u4 etart tho lectalatioa 1a the lloa.M u4 ho - ao 
dlftlnl.\7 escq\ that \he bpllbl10&DII '1101111. aaturall7 \alee \hie 
opportaai t7 to aU: a croat allll' qaeatiODII • fleoal pollel.ea. 

' 
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111&1 .... • • • • • • • • • • • • • • • • • • • • ..~~~ .. 

M!Jr 

toW ...... -. ... 0 as .. 

.. llllr ..... •••••••••• • • • • • • • ••• -.ooo.oao,• 
.. .,.. r,. • .,-..31. IS,.. 

Ill t I .... o • • • o o • • tJJ..JII,ZU.~ 
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1'o 11'he Secretary 

~'rom1llr . Shoup. «! 

April 2?, 11138. 

Bri tioh 1.114 .Aaerioen 1'&x Caaperioo11.11 . 

At llr. J.'agill '• eugg•tion, I ou'bm1t he:r..tth same OOJIIPUatiYe 
data on Bri tieh aD4 .Amerio&n tuN (Ghhtly illoome t ax• ) 1 

1'he 1D4irtdual ina<me tax payable by a -.rried peraonwith 
tiro children UDder the Br i tieh rat• propo•ed by the Chancellor 
ot the llxohequer ill hi• reoeut bwlcet opeeoh 1a oompared below 
w1 th the illdl.rtdual 1ncoae tax po.yable UDder the present lil11ted 
States 1-. The ooosperleon ie ill teru ot etteotive rat11 (that 
11 , the a:oount ot tax, divided by the UIOunt of' net inoome) 1 

!let lnoome 

II 3,000 
10, 000 
26, 000 
60 , 000 

100, 000 
500, 000 

1 ,000, 000 

Brit11h 
etteotive 

rat• 

:s .~" 
18.0~' 

30·'" 40 . 8)( 
60. o<,.: 
63 . 9"" 
66. 3% 

•••••••••••• 
••••• ••• •••• 
•••••••••••• ...... ...... 
........••.. 
•. ........ .. 
......... ... 

United State. 
effective rate 

0 
3.~ 
9 . 3% 

17. 2% 
32. 0){ 
60 . '1)1: 
67 . eo; 

'l'he United Statel ~gur• do not include ~ State inooJ:oe 
tax. PI-ca 2 to 5 pe:r cent &lit be added to include the net 
&ddi ti~ burden imposed by the indi Yi<hlal inoome tax of II• 
York Sta te, for eumple (after all.Gwin& tor the deduction trom 
VOII income that the Federal GoTorlllllent crante for State income 
taxes paid) , except t hat no ~<• York tax at all 1a due at the 
fS , OOO lnel ill thio illuatration. 

=:46 
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Collpv1•o• woh u thea•• how ... er. oan c;1w only a roU&)l 14• 

of the relati"" blll"den of the two a ;yet... J. ~• oooape.rieon 110uld 

require elabora1:e rMearoh. The ohht d1ft1olllt;y il that what the 

Brhiah oall tuable inooM 1e D01> the IUie u what the 11n11>ed Sta1>M 

or l~w York State oall tuabh inoome. 'l'he Bri1>ieh aolude oertain 

it- that we inolude1 and they differ troa u. 1n the d-ot1011.1 

that they allow. Ditterenc- 1n price l"ela alec ooaplloa1>e the 

cCIIlpe.rie on. 

Soae ooapar1eoJ18-alao neoeuaril:y rough-11th r•peot to tu:N. 

debt. t.11od •tio:oal inocou follow• 

1. If Americllll.l paid in tu:ee to the Federal OoTerliiiCt the '"""' 

proportion ot the na1:io:oal i:nco111o a• the llritieh will pa:y to their 

nati ollal gOTer...,.,t 1n the OOllling filoal :year. they ....,,.14 pa:y OTer 

¥10 billion (1J18tead of $6 billion. u they rlll pay acoordi~~g to the 

lut publlehed budget eetiau•)• 

2. Jlofen 1t all •tio:oal aad l ocal tu:• are takeD 1uto co,... 

lideration. the .Aaeric&Da pay abou1> the ..... percent.&• ot their 

nati onal income 1n tu:• u do the Br i tieh - at leut no greater. 

The percentage 1e &bout 2S. 

11. The intereet on the national debt in the United Stat" UIOilntl 

to 1.5 per oent of our natiollal i .nooM while the interMt on the 

Br itilh na1:1ona1 debt IUDO\lJ11>1 to ••s per cent ot their natio:oal inoDil•• 

!47 
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loolel Rooo._r.r ~l&n, left at the fbite Houae wben 

HJI,Jr and &eole• eaw tbe Prel14ent • 

• 
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1*' J 75 ...... , ........ .. 
1. ..... ., .. eu1.,. ..--. .... .,..._" .. - 1.ut •• ••• • 

~(&a,.. ... liM) ,.....tftal ~ ... -.,.... ........ 
.-. ... attwn.- -=r17 II M lU. 1- .._ •• 1m. .. •• -
to ..,.n -.-. sa""" .. ..e ••uu,. ... , u-. 

''9' ,_,M, NW 
(c) •Mttoottol .... "- • 7 •• at ..u ut w.. 1an ,.... 

0..-...t~~ Itt &a* tt"' WI at '-"1 • ,_ ott71 ..._ ... 
00711 • ~ ................ ,.... ........... 1'. &a ..... 

• '" -· w.. loot ,...... 

("t) llbdaoto tan• co ta teftott •• "'' nMtoatlolo .... .&., ...... , ......... ..~. .•.•..... ,., .... 
wa-a"•a 

Co) 7 •• :roor "' tMil •• u-. 
, .. , ......... -~ ~ ..nu ...... ,. .... --.pl.W ... J ..... 

(c) Ol5tJTI 7 _..., U..Stotl• 

(t) ApS:.l~ ............ ........ 

(c) .._. ..,__ ~ &a NoUOO to ... ~ ~ 

....... , .. ..... ... .• =- .... 11\ .............. ,. 2 

~ ..... 
1. a. •· o. '- twa. a. ...-1: .,_ "' lo.S ... .._ ~ 

(c) v, .. ~~ 1, 1 ... , "l111 ..... toll-=t ....... ,._ - ' 
I ;u••rl ... 

.... --"''' - octo ....... 
• 

llfl 01 ' ••• - ,_ .,._ toto or a-
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1. I'UVr I$' C•ti• _,' d' 1Ud. IIM_t&_ 

W, •• I. 1u. ........... to plftW WI, I -..... -~----
(a) 10 ,.. - ., ..,... ... •• ., - .. '*•"" 
h) ......... ...au ..,.u ... •• .. ,ooo • 18M 

ht LWIW .. nakoltl let tiiU ad.tl' ,_ ... 
n.nat .,.. 1117 ln 

I. 1411&tM ,.aM 

•· u.tn &a~ Ntel r.r '".,." n-&ac ............... 

._ r,uuac 1ft ot ~a...~ ........ .nor .. ftWd. .,._ ...... 
(lt ~·-(I) tuWt WiUllll 

(I) , .. 

IMt..-a.e l 1 n et .alUad. - IT ?5 •tzatlle ia ... --·· 
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I T CJ!II! lJ 1MJ D?'?Ml PftOO''!! 

P. Odk* t!pr *' !us Ma •aWY 
1. 0a -.!•- ~ -•.utu .. , • ..,,..., •t•n...,., ,.._. 

111 \1M an~ eh 80ata.. • .. , . J60A\ h " Ul 11lo,....e1nll 11114 NM.ll 
moe ll2'e deOl111111Co ft.t 1D4e:a Of J)2'0(1110tl0h ,_..ina below 80 U 

oontnthd wt \ll tile 1139 •••rae• ot UO, lllen \lla bllln wo~ laet 

- plut aD4 equ-at •..-""'"• et •tatn• aD4 -t•etlll'tac 
..,...,ted to t:5 Ill Won, or 12. '1 blUlou lou t11aa ill l9:S7, lh1lU7 
aDd r.tlroad alqi...U tv'oe .,... llotac • •n&lle4, 

.ileel<I•Uill MllelDS olql•clU,....e oN l u01:' .. 81Dtl llllt tllo -' t\lM 
U .. u. '1. '1, Dod~ Neld•t11ll lllllldlac cou"'acn a~rarde4 111 tile 
rtret blt Of ~1 WN 38 )MJ' OOUt bolo• tho flrn bulf Of .iop%'11. 1937, 
!1\o '101.., or - Nalclea\llll b11Ud11101 pan.tu ouulde or Mew Yorlr ln 

o:q>•dl~• O&D bo l"Oil80Dably npeote4 , W, P, A. luoe abollt :reeGh .. 
lte pa..t; o, c, 0 , 111111 l1Ubl1o roO'de e]~peadHu,..• w1U b<t ... tJI\"11> ... 1 
P, W, A, • d.,...cll~~g •• U cto .. upoG l ocal 1aH1au ... , will b<t alow 

ll.uo , .... , ....... wtU oonUau to tall ott 110 tha' Mt •li!I0-'1- will 
lDir.." ..,.orotol7, tbou;:ll DOt to '"" lnole or 19:~+-1138, 

All aaatnet \M 1111Aly , ,.,....,.bl " t tlot<>re or llollli1DI! aD4 .,._ra­
..,, ·~• ~· _., 11o ott .. , tbe atJ'<In& d.tluto..,., .n .. u .r 
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... 
tiM ~· ot wdl1al ott '-'-"No ot tho _,let1011 of oll'den 

tn U.'fJ tue~o p4o eanted """ ,_ len ,. ..... , ot \be Uqlll~ 

UOII ot .. .- Ol'edU. !lie ..,-t.wl~ CN~oolt 1a depneal~ 

• ,...,,. o...-t• atuts .. ta .. te~rto:rt~u~~~o 

r ...,...,..., *leMl- ... -ten •""" ,., J'Ml' wt• 
.. IIWSOil - latW-i ._ ~ W - l'Mft Pft'I'10Ul7o ftln 
801•• ...... s-... - • ., ....... llal.... It wtll " _,.. 
11etore s-wrtN ..,. •zll+4 .._ to '»ta~• 10ftle tor lallhlaU7 
.. a • 1•• ft--. ·-•u• taN "' wt• su lltll.l l arp ""'* 
et ,.ne, oa. •- ., _, , .. ott ~ .. oaee1.,.o :a.-, 
lafth .. a tallve to,... aJ.e-. ••:r _,.,.. n- _ _ .,., ... 
taeel.,.. a .,., ... of ,...,...s.. _. - lloq1ac 111 'l'Oduoen, '1M 
w.-s .. ott ., a 111U1oe tollaJoe of s-Wl'te• a.tllnee\o u -'* n­
tlle • ...,. - .. h ~ liJ a lllUl .. tollv• of - .,110\I'IIOUO .. 
tM .,,, W IU .... .. till• J'Ml'o 

... r \llo •ts-la• of ............. ,.,..." alld 1011801' \ oiU ... ro 
1• rtl ..... \lla' --" Ol'ed1t I'MQed a !alp 1nel 111 lew 1187, 
"- ,...... .. ., •!ti.llll \IIU ott wtU lla • droc \lll'oQIIIrlou\ \lie JaU, 

ftoCITI Jri- aN lal... la ftlUlOII to 'ftlla~o ean.lAP U UM. 
~o loa ,OteaUalJ.7 ........ el-\1• u a tanllu taU 111 -·• 
-.14 llaw kp •d• ,.:r:ul-.seal NJerouleloao, 

A __,. ot ftl't.OU i • • .... al-a\• la \llo OUJ'ftll\ ud t.--.. 

1Ue1:r ,...,..".,. ottuUn Jlol .. , tllarotaro, ., llael• tor Hll7 

•lilt• tor,...,. .. , 1a 1M- llolf J'Ml'• 

I, Ia tile 1 ... , Of \llo alloft OOIIOl dlft\10110 ""1'1 ltfDl't -u 

loa _., to 1•- tlae to\ol 'I!Dl- ot J'l~lct ... ,..Sw\0 ospe~~U.­

ta '" •n 11a -n• "' ,..._, • tvt~~w utvt.on\lo11 s.a -. • .._ _11_\l_ 
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lo L le Q, Js ' - n!!T s WJ '· ,. ... r. o. laao .. 

,.... to ,. "" ....,....,.,._MIO!ftt ...._,..., '"'**' ool'\lnee! .. -

..- !orae..,. -.dl!l•• .. lt a)' •!aaJM, l.oou .. do tor IIIia­

-• or ,..._. .. or eqe,..., .... tllo -I'O'!Ml or !lao 1, c. c. eo .. ..,... 

•-.t•r. -.n • Ill .._u. • ••un .. uoa "' !lao I. o. c. ~' ,... 
... ,..._. ta ....Uoa. • t11o -.ate et ,....., - ,ro.,..u,. --. 

_, rea.enaW.r M -.•.w •- uo tl- • ...,.... , •• c1o 1- to .,.u,.. ..... ,.,. ........... . 
I• t• .._. .... 11aa1 rv • u•,.. wllf,... a. r. o • .._.... 

l!Mlt ,..,..... to pa. eM - _1,._1 - Pd'!ltUe~el 

1•1 .... n .. 100 ,.,. _, or 11aa .. ,. or - _t,...,, 
(lll •tvtBI la .._17 :r-n ta 11aa .... or l'lNt!lll• oen, nnoa 

reen la tile - ot *'- ~tlftO - paOUap% -, -

!a :r-n ta tbe .... et ~"" o...WlMd U&1• ... tltoeal 

al.Mtfte ·at-, 
Col a! • I,_- laM- n~e, ,., 1--- ......... - ,..,. .ne. .. ,. ot ~ 

'' 11 p •t It ba eel 
(a) Ala ottv ea leN ta-W.• - ~· an &a--' * _._ 

ftlUo .. O !loe! - - ..U ..-l~ !lNO! OOI'tltloe!ee ea 0 4 pG _, 

llaeto •• llo"••• Cia aa otter _.. .. wtllaod elleft, !IIIOJ -.10 ~ 

etr.N ao1 to •Uetpa~ part et .. 11' ,...,. ~,_,.; 

•• 
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,~, Ia .. Jill? t .......... , nUI'O .. tt· .. ••• ... ...... 

--' ...,. __ ---- ...... - .,. ., lea ... -

be ... " tale ...... 

,., la - ...... ~ ..u .. Qs;o: t tateo .. ~toW 

••=·•- ..... , II ' at as llUle wet to ltselt, It lias --

., ...... , .... ,, __ .... ., ... ,...... 
,., - ..uo& ...... ., -- ....--·· ~d JN'flds be* 

~· ... -.,u. ,..... -· .................... ~ .. ~~ 

·~· '-"' 7 .. ia ......... 

la tiM II j li'Otiwl.J - ,. ... , OS ?111 L~ ........ 1IUl W4 'IIMiro 

1M ettflllett• tMt • ..UJI?IIIt - w -tn?W4 ,_ la We 

• ....., ,..... to • •u_.. ..,... ,_ 10, 1 .. , 1a ..... - ., 

,...... ...... .. ••• ft F ., 1 ... la .. - et ;a. d .. _ ... 

eta up t ••-. .. ,In to • ... I A'll&oo tills.,_ et ...sr ..U 

be .... oa-t ~lltl&r ................ - ...... •• 2 

et ....... , p .. .. 

• '* r r =mr'· ee n r, s'·' n ••s'· 

4t aa , .... ., ;a-. It " &s to .- " ... _ • .._ut7Te\ ,... 

. '• 
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~ t'el' 0 .n.liiM l'ftlft11 aMitl•al etlaJ.U O})PMH Mil I it 

ftle olll&ld M , ...... •1 aa en t at \0 1llo llalld' App"PJ'loUn 

..,owrilll W, P, A, "' IIIIP.Pl7 1', P, A, -· l u'Cior ac&Ml \0 10 ... _, 
~ 

ot \M ~...S ftlM of - ~ooot rwoldeaUal llldlcliJI« hM to 

tho boaUdol'. tiU.o OftOI' ~cl o.ppl7 01117 \0 lla1 u oppral...S a\ ... GOO 

or 1-, tM eonvaou tw • teb oro ~e4 -.-. •1 • .., lOt _. 

De-Mr :!lot of' tFa1 o yaor, 

'!Uo ,..,.oal ~• 

(o) ot~oto a -1oll7 eloet.rallb 1;rpe of' anl•U7 

(11) gl,. • .. Mtaatlal t1111p to prl'rOts rootelon\lol bQllcllac 

o~-1 ~· tlato 700!', ...._ tM7 oro .,n aooelot 

(o) .. , la'robo .., 000\ \0 1llo ao ..... , 

!lie ,. •• nntuoa ot oleltac u allJ'Oe4 ..tat-- \Uoqll \llo uo ot 

3, I. L c. Lo•ae roz In P'w'r trn1'"'"' 

h lo- tM\ 110111F o,...·u .. --'" u. lloo'rll7 _... ... tM\ 

\1107 ora 110\ - &a M04f or - .. ,..u7, n11l aa othP • ,._,.•1• 

\ol'llo ror o lW\M paned ..,.lei &anoo..., u • a•oe to -"•l,.w 

\Ml.r towre -'-'" ... .........., .. or ~- ele •• • .. -. 

.,.r, -.. at tar "' -.. a. "· 0, w ~ tor aell ...,._ a\ ~ n­

._- JhtaU ....u..,. .. """'ot ............ , .......... &a 
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.... 

u..,.. ..n.t ntM Md ..._ ,. .. u pn•••• bonowllll I&DI re~t .. 

010 .n-e tnen'bla '- ..,_,1-c at ~ ... , .. ~· \be .,..._ 

of t1:ae4 ooeto, ...__ •• ooatloelr tor JI'OtUo, &lid brtptou \be 

'""'"' toJo eMIU'Uc ..-tt7 ....,, -. IJ'M1en .... ot \loa ••wu ... 

la a44t \lOll • tile aonollaoUt.o• ••Uoao4 abo-ro aa otter ~ \be 

.. J', 0. to lMa •MJ r.r- ....,. .... , tor ...U...O.U u4 •tWtteo 

n .,..., fa'I'Ora'blo .__ ter • lllltt .. Jeri .. would ,.., \ho 1'191•-• 
at ONoloto ..a Ullll oon aq'G.l,_.t ~ .odon low ooot oq'ILlpoiOII\o PU)IM 

lacl..UJ, U *OQlcl un -. attM\ at -~•AlliS tho oon1'14o- or 

U....owro u4 ot a44llll blW... at •Uar• to tho •rtrn nluaUoa ot 

tho NeVi Uao at nllroado 1M •tUUl ... 

AI a .. JJl_t to \loU ,....,_ lt ••1« be llolpM lt h ..... 

,_ .. that \loa P, W, A. ~• -.lie ., .... lMao tor tho oonotn~ 

uon ot ..S•s..al powr pluu. 

•• ....., •• ot trAt•n On•mra• we4lM ,, !.b• W'R!" 

•t!M•Om' zw 
.._ - be tone ....._ tho Dt.rootor at tho .._,, • ,.,._ 

... , Dt.n•t• ot \be~...,. u4-. nrtouo ao.,..,_, ..,..,_.. 

to.,...,-. nw at ovr.t •...U- Md to uuo....- \loa pu' no 

ot .... ..., ..,.u ..... ,. oa ,_a'bll• li.Udhp- 'lie ... 11111.., 

!bro Aolall 'lie- ,...,.~l\7 or _,...u .. alupr pan at t11a 

• • ,..,.,_ u \be run Uit at \loa n.-1 ,_ • 

...,.,... ... ..u .......... -- .... ..., ... ... .... &Me 

\loa tlret Wt at tU tl.-1 ,_ ..U 'lie •" 'J -•• t''a _... 

h • , r .. 'Noturr .... u. u-. •-•_,..,. mua.J. _. *-• 
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DEPARTMENT OF STATE 

ReeopJ.U• ot the IOBqlleet of ll:tbleplal 
loan to Gill ... 

PARTIC IPANTS: 

A-I, n. PA/1, N.fD, to, U 

'l'be Ohiae1e Allba .. a4or 1&1114 t o 1111 ae tb1e 

aornllllf• 

'l'be ._bella4or etate4 that he h8~ reoel•ed a 

eoatl4eaUal telepoea fl"'lll hh Forelp M1111eter la 

•b1oh Dr. Waa nqw1tl4 h1a to .. oor ta!Jl 1t thle 0..~ 

aeat -..14 pn latoi'Mll7 ad ooat14taUal17 to ~ 

Ohlae•• o..-.n tt• n ... •• to the atUw41 whlela 

Cblaa •hM14 .. .,.. at the aeiUJIC ot thl O..OU ot 

the Loacu fit .. u .. •.., t la retr&M te th• ro1 .. 

atU• fit the •••••' of ftJdopla "' IWF. I roplle4 

to thl .-... ..... that "'11 Oon..-n of _... • .­

preohte& tho trt.H411llp aid the ooatta- wblela ... 
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req .. at t_. ... unee, bat U\at J t'eU that t he q•eaUoa 

••• oae wtdoh ha4 nell tar-reaohlll« t.plloatlont u d whleh 

••• ot' Noh iapolhiMe that oalJ' t he Cb1n .. e OGnrM~ftt ad 

be rupoatlble autborlUet ot t l\at OoveMUient oould pOe­

albl7 4ttera1ne .. oh a qaeat1on end tbot, oont equentlJ', lt 

would t o• to .. 111p0telblt t'or t h h Oonm::~ent to «t•e &nJ' 

t4Yloe la the .. tter. The Aabas tador t eemed to e~ot thlt 

repl.J' aftd .. ., , ftO -.m. 
The Aleaaeador t h• went oa to • liT that, at he had 

t ol d the Pre~ldtnt, tbt Ohinet e OOYernaent had .-ple ..ai­

tlont aftd allltar, •vpplle t to latt Ufttll t~e end ot t hle 

yoor1 that the trlendl 7 pollo7 a~pted bF t he Unlt ed State• 

Tre&tU'J' wlth resard to the purohaee or Ohln .. e tllnr had 

;~ode 1t poedble t'or the Cb1ne .. OO•emlll(! ftt t o obtalft lilt• 

t'lolent IJa1 ted Statet exoh&M e to pe7 tor t be alllt&l'J' ~ 

pllea whloh thq •urohued here, but that t h1e tlt\laU• 

ot OO\U'8t oould ROt oorttlmat atter the t'lr1t ot the 7ear 

ano the7 trll'l thal'lton oone1dtr1~ • •7• and aeane ot o'boo 

t a1n1n& nl\ai\Olal ... htanot la t he Aaerloal\ aarketo "" 

Aab&ttador told ae t hat ft~"SOtlatlone were \M.., •liT an4 

1r01114 probabl.J' llhortl7 be oonol11i!ed t'or a lo• te tile 

Chla .. e Oo'w •• 111 Mtrlollll b lftltlftfr lftt .. Hte ot ,.... 

tel\ to tw•tJ' allllOfte ot' &ella,.., whtoh ,_ ...,_4 be 

e~ftded tor the P'lrohaat or alllt&rJ' euppllet ta thle 

.... "". n. ............ 414 ftOt ~·--· "" .... ., 
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"Jell N*ill l .. tlhtl ... , IIOJ' 414 I ctUitl• Ida. 

n. A~~t~u•.-• tllea • .at • tl .., tbat hll r1relp 

• lallt_. ba4 111 .. lllter.4 bl8 eoatldeatl1111J' tt~at Ua1 

Ohla .. e e.. ..... , wu llltor~ that t he OoYe..-at If 

Japaa wu .... l4orlll la the .... Mve I'ICill .. u._ 
Pred4em 1\eoeweU t1 otter hh poil ottl111 wUil a dew 

to brlaclJIS abed P"" 'MU.• liPM aa4 Chlaa. !U 

Allbus.&or !~~ w)aUier _.,. fUih appr oaoh ha4 bela 

aade to t hll Gntl'llllen. I &aiWti'H that no epproull 

of 11117 t1a4 1110118 t ba .. 1laee ba4 belft a ade by J.., .. to 

t hle Oo••~t. nor ~ &AT r eeponel bl e or au\horle .. 

ag11117 or repre .. ntatln ot 1ohe Oon rn.nn t ot Japaa. I 

eal4 that ot oovee, • • 1ohe Allbe11ador ltn•"• there "" 

• sreat UIIJ' la4hldull1 .~.., ..... both l.ll thl l o-t'7 .... 

thewbere ""- eppar•tlT Oil t helr owa llll1ola tl•• ha4 ..,_ 

nace4 nib a nlllflltloa, \Nt tbat the OonrM•t ot .Jep• 

u .. 1r ba4 aenr la4loatM _.,. noh 4ell.re • Ue pan. 

The Aallu•a4• thea l,...lrM what the aUlwa. ot thb 

OoYtl'lla•t ... 14 be lt .J~~paa dl4 ..-. ••h aa ~~pproaell, 

I lal4 that ........ uT the Pre•l4•t ...U lllq!alre It 

the e.. ....... , ot alalaa eat l t1 .,..,.. .S.Ilt 'M. fte 

Allbula4ol' etat .. Wlat be bolleY .. tllat lt thle c-•tl• 

......... lt .. lllq!alf7 ... th ...... f/1 tbl ..... ., 

ot Ollba, Ule OenrMeat ot Obl8a ••14 retue to U•••• 

the palll"1ltr If _.,. peaoe .. sotlatl ... Wllt ll lep~a 

wlthArw aU ot ~tor .uu.,. fll'lll ,.,. Ohlae11 terrttorr . 
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&114 tbh, the ._., ..... telt, ••• aot poedble tor -

u.- CleMo ...... -wart,.- a4eretall4 that • ...,, 

011 ,_. nib PNNCI'Iblte U ada, OhiM •• 10· eMJ ace( 

bF the allltar)' dtwatt• that t he would be uwtUI.JII te 

00ftel41r the 41a ... at.• It P _.l hl"'llo 

Bltera be bn the Mbu~&dor eald tty,t hi htualt • 

not hh o.r.,.. .. , • ba4 bllft oond4ert.ng Ule po .. tbUlt:r 

ot •oapltalbU. Alllrt.ou a,..,at!IF tor OMna• by the note­

tloa ta the Udte4 ltatee ot a e-a11e4 l1bart7 1 .. tor 

Ch1M la tb1 ••' - tlfV 8lUU. ~Uare la bnee 

rang!Jic tro. twentr-tln to oee tllouM4 40Uare, at a 

low rate cl lnter•e" t llft4 with ae ooUataral the Ohlae11 

OUitOIII aJ14 the talt taz. Be l~lre4, lll tbl n'lllt tbat 

the Ocrrca•••t ot ablaa wutl4 to 10 ahta4 oa thll pia, 

wbethar the Qeoren••t ot t ba u.lt14 ltat11 wotd4 !\ ... .., 

obJeoUa. I tlalt'l the Mlluead• that Ulh -. a •"• 

OOftotrnJ.as telllll I UIU 4111Joe te oonnl.t e- ot tiM hlcll 

ot t lolale of tble a...rna .. t betore e~reetlftl .., oplaloa. 

1 told bla t!lat I u--' t hat be ba4 ooaddeJ'e4 the 

prolldWt:r that lt the o.r-.n ot Oblaa '-*nell 
aoUoa u thle, a Yll7 1arp eeetl• ot AMI't .. ,.blll 

oplnloe ...U t111 tbat thle ,.. OCNtter to the eplrt '• 

lt not to the lett .. , ot eztetf.ft« neatmlt7 leclelatloa 

aftd that pr11nre wotdd be bi'O"'fht la or4ar to ban the 

aiNtrallt)- 111le1aUoa 1...-.&. I lftqdrl4 &1•, talll-.r 
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1\la u.' till• ... ·~ .... J , ... ,. """'-' .. Ut 

Mt till* " U"'lr .. , u ~ ..u. .... '*-
the a...•••' et .J..- ae 1' 4"""l•N tllat a etaw et.,.. 
u1eh4 1a el'4er • Wllllr ...... tile ...._._. • .,..,..a. 
ot •• meu., awtNU~ 1-.lelaU• " u • eiiM tM 

uora te •• n ... lq 1a thh •• ,,.,. • tbe part Ill 

Chlftao 'fbe .au..-. ed4 '!~at tbeH 14 ... M4 _, N&11f 

OOOIU'N4 te hla, '-' tllat !at taU a..~- Ill \tie 

people ot till 1Jdwt ltatee tv Cll1aa • u ,. .,..., u .t 

to uke tllla &allier a..., PM1 .... K4 --~ 1a pu.S .. 

t bat the Ooww ••' .r CbSM M4 ..... ln4 altosether 

u o,ooo,ooo 1a ..... r... Uw Ulalte4 ltatee tor the p .... ...,. 

u• of tbl .,.. tbl o _. l .a4SYldul eoat rlbltl- ud tha' 

Aaert•• ...... Oblal•• -· "'• t te14 , ............ 

t hat I wn14 M !aepW te ,.. hSa ep'• dttlla a t tw 4are 

aM 1s.,. bl.a a ........ saere4 NP1F • tlle 1ut s...-117 

,. ba4 -- ., -· 

v ...... 
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Jc .. c H '-'o"'u 
•»'"'~ 0' ""' MAllO 

RECONSTRUGTION FINANCE CORPORATION 
WASHINGTON 

I eecloae oow or &D addreaa that I recct.IJ' 
delivered OYer the rid1o in 1iliiCh I lpoke about baDit 
l....U,.., bulk exee1natiODa, exaainer critic1n, eto.J 
elao 00P7 or a letter 11h1ch I u toc1a;1 acding to the 
ftrioua State Banldng ec-1aa1ooara. 

I u aware of 1au:r reapectin reaponalbWtiea 
with reterece to baDit aupeni.a1011, alld it 1a -:r well­
oooa1dered op1D1011 that a UDitora .,.,,. Dation bJ Jour 
eneral e.&.,c1ea, alld 'llhere poaa1ble etete be.nld.Dc 
autbor1t1ee, will contribute uteri~ to rele111ing 
credit. 

I know a011etbing of the etreot on baDit ll8rulge­
•eot of enminar crlticln with respect to ite&e or1tic1zed, 
or to 11h1ch special attention 1e called by the examiner. 

I appreciate that oritici .. 1e often necea.....,., 
but where a baDlc baa uple capital t\mda, and i s not in­
clined to OYer-extend ita lendinc, crlticia of ita loana 
aDd inYel~ta lbonld be aYOided 'llbere possible. 

The BPC 1a prepared to cooperate in 8ZfT construc­
tive progrea IIi th respect to baDit exee1 netiona. 

SincerelJ 7oura, 

I 
(signed) Jeeee B. J011ee 

Cba.1z-.n 
Booorable llarrlner s. ~ea 
Cllairaen, Board of Goveroore 
Federal Re141n'e s,-atea 
llaahioctOD, D. C. 

