
GROUP IIEETING llay 26, 1938. 
9:30 A. lol. 

Present: 

H.!i.Jr: 

lolr. Oliphant 
Kr. Gaston 
!U. Haas 
lolr. Taylor 
Mr . Gibbons (br iefly) 
Mr . Upham 
llr . White 
lolr. !icReynolds 
llrs. Klotz 

The trip to Ithaca is otf. 

McReynolds : I ' m glad to hear that . I was afraid for you 
to go in the air on a day like this. 

H.!l.Jr : llr. llcReynolds. 

McReynolds: I ' ve got this justification revised again, and 
if you don' t want it this morning - you ' re not 
going to look at it today, are you? 

Klotz: Uh huh. 

McReynolds: (Hands report to Yrs . Klotz.) All right. I 
can cut off sixteen thousand more dollars off 
that with another revision. 

H.M.Jr: You' ll have it another day? 

McReynolds : I don't need it another day. I can have it 
for you this afternoon it you want it. 

H.M.Jr: Sixt een thousand dollars orr, in half a day? 

llcReynolds : I can just substitute the pages, like the 
'brief' people do, it you want to keep that. 

H.N. Jr: 

llcReynolds : 

Who will that come out of"l 

Chief Cler k ' s office. I'm goi.ng to eli.mi.nate 
the accounts dolfll here and consolidate them 
with Bartelt's. 
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!lac has done a good job on that - down from 
four forty to something like two fifty. 

lolcReynolds: Oh, I put some back i .n last night. ltiss 
Lonigan has a half dozen people working for 
her . 

H.!L.Jr: Whatl Half a dozen? I thought she was her­
self and one stenographer. The last I heard 
it was herself and a stenographer. 

Klotz: She ' s grown. 

McReynolds: I can cut everybody off the list except those 
two . I •ve got down here the group that 's 
working up her tables. 

B.'l. Jr : That's perfectly ridiculous. I don' t get 
any of that. I•ve waited at least six weeks 
for you {Haas) to give me a plan on what Edna 
Lonigan has . It ' s been at least six weeks. 

Haas : I'll give it to you. 

H.IJ.Jr: I don' t like to ask more than once for any­
thing; I shouldn't have to ask more than once . 

Haas : I have it on my desk. 

B •. ! .Jr: llac, as long as I 8ll1 bere th1s afternoon, with 
nothing else to do, I'll get out my blue pencil 
and go to work on it. 

UcReynolds: I'll have it revised here. I just worked 
out l ast night the i dea of consolidating this 
accounting. I don't see any excuse for main­
taining separate accounts under the new system 
of allottment. 

H. U. Jr: I don't know of any excuse for Uiss Lonigan 
to have anybody except a stenographer. If there 
is anything - I mean, I asked Baas • office siX 
weeks ago for a justification. 

McReynolds : That ' s all I have. 

ll .M.Jr: The last time I spoke to her she said that all 
she had was a stenographer. 
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She ' s got quite a group. I ' ve got a couple 
memoranda recommending promotions for six or 
seven people she ' s got down there . 

Bow did it get that way? Last time I spoke 
to her it was herseLf and a stenographer . 

She handles the figures - and collections -
f r om everybody, w~ich is a routine job . 

Viho approved the growth? 

You asked her to do that, as I understand, and 
then she was using people out of the regular 
pool, and we were finding she was using the 
people all the time, so they are now in one 
group, working for her. 

v;hat you did was transfer some of your people 
over to her. I ' ll bet nor. , if you gave her 
a chance she'd say she still had only one 
stenographer. I mean, you didn ' t hire new 
people for her? 

Yeah, I think that is true; I ' m not sure of 
all of them, because she took some people that 
were good statistics clerks that were part of 
our people. 

For heaven's sake, George, get your memo in. 
Will you get it to J.!ac, or me, but get it in 
today. 

I ' ve talked to Mac about it . 

(To Wr. McReynolds:) I ' ll see you sometime 
this afternoon. 

(Nods to Wr. Gibbons.) 

Nothing. 

Barry. 

(Low conversation with H. M.Jr . ) 

There is a car down stairs . 
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No, I ' ll take •••• 

\'/ell, listen . I had Stanley down stairs wait­
ing to t ake me to the air port . Take Stanley 
a.nd the Buick. 

I wanted to t ake her out •• • • 

No, take St anley and the Buick . I'll release 
it. I t hought I V!aS goi ng t o the a ir port. 

(Over t elephone:) Tell t hem down stairs 
!.lr . Gibbons is coming down and I want Stanley 
to take Mr . Gibbons . Tell Stanley he ' s 
through. 

This letter you gave me, with respect t o France, 
we checked up and we have no i ntoroation avail­
able that supports that, v.ith the only thoU&ht 
in our minds tba t this may be an outgrowth 
of the agreement which vtas made at t he l a st 
League of Nations meeting - council meet ing -
t b.at each country would attempt to render 
individual assistance in so far as it could 
to China, but t hat three million dollar losn 
bas r eceived no publicity at all yet. It's 
a fact. It hasn't come in in any cables, and 
it ~1ill appear , if it's a fact , very soon. 
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The question of tin and antimony for China, we 
are having a memorandum prepared on it. I 
don • t knov1 whether you have included in your 
t honghts t he f ac t t hat two things have some 
pertinence . One is that tin especia.lly is a 
matter about which the Munitions Boa:cd have 
been concerned , and, secondly, China themselves -
practi cally all she produces she can export 
already. 

I sec . 

There v1ill be a memoranduo forthcoming on t he 
situation. Then, we have s ome views on t he 
financing , that I am afraid are very much a 
minority opinion, but we •d like to submit them. 

Will you do it in r;riting? 

I say 1 
in \\Titing - yes . 
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The fourth thing t hat is very nebulous , 
r elat es to the British purchase of planes 
her e . Our air plane industry is very busy. 
They have over eighteen months orders for 
bomber s in advance. So any additional 
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sales placed doesn' t do us any good, f r oa an 
economic view. I wonder whether ther e may not 
be some possibility of tying up sales of planes -
and what not, with the Trade Agreement, to 
get some concession, usinc the sales of the 
pl anes as one of the concessions which we are 
offering, not in writine, but unofficially -
whether you care to pursue that or not. 

Only if you and Taylor care t o do that. You 
represent us on that Interdepartmental thing. 
If you want to do it, all r ight, but I wouldn't 
say. 

I wouldn't think so . 

I mean, there are so many other things I 
start getting in- I question on these things. 
I 'm going t o make a little statement when I 
get t hrough, about using our strength of money. 
It's all right t o bring it up. 

I t hought it might be t ied up wi t h some 
agriculture exports, because the agr icultural 
situation is gett ing so bad . 

It's all right, but a s I say , unless you and 
Taylor decide - could you, in this particular -
I am giving wesley Mitchell a - I ' m using a 
phrase -maybe it's a very common phrase, or 
it may be exclusive to him. I'll try and 
paraphrase it, but he says something; I 
gather i t ' s a thing t hat is used.,.~;Rmmonly in 
economic terms, that every persoH{*ants t o 
work should have the right to sell the 
products of his hand. That isn1t just what he 
said, but it's something along that line, but 
he said it so well, I want to use it. 

