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lla,y 18, 1938. 
11:21 a .m. 

Hello they suggest that you cal l him through. 
the \'/bite Rouse - his othe;o telephone is cut ott: . 

Cut ot:f ? 

':t'cs . 

Oh. 

Hello 

Go ahead . 

Bello 

Good morning , Mr . Secretary. 

Hello Admi ral . 

':t'es sir. 

I hear we didn ' t get very satisfactor y bids on 
this cement. 

The - ah - the bi ds - ab - they opened them up 
t his morning . Tbey didn ' t get any bids on Ohio 
and \'les t Virginia ••• • •• 

':t'es. 

••• • • and - ah - ah- I told Collins t o immediately 
make up a r eport - ah - st atus about it and I think 
the only thing we can do now 1S probably try to 
get some so-called i ndependent in here and negotiate 
a contract with him. 

I see . Now what I want t o ask you i s tb1s . Ah -
I got t hi s note from Gaston. Be sai d that Lehigh, 
North American and Lone Star said they wouldn' t 
do business, see? Bello -

Yes , Yr. Secretary. 
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V. hich is the one that u. s . Steel controls? 

Ah - I think it 1 s Lehigh - ah - halt a mo:nent -
I think it's Lehigh. I'll ask Collins , s ir. 
Lehigh - he's in his sec t ion, I can' t get in. 

I don't think Lehigh is , but when you' re ready 
to talk about it, see? 

Yes , sir . 

Uh - uh - let me know, I want to talk t o you 
about that matter, see? 

Yes , Ur . Secretary. 

1 don ' t think Lehith is -

·:;e:!.l , now - \1ell - I ' ll verify it, see? 

That is which one i s controlled •by the -

o. S. S~eel . 

o. S. Steel . 

Yes . 
But that ' s the only thing, I thint< we ' re jus t ii"ied 
now - try to - nebotiate so~ethin& · 

But I just got a notion that ~e could get further 
.. ith u. s . Steel than we could •. ith aeybody else . 

Oh-huh. 

I may be wrong . 

I see , sir . 

Dut I think that the ne~ President 
would like to cooperat e • . 

Uh- huh. 

With the Government . 

I s ee. ~leU, we can try them out. 

,. 
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'itell, before you move let's talk it over . 

Yes , Yr . Secretary . You see, Yr . Secretary . 
there are six states involved here . The thing 
will be ready now, within an hour or t wo . 

All right . 

. 
24i 

Ire~~£? pushing hard on it. Just as soon as they get 

.. hen they're r eady, give me a ' ring . 

I vdll , sir . Thanks, Ur. Secretary . 
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llq 18, 19)8. 

~~ ot tile '"t'nr ot the !fsee1ttet tor tb! Coordination ot 
frtMwT Law-lptorcazt #etiyitiM, 

-
1!14 op l ednesstar. liar 18· 1918. at 2aOO p.a., in Roo• 290, Treas­
JII7 pep!!f.!i!!!ll1• 

Present: Mr . CreTea , Assistant to the Secretary, preaicling. 
Aclairsl Waeache, C<>-Ment ot the Coaet Cuarcl . 
C~er Towle, Ca-nc!er, Bawaiian S.ction, Sen Francisco 

DiTi sion, 11. s. Coest Guard. 
LieuteDADt Pollio, Acting Cldet IntellieeDCe Otticer, 

lJ. s. Coeet Guarcl. 
llr . WUaon, Chief, Secret SerTic e DiTiaion, 
llr. llurp~Q', Aaaietant Chiat, Secret SerTice DiTiaion. 
llr. Dow, Acting Caa.issioner ot Cuetou. 
llr, Gor.an, Deputy Caa.iasioner ot Cuatou. 
Mr . Sbt.abert, Cuatou Agent in Cba.rge ot !Atorc-t. 
llr. Joocl, Acting Caa.issiooar ot llarcotica. 
llr. lla.rDeiY, Assistant to tbt. Co.oiasioner ot Marcotica. 
llr. ATis , Aaeiatent Deputy CoMissionar ot Internal 

Rnenue, Alcohol Tax 1Jni t, 
llr. Jtoehler , Chief, Enforeeaent D1Tia1on, Alcohol Tax 

1Jn1 t , Bur-eau of Internal Revenue . 
llr. Buroforcl, Special Agent in Char&• (Dallas), Intelligence 

1Jn1 t, Buroeeu of Internal Revenue. 
COIIII8Dcler Tboapaon, Special Aaeietant to the Secretary, 
Mr. Sebarz, t'roll llr , Gaeton'e of fice. 

lr. Crans opened the -ting by reterr1n( to lr. lrey1& illness. 
Be saicl tt..t S.cretu)- Morgenthau is nry anxioua tbt.t tbere sboulcl be 
DO l et-up in tbt. eoorQinatioc of the Depe.rtaoent•a antorc-t wart, 
lDd baa aelr.ecl llr. GraTes to ~ hie eupeniaioc of this wart UDtU 
llr. Irey is beclc again. According~, llr. Grana eaicl 1 he rlll expect 
to aeet with the Co.-ittee b-oa to tiae u foMier~, e.nd in tbt. --
tiee, to hear t'roa any who he.Te probleas or clifficult ies in which he 
can be of help • 

.f.dairsl Waeache read his reports f or the week.B enclecl llay ll e.ncl 
lla:r 18, 1938, copies ot which are ettaell..:l hereto. 

llr. Crnea aalr.ecl Lieutenant Pollio tor a ato.t .. ent of the Uquor­
sqgline aituetion. 

Lieuten&nt Pollio saicl the.t in lenuary of tide yea.r , lleDry Morase 
lDd Edw&rd 7olqu.t lett St. Pierre tor Europe. Wldle in Bolle.ncl, tbt.y 
PllrCbt.s ecl eoee ) ,000 ease s of alcohol e.ncl arranged tor ite eld~t co 
tbe SS. MEIIOPB which sailed troa U.terclea March 2 tor .Aq>wl11la, \ 
Puerto Rico. The ) , 000 ease~> was act~ le.nclecl at Marigot, St. Martin' •• 
reported~ coneJ.cDed to J.drien Bt.lle, auppoeecl to be the lla7cr ot St. 
llartin•a, better mown ae Conatu>t nea1nc. 7olquet peicl $ll,400 tor 
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this elcohol, aDd is reported to bne been .. aoci.ated ill tbe deal rltb 
1o1m Jla,rniacb, ..UU lack llurp!v, who died reeentl;r at St. Piarre. Oil 

11111 1.4, tbe .lUDIIEI IWITLETr, reaiatered in St. Joma, cleared troa st. 
l(artill'& witb 3,000 cases ot alcohol tor tbe .lsorea. Lieuteant Pollio 
..,tureci tbe opinion tb&t tbe l"rcch Gonruent, alter recei'l'iJli our 
State Departeoent'a c._...scation on tbe subject, mod directed n-ine 
to get the stutt out ot St. llart.iJl'• aDd get it a....,bere wbere a luld­

l.JIC certiticate can be secured. lla a&id be tmt~ght tbe alcohol -.. 
actual.l7 dutilled tor tb& C•DI'di•n trade. 

LieutellAilt Pollio said tbe next ahipMnt was apprcxiaatel,y 42,000 

f
ell.ons ot alcohol trca Rotterd&a on llarch 18, aboard tbe Gun: lllJIE 
a ship purchased b7 llorau ill DtmM.rk) 1 oat.nsibl,y d .. tined tor St. 

llart.1n1&. 'fbe R.C.JI.P . ben, bowenr 1 aoUtied tbe Coast Guard that 
tbe GRETE KURE is now honriq ott St. Piarre, probebl,y at the St. 
Pierre Bank. LieutellAilt Pollio said tba t tbe PT.UJIATD and 'l'IEB are 

Nking frequent trips in and out ot St. Pierre, which wc:v. ld •- to 
locate quite det1n1tel,y tbe GRETE r:tJRB. LieutellAilt Pollio a&id tb&t 
be tbought this alcohol likewise - s intended tor tbe C•n&di!QI trede. 

Contilluiq his s-..-,., Lieuten!Qit Pollio said t be next shipMDt 
ct elcohcl was 400 cssee on .lprU 6 aboard the ORIIEFJELL, consiped 
to St. Pierre-4iquelOD. Thia n a Belgian alcohol trca tbe Skeedan 
d.istillecy of Hoppe and Coapaey which was shipped trom llolland 8iJl bond 
ill tronai t • to Belgiu. and there pnt aboard ship, the Belgian euthcri­
t ies being powerless to atop it. Lieutell&llt Pollio said the ORIIEFJELL 

n nt first to St. Jolma, llewfomdl•nc! 1 where tbe •star denied ba'l'iJli 
Ul1 elcobol aboard. Search 1>7 Cuatou ottieiele tailed t o d1scloae tba 
presence of the eleohol. Sill tben proceeded to lloot.real 1 wbere abe un­
loaded 400 caaes ooo.rkecl tor turtber shipaent on tbe Belle lela for St. 
Pierre. Lieutenant Pollio said tbe •ater apparentl;r mod two un.ifeate 1 

because the one he showed at Montreal declared tbe presence of tbe 
elcohcl. 

llr . Gran u recalled the condi Uoaa under whieh we qreed not to 
proceed againet the J!EIDO)I and other llorweaian shipe; -l,y, tbat tba 
f ororegien CoverDIMint wonld undel'take to see tb& t no turther ahipaente 
ot alcohol which llight get i nto the IIJIIllgling. trade were Mde on lor­
n gien Teasel•. Lieuteam t Pollio sa1d he didn 1 t th1Dk we coalrl do 
Ullth1ng eboot this shi):88Dt on tbe OIUIEFJELL, bec&uae there baa not 
been, and probebl,y would not be, eDT atteapt to brine eDT ot it into 
tbe United Stetea. 'fbe Ad•1n1atntor at St. Piarre baa illtor.ed oar 
CciiSuhte tbat tbl alcobol 1a tar local conau.pt.ion. Tbl quantiV ia 
obviously axcesain tor such a purpose. Tbe cargo i s known aa tha Sea 
!Ioree brlilld, aDd is consigned to an obscure aerchant ill St. • Pierre • 
Lieutenant Pollio a&id tbl tacte baTe been reported to tbe State De­

part.ent, • 1tb the request tbat tbq c-'-cate with tba l"rench ~­
ll'llaent. 

Ll.euteD&nt Pollio aaid tbe l"ralch StMNM p C!LTZ with 840 caua 
ot elcohol bed lett 881&1• 011 .lpril 10 tor St. P1&rre· Sbe arrincl 
on .lprll 26. 
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Lieuteaant Pollio aaid this Mkea a total ot 67,000 callou ot 

alcobol, inclUitiac t l:le 3,000 ceeea oil tl:le w:r to tl:le ~soree, wb1cb. 

rlll apparent~ get into tl:le uuccl.ing trllde. .. said, horit8l' 

tbat we hann•t foomd All)' hoTeriJlc naeale ott our coast, aJid tl:lere 

is no indication tbat tb1a atutr 1a inteaded tor tl:le IJilited Stetea. 

The llorwegian SS. LOTOS cleared mtwerp !larch 27 t or Bordeaux. 

011 Jl&rcb 31, tba LOTOS sailed tr<:a Bordeaux t or St. Pierre with a 

co<rgo of brandies aJid llqueure, tl:l8 aetillated quantit:r ~ing 3,000 

case a of bralldieo aJid llqueure aJid 2, ~00 ceaea ot winaa . 

lith reference to St. Pierre, Lieuteant Pollio aaid that leat 

December llr. Gunaaulll8 reported tbat tl:le old stocks were about gone, 

and that was undoubtedl:r tl:le reason llorase aJid Folquet uda tl:leir 

Euro(>o&n trip t o purchase alcohol. The old etocka at St. Pierre 

bod apparent~ goae into Canada, up the St. Lawrence, around tl:le 

Bq or Funde.:r, to lew Brunswick, aJid so on. l oth111c baa ca.e into 

tbe Ullited States . On Cbriat..s BYe le.at the Cenedit.llB seized t bl 

.&DIIIRAL BEATTI. Tha boat 1a still lmdar seizure aJid tha crew UDder 

arrest. On lla;r 4 the:r s eized a 110tor boat which in late April bad 

taken a cargo of whiske;r, gin, rua, aDd a uall quant1t:r ot alcohol, 

mdentl;r tha rU11811t ot the IIKIDOJI cargo, out of St. Pierre. 

llr . Grana asked about tbe n.o.rcotics-eauggllng s ituation. llr. 

Shoalart sa.id it is rather quiet now; e:rceeding~ quiet on the 

Pacific Coast. Tbe ool;r recect actirlt:r out there waa tbl seizure 

or 81 5-tael tins ot SIIOJd.nC opiua ·on the o.s.s. CHAUIIOII'f . A penalt7 

bas been aeaeased agaillat the aaater, troa which bl 1a now seeking 

relief. The two ..., who actual.q bought the opiua told tbe stor:r ot 

the lii&Jl who turlliehad tha 110ne;r, Oleaon . Oleson waa conrlcted, aJid 

laat week sentenced to S ;reare and a $1 , 001 fine. Bastedo am Benson 

were ginn two :rears and tbree ;raara, respectin~. Tha la'fY Mil 

cleric on tbe boat was g1 't'8D two 110ntbe . One girl arrested in con­

aection with tj>e eaee who bad $2,800 pinned in bar clotbing, wu re­

leased when it waa deter ained tbat the • one:r was har o11D and that 

she bad nothing to do with the cue. llr. Sba8bert said tb&t there 

ns nidence that thia pe.rtieuler actidt;r bad been goin8 on einee 

1936. . 

llr. Sbubart said in t1:1e raa.oto ease, attar extended inTeat1-

gat1on, Cuetou were unable to get All)' erldcce ot tbe bend111l8 ot 

ll&reotica. They did get eTidence ot Yiolation ot the incOM-tex laws 

• hicb tbe:r turned ewer to the IDtelllgenca IJili t. Y&JiaiiOto ..., COD­

Ticted on the inco.a-tex chllrcea last Saturciq and sentaced to aerft 

18 80Dths oo each ot tha two counts, tha s entences to nm concurrent~. 

Be n s also tined $1 , 000 011 t ha tiret cOUDt and $2,000 oa tbe aecOild 

count , and aasesaed the total court coete. l&MIIOto u tered tbe peDi­

tantiar,. Saturdq &tternooo. 

.. 
24~ 
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1r. Sbaabart said tla t there as nothing eJ.ae or an;r coll8equence 

at tbis ti.lle on the Pacific Coeat, aDd that tbe sUp~ of drugs as 

extr..e]J'llJdted. Saold.J!8 opi1111 1s eel.llng wholeseJ.e at !roa t l90 

to $270 a 5-tael till . Beroill 1a aTer~ t l70 an OUDce, apparent.l.7 

coa1ng troa the Eut. 'l'bare ban heeD one or t wo aall eehurea or 

cotton 110rpb111e J Of J apenese Origin. 

lr. Sbaiabut said the sue situation exist& 1.11 llonoluln. 'l'be 

onl)' eeizure racect.l.T wu a -n quantitT of opla frolo a CMM•n, 

whoa, be bollana, tbe larcotice people t.Te been after tor tin 

years. 'l'he quantity wae eaall , but the use wae iaportant ! r oa t be 

standpoint ot the iaportance or the ortendar. 'l'be opiua eue troa 

le• Zee.leJid on the~. 

llr. Sbaahart eald the narcotics eituation on the .ltlantic Coeet 

i s extre..,]J quiet at tbie tiae. 'l'ba deeJ.era ban been Tery •err 
since t be Cu><retta case last Deeeaber, 1.11 which 3 CustoM o!ticera 

were arres ted w1 t h aoM 19 ci rlllans. llr. Barney &aid 32 persona 

were indicted, aoae of whoa tbey ban nner been able to cat their 

baDdB on, including two Greeks now out 1.11 Cb1.11a. Sea Scbeartz wee 

extradited !roa !'ranee and t.a been sentenced to ttree years. 

Iatsenburg baa been extradited !roa GrHca. Be t.s entered a plea 

of not guilt)', but llr. l!&rlle7 ••1• be thilllts tbet be will cbange 

and plead guilt7. In eli , abcut 20 of tbe cletelldants ban pled CUUt7. 

lr. GraTes asked just how iaportant tbie ie 1.11 ita et!ect "" 

tbe Mreotica trli.U'ic i .n . .. York City. llr. Sbaahart said the aaount 

brousht ill b)' this particular crowd was enough to take care of ap­

proxi~>&te]J 10,000 addicts, probab]J one-quarter or the entire addiction 

i.e t his country. 

Kr. Graue asked it the Bureau bas taken an;r precautionerr - auras 

to prevent a recurrence or tt.t ldnd ot thing. Jlr , Sbaahart said ~· 

lr. Grnes said be supposed tbe7 bad adopted a acbeae !or keeping a 

record or t ba nuabers or the be&cac• s tupe. llr. Gol'II&D aaid the qat• 

t bey ho.ve put into ertect ie baaed on tt. t suggested b7 11r. Grana • 

There is a different aeries of nabera tor each boet. !&ch da7 cards 

are prepared shoring the tirat three nuabera of tbe st..pa to be uaed 

tbat d&7. 'l'be ina pee t or auat cl»ck each atop to aee tt.t ita aarieo 

co~~es dtb1.11 tb8 first three digits on tba carcl. 

Kr. GraTes asked 1r Custoaa and l areotics l»ve an;r nideoce 

about places 1.11 ... York baMHnc opiua. Jlr , Sbullart aaid be didn't 

know ot an;r place t.ndlillg eitbar cracle or aold.n& opiua at thia tiae. 

1r. l!&rne7 said it ia TU7 scarce 1.11 •e• York now. llarcotics acanta 

haven't bean able to aake a purchase tor ao.e tiae, and tbe dealers 

are liai t1.11g their aeJ.ee atrict.l.T to their old and .. u-mown cuatoaera • 

Heroin , howenr, 1a ati.ll eTail.able, and on]J s li&bt.l.T hl.cber 1.11 prica 

tbon beretoton, 
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J&rcotics are workillg like ooe orgenhation 1n that area. 
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Jr . Crans aaked about the laropeu situation. llr. Sbaabart 

eeid a Chlne•n wbo Md been ~ narcotics to the c~s or 
Ua.itad States ships was arrested t.lJooat upon hie arr1nl 1n I n 

York. J. few sahures baTe been Mde on the coast of France of 

D6l'COUca eoaing out of Le llawe, but ao Cuatou eaizuree ban 

been ll&de on direct Wor•tioo troll our people abroad. llr. GJ"aTee 

ulced what the affect on the situation wonld be it we withdrew all 

tba spacial innstigatora . llr. Sbaabart said that would be bard 

t o aa71 they han the narcotics dealers daf1n1tel7 iclentified, aDd 

an ba•ing tbea followed bT police orticials of nrioua countriN­

aupenising tbeir IIOTDeDta, .ail, tel euaaa, and telephone aessqw. 

In fact, lr. Sbaabart said, our paople daf1nitel7 have the narcotics 

daalers •on the run• but t be;r are not &iving tbe Bureau &QT Woma­

Uon luding t o seUur&s. 

Mr. GraTes asked CoaaaDder Towle to give tbe Co.aittee a brief 

ststellent of tbe situation 1n !lawa11. Collll&nl!er Towle said 8Te170D& 

las been acti'fely engaged for tbe last 18 aontbe 1n organising and 

dnelopin{s tbe new: llawaiian aactioc of tbe Coast Guard . Tbree hicl>­
apeed patrol boats han been aeDt out-two 78-footera and one 68-tooter 
wbl.Cll een cruiaa 1D excaaa of :!3 mote. Tbe ITASCO bas b4ten replaced 

by tha TAI!EI because of tbe superior speed or tbe latter. The;r alao 

ban two 125-root ort ... bore patrol boats, capable or about 12 mote • 

.b intelligenca unit bas been orcaniMCI, which is tunctionin& .,.!7 

••11 at present. 

Co.aMer Towle Nid t be Cout Guard is now able to trail all 

ateaaers in tbe Or iental trade into aDd out of llawaiian a ters . Tbe 

patrol boots han sufficient speed and endurance t o trdl tbe Oriental 

bigb-apeed passenger liners nry closely while tbe7 are 1n tbe saooth 

waters to tba l ee of tba islands where sauulin& actirltiea are poeUiala. 

Be7ond tbe l ea of tbe islands, in the rollgber a ten of tbe channel 

otr eotllldings the t racks are guarded bT tbe TJ.JI!I, whic h has sufficient 

speed to keep close to all the a te....,ra. ! be plane is t1 p-ee.t aeeietance , 

Colllll&Dder Towle said. It patrols the track ot the atee.aera duriac clq­

light boura , and keepe &llT sa ~~pea nuder aurTeillanee a til it can be 

boarded by the petrol boats. 

Co.andet' Towle said the ateaura are trailed 1n aDd out of all 

the porta 1n all t he ialaDda, aDd tlat ill petrollillg tbe tracb, boate 

are sent about 40 .Ul es north of l&uai, which ia ebout 1.60 a1lae north­

west of Bonolulu. Coa•nder Towle aaid tbat of course tbe 125-footera 

do not he..,. the apeed to keep vp with the fast pe .. e.ngar ateaura , but 

they are used fairl,y effectiT&l,y b;r placinc thea a t "bot epots• ~011& 

the tracks . Co ndv Towle said that be teelAI t bet eaaline b7 d111ip-

1ng to a&~~p&n~~ has baall Mde very difficult aDd nr;r riall;r, and that 

in tbe saootb waters 1n tbe lae of the IaL'IIIds it bas been •Hainatecl. 
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CouaDder Towle said tbat Cuetoas n a able to guard all tbe ships 

trailed by Coeat Gua.rQ. Be aaid Cuetou waa pratt:r tboro"ibl.Y reor­

canited, aDd 1n October, 1936, 16 gwt.rda were added. Tbe guard1Jic or 

the vessels 1e beag benc!led aatiatactor!4. Tbe J.ppraiaer•a en• ln•­

tioo bas been 1118de un etrecti're search tor narcotics. Tbe etrort i a 

baiog lllide to brag the aye tea iJI the Ialanda 1lP to aa1 nlancl steDdards , 

particulSrlT in haDdliJig begage. Cuetou hnTe alao reduced tbe • raent" 

ohich was beiug worked by Orie11tala in tbe Iolande or iaportiug aer­

cWldise in excess begage. A corral bea been set 1lP tor the eJrUiiJla­

t!on ·f carao, and additiooal. personnel sent out to Hawaii are taltiJig 

e&re or tt.t etrecti vel;y. C.-ndar Towle added tt.t 1n tbe laat 18 

aontbs , Cua tou t.n greatl7iaproved tbeir set-up and practicea. 

Co-.nder Towle said iJ1 tbe innstigative pt'08raa Cuatolle and 

rucotics are cooperating aatie.t'actori}7. This prograa, Co.ro.'lWlder 

Towl e said, reached a ver;y grati.tTing cll-.x on J.pril 18 when Eddie 

Chiog l ao waa arreated, tocether with Sidney H. llole or tbe ss. IIONTlm:I. 

Both were apprehended with au tina or opia in tbeir poaseaBion in tbe 

Ro!tloan We ownad by Ching Wan. (This 1B t h8 caoe referred to by Mr. 

Sb&abort, ebove.) 

Comender Towle a&id tbe laat purebeaa or nolting cpi• th87 had 

beeo able to aalte WlUl at 1265 a tin. This had, ae be aaid, p&Bied 

tbrou;:b two banda, so bs fieuzoed t he price to be a bout 1220. Mr. 

Crens asked if 1 t were scarce. Cc.andar Towle said be was skeptical 

tbst i t was any scarcer tban it had been. Be said he thought it was 

ccnti.nuing t o cou in. Tbe aiasioo nr th8 investicative UD1 t is to find 

out bow 1 t 1e coaing in. 

llr . Graves asked Mr. J.via boor IIUCh 1llleit liquor there was Oftl' 

tbsre. llr, hi~ said a good deal, but in ea&ll operations. Mr. GraYU 

suggested that llr. J.vis discuss tbe situation in detail with eo-ncler 

Towle before be laavea llashiJigton. llr. Graves also asked J.dairal 

l aeaebe 8Dd Cc.ander Tollle to -t with hie to-.orrow (Thllrs~) 

OoOruing , f or a further discuseiOD nf tbs Hawaiian eituation. 

llr. Graves asked llr. Barney it be had anything to add to what llr. 

Sbsat.rt bad reported coneerniug narcotics. llr. lluuey aa1d tor tba 

lAat two years Jlarcoties have bad SO •n in In Iork, 40 larcctica 

&gents 8Dd 10 Custou patrclaan, under Willlaaa . Tbe:r have been work­

log tbat cit7 • .._r 8Dd tonga• with the cooperation or tba lhdted 

SUites Attorney aDd the .Judges up tbere. llr. llanle:y aaid they ban 

oe4e a lot or arrest.; in tact, th8y are responsible tor balt tba 

criainal calendar in In York at this tiM. llr. Qrav .. asked bow IINIT 

people tbe:y have put in the penitentiar;y. llr. llanley aa1d be woul4n' t 

want t o gueu. 11r. Grana aalted it 1 t waald be about SO. llr • llorne7 

aaid that was a "1'7 l ow aatiMte. 

In such places as ' •neu City, In Orl eans, St. Paul, and Chicago, 

llr • Barney said ba tbo\liht the aituation -. good. 
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11r. Arts atat.d tlat tla Uq'IIOr aitllatiml was~~ ill TW7 

,ooct 1 b&pe. Be a&14 tllq ball J•t aebed a 2,soo-&all011 coeu.­

proeese alcobol pleat iD do.ton chieaeo. 45, 000 pilau ot -.11, 

9 priaooera , ud 3 autoaobUea were taka. 

Referring to tbe South, Ia eaid Ia lae illcrw.aed tbe quota ~ 30 

.., ill .ltlADta aDd Bal tiaore aDd b7 10 Mil ill Lou1n1lle. Be aa14 be 

11 now reapportioahg tbe tarce OD tbe buia ot 80 per ceDt ill Jll'CIIKII'­

tion to population aod 20 per cat ill proportiou to tbe -.ll gall-e• 

atited. 'llllder t his apporti~t, tbe !tluta district will pt 50 

110re .... llr. ! ria aa14 .t.tluta rallka tint iA aah gailoaoece aeiaed, 

tollowecl cloaeJ.r by Baltaore, ... York, aod Chieqo, llr. Grana a&14 

that oo h1B recent trip to tbe West, tbe llcobol Tax Mil tbere 008-

plaioed that tbeT were not TerT buaT• llr. !'ria Hi4 be lae takeD 10 

..., troa Sen l'ranciaco aod 4 trca SeattleJ but t1nall.T.., irredllCJ.ble 

a1naua is reaebe4 belolr which, it there ia to be uq entore-t 

prop-aa at ell, tbe ton:e C&D not be reduced. Be eaid be DOW lae 9 

.., ill tbe State ot Kcmtana, aod although thq are 'CIIIdollbteolq aot 

bpt buq to tbeir tull eapaeit,.., tbet ae- to be tbe Ter'T ••lleat 

ouaber t hat could be apect.d to eonr tlat tarritorT witb u:r d~ 
ot etticiencT. 

llr. Gra.,.,a asked what 1a goin& 011 iA tla Denftr district. llr • 

. h is aaid nothin& wbatanr. Be a&14 hie people aeiae a 25 or SO-calion 

1Ull once 1D a while iA •• llexico or !ria-. Sehurea ill Colorado 

are eo rare aa oot to be ccmaidared. 

Wh1la tbe -Unc was iA aeaaica, a report was receiTed tlat tha 

rlre-tap bill bad passed tla SeDate. llr • .t.Tis aa14 ha would Uka to 

ban aoae t iM w1 tb llr, Grana ill tbe II8Xt cla;y or ao to get hie help 

1D ~hiog it tbro~~gh the llouae tbia a-nOD. llr. GraTeB aa14 he 

• oDld take i t up with llr. Beater tor llr. !Tia. 

llr. WUeoo report.d tlat tbe coUDterteitiDg aituatiOD 1a .nr-~ 

favorable . Counterfeit _.,.. ill cireula.tioo tor the tirat roar 110Dtla 

ot tbia 78'U' was abollt 1131,000 u ccapared wi th about 1210,000 tor t ile 

first tour -tba or laat T&Ar• !t tbe ..... u-, aaisurea trca plallta 

j1111pecl f'roa 160,000 tor tbe first t <fllr IIODtbe of last Te&r to 1113,000 

tor tbl tirat tour 8011t1a ot this Ja&r· The checlt-t orger'T euea, bow­

.... r, are coah& iA ill greater BDbera all t1a u... Tha ait,.t101l 

cote teeporar1~ better ill •- aeotiODB ot the c01111tr,.., CllllT to be 

onrboJonced b7 auch worae eoaditioaa ellewbere. ! t present there are 

• total <8 2,500 cues pending , Last -th, 1,400 eaaea ...,.. eloeed 

up, and 1,200 new ones NCe!Ted. 

llr. Grana asked what proport1011 or tile forged checlta are 1'r ... 'llr'7 

Departaent checlta. llr. Wileoo aaid abollt 75 per caat..ue Trwoa1llT ~ 

pt.rt&eot checlta, iaauad tar P. w. '·• aDd tbe Yeterau' Ada1niatrati01l. 

llr. Gr&TN uked if t1a Dia'ba.rahg Otfice ...,.. ill a poaitiOil to CODtrol 
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tbt delift17 ot t!leaa c!leob. llr. WU.OD a&1d that tbq are !lltTiJII 
di!ficul~ 1.D 1atti.q tha Diabvai.Dc Ottica to cliNic• trc. ..U d ... 
llftl'1 to peraoul d.UYer)'. llr. Gruea asked 1t t!lltt bu ..._ oan­
tull:r explored b7 t!llt Secret SC"rlce. Ia a&1d tbat, aa ba la1 aa14 
to 1r. lilaon M.A7 U.a, it abollld !lit practical to work oat with tha 
DiaburSiDc Office aOM raaaOII&llla .. tbod ot daU ... ri.q cMob Uat 

would apPM!' t o lin ~· ot racl1lc1.Dc tbia problaa. Ill'. Grane 
aakad 1f tbe DhieiOD ot AccoaDta aDd Dapoeita doaaa't anrci .. aOM 

aupeniaion onr tba diebuni.Dc otticare. 

lr. Grana asked llr. WU.oo bow t!le Secret Serrica-.. operati.q 
I!DIIer tbe ua 15-diatrict aat-'llp, iDataad ot tba old aat-ap ot 38 
dietrieta . llr. I U.oo said it na a 'fW'7 bic aproT-t. 

lr. Grana asked U &IQ'ODa bAd ~ tartbar to br1.ac liP• 

1r. Do' said tba t llr. Stanu bad r eported to ba tbia 110mhc 
tbat all tbe Caoadian distillUT casu are curreDtlT paid up • . 

lr. Semoara aaid tbat !lit aDd c Mer !lllapeOD watad to aa1t 

1r. Grana about a pl.aa tor ateDdardisia& pUUc1t7. llr. GraTH 
uked 1t, 1.D '1'1.. ot tha 1a taoeaa or t!llt bour, tba t coul.dn 1 t go 

anr UDtil the next ••ti.Dc. 
'rbe ••ti.Dc adjOUl"'OId at 4t25 p.a. 
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COllFIDEmiAL 

COASI' GUARD l!RADQ.UART112S 

RKPCf!T C1F CO<J!DINA1'ION 
ANTI...SWOOLING ACTIVITIES 

B09I'ON DIVISION 

Kay 18, 1938 

An absence ot contraband carriers ott the New England Coas t 

""" reported. Investigation ot rumors t hat alcohol and liquor had 

beeo recently landed in the v1ctn1ty or lUllbr1d8e and Kanaet, 

~sine, was continued by Alcohol Tax Unit, Boston. Aleo umler 

1nv .. t1gat1on by Alcohol Tax tln.1 t are rumora that s0111e contraband 

wu J.ended on or about lla7 4, 1938, near Bar Harbor. Acting on 

infol'llllltion turniebed by the Assistant Coordinator tor the State 

or ~1ne, Alcohol Tax Un1t , Portland, seized a substantial quantity 

of liquor at Ellsworth, ll!aine, and 1111de two arrests in connection 

therewith, 

Special surveillance and search were g1 ven t he American St ...... e.r 

E:XOCHORDA when abe arr1 ved at Boa ton on May ll th tr<:n l!edi terranee.n 

port a to prevent 8 possible landing or narcotics . In e<ldi tion, tba 

lapeneae end Bri tieh Steamers VENICE IIARU and PILCOI' were trailed 

int o Boston by the Coast Ouard and turned our to the eurvei llance 

or Customs . 

2SS 

At the monthlJ conference bald at Boston on Ka7 llth, the Diatrict 

SUpervisor, Alcohol Tax Un1t, Boston, reported seizure ot eeven stills, 

a .. eral autoaoobilu and trucka, and tbirtr-rour arrests during the 

past week. 

~.1' YORK DIVISION 

The Coordin4tor reported that the Britiah 011 Screwa 9l'ANDARD 

COASTER and REO II continued •uggling operetiona ott Nova Scotia 

durina the weak; the presence or the Flll!:DERIC!r a:. II at St. Pierre 

tor engine repaira; apparent auggling activ1t1ea on the part or t he 

PL\YliAYD and TY!B 1n end out or st. Pierre; intorution indicating 

t be presence or the Da.n1ah Schooner aREI'X 1tURE ott St, Pierre; and 

tbe belief that t he ~A arrived at Trinidad, B. W. I. 

Obearvatlon tlighta for illicit distilleries were ude bf Planee 

V-136 and V-151 in the Stat•• or New York, New rereey, Delaware , 

PennA~Jlvania, Kar)'land, and the 1)1etr1ct or Colwobia. 
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NORJ'OIK DIVISION 

NO in!ormation relat1•• to ottehore lauggling acti?ity ... 

rec•1"-'· Tb• suqeoh liPSALOUl'1'CH eel LOUISB are aUll 1n an 

1D4Ct1YI statue. Tba Pen-ntan au.epeot ANNA e&llecl troa Southport, 

NOrth carolina, 11&1 2114, tor Charleston, South Carolina. 

A apeeial Cuatoaa contarenca wae held by the Coordinator on 

1111 lltb at Nortollr: relatin to conditiou mating 1n and around 

!lacllepreagua and Qulaby on the :raatern Shore ot llirstDJ.a. 

G\larde wore placed on tour ?essela and alx were trail-' 1D the 

Chaaapeeke Bay araa in the interest ot the pra?anti on ot narcotic• 

•ngglfD£. 

1 AC:I!:li(IIVIl. DIVISION 

Cuatom.a Patrole, lackeontllla , Ml.aal., Pallula City and Tampa kept 

fourteen yesaale under ob .. rn.tlon and tboroll8hl1 aearch-' two. lh1le 

keeping the Greek. SteaJUh1p DI<JIYSSIOS 9I'ATBATOO under obaern.tion the 

1ack.aon?ille Patrol aehecl a quart ot auggled Greek brandy trom one 

T. G. Kercatoe. 

Still under 1nnat1gat1on by the M1ea1, Tupa 81ld Pallema City 

CuatCIIIB Patrols art the acti?iti .. ot Willard C&apbell and "Reel• 

Itel1anc; and l'\80ra that .arlhuane 1a being peddled by aeuen ot 

t he lioore-wack. and Bull Steaaahlp Lillea; alao that aarihuana 1e being 

tek.en on board o11 tankers laa?ing Texas. 

A oonterence waa held at Charleetoo on May 13, 1938. 

ND CIWWIS DIVISION 

Reporta ot Mreotic ?iol&tiona are baing innatlgatecl, 

Tbe Coaat Guard and Alcohol Tax unit jointlY eoized in the Statee 

or Alabama, 1Uea1Se1ppi and T<lllll .. aea, eight atilla, two aut.-b11 .. 

end two aeizuree ot 110ntaxpaid liquor, Nine arrest s were •4•. 

COLUX;TION DISl'RIOTS OJ L03 ANGXLIS, SAN DilDO AND NOOA1 '&9 

A r eport recei?ed indicated that a ..U, reel, h1g!Dr1ng .oAO­

plane had oro .. -' the border troa llerlco 1n the ?iclnl ty batwMII San 

Yeiclro and ota,y Mountalna and had bean elghtecl ebortl1 attar daTbreak 

on three 110rn1ngs w1 thin a period ot two weeka. A ouatcaa ottlcer 

Ilea bean stationed at a ranch hOuae 1n ote,y Mountain lie" to telephOne 

the Coaat Guard Air Station at San Die&O llben the JIOilOplalle 1a aightecl .• 

Th1rty-aa.an Yaaaala anterln& toe Angalaa Harbor ware trailed or 

picketed, 

- 2 -
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Pr••• repona U41oaw tllat ill tile ll!IAIMW\' opi- -aglt~~& 
oa•• 'he 4et.a4aatl Ol- u4 IIUtUa wen ••tuoe4 to eisllt 7Mr8 
pd two fMl'l iJq)riW nt, rMpeOti•al7• 

rourten •••••U were uaill4 4lll'iJI& tiM wlk. 

8U1'TJ.1! DIVISICB 

ll••• na11l1 were traile4 ill Pllc•t 8ov.a4, Ool.-bia 111nr, 
Gr&71 !llrbor u4 Willlpa Ba7, 

110 report reol1•14• 

~,4.,.L 
R, R. 

Roar A4aiftl, 
0 

........ 
u. s. aoan Ola1'4, 

pA•nt:. 

~:OWo: 0:::. 
Lieut~t, u. s. Ooalt 0Ua1'4, 

.Aotilll& Ohilt XAtellileDOe Otticll'. 

-a-
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OOA9r GUARD BIAD9lJAl!Tl!!! 

Ril'Oii:1' f8 COCRDDllTICir 
Alf1'I -aiOOOI.IJiiG Aal'IVITIJS 

BOST<IN DIVISICir 

SUrtace patrola were on the lookout tor a poaaible ahift or 

.,.ugg11Dg operatione traa the Non Seotiu to the New Ensl,and -et 

bJ t he cont raband carriere, J'R@Ck flllt B .• n, Rm n e.n4 9tAllllARD 

COAS1'1R. ~~r. L. r . PeZT7, ca~n ot ~ •A•, euetoae Patrol, 

report ed receipt or a ru.or inll.ioatins that a lllllll.1118 ot alcohol had 

taken place in t he 'l'ioinUr ot Steuben or Millbrill.se, llaine; alao 

that a len11.11ls ot cboioe llquora ha4 bean M4e at Muaet, lllaine 

(near Bar Harbor ) about the a144le ot April, 19~. 

Jour suapeoted narcotic carriere were tra1la4 into and out ot 
Portland, Boaton e.n4 Pro'l'i4ence b7 the Coaet Quard, On April 27th 

the Oout Guar4 ua1ah4 cuatoae in boar41n8 an4 '""""!ntns the 

Britlah Steamer BARON LCNAT. 

Nllf Tall: DIVISION 

The Bri t i ah 011 SoNn PLADIAID u4 TYD are bell end to be oon­

taotina the Dalliah Schooner aRft1l: XDRI, Whioh lett RoUercl&a, llaroh 18, 

1938, with a carso or -e U.OOO pllona ot Dutch aloohol (Phaniz 

brend), an4 Which _. detinUelJ reported ott St. Pierre on April :J>th. 

The Br1 tieh 011 So raw NII'6V. 1e ball..,.ed t o be .., route to the Weat 

Indies tor a carso ot r~a tor the Non SooUan •ll8811118 i nterests. 

Plane V-151 searched tor illioit diat1lleri88 4ur1118 the period 

April 218t to 11a1 2114 in the Stat .. ot New Tori<, New rera&T, Delawre, 

llaryland end Virginia. No atilla were aipted, 

NCI!J'OU: DIVISION 

251J 

Guar4a were placed on el..,.&ll (11) n eeela e.n4 t our ( 4) ..re trailed 

in the Oheeapealce Ba)' area. 

At the contel'811loe held 011 April 29th at Baltlllore, t he o01l1'ere .. 

wore ad'l'iaed ot Ill!. article appMI'iJI& in the Bortolk :r..c~&•r-Diapateh ot 

llarch 28, 1938, atatins that Bal'll&1'4 l:r'fin Ro)'&la llll4 roe '1'boe& Waat 

were 1nd1cte4 on lfaroh 28th bJ the J'edere.l Gran4 1UrT at nisabeth OitJ, 

North Cerollna, 011 oharle ot ala11ll8 r. w. raobOII, rr., ot .Uoohol Tall: 

IJlU t , Oil llaroh 8th. 
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NCIU'OLK DIVISION 
( Cont1nue4) 

253 

Tbe COOrdinator also illtormed the conferees that guards bad been 

pleced on fitty-fiTe (55) euapeot Tessel.a, and in addition t'ftllty-senn 

(27} bed been trailed by Norfolk Coset Guard llll1 ts during the period 

i:e.""b 20 - April 23, 1938. 

One of the members or the Coast Ow>rd Chesapeake Bay Boarding 

Group made the following report or 'llbat be obserTad while 011 board 

tbe em 01 i!JlliBURG on April 22, 1938: 

•.n.ue en route rrooa Be.l.t1.aoore, lid., to Norfolk, Va. , 

on the CITY OF HAMBURG, when about ott Solomon• e Island, 

at about 9:25 p . m., last lligbt, a -u boat about 60 teet 

in length, bridge-deok cruieer t:rpa, pe.1nted w111 te hull 

w1 th a per colored eanns oTer the deck, mast painted spe.r 

color , one uat, contacted the CITY 01 HAMBURG. They took 

ott the compass adjuster which bad been take on board 1n 

Baltimore. The ship bad prniously been adjusting her com­

peas While an route to Norfolk on this trip. The lllllle ot 

the compass adjuster on board t he CITY 01 HAMBURG we.a 

'Keeter• . He wor ks tor the Seblloler COoapeaa Adjusting 

COOipell:r or Baltimore. 'rnis lllllll bad praTioualy sant a tele­

gram to 'Kester' or Radio Corporation of Be.lt11110ra arranging 

tor this contact. He lett the em OF !WIBURG carrying a 

black aut tease. 