Hooorable Leo 'f. Cro11181, Cb&11'MD 
Federal Deposit ln111U'111l08 Corporation 
.. abinctoo, D. C. 

llonorable ... mall a. DS.a• 
Acting CollptzoollAr of ~ CUrreq 
'fHuar7 BQ1ld1nc 
Wubington, D. C. 
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RECONSTRUCTION FINANCE CORPORATION 

WASHINGTON 

J,pr1l 23 , 1938 

Dear llr. lhi tal 

I encloee copy or aD addreeo that I recentlT 
del1Yered oYer t he radio in which I epoke about bank 
lending. bank exaodnationo, exaa1Dercr1ticia~. etc. 

I aa aware or the reepective reeponeibilitiea 
or all bank euperrleiog 1111thori tieo, and 1t 1a -:t well­
conai dered opinion that a WlitOI'Il exaodoation b7 all 
authoritiee will contribute materiall7 to releaaiog credit. 

I know eomething or the etrect on bank management 
of examiner crit iciem with roopect to iteme criticized, or 
to which epeoial attention is called b7 the exaainer. 

I appreciate that critici .. ie often neceaa&r7, 
but whore a bank hae ample capital tlln4e, and 1a not in­
clined to onr--extend ita lending, criticiaa or ito loan. 
and innataenh ehould be a't'Oided where poodble. 

!ho RPC io prepared to cooperate in &D7 conotruc­
tive prograa with reopect to bank exaainationo. 

!hie letter io being aont to all State Banking 
Co.miaaionero &Dd to the Jederal Reoer.e Board, the Jedoral 
Depooit lnaur&DCI Corporation and the Actinc Comptroller or 
the Currency. 

SincerelT JOUr•• 

(Sicced) Jeoae B. Jon•• 

Chairaan 

Wr. Williaa R. lhite 
Superintendant or li&Dlce 
State or •ew Tork 
Alb&DT, lew Tork 

1.65 
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SPEECH 

of 

JESSE H. JONES 

CMU-,...,., ROOOfUfnocn- Fu.-c.. Corpor.zi011 

AmiDced by 

The wOObilit 1t"' · -

BroadeutOver 

The Blue Network 

of 

The NationaJ Broadeuting Con1pany 

Monday Eveains. April 18, 1938 

W .. blnstoa, D. C. 
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r wilh to diiiCU .. bU8ineoa and credit. The deeline in the 

1mrcha;;e of coniJUlnera' good~e lhinp we need and 
use every day-caused an accumulation of lnventoriel by 
tho merchant nnd the manufacturer that baa resulted In 
widc•prend unemployment. The manufacturer cannot oon· 
1 inue to produce what. he cannot sell, nor can the tnorchant 
buy unlc81 he aells. So unt.il theee inventories are roducod, 
emrJioymcot will not likely pick up. • 

In diKu81ing eredit I have in mind credit lor all pur· 
poitt-for butlnen, for industry, for agricull.u.re, and for 
buolding. .U you know, the Rerolll!troetion Finance Cor· 
poratoon wu '"'"led in 1932 lor t.be p.,._ of lending to 
banks, in11urance companies, mortgage loan I!Ompuiee, Fed· 
t<ll land banka, joint·slo<k land bankl, agricultun, 
railroada, et<. March 9, 1933, jU8t five daya alter Pmi· 
dtnt.. R()C)tlt\'th. wu inaugurated, our law wu suppltmtnltd, 
and hu been amended and supplemented many timet 1ince 
ohen, e•rJanding lhc scope or RFC operations to meet vary· 
ing conditions. The March 9, 1933, law was the moet 
important of a ll. I L made it possible lor ua to l8Ve the 
illlnka by buying their preferred ato<k, capital notes, or 
•l£~henture•. 

AwicJe rrom t\dVADC'e!l to other governmental agencies by 
direction of Congrc88, we have authorized 19,4().1,000,000 in 
Joana ant! hwtiitmenl.lt, including bank capital. 11 ,7601000,· 
000 or lllette authoritations were later eanoelled, the appli­
ranto finding tloey did no~ need Lbe money, or that they 
rould get il eloewhere. 16,900,000,000 hu actually been 
di.burood, and ~,934,000,000, or more Lban 11", ~aid. 
This vUL aum of mooey went directly or indirectly to 
•very eluo of our eitiunahlp and "'pm~e.nto hund~a of 
thou<anda of individual loan.._ 

l 
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lndUitry WM aided by direct Joana and throuah aid 
10 

bAnk• thai enabled them to extend credit and to crant ... 

ten•iuns t.o their borrowera. Agricull.tJre was aided throucb 

lonru1 on oommoditiee-oot-ton, com, wool, mohair, tobae<IO 
JH!tmuts. pruu(!fl, dates, figs, raisin&, and naval atoru. M~ 

I""" 3 million separate loaos have been made to u10 pro­

tlueero or lann commodities. These loana have been '&rce~r 
through ti•e Commodity Credit Corporation, and averap 

lese than $000 to each borrower. Several hundred millioo 

dollano wu loaned through Federal land baoka, ioiot­
•toek laod hanka aod regiooal agricultural ttedit ClOt· 

110rationa. Probably 20 million deposito,.. in c~ bonb 
•rrt aided through RFC loans. Almoot every line ol buoi­
n.,.lw brrn helped by the RFC and we were getlinc ato.c 
lint until lase. Autumn. 

Our rollectior .. in 1936 and 1937 exceeded our disburoe­

mento by almost " biiJioo dollars, 80 by the latter part or 

1937 it looked "" though we could withdro~· from the lend­

ing field. 1\<cordingly, on t he 18th or last October Pttti­
llent. fl OO!Ie\·elt. diftleted thnt we aeeept no more loan 
apJJiiNttions. 

BuL tlue to the continued recession in busi.neaa, the Preti .. 
dent autiloriu'<l us to 3lart lending again February 18th ol 

t11i1 )'tar. ~inc:'e Hut.t. time we have approved I J2JJ91 ,716 ia 

•~uwial loan.!!, 1u.td ba,•e applications, definite and teoc.. ... 

tn·e, lor •wroximat•ly &70,000,000 more or thia <harader 
of loaot. 

2 

With the approval ol lhe l'rtoiden~, Cong,..... hM ju!t 
amended our Act again by posaing tho C t""" Bill which 
cmpowen us to lend to public bodice, States, municipalitit'8 
nnd politieal aubdivieions, for tho constn.aelion of u~rolul 
public works pro)ecta. '1'1•1• ia a restoration or authori~y 
which we had prior to U1o eotabliohmeot or PWA, and 
under which wo havo loaned saoo,ooo,ooo in addition to 
buying 1600,000,000 ol auch loano I rom PWA. 

The Clau Bill also broadened our po .. era 1!0 Jhat we may 
lend on looger maturiti.,.. Tblo authority will be partleu­
larly belplul in induotrial toano lor plant -.ction &od 
new equipment-in otbtr wont., iD ut.endi:Dg loog·time 
credit to ind!llby. 

The objective or the law and or the P,.ideot and Coo­
greos is to aid businta through ii>CIU<iog employment, 
and our loans will be modo with that in vi .... The law 
requires that loano mutt be oocured, but may be upon aueh 
tnms aod conditions and lor ouch length ol time M, in the 
opinion 0£ OUr board O( dl~l011, are appropriAte to the 
ps.rt.icular application. 

While our purpoec will bo to make business and industrial 
loans that will maintain or crenle work, wo will not feel 
authori1od to mako aueh loans un1eas in ou.r opinion the 
borrower will be ablo to P•Y tho monoy back. T oo muoh 
deb~ and inflation or YAiuea were lhc principAl causes of 
the 1929 eollapoc, and prudent borrowing is just as ..,..n. 
tial M prudect lending. It d- no good to lend a man or 
a buoinC88 money which bo will loee. It merely pootponea 
the inevitable .... djUilment or bil aft'airs. This 00.. not 
mean tho~ we are not making every el!ort to lend to deaerv· 
in; borrowers, partieularly whert employmen~ will be main· 
tained or increued. We try to find a way to authorize 
every ouoh loon lor which "" hove an applicatioo. 

8 
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Appanntly many people believe the Ol .... SI<OC&JJ 
IUUtndment. to our Aet permits ua to lend on 

8 
d'w 

b , I , I h '"•""t ASJ8 o tecunt.y t .Jan ere!ofore, and Utat a billion ftnd 
1 hair doll•,., hao beon •spe<oally •llorated by tt

1
e Go 

lor this purp06e. The facts •ro that thi
8 81110111r,1101~~~ no~ change the security provisions in our Act ,

10 
d'd '.t 

• . , r 1 J 
tnereaee our 8\'Allable credit for lending. 

Ours i~ a revolving lund and nuctustes dally •·itl 
' d d' b I OUr ~e<t•pte ·~ !" ursements. At Pffilent our unll80d borro.r. 

mg authoroty •• $1,416,000,00() lor all pu'POS<o, and tbit ita 
grtaL deal ol money.' 80 don't be a I raid it • •ill gh't ou~ ll'e 
hl\'e more than a b•ll•on and a hall dolla,., of I!OOnd ._.., 
and collediono lrom tbese may also be loened. ~ &rul­

nt. •mount. ~-e ba,·e el"er had out6tanding at any one thDt 
..... $2,700,000,000, 

In addilion _to lmding lor aU other pu.,._,, ,. .. •ill lend 
for. ~1rf)·1ng roventories, thus enabling manufactuttrt to 
a~t•c•pate trade requirements with the a&~urance thaL they 
Will not be forced to ••crific:e their products to pay lor the 
<Oat or P~uction. We will bring to the msnulsetu,..r tbe 
!~me 11!!81Stoncc and same assurance in this reepect uu,t "'e 
IP''e. to the produce,. or farm commodities through ecm­
mod~t~ loa~s. Loans on inventories, like loRna on tom· 
mod1t1~1, w,IJ ncceQarily require the jnventorice to be ware. 
housed, or so l!egrtgated 88 to permit an enlorctable lita, 
unl ... or 00111'8etbe borrower is able to give other aceeptablt 
~urity. 

~~·~ will ltnd lor the construction of needed buoi ... 
bu•ldanp, •hrn the projeet ,...ma sound and eredit it DOt 
otht ........ 1\'lilabJ .. 

The Securitiee and Exchange Commission Saturday, 
April 16th, i&~ued new regulAtions intended to simplify tho 
regit!trRlion and tli8tribution of 8eeuritiet~J particularly small 
isaucs of ~labli"hed ent.crprieee. The Commission e: t.At.ed 
thnt thete rcgulst.iontt will tend to reduce the registration 
expenses and ~ave t ima lor the rcgit~lnmt. 

To aid in the legitimate dil!tribution of such &ecuritie. 
where they appear Co be 80und ttod •-ill inerea.se employ. 
ment, we "'ill cone:ider lending to prh·ate banken and 
underwriting bankef'8 when the loans can be properly 
oeeured. We • ·ill not buy the otO<k or any prh·ate busin.,... 
Usually wben tbere it a demaod lor inv..tment eapital that 
prom.L--es a fair return, it i1 for1bcoming, and no doubt this 
•·ill be true ag.ain u bu~ineM impro"ee. 

Thtre is a "•ideepread impreMioo that many who •~ 
entitled to credit connot get credit from banko and other 
pri\·ate lending inatitutione. No one knows the extent to 
whieh this situation actually exists: but whate\•er legitimate 
demand there may be lor credit, the RFC is prepared to 
furnish, preferably in cooperation with banks and baoken . 

In this effort we would like lor every bank in the United 
States either ror the ftCCOunt or the RFC, or for the joinL 
aecount ol the bRnk and the RFC, to mak• its lending 
raeilit.ies 8\'&ilable to thOle or ite cutt.omer-depos:itort who 
feel they are being deprived of ered.iL 

We want to make it pufectly cJear that we are ool. com· 
peting -.·ith the banb, but •·ant to cooperate with them in 
providin, tredi&. 1l'htre there it • dtmand whieh rcw any 
reason the banb eannot meelo. 

5 

Regraded Uclassified



Wt WO<IId like ror banks to go_ i?to the l>roblemo or tueb 
dtpot!itorw with ft. viev.· to ll6Ctrlft.mmg whether they arc tn. 
lillc;l lo rrcdit , . , .• , though the loan bo ono whlrh the 
lmnk would nob (eel justified in mRking. 

Where the bRnk finds that tbe loan can bo 110 ... u.,.d u 
('ftSOnftblv to A81!Urc it& repayment., but. is or A Chl\r&eter 

;he bnnk . reel• it ; hould not make, wo would like ror the 
bank to hake lhc borrower's ft(lplieation And (orti•ftrd iL t.o 
II~<~ RFC agmry or its di•lriet, with ouch commonto or 
rteOmmcndaliolu a! the baok may reel jUJrtified In mokine­
Our appliratioo blank! will loe mailed to the banka atiOQo 

11 til<')• ""' rudy. 
Wt smtly pn'rci thAt th~ bank t~ke a partitiJl<llioa ia 

tht lOin, 1haring t>roporliooately "''th the RFC on tbt 
fC'C"llrity and ln rrpayment!:. 

\\' t will, when~ the bank wishes us to do to. allow it to 
('ttm• tht tntire lo.,n with a definite commitment (rom the 
nrC to tnkt ovrr, without. recourse: on the bank, tha~ put 
or t ilt loAn whi<'h the RFC undcrwrit~. The UIHlct\\'ritten 
rKJrtion of the lonn will he tnken up at liueh time or d11te aa 
rn"y be t~grced ur)(Jn when the Joan is mndc. lt .. or tl1ia 
oommilment the Rl'C will acoopt a p-.L or tho lntcmt, 
•·ithout addilio .. l charge to the boOTOwcr. Thi& will afford 
the l•onk • profit•blc investment lor iU. loanable funtb C<>D· 

' "<'rtiblt into enEh at any time. 
I Am oonvin(l('(l from our e.xperience that if lhe bankt 

• -ould ~o into the problems or more of 1heir polenti&l 
borroo·cN, thry ..-ould he able to work out many good 
ro..,, loan• that would he profitable to th•m and t~ tho 
borro..,.ro-mns that ..-ould <JUte employment and ttu••· 
latt bwinru. 

6 

The loans might run for a longer time than banken on'li· 
n!Jrily wish to mnke, but our ba.nking laws permit tong· 
t ime lonn.s, Rnd they IU 'C eHgiblo for borrowing at the Fed· 
cml Reserve should tho bunk need to borrow. 

We at tho RFC very ortcn find that by requiring a 
borrower to secure ttandby ~agreements and &ubordination 
or liens from existing creditors, or the conversion of either 
or both of th<ee into tho capital lloek or the OOITOwcr, ~-· 
are able to make wtJI·aecured loans that result in setting a 
bu!ineu on ita foet ap.in. 

I< frequmtly tak .. e~rrrul and painot.aking llttldy of an 
:tppliaant.'s t:ituation to help him rearrange his alfair:s. but 

hi.o baoker 1hould he " int.,...ted in doing thl$ u bi.o 
Go,·ern~t. 

I am aware that. bankl do not like to make slow !o3.nt, 
ur loans which lhe bank examinere eooo elAM as slon·, but 
the raet thn~ a borro~er need! money which be cannot pay 
back rxecpt over n period of five or ten years is no reason 
why a bank t~hould not nmkc ll renl effort lo a.."Sist him. 
Lon{Himc loans 11hould slways be amortited in ac:eordanoc 
with the borrower's projected ability to pay, and there ia no 
tt:ason why a bank tlhould not. carry in it.& assel& a proper 
amount of loi\Dtl of this chtU'AtlCr. Banks carry bonds whiclt 
in tl:•oory they CXJ)CC!t. to ttll wh~n they need the money, 
but. •·bieh in practice, when tbc D«'d arises, they LL~t'llly 
<Anno~ .ell <xoept at a 1..., which they ean ill afford to sus­
tain. So why ohould tht y diseriminate against a ..-eii­
~Z«ul'fd, amorti.&ed induttrial or rtal mate Joan that it • 
sound legal hank inveotmrntf 

7 
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In IIJ<aking ol bank examination•, U1e Comptroller of tho 
Cumnry, U1o Stntc bonking commill@ioners, the f'tderol 
Ocpot!i~ ln•ur•nec Corporation, nnd the F'ederal R...,rve 
Boord, euch of which is charged with the r .. pon•ibility 
ul exrunining bnnk~"J, should ogrcc upon ft unirorru ex. 
~tmin~ttion . Tltcir examiners should be inetructcd not to 
rrititit~, or ull particular attention to lonns t ha~ lite 

qualified hl\·ets-lmenls under the law, if the lotm is eound 
or properly 8e'tured, unlrss the examiner finds j hat t~ 
1>.\nk hae too large a percentage of its llll!e~ in a particular 
thorarttr of loan. Calling @()eeial attention to a loan by the 
naminer .. ually h .. the eame eft'eet Oft bank man~t 
.. i r thr loan werr crit i<iud. 

II t~eoc~ arr unable to agrre and to cooporate 
in the examination ol bank$, they ehould be rtquirrd to 
do oo by ltf:i•lath't action. 

In foimeas to bank examination!, it is proper to ••Y thai 
tntirrly too many oonktrs tell their applicant• for loano 
they cannot make the loan beeausc the examiner will criti· 
cizc it, instead of being frank with the applican~ and 
exploining why he is not entitled to t.Jie loan, ond tryinc to 
help him • ·ork out his problem. Frankness is a virtue teo 
ecldom <mJJioycd. 

With our very liberal banking laws and tho fact thai 
dtJ"''"i1e arc in!ured. making extreme liquidity unn~, 
lhtro thould be ample crrdil lor every lcgit.imato purpcee. 
Banko are bulging with loanable lunda. 

I am ~-•II a..-are that oonks "'an~ to lend, and 1uggoo1 
they try 10 fit th<ir lending pnlici .. to the credit rrqui,.. 
111tnlf of today, rathtr than yesterday. 

8 

The reeent. meeting of 111ittle bu.einess'' in Wa.!hington 
with Seeretary of Commerce Roper .. n•ed 10 create the 
imprcuion that 1'1ittlo bu!int8" is being denied credit.. The 
line of dem.-rcation between little buaine88 and big busintl!s 
is not easy to determine, 80 the term 11little" can only be 
trt'&ted ss relative. 

With t.he exception of a few large loan•, tbe "''eragc 
amount of our induotrial loano h .. been $54,760. · Thirty­
Me per cent. of all our indu!trial Joane have been for 
$10,000, or leH, 21 9' range from $10,000 to $25,000. Four 
out of t\'ery fi,·e ol the banks in whirb the RFC hae cap­
ilal are little oonks. In more than 2,500 of these banka 
our invt£tment. is S25·;000, or 1~. In another thousand it 
rangee between 125,000 and $100,000. In only 250 oonka 
do we ha~'e 1.1 much as IM)OJ)OO im·e1ted. 

I mention I hie becauee some people !eel that an applica­
tion for a small loan doea not got the same attention that 

an application ror a large one gets, when, as a matter or 
raet., it. gete muoh more, but the press docs not regard tt 

llmall Joan or sufficient news \'alue to pubHs.h. 
The same principles apply to bueiness, regardless of size, 

and the employment problem io the oame. The little bor­

rower employs rel&th·ely the aeme number of people ao tbe 
big borrol't'tr1 no more and no IH!. We gh·e !ptt.ial ton· 

<idtration to the lmlller unilf in bu•ineaa and industry lha• 
need to borroW', and would appretiate the taoperation of 
bam in this tlrort.. 

9 
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So murh hu ~n Mid about fear that • e have all beoome 
imbued with the idea that t!Omothing is wrong with lbe 
country, wl1cn, M • matter of fact, we have never hod a 
greakr abundanrc or everything needed for a really high 
•tnndard or living than we have now. Tho basi• of r>roo· 
IJCrity is confidence. We must havo confidenoo in our coun. 
try nnd conlidenco in our Government, and if we demon. 
slrot.c that confidence by action, hotter bueinC88 will fo llow. 

10 
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WORKS PROGRESS ADMINISTRATION 
•N .._, 01 [ ........ .. 

17N fCW YOflltC AY8N\M NW. 
WA8tl.....n>N. D. C.. 

lire. Henrietta S. Uots 
Assistant to tbe Secretar,r 
u. s. Treuur:Y Depart;.eot 
Waabington, D. C. 

Dear lira. notz: 

April 27, 19!58 

Attached is tbe weekJ..y memorandua on 

employment snd relief. 

Sincerely yours, 

£ -~~ 
~ 

Faerson Ross , Director 
Dirleion of Research, 
Statistics, & Recorda 

• 
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WORKS PROGRESS ADMINISTRATION 
WN ... C I Q .......... .. 

17'N ICW YORK AYKNUK HW, 
W~INGTOH, D . C. 

April 27 , 1958 

lm.tORANDUII 

TOt 

FllO'J I 

llr. llorgoothau, Secretary of the Trea8U17 

EIDUan Ross, Director 
Di~'ion of Research, 
Sta tie tics , & Recorda 

liPA .-ployiiiiilt for the welt ending April 23 eaounted 
to 2 , 545,000 persons , an increase of 150, 000 aince the week 
ending blarch 26 and 41,000 since April 9. 

The locol relief rolls appear to be leveling oft or 
decllning slight.l;r in an incrMsing n1111ber of locali t.ies pertly 

because of the transfer of relief cases to liP.t. and partJ;r aa 
a result of aeaiiOMJ. influences which pemt the closing or 
IIWI1 partial or auppl.ementary cases with the advent of warmer 
weather. In some localities wbere seasonal industries are 
important a pick-up in privnte employment is also helping the 
relief situation. 

The 1nduetrial areas, however, are not experiencing 
an;r widespread iaproTf!IMilt in privata uplo,...,t. An estiaated 
decline of 50,000 in non-agricultural aplo)'llent occurred 
between February and !.larch according to the Bureau of Labor 
Statistics. Normally a seasonal increase of 200,000 - &00,000 
would be expected during thi s period. 

It 1a eatiaeted that current.l;r about 800, 000 persona 
are receiving une~~pl0)'114Ilt coapenaation benefits. The coapletion 
of benafit periods, which ha-re a ~ duration of 16 weeks, 
1a a factor in the relief outlook for the coming 11011ths. 
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Avril 17. 1 .... 

Dr. Feis caae 1n to see the Secretary to-da:r at 
12:30. He asked whether the Treasur:r Departaent would not 
arrange to hne Congressional hearings on the HUngarian Debt. 

Mr. llorgenthau proll1sed to see Mr. Doughton and 
suggest that hearings be held and also tell him that he 
would be willing to come up and test1!y taTorabl;r. 

I 
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GROUP w:BETING April 28 1 19.38 . 
9:45 A. M. 

Present: 

R. ll.Jr: 

llagill : 

H.14.Jr : 

Lochhead: 

H • .t.l . Jr: 

Bell: 

R. IA.Jr: 

Bell: 

H.ll,Jr: 

Mr . llagill 
Mr . Oliphant 
Mr . Gaston 
Mr . Haas 
Mr . Taylor 
llr . Gibbons 
Mr. Lochhead 
llr. White 
llr. Upham 
Ur . Bell 
Mr. McReynolds 
Mrs. Klotz 

-~. --
Where•s Danny Bell? I 'll do this first . (Over 
telephone:) Congressman V/oodrum, of Virginia, 
please. CU.ff Woodrum. 

VIe can do this other. Magill? 

I 1ve got this . 

Well , you follow the Chinese. We have the Chinese 
coming in at three . White, you - is there a 
commitment running out? 

Yes, on Saturday we make our difficult l ast slide . 
I have a cable from Nicholson - rather interesting 
at this time, but it's probably just one of his 
cables . 

You never did answer &e about the Russian thing . 
(Reading cable. ) 

(Enters the room.) 

Hello, Dan. 

Good morning. 

I had another check - I checked on the •phone 
last night. I want you to listen to this, Dan. 

(Telephone conversation wit h Congressman Woodrum 
at 9:48 a . m. is attached.) 
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H.Jd. Jr: Hello. 

Operator: Congressman Woodrum. 

H.U.Jr: Hello. 
Congressman 
Clifton 
Woodrum: Yes, )fr . Secretary. 

H.M.Jr: Bow are you? 

W: Fine, thank you, sir . 

• • 

April 28, 1938. 
9:48 a . m. 

H.!l.Jr: Ah- Wood'- Kr. Woodrum, I'm cal.llng up on a 
matter 1n regard to your relief bill. 

IV: Yes sir . 

H.M.Jr: I n which I happen to have a , ah, particular 
interest . 

1'1: Yeah. 

H.~.Jr: Ah, that is to do with, ah, so-called Sel.f-Hel.p · 
movement. 

1'1 : Yes. 

H. I.I. J r: Are you famil..i ar with the one 1n Richmond? 

Y/ : Not very. 

H. M. Jr: Well ...•• 

W: Not very f amiliar with it . 

H.M.Jr: Well, you know there ' s one there, and we have one 
here in Washington, and what we'd like t o get is 
about fifteen words in the bil.l which would read 
something as follows: 

ll : Uh-huh. 
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B.!d.Jr: 

VI : 

H.ld. Jr: 

w: 

B.!I . Jr: 

W: 

a. r.t . Jr: 

W: 

B. !.I . Jr : 

'"· ' . 

H.!oi.Jr: 

W: 

a.·J.Jr: 

fl : 

H.rl . Jr: 

l,, . ' . 

B. U.Jr: 

• 172 
- 2 -

Ah, I mean - ah - "Funds made available by this 
Act may be used ~or aiding Se~-Help and cooperative 
associations ~or the bene~it o~ the unemployed or 
the under employed persons ." 

Yes. 

Now, how do I go about, ah • • •• 

Well , I think what we should do, we shoUld have 
so~ebody, ah, present that idea, and give just a 
little brie~ statement on what it is. 

Uh- huh. 

We ought to have, ah - that hasn't been gone into 
so r~, in the hearings at all . 

Well how about 1f we have, ah, W.ss Amy Guy come 
up ~rom Richmond. 

Sure . 

How would that feel? 

Sure - ah - of cours e, Richmond is in my District, 
and that puts a personal •••• 

Oh • 

• • •• touch on it . I 1d r ather divorce it from 
anything that I ' m per sonally interested in. 

Well, ah •• • • • 

But, you see, 1f - it looks like I•• putting -
they' ll say that I'm putting language in there 
to help something 1n my own state. 

Well, how about if we have somebody from the 
District? 

I think that would be very much better - somebody 
that could Just speak on the thing !rom a nat1ona}. . 
aspect. 

All right. 
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VI : 

H. U:. Jr : 

W: 

U. ll.Jr: 

i., . . . 
B. ll.Jr: 

\'/ : 

B.Il . Jr: 

VI : 

u.:J.Jr: 

1'1: 

B. !l •. Jr: 

VI: 

B. I4 . Jr: 

Yf : 

H.U. Jr: 

- 3 -

Give us a little brier information about what i t 
i s and the purpose of it. !low what does Hopkins 
say about that? 

llell, ah, - uh - lfr . Oliphant called up Aubrey 
W1ll18.111S • 

Uh-huh. 

And he ' s enthusiastic tor it. 

Be is? 

Yes . 

173 

Wel l , why don't you get, ah - get ur . Oliphant t o 
arrange to have Aubrey Williams and somebody -
whoever you pick upon, come over and give us about 
ten or fifteen minutes on it? 

Ah, when would you like that? 

Well, - ah, our hearings are set up pretty close -
I expect it would have to be llonday sometime. 

Well. 

Ah, if - it whoever has char ge of arranging it 
would call the cl erlt or the Co!111111ttee he would 
set a time tor t hem. We ' ve got a pr etty close 
schedule but we ' ll fix it in all right. 

Would you? 

Yes, indeed. 

You know they' re doing awfullY godd work, and - ah, 
ah - I think it's an economical way t o t ake care 
ot , ah •• •• 

Well I, I think - I think it is t oo, and I - just 
from what I know about it, which isn't as much as 
I ' d like to know, I t hink it's very very desirable. 
Well, I ' d be gl ad to have it, but we ought to have 
something to base our action on, you see . 

All right . Well that ' s - I tell you what we ' ll do. 
Ah - I'll ask soaebody from the Hoplcins office ••• •• 
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1'1: 

H. II.Jr: 

W: 

B.ll . Jr: 

l • • .. 
B.J.I . Jr: 

1'1: 

H.M.Jr: 

W: 

R. M.Jr: 

\'1 : 

B.!l. Jr: 

- 4 -

Yeah. 

••••• to get in touch. 

To get in touch and •••••• 

With the right pa.rty. 

••• •• if' you' ll arrange to have someone come down 
with them ..... 

Fine • 

... • and,, ah, if' they ' ll take it up with the . 
c l erk - they know bow to do that - then arrange 
for a little short hearing. 

Fine. 

Glad to do it, sir . 

Thank you, boy. 

All right, sir. 

Thanks. 
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- 2 -

H.IJ.Jr: Better call Aubrey, hadn ' t I , myself? 

Oliphant: And just give him the ball, yes sir . 

H.U.Jr : Does that sound all right to you? 

Bell: Uh-huh. 

H. !A. Jr: 

Oliphant : 

H. J.t . Jr: 

Klot~: 

H.ll.Jr: 

H.W •. Tr: 

Bell: 

H.1.f •. Tr : 

Bell: 

B.M.Jr: 

(Over telephone:) Aubrey Williams, please. 

They can take somebody from the Washington 
Self-Help to go up there . 

He ' ll be satisfied when you report your talk to 
him. - his attitude. 

(To Nrs . Klotz: ) If you h:lve that retyped for 
me I'll ••••• (inaudible) 

Omitting those. 

Copy one for me, one for Mr . Bell, one for Mr . 
Oliphant. 

(Over telephone: ) Hello. 

Operator: They expect Mr. Williams in a few 
minutes . He hasn't come in yet . 

H.K. Jr: Thanks . As soon as he comes in. 

Operator: All right. 

Now, we (Mr. Bell) go up on the Hill at eleven 
o'clock. We have an appointment with - eleven 
fifteen- with Doughten. 

Eleven fifteen. 

Did they tell you? 

They probably couldn' t find me . 

(To Operator :) Remember, I told you to tell 
llr. Bell we were going to f1P up on the Hi.ll this 
morning. Mr . Taylor a.nd Mr . Bell - I said tell 
them when I got that appointment from Doughton1 s 
office. Ho, when I got the appointment I said, 
"Notify 11r. Taylor ' s and llr. Bell' s office. If 
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Bell: 

R.M •• Jr: 

Gcston: 

B.!oi.Jr: 

Bell: 

Oliphant: 

H. '!.Jr: 

Bell: 

H. 'l.Jr: 

Bell: 

Oliphant: 

- .3 -

Quite sure , All right. Check - maybe it was 
Uiss Carr . All right. 