"The concepts of the rights of l abor includes 
and is based upon the right to sell the products 
of your labor. " 
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But he put it very tersely, and I want to get 
it f r om him, and if Miss Diamond can' t find 
it - he's written me on it - you can call him 
on the phone and see if you can get it from 
him. He said it better than I've ever heard 
it said before . 

That is the thought . 

I want to use his exact words in the end as a 
challenge, see? 

That's the thought . 

Yes - that our econoi!IY should be planned so 
tr.et everybody 'ho wants to work - that ther e 
is a market for t he products of his hand, you 
see. 

Is i t possible - this is a litt l e bit distant , 
and it originates f r om somebody else - that 
every man who comes with two hands t o the 
t able also comes •• • . • 

No, no. Tell Mitchell he used that in a con­
versation t~ith me and r:as it - is it an 
original - can I say, "As Wesley Mitchell 
says, • ••• " or does it belong to somebody else? 
"As ~esley llitchell has saic f or does he get it 
from somebody else? I t ' s ver y good, and I never 
heard .it put as well before, and I ' d like to 
use it. See, Harry? 

I'll try to find out. 

He said it better than anybody else - you get 
the idea. 

I do. I think so . 

Anything else? 

No. 

(Nods to Mr. Upham. ) 

I think there is nothing . 
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Oh, there is one other thing. If you•re tak.ing 
that bill of Senator Bailey ' s seriously - I 
don't know, but if you are, we'd like to prepare 
a report, possibly, for him. Be •s asked for a 
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lot of information on silver, he 'd lik~ to include 
in the record. Be ' s going to make a speech for 
it . If he's going to get anywhere with it, we 'd 
like to prepare a memorandum before he makes his 
speech; he may change his report, and modify it . 
I'm asking today whether or not it has any chance. 

Chief Scout Oliphant r.ill report today. 

Vle •ve had several requests from the newspaper men 
for the Treasury' s attitude. 

Any report that goes up on that, "Papa" would 
like to read it first. 

Yes. We ' re not sure - we're not sure we r.ould 
make a report. 

Anyway, whatever you do, I'<i like to be consulted, 
in this case. 

You would agree to that 1f there's no likelihood 
it will be taken seriously - it will be passed 
over, like lots of things, 1f it ' s not agitated. 

I don ' t know what we usually do - fellow presses 
us hard enough for a report. If he •s asked - I 
think the thing to do - we can talk about it 
tomorrow morning. 

One other little fact, you might be interested 
in, that India has been a net exporter of silver 
this last quarter . India has been depended upon 
to absorb a lot - l arge amount of silver this 
quarter. She has been exporting . If you 1d like 
the reasons and whatnot , I can have a brief 
memorandum prepared for you. 

Like the price of cotton - you'd •• •• 

What, Taylor? 

You'd start with the price of cotton as the first 
reason for it. 
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Are you (VIIlite) all exhausted? 

I'm exhausted. 

(Points to Ur. Upbam, ) 

Huhuh. 

(Nods to 141' . Tay:).or . ) 

Ther e 1 s quite a series of mom or less minor 
tllings . 1'/ould you like to hear about them? 

I 1d rather do it between el even and twel ve. 
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1'hen I ' m through with my mail I 111 gi ve you a __ ",~---5-
ring . 

All right, f ine . One other tiling, we •ve got some 
new nar cotic regulations that came to me yesterday, 
and it wasn't apparent whether they are changing 
everytlling or clarifying anything. 

Nothing new - question of clarifying outstanding 
decisions for the purpose of sending them over 
to the Qualification Board . 

~cReynolds : To get them in the Register . 

Oliphant : 

H.M.Jr: 

Taylor : 

White: 

Taylor : 

H.M.Jr: 

Taylor: 

Get them in the Federal Register . 

Does that codify you? 

I am an old narcotic expert. 

Vlhat do you mean by that? 

That ' s all. 

As one lady used to say, she used to love to hold 
her grandcllild and have her "curdle" on her l11p. 

Have you any suggestions as to how we should -
this has nothing t o do Ylith grandcllildren, but 
have you any suggestions as to what should be 
done about the Ylires about Mr. Marshall Diggs? 

Well , is he wiring us? 

-
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llo. The South is rising 1n al'IIS. 

Protesting against bis speech? 

llo, no. 

McReynolds : Trying to get him appointed Comptroller . Very peculiar . 

H.li.Jr: 

Taylor: 

B. li. Jr: 

Oliphant: 

H.M.Jr: 

On the chart, the Comptro1ler of the Currency i s under you, 

I al.so have nothi.ng to do with political. appoint­ments, Mr. Secretary, 

In the absence of Mr . Gibbons, I retuse to accept the te.legrams. Somebody came 1n yesterday and said I was ve.ry "chart" minded, and I like to live up to that. 

Have to have the benefit ot your comments and suggestions . 

Until the telegrams reach one hundred, I am not interested . 

McReynolds : They may reach that by ten o' clock. They started about four yesterday. 
B. !.I. Jr: 

Raas: 

H. LI .Jr: 

Raas : 

H.l.l . Jr: 

All right. You (Taylor) come 1n - eleven to twelve - I'll see you. 

George. 

I have nothing this morning. 

George, I don ' t kDow whether you know whether it' s raining or not • • • • • • • 

I think it is • 

• •••• but I don't think your business r eports I 
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am getting are giving me the picture . I think things are worse than you show them. I don't think that your charts on production 1n new waters 

Baas: 

te1ls the story. 

Well, we 're just using the genera1ly accepted industry. 

Regraded Uclassified



Haas : 

R. :A.Jr: 

Raas : 

H. l.I.Jr: 

Haas : 

H. U.Jr: 

Haas : 

H. I .Jr: 

Raas: 

H. J.I.Jr: 

Haas: 

H. !A.Jr: 

- 10 -

I can get that by taking the New York Times on 
Sunday and reading the Federal Reserve recorts 
that they get from the twelve districts. · I 'm 
not getting enough original stuff. Your 
assumptions and the assumptions of all these 
economists is that we are quite at the bottom, 
and all that. I don't agree with them. 

I don't think the situation - I don't know of a 
t ime when t he outlook is as uncertain as it is 
right now. I don't think you can get confidently 
bearish or bullish, but • • • •• 

You give McReynolds, Tuesday, the people in your 
office - who work in your office - who are 
responsible for that. 11ho's on your pay roll 
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r:ho ' s justified - who has t he experience - ..-hat is 
his experience in forecasting and analyzing 
business conditions? Besides yourself, I mean; 
who ' s on there? 

There are sever al people that have done it for 
a living . They don't all '"ork on this report . 

I still say, who is on your pay roll? 

Say, O'Donnell, Daggitt, Seltzer, Murphy - all 
have done it outside of the Government. I've 
done it for about eighteen years . 

Let's get it down, because I'm not satisfied, 
see? 

I can give you a correction of that . 

I mean, I cut income tax on - a hundred seventy­
five million dollars when you fellows brought it 
in. You fellows recommended - December forecast 
for this year - ninety-five per cent of the 
Federal Reserve . 