"I t "-S dark and I wa.e Ull&bl e to ascertain t he ll8lll8 or 

number ot the ~~lUll bont . 1 also ws Ull&ble to obtain this 

information from the akippar ot the moall boat due to the 

wind blowing and the tact that neither T .. sal caaa to a COli• 

plate atop. The antire procedure took ollly a matter ot about 

one minute to coaplate, • 

1.A01030N'lll.U DIVISION 

lluring the poriod April 30 - !lay 2, Coaat Guard ~lAlla V-162 

cooperated w1 th Alcohol Tax mu t iD eaarehing tor illicit dht1ller1ea 

in Florida, Old still aU•• .. ra obaarTad but 110 n .. aUlll wre 

notic ed to be in operation. It is obTioua that etill operators are 

ca::>olltl.4ging their ~utpaent by ai ther conr1ng them w1 tb tollage or 

letting t h ea up in outbuildings. 

A seizure ot about forty ( 40) grains ot cooa lMna found in a 

or"" memb er• s looker ot the American s . s . Pll!lCI'O RICAN •• aade by 

CUstou, SennDah, 

- 2 -
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.TAOKBCIIVI:I.U DIVISION 
( Oolltilllled) 

Alcohol Tax U.a.U, Klual. , anlstecl b:r CuatOIU, z-tgraUon Border 

Petrol aDd a St ate Ben~ Ill.8paotor , aehecl OD April 28th uaar 

Florida City, a 300 gallon a U ll, 117 galloua nonta.xpe.id liquor, 2 

ut rra e.Dcl aD outboard .otor. J'our au were arrested and later 

released on $50<) ,00 bolld Moll. 

cuatOAO Patrol, K1ua1, kept Willard Cellpbell UDder obaenaUon 

lD IJl errort to learn the nri 011a plaoea lle llliSilt contact, 

C\latOOM Patrols , ltiual. and .Tackaoll'filla, kept 16 Teeaela llllder 

obaernUon during the pe.at weak, 

Cuat oau Patrol, 'l'upe, Hported aebing troll a Gel'IWI retua .. 

3 Lelca cueraa, 1 oontu oa.era aucl 1 p&ir biDooulara, appre.i .. d at 

$950.00. They e.l.ao aeollrecl the aua ot $52:!,00 tor ' caaaru eel 1 

pair bi .noolllara llhiob had already been diapoaed ot, OD April 21at 

tbe Patrol seized oertaill perle tro. a wreGked Ta;rlor CUb llonop1&De 

appraieecl at $22!1,00 , The pl&Do, llhioll belonged to one IL 'l'h011J)801l 

or Kingston, Ontario, •• ell teNd UDder a 90-dsy t ouring pemi t , 

Seizure '1188 made boca\18& ~ll had eold pert ot the pl&De and had 

ottored otber parte tor aale, 

260 

The &boTe Patrol has ada &D illTeatlgatiOD ill connactio.n wt til 

reported aoU'fitiea in urootiol ill the rtoinlt:r ot lloore HanD and 

Clewioton. An in ... at1gat1on •• aleo aade o r Nported actlrttiu 

or one "Red~ Italiano ud one Ra:r BllollanaD, 1lllo weN cgaged ill 

illegal actirttiee during ProllibitiOD, 

An innatigaU on by tile Taape Patrol ot one llall\llll Rodrigues, 

a retugoe or Spaill, auapeoted ot dealing 1D Jlllrootioa, diaolosecl 

tbat be macle tripe to Kuioo eel that lle •• in eoae lt1114 or racket, 

The Pa.nua City Cuato&e Patrol r eported that illtomation had been 

rocoi.,.d indicating that Mrihllllllll •• being taken on ~ oil tanker • 

l&anng Texas by aaabera ot the orew G.Dd before enteriaa a d .. tiaed 

port a -u boat would •••t the tanker• &Dd the arihllllllll tre.naterNd. 

This Patrol also reported that the captain or the Wate~ 11Dar 

lllltOSTA aucl one ot the local pilot a are said to be connect ed w1 t h a 

auggling plot. 

Infol'll&t101l 1Dd1oatea that the ._... ot t he Moora41aok: &Dd Bl1ll 

SteaJUbip Linea han beeu peddling aarihllllllll oigareu... !'hil illtoraa­

tion has been circulated to all per eona oonoeraed by the TUipa Pat rol. 

- 3 -
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ft T RIOI-ff( 
Y(~ 

(Oont1111M4) 't I 1938 1ACB:S<IIVILL'I DIVISI<If M..qy ~) 

The s t..,..hip ~ •• kept 11114er c011tinuoua .u;ry~·-· ·J. . 

wbile at Tempe 1n Tin or NpOrla 1n41oat1J18 tbat her or:·~~· 
a qUAIItlty Of DAX'C)OtlCS aboard while at a PolaJI4 port, 

Tho :racht CHIUS1'Illl :trca Buana CUba, 1a wapected or oa.pllc1 ~ 

i n the tratfic ot DAX'C)Otic dru4•· It 1a a&id tbat one ~Ill Bzl&ela, a 

Qel'IIAJI, ia owner end 011.e Ellrique Ferrer, ueter, 

Nl!lf OIIIlWE DIVISIOlf 

The Coast Guard and Alcohol Tax UDit jointly seized 17 atilla end 

1 nhiole in the States of Alaba.a, Mhe1esipp1 and Teueae... ThirtT 

......_ arreate were ude. 

CO!l.ECTION DI8I'RIC'l'S OJ!' La3 AIDELIIS, SAN DIJXlO .AND NO(l4t!IS 

Thirty-tour ( 54) naael e were trailed or picketed dur1Dg the -· SAN FRANCISCO DIVISI ON 

Twenty- tour (26) naaela were trai led duri~~g the week. 

SSA1'TL1l DIVISION 

Si x (6) veaaele were trailed 111 the Puset Sound, Oolual>ia Biver, 

Grays llarbor and 111 Uapa a.y araaa. 

HAitUIAN SIC'I'ICti - SAN !'RA!ICISOO DIVISICII 

Four ( 6) T881ele were trdled ill to and out or Bouolulu, tnoludi~~g 

the American s.s. PRBSI!lllrr CI.IVBlAND, the _.ter of whioh requnted 

and wae turn1ehed Ooaat Quard ueietanoe due to labor 41tf1oult1aa 

aboard hie vaesel. 

A?PRovm: 