Ah, Mr, P'eis came in yesterday to see me and he 
wants - there's a feeling back and forth they ' d 
like us to have a bearing on the Hungarian debt 
thing, and I agreed t hat I would take it up, so 

will you have something in hal¥1 about it? 

Today? 

In case they ask us, see, when we see Doughton. 
It has to start, you see. So I told them - I 
mean back and forth, back and forth, and so forth . 
It remiroed me I'd read thai-{~~ somewhere, 
Herbert, about the editor o New York World . 

Yes . Kintner used it t he other day about 
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Fellow kicked this reporter out, and down the 
stairs . Chapin said, "I refuse to be intimidated 
that way. You go back and interview that fellow 
again. " So the State Department refuses to be 
inti.midated - they are going to send me back up 
again. Feis didn' t think it was funny. {Laughter.) 
So I - I thought i.t was very affable. 

Anyway, I saw 1n the paper where they decided to 
enter into a treaty ~~th Nicaragua to sett le that 
little i tem of five thousand dollars. Anybody i .n 
the Treasury been in touch with that? 

Yeah. It was in the hearing of the Committee. 
The effect or the treaty would be to supercede the 
law that controls ••• ••. No objection if they want 
to get a treaty. 

Well, what'll we do about it? 

Whet shall we do about it? 

Yeah. 

I don't know - don' t Y.now what is being done. It 
was just a little paragraph in the paper . 

It will go to the Foreign Relations in the Senate 
I think. 

, 
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H.li.Jr: 

Taylor: 

Bell: 

H.M.Jr: 

Magill: 

H.M.Jr: 

!.Ia gill: 

H.U.Jr: 

Llagill: 

H. l.I .Jr: 

!.lag i ll: 

H.!.I.Jr: 

llagill: 

H.U.Jr: 

Magill: 

H. !.!.Jr: 

!.!agill: 

H.M.Jr: 

llagill: 

- 4-

Well , anyway you raise the question - Taylor ' s 
responsible tor all the State Department has to 
do with finance, customs, and all trains going 
West, so will you look it up? 

This is that weekly collective income tax of 
Nicaragua . 

Offset against the foreign debt of Nicaragua 
to this Government. 

(To Mr. Magill:) You're coming in - you're 
following the Chinese. 

Yes sir . 

All right. What else. 

Do you want these figures on the British-American 
inc0111e tax? (Hands H. lti.Jr. sheets - 2.) That 
first sheet shows the amount ot tax; the second, 

the amount or percentages . 

Well now - ah - we had a uiscussion last night -
what about all the other state taxes and all that? 

That's covered on the second page. 

I think I'll take my time in looldng at that. 

No, I wouldn't do it now. 

I'd like to read it carefully. 

Mr. Doughton called up this morning and wanted to 
know what you were coming up about. 

Will he have other people there? 

I don't know. He didn't say. 

But he knows? 

He knows. 

Swell. AD;ything else? 
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Bo. I'm worldng on that matter we will talk about 
this afternoon. 
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H,M.Jr: 

178 
- s -

(Over telephone:) Bello. Aek Chief Wilson to 
send me up the time the President leaves, or tell 
me on the phone what time the President leaves 
tomorrow. 0. K. 

(Conversation with Kr. Aubrey Williams at 9:57 a.m. 
attached .) 
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Operator: 

Aubrey 
Ylilliams : 

H.I!.Jr: 

"'• ... 
H. 'i. Jr: 

r:: 
H. \l . Jr: 

11: 

H.:.t . Jr: 

Uf • ... 
H.!J.Jr: 

\V: 

H. ~.~: . Jr : 

W: 

H.M.Jr: 

W: 

H. ll.Jr: 

W: 

Kr. tlilliams . 

Hello, 

Aubr ey. 

Yes • 

Henry ~orgenthau. 

Yes, Kr. Secretary. 

How are you? 

I'm fine , thank you, sir . 

April 28, 193 8 . 
9:57 a . m. 

Aubrey, Herman Oliphant told me he talked t o you 
about that little amendment on the Self- Help. 

Yeah • 

And I gather that you ' d like t o see t hat i n? 

Ver y much, I think. 

Good. Now, I called up Cliff Woodrum and spoke 
to him a few minutes ago, and he said that it rs 
fine ; he ' d like to see it i n. 

Good. 

But, he said he ' d like to have it presented by 
your organization, plus someone, ah, from the 
Washington Self-Hel p rather than from the 
Richmond, because he says that ' s his Di s trict, 
and he does n't want t o make it ~o per sonal . 

Yeah. 

And he said it you people - now that I've called 
him - would ask his clerk to put i t on for 
Monday, you would - you 'd have it - give i t ten 
or fifteen miaates on Konday. 

Yeah. 
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H.M.Jr: 

VI: 

H.Jl .Jr: 

W: 

H.lf;Jr: 

W: 

R.ll.Jr: 

W: 

R.M.Jr: 

W: 

R.M. Jr : 

VI : 

H .~.Jr: 

W: 

H.id.Jr: 

W: 

R.l&. Jr: 

VI : 

H.!l . ,Jr : 

W: 

- 2-

But inasmuch as you ' re handling the bill, I got 
the distinct impression he'd like you people to 
ask for it. 

Well, that ' s all right . 

Now I tve - h8 knows I'm for it; he said he ' s for 
it . 

Good. 

.A.h •••• 

That ' s fine. 

Now, ah • • .•• 

Well, now, who would come up from the Washington 
Co-op? Could Krs. Korgenthau come? 

I don't think so. I don't want her 

You'd rather not - well , who else? 

Well, I - I'll check with them. 

...... 

You - you• l l let me know - you, ah, you'll let 
him know, ~ill you? 

I'll let you know, because • ••• 

All right • 

•••• you're going to ask - you will ask for the 
appointment? 

Yes, I will. 

Because you're handling the bill, aren't you? 

Yes . 

And, I'll get in touch, and before noon today -
ah, oh - soaetillle during the day I'll either 
phone ·you or drop you a note. 

Well, that'll be fine. 
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B.!l.Jr: 

I" . • • 

R. ll.Jr: 

W: 

B • .ll.Jr: 

W: 

H.M. Jr: 

W: 

H. loi . Jr : 

W: 

H.M. Jr: 

W: 

H. ll.Jr: 

1'1 : 

- 3-

But - but can I leave the rest to you now? 

Yes. And, ah, it I want aeything lllOTe - it 
Clift thinks anything more - ah - you ought 
to be in it, I ' ll call you. 

That's right. Well, I - I've expressed my 
interest - told them I thought it was good; 
I 'd like to see it. 

Yep. 

181 - ... 

Ah, and he says he's tor it; he thinks it1 s good. 

Well that - that's grand . 

But he said he ' d - he ' d put it on for Monday 
if you people ask tor it. 

Yeah. 

And, we - we'll furnish somebody who is familiar . 

All right . Thank • •• • 

How's that? 

Thanks very much, Henry. 

Thank you. 

Goodbye. 

·. 
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H.W.Jr: 

Oliphant: 

Bell: 

H.M.Jr: 

- 6 -

!low -

(Te.lephone rings . ) Hello. Thank you. Eight 
o'clock tomorrow night . 

(Side conversation with Mrs . Klotz. ) 

(Nods to Mr . Oliphant . ) 

I sent to Bell my memorandum on the status of 
Ickes • legislation. (To Mr. Bell:) Did it 
come to you? 

I haven't seen it yet; it's probably upstairs on 
my desk - in my basket. " '- -
Vlell , now, in that - you ~n•t know? 

Bell: Not yet . 

H.M.Jr: You ca.n tell me when we go up together. · 

Bell: Yes . 

H.M.Jr: I see in the paper - I •m rather surprised - that 
Admiral Peoples is on the Bill asking for sixty 
million dollars for two or three post offices for 
every Congressman. 

Gaston: Two t or every district . 

Bell: That includes sixty million on the banks. I knew 
that was coming; I think they bad a conference 
yesterday at the White House with Admiral Peoples, 
Woodrum, Harry Hopkins, ani Ickes. I think 
the sixty million .was discussed. 

H.M.Jr: Will you have Ickes tell you • •• • • • 

Bell: I ' ll find out. 

B.U.Jr: Will you? 

McReynolds: (Inaudible :) My understarning - the President -
they merely called him. 

Bell: The Chairman of t he Collllllittee dil!n't think they bad 
a cha.nce in bringing out a twenty-five million 
dollar public building bill ani getting by with it 
on election year. 

1.82 
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(Side conversation with Krs. Klotz. ) 

Berlll8n? 

Oliphant: That ' s all, I think. 

H.~.Jr : (Bods to Kr . Gaston.) 

Gaston: I ----

H.U.Jr: (To Mr. Oliphant: ) I think when they go up you 
might have Hester go with them, just to •••• • 

Oliphant : When they go llonday? 

H.U.Jr: Monday. 

Oliphant: Yes, I 111 have him watch it; then he can keep 
his eye on it. 

H.M.Jr: Please. 

Gas ton: I talked to Mr . llagill and Oliphant yesterday 
about this question of tax exempts . Paul Betters 
has put out a state.ment indicating our tlosition, 
to the Conference of Mayors, in regard to removal 
of the exemptions on local securities, so I got 
a hold of Paul Betters and arranged to have him 
come in tomorrow morning and Oliphant and some of 
the rest of the boys are going to give him a 
lesson on tax exempts a.nd their arrect on the 
f i nancial picture - state and local. . 

H.M.Jr: What else? 

Gaston: Fortune magazine bas been approaching us, both 
directly and indirectly on two differ ent proposi­
t i ons . One is for some work in the Bureau of 
Internal. Revenue - statistics of income - of 
t r acing fortunes of three hundred - or incomes of 
three hundred thousand a year in some given year, 
and tracing it forward a.nd backward and see what 
happens to large incomes . It is - I beard later 
it is something Toromf Corcoran is very gr eatly 
interested in. I ' ve had some talks with editors 
or Fortune 1118gazi ne since, and they are going to 
have some ar t i cl es on the distributi on of wealth. 
It seems like a wort~ action to take. I've been 
talking to Magill abo~t it. 

:,83 
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n.M.Jr: What do you say about it? 

Magill: It ' s a good idea, from our point of view. 

H.M.Jr: Well , will you and Oliphant and - you, I mean, 
and Gaston and - I ' ll appoint a committ ee of you 
and Gaston and Commissioner Helvering, and whatever 
the three of you decide - you, Helvering, and 
Gaston. I 111 let you handle it , Okie doke. 

Gaston: We've already been looking into it the last week. 

H .~ .Jr . ~he three of you handle it. 

llagill: I think we ought to do it for our own purposes . 
For our own purposes, we couldn't do it immediately. 
It, for our own purposes it is given out at all, 
it would be given out tor everybody's benefit. 
Corrington Gill, who is one of Fortune's 
intermediaries here , said he would be very glad 
to give a w. P. A. allottment for that, or any ot her 
worthY research projects that we might have in 
mind here. 

H.M.Jr: Well, I still say •• ••• 

Oliphant: Isn' t it a white collar project? 

H.M.Jr: Oh no; they ' ve cut them right and left throughout 
the country - they've cut them right and lett. 
How many have we given up, Kac? 

lolcReynolds: We haven ' t actually given them up by revenue 
processes . As a matter of tact they 1ve called 
them of their own volition, so the only one's 
we've given up are the ones being completed. 

Gaston: The other thing which was the other project of 
Fortune, which came to me, through Corrington 
Gill, was that they ' d like to have a special 
story on the stabilization fund - the same thing 
they tried with us a year ago, and I told them of 
our previous experience with them and told them 
there was nothing in i1; it t hey wanted to write 
a story on the basis of what was in the newspapers, · 
all right, but I didn't see bow they could get 
llJlTthing more. 

H.M.Jr: How does Corrington Gill get into this? 
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Gaston: 
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Baas : 

H.M.Jr: 

Baas: 

H,M,Jr: 

Baas: 

Gaston: 

H.M. Jr: 

Gaston: 

H.M.Jr: 

Gaston: 
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Some of the editors or the Fortune bad asked b1lll 
to ... . . 

• 
On a retainer basis , is he? 

Better make something click up here< All r ight, 
what else , Herbert? 

That ' s all . 

Thank you. George? 

(Hands H.M. Jr. black book. ) Most impor tant 
figure i s another week 1D the right direction. 

What else? 

185 

Well , do you - Jones put out a preliminary estimate 
on railroad carloadings. 

Yeah. 

But you can ' t use that in connection with the 
times index, because we don't get a breakdown. 

What do we indicate this week? 

It was down. That is t he total. 

It ' s down. 

Yes. 

Well, on that basis, the New York Times business 
index this week will strike an all-time low. 
That • s always borne out on P'riday a.i'ternoon. 

In the total, but the miscellaneous is weighted 
nineteen, where the total is only weight~d ei ght. 

You mean an all-time low? 

I mean, going baCk to • •• • • 

' .35 . 

This present - tor ~his period. 

Si nce the peak. 
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B.M. Jr: 

Taylor: 

H.M.Jr: 
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Yeah. That's wrong! (Picks up newspaper . ) 
Twenty-nine seven. George, this is wrong. See, 
thi s says eighty-nine seven, but the previous week 
here - I thought it was wrong - as against 
ninety-one. It's 2.3. 

They r evised that. 

2. 3. 

Yes, it should be t hat, according to the paper. 

I've got kind of a funny brain. 

Pretty good, I think. They frequently revise 
that from one week to another. I'll check it. 

Which makes it much worse. I mean, that makes the 
power index, which is forty-nine per cent ot the 
whole index, ott two point three. 

That also ••••• 

All right. 

We've got a letter from John Fahey, wondering ••••• 

With or without cigars? 

This is without cigar s . And what he wants to 
know is whether he can have the comments t hat are 
made by the other agencies . I talked to Dan 
about i t , and Dan, in his capacity as Director of 
the Budget is going to pass that information on 
to him. 

Well , t hat' s up to Dan. 

Yeah, and I thought we could say that we under­
stand that the Acting Director of the Budget i s 
passi.ng on the comments so as to clear up the loose 
ends. 

0 , K. O. K,? 

(Nods "Yes . ") 

(Side conversation with llrs. Klotz: I won' t 
commit JII7Self on charities, and I won't be on any 

committees . ) 
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I don•t know whether any of you people saw the 
story written on the P'ord interview yesterday -
one written by the Detroit fellow? 

Jay Hayden - yeah. 

You•ve seen it? 

It ' s in the Times . 

No, no. The one in the Times ••• •• 
(Detroit) 

One of the papers quotes from the/Free Press -
says so forth and so forth - written by Prevost. 

This story is signed by Jay Hayden. 

The one I mean is in the Washington Past, about 
Eccles. Well, get the Detroit paper; I 1d like 
to see the whole thing . 

I didn't see that in the Times . 

Herbert, I think they referred to Prevost ' s 
story. 

Which is the one in the Post. See if it's in 
here (several news clippings) while we're on 
it, will you (Gaston)? ••••. that Ford and 
Eccles got into an argument. 

That was on the air this morning, that Eccles 
and Ford had an argument, Ford thinking that it 
wasn't a good idea to spend . 

(Side conversation with Mrs . Klotz) 

Anything else? 

(Nods "No .") 

(Nods to Yr. Gibbons.) 

No. You're not going to do anything with the 
Judge's letter that you got? 

I ' m going to answer it, personally. 

I'd like to see a copy of it. 

187 
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Gaston: 
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The French continues to support the franc -
let it slip out a little bit - br~aks it down to 
)07 - still costing them plenty ot money to do 
it. I imagine they 'll have to do it. Loans 
continue. 

That's all I have. 

I want the original story out ot the Detroit 
paper. I · want the original . 

I can get it quicker by calling up Cliff Prevost 
and getting him to send a copy of his story over. 

(Points to 11r. Wll.1,te,J .:s - · 
' · 

We're collecting - still collecting figures 
Japanese a.nd Chinese trade on our own. I was 
wondering whether you thought the interest 
has died down a little and we can stop. We have 
two men in New York on the payrol~. It1 s becoming 
a little less significant so far as our Chinese 
trade is concerned. 

Yeah. Yes , I'd - suppose you stop it as of when? 

End of the month. 

First of Kay. 

First of !lay. We'll make a survey of the analysis 
of the trend of the trade, and indicate we•re 
dropping it. 

Anything else? 

No. 

Here's John O'Brien's story . Of course, he got 
that from Prevost. 

Yeah. Anything else for you? 

No. 

188 

Wac after - before I leave tomorrow - and I may 
be ~ble to do it in the afternoon - I want to sit 
down with you and White a.nd fix h1m up on the people 
he needs, s.ee? 
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McReynolds: Yeah. 

H.!l.Jr: 

Upham: 

H.U.Jr: 

Upham: 

H.!.I.Jr : 

Upham: 

H. r.t . Jr: 

Upham: 

H.~.Jr: 

Upham: 

H.Lt . Jr: 

Upham: 

H.U.Jr: 

Upham: 

H.ll. Jr: 

I mean, before I leave town tomorrow. 

(Nods to Mr. Upham. ) 

I have nothing. 

Are you making any progress? 

VIe reached a definite and final disagreement on 
one of the two problems yesterday, and we'll 
probably reach an agreement today on the other. 

Well, now, I 1m going to follov1 IllY own technique 
I 1 ve a.lways followed - we ' re going to get ready 
on it whether you disagree or not. I want t o 
call in a half dozen peopl e I have in mind . It 
takes time to get t hese fellows i n town. I can 
invite them, say for next Vlednesday; you think 
it will be safe? 

Yes , I think so . I think we 'll finish up t oday 
or tomorrow, so we can report back just what these 
three men ••• . 

l/ednesday morning, you say. 

I think so , unless you want to give more time, say 
to Eccles and Cr owley, and Diggs , to decide whether 
they want to over- rule these . 

Well , I ' d see t hem Tuesday - those people. ~~ 
not let ' s say we ' ll have a meeting·with those 
people - t he bosses, so to speak - a t ten-thirty 
Tuesday. 

All right. 

That would be the people that met here the other 
day . Vlill you make those appointments? 

Surely. 

You know who was here? 

Yes. 

And then let's say ten-thirty Wednesday, with the 
people. I'd like to do it right now. I want 
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- 14 -
190 

Tom Smith, Jeff Coolidge, White, who is the head 
of the bank examinations of the State of New 
York, isn' t it? 

Yes . You mentioned Broderick the other day. 

Yeah, Broderick. Vlould you? 
good man. 

I think he's a 

Vlell , I thought the Federal Reserve peopl e have a 
reservation on that; per haps they haven' t. 

Well , I haven ' t . He ' s satisfactory to me. And 
would you have a New York City man? 

I think 1t might be more impor tant to have a small 
banker . 

Ylell , who? 

I don 't know, other than someone like Smythe . 
Maybe he ' ll do for that. 

Yes , I think he will . Anybody know •••. 

I know lots of small bankers , but •• . . • 

Yihat about l.lr . Adams? 

No. He ' s not so small . 

You can get White or Broderick to pick one or two -
to bring them down. 

All right . Tell White -

Which one, t b4s White? 

Yeah. flould he bring - I mean, these people I 
know, I think - take a man like Tom Smith. 

Tom will be here in the morning . 

Can you clear with Tom and let Mrs . Klotz know? 

You want to see him? 

Yes . Then we can ask hi.ID . 

'fie can pi ck up a banker locally, perhaps. They 
are coming in all the time. 
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Between now and nine-thirty tomorr ow, think about 
it, will you? But those are the people I ' d like 
to have, 

(Side conversation with Mrs. Klotz:) •.• that I 
want them to come down here ten-thirty Wednesday; 
that we •re going to have some new regulations on 
bank examinations, and l 1d like to show them 
to them and get their advice. 

There was a small Pennsylvania banker in to see 
Diggs, a friend of his - but he ' s got the worst 
bank in the United States . 

I know Commissioner ~~te, ~f the Ban.~ of New 
York is an able fellow, and I know that Broderick 
is a fine fellow; we •ve got Smith, Coolidge, 
Broderick, and Commissioner Ylhite. That ' s all . 

You don' t need any more . Harvey Gibson is friendly 
to the Administration. 

Yeah. 

Of course , he's a big banker. 

:!cReynolds: Take a small banker from Washington. 

Upham: 

Gibbons: 

!JcReynolds : 

R.:!.Jr: 

We can find one . 

It•s purely a mechanical process . 

You can take To~ Groom, who is head of t he local 
Bankers' Association. He runs a small bank, but 
it's t he best run bank here in town. 

Is he a good man? 

McReynolds : He's head of t he local Bankers' Association- local 
Chapter . 

R.U.Jr: You know him? 

Bell: Not very well, but be ' s got a good reputation. 

UcReynolds: I know him personally. I know he ' d qualiry in 
that field . 

H.M. Jr: All right, let' s nave him up here . 

191 
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JlcReynolds: I only know one thing that is wrong with him. 

Upham: Be slices? 

ucReynolds: No, he doesn't r efuse to pay my checks . 

H. r.t .Jr: 

Upham: 

H . I~ .Jr: 

Bell: 

H.ll.Jr : 

By all means , have him come in. And if 
anybody between nov1 and tomorrow has any 
sugeestions - I don't want a to~ meeting, but I 
am not going to get out a lot of rules and 
regulations Without checking wi.th some people 
other than the people here. When we begin 
to talk about r emoving the name "slow" from all 
things, I just want t o be about a thousand 
per cent sure. 

(Nods to llr. Upham. ) 

That's all . 

Huh? Dan? 

I have nothing. 

Mac? 

McReynolds : (Nods "No. ") 

192 

a.:J.Jr: wac, I'm just going to say hello to Urs . Campbell -
can she come in now? 

OOoOO 

• 
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R.!l.Jr: 

Operator: 

R.M.Jr: 

Operator: 

R.M.Jr: 

S: 

R.loi . Jr: 

S: 

R. ll.Jr: 

S: 

B. !i . Jr: 

S: 

R.!l.Jr : 

S: 

H. •A. Jr: 

S: 

R.ll.Jr: 

Bello. 

Mr. Willi ams• secr et ary. 

Thanks . 

Go ahead . 

Hello. 

Apr il 281 19.38. 
11: 00 A. ll. 

Secretary Korgenthau, this is Kiss Smith, 
Mr. W1111amst secretary. 

Good. Tell Mr. Willi ams- I•ve talked to h1m this 
morning about getting this clause in to take care 
or the Sel!-Relp Co-ops. 

Yes, I hear d that. 

Good. Now, W.ss Edna Lon1ga.n, of the Treasury • • •• 

Wbo is that? 

Miss Edna Lo.niga.n. 

Yes . 

She ' ll go up t o - to represent - to explain the 
Self-Help thing. 

Yes . ADd that ' ll be on Konday, won' t it? 

Yea. Now atteJI Mr . W1l.l1ams has gotten the time 
t ba t 

1 
ah, 11r. Yloodrum' s going to allocate ! or 

that, would you let Miss Lon1gan know direct? 

Indeed I 11111, Secretory - llr. Secretary. 

Can I forget about i t? 

Ah, yes , you can. I'll - I'll call it to Kr . 
Willi ams ' attenti on and call you right back. 

Well, y~u needn' t call me - you call Kiss Lon1gan. 

1.9J. 
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Well, I ' ll call Kiss Lonigan. 

Edna Lonigan. 

Yes . 

Thank you so much. 

All right , sir. 

Thank you. 

194 
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April 28, 19~ 

3 p . m. 

195 

Present: 

time. 

Chinese Ambassador 
l!r. Taylor 
Mr. Lochhead 

HU ,Jr: How's t he war? Llaybe I shouldn't ask. 

Ambassador: I ho9e you are getting t he bulletins. 

llli , Jr: Yea. 

Ambassador: That we receive from Hankow from time to 

HM Jr: I see by t he paper t hat they may flood the Yellow 
River Vaiiey there . 

Ambauador: 
are very unwilling 
r1ble. 

I suppose that ' o the l ast resort. They 
to do i t. For the farmers 1t will be ter-

HM ,Jr : You wer e going t o give me anot her map. You 
cade one up. 

Ambassador: Do you want another one? 

llli , Jr: If you could. 

Ambassador: Sure. 

ffi! , Jr: Make a new one showing t he various groups. 

Ambassador: I will give you one where t he fight i ng is 
goi ng on. 

l!li,Jr: How t hey got the material in. 

Ambassador : Giving t he Northwest, the whole Eastern 
area from Canton up omitting t he Western City. 

HU,Jr: Yes, but how t hey got that stuff in t here. For 
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1nstanoe, have they finished that road? 
you ask? 

Ambassador : Yes, I will. 

The Burma. Would 

HM.Jr: I think the last time it was 15 or 20 miles. 

Ambassador: Yes. 
about t he middle of Anril. 
~onder whether it is ready . 

We were told it would be ready 
Now it is about t he end. I 

I will certainly ask them. 

Dr. Kung has just wired me aaain ask1ng me to convey 
t o you and your Government our appreciation of the way our 
silver is being accepted here and I think the last arrange­
~ent will be ••••• 

Ur. Lochhead: Saturday. 

Ambassador: Tomorrow, isn't it? 

ID1
1
Jr: We take 10,000,000 Saturday. 

Ur. Lochhead: That clears up the last arrangement 
we had. 

Ambassador: And we still have some left. 

HW.Jr: How muchl 

Ambassador: Which we would like to dispose of. I 
t hink from 50 to 100 million ounces. 

Hloi , Jr: You still have that much? 

Ambassador: Yes . And I wonder whether it would be 
possi ble to make arrangement s . 

HM Jr: Well, I am seeing the President tomorrow and 
I will as~ him. I don ' t think I will have an answer for 
you before Tuesday. 

Ambassador: Before Tuesday? I will be away on 

Saturday, 

HK.Jr: Well, I won't be here either. 

Ambassador: I will be back by the end of next week. 
I have to go to Detroit. 

!96 
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HIJ,Jr: Will you be baok next week? 
' 

Ambassador: Yes. 

HIJ,Jr: When you get baok will you give me a ring? 

Ambassador: Yea . Surely. I w1ll. 

Hll,Jr: I will have an answer tor you then. 

Ambassador: I think we are goi ng to have, say, 
50 million and instead of bi - monthly it it could be weekly? 

HM,Jr: 5 million a week? 

Ambassador: I mean 10 mi llion a week tor five weeks. 

Hll Jr: I don' t know. God! We have bought a lot 
ot silver! I don't know what we a r e going to do with it 
all. 

Ambassador: Well, anyhow, we will l eave i t in your 
hands and await your word. 

KM,Jr: I heard lladam Chiang Kai-Shek on the radio 
last night . 

Ambassador: Not eo cl ear. 
the sentence. 

I could not catch all 

HU,Jr: She spoke t oo f ast . 

Anbassador: Yes, she spoke too fast. 

HW,Jr: It was at a quarter or seven. 

Ambassador: That's right. 

HU,Jr : But it she had Just t alked a little slower. 
Some ot t he words came so fast . 

Ambassador: Yes. I only got about a do~en complete 
sentences. 

HW.Jr: She talked awfully fast. 
night was that? 

What time of 

Ambassador: That would be morning. I think that 
would be about eight o' clock i n t he morning , ao ahe waa 

Regraded Uclassified



-4-

talking the next day an hour early. 

Hli .Jr: Well, Mr. Ambauador, we will get that 
nnd then when you come down next time if you would have 
a map for me? 

Ambauador: I will. 

Hli.Jr: I suppose t he State Department knows, but 
do you have a sort of buying machine here? 

198 

Ambassador: We have several organizations. I think 
the one that 1s buying t he moat i8 

HI.I.Jr: I8 that Government ownedl 

Amba8aador: No. It's pri vately owned . The Pres­
ident or Chairman, K. c. Lee, has very good connections at 
home and he has been buying quite a good deal of our ammuni­
tion and planes. 

HK.Jr: What proportion of your buying do you do in 
the Uni~tatea. Have you any idea? 

Ambassador: You mean a8 compared with what we buy 
elsewhere? 

IW ,Jr: Yes. 

A mbaaaador: I think we have been buying a good 
deal. 

HI.I ,Jr: You wouldn't knowl 

Ambassador: I don't know t he exact amount. 

ID1,Jr : Just curious. 

Ambassador: I would imagine we buy a lot in Europe. 
There are 80 many countries~- England, France and Germany, 
I taly. Even nowadays we get things from Germany, and 
Russia, so I would imagine t he amount compared with Europe 
,;ould bs higher than t he amount bought here. 

And now, )lr. Secretary, if I ~ have a few minutes 
with you, ott t he reoord. 

(Mr. Taylor, Mr. Lochhead and Kiss Chauncey left 
the Secretary' s office, t he Ambassador remaining with HX,Jr.) 

oOo-oOo 
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April 28 , 1938 

3:30pm 

l!r. Taylor 
t:r . Lochhead 
Dr. White 

The Chinese Ambassador came in end he wanted to 
talk to me on a very confident ial matter. He ssid that 
he :'l&d seen l.lr . Sumner 17elles yesterday and had asked 
him if he had heard any ruoors that t he Japanese were 
approachi ng or would approach President Roosevelt to 
c:edia te between J apan end Chi na; that Hr. Welles had 
infor:ned him that he had heard of no such move on the 
pert of t he J apanese. 

The Chinese Ambassador t hen V'ent on to say t hat 
1f such an approach were to be made t hat he f'el t that 
the Chinese , havinG such great oonfidonoe in President 
Roosevelt, would be i nt er ested or ovi ded that the J aoan­
esea id not try t o drive too her d a b~rgain and that' t hey 
would l i ke t o go back to the situation in China as it was 
on July 7th, last year. 

159 

I got the distinct ree l inG t hat t he Chinese Am­
bassador was sound ing me out ~ith the hope that I would 
cocmunicete hi s oon•rersat i on to Pres i dent Roosevelt a nd 
that they, the Chinese , would be pleased to have the 
Presi den t act as medi a tor between t he Chinese and J apanese. 

He t hen went on to t ell me that t hey had only 
100 million ounces or silver lef t and t hat they had enough 
ernounition and supplies t o las t them the balance of this 
calendar year, but after t hat they would have to get 
credits and wanted to kno~ what t he chances were of 
floating a 950,000 ,000 Chinese Liberty Loan in this 
countr y . I told hi m tile chances of getting anyone to 
buy 1t were slim. He furthercore asked me whether we 
would buy another 50 , 000 ,000 ounces of silver as our 
present agreemen t expires th1s week and t hat this time 
l'lould we please buy at the r ate or 10 ,000 ,000 ounces a 
week. I told h1m I rtould t alk to the Presi dent about 
1 t tomorrow and would let him know next weelt • 

.. 
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I then called up Sumner Welles and t old him that 
the Chinese Ambassador had been in to see me and that I 
had got the distinct feeling that he ~as trring to ad­
vance the i dea t hat President Roosevelt act as mediator 
between China and Japan. Sumner Welles said that thie 
was most interesting as he had gotten distinctly the 
opposi te viewpoint . I promised Sumner Welles that I 
~ould send him a memorandum of mr conversation with the 
Chinese Ambassador and he said that· he ~oUld send me a 
copy of his memorandum. 