That was considered a •••• 

Something the matt er with t he brains . 

It 's a hazardous ••• • • 

I know. I mean, I' m sitting here and I ' m 
supposed to know more about it than anybody else, 
and you fello1·;s come in with a forecast of - for 
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the year of ninety-five, and it we hit eighty 
this year, we'll be lucky. 

I don•t think we ' ll get eighty. 

Wel l , fifteen per cent orr is too much. 

Well , Mr . Secretary, you look baclt over the 
record of that •• • • 

This was December. 

I know it. 

Now, some or thos e fellows t hat you met at this 
meeting - some meet ing t ook place - some of those 
boys sai d eighty, someplace - tbe Cosmos place -
but some of those fellows talked eighty. You 
remember? 

There are always some people t hat are al~~ys very 
bearish. 

I'd like to have some of those come to work for 
us . 

(Telephone.) Hello. Go ahead. Hello, Ros. 
Ba, ha, ha. Exactly. Well , listen, old sweetheart, 
I called up the President at nine twenty to tell 
him I was here, so he said, ~Fine , ~ and I said, 
"I just wanted to let you know that I'll be here 
this afternoon." Yeah. I don't know what the 
weather is up your way, but it's raining here . 
Yeah. Well , it's raining here. Well , keep right 
on worrying. Wher e were you last night, on the 
train? Wel l, that - oh goshl What do they say? 
Hello. 

I was cut off from Dr. Uagill . 

Hello, Ros. Be•ll sign it. What statement? 
Well , just a minute . 

Mrs . Klotz, take a note that Kagill's to be the 
first one supposed to know it . 

Mrs. notz has made a note; you'll be amongst 
the first to know i t . Well , I ' ll tell you what 
you do. If you call in around four o'clock I can 
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tell you what 1 s happened,!! aeything. I 
thought the people up in New York didn' t work. 
All right. Goodbye. 
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He's worring about tlus questing of the House beine 
in session and all that, etc. 

Is he in New York? 

Yeah. 

I thoU&ht he was going to be in Canada. 

He i s . He went up to speal< there lest night . 

The clear majority held it wa sn' t important that 
t he House in " hich the bill originates was not 
in session so long as delivery was made to an 
agent of t he House . 

Mr. Secretary, I have a suggestion I think would 
i mprove your perspective on it, see? On this 
business outlook. You get a very wide r ange of 
judgment. There are very few people who ar e 
right consistentl y on it . You remember, in 137 
in the s pring, we were right, and we had no 
company, even around t he Government, or anyplace 
else very much. I think if I took t he business 
forecasts and give you a s~mmry, so you can get 
the range, from the very bearish to t he very 
bullish - but l eave me - I, after all , it' s my 
judgment . I may be 1\Tong, but I think you should 
get mine , so you can get t he perspectus of the 
r ange of the various people . I ' m t r ying to get 
something so you can make up your or.n mind . 

I ' ve got to get something more t han I am. I 1m 
not getting enough. If you 11ant to r ead all t hese 
Moodys, Br adstreets , and all the rest of t hem and 
give me what you think •. •• • 

I ' d like to have a chance to get to talk with you 
outside of t he meeting, so mY mind will be meeting 
yours . 

I can't go and tell the President so-and-so in 
my shoo advised me 1\Tong. The fact remains we •re 
fifteen to twenty per cent off the market. 
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I don' t think that's such a disgraceful thing. 
It isn•t . 

I don ' t see how it could be much worse. 

Oh yes. There have been errors where estimates 
have been do~m fifty per cent. VI hen tbey 
haven't they ' d decline something like this. 

Well , anyway, that's my feeling as of Thursday 
at ten o ' clock. 

I appreciate your position. 

Something. else? 

I ' ve nothing. 

(Nods to Mr . Gaston. ) 

Gregory, of the Heral.d-Tribune, told me last 
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night that t he franc had sold belo~ the level which 
they had undertaken to maintain it. I told him 
I didn' t know what that level was . He was anxious 
to have an official statement about that . I 
told him on that he ' d have to ~ait . 

He and me both. 

I notice there is some ruse 1n the Texas wheat -
it ' s just a possibility that the thing may not 
be so bearish i n a couple weeks . 

Are you implying that somebody in the Treasury 
deposited that germ this morning. 

Seventy- two and a half cent wheat this morning . 

Herman . 

Three of the issues in the Mellon case were decided 
in f avor of the Government. Our gener al pl an, 
subject to final. talk, said we would appeal. our 
part of the case, and we anticipated that they 
would appeal. Hogan communicated with Jackson 
yesterday that he was authorized to say they were 
wil.l.ing to pay up 1n full. on t hose three i ssues. 
Both Andrew lolell.on, R. B. lolell.on, and lolcClintic­
Karshall - and it would be, if we accepted it 

and agreed not to appeal., a check in excess of 
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two million dollar s . 

\'/hat made Andrew Uellon change his mind? 

Somebody's talking for him. 
Hogan. I ' rn having t'te thing 
way, as if it were a regular 
interest ing . 

I think it'S 
v.ork up in the regular 
compromise, but it 's 

Better put t he fellows who have to do with Pro­
curement - I am goi ng through a process of a change 
in my attitude . I haven' t rnaue up my mind yet , 
but I am in a process and I want to let you 
peopl e know what Tim thinking about, and that is 
Jthat I 'm ver y mP.: h inclingsL_t e .• Pp.ve Procurement 
concentrat e as a purchasi~rgahization and not 
to use them as a guinea pig for the Department 
of Justice, to try out, test out, whether t here 
ar e monomolies, etc ., and so on. It t akes 
entirely too much of my time; I can ' t do it 
properly. I don ' t like to do a nything t hat I 
can't be on top of. 

I ' m goi ng to see this cement thing through for 
better or worse, but I have a book, r.hich is bound 
in bl ack, >thich is very ominous . I haven't read 
it yet, but - a question of steel prices, and I 
just - t hat is what I meant by a ques t i on of 
dilution. I can do just about so much . I don ' t 
r.ant to do a nything and not at least tllin!< I 1m 
doin~ it well . And in t he case of cement, there 
is t he Federal Trade Co~ssion, Department of 
Justice - they've been fooling ar ound 1·;ith it for 
f our years , and all this whole question of 
monopoly, and I just don' t see why I should a t ten pt 
to do s omet hing r.hich i s not necessarily my 
responsibility, particularly where they haven' t 
touched i t , either of the organizations hit it 
hard, in f our years, and it t akes about all a 
person' s time if t hey are going to do i t properly. 
It ' s a ques t ion of dilution of one ' s - whatever 
one ' s ab i l ity one has. I am just t hrowing it 
out . I mean, f or t hose - UcReynol ds , rou work 
on it; so does Haas; and you (Oliphant) want 
to come back Tuesday? I 1d lil<e to talk about it 
some more . But it ' s just a question: vnmt are 
the things I should concentrate upon? Vlha t 
should be t he objectives in t he Treasury . This 
one, before the Department of Justice will touch 
it, they say they need five hundred thousand dollars 
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to do it. We ' ll sit down and go through this 
thing and get some or the smartest business men 
in the country. A fellow would just about have 
to close up shop and do that exclusively. Just 
like this question or prices . 