~-· .-:~ ~ 
't, I. POU.XO, 

ueuuunt, u. s. eoan Guard, 
Aoti~~g Chief Illtellisence otfioer, 

~~~ 
Roar Admire.l, u , s. Ooaat Guard, 

C nAeD •• 
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TREASURY DEPAI'n"MENT 

IHT&Jt CWP'IC:K COIIMUNICATJON 

,. Secretary Uorgenthau 

.... ~!r. lfhite)'PY 

su~~ report on conference with llr. Feia ot t he State 

Departmen t r el a ting to tentative proposal ot a s i lver loan 

to l.!exlco. {!lay 16, 193g.) 

In conversation with Mr. Feis emphasis was placed 

on t!le pr eliminary, exploratory and informal nature ot 

t he suggestion being made tor t heir consi deration. 

The pr oposal wae out lined as follows: 

That a loan ot 200 million ounces ot silver be ex­

tended by Congressional aotion to the llsxlcan Government 

:or poss i bly five t o t en yea rs , a t a modera te rate ot 

interest , returnable in silver bullion ot equal weight. 

The loan to be made upon the tollowin~ conditions: 

1. The silver borrowed i s to be maintained by 
the l!exlcan Government either in circulation as 

coins or s ilver certitioa tes or as part ot t heir 

monet ary r e serves . 

2. A sa tietaotory settlement ot t he oil contro­

versy be made. 

3. Negotiation ot a t r ade agreement between 
~!exico and the United Sta t es. 

The State Depa rtment might at t he appropriate moment 

as a part ot t he conversations now being held, sugges t 

t he possibility ot such a loan. It was assumed that it 

the President, State and Treasury Departments considered 

the pl an a feasible one Congressional leader s would be 

sounded out {before the matt er was broached to the 
:Jexicane) to ascertain whether the prospects ot Congres­

si onal support tor t he proposal were sufficient to war­

r an t t aking up the matter with t he Mexican Government. 
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;e1s • oomoents on the proposal 

Feis regarded the proposal as having very little merit. 

~eted below are the objections to the proposal advanced by 

~. Fe1B: 

1. The MeXican Government is completely irresponsible 
and could not be depended upon to carry through any 

such agreement. They m1gh~ for example, sell the sil­

ver on the world market notwithstanding their promise 
to the contrary. 

2. The Mexican people were completely incapable or 

operating any large scale industry let alone so oom­
olionted a matter as oil production. No settlement 

of the oil problem that included l.lexloan control over 

oil operations would be satisf actory. Oil producti on 
in Mexico would soon cease through technical i ncompe­

tency, graft, dishonesty and irresponsibility. 

3. Such a loan would establish a precedent f or other 

Latin Americans to follow. For example, Chile might 
confiscate the copper mining properties or American 

owners 1n order to obtain f inancial assistance from 
the Ameri can Government. 

4. The United States doesn't want to consummate a 
trade agreement with Uexlco because we cannot grant 
to Uexloo the concessions she would wish, though pos­
sibly some sort of treaty agreement with little real 

content could be arranged. 

5. It a successful deal were made involving a silver 

loan and including a sati sfact ory settlement of the 
oil oupstion it would be claimed by the American pub­

lic that the Government made a loan i n order to ball 

out the oil companies. 

Feia did venture the opinion, after a half hour's dis­

cussi on, that it might be possible t o offer financial as­
si stance as part of a larger program involving settlement 

ot several i mportant issues on the calendar between the two 

Govern~ents (including the matter of boundary water rights) 

providing a reasonable settlement with respect t o the oil 

propprties (including possibly either a return of the prop­

• rties to the Americans or operating the properti eo under 

sooe form or international trusts~) were made prior to 

any suggestion or financial assilf4!llillfe . 

Feis eald he would prepare a memorandum for Secretary 

Hull on the subject . 
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The relief situation 1n CleTelo.nd h u not changed p-eatly ainoe 

'lll/ """'orendw:> of laat week. The Leghlature ... t in apeoial .... i on 

on l!ondny. The pro,;rem propoaecl by the League of Ohio llun1cipal1tioa 

181 

(1) Authority for the oi tie a to iuue boncla 1n anticipat ion of 

ruturo revenue trCCl apeoial taxea on utilities , beer &ncl admiaoiona 

tlready in e f f ect unclor State law and et.J'II\&rlcocl for relief. 

(2) Authority to l evy city taxea only on tb.inp already taxed by 

tr.e State inclucling rea.l utate but excluding incCIOO taxation. 

(3) l'&ut.ge or lltllllicipal tax billa and author ity to iaaue boDds 

on a atrai&)lt majority instead of t ho p reaent aixty- fiTO per cent ro­

quirOJ>ent, 

( 4) No new Stat e taxea . 

Action to.lcen by t ho llouae of J!epreuntat bu ,.... tho •menleo ua 

pe.ange of a roaolution euthori&i ng tho Spee.lcer, who 1a fr-o• Clueland, 

to appoint a cOI!IIdttee of olaTOn to invutipt& tho relief ai tuation 

in the more populoua countiu and to propooe a p lan of relief. Th& 

Speaker appointed e l even rural l o{;ialatoro, aeTIID Democrata md four 

Republicans. Tho strategy 1a obvioualy that nothing can he pa .. ed 

without tho rural vote and it i a nooeau.ry tor t heol to be convinced. 

Gove rnor DaTOy' a billa, whioh inclucle an incoco tax eo.rmArlced tor reliot, 

nre intr ocluced, Tho CleTeland Preaa aaya "bir; buaine" lobbiaa• wre 

active in oppoainr; relief, In t ho Senet& a r;roup called by t he Preao 

"hatchet Mn" aDd oppoaed to the ne.tional o.dlliniatration, wre ,.....,d to 

draft a relief and taxation bill. Tho Rouo.o ooamittoe arrived in 

Cleveland Tuead&y md ber;an hoarin&•• 

llayor Burton announoed on Uo~ that he waa o.e.lcing liPA to add 

7,500 or 10,000 men to their r olla in Cleveland. Tho N01r1 report• that 

thh requeat waa retuaed by the WP.l regional direotor from Ch1oo.r;o. 

The llayor bad ao.id lo.et JPrld&y •there will be no auttering penoitted 

for lack o f fOOd in Clenland• and he added that he had h.ed full oo­

O!"'ration tr<& liJ'A and that there had been "Do diaorder. • 
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When the City COW>41l -t llon4&y eftJlinr; to .aka c other 

tnnater trCII regular oity tunda to reliet purpoa ... the CCNllcil 

ohaebor .... boai•sed by .. orCIIId or 1, 000 pereone. aoatly relief 

cUonta . There were p r .. ent repreaentathea ot C. I . O. • the .laao­

c1Ation of IJDe~:~ployod ot Cleflll&d, L&bor• a JIC~~rPt.rtiaan League and 

thO llorkera' Alliance . .t.ll of thaae reproaentathn wero pe rmittod 

2SS 

to apeak and there were aoae disorderly and aorimonioua aoeneo. llqor 

Burton m&de e apeeoh to the o rCIIId &akin& tor patience and r epeatl..ng 

th&t no one WO\lld be allowed to a tarfll, but the C.I . O. repreaentatifll 

aoaerted t t..t roliet clionta '"'re getting only tho equivalent ot 

twelve eonta a d~ and that that waa " llow atarntion." The Counc>il 

Yc>t<ld to transfer $ 80, 000 from the buclgeta Of regular 011micipal di• 

n&ions , includi~ $2S,OOO f'r<l:1 street cleaning, $6, 000 f'r<l:1 police 

and $5,00C rr<m~ tire . Tho heada c>f theae diviaiona said that t hia 

woule. oean that they would h ave to begin l~ing off men by Juno 1 or 

sooner it tho money was nc>t quiolcly replac>ed. Thia """ the third 

tranofer or re&Ul•r fUrda , previoua tranarera having bOGII $75 ,000 and 

$50 ,000 . 

l.!e:>bera or tho relief orowd owlo known their intention or ataying 

in the Council clw:lboro all night. Arter the Council adjourned 300 

roCIILined but thi s number gradually dwindled to 150, 'nho remained utd;il 

corning. Durin& tho night they sent a telegram to Governor Dany 

tolling hiD thet the situation in Clovob.nd """ a "disgrace.• 

Tho Legislature will not moot again until next Monday , llay 23rd, 

When tho apooial House committee ia expec>ted t o report . 

--cOG--
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From: Vr. Jile81ll 

SW>D.ry ot our conterence with the President this 

afternoon, 2:1' to 3:00 P.ll, 

2S~ 

The Pr .. 1dent opened with a re-.rk reprdin& the 

Fl!nnsylvania pritaariee and the Secretarr axprseMd e011110 aurpri• 

at Ill' . P'orleyta atateMnt. 'The President aeked wbether the Secretarr 

understood the political background ot the atate .... nt, Be then ax­

pleinad t hat the De11100rats had carried Pe!Uillyl'ftllia only twice eiDOa 

18~6 and tbat he 1lll4 nry anxious to Me a nctory there this tall, 

Thoro .,... a ssriotus split in the Party with the State CO!IIII.l.ttee back­

ins ono aet ot candidates and Senator ~tar and Vr . Lewis backin& 

another, It -• illlportant t o get thin&s 1n such sb&pe that the two 

factions would unite tor the election next tall, Vr. Farley, t here­

taro, is s usd his stateJMnt on the daY bet oro the prillllr)' endorain& 

Go't'Brnor &arle tor Senator and Vr . KaiiD&dJ tor Oonrnor; Vr. ?arley 

t hought at t hat time that Ooftrnor Karle would win but thOUSllt it •• 

l11<ely t hat lolr, Kennedy ~d not, A4 the priarJ turns out 

Gowr110r &arle is nomineted and lolr. Kennedy 1e defeated, 'l'bs President 

than asked wbether 1n "Oiaw ot the tact that lo!r. Farley heel supported 

Mr. Kennedy would not Vr, Lewis and Senator ~•1 be 1110rally bCIUIId to 

get out and support tha Ucket 1n the tall . The Pr .. 1dent then turned 

to the tax bill 'tdllch hs bad on the side or hia desk &114 jokin&lr 

called attention to the tact thet the Secreter:r ot the Treasur:r bad 

mete no ree.._nda t1on u to the President' e ac t1on on the bill, but 

had ... rely asked tor a conterenca to dteouu t ha subject, !he 

rict l.ng Director ot tha Bu4pt bad •rol:r quoted the Secretary! a roquaat 

tor a eonterence. The Secretary uked wbether he lad not been prettr 

cagey 1n tram1Dg his lattar the.t •Y• The President then uked wbether 

• had cons idered that he had throe possible cour•• ct action, !Ia 

could sign the bill, ha could ftto it or ha could lcHp it tor tan days 

SOd it would then beoco. a law without his ai8J!ature • W. aaid • had 

ronlized that these throe ooureel ot aotlon •re open, !ha Prea1dent 

Said that, ot courM, he could not nto the bill but that at P' .. ent 

he inclined to the third courae ot action, -ly, permtttin& the bill 

to become a law without hia aipature. The Secretar:r ob•rwd thet 

he Ulcad that better than tha Prelident' e preT1oue S\l881St1on ot sign­

in& the bill but laauin& a atet.,..nt at the - tiM. 

'1'ba Preliltant aterted to aak • about the oontenta or the. 

bill but before I could aay an:rt~ proceeded to ~11• the. bill 

tor h,_.lt Be aaud • w .alee 110tea ot hi• -nta. Be Mid (1) 

t hat there ;.re a larp INII>ar ot • ""hl'•tratlft oh&Dpa 'tdlich .., the 
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colo wre good, on be.l&Doa they wr. ratller 4ef1nlte gaiu in tbll 

1~ of eftioien~ ada1Diatret1on of ~be tax law. I ftrUlad thia 

coDOluaion, Myi.llg tbat tiler. •ra a large nWII>er ot adllliniatratift 

wprow menb 'llhioh would not be '11114aratoo4 by the pnere.l publlo 

but wh10h did ra8\ll~ 1D adftnt&ata \o tbe beau; and tbat thaN 

were prac tically no a&aluietreUTa obanpa Which •ra objaotiooabla. 

(2) u to ita reftnue upeoia: I told tbe Prae14ent 

267. 

that &be blll would yield aptn'Oxilately t65 aillione 1e .. llllder preHJit 

busineea conditiou out ot estlated total 1Dterll4l reftnue ot ~.3JO 

milll one ae Ht forth 1n tbe 1anuary Budpt. In a good )'War the bill 

would produce arOUDd $2'30 ailliou leee, tile Treu11r7 .. tlatad, tbaJI 

oxls Ung low, 

(3) The bill a liJaillatad a nlaber ot undeeirable DUiMD.Oe 

taxea. 

(II) The UJidietributed profih tax: Tbe tax had worked a 

hardship on eme.J.l busiM.. . These hardJihipa the bill corrected. Tbe 

bill r.teilled tbe priDGipla ot the UJicliatributed proti te tax but the 

di tterent1al 18 ao..U that it would probablT not prnent a -u. 
group of 1ndiT1dua.l8 'IIIlo control a profitable CaiiP&JIT trca loaTiJig 

th& proi'ite on tbeir money 1D the ocmpen:r with the ne~ r.ault or aTOid­

l.n.g peraanal l.ncOM t&Da which they would P8-T it tbe earuinBII bad 

been diatributad. On tile other aide the COill:litteaa did Hale ~o etrenctllen 

tho authority ot tbe Calll1ieaioner or Internal Renn,. to leTJ taxa• 

against cmpaniee 'IIIlich tailed to distribute, It 1a hoped that by throw­

ing the burden ot proot on tbe C<IIIP'UIJ and tbet by Tirt,. or tile recant 

deciaion in t&Tor ot the Trae.aury 1D tile National Grocery Compt1J17 caM 

the Treasury would be able to an4 ar r.duoa the usa or corporate accuaw.­

lat1one in al'Oidanoa of iDCCIIB taaa. Thar.tora, ... ilo tile dittarantial 

18 lower tho bill will help -u. buaineaa and it ia hoped will 11ot 

rni" old •thoda ot tax a..oidanoe . 

(5) The Praaicla11t Mid the axiating ratea or taxa& OD 

capital gaina wr. too hi&h. I interrupted to aay that I did not t hi.nk 

tbeT wre \oo h1&h, the real objection ~o the exiating law aa that the 

trea'-nt or capital l.Qa"a •• untair - w taxed pine but did no~ 

allow tull dolduotlon ot tile lo&M&o There WN rough apota in tile 

treat.nt or capital pilla *!oh could properly be al1ailll ted. The 

President eaid to put u ~bat •T• Be aaid to haft ao•o• loot up 

the O.~aocratic plattcmu tar ua~. ugg, lll92 and tollowiD& ,..ar. in 

which the pr11lo1ple or taxiD& aaltll OD the ba.t.e ot oapao1ty bad bee11 

expree .. d, 17ncler this bill the 1DdiT1dual. with a ..U oapial pin 

ot $'),000 would pay 15 percent and tile 1n4iT1clua.l wiU a $',500,000 

oapital ga.in wul,d alao pay 15 percent . Thia aa a olaar Tiol&Uon 

or tbe prilloiple or tuaUon aooordiD& to oapaotty. 

The Praeidoln~ .. J<ed wt.ther be could haft hia eteteMn~ by 

tcmorrow eo t ha\ be oould etudy it. I said • could giw it to h1a 

by that ts-, e1noe he bad praTiouely •XP"•"d •1111~ Tiewa 1n hie 
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letter t o the Oon.terenoe O<XIIIliUee. The President aaid that .. e 

tr .. but the etatatoent to the Oon.terenoe OCCIIIllttea •• too detaU..d 

and tecbnl.Oal, tb1a tillll be "allted a ahort aimpl.e atatalllltnt. 

268 

The Secretary eaid ~ not sign the bi ll prompt ly and 

iss\11 no atate•nt, Tbe President aeel»d iapat1ent with th1e 

9ugeoation. He aaid he anted to 1alce time and go owr a memorandum 

on tba subject. The Secretary aa i d that attar he had gone oTar the 

...orandua be mJaht aal< tba adrtce or t he Oabl.nllt, For in.stence, it 

mlaht be ... u to get Mr. !'arleyt a rt .. ·a on the political aide , The 

President aaid the question -• one he !lad to decide tor hi:naelr, that 

it wwld not be interesting to eak the Cabin.st abwt it aince he 

already lalew WbAt their Tiewa ...,re . 

I told t he President that tollol'lillg a prertoua eon.terence 

I had lined liP the pros and cona or the T&rioua prorta1ona i n the 

bill , I round that moat or tha amendments were technical in character 

an4 that not 11111D7 Wldea1rable proTia1ona got in. The two -in pro­

rtsions in the bill be •• already thoroughly familiar with, The 

Sacrotery said that I bad defeated single handed a n\tllber or lobbyiatat 

a:naodllleota t o the b ill and he did not know how I bad done it, He 

Clentiooed particularly the inwntory ._ndlllltnt aa being urged by 

Senator King and t hat the amen<!ment Senator King proposed would baTe 

resulted in a tax gain t o tha ~rioan SlaeltinB & Refining Company ot 

$II or $9 milliona. The President add be would Ute oe to _.ita out 

se'lllral suob illustrationa t or him. I eaid it would take eeTSral minutes 

to explain any one ot thaae technical prortaion.a t o h1m and a longer 

t~ to expla in them eo that they could be underetood by tha """' in 

the street. The Presi dent eaid wllat be w.nted could be done in three 

sentenoes: Senator King tried t o get an 1nwntory rnaluat1on amendment 

tor the benati t of a larp -Uing company which would haw ooat $1! 

or $9 m1ll1ona . We defeated it, The Country would take the racta 

trol!l tbe President' e ateta•nt and 1t Senator King or the company did 

~::ot like 1t the burden or proof would be on them. He would like to 

beV8 aneral auch e:~U~Plae which be might w.nt to """ next 8Ul!Der. 

Be asked whether he could ba,., the memorandum he had 

rtrtue.lly dictated by el% or anwn ot clock taaorrow eftning and I aaicl 

that he cwld, 

The Secretary than 118nt1oDed the nota which he bad bed tro:a 

tba Preeident r egarding Mr . szymo:llllt aa a poaaible appointee tor 

Co:~~>troller ot tha curreno;y. The Secretary aa1d he thought be •• a n 

omallent man but could not iagl.nll h1a taking t he pos ition ainee he 

""" already reoe1 Tins $1.5 ,000 a ;year in his poe1 t1on aa 0o .. r110r or 
tba federal Reael'ft Board. The Preaide nt eaid to kelP him in 1111od, 

The Secretary eaid he • • not paaaing on the qu .. t1on w!letber anyone 

should be appointed Comptroller at tb1a time, a1110e he bad beard t hat 

there """ eollltl U114aratandill8 that tbe position 'IIIli to be kept open tor 

l.lr . O'Connor , The President aa14 he would try to t1nd out 'llbether th8re 

""" an,y baa1a tar Mr, O'Connor' a thinl<inB t hat the pos1 t1on would be 
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topt open; tbat he, ~ ~aict.nt, bad no aUIIh oblipUcm w 
11r . O'Connor. 

The Pr .. ict.n• Mid the Bov4 of Tax .4ppeala appoillt­

!IODt o we" g i'ftllg hilll. a lot of trouble , Sell&tor Harrison bad 

called on hi:a :r-nerct.y about Kr. Tyacm, Tbe ~aitlent Mid to 

s.notor I!arriaon: did you know tbat Kr . TJooon ,.. oae of e18ht 

JDembers tlbo voted for orookedneaa ill tho l!ellon caao and that he 

,., tl:e only one of the ~s14entt a a ppoillteea n o had. All the 

other onu of the eight bad bun appoillted by Harding or Cool1<Js­

or Hoover . Furthermore, all ot t he ae.,.n -.bora no upheld the 

!Ianda of the Ooverraent w" Rooae.,.lt appointees. Senator 

Har rison had ae.id that ha did not know tbat a nd waa wrpriaed by 

it. He would look illto u. 

The President aaked how Mr. Arundell had voted , I said 

be bad voted with the eight. Tbe ~aident uked wbo" he c ... 

trom. I said from Oregon; t hat he •• a Republi can, o1>1 of n .... 

out of tbe s ixteen member• of tb8 Board, Be had b .. n e lected 

Chairman of tb8 Board a 11 ttla leas t han a ,.ar ago t o replace 

Cba1rcan Bleck . Be had been 1n tbe OowrtDDent eerrtce worldns Oil 

to m ttora practically his entire protuai onal lite. Tbe Preaident 

said • ll tbat he baa had hie feat ill tb8 troueb all ~t tt.a aD4 

I acid yea, but tb8y wre pretty clean t eet. I bad ellllllined h ie 

decioiona before the Seoretary ~ada hls rec001118ndat1cm tbat .Arundell 

should be reappoillted and fQ!Dd tllat in a good -.n7 oaau he had 

dacidad in f avor of the Oo,.,r-nt on bqlortant tachnioal queat1ona. 

hequently, ha had taken thla poaiUClll in di - ntin& op1n10Da which 

were later a dopted by the Circuit Court ot Appeals. For e XlllllJ)la, 

there bad been an idea that oorporetiona could not be taud on 

profi ts trcm dealin& 1n tbeir own aecuritiaa. In a 41-ntin& 

opinion Arundell bad held tbat tb8y could. Tbe Circuit Court of 
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Appeals appro .... d thia point of TiaW and it • • now ga1>1.rally recocni•d. 

In halt a dozen or a do:Mn other caaea ha had a1ailarly di-ntad in 

favor of t b8 Oonr-nt• a poa1t1on aD4 hie opinion had later been 

aftl..rmed, Tha ~a14oont M id that ,.. good and 11110h in hie tnor. 

Bit then ntur~>~d to Kr, Tyaon and Mid nothing of the acrt 

Could be Mid about h1a. The S.Oretary Mid no. Bit had been em the 

Board two or three yeara. Tha President would l'OMIII>er tbat Senator 

Harrison had a trcmgly urpd hie appoin-Dt but be had been pa-d OTOr 

alld Sell& tar IlarriaOD had then bean axb tad:r nany to ~ SeCretary 

untll t he Preaict.nt f1•lly appointed Tyaon. 'rha Sao"tary aaid ha 

t bOU&ht tbo real reu011 tw appointing Tyaon waa to kaap Senator Barr ieca 

trOD setting farther off tb8 reNrwtioD. Tbe ~aidant said, oan he 

be farthu ott the reaanatioD than he ia already, the SeCretary said 

yes ; wbon I a ppeared before t .bo Ys.-e Coami t taa reoently Lo•ll llalletta' 

,..,., oame up in OODiliOOt ion w1 th hie Dcaillation u Chairaan of tbe 

National -..r gency oounoU, Barriacn alo1>1 em the Caaittee •~od up 

for h1a and ha would DOt otherwiae ha.,. been reported tavorebly and 

confirmed. Tbe President ~atad that he aight horaa - treu with 

Senator Barr1- a little fur\her, '!he" wre fiw thinga tllat he 

could thilllt of -.blob he -u 111oo w gat trca Sell&tor Barriacm. It 
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~~ 11e pe:rf"'~ lecl\s-• for Ilia~ wan: 1' ., ' llt. ~. •1M• 
\!Ia a.aawra wn alwp lotac ~ - 'lWI& ~ Ilia. Be .-14 talk 

wUil Stutor a.n-1- ... l.ll 1a a dq or eo. 

I t old , .... PreaU.11t 'lien wre taur e,}!P0111Ut11ia eQir-

121& 011 TUlle 1!1114, Jl .. ara. J:.l'll aa4 Opper , *• lie bad appo1a•1 

'18fT "ceatl7 111 add1Uo11 to *•••· ~11 u4 'l'JIIa• J:.1'll U4 

Opper .. -a t o be &oo4 ••• 

I nsPaied i lld it wooal4 be daa ira'Dla icc!. if I aiP' 
pro._ ~ •liSP-' 1i, ilia' ille •"-r of ille fflllfr appo111t.a11ia be 

aotU ed proii!P\~, al.llH , .... Boarl aliJDt oilier hdpa wartted 4llr1aC 
the ._r aDA tM7 oould 110i .a up tlle1r oale11au. 'IIIIUl illa7 baw 

a t .-a~>era ~~ lie aftilabla. 
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To: 

rrom: 

Secretary Morgenthau 

Tholll<ls c. Blaisdell , Jr ./( (J 

For your information: 

ltr . Corwin Edwards of the feder:t.l Trade Comission 
~. ju..t 1,i.v£n 1110 t.he following int'orm&tioo: 

In 1924 the Coii!IDission i s sued a Cease and Desist 
order agains t the United States Steel Corporation condem­
inS the Pittsburgh- plus system of price-making as unfair 
competHion under the Federal Trade ColliiDiaeion Act. The 
Steel Corporation has just CUed a challenge of this 
order, after fourteen years. It seems probable that a 
bill just passed by the Con(.'l"ess makinG 11 Cease and Desist 
order of the Federal Trade Commission final unless appealed 
•.ithin sixty days may have precipitated this challenge. 

However, I suspect that it may be connected witb 
the informati on which you gave me this 1110rning regarding 
t!le rof\tsa1 of certain large cenent c011peniea to bid on 
aovel'lltlent contract. If the coopaniea are the ooes which 
I suspec t , one of them is directly related to tbe United 
St<.tee Steel Corporation. 

This ~~~eans further: (l) You may wish to Wor• 
the Federal Trade CoJ:UIIission that you have an immediate 
interest in the We:J in which this ease is sllowed to 
como before tbe courts . (2) You may wish to indicate 
to the Department of Justice your int erest in t.he matter . 
(3) It lllll¥ influence the strategy necessary in handling 
the action suggested in the report of the Collllllittee on 

Steel Prices. 
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Present: 

11&7 18, 1938 

t: :50 •• 

Adlll1ral Peoplu 
Mr. Oliphant 
Mr. lloR.e7nolde 
Capt. Coll1ne 
Mr. Manning 
l(r, La••• 

28~ 

HII!Jr: Three BaTJ aen, 3 lawrers and one cowbo7. 
I,r 110ney e on the cowbo7! 

Adlll1ral, I read this thing , aee, and, I h&Ten't 
got the letter here. 

!!:tr!l Pei:lff: That waa 1n connecti on with t he 
first open ng. r 14th. 

Hll Jr: lou suggested bringing eomebod7 down to 
talk arid f t hought 1f we were going to bring an,ybodJ' down 

the but, on this Un1Tersal Atlas l etter , I would ask 
Pree1dent of the Uni t ed States Steel to come down. 

Adairal. Peopletl Mr. Stett1n1ua. 

HII,Jr: llr. Stett1n1ue. And I woul.d like t o 
handle 1t pereonall7 and 1&1 the whole facts before hi• 

and say, Here' a the a1 tuat1on. In th1a letter, fro• WIT 

memor7 , they did not obJect to th1a f.o. b . matter. 

Adairal Pfoolu: Yea, tbe7 did. I recall that 
that waa one othi points tbe7 obJected to. 

HII,Jr: Let ae Just read tb1a. 

Wall, I still say I woul.d l ike to t alk to ar. 
St ett1n1ua about th1a. 

l(r, Ol1~nt : I thinlt 1n a Jlllbl1o adnrt1a1ng 
theJ hua aa,.. ud that tbeJ own the controlling in­

terest 1n this coiii!Pall1 and the7 ban about one- third of 

t~ total Rational ca:Jao1t7• 
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lUl,Jr: What would ;rou think or it? 

M!' ral Peoploa: F1nel Excellent! J:xcellentl 

HK.Jr: An;rbod;r th1nlt it 11 a bad ideal 

A411tal Peoplea: I think it it perteotl;r bull;r. 

~.Jr: (Placed a call tor Mr. Stettiniut in 
New Yor • Told the operator: 'It he it not in hit 
office, I don't want to tollow him. I wil l talk to 
hia in t he 110rn1ng. ' ) 

I would Just like to see what h1& e~~'iude would 
be in view or everything and ht can-- let•s · 5e,-.. 
his Universal? I will tell him Just what it ia all 
about and whether he would like to - - let ms1 while we 
are wa1t1~ 1 what le our power under t he law~ Suppoee 
Mr. Stettin1ua e&id, Row IIUOh cement do ;rou wantt 
Well we want •• • • 

Admiral Peoples: Whatever those quantitiea =ay 
be in those bids. 

down 
sell 

IDI.Jr: Yea. 
to queetion ot 
1t !or il. 80. 

In this aeotion. !hen we get 
pr1oe. Suppose he I&)' I, we will 

Admifal Pt~ee: lfe can now arrange t he price 
very proper y.t wu confirmed ~he other da)' with 
t he Acting Comptroller General. 

Kr. MoReznoldf: In other worde, he will recog­
nl~e a negotiated pr ce againet a competitive bid. 

Mr. Ollph!nt: Ian1 t that what we did ln the 
tire blde , att•r we had tle blde reJected? 

at all 

HK.Jr: lfell , th1e ia the aecond bi d. 

Admiral Peoplsa: Perteotl;r proper. 

Capt. Collins: This is the tlrat b id. 
on tbi three or them. 

No bid 
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Regraded Uclassified



-3-

Capt. Ooll1na: War Department, Oorpe ot En­
gineers. 

HK,Jr: What are the proJeote? 

Capt~llina: Three proJeote. 
tell you of a. 

I could not 

Admiral Peoplaa: Place near the point ot de­
livery. 

Kr. Oliphant: New Jersey, Ohio and Weet Virginia. 

Admiral Peoplee: And one in Oregon. 

Mr. 011p~t: To further anewer your question 
on your power: uring tile War we bad t he Lever Aot 
under which the Government wanted us to advertise; it 

t hey could not agree on price , to take this stutt and 
pay them 7~ down and later on adjuet the d1tterenoe. 

That legi slati on 1s not in etteot now, but anticipating 
such d1tt1oulty we have done the necessary work on that 

eort ot legislat i on. 

HK,Jr: I wouldn't want to do that. But having 
received no bid, I take it, it Ad.m1ral Peoplea is cor­

rect, that I can negoti ate a privata contract. 

Mr. Oliphant: I would want to verity with the 
Comptroller General. Re approved a privat e contract 

atter we had twioe tailed t o get competition. 

l!ll.Jr: Who woua normally do thatt I am uking 

you to do this. Bow would you clear with the Co• ­
troller aa to whether we could negotiate a private oon­

traot in Ohio and Weat Virginia? 

Admiral Ptoplet : I t hink t here il no queation. 
But to confirm 1 , I will be glad t o see Mr. Elliott, 

t he Acting Comptroller General. I take it a1nce we 
have received no bi de, there ie no doubt in my mind 

he will confirm 1t. 

Mr. XcRernolde: I ahoul d think eo. There 
have been a lot • ore advertiaementa where you received 

bide and you wouldn't aooept them becauee they were 
tie bida, but where you get no bide I think t here ie 

no queetion. 
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Mr• Oli~hant: I oan tell you exactly what 
t he aituati on a. I went down ayeelf with the 
Admiral and talked to the Coii!Ptr oller and t he oaae 
we put up wu where we had tie bide twi oe and he 
aald we oould negotiate priTately on that . 

Kr£ KoReJnolda: Herman , you did not go down 
the laat ime. 

M'iral Peoplu; We were down l aat Friday. 

Krl Olljhant : '1'he general plan f or uniform 
handling n re eohng bide twioe. 

HM,Jr: But here ia a question where you don ' t 
get an:r bids , and I don't want the War Department to 
get reatlees and run to the Preai dent . I don't aee 
why you want to adTert1ae again. 

Mr. Oliph!nt: I aa not euggeating that. 
t hing to do ia c ear it. 

'rhe 

HM,Jr: Th en the thing to do ia for Admiral 
Peoples t o olear it tomorrow. 

Adllliral Peoplu: I will be glad to. 

Hll Jr: Wall , ll&lte it certain. I wouldn1 t 
want Stethniua to come down and - - aee, 1t I can 
negotiate this t hlng, will ;rou be will ing to sell aa 
eomeT · 
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Adlll1ral Pe~plu: I will arrange to ue m.tott 
u aoon aa X oan omorrow 11orn.ing. 

Mr. KoReynolda: In Tiew of the background of 
:rour conference before, Adllliral I th1nlt ;rou oould 
clear it oTer t he telephone. it'• Jus t a question 
of change of oirouaatanoaa. I think he ia a l read:r 
collmitted on the prinoiple. 

M•'Prt rogp1••: 
to us laat ~day. 

And he oonf1rmed the principle 

Hll,Jr: I woul<l.ft' t take an:r chance•• 
;rou take with 7out 

Adllliral Peoples : !Ianning and Law••· 

Whom do 
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HK.Jr: I would take them again. 'rhla 1a too 
important. Take the t wo of them again. 

Adairal People.: Very glad to. 

Mr. Oliphant: And on the other oooaaion when 
we oame baoi, we made a record which we all signed. 
He won't write ue to this effect and I would like to 
have a record of it beoauae he could make a lot of 
trouble for us later. 

Mr. KoRunoldt: 'rhat' a all right. He's not 
bou.nd by a preliminary opi nion of t hat kind. 

HK Jr: I want to be aure that there is no 
queet1on !n the aind of t he Comptroller General that 
we oan buy under these oiroumatancea. 

Admiral: Now, we would like to go ahead on 
what ' a tll&t other point, a:a.rry , where the Arf!l7 1e 
pushing ual 

Capt. Collina: On one of these they want the 
ceoent on the first of June. If we oan' t effeot de­
Uvery in time we would like to get your clearance ao 
they oan ~ tha .. elvea. 

HK,Jr: How 11110hl 

Capt. Colline: 9500 buanele. 

fQI,Jr: In what d1etr1ot? 

Capt. Collins: That's for three eitaa. 

HK,Jr: Wherel 

OyhC:olUna: Utah, Colorado and Jereey. 

HK,Jr: Have JOU had bide out on thatl 
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O~t. Collint: 'rhat1 e included in the bide about 
whloh tha memorandum baa been prepared , Sir. 

HK.Jr: It isn't separated, you eae . 

C~t. Coll1nt. Ro, air. 
can give ll&t to 70u, however. 

I t does not show. I 
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HK.Jr: Gi•e it to ae in a special aemo. 

C~t. Collins : All right , Sir. I ha .. it 
00 barrele in Jerse7. 

HK,Jr: That's ssc-191-At 

Capt. Coll1na: that'• right. 191-A. 

2,000 b&rrele, Ohio, w. Virginia. 

7,500 barrels in Ohio , •· Virginia. 

2,160 barrel• 1n Colorado. 

HK,Jr: Oouldn1 t 7ou put 1t on one slip of pa~er 
and after 70u ha•e done that, how auoh 1s there left in 
th1et 

Capt. Coll1ne: Xee, sir. I oan do that. 

HK,Jr: How auoh will be leftY 

.&41111ral Peoplef: That aaltee a total of 15,160 

barrels to oo .. out o the 57,575 barrels t hat we ad­
Tert1sed f or. 

Kr• JloRarnolds: Lea••• 45,000 barrele. 

Admiral Pooplte: 
haTe proJects in hand; 

One point there is that thet 
aen on the Job. 

t his 
That 

IDI.Jr: You oan tell them that we will deoide 
thing not later than between now and llond&l night. 
ought to be tise enough • 

.&41111rs1: Pine, Sir. 
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HK.Jr: low, in preparation, ea7 in oaee he ehould 
come down, I would like to ha•e 70u put down -- I can't 
work from that aeao -- I would lilts to put down thil wq: 
we want t o b\Q' tor the ~. for tb11 kind of proJect, 
eo muoh cement in th11 State and eo auoh tor tb11 Depart­
ment -- what we are tning to bur , beoauee I oould read 
that Mmorandua tour tiMe and 1t doel not fiYe 118 what 
we want to buJ• I oan' t -.lte 1t out. It 1 all Juabled. 
I would like t o 1a7, Kr. Stettiftiua, bere we are in the 
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market for eo many barrels of cement. 

Capt. ~ollins: At t hese places in these States. 

Mr. Oliphant: Do you want exact places? 

Admiral Peoples: No. 

HK.Jr: The Stat e. 

Admiral Peoples: F. O. B. mills, I understand, 
within those Sta tes . 

HK,Jr: Because this ls not a laughing matter. 

This ls a tough situation. It gets down to whether 

1t1 s worth while fighting for at this tl~e; whether 

this is the place to do it or whet her lt ehould be 
done in t he Department of Justice instead of here . I 

have grave doubts, but I am going to read thaee let tera 

from the cement companies very carefUlly and I would 

l i ke to see Mr. Stetttnius and see what his attitude 

ie and there ls nobody who has a more liberal attitude 

t oward• business, and l f he won' t do it there is not 

much chance of getting anybody al ee. But I have 

nothi ng to work with. I want total orders , if you 
oould,on one sheet of paper, and on another sheet of 

paper what the Arm.y needs by the first of June. 

Capt. Collins: Yes, air. 

Admiral Peoples: And 14r, Secretary, you would 

want to know too, probably, the minimum, or rather the 

III&Jtimum figure. 

HK.Jr: You mean in price? Oh, if I get him 

down and he says yea, I wil l do business, then when 

he gets down to talki ng price I am going to let you 
or Collins -- I a a not going to talk dollars and cents. 

It I can get him to agree to do business our way and 

agree to the principle -- aa to the price ' I take l t, 

Ur. Stett1n1ue, you don' t want to talk prioe . We 
will let the President of yourwQt~nt company go over 

to see Admiral Peoples'. But r'"lm going to t ry 1117 
beat to do 1e have hia talk principlee. I am not 

going to get down to horse trading. 

Capt. Collina: Would you care for mille and 

place at 
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HX.~ It would be bel,tul. You, A4111ral, 
Lawn an4n1ng.rt a definite rul1'118 froa the 
Comptroller Gener ta.orrow -orn1ng. 

,.,.,!'!1 Peoplu: Yu, dr. 

oOo-oOo 
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FEDERAL H OUSING A DMINISTRATION 

MEMORANDUM 

M• . llor j!enthau 

lol•·•· tihi rley K. 1!8rt 
Jastst•nt to the Adllinistro tOI' 

FIGUR&S FOR rJEEK EIID111G ~lAY 141 1938 

~rtrahoa Solootod 
~ort••~•• Aoooptod 
Prc:nlurn hying L!ortr,ngos 

?roporty Improvol!l6nt Loans 
(Ar'10ndod February 1 1938) 

l.lortca&e• Soloctod 
~rt~ar.u• S.Cceptod 
Prel:lium Paying llortr;ages 

Proru rty I"ProY"""'nt Loans 
(Anondod February , 1938) 

llook Ending 

!lumber 

4, 9.0 
3 , 566 
1 , 705 

7, 616 

406, 302 
300, 088 
229, 781 

53,893 

Way H 1 
1938 

Amount ---
$ 2219631458 

161607, 260 
7 ,4221350 

3 , 606~610 

Cl, 706,447,062 
1 , 227,922, 208 

943, 607 ,067 

25, 368, 958 
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Corresponding Week 
Last Year 

1937 

!lumber Amount 

3 ,682 $15, 563, 268 
21785 111539;000 
l, 775 71444,036 

Under original title 1 (expired April l, 1937) 1,450, 860 
modernization notos woro insured amounting to $660, 603, 240; 

D1Yia1on of Eoono~cs and Stet1at1oa 
Operating Stetist1cs Soet!.on 
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J!eflliiiO 
oliphant: 

!!li.Tr: 

0: 

0: 

Wednesday 
Jfay 18, 1938 
3: 10 p . m. 

He sai d bonds cannot be i ssued free from t ax 
t ax exempt •••• 

Uh huh. 
I 

.• • un~ess Brown• s ~dment is adopted, which 
V/ayne and I and - and Bernie agree :lB perf ectly 
harmless. Namely, that you can issue these 

29l 

bonds but not in excess of 30 bil~ion which gives 
you 5 billion of lea way •• • 

Yes . 

And what they're afraid of is that we ' re going t o 
i ssue a lot of these b onds tax exempt and then years 
l ater can't subject them to tax. 

pl!J'r : Oh - oh . 

o: So that Wayne and, as I say , Bern ie and I all agree 
t hat it gives you all you have now, that is, you ' ve 
got so many notes and bills outstanding now that you 
can only - your leaway only runs up t o thirty-one 
billion. 

IDIJr : Yeah. 

Ot And this gives you 30 billion which is 5 billion • •• 

HIIJr: In excess . 

01 5 billion_free, you see. 

ffiUr: Yeah. Is that what the Brown ~endment says? 

Yes , that ' s what his present amendment says ; it 
wasn 't what the one you had said . 

Ob. 

And they ' re going to withdraw this other one t hat 

you saw. 

Yes . 

And - ah - they- ' re hol ding the Senate 1n sessi on 
until they hear f r om you • 

• 
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Well, wh~ should I call? 

V:ell, if you ' ll just tell me, I could - Rester 
can handle it. 
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RYJr : Oh. Well , what 1 ll the House do? 

0: 

HIIJr : 

01 

• , T• • """' .. 
0: 

l!!IJ r : 

0: 

3.'Jr: 

0: 

Well , the Rouse will - i t will go back to the 
House and the House will asr ee t o it according to 
Bester . They 'll just move to ~oncur when it gets 
back to t he House that it wouldn ' t go back t o the 
House. 

And t hey ' re actually hol d ing the Senate? 

Yes . They're holding ~he Senate now. So - because 
i t was r eached on the calendar and held over. 

Oh • 

And the leaders are all there t oget her holding t he 
Senate. 

Wher e is Hester? 

He ' s s i t t ing right by me. 

\'/ell then, who does he talk to? 

Be will call Harri son. 

Rror: Oh. Barr i s on? 

0: 

!i\IJr: 

0: 

HliJr: 

0; 

Yes . 

Well, ah - supposing the two of you come in and 
I'd just as leave call Harrison mrself. 

All right. 

Vlell , will the two of you come in? 

Right now . 

H.mr: y ah e ' 
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Operator: 

fl}IJr: 

0: 

!DI1r: 

sen. Pat 
&rrison: 

0: 

Harrison: 

Dan 
Bell: 

RJ.!Jr: 

R: 

Ballo. 

Wecmeada;r 
May 18, 1938 
3:16 p .m. 

Mr. Bell 1B talking to Senator Harrison and they 
,ant you in on the 1 me. 

Well, why do you think 

Just a minute now. 

Hello. 

Hello. 

There you are . 

Hello . 

Hello . 

Hello . 

Morgenthau. 

Yeah. Hello, Henry. 

• • I I 

311Jr: Bow are you, Pat? 

B: Pretty good. 

i!JIJr : Ah - I c!UJ.ed • ••. 

Bel l : Kr. Secretary, this is Bell. I'• on the wire too. 

FliJr: 

Bell: 

BliJr: 

B: 

BK.rr: 

Yeah. 

I 1ve been talking to the Senator about the bond 
bUl ao he'll explain to you wha t he's done. 

All ri«ht. 

' Why , you know the other d~cy" in the hearing 
answered aoiM questions and sa:ld 

1n view or the tact that the Pres :ldent's lii!SSage 
on tblis tax exe!IIPt bond atutr ••• 

Yeah. 
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!'JI,Tr: 

S: 

iOIJr : 

- 2 -

••. he· t hought there might be a loop hole 
there where they could just call m all the 
short-term stuff and issue mstead just long­
term stuff - under this bill, up to forty-five 
billion . 

Yeah. 

And so that ' s the thmg that ' s been worry mg him. 

Yeah. 

And then Borah ha s got an idea tha t he ' s gomg to 
try to put on - ah - his provision of taxes on 
these tax exempt securiti es . See? So I'm trying 
to eliminate these propositions and I dare say 
that they'll pass this 1f I limit the amount of 
the long-term stuff to be issued t o thirty billion 
dollars . 

29£; 

liliJr: I see. Well , will Bell go along on that? 

I' · •• 
B~ll : 

P.liJ r : 

Eell: 

liJr: 

5: 

t UJr: 

V.ell, that r s what I was talkmg to him about • 

No. 

Vihat? 

No. Not the way that Senator Harrison has g iven 
it to me because what he sayswnatha t the forty­
five billion is the limi t andthe does is change 
t he t hirty billion to bonds and fifteen billi on 
t o notes. 

Yes. 

That cramps you on the note s i de just the same as 
you 're cramped now on the bond s ide. I told him 
you might go along 1f he ' d put a forty-fi~e billion 
dolla r limitation on notes , bonds, certificates, and 
Treasury bills and then add a proviSo that provided 
t hat not more than t h irty billion dollars 1n bords 
should be outs tanding at any one time. 

Well, that would be all right . 

. . . 
Well now -

b111ty whether you i ssue notes or ••• • 

now, let me ask you on that , Bell • ••• 
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B: 

a: 

8: 

B: 

5: 

B: 

B: 

~= 

B: 

B: 

B: 

S: 

B: 

B: 

B: 

.. 
- 3 -

Yeah. 

Why wouldn' t this get it then; in this proviso , 
t he first paragraph of section one of the Second 
Liberty Bond Act as amended , ,,, 

Yeah. 

.• • i s amended by striking out the following - and 
then you know the strike out provided that the 
face amount of bonds issued under t his secti on -
ah 
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t went y-five billion dollars outstanding at any 
one time. Just put a provi s i on :- there - provided 
that there shall not be i ssued a t &h7 one tillle 110re 
t han 30 bil11on dol1ars of l ong-term paper· sa• i2 
hr~. ' 

You 1 re talking about section Oil! of ~at bil1? 

That ' s right. 

Wht<t we' d provide is the elimina tion of that . 

Yeah - you'd do that. 

Now, what are you going to do with section two - let 
it stand? 

Secti on t ·h'o - of the Liberty Act as amended is 
amended to read as follows; The first amount of 
bonds , certificates, Treasury bills and notes issued 
under authority of t his act - i t spec1fi cal..l,y said 
t ha t it was issued under the authority of the second 
sect ion of the First Liberty Bond Act - should not 
exceed in the aggregate forty-five billion dollars 
outstanding a t any one time - that ought not to be 
changed . 

Well
1 

then I'm afraid the other one doesn ' t do the 
tricK. 

Yeah. 

I • • • • 

Well, that's the way the bill comes and that's the 
way it's reported out. 

Ylell, your proviso doesn't do the trick. 
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S: 

B: 

8: 

B: 

H: 

5: 

B: 

B: 

B: 

B: 

B: 

8: 

8: 

Fli.Tr : 

H: 

fUIJr : 

Bell: 

1! : 

- 4 -

Yeah . Well, I'll tell you what we'd better do 
then. We'd better just pass this over and not 
br ing it up this afternoon and in the meanwhile 
you get a copy of t hi s proposition ••• 

All right, 

.. . and give me just as far as we ' ll go on it. 
You see? 

Yeah , 

I can fight it out just like it i s. 

Of cours e that would be better. 

Rub? 

Tha t would be better . 

But I think we ' ve got a l i ttle fight on here and 
then a i'i~ht with Borah. 

Uh huh. 
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And I didn't think that you were go ing t o i ssue 
mor e than. thirty billion for the Liberty or for the 
l ong-term anyhow. 

Well , I t h ink tha t's pr obably right by the time 
Congress gets back. 

Yeah. And so what I 1ll do t hen is - I won ' t take 