• A 

.. 
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AprU 21, 19,. 

., clear Ill'. Welle a a 

Ia aocol'ClaaH with ~ tel .. 

' pbOila OODYR .. tlOil of tMq l M 

undllll you bera'ritb a -r•' 
ot WI¥ coc•er•nloa today wltb U.. 

Chlll••• Aabaeaador. 

!he aoaorabla, 

!ha Da4ara .. ratarT ot ftata. 
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., dear ... Welloll 

Ia aoo01'du" wttb • tole­

pboDo ooaYoroatloa of toCer I .. 

l_,tq FGII& IMHritb a _r.._ 
ot 1111r OOiaYVaatloa tedq wttal tale 

CblDoao ._.•••ador. 

Slaooroq, 

tho ... orMlo, 

tho lllldoraoorotarF of ftato. 
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_, •••• ... well••• 
ID aoool'daaoo ~Ub • tole­

pboDo oo .. oraaUaa at ,_.. l oa 

a..Staa TOU IMroaita a -.. a 
ot .r oaaYeraaUoa tocs.7 Witb U.. 

Chill ......... .... . 

811aoOI'olJ'. 

tbo lloaornl•• 

!be lla4or-nal'7 ot ftato. 
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April 28 , 1938 

The Chinese Ambassador cams i n and he wanted t o 
talk t o me on n very confidential mat ter. He said that 
he had seen Ur. Sumner Welles yesterday and had asked 
him if he had heard any rumors t hat the Japanese were 
approaching or would approach President Roosevelt to 
r:;ediate between J apan and China; that Mr. Welles had 
informed him that he had heard of no such move on the 
part ot the Japanese . 

The Chinese Ambassador then went on to say that 
it such an approach were t o be made t hat he felt that 
the Chi nese , having such great conf idence in President 
Roosevelt, would be interested provi ded that the Japan­
ese did not try to dri ve too hard a bargain and that they 
~ould like to go bnck to the situation in China as it was 
on J uly ?th, last year. 

I got the di stinct reeling that the Chinese Am­
bassador was sounding me out with the hope that I would 
communi cate h1s conversation t o President Roosevelt and 
that t hey , the Chinese, would be pleased to have t he 
?resident act as mediator between the Chinese and Japanese. 

He then went on to tell me that t hey had only 
100 million ounces of silver left and that they had enough 
runmuni tion and supplie s to last them the balance ot t his 
calendar year, but after t .hat they would have to get 
credits and wanted to know what the chances were of 
!'loating a $50,000,000 Chinese Liberty Loan i n this 
country. I tol d him the chances of getting anyone to 
buy 1t were sli m. He furthermore asked me whet her we 
~ould buy another 50 ,000,000 ounces or silver as our 
pres ent agree10ent expi res t his week and t hat this time 
would we please buy at the rat e of 10,000 ,000 ounces a 
week. I told h1m I would t alk to the President about 
it tocorrow and would let him know next week. 

204 
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Secrctar,r Wcrgonthau announced todQT thnt tho following proclacation, 

tJl4 r<f€U].I\Uona r olatl.ng to. dlTor wore reYOiced todq, -'!>ril 28 , 19381 

(l) ZXocutl•e Order No. 6814 dntod Auguat 9 , 1934, and 

tho noendnent thoroto , lxecutiw Ordor No . 68954, 

datod Bovoobor 2, 1934, 

(2) Proo1111:l4tion No . 3:)92 of Au.,"'1lAt 9 , 1934 (except 

certnin proTiaions relative to aottlooont for nowl;r­

ninod docostic silver rocetvod b)' Unttod Statos coinage 

nint s Wl4er Procl/JIW\tion Jlo. 2067 of Decenbor 21 r 1!133, 

ae D041fie4) , 

(3) !rho Orders of tho Soorett117 of tho 'l'roa1U17 of Juno 28, 

1934, lllld IIIQ' 3:) , 1935, 

(4) 'l'he Silver Rogull\tiona of Auguat 17, 1934, no ocendod. 

'l'ho rovokGd lb:ecuttve Order tu~d Proc1acat1on required tho delivery to, 

and directed tho r ocoipt b)' , tho United Stotoa Dints of silver oitue.ted in the 

Oni ted Statea on .A.ueust 9 , 1934. 

!he revocation of tho Or-dora o f tho Socretar)' of the Trooaur;y oU::linates 

tbe roatriotiona icpoaGd by euch ordoro upon the icportnt 1on and o:~portation of . 

'l'he revoked rogulations wore ieauod under, and I.Dplacented , t ba r.,...oked 

procla:lation and order• and prescr11>od tho r equi red raporta and r ecorda re1at1va 

to silver holdings and t r anaactione. 

!he revocation• in no • BT affect tho eppUeation of the tax on ailvor 

transfers under subdivision 10 ot aehedulo A of titlo TIII of the ltoT8l\Ua Act of 

ae added b;y eection 8 of the Silver Purehoee Act of 1934. 

LU:owiae, tho rovoCI\tion• do not in etJ;T wq atf oct the continU8d receipt 

of n•l;r-n1J;l8·d dncutic ailver under the Prcclanation bT t ho Prooident of 

».cenber 21. , 1933, aa codified. 
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Ill cSe&J' Jlr. DebHI 

n.• , ... lor JOU' 1•"•• or 
Al)r ll 27'h wnb Uo 1110lenro. 1 

~proola'- 1ov oo•noq 111 •liiU­

U~~g UUa ~ ... 

'fboe _...._ h nUrelJ 

egroKble ~ • all4 1 ba,... aoUU.C 

to &44 .. u. 

Hr. Fre4erlo A. ~laBo, 
Cba1N&II, MY!OOPJ ee-l''-•• 
li&Uo.al Jloeou ... • eo.lUoo, 
W~agtoa, D. c. 
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NATIONAL RESOURCES COMMITTEE 
NORTH INTtJIIOII IUilDING • 

WASHINGTON 

April ?:1, 1938. 

!be a-rall1o, 

!be •cnta1'7 of tho fre..a.q, 

ll;r a.w llr. •crota1'71 

Ia ordar DOt to T1o1oto e»:r coJI!l4aDCo I llaYo 

otato4 b wrltiac what I cot cro.t of ov coJI!eroDCo 

~1torlq oo that I ccro.l4 ci.,. lt \o II)' colle~o 

oa tho AclYlooey Coult\oo of tho lloocvc .. Coal\­

, .. , llltt I wcro.14 Ul<o t o ba.,. JGil loolc lt o.,.r Oll4 

correct or ell4a ~lac that JGil 4o not lll<o. 

1 11Pproc1ato .,ro tball I can tell 7ft JOIU" 

~ Oll4 frio11417 rocopUoa. 

2J~ 
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IIIJI)WW)l J'Oih 

NATIONAL RESOURCES COMMITIEE 

NORTH INTERIOR BUILDING 

WASHINGTON 

.Aprl.l 71, 1938. 

J)r • Cbarlea a. lltrri .. , Qotcep 1 
111. 

Mr. harielq lllul, ..., tort< cur. 

Mr. Re».r7 II. lle=hon, JraaiJ~Cb.aa, llau. 

I callocl. on \he S.oret&rT of t he fl'MtlllJ7 bJ appolntJtent reater­

d.a;f aftei"'IIOa ed ... w1 th 111.11 tor aboa.t tortr-n ... atn.t... Be 

recel'Nd • ftrT cord1ell7, llllcl. wlaea I preMated a copr of 011r 

Public Worlca Pl..Uac lleport, wl>1cla c- ov.t 1n Decoaber, 1936, lie 

a.l:dtted that be bacl. lleftr MOll U before , •d 1a tile OO'II.J'M of tile 

connraat1on lao 1ncl.1catecl. that be lr:aew ftJ7 llt\le a1>011t the wort< 

we were cl.ol.JIC. Be t~t of ua u a coaltteo that wu Mt 1IP to 

plOA tor apeadl.JIC ed be bacl. nenr laearcl. of cmr r•co-dat1olla tor 

a Jhcal Pollc:r Co..S.the. AlthoQp be aa1cl. he wu uo .. dlJIClr 

buar, be pr oa1Mcl. to look onr tile report t114 ,;1n 1t hh coatlde...,_ 

Uoa. 1 Ja4cec1. fro• the tact that be 1e W.,. OAcl. that the Preeident 

1• leaTlac 1a two dar- tor the llov.th that be rill aot be al>le to 

tallr: to tile Pree1deat ..,_t 1t before be po. 

1 ulr:ecl. tile lecret&rT 1t be laecl. rece1'Nd tile lndu\r1al Coal\­

teo'o report \hat I left '0'1\h h1a, eatltlocl. "'here ~ Wo1 , OAcl. be 

ou that he bacl. olllr aclr:aowbq.cl. it that ... .,. -. Al tbauall he 

d14 aot NT eo 1a eo aaar wordo, I cot \he 1.opreoo1oa that he e1 ther 

wu aot cch i.otpre .. od nth the Blahdell report or olae ha4 aot cot 

1h -s.ac. bec&M be apoa ot the tact tlaet lie wu cr-atl7 1ater­

.. ted 1a tillill& •4 the U•l1aeae ot actlOIIl, OAcl. the l.opllcaUoa 

wu that be felt recent happea1aca ala018l a leclr: ot IIJIPrec1atloa et 

t1•11aeaa •cl. etnt.teQ. Be IPOico of llarlac loet two of hie l>ea\ 

an, - Mr. Beitler •cl. llr , Tiuoa. Be dicl. 110t M!f eo 1a eo Mll7 wrda, 

bo.t tile 1.otpl1catloa wu \hat tiler bacl. lett 110t ..,..,...e tiler "" 

Ullfr1oacl.l7 to hl.a or to the A4a1lllatratioa, bUt be- ther "" 

cl.hcourapcl.. 

0... \hill& the lecretarT ~olr:e ot rith a coocl. deal of IIPP....,.t 

olzlcerttr aa4 that wu that he aot oal7 ,....ted to 'be loral to the 

Pneiclilat 'bOLt -\eel. to 11e l oral t o all of lata ala e'bJecUTu. Be 

~oke of the torr1'bl7 41tf1co•lt Jo'b 'before ua of flaci.I.JIC wort< tor 

tea or tnlft a1111oa -· llllcl. be aald \hat there aacht to be eoM 

co..taeioa *o• datr U -.. to pla tor CIU' ...._ rooov.rooa. fo 
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tide 1 ..U \hat 1 110\ •lilT aU ... lT 11CJ'004 wUilllill llllt tb.a\ ,... wN 

.. u ..,.. ·~ t.M ~ .. , ~ t.M Pr .. ta.at wt.U. •• to oeutur ov 

--N~· .. •U .. ot.Mr aat.r.l reeo'llrou, nt t.Mt ....... 

ut 4eaU with the prolllAa of Jut llow twlw lllllioa lU. - u..lt 

llo bu4le4 lloo- tUN WN otllore to ...._ that joll llal liMa ct ..... 
lownr, 1 ......... ll1JI tlt.&t CIIU' oo.Ct\M ... ftl7 IIIPNOlatho ot 

tiM ~!'\- ot tlt.&t joll au wate4 to 11o -.lpt'Gl .u \laat perilllpe 
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tldo l4ea of a tlecal ••b1.ooJ7 COIIIlC11 - one ot tho ...,. of acc.,.,uu­

i.ac that u4ertekb&, or utei'81AliiC lh tlMlt.ee, lt aot ac"'-1-lT 
.S.e14111C bow t.M wol'l< eloolll4 M a-, - a J-l> wtdoh llr. llan7 llopldae 

•4 b1a etatt llll4 llooa etraallll& wt til tor eo• aoathe. 

I wlll oloN 'b7 oqiac that 1 OOG14 aot haft llooa liON ltla417 

roeolft4 thea I .... 'b7 llr. llorcoatbea, 0114 wtdlo llo - aot Na47 to 

~~eeopt CIIU' roco-a4&Uou he 414 eq \laat be llal llooa wol'l<liiC ftl7 

clooo}T with \be Dirootor of tho Jla.4cot 0114 tho Chalraoa of tho 

Jo4eral JloNI'ft 1<1&1'4. 1 polJito4 ftt to Ilia that theM NpNNatot 

throo of tho co..tuoo of tift ot tbo propoM4 CCIIIIICil. I • 

conTiacot that tbo a.oro\&1'7 rill gift ov nccootiiiU carotal 

tlloqlat aa4 that lt llo thialto tho IIJlCCOoUoa h uotal be rill rocoa­

MD4 U to tho Pr .. i4eat, e1\Ur 1a tho ohalpe • haft lA4lcato4 or 

ill eo• o\lotr fora. lie tull7 ~~~PNciatoo hio croat roepouil1Uit7 

ao tho thcal lloll4 of \be 0oftr&M&t 0114 -'-' ACcept bolphll 4ata 

eat &41'ioe lt be .... ..,.. U .... uootul aa4 holpf'al rather thaa eoll­

fualiiC. 'flloacll CIU' report of DON thea a 70&1' 11C0 Ua lalA 4onut 

a coot DU7 aoatllo, 1 th1alt w eaa • 11 attor4 to lot tldo •ttor 

reet with tho lecro\&1'7 tor hie ooao14eratioa. 

Jrourtc .lc. »-1-, 
Cllalraoa, A41'1eo17 Ooaainoo. 

CC..Chao W lliot 2114, ....... u ... Offioer. 
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NATIONAL RESOURCES COMMITTEE 
NORTH INTERIOR BUILDING 
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Present : 

Admi ral Peoples 
!.lr. !.IoRey nold s 
tlrs . Klotz; 

April 28, 1938 

IDi ,Jr : Admiral, I would like to i ssue you some 
instructions. I want, not later than Monday , new bids 
:;>=epared by Prooure JT.ent on cecent. I \fant it I:onday. 
I won't take any 1 if and or but'. If I can ' t have it 
by ~onday I will write it myself, because I think Pro­
cure~ent Divi s ion d id not have good faith with me when 
t i:ey wrote t hose bi d s. I do not think t ha t t h ey played 
fair with me . No cement manufacturer tr~t had any oom­
~on sense would have bid on that bid. Why should eny­
oody bi d o~ t hat basis? It was an impossible t hing to 
bid with and I have to sit here with everybody and t ake 
the crit icism. I mean, t hel certainly -- somebody over 
t here, some place -- I haven t got the time; I haven't 
got t he energy, but somewhere along t he line sorneone in 
Procurecent made it impossible , and made ce the laughing 
stock. 

2:.5 

Admiral Peoples: Mr . Secretar y , that's impossible. 

HU ,Jr : That ' s the "ay I think. I am not going 
t o argue . But nobody coul d make me feel differently 
an~ I want l!onday, I want it pr epared, and 1! you can't 
do i: I qill write it on a sheet or oaper. Somebody 
wants some cement . He knows what kind or cement and 
how much. And I will wri te the bid . • Please bid on 
this.• And why it takes one week to prepare that kind 
o f contract, I don't know. Somebody in t he United States 
Government oust want a definite amount of cement. 

Admiral Peopl es: They have the quantities now. 
Jus t got definite quantities, but they could not get them 
from t he Departments concerned • • • •• 

HU,Jr: Well , Admiral, please, not later than !londay 
mor ning for my aoproval -- I mean , HcReynolds and the Gen­
eral Counsel should act for me , and I want them t o review 

t hose bids and in the mail Monday night . 

Admiral Peoples: Let me make a short etateoent 
about that origi~l proposal. The conditions or the bids, 
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ot the specifications and all, were thoroughly cleared and 

discussed with the General Counsel's Office before they 

were issued. 

HW ,Jr: He says not. 

Admiral Peoples: Yr. Secretary, O'Connell was in my 

office tor two hours and I turned t his thing over to him 

later and he took it up to Manni ng and it wee up there tor 

possibly about an hour. They all agreed, under the condi­

tions, to meet the needs that was the beet effort that 
could be made to invite bide t.o.b. mills throughout the 

country and that was done, wit h t he result that all the 
bids were submitted but t he facts were not attractive. 

So:e were responsive and so f orth and in many places they 

did not bid, eo I think under the oircumetanoee • .••• 

KU,Jr: Mr. Oli phant says not over his signature 
and I gave it to you (WaoReynolds) . Wr. Oliphant has 

filed definite complaint s that he had no opportunity t o 
see the certain bid which went out and he has put lt ln 

writing. 

~r. McReynolds : I have got lt. 

IUI.Jr: You have had it two days. And give Admiral 

Peoples a chance t o answer it . He has written me -- a 
certain bid went out tor cement and it went out bef ore any­

body i.n t he General Counsel's Office-- it' s 1n writing 
and oleaee give it to · the Admiral . And Admiral , not later 

thanMonday night, in the mai l, please get out-a bid tor 

cement. 

Admiral Peoples: That's what we are working on now, 

t rying to make it in a way - - they have t he quantity. Just 

got it day 'before yesterday. Definite quantities. A good 

deal l ese than t he origi nal amount. 

HU,Jr: How much? 

Admiral Peoples: 600,000 barrels. 

IUI
1
Jr: Will you see that your organization functions 

so that by llonday ni ght those things are in t he u11? 

Admiral Peoples: Let us finish our conference • ••· 
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HW~Jr: They have gg!_to be in t he mail . I don ' t 

ca re whet e r they have to work tomorrow night a nd Saturday 

nis ht and Su.nday night. They have to be i n the mail Yon­

day night and I Just won't accept any excuse. I don ' t 

care if you ask for 10,000 barrels , just eo you get out one 

offer. 

Admiral Peoples: _Bless your heart, i t will be done . 

RU Jr: One on the new pat t ern for a new contract. 

Not th e wfiole . One. Is t hat asking an impossibility? 

Admi ral Peoples: No. No. Not a t all. 

~Jr.: I \':ant one bid for one contract, if it's 

only 10, 0 barrels. I want it to go out. 

Adrnl.ral Peoples : Late yes terday afternoon, Basil 

01 .";onnor of !lew York 1 phoned me in behalf ot a former 

classmate of his , down at Atlanta, the Portland Southern 

Sta tes Comnany, and he asked that befor e we take any 

further action about new bids would we please g ive him a 

chance t o get in on it . 

HU,Jr: I made a stat emsnt and he (UcReynolds) is 

here representing me and if any statement I have made is 

unfair, you try t o tell McReynolds. But I want llcReynolds 

to give you t he letter, the definite complaint , that I have 

in writing . 

Admiral Peoples: That' s wrong , t~ . Secretary. 

HU ,Jr: I have got it in writing. I can't help it, 

I think I was sol d down t he river. 

Admiral Peoples; No , s ir! 

Hld , Jr: 0. K. 

Admiral Peoples: On the contrary, it' s Procure~nt 

Division whiCh has t aken the rap on this thi ng , Sir. The 

orotests t ha t have come in over 400 of them, Str, telephone 

messages to me personally , 'telephone messages to Collins 

!rom senators and congressmen on the hill , telegrams, letters 

of prot est on the g round that we were eliminat i ng the small 

dealer and the protest ~ nation-wide , Sir. 

Wr. McReynolds: I can tell you on one t h i ng • • • • 
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HM ,Jr: Well, Mao , this is Just the kind of thing 
that burna me up and I have to eave rtrJ energy and I have 
to rAve peopl e who will protect me . Whoever put t heir 
initials on this thing, j ust as common sense, juet as a 
business man, t o let a thing like that go out, I wouldn't 
bid if I was i n the cement business if it was all the 
business in the world , I wouldn ' t bid. I think it wae 
unfair too. 

A4miral Peoples: Look at the bids they got . Some­
thing l i ke 24 firms from all over t he country. 

ness 
dent 

HUtJr: I know. But if 1 was in the oecent buei­
and was one of the Board of Di rectors and the Presi­
of t he company bid on that, I would fire him. 

Admiral Peopl ea : There ie only one olean-cut, 
definite way to b i d , by putti ng up to the buyer a detlnite 
quantity for deli very at a certain place in a certain time. 
Then you get real competition. 

Hl.I , Jr: I only malte one point: I say a definite 
n~ount at hie own factory . 

~~. UcReynold3: That's wha t we are working on. 

~: . Jr: A definite amount at the man ' s facto:r· 
Wnether it 1 e at hie factory or definite site s houldn t 
l!la lte any d i f f erenoe, shoul d it ' If we are w1ll1ng to 
take it at his factory , and the reason it' s being put that 
~ay is because t he Preeident of the Uni ted Sta tes wants it . 
qnat he want s . A definite aoount at the factory . I 
asked him alternative site or factory and he said no. 

Admiral Peoples: Not at site . 

HU, Jr: No. 1 He said r . o . b. mill. 

Admit•al Peoples: That ' a what we are trying to ge t 
t he thing around 1n such a way as to eliminAte site. 

HU Jr: I can eli~inate it . I can write it . I 
want 10,606 barrels o f cement, t.o. b. mill . 

Mr. McReynolds: A conference wae going on in my 
office at the moment with that i nf ormation as to quantity. 

body 
have 

liY,Jr: 
wanted to 
received. 

I have been stalling around here and every­
see me and I don't know how many letters I 
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Admi ral Peoples: Procurement has been a mad-house. 

IW J r : Now, Admiral, between now and Uonda1, 1t it 
18 only 1~,000 barrels, please, because t hen we can say this 
18 the pattern and we can do 1t on a horse s ense basis. 

Admiral Peoples: 'rhat 1 s what we are trying to do. 

oOo-oOo 
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CORRES PONDENCE 

Ol)lnDWfUL ULM SUBJECT• f&PIMJ COIYD'IUOI 'IBa 

1, w_._lolaaa, ___ _ '''' or 11en ••o. ____ _ 

lr. laolce oel1ed lr. lo1tea et 101111 •••• an4 aaked bta 

thai he lmew ~ the rr.tcb e1\uauoa •• the h111c appeareoS rather 

weak, not oal7 tor 8p0t, but alao tor torwar4 .Sel.h·e~. Bolton 

tbOII&ht t hat the aa1D 41tt1cult)' oont1Due4 internal with the Ca'btnn 

report..S epllt •• to tllture pol1olea. 1J1thout quutlon Oab41er na 

tor the !r1parUte .&cre•lllt an4 apparentl)' waa co111a to etlck to bta 

CUD•• Lut 8etur4ay llben trance went to 187 to the pound J'\IIIOura 

rpr ta4 all oYer the coat111ent t hat the franc wu .sue to co to 1110, 

t here wu alao tallt ot an . inal .. rl'ench 'baf'ldn to 41'1'alue the poun4 

against the dollar by lnttnc the LoncSon cold pric .. co up to UO 

shHUnc e (t.e. 7f;). luppon ot the franc ba4 'balD n~ ooeU)' 

around t he pr .. IDt 1 .. a1, Cart.,ual loeln& tbt equhaliDt or about 

u,ooo,ooo 1n acbanae Call)'. ! be pree•r• eca1Det the traac waa 

purelJ' apecul.aU•e with the .-e ll"'UP opentlnc. Bo-..er, with tbte 

pruent 4r1•e acalaet the h111o 1t appNred that the Swill Bank 

Corporation ••• t h e 1IJ'Ielt operator. At the preeent -IDt Oala41er 

and Bonnet were 1D London 0011tarr1nc with Ch•'ber111n and 1•11taa 1114 

natu ra117 all ware aalf1oual7 awa1t111c the rellllt ot thh eentaa. 

! hera would 'be Yel7 Uttle obanae 111 the FriDdl a1tuat1on until the 

ratum or Oala41er an4 Boonat and that all aarope will 'be •atehlnc 

Ptri a tor 1117 new 41'1'elo~enta IUob aa deoreea, eto. 

loUoa atatad that tbore wu 111 tnoreue 111 t be aott'fit)' 

or t be cold ••rttn with Vte o-.s : "'"' a'bollt &1100,000 a .s~. 

loee boaNiq wae aleo DOUoeable. lr. laokt aalceoS h1a allo'a\ the 
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D An 'Prtl M 1 liMo 

sua.~t:c:n ULJPIQII CQJm•f!JOI IIU 

W!t OJ aor.qo, -.-
pr•1ua on cold oolaa aDd Bolton aatd the\ the • • rtret "' t1n.r atl 

1bclllt • pr..t• 

!be luii11D lllppl.J' ... laeJ'HIIlDI w1 th " \ttl OOUDtJ7' DOW 

lb1pp1DC r411'11arl7 aboatl t?DO,OOO per ... ttlleh h U.ed.latel7 told 

in the l tfttto !btl'e Wfte DO IID'IIltD atoolra OD baod la l.olldoD, 

lr, Knoke laqulrod u to t h e reaiOD t or the broall la tho 

ruptt rate do.- to lab & ?/ 14 per rapN, loltoa caYo nnoue "aaona, 

fht .. ta one b e tlboulbtl wu due to t he dtol lne l n Indian .nporta, botlh 

eercbmd1ao IDd cold. Be tolt that there "' a tbon poaitloa la both 

dhtr and bar cold to &o.b.,, Aaatn , tho obanc-Yer la adalnhtr .. 

tlon to a oatho proYlao1al todoratloo did not a preu bl• • • aortrtnc 

tnorabq, 

AI to tho attuatlOD wt th CatohollloYallla, t btH ••• nothlac 

report. tho altlaaUoo la Baocaf7 wu rather llllfnorablo •• 

a -tb tbl.aca lllaht tallo e tarD tor tat aorao. 

Boltoa ullod aboUt the ottoot of tho :rooct ettona to 

ored.lt baN •4 l.r. Elloko aoa"J'od thet 1t "' • Utt le 

earq to toll to llbatl atct th4f' aoal4 auoe .... 

lr. Knoke •*tel Boltoa aboat tho woallneu of tho Btl.ct• 

Bolton "pllod thetl tho lolda ti'IDO he4 bee ottoro4 h•.S.17 

1n t he l.oll4oa llftot tlhll .oalQI •• tor the t1nt U•• ln tao "*' 
Belclce had tlo 11ft ap co14, la the uoant ot aboUt 1400,000. 

tlboqbtl .Ut tbe ..... ell we peft17 d .. tlo •• htDtb lllw.U. •• 
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~ PLAIN 

SEcrEtary of StatE, 

3491 April 28, 7 P• m. 

London 

DatEd April 28, 1938, 

REc ' d 2 : 45 p. m. 

FOR TREASURY PROM BUTTERWORTH, 

CommEnt on thE budgEt has for thE most part strEssEd 

what arE widElY considErEd its dEsirablE points , namEly, 

thE orthodoxy of thE "pay- as-you- go" mEthod or mEEting 

EXpEnditurE; 1ts simplicity and avoidancE of nEW EXpEri­

mEnts such as thE national dEfEnCE contribution tax of 

l ast yEar and on thE long rangE viEw or rtarmammt 

liabilitiEs in rElation to thE national i ncomE. 

Apart from onE outspokEnly critical Editorial 1n 

last night ' s STANDARD, and a mildEr rEfErtncE in today 1 a 

FINANCIAL NEWS , on thE dEflationary EffEct of i ncrEaSEd 

taxation at a timE of dEclining Economic acti vity, this 

aspEct of thE budgEt has rtcEivtd l i tt lE commmt. 

As tmphasizEd in prEvious tElEgrams thE gtntral 

trrnd of Economic activity is dtfinittly though not 

sharply downward. Today' a 
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2-#349, From London, Apr.28,7p. m. 

Today ' s announcEmEnt ot thE unmploymmt count whll h 

was madE on April 4t h again confirms this tact, thE 

dEclinE in unonploymEnt sinot March 14th b ting onE of 

less than 2, 000, thE sEasonal improvement to bt cxpccttd 

1 ... -.,...._bc~g onE of 75, 000 or 100, 000. -. 
Railway traffics and banktra clEarings art also 

again w£11 below those of a year ago, further i ndicati ons 

t hat no turn is yet disccrnable in thE trend which has 

bttn evident sincE last September. 

The comparativE silence on this aspect of thE 

budget 's influence is no doubt due largely to a desire 

not to render ita Effects mort potent. 

Tht hopE of an inflationary recovery in thE UnitEd 

Statts which will rtvtrsE the downward trend herE ia 

undoubtedly in the bnok of most minds. 

If this occurs it may mean that tht deflationary 

cffto t of Simon's budget will be counteractEd. 

If by virtue of such s alvation Bri t ish industry and 

trade "can- t ake-i t" t he budget with its stern pay-as- you­

go dcuands will bE lookEd upon as a bl essing when futurE 

liabilities ~vt to bt faced. 
It 
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3-#349, From London, Apr ,28, 7p, m, 

If on thE othEr hand nothing occurs to t£mptr thc 

pressure of incrEased taxation on a dcel1ning markEt, 

in due course mort may bE hEard of thE "shock" whioh 

the Chancellor of thE ExchEquer ho.s inflictcd at a t i me 

whEn a fillip to tradE is nEEdEd, 

HoTIEVEr, sEcurity pricEs •ttrt well ~ntainEd today 

on thE London s took markEt and in some casEs advanced 

on a fa:lrly ~ilin markEt , 

Tht frano has b EEn wEak again today, 

It opEnEd at 160-1/~ shortly thErtaftErwarda 

movEd to 161 whtrt the FrEnch control hEld it for somE­

t imE and in the procEss lost a good dEal of stErling, 

It latEr wEnt t o 163 moving a franc at a t i me, 

ThE markEt has continuEd nErvous throughout thE day 

but prEssur e 1n thE.aftErnoon was lEss than 1n thE 

morni ng. 

KENNEDY 

HPD 
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April ~a, 1938 

3:30p. m. 

(This meeting recorded separately trom t he one following 
tthen Secretary related his talk with the Chinese Ambassador) 

Present : 

l.lr . Taylor 
!.lr. Lochhead 
Dr. White 

HM ,Jr: Have you fellows seen this 664, Strictly 
Conti denti81? (Exhibit A ) 

:.r. Taxlor: (Handing Secretary Exhibit B). Bewley 
brought that in and said there was so little news in it 
he did not want to bother you with it. 