You1 re having to operate for the Deparb1ent of 
Commerce , That whole problem of prices ou~ht to 
be the job of the Department of Commerce. I 
agree with you; it's too much- a bigger thing 
than we ought to have to do . 

It•s an enormous undertaking. 

In the abs ence of the Secretary of Commerce ••• • • 

I am in doub t as to whether I should do it. 

I don ' t t hink you should; I think t he man ought 
to report directly to the Pr esiaent. 

You take this cement thing; ther e immedia t ely 
comes up the question of wages . I don' t know 
what agreement t he Pr esident bas with the labor 
unions, and t he steel companies on wages . 

What agreement Lewis bas? 

Yeah. 

You don't know that? 
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There is a great deal in what t hey say - "If 
wage levels are frozen, you ask us to break 
prices, but what are you goi .ng to do about wages? 
I take it that you want wages to continue where 
they are , a nd that's t he basis we 1re working on. 
Now, before we break our prices, we want to say 
to you, we don' t want to break our prices, but 
we do want to keep our understanding with the 
Administration on wages.• A fellow ought to close 
up his desk and concentrate on it, striking at 
the heart of the whole country. 

Doesn' t all this demonstrate the great need for 
carrying out the idea that you have of this 
Committee? You get the ideas; you feel that they 
are important. That is when it should be brought 
up before this Committee you suggested - an 
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appropriate committee carried through, and all 

your concern should be is ~o &et results from 
the Appropr iations Committee. 

But, somebody to work with, Harry; thPt•s the 
sad thing, I can' t get anyTthere, Harry . 

I thought you wer e getting somewhere. Isn' t this 
a good opportunity, probably, to reopen the 
question and the need . 

I mean, I 1 ve just gone through this thing a 
week ago - and l.!r . Coolidge •• •• • Now I find 
myself with the cement thing, and these people -

confidentially, Stettinius came down here at 
nine fifteen yesterday morning - Just came dol.n­
dashed down to see me; very temper at e , etc . , and 

so on, and in a very nice way, he shoves this 
~>age thing at me. Of course, the Administration 
doesn ' t want any wages cut . I me nn, he had to 
do a thing like that. 

A fellow wants to have full author ity and can 
talk definitely, see, and go a t the thing and 
concentrate on it - or only having a little 
piece of i t , buyi ng a few bags of cement - you 
can't do it . 

You have neither the authority nor the time . 

I ' d be willing; I'd be 7-illing to devote a 
month or two months or three months t o it 
exclusivel y, if I had the aut l~rit~ and I 
think that I ' d have a chance of solving it . 

And we ' d probably make t he biggest contribution 

to recovery that could be made . Now, on the 
other hand , the Government , as a whol e , has such 
a volume of purchase , that if some central com­
mittee reported to the President , and doesn't look 
after it, it can be a cannon loose on a v.-ooden 

ship, and just ruin economy . 

All true, but .:ha t I am saying, 1'1ith this group 

with whom I I'IOrk every day and every hour , this 

t hing has been a lesson to me , and I think that 
I am r.orking on s omething which I can' t deliver 

because I don't have all the cards in mY hand, 
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and, therefore, I want you to all think it over 
and talk about it again. I am going to read this 
price r eport over the week-end . Supposing I use 
this as an example, plus cement, and I go to 
the President and say, "Ur. President, if you had 
a Price Board, sitting constantly; that is the 
kind of a thing you should have . I have gone 
into t his thing enough to know there is a dire 
need for such a Board, but I, as Secretary of the 
Treasury, with all the problems I have to do at 
the moment, I can't do it, because I haven't 
got all the cards . • I ' ve been facing this t hing 
and, therefore, if we decide to do this thing, 
I think my orders to Peoples should be ' Go ahead 
and buy; you're a buying organize tion, and buy 
as cheaply as you can; get every discount you 
are entitled to. Buy in large quantiti es . • 
The f orVJard buying - that has nothing to do with 
it. Vie can still do the forward buying, still, of 
t he Department of Labor, - determine which are 
the slack seasons of indus try. That bas nothing 
to do with it . It is easy for them to say, "You 
don •t Vlant to buy shoes in July; that •s their 
top. Buy your shoes in October.• That ' s a 
question of going back ten years and finding out 
when is your slack season. Tbat 1 s a comparatively 
simple matter . 

This t hing is just too big for one person who 
hasn ' t got the authority. 

You don' t have the authority and it's a f ulltime 
job . Some bi g man ought to be giving of the time . 

This is a question of swimming the channel , and 
I don't want to go wading. See? I don ' t want 
to get drowned either . 

Supposing you had that other Comm.ittee - not only 
t he Price Committee, but the other Cabinet Com­
mit tee. Wouldn't they be in position to have an 
unofficial committee and take these problems up 
there and be responsible for them, so if you get 
that you may not have to V!Ork for the other . 

If the President ,;ould take r.hat I suggested -
four Cabinet members , and three or four heads of 
independent agencies met Ylith them every Tuesday> 
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Even that ought to be part of a fulltime man's 
job. 

As long as everybody' s in agreement, I don ' t 
think we have t o wait until Tuesday, Yac. 

~cReynolds : Al l rieht. 

Oliphant: 

H.1J. Jr: 

l'ihet that means is, you go ahead and buy, :~ccord­
ing t o the l aw . 

Yeah , but we're not . 

.!cReynolds : We're not going t o get in any jam with the 
Comptroller . 

H. •l. Jr : l'. e 1 r e not going to br eak it - on t he other harxl , 
v:e ' r e not going to do the ltind of thing •:e have 
been doing the l ast couple months . I mean, if 
t he Comptroller says I can buy cement, I am go­
i ns to buy cement, and I ' m not going to russ with 
whether it ' s f . o. b . or whether it ' s another way . 
I am not going to russ with it; I ' m going to l ot 
the courts and t he Department of Justice decide; 
I 'm not going to fus s with it, whether it 1 s 
f . o . b . or whatever it is . 
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and say, "Here 1 s the thing; what are we going to 
do?" I haven't been able to tell the President 
my cement troubles - handling 1t entirely on my 
own; haven' t been able to have a chance to say -
it's got to - to do it entirely on my own. 

Would it help you to get somewhere 1f a realistic 
picture of what the fall is coming to, which I 
think, and a lot of others think, is very da.rk? 
It might jar the President a little. 
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You have to have s omething like a st rike of ever y 
railroad employee in the United States . A national 
strike would Jolt some of them. I don ' t think 
anything less t han a national calamity would jolt 
the people . Please don't mention what I am say­
ing, but it would take a nationalcalamity and I 
can' t tell you people, in confidence, everything 
I ' ve done. Uy God, on this tax bill, I ' ve t alked 
four or five times; I •ve been slapped on both 
cheeks and kicked in the behind, aiXI still I 
call up the President, and as long as I ' m here 
I ' ll do ever ything I can to save him from doing 
what I think is a mistake . And I keep right on 
as long as I sit here doing the same thing, but 
what I am saying is , while I'm her e , I uant to 
do wha t I do with the help of you people; do it 
well and I don' t \':ant to do a job - say, go stick 
my toe in the ocean and find the water is very 
cold, and go deeper and deeper and finally I ' ll 
drown. But I just can't handle this . 