it up this afternoon and then we can have a con!'erence 
and you send me down just what it i s. 

I think that would be bet t er because this i .s too 
important t o , , •• 

Oh, yes, I don ' t want to tool with it unless i t 's 
ah - just right. 

Well •••• 

Do you want me to work it out? 

Well , as I understand your reaction it would be 
all right - ah - so tar as lillitinc the forty-f ive 
billion and t o Uait that DOt 110re than thirty billion 
ot it should be i ssued on lonc-tera stutf? 
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H: 

B: 

a: 

8: 

B: 

B: 

- 5 -

Yes, 1! you give us tlerlbility between the b onds 
and notes. 

Oh yes. 

That's all r i ght, I think, llr . Secretary . 

Yeah, you want to retain the flexibil i ty between 
the bonds and notes notwithstanding the limit at ion 
is not more than t h irty billion should be long- term 
s tut't'. · 

Yeah. Otherwise you're putting us back 1n a positi on 
on notes ••• 

I understand. 

• • • t hat we ' re not in on bonds, see. 

B: Well, I think that will be all ri&ht, but I think 
it would be .best t'or us to wait until Friday to 

brin& it up. 

B: 

~: 

B: 

!1: 

All r i ght . 

All r i ght. 

I'll work it out and take it up •• • 

AJ.l right . Henry? 

Wr: Yeah. 

Wr : 

H: 

!!IIJr: 

B: 

B: 

Th.at 1 s best ? 

I think yes, because this is too important and I'd 
like to see it •• • 

I ' ll put it off' a week. We ' l l hove a bearing on 
it Friday, pr obably..and we'll bring it up then. 

Thank you so IIIUCh. 

AJ.l right. 

Goodbye . 

Goodbye . 

Goodbye. 

.. 
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eell: 

l!\IJr: 

~ll.Jr: 

; ; 

3: 

~IIJr : 

B: 

h'i!Jr: 

B: 

J : 

B: 

IUJ.Tr : 

a: 

- 6 -
3oo 

Bell. 

Yeah. 

Where are you? 

Down in the Budget. Come around 1f you want me to. 

Well , t he point is Oli phant and Hester are in DIY 
room, you see. They came in before t his call and 
Bester had the agreement ••• 

Yeah. 

••• ~i~l Senat or Brown t o do Just what you're asking 
for . 

Yeah. 

And has that drafted already . So supposing I tell 
Hester t o walk down to ~e Budget and s ee you now. 

Fine . 

Bow' s that? 

That ' ll be fine. 

What? 

Yeah. 

Because - ah - he was handling it. You remember 
this morning when this t hing was we agreed and 
you sai d as long as Bester was up on the Rill he'd 
handle it. 

That 1 s right. 

But I t l.l. ••• 

Be just cal.led me becaus e he couldn't get you. 

'l!.lJ• · \'/ell, I had a call in for hi.m. (Laughingly) 

B: 

'!l!Jr : 

\'•ell, that's the r eason I had it switched; they 
told us on the phone . 

Yeah. I see. Wel.l., supposing I tell Hester to 
walk down and see you now. 
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B: All r i&ht . 

!111r: Thank you. 

s: Ooodbfe. 

Regraded Uclassified



a.il.Jr: 

Opera tor: 

f[.:t.Jl': 
Guy 
Relvarlne: 

3.J. .Jr : 

S:: 

3.:.! . Jr: 

'l: 

H.J .Jr : 

R: 

H. J .Jr : 

H: 

:~ ..... ]: : 

3: 

3 . • • Tr: 

3: 

H: 

H.t.! . Jr : 

H.J .Jr: 

B: 

Hello. 

flr . Rel vering . 

Rallo . 

Hello . 

Guy? 

Yes . 

Henry r.torgenthau • . 

Yes . 

llay 18, 1938 . 
4: 3/~ p. m. 
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I'm calling up to ask your advice on this ~uestion, 
whether the Treasury should or should not recommend 
a floor tax on liquor . 

Well , I think · we should . 

You think you should . 

Yes , we 1 ll have a big exodus of stuff that ' s going 
to b e a,;fully hard to handle if we don't do it , and 
we can handle that floor lituff "ithout much trou!Jle . 

You can. Now let me ask you this . Have you ~ritten 
me a recommendation? 

Hov.· •s that? 

Have you written me a recommendation? 

l'lell.1 I sent one over to Uat;ill . 

Huhuh. I see . 

Well - l ast Friday I should say it was . \'/ell , !' m 
not sure about the date, it was just recently . 

Would we still have time to get it through? 

Well I t hink we would, yes . 

I mean, you s ee the President hasn't sig~d the Bill 
ye t , or does it affect tha t? 

Oh, no, we couldn' t get it in the tax Bill • 

• 
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P..'i. Jr : 

s .J .J,· : 

9: 

3. ~ . Jr : 

~ : 

'! . .1. rr : 

8: 

H .. t . Jr : 

!l: 

:i . 11 . 1r : 

~: 

q , ... 
:; , ... .Jr : 

q •-' • Jr : 

- 2 - 30J 

But - it - it would just be a floor tax f!·om nor. 
untll the first or July , ~ouldn•t it? 

No, we •d - we 1d have to have a separate Bill passed, 
putting the floor tax on any withdrawals , and of 
course the tax goes into effect on July , and we 
wouldn ' t need it after that . 

I see . 

aut the 1\ithdrav.als, between now and the first of 
February would all carry the t~o dollars , and the 
ones after , two and a 4uarter . 

Oh, I see . 

They ' d take it out a nd store it, that is !le.i<e--::ieu~­
of the distillery and store it, to save this quarter, 
and I' u1 afraid that the small fellovs v.i.ll ~;et hit 
in t he eye pr etty hard with that . 

Because they can' t do it . 

They •re no t - they don' t have t he ri nances t o pay 
the tax . 

I s ee . 

!hat is taking large amounts out. 

I see . 

The fello~s \\hO can raise th~ finance , 
ta';<e out lar~e :wounts , tout \,ould do t hat before 
July 1 , and it would incur an av.ful problec on our 
store~eeper z gaugers, and our fello\\s to handle 
the amount •hat they'd 9ant to take out. 

Huh- huh. 

You see, that ' s a pre•ty b ib saving, twen ty-five 
cents a gallon. 

Well , I should think it 'd get thew all at sixes arxl 
sevens , and I should think it 'd disturb just another 
industry . 

Yes , it - of course I think henerally they're all 
in favor of this floor tax. 

Who? 
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a.J .Jr: 

R: 

l{ .:.t .Jl' : 

U• ... 

E: 

ll . .A .J r: 

H: 

i!..!. Jr : 

u. 

": 

:- . L lr: 

- 3 -

!he breweries - I mean tbe distillers . 

They are . 
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They' have no obje~tion to it, particularly . I n fact, 
the medium sized ones are all in favor of it, and 
several of the large ones . 

I see . Well you say you have got a written 
reconunendation. 

Yes , we prepared one just a fe1. days ago . 

Rub-huh. 

Setting out t he problem, and also about ability 
to handJ.e it . 

I see: 

As I recall , ended that up with a recommendation 
that was consistent with your policy over there . 
or course, I know how they all felt abou t this 
additional -

But inasmuch as they •ve put it on, I think that a 
floor tax is pretty essential in order t o handle it 
orderly . 

o. :<. 

1es . 

I ' ll talk . Tba~~ you. 

All ri~;ht . 

Coodni~ht . 
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s. t. Jr : 

a."i. r:·': • 

}: 

'P . • . r 
Ed~ard R. 
StettiniUS : 

·~ . 1. r. : 

:r . .. r.: 
~: 

'! . i . Jr : 

ll .•. J :·: 

~ . ~ · 1! : 

~ . 

~ 
• • • • 0 

. . 
'i . l.T: : 

!:" : 

•• .. 

Hello . 

J1· . :::t.-ttini us of New York. 

Tllanlt y ou. 

<.o ahead . 

!:lcllo . 

Hello, ~ . Secretary . 

llo>. are you? 

7 .i..nt: th3.~s . 

Yay 19, 1938 . 
9:05 a . m. 

Jr . Stettlnius , I am callinb you up about cement. 

Ye.o . 

And I beli eve that your company ls interested i n 
Universal . 

Thnt •s r ight . 
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No\Y, :·.e •ve been sendln., out. uicis , under a ne\\ f orm. 

Yes . 

F .o . b . - mill. 

ri.l.,:ht . 

And \•e •ve not b aeu succ~:~s.Jfu1 i n e.Otting any t•ids in 
OhJ.o, i'.e;, t Vire;inia or New Jer~ey . 

hi.,ht • 

I would like very much if you could come down and if 
you 'd urin~ r.ith you the Preaiden t of Universal , a nd 
I ' d l l ke t o t alk auout lt , purely informal ly , s ee? 

Rit:ht . 

Not in an:t way that would embarrass you , I assure you • 

Ri~,.ht • 
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S: 

H. I .. Tt : 

•• ~ · 

:~:1 . r:·: 

.: : 
'! . .. 1.:: : 

a._ •. Jr: 

1!. ! . Tr : 

S: 

9 • ..: . Jr: 

5 : 

r_; . .. . T:- : 

q , ! . h: 

:: • .J . fr: 

~ . 

30S 
- 2 -

I ' d like to get your advi ce on it. 

Fine . Vlell , I 111 be delighted to do anything I can 
to be helpful . Now when would you suggest . 

Wel l , - co~d you come tomorrow morning? 

Tomorrow morning - yes , I - I could - I could arrange 
certainly either - t o have the President of the 
Universal office , if I can• t &et t here , I can send 
the President of the Corporation. 

Yus . V:ell , - I 1 d like t o do it at a time though, 
that you could come . 

You 1\0uld . 

Ya~ . 

'.':ell, I ' ll -

rr you can't 

be t here then, Ur . Secretary . 

Well , if - I don ' t \\ant- H it ' s t oo difficult, wl'\Y 
I can put i t over to Llonday , but I v.ould like t o get 
sort of cl eaned up if I could . 

And you wan t to approach the same purely i n an 
informal personal way at the start. 

!mtirel y . 

~ine . Now, wr~t time 1\0Uld you suggest ? 

v.ell , I can make it - I don• t know . Viould you Coote 
by train or fly? 

I ' d probably take the midnight train. 

?fell, then - uh- let ' see - nine- th11·ty say? 

Ni ue- thir t y in your oftice toworrow morning . 

Ye& . 
Floe, and if anything should happen whereby I can' t 
~et the President of the Cement Company, then I ' ll 
&et 1n touch with your Secretary . 
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Yes . If you 1d ask for either me or Wrs . Klotz. 
K-L-0-T-Z. 

!lrs . Klotz . Thank you very much. 

ThAnk you . Goodbye . 
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Oper:l tor : 

a . .J . Jr : 
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B. l . lr : 

0: 

B .. L Jr : 

0: 

H •.•• Jr : 

Rello . 

Kay 19, 19J8 . 
9 : 10 a .m. 
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~r . Young is expected at nis office i n about a hal! 
hour, and she 1 11 try and locate hi.m in the meantime . 

Thanks . And then as soon as I 1m through with my 
big ~tarr meeting, which will be around twelve 
o ' clock, I want t o talk to Jeffty O'Connor. 

All right . 

or course that's t hree hours earlier so you can't 
put in a call yet, but if he ' s not in his office , 
he s tays at the Botel Ambassador . 

Yes . 

So I would say it 'd be safe to try it most -
the minute I ' m through my meeting I 1111et you 
:<now. 

All right . 

Thank you . 

• 
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Y: 
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Y: 
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?. . . ! , Jr : 

Y. : 

!1 •. _. ;, : 

'I . : . Jr : 

1: 

~ . J . ]!' : 

"i : 

!i.!. ,,. , 

Y: 

!I . J. ,Tr: 

Y: 

Hello . 

Yes , Secretary hlor~enthau. 

H~llo, Mr . Young . 

Yes . 

tlay 19, 1938. 
9 : 31 a . m. 

I wondered whe ther you'd be willinb t o come down 
and talk to me, absolutely ln!ormally, about the 
ce•nent bids? 

Yes indeed, I ' d be very happy to . 

. 3iJ9 

Could you - would it be convenient say for you to 
be at my office at ten-thirty tomorrow morning? "'l" ·~· 

I ' d be very glad to do that . 

'Fino . 

The only poin t that I 'd like to l'aise now, and I 
hat<! to do it , is this , it so happens that I ;,ill 
not be able t o r ead any material. I huppen to be 
afflicted with a very bad eye strain. I •m v:earing 
dark glasses now, and if t here • s something to read , 
I Ulight have t o brio,; .. oweone .:lth me. 

\',el ... , b rio,; so!!leone wi t h you any,.ay , if you feel 
li.te it . 

Very ~ood . Someone rroc my o~n co~pany . 

Yes . 

I ' d be very glad to do that because I think some 
good could be accomplished . 

It ' s purely on a n i nf ormal basis . 

That ' s - that ' s ~uite sati~foctory to me. 

All right. 

I' ll be there at ten- thirty . 

And ~e •re on standard time in Washington. 

I real.ize that. 
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Ri ght . 

Thank you very much indeed . 

Goodbye . 

Goodbye . 
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GBOUP WEE'ri!fG ... ,. 19, 19.)8. 

9:30 .l. 11. 

Present: 

B.Jf.Jr: 

llr. II&& ill 
llr . Oliphant 
llr. Gaston 
llr. Baaa 

·11r. Taylor 
11r. Lochhead 
llr. Upham 
llr. White 
llr. Bell 
llr . McReynolds 
llrs. notz 

llac? 

McReynolds: (Nods "No.") I have nothing to report yet. 

H.ld.Jr: 

Bell: 

B,U.Jr: 

Bell: 

B.l.I.Jr: 

(Nods to llr. Bell. ) 

I have nothing, except that I'd like, sometime, 
to talk to you and Mac about this pay roll 
report . We have a long letter i .n here from the 
Secretary of Agriculture which has got to be 
answered. 

Well, answer it and then we 1ll talk about it. 

Beg :rour pardon. 

Do you know what the answer is? 

(Tebpbone. ) Hello. Hello. Thank you. Hello, 
llr. Young. I wondered whether you'd be willing 
to come down and talk to me absolutely informally 
about these cement bids? Could you - would it 
be convenient, say, for you to be at m:r office, 
say at ten thirty tomorrow morning? Fine. No. 
Well, bring somebody with you anyway, if you 
feel like it, but - :rea - but it would be -
it's purely on an informal basis. .Ul right. 
ADd we're on standard t1Jae !n Washington. Right . 
Goodb)'e. 

lfcRe:rnolds : 'lbat Young? 
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Ot the Lehit:h Portland Cement. Reading it throug.h 
(the letter) I have found a very significant 
statement that he puts in at the bottom here. 
He said: "In our letter of April l4 we stated 
'if the Treasury Department so desires , we will 
enter into firm contracts with the Federal Govern­
ment at a price t.o.b. mill for a definite 
quantity of cement for a specific job not requir­
ing dealer's service.' We are still prepared to 
submit such bids and sincerely hope that on further 
consideration you may make such further revision 
of t he proposals as to per mit us to submit bids 
tor your cement purchases. " 

Vlell , t hat is for a s pecific job . 
one where he kn~s t he location he 
you a basic price. 

He means 
will give 

I'm going to talk to him a ny "'ay. I've got Stettinius 
coming in at nine thirty tomorrow. I want to get 
this thing at first hand; either v:e can or we can•t, 
and if we can't we'll let t he Department of Justice 
do their work. 

I think your suggestion that a price - I think 
your suggestion for a price committee is the 
answer, because the Depa.rtment of Justice v:ould 
s ay they weren' t a purchasi ng agency. 

But in the meantime I •ve got t o buy cement. I 
want to let these fellov1s t alk and I am going 
to listen, and see r.hat t hey•ve got to say. 

llrs. Kl.otz, would you make a copy of this and then 
refer it to Yr. Oliphant for his advice . This memo­
randum from Blaisdell - to go to L!r . Oliphant. 

That idea with respect to that Inte.rdepartmental 
Price Committee, functioning something like that 
English Price Committee - is that being held in 
abeyance or jus.t dropped out of the picture? 

Only a matter of clearing it with the President. 
The iqea is all right; I am still tor the idea. 

But you' r e not pushing it along? 

That's right; I ' m concentrating everything I can 
on the r ecovery bi ll, plus this . 

(llrs. Klotz leaves . ) 
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H.M.Jr: 
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••• • • action I have on every day, and keeping 
politics out of the Treasury . I can't do every­
thing . I'm up to my neck. 

Would you like to have a memorandum commenting 
on those also'l 

What would that -what ' s t he purpose of that? 

Well, sort of observations I might get from 
Bl a isdell. 

On what lette.r s? 

On those cement letters. 

Yes . You ' ve got them, havent you? 

I can get copies of them. 

I 111 have to have it by tonight , 

That' s right . 

Bell. 

Woodring submitted to the President a brief 
memor andum on that bond sale of the Panama 
Railroad and he sends it over and says, "If 
you think it requires a.n answer, will you 
prepar e one for my signature. " It ' s just a 
memorandum along the lines of the conversati on 
you had with those gentlemen. I should think 
it might be filed. 

O. K. 

The only other thing is, do you want to set 
J une 1 for an Open Mar ket meeting? 

Just a second. (Looks at calendar.) 

It' s Wednesday . 

(Hands papers to Kr . Oliphant.) Herman, this 
is the only set I ' ve got of these . 

June one. . ... 

• 
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Bell: That's the only offering we have. 

J!,I>( ,Jr: Who does that - Cy? 

Upham: I ' 11 be glad to. 

H.M.Jr: Open Market, eleven o ' clock, June one. 

Upham: (Nods "Yes . ") 

Bell: Tre t' s all. 

!I.:I.Jr: (Points to Mr. Upham. ) 

Upham: I have nothi.ng. 

H.U.Jr: You haven ' t? I thought today was the day for 
a report on marketability . 

Upbam: Which report do you refer to now? 

R.M.Jr: The nine-thirty group - morning . 

Upham: Well, I was afraid to teke sides on that 
within tbe nine-thirty group because it might 
impair my impartiality in the other group. 
That lets me out - ask the others. 

Gaston: Obvio~sly Cy needs another job; he's got to 
have two personalities . 

Bell: Apparently there is a split. 

Upham: We had a meeting yesterday morning - llr . 
Oliphant, Mr. Taylor, Kr. White, Kr. Haas, 
and I, and do I understand that you (Oliphant) 
were just handing in the majority report? 

Oliphant : I just gave you a copy of the memo of the 
proposed regulations . 

Upham: We discussed that and didn't get any agreement 
on it, I think, but since there wasn' t any 
Chairman of the Committee •••• 

H .~I. Jr: Well, let me read this out loud. 

Upham: I don't know who the majority ere. 
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"Responding to the request tor co111111ent on the 
proper definition of •marketable' aa a limita­
tion on the type or 'investment securities• in 
which national ba.nks may invest, as the t erm 
•marketable ' is used in the seventh paragr aph of 
u. s. c., Title 121 Section 24, a fair construc­
tion of this language would warrant giving to 
the term •marketable• its ordinary and usual 
meaning, as there is no evidence of a legisla­
tive purpose to limit the term •ma.rketable ' 
to any narrower technical meaning. " 

(Silently reading memo. ) 

Then he gives a draft of the regulations. 

That ' s right. 

~VIall , what I'm going to have to do is, I'm 
going to t a.ke this, and your group is going to 
have it. 

Yes , indeed. 

Ylhen, on this question of marketability? 

The Comptroller, Gus Folger at least, has 
already revised it, but as I explained to you 
yesterday, the Federal Reserve Board can't 
make their recommendation until after their 
meeting on Monday, if then. 

Now, they will clear it ~onday or won•t clear 
it? 

Well , I should think it would take them a couple 
weeks to discuss it anyway. 

All right. What about Leo on this question? 

I don' t think they will have any particular 
contribution to make . They are not interested; 
they are not governed by it . 

Sometime TUesday or Wednesday I am going to ta.ke 
a halt a day and take everything we •ve got. 

Ot course, this Federal Advisory Council also 
took this . 
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Upham: 
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Upham: 
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.Upham: 
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Upham: 
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We'll forget that. But sometime I'll just take 

a hall' day am you give 111e the stuff' that you •ve 

collected. You hang on to this (memoran:ium) , in 

the meantille . 

I have copies of' that. 

You take it, ani we'll decide all that. The 

thing Mr. Mc!Cee' s worrying about - Mr. Kc!Cee 

needn't worry about t here being a story, because 

t he story is that the Federal Reserve won't 

cooperate. It McKee' s worrying, there will be 

a mouse coming out ot the mountain. The Federal 

Reserve refuses to cooperate because they think 

by doing that, they can get legislation. •o 

trouble 1n having a perfectly good front page 
story. 

Well, lilY" mind is made up on this . 

Well , would you - I - well , you think we can 
change the thing? 

Yes. 

We can change it? 

I think we can make some changes. 

That will make it possible to get some of these 

smaller issues. 

Yes, some of them. Most of' them not; I think 
most of them are not proper bank investments. 

Well , anyway, along about Tuesday or Wednesday 

we'll clean up all this business - the group we 

had down here, ani everything else - we'll clean 

it all up, and go to town on it. I haven't bad 

the time necessary to make up DIY own mini. I 
think i t 's extremely stupid, and it they don ' t 

come across with the report of the Advisory 

Committee, I•ll ask them for it, but I think 

they will volunteer it. 

I hope so. 

Harry. 
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White : Ther e ' s a bill that came to =r att ention -
oh, Sweeney , f rom Ohio, I think - on the silver 
i ssue, Section 689. I am merely mentioning 
it because - it' s being followed i n routine 
fashion, isn' t it? There is a routine to take 
care of that, isn1t there, Herman? 

Oliphant: 

White: 

Oliphant : 

Taylor: 

Legislation goes through the Rill, for report , 
f inally going to White , then goes to Taylor. 

What does , the bill or the comment? 

The comment. 

Th:lt is , if the Committee asks for a report . 

UcReynolds: The Co~ittee will ask for a report. 

!l.>t. Jr: Does that answer your ~uestion? 

White: Yes ; I just wanted to make sure somebody is 
following it. 

Oliphant: Yes - for some time . 

R.!l. Jr: (Nods to llr . Lochhead . ) 

317 

Lochhead : Sweden is starting in to pack a Swedish schedule 
on the gold to the Uni ted States, shipping 
about f our million dollars every week on the 
Swedish boats as it is made available . The 
gold is in London; they ship it to Sweden and 
t hen to here . They will have seventy-five mil­
lion all together . 

H. li.Jr: HoY/ much? 

Lochhead: They talk about a total of seventy-five . They' ve 
bought ten million dollars from us, so there will 
be shipments of about sixty-five more . 

The bond market is inclined to be a little 
firmer again - the Government bond market . 
They made a bid on bonds we have !or sale . 

R .:~ .Jr : They're getting nice prices on t hose bonds, ar en't 
t hey? 

Bell: I haven' t been. 
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Top prices . 

One or six and three years . 

Hold them right there. Now, berore I get to 
Taylor, what is the situation, now on this 
so-called Liberty Bond bill. Bell, Taylor, 
and Oliphant on that. 

Yes , this is - Kr . Hester discussed it with 
llr . Bell and the thing which lLr . Hester 
planned yesterday to do has Mr . Bell' s 
approval, and I think Taylor - he talked to 
me on the telephone - got me yesterday after­
noon, Hester did, and I said that if I were 
doing it, and it was necessary to accept that 
amendment , which is to raise the bond limit 
to t hirty billion, that I would do it. 

It's o. K. by me . I think that r eport ' s got 
enough flexibility to get by next year, 

Does - what I'd like, as long as everybody is 
in agreement on that, tell Hester to do a 

little trading, to see if he can get it through 

without any amendment, if he can. He's 1n 

the trenches, and these are his secret orders , 
if he can't get anything better . 

That will be taken up today . Harrison, after 
talking to you, was talking to ••• •• 

Brov.'ll. 

•• ••• Brown. It ' s to be t aken up today. 

The only thing - tell Hester - I mean, I talked 

yesterday - he ' s dealing direct with Brown, 
without talking to Harrison - it most likely 
would have gotten Harrison sore . Yesterday 
when he was here he was going Just to clear 
it with Brown. Seems to be a litt le crossing 

there. 

Brown' s amendment was on the first section 
rather than on the last section, and after 
Harrison talked with you and me, he had -Brown 
called me and I explained to Brown his aaend­
mcnt was in the wrong place, and he is perfectly 

agreeable to accept this amendment, if you want 

to approve it . 
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I'd like to get it without anything. 

Yes . Now Hester says Borah is going to insist 
on an amendment; he ' s going to insist on it. 

Pardon me . 

Bell: Hester says Borah is going to insist on an 
amendment . He's got one or his own, b~t he 
will accept Brown' s amendment . 

Oliphant: 

H. I&.Jr: 

Taylor: 

B.N.Jr: 

Taylor: 

H.:&.Jr: 

Taylor : 

White: 

H.U.Jr: 

White: 

He made it clear to me, it was in no sense 
receding. What he was doing when he was talk­
ing to you - he was trying to reflect the 
seriousness or the legislation situation, which, 
he says, we can't sense unless we are right 
there all the time. Borah does mean to go"to 
town on his amendment U' we can't get this . 

I say, take this ir we have to. 

Wayne. 

There ••... 

You come right after this meeting. 

There was one thing I was interested in, which 
I saw in the papers, which was aparently Roper's 
Advisory Council has made a report on various 
things, and that Ill' · Delano is working on the 
housing thing. I just wondered 1r that •• •• • 

Well, Kr . Delano also sa)'ll - tus is the t i me 
we ought to get on board and help Delano, but 
Delano, in the National Resources Coaaittee -
they are Just all over the lot - they ' r e 
writing a report on the Treasu.ry activities ror 
the League of Nations, and • •• • . • 

We had an answer to that. 

That's what it looks like. 

No, but they are - Viner told me a couple months 

ago to watch the thing, but •••• • 

They cover a lot of terri t ory. 
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They are setting up a fiscal Interdepartlllental 
Committee, of which the National Resources 
should be a melllber . 

The idea is good, I think, is iJXI.icated by the 
fact it's quite along the lines of your ideas. 
The onl.J' thing, your idea is more practicable, 
and preceded it. 

I told Mr . Delano i t ' s a swell idea. 

I don't think you can push that too far. One 
horse is gone - there are a lot of other horses 
in the stable, and that's one of the things 
you have in mind. 

They are not horses ; they are geldings. 

I think if we don• t hurry on with the studding 
we are not going to have any colts. 

Well, anyway, I still think the Nationsl Re­
sources are still all over the lot. It1 s 
all right with me. 

I think Wr . Delano is doing this job as Chairman 
of that housing committee. 

I see . After Wr. - what's his name - comes to 
work for us ••• •• . 

320 

McReynolds: Blaisdell • 

H.:.I.Jr: 

Baas : 

White : 

H. 1.1 , Jr : 

Whi te: 

H.l.I . Jr: 

Taylor : 

B.U.Jr: 

•••• • they won't be doing quite so much. 

That is one way of hand.ling it. 

Lots or f i sh in t he sea . 

Who else have they got? 

Gordon Dean, and several others . · 

Anything else? 

No. 

George, here are two a e110raDda1 one f r om you 
and one from White, in connecti on with f ood, 
see, and I want this thing - now on this question, 
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White ' s written an excellent memorandum. The 
way I want to approach this thing, it' the 
wheat surplus is a hundred fifty million, see; 
I want a plan which will take care of all of 
it - not in pi eces . I want an excellent plan. 
Now White's given us one suagestion, which is 
a good one. I want to tie in the question of -
someone said that he thought the maximum 
additional wheat that could be consumed was 
twenty-five million bushel s , see? If we can 
get a plan which will add up to a hundred 
fit'ty million bushels - and Bill llyers is 
accepting that challenge, a.nd ha 1 s working out 
a plan. 

I ' m having lunch with him. 

A hundred fifty million bushels, and of course, 
1f Blaisdell is coming Ylith us he'll be on that, 
and you, as economic advisor to the London 
Wheat Conference •••• • 

They got nowhere . 

But I want - I ' d like it, see, and that doesn ' t 
only have to mean wheat, but I think wheat i s 
as good a thing to start with as any-thing . I 
wish you'd be thinking about it. I 1ve thought 
or the possibility of asking Ed Babcock to come 
down for a week and work on that. 

I think it would be very good. 

I' 11 be glad to tell you what t hey did w1 th the 
baby pigs, George. 

Incidentally, there is a very good report 
being put up by the National Resources Committee . 
It's an excellent report. 

That's the lady ••••• 

Who's the lady? 

Meland. 

Hoaae econollics - very good person. The President 
quoted 1n that monopoly message - quoted some 
of the figures from that report. 
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But don' t rorget this wheat thing . 

I'll go right to work on it. 

He won' t rorget it 1r Babcock gets here . 

Dr . Colli.M and some or his associates -
he ' s one or Parran's men - come over to see 
me and I don' t know i f I gave them a bum 
steer or not . He bad worked out something - he 
thought in a month's time he could get 
together something . I told him to get together 
s omething in a couple days . 

Everything of that kind, I am shoving at you. 

The other thing is, you are seeing this st eel 
man tomorrow. The report is all done except 
waiting for a rew signatures . 

I ' d rather - I told him it ' s only going to be 
cement, and I want to stick strictly to cement. 
They control it . I asked him, "Do you have a 
substantial interest in Univer sal Cement?" He 
said they did have, and I asked him if he knew 
about it, and he said, "I know all about it.• 
I'd much rather wait - not mix t he two things 
up. I don' t want to have him think that this 
is just cement - just a smoke screen - and 
have him come down and t alk about something 
else . 

That's right. Lubin mentioned to me, when you 
get on the steel, that is the man you see, 
very inrormally. 

He dropped everything to come down tomorrow. 

That's all I have. 

Herbert. 

On that - I didn' t touch Chicago on that report 
I gave you last night. It was on Cleveland. 
or course, the Chicago situation bas become 
very acute. Kaybe you ' d like to have something 
additional on Chicago. 

Yea. Did you see any of those aen yesterday? 
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I wasn' t able to get ahold or Riley. I talked 
to Friendly 1 of the News 1 and tel ked to h1lll 
over the telephone, and ne promised to come 
over. I sent h1lll Eddie Bartelt ' s Chicago speech 
and gave h1lll some figures and talked to h1lll 
generally over the phone. He said he would 

·come over later, but he wasn' t in yesterday. 
I was thinking it might be a good idea to try 
to get the Skripps-Howard people interested 
in sending a good man out to the Coast and 
making an on-the-groum dispassionate study 
or the Los Angeles plan. 

All right. Fine. 

I'll talk to Parker about it . 

Anything else? 

That's all? 

Would you just come here a minute, Kr. Gaston, 
and do something for me . 

(H.M.Jr. and Kr. Gaston hold side conversation.) 

B.u •. rr: (Nods to Kr. Oliphant. ) 

Oliphant : I saw Jim Farley yesterday; all right . You 
may have noticed in the paper t hat the steel 
company is taking an a ppeal from an ol d Federal 
Trade Commission order . 

B.!l •. rr: 

Oliphant: 

R.M.Jr: 

Yea h. What's the sign11'icance of that? 

It has two situations. The immediate occasion 
for it is the passage of recent legislation 
requiring an appeal within a l1m.ited time, and 
if they didn't appeal the last or this .onth 
they could never appeal, but the fact they do 
think it' s worth while appealing indicates 
they are getting busy on the whole problem 
again. It's tied up with the Federal Trade 
Commission action against the cement companies 
which is now pending. 

(over telephone. ) Hello. Thank you. 

Well, we'll see; I see . AnYthing else? 
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Oliphant: 

H.!4.Jr: 

L!agill: 

Whi t o: 

R. ll.Jr: 

!!Lgill: 

:· 324 
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No. 

Ros, here •s an invitation from the American 
Bar to send somebody out in Cleveland on the 
Federal tax question on July 26 . It•s not 
quite as good as a trip to Canada, but maybe 
somebody would like to go. Will you ta.l<e care 
of it . 

(Nods "Yes . ") 

There are a few memoranda you sent to George 
and me. Miss Chauncey said you ought to see 
us . 

Now- you have anything, Ros? 

Yes. I had word yesterday that the Ways and 
Ueans Committee is having a meeting this morn­
ing at eleven o •clock on the sub j ect of a 
floor stock tax to accompany this increase in 
tax on distilled spirits, which goes into 
effect on July 1 . They had a session on it 
some time ago, on a proposed concurrent 
resolution to put this floor stock tax into 
the tax bill. That failed for some reason or 
another . Now they want - what they are con­
sidering is whether or not, I understand, they 
should go ahead with a resolution which bas 
been introduced, to put on a floor stock tax 
as a separate thing, as a separate statute . I . 
have been in communication with Mr. Helvering, 
Yr. Berkshire, and Mr . Graves on the sub ject 
and I have a memorandum from ur . Helvering, 
the net of which is that we have always had 
floor stock taxes befor e when similar increases 
of tax on distilled spirits have come up, and 
it presents no unusual administrative difficulties, 
and, therefore, he thinks that it 1s all right, 
since there is apparent gain i .n revenue of some­
where between three ~lion seven hundred fifty 
thousand dollars, and fourteen million seven 
hundred fifty thousand dollars, in his view. 

You recall we wrote Mr. Doughton with respect 
to the old concurrent resolution and we thought 
that if he is involved with matters of - we 
might get his expressed opinion on the bill. 
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H. ll • .Tr: 

llagill: 

H.M.Jr: 

llagill: 

H.M • .Tr : 

llagill: 

H. ~t • .rr: 

llagill: 

H.K,Jr: 
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In view of Belverinc'a statement, and Berkshire, I 
II&Y say, feels tbe aaae way, and ao does Graves, 
I &II inclined to say to the COIIIIllttee that we 
still regard it as a aatter of legislative 
policy as to whether they are going to do i t 
or not, but that the information that we have 
assembled from our own people would not present 
aoy unusual administrative difficulties, and 
would yield this amount of money, and is some­
thing which has heretofore been done. 

Well, you have studied it; I haven' t . I'm 
going to abide by what you people say. 

It's a very contused affair. I mean, there's 
all sorts of cross currents with respect to it 
that haven't anything to do with taxes. On 
the tax side, I think the consideration is 
one ••••• 

You are going to present this yourself? 

I don't want to, but I suppose I 'd better. 

When do they meet? 

Eleven o ' clock. You think I 1d better? 

I think you'd better. What else? 

(Nods •Nothing.•) 

All right. 

Now, Mr. Taylor - long patient Mr. Taylor. 

• 
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TOo Secret&ry Uorgonthau 
FROlJ I J.lr • G&at CD 

SUSJBCTo Chicago relief. 

327 

J.l&y 19, 1938. 

·~ 
---

!'he relief al.tuation or Chicago 1a quite al..Ular to that 
or Clonlmd, except that the State ot Illinoil h cuch mre . .;..,. .... ..,· _..; 
liberal in i te relief prorldQil.l then h the State or Ohio. ZE-1 • 

The Chicago Reller jdml nhtretion ooaaed io.uing direct 
relief checka at the cloae of tho day yaatorday, ~ 18th, tor 
the ruaon that the city relief tuma for the year have been eac­
hautted and no 100ro money will be available from tho State uJ:Jtil 
Juno 1. There are 9:3,000 oaeoa {fomilioa} 011 the C.R.A. rolla. 
A factor of a 1e used in eatime.ting tho number c1' peraone .. pportod, 
1lh lob giTes a total of 279,000 individuala. or the 9:3 ,000 ra.u­
lios, 69,000 got their rel1ot oheoka, on m average or about ISO 
to the t..Uly. The checka were iaoued alphebetioally because of 
tho hope of tile Relief Ad.ulliatration thet IQI:le way would bo found 
to toke oo.re or &ll of then, &lthoug)\ the money we.a not thoc in 
ait;ht. l"int.lly, with tho entiro tum e:a:hauated, plua a deficit 
ot ~1,400,000 to be covered by JW» p&)'MDt trca tlw State Relief 
Cca:iaaion and no 110re t.>ediately in aig)\t, tho City Relief Cca­
.Uaaion atopped iaeuing clwoka and rocluoed ita p~oll ot .,ployeea 
trOD 1, 600 to 400. The oeaea which recei'fed cbeoka -re tr<a "A" 
to "!!eo" in o.lphabotic&l order. 

ac ... rnor Romer haa called a apeoial aeuion ot t ile Legia-
lature to ... t tcaorr.,, Friday. Be will aak tor an additional 
State relief appropri&tion of tour and ono-helt million, to be ox­
ponded &t " rate not t o oxooocl 1600,000 IIODthly. It 11 tbe bopo 
in Chio..go that the relief c.-iaaion al.g)\t .. tbori&e payillg the 
entire additional 1600,000 " IIIODtb to Ohio&go. There ia .. rtoua 
doubt &bout thi a poaaibility ainoe d0Wll-8t&te oitiaa are reported 
to be in deaporate atraita and there 11 certain to be a bettle 
be~on city cd ci0W11-8tate repreaentati'fea oYer the allocation ot 
my additional r eliet tunda to ba appropriated. The ctire t 600 ,000 
a IIOlltb 111>ulcl by no •ana cover Chica,o• a noode &t tho preaent rate. 
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fbt Chicaco a.uet *"min' lrtn.tiOil baa been apend1Jl& 111. :reoeut 
110ntluo at tb& rate o t aPFon.&tely a. al.llion 111d a b&lt a. -tb 
in addition to tb& IIIProzia&tely tl,llOO,OOO which b&a been re­
oeind -'=hlT trca the lt&teJ tlwa Mlc1ng a tot&l current direct 
:rel"-f expenditun 1D. Chioo.co ot a.ppl'Olda&tely t a,.oo, ooo a. aonth. 
f hia 1a &t t'he rate ot about t a £.110 per oeae per IIOilth, or &bout 
t12.4f per pa raon per aonth, or a bout q; per peraOil par dq. Put 
on a ..,.ekly b&aia it 1a about t z., per 1Dd1?1dual. per -11:. 

f he oity ha.d &Tt.ilo.hle tor reliat purpo .. a duri.D.g tb& ,.ar 
approzilo&tely t 5 , &oo, OOO, der1wd trca a apec>ial realty tu: ot 
SOl 011 $100. It be- apparent et.rl)' ill the ,ear th&t thia 
wollld not be w.ttic>ient, ooupled ritb tb& lt&te'a gnnte, to •et 
tbe tlall relief lo&d, It wu decided, b.ownr, to go &hM4 Oil 
the baaia ot a.deq,.te rellet oue with tbe apec>t&t1on ot tsnr!S ng 
ICDe other re1ouroe. fhia aon.y h u bee c>c.pletely exheueted 
with the partial relief po.~a aade tor~ and the June St&te 
pt.)'llllllt h&a bee Ultic>ipated, St&te reliet ren,.... d11buraecl b)' 
the Illi.D.oia Blloergenoy lleliet Ccaaildon 11 t1D.&nc>ed b)' the 1al .. 
tu ot a; on ea.oh dollar. Aaong the aeuurea propoaed b)' t be 
Governor 11 one to enl&rp the ranp ot c>caaoditiea c>Onred b)' the 
a; tu. 

The ait .. tion w1tb reape c>t to the U , OOO t•1liea ,.,., haft 
not reoaind relief chec>lta tor ~ 1a thiaa f he)' a.ra d~g 
1cae tood auppl1e1 trca tb& Feder&l 8urplu1 C-..ditiel Corporo.t101l, 
fhe1e a.re bei.D.g ra.t i oDIHI.. A 100nth' 1 quota. t o a to.al.ly ot tour i .e 
two poocde ot dry be&n~ , tov.r poocdl ot butter, t....ln pow>ie ot 
cabbap, eigllt at&llta ot oel ery, thirty pov.ndl ot crmpa, and t.... 
pov.nda ot r ioa. In ad41t1on & l1a1 teet aupply ot al.llt 1a bei"' 1'=­
niahed b)' tb& Aeaooiation ot Kl.llt De&lera ot Chioo.&<> 011 tbe expeota.­
tion ot ultia&te rep~ bT the oity, 

All umaae« otticer ot the 'I'Pf. 1e quoted &a b&TiJII a aid tht.t 
d.ireot relief 1a •a. purely localaa.tter, • Lto II. ~. Chioaco 
Relief A"miniatra.tor • •"l'• tb&t II& Ia • c>ertitiec! botwen a , &oo .,d 
4 ,000 acldit101:1&1 ....,.. ot e..-lO)'&blea to the 11PA ottioaa. 

Orr;an1aat1on ot relief c>Uento ho.a a.ppeo.rad 1D. Chioo.sc> &a 

in Clevelel1d. fhe Illinoia Workera Allimc>e 1a a c>t1n. 81noa 
the ouapauion ot the iaauance ot reliat oheolta piolteta ban ap• 
peo.red at 't'Vioue relief at&t10111 bearing banl1era and t....llt)' piolteta 
occupied 0110 ot tice on tb& Weot Side W1 th tb& t.XI>OUDD-Ilt tbat tb&T 
would It&)' Ulltil rellet p~ta ..,.re reiUIIOcl. 

li&)'Or lelq ~ tb&t bo. hu a - propwa ot "po.111leae 
t&xo.tion• , 110t a. o1~• tu:, to bo preaeuted to tbe Lteialat..re, 
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!» Obioqo D&117 len ot 'fue4q ba4 • e41tor1al •­
titled "fbt WPA. I.unzT'. 1D wb.ioll it wu ••"n.d tbt.t tbt e&.ooo 
nplo:yablee 021 tbt WPA. roUe ooW.4 be •• wll oa.Nd tor by 41reot 
"lief at le .. then halt the ooet. It OCIIIOlllded ~fhe CJonrll)r 
or Ill inob aDd tbo lla,yor ot Cbioaco ••oa1Dcl7 wo11l4 •-r op.ce 
1n a t at11011e "aroh tor ' painla .. · taxee• tbtD adait tbe errore ot 
t bti r D&ticmal leader by deMZI4in& trca hSa Ul odeqaate eb.are tor 
d1reot relief ot tbt oaeh whloll tbt State hu paid into tbt tederal 
trea1ury.• 

-oOo--

• 
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fl:DERAL SURPlUS COMMODITIES CORPORATION 
till D aT fltEE T N W . 

WASHINGTON 
. . .;. o. ~.k<.•..,""" 

llq 19, 1938· 

April l, 1938 to Ka7 19, 1938, Inclual ••· 

Ccanodltr Cllieago Cln elac4 Toledo Detroit !!.!!!!· 

Pot atoes, lbs. l , 720,000 252 ,000 

Potuo nour, lbe • . 200 ,000 

Rice, l ba. 1,080,000 )00, 000 240,000 800, 000 240 ,000 

Stano, lbs. 300,000 350, 000 200,000 100, 000 50 ,000 

l'eu (Can e) 4.320 ,000 48,000 48,000 

Pru.lea, lbe . 96o,OOO )00,000 180,000 36o,ooo 120, 000 

But ter, lba . 500,000 26o, OOO 126,000 441,6oo 6o ,ooo 

Cabbage, lba. 1 ,992,000 432,000 336,000 720,000 120,000 

O-.sea, Bo:ree 31,500 15,'}08 9,240 1 ,080,000 36o, OOO 

Cthry, Crates. 6,290 1, 850 1,110 

Dry Skim 111111: ,1ba. )20,000 16o, OOO 

Applee,Freah,1ba. 624, 000 264,000 1, 728,000 216,000 

In additi oc t o ebipaente &lread7 .ade d1• ere1one to these pointe 
ot s llll.ler e011Ao41tlee in traneit elenbeH are UDder -:r wllicb will insure 

tbt M int8ll411C8 or t oo4 inTentoriee, 

Sbip~ante ot wheat t 1our t o ~icago, ClenlBild and '!o1edo a... 1D 

tr&neit, with aot ual deli•er iea due t bi e weelt. 

Addi UOD&l ebi,l8ellte or 417 elda at lit to all pointe will be .,.d• 

'lritbin two ween. 

f~.W~ 
7. R. Wilcox, 
Vice Pree14ent . 
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Secretaey llor &entbau ....,. 19, 1938 

Tbom.s C. Blaiadell, Jr.-/ ( l'3 
Discussion on cement prices 

For tbe back o£ you:r bead: 

1. The discussioo aboulA not tum on tbe apeci!'ic instance 

of tbe reruaal b;y tbe a.all aroup of coapeniea to bid on a ...U. 
quantit;y of cement involved in this particula.r case, but rather 

on tbe bronder basis of tbe illlplications of tbe refusal by tbe 

coapanies to sell tbe govenuoent except on terms dictated by tbe 

ceunt industry. 

2 . It will be illposaible to avoid aoae diaeuaaioo o£ price 

of ceiSIIJllt. 

). But tbe price discussion should not turn on eq specific 

price . • 