HM .Jr: That's an important oable, that one (664). 
In thi s Patenotre opens up, wh1oh ohecke with what Bullitt 
told me. Bullitt has the i dea ot Reynaud that the franc 
should tloat . I had to give Bullitt t he r easons why we, 
the Treasury, were absolutely opposed to letting t he trano 
float . I gave him a lot ot reason&, that it is up to 
t hese people. He said, Why? So I udd . the example: 
the ItAl i ans went into Ethiopia and bombed civilian popu­
l ation. Nobody protested and sinoe then everybody takes 
it as a matter ot couree . I ns1d , You let t he French 
frano float and get on that basis and everybody will have 
it and one t hing the stabilization tund bas etopped -- I 
cean, the Tripartite -- is competitive devaluation. I 
said, You let the French get away w1 th i t and somebody else 
1e goi ng to try it and t he firet thing we know we will be 
right back where we were. We will have competitive de­
valuation. He said, I understand now. I thought Reynaud 
had a pretty good idea to let it go to the vanishing point 
and then the French would say, let's repatriate and capital 
wlll oome baok. I said, For three years they have been 
letting money go out and it you think you are going to get 
it baok on that theory , you are ooolt-eyed. He came in 
and oould only spars me ten minutes to get this thing and 
I had to do it awfullY tast. 

oOo- oOo 
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PAJW>IIIWIK fJ' TIL-.u& JliOEinD 

I'ROM: Allerioan J:llbauy, Pari a, J!'anoa 

nlTE: April 2?, 1938, 7 p.a, 

IO.: eM 

FOJl THE IIEORftARY .lliD 'tRI UllmR SEORITART, 

S'l'JUO'fLT OOIIJIDD'tUL. 

Tbia forcoon I had a talk with the llinieter of Ia­

tional Eoo_,., Patenotra. I aeke4 Patenotre whether be 

could tell ae anything about the econoai o and financial 

program of t he GoYe:rnlllent, Be tol.d me that in abeolute 

confidence be would do eo. 

In the llillhter'e opinion, 1t had been a great aie­

take t o loee t he tiae 'that had been loa't in announoing 

the program of the Go'fernaent; had they been able to do 

oo righ't after 'the Go'fernaent waa foraed t hey could haYe 

taken ad'fantage of the faYorable ataoepbere aurrou.n41llg 

it at tb.at tiae. Tho Go'fernaent had undoubtedly been 

injured by the dolaye &Dd ruaora of d1eaenlll1on. IBYerthe­

lell, 1Jl hi a Yin the ground 11h1oh wae loat oould be re­

OO'fered and a taYorable atmoepbe:re could be reeatabl1ebe4. 

Patcotre aaid tb.at be hiaaelt ancl othe:r a4'f1aera of 

Daladie:r ba4 for over a J'e&r been workin& on a program 

t o be uao4 by Daladier at auoh tiae aa he aipt bea4 a 

Go'fer-t. On April 10 at the tiM tae Dala41er GoYern­

aent waa foraed. tbia prosram na praoUoally r~ to be 

put 1nto effeott bowBYer, Dala41er !1&4 tboucht it neceaeary 

to 
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to request the finance llinieter, llarobandeau, to eu'blli t 

for d.iaouaeion another prograa which was preparecl in the 

Miniatry of finance. To get this program drattecl toot 

about ten daye, and it was found to be uneaUefaotory when 

it wae eXAIIlinecl. The J'inanoe Ministry exPerts b&d drafted 

tbia prograa and it did not at all satiety the 0oYernaent1 a 

roquiremanta. In hie talk with me Patenotre spoke aoat 

crt tioally of the french bureaucracy. He said t hat while 

it b&d D1411Y good qualities, ita ideas were antiquatecl and 

it seemed to beliBYe that the days of the Second lmpira 

were hare again in France. 

Because of the delay in formulation of the pro3eota 

ot the Kinietry of l"ina!lce, and the unfa•orable dOYelop­

lllenta which tbia delay caused, it bad bacoae absolutely 

neoesa~ry to announce at onoe the general linea of the 

prograa to be followecl by the Oonrnaent. On the twenty­

fifth of April, therefore, a list of •chapter headings• 

wae announoecl by the Goveroaen,. Drafting of the apeoifio 

deoreea to put the program into effeot 18 taking longer 

than it had been thought would be neoeaaary. Certain 

of the decrees -y be publiehed on or about the tb1r4 of 

May, but otbere will not appear until later. Aleo, before 

going &head with •nJ' of the pro3ecte it will be neoeaaary 

to aee bow the London oonYeraationa turn o~ • 
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The Killiater of lat1on&l EcODOaJ' 1nahte4 that 

there ha4 been no di•argenoa of Ti .. a aaong the ainietare 

pereonallT• Ba 8&14 that oontidillg the pnparat1011 of a 

progru to the n:perta of the linanoe llinieter ha4 b88n 

the cause of the 4iffioult1es. 

He nue4 two aeoenti&l nee4e df French e,co11011J' azi4 

tinanoa today - the first one being stabilisation, an4 

the secon4 one, prod.uotion shou.l4 haY a a broa4 an4 thorough­

goillg increase. In tlll period preceding franc dn&lua tion 

to about 125 to the pound, he said, world prices had not 

been ae high as French prioes. This situation in France 

ha4 been oorreote4 tor the time being by deval~tion of 

the frano to 135 to the poun4. The ba~ce ha4 been upset 

again bT the burd8D ot 1norease4 eooi&l charges and the 

great cost of re&riiiUBDt. In his opinion, the present 

rate of •about• 160-1615 to the poun4, the French woul4 be 

able to aeet the coats ot sooial reforms and aranment 

costs and keep her prices in line with those on world 

markets on the oon4it1on that there woul4 be a prodiiCtion 

increase an4 a res t oration of conficlSDce to the point 

where there woul4 be a return of FreDDh capi u.1 fro- abroa4 

which could be put to produot1Te usee. 

I aske4 Patenotre just what he aeant by stabilisation. 

BiB reply was that he meant de !acto stabiliSation - lr.eep1Di 

the 
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the trano at abclat tile lwel 1 t 1o OJl 11011r to be teU..e4 

later bJ 4e jure otab111at1o~a, 111. aaro•ent wUia Qreat 

Br1ta11l u4 tlae Uuite4 Btateo. I referred to h1o ro•rk 

thd tu fr&D.O oholal.d lie llel4 at •a~t• 1 ill preoet 

lnel of 180-165 to tha poaJUl. lo eald that while lae 

lad a ent1olle4 th1o f ipre he d14 DOt ae&A to e&J tut 

1111 gbt DOt be uo .. a&rJ to so ao far ao 1?0, or we 

175 •tor 1'0WI4 maabero•. [Th .. o ro•rte of PateiiiDil'e 

••• to oOilflra the otor1eo whioh haTe bee golllg arou4 

tut Patenotre, Re~ u4 poeo1bl7 othero would llke 

to ••• a 175 to t he poUD4 rate.] 

Ao tor procluotlon, Patenoiire aa14 that theJ 11ltc4e4 

to get 1111oh ao41t1oat10Do 111 the appl1oaUo11 of the fort.,­

hour weOk ao would aake 1 t pooo1ble to work .f.5 bwro 1nota.4 

of .0. U would be poee1ble in eoae bruoheo of 1n4uotrJ 

to get a flat ~liOilr week, ao lla4 boon dono wUh \be 

a1rpl&De faotor1eo run bJ the 00Ter111ent. Ao tor tho 

oeaeoD&l 111.4uatr1eo, iihOJ oould applJ tho oou.& of •no 

tbov.MD4 bou'o a .,ear• - worklq -.AJ bov.ro 1a iille tluoJ 

oeaoon &114 a leoo n•ber of bouro 111 ~e olaok ••eoa. 

ADOiher _., 1oo brlJIC aboUt repatr1&t1oa of rreooh fUDda 

aD4 reotore the 11ooeooarJ oollf1deDOe wov.ld be to otter 

a national 4efenoe 10&11. wUll T&rJ t&Yorable feature• to 
tile 
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the urv eewr , IIUOh &a ex:eapUon free inherttanoe and 
and 

other tiUea,/excha.:lge guarantee. He ezpreaoed the hope 

that the French Goll'ernaent would offer a loan along t heae 

linea. If they could IIUOCeeafully float a l oan incre&aed 

credit faot l itiea would follow, and it would be poeaible to 

renovate and reor ganize many branchu of French ind.Uetr iea 

whi ch needed new pl!lllta and aachinery. Increased production 

would in turn result from suoh d8Yelopaente. 

I brought up the visit to London of the French ain­

ieters, and aentioned reports that one subj ect to be dis­

cussed was the organisation of a •common pool" of raw 

materials for war induatrtee, and t he organisation of a 

co .. on purchasing agency for auni tione and airplanes. 

Patenotre told me that some such idea would in faot be 

discussed but that the French Ministers did not expect 

much to ooae from t he discussion. Patenotre said that it 

s hould be possible for France to do her own purchasing and 

to make a rrangements !or financing euoh purcbasest 

Patenotre told as that a IDUOh aore i.aportant IUbject 

to be disoussei in London was the question of •••iatance 

to the rrenoh equalisation tund by the British equaUaa­

tion fund . I supposed that thia would be & propooal 

that frano• be purchased by the Jriti•b fund and that the 
British 
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British iuD4 abould retrain troa cDaYertiac thea; he eaid 

that this -~ about what they ae&At. 

I then &eked Patenotre whether diaouaaion ot aeeio\&Dce 

in exchange matter• might lead to diaouoaicn ot th1 poea1-

b1litT ot &•tUna a loen troa the BriUsht hie replJ' was 

that thio would certa1Dl.T be t he case. An ettort would be 

lll&d8 by De.ladier t o get a credit similar to the British 

credit ot -.o,ooo,ooo recently obtained. It the BrH i ah 

would gi'YB thea an nen larger credit, tbia would. be 10 

muob the better, Patenotre eaid, and it would be a guarantee 

that it would nner ba"Ye to be ueed bT the French. In 

hh opinion, there would be an illpo:rtant pBTobologioal 

raaotion t:roa till ••• annoUD.oeaent that till Br1Uih had 

granted a large oredi t t o France, and there would be ata:rted 

a :return now ot capital to J'ranoe. 

I teal that I auat oall t o ,.our attention, in :report­

ing the abot'e atateaente to a e by Patenot:re, that while 

the 1tateraent a ot couree represent t he pereonal Yiftl ot 

Patenotre and doubtless t he "Yiewa ot other Cabinet ... bare, 

tb~ do not neceaea:r ilT rep:reaent the Yina ot the Oo••n­

aent ae woh. 

DD dSIWll. 

J:A: Lft 
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The Chancellor wiebad to thank Mr. Morganthau 

for b1s message about the French situation; 

the information g iven by Mr. Morganthau was 

supplemented by Butterworth who called at the 

Treasury on the 25th April and outlined the 

informat ion g ivsn by the French IUniatry of 

Finance to Mr. Cochran. 

Since the weakness of the franc at 

6 . 
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bhe end of l ast week seemed to be due to rumours 

about dissension in the French cabinet rather 

than to any genuine econoadc trend, 1;he 

Treasury asked llon1ck what had happened. Beyond 

reciting the terms or the recent commun1qu6 

(issued over t he week-end) he stated that t he 

French Government had no intention of arbitrary 

devaluation· Beyond that the British Treasury 

have no 1ntormat1ob at present . 

April 28th, 1939. 
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P.lJW'IIJIA81 OJ TJ:LICIWI RJ:OIIVID 

noll: .U.erioan labe.88y, Paria, rranoe 

DATI: April 28, 1938, 8 p.a. 

IO. l 88'7 

FROil OOOBIWI. 

I -
235 

Preeeure on franc baa been he&Yy ap.in today. After 

openillg at 180.315 the rate went to 163 and control had 

an expene1Ye t1ae bringing it bact to 162-1/2. Preaiua 

on three .-onthe eterling went ae hi.gh ae 5-1/2 franoe. 

Belp. &lao au.oh offced ap.inet ete.rlizlg and reached the 

e;q~ort point for both London and Iew Tort. Bank of 

J'l'anoe etateaent &I of April 21 showed no new adYanoee 

to the state and no other significant obangee. 

J'renoh &bares a nd rentee illprOYed but Parie exchange 

aartet is glooay awaiting outcoae of London negotiatione. 

Unless ecae financial help 1e obtained operatore are 

ezpeoting the frano to be around 176 t o the pound on 

llanday since they realize that the control's coetly 

efforts t hie week to driYe baclt the rate !aYe not in­

spired any real oonfidcce ill the currency at &rOIIJid 161 

and cannot be oontinu.ed indefinitely. the eartet 11 

already goeeiping about t he probability of opening an 

internal natioD&l defcae loan nerl welt at 4<-l/ 't1/> •1 th 

nohange guarantee, for 8 or 10 billion france. On th& 

other band thie nenillg' e prue oarrile a denial fr~ 

IIIUoband-
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Muobande.u that the terae of the n• loa baTe bea 

detcminec1, and a w&mi118 &pillet eenaatioll&l etoriee in 

rep.rd to J'renoh tiuanoee that are now oiroul&ti~~g. 

~36 

'fhh at1oerno011 I had a talk with a PUia Korp.D 

partner. 'fhh friend beliwee an uohmge gu.armtee lo&ll 

would haTe a YUJ 41eoouraciq looe.l. etfeot. Peraoll&llJ 

be would p.reter to eee the l'relloh get a 10&11 trca the 

BrUieh. Be doee not thillk a ehort te:na crec11t thee 

would be gCIU11WlJ helpfUl 1n aidillg a perunent reogyery, 

howw er • &lld he doee 110t thilllt it will be poedble to 

get a 10118 tara 10&11 of the proport1011e required to reetore 

contidenoe in the frano Wltil the J'renoh on their oWil 

1nit1at1Ye haTe aade aoae progreee. 

U a quarter of eix I bad a talk With the Benlt of 

J'r&lloe. Jletcenoe - ay telecraa •o. 881 of April ;n -

t he fill&l total of exohall8• loeeee of the oontrol yes­

terday reached alaoet s,ooo,ooo poUDde; loeeee for today 

will be a little aore thaD one-halt that figure. 'fh1e 

forenoon the preeeure on the fr&llo wae Tery he&YJ b"' 

t bia atterno011 1t elaoltced. I n the opinion of •1 

friend, ~-l&Uon. 1e the oauee of alaoet all of the 

preeent aoY•ct. 
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PAR»JDU.U OJ' 'l'.ILICJW( RIOII'f:ID 

ftlOih 4aer 1oan llabae11, Londoll, .ll:lgland 
DA'l'l; April 38, 1938, 7 p.a. 
110.: ~ 
JROII BUftiR'ICII.'l'B. J'CR 'l'U48URT. 

A. 237 

=flf 

Dllr1og ~be o<Nree of a ooDYareaUon ~bh at~ernoon 
between ~he 411baeeador &D4 Sir Boraoe '11leon, the obief 
1114uebial ~hor ~o ~be BriUeh Ocrnrnaent, the l&Uer 
aaid ~ha~ Dal&41er bad aue4 for a loan of 50,000,000 
pollll4e &Jl4 tha~ thie bad not been graDtecl, 81r Boraoe 
a&1d ~bat in any oaae the Brithh Oo't'erraent 1e DOt 
prepared ~o u.ke any loan to anyone unleee new and ade­
quate •eene of repayaent oan be dwhed, In addition, 
he Ulpl1e4 ~-~ the BrUieh ware blking ha.nkly t o the 
French &bou~ the eoon0111o ••eur•• wh1ob are neoeeeary 
io put 1n order the J'renoh affaire. 

!he oon't'&re&tione between the J'rcoh and t he Br1t1eh 
are now 1n the • iddle etage and it h, raturally, ~oo 
eo 011 ~o predio~ their ·ul~iaate outc 011e, I n tact , there 
1e wary likelihood that until llond&y au~horit&ti't'e in• 
tonaUon will not be fully &'f&il&ble. 

Uii&DI. 
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.. . 
fOR IIIIIJ:I)IA1'J RILUSI, 
r r idq, ~ril, ~9 , 1938, 

1faah1Jl«Wn 

Preaa Sel'Tiea 
No. 13-16 

!rho Saeretary or the Treasury todq announced the subscription 

tlgurea and the baaia of allotment for the otror1DC of $ax>,ooo,ooo, 

or tboraabouto, ot 3/4 percont notea ot Soriea 0 or the CoDDOdit)" Crodit 

Corporation. 

Roporto r ocoivod from tho lodoral Roeorve 'b&Dica show that cash 

aubacriptiona tor tho now notoa aggrogato $1,839 ,000 ,000. Such sub­

scriptions woro allotted 8 percent, but not loss than $1 ,000 on &117 

ono aubacription. 

ln e.ddi tion to t ho cs.ah allotment, preliminary repor ts indica to 

that moro than $58,000 ,000 of tho $60,000 ,000 Sorioa B Collateral Truot 

Botoa ot tho Corporation .,.turin& llq 2, 1938, havo been tendered 1n 

oxcha"Co tor tho now notes. 

lurthor dotaila aa to oubaeriptiona end allotments will 'bo 

announced wbon final reports are rocahed trom tho lederal Reoerve 

bank a, 

-oOo-
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Operator: Operator. 

April 29, 19.38. 
10: 27 A. K. 

H.M.Jr: They - they haven • t got • ••• 

NeVI York 
Operator: 

Treasury 

Hello, Hello. 

Operator: Hello. 

Nell York 
Operator: You weren' t through t alking, were you? 

Treasury 
Operator : Just a minute. 

H.!I.Jr : Hello. 

Trensury 
Operator: Ur . Greenbaum. 

H.M.Jr: Thank you. 

Greenbaum: We •re both on. 

H.M.Jr: Hello. 

G: Yes, Henry. 

R.~.Jr: Can you bear me all right? 

G: O. K. 

H.!.I.Jr: Ia ¥orr is . there? 

!.!orris 
Ernst : Yes, right her e . 

H.M. Jr: Well, what I ' m calling up about this morning i s 
this article by Arthur Krock on the Treasury. I 
don•t know whether you fellows hsve read it or 
not . 

llorr i s 
Ernst: I r ead i t . 

G: I didn' t see i t yet. 

23S 
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R.M.Jr: 

E: 

R.M. Jr: 

E: 

H.r.l .Jr: 

E: 

H.M.Jr: 

E: 

H,U.Jr: 

E: 

H. II.Jr: 

E: 

H.K.Jr: 

24C 
- 2 -

Korris? 

I read it . 

Well, her e ' s the point - I ' ve gone over it very 
care~ly with Kagill , and the article is full of 
misstatements, and what happened on the Hill, 
there was such a proposal - a special amendment 
ah, that they tried to get through on behalf or ' 
the Associated Gas and Electric, which is our big 
case down here. They ' ve been doing everything 
that they can, ah, to get some way !rom paying the 
fifty m1111on dollars that we owe. 

Yeah. 

Now this statement is so wrong, and, ah, frankl.y, 
both Kaglll and I are fed up - right up to our 
gills, and, ah, • .•• 

Fed to the Kagills. 

What? 

Fed up to the Kagills . 

The Kagills - fed up to the Kagills. 

Yeah. 

And the reason I wanted particularly Korris on was 
because he spoke the other day about a technique 
whic.h I ' m not familiar with. Now, ah, ah, we could 
write a letter, pointing out the mistakes. .All - I 
bate to put in writing that it ' s the Associated 
Gas and Electric. I don' t know whether I can or 
not , legally. But, ah, ah- !rankly, I 111ean - I -
I want to answer it. I could write a let ter and 
give it t o all the newspapers , or I could write a 
letter and · just give it to the Times, or I could 
talk to them, which has never done a~ good before. 
But both Kaglll and I ! eel that - that this is so 
vicious, and so unfair, and so untruthful that we 
want to answer it. 

Well , there ' s - Henry, there ' s two phases to the 
Jtrock article. 

Yeah. 
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E: 

H.M.Jr: 

E: 

H.M.Jr: 

E: 

H.!J.Jr: 

£: 

H.M.Jr : 

!; : 

E: 

H.l.! ,Jr: 

E: 

H •. t.Jr: 

"'· ~· 

H.ll .Jr: 

E: 

H.M.Jr : 

E: 

H. :.I.Jr: 

E: 

- 3 -

The one phase related to the - which vte now 
name, the company. 

Yes . 

And the jeopardy assessment point. 

Yes . 

The more serious thing that Krock did • •• • • 

Yes. 

••• •• from the public point of view- because 
most of them won1 t understand • •••• 

Yes. 

• •• •• the jeopardy assessment point at all. 

Yes . 

From the way he vtrote it. 

Yeah. 

But, what this - what he did do •• • • 

Yeah . 

is come out in the open and say that the 
business people of the country is tired of being 
harrassed •••. • . 

Yeah. 

by Government agencies . 

Yeah. 

241 

Nor; , I think t hat - that your move - and I haven' t 
any thought to it. 

No. 

Is to, not 1n public, but to get Krock over to your 
office and say, "For Christ ' s sake, tell me the 
names of t he people on whom you rely. " 
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a.M.Jr: 

E: 

a. r.t.Jr: 

E: 

H.li.Jr : 

E: 

H.U.Jr : 

E: 

B.M.Jr: 

E: 

H.M.Jr: 

E: 

H.M.Jr: 

E: 

H. !oi .Jr: 

E: 

H.U,Jr: 

E: 

H.M,Jr: 

E: 

B.M.Jr: 

E: 

B.ll.Jr: 

E: 

- 4-

Yeah. 

You see? 

Well , that ... 
He 111 say - he'll say, "I can't do it." 

Yeah. 

He ' ll say that ' s privileged. 

Yeah. 

You see? 

Yeah. 

242 

Well, now, as a matter or t act, it isn't privileged. 

Yeah. 

You know? 

I.t is not? 

Oh, no. 

lfo. 

After all, he's got no right to keep on sayU!g. 

Yeah. 

And lldnd you, I think there's some truth in it . 

Yeah. 

But you never can cope with the problem • ••• • 

Yeah. 

•• • •• ot the agencies harassing taxpayers •••• • 

Yeeh. 

• • • • • it Dobocl7 will tell you the naae or the 
taxpayer. 
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R.M.Jr: 

E: 

B.:J.Jr: 

E: 

H.ll. Jr : 

E: 

R . ~t . Jr: 

E: 

R.M. Jr: 

E: 

R.M.Jr: 

E: 

H. I.I . Jr: 

E: 

R.LI . Jr : 

E: 

H.M.Jr: 

E: 

H. l.I .Jr: 

- 5 -

Correct. 

Because you can't locate the a gencies . 

Yeah. 

You see? 

Yeah. 

Now I think that you can't handle this column ot 
Krock' s •. . ... 

Yeah. 

I want to r eed it over again, eiXI get it more 
carefull y in milxl., but I don ' t think you can 
handle it solely on the jeopardy point alone. 
And I think, on the other point, i s really more 
vulnerable . 

On - on the Associated Gas? 
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I ah - more vulnerable on his point about harassment. 

Oh. 

Than he is on the jeopardy itselt. 

Well, be criticizes , and uses, without naming names -
and t hat' s all the thing that he 's criticizing tlB 
President for . 

That' s right. 

I mean, he had a whole article - wny not name the 
names of the people that come down and tell him 
this and that aiXI the other things. 

That's right. And that ' s what I think- that ' s 
where I think you ought to rub it into Krock. 

Well , Morris , it does absolutely no good - it ••.• • . 

No 

It just - it just takes Uagill, Helvering ' s, and 
my time, and Kent , - tour people - aiXI Be1ll just 
sit her e and sneer at us . Now what ' s the sense 
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B: 
. . 

H.M. Jr: 

B: 

H. loi. Jr: 

E: 

H.!L.Jr : 

B: 

H.J.!.Jr: 

E: 

B. J.I. Jr: 

E: 

H.1.l. Jr: 

B: 

H.M.J'r: 

E: 

B.I.I.Jr: 

B: 
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ot - or our having h1m here privately? See? 
He does it publicly- w~ can't I do it publicly? 

Well, now let me - let me suggest some other ways 
or doing it • 

All right. 

Let me think over and see whether we can•t get 
some newspaper to pick it up, and, ah, just 
answer it. Now, ah, I know or only, ah - Scripps 
you can't play with a.n:ymor e - but certainly we 
can get the Philadelphia Record, Post, and the 
bunch to pick it up directly. 

Well - I don' t like to dirty my hands . 

Well, we can - he ' s the boy that's at the White 
Rouse all the time. 

What? 

He•s at the White House, 

Who? 

Davie, 

He is? 

Oh, lots. 

Wbat? 

He• s l ots, at the White House. 

Is he? 

You bet you. And, ah, I don't know what other 
pap' - papers you can use. I think you might be 
able to use Colonel Patterson. The 
is intin1tely more important than the Times. 

Well, I- I thought •• ••• 

They took an awt'Ul cr ack at the Tiaes, you know, 
a IIOJlth ago. 
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H. II(.Jr: 

E: 

H.M. Jr: 

E: 

- 7 -

Well, I thought I would do it just openly - I 
mean at a r egular press conference. 

I don' t see any har m in doing it at the press 
conference. 

I 1m not awful good at doing this stuff, ah, 
secretly, 

Get h1m at a press conference, and I'd just, ah, 
ah, raise hello on it . 

Gr eenbaum: I like the press conference idea the best. When ' s 
your next, Henry? 

H. loi .Jr: 

H. !A.Jr: 

E: 

H. ll.Jr: 

E: 

H.J.I . Jr: 

Well , unfortunately, there - I won ' t be here 
Monday, so I wouldn' t have one till Tuesday, but 
I could call a special one . 

You could do that, ah, this afternoon or tomorrow. 

Well , I 1d - I'd do it today - at noon. 

Yeah. 

And tell Krock I'm going to do it and let h1m 
come over here . 

Ahhhhhh, I can get you, off the record, ah, advice 
from the newspaper boys as to which is the best 
way t b handle it. I mean, I can get Lyle Wilson, 
of the u. P. 

Yeah. 
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E: You see? And say, •Look here, berets the situation,• 

H.M. Jr : 

E: 

H,M,Jr: 

E: 

H.!.I .Jr: 

and • ••• 

Yeah. • 
•Hell of a lot of misstatements , et c ., a.nd ah, ah -
if to press conference the thing, or a blast, or 
what. 

Well , I ' d like to have it. Now I asked Steve Early, 

Yeah. 

••• • and he was agai nst the puss conference. 

••• • 

• . 
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a.u.J'r: 

E; 

R.!l.Jr: 

E: 

B:K.Jr: 

E: 

R. M.Jr: 

r : 
B.U,Jr: 

F' : 

R.U.Jr: 

E: 

B. !.! . Jr: 

E: 

R.M.Jr: 

E: 

H. U.Jr: 

E: 
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Yes . 

Be said that - ah - an - amongst the newspapermen 
they wouldn' t handle a critici sm of a misstatement 
by another paper, 

That ' s what I•m afraid or . 

But if • ••.••• What? 

I think the Press Conference will be the best . 

No , but Steve Early said he wouldn' t do it - he 
said, "Now let.':s. , •• 

I don' t think the boys at the Press Conference Will 
ever mention Krock's article -Krock's name in the 
Times. 

Vlhat Steve Early suggested was that I write a 
letter to Krock ••• ••••• 

Yes • 

•• • • and then the minute I've delivered it to him 
release it to all the other newspapers - that was 
Steve Early's suggestion. 

Ah - Henry can I call you back in 20 minutes? 

I ' ll tell you what you do - I 1m going up on the 
fl1ll .. •.. .. . 

Yes. 

Itve g~t to be there at ll - I 1ll be back about 
quarter to twelve Which is quarter to one your •• •••• 

I ' ll call you at 12 o•clock. 

I 'll call you a quarter of one your time. 

You' 11 call me? 

Yes. 

AU right. 
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And I don' t mind Eddie's talking to Arthur 
Sulzberger a bit. 

247 

Yes, well let ' s read it over again because ·I • •• •••• 

Because I - I can' t - ah - ah - I ' m just not built 
this way - for instance, I could call in Bob Allen 
and tell him the whole thing. 

Greenbaum: Morris and I will talk it over and you'll be back 
a quarter of one your time. 

e.M.Jr: 

G: 

E: 

ll . t! . Jr: 

·F: 

R.M.Jr: 

E: 

H.U.Jr: 

H. V.Jr: 

E: 

R. l.I .Jr: 

F. : 

H. U.Jr: 

E: 

H .~ .Jr: 

No, quarter to one your time. 

Quarter of one our time. 

Look Henry •••• . ... 
Yes . 

• • •••• ah - ah - will you be at liberty to name 
the specific company that is primarily involved. 

Ah - Magill thinks so. 

But you ' re not sure of . 

Well he ' s going to find out but - 8h - he thinks 
its a matter of publi c record • •••••• • • • • 

Yes • 

• • • • • and he ' s se.nt for Kent , who knows the whole 
story. 

Fine. 

See? I - I'll tell you what - Magill goes much 
further than I do . 

Yes. 

He says the publicity man for Associated Gas and 
Electric has just gotten to Krock. 

I wouldn' t be at al l surpri sed. 

And that that's the way the story burst. 
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R.U.Jr : 

r : 

B.I!.Jr : 

() : 

P. . ~ . Jr : 

G: 

H. U. Jr: 

G: 

B.!J.Jr : 

G: 
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I wouldn ' t be at all surprised. 

And - ah - ah - that he just got to him and he -
he's tied up this other business . 

Yes . Well let me read the article again anyway. 

Because •• •••• 
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Are you going to call us up or are we going • • .• •• • • 

I•m going to call you at 12:45. 

All right, Henry. 

Now just let me drop this to you in Eddie's name . 
Ab - you know I •ve been waiting for some move -
a new move, you see, against me? 

Yes. 

Well I think this i s the opening gun. 

I see. Well call us back then. 

R. Lt .Jr: O.K. 

.. 
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H.M. Jr : 

0: 

H.U.Jr: 

Bello 

Yr. Greenbaum. Go ahead. 

Hello 

April 29, 1938. 
llt49 a .a . 

Greenbaum: Henry. 

H. II.Jr: 

G: 

H. Y.Jr: 

G: 

H.M.Jr: 

G: 

H.M.Jr : 

G: 

H. !.t. Jr: 

G: 

l! . l4.Jr. 

G: 

H. M.Jr: 

G: 

K. K,Jr: 

H.U,Jr: 

Yes, Eddie. 

First I want to - Korris is on too - f irst I want 
to ask you one or two facts . 

Yes . 

Ah - i s it a fact that the Treasury opposed a 
retroactive - ah - thing on this thing - ah -
deputy assessment . 

The retroactive? 

Yes , because that •s the point that Krock is 
making - that the Treasury refuses to allow this 
to be r etroactive . 

Vlell as I - I•d have to send for Magill. 

Yes. 

If that ' s important I could get him in a minute. 

Yes , it i s important • •• ••• ••• • 

Well wait a minute • 

•• •• ••• • because the Associ ated Gas thing comes in, 
as I understand it, on that and only on that. 

Yes . 

In other words, how the hell could you get that -
that - there' s no story wi thout that . 

(Aside to someone: "Ask Kagill to come right in.•) 

Itve sent ror Kag1U. 