\7hat I think - finally brought them doTm a man 
reporting directly to t he President, and is 
handling it on as wide a basis as the whole Admin­
istration, and,.second, a national business figure , 
a man well kno?m in national business picture, 
l"<bo will inspire confidence, who's accustomed to 
doing, and is interested in . • • •• 

No people should r eport more to the President . 
That is a great trouble. If we are going to do 
it, this Board should handle it with the Presi dent. 
This Board, Economic Board in War Industry, a 
Board sitting with the President, should handle 
it , but nobody more should report to the President. 

One day he says, •vte •re going to build public 
utilities with taxpayers money, • and the next 
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day he doesn't . 

That sort of thing should come up at this Board 
mee ting on a Tuesday afternoon. 

What I was trying to say is 1 t he thing ought to 
be as wide a s the Administration - it oughtn't 
to be confined to the Treasury Department or 
the Labor Department . But 1t Ylill boil down to 
finding thD. t national figure . 

Pending that, if you are ell in agr eement -
pending that , then, I say 1 through 11cReynolds 
t~~~~s 1 

11Buy 1 and buy as economically as 
po · · ~t you •re no t a guinea pig for the 
Departme t of Justice or the Federal Trade Com­
mission. • Pending sooe decision on the part of 
the President . 

You •re including in that, proper timing, not only 
according to season but also according to cycle. 

I said Department of Justice and Federal Trade 
Commission. This thing, Mac 1 s been working on 
for years , is entirely different. That could go 
on just the same, because I don' t mean United 
States, Universal Cement - nobody can 
interfere with us on that. It is purely our 
decision. The timing and all that - it has 
nothing to do with it. 

It is merely a question of finding out how much 
you have to buy and distributing the purchases 
below periodsof production. 

But t his is s omething where t he fellows say, 
"No, we ' ve got a decision in the courts; it ' s 
beenthere for f our years, a.nd we want this t hing 
sett led,• etc. , and so on, and it isn•t within 
our control . This other t hing is somet hi.ng !lac 
and I and Peoples and - what 1s tbe name of the 

economist over there? 

Lubin. 

The 
and 
all 

f our of us can sit down and we 
we don • t have to ask anybody . 
the cards; here, I don 1 t . 

can settle it, 
There, I hold 
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!l .M.Jr : 

Operator : 

R.M.Jr : 

0 : 

H. 'l .. Tr: 
;tty Gen . 
o"' "Ulett: 

B. ! .Jr : 

B: 

l! . J • .Tr : 

B: 

H •. l .. Tr : 

3 : 

'I •. ! .. Tr: 

3 : 

'l . ii . Jr : 

B: 

S; 

H .. ! . Jr : 

9 : 

H. I . Jr : 

Hello. 

Attorney General Bennet t . 

Thank you . 

Go ahead . 

Hello . 

Henry? 

Bello, Jac:d:? 

Ho•.: are you? 

Fine . 

llay 26, 19J8. 
11:14 a . m. 

I t ' s awfully good to tal k wit h you, awfull y nice 
t o hear your voice . 

Ri ght . 

You know this Port of New York Authori t y 
has got a lot of people upset . 

Have t hey? 

No.,, I understand some of the collect ors either 
have already started i n t o collect back t axes and 
a lot of the i ndivi dual s who may be aff ected by 
t he deci sion. 

Oh, I ' d be most surprised because there ' s been no 
orders t o go out of here 

Here •s al l I'd l i ke to have you do Henry. 

Yes . 

I s to hol d it up unt il ,,e al1 have o chance to 
sit around and t a l k . 

Oh, r:el l v:e •r e not doi ng any t hing l ike that . 

You ' r e not . 

No, and -
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Julius Henry ~ c al l ed !De up a littl e 1·rhile ago , 
very excited, and said that people , that some of 
your people had started a !DOve to collect back taxe s . 

No , he ' s cock- eyed . 

\' ell, I ' ll just c all h1::1 back And tell him that 
his rears are unfounded a nd th.:l t you cer t a inly -
you folks .. on• t move until you have a chance to 
turn around • 

Tha t ' s richt . As a matter of f act I hope t hat 
Congr ess v·ill do sooethinc; to cl arify that thing 
befor e they t;o home . 

Home . 

'l . •. Tr: See? 

11 • . J • • Tr : 

'I , •· Tr : 

~ . : . . Tr: 

'1. t .. Jr : 

· . . . rr : 

'1 . , t • • Tr: 

.. e ll your disposi tion, I suppose, · ould be to 1.ait 
and see 1. ha t they • .. ould do . 

Tha t ' S right . 

Good God , you ' ve go t another year at l east, or three 
year s more to col lect the back taxes if Congress 
doesn ' t a c t . 

~ut that - I can a ssure you ~e • ve oade no move . 

Fine . 

And - 1\e hope t h:l t Congress r.ould c l arify t hn t befor e 
t hey t.O home. 

\','e ll Henry 1 s otne of us are ,.oi ne to b e i n l.ashing ton 
on Tuesday and probably going to a sk you to be good 
enous h to (iive us a heari OL · 

'· ell, I' 11 have ..!a.; ill here . 

Fine . 

Because he ' s handli ng it . 

I' l l tell Henry t o s t op getting frighte ned at shadows . 
C•lr• l)is 

Tell J ulius Henry ~ t o kee~ shirt - under s lur t on. 

Fi ne . 
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H. t.t. Jr : 

!l : 

H.:.t . Jr: 

- ) -
A.H r ight . 

I ' d like to tell him that. 

A.ll right . 

Thank you Henry . Good to hear from y ou. 

Goodbye . 
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l 

To: 

l'rom: 

Tlli!A SUllY DBP AII'!'III!IIT 
Office of ~he Secretary 
Secret Service Divieion 

Mrs. notz 

I have just received the nttuched 
itinerary ot the Pres idential Party, Reade­
Tille , West Virginia -Hyde Park , New York, 
M8J 26 - -----, indicating t hat the purty 
wUl leu.YG W&~hington on Thursday, IJhoy 26 
via B&O ll: l5 P.U. , arriv ing Reedsville 
9:00 ,.,!A., Friday, May 27. Leave Reeds­
ville 3:00 o'clock suoe day and arriving 
H1fl)llan4, New York , 7:30 A. ll. , IJ!II.y 28, 

(8:30 J.,lo\,, Stand..rd Time) . 

t..s soon as we receive 1ntol'llllltion 
on the return trip we will adv ise you. 

~·--~~. 

' 
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--~--~--~~~~~=-~,----~A~AOJff• ¥0 • 1 
and Ryde Pnrk , ll . Y., 
l:aY 26 to - 19~. 

TRURSDAY. ~ay 26. 