4· The gov~t does not know to wbat level prices o£ 
ceJDent ahould be reduoed but is convinced tbat a sizable reductiCD 

is in order. 

s. The aonrn8Ct does feel. tbat tbe present general level 

ot ceo>ent prices is UDder Miler' a ccotrol. 

6 . The ael.ler ' s CCI1 trol ia est&bliahed tbrougb tbe use o£ 

tbe liiUltiple-baaing-point qat. and related practices of priein& 
by f ormula. 

7. It baa la1& baeD tbe practice in tbe c-t industry to 
quote •net 1l1ll prices• J tilwl n•atngly prices are ..ole f .o.b. tbe 

alll . Howner, u lCDg u tbe point of delivery 1a at&ted an4 tbe 

fonoula for coaput.tq prices known, tbe delivered price will be 

the S&JDe for all sellers irrespective of tbe quoted "Get 1l1ll price• • 

8. The arau->t tbat a ....u.rtcatiOil in pricin& Mthodll will 

affect tbe atockboldera o£ tbe o.-paniea adverael;r reate Oil tbe 

&IBU8ptioo tbat atoekboldera are entitled to tbe benatit& of 
01101lopo},y• CCDtrol. 
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9. It ia possible that the &ri!\IMilt will be ll&de that 

prices quoted oa the basta ot the basins point ayateao are 
•c0111p8titive•. 8010eTer, tbq are eoorpetitiYe oa the ,Hm! 
dictated !!z the seller • Tbia is not competition a a the te= is 

generally ueed. 

10. The argu11e11t that the dealer• a sernce built up by the 

c~t coapaAiea 1I'OUl.d be deatro,-ed will not bold water in rl"" 

of the tact that until 193S all gonnuoent purchases were Mde 
direct from manufacturers, and only by •aa:reement• as regards liPA 

purchases waa thl.a section of the goverDJ~ent business handled 
through dealers channels. F\l.rthermore all inrltatione are tor 

carload lots of Ctllllent and no deeler a~nice is required . 

U. The govern~~ent ' a 1•ediate intareat in the 110dificat1on 
of the pricing ayatea reate on the tact that the goYernJieDt is 

spending large 8\1118 of _,ey tor recovery, and the very expcnd1 ture 

b)' the government under present pricing metbods in the cement 

l.ndustcy tends to bold price levels which must be adjuated 1f 

recovery i s to come about. 

12. Profits in the induetey will depend prUarily on the 

ocbieveJDeDt of volUIIe production since coste of production ere 
de t<>rmined 1110re by the volume of operations than by tm;f other 
factor. 
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...:RAli1QI or 'DlK DA!' S AOTIVITIIS 

... ,. 19, 19~ 

To: 

Proc: Mr . Maa1ll 

1. 

1 
~: Grafts called to remind • tbat JOU bad ulced e 

~lr . He .,.r....., to gift JOU hie vie .. on the eetablieh!Mnt or the• 
IIDito earlier th1a •el<. Do 7"" •nt to dieouea tbe queeUon with 
Gre·res or ,.. turther be t ore 7'0U • .,. CCI:IIiaa1oner l!.elftri.Jig? ~ 

2. Liquor tloar ~ 

'l'be Wqe and !Ileana CCll!lllittee Mt ill e:nouUft •eaion 
this morn1118 to detel'lll1ne ather to hold bee.ringa on a joint ruo­
luti on propoei.Ds a 25- floor ~ on diaUlled ~ih ill the huda 
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... 

or rataUera, noleealere and dieUllera on 1Ul7 let, wllen the 25~ 
1Doreue 1D the tax on d1ai1lled ep1r1te goee into etteot, RerereDH 

•• -dot to Jour leiter to Ill'. Dough ton on llle7 6th , rep.rdiDg the 

concurrent reeo1ut1on tor the - pu:rpoee, ill aioh 70" had e:r;prae•d 
the view that 7"" reprdad the qu .. uon u one ot legielltive pol1o7'. 
I told tbt o.-utae that tbt 'rrea8Ul'J' no~l.l:r tool< tbe poe1Uon 

that the u.poeit1on or e:mi• - on particular oOIIIIIOdiUee •• one 
tor tbe ooucr-.. to 4eoidot. 'l'h• taoh ill th1e .... are that the 
propoaed ~ had ~ heretofore _,. ~ wt.D tbt tax Oil 

41et1lled epirite ._. iDareu..t . The c-J. .. i.,..r reported tll&t DO 

IIDII8\al. adaiDietraUft 41ttioult:r would be oaueed b7 the tax. We 

oatU.te that tbe tax will J'iel4 net additional reftnue or $}1- to 
$~ 1111111one. liD&llT the 111poeit1on ot the tax •••4 to be daeireble 

1n racWtatl..ns the orderlT a.r1<et1ns ot liq1K>r under the ciroiiiUtanou 
or t he propoeed 1Dareaea. 

llleabere or 1he 0-.tttae d1eoUH8d the r:ropoal witll a good 

4 .. 1 or heat. Mr. cooper aid he thciUght there _. - lba.g undotr 
the chip• but he badD' t :ret been able to find the bu&• He rather 
thOUght , howftr , that the propoal •• • dartoe tor poee1Dg on to tbe 
retaUere tbt tax 1nore.... 11r. Puller otrongl:r oppoeed the floor 
tex. liufta. Bgoebne and ~em •-4 to tavcr U. 'l'be C<mlittu 

t1nall:r 't'Otad 10 to 6 to hold a one daJ »ar1ns on tho reeolat101l nen 

·~·de,.. ~ 

~ ~~ ~L44 "'f"' ~ ~ . 
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TREASURY DEPARTMENT 

IHTD OPP'Ic:a COMMU NICAT10N 

DAn May 1~, 19}8 

..... 
Seoretar~nthau 

l!r, Ha7;:.J ll{A 
.. 

Attached 1s a memorandum pre~ared by U1ss Lonigan in 
'hi ch, among other things , the W?A figures on general rel1et 
are cocroared •ith t hose ot the Social Security Board, and the 
di fferences bet•een the t•o sets ot figures sho"'' in a separate 
column. 

While !.Ues Lonigan has indicated at the top ot the res­
~ective columns that the WPA figure s apoly to the highest •eek 
i~ the month and that the Social Security figures are figures 
ror the entire month, I •anted to make sure that it did not 
escape your attention tbat the t•o sets ot figures are compiled 
on s d1tterent basis. For this reason it •ould only be 
accidental if the two sets or figures •ere identical, 

A more de t ailed explanation or the t wo series or figures 
is as follows : 

1. The Social Security Board fi gures reoresent the 
number or cases receiving general relief monthly, 
• h1ch includes all those who receive rel1e! at 
any time d•.ll'ing the month. It a pers on receives 
rel1et tor one week, t•o weeks, three or ~ore ~eeks , 

he would be reported. 

2. The WPA !1gures represent the number ot cases 
receiving rel1et during the highest •eek 1n each 
month. 
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!o: '!'he Secretal'1 

rrom: Min Lon1ganf~ 

Miss Wyckoff checked thie morning' s WPA figures on 

general relief with those of the Social Security Board. 

There were minor discrepancies, in man;, of which WPA we.s 

higher. 

I n Detroit t here was a Yery large discrepancy. 

Number of cases securing general relief 

Detroit (Wayne County) 

WPA Social Variation 
(Highest 8ecuri t~ in 

week) (month WPA 

!.ill 
October 16,428 12,030 + 1, 398 
November 16,478 1 ,008 + ~ December 23, 18 25,826 2, 

!m 
J&nU&1'1 ~0,792 1!9,890 - 19,098 
Pebru&l'7 ~:5~ 68,0I6 -~.506 
Karch I4,9 - ,200 
April 44,l56 7 ,288* - 2,632 
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*Detroit only. '!'he decline in April •was due to increase 
in WPA quotas, not to any betterment in economic conditione. 

The Social Security Board telephoned to Detroit and 

verified their figures . 

• •••• 
The Social 8ecuri ty Board after d1fficultiu lasting 

over a year made a defin1 te agreeaent in wr1 t1ng w1 th WPA 

that all relief atat1st1cs tro• state and local ~et or 

welfare agencies would be collected eolely by Social Security 
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Bo&rd. 
33~ 

fhie agreeaent was t1nal17 won b;r looia1 Securit;r 

Board only because or the t act that the Board h&d con­

tinuing adll1n1atrati Te contact w1 th state and loca1 agencies 

under their progra~~, and WPA had no adllinietratiYe contact 

with relief agencies whateYer. WPA duplicated the work tor 

many months without properly trained people. 

At Chriet11111s tiae WPA started once more haYing t heir 

state and local administrators collect duplicate relief 

figures direct from localities. Social Security Board 

i s now receiYing complaints rrom the state agencies. 

Social Security Board has been teying tor more than 

a ye&r to get s011e kind or support within the Adlllin1stra­

t1on to continue a high-grade pieoe or work which 'IIPA il 

conet&ntly teying to sabotage. It il their belief that 

they cannot get suoh support, and their certain knowledge 

f r om bitter experie nce that the;r eurel7 will get hidden 

reprisals rrom WPA, that hae led them to a policy or 

s i lence. As they knew, they had no possible way ot de­

tending themeelYu. 

Kay I again suggest that ;rou might wilh to aak the 

President to direct all requests t or relief intor~~&tion 

to Social Seour1 t;r .Board, ae the sole author! ty on relief 

figures, b;r nrtue both or their adainietratiYe polition 

and ot the high quality or their technical work, 
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• 
.., 19. 1938 

The President said that he had a pretty confidential 
cable l ast night troa 'a.ll.litt and Wilson, the Ambassador 
to Germany, and after a two day conference they agreed that 
they are both positive that between now and the 15th or . 
August there will be a war in Europe; that Ger~W17 is goinc 
to make some move. 
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Opar~tor : 

H • .! . rr: 
3. ;; . 
&1~C<JCK : 

:l . • . rr : 

3 : 

:1...:. Tr : 

6 : 

H • .l . Jr : 

5 : 

r: . :. rr : 

'" 
" . 4 • Jr : 

B •. J . Jr : 

Go ahead . 

Hello . 

Rello , Hello, He nry . 

Hullo, Ed? 

Ye:; . How are you? 

Ho1 are you? 

Good , blad t o hear from you . 

Ed . 

Yes . 

llay 19, 1938. 
10: 47 a. •o . 

I ' ll tell you what I 'm working on t he l a st week 
01 so , telling you thi:> in strict coni'idence, 
l 1 ve been t aking a look at these various surplus 
crops that we 're going to have this season , 
starting with wheat, you see? 

Yes . 
million 
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And they estimate a hundred and fifty/ bushels s urplus 
a nd they are all 1\0rried and flustered , and they ' re 
talking about a processi ng tax, and all that s or t or 
thiflb . \~ell , I don' t r.ant a processing tax. 

No. 

And 1 •ve been fi,;htilll> it tooth a nd naU . l'iell, 
you can' t be negative do~rn here . If you don ' t want 
some thin!; , then they ask what do you wan t? 
\'tell , I- was talki ng to Hill llyers a nd UIY own people, 
a nd 'Ne ' r e trying to work up a progr am hov. t o use 
a hundred and fifty million b us hel s of wheat and 
take care or some of these people 11ho are starving 
in this country , see? 

You bet. 

i1hich gets it to t he wholo~ "uestion of a possibility 
or not only taking this 1 but l'.e 've now got l oans 
on six million ei&ht hundred thousand bales of 
cotton. T!e've got people who are practically naked 
and I liant to take a 11hole look at t his question 
arter rive years wher e aro we going and this whole 
agricultural prograc, and the tac t that we have it, 
we ought to know by now that we ' ve been wrong, see? 
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Yes . 

And mat offeJS the best opportunity to set up 
sotnething t o show the Presiden t. Wallac e , 
i ntite&d of asl<1'18 f or a hund r<!d m11lion dollars 
to grow less , why don' t we talto 11hatever mo ney 
i~ necessary a nd pu t it into the people ' S sto~achs . 

:tou 1 rtl ri&ht . 

No1. , I ,.ondered i!" you didn• t 1.an t t o com.:: do·:;n 
!1•Hi! o couple o! days , tnke 1.hat everybody ' s 6 ot, 
put your brain on it and :.ee i f .. e c nn• t use T.heat , 
!:..; un exa.Jple , to set up an alternativ e 1>lan other 
than \\hat they•v.e been doir~t. f or tho! last five 
:~eat~ . 

Huh-huh. 

And tho.t 1 s ';::te ;·;ho::.a stoty . 

Ye;; • 

Now I t old Bi.ll , I :;aid "Dill 1.111 you take ,-our 
c t·o.,d a nd set u p a plan to u.;e a hundred - t o use 
up t he surplu~ 1·:he a t othe1• tha11 to store it or 
to loan on it, or to 1.0 after naxt year ' s fall 
crops to gro1> lass , " see? 

!luh- huh . 

An..t then if .. e could - 'lS.in~ thn t. - 1 cos I thin:< 
t.hut i .... tile easle:,:. ontt . Co-:ton .is thd most 
olfficu.<t . No .• Bill sap. that . lth t!l.e prograo 
t hey 1 va LOt no~, t ha t t~ey 1 re ~oi~ to produce 
t'-.... farnars , t :1is y;!ilr , 'lalf as u;uch cot con and 
not .,olt a satisfactO!"Y p!"J.ce nnd thei r inco;ne 
;,i .. l ue c ue in Mlf, and thtty 1rt: Just t.OilJZ t o 
ra ... "e hall . 

Ye!.> . 

And I ' ve reached this :>ta&e ,,het'tl I tili llit I o·;.e 
it to the Presiden t , as !0116 as I ' m here , t ha t 
L' I thin!< so~e:hill<. like that i s goillb t o blo>~ 
up I ' d li~e to at lea~t pu t it on a piece of 
J>:lper and say, " \'ell , !'!ere ' s an nlternative !)ian". 

'.',e ... ~ 00, , , Henry , \,hen ,·,ou.ld - \,hen should I cotDe 
do •. n? 

v.ell , Jus: as soon - the sooner the better. ~a:hout 
too .,raat a sacrif'ice on your O\.n part . 
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Well , let' s see . This is Thursday , isn 't it? 

Yes . 

341 

I think I could make it - (Give me that schedule -
What was Tuesday there of nex t week - well , that ' s 
not impor t ant . ) I think I coul d make it on 
!londay night of next week. 

Swell. 

A.ll right . I 11 1 be down. What I ' 11 do , come 
over t o the 1'1·easury? 

Ye~ . ~e ' ll have a place where you can ~ork, 
ani by t ha t time - you could get here Tuesday 
morning . 

I 1ll get t~re Tuesday morning . 

Yes . Well , dr op in here at nintl o ' clock - nine­
fifteen and I ' l l have Bil l here and George Baas 
has been wor king on it . I •ve go t Public Health 
working on it . 

Huh-huh. That would be - huh-huh. 0 . K. Henry . 

Parran•s got some very int~rastiag t hings on it . 

Parr an? 

Dr . Parran . 

Parr an . Yes .. \'.ell , I •d like very !liUCh because 
I ' o really anxious to be o~ service, but I CaQ 
only really conscientiously do it on constructive 
things . 

r:ell , this ought t o - I i magine t hls would stri ke 
a sympathetic note . 

Y~s , it does . 

And all we can do i s t o put a t hing on a piece of 
pa per then if t he President and Vlallace don• t want 
it , at least I •ve satisfie~ mysel f . How the other 
i nstrument we ' ve got which7fr e not using, i s t he 
surplus commodity corporation. 

Huh- huh • 
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And there's a grand chance there to do things . 

I 1ve al~ays felt that that was your construc tive 
way out . 

342 

Yes . And I 1 ve finally got 1'/allace, this week, to 
sign an order, to buy bread for people in Cleveland , 
Chicago, Flint and Detroit. He •s doing that, he 
started this week. 

Huh- huh. 

But the way they ' re handling tha t surplus commodity , 
~hy I thi~ it's Just cock-eyed . 

Yes . 

And there 's a wonder~ul chance and Bill Myers is 
a member of it . 

I know that, but he's never been affected particularly . 

Well , I got Bill - goaded and prodded him and said 
"Why don • t you demand that a meeting be called and 
ask for the program." 

Ye~ . 

And he says he will . 

But I think that without - Just at first blush, 
that that is a way out. 

Yrell, it is one way out . It•s a constructive way 
to do some things . 

But I would - I ' m just 60ing to fight to the last 
against the processing tax on bread, at 

this t ime . 

Oh boy . I think it would - I hope you won•t have -
they won • t tal<e it . 

But you see , r •ve got an alternative . 

Yes . 

Ge t it? 

Yes, I understand. 
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Well , I 1m tickled to death, and you- you can 
be th1nking about it. 

All right. Well, I'll be down there Wonday or 
Tuesday morning, as soon a s the train gets in. 

That 's right . 

Vlell , fine , Henry. 

Thank you. 

Goodbye . 

34l 
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EDA 

Stcrttary of StatE 

Wnsh1ngton 

423 , May 191 6 p. m. 

FOR 'l'REliSURY FROM BUTTERVIORTHo 

ORAY 

I.ONDON 

) 

Dattd May l91 1938 

RECEiVEd 1 : 40 p 0mo 

All markEts wErE stagnantly quiEt todny duE mainly 

to n sEnsE t hnt important and pErhnps dEcisivE, bEhind 

thE scEnE , diplomatic conv Ersations art now taking pl ac E 

among thE principal EuropEan powErso 

ThE only exchangE mattEr of intErEst was thE rathEr 

hEavy SE lling particularly i n Pnris of francs against 

thE FrEnch Indo-Gh1na piastrEo ThE pinstrE hns rEcEntly 

had n furthEr advancE rElation to thE franc , onE pi astrE 

&qualing 10. 05 francs . WhEn thE franc rEachEd 160 to 

thE pound thE piastrE again assumEd a quas i silv Er coin 

valuE nnd thErEforE with thE franc at 177 it would pay 

to smur,gl£ thEm out of FrEnch Indo-Ghinn t or mElti ng. 

ThE EXchangE nw.rkEt has thErEforE anticipated a furthEr 

downward adjustmEnt of thE piastrE 1n rElat i on t~ thE 

franc . 

KENNEDY 

KLP: CSB 

344 

Regraded Uclassified



• 0 

REB 

SEcrEtary of Stat E, 

Washington, 

793, May 1 9 , 5 V• m, 

FROM COCHRaN, 

GRAY 

Paris 

Dat Ed May 19, 1938 

REc ' d 2:~5 p , m, 

s >w .. 

FrEnch prEs s commEnts favorably upon yEstErday's 

dECr EES runtnding s Etup of Frtnoh scnbilization fund 

giving i t both mort rtsourots and stcrEcy, British and 

continEntal obsErvErs havE uniformly apprEciatEd ust­

fulnEss of British Equalization fund in absorbing shock 

of rEcent FrEnch capital withdrawals from London markEt, 

Bank of FrancE s tattmtnt as of May 12 showEd no 

important changts EXCEpt drop of around thrtt bi llion 

francs in dEposi ts prEstnnably duE to wi thdrawal Of 

franca by French control from i ts own deposit to pay 

for gold, Franc optntd today nt 177 , 63 but no sterling 

was acquired by control at this r ate , On Bours e a small 

amount was takEn and r a te moved to 177 , 60, ExchangE 

trading has bttn ExtrEmEly quiet with operators 

hesitant bEcausE of i ntErnati onal devElopment s with 

respEct 

345 
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REB 

2-#793 , From Pari s , May 19 1 5 p. m. 

rEspEct to Cz echoslovakia and Spain, Forward f r anc mor E 

offErEd from London. Belgian chambEr yEstErday gavE 

Spaak govErnmEnt votE of conf1dtnc£ by 132 to 38 with 

15 abstEntions . NtvtrthEltss thErE was still somE 

prEssurE on t hE bElga today. Local OpErators cannot 

tlndtrstand discount of Canadian against AmErican 

dollar and failurE of authoritiES to right it , 

( E!lD SECTION Ol'E) 

BULLITT 

CSB 

-·. 
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paraphrase of Section two of telegram Jo. 793 , Kay 19, 5 p.m., 

from jaorican lmbassy, Paris. 

I was visited today by tho oxchangs trader of rational 

City, who summarized views of group of French traders with 

whom he met yesterday . These traders said that thoro is no 

r.ay to establish a proper value for the franc until France 

gets to work. (? ) economic effect is achieved. Informa­

t ion has just reached me t hat this currency wil l depreciate 

indefin itely t hrough recurring crises. They believe tho 

business of 1 bearing1 foreign exchanges will bo activo for 

quite a few months. The traders predict tho bolga as offer­

ing their next field of operations to be foll owed by the 

florin , Swiss franc, dollar and sterling in perhaps this 

sequence with the French franc intermittently vulnerable. 

END OF JO:SSAGE 

BULL ITT 

. . 
I ; •1 t• 

EA:DJW • . . . 
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s.!I.Jr : 

Opel'3 tor : 

a.u.Jr : 

J , 
o•connor : 

H.I .Jr : 

H. t..Tr : 

0 : 

s . .t .Jr : 

0 : 

a . •. .rr : 

0 : 

3. 1. Tr : 

0 : 

!l . ! .. Tr : 

C: 

Hello . 

llr . O'Connor . 

Hello . 

Way 19, 1938 . 
2:41 p.m. 

Hello there my good friend, how are you? 

Hor~ are you? 

Fine, thank you. I 1o glad to hear your voice. 

Jeffty , 

Yes. 

348 

The reason I 1m calling you is this . What under­
standing did you have with anybody in or outside 
of the White House, as to holding that position 
open? The reason I 'm calling you, they 've recommended 
another man now. 

Oh boyl 

See? 

Yes . 

And I told them that I thought that you did have 
an understanding that it would be kept open, but 
I ll&nt to be awful sure. 

Yes . Well, it ~asn 1 t definite . It ' s just one of 
tho;e things that you can' t make a deal on. I 
wouldn't say that 1t was definite at t hat time 
because you didn 't - it's one of those things -
I didn't think there would be any move at all 
ol!flde except with your permission. 

Yes . 

So I jus t didn' t press the matter any further 
after my chat with you. I Just dropped the whole 
thing, because I felt that something .. auld be 
done without consulting you and that whatever you 
sutgested would be agreeable to everybody. So r 
didn't e~ake any further - didn't make any further 
effort to do anything on it, Henry. 
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So nobody in t he v:hi te House made a ny pled.g~? 

No , I would say no. Defini toly , I ' d have to s a y no. 

Uh-huh . Well -

Bec ause I felt t hat nothint: over t her e would be 
dvne ~. ithout your full approva l and I j u s t l e ft 
it a t tbat. 

I 'ell toot does n • t necessa rily follo1•. , unfortunately • 

No , no, but I -

Because it ' s been !)Ointed out to them that tv;o years 
ngo i t v.as r emoved tlul t this nosi tion v:oulci be fill ed 
v.i th the a?proval of the Secretary of the Treasury . 

Oh, I didn ' t kno\': that . 

'ies , you r ootember t1·.o year s aso th<t t 11ns t aken out . 

Oh, it v:ns? Viell, I ' d had forr:ott en a ll abou t t ha t . 

Yes . 

But I - b ut even at th•t t'te rhol e jurisdiction of 
the rhol e oatter . Ther e r ··um 1 t any ch:n"l&e made 
in the jurisdiction of it and supervisi on of it • 

Yes . 

So that you just coullin ' t function >.ith s ooeboc:ly 
that 7.ouldn ' t - \70uldn 1 t be in ther e ·: ith the approval 
of the head , because not a lin. of the jurisdiction 
of the r.hol e system h:J.s been clulnged , ever ything was 
left - and u hy they did that I never di~ unders tand -
nov. that you call my attention to it. 

Yes . 

But the j uri sdiction in ev er y line of i t and the 
responsibility of it is entirely l'.ith the Secretary. 
I don ' t - well , you coulcm• t function if - be cause 
t'le ma.n t!Jat •::ould be in t her e couldn' t do a nything . 

Yes . 

In O?position to the supervision of the -
and the r esponsib ility up there in you. 

Yes . l'iell, I'm going t o see v.hat I can e o , but -
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God bl ess you. I'm tor aDYthing you do at &J:1Y 
time, day or night. 

All right. 

Thank you, Henry. 

Fine. 
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Hello. 

Hello, Mr . Secretary . 

Where are you Hester? 

I'm in my office . 

llay 19, 19.38 . • 3:)1 
2: 47 p. m. 

Well now Hester, Cooper called up lll.r . Magill. I s 
this Bill satisfactory the way it passed the Senate? 
~ell now, of course, it•s satisfactory . 

Now I tell you how that happened. llallill wa s up at 
the Capitol this morning before the Yla,ys and !leans • 
Committee and w~~ ~e was there Harrison called him 
about this matter and as.M b.1nt to help get i t through 
the Bouse this afternoon and~ Jere called Uagill · 
outside a nd told him about it and Uagill didn ' t tell 
him tha t you had turned i t over to me . He says"I ' ll 
t3l k with the Secretary this afternoon, I'll get in 
touch with you• . Viell then, I got in touch v:ith 
Jere myself and told him the bill 11as o . K. and 
would he get it through this afternoon 3nd he said 
he would. 

VI ell no11 , do you want me to call him? 

No, that isn' t necessary, I ' m taking care of it . 

Are you sure? 

Yes, I'm sure . 

A hundred per cent . 

Yes , I Bill . v;hen did llagill say that Jere Cooper 
called him? Just recently? 

Oh - this morning . 

It was t his morning that he t alked with him. 

Yes. 

I •ve s ince talked wi th Jere, t ha t ' S all right . It' s 
taken care of . 

H . ~ •. Jr : O. K. 

F. : All right. Thank you. 
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Kay 19, 1938. 352 
3:28 p.a . 

Hello. 

Secretary Wa11ace is busy on a long distance call. 
I 'll wait ror him. 

o. !C. 

Ri ght. 

• 
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H.JI.Jr: 
Secy. 
\'iallace: 

l!. rJ. Jr : 

.,, 
U o 

H.U. Jr : 

'h: 

l!."4. Jr: 

it : 

1.0 0 

O o 

Ho!A, Jr: 

r : 

R.:.l . Jr : 

Vo: 

H.11. Jr : 

• 0 

• 0 

B • .A . Jr: 

Hello. 

Yes , Henry. 

Kay 19, 19.38 • 
.3:.36 p. m. 

Henry, I 1ve just spent thirty five minutes with 
your friend Palmer. Hello . 

Oh, yes 1 yes • 

Now, Henry, I 1 ve checked wi th Ed Foley. 

Huhhuh. 

0 353 

And what these men wanted twenty five thousand dollars . 

Oh. 

And we went all through that once before with Alexander 
and all those people and Foley feels quite sure that 
between now and the first of J uly that Alexander ' s 
outfit could lend them the money. 

You f i gure it ' s the kind of thing we ought to get 
i nto, Henry? 

Sounds good t o me , at f irst blush. 

Of course it gets i nto that old thing of me t elling 
the folks on the hill t hat we weren't going to go into 
housing. 

I know, but I mean I told them that t he only place 
I know of where he could get the money unless it 
was RFC would be out of the Farm Security, but I 
also told Foley to look up RFC •nd see ~hether there•s 
something for him. 

I see, when I went before the Senate Appropriations 
Committee, t hree or four days ago that the housing 
matter came up again and I again made my state.ment. 

Yes . Well, then I t a.ke it you don 1 t want to lend 
it to them • 

Well, I don' t object to it providing - providing 
I'm square with the Congressional people. 

Well -
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So it mi ght be that this could be looked on as an 
exception. 

v.ell - I mean I don't want t o be put in a position 
of pleading , as I said before, you knon . 

No . 

And -

I tell you I ' m - I 111 - of course these f olks over 
i n F'arm Security - t hey a l ways had a sort of - t hey 
alv1ays sort of liked this hous ing business and I •ve 
tried to keep them out o f it. 

Yes . 

Simply because I thought it really bet t er to do it 
some place else . 

Yes . 

That i s I wanted them to finish up what they bad 
started , see what they had . 

Yes . v:ell -

But - bu t it may be that - I 1 l l have to look at it . 

Vlha t should I tell t hem - t hey ' re back at Ed Foley • s 
office noYI? Didn ' t expect me t o thro1•. it back in 
your l ::.p . 

No, I didn ' t expec t trLt outcooe • 

It 11as so good t hat I -

I thoucht - I just merely thought that you ' d be 
glad to -

Yes , bu t they want to knol': where they can get t v. enty 
f ive and checked u p on everythillb that I've done on 
that other thing . 

or course I•ve r a t her felt that the best r;ay f or them 
t o do i s get t he twen ty five priva tel y , t o tell the 
truth. If that could be done . 

\',ell, d o you v.ant them to see Alexander or don ' t you 
want to start t hat? 
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Well , I ' d liKe to have some - I'd liKe to have 
some Congressional backing on it. 

Well -

What do you think about that? 

Gosh, I don't know Henry. This is -

Of course , twenty five isn' t much. I don•t know -
maybe - we wouldn ' t be doing the building. 

No. 

By Jiminy, I 1m going to have them see alexander . 

Vlelli should I tell them to phone Alexander in a 
litt e while and you ' ll arr ange it? 

Yes , 'I ' ll arrange for tbem to see Alexander . 

Q , K. 

I won ' t express an attitude as to whet her it ought 
to go that way at the present time but I'll arrange 
for them to see Alexander . 

All righ't . And I told Foley to find out anything 
over at RFC for them. 

All right. 

All right, Henry. 

All right , fine. 
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operator: 

s .~t . Jr : 

:.tcCormack: 

H . :~ . Jr : 

1.1 : 

l!.J . Jr : 

.1 : 

H: :.Jr: 

H.J .J r: 

;.1 : 

Go ahead . 

Hello . 

Yes , Mr . Secretary. 

Yes , Mr . McCormack 

Way 19, 11938. 
4 : 06 p. m. 

Is that thirty billion amendment all right? 

Yes . 

All right. ~ell, that ' s all I ~anted t o know • 

Thank you. 

All r i ght, you want the House t o concur on it? 

If you please . 

All right, Mr . Secretary . Goodbye. 

35£.· 
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o,era tor: 

a. ·~ . Jr : 

!(noke: 

l!. :t. . Jr: 

1{: 

H.J . Jr : 

K: 

!'. :.t . Jr : 

'{ : 

" . ..l . J r: 

1{ : 

3 . .. l .Jr : 

!1 . M. Jr: 

"{ : 

H • ..! . Jr : 

Hello . 

Mr . Knoke. Go ahead . 

f!ello . 

Yes , Mr . Secretary. 

Knoke - good morning . 

Good morning, sir . 

Uay 20, 1938. 
11:19 a . m. 

.. 357 

I read your memorandum of your talk Ti"ith Bolton 
see? 

Yes . - - . ... 
And you kno\7 I kinde get these sixth senses, you knm., 
of mine and clus information which I ' ve got · 
independently; pl us all this gold coming over here 
see . I really am getting quite nervous that I think 
the other fell ow must be awful nervous. 

Vlell, I think there ' s no t(Uestion i n both the Swedish 
and the British case, they are nervous about the 
&eneral politi cal si tuation in Europe, that ~s not 
only an assumption, that is based on t heir ovm state-
ment. Rueff said so in his talk to Cochran and 
Cochran so reported in his cable from Basle. 

Yes . 

And Bolton told me definitely, 1n just as many 
l.ords , that it was the politi cal situation v:hich 
prompted them to t ake the bOld out. 

\'.ell , my God, i f the French are goi ng to begin to 
lose - losi ng what , a mi llion pounds a day, sterling? 
Huh? 

The French are gaining . 

No, they are los i ng . Two days ago . sterday 
Well, yes, but they los t on t1.o days - yethey gained 
a sain. 

Yesterday? 
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Yes. They lost on Tuesday, \,ednesday, and yesterday, 
according to private report from - from France, they 
had registered small gains . 

But I still - I don't kno1. \.hether you feel that -
the stuff that's coming across my desk this week, I 
just don 1 t feel happy about the European situation 
at all . 

l'lell, that is surely the impression t ha t I gained from 
- f rom Bol ton's t alk and I t hink he ·used those ~ords 
that he wasn• t happy over t he situa tion t here and I 
think he said t hat he had a feeling that things f. ere 
drifting toward a crisis . 

\"ell, I just ••anted to check ~.ith you . 

But I t hink it is undoubtedly critical, I mean you 
can s ee that from Uussolini' s attitude, r:hich I 
think is terribly unfriendly . 

Yes . 

You can rest assured that if Berlin keeps quiet 
for t wo or three days there ' s something brewi ng there . 

Huhhuh. 

I mean - to offset al l that , I •• ould say that ••e have 
been through so many similar periods that I don ' t 
think 1t • s any worse than i t has been. 

All rieht. Thank you. 

All right, sir . 
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operator: 

Jl,r.I .Jr : 
J , 
Farley: 

H.M.Jr : 

F: 

H.lt.Jr : 

!' : 

~ .U . Jr : 

F: 

H.M.Jr: 

F: 

H.t.I .Jr: 

F: 

H.:.t.Jr: 

F: 

S.l.I . Jr: 

F: 

H.:.t . Jr: 

F: 

H.r.t . Jr: 

F: 

Go ahead . 

Hello. 

Who ' S ahead, you or Elliott? 

V/ha t? 

Vlho 1 s ahead, you or Elliott? 

I don ' t know. 

Huh. 

I think I am. 

Kay 20, 19Js. 35S 
12:47 p. m. 

Have you - what are you going to do r. ith Chal'lie? 
Have you made up your mind? 

Well - I haven't heard anything more about it. 

Well that's going to be held up for a l"lhile anyv.ay. 
That filling of that place. 

It is. 

Yes, for your ears, not to quote me • . 

V.hat? 

Not to quote me, I just yesterday suggested that v;e 
ride "along for a few monthS on that. 

Tp do what? 

I suggested that we ride along and not do anything 
for a whil.e. 

Good . 

He didn ' t - he couldn't remember the name of the 
man you told me about and I didn ' t cell his atten­
tion to the name even though I know it , see? 

You know it, yes . 

I said nothing. He said that there was a name 
suggested and he couldn't think of it. 'uell I 
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H.M. Jr: 

P: 

G,!l .J r: 

F: 

E~~ . Jr: 

?: 

F: 

R. U.Jr: 

F: 

!'. ·I .Jr : 

!' : 

II •. A. Jr: 

F: 

H . ~\ . Jr: 

F: 

F • ..t . J r: 

F: 

!l. ii! . J r: 

F: 

- 2 -

said I'll ta.lk to you about it. I d i dn ' t say 
that I k:n.ew the name er anything about it, and 
didn ' t mention you at all, see? So that ' s out, 
but I suggested t o him that he let the matter 
ride tor some time. 

I appreciat e your help . 

0 . K. sir. 

Thank you very much. 

All right. You•re all right outside of that , 
a re you? 

I'm all right. 

Hov: a.re you making out with your tax appeal. 
commissionas? Did you ge t those s traightened out 
ye t? 

3SO 

Well I wrote over I was r ecommending t he reappoint­
ment of all four. 

They still rode over you? 

He- he's doing a little tra dj,ng with Pa t . 

Is he? 

Yes . 

I see . 

So he said wtou don't mind if I trade." I said 
"No , get all you can". 

I s ee. 

I •1ould say , I think he ' s going to reappoint those. 

I would imagine so too. 

But he ' s having a little fun with Pat. It• s all right 
v1ith me as long as it stays run. 

V1ha t - Henry, whet are they going t o do about adjourn­
ment? Do you know anything about it. 

No, not a thing Jim. 

O.K. well I'll see you later . How is J.lr. Itches? 
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H.!!. Jr: 

F: 

J' : 

!! •• t .Jr: 

F: 

ll . !.!. Jr: 

!': 

R. !I.Jr: 

F: 

B.:.t . Jr: 

F: 

P: 

!I. :.! . Jr: 

:: 
H. U.Jr: 

!' : 

H. ·~ . Jr: 

F: 

- 3 -

You 1re in a good humor all right. 

I•m reeling a11 right . 

Did you see who the President i s having for lunch? 

Huh. 

See who the President' s having for lunch? 

He - he told me that the other morning . 

I supposed you arranged that. 

To be truthful 11'ith you I knew nothing about that. 

Henry Wallace is here, I don•t know-

Huh. 

Henry Wallace came in, I didn ' t know whether you 
could hear him laughing or not. 

No, I bad nothing to do with that . Ask Henry if 
he wants - Ask Henry if he wants Ickes to endorse 
his candidate for the Senate out there . 

361 

(aside - If you want Ickes to endorse your candidate 
for the Senate out there ) Did you hear him? 

Yes . 

A11 right. (Hearty l aughter by \",allace) Can you hear 

All right. Tell him I ' ll arra nge it if he wants i t . 

All right. 

I can•t arr ange anything else, I 'll probably fall 
down on that one too. 

O. K. 

Thanks . 
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JR 
A portion of thi s tclc­
grnm must bE closely 
pnrnphran td before being 
com~unicnttd to anyone, (B) 

Secretary of Stat e, 

Washington, 

803, !lay 20, 5 p. m. 

(GRAY) FRO'~ COCHRAN. 

Paris 

Dated llay 20, 1938 

Reo ' d 1:45 p. m. 

Trading on Paris exchange market very dull with 

French control "f.r'l.rmtly ccquiring only a little 

sterling a t 177 , 60 , Spot belga firmer in sympathy with 

dollar and follo•an~ Senate vote of confi dence in Spaak 

Government by 118 to 22 against , 7 abstent i ons, but still 

some preasurc on forward belga . Press states Nati onal 

Bank of Belgium credit policy has relaxed slightly 

ei,ce Gerard bccnmc Minister of Finance , 

Paris opera tors continue to bid for French Indo­

Chinese pi, strc and rotc has risen to 10. 10 francs os 

against parity of 10 . Latest gossip is that t his 

unit moy bE revalu ed this weekend, Operators estimate 

that recent market purch'l.ses of piastr es havE been 

between 300 and 350 million. 

French rente and sha~c market continues irregular 

on account of · ·ar s'! ~.re 'lnd vnrious rumors which Prime 

Mini ster hco t aken pntns to deny, Next seri es of decree 

l aws expected this coming week, ( END GRAY) 

Ev1dence 
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Evidence is being accumulated aa to the •bot• character 

of the funds moved to J'ranos recently. Induatfial oonosrns 

needing tunds find no new long tel'lll oapital; Government 

rentee have become irregular with little evidence of fresh 

invest ment therein; benka report that the new frano balanoea 

are held in extreme : 1an1dity, .and even day to day money 
~ JZt • • .,. 

ba8 tightened to a slight degree. · lven t hough speculators 

should hesitate to attack the frano With the control hold­

ing around seventeen billion gold france, it is thus oon­

ceiv&ble that in the present tenae oiroumetanoes, a small 

incident might precipitate a hurried flight from the frano. 

BULL ITT 

U:DJW 
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lllliiOll.liDVII ----- -----
~ 20, 1938. 

Contore110o •• hold 1n tile Ottioe ot tile lecrotarT 

at 9 11!0 a. •• , JloiT 20th . 1938. 

Preuat 1 leerotarT llorpnthau 
.&dal.ral Poopleo 
llr • llollaTBoldo 
llr. ll. ll. ltott1ll1ua, Prooident ot u. I. lteel 
llr. :Bla1De Wth, Pru14ent ot Uaheroal .ltlu 

C•ont ~. 

Seeretaz'7 lforc-thau otated that ho had iDrlted llr. ltett1ll1ua 

IUid bh &aaocl.ate t o eoae ill t or an ontlrol)' illtora&l ud ccmt1dent1al 

dhcuu lon ot the OoYernaent '• pro'bl• 1n pu.rch&elD« c•ent. Be 

a~ted the d1ff1cult1 .. tM OoYernaent had bad the lut tttGZ :rear• 

In pureh&olng c•ent &lld 1t1 1nab111t;r to obtain eo~~petlU.,.. 'bide 

! roo the c•ent c011p1U11o1, and aelted wbothlll' llr. Stettlni ua eonld 

' ""eat &DT 'b&eh ot eooperatloa \bat conld 'be ~ upon. 

llr. Stott1n1ua atated be -. anxi!llaa t o cooperate with the 

Oovwrnaent 111 ..,..17 poeal'blo ~ and wlooaed the opportunl.\7 to 

dhcuaa t ho pro'bl• 1n tide lato..-1 ...... or. Be otated tlat tile 

bt.alnc-poillt 170t• ot prieiac c-t had cro- up o.,..r • period ot 

thlrt:r ;roara and that 1t •• a •tt or ot ,rea\ dlttlcultT to ltOd1fT. 

llr. lalth at&ted that thlll'O were •oro thea 30, 000 1~ d..tara 

11!>o .. ra 'bn1141ac npplT people ud ...., ooutttute alu\7 peroent ot 
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thtlr eo~·· c:uato.en u4 til&~ u w01ll4 be n1old.&l for til.. to 

&J>tft&Onhe thh CJ'OIIp of 4Mlen b7 uad.ertald~~& to eell 41reoU,. to 

tho OoYol'llllent ln all ca .... 

llr. S•ith a\a'-d, hoWYer , that hie Coii])&JIT •• pel'feotl.T 

w!lll~~ot to 4-.1 41reotl.T with the OoYeruent "" we• or4en that 

could be dellnred 41reetl.T to a proJect Where the 4-.ler woal.4 

DOftlall7 perfol'll 110 leniCe aDd woal.4 therefore 110t be entitled to 

~ CODtlderatlon. 

~~ Socre\&1'7 atated that be ~ted to ul<e 111J'e that llr. Wth 

waa wUll.~~ot to co along on quoting a price to the Oonl'tlaent wlthoo.t 

regard t o the dee.ler in caeee where the 4-.ler bed 110 4uty to perfol'll. 

l!r. S~tlth otated he •• wllllag to quote a p rice to the Oo ... rn.ent 

undor tbooe con41 tloa., 

~e Secret&rT 1614, •do I 1184er etan4 7011 to 1&7 tbat if til& 

ceaeDt 11 t o be 4elhere4 to a 4aa alte, for l .llat&Dce, that 7011 ban 

no obJection t o eb1pp1~~& 41reot froa 7t:1DZ plant t o the a1 te, with­

out rooprd t o Tf:IUZ "-J.er u4 wltboo;t pel'lllttill& b1a to participate 

ln tho dealT" llr. lolith a\ate4 that he bed not the ol1chteat 

obJection. !La etate4 fUrther, bowenr, that be w01114 not 'be wlllill& 

to bid in ouch a ca .. Ulll.eoa the Oonrulllt inton~e4 thea of the 

location o! the proJect 'llhll'l the c•.,t wae to 'be ue4. 

!he lecre\&1'7 uplaine4 that the Oo.,....,_, lla4 '~~"" ti'Ti~~& 

unoueeeufull.T for ft:~UZ 7 _... to cet other tbloll tie 11141 on tnrltatlou 

tor b14a where the etta •• 41aeleae4. !La Mlte4 whether the c-t 

CC~apeDT 111n114 take 'lllll4er CODa14anlt10Jl tba queUao of~ to 
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ci'ft tM Go'ft.......,.t a capeUUn 1114 w1Wa dated aoaee oa _, to 

be delinred f, o, 11. aill witboll.t dh oloiNft of tu eUe are u •• 

to be ut1lbe4, with the WldentaJid.lac that the OoYerMed woald aot 

aak t or f. o, b, alll price• 1D cuea of ~1 ol'dere ordiaarilT fillecl 

br local deal era under coadi Ucma ,...re the dealer would acu:-117 hATe 

soc• """ice t o parfol'll, llr. 1\ettbiu atatecl the he aad llr, r.uh 

WO'.lld ba deU~W to rerlew Wa prolll• w1 \h the .Dlrectore aJid eoaee 

b&elc: later for fUrther diecu.,.iaa iD u atw.pt t o fiad a aoluUaa f or 

the prob1.,., It •• A«J'•ecl ~t llr, hith .,ulcl return am !l:uoe~, 

liar 24th , aad diecuaa the -tter further w1 th .Adlliral PeoplH. 

~. Secre\ary rerlewecl hia poeitioa, at \he r equeat of 

l!r. Stott1111ua, aa fol1on z 

(1) bt a.lera ehoulcl be pe1"11i tted t o participate 
1D ..u bide; 

(2 ) 

(3) 

!hat u , peraOMllT, hacl ao pvpoee iD thh a-cotiaUoa 
to force pricH below a 1..,..1 that woulcl perait the 
eollpalllee to realise a fair profit; aacl 

!bat \he Oonl'DII•t 1a •titled to fair cc.petUbw 
bicle ho8 e-t eCIIpADi .. oa the bub of clelinriea 
at 11111 w1 tboll.t recarcl to the location of proJech oa 
which the c••t 1a to be uud, 

0 0 0 0 0 

... 

3.6& 
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• 

.... & OU!UI'S CWI'IC8 . . 
'l!lle IIMH\al7 . 

!0& . .......... ... ....... . ..... . . .. .. 

!be 'fnan17 nportna aaw l tettln1u an4 IJio 

Pft U... n"'bi:Ac· I ban. tol4 the. ~\ 1t 

I _. able to lean ~h1111 about tba obJect of 

lUa Y1aU I 110l114 lat tha know, 

.. 
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II.IIOB J. .DUII -------- --
llq 20, 1!138. 

CantereDCe held 1u ~ office of the lacretar,r 
10:30 a. •·• KaT 20, 1938. 

Pnaent 1 leeratar,r llorpn than 
J.dmral People• 
llr. llclleJDolda 
Mr. Jolleph 1. T01111g, Preddeut ot L•"'&h 

Portland C•en t CoiiJMUIT. 

!he dhcu .. tou 1D thh coutereuea •• e1dl&r to ~ one 

e:~pla:>ation and etat•ant of th.e OoTerMent'• podtlou that •• 

aade at the prior ccuterace. Kr, T01111g etated that hh eo.paq, 

'O!Ule wilhint; to ~lclpate 1D c011pet1t1Te b1ddlnc tar delhar,r 

ot Clllent to th.e lloTe:mzat, would be uuwillin& to quote a price 

at the llill without II:Do1rledce of the epaclt1c place 'lbere th.e 

eeeent •• to be uaed. Be Ulldertoolt tc .U:e pl&ln that 1D a 

eoemod1t7, Which h eo ·~•iT• to traneport, 1t 11 not pc11lble 

to blcl coapet1t1Tel7 with other •llla without thll k2lo1rledce• !he 

Seer otar,r -.. unable to ~t UlT JOOCli.tlcatlou ot We attltue fro. 

11r. r 01111g • 

oo 0 0 00 
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TREASURY DEPARTMENT 

INTa~~t O~FtC& COWMUNICATlON 

S.oreta17 loraentbav. 

Rei'IIAD Ollpbut 

You ulred tor ~ a4Yice Clll Ill'. Blaiaclell'a - orand• to ;rou 

ot lla)'l8 oonetol'DiDC the &CtiOD ot U. 8. Staal in appeel!q tree the 

1~ order ot the O!'.,:., t'al ~· ~eaion prollibiti.ng the \188 ot the 
. . :,~ ... 

Pittabur&h-plua •78taa. Siaoe "t!>it plan 1a DO lea&n used and the 

quutioD ia, therefore , aoot, it ai&bt be well tor the Federal Trade 

COIIIIiaaion or Justice to atert uew actions ap.l.Dat aeabera ot. the atael 

iDcluatl'T attaold.ng tbe belliq point SJataa DOW aotuell7 in uae. 

l!owOYer, the treaaU17 abolllcl, 1D ar jud~PM~nt., llllb Do auob auueation • 

.lccord1DC17 1 DO action in OClllD8ct.1on w1 tb Ill'. Blaiaclell 1 a ae110randa 

ia 1Dclioa ted. 

36, 

Regraded Uclassified



TREASURY DEPARTMENT 