.. 
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f' .u.Jr: 

o: 

B. !.l . Jr: 

Vngill: 

0 : 

0: 

M: 

0 : 

tl ! 

G: 

2SO 
- 2-

Allright, well now let ' s go on. 

Yes. 

Now it seems to me - ab - that the big question is 
do you want to make something out of this or do you 
want just tocorrect the record on the Arthur Krock 
business, If you want to make something out of ~t 
you can really draft _a good letter . Then I like the 
thought that Morris has - ah - writing a l etter to 
the Conference Committee or someone other than the 
Times. I f , on the other hand, its just to correct 
the ~ecord to show t hat Arthur Krock stuck his neck 
out and painted a goldbrick, then I think the method 
of procedure should be a - not a Press Conference but 
a letter to the !lew York Times and not mentioning 
Krock by name at all; don• t give him any build-up, 
just give your issue of Friday and so forth . Now 
Morris agrees with both of them; he rather favors 
the idea on the Bill - the letter t o the Hill pro­
vided that you want to make something out of it, 
so to speak, and after the letter is on paper it 
looks like something . 

Well Llagill i s here. You ask him the question now. 

Hello Eddie . 

Hello . 

Yes. 

Ah - first I asked Henr y this - ah - is it a fact 
that Treasury opposed making - ah - this - ah -
provision retroactive insofar as deput y assessments 
go? 

Yes. 

And was that on account of this Associated Gas 
business primarily? 

Primarily, yes - ah - the - ah - situation is th~s. 
Ah - ah - these jeo~ardy assessments that - ah - in 
other than bankruptcy cases- ah- there's - ah­
there's an average of about 1280 or some such amount 
a year . .. . . .. . . . . 

Yes. 
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•••••• ah- out of all the mass of 4t million various 
cases which we have. Now - 8h - Associated Gas and 
Electric• - h- ah - I - I can't go into the whole 
thing w1 th you because it t akes too long but at any 
rate the f act i s they ' ve had plenty of hearings on 
this thing and - and the ooint at which its arrived 
i s whether - whether they ·are going to pay this 
assessment or whether they ar e not - ah - or rather 
pay some part of it. Now what t hey wanted to do, 
in substance was to get a provi sion in here which 
would enable them to have a series of further hear­
i ngs with respect to the jeopardy assessment, you 
see. As the thing was originally proposed by the 
Associated Gas and Electric people - ah - t he pro­
vis i on was - ah - to have a review by the Board of 
Tax Appeals qn their refinding of the Commission 
that t here was jeopardy. 

Exactly, and that allows them to drag it on and 
everything else, 

Exactly. Now the thing was put up and di scussed 
very fully before the Fi nance Committee and I dont t 
remember - I probably can find out from my people -
but t hey ' re busy on other things - ah - the Finance 
Committee sai d, •1'/ell this thing ought not apply to 
outstanding jeopardy assessments. Its all right to 
appl y it in the future• . And after full discussi on 
before the Committee they decided that was what 
t hey' d do . 

Yes, well now here ' s the thing from, you might say, 
a public relations standpoint . 

Yes. 
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on the race of it Krock' s point has validity . In 
other words, ah - the Co~ssioner should have power, 
where jeopardy assessment has been unfairly slapped 
on to that and, since that is so , if 
Treasury o.gr ees with that it 'IIOuld seem to me that if 
a jeopardy assessment ... unfairly been put on i .n the 
past - ah - you shouldn't obj ect to l egislation per­
mit ting that unfairness to be corrected. Now i f , 
therefore, unless you have some good stu!! show-
ing why you di d that mention Gas and El ectric 
by name with some facts that could be done 
properly then there ' s a damn good r eason to make a 
story out of this • 

.A.b. •• •• •• 
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In other words, that ' s the way I think this becomes 
important - Whether you can bring that in. 

Of course as you appreciate one difficulty with 
any kind of a tax question is you get into so many 
technicalities about it. Now - ab - what Krock 
says here - ah - the s entence t hat is striking is -
is one which mus t have been written by a lawyer 
because what be says is that once a jeopardy 
assessment has been asserted the Commissioner 
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cannot l egally lift withdraw or modify the claim 
before settlement. Well now, of course, what nobody 
would think but you and me is that the - before 
settlement i s tbe main point there. In other words, 
the Commissioner can settle t hese eases just like he 
can settle any other kind of cases •••• • • • 

Yes. 

• • • • • • and does so all the t i me. 

(Mumbles something - indistinctly) 

I can hear you Eddie . 

I say i t would be comparatively easy wher e the 
so- called unfairness- somethi.ng that ' s improper -
the Commissi oner can immediately cleqn it up. 

That ' s right. 

And remove any evidence. 

That's right . 

Let me ask something, Ros - this i s Morris. Bello 

Bello 

Ros - this is Morris, I want to ask something. 
Assuming tha t they bad made tbe proTision retroactive, 
it still would have left in your bands the discretion 
as to whether or not you want to waive the jeopardy 
assessment. 

Well it - i t isn' t a matter - it i sn' t a matter 
of waiving the jeopardy. I don' t think anybody 
contends except the Associated Gas and Electric 
that there ought to be a reTiew of the question 
of jeopardy •• •• •••• 

Yes. 
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• •••• which the Courts have decided time and again 
is a matter that - for the Commissioner to decide' 

The flex1bil1cy in the future ••• •••• 

Now the reason as far as - ah - the contention is 
that if a jeopardy assessment is made that there 
ought to be power in the Commissioner to reduce 
the amount of the assessment. 

All right, now let' s assume they were made 
retroactively ••••• • 

Yes. 

•••••• ybn would have the power to reduce and you 
would, even though you had the power, not reduce. 
Now wouldn't that leave you 1n the same position? 

Well what it means is - now I notice in the last 
fis - 1n the last three fiscal years - ah - the 
Commissioner has made about 3800 - ab - 3600 
jeopardy assessments . 

Yes. 

Vfuat it needs is - if the bill is passed with that 
kind of a provision in the Commissioner at once has 
to start hearings 1n 3600 cases because they' ll all 
seek to try to get them reduced. Huh? 

To decide whether or not he1 11 exercise the power 
of reducing the assessment. 

That• s right. 

I get it - I just want to clear it up. Now let 
me think of something a minute - ah - I don't know 
whether Henry i s listening but I spoke • ••• ••• • 

Yes, I'm listening. I 1m l istening . 

•• •• we're through. 

\Vbat' s that? Go ahead. 
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Two things in the first place that nothing you 
could do that Krock would like better is to write 
a letter or make a statement that mentions his name. 

I s ee . 
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He would just gloat on it nnd capitalize it . 

Yes. 

In the second place, he says that very few 
people, except the Cabinet, tead that kind of a 
column in the times . 

Ah-ba. 

And so you Will not get a general public interest 
among people rona know anything about it - ah - by 
a Press Conference ••••••• 
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Yes. "'"=-~--... - : 
• •• •• you see, except by capitalizing and mentioning 
the Whole Krock story. 

Yes . 

That he thought that you mieht just write a letter 
to the Times and not to any one person - just to 
the Editor of the Times • • •••• 

Yes . 

•••• and not mention Krock' s name and say, "There "as 
r eported in your issue of such and such a date the 
following . The f acts are incorrect in this respect 
and 1n r egard t o the statement made t he taxpayers 
are a rag . Go at • em and say for Christ's sake how 
can we correct it unless Aoerican citizens whether 
t hey•re reporters or not feel it their social duties 
to tell us about the f acts . 

That ' s good. 

Now I suggest you to do that it mi ght be much better 
than writing to the !imes - limited circulation, 
wouldn ' t be picked up elsewhere - ah - 1t means that 
Kr ock loves it even if you don' t mention his name . 
V/ork out a l etter and see what it sounds like aft er 
you've worked it out which you could send to the 
Chairman of the Committee and say, "The follo~~ng -
an item bas appeared in the Times, setting forth 
the folloWing facts on the j eopardy assessment stuff 
and the follotving mistakes wero nade in the article. 

No . 
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If the - whatever the mistakes are, you. see? You 
said there were some tactual mistakes; that if he 
made inquiry at the Treasury or v~th you he would 
have known that they were factually correct. In 
regard to his other statement about barrassed tax­
payers, your Committees have worried about the 
problem as I have for years and I don•t kno~ what 
the answer is but what the hell do you do when 
reputable reporters mention a f act and don't mention 
the name. Now Drew also indicated he thought it 
would not be advisable to have a Press Conference. 
The thing wald get pretty vague and indefinite and 
it 1110uld go into all kinds or questions . Jloreover, 
he is atraJ.d i t might give the appearance in this 
thing that he doe~n 1 t think is very important to you ..... 

Yes . 

•••••• that - give the impression of your Just being 
a bell y-acher ••• • • •. • 

Ah-ha • 

• • • .• do you see? 

I see . 

Be thought that if there was a lit~le of that im­
pression around anywhere in a Press Conference on 
this kind of an issue didn't seem like an important 
enough t hi ng to h1m to call a Special Press Conference. 

I s ee. 

And moreover it would signify Krock too much and the 
rest of i t . He inclined to the letter to t he Times 
without mentioning Krock's name. 

I see. 

Just to the Editor. 

Ah-ha. 

He says it won ' t do much good because that's only 
the Times' readers; wouldn' t be picked ~P elsewhere 
ah - if you reall y want to make a real issue out of 
1 t then you have to do something d.ifferent and there 
you would then incline to your trying to draft a 
letter and see what it looks l ike after you draft 

Regraded Uclassified



H.M.Jr: 

E: 

H. ll .Jr: 

8: 

H .... Jr: 

'A : 

E: 

H .~ .Jr : 

!:. : 

R. a .Jr: 

r : 

E: 

H. !! .Jr : 

r : 

- 8-

it whicb ' 7ou would send to the Chairman of the 
Committee and either you release the let ter or 
cal~ up Pat Harrison or Daughton and te~ them to 
release it. That ' s the impression that he • • •. • • 

Well neither Magill or I like the idea of the 
let ter to Harrison or Daughton . 

Vlhat? \'/hat do you say? 

I say neither Magill or I like the letter to 
Harrison or Daughton. 
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There's no special occasion for it otherwise is there? 

!lo - no. 

No, I think you ' re very apt to stir yourse~ up some 
troub~e that "ay. 

You are - well I don•t know enough of the background 
but I was looking for some way by which you would get 
national circular of your position in regard to a 
matter that only bad a limited circulation in one 
paper, without putting that paper in a position where 
they start stirring it up and capitalizing it and do 
things that - that Krock will like nothi ng better, 
than if you'd ever write him a letter. 

Well you didn ' t suggest that we give it tohim? 

No, but I didn ' t suggest it to hi.m, but it can be 
done that way. 

Wel1 •. •. 

Now I don't know whether Drew is the best person to 
give it to . 

Yes. 

Do you see? Vfuether there isn 1 t some other 
columnist that might not do a better job for you 
w1 th more dignity on the 1m ole thing . 

Yes. 

I _ I don't like t hat method of approach. I think 
that if any newspaper says something there that can 
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be answered 7ou should answer it n. ot through an7 of other one or what not - 70u should it directly to them or something along the line that Vorris has told you about with the Bill. 
I see. 
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Now my feel ing i s that if that letter - if that technique i s out you could find some other way in which it could be made widespread news and that case depends upon whether you can - whether you really want this publicized - in other words Whether you can send it around so that you can tell something that is very helpful t o the Treasury. 
Ah-ba . 

And I think you probably can on the first thought, that i s , credit it to t hose people to talk of com­plaints they've got and I doubt whether you can · on the jeopardy assessment because i t would probably become too technical. The only way in Which you could do anything on that would be 1f you could mention Associated Gas and Elect ric. 
(Aside to Wagil~: 
and Electric•?) 

•Can we mention Associated Gas 

That' s the way I feel . 

Henry . 

What? 

I think if you send for Drew I thi nk be q1Uetl7 might come through and be abl e to prove that the Associated Gas publi city guy handed- itt to Krock ••• ••• • 
Ah-ba • 

.. .. • which i s worth something in a way too. 
Well, of course, that possibility comes in later . If 70U were to adopt a formula of sending this to the Times without anything too much on it - ah -I mean it would be limited then to the Times, that i s t he people wbo read tit Krock thing, then its op~n to Drew or anyone to work up a s tory and they can make something out of it if they can dig out that other s tuff, In other words , then they can mention Associated Gas and you wouldn ' t. 

• 
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Well my inclinati on r l gbt now i s - ab - a letter 
to tbe Times - ah - ah - doesn't mean anything -
I mean as tar - except their own readers are con­
cerned and they're not going to • • ••• 

Krock• s been r eached. 

What? 
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Tbat •s the only peopl e that Krock' s thing has reached. 

And - ah - ah - I 1ve never planted a story agains t 
any Presidential appointee and never will a·s long as 
I ' m here but to give it to Dr ew as' against another 
columnist that comes within the rules of my game. 

Well -

Well what you do then, Benry? 

I tell you what I'm going to do - I 1m gGing tO 
ask Magill to write it out ••• •• •• 

That ' s what I think. 

• •• •• and mail i t up to you t\¥0 guys and let you 
take a look at it. 

That ' s what I think; letts take a look at this 
paper and then you can decide how • •• • •• 

And then we can decide afterwards. 

As to which method. 

See how - how you fellows react. 

Well that ' s just what I think. When its on paper 
then you can see which us~e to make of it . 

What? 

After its on paper •• ••• 

Yes • 

••• • then you can determine what usage you can make 
of it. 
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I think that's the best way. 

All r i ght. O.K. fine. 

Fine, Henry. 

Ever so much obliged. 

o.K. 
Goodbye. 
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April 291 1938. 
lt07 P.M. 

Alt meyer: Thi s is Altmeyer . 

H.!A.Jr: Yes. 

A: I wanted to tell you - ah - about this l et ter 
that the President wrote us. Did you see i t ? 

H. 'l .Jr: llo. 

A: 

R.U.Jr : 

H. 11. Jr: 

A: 

R. Lt .Jr : 

A: 

A: 

R. IA ,Jr: 

Wel l we saw him a couple of days ago about this 
Old Age Insurance probl em. Vandenberg from time 
to time gets out 1n front on the thing c;.z;:! tM-8-
Advisory Council that we have is likely to make- ·­
some recommendat i ons most any d.ay. 

Yes . 

And we ' ve got them under control, that i s , they 
seem to be thinking along the lines we'd like to 
have them think. 

Yes. 

And - however, we fel~ that the President ought to , 
1n some way, indicate that he is interested 1n this 
problem so that if we do develop something that is 
sound the Administr ation rather than that Vandenberg 
group will get the credit for it . 

Well what Itm more interested (laughs) 1n than who 
gets the credit is what ' s it all about? 

Oh. Well •.. •• . 

But I can ' t do it now because I ' ve got Jesse Jones 
outside for ten minutes. 

Allright, well I just wanted to tell you that this 
let t er that the President wrote me merely instructed 
us t o study the thing that you and I talked about 
several months ago. 

Yes, well let ' s- let' s get down and let ' s make 
sure that it' s for the interest of the country. 

-
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Tbat t a right, sure. 

And then - then let' s worry (l aughs) about the 
credit aft erwards . 

, . 261 

Well then- we started out with the -what' s good 
for the country and we ' re still on that basis •• •••• 

Well then you and I won't have any trouble. 

Yes, all right, but I wanted to tell him what the 
immediate situation was so that - ah - when we - we 
won ' t get in - when we do have something that the 
legitimate credit goes wher e it belongs. 

Well when - when do you want t o sit down with me? 

Anytime that you're ready or •••••• 

Vlell let' s say 3 o ' clock Tuesday . 

All right, fine . Thank you so much. 

Thank you. 

Goodbye. 
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- 2, 19.38 
4sn p.a. 

IDIJ'r: Rello. 

Operators Mr. Welles can•t be reached tor about t-enty 
minutes. 

HIIJ'r : Well, U I'm still here -
in or out? 

does t hat mean be's 

Operator: He's in but be can' t be reached. 

Hlll'r: Who said that? 

Opera t or : ~ - the girl on the line - I don ' t kna. whether 
:~ was hia secretary or not . 

Hlll'r: Well, be lett •ord •1th hu secretary - any ti!M 
I - you get his secretary and tel.l. her that I 
•ant to talk t o hill and see U she gives you the 
same answer . 

Operator: .Al.l r 1ght. 
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BIIJr: Bello. 

lloDda,y 
*7 2, 19)8 
5101 P· •· 

Oper a tor : No one ans.ers in Mr. Moffett 's offi ce . 

RMJr: Well, look. 

0 : Yes, •1r. 
IIMJr: I'm going to do this through - ah - i s the.re 

anybody in the office ot the Secretary or State? 

0 : I'll f ind out . 

IIIIJr : See 1t there ' s anybody 1n the offi ce or the 
Secretary; I don 1 t care 1t i t 1 s t he char wo..n -
I ' ll talk to her. 

0 : All r 1ght. 

HIIJr: 1t there 1s anybody :In the office ot the 
Secretary of State. 

0 : All right. I'll get you some one. 
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nlOJQ AaeriO&D. ••••Y, par1e, 

April 39, 1938, 5 p .a. 

rr.noe 

Parte sxch&Rgs a&rkst baa been lees aot1Ys today 

g1Y1q the 111pr .. e1oa of beiiiC OYer-bcNPt oa fors1p. 

ourrenciee. While ataoephsre thie mor111111 wae br1&hter 
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a e a rse\llt of rraaoo-Br1Ueh ooamntqu .. at conclueioa of 

f irat day1 e ooa•eraatione 111 London aentiaent t hie after­

noon is ls .. opt1111et1o followi.ng reporte froa London 

tbt.t Br1t1eh are i norea ainSlY pertUrbed OYer illhrutt onal 

political eituaUon. Thie fear a1110 refleohcl on P&r1e 

asourity • r ket . Guaranty bought another 7,000,000 bslpe 

for Freuch railway repq-t. 

At a quarter of four t hh afternoon I had a talk w1 th 

Rueff, who eaid the first r eporh froa London of OOD't'sr­

U ons on poll Uoal t opioe were enoourastns; he adds4 that 

London ha4 net ooaauatoated anythillg of 1•s41ats 1atereat 

to hie Dspartaant. Tilers has been nothiag further 1a 

regard to t he treasury plans. 

I ha4 a talk w1 ih the Bank of France at f1Ye o ' clock 

t his afiernoca. !ode)' t he control's 1ntensnUoa •• 

Ysry s11&ht• A ~1 aaount of f orsilll exchange •• p 1ns4 

troa .uoh baliUIOe ; but purohaese of eterllllg the control 

had to -.ks for ihs rrence railnf• aors than wipecl out 

thie pill. Aocor41na to ~ ooataot there ne a llar481lil1C 

of 
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of ~u ahrl111g rata at 168-l/1 lata ~hie ne.alq whlob. 

dnalop.n~ b.e did no~ like. lr frln4 aa14 he la aware 

~b.at froa Xondar opera~ore are axpeo~lag a ob..-per frano. 

Karke~ opara~ore go .. 1p1ag for narl weeq IIOYe ~o 

175; rnalue BaDk of J'raaoa gold; 1 .. ue 4o .. aUo loan 

wUb. exob.aas- g\lo!Lraatae; ob~ain aial.l.taneoualr -• aor~ 

of a asl rl&DOe t:tr s-etv.re 1JI. ~bat direoUon froa Lolldoll 

~o oraa~e ~b.e a~oap.bere for ~he loaa, 

U 5l S) aarket ~radar ~alepbOGe4 ~- ra~e b.a4 aoYecl 

~o 163 wUb oon~rol g1dllg larger 8aDWlh of a~erl111g. 
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I aft ,..,.... Ozr•1=4 .... -~~~· 
o! ,.... letter ef .....s.-u. .t April :rlrt 
1M- I 1...- U .. Utft.-lt w -r. 

I ._. _._J., ""7 to 1- ,,_ ,_ 

leUer U.t ,_ 1..- 1\ --'7 at *" tiM 
.. ..tUI&.- .... .wn... .. .-. r-q. Wl~ 
re~,., I -.t ,..r -'p="-. 

I _, .. ..-. *• ,,.,, .. ~ ......... 
7ft fer .a ltpl ,..,,.n lflllA ,_ ...., ct-
.. b .. ,.... ., .................... ... 

fer ,_ ...,. U aU \M - tltnnU lw • te 
tl-4 .,..u "' .... ' .. "-'lt ., ,_ .~ 

l a IIlla ••' U71JII pert=4. 

I ..,. \Mt t '"' ,_ to - to 
·~,.. ..tU -·'- .. ...., ..... -
,. aa I • •1• Ub t e t..t tat ov ,.-1 
trU=4elll.p .u1 -''- 1a , .. n - .. u 
baa b \lie,..,, 

J 
(Sign~.: Mo~ntl:!.ll, Jr, 

llr . f latS.U • . liSe n er, 
la\\le a..:n 1M&, 
Prt- -. ._ IUM/1• 
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IIGII!ARr' a om111 - omoUL 

MI'IUI.IS,U. 

11ft wun&J.&) aun.&R 
IAft'l.& OOUB IDAI 
PIUI0£!01 IIIWUall 

11.£AS& AOOU! Ill UOI.OGT JOJt IIO'f AIIHWN YOUR u:rTD 

DUI to Ia KI• IIOWD V11DCR "flTll wo• 0'1'01 IOU Wll.l. DAR 

,.,ll 10: WIYKIJI !U UU Yt iftl JOUJl ~ IU! JIIGAJIDe 

IIUU 1110"11!11AU JR 
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..,. ......... . 
, .... ,.. ....... , hW•~pt 

.• r ,_ 1•"- or _ • .,.,._ ~ ...u 1..a. 
, .. ,, .. I ,._., U • Ulft.-lt •o ~ ... 

1• MAl ........ .......,._,,.,_ 
•• pol'le6 la \II& _,., •• lde'"r M& I llaA 

.,.. ..... ,.., ~· ..... - - .. s..,. •• l 
,._,_. la \II& .,.._.,, Po"''lo wlUI ,_ •ralal• ..& .-lltl•U- Ia tawnaUOMl n-an_._, .... ta \II& llal\86 ...... 
..... .,Ute~~ ...... , ---1 wlU .. 

·~·~,... 
I _, to \AD \Me .,.nuU;r to ...­

,.. INa \II& 'M\Ma et ~ .....,. for tile 1..-1 
...,. ... ,.. -.. at- • llllllo MtS.. ae ,._ 
...... M \II& y_.,- M& I .... \II&' • will 
... , ....... - .., ... , .. ftl ... - .... 
alu 'll;r .... . 

~ ......... ,,_,,,.... ........ . 

Dr . J-'11 fS.r, 
116M I ...... Aft_, 
oa.s....,, Ullaoh· 

, 

(Signed) B. ... ~~!lthau, Jr. 

• 
' 

I .. , 274 

Regraded Uclassified



APIIlL 28, 1938 

DR JACOB VINER 
SS54 miiOOD A'miUE 
CHICAGO ILLIIIOIS 

COPr 

SECRJ:."TARI•s omcE - omciAL 

. 
PLSASB ACC£Pr III APOUJGY POR Nor ANS'IERIIIG YOUR UTTER 

DUE TO III BElt«! SNcm:D tiiiDER lfiTH lfORI STOP IOU WILL HEAR 

FROll liE liiTHIII THE HUT T11ENTI POUR HOURS BEST lllXIAIIOO 

IUliRY IIORCDlT!iAU JR 
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J.prll 29, 19)8. 

li!IIOIWIIQI POR DR. niS z 

TbJ.I IIO:ral.JII t.he Seor t..iey or the Trc&IIUJ7 1 t.he 
AoUq D1nc\or or tbe 81111&et Md I odlod on Mr. RDbert. 
!lou&b\Ga, Cbd,.... or t.he Wa7a allll lleone c-ut .. , azul 
Ile a era. f1aaoo aDd Cooper. Aaoac other tlliJI&e, tbe lAcre­
Wr)' diacuued t !la poaa1bll1t7 allll ~u1reb111t7 or t.ho 
l aye aac IIMAa c-1\tH bol diq b"arl.nca on tlla debt 
11\\te...t orror >l'liab bad betn .ubaitted to Coogr eaa bJ 
tbe i'Mdda\ 1a b1a ....... K• or llnroll 281 19)8. 

Tile t.hrH .. lll.era Of t he c-J.the were UD64UOUa 
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TREASURY DEPARTMENT 294 

DATe April 29 • l9ll8 

Subject: 

Seoratar~~nthau 

Kr. Bu.fP'/1' 
Current United State& Trade With Japan and China 
(Preliminary data) 

A. United Statee trade ·nth Japan during the tiret two weeks 
ot April 1938. 

1. United Statee export• to Japan inoreaeed 35 percent 
in the tiret two weeke ot April 193S ae compared with the 
a .. e period in Waroh 193S, and were 71 percent greater 
than in February 193S. 

2. Exports ot raw cotton increased $1,595,000 or 95 per­
cent oYer the tirst two wealr.e ot Karoh 1938. Exports ot 
petroleum, iron and eteel manutaoturea, copper, and h1dea 
and sk1na increased urlr.edly oYer the same period ot March 
193S. 

3· United Statee imports t roa Japan decreased g percent 
in the t1ret two weelte ot Apr11 193S as co11pared with the 
s8.118 period ot Waroh and February 193S and were 43 percent 
leee than in the tirst two weeks ot January 1938. 

4. The decreaee ot $139,000 in imports ot r aw silk ac­
counted tor almoet halt the decrease: other items showing 
deoreaeea were prrethrum tlowere, hats and hat materials, 
and nonmetallic mineral products, such ae glassware, stone-
ware, porcelain, and oh1naware. 

B. United State& trade with China during the tiret two weelr.e ot 

Aorn 1938. 
1. United States exports to China and Manchuria inoreaeed 
5 percent in t he tiret two weelte ot April 19}8 as compared 
with the aaae period ot llaroh 193S. 

2. United States imports trom China and Manchuria increased 
23 percent in the t1ret two weelta ot Apr11 193S aa compared 
with the tirst t wo weeks ot March 193S. 
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3· Stat18tios showl.ng United States trade with north 
China and Manchuria and South China and Hong Kong are 
attached at the end or this report. This grouping or 
the trade figures wl.ll be discontinued at the end or 
April in favor or the new olassitioation as outlined 
belo•· 

c. United States trade with China has been reolassitied in 
~ril 1938 to determine the extent ot: 

1 . United States trade •ith Chineee-oontrolled areas. 

2. Un1 ted States trade with Japanese-controlled areas. 

1. United States trade with Chinese- controlled areas. 

295 

or t he sixteen ports and cities in China t o which goods are 
mos t commonly shipped only eix are definitely under Chinese con­
trol--Canton, Hanko•, Swatow, Amoy, Foochow, and Yunnanru. 

United States exports to these eix porte amounted to 
$lll-l , 276 in the t1rst two weeks or Apr11 193a, or only '4. 5 per­
cent or the total exports to China. 

United States imports rrom these six ports amounted to 
~170,lo4, or only 11. 6 percent or the total i mports from China. 

2. United States trade wl.th Jaoanese-controlled areas. 

Seven porte in Ch1na are definitely under Japanese control. 
Of t hese , r our-- Chetoo , Tsingtao, Tientsin, and Peiping are in 
recently-conquered North Ch1na and three-Datren, Uukden, and 
Harbin are in llanchuokuo. 

United States exports to these seven porte amounted to 
,)1, 211~ , 502 , or 3g. 7 oercent or the total· exports to China in the 
fir st t•o weeks or April. or these $53 ,221l- were shipped to the 
North China ports and $1,161 , 27g to the Uanohuokuo ports. 

United States imports rrom these seven por~s amg~~ed tgr 
$4o0,233 , or 27.4 percent or the total imports rom . aina 
this amount $251l- ,421 represents imp~rt~r~~o~b!h~~!~k~ ports. 
porte and $145,gl2 represents 1mpor s 
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3· United States trade with Shanghai. Nanking, and Hong 
Kong. 

Shanghai and Nanking are now under Jaoaneae control but 
1t is by no means clear that goode shi pped' to these oiti~s are 
actually destined for them because 

1. Kany Shanghai firms have moved to Chinese cities 
particularly Hankow, Xunnanfu, and Hong Kong , but their orders' 
a re still filled to Shanghai via European ports (where they re­
ceive changed order s for delivery) or via Hong Kong. 

2. Goods labelled 1 Nank1ng1 may be either for the 
rormer Chinese Government or for the newer Jaoanese- ouooet 
Government at llanking. At present, it is impossibl e- t() deter­
nine whether these goods actually reach Nanking . 

Hong Kong 1a still a tree port . Although 1t 18 presumed 
the t the majority of Hong Kong trade i s with Chinese-controlled 
areas, it i s nevertheless rumored that Japanese coastal vsssele 
are now pi cking up goods at Hong Kong tor transehip~ent to 
Shanghai and northern porta. 

United States exports to Shanghai anel Nanking amounted to 
})1,253 , 070 , or 40 percent of the total exports t o China in the 
fi rst two weeks of April 1938. 

United States imports from Shanghai and Nanking amounted 
to S241,186, or 16. 5 percent of the total i mports from China in 
the first two weeks ot April 1938. 

United States exports t o Hong Kong amounted t o $492 ,831, or 
15.7 percent of t he .total exports , and United States i mpcrte 
f rom Hong Kong amounted t o $230,301 , or 15. 8 percent of the t otal 
!mporta during the first two weeks of April. 

4. United States trade with unclassified Chinese corte and 

cities. 
Exports and imports are frequently labelled simply •China. • 

It ie i cpossible t o determine whet her this trade is with 1 
Chinese-controlled areas or with those under Japanese oontro • 

Unclassified exports to China amounted t o $34,329 ind t he 
· 1 1 1 percent of the total, an un-

f irat two weeks of Apri , or · &419 337 or 28. 7 percent ot the 
classified importe amounted t o ~ • • 
total. 
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Stat1atioe 

A· Current Trade with Japan (Preliminary Data). 