Lv. Washill&ton (B. ~d 0 . R.R. ) ,, 11 : ~5 p.m. ( 

FRI!Io\Y, Llay 2? , 

A:r . Reedsvill~ 1l'l .va •• . ... .•.• . . • • 9:00 a .m. 

10:00 a .m. - Leave train'for motor 
trip or 1nspecti6n~ 

12:00 Noon . - Luncheon. - The President 
and immediate party at schoolhOuse ; 
Press ·and photographers ot Inn . 

1:30 p.m. - Arrive (lymnnsilllll; attend 
Commencement Oxeroioes . 

2: 00 p.m. - Speech. 

tv. Roedaville . •• .• .••.. • . .•••.••• : 3 :00 p;m; 
,\rrivo Silver Springs ,Kd. l0:18 p.m. 

SATURDAY 1May 28, 

Ar . High1and, N.Y. (Uest Shore) ,,,, ? : 30 a.~; EST. 
8 : 30 a.e . DST. 

Hember s ot tho party: 
T H R P R l! S I 0 l! N T, 
Mr . John Roosevelt , 
Hon. 1! . H. JJcintyrol. . · 

Secretary to the .resident• 
Or ; Ross T. Mci ntire . 
Mr . H . l.t. Kanneo . 
Secret Service Asenta . 
Mr . H. G. Theurer . 

Accompanying the party to Reedsville: 
Senator 11 . 11 . Neely , 
Representative Jenhings Randol ph. 
Bon. Louis Johnson , 

Assistant Secretary ot wor . 
Or , W. W. Ale:<ander , PSA. 
1lr . John Fischer , PSA. 

Nowapaper can: 
United Proes . l!r . Prod A. store, 

Mr. Joseph Short, 
~lr. George B. Durno, 
M:r . J . C. o •Bricn, . 
J~r . l"olix Belair , J'r . , 
11r. Walter Troban, 
Mr. John O'Donnell, 
l.'or . w. C. Murphy, 
Mrs. Elisabeth Craig, 

Aaeociatad Prose. 
International News Service. 
!lew York Herald Tribune. 
llaw York Times . · 

Picture men: 
Mr . Ooorse Ske.ddins, 
Mr. HUGO Johnson,· 
Mr . Joo . Jamieson, · 
Wr . ? . I. Th~psofi, 
l!r. John Boehurst , 

Broa4oaoting: 
~. carlet on D. Soith, 
lotr . K. B. W1ll18DS , 
Mr . A. E. J'ohnson, 
Mr. Clyd.e Hunt, 
11r . Granville Klink, 
K1ee Ann Gillis, 

Chicago Tribune. 
New Yorlc DB1ly News. · 
Philadelphia Inquirer , 
Portlond,V.e., Preas Herald. 

Aaooolated Preas Photos . 
Paramount Ncws . · 
Times Wide World Phot os . 
International Ncvrp . 
L~otrotona News . ~ , __ __ 
N. B. C. 
U. B. c . 
N. B. C. 
C. B. S . 
c. a. s .. 
0 , B. S. 

Tolegtaph reproaent4t1~e• 
~otr . carroll s . l.inldna , Woswrn Ulllon. 

In charGe of Transportet1ont 
Mr . D. L. l.toornan, C. P. A. , 

141•••~ Boltinore and Ohio Railroad , 
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111.7 re, 1sss 

~diU' Mr. Proo14a\o 

It the a~ti• ot CODp"ooo 11 oallo4 to tho praotioal oitla­
tion oroato4 b)' the 4oo111cm ot tho Supr•• Court ill tho Port ot 
lew York Authorit,. oaoo, it ohould inoroaoo tho likol1hoo4 ot taYOr­
able aot1• b)' ta. C-c;rooo a t thi.o oouicm on tho reo-attcmo 
ill youz ••-co ot AprU Uth rolatizl& to tbe tax O:DIIIpti ..... 

'lhio oaoo hao croatq broa4.....t tho olaoo ot people oubjoot 
to tho Po4oral illco.o tax bllt ht.o lett t he olltor llaito ot thil 
enl&r'o4 oato,....,. \adotu..d. llorocrror, tbe Court p...-pn\a to 41-

~. •tu'• tllo law a o it al~ ht.o be•, .tith tho reolllt that tho 
- ~Burl&ll ot llztoi'D&l Jlo, ..... will, ill tbo ab oenoo ot new l opolation, 

ht.TI no oboioo bllt to appl7 t hh doo111on rotroaotbolJ. 

!ho attention of the Coacrou abollld be oalled to tho preoent 
urc .. t noo4 tor ouoh locillation to ... ..,.... tbo .. 111w UDoortaiDtiu 
ao to t he olauoo of people to 'llhioh our inoo• tax law 1o to be 
applied and to llt.ill&to tho ht.rdohip and lnoqui tioo which .,uld 
tlow troa the rotroaotiTe application ot thio laot Court deoioion. 

I, aooordlDclJ, a ttaoh, for your oonoideration, a dratt ot a 
pr opooo4 letter a lozr.c tbloo liDio to the Vioo Preoidont and to tho 
Spot.ltor ot tho Bouao. 

You -:r be illtorooto4 ill the _,.kid portion of the attached 
editorial em thil oubjoot 'llhl.oh 'l'plt.rld ill !ho ll'aahincton Poot 
CD !.lo,y Uth, 

-...o1oouroo 
IIJo lhll 5-U-18 

Paithtull7 yours, 

/ e/ B. l:orgonthau, Jr. 

Soorotary of the fl-ealllrJ 

Seer.-..,. lipod oarl7 &/18 t.D4 CGII ..t tho 
ortcillt.ll to !be Proo141Dt b)' Do1111JI&,Ir. 
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NE\1' YORK TillES - l.!ay 24, 1938 . 

STATE ACTIVITIES TAXABLE, 
SUPREME COURT DECLARES 
IN PORT, FO.OTBALL CASES 

'-·' 1'h• nnt optntcm, tu 0\IUbadow· 
me t.M •lhar. ..... ... .., OQ • 

(\ tlMof7 tMl tbt Port Aatbodtr if 
~ QC)C llt«Mal'Y to p.rot.d. liM • U• LEVY 0 'B:Et.ttcee or Ntw York. a.od N'...- Jcr-

Mf, I't'l tba worda ot JuUoe ltone, 

No• York. if!ii~ the tax .. nelt.bu preeludt• nor 

N Y Aut
-h . . 1t.hreattnl unn ... oD&bly &A)' tunc-

' . onty OffiCials Uoo - ··1&1 lo .... _ ......... 
.Ut.n.ot ot sta.t.a acwanuntat. .. 