IHT'UI OI"PlC:JE COMMUHICAT10H 

ro Secretary Korgenthau 

' """ A. Lochhead 

Principal uOWlte ot gold hald under earmark ~ t.he 
Federal Btaene hpk or lew Xortt: 

Swiss National Bank, Switzerland •• •• • 
Bank of Prance, Prance ••.•• •••• •••.•• 
llet.herlande Bank, Bolland • •••• • •••• • • 
Sver1gea R1kabank, Sweden ••••••• •• • •• 
Banco de Kexioo, Kexioo •••••••••••••• 

11&.,000,000 
10&,000,000 
e•,ooo,ooo 
12,500,000 
5,000,000 
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\'le have been adrt1ed ~ the Sver-1681 Riltebank that th.:r 
are mak1ns ;5 shipment• to Nil• Yorlt ot 1;5,800,000 apiece. Th11r 
i ntention at t.he pre~ent tiM il to build up a total ot about 
$75,000, 000 ot eanaarlted gold in Ne• York. 

Gold hold UQdtr gnpert by tho Bank ot Oapt4t . in C•p•da: 

The Bank ot England indicated that it will ebip gold to 
Canada t o be earmarked at Otta .. to an 11111ount ot about 1150,000,000. 
As the Bank ot Canada already hold• under earnaark tor t.he Banlt ot 
En&land about 1&5,000,000, t.he total pount to be eanaarlted in 
Canada 1f0uld exceed 1200,000,000. 

Japonoao Qol4: 

There are 2 gold ehipaent• ot 1 5,800,000 apiece on t.he -.:r to 
the u. s. trom Japan, 11h1oh bringl t.he total ebipped th11 year up 
to $50, 000, 000. 
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TO 

TREASU .. Y OEPAin'MENT 

fNTU OPI"'Ca C:OWWUINIC.ATtoN 

Seoretar~nthau 

L!r. Haa;l"~ 

31'1 

.... lla~ 20, 1938 

~1 ot the important countries are contemplating, or 
have actually begun, aoou.mulating within their own countries 
suppl ies ot strategic materials. We are also giTing some 
attention to this matter 1n this coun tr7. This IIOTement may 
provide a bas1e t or remoTing a large portion ot our wheat sur­
olus trom th is country to be held in store in some other 
countr)' as a strategic material. 

\~eat is a strategic material, and lt appears that the 
United States is going to bave a reeer•e carry-over ot about 
150 bllll on bushels in excess ot a reasonable reserTe carry­
over. It would be much better, on the other hand, to ha•e our 
"reserve" more d1vere1tied rather than concentrating to excess 
in a few commod i ties wh1oh we produce . For example, we mlght 
trade part ot our wheat reserve tor tin, rubber, etc., with 
some other oountr7 which would prefer to carr)' wheat, etc. 

Doesn 't t his ti t into one ot t he problems which 7ou 
thought ot assigni ng to ~- Blaisdell? 
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a.u.Jr: 

operator : 

H.~t .Jr : 
Admiral 
Peopl es : 

H • ..! . Jr: 

P: 

P: 

H.:.I . Jr : 

P: 

H. :.t . Jr : 

P: 

H.:J. Jr : 

P: 

Hello. 

Admira1 Peop1es. Go ahead . 

Adllliral. 

Yes , Ur . Secretary. 

ll8y 20, 19J8. 37l 
3:46 p. m. 

At Cabinet meeting I was a.mazed to hear that 
Harry Hopkins said that he wanted to go ahead and 
buy seventy five m11lion yards of cotton goods, but 
that your subordinates had advised against it, and 
then be proceeded to smear what ~e •d been doing 
in connection With advanced purchasing, and said 
that while maybe the cabinet members were all right, 
the people be1o~ them weren't and we hadn't been 
doing anything. Hello. 

Yes, Ur. Secretary. 

Vohat do you know about this seventy five million 
yards that Hopkins wants . 

Why - the - I haven't heard a word about it, sir . 
They - we tve been - I know they ' ve been buying a 
very large quantity and they ' r e ready to buy anything 
el se t hey want , sir . 

Well now, at one o •c1ock on Monday I want a report 
not only on that but everything that we•ve done since 
Tle •ve had this committee together , see? Hello. 

Yes, Kr . Secretary. 

Y1hich shows that when I 1ve been tel11ng - pushing so 
hard to get this thing done, I mean if we ' d - it' s 
just that sort of thing which - they work us bard 
on a thing like this. 

And it gives Hopkins a chance to smear your whole 
organization. We11 1 now, please have a report for 
me on Monday, what you 've done and what l·.e •ve done 
in the way of advance ,buying and the assistance 
we •ve had from Lubin, bow we•ve fol1owed his advice . 
I want the who1e story by one o•clock ~onday. 

Yes, Kr. Secretary. 
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!I.:.!. Jr: 

?: 

H . ~.t . Jr : 

O: 

:· • . Jr : 

P: 

F..:.!. Jr: 

P: 

H.:.<.Jr : 

?: 

J . : . Jr : 

?: 

- 2 -

And I want to know particularly about this 
seventy-five million yards . 

Yes , sir . 

And t hen the Pr esident will find out what else 
you can buy. I thought as f ar as Hopkins was 
concer ned we had bought everythifl6 that he had 
t he money for . 

They ' ve bought everything that t hey •ve a sked , 
t :'lllt t hey could t ell us that they wanted, 11r . 
Secret ary . We!l , I ' m positive of that. 

\'lell, please go into i t and by noon IJonday let 
me have a writ ten r eport f r om you for t he 
President. 

Yes , sir. 

You umerstand . 

Yes I do, Mr . Secretary. 

On this whole question of coordinat ed buying and 
advance and so forth, and so on. 

Yes indeed, ~. Secretary. 

Thank you. 

I Ytill, Sir . 

Thank you. 
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~374 

CHINESE EMBASSY 
WASHINGTON 

wy dear Mr. Secretaryt 

I beg to refer to one of our conversa-

tiona in which you asked about the progress of 

construction of the highw~ from Yunnan to 

Rangoon. I have received a cablegram from Dr. 

H. H. Kung wishing me to convey to you hie 

deep ap~rec iation of your interest and to in­

form you that the highway has been pract ically 

completed • . It starts from Yunnantu , pees 

through Siakwan, Paosban and Uentee and ter­

minates at Laahio in Burma where it effects a 

junction with t he railway to Landal~ and Rangoon. 

Th~ highway itself is about 1,400 kilometer& in 

Hon. Henry .V01·genthau, Jr., 

Secretary of the Treasury, 

'Nashington, D. c. 

lensth 

.. 
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length and hae a f a irly good eurfaoe exoept the 

section from Siakwan to ~ntee, which ie compare-

tively narrow and not very convenient for heavy 

t r ucks. Work hae already started t o improve this 

section of about 330 kilometers. 

I take plea~i~ enclosing herewith a 

sketch showing the location of the bighw~ and 

ita connections. 

I am, ~ dear ur. Secretary, 

Vary sincerely youre, 

!/I~ 
=--------:Sno loeura 1 

One sketch 
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Kay 21, 19~8 

~:45 

At~er hie return to t he office trom Cabinet 
the Secretary called 1n KoRe7nolda and Ba.i l e7, ot ihe 
Budget , Bell being awA¥ tor t he afternoon. 

HK,Jr• ea1d to Mr. Baile7, 'I don ' t know a 
th1ng about thie, but the Preddent .Ud t o t he Secre­
tary ot War, Ran you got anything on the88 Tar1oua 
armr appropr1at1one' and be ea1d, Tell Bell we will 
comptromiee on 116,000,000 tor mobile anti-aircraft 
and everything elee. The President aaid, I am aart~ 
you t 26 ,ooo,ooo by doing that. 

He eare he wants the 116,000,000 mobile anti­
aircraft. It ' a aeaningleee to .. , but t hey aeemed 
t o think they ma7 w.nt it on the Mexican border and 
the Pre1ident wanted it kind ot faat. 

The thing I am tremendously interested in, 
there are 34,000 families in Chicago that are dependent 
upon the Surplus CoiiiDOditiea Corporation for f ood; 
not getting ai1J money; rep re88nta 275,000 people. 
I eugguted to Wallace that be bUJ two quarta ot milk 
a day from now to the fi ret of June ror each family 
and th1 tirat ot June, aa I understand 1t, they are 
supposed to get the money. Wallace waa here and aaid, 
Wouldn't Kr. Bell and Kr. Tapp work U out; it -• a 
matter between Bell and Tapp. I bad all thia atutt 
that Bell worked wi th ae a wuk ago in wh ich be aaid 
he could either take it out ot the 155 ,000,000 which 
Bell hal 1et aaideand allocate money tor direct relief 
or the 118,000,000 or 128,000 ,000 --I gu••• it'e 
¥18 ,000 ,000 -- aTailable out ot Surplus Commodity 
Corporation. But a1lk powder 11 not the 1&1118 aa tr .. b 
aUk and I want t o 1ee it we can ' t break that. Thi1 
u eo~~&thi~ that 1bould go on t or weeka, either the7 
should buy thie a1lk now or not at all, but I aa tre­
mendouely intereeted and I thinlt they need it Tery 
badly -- treeh a ilk in Cleveland; add OleTBland to 
Chicago -- and 1t Kr. Sell could etraighten that out 
Sa turd&)', I would appreciate it Tery web. I aa more 
intereeted in t he aillt than i n \he anti-a1Nratt. 

(Kr. Bailey left the Secretary'• offi ce. ) 
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low, Mao, th1e 1e for :rou. !he President, 
when he wae aboard the boat, the:r got an S.o.s. on 
hh battleship that a fellow had a steel epl1nter 
1n hie e:re and t he battl81h1p t urned baolt and the 
dootor fixed up th1e fellow who wae bound for Jew 
Orlean•• C.pt. Wood1on, t he Pr ee1dent 1e JaYal Aide, 
ltnowe the na• of the boat and the na• of the aan. 
And the Pree1dent would Ulte to know t he oond1t1on 
of thh aan and whether he 1a reoonr1ng. Let' a do 
one of our anappr th1nge, do the atunt a tuff, b;r 
getting word to t he Prea1dent t onight. 

oOo-oOo 
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Secretary of Stat£, 

Washington. 

4Sl , !day 21 , 1 p. m. 

GRAY 

London 

DatEd May 21, 1938 

Rte ' d 9 : 25 a . m. 

FO~ T~EASURY FROM BUTTERWORTH . 

I gathEr that somEwherE about 85 million pounds of 

French funds havE bEEn rcpa.triated sincE May 4 of which as 

much as 65 million pounds wEnt from thE London markEt. ThE 

fi nancial press today place thE csti.matts at 100 million 

pounds and 74 million pounds r everted. 

Th£ technical adjustments entailed in th£ handli.ng_or 

this movement wtrE btg.m last week and through the market 

expected thE pre May 4 condi tione to havE bEEn restored by 

Wedncsdcy or this wE Ek, thE Bank of England rEturn for th~t 

day indicates that thE placing of thE cash acquired by tht 

exchangE cqun~ization account from its salt ot gold is ~ot 

yet completed. Bankers deposits in the Bank of England, 

tlhicb fell from 117 million pounds on May 4 to 88 million 

pounds on ~ay 11 had recovEred to only 93 million pounds on 

May 18. Public deposits , swollen by that portion of thE 

exchange equalization account 's cash which it bad not bEEn 

able to transfer into Treasury bills by "special buying" 

1n 
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in the opEn markEt and by purchase from the Bank ot 

England , jumpEd from pounds 11 million on Hay 4 to pounds 

37 million on May 11 and had only declined to pounds 28, 5 

million on May 18, 

As the level of pounds 93 million tor bankErs• 

deposits is considered low 1n rclntion· to r£ccnt levels, 

o.nd as 1M tcad of· an increase in accuri tics- which might 

have been c::pcctcd in the bank return as an .. otfsct, thErE 

was a decreasE in thin item between IJay 4 whEn it stood 

380 

at pound.s 118 million for two s~cces livc wE~s to 98 

million on May 18, thE question has naturally arisen as to 

whEther the authorities arc pursuing a deflationary po!icy, 

As previously reported the Bank of England bas bEEn 

tending to kEEp bankErs deposits high, Thia bas been 

described t o me as an unconscious slipping in. an int'la­

tionary d~cction, and it is not impossible to conclude_ 

that the repatriation of French funds and its incvita~lE 

though slight resulting disturbance: to thE money market 

1s being used as an opportunity to reverse this "uncon­

scious policy" , ThE evidence, however, is not conclusivE 

and the financial press has not drawn this conclusion 1n 

spite or its c~pcctation of more normal conditions by 

WednEsday last, ThE STATIST , tor example, attributce thE 

still low level of bankErs deposits to thE practical 

difricul tin 
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difficulties of the exchange equalization account rapidly 

acquiring thE reg.u1s1.tc volume or Treasury 'bills 'by 

11 special 'buying" • WhilE thE ECONOMIST and the FINANCIAL 

NEWS takE into account thE coming wfir loan dividend pay­

ments on JunE l or pounds 35 million which would naturally 

tend to swell public dEposits at this time of year. ThE 

ECONOI.!IST suggests that thE pa~ld .. ot war loan dividends 

will present an opportunity tor thE exchange Equaliza­

tion account to ~£store its idle capital to thE 'banking 

sys tcm and urgc:J that this oppol~tuni ~~ 'be taken. 

The fact t~~t Tr easury 'bills to be offEred next 

Friday arc t o 'be pounds 5 million in excess of maturities 

is takEn by thE city Editor of the TIMES to mean that the 

Treasury has found little difficulty in disbursing s~fi­

cicnt funds to maintain easy conditions, and that after 

the dividend !)aymcnt on June 1 thE market ' s 'balances may 

'be cxpec~cd to 'be so fully restored that additional outlet 

for the cmplo)~ent of funds will 'be welcome . 

RLP , KENNEDY 

.. . 
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on S&turdaif morn1J~«, l&a;r 21, at about llt30 J. . u. (lr.r. time) the 

rtderal Reeerve :Bank ot IJew York recehed an order trcm the snr!.gee 

J!ikeba.ll.k ot Sweden to .. n one million pounde at beet. Owi~~g to the 

nenoueneu caueed by t he tore!.gn e1 tuation, a!l4 t he thinneee ot the 

!lew York market, coupled with the l ate hour thie order wu receiYed, 

onl;r 100,000 pou.Dde could be diapoeed ot in the open market a114 the 

r...Under had to be taken b7 the Stabilisation J1m4 ~ainet pu.rchue ~ 

! Old in London. 

Recei p t ot thh order waa umurual ae t he Snrig ee Rikebank haa in 

the paet alwaye conducted t heir exchange operat1o111 in London, and their 

order wae die,P&tehed attar the cloae ot the !)J.ropeo.n markets on saturday. 

Secretary Mor genthau mentioned thie occurrence t o Ur. :Bedey, l!'in­

ancial Attache ot t he :Brltioh »chaa17, on Mo~, Uay 23, and pointed out 

the li.Daeualneu ot t he tranoaet i on and the tact that it waa t he firet 

or der ot thh nature recehed atter the tomation of tl>e !r'ipertite Jgree­

,..,t aD4 oince t he Rueeiane dumped one mi llion pou.Dde on OW' market . 

1be secretary euggeeted that :Bewlq draw thie to the attention of the 

llritioh Tre&W17 1 0 that 1t tbq thought Sweden eboul4 be c1111t1oned ~ainot 

tranaac:tiolll of thie nature, given without any warn1nc on a nervoue market , 

the Secretary would t hen take etepa to epealc to the Swedieh J.mbutl&dor in 

\'lnabi ns;ton regardiJ~« u . The secretary eaid , on the other hand, that if 
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the :Bri t ieh were not inclined to take any action he would do nothing further. 

In lUI¥ eaee, he tatormed wr. Bewlq that no publ1ei t7 would be gi'Oen to 

the tranaacttoo. 

Regraded Uclassified



COPT 

Rio do Janeiro 

Dated Kay 31., 1938 

Reo'd. 3: 35p.m. 

Secretary o! State, 

Wuh1ngton. 

121, Kay 21, 2 p .m. 

Refer to Embassy's telegram 111, Kay 14, noon . 

The Director of Exchange 1n!orme me that the Bank 

of Brazil will announce tod.ay that exob&J188 contracts 

will be granted next week !or maturities and for daily 

quota r equirements of oil , motion pictures and t~~ 

!lour mille and firma operat1JI8 on open aocowtt through 

April 20. 

Dra!te ooveriJ18 merobandiae axoluaively of United 

States origin, reoaivad by the Bank of Brazil for collec­

t i on and whioh matured du.ring the period of April 11 to 

April .20, inoluaiva, will be liquidated by sight draft 

on New York (Baa my telegram 116 of Kay 19. ) 

Please inform Department of OoiDIIeroe. 

o.un:Rr 
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~sticates and Appropriati ons 
Fbcal Yoar 19)9 

Incluclcs rea;>propri.oUona and co:ttract auU>.crhatlons 

j?cmertn9nt or establlsh:>ent JudBet Estiloate 
Approprb Uona 
(Prnoent Status ) 

L• .-1..514 Uvo ostabl L$lr.lent $ 21, 862, 9'Z7 , )8 $ 21, 694, 58J.5o 

Independent O!Cieos: 
m ,8Jl,ooo, m ,sn,ooo. Ci vilian Conse iYUl!.on Corp5 .. ...... 

Civil Set¥1ee ~sion •••••••••• 77, 504, 000. 77, 457, 750. 
!l&llro .d •ttro=ent Board ••••••••• 120, 465, 000. 120, 465,000. aural ~ectrl:lc tion Adb ••••••••• :.'1 ;12o, ooo. 41,702, 000. 
5oc1!Ll ..<OC''til; ~~~ .•.••.•.•.... )29, ?.."0, 00::> . )29, 300, 000. 
Te:nnco~,. f'.ll]_(y -.utbc:r'"lty • ••• • ••• 44, 0:lO,coo. 44, 000, 000. 
Vetrr .. "1!" 1 • !r.L"listr.J.tion • •• ••••• • • ~1.7 ,917~500 .. 547, 917, 500. CU .r t· ............. . ........... . .... 41. 7?9.035. g . 32o. m . 

... ot.a.'l. 1:lluj1cndc~t crricoo . ..... ~1,1.71,106,5)5 . ~1,4'19, 99L.,240, 

..rt."W"'L of /~O"iculture. •• •••• •••• 1, 058, 287,987 • 1, 096, 426, H85. CrcJit ;'-'hinistr ... t.ion •••••••• 6, 582,seo. 6, 582, 880. 
o! Cor.=erco • •••••••••• •• • 46, 782, 720. ~.280,940. or the Interior •.••...••• ll.6, 014, 266. 66 145, 5SJ,46o.& ot J~tiee .....•......... 43. 66?. 76il. • 42, JJ7, 1S5. o!' ~·.AJ.or •. • ~ •••• ~~•• • •••• 2L., 445, 76o. 24, 332, 950. 

.. o. rl"':t :tl ••• ~ •• ~ ~ ••• • ••••••••• 561. , 416, 661 • sse, 941, 694. Ctt icc ...... •..•• •.•..•••• •••• • !/ 79) ,143, 409. !/ 792, 770, 899. 
-" J.:"\.n'·nt •• • • •••••••••••• •• •• 17, 022, 970.73 16, 638, ?SQ. 

r:Ul"'J ~otylrtne:rt.: 

.l("' ~r.ervo Acc~tnt •••••• • •••• 475, 000, 000. 4 75, ooc, ooo. 
'" Iublic Cebt ••• •••••••• 976, 000, 000. 976, 000, 000. 

.tot!:-e-fnl:~ •.••••• ••••••••••• 587, 515, 000. 587, 515, 000. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262, 096, 599. 257 ,1N., 299 • 

:ot.:.l ':'rc S'.l.l')' llt!partncnt,. .... 2, 300, 611, 599. 2, 295, 6<l9,:199. 

c .. ~,cot (''ilitar,y) ........... 472,415,729. 52." , ?BB ,3n. .c. a:-t. .tnt (..;ivU} • •••••••• ••••• 196, 214, 315. 2L.£l ,1.1.4 • /, 95 • 0' .;ol unbln •• • ••••••••••••• 47,744, 702 y 47,255, 155. 

j r-.' ,.o:.s A<hinis tra.tion •..•• 1, 250, ooo,ooo. J , 1.25 , 000, 000. 
Ol\ I o~U> .'o<hinl•tr"Uon ..... 75, 000, 000. 75, 000, 000. • cc ·lt:: .••..•••...•. •••.••.. 175,000, 000. 175,000, 000. ic cr .. Admi.n15trat.lo n ••••••• 1, ooo, ooo, ooo. 21 B6S ,ooo, ooo. 1; 1: .1f\""S • • • ••••••••••••••• 2S ,ooo, ooo. 25,000,000. 
·~n~· ....... . ...... . .... 212, 000, 000. 

l -ltoctrl.!i<::ltion LoaM (!U't) . 25,000, 000. 
r • • • • • •. • • . • • • . • • • . • • • • • • • • . • • 50, ooo, coo. )9, 905, 000. 

~e1~ ....•. ............. 195 )68 75/,.66 

Or~d Tot31 • • .•••• • ••..• •••• 9, 980, 6' 6 ,977.43 10,186, 652,?6J , JL. 

1-tclude~ ert..L'l!ltec! ;<ost.Gl revenues or .:ns, (X)(),GOO. 
Includes C. C. rcvt!moa or ..1.2,255, 155 • 
....:l..., ive or aut•ority ~o uoe rOTolrtnc fund to t.ho o:r1An t or ' L.OO, ooo,cco. 

Ia::rcnae or 
Decreuo 

~ -168, )43.88 

--46, <50 •• 

I 9, 9112,ooo. 
~ . ... :o. 

- g a.04s 

e. I n, r.tl?, ?1:>5 

/Jll 1 l )a 1 u'?B, 

""90. 220. 
-46o, ·'05.82 

-1, 3)0, G06. 
-112,e1o. 

- l), l68, ')67. 
-372, 510. 
- Jr..l., 2~o. 7) 

-4,912, )00. 

-4, 912, )00. 

,t56, 372,W:. 
t5~,2JO,lCO . 

-499, 547 • 

,tl7s,ooo,nco . 

-l35, 0c0, :CO. 

/212, 000, 000. 
t25, ooc.,ooo. 
-10,095, 000 

,1401, ))2, 51.0.57 

Sta~UJI or 
8111 
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• 
• 
• 
• 
• 
• 
• 
• 

In con1'oronco 
• • 
A;lPrDYed 

• 
• 
• 
• 
• 
• 

Ap;:>rovod 
• 
• 
• 

In Con1'cr 0'1C o . " 
Approved 

Reported in Senate 
• • • 
• • • 
• • • 
• • • 
• • • 
• • • 
• • • 

In C-.itt.H 
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lay 23, 1938. 

I asked the President whether he would please ask 
Hopkins to get the milk for the children in Chicago. I 
told him that I was very much worried about the situation 
and the President made quite a few notes and promised 
that he would t ell Hopkins at once about it. 

- -

: .. . 

. . 
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May 23, 1938. 
8 : 57 a . m. 

387 

R.tt. Jr: \'/ell you can tell us v.hether or not that t r.o hundred 
a nd twelve million for - payment to agriculture is 
still wi thin the bill or not . 

6e11~UP Cliff 
\':oodr um: Unfortunately, yes . 

H. 'l , Jr : 

111 • ... 

R • ..: . Jr: 

H. A.Jr : 

v: 

1 . t . Jr : 

H .. 4.Jr : 

\, : 

H. J . Jr : 

I see . Viell -: 

And you know from past experi ence, as I do , that 
\',he never they say a11Ythint. t o the farmer , 11hy it r s 
going to stay in. All you •ve got to do i s s et up 
a yell f or the farmer . 

\':ell, the thing I ' m lookins for - the reason I ' m 
dor.n here early is, I r-ant t o see jus t ~hat t he 
President said "hen he signed that bill, because 
r. e ' ve got a a·~tion that he baid that if they voted 
a ny money for benefit payment s , they ' d have to 
r a ise nev. taxes . 

\'iell that isn't all, :.lr . Secreta ry . v;hen they passed 
the f a r m bill, a number of u s asked him, I v.as among 
them, what t hey expected to do in the \',ay of benefit 
payments . l'!e thou~,ht they ought t o put the limits , 
am they said well the benefit payments would no t run 
beyond the a ppropr i ation for soil conservation, whi ch 
i s a half billion dollars . Then 1.hen the agricultural 
b ill came up, i t c ame from the House at 4.85 and they 
added the other . 15 to make the full half bill ion. 

Yes . 

Nor. this - Just i s n ' t fair . 
anyb ody e l se . 

Yes . \':ell, I'm seeing the President in a fe;, 
minutes , and I - I wan t to get ~self stra i ght , 
just wher e Vte stand, sec? 

Yes . 

Because after all, as you say i t i sn•t f a ir and if 
we •re doing this \\ hy shouldn ' t we ~:uarantee the 
factory worker a definite living . 

Vihy I don ' t - I don ' t knov. l.hy you shouldn't 
guarantee the l a•·'Yer. 

Ri ght . 
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H • .J. Jr: 

'· : 
a. J .Jr: 

W: 

R.!.I.Jr: 

\1: 

B.t.I. Jr: 

\'i : 

R • .I. Jr : 

\\ : 

H • ..!.Jr: 

W: 

R. ld . Jr : 

H • ..I.Jr: 
\'; : 

R.M.Jr: 

- 2 -

If we•re just starting in to guarantee everybody 
there' s going to be nobody left, Ur . Secretary. 
That i s , they forget all about i t that somebody 
has got to pay this bill. 

That 1 s right. 

388 

And they 1re simply going to dry up - that well is 
getting pretty low nov. You lcnoo;; tbat . 

Well, I - that - that's - I'm hired to watch it. 

And it's lower than people generally realize. 

This thing creeps up on you so gently, you don ' t 
know it . First thi.ng you know wt~Y she ' s gone . 

Yes, s ir. 

Now let me ask you - the other thing - did they 
put back, so that v;e - so tlult they couldn' t go 
in for direct r elief if they wanted to. 

Yes , that ' s right. 

That ' s back. 

If we put i n the provision that they could use 
fifty million doll ars . 

Ub-bub. You limit ed it to that. 

LiJJiited to t ha t . 

I see . 

But we had trouble getting it in at all. The first 
t ime I suggested it, they voted it down. 

I see. 

And I had to take it back 1n a full collllllittee and 
they got it 1n there and we had to put that liJJiit 
on. 

Now that comes out -

Out of the lump sum. 

Out or the lumpsum. 
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H. ~t . Jr : 

\\ : 

'!. 't . Jr : 

Fl • ..t . Jr : 

!! .. J . Tr : 

W: 

fi . :~ . Jr : 

v. : 

'l . 4 . . Jr : 

~ : 

El.!\,Jr: 

" . ... 
'l . !. Jr : 

H .. t . Jr : 

- 3 -

Yes , not an additional sum. You see, ·we raised -
we raised the lump r elief sum from a million and 
a quarter - we raised that a hundred and seventy 
f ive million dollars in order t o cover an addi­
tional month. 

Yes . Viall, now l et 111e ask you - is that one seventy 
five - could Hopkins spend that i n June if he 
wanted to? 

Well -

I mean, are you taking off the Woodrum aoendment? 

No, we •re not - we haven ' t t aken t he Woodrum 
amendment off. 

\'/ell I mean - i s any part or that money illllllediatelY 
ava ilable, or does it only become avai.lable July 1 . 

No, I think it' s al l available . 

All ava ilabl e . 

It ' s a ll availabl e , so that ltopltins can make his 
own apportionment . That is - as you know t he 
\'.oodrum amend:nent merely r equires an apportionment . 

Then he could spend it right away, if he wanted to. 

Oh, yes , 

\',ell 

Yes he ~ould bave to under existing l axs , as well 
a s t he Woodrum amendcent apporti on his funds to 
cover the - v;ha t is nov: ei ght months . See it 
started on a seven months . 

NOI'I 1 t' S eight • 

Now it's eight • 

v
1
ell, what • s the advantage or a hundred and seventy 

five from Hopkins' standpoi nt . 

Oh, I don't think it ' s any. 

I don't think. 

• 
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u. ;.t . Jr : 

u• • ... 

H.:!. Jr : 

f. : 

q . t • . Tr : 

r. : 

II. ,.{, .Tr : 

\ ... " 

H. 'l •. Tr: 

t{ . t •• Tr: 

W: 

'l . l . Jr: 

.. 
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- 4 -
The whole argument that we had was for the seven 
months, was to tide the thing along until Congress 
could meet and and see what conditions were. 

Yes . 

So we f ixed it the first of February, which 11ould 
have brought Congr ess here for a month. Nov. that 
was just as far as we ou&ht to have gone . 

Yes . 

But they added another month to it 'and another 
hundred and seventy five mi llion. 

\',ell , I 1m going - say I'm seeing the President 
in a few minutes and I'm going to ask him 1f he 
will untie my hands on this, see? 

And they ' re going to do this . I•m satisfied 
they 're going to probably move up that rural 
electrification aga in. 

They are. 

That ' s the probable -

Viell I thought - the fello11 -·the head of it, said 
he couldn' t spend more than forty million. 

\'.ell, that r s what he said . 

Yes . 

But they begin t o argue, you kno" , that 
here we ' ve got to have electricity in every farill 
in the country, and that there are a lot of appli­
cations, and he said he v.ould need a greater 
organlza tion. flell, then they said, V~e' ll spend 
some money and get him a bi gger organization. We 
must get rid of this money . 

Well the rural electrification, is that still at 
forty, or did they i ncrease that? 

V•ell it was , you see it was forty under the inde­
pendent officer's bill. 

Uh-huh. 
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H. ! . . Tr : 

, .. .. . 

Y. : 

• .Tr: 

:t. l •. rr : 

v.: 

•r •• t •. Tr: 

.. .. 
~ . ; . . Jr: 
.. . 
" . 

\ .. .. 
ll . J •. Tr: 

- 5 -

The Rouse oribinaDyput thirty and the Senate 
raised it to forty. 

I see . 

391 

And f i nally the House and 1t • s nov: 
for t y . Then when this Bill came over, on the floor 
in the House, Rankin offered an amendment and 
put a hundred mill ion dollnrs addition so that they 
h:ld a hundred and forty :oillion. 

r.ly Godl 

And Carmoey, who v;as the head of it, said - "ey he 
said •My organization isn' t quite sufficient to 
spend the forty million, to say nothing of the 
hundred and forty . " 

Yes . 

And they said , •i,ell could you spend the other , 
if you had more organization, " and of course 
anybod~· could do that . 

Sure . Vlell \\here does it stand nov. , Senator? 

Voell, we •ve cut it down to tv.enty- five - from a 
hundred to t 1.enty-five . 

A hundred to t • .• enty-five . 

Yes . So that it makes sixty five oillion dollars 
a year , what v.e said to them, the ,,ay you fix this 
figure - i t isn't just this year , but once you 
fix it, it means next year and the neA~ year . 
And if we put a hundred and ~orty , ~hY it's just 
a hundred and forty evo..ry year. 

l'•eH ll :~;er ~c;lrllilit'-'ll~ort t 7•0 nights a
1

go,t a1~1edi t a knde 
i t/trf~/' peilcen'e t;t the farms are e ec r : i a . 
I don ' t think he loaned a dollar to New 'for k ast 
year , a ccor ding to his r eport . 

They haven ' t done very much. 

I r ead his report. It ' s a ~ood report . 

Yes . 
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H.t.t .Jr : 

,, : 

H.r.t •• Tr : 

\'I : 

H.;A.Jr : 

H. ioi • .Jr : 

W: 

H.i! . Jr : 

1' • . . 

- 6 -

And what they've done i s good . 

Yes . He ' s a thoroughly honest f ellow 1n his 
presentation. 

I mean it 1 s an excellent report, bu t I think­
! don't think he can shove the money out any 
raster . 

"''-• no "''" , . Be don•t want it . 

392 

I see . Well - of course the thing that I'm ~orried 
about is that if we ask for additi onal money, they 
a.re going to put a processing tax on br ead and I 
think that ' s going to be terrible . 

Yes . Yes . --
v.ell, thank you so 12uch a~ ; hope 
go to work on it, I don 1 t kno~ . 

the 

Vlell , I hope so , but I Just get so discouraged, damn. 

All right. 

You battle these things and you get run over . 

Well thank you so much. 

All right • 
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Bello, Herbert. 

Yeah. 

What ' s new? 
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-. 
Ylell , put in a nut shell i t looks as though we'd 
cet t hrough this but temporarUy each succeeding 
cri sis 1s a little bit more tense and fr~htening. 

I see. 

And there' s still a few more voting Sunda~ 

Yes . 

Ah - t his is a r eal crisis - ah - let me give you 
as I think probably the most convenient thing -
I won ' t give you a paraphrase - I'll give you a 
summary ••• 

Yes . 

• • • as I go al ong on these- most consecutive single 
reports that we 1 ve got - this comes from London. 
On nine - Jlay the nineteenth there came first the 
movements of- reports of German troop movement s •••• 

Yeah • 

• • • and these were received at Prague. Beginning at 
t hat time the British Ambassador in Berlin began to 
di scuss t hem.wit h the German Government; he said that 
they were unfounded •• • 

Yeah. 
... he kept saying that through the 20th and 21st, 
but on the 21st the Czechs grew doubtful and called 
up one class to the colors; t hat led to a German 
protest; the Czechs replied that they were do!Qg it 
jus t to reassure publi c opinion and the authority of 
the Stat e in the frontier regi on. Ah - t he Br iti sh 
say that there's no ev idence t hat the German troop 
concentrati on is ot a menacing character but that it 
is on a considerable scale . Then came those - that 
frontier incident • •• 
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Yeah • 

••• and subsequent to that Ribbentrop, the Foreign 
Mini ster , d i d r aise hell. 

Ribbentrop? 

Yeah. 

Why? 

Well, because, on the grounds of the mobilization 
of the 

He r a ised hell with whom? 

\''ell, it came out in every interview. 

Well, I mean, he raised hell with the English or 
with the Czechs? 

Czechs . 

Oh, the Czechs . 
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Then the English kept on and were again told that 
the report s were unfounded but the report of the 
morning of the 21st t o the British is that Ribbentrop 
is in ugly and truculent mood and grea tly excited. 

Ub huh. 

He told the British Ambassador t h• t the Germ£n 
pat i ence was a l most at an end and t~at they had no 
confidence in the intent i ons of the Czechs . 
The British kept on working in both Berlin and in 
Prague, urging patience - ah - Ribbentrop reported 
the provocation ca me entirely from the Czechs and 
declined to advi se - you see the British 
were try ing to get h i m in line to negotiate. 

Yeah. 

Ribbentrop is reported t o have been perturbed by the 
Bri tish warning but told Henderson that if the worst 
c a me to the worst Germany would f i ght as in 114. 

il.'Jr : Yeah. 
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F: Then they doubled t heir efforts at Prague - t hat 
was the only information t he British had a s of 
l ast night . 

1!1/.Tr: I see . 

F: 

r:;..!Jr: 

l' : 

B!.!Jr: 

F: 

BM.Jr : 

F: 

Rl!Jr: 

F: 

HliJr: 

F: 

And Kennedy's comment i s , "Anybody' s guess is as 
good as t he British as to how far the Germans are 
lying and what t heir intentions really are. n 

I see. 

"The British , " he said, "have gone as f ar as poss i ble 
in both Berlin and Prague, warning of t he consequences 
of lack of moder a tion endeavoring to establish a base 
for peaceful negotiation of the i ssues. The ouroose 
of the cabinet thi s afternoon was for t he purpose of 
r eviewing t he s i tuat i on consi dering Halifax' draft of 
the Government ' s statement t o be made in Parliament 
tomorrow. • 

Oh huh. 

That ' s today . It should be coming t hr ough noV! on the 
t icker pretty soon . 

I see. 

"And it ' s qu ite obv ious that the British have no con­
fidence in any German s t atement or prom.ise. " 

Oh huh. 

And information leads him to believe the German &rillY 
is not ready for a first class war and that the 
German command and starr fully realize t his . •However, 
with the type of men in politi cal power in Germany 
t h is realistic consideration woul d have no weight 
necessarily in determining events and the British 
f eel that peace is more than ever at the hazards of 
an accident wh ich gives t he other nationalist i c 
politicians around Hitler their opportuni ty." 

I see. 
"If Germany should actuallY invade Czechoslovakia and 
France in consequence launch an attack on GermanY it 
is the current opinion here ••• " - •current opinion here• 
now, t hat ' s not official. 
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Yes . 

" •• that Great Britain would be inevitably drawn 
in. " 

I see. 

Ah - that is all t he main substance of the situa­
tion except t o say that no one quite sees how 
Russia could get there. 

Oh huh. 

She couldn' t get there without having having to 
fight either RUllania or Pol and f irst . 

I see. 

Now t hat summary i s borne out roughly by everything 
t hat we 've got and including the stuff we get. 

Right. 

If you get anyt hing - really good information which 
i s confidential either way during the day will you 
l et me know? 

Yeah. I ' d probably want to br ing it over to you. 
Th i s is 

All r ig.ht • 

• • • ~tuff is getting pret ty - but you can s ee enough 
from t hat , Henry, to see t hat it Tias a very. • · 

Very •.•• 

th t it is a very - in f eet today I just buzzed 
•• • a di i ing Pierpont - Pierpont Mof fett and tol h m was go 
to report t o you and summarizedit a l i ttle bit more 

optimis tically. 

Who did, Pierpont? 

I d i d. 
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Oh yes . 

And he said, "llo - no . • He said - so we agreed an 
tb.e su11111111ry I gave you, that it looks as if we'd get 
through t h is one but he - his sense is that each 
succeeding situation i s nearer the line and there ' s 
stUl a rew voting Sundays to go . 

ll!.IJ'r: All ri&ht. Well, thank you so mai.cb. 

F: R1&ht , sir. 
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GilJUP IU.ETI NG Way ~.3 , 1938. 
9 :45.a .m. 

r resent : llr. llagill 
Oliphant 
Gaston 
Klotz 

\lag ill: 

H.:t. Jr: 

:.!cR: 

d • ..! . Jr: 

:Jegill : 

l:i . :O: . Jr: 

!.laeill : 

ri . ·•. Jr: 

llr . 
.tr . 
Mrs 
Mr . 
14r . 
Mr. 
Mr. 
lolr . 
llr. 
!.lr. 

Haas 
Lochhead 
White 
Gibbons 
McReynolds 
Upham 
Bell 

(On phone) 
down. 

Find out whether ~r. Bell is coming 
Thank you . 

Ros? 

Would it be possible some time this week to go cheall 
Nith New York end Chicago? 

Well, just e.s soon as I get out from under th is 
stuff that has to be done os of the moment. 

rlorold telephoned me ne thought :.lr . Helverinf lll. S 

4uite thoroughly of ~ not i on to &O ahead if he 
got .... 

;·1ell, I just haven't r ec.d his a~emor&ndWll , arw ·•1 th 
a ll this do~estic and European stuff, just - ! 1 m 
t&kinb care of the thing ~ s of the moment . Thbt 
lsn•t of the moment . But I 1ll be gl ad ••• • 

No, tha t's July 1. 

If you don' t hear from me by Wednesdt~y, go a fter a~e 
again by Wednesday . 

Good . 

We 're \Vor king on a l arge general t ax pr ogr am for the 
year 1939 . Have it for you some time this s ummer. 

Well , as soon as Bell comes down I ' ll tell you 7bat 
happened this morning. Been here since 8:30 . Key 

Regraded Uclassified



.Jag ill: 

Ol1pnant: 

Jar. ill : 

I! . '{ .Jr: 

!.lag ill: 

Olii)llant: 

11 . • .Jr: 

Olipm.nt: 

G~o ston : 

8 . 1 .Jr: 

Gut on: 

a . :J.Jr: 

GE.s t on: 

B •. :L Jr: 

Ga ston: 

39! 

-2-

nave a tax program before that . May nave it today • 

I muat be in good condition . ~oesn't seem t o 
~uickan -r heart beats. 

~outre Just numb. 

1 1m numb, I guess, that's right. 

I wisll I were . 

Tbat ' a all. 

llotb.ing. 

ifhat? 

Notb.ing. 

The Greeks seem to have ~ade a lot of noise over tile 
fact that they ' re going to pay us some money today, 
and t hay1ve got al l the mot i on picture newsreel 
people calling us up to see if they can take a 
picture of the Greek Ambassador handing you a clleck 
today . (Bell comes in) 
I n the first place, will somebody tell me what they ' re 
paying us for? 

They 're paying us, I tllink, a small amount. 

~t is it, a loan? 

The Greek reconstruction l oan, one of tile post-war 
l oans . 
Barry, give me a memo on whot it ' s all about, will 
you? 
Well, I don ' t want to - what shall I say -have a 
burles~ue show here . Have they paid us before? 

1 t llink they gave us one small check once before. 

•beJ baven't been paying r egularly . Dan, I think, 
lalows a bout 1t. 
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Dan, do you think i t 1 s worth pictures before the 
newsreel camera when the Greeks band us a check 
this afternoon? Is i t worth that? 

No, not from our standpoint . It might be from 
theirs. 

I think there ' s such a thing as burlesqueing this. 

I kind of think so . It's evidently the Greeks that 
want it. 

or course, t he Fi.nns have come in f or so much good, 
favorable publicity as a conse~uence of it. 

But we never have had a ootion picture of it. 

~nd they have always paid . 

That ' s right. 

We have always issued the regular pr ess statement 
tha t - for the Finns tha t we huve for everybody else . 

They didn ' t seek the publicity , either . 

How manY votes ar e there in the Greeks? Will you 
(Gibbons) call up Jim b Od ask him •·hether it's 
worth it? 

Well , listen ...• 

Too bad you don't eat in their r estaurants, ~ • 
Secretary . 

What ? Huh? 

I think it ' s nonsense . 

Ask Herbert Feis, will you (White) ? It seems kind 
of - to me a little b it t oo much . And get me up a 
little memo . 
I • 11 get you a memo and get in touch with t hem, see 

what they think. 
Will you please? I'll be available between now and 
12 . Gi ve you (Gaston) an answer between now and 12 . 
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Right. That's all , sir. 

I have a f or m of a press sta t ement. 

Yes . 

401 

You (Gas ton) must have been doing a lot of t alking 
to your friends Pearson and Allen according to 
yes terday's papers . ' 

I' m sorry, I didn ' t read it. But I have. 

Did you (Klotz) read yesterday ' s? 

No . 

Read it . I'm s urprised the way .• • • 

Sunday? 

Yes , Sunday', .•.• the way Herbert's been t alking 
t o him. Read it . 

I' ll appreciat e it . 

I brought it down. (Hands cli pping to Urs Klotz) 

'l:hank you . 

Wha t else? 

• he clippings that were sent out resulted in a r a t her 
favorable notice by Fred Wile and o vert caustic one 
by Ray Tucker, who goes out of his way to take a 
creek at the Treasury every chance he gets . 

Vlho does what? 

He goes out of his way to take a crack at the 
Treasury ever y chance he ~ets - Ray Tucker . 

What' s this particular cr ack? 

Oh it ' s - it says t hat the Tr easury Department has 
be~n circulating the Secr et ary's testimony befor e t he 
Committee, and that ~ost peopl e think that the low 
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pricm of the Government bonds are simply an 
evidence that business conditions are bsd - the 
high prices of Government bonds . 

George? 

I have nothing this morning . Doing some work on 
this wheat, b ut haven ' t got anything that looks 
l i ke an answer a t all . 

un what? 

On the wheat surplus. 

Babcock is going to be down here Tuesday. He'll 
pu~ a stick of dynamite under you all. 
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I Know of one of his suggestions that he ·Hired to 
Bill Uyers . Get rid of ten million. 

But that's ten million. 

l:ly the way, George Warren hus gone back to the 
hospital again. They haven' t much hope for him. 

I ' m sorry. 

~ou suggested that wben Ur. 
on the California branches, 
and I end be get toget her . 

S.c t which 11ay? 

Uiggs got ready to ac t 
that you and ~r . Taylor 
He•s ready any time. 

Vlell , you wanted to discuss it with him, I understood. 

Well, I mean absorb them or delete them or add t o 
them? 

Tbey have appl i cations pending for eleven br anches , 
and he ' s disposed, I believe, to grant two of those 
applications . 

Well, what - bow ebout asking them to make good on 
their original statement that they were going to 
put up that additional capital for those two? 

.~ell, that ' s one of their state banks. This has to 
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do with the National Bank . 

Yes , but I ' m in the Government , ~nd I can' t d is­
tingui s h on t he on e hand t he pl edge t ha t Mr . 
Ci~nnlni makes t o t he Federa l Deposit - from t he 
one hand t o t he other. 

No , I cbo ' t e ither • 

••:ell, yo u can t ell :.!r . J.,i ggs for me thLt b efor e I 
sit doNn and t a lk to olim I we nt l.lr , Cicnnini to 
:n£ite ~;oou on t oe promise th·· t he mHde to t he 
Feoer al Dep:>s i t Ins urance, of •· .. 1ich I as t r ustee 
o~n tll tue s•ocK. 

:.lr . Cr o.tle;,· li nd :.!r . Gia nnlnl a r e su;>;>osed to be 
tLlking ~bout thrt ln Ccliforn1~ this week. 

No.-: , ~ ca n c ontrol tne ...:o:n;>troller of the l;urrency . 
!lo., , I t ell nim t hat 1dr . Cillnnln1 •loesn ' t get one 
tiling until ae m~kes goo;,~ on the other tning wi t h 
F eder~>l Deposi t , of wnich I um tru~ tee for the :3tock . 

J.nd seve r al othe::o tnings ~<hich don ' t concern bra nches 
t. lso . 

Well , t he tning i s froo:en until he makes good ; there ' s 
no use t a l l!i ng to me . 1111d [ • i s n soi!lebod.y would tell 
tnt~ t t o :Jr . Gia nnini. But .uake sur e th• t you h~ve 
Gi a nnini ' s st~:. te~ent in ,;riting th<. t ne ;;ould ) Ut u p 
t na t million dollars in ca,>itt<l. libve you go t t m t? 
Is thLt E vor a -of- ooutn thins? I sent thlit so Cr owley 
Joesn• t e r a .. ! out tne way he al ,.,ys coes . Coes he SliY 

1 t in .rrit!ng? 

.. e h1we nothi~ from C1Fnninl , no . 

;Jell aon ' t put me on the enJ of a limb unless you 
have ' it bec&use Cro:tlet .voulu eo righ t out t he 
.v i ndow.' Unless Cr owley ht:s sooetiling i n writing 
f r om Cinnnini .• • ... 

lle hi'S notning . 

.'lel l t nen , ae c a n ' t be so noble . 

:lel l , t nere e r e plenty 0 1 oth.,r r ea s ons f or no t 
dol~ :lr . Giannlni ~ony f&vors • 
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Do you see the angle I want to take? 

Yes, I do . 