I . United Statea Exports to Japan _ Total Val.ue 

First t wo weeks ot 

~~11 1938 
' oh 1938 

February 1938 
January 193g 
December 1937 
November 1937 

, _It:; iiSi1edQ s:ates ErOorta to 

Co~oditiea • 
showing increases: 

Cotton, unmanufactured 
Petroleum and products 
Iron, steel and 

manufactures 
Copper and manufactures 
H1des and akina, raw 

Commodities 
showing decreases: 

Automobi les , parte 
and accessories 

Chemicals and r elated 
products 

Industrial machinery 
Paper base atocka 
A1rcratt and parte 

Total 
All other 

Grand total 

Anrll 19~ 

$3. 276,000 
2,402,000 

1,905,000 
1,1!)8,000 

331,000 

410,000 

228,000 
211,000 
~·000 ,000 

$10,463,000 

$10.463.000 
7.727,000 
6,112,000 
6,41$5,000 
6 ,912,000 
5.993 ,000 

Japan by Comood1ties 

$1, 681 ,000 
1,397,000 

1,266,000 
52.000 
g3 ,000 

597,000 

251,000 
1,505,000 

622 ,000 
n.ooo 

$7, 531,000-98~ 
196,000- if> 

$7.727 ,ooo 

297 

Febru!U'Y 1938 

$1,116,000 
547 ,000 

1,173,000 
214,000 
60,000 

494,000 

300,000 
985,000 
201,000 
128.000 

$5. 218,000-85~ 
894.000-15~ 

$6,112 ,000 

III. United States Imports trom Japan - Total VaJ.ue 

Firat two week s or 
.ll)rll 1938 
lliroh 1938 
Febru81'1 1931$ 
JanuarY 193g 
December 1937 
•o•eaber 1937 
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IV. United Btatea Importe rrom Japan by Commod1tiea 

Commodities 
showing 1noreaeea: 

Cotton manuraoturee 
Fish and Ueh 

produote 
Wood, paper, and 

manutaoturea 
Furs and ma.nu-. 

taoturee 
Fertlliur and rer­

tlliter materials 

Commod1t1ee 
showing decreases: 

Sillt, unmanufactured 
Chem1oala and re-

lated produota 
Vegetable produota, 

edible 
Nonmet allic mineral 

product a 
Silk manuraoturea 
Fish sorap and tieh 

meal 

.t;orll 1938 

• 1211,000 

107,000 

711,000 

65,000 

52,000 

2 ,410, 000 

101,000 

92,000 

s6,ooo 
77,000 

62,000 
34,000 Pyrethrum tlowera 

Hate and hat materials 26,000 

Total $3.3111,000-9~~ 
All other 2116,000- ~ 

Grand total $3.564,000 

Karoh 19311 

• 102,000 .. 1!4,ooo 

45,000 

6o,ooo 

nil 

2,549,000 

103,000 

101,000 

126,000 
1!4, 000 

I~·ooo ,000 
1J41000 

13.5~.000-91~ 
J2 ,ooo- 9 

$3,gg3,000 

B. Current Trade with Ch1na (Preliminary Data)· 

February 1938 

• 323,000 

45,000 

57,000 

14,000 

1,000 

2,1161!,000 

I!S,OOO 

74,000 

162,000 
29,000 

3,000 
52.000 
sz,ooo 

$3 ,IJ.o3. 000-gg~ 
411,000-1~ 

$3,SSO,OOO 

I . United States Exporte to China - Total Value 

Firat two weeks or Total 

April 19311 $3,136,ooo 
Karoh 1938 2,993,000 
Februar:r 1938 2,399,000 
JanuarY 19311 3,2)0,000 
December 1937 3,131 ,000 

Whole aontb or April 
1937 

$6,990,000 
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Table II. United States Expor ta to China bx Ports 

E~orts t o Chinese ports : 
Canton, Harikow, Swatow 
Foochow, Alllo:r , Y\lnnantu 

Value 

$141, 276 

Exnorts t o Japanese- controlled porta : 
Chefoo, Ts1ngtao, Tientsin, Pe1ping 53,224 
Dairen, &lukden, Harbi n 1 ,161,27g 

Subtotal 

Exnorts to doubtfu1 porta (ultimate 
goods - destination unknown): 
Hong Jeong 
Shanghai 
Nanking 
China - mieo. 

Subtotal 

Total 

1,214, 502 

492,1!31 
642,419 
610, 651 

Jlt . 329 

1 ,]1!0, 230 

t 3,136,oos 

Percent 
of total 

15. 7 
20. 5 
19. 5 
....L.l 
56, g 

100 J' 
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Tab l e I II. Uni t ed St~tes Exoortft to Ch1na by Porta and Pr1no1pal CO%~Od\tAto 

: Chinese: Japanese Porte : : : : : :: 
Colll!llod1ty : ports y: Nor th :Jlo.nchulr:uo ]/:Hong Kong:Shanghai:Nanki ng: Ch1na- m1ec.: Tot al o 

-----------: :china ~/ : : : : : : ~ 
" $130,210 • - • • 35,875 • - • 10, 344$ $176 , 429~ Airoratt and parte 

Automob1lee, part s and 
acceescries 220 19, 511 

Copper and manuract uree 

Cott on, unmanufactured 352, 962 

Electrical machinery 
and apparatus 9, 729 

Firearms and ammunition 10, 231 

Induetr~ machinery 310 18, 220 

Iron and steel and 
531! 144, 535 manufactures 

Paper and manufactures 11,079 2, 000 

pet r oleum .and pr cducte 2, 337 26o,IIS4 

Tobacco and manutacturee 1,924- 58, 650 

All Other 305 8, 106 79, 264-

Total $141,276 $53, 224- $l , l 61,27g 

1 Canton, Bankow, swatcw, Foochow, Amoy, Yunnantu. 
~ Chefoo, Ts1ngtao, T1ent a1n, Pe1p1ng • 
.lJ Dairen, ltUkden, Harbin. 

107, 672 76, 443 
IIC 
0 

449, 009o1 .. 
4-3,005 43 , 005~ 

135. 7411 - 19, 952 501!, 662!" 

15, 866 19, 461! 921 45, 9114_, 

- 600, 307 610, 538 

29,104- 2, 310 9, 628 59. 572 

4-6,012 9, 512 200, 597 

35,1!06 4-7, 737 96,622 

18,988 17 ,129 291!, 931! 

8, 372 216 ,oo6 2114, 952 

152,131 118,066 ), 1!21! 361, 700 

84-92, 831 $64-2,4-19 $610,651 $34, 329 $3,1)6, 008 
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Table IV. United Dtatea ImPOrt! fro. Qhina - Tota1 value 

riret two 
•ttte of 

April 1938 
Karoh 1938 
February 1938 
January 1938 
Deoe11ber 1937 

Whole •onth of April 1937 

$1,461, 000 
1 ,183,000 
1, 033,000 
2,188,000 
2,440 ,000 

$12,1]3,000 

Table V. United States I mports from Qhina by Porte 

Imports rrom Chinese ports: 
Canton, .Hankow, Swat ow 
Foochow, Amoy, Yunnanfu 

Value 

$170 ,104 

I mnorts from Japanese-controlled 
ports: 
Cheroo, Te1ngtao, Tientsin, 
Da1ren, J(Ukden, Harbin 

Subt otal 

Peiping 254,421 
145. 812 

4o0, 233 

Imnort s fro: doubtf ul 
or goode nknownl: 

ports (origin 

Hong l:ong 
Shanghai 
Nanking 
China, mieo, 

Subtotal 

Total 

230,301 
24l, lS6 

419 .337 

890,824 

$1,461,161 

11.6 

15.8 
16. 5 

~ 

61.0 

100 ~ 

or 
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Table VI. Unit ed States Imports trom China by Porte and Principal ooaod1t1ee , • 302 

Coaod1t1 

Br1et1ee I 9, 949 I 46, 026 I 29, 993 

Cotton aanutaoture 

Firewor ke 

8,347 4, 413 2, 362 

nax, he.p and raaie 

FUre and manutaot uree 

Ba.1r and aanutact uree 

Hate and aanutaot ur ee 

'l'lD, ore, eto. 

Tung (wood) oil 

94,711 

4, 825 

9. 373 

31, 203 

30. 753 22, 091 

1 , 677 

Yegetab1e products , ed1b1e3, 31J 11, 831 1 ,928 

All Other 11 ,061 119,145 14, 906 

Total 1170,104 1254, 421 1145, 812 

Can on, 
Ohetoo, 
Dair en, 

w, swatow r oochow, Amo1, 
'l'e1ngtao, 'l'iente1n, Pei pi ng, 
IIUitden, Harbin. 

Yunnantu, 

$ 

2, 56g 

3g, 926 

5.957 

4,796 

15,9S3 

31 ,So4 

13, 794 

35. 767 

so, 7o6 

1230, 301 

34-, 284 

14, 307 

42, 737 

4,4a9 

53.952 

38,568 

24, 468 

1241, 11!6 

• 

- I 2,694 

4-,300 

3.504 
3, 683 

21 ,930 

368,142 

2, 270 

12,814 

.. 
1117,<>435 

51, 974 If 
76 ,824 i 

124,}48 i 
IS 

157 , 568 I 

76 , 820 \0 

59.312 

53.734 
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Coaod1t1ea 
(01 dtaaeitioation) 

(a) To llorth China and Manchuria 

AJ;!r1l 1!;1]11 

Cotton , unmanufactured • }66,000 
Automobiles , parte and 

aooe110r1ea 265,000 
Pe troleua and products 26},000 
Iron, steel and manu-

faoturea 145,000 
Tobacco and manufactures 61,000 

Karch 1!;!211 

• 77,000 

19} ,000 
117,000 

51,000 
124,000 

. ' . 303 

,.. ~ .... $1,100' 000-~ 
All o~er 

$572,000-7~ 
122,000-1~ 1~,000-22)' 

Grand total $1 ,225,000 $736,000 

(b) To Shanghai, South China and Hong !(ong 

A2r1l 1!;!2S March 1!;!2S 

Firearms and ammunition 
Tobacco and manufactures 
Automobi les, parts and 

$ 6ll,OOO 
224,000 

$ 3S7, 000 
5211,000 

aoceaaoriea 
Aircraft and parts 
Cotton , unmanufactured 
Paper and manufactures 
Chemicals and related 

product a 
Vegetable products, edible 
Iron, steel and manufac-

tures 
Copper and manufactures 
I ndustrial ma~inery 
Petroleum and products 

Total 
All other 

Grand total 

184,000 44},000 
ll6,000 52,000 

1 l•ooo 26,000 
g ,000 21,000 

71,000 75,000 
56,000 32,000 

56,000 . 92,000 
4},000 167,000 
lj.l , 000 30.000 
26 ,000 49 ,000 

$1,727,000-90~ $1,902 ,000-114~ 
164,000-1~ 222·000-16% 

$1,9ll,OOO $2,257,000 
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Un1ted States !jaorta ! r om Ch1na by commod1t1ee 
(o Classification) 

(a) From North Ch1na and Wanchur1a 

M!r11 1931!! March 193g 

Text1le !1bree and manu-
raoturee $161 ,000 i 62,000 

Furs and manufactures 106,000 78,000 
Br1atlee 76,000 5,000 
A.n1mal produote, ed1ble 25,000 32,000 
Nonmetall1o mineral prod-

uota 3,000 ~5,000 
Per11la o1l n11 g ,ooo 

Total $37l,OOQ-9~ $2So,ooo-g6~ 
All other 31,000- g_,: 44 ,000-l~% 

Grand total $~02,000 $32~,000 

(b) From Shangha1 1 South Ch1na and Hong Kong 

Al!r11 12]8 !larch 12jS 

Tung (wood) o1l s ~25,000 9325,000 
Flax, hemp, ram1e and 

manutaoturee 115,000 K~.ooo 
Hate and hat mater1ale 5g,ooo 7,000 
T1n ore, bare , blocks, 

54,000 3~,000 etc. 
Furs and manufactures ~2,000 1 ,000 

Br1etlee 1,000 52,000 

Vegetable products, ed1ble 41,000 82,000 

F1reworke zz ,ooo 14,000 

Total $ g6},000-g2% $64 3. 000-75" 

All other 126,000-lt!% 216,000-25.:' 

Grand total $1 ,059.000 $g59,000 

> · 304 

Regraded Uclassified



HOU> 101l REUA:l! HOLD l'CI! R!L.1WiE 

April 29, 19SS 

CQIJ'IDDITIIILt To be held In S'!'RICT CallllllliCS 
an4 DO portion, s}'DOpsle, or tntt•Uon to be 3 0 
publlabed or given out until tho R!ADING ot tho 
President' a lleaaag<~ bes bO$Ul in t bo Senate o r 
tbe House ot RopreaantaUna, !rtrene core O.lOt 
t boretoro be exorcised to aYOid preneture pub-
1 \cation. 

S'l'!1'lll':N E 1\RL y 
Socret~v to t~o P~s\dont 

- - - - - - - - - - - - - - -
TO 'niE COmRE3S 01 TilE UIIITED STA'l'EJ t 

Unbappy nonts abroad have retaught us t'IIO o1C1plo truths stout 
tho libert y or a domooratlc people. 

Tbe tlrat truth Is tbat tbe liberty or o domDCnl07 Is not aote 
It tbo people tolerate the growtb of privata power to o polnt where It 
becooea etronser than t heir denocrattc state 1teelt. Tbat , 1D its esseDce, 
to haol.., - ownership ot Covemaont bJ an Individual, br a group, or bJ anr 
other controlling pr1•&te power . 

Tbo oecond truth Ia tbet tbe llbert• or a do-ocracy Is not seta 
if ita buelneaa s:taten does not oroYide emloyment dnd oroduc:e and dis­
tribute ~do In aucb a wav ao to auata ln on ocoontoblo a tendArd ot living. 

Botb lessons h<t bo,e. 

Amon& us today a coneentrat \on or privata 'Dower without equdl 

In history Ia growing. 

Tbls concentration is seriously impairing the economde ertectt••­
nesa ot private enterprise ~s a wy ot providin& e:n:plOYJDI'ot tor le.bor and 
capit al oDd as a r.a.y of asS\ll'lng a !ODrO oqultoblo d l otrlbutlon of tncoltiO e.od 
earn lngo among tba pcopla of tbo nation a.o o wbole . 

1. The Grow11!6 Concentration ot Economic Power 

Statlotlca ot tba BUI'OOU or Internal Ha .. ouo rneal tho tollowlng 

Cll!IOZing tigureo tor 19:15: 

OWnership ot corporate assets: 

or all corpornt Ions reporting from ...... , port 
ot tho oat ion, one-tenth ot 15' ot t hem owned 
lla:l of the aasata or all ot them; 

and to cllncb tho point: 

or nll co:rporntions ropo;\l.J>e• loes tbon ~ 
ot ,_ oorned m ot oll tho aeooto of oll or 

them. 

InCO""' and profits or CC>rpora.tlono: 

or a ll tbe corporatlono roportln~ ti'O"l •• •rr 
.,art at the ""untrv , ono-tant'h or 11 ~r them 
earnnd 50~ or tho not tnccrw nt all ct t he"; 

an4 ~ cltncb t~e point: 

Of' all the manutacturtn& corpor at tona roport lns, 
l oao t bon 4/f. ot them earned 04~ of all tho net 
profits cf ell of t hem. Regraded Uclassified



-Tho statistic&! history of 01oclorn tll:>ea prons that in tiaol J t 
of deprosaion concentration of buaineu apeecla up. Biuer busineaa then ° 
has larr;er opportunity to r;row still bir;r;or at the expanse of aaller 
competitor• who are weakened by financial advoroity. 

Tho danr;or of this oentraliut.ion in a hanclflll of hur;o cor pora­
tions is not rod110ecl or eliminated, aa 1a 1o11otilles urr;ed , by the wido 
public distribution of their securities. Tho 01oro number of seourity­
holders Ill-veo little clue to the she of their individual holdinr;o or to 
their actua l ability to have a voice in tho m&na(;eU~ent. In fact tho 
concentration of otock owner ship of corporations in tho hands of a tiny 
minority of the population matches tho concentration of corporate asooto. 

1929 wu a bonner year for diotribution of atock ownerahip. 

But in that yeo.r 

three-tenths or 1 per cent of our population 
received 7~ of tho dividcnda reported ~ 
individuals. This hao routhly the •~ effect 
as 1f

1 
out of every 300 rorsons in o~ popula­

tion~ one person received 7& o ~nt' out of every 
dollar of corporate dhidonds while tho other 
299 l'ersons divided up t he other 22 cents between 

them· 

The effect of this concentration 1a reflected in tho diStribu­

tion of national inc ome. 

A r ecent study by the H~ational Resou roes Committee shows that 

in l936-3b• 

Revenue 

4~ of all Amcrioon fomilios and sin~le 
individuals livint alone had incomes of less 
than $1,000 for the yoar 1 

and at the other end of tho bddor a little 
less than 1~ or tho n•tion•s families 
received inco=es which in dollar• and cents 
reached the sau total aa the incOJ:le& of 
the 47Jt at the bottom! 

Furthe~ore, to driYe the pc1nt home, the Bureau of 
reports that estate tax returns in 193b, shaw th•ts 

33:J' of vhe property which was passed by 
inheri•·ance wu found in only 4~ of o.ll the 
re ort~g estates • (And tho fill" reo of· con­
ee~tration would bo far more impress ive, if 
we included all tho emnllor ootates Which, 
under the law, do not h&VO to report·) 

Internal 

f 11 in& in which pol1ticnl democracy 
llo beHove in a way o v it ahould servo ,.nd protect each 

and f roo private enterprise for prot liberty not for a row but for all· 
other - to enaure a maxiD:\lll. or h\,lJYAD 

ll said that "Tho rrooat 6overument, 1f it 
It has boon - t bl if tho t -endency ot tho 

could exiat, would not be lo:c=~~t~on o~r property in few hondo, • 
l•• were to create a rapid r the pofulation dependent and penniloos. 
and to render the great _., o 

Regraded Uclassified



- ~ -
'l'odsy many All>)rican.o ook the uneasy quunt1on: I s 

the YOOi feration that our 11bor~1es oro 1n danaer juot 1! 1ed 
by tbo t oe t o? 

Today ' a rs.J18'We:r on tho part ot a•oraoe men and W'CI:Ietl 

ln e• ory part of the country 1s f ar aore accurMo t nBD 1t would 
ban bee.> 1:1 1?29 -- tor the Yery o lq>l l r eeaon that during 
t be pu.at n l nl' ·""UP wP hftye bern dol n& a Jot or COIZIOD s en3e 
t blnklr3. 1h ' 1r c.DSl"er l a t lll\t 1t there Ia t llat danaer 1t cac•es 
rroa tt..lt C('lr.cct..tr-+.ed or1YUt e econo:Uc po•er • bl eb t s strog,gl1.D.S 
eo b.e:rd ttl roatt:t' ou'!" d'%Dcra t1c esovunwcnt, It will not como 
oo 00"18 (by no mc"'lls all ) ol' t ho posuos•or • or t hot pr ivat e power 
would mn:{o ~ho pe.,pl o bel i 'll''O .. - l'rOC'Il our ch.mocr utlc government 
itaolC . 

1I !!!:;!.nc1t!L<l_ont r<>l ovor In4us.Er_.. 

t'"t on 1.h lt~c Gt"'lti ~tieti I havu c i tod i.lo not mo.tiGUre 
t ha A~ tu.,.l c!Pg.'"et of co·tc' .;ur.:ttion at' control over American 
l ndua.ry . 

C\~~~ f1~~~ci~ c~nt~l , throuSh l otar l ocklna spheres 
Of ln~lUAUC C?~r ~~~~4~ uf iDY~Dtuont , ~ through the USC 
ot fl-,,.:,~!:.!. c-, ... ':.,....; L!~c.: i.ul111'!8 CQ.Q''llieu tw" atrut-uoic 
111 nor:.~;,· J .t. ~cr .:::rt 3, :r .. llL3 cloc!.'!: control of tt";o bus1ne3s 
J)Ollcica Of t.:lH "r):-iJC6 tfl-.iot r.DSCl1...lrude 119 in&!QOCDd~nt unitS. 

Tn:-t. l'Ccl\"Y t~ ot into:;.rot"d U"\UJ\ciol and l:iUila&c­
mont control h~"s upo!'l l!\l"dt'l and stnt~~ic .u-o....a ~t ~eric!Ul 
t n<luatry . Thtl sn"'.ll bw1n"::s can lr\ untor'-U"lut 'll Y oo1Jl6 drive.n 
i nto A less Lnd le~s 1nd~peudo~t po51 tlon in AV~ricnn life. 
You ond 1 muot udrd t tnst . 

Priv~to enterpri se i s ceoai ns to bo f r eo ont.erprise 
ond i a baco.•lin~ u cl uster or priv'ltv coll oc t1visma : m.'lsk1D6 
1 t acl r ao :1 cys t em of t'r\>e ontur pri at.t of t or t hu :u:af.l rlcan model , 
1 t i a i n foct bt..cor.AtiS 1\ co:Jcoo.lt•d c•~rt..~l 3ya t Gcll after the 
Europ• UJ ao1ul. 

Ye ~11 want otfic1Qr.t 1n~uDtr1 •l Rr~h .nd tbo 
a dvo'3tDSttP of ur.ss proO..uetlon. Ho on(; ~cota that we r EJturn 
to the h!1&4. lCC':.l 0:" h:...nd fo:-tte. ~ Jufi lllC Of processes involved 
i D tun.i~ C'\..t ""' sfva:l ttl.. .... Tl~oeturwc' proluct ~ well r equiN• 
onn or IDOI'v tw:;u ~s? rroCuctlo~ J)l .llltl . tbdcrn etti c:i ® cy 
rtAY c.;J.l rc;..-- t!lts. But r .. ocit..rn err1c1c:n~ =-··· production i s 
not t'Urt~wr~ ~v u cant rel control which clot.t roya ccx1)et1tion 
bOtW~n ifldUr.t:rio.l pl~nt--: ~·cb C"'!)abliJ Of ·1'tici 1llt :;;:t:S8 
p roc1uctlot: wl ilc.. O;lOr: .. t 1:.g o.s acp:~rn.to uuJ t .,. I :lduatriol 
ct t i c l t..ney 1\<..\JS no ... h;..vl.! t o nt:.ln iMJat :iu.l u.optro bulldJcg. 

A,."\d 1nd•J.st:"i Bl .. :n:tir~J builu1ng, u: .tortu~toly , h.!ls 
ovolvod i n to b·u".k.Jr contr<~l or 1nr\\1Utry. \-1 ..; oppoJJO thot. 

Such control docs not off er tJJ.l'<J t y rur tho i nvesting 
public . Invo&t:oout ~udag~nt r equi r wo l.ht. tl1a1nter oettJd opprat sttl 
ot othor poopl o ' s QOn~e~Jn~ . It b~oom~~ blurrud nod 41 s tortqd 
I f it 1a co .>bi~od wl~h t M confllcti uc dutY of cont rolling t ho 
maoog~m~1t it 1s ~uppot~ to Judce . 

Inturloe':i..DC rtwmciol cor.trolo l'.uv , t 'lkcn troa 
Amerlc~ ~usine~~ uucb of ita trod i tlon~l viri l i ty , i ndependence , 

o4 'lpt'\b i l1 ey o"ld duri ;.s. .... \11 t hou\ cocp~tora.ati :lf: ..u1:Yant .lgos . 
TboY hAYC n,~ g!Ydn t h< at~b1 11ty th~y p~eud. 

Bu8l:lCS5 ent.orrr1oo nc~a ""• vi t •tJ.U.y o.nd th~ 
tle:db ill ty tt".at cc::nas f!'«l tb~ 41Yvra1rt_,i v!"t"c:-te, l:ldcp~ndent 
j Utlg:Dflt.t a ~:W; vibr...nt cn....r,Pcs of t boua..t.n4G ~n tt.ous.;:mds or 

i nderp ·Jndn.nt busi ness cx;:"l. 
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~e 1ndhidual cuot be encourtoeed to exerciae his own 
Juclc=ent and to Yenture bio own mall .avin&o, not i n stock 
t;Nibl1n& but i n new enterprise i n• eotment . lien will dare to cam­
pete at;ainst men but not agninst gianta . 

III . The Decline o! Cgmpeti'eion nnd ita Effects on Emplqymont: 

I n output per man or mar.hine , we aro the moat effici ent 
a...ttrtat• nation on earth, 

I n the matter of complete mutual employment of capital and 
labor we are among the least efficient . 

Our dif!1cult1ea of aoployi nt; labor and cnpital are not new. 
lre bave bad them since good n-ee lnnd t;t'Ve out in the West at the turn 
of the centuey. '!'hey were old before we undertook changes in our tax 
policy or in our labor and social let;hlation. They were caused not 
by thla let;1elat1on but by t!le same forces which caused the lepsla­
tion . The problem of b:-i...,P.n;: idle men and idle coney together will 
not be aolnd by abandoning too foNnrd at eps "" have taken to ac!Juat 
the burdena of taxation core fairly and to attain social justice 
a nd aecurity . 

If ynu believe with me i n privata initiative, you must 
aclcnowled&o t:.e right of wull-mnnt~&~d 111!1!\ll buai noss to exp\>Ct to 
make roaaonable pr ofits. You muat admit that the dostroction of 
thie opportunity follows concontration of control of any given 
industry into a small number of dominating corporations . 

One of tha primary caueoa of our present difficultios 
lice in the disappearance of price competition in cany i ndustrial 
fie lds , particularly i n ~sic ma~u!acturo where concentrated 
economi c powor is cost evidont - and where rigid !)rices and 
nuctuatin& payrolls are general . 

llanaged industrial ')rices ..eon !ewer joba. It is no 
occi dent that , in industries like cement and steel where prices 
have reaaincd fire i n. the face ot a tallint; dOIIliiJld payroll a 
have ahrunk as much as 40 and 50 par cent in recant 010nths. 
!ror 1a 1t mere chance that 1n coat cQl!lpet1 t1va industries 
where pricea adjuot themselvea quickly to falling demand , pay­
rolla add employment have been tar bettor maintained. By pr ices 
wo moon , of course , the pricea of tho t1nished &rticlee and not 
tho wnge a paid to workere . 

When price• aro privately mannaed ot lovols above 
thoee wl

1
ich would be detemined by t1·ee cOl:l]lctition , everybody 

po,ye . 

~e contractor ~· more tor materiale; tho home­
builder paya more for his house; tllo t enant po,ya core r ent; 
and the worker paya in lost work. 

Ivan tha Go•erncent 1taelf h unable , in a large 
r e of •teriale, to obtain coapotitbo bid• · It b repeat.-
0~ confronted wi th bids 1dent1eal to tha last cont. 

Regraded Uclassified



OUr housi."lg ahorta; ~ a perfect cxanrlc of haw 
ability to control price:; intcrtcrca with the ebility of private 
enterprice to !ill the needs of the ca:cunity and orovide ec--
ploynent !or capital. and ltlbor. · 

On the other ha."ld we havo sc:rJe lines of business larce 
and snall, 'llhich are genuinely canpetitive. Often these c:.,_ 
pc~itive induntries must bly their boaic products !'rem ll!onopolistic 
inaustry, thus los inc, end causing the public to lose a lsrce 
part of the benefit of the:ir OTm competitive policy. ' Furthex-­
more, in times of recession, tho prncticea of monopolistic 
induntrias make it difficult for buuineos or ccr:l.culture T/hich 
1o eCXI'Ipotitivo a.ncl li\ich docs not curtail production belOTt nom.al 
needs, to find a marl-:et for its .zoods evon at roducod prices. 
For at such t ir:tes a larce uwnber o£ nustcrners or aill'icul ture 
o.nd competitive industry nre bo:IJI!; thrcrrm out of l1orl: by those 
nor.-compctitive in~ustricn T:hich choose to hold thc:ir prices 
rather than to move t heir ':OQ<ic and to a:tploy their 110rkers. 

I£ private ento"7risc loft to its crrm devices beeaxs 
Ml!- rcgimcntod mui hal£-e<:v.potitivc, halt- slave and half- free 
as J.t is today, it o~ ~ot adjust itself to J:~CCt the ' 
nocds and the d=:=rl.s or-aro country. 

llost cOT.tplsints !or viol:ltiono oZ the anti--trust l:llfs 
arc ~de by business me."! 3:_;nin~t other bus.lncss men. Even tho 
moot monopolistic busi."lcss rn."l disapproves of all monopolies but 
his Olmo Wo =Y smile at thin as boinC just on "xample of hUtl8ll 
nature, rut we cannot laugh away t ho !act that the combined effect 
of tho monopolistic controlo which oMh bul:inoss group imposes 
!or its OVJn benefit , incvitnucy destroys tilo bt.ying porter of tho 
nation as a •mole. 

IV. Comoctition Docs !lot Moan J:jXplo:l.tation . 

Coo:pctition, of cour~e , like nll other good ~ings, 
can bo cnrriod to excess . C«.q>ctition 3hould not e:delld to 
!ioldc .mere: it h:!s dCl:lonot rably bnd ooc:Uil nnd econooio con­
aoquonces . The c::plol.tation of child labor, the chicellng of 
workers 1 r.ages , the str etc:u.na of:: r.orl.ors I hours , arc not 
necessary fair or proper rootheds of ca;>potition. I r..avo coOo­
sistontzy' urged· a federal mJ.&O and hours bill to tako the 
min:!= decencies of lifo f or tho WOl'kinC ma:1 and 1'IOI:lSll out of 
tho !iold of competition. 

It is of course nncocsar,y to operate the competitive 
syotcm of tree enterprise intell:l.gontly. In ~uuin:I the marl:et 
for their vmr es bu$ineS31lLCn, like tho £armors , should be given 
all possible irlformation b;r government mui by thf)ir OTm associa-­
tions so thnt the'J may act rdth kna~Tlcdrc and not on impulce. 
Serious problell!S of te;nporory overproduction can and should bo 
avoided by disseminat:ing in!omation tMt r.ill discourage the 
production of t!Ore goods thM the current oarket: can possibly 
absorb or the accux:aD.ation of dazlgcrously large l11Ventorios for 
'Rhich there iS no obVious need. 

It is, of cour:;o, necessary to encourage rises in the 
level of those ccmpet~tivo prices, such as ngricul.tural. prices, 
'll!lich must rise to put our ~rico otr..>eture into nore r.orkablc 
ba]Ance ani r..aJ:e the debt burden r.tOre tolernble. llalV such ca~>-
petitive prices are nOI'f too 10\to Regraded Uclassified
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It 111&1/ at ti11es be oecaoaary w give special treat­
~~ent to chronically aiclc ioduatriaa which bave deteriorated too 
tar tor natural revival, eapeciall,y thoae oblcb IID.Ye a public 
or quaai-publie character. 

But generally over the field of industry and fioaece 
we muat revive and strengthen competition if we wloh to preserve 
and molce workable our traditional ~ate10 of free private enter­
priee. 

Tbe jua~ification of privata profit ia private riok. 
lie caooot satel,y nioke America aate for the buaineaaman who do&G 
not wnnt to toke the burdens and· rie:.Ca of baing. a buainesaman. 

V. ~e Choice Bef ore Ua. 

Examination of QOthoda of con¢uct ing and controlling 
private enterPrise wnich keep it f ro:a furnleh lng Joba or in­
co.,. or opportunity for one-third of the popllation 1s long 
overdue on the part of thoae who aincoral,y .,.nt to preserve the 
~atea of private enterprise for profi t . 