Duties Found Uke Thooe - .. - ...­
of Private Industry 

Tbt oth..r rultn• ,... tftn&.d. OD 
lht bult tbat football cam•• by tht 
Unlvt ... ll)' of Geor-'• and Oeora-1• 
Sc:hool of Tec.hnolo&f, tYtn lbou&b 
a pe.r'\ ot Oeorcla'• educa.Uonal pro­

MAG ILL SEES 'MAJOR' GAIN•nun· , ,,. oot a rune<too or ""''' 
10"-l"'l.ftMDt W M trM Dorm \&D.­

doe. JutJoe B.ob<t:r\1 found, Ja 

N R I 
........ . O<o,.t& ... -barka4 

o u lng on Bond Income-.... . ... ,.- •• .,.. ,..,.,. .. .. . 
State University Sports ••••u•••· 'l'ollowti.\,J a ttea4r lint of d.el-

Called 'llullnell' ~ .... "'' ,.....,., ........ ... , ... 
t.bt OO'Irt bu lf'ld.U, b~ 
tbt ~t'· tall: ,.. ... tod.t.y't 

B t LZWQ WOOJ? nnd.ln.p ._,. upect~ to pl-., u J.m.. 

lfetl&l to TP tfnt T0111.c Tou.. portant ,.,.C. In rfl'tftliM ,..._t.tion 

WA8HTNCTON, 111.)' ti .. -'I'Woat the nut tum o·t Ccmf"u.. PrM· 

declalon• creaUy txpandlnr theldent Roo .. velt reoe,.ti.J' dtmandtd 

rovunment'a pow•r to t.ax ae-Uv~a. bnt•kln• Clown ol th• old. t .. mu.­
u .. of till St.at• . and l.b\11 U:pHtio bltJ '-rrlMw bttwlll.ft I O'Vtii"ILIDinl 

tlr!l' to:ac..,t.a.bUabecS prtftd,... ot u.d Stat.. 
tar lauaulQ-, ..,.. ~ 4cwra ll.'r. Wqt~J ~ U.. Autllort~ 

t.od.&y b)' the Sg;prf'ine Court. dee:l.tloa u 'l.tfor41Dc U.. ••...,..,...t 
In a o.-to-2 4eel.l!ou, d~~erlbed. by ktnd or •vpport r<n U~o~ 'hlOODUDift­

Unct• ,.....,.•ta.ry RonreU N.a,t.U oqdaUon• or PrUidtDt aoo..ntt In 

the Trtl.l\lry Depa.rtmtnt. u one 0rhl• ta• mu•q e•• to eou...-. Tbe 

th1 1n01t lmpo..t..C$ ht a ~··· •upport, Mr. Kaa:DI upk!D_,, wu 

the eoart ht\4 that. aaJartu or otJ ror that porUoD or tbt .,......_ 

flftn or ftle Port or Htw York.u&J" .. UAa lha1 ~ coul& aA> 

A.utJiotiQ- wt:N IUbJed ~ a FW. eomplttb t.u: uem·ptloft nlot& 

1
eral Income tax. The d.clidoD wu ''Tb• COIU1 apparu.tly cut Ulrocq:b 

W1"1t.t.n b)" JueUce aton1• the undlt'brueb of bundf'Me or coft-

ln a.nolhar deollloo, d•llyere4 by t\aiJnl' tu deel.sloM," he •ald. "lt. 
Ju•llee. Roberu. the oourt tound,l• a m•Jor aeblevement In tht tteld 

1 ro 2, lb&l t.be ~bt of tau. lion." 
1*7 • 10 ,.,. cat.~' 011 ,.. Adloa u to Port ... 

Uebt. lo rootbtll.....- ,...-ot.ed Onl ~ o't .,-. .. t .t.pUteuoe. 

t.y Stat. uaivw~W'... rec.-utb' ~ 1ft OOD:Metloa. 

Ju.tloe a.&ltr f!ld Mc.Rt-)"ftoiU wttb th• Port Aa:tbo.rt\1 a.te • .,.. 

Ylproul7 4'-n.lM ID both cuet. not dl• poMd of by t"• court. Tbla 

.... .,,.,, Ia tbt ""' t••t. a cen·wu wh•tber the TNUU1'7' mtc ht 
t\11'7 of p ....... t. h&4 bMo vtt~t- Lu th1 bond• of tb1 Authority. 

tun.M ud la -.ch Gat. tM aoden~JwUo• llOM apadftcall)t D•W that 

tMot7 ot lta-te tmmualtl bad Men tb• ooun 414 Mt ~ oe th• CIU~ 
eoa~ .,..pt uY•. J'Dtln Uoa ot tutq \M tacom• ot tbe 

CUdOIO wu alleeot fi.U'IDI ~ A.utborU7 lt.Mll. 

eraUO• ol ~ J12.1tfot ......_ t:. t.tM About a 7ur aa:o Att.onq 0.0. 

tlt*l. • - tral CU.rnmln.p , two,: br"- In 
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~ CIOIItraef.oA .... , to. ot fl• P'f'V11;1;CUt. TJw,... &. 1!10 .udJ 
.....,. tMt U.. ooart 10 OMD-,IeuJy n~il7 herf,, and lbe ruunh:l1 
tDto a~ ot U.. prtad'pS.. of tu lm,.lrmtnt ot liM Fedual powu tG 
1 -- __ .._ t&a ~M a.plut tbe adv.nu.a•. 
DUD.-..v. 0~ & Nqu.\ 'WU ,. ''Du.rill .. the p~l'lt te.rm-. ba.Ye 
lter.ttd b7 Jutk-e Blaclll Ia a co• held that tht com.penatton o f • 
eut"''efte. toclq. 'I'M lenat.. )1nanot State tmploye palcl from. lhe State 
caauntttM bu report~ & ton~~' Treuury tor hit! .. rvtce ta. Uqutda t­
f'*llt re.oluUoa to a~o~t.bortae a 1.1'1&' an lntolvent corporation. wh.,.e 
twel~ Coqn.u1011&1 ooraml\:oo U" 8tAite w•• Nlmbv:I"H:d lrom the 

corporate u .. t • • ,.... tubject to In· 
tee to WWitttalce w eb a. etud1. come tax. MeLougbl'n vt. Comml•· 

orw.a.Qo>-tln 8ta tea, fMrful ot a •loner, dtclded Feb. 28, uss. 
Fe-clval• taa. rMllted t.be ,overn• .. But the court hu nflve..t ruled 
mt.Dt ID ~ Port Authorll.)' PH .. PI-ettly on the preola.o queallon 
dtet-'rlfll' that a. dtclt:lon for th; whether tho ConeUtuUon annll 

10'\munHy from P'ed~ral tncome tax 
TrM.~uey would tend to dtl'troy to the ...aa.rl .. ot Stale emplo)'q 
"the UMtulll•• C.O all or th• 8t.at .. performln.r. at the ape.nM of the 
or tbe avtlllol'lb' or coauniNion ll&te, .. rvloea of the ebara.ct.,. or-. 
metho4 ot ubt..,.... 1011ncl an4 at· 4Jna.rtly C&JTI.elt OD by private dll· 
CJ:h,.- r•ul~ .. &&Ill. ~ 

• .,.. R. .. nnue Ad of 1117. oon.ht· 
Th• Oro4f:'t doMta6oe upeet the find:• ef'td In )(etealf 1c Eddy v1, llltl!b· 

lnp ot the Boa.r4 or Tu. A.p..-b e.n, n ;pra. uempted the Alarfes or 
ancl the s.eoo4 Or-cult. botb of all l4.aw _ pao,_ from I.MO~ 
'WhJch hel4 O.t the 1N2 a nd UA ta&. . ... t lt wu h.W in that cue 
aa1&rfu of Philip L. Ge,-har4t In• lbat neither he eoo~dtu:t:StJnal tm-