If Gianninb according to Crowley - I think he 
did it in writing; look it up- ••• • 

Surely. 

• •• promised F. D. I . C. t o do certain tbi.ngs and 
didn't, t hen why should we do something for him 
i n another branch of the Government before be 
makes good? But will you go into that? 

Surely. 

404 

Now, Dan, this is for you and the rest of them, 
strictly confidential. I saw the President, drew 
his attention to February 16, in which he s aid -
what ' s tha t last sentence? 

That "parity payments would increese the present 
authorized cost, and in order to make such payment s 
it will be necessary to pr ovide additional revenue 
needed to finance them" - speaki ng of the agricultural 
bill . 

Well, the President said that be told them that fifty 
times, ana what's be to do? 

I seid, •Well, t hat ' s wha t I 1 m here for . I wanted to 
see you before the leaders came over.• I said, •I 
don't want to get into this.• 

•Have you talked to Wallace?" 

I said, "I don' t want to get into the discussion a bout 
parity payments . n I s a i d , "I jus t want to know, what 
are you going to do about tha t statement you made on 
February 16?" I said, •If I wanted to get in, I 
might say, well, what about parity for the gasoline 
s t ation operator? Why not Jus t pay him pari ty, or 
anybody else?" 

•But • I said, •I don ' t want to get in on it. I•a 
just'- what are we going to do about that sta tement 
tba t you made?• 
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"Well," he s a i d , "I 've s a i d it fifty times . " 

I said, "I know you have . But I 'm not going to 
go around to l obby one way or t he other . But I 
went to know , where do we stand on tha t sta tement?" 

So after kind of helllllling vnd hawing he sai d "All 
right , I ' l l tell t he leaders I ' m going to s~nd a 
letter up asking for additiont. l t axes . " He said 
t hey can get a very innocuous t ux on - I t hink he 
said waeat and corn, which no one would pay much 
~o ttention to - i f ::e can get tha t on whea t and corn. 

So I brougnt it t o his a ttention . I fulfilled my 
obligc.tion as Secrett.ry of the Treasury and I ' ll 
Just sit tight now. 

You mean to r aise 

212 million.. 

• • . 2 )0 million by processing t ax on whee t and corn? 

He didn't order us to do tha t . But this is a 
letter - this i s a s t a tement by t he President of 
the United States tha t if tney put in - what do you 
call it?- . •. . 

l arlty payments . 

••• parity payments, tha t ne would send up - he 
nould ask - they ' d nave t o furnish aaditionEl 
revenue, and as Secretary I feel it i s my Job to 
a r aw nis a ttention to tha t. If I cen1 t do anything 
about i t . .. . 

That ' s pret ty nearly the poorest way to r aise 200 

a i llion dol l ars •.•• 

I think it' s the worst way . 

~ntirely deflationary. 

Tax on bread - if people a round this town want to 
be political, I • d say 1 t ~>Ould be t he number one 

bull. 
Perfectly dumb. Ought t o repeal your excises , suspend 

Social Security. 
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Di d you c all t hat to his a t tenti on when he sa i d 
that ' s how he ' s going to r aise the money? 

I didn' t have time , but Ne •re on r ecord with him, 
e i ther here or on the Hi ll, or bo th places - with 
JJoughton t ha t we 1 re opposed to e processing t ox. 

But it appears t o me tha t if the President has said 
this additional expenditure is going to be met by 
additional r evenue , it is your function to suggest 
where t ha t r evenue shal l come from . 

No, no , «e have taken the position definitely - no . 
Very definit ely , no , ever since I 've been here . 
;;e wil . d r<.w the attention to Congress that they 
ure short tna t mucn, but as to the kind of t axes 
I neve s a i ci repea teuly t hli t I ,·,ill not suggest to 
:ongress waa t ~inu of t~xes . ! s t hn t right? 

Yes , I think i t is . 

Well , 1 know you ht~ ve s tayed away f r om t he processing 
thing, but the Pr esi dent hliS sent some messages 
suggesting the kind of t 1>.es . Stay away from the 
processing tox. 

J.f the President woula let me - after all, I ' m nis 
appointee, I•c not an e l ected officer - if he ' ll let 
me speak my mind, 1 1 11 speak on processing t ax; 
not only th>t, b ut I'll speak o tha t t hing too . 

l s hould imagine - don ' t kn011 the position you have 
taken but I should ima~ ine that a consi dera tion 
of th~ t echnical possibilities anJ which is more 
suitable for the occas i on should <. t least be 
forthcoming f r om the Tr easury t o the Presi dent . 

'Nell, as a matter of f act, neither Bell nor I -
I th1nk I ' m t a lking f or both or us - are going t o 
!let very much e xcited, b eo&use the 212 sti cks, 
we ' ll get no r evenue, bod r •ll be t anyone thr ee to 
one on it . Right , Dan? 

That 's right. But what I t hink the Presi~ent ought 
to do is send word to t he Capi tol that he 11 ve to 
t he bill if t he proviSion is in tnere. Everybody 
that voted f or the bill tbought at tbe time tha t the 
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provision would not be put into effect unless there 
was additi onal revenue to cover it. 

"nd you and ... both believe in pictures . 

Thot would be ten c ents v. bushel, wouldn ' t 1 t? 

lie wrote it eight cents on the wheut and two cents 
on cott on. 

r'i ve cents on corn &nd tt~o c t en s . . .. 

'1/e had 7/allace nere f or hl)lf en hour this morning . 
Get that, Harry . Wallace t~a s here for half en hour 
this morning . So he ~not~s jus t where I stand • 
.. e l l , aoyNay, D&n, fo r bo t h of us, J.tve been tnere 
end we•ll see Nhut hoppens . 

O. K. 

/,nd I don't think r nything will happen . But I 
couldn ' t sit in this chuir ond not dr aw his attention 
to his own stat ement. 

I s till insist that H you a dvance the view tha t a 
certa in method of r e ising revenu~ is bad, it mus t be 
supplemented with, in my opini on, suggestions as to 
wha t might be better ways or r aising it. 

~y dear B&rry , I' m not going t o do either of them 
until the President moves . I meLn there's no use 
until he calls up either Bell or ~agill or me and 
says, "Get oe a mess&ge r eady." See? Then, if he 
a sKs us t o g et ready a message on additional 
r evenue and he specifies pr ocessing t ax - then it's 
time for me to do something . But in the meantime 
all I've got to do is to dr aw his at t ention to tha t 
sentence which he made. Novt, the next move is his. 
W~at? Is there any disagreement on that? 

Well , I ' ve s t a t ed my view. Probably wrong. 

No, wait a minute, you're two jiiiDPS ahead . 

I thought he Ne S fully cognizant of your attitude 
toward the processing t ax. 

I think so . I di dn't say anything this morning 
because I didn't have time. Only a sked for five 
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mi nutes . Di dn ' t have time . 

And when you call this stat ement to his attention, 
it is equi valent pr actically t o saying tha t you're 
opposed to this parity payment, which is perfectl y 
a ll right . 

No, I made it very c l ea r . I sa i d , •Kr . Pr esident, 
~ ' m no t getting i n on t he propr iet y of parity 
payment or no t . I ' m s i mply here to draw your 
attention t o your own statement . l~ow , what you 
going to do about it? " That ' s a l l . And he left 
me with t he impression that he ~ould send a 
message up simply ~>Sking Congress to f urnish t he 
r evenue . And t hen he sa1u, "If t hey want t o 
furnish it, the easiest .<ay to do would be t hr ough 
a processing tax . " 

1'/hich i s exac t ly the point of issue tha t I ' m making : 
t ha t he is not conversant bppar ently ~ith the 
alterna tives befor e him and he is going t o t ake a 
certai n pos i tion with Congress without having t he 
benef i t of your suggestions and advi ce a s t o what 
the o t her a l ternatives would be . I ' m t hrough. 

All right . 

Now, Uan, tha t ' s all I want ed f rom you . I f you got 
o ther business 

The only other t hing I have is that the A?propria t ion 
Committee have hear ings tomor row on t he Commodity 
Credit ~orporation item, among some other s . Do you 
want me to handle th~ t f r om t he stendpoint of the 
Tr ea sur y? 

Would you please? 

All right . 

I 

I 

Now one other thi ng . In talking to the Presi dent , 
I sai d " Di d you kno·.v tha t t hey have added 50 million . 
t ha t y~u c an - may spend 50 million dollar s f or direct 

relief?" 
He sai d , •No . Well , wasn ' t that i n t he Bouse bi l l ?" I 
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nNo,n I said, •no .n 

"I thought it was.n 

"It was not in the Bouse bill. n 

So he said, "Do you think that ' s all right?• 

I sa i d , "No, I don ' t.• I soi d, •In the plan 
I 1m working on, you may want to spend a hundred 
million dollars for surplus cr ops and cotton . to 
make clothing fo~ destitute people . And i £ I can 
work up a plan, 50 mi lli on won't be enough. " t1" .. . .. 

40! 

S - * o he said, •Well , tell Barry t o make it a hundr ed . " 

See, he a sked me how much. I said, "You ought to 
ha ve a t least a hundred ." 

So he said, •Well, call up Harry and a sk him to get 
o member on the floor t o make i t a hundred . n 

So you (Bel l) go al ong on that, dodt you? 

Yes, I think that' s all right. I really don't 
know how much will be needed. 

I don • t either, but you could very easily use a 
hundred. 

I should think so, yes . 

Very e asily . 

i:larry, this i s stri ctly in your thing . They're 
beginning t o sell on balance from abroad . 

Very lightly. It's elmost zero over the whole 
period. 

Wha t? 

Trivia l transactions. 

But in view of what' s happened l ast week . • •• 

It hasn't showed yet. I suppose in t he coming weeks 

I 
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it would increase . But curiously enough, the 
oper a tions her e have not r eflected t he inc r ease 
in the dis turbed situation of l est week, to my 
knowledge . 

410 

I don ' t agree with yo u . I ' m sorry . I think this -
I don ' t agr ee with you. !laybe you ' re not u p- to-date . 
'-'ut I think this is what t he Sol'edes did • . . . I want 
to t lllk to you t wo (oohite a nd Lochhead) right aft er 
t111s t hing . I think it is nighly indica t ive . 

Ob yes, but I was r e f e rring to purcb&ses of our 
securiti es . 

No, I mean this is as s trong L wind - this is 
part of it, and I think it is thi~ plus several 
other thing s tne t nappened, IIIl i ch I think ar e 
wo r thy of an analysis . See? I mean I don' t Egree. 

"!here \IIJ S < very l ar ge outflow of funds the l &st 
week t b & t we h ave r ecord o f , which is t .vo weeks L<go -
shor t -te r m funds • 

.t t h ink the r e is - I me!J n I think there is much mor e 
going on than ~.-ny of us seem to Kno.v. I me&n t ha t ' s 
the w»y I feel. 

Polit ically? 

llo , :r~oney , money . 

The Ba M of Englanu 

hnd _ e xcuse me - I don ' t und6r s tund ~ny - the rea s on 
I • m a sk1ll6 r ou , L t docsn 1 t mad:e sense to :ne t ha t - if 
t

11
ey ' re v10rrying &b->Ut Lourope , 11hy shoula t hey be 

sel l ing our stocks? 

//ell, there are two worries . 

Now, Ba rry , don ' t - t his i s too important . 
don ' t k.now, don ' t guess uny . 

If you 

"l.'ell , if I don 't imo>l t:.bout tb11 t, ther e is no t h i ng I 

do know. 

You d on't see~ t~ . 

I 
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Well, you mean we disagree. 

No , excuse me, I don' t tl\ink you' re up-to-date . 

Not wi th t his morning . 

I don't tl\ink you ' re up-to-date •.tit!\ this last 
week. I don' t tl\ink .••. 

Uaybe we • re not t alking about the same thing. 

Yes, we ' r e t alki ng a bout the same thing . And if 
soaebody disagrees with you, that seems to - you 
say t hat I don•t Know . I suggest you read t his 
morning ' s p&pers . I•ve also t elked to Feis for 
the last fifteen - I oean I tt•lked to him l ast 
night a t 10 o ' clock, I telked to aim this morning . 

1 

nnd nobody ' s told me fr om your shop that ther e has 
been a l a r ge amount of money going out of here the 
l~>s t tliO weeks • 

We couldn't possibly e .. t th-. figures except the 
week ending Wednesdey , anu you got the l!> test 
figures . 

"ell, has anybody suggested - did anybody go up 
from your place to New York to find out? 

uhy large funds are f l owing out? 

I mean you 've pr~octically got a "orld War over t his 
week-end, and you sit there and SLY nothint signifi-
cant is going on. 

No, I didn't. 

Well , I mean •••. 

I asked you whether you meont pol1 tically or 'Iii th 
r eference to our securities . 

I 

I meant through the f oreign exchange field , i s 
anything going on, i s there ony indi cation th~t I 
tnese people are doing s tuff with t heir money. 
know they are. I haven ' t got anything from you. 

information than I have , certoinly, l 
Well, you have more 
if t ha t ' s the case . 
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Well , tha t' s wha t I s a i d . Jus t be ca use I don't 
agree with yo u .•.. 

,/ell, we 'd better begin all over again. 

I suggest we would too . Very definitely . 

Well, l et me fi nish tlvo other things , will you? 

Go ahead . 

vne is tha t the ~exican s1Lu~ t1on i s proceeding 
h ccor d ing to schedule, and I don ' t know whether 
y ou 've done anything further or whether you ' ve 
hea r d from Hull . 

hnd second ly, the dr aft of the speech is r eady if 
yo u wa nt i t . 

412 

I me~n I s~id the o ther aay 4uietly - I mean the 
s tuff tha t I ha ve to ge t out or our r esear ch 
people with a n expend! ture or a quarter of a 
million uolla r s - I've go t t o pull it like t eeth. 
hnd here we 've got a thing which is nip end tuck 
e very hour .vhether ae 're going to huve ~ wa r in 
Europe, and I know tht t s tuff i s go i ng out, a nd 
11ben I show you that they ' ve been selling a nd t hey ' ve 
been selling f or t he lPst three or f our we eks -
three or f our days , you s neer 1- t tha t . 

No , I didn ' t sneer a t it. llut did you see the 
amounts, Wr. Secretary? 

Yes . Yes . 

And you still t hink ttlL t 1 s ve r) i mporta nt? 

And I s t ill say, as one of L dozen things , 1 t may 

be i mportant . 

IV ell • ••. 

Because when something happens which i s contrary t o 
what people would normally do ... If the; f ea r a 
war, I ask you people, .vha t does it mean. 

Vlell I was a bout t o e xpla in, but you s eid 
I do~' t think we ' ll get w:.y•here this oorn!ng · I'll 

wri t e out ~ vieRs . 

I 

I 

Regraded Uclassified



H. :.I.Jr: 

'Ahtte: 

H. 'I . Jr: 

-mite : 

Ei . :l. Jr: 

Lochhead : 

I! . 'I. Jr: 

Lochhead : 

B . .. ~ .Jr~ 

Lochhead: 

413 

-16-

I suggest you read the cables . 

I don't like that implication . I think I'm right 
up on top of what's happening politically . 

I don't think you 1re on top of what was happening 
in the money markets l a st week . 

Unless you've got somet hing over the telephone or 
socetning that is not ava ilable to me, Nbich is 
quite possible, I'm ready to di scuss that subject 
a ny time you want it, because I do keep in touch 
with it. 

hll r~ght. krchie? 

The Bank of England was on the ::ire just before I 
came in here with the fed . They said naturally 
there ' s been nervousness over the week-end. The 
mf rkets were or derly over ~he 11eek-end, ho;7ever, 
•bey consi dered th11t tne nervousness wi ll continue 
for some time, don ' t see any s top in i t . However , 
he does feel -Bolton does feel that the situation 
~s f a r a s Germany and Czechoslovakia had definitely 
sl fckened - t ension had slackened since Saturday . 

You a sk Knoke for me, please, Nha t 1 s been going on, 
if he can give me ~ summary of what's been going on 
this last week - movement of cepital in and out 
tnrough Saturday - tha t I'd like to know within an 
hour .. hat nis opinion is, please . .'/hat do you think 
ba s been happening? 

\'/ell, I think up to the middle of lest week, at least, 
there was a little money - maybe a few securities 
beine sold, but I think most of the money that went 
out was short-term money in our security field. Now 
I think probably you're going to g e t a reversal 
s t arting from about Friday, that there won't be any 
more going out - probabl y coming in again. 

Vlell, Arctlie, why should all of h.urope be selling 
our securities a t this time, even ttlougb it i ss 
small amount? 
IJo you say that from the European standpoint or the 
domestic standpoint? 

I 
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From their standpoint - Europe . 

'Nell, .l I think probably the situation there was that 
a lit~le French atut! went out, Just a small amount 
went back, and I think probably they were raising 
liquid capital a~way . Tbey•re nervous over tbe 
gold situation over there . A man's scared and he's 
not taking a ~ong position at any time. Be ' s not 
putting money over bare to make profi ts at the 
present time; be's trying to make sure he's got his 
hand on his money. 

Nothing. 

Wac? If anybody - if we hear anything on cement, 
would you let me know? You're (Oliphant) working 
on cement. 

(Nods yes) •hey 're coming in Tuesday , aren't tbey? 

l'lho's they? 

Atlas . 

"'o s r:e who? 

You. 
llo, they're coming in to see Peoples; promised to 
come 1n on Tuesday. 

Atlas? Tell, steel people are Universal. 

On that's rigbt. I t's Universal. Well, the steel 
pe~pl~re the first people we bad . 

Smith is coming down to talk to the Admiral further 
on tuesday, according to the minutes . 

Did be call up for an appointment? 

tb t appointment a t the conference we 
No, they made a 
bad the other day. 

Oh. 
to come back down. Said they'd call you, 

You told him the better coae down, so he •ade the 
but you sdaidt th!t dav to come down Tuesday. 
defin1 te a e ' 

All r igbt. 

I 
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llay 23 , 1938 

Rreldtntial CoAf\rup\ lop 

The Bureau ot Labor 6teUatice ruidential 
bll1l41q peralta tiaureo tor April indicate .., i ncreaoe 
ot 10. 8 per cent on r larch or tbia ;year but. a deer.,..• 
ot a ro1111d J:' per ceot rroa April 19)7. The att.ochecl 
chart abowa t ba extent. t.o wbieh A~ril or l u t :rear rep­

re .. nt.ecl tbe peak in roaidenUal conat.rucUon with • 
drop ot aL»oat ) () per cent in the following aont b. 
Applicationa tor inaurenee in our field ofticea ere aYer­
•&l D& • • h!ch in t.ha t1rat three .. aka ot lla;y t h!e ;year 
u t.be ;>eak weeki in Apr il, and t.be pe reent.a&e ot t.beee 
.. cb week repr• • ent.1111 bo .. a t.o be conot.ruct.ed 1a eUll 
a round 53 per ceot.. 

!aplo1aent ln the reaidenUal conat.rucUon 
f i eld •• lndicat.ecl b1 t.be Bureau ot Labor St.ot.iatica 
aeriea abowed an i ncrease in A, ril ot 5.S per cont. onr 
llaroh u d a dacraal a or appr ox.lU t.el;y 25 per cent. fro• 

Apr ll 19)7. 

11an;r bwo1Dan aerioa are abowilll al .igbt up•e rd 
trenda in la;y aa co•parcd wit.b April, and our om aeriea 
on •or ta•c• 1naurtnce do not i ndicate bh~t the aeaaonal 
a pr i n& peak in buil .Un& t hia ;yen h i n a deeLlni n& pbue. 

... 41S . 
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lay 2J , UJ8 

§MALL HQME JORIQ£9£ IISQRfiCI 

Durl.Dc the week e Ddillc la7 21 , aortc' ces a.,lected for ap­
,r• teal wt1l a pproxiaete '2), 0000000 - wilh t wo offieeo DOt 
:rat reporu,., 4 0 820 aortcecee tor a to tel of $22, 601, 278 
bad bean Mlected tar a p, rolaal durilli the week. Tar lhe 
correapo...U1111 ~eelt o! 19)7, aortcacea aelected IIWibered 
3,004, .-nu,. to ll.2, ne, 3e5. 

Dw"iDC the past week 2 , 497 nort~ageJ, or 52 per cent, covered 
,... bOMs to be c~nstrucwd, ud dur\ng tho wee k coDStruc t ion 
wu atert.ed on 1, 775 ,.., ...,u bouo. 

LARliL SClL& p]§IF groupo 

llit.h t.be 1en n odd1U onal proj ects on whlch f 1nanc1"i UJ'L "l!O­

aonte bad bean coa~let.ed during tho .. ce~ .. nd11l6 l.ley 21 , under 
tb& J.arce ocel e re nto1 hOU8illl iuur• nce progrDa, there • ere 
66 project. n.lued •t "l'l'roxiaa~.ely ~66,000 ,000 - in opera tion, 
uad8r cou t.ruction, or ~<1 th t1none1QC ·rcngeaent.s coapleted 
•• ot that date . or t.beoe, 19 nlued I t tH,256,000 are 1D 
opare Uon, 21 nlued a t $19, 000, )()() hre under constr\lc tion, 
" ""' oa )), ncl.acd e t $28,8,, 000, !l.JIIonc~ arrA ag.,.,.,nts bad 
been e<~~~:;>l.atec! u or la7 21. 

PRQPl.RII WllOJfiM !.l)t!S 
a ore tbaa 2, 400 le~ i..D%tituUona were reportin& property 
lapro...eat 1- !or i.DIUl'•DCe , IUid durlug t.be week, 7,ne 
oote1 tar .), !1~ 5, 279 were a ceep~.d f or 1Aaurl'llCe b7 Flllo - tbe 

aecond hicbeat nelt since the """ .. eadMnta . A;>prorlaetal.¥ 
~29,225 ,000 i n property 1•r•roveoent loau bl!d been r •ported 
for i U ur&DI>O ~6 of l r.J 21, 

I 
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TREASURY DEPARTMENT 

INT1Ut OI'PIC. COMMUNICATION 

4 porl 1!!1.,. ot U.o v. s. Oon'-•i 

!!91'1" _,.at mw u.. J!!tt n •k 

, ...,.....,. boD4 pnc .. a4ftl>e!4 1 t o 7/32Db luther~ u.. poet 

"'"I<. wi U. t ha a••noce price of tho!! houn em. or callable attar 8 

yN-n !dYaDClDC a'bol:lt &/32ado. Prioot at tba •D4 of U.. !!tit ••ro about 

-.t tbo1r h1cht ot tha 7oar ad lD. tha anrap a'bollt 2 3/8 po1Dh • bon 

tbo lo... of tho 7oar u4 oul7 1 1/8 polDto tr,. tha all•ttae hip r .. cho4 

1o Dec•'bor, 11136, !he Mrlott we qa.iat to c cdorcttl7 actbo each daJ, 

wi tb al11bt17 lower pncot oR IIOD4q ud fuo4q 'boliiC offeot b7 nt1ng 

;>ricO! the balance of U.a wool<. .lcthl\7 fto larcol7 lD the on.-t~ 

counter ~~~al'kot ODd nportt 1Rdlcato tradlJll ,.., pri.nol pallJ lD .atl late, 

Pricoo ot -rr .. .....,. notoo thO'O'ed aclftllcliiC tollllaaclat eech daJ, 

altboucb ~to-4q chaJICet ware .atl u4 tra41DC llpt. £4•aDCat 

ra.oced froa 1 to 3/3:i/IJ4t f or U.a thort .. turUht to • to 7/32D4t tor 

tho loocar -tu.rl \lao, 

Corpop\t Jop4 Marktt 

Dllnoc tba put .,.g: baUer CJ"de ut111Uat ad lllYatt>oullt quall\7 

1n4uttr1a1o, partloul&rl7 the COIIYarUUa u4 thoro prlrlltt;e ftriOtJ, 

conU=-4 1A talr ._.,._ lloo47'• .l.l.l 1D4uotrlol anr~o o4nDce4 1/2 

polDt, the ut111t7 aYOI'&&e 1/• po1Rt 0 bmt tba rail anraco 4acroooo4 

1/8 polDt . !he ocablao4 .l.l.l aYOI'&&e 1~~eraua4 1/ • polat. 

lladl- u4 lO!!r crade 'boll4a .S.CllDo4 4prl~ tM wale Kt price 
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l ou .. were -.11, Yi~b ~ ncepUon of ~ ran boncla 'IIbert l ou" 

....,p4 to aneral pointe, llo~'• U.+. bollA prtce ann&e 4ecr&eee4 

• 

2 1/4 po1Dh to & poet t1011 2 3/4 polnh below tbe kaf 11 l'KOUJ'7 lnel, 

B)' groupe, ~be folloriiiC ob&llce• nre reco..S.e4 lD tbe :au anrecea1 

rall bolide 4ecr&ell4 about 3 1/8 polllh, uUll~7 'l>ollde 4ecreaa14 about 

1/2 polDt &114 llld.uatrlal 'l>oD4t were about UDelwlced. 

I!! S!euri'' Iaaet 

'!he oll17 corporate filluclac of laportuce 1aat ,...11: .,., tilt aale 

o! $2,000,000 of l&ll Rher :&l.ectrlo Llcbt C~Cl7 flnt aortpca 3 1/S. 

of 1968, '!hla laeue "'' eo14 at &D lnterut coet to tbe co.p&~~~ of 

3,0182 perciDt &lid. reoftere4 to 71114 a'l>ov.t 2. t26 percct. 

Thera are a zraaber of oftertaca 1llted f or tbe near tllture ed 

below la &lwen aoat of t beae. Yoet of \be offerl~~&~ are of the 'l>etter 

&rad.e t)'pe, but tbla ll t)'pleal of t he e&rl7 •ta«t• of & "" laeue 

urket, Aleo , a oe t of the offertac• are for refc d.lac purpoue. 

'"""·' 
@oppt Pp.rpott 

1. Soul Antonio PII'I>Uc S.rrtce 

•• $19,000,000 
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2. Coneol141hd. :14hon 3 1/21 33,000,000 

!o retllnd. aewer&l hlcher 
CcrapOil lai'Citl, 
'l'e reUre ~ line of 4 1/21. 

3. 

•• 

lloWlt&iD Stet .. 'l'e1. 3 1/21 00,000,000 

u. s. Stff1 1o-,... debe. 100,000,000 

'fo rep&~ &d.Y&Defl. 

Half of procee4a to rtp&J 'b&Dlt 

10&DI A \be balance for central 

ezpllld.l turee, 

p!tlert ' Portfo11ol 

l or \be fourtb eucceu1we ""11:, Ae&len re4Dcl4 tilth• total hol6-

ince of u. s. Oonl'llllltllt eecuri tlfl &Dd «Ul'&Dtee4 obUpUone. !ba 

reduc tton t bia 1r1ell: .,CWlh t o $16 .8 DilllOIIt. Chane" b7 croup• are 
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( la a11Uou fd clellan) 

Bo141op Bo141op 

•rtt llar21 tlb"\C! 

!re&lllrT booda 38, 8 :n.s - ?.2 

• Do tea (1 7e&J') u.s 28.2 - 6 •• 

• I (1-6 7e&n) S7,0 36,5 - o.• 

• b\lla 0.8 4,S .. 3, !1 

H. O. L. c. boJicla 5,3 1,i -... 
1. l, II. c. boll4a 3.6 1 . 6 • l.i 

121,0 104.2 - 111.8 

, ........ , ...... 
fte follOIFiDC t nAaactlooa "r• •-t.cl 1a U.e 'In Torll: urut 

c!nr1a& the put weeki 

hlobet!t 

$107,000 2 7/fl/. of 1irl!l/60 at 104-,1 a /o Diltrict of Co1•b1• !tachtr1' 
Rttl'l·-t J'lm4 

w.u. 
$ 3,000 2 3/""- of 19!11/64 at 103. a /c :PtrllhiDC Ball M•orial J'wl4 

1,000,000 2 3/fl(. of l Mfi/ 47 at 105, 2 a /c Cirtl lltnice Rat1reaat 6 

1,000,000 I I I 106,3 I Dhab1lU7 J'M4 

\ .Q78,ZOQ I I I lO§,l\ I I I I 

i 3,081,700 

!he JMtral Ra11nt 1J8t• replacM 1h bcl41Jiea of $ai, 687,000 of 

fr•RrJ billa which -brl4 lut Wt4JI,.tq 117 tbe JlllrCballl of 

$44,860,000 of tbe aft !r~ bill 1UU •tvU& ~t 17, 1N8 

aa4 a total of tl4 ,U'7,000 of !rNaftrJ billa •tv1DC be'"- .Tat 17 

aa4 ~t 3, l NI. 
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$ 3 ,000,000 3 3/tf, 'fr.&IU1'7 bow of 1'UD/ 43 
4,QOQ ,QQQ 2 1/'Zf. I I I 1'U.9/63 

$ 7,000,000 

Pvgb···· 

$ 2,000 ,000 3 1/fl/, 'frMIU1'7 boD4a of 1941 
1,000,000 3 3/tf> I I I 1941/43 
4,()QQ.QQQ 2 1/'Zf. I I I 11146 

$ 7,000,000 

It ,.. a\a\e4 \ba\ \heae exehaDC•• \nil \o aquallla •turHr 

d11tri'bu\1o11 1n \ba SJ•t• .leeount bol41J1Ca, 
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To: The Secretar:y 

FrOCIU Kr. lofaaUl 

1 . Loa Allplu Experiment 

Crns1aa1oner Helftr1ng, Mr. Marra, Head ot the Technical 

s tart, and Kr. "~; ~.ad or the Loa Angeles unit came in tc4ay to 

discuss the prcgreliiJI or the experilllent, All agreed tbet the moat 

notable acb1n8ment -a the better preparation or the oases llbi ch 

could not be aettled but must be tried betore the Board or 'l'llx Appeals. 

T"ne turtber tact ia tbnt tha Loa Angeles unit has ..,de a better record 

so tar in attaotin& settlfiUnts tbe.n has heretofore been made b:y 

reprosentetiYeS ot the Bureau in the tield, 

2. Stete officials' eelariea 

Robert 1ackson called 1a1t to sa:y tbet in his Yiew the 

SUpreme Court deciaion in the Port Authority caae indicates that the 

?ederal Goftrnant baa the power to tex aalsriea or atete ottio1als. 

State offioiela haft probabl:y not """n tiled returna in tbe past and 

all!loat certainly heft not paid !'ederal inOCJllll taxaa on their aalariu, 

Hence , under the preaant law tha:y • ·:Y be eubjeot not only to the tex 

but to intereat and penalties tor 1J11U17 beck years. 1ackaon wanted us 

to ccneidar whether tho President might DOt send a new letter to 

Congresa pointing out the deairability ot ~diate legialation under 

.Cich the 'l'reaeury lfr:>uld collect texoa on auch aelariea tor the future 

but not tor the paat. 14r. Olipb.&nt and I expect to go into the quaa­

t 1on thoroughly tcaorrow afternoon aa soon as ,.. haft had an opportunit:y 

to stu~ the Suprea. Court dac1aion. 

3. Tax adminlatration code 

Protesaor Treynor or 0&11torn1a baa been directing the work 

or ooditying the lawa and court deciaiona relating to the adla1nlatretlon 

ot all tbe internal reftnua law. Tbe job was an enormous undertaking 

but Traynor and his steff haft now coQleted a good }llrt or it, We are 

now making plana tor the n ww1 nation or hie dratta by a.n in the Bureau 

ot Internal Reftllllll and in tbe General Counsel' a ott ice . We then _,t 

to Plbllab the coda so tbat it can be e xamined b:y the public before 1t is 

actuall:y enacted into law. It ,.. can get the coda coopleted and adopted 

it will conaUtuta a •Jor achie-nt, It will probebl:y take at leo,.t 

e COUple Of ;,.are to coapleta the eD&Otlaell\ Of the Coda o 
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I TREASUNY DEPARTMENT 

tNTat Of'P1C& COWMUNICAnON 

.... !Jay 23 , 193~ 

YO Secretar~enthau 

llr. /~ 
The Business Situation, week ending Uay 21, 193~ 

,_ 
SubJect : 

SWillllary 

(1) Business activity, as indicated by current statis­

tics, continues to hold at a stable level, and the current 

week has seen little net change i n t he underlying situation 

'i'he ::ew York Ti mes index has i :nproved slightly during the • 

pnsc three vteeks, following ite April decline to new lows, 

r1t~ the cajority of its components m1owing improvement dur­

\nb the first half of l~y . Easy money conditions have 

brou~ht further impr~vement in prices of Government bonds, 

~nd have doubtless been a factor contributing to stability 

1n stock prices. New orders for products other than steel 

h•ve been well maintained during the first two weeks of l~y, 

and in the case of textiles and building mater ials have 

s:1own distinct i mprovement . 

(2) On the unfavorable side of the pi cture , commodity 

~rices this week have turned down rather Sharply, with out­

standing weakness in the metal group. New orders for steel 

have declined slightly further, apparently in anticipation 

o~ a reduction in third-quarter steel prices, which did not 

·.ateri alize. Automobile production has continued its down­

wcrd trend, with a slowing up of retail sales . A reaction­

ary tendency has been evident in railroad bonds, following 

~~eir recent sharp i mprovement. Stock prices in Great 

3r1 t a1n have t ur ned weaker, with railroad stocks reaching 

n~,.. low levels. 

(3) While no surface evidence of a nearby upturn in 

'lusiness activity is apparent , and while the psychol ogical 

etrects of recent monetary measures have been disappointing, 

one cannot ignore t he evidence of underlying business im­

rovement provided by the rising trend of bond prices , by 

the recent stability of stock pri ces in the f ace of unfavor­

eble developments , by i ndications of a r eopening of t he 

crp1tal markets and by an upturn 1n new orders . The length 

ot t1me which mi,y be required to t r anslate t hes e into a 
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r1t1n< buainess trend will depend to n con siderable extent 
on pu~llc psychology. Since t h i s i s known to be affected 
so::e·.wnt by seasonal. infl uences , t he genore~ tendency now i s 
to el: )eot tha t recovery w1ll be delayed until fl'll. 

':'l1e possi bility of war b etween <rermany D.lld Cz.echoslovalt1a 
\1 •. 1ctl n rooe at t h e end of t he week, introduces an im.>neasurable' 
:·~c-or i nto t he business outlook. To thc> extent th~t.t it leeds 
to bwineer .uncertainty and hesitnt i on, it s 1mt:ledi ate ef fe ct 
lr l l~ely t o be unf avorable . 

The steel s i tuation 

" .. e 1 . ortant news of t ile 7teek wa~ t : .o announcement of 
t ~~'U-qunrter steel. pr1cee at unchN~ged l evels, excent for a 
: e- .inor 1\dju&t!llents . T1.e maintena nce o f p rices was a 'Opar­
e::t::.. 'l:i~sed on t ,:e t h eory tt.at a nrice r eduction would bri ng 
:Htle 1:nnr oveoent in voluo e of eal.e& so long as t he bueiness 
o•1t1oo.~ r enained uncerta in. In t hP. " F r1t, '?rice r eductions 
. ·vc fr(ouently occurred .:tr t cr bus1nes~ hrd beeun t o 1mn rove. 

'•'ue nnnounceme nt waP. not made untl.l i lay Hl ; hence t he 
nE-'" or ders or the U. s. Steel Cornor e.t i on for the 1veek ending 
:.•y 19 a r e likely to remain l0\'1, following the lo·n figur e of 
.,., , vvJ ton e (equivalent to about 26 percent of capa city) re-
orteol for t h e week ending 1.:ay 12 · Dur i ng s ucceeding weeks , 

:.m7eve r, t he volume of new orders si1ould rurn i s!l a more or le;~ accurate meaFure of' the ac t ual l e vel of deoand for s teel . 

~ .. e rete of steel ingot output i ncreased f r actionallY 
t .. lE "'eck t o 31. percent of car>ac i t y , a contr a- eea sonal L'-
ru·:c ... ent foll or.in;; six succea~ive 17ecks of ::;r~>dual decline . 

. \ ace uulat i on of order s i n so:.1e cUatr1ots Jus tifying t :-te 

42! 

·• "cn1n - of some mllls for a li;:~1ted t1me was nrobebl y rc:~onsible . Durin~ t he firs t three weeks of ~. steel ~ro­.:.1o t1~n has shown ao sl i gntly e;r eator t hnn seat:onal reduction 
- l'.J, .• t .1e Anr1l level . Tne decl i ne in ne1'1' oruer s r ecently hns 

ce:1 onlt rya rtlY reflected in steel outnut , since thg ind'.lst r y 1~ P l!'ftrently working on a backlog of order s a ccumula t ed dur-

in; A'lril. 
I n t he automobile i ndustry , sales estimates and p roduc­

t i on schedules tor t ne r eJnaincler or the current quarter are 
- e i nc; r e vioed downward because of a elo171ng-un of retail 
JPlee durlnr; Anr 11 and L'aY . As a consequence , the prod~ction o~ c~rs during t he second quarter ¥1111 s!10'" a consid er aoly le~- t.'U\11 s ens onsl. gain over t ile nrst qurrter . A more or 1~5c rolon~ed shutdo~ ror model ch nns es exnected dur ing t h e ~.1~.e~, while likely to he ve some e ffect on buoiness activity, 
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~~y cause leso than t he usual seasonal reduction in automo­
b~l~ steel buying, since t h e automobile companies this season 
~~ve been buying practicall y no s teel . 

The new orders situat ion 

T1-!e trend of new orders probably r epresents more ac­
cur~tely t han any other series the basio trond of business 
actiVity. While exc essive inventories or finished goods in 
;te hands or manufacturers may prevent an upturn in new 
~rccrs being i mmediately reflected in increased production, 
a continued rise in new orders must eventually resul t in a 
·,J.e.her level or i ndustrial. output. 

430 

!n Chart l we show our monthly new orders index adjust­
e.: fol' seasona l varia tion, carried bacl: to 1925 · mJ1e our 
~reli •nnry estimate for A~ril shows some falling off from 
the l:l !;h !.!aroh l evel , it remai ns above the ad justed index 
!or Februnry . Sinc e the new orders index is in t ere s of 
' ollnr vol uee , and prices were hi eher during t he earl y par t 
o! the neriod, the r el a t ionship between orders and production 
at t hut t l me 1s not so i moediately anparent as during the 
lat;rr ~art of the period . 

· Orders tor products other than steel have improved some-
1"'11lt during the first half of l:tly. As compared with an 
n·ter £168 weekly index of ~g .o duri ng April for products ex­
cludinG steel, the second week of ~y shows a preli mi nary 
index or l!g , 9 . Build1ng materials and textiles le.rgely 
!l.ccour.t tor the uoturn. The decline in steel order s has 
red•~ced the total· weel'.lY in:lc:~t t o 6~ . 1 , o.s co:npared with 

1'· ~~rin~ A~ril . 
SecuritY orices 

A f urther r ise i n Government bond prices has been acoom­
~rnied by additional i mprovement in industrial and utilitY 
b~n~c , and has doubtless been a supporting f actor 1n the 

ctool~ •nnrket . 
Stock prices ho.ve held very steady t his week, sl i ght l Y 

below t heir recont highs, despite weal'..ness i n coflllllodi ty 
r 'ces unfo.vorable earnings and dividend repor ts , and var i ­

ous other depressing influences . The market declined 
sli ~htly at the end of t he week on the Czechoslovakian 
cri~1s t hougb no i mportant acount of selling appeared, and 
~~e voiume of trading remained relativelY lo~. A persi stent 
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decand tor the better grade or dividend-paying issues appar­

ently indicates that underlTing the steadiness of the market 

1s the influence of recent monetary-expansi on moves . Brokers 

regard the failure of copper stocks to decline mor e than 

frRct ionally on the anno~~oement of a full 1- oent reduction 

in the domestic copper price a s providing some evidence t hat 

the general market is well l iquidated. 

A steady decline i n British stock pri ces has aroused 

some nppr ehension over the industrial outlook outsi de the 

United States. Industrial stocks in London ( s ee Chart 2 ) 

have declined practically without interruption si nce the mid­

dle of April, and rail stocks have reached new low levels . 

Commodity pricee 

A decline in commodi ty pr i ces this week, particularly 

in the metals group , for t he most part reflects larger 

suppl i es due to an accumulat i on or stocks resulting f rom the 

continued low l evel or industrial activity i n t his country 

and some falling orr in demand abroad. For certain commodi­

ties , such as wheat , it i s the result or an outlook f or in­

creased supplies. 

Copper pri ces have declined most sharply, domestic spot 

copper being reduced 1 cent a pound to 9 cents, f ollowing 

several days of declining pri ces abroad . An increase 1n 

American copper stocks during April to the largest t otal since 

19j{ , and the expectation that foreign copper statisti ce tor 

thnt month will also be unfavorable, were i mportant market 

I·actors. 

In Judging t he significance of commodi ty price t r ends, 

1t is ~nortant to tecogni%e the difference between a de­

cline due to increased sunpli ee and a decline due to decreased 

deaand or to deflationary-monetary influences. While the 

former may have some unfavorable eff ect on sentiment, it 

does not r epr esent a weakening of the underlying pri ce struc­

ture . A decline due to decreased demand, such as that in 

the spring of 1937 , or one which refl ects deflationary 

monetary i nfluences, such as t hat in the fall of 1937, 

woul d have unfavorable tm9lications in the business outlook. 
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A drop in wheat prices th1e week ht.s resulted from re­
~or~ ~ of favorable crop conditions 1n this country and 
Crnn1n, v•h1ch have led to a beli ef 1n some quarters that our 
tot '· l wheat c.rop may reach a billion buehele . General exoec­
tat~ons have been f or a crop around 950 m1111on bushels -
rollo•·11ng the Government 1 s r qcent lar~;c winter wheat fo;e cast . 

~cfloct1ng unfavor able wheat prosnects in Southern 
:·ll' ~"C and a desire to bu1ld up wheat reserves various 
: ":-" enn count rie s are repor t ed to have entered the exoort 

' r '-et t:~& week. Italy is sai d to have cont racted for the 
t:rch·.sc o! 20, 000 tons of 3clgar1an grain e.."ld to have 

: .~·J. Lt on~ cnr~::o eac~ of Australian and Argentine grain. The 
.• t ·r~nrc ~overnment recently ner~tted the 1ooortat1on of 
:· , O:'l" to:tc of \':hea t (about 330 , 000 bushels) and ls exoected 
~:> ">U!'chace r.iOre ln the near future . 'i'';e French government 
':- Ccu t::?rl<.ed the purchase of )O ,COO,OOO bushels , of whlch 
c:\' - t'.trC\ 1s reported to have been b?'.!£:ht so f a r . 

The general outlook 

Following the : allure of busine s s to sto.r t a ::;eneral 
:. "l!'OVt'rn ent at the time of the usual sprinr; u")turn, econo­
.l.:~r. nnc1 businessmen generally have t u::oned to the belief 

t:.r-t no recovery i s likely befo::oe tall , when seaconal influ­
!nccs wUl c..,;nin favor a rise, a.'ld th.'l.t ~urine; t!lc s ummer a 
111a further recession 1.s possi ble. 

T~~· exnectat1on seeos largely nnt ter ned after the usual 
:e·s?nnl movement of business, and reflects a belief that 
·~~s~r.al influences will ·oe aza1nst a.'\Y upt•.:rn be tween now 
•;: · A "'-.l'St . Vlhlle oast experiences can furn i sh no oore than 
•:-. ! . .:Perfect gulde to future trends, it nay be s1snif'icant 
•· .- ~ in ne1thor of the two busi ne!:& recess i ons most nearly 
co .. nr.r able to th!.e , in 1907-190S and 1920-1921, d id th e usual 
ec-~ono.l decl i ne ~revent a gradual irJOrove~ent ln adJusted 
busine~s indexes during the s umme r mo:tths . 

A comnlet e 11ou1dat1on of excess inventories is probably 
not eosent1al to business recove ry, olnce the adJustment of 
l.nventort~s may be compl eted during the ea.rlY stages of a 
~uslnees unturn . An index of s tocks of manufactured goods 
•bl1shPd by the Deoartment of Commerce (See Chsrt 3), While 
~ot suftlclently comorehens1ve to be a dependabl e business 
··l·'c 1nd1.cntes that the business recovery starting 1n L~Y 

1921 be~ at a ti~e when the stocks of good s included !n 
:~ls indo~ were not tar froo their peak. Un!1lleC orders nt 
:!:at ti·~e , accord i ng to a De'[)artoent of Co:taerce index shown 
0:1 tho same chart , had not ye t reached their lo\'1. 
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Sooe improvement 1n bueiness sent iment he.a been appar­
ent during the pa.et week or two, according to reports from 
sole& executives in various industries to the Journal of 
Col1llllerce . An upturn in business during the fall is sa.id to 
be wi dely expeoted and 1 the opinion i s rather uniformly held 
that business hD.s shown its ability to l:'esi st a. further sharp 
decl ine since the turn of the year , and that the trend must 
be upwnrd1 • the reduced t hreat of labor domination followi ng 
the def eat of 0 .1. 0. candidates in the Pennsylvania primarY 
h~s peen a faotor tending to improve sentiment . 

The timing of a business upturn will depend to a con­
siderable extent upon public psychology. While seasonal 
influences would suggest an improvement during t~e fall, 
bUsiness may tu'rr. •u!)werd before that time if the present 
le\•el of new order!t is maintained or if eome new stimulus 
an~ears . The Czechoslovaki an crisis, however, introduces an 
immeasurable but potentiallY i mportant factor into the world 
business outlook. To the extent that it results i n business 
uncer tainty and he sitation i ts i mmediate effect may be 
unfavorable. 
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TREASURY DEPARTMENT -~ 
,... 11. ..._ J:arn• 

itpe llpaeclps 

ln \hh •-,...._ i \ h ••-" Uoat Uoa hae ti-lec will 'M coao­

rtoed to ibe retwl41,. . .. tM JUe u4 llept•'Mr aotea, oo.h\udlec ia ibe 

!IIIOUllt ot 618 ailliou aa4 1596 aUUoaa, "IIJ'!!!Unl:r, a \o\al ot 1, 31• 
. -

allllou. 

Pr<a \he a\alldpolll\ ot the aara\, the preeeat Uae preeeata aa .,... 

collent opportwllt;r \o retu.a4 a part of ibe abort teno dell\ 1D\o 1oec \era 

llanda , time p1aoiec ibe abort hno -rat 1D a 'MUer pool Uoa w receln 

later llorrowiDC it colld.Uioaa han chall&ed, lloib aa to cp ... 4e\eo a11d Moo.n\ 

ot short \eno dell\ oo.bt.u41ac. tile dell\ h lleiac re4uce4 lip $150 aillloao 

each week throa&h ibe weeld7 reur-\ ot llllh u4 it ibio h cont1au4 

each wMlt \broach ,r.,.. 115\ll u4 the .rue ~te4 llilla oo.tatu4111C ia ibe 

IIIOWit of 2150 alllioaa are paid ott 1a caU. ibe ll1ll ullt wU1 lie re41>ce4 

t o $1, 150 a1ll1oao, a rea..cuoa l17 tM wllole oparatloa ot ~ ai111oaa. 

lt thea ibe ,r,.... u4 Sept•'Mr aotae are retlla4e4 1ato lloau, ibe MCI'IIIIIt of 

that porUoa ot tM dell\ 4u 1D oae :rear will 'M re411ooe4 t o $3,820 a1llloao, 

a rednct1oa ot $1, ... alll1oae. 

rroa tM ~ a~1at, a proca- ot retlla4111C 1Dto loec wno 