No people, least of all a democratic people, will be 
content to go witnout work or to accept some utandard of living 
which obviously and woeful ly falls abort of their capacity to 
produce. No people , l east of all a people Ylith our traditions 
of per aonal liberty , will endure tho olow eroaion of opportuni t y 
for the coawon man, the oppressive aenao of balpl e saneas under 
thu domination of a f ew, which are overoiiD.dowing our whole 
econo101e life. 

4 discerning llSg&zine of buoineoo baa edi torially 
pointed out that big businesa colleetivlum in induatry compels 
an ultimate collectivism in govera...nt. 

Tbe power of & few to ~· the econo:llic life of 
the 116Uon e11at be diffused . ....,~ t he =any or be transferred 
to t:le public and its democratically reaponlible goverDIIlSnt. 
If prices are to be ~ed and edminiatered, if the nation's 
buoineu 1a to be allotted ~ plan and no t ~ cocpetition, that 
power ahould not be vest ed in any pr1v8te group or e&rtel. bo.,... 
ever benevolent its profeosiona profeaa to be. 

'l'hoeu people , in and out of the helle of government, 
who encourage the growing restriction of competition either by 
active offorte or by passive reaiatanco to sincere attemPt• to 
change tho t rend , are shoulder!~ a terrific roopon•ibility. 
Conacioualy, or unconsciously, they are working for cen trali zed 
buaineaa and financial control. Conacioualy or unconsciously, 
they are therefore eitnor working for control of the government 
iUolf by buainess and fioaeee or the othor altornative -- a 
growin« concentration of public power in the &nvt.rn""'nt to cope 
with auch concentration of private power. 

The entorce .. nt of f r.,. CO"P"ti tion 1a the least 
r egulation buaineos ean a--peet. 

J ;() 
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VI, A Program. 

'lbo trudi tion'll approach to tho probl.nos I btl•e diacuued J // 
h.ll boon t~ the anU- troe t l<~ws, Tba t appr<l<!cb wo do not 
propoau to nbandon. On the contrnry, lllthOU&h we Cllat reeOj!llize 
thO i DAdequocies or the exiatiag l owa , w~ a~ek to enforce theo so 
tb4t tho public shall not be deprived ot ouch protection ~e they 
ottor<l . To entorco tbeo properly r equires tbA.>rougb invcstig.>tlon 
not only to diGcove r such viola tions no m y exist but to o•oid hit 
a nd mise prosecutions bsnntul to bu" inuas nnd govornr..ant o.liko. 
To provide for the proper "nd rt\ir entorco:r.unt or tha existing a nti­
trust luwe I ahnll submit , through tho budGe t, r ccommundntions tor o 
dorieiency appropriation of $200,000 for tho Dopo.rtmont of Justice, 

But the existing anti-truat l •twa ur o i ocdequato -- most 
importantly bccouso or new fi~~cic.l uconoo1c co~dit lons with which 
they ~ro powerless to cope . 

Tbo She rman Act wus puM•ld noirly forty yeo.rs ago . Tile 
Cl~yten nnd Ycdur>l ~de eomcdosion Acta wcr o pass ud over twenty 
ye~ra ego. We have had coosiduroblo ox;urionce under those nets. 
I n tho munnti oo w" have hnol c. ch:l.'ICil t o obsur'Oo tho pr3ct1c:>l oporn­
tion or lnrgc- scnle indus try Wld t o learn = thincs ubout tle 
compotitivo oystem which wo did not know in t hos J duys. 

Wu have witnessed thD morging-out or otfcctivo competition 
in many fi elds of cnt .. rprio.: . vlu b:.vc l " trnud tb.'\t the so-called 
compe titive system works diffor untly in wn industry where there oro 
l!l(llly indepe ndent units, from tho wuy it works in u.n indu.stry where 
n row l nrgo producers dornin~t o tho mnrkut . 

Wo hove ulso l~C!rned th" t a r oolia tic system of business 
r egulation hao to r each LJOl'<l thrlll conociouoly illlllOr.il ucts, 
The COI!Imlnity is inte,.,.stod in econo::ic r osulta . It 11110t be 
protected from econo_'lic c.s ttcll ns mor.ll wrungs . 1/u mJst rind 
prnctical controls ovor blind oconoo1c rorcos ns well os ov~r 
blindly selfish QOll. 

Oovorn=nt c an d~nl :md should do:.l w1 th blindly s elfish 
mon . But th~t is a CO"J''Mti'fol;r ~l p;trt -- tho e!lsicr p:lrt --
or our pr oblem. The l <rg.,r, t:.Or~ i<:;>ortant md oar<~ difficult 
port , r our problOtl 1& to d~nl with oon who lll' G :10t selfi sh 3.nd 
who ar o good citi7~ns , but who cunnot s~o tho soei:ll and econoo1c 
consequu~ces or thoi r actions in n oodorn ooonoQ!cally inter-
dependent co~~nity. They fc.il to grasp tho significoncc of sooa 
ot our most vit~l socinl and cconocio problume because •hoy soo 
thum only in thu liGht of t hoir own paraon:>l oxporionco und not in 
por spoctivo with tho oxpcri onou or other aon und other i~dustrios. 
Thoy, thor oforo, ft~il to aoo thouo probl ems f or tho nuUon us n 

whol e . 

To cdet tho situati~n I hovo doacribcd , there should be o 
thorough stu~y or tho concc::>trntion or economic power in /Ul>Cricnn 
induotry nnd tho a ffect of th:>t concunt~ltioo upon tho dccli:1e 
ot compoti tion . 'R:er.> should bo on uxa:oin:.t1on or the exist-
i ng price systc= and the price polici"S or industry to dct orcino 
tholr erruct upon tho gon~ral l c'fol or tr:tdo, upon eq>lQYO nt, 
upon long-torm profits und upon consw:~~>tion. 'lbu study sJ:ould 
not be confined t o the t t'!ldi tional o.nt1- troot tiold . The 
ottocts ot t a x, patent nnd othur go•o~~nt policies cannot be 

ignored . 
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Tho otudy should be comFrohcnoivo lnd edoquHoly 
financed. I rocor.Llend Ul nppropriotion of not loll then tSOO 000 
for tho conduct. of such cocprehenalvo l tudy by tho f'ederal tr~de 
CoDI'daalon, tho Dopt.rtmGnt of Juatlce., the Soourit lea and txchan&e 
ComJallon, and auch other &&enclea ot tpvornaeot u have 1pecia.l 
experieDCe in YUloua phases of the inquiry . 

1 enumerat e soae of the itews that ahould be embraced 
in tho propcoed nudy . 'J'ho hec:s aro not i ntended to bo all 1.11-
olualve. One or two of the i~e.a, IUOh aa bank holdln1 companies 
and lnvoetmDct trusts, have alro.ady been the cubjeot of special 
atudy~ a nd lo&lalation eoncernin& these need not be del~od. 

(1) lm~cvamont of Anti-Trust Proctdur e. A revi sion of 
thQ oxlat in& ant~truat laws should m&ko them auaooptlble of 
praot1oo.l enforc ement by Ctlating upon those ch IU"jS:Od with violations 
tho bu r<lon of proving facts I'<'Ouliarly within thoir knowledge . 
Proof by the Gove r1unent of i denticlll bide , uniform price incr ee.ses, 
pr ice leadership , hi&her domeGtio than export prices, or other 
apooifiod pr ico ri~idities mi&ht bo accepted aa prima foeie evi­
dence of unlawtul actions . 

The Dep&rtGent of Juitice ""nd tht' fedon1l Trc.de Com:n!s ­
aion ahou ld be give%\ JaOr e u.dequa.te and eff ecti vo 1 ower to investi­
s,ate whenever ther e is r eason to ~liovo that con~i tlon.e exist or 
praoticea prevail which violate the pro•laiona or defeat the 
obj ective• of t.he anti- t r ust la.ws . If invcatlt)a tlon r eveals 
border- line cases where leg itht&te cooperatho ert•or-ta to elilidn&te 
socia lly and oc:onomlcall t harm..i\11 ::ethoda of coape:tltlon in 
particular industries are thwarted by fear of possible technical 
violation• of the anti - trust laws, r emedial lo&ill&tion ehould be 
ooneider ed . 

A:J a. really effective deterrent to personal wrong- doing. 
I would suggest th~ t where ~ cor poration ia enjoined f rom violating 
the law. the court mi~t be empowered to enjoin tho corporation 
for a specified period of time from &ivins &f\Y r emunerative employ· 
mont or any official position to any person who h~• been found to 

be•r • roaponsib i l ity for the wrong_f"ul cor porate •otion. 

A• a 1\lrther det.er r ent to corporate wrong- doing the 
Government eight well be authorhed to withhold GOver nment pw-chuea 
from cocpa.niea guilty or unfair o r monopol11tio practice. 

(2) ~ergera and interlockin& relationlhip. »ore rigid 
aorutlny throut)h the Feder a l Tr&de Coc.lnloa &nd tho Securities 
and Exehan&e Coc.dssion of corpor•te mer&era , consolidations end 
a.oquilit iona than that ncr.r pro~ided by the Clayton Act to provent 
t heir conau.t'IIDation when not clearly in the JNbl io interest : more 
efreotivo methods for t r eakin& up interlook1n' relationships and 
like deYices for beato·King business by favor . 

(S) fin.ncial controls . Tho oporatioao of financial 
institutions should bo diroo't.ed to •~rvo the intorosta of independent 
bus1no11 and roatrioted ~ainot abuaoe whioh p~~to conc entrations 
or power over American indUIStry . 

(a) Invesbr.ent t r 1.:.sta. lnvoatment trusts should 
bo brought undor strict con~rol to inaure their opera­
tiona in tho interest• of their inveatora rath.e r than 
thei r ma.nagers . The Securlti ca *"'d Jtx.chM£B ComissiOD 
1a to oaJce a report to Conue•• on the ro1ulta or a 
oaprehenaive study of investment t r uata and their 
operation.• which it ht.s carried on ror nearly two years. 
The inYeataent trust., like the holdi.D5 c ompany, put s 
bu.&• a&&regatlons of the c apital or the p.abllo a t the 
directi on of a few a&na&er a . Onl eat properly roat rict~d, 
it ha• potentialities of abuao aecond on}¥ to the boldillf; 

any • ' a device for the fUrther oentrali&ation ot 
::~rol over A:nerica.n industry and AJnerican fi..n&Doe. 
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~e tro...,ru'ous lnYest""'nt funds contMll&d by 
?ur ~<Mat i r'NTI\nea eoMOanlea ~aya ~ certcln kL~ship to 
nv~at~nt trust s . *n ~~ at thcso e~tec t~vest a~ 
t~ute3s t•e '<GV ' ~.g~ or ..,I' llona o~ our !)O<>ole . T:le Jecarl­
t 08 8Jid ~enr.LiP c,..,taa•on ahould ~., eutJ;,r lzed to ..,l<e an 
!nvec tleat ' on or t he r .et~ r3lattng t o t her3 investments 

lth pGrt\c~or .~lat lun tO their U90 BG nn lnstrumont or 
economic power, 

(b) Bo.nk uolding Co!.lJ!Unlea . 

3/J 

It <.a 'u.rdly noeosaury t o point out the groat 
economic pcMo : t~t mi.;ht bo wi.Jldvd by " ~;roup wblcb may 
ouecued In > C-iU iri~ do,)m\n~t loli ov~r bnnklng resources In eny 
considernblo a r ea ot tho country . Tbut power bueomes pertleu­
l.urly dllll.J"rous w!·.Jn it Is oxorcisoC. rrom o dlstnnce ::lnd 
notably oo wllen ~i'Cect ivo eontl-ol 1" mulnte ined without the 
roepona1b l-'.1t •.es ot co:'lpl.)t e o~'tluroloip . 

a e :m7v seen tb~ multipll~ ovtlo wbleb haye a rleen 
from the boB~;; collljl&.ny syot om In tho caao or ,?Ublic ut111-
tlo3, mere " s:Ul minor ity ownoral::lp bas been able to 
dominate a rer-rlung systec. 

Ne do not wont thoeo evils r epeated In tho benklng 
fie l d , und we should t e.ke Rt•ps now to aee t bst they nrc not. 

It t o not n sutrtclont :tsout'o.nco :.gninst tbe futuro 
to any t lu\t no gront evil hos yot roaultod from holding 
oomoo~v operations In thin ttold. The poaslbll1t1cs or groAt 
horm or o inhoront In the situnt !on. 

I r ecnmmond th~t tho Congross on~ct 9t t~ls session 
l egislct<on t lll't Ttlll offoct<vol •t control tlto o);>eX"lt lon or 
bllDk holdtnv. cor:n.,ntos; 9r ov'>nt 'loldl~ c~les from ncqulr­
lng control or ~v ~ro bnn~a . dlrectlv or tndtrectly; prevent 
bllDks c ontrolled by bold'ng e~nles from ~stsblisblng e oy 
moro brcncbes; encl m'<o It llle&"' for o holding coep""3', or 
any corporation or enterprise In wbleb It Is t'tnoncle lly 
int erested, to borrow from or a a ll securit los to e bank In 
which It hol ds stock. 

1 ruco~ud tb~t t Die bonk l~glsl~tion make provision 
tor the gr--<!uc.l sopa r...:.tion or b •nka troa holdill& compnny con­
trol or om>or"blp , c.llowlng " rvaeonublo t 1me lbr thl s nc­
collljllislulxlnt - ttroe onou.;b ror It to bo dono In an orderly 
manner and without causing Inconvenience to communitie s served 
by holding collljlGDY bonks . 

(4) Trndo a ssocictlono. Supervision o.nd etrective publicity 
ot the nctlvltloa of trnde ~saoc!Ations, end :. elnrlti~~tlon ond deltnoa­
tlon or their lugitl.mtlte s;>horua or f•Ctlvity wblcb will enoblo t hem to 
cor.~b:.>t untoir mo t ltods ot coepat itlon b"t wb1eb will guard egetnst t balr 
lntorturonco wltb l egtttmat o c~etlttvo prncticoa. 

(5) Patent lmrs. Amendment Of tbO potent lC>WS tO preY&nt 
t bel r ueo to auppross in-.enttone, and to creoto Industrial moJ>Opollea. 
ot courao aueb amendment should not dopr\Y8 tho lnYOntor or bis royulty 
r1Ghto , but eensrnll7 spealcieg, ruture .patonta m.lgbt be lllllde c...U lablo 
tor uae by any one upon ~nt or opproprloto royoltles. Opon patent 
poole 1\ftYO YoluntnrllY bean put into arr eot In a Jllllllber or lmportent 

lnduetrieo with whole90me results. Regraded Uclassified



( 6) Tax correctives, Ta:: policiell should be devised 
to aive arti.n>otivo encouras-cnt to ccnpotitivo enterprise . 

Attention :-UC~t be directed to incrcul.ng the intm­
corpornto dividend tA.'< to discourage holdina ccnpanies and to 
t\lrthor grsduatinc the corporatiml inccco tAX accord!Jic to 
she, The ~ted tax need not be so bith u to ul:c b~s 
:l::lpr:lcticable, but lli;:ht be biOI enoud> to ooaltc b~eso 
d""""'"trnto itll elle:;:od r~porior cfficicney, 

\'lo have hcnrd much aboat the undistributed profits 
tnx, When it mts onAett<l t.Y10 years oso, 1ts objective """ 
knolm to be closely related to tho pl'OblOm of concentrated 
ooon01>1ic povror and o. tree cnpitnl market , 

Its purpose wns not only to prevent individuals r.hose 
inoei'1C• wore tu.able in the hie)lor rrurtax braekoto from escaping 
porsono.l incomo t3.>'.cs by lettina t heir profits be nccW\IUJllted as 
corpora to surplus . 1t:l purpose wns nl.so to oncoursce the dis­
tributiml or corpo:re~o :•refits so tlmt tho indiv'.ulual recipients 
could frne~· dOtominc "'he:-c they would roinvost in a troc 
capital oarket, 

It. is t.NC t!-..:'.t tho fom of t!"' 1936 tru; 110rked a. hnrd­
ship on OIIZ1Y of the Sl:'"l'er corpo,.,t~on:~ . Un:l)' contho nso 1 
roe...-..cndcd thn t these ine<!uities be rccovotl, 

But. in the pl'OCess of tho ~ o! inequities, we 
muDt not lose sicht of or:ie1nal objectives. Obviously tho 
nntion muot have oOI!IO deterrent agail'.nt. spccinl :>rivilcees en­
joyed by on oxcocdi:>elY =ll eroup of in~1v~s under the 
rom of the l:ms prior to 1936, whether such dctorrent tcl<e the 
form of r.n undistributed profit• tnx or oomo other equally or 
more o!ficiont 10othod. Ar.d obviously o.n undistributed profits 
tru; ht>o n rcnl value in worl<in(l G!ll'inat o !'urthor concentrati on 
of ceonon>ic powor D.nd in favor of n freer cnpital m:trkot. 

( 7) Bureau of J:ndustr:l.~l Jlconogiro , CreDtion of a 
nuroau of Industrial Econoo>ics r.hich ohOI!ld bo ondOI'rod with 
ndoquntc po~mro to SUJ>!ll.oncnt "nd euporviSo tho collection of 
indus~ricl ststisties b'.r tr-.dc ezoocistions. Such a Bureau 
should por!om for buSiness non 1\n.ctio>t~~ s1. 1lD.r to those 
porfon::od fOl' the r=rs b'.; tl>C Bul'OSU of Aarieultural Econc:oics. 

It should disscoinntc eu.."'''C'lt ct<>tistienl and other 
Worantion ro~ ::.::r!:et conditions and bo in a position to 
wam nsaJ.nst the dangerS of ta:!porary ov~uetion and excessive 
inventories ::.a 1l'cll "" o,.••ni;1st tho dnneors of shortngcs and 
bottlonock ccndition3 a."ld to c:ncourn!l'l the lll4intononeo of orderly 
IIUITkots. It should study trsdo nuctu.:>tions, credit facilities 
and other cor.ditions vrhich ntfcet the wolfnro of tho average 
bulinoos man. It should be able to help amall business Jtcn to 
koop thonwolvoa ·as woJ,J..-in.Connod abOUt trAdO condiUons as tho iT 

bic oompotitora. 

No man of good f<1ith ,,'ill ~rJ.sintorprot theoo proposals. 
They derive fro::l the oldes~ AI:!Oricnn tl'llditions . Conccutr<'tion of 
eeonOI>Iic p<mor in tho fer: and tllo rooultin;x unCI'IplO'JIIlCZlt of labor 
and C4pital nr-c inescapabl:> probl""" for o DOdorn •pri~to cntCl'­
prisc• do:noerncy, 1 do not believe that. we oro co l.D.cking in 
atobility that "" -.ill lose fnit!> in our """ W<:Y or livmg just 
bcct.uso r.o seck to find out heir to JOI\ICO th:>t r.liY of living TJOrk 

aoro orrcctivcly. 
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This progrum should nppo~l to the hon~st comcon 
s~nsu or every independent businuso con intorestud primarily 
in running his own business ut u proti t rnthor thun in 
controlling tho business of othor mon , 

It is not intendod ns tho beainn1ng of an1 ill­
conaidorod • trust-busting• octivity which l~cks proper considera­
tion tor econocic r esults. 

It 1s 'l prog;ram *' iijd lorv<.. priv'>t o enterprise tor 
profit by k<ocping it free enouS)I to bu uble to utilize nil our 
r esources or cgpitel and l •bor nt o profit . 

It i s a prograo whoou bnsic purpooe i s t o stop the 
progress of collcc tivisn in business und turn busin~ss b~ck to 
the domocrntic cocpoti tivo order. 

It i s n progr::un whoso busic thesis is not that the 
system or free pri va t o entcrpl'is-. for profit huo f .11lwd in this 
s• ner ntion, but thnt i t bos nut yot boon triud . 

Once it is r eali zud thot business monopoly in Anorico 
pnrJlyzes the systeo or rreu unturprisu on which it is graft~d, 
!nd i s ~s f utal t o those who nnnipulut o it ~s t o tho poopld wt.o 
aurror ben~lth its i mpositions , uc tion by tho government t o 
olicinato the3c artificial rcatrsinto will be w~lco~ed by 
ioduatry throughout the n >tion. 

For idle tnctorius and idlu workers profit no oan. 

'nle White House , 
April 29 , 1936. 

F!Woo.IN D. ROOSEVELT 
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TREASURY DEPARTMENT 

INTO 01'1'1Ca COMMUNICATION 

•••• April :SO, 19:58. 

TO Seore~ary Uorgen~bau 

A. Lochhead 

(1) Aa ~ere ia no pouch being sen~ trom the 

House ~o ~be Preeiden~ betore Tuesday, I have r equest ed 

White House ~o send thla message by w1releea t o t he Preeiden~ 

i n aecre~ code. 

(2) Dr. Feia intorme me t hat t hey have not aa yet 

received i ntormation trom London as t o the conversations bald 

qy t he Bri~iah and French. The London Embaaay has advis ed the 

Ste~e Depa~ment ~ha~ they Rre retraining trom cabling t hem 

until ~bey receive complete and authoritative news ot theee 

converea~ion~ as ~bey preter not ~o send csbles which would 

contain merelY rumors or conJectures. Dr. Feis states ~bat 

they expect a cable on Uonday conta ining authoritative 1ntorma­

tion and baa promised t o l et you bsve wha tever t hey receive 

immed1a~el,y . 
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PAMIAL P.l!W'IIU81 or TILIOIWl UOKinD 

ft(ll; Allerlou llilbaaay, London, 

April 39, 19:58, 9 p.a. 
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S'l'RIO!LY COiriDiftiJ.L rat THE SICilft.lRT or '1'111 TRUBI.IlT 

FROM BUT'l'IRWOR'l'H. 

Br1Uah Trea8UrJ' aem t or •• thia ati:ernoon t o g1Ye 

ae the toll-illg infor ... tton t o be paue4 on to you. Bonnet 

calla4 to aee the Cbuoellor of the lxohequer thia aorning 

e.nd. put forward on bebalf of the rrench Qoyemaent tour ex­

ploratory auggeationa: 

One. Aa to whether the Br1t1ah Qo'l'ernaent would coae 

to the a aai at -.nee ot rrance by aeana ot the British equal ­

isation :t\J.nd. buying and hold.1ng f ranca. Phillip• aaid that 

t he anner bad. been t o point out that any such aot1on would 

be contrary to the prortalona under whloh Parll.-t ha4 aet 

up the equalisation f\J.nd and. contrary t o the a aauranou gi'I'ID 

by the ~itiah Go'l'ernaot to Parli.-t when the fund. waa 

aelte4 tor; the fUnd waa aet up to 1roll out fluotuatiooa of 

the pound. not of the franc. 

'fwo. Aa to whether the Britiah GoYernact would glYa 

ptlrii1 .. 10ll tor the raialng by the rrenoh Qoyernact of a 

abort ter• ore41t (l.e. tor a rear or le88) fro• the Lond.oll 

bulk•· pla1ll.lpa Ol&id that 1D &llPU 1 t bad been polnte4 

ov.t (A) that the Oh&DOellor of the :&xohequer bad aet forth 

publ1ol)' 1ibat no tore1p allart hra ore41 t 11G11114 be panaltte4 
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for IIOD-O-ro1&1 pu:rpo•••• (B) tbat Uo Londou banko wore 

Sl'Ut1q utono1'fl abUOII ~o Br1Uoh iu4uotry for tho pur­

pOIII of tho uao prograa; (0) that the BriUih Troa8111'y'o 

ad'fhero (i.e. tho But of J:Dalud) feU that ~he J'ronoh 

Go•or••t could 110t obkill ouch M aooollll04d1on on tor .. 

wlaioll wou14 be fa•orablo u4 would reflect fa•orably on tile 

J'rODoll o1'-UOil. 

!ll.roo. .ls 1o whethor a loJ!Cor tem loan ( 1. e. fr011 

thrM ~o f1•e years) would be 1\lbeori'becl by the LoDdon baDko 

and Bri Uah public. Ph1111pe eai4 in 1he Mner gi'fen it 

hao boon po11lte4 wt that it no oonhory to the pre.oUoo 

of I:Dgliah ~1ng for blmko to participate in auoh a Yenture 

but a o far ao 1hl publio i11uano1 wao oonoorno4 the reply 

ao gi'fen ill (0) abo•• applied. Howwor, Philllpo went 

out of hil •Y ~o point out to •• that t he 4oor ha4 n.ot bee 

OOIIPlOUly olooed u4 boUI4. 

roc. !hen Bonaet wont on to g1Ye a brief 4eooripUoa 

of tlt.o proopeoto of tho J'renoh Oo•ernaont, aD4 1ho 4Uf1-

ou1UII of ca:rryiJIC on with things ao ~hoy a:ro. BoDilet 

iu4ioate4 tlla1 w11la1n tho J'ronoh Oab1ao~ there wore two 

solt.eole .of ~houglai - Qao group preforre4 to aeet help aloq 

tho 11aoa '1n4ioa1o4 ill tho 1'1rot throe queoUoa• gi'fiD a'bon; 

Bonad U.l114-thai he hiasolf wao a ••ber of tlais gro11p. 

!lao aollbel' -.f tho o~hll' p:oup wore pres•ina far a 4ep:r-

1&Uoa of ~~~~ b&IIO t••lt0-100 ill ~lt.e laopo o:r belief Oat 

J'r ... 
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J'reDOk oapUal would be iJJ.duoef. "to return and eoae of it 

quiotlr in an'ttoipaUon of franc nreng"then1JIC. Should 

'there be auoh depreoiaUon an UD.du a4Yant&&e wae not 

deeiref., aD4 When 'the final rah waa fixed, euoh actran'tage 

would no't be eougllt. I wae 'told by Phillipe 'that 'thh quee­

ti on bad been annered eoaewllat ae followea 1.111der the 

Tripartite ~-lll't, ..,en a teaporarr currenoy deprecia­

tion waa uoluded, aDd. Phillipe 'told ae 'tha't he wae etepUO&l 

about &nJ' euoh depreoiaUon prOY!JIC t o be only t eaporary; 

eeoon4, Bonnet we.e told 'that ..,en taking a aoe't l1btral 

Yi .. , 'the terae of real eoonoaio trende held nothing to 

jua'tifr &nJ' such rate. 

Ae frn: the fourth queeUon, Ph1ll1pa eaid tllat the 

Chancellor of the Exchequer had been of two a1llde, What 

t he OII&D.oellor would haYe lilted 'to llaTI doae wae to ear that 

until be had coneulted the other pe.rty to 'the Tri parUh 

he could no"t giYe an u.wer, Bollllet oa the other hall4 aipt 

la&Ye got the 111preellioa 'that he wae giYing due conllideraUoa 

to the aer1 h or d .. eri h of hie propoeall In eeD41llg you 

the alloY• aoOOWlt of the 1aten1n w1 'th Bollllet, the OlaaDcellar 

aetef. tllat you be good cough to giYe h1a, early nut weet, 

your reaction• to 'the rrenoh propoeale. 

I told Phillip• that in reporU~~g the oo11nr•t1oa 

I 1aa4 w1 tla h1a aad 1ll paee1D,g on the requHt of 'the ca­

oelllr, 1 did not eee 11o1r I could uplaill tbe rel81'&Jloe of 
tile 
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the 11118geet1on tla t you oo.act ou the .. oond and th1r4 

proposals , which ccnofttl the 1110ney and inT .. tamt aarketl 

in LondOD. With refermoe to the firet propo•l, I &eked 

Phillips did he r••ber the clieOil .. icne of laet Sept•ber 

in WaehiJlgtOD. He 1•ecl1ately recalled that you bad then 

eaid that the Aaeriou etab111&at1on fund would uot be 

prepared to p&rcha .. truce. 

It would seem olwi oue that your rtne particularly · 

on the fourth proposal are being sought in order that it 

o&D be dtterailled what action if &ny c&n be takm j oilltly 

by the British &nd l'aerioan GOTerllllenh if the Jl'rcoh 

resort to euoh depreciation. 

The tr&no cpelle4 at 161 1/ f. ud r-ined bid ihroupOili 

the aorlliag due t o ihe tucrable pre .. reporh of the treD4 

of yesterday' • hglo-Freaoh oouereaUone. For OOiltrary 

reaeODe i 1; weU:ene4 ill ihe atieruoon and rrenoh cODirol ihc 

bepn io operah holcliDC the raie arO'CIDd. 162 3/4. Ii 1e 

i uter .. uaa ibat ihe one aonih'; fuiure rail did not aoTe 

ill durill& the aorniaa but reaained arouud three and 

the three aonthe ' around tour • 

UUIDY, 

a t 1 
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( P~PRRAU OJ' !.ILKGIWI RIOEinD 

J'RCII: Aaerioan lilbaa.y, P&rh, iTance 

DATE: April 30, 1938, noon 

IO. : 8?4 

FRO)( OOORRAB. 

At el.,en o'clock thia morning I had a talk with the 

Bank of France. The f ranc in Yery quiet trading in London 

waa fir. around 162 S/8 to ? / 8 , and clolld at 163 in Paris 

l&at night. Thne had b11n -no-~Urrent.1on by the J'renoh -control. .lcoorc11ng to my friend, on the !'rench official 

Yiait to London the subject of financial assiatance wae 

rather awltlrardly suggest eel fro• t his aide but the Br1t1 eh 

did not take it up. 

I had a oon•ersat1on with OoU'f'e de Kunille of the 

J'illanoe llinhtry at a quarter of twelYI. Be told •• that 

he did not yet ha•e the full story of the London Yieit. 

Bow.,er it ie hie underetatlding that no podtiYe reeulte 

cue froa the adYancea on fill&llcial -tters 1 t was expec tecl 

would be •cle by BoDD.t. 

There is no aention in today' a pre•• in Paria of any 

finanoial ph&" of the •hit; thh confir•• the iiiJ)rallion 

of banD ra with whoa I ha'fe apokan that there waa no direct 

aooo~apliahaent in t hiB field. OYer tbh weekcd J'renoh 

offioiala are working on the preparation of financial decreea 
by 

whioh are to ~ approncl/tbe OOWlOll of )(iniltere on Kond&y 

and whiOh will be proaulptecl on 'fullldaY• 

An effort 11 beinc •de by a fw Paria jouru.ll to 

play 
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plaJ -.p 1~1 0 PU11u•t&rf IUlQU 1114ioaUJ1i CCilo•u• 

ooa•an llnwoe B:ri U all aD4 J':roDch au~ !Iori Uoo wit bill '" 

f:r .. no:r:t of ~· T:r1pa:rU•o, ao a bolpflal aoou:ruco of 

B:r1~1&!1 111~o:roo• 111 the f1D&Uo1al oitua~ioll 111 F:r&DOo. 

'fiLSC.. 

a 
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