bonda h ideal aa U h ftltl7 iapor\allt that the traa....,. lie .... r read;r \o 

tlnance aq procr-, ~"• ot Mrllll\ coa4U1oea. I.t la the f'lltare we 

hue a 4ecliaiiiC '"",._' •~1t;r •rllll\ u4 a re1w:taaoe oa tbe part ot 

lneawr1 to taa loac tem -n u .. , U wiU lie • relief \o aow Ula\ the 
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abort te111 Mrke\ h ill w.ah a poa1 Uon \ o rece1n aq f1Aallc1nc operaUoa 

~ t.ha Treaeur)'. Bowner, I Wlllr:: tha\ \btl Treaa1U7, b7 1h operaUou 

ri \II 1 b caah bal&Acaa which 1a.fluaca baall: re .. naa &114 azcaaa raaanaa 

a11d tM a on.,. aara\ pnerau,., baa car \aiD raapoaa1b111 \ ha which ...,.\ 
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ba coao1dara4. hrtha .. ora, U 1a 1apor\allt to \!Ia fra&eur)' \btl\ \be 

gonl'lllllaDt aacur1 t;;r marlatt eloaa not rha unclnl7 an4 \IDa baca.a aore wlnaJ!'o 

able to l a tar clenlOP"D ta • 

.lt the praaant Uaa, tha\ portion of \!Ia elabt .. turtne w1 WD l ,. .. r 

prortelaa 118&11c1ble Jialcla u4 the porUon dll.a or callable w1 \ll1ll 5 ,...ra 

proT1el .. Jiel4a of len \llall l parcant. fha abort tam clab\ of tbe goTano­

.. Dt cona\l~taa the chief por\1on of the abort tara aaaata of ballka acel 

t1nanc1el illaU ~tiou acel a paucl t7 of wch paper akea len atfic1ant 

t.ha oparatiou ot tbe tillanclel atru.emra. !he a\raneth and high prlcaa 

of loag boDcla h dll.e ill part \o tbe l1aUa4 wppl7 of abort ta111 obl1~ 

tiona and tha el1a1n1ah1ne raturna that tha7 prortde beceuae baDlal and 

other 1Dna\ora are forca4, for the aake of .. Z'IliDCe, \o CO into tbe lone 

tena f1olel. fbllo aq reduction 1n \!Ia ahor\ dabt would tur\llar aggren\a 

the probl• ot 1n'l'la\ora. A.a po1DW4 c•d 1D a prnlCIIU a&IIOran~, tha 

loll& tal'lll aODaJ ra\a 1a elraaclJ \!Ia aoat aanoitl .. aoD.,. rata in \!Ia 

0111ta4 Stataa. .b a rarcalt, f .. r ot a prlca dacllna 1o nar preoant 

aDd 1f the preanra t o an\ar tha long tara field baccaea gr .. tar dll.e \o 

a fiU'tMr ahor\aga of ahor\ tara papar, ao will \!Ia aaaoUl'l'anaao of the 

IIIAl'i::et 1ncraaaa . U -• el• outrata4 laat 7aar that -.. balllr::a he" Daa4 

to Uqv.iclata a-nti•• una frca \hai r lone tara bold~&Dd wa a&7 

ozpac t thio to ba \raa 1D tha tuw.re. Ia C&llllO t azpact, uaclar prao•t 

concll Uoaa, tha \ ~ wi ll mra \ o \be Ja4arel Baoana 671 t • tor tuDela, 
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011 the other bu4, U U.. 1oac \ a111 -.rat h eta"M.• prl"a alp\ J'lae 

~o a 4aacerou lenl 'bolt I 4o fMl Ula\ pro.4ct lneotact pollcleo rill, 

w a cuta1D uta\, tea la\c __ , hlp pJ'loea u4 the cone~•ac 

rl~k of ura\ 4epreclaUon HCU"4lell of tile cuh arul a\le for ua aa4 

. 
\blo lllov.l4 \a • n taJ'4lac 1Dfluece oa the 'llpnz4 \Nil4 of price a lt 

pro•a111DC coll4ltloaa ooat1aa., 

Jroe \hla abort 41aew~a1on, \be quaUon a- \c noha 1taelf la\c 

'llllotblr tbl !'Na1UJ7 lhoul4 •cleo\ tha ll-a•U7 of pnper1oc 1 halt f or 

UD.fa•ora\le oon41 Uou la the tll\un an4 oonuaa. \c ...,tbar• the .. rat 

or oboul4 tba acute ohortac• of lhort ta .. paper \ e tllrther agrantl4 \7 

a roducUoa l n the aaow>t of obort h,. 41\\ outatan41DC \7 refuo4111C 

$1,214 llilllona of U ln\o loac \oll4a, \laa aaldoc the 1oac tara rate aon 

1'0lnera ble to tllture tren41T It 11 ., aucceaUoD \bat the trea1UJ'7 follow 

a 11144la C<ni.J'aa aa naar aa po11l 'ble. Sach a couroe ...,....te the off•rl.DC 

of bo\h a note an4 a boD4 to the bol4era of the hiM aa4 lept• \er •turltleo, 

Ao \o a note offanac. a n ... , ..,. 1 1/8 parcat 11 ngeoh4. hch a 

DOte , bue4 on the curreat .. rat, ehoul4 aell at a pr•l• of allout 7/etl>l 

of a polnt , wblch certalal7 a-• cple. Aa \o a 'bon4 offarlac, t h e qu.­

Uon 11 DOt ••7 \o anawar aa4 t he \elance of \hle •-ran41a 4aala w Uh 

\hla eubJect, 

Llat14 below are t hree poae1'b111t1ael 
11&1. Mark!\ Ieala rz=-1• Iafioa'" 

{1) 2 1/Zf. 191!10/53 {13-15 ,aara) 

{2) 2 1/2'/> 1948/58 {10.31 ,aara) 

{3) 2 a/~ 1951/fO {~J& para) 

2.38 • 2.42 • 1 1/4 ph, - 1115/321l4a 

2. 30 - 2.40 • 1 3/4 ph. - 7/8 pt. 

2. 56 - 2 . 55 • 2 3/8 ph. - 1 1/ 4 pta. 
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!be lo,ical aad ooaeena the hne w01:11d be a a 1/:tf. dated 19fl0/63, 

Bowner, U 1e qv.1te poeaible to ~d Uw urutv date to U56 if a 

opUoDal offerlac of a IIOte h pwea, whieh 1e a aore 4aeirable date •• 

433 

tar •• aaturi v dhtribv.Uoa of the debt 1e coaceraed. hell aa i u ue alloald 

"''' ri\ll ia»41ate wcce... na 2 1/lle of 1949/63, ouh'ADAIDC 1a Uw 

• oWl\ of $1,786 llillione, are cv.rru\17 quoted 101. 17 bid, whieh at \hie 

price pno a Jle1d of 2. 35 perceat \o Uw firet call date &D4 would differ 

!rora a 2 1/:tf. of 1950/63 oul7 ia Uw\ tile 2 1/zf. of 19'ftJ/G3 11 a loa~er 

bond b7 6 aonthe to Uw oall da \e bv.t ehortar to tile aarui v date 'bJ 

6 aontlle, if placed ill 1953. It neh a bond no offered, H would 111 Uae, 

I bel1no, .. 11 011 praeUcal17 \be ••• b&eit •• the ouh \&Dd!DI ll 1/zf, of 

1949/53. Tile oul7 obJ aoUon , ae I ••• U, \o aaklDC aa a44U1oD&l offeriDC 

of tile 2 1/2• of 1949/63 h \be ehe of \he 1aoua and tbe tne\De .. of tile 

of!ariJll. 

'!'be two 1uueo w1 \b. a 10111 callable period R~&•ete4 ce rta1nl7 IIM'e 

their ed• antqee. The debt aaturiDC in \be l HOe u4 • rl1 19'f1Je 1e hea"7 

aD4 a bolld callable ill what &&7 be terae4 \he .. ,41_ leJll\1!.1 field ba.t 

7tt lle• 1Jll i h aaturU7 in tile 10111 teJna t1el4 would certa1ul7 be a 4ae1,.... 

able lame froa \be 'l'reanrr'• e\&Ddpoint . !be •1D 41fficulU.ea 111 \be .. 

two 1uuea lie in \he pricilll of the 11oua aDd \be final ioterpre\&Uoa 

rill hue to be left " tbe aarbt. !lie 2 1/2• of 1'~48/68 if f1CQJ'e4 to 

the call date, a • ebowll abon, allould 10 to a p..-i- of abOI:lt 1 3/4 poillh . 

l!on•er, if n look at the aarui v date we f iad \he aarltet bath 11 about 

2.62 percent, wh1eh 1e oouiderabl7 &bon \be 2 1/2 percut COI:lpol1 rate. 

'l'he 2 3/4.e of 19r.3/63 4o not hue \hie 41ae4ftD\qe becaue it f1pred to 

\llo urutv date at C&UTUt leftle U etill alloul4 ••11 at • Mall preai-. 
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Jat Udo, I Mlleft, h a 1M& h- fer 'llub te tab .... lloaD - a 

laret par\ of t.he -\ulac 1•-· Ia U.. .,.n U bu -- \1M apail"' 

1• c• of lo111 llo.U wUil 10111 oallPla pariou \o raa uto tiffinlUM 

-"..,. 4a1'1111 \hell' Ute .... 'llub to .. , .__ ..,. qllloJd7 \o .a 

boaA•. .a.o\ller o-.,ecuoa h \lle epenlaUoa U aScll\ lea& te U \lle h­

qv.1CII1T &O•• \o \lle a a/e pa1ah preat•, wtucll h 1a41oata4 '117 fiCVllll 

u to till n ... , oa11 .. ,., 

.U\IIoQCil I tlllall: 11\ller h- wnl~ ••• wUil ' ·4taw --·· \lle 

olrri..u U.,.re of a low oowpoa h- w1 \Ia a loac oalla'bla perlM ellftl~ 

oo\ be o ... rlooDI., aliA, u a pro\acUoa eplae\ t.he•• U.,.re, aa op\ioaal 

off•r111C of a ti .. Jial' DO\a ellftl~ 'M .... wi\ll •1\ller of \loa \wo h-•· 
Balow h p'Ooa \lle CQJT•\ bill prioa .... U.. •ri~~t\1 p~• 11141ca\a4 

bT tile bid prio• for \lle .JaM aliA lap\•bar 110\•ea 

2 7/8• - 6/16,U 

2 1/31 4w <i/1&/M 

114 PriM 

101.16 

101 •• 

''R' rrw-
1 pole' <i/ laDU 

JtJ/ IaDU 
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Stcretnr~ of StatE , 

\{o.ohi ngton, 

~OS'! , 

440 1 'o.y 231 1 j)oill o 

GRAY 

London 

Dated !.lay 23, 1938 

Rec'd 9 :25 a .m. 

---
FOh TR.::ASl<~:." FRO . 'lUrTER\IORTB. 

·- -

The franc h~d been r ather heavily offered this 

morning, ThE French control firnt ocggcd it at 177, 62 

442 

then nftcr golc1. fi:dng ullo,·•cd it to so to 178- 5/8 and 

now tht " ritish control is gi ving support a t 178 and 

29/~2ndu , Not much business i s bei ng done at t hE momEnt, 

Ev~n ~~e dealErs criticiz E the French authori t i es for 

nnnt1ng thcll• n=ur.1tion i nstead of 1m:utd1ately let ting 

the market tnkt thE r o.tE to the level at r.blch a 

determined st::nd t;!ls to be m'\dt . 

Dollar h'\S of courSE btEn very much bi d nnd has 

r mchEd 4 , 94-~V4. ThE pressure H?.S soon castd by large 

dollnr o!llts 1n Paris by Lazords , 

Tht dt~nnd for gold has revivEd end sovereigns 

ore quoted '\t s?t , 

Al l other mc'\rkEts simil arly nrc n ervous . ThE jobbers 

hnvc marked do~ s ecuri ty pri eta but the volume of 

trnd1ng 
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- 2- ;'440 , lhy 23 , 1 p . m., from London . 

tr ·1dtng r M:\ins small . Wa r loa n vJbich stood on Frida y 

nt 101- 3/ 1C l. s 1n fact nov: b1d at 101 flat . 

I 
Th E gcn tr~l fEEli ng 1s that tht ptak of this 

cri si s 1. s now pns .t but thst thE 1ngrtd1mts rEIIIai n 

rtcr t a tt 1t ut nny timE . 

KEN11EDY 

HPD 

I u \ .. 
.. 

"~ . . 
\ ' ••••• l ' 

•• 
t .. ,. ., 

• • .. 
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fi"EO IERAL R.CSIRVE 8AHIC 

01' NEW YORK 
444 

hFFl<:;t: CORRESPONDENCE 

COIF I OIITUL nJ.II 
DATI' M!l ·~· 1811. 

suBJt:er• Tl!l.IPaon connenxoll •rn 

l. •• ··~·!!:!·!!!----·--- IAQ; or IICLI.I p 

Jol\oD oalled lr. Eftolle ' ' 10111 a ••• a !ben waa a 4Htd .. 

~pro••~t 1Jl tbe aaro.-a 81\aaUOil to4a)' wUb • orlteta lllleb liON 

ordtrlT, but •oat p.Orh avprebenahe. ""en' dnelopaeah, wttbftt 

~u tltton, bad bad a ••rr b1d .t'tecrt oa buaue .. t.a aenvel. h~~nea •ere 

Olle tt.e tb1a aorotnc t bey ••re quoted 11 bJab at lT9 to 

the pound. Be beUned 'bat Cuiauel. 1oat oerhtnly in exo .. a ot 

£110001000 todaT tJ71AC to bold \ be trano. !be frano' a wealmeu wu 4\lo 

~rtetly to t he 1Dteroot1onal a1tuat1on and not to anytbin1 that bad 

hlpp!ll'led 1n rrllloe. 

loleta app .. red ""It e d t he llel111111 bad 1n:;u1re4 of hi• 

onr t he phone wbetbor be oould at•• tb• doll•r• qa1nat 1oldJ 111 

reepon" to tb1a 1nc;u1J7 be bad 1t0ld tb• aoae U,ooo,ooo ADd aa a reault 

probably at•• ua 1014 tn LoodonJ ... that llthraot01'7f llr. 

replied th1t bo 11• no obJH\f.ODJ tt, .-,t any U e o, we r.lt •• 

hnd eceueulated enoaab 10l d 1o l.olldon we "0\\ld f rankly tell llU ao • 

.klsttrd .. appeore4 nenou .. oonal4el'inl thelr nuaber two on Bitler'• 

Uet, but n .. a tros Caechollonlda were not dhaouraa1oCJ te• belhYOd 

that ADytbtna ~d ooae of tb1a attuattoaJ nnertbeleu 1t would talte 

at leut a -\b to atz weelra b.t'ore oon4ition• aiaht be oalled no,.al 

l&flill o' o , 1 , II 

0 lr. IDoke r.rel'l'ed "' \ba ol'ller we reoeiYad troa 1nr1111 

111 kt bt.qko oa eetllan.:J' to aell U,OOO,OOO at bOR• Jolton tbOGiht t he\ tbe 

l•tdet, ..;...,..S: •• QQt«* , 0 teke aoUoa and added Ulot bo\b Bu-• Alreo 

'ad r0111oalnta b .. ,.,-.... doU•ra tJ'0/8 bta tbio 1101'D1•1 (a'towt 

n,ooo,ooo ..-). 
Lllt!tl Regraded Uclassified



PAR!U.L P.ut.lPIIRUI or Ut-•v RIOIIl'J:D 

ftOJI: Aaer1oaa •taall)', Parte, 

..,:r as, 19ll8, aooa 

IO.: 813 

RU8B 

J'RCJI OOOIIJlU, 

J'raaoo 
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Ozeoh-GorMD ai tu&Uon oauao4 8ba7:p upae~ 1a hano 

•rkn ~hia aorauc; ~hho waa a avoag d-.a4 for ahrllaC 

a~ 177.80 whon the b&Dlta opeaod, wbioh -• ae~ by ~e J'reDCit. 

control. A~ ll&lri I tall:od 111.~ the Bcmk of J%anoe, aa4 

-· ~old ~~ a~ tha~ ra·h ~he oolrtrol lt.o4 yieldod 700,000 

po'GJI4a. \'he rah ~baa re~rea~e4 ~ 178.30, aa4 by lla lri 

~he oonUol lt.a4 loa~ a ~oal of 1,000,000 poaa48. J.ooor4-

1ag ~o a:r fr1on4 he -• rea1H11li at Y&riOWI lenla, an4 

a~a~e4 poaiti<rol:r he would no~ pormi~ the rate to dip 

below 178.90. ltucb of the fruo aollillg -• local, he tol4 

ae, u4 London wa11 &leo aon41ng in iaportaa~ orders. 

Iational 01 ~:r BaDk t rad.or ~bUlk a earl:r aalaa aro 'bJ 

opera~n• wbo bad. ~aka lCIIIi poaiUona i n frano &D4 aro 

DOW OOYOrillC• ~ .,.. 
Dll~oh florill' '11Jl4er. hMY:r preawre \Jut bol.p fira 111. th . ~ 

dollar nioll u•'•~ lloliuadAil. Par~ of ahrling'• reoiaMIICo 

coaea fro• J.;...ea'i' llldoa.of dollars apille~ potDda. lba 

~bey aro •4e4 oft1o1a1, -IIIIPPOr~ preauaPl:r will bo required. 

BJLLift. 

r.t.: unr 
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I"':DCAAL RR .. RVC aAHIC 

01' Norw +o...: 

E CORRESPONDENCE 

COJnOMUL 

s. • 

DATI' lay 11, 11" 

tiUPIGii coat rata. WID .......... I 
' 

••• C.l'lpe.l ealle4 •• llaiO. tba aaJtrM bad wnet ..._, \ 

1114 he ha4 8014 .._. &1,100,000 •4 teel4e4 \o 1M the uft" p 

do•J tbia aneaa• ._ W •• W to epen\e a\ all. ae , ... 

ae to4q' a el'401'a, w _. n lft.fl •• \o ..U a\ lft.OL Oil 10 

eoOOUDt, bowwar, lboal4 •• let tba aaftft •• aM?t 178.?1. 

I.lltO 
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~•T,. • n,... • 
Oper<t or : 

~~1Jr : 

(l : 

0: 

liliJr: 

Rerry 
P.o:'l\ 11\ s : 

H~.'Jr : 

H: 

n\!Jr : 

H: 

"''Jr : 

H: 

rl•"J r : 

?: 

J : 

Hello. 

Monday 
!.!ay 23, 1938 
10: 33 a . m. 

Mr . Hopkins s tepped out of his office for a minute,· 
he'll call you. 

Thank you. 

You ' re llelcome. 

Go ahead . 

Bello . 

Yes , Henry. 

Good morning . 

Yeah. 

10 : 38 a . m. 

447 

Harry, I saw the Pres i dent t his morning early and -
ah - I 'lr8S going over several matters with him and 
I t old h i m that on Sat urday they had included in the 
bUl tha t up to 50 mUl i on dolla rs could be spent for 
d irect r e lief. 

Yes . But they t ake i t entirely out of t he l'ii'A; t hey 
don 1 t say i t can come out of .!Jll one of these fUnds . 

I see. \'!ell, I got it ••.• 

Tha t ' s what I want them to do. 

VI ell, t hat' s what I want them to do. 

Yeah. 
So the Presid ent asked me, •Is f ifty enough?" I 
sa i d •No not 1f they' re go ing to begin to buy 
surpius cfops for - ah - food and clothing . • 

Yeah. 
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"'""· ...... 
R: 

I!II.Tr: 

- 2 -

I aaid 1.t they're soing to rea1ly do that and do 
it Sn a b1.g way fi.tty i sn' t enoush. 

Yes. 

So he sa~, "How much?" 
hundred." 

So 1 I said, "At least a 

H: Yeah. 

BJIJr : So he said, "lfell, tell Harry • •• • 

H: Yeah. 

448 

n • • to see if on the floor • •• " ...., - -w -
5: Yeah. 

IUIJr: " ·· .he can't get the amendment-to have it read a 
hundred." 

1ng, 
The important· ~haenrr 1 is that it reads that it 
be taken from all the funds. 

RIIJr: That • s r 1ght . 

8: 

And that it ••• • 

I • .. 

If that figure were 200 lli.lli on I would - I would 
like it better. 

I ' d much rather have it - ah - take it from any of 
the funds ••• 

That's right • 

• • • and not have it earmarked as to any amount . 

~hat's right. Well, that would even be better yet. 

Well, that 1 s the way it should • •• 

But I don ' t th:lnk we can get that . 

Well, I'• silllply acting as a messenger boy· 

Yeah. 
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~r : And, DillY I leav e it with you? 

~: 

!ll.'Jr : 

~ : 

Yeah . And I'm going to get r ight on that one. 

But - ah - ... . 
And tha t - if' we can get it k i cked up why we ' ll 
get it kicked up . 

~:JJr : Wel.l - ah - yes ••• • 

44! 

b: If i t 1 s going to get k i cked up ins ide of my - just 
ins i de o f WPA t hough, I ' m n ot going t o encourage it . 

9!!Jr : Ylel l , I don't - I d on ' t bla.u:e you , but you can 
qu o te me for the present thing t h at - that I would 
say t hat - t h is being d irect relief and having 
i t c ome out/ of t he funds ••• 

all 

t: : Tha t • s right, Henr y . 

BMJr : ••• without any definite 

B: I get it . 

U'Jr: Vlhat? 

R: I ge t it . 

:illJr: Now, ah - are "e in accord on that? 

B: Yeah. Yeah . 

~~·Jr : All. right. 

a: All right , Henry . 

':!!:J r : Thank you so much. 

H: Goodbye . 
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e .a . Jr : 
George 
Rarrison: 

H. l!.Jr: 

H: 

!l. r! •. Jr : 

H: 

H. ;< . Jr : 

H: 

H •• &. Jr : 

H: 

R.il . J r: 

!1: 

'! . rJ .. Tr : 

R: 

R. rt .. Tr : 

R: 

B. ;~. Jr: 

Hello. Hello. 

Hello • . Henry? 

George? 

Yes, sir . 

Good morning. 

Good morning to you. 

Kay 23, 1938. 450 
10:55 a .m. 

Geor ge, what I ' m calling you about is this . I 
wondered if 11'eekends, like what "e v.ent tbrough, 
and what we 1 re in now wi th the European situation, 
whether you couldn' t have some personal understand­
i ng with the Presidents of the four banks tha t v.e 
do business ~ith, that if some operation t hat t hey 're 
apt to t ake pa.rt in, or "hether they approach some 
foreign exchange operation t hat is def initely sig­
nificant, see - t hat they 'd let you know and whether 
you ' d pass i t on to me, see? 

Yes . 

See what I mean? 

You mean - you' re talking abou~ London? 

No I mean - if some private banK7!pproached, in some 
way, either on this side or t he other s ide to engage 
in some very large foreign t r ansaction which -

it ' s out of tune what ' s goi ng on, you 

s ee? 

Yes . 
It might have some significance, trying to decide 
whether these· people are goi ng to war or not. 

Yes . 
I'd like to get it just as f ast as I can. 

mean you•re talking about New York banks . 
Yes . You 

I ' m talking about the 
we do business with. 
for us. 

tour New York banks that we 
That you do business v.i th us 
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H: 

H.M.Jr : 

H: 

!I • .J. Jr: 

H: 

!l.1l . Jr: 

R: 

H.M. Jr : 

H: 

H: 

R. :.I . Jr: 

R: 

- 2 -

Yes . 

~ l~anKnthey might tell you where they wouldn't 
e .oke, that ' s what I'm getting at . 

Yes . Well I ' ll cover that Henry . 

I mean here ' s the poi nt. The Vice-President in 
charge of the foreign exchange might be given an 
order and be might not even know what it r 5 for . 

Yes . 

Where the President of the bank might. 

Yes. 

Is that possible? 

Yes . Possible, but not likely. 

Well I don't kno\~ 1 I just wanted to cover every 
possible angle. 

Well let me think it over and I'll check up the 
best I can and see there's no loophole . 

If it 1 s an impractical suggestion, forget it. 

Yes. 

But I just wanted to be sure that 

451 

You see these fellows - as a matter of fact most 
of these operating vice-presidents are much smarter 
about that interpreting the significance of t he thing 
than the President$. 

J.l. il .Jr : It may not - now this is , in no way aw reflection on 
Knoke, because Ilobodr could be better than Knoke . 

B: 

R. :l. Jr: 

H: 

Yes . 
But I didn't knOW that possibly above the vice­
president in charge v•ould be the president and he 
might know about something . No~ if that'S Just a 
pipe dream, forget it. 
Well I think it might not be so myself , because they 
get everything through the ba~nd most of these 
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R ••. [. J r : 

ll : 

n . .t •. rr : 

ll : 

'l . t •. Jr : 

'1 : 

H: 

H .. J . ,Jr : 

ll: 

ll •• d • .Jr : 

'l: 

452 
- 3 -

tellov1s now give us copies of all their cables and 
things. 

I don ' t want , i n any way, to upset Knoke because 
he is doing a swell Job for us • . 

r it 
Yes . But I 'll look out f 0and if I think t here •s 
even any slight chance of getting something t hat 
we 're not getting I 'll do lt Henry. 

0 . K. 

All right . 

Tlunk you so much. 

Ho,., are you? 

Pretty v.ell . 

Huh-huh. 

I ' ve been better and v.or se . 

Huh-huh. 

And you. 

I feel f irst r ate, thank you . 

Fi ne • • Good . 

I 'll see you next v:eek. 
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oper a tor: 

H. rJ .Jr: 

Knoke: 

R. M.Jr: 

;c: 

H. !4 .Jr : 

Go ahead . 

Bello. 

Knoke speald.ng . 

Yes . 

Wr . Secretary. 

Good morning . 

llay 23, 1938. 
11: 33 a . .. . 

453 

;c: Lochhead asked JDe to repor t to you on the security opera tion 
of foreigners in this market? 

B •. l . Jr: 

K: 

H.M.Jr: 

K: 

H . ~~ .Jr: 

B.r! . Jr : 

K: 

H.Jd . J r : 

K: 

B.:, .Jr: 

K: 

That's right. 

The figures ne have before us indicate no activi ty 
whatever . 

I see . 

VIe have - if they are selling on a very small scale . 
Last week we had two a nd a half 1 the rest of the week 
ending the llth

1 
t wo and a half million dollars , for 

the week ending the 18th the indications are it v.1ll 
be in balance, for the l ast three days , the figures 
have been a few thousand dollars only. 

Yes . 

If t hey a.re· selling at all , I would say that they 
are selling because o f the unfllvorable ,.uarterly 
reports now coming out . 

I n United States? 

Well, yes, of all industr ial concerns z:eporting for 
t he first quarter of 1938. 

I see. 
It's r ather well timed and I think there's r eason 
1a that argument , for this reason, that during Aoril 
forei gners were buyers here . 

I see . 
When the reports began to cOIDe out in the beginning 
of llaY theY eased up on thei r buyers - beying, and 
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H.tJ. Jr : 

[{ : 

!1 . ! • .Tr : 

~ : 

n . ~ .. Tr : 

'{ : 

H. ! . .Tr : 

- 2 -

I would say a t the moment they a re no t buying, 
a nd if they had to do a nythi ng a t all it v.ould be 
r ather on the selling s i de , beca use t he i ncentive 
i s n ' t t here to buy. 

I see. Well, that's v.·ha t I •;ant . Now, did you 
feel any l ess nervous today t han you did Fri day 
or Sa t urday? 

454 

Oh, y e s , decidedl y so. I think Bolton SUlllllled 1t up 
i n a nutshell when he said, "Ther e ' s no panic today, 
there ' s apprehension i n Europe , bu t a decided im­
provement over the r.eek end ." 

I see. \/ell, ther e ' s somebody i n 
s a i d • Unfor tuna t ely thout, h v.e •ll 
we e!t ends . • 

the State Depart.~ant 
have lots of mor e 

Bolton sugges t ed tha t this state of affairs v.ould 
l ast for a not her month or six v. e eks . 

He did . 

. -

Yes . Viithou t a c r isis but a bays ge tti ng j us t cl ose 
to one , a nd everybody on tension and ed5e 
off a nd increasing in tension, e tc . 

O.K. very t r ue . Tha nk you very much. 
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a. 'l . Jr: 

Operator: 

R. lJ.Jr: 

Hello. 

Yr . Butterworth. Go ahead. 

Hello. 

llay 23, 1938. 
ll:35 a . • · 
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Butter worth: Hello, lir . Secretary. 

f!. ll .Jr: 

B: 

f!, ll.Jr: 

B: 

H.M.Jr : 

B: 

H.!l .Jr: 

B: 

H. t4 .Jr: 

B: 

B: 

H.IA .Jr: 

B: 

H. ll .Jr: 

B: 

B.!i.Jr: 

How are you? 

Very well thank you, sir. 

Butterworth. I ' ve seen all the cables and all that 
sort of thing but I just wondered whether you want 
to say anything, whether you felt a111 really &111 
happier or whether this is just -

No I think people are happier 
at the moment i n the sense that nothing - no more 
sticks v1ere added to the bonfire . 

I see . 

Nothing more has taken place . 

Uhhuh. 

I think I telegraphed you there's a realization 
that the ingredients remain the same. 

Yes . 
And therefore the potentialities of the situation are 
still. serious . 

Huhhuh. 

Especially as there ' s another election next Sunday. 

Another one next sunday? 

Yes , and a third one on the t welfth of June. 

Iii)' God., . wby can' t they get all that voting done on 

one day . 
Vlell, theY have constitutions too. 

I see: well so did we once. 
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B: 

R. t •• rr: 

8: 

H. J. Jr : 

3 : 

H . . .. rr : 

B: 

R •. ! .. Tr : 

B: 

H. J .. Jr : 

B: 

!1 . J .. Jr : 

3 : 

u . J •. Tr : 

5 : 

H. ·,t . Jr : 

B: 

H •• J .Jr: 

B: 

- 2 -

And so ~ith that realization t hey •re 
very much and for instance Paris 

today is telling the city that they •re 
pretty nervous about next week end . 

Who is? 

Paris . 

Paris . 

45S 

But - I mean there ' s no evidence to bear that 
out, it's simply t he potentialities of the situation 
continue serious . 

So there ' s t wo more ~eek ends they • r~ going to 
vote? 

Yes , next Sunday and on t he 12th of June. 

So until they ge t by t hat , we real~y don' t know. 

Really don ' t kno~ . 

I see . Viha t are they voting on allY'.ay? 

These are :nun1cipal el ections . 

I see . I see. 

Control of the municipal and 
government. 
Right . ·o':ell, I j ust \.ondered 1f t here was anything 
you wanted to add . Nov. let me ask you -

I don ' t think so but tho general atmospher e 
very much better here and for instance t he 

market which is a l ways a pret ty good index. 
demand for gold dried up this afternoon . 

Let me ask you -

is 
c. old 
The 

stock market although it closed l o,7er on 
t he opening . It wasn' t off very much on the day • 

I see . Let me ask you a personal question. 

Yes, sir. 
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a.u . Jr : 

B: 

s .rl . Jr: 

B: 

s . JA . J r: 

B: 

B. i . J r: 

B: 

II . IJ . Jr: 

B: 

ll .e&.Jr: 

B: 

R.M. Jr : 

B: 

R. '!.Jr: 

B: 

B. !l.Jr: 

B: 

H. tJ.Jr: 

B: 

R. •&.Jr: 

B: 
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We ' re still playing with the idea of go•~~ down 
to Southern France . ......, 

Yes, sir. 

We ' re also still playi.ng with the idea of going to 
this Hotel Ducap. 

Yes , sir. 

Where you have been. 

Yes , sir . 

Now a number of people have told Urs. Uorgenthau 
that it's no place for a fifteen year old daughter. 

For what? 

For a fifteen year old daughter . 

Fifteen year old daughter. 

YE:S. 

That depends on t he daughter . 

Well , the daughter is all ri&ht . 

I have no doubt about that. 

No, but I mean is this a very fast crowd? 

very fast , but you knOW what the south of Prance is, 
in the summer . 

No I don•t . 
Well I don ' t mean thllt the people - I 111ean -
beha~ior on the rocks and all that ki.nd of thing 
is perfectlY all right. The people don't wear an 
awful lot of clothes and al l that. 

Well . 
It ' S a perfectlY respectable place. 

Well , that ' s what I mean. 

For first band information, do you knO~ 
Jlr . Robert Gerard? 

.. 

Regraded Uclassified



a .u . Jr : 

B: 

B: 

!!.:&. Jr : 

B: 

B. J . J r: 

il : 

H.'J . J r: 

B: 

H. i.t .Jr: 

B: 

!! • .l. Jr : 

il: 

ll . l .Jr: 

B: 

H. 1. Jr: 

B: 

H. A .. Tr: 

B: 

H.' .! , Jr: 

B: 
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Robert Gerard? 

Yes . 

Not \'Jell, no. 

Well, he goes there every summer . 

He does . 

And Urs . Gerard was v11tb h1Jn l ast Sllllllller. 

Ruhbuh. 

458 

Your girl is not going to have a lot of playaates 
there . 

I see. 

There ' s not - it' S not a resort where you t ake a­
it ' s comparatively dull . 

Well I wondered if you ' d care to drop me a personal 
letter and suggest places where f amilies do go . 

I will indeed . 

Would you get i t off in the next pouch? 

I 'll'ill indeed. 

And also t he possibility of any place in Engl and . 

I ,,ill indeed. Now what sort of place? 

Voell, of course what I - I want, and that ' s the 
great difficulty is to go soae place whe~e there ' s 
salt water. 

Yes . 

See? 
The English seaside is not an awfully attractive 

place . 
Well how about Northern France? 

It ' s good, but i t ' S liable to be cold. 
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s . ;.t . Jr : 

B: 

B: 

s . <.~ .Jr: 

B: 

B.".l . Jr: 

B: 

B: 

H. :.t •. Tr : 

B: 

H. I.Jr : 

B: 

H •. ! .Jr : 

B: 

H. 'l .Jr: 

B: 

H . '~ .Jr: 

B: 

R.J .Jr: 

B: 

H. :.J'r: 
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Yes . Well you might mention some of the places 
~hich are the more attracti ve in Northern France. 

Yes . Bi arr itz should be the better bet. 

Biarritz? 

Yes . 

Well that ' s down 

That's just north or Spai.n . 

No, no, I wouldn' t want to go t here. I know 
I •ve been ther e . 

Yes . 

Well, give me the names or t wo places in Northern 
Fr ance. 

Yes, sir . 

\'lould you? 

I will indeed. 

Jus t drop me a l ine . 

I will indeed . 

Thank you. 

Not at all, sir . 
Itt s still very much up in the air though. I mean 
I only - there ' s one chance i n five of my coming. 

Ohl I ' m sorry to hear t hat. 

But so many peopl e have tal ked to !.Irs . !lorgenthau 
and told her t hat she don ' t think it' s the pl ace 
to take the famil y . 

Yes . 

Butv 
I ' ll talk to my wi!e about i t . 

What? 
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r . . Jr : 

LT . , • Jr : 

£1 : 

- 6 -

I say I'll talk to ny •.He about it. 

1.111 you do thet? 

Yes . 

Thanlt you . 

ar . Secretary may I ask you one thin;;? 

Please . 
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J.ly wife 1 s :llOther and father 1 '· ho spent the s11c-uner 
in Ent,l aro . 

;: . •. Tr : Yes . .. 
~ 

south of Fr:.nce· for this s=er -
~.inter . 

""1 • • Jr : 

!- : 

' ' · !. Jr : 

. , .. Jr : 

.. . • . .Tr : 

l1 . · . Jl' : 

E: 

t: . ·; . Jr : 

o : 

And then i n the 
I mean for this 

Yes . 

!.!y father-in-laT. has become very ill . 

Yes . 

And I may have to fly do·. n there sometime this 

v1eek. 

That 's ~uite all riLht • 

And I - I ·· as going t o eit her telephone or telet.r~?h 
but since you called up I Just .. anted to let you 
·mo·. so - H that ' S all ri&ht Ly you sir . 

Yes 
1 

jus t let us knOI 1 hen you 1 rc a~. a:; 1 :r.a t 
1

:; " 11. 

I • .. i ll i ndeed . 
Just let us knO\. . I ' m sorry , :md I hop~ he ' ll c.."t 

better . 

Thank you so much . 

Goodbye . 

Goodby e , sir . 

• 
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!l."A.Jr : 

Opera tor : 
I 

R. Lt . J r: 
Colonel 
Falsey: 

;;. ·!. Jr: 

!! : 

H • ..l . Jr: 

!l : 

!l . ~I . Jr : 

II: 

H . ~I . Jr: 

If : 

F . •~ . Jr : 

!! : 

H • ..l . Jr : 

!l : 

!1 .~\ . Jr: 

H: 

H. JA . Jr : 

H: 

R. :.t . Jr: 

B: 

Hello. 

Colonel Hal sey . 

Hello. 

Go ahead. 

Yes, Ur. Secretary . 

I need a litt le help. 

Kay 23, 1938. 
2:52 p.m. 

All right, you 1ve come to the ri&ht place. 

I want t o talk to you confi dentially . Now the 
President said that I should get together dth 
Senator Barkley and Senator Barris . 

Yes . 
Sam Rayburn and then he mentioned Jere Cooper . 

v. ho? 

Jere Cooper, Congressman Cooper . 

Oh, yes . 

461 

To talk over the question that he talked •.71th the 
l eaders this mornin&· 

Ye s . 

Hofl ,~ill we r aise t he money. 

Yes . 
If they passed a t YIO hundred and t <•elve million 
dollar benefit payment, you see? 

Yes . I unders tand . 
NoVI, I ' d like to get a meeting some one place . 

Yes . 
And 1n the second place Jere Cooper is not the -
be doesn't succeed Vinson, you see what I mean? 

I understand· 
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H. t .Jr : 

If : 

:: . t .Jr : 

z . . :. Jr : 

·~ . 

t• •. t . Jr : 

ll : 

H. t . Jr : 

'I : 

, . . ! .Jr : 

'l : 

e.t • . :. Jr : 

H: 

H.: ... Jr : 

R: 

H. 't. Jr : 
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So you'd bette r ask Sll!ll Rayburn just ,,ho ,.e should 
have from the v.ays . 

All right, well that ' s a problem • .• e •d have to 1.ork 
out with him. 

You see "hat I mean? 

Yes , s ir. 

As a matter of fact , Cullen is, I think, the r a nking 
member . 

On the f.ays and Ueans . 

Yes . 

Yes , sir . 

So maybe they ' d bet t er hnve- they mibht >ant t >o 
peopl e , you see, Cullen und Jere Cooper . 

Yes , s ir . 

Bu t if you could or gunize it and if it ";ould be 
convenient , l et ' s say, for them to see me maybe at 
ten o •clock i n the little office next t o yours . 

\';ell that v.ould be fine . That ' s perfec tly open to 
you - the only thing about it is · .. hether I can get 
r.ord to Senator Harris on - he h:ls to ._o to thDt 
Spade funeral this afternoon . 

Vell -

But I t hink he ' d be availabl e . HO\• a uout making 
it - 1.ould .. ednesday be all ribht? 

'/, el l -

Or tomorrow afternoon? 

Hello. 

Yes. 
\',ell I should think that - l et me ask Uac;ill, he ' s 

here. 
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H: 

a .u.Jr : 

H: 

!l .. J.Jr: 

!1: 

H. I.! . Jr: 

F: 

R.h! .Jr : 

R: 

11 . !.1 . Jr : 

B: 

H.Ll .Jr: 

l! : 

H.:.I.Jr: 

R: 

!1 • ..\.Jr: 

l:l : 

- J -
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See it to1110rrow afternoon won• t do. 

I mean I meant us to - ( would V.ednesday morning ) 
But when is this Bill going to pass? 

Well I don't - I think it'll be here for oh a t 
least Thursday - just guessing. 

I should think P.ednesday. 

Yes . Well I can make 1t tomorrow afternoon 1f 
you say so. 

Well they always are so busy, I hate to ask those 
people on the Hill for an afternoon appointment. 

Uh-huh • . 

Vihile 1f they 'd give me v.hatever - the earlier the 
better as far as I •m concerned t ednesday mornine . 

Well, let me get hold of Ba rkley, see \'t hat his 
views are and then I'll call you back. 

And, as I say, I'll make it any time Wednesday 
morning , if it sui ts them. 

All right. 

If you v;ouldn r t mind handling 1t and I don 
1 

t think 
they ' ll want any publicity. 

Oh I understand that , I apprecia te it. Of course -

Bello. 

Yes , that'S all right. 

Thank you. 
' I ' ll let you bear from me . 
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R. Lt . Jr : 

Operator : 

n.•t . Jr : 
Jes se 
Jones : 

!l • ..! . Jr : 

J : 

H • ..I . Jr : 

J : 

H . . t . Jr: 

J : 

J : 

H.:.t . Jr: 

J : 

ll • ..t . Jr: 

J : 

f' • ..I . Jr : 

J : 

R.;'t{ . Jr : 

J : 

H. h! .Jr: 

J: 

E. ll. Jr : 

J: 

Bello . 

Bello Mr. 

Hello. 

Yes . 

Bello. 

Henry. 

Jones. 

Kay 23, 19J8, 
3:16 p.m. 

\';here ore you? Sounds a thousand miles a~ay . 

Well, I•m~that far away . 

Where are you? Rome in bed? 

No. I 1m in a· doctor ' s office though. 

Oh, for heaven•s sake. 

See whether they ' re going to cut me open or not . 

Oh really. 

No, no . Just kinda being looked over. 

Oh, I see. 

~bat's the news wit h you? 

Oh, nothing .much. There really isn' t anything 
particular· The ~orst thint of course, .. hat you 
see in the papers about Europe . 

Yes . 
Which is not hing much to Joke about , and -

to I 'm golng/allot~ little bonds thiS afternoon. 

What ' S that? 
I ' m going to allot our little bonds . 

Fine. What did they get, about two per cent . 

TheY bad two per cent. 

464 
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J : 

tl •. A.Jr : 

J : 

tl • .A .Jr: 

J : 

H. :.t. Jr: 

J : 

F •.. {. Jr: 

J : 

!l •• I . Jr: 

J : 

J : 

H • .l.Jr : 

J : 

J : 

H. :.t . Jr : 

J : 
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Oh, I was just kidding. Is that v.hat they get? 

Vlhat? 

Two per cent . 

The bie ones ge t two per cent and the little ones 
get a bond .and the banks and dealers get the 
minimum of .i'i ve . 

For heaven' s sake . Vlell -

Uillion - three hundred and five million. 

V:ell, -;;hat do you knot'i about that? 

Trot 's the limit. 

Yes . \:ell I congratula te you. 

Well, frankly , it is ~hat we wanted to do . 

I ~ish it was as easy to l end it out as it i s to 
borrow. 

Yes . 

~.hat? 

And then get i t back. 

That 's - and get i t back. 

~ell, I'll be seeing you soon. 

v·ell when you ' re reelinll like yourself give oe 
~ r~g and we'll put on the nose bag together. 

All right, fine . 

All right . 

Thank you. 
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a.u .Jr: 
?IrS . E. 
Roosevelt: 

H. t~ . Jr : 

R: 

H. !A.Jr : 

R: 

R. U.Jr : 

R: 

H. IA .Jr : 

R: 

H.M.Jr: 

R: 

!! . ~I . Jr : 

R: 

B .~ .Jr: 

R: 

H.!.( . Jr: 

Hello. 

Hello Henry, 

How are you? 

I ' m fine , how are you? 

I'm well. Hav t e you go a moment? 

Yes . 

Kay 23, 1938. 
3:50 p. m. 

President, 

4SS 

1llea.nor, I have been ~orld.ng with the 
Hopkins and r.allace to get additional 
cities like Cleveland and Chicago. food i._~ ... t"':o:-:.~.-... 

Yes . 

Wher e these people, while they ' r e -

Yes . 

Waiting f or the State to act on .,. they ' re so 
hard up. 

Yes . 

And last week I was successful - I' m doing 1t behind 
the scenes - but at least to get Vlallace to declare 
bread a surplus so be ' s added bread to his list, 
you see? 

Yes. 

And they ' re going to begin to gi ve bread to these 
peopl e in addition to the be~ and celery and 

oranges, etc . , t hat they ' r e getting . Now the thing 
that I spoke t o the President about , at lunch 
today, was t hat this thing 1S getting worse and 
ther e ' s ninety thousand f amilies in Chicago that 
are not getting enough to eat - was t o add milk. 
Fresh milk. 

Yes . 
And Wallace was here this morning, and he said that 
he couldn' t, under his surplus colll!llodity, rule that 
lllilk was a surplus. So, i t gets dov;n to allocating 
some aoney for direct r elief amounting to, 1118ybe a 
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R: 

" . ·.t . Jr : 

R: 

" . ·~ . J r: 

R: 

R.,A. J r: 

R: 

H. !A. Jr : 

R: 

!l • ..l . Jr : 
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quar t e r of a million, a half a million dollars , 
of course -

467 

Listen. Aren ' t you - there ' s a thing ~hich they _ 
you remember at Cornell they were 1.orking on a 
powdered - some kind of a powd ered milk which has 
a l most t he same vitamins that real milk has, I 
was v. ondering if t here \',as no way of gettinb t ha t 
as a surplus co•amod ity and distributim; it . 

v:ell, I don ' t kno• .. I don ' t - I didn ' t seem to 
make aey headl'ay with Henry on it , bu t there i s n ' t 
much ~uestion that they need either fres h milk 
or po1•.dered milk, one or t he other . As a matt er 
of fact , I looked and - I couldn ' t - I oeao, 
instead of find i ng out what these families need , 
you see, they sit back and say \'.ell t.e have t oo 
many oranges or too m~ny beans or too ouc h 
c ab: age . 

Yes . 

But these people - I j ust had Miss Lonig&n out 
t here, a nd 1he rondi t i on in those f our citi es 
is just s hocki ne, and \ohat I ' m - I don ' t \',ant 
the t hing to spread or have s ome poor mother 
commit suicide v.i t h her babies or somethi n., , 
and then suddenly v.e all get excited about it. 

Yes . 
Nor. the President made a lot of note~ v,hile I 
v:as talking t o hiJD, and said he r oulo t&ke it up 
, ,i th Harry , I v.or ked av.fullY hard on t his for 
ten days a nd I Jmcl. it ' s out of my line, but on 
the oth~r hand I don't have t v. o gl ass eyes . 

Uhhull . 
And I thought that if you asree t hnt • .. e can ' t l et 
these f amilies -

They must ca r e for them. 

And we have the money Eleanor • 

you have the money. 

Absolutely • 
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R: 

H . ~t.J'l': 

R: 

tt .U.Jr: 

R: 

H. ;l.Jr: 

R: 

H.M.Jr : 

R: 

H. JA . Jr: 

R: 
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R: 

H. !A.Jr: 

R: 

H.M. Jr: 

R: 

F.U.Jr: 

R: 
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Well then I think that -

And I -
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I 1ll ask Franklin about it tonight. Not as though 
you1d said anytP!ng, but as though I were troubled . 

The papers are full of it . 

Yes . 

And 1f you could do it in the way ~. e have .:orked 
two or three times . 

Well I will, I•ll do that . 

And I even had all the papers dra•n up ten days 
ago for him to sign, but tbey kept saying, "~ell 
the legislat ure is goi ng to meet. • ~ell it 
hasn't met, in the meantime 1n Chicago -

Vlell , I'll do it - I•ll do 1t tonight , just as 
soon as I see Franklin. 

And because -you and I agree, don 1 t we? 

Yes, I'll - I'll do that right away, Henry. 

And - thank you. 

Oh, all right, HenrY• I•ll see you tonight any~ay. 

Oh, are ~e , I didn't kno~ -
I think you•re coming to the party. You•re do••n 
as having accepted. 

I didn't - are you sure? 

It ' s the newspaper dance . Well, I onlY knO~ that 
I was told by Mrs . Helm that you were coming . 
You were one of the 
I didn' t think we >~ere invited - I didn ' t -

Oh yes, 

Ohl 

And she 
I guess 

the Cabinet is all invited. 

said this morning that you•d accepted, so 
you and Elinor are going to turn up. 
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Elinor iiil1 have to instruct me better . 

So I hope you will. I' 11 look for,·.ard to seei ng 
you . Anyway f or a littl e while . 

Sometime , if you ev er have a half an hour . 

Yes . 

I 1ve - I 1ve done a lot or work on this " hole 
question of getting t he surpl us food a nd cotton 
i nto t he peop1e' s stomachs and on t heir backs -

\',e11, I 1d 11ke t o . 

And - ¥.e can d o i t - but it ' s just -I can ' t do 
it a1one . I ' d -

\'. e11, I •d 1ove -

I - I need ~e1p , and -

All ric;ht , we' l l make t ime today or t omorro; or 
the .next day . 

Anytime tomorrow tha t sui t s you. 

All rig ht . SY.ell . 

If y ou ' d l et me kno; . 

I ' ll l et you know tooi~ht . 

Thank you. 

Goodbye . 

Goodbye. 
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REB 

StcrEtary of StatE, 

Washington. 

445 1 May 23 , 10 p . m. 

GRAY 

London 

DatEd Kay 2~, 1938 

Rto ' d 4:55 P• m. 

FOR TREASURY FROM BUTTERWORTH, 

470 

PrtssurE on thE franc lEssEnEd during thE aftErnoon 

and in gEnEr al t hE atmosphErE continuEd to improvE . 

Gold for ExamplE which rosE to 140 shi llings 1 pEncE, 

dtolintd onE and ont-half pEnCE and thE dcnand driEd 

up. Bri t ish SEcurity pr1cts closEd slightly off on thE 

day . War loan 100 ?/B . 

ThE clouds still hang low and thE oity 1s acutElY 

conscious of thE fact that f urthEr Eltcti ons art to takE 

placE in CzEchoslovakia nExt WEdnEsda~nExt Sunday and 

on JunE 12 . 

CSB 

' '. 

.•. .. . . 

I . ) I If 

. ... , . ,. 

KENNEDY 
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PAilfUL P.&JIAPIIRAU or fELmRA.X RKOJ:ITD 

I'll Oil; Aller1oaa :r:.baa.,-, Parte, 

Jlay 33, 19:51• 8 p.a. 

10.; 8111 

rROJI. OOOIIBU, 

Parla exchange aarlt.to oODUnued Denwa throupout 

471 · 

day but preelll11'e on franc 11ghtened oo•wh&t thh anerDDOD 

after rate reached 17&-7/8. Dollar eougbt by ooDUDeDtale. 

r renoh reutee 4owD 1.eo f r&Doa; Parh &hare .azltet .uttered 

heaYy lo .. ea. lew utional defenae 101111. offered with 18 

f rauoa ou.aha1oD oD thoue&Dd franca boDd. GoYerDor Gen­

eral of ID4o-Oh1u baa den1ed r.-or of re.aluatioD &Dd 

p1a.tire dropped froa 10.10 Fr1day to 10.01 t oday. Pre .. 

report. Twenty-f1Ye aillion dollar• worth of gold end 

a11Yer croaeing J'r&Doe by truok troa Republicao Spain t o 

be eh1ppe4 fr011 BaYre to lew York to pay for Spa.nhh pur­

ch&eea aD4 aeet loao char&ea• 

.lt 8 o ' oloolt th1e afternoon I talked with the Baolt of 

France and waa told ~t thia afternoon trading had been 

done both waya. One and one-quarter llill10D pounda aDd 

tav:r h'CIIldre4 th0Ue&D4 dDllara were ~~et lou .. of oontrol 

for the day. Oloa1ng tor aterl1ng •a• 178.70 to .80 with 

light tra4111.&· 
I had a telephone ooDYereat10D with Jaoob .. oa of the 

BIB who upbaa1sed the t~~port&Doe of rraooe hol41Dg the 
fr&Do 
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-a-

fralllll) &114 ia '~' i~Rv•Uoul. po11Uoal oride prt .. 
d•oae,raUoa of .ou tiuaoial •'rac'la u& vai•• 

0p1a1aa of 'lae BIB people ee•e 'o be tlla' a ooafiin 

will ao' 'be preo1pUa'e4 br RUler aow. lue illpneai• 

ul4 bJ •--•olato of 'lae But of I~. 

JIULLift. 
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