• munlty ftW lbe •tatutory u.emp,lon 
du.trlal COASUit&ftt, and BJIUn.p Uleolled \.0 ha4eP"nclM.l coat,..et· 
WU.On aftd John J. llulc,ahy. •• Ol"t. ~ 
• ta.Q_l p neral aa.n&&en f~ t.h41 ••tn 8n11h .... Com.mtaioner . .u­
Port Authority • ...,,.. not t&X&bt.. p.ra. tbe applicable Tt-ulttry tqula• 

"Tbe eha.Dtrtaed taxea an upon tiDn up,on whJch the ~verru:atnt re .. 
the net lneome of Hspondenu. Cl .. lAd e.xemptecl rrom Income ~ the 
rlved from lhe.tr empJo,ment In compen• Uon or 'State oUI<'eNI -.nd 
commota O<'eu-patJoM not •hown to emptoyu' tor 'Mrvlc .. rendered In 
be dJtferent In their mtthoda or c... anectlon w1th t.be uuet.e of •n 
dull .. rrom tho• or •SmlJar ero.. .... ntt.al f O\'ernmeotaJ tu.neUon or 
ploy .. Jn private todultrJ," eald the 8ta.te . .' The .aole contenUon or 
Ju•Uce Stone in ~IJI CUI. the ( 0\'trnm(lnt wa1 that the matn-

"The ta.xpayerw '•nJoy the bCII\erltt t1nan~e ot the New York City wa· 
a.nd protecUon or the Jaw• or lbe ter 1upply IYttt m wu not ~tn fa• 
United Sta.te.!l. They are under a. MnUa.l IOvernmenW tunctlon ot 
duty to .upport sta aoveroment. and tht lt.ata • 
.. ,... not beyond tbt Nach. ot ltl tax· _ Oum - ---- " -' ,....., 
Inc power. ..~o 011 -u.a~ one 

.,A non-ditcrimlnUOI")' tex laid 01'1 • ne ro~ertlment did not attack 
tb~lr net tncome, tn common W'lt.h tllt replaUon. No eonte.t'IUon wu 
t.bat ot all other memben ot 'be made tJ,• It or oorulld~red or decided 
community, oould by no reuoJMble b)' tbe ooutt that the burden of tt.• 
probabtUt}' be cont!de.red to prt-- t.x on the lltate ...._. 50 fn4lreet or 
elude the pr.rfo:rma.ace of the tuae- oon,tectural u to be btlt an lnddut 
Uon which New TOrlc: and Mew J.r.ot the couil-tenee of tbe two 10•· 
• 7 have undertaken. or to oblti'Vd f!l'ftmt:nt.. all4 t..Mrl'!o.-. '1ot whb.Jn 
It more t.ht.D Uke pdnte -~the t:ocatltutJoba.l tmmunh.y. Ude­
p.U. are ob«rvcted ~ our t&Jdna terWntUion or that point wu tm· 
aystem. r,ue Ia Uie cStd.lon. It m1nt be Um-

" l>ren tbou.lb. to .. me 1n1aMt,... te-d by wh&t 11- now dedd.ed. 
tat.ca.ble exttat. tbt \&X deprlv.. ..We think It p~ \bat .mplo)W 
t.be States or Lh• adYUtq-e ol PQ"- or t~ Port Au~horit1 are not em· 
tn.r Je• tha.A tbe ltaod&rd r• te for p.loye. of Ute- State or a poU!..iot"l 
tta. •enl~ whkb tbey •nc .. ed:. l'l.lbdl•'•~n or n wilhlo tbe m•n­
Jt does not eu:rtaU any of lhofe funo- InK or the rt.,ala tJon u ori&ift;l.lly 
t.ioM wbic.h have bMn tbOUih~ hlth-· pro~uulgated. a.n additional nuoo 
e.rto to be UH-11Ual to thelr coa.- why the l't.JUI&Uoo.. evtn betor• Lhe 
tJ.nutd .xlsU:Dc:e u St&tu, _ 113.8 a.mudmtnt, wu inette«ui!J to 

"The. effect of th4 tmmunlty If •I· exempt tht ull•rtu b"'rt: Involved, 
low44 would ~ to rellev• ,..pond- "lb:pru •.lng no ophtlon whether" 
ent.t of their duty of flnaneial IUp- J!'tdtrel tu may be. Imposed upon 
port to the N&Uonat Governnltnt. tho Port A:uthorlty Itself with re­
In ordtr to aaeure to the State & ll)tel to lh receipt of Income or 
theoretical advanta.re H •peculaU~• oth•r actlvltlu. we de<:1de only that 
to. Itt cha.,.ctlr and mea•uremtrlt U\t pr.a.nt tax ne.ltber pree1udu 
~ lo be UftiUblt&otJa.l. A tu lm· nor thrute.na unreuona.bly to ob­
mu.ntty de.vt.ed for prot.etlon ot the atrvct any runcuon NMntiAl to the 
8t.ate.a u ~overnment e.nUtltl c• n- conllnutd u:leteDet of lhe St.ate. 
JIDt be pffdH. ao tar. f"fl"'v~mmenl. 

Jlecall PreY~ DtlcWM "So m\Kib of \be b\l.rde..o ot th~ taz * oaa laJ4 upon rnpo.adet~u• income u 
•-nae -bula upon wblc:h oon.UtU• may read~ the State iJ but a ncou­

tJoa.al taz immualty of a Bt•t• bu Mry lncWent to OM ~t.en.ee 
bae.a euppoi'Ud le th• protec.Uon w'llhLD the aarn• orp.n~ ~ 
wldeh It a.rtord.l 10 tha eoaOnue.d 1eent ot tJ•• two t&dQI' e~Wertl~ 
~ of U.. State.. T• att.&Jn an4 hUH h a .,.nle-e the- uiltnoe 
tM:t _. It ill DOl ordJ.~~Arll.7 ~ of wbl~h tiM Ooaatitot.lon pr'UUP"' 
_,.. to CIOGiu on t._., SUte • COJIIo JI('M'.a. Tbe lmmualty. U aUow9d. 
pe.UtJ .. ad~• oYer prfvat.e ,.,... would &.a: IA&dmiM:fb.Je c:x· 
.. 1'14 to eanyfnc on tbe opcn.Uocu. teet upoa. t.be_ t.uic,r 
e eoa.uuauon 'bu. 

~ Oon""' 

':J7 ... . 

·"--=::::. ... • .... 
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ttom \bool4 ,paJd lo Sta.t. otr~ the Court pUta thla de<ltt011. to- tau. o D. tbe South C&rot16a d ll",.,... 
e¥f.n thoulh the Aul.bQrlty iol • 'bl- d.Md, 1\e «Jr)~ tiKiahn.S lo-ury .,-stem. Attt.r JSodo.l O(.bt_f' 

State -.mo. Ju.tfee 'Stooe bad tent- to Uk ~oa.Uoa of tbe ~. be added : 
aJnady dluk-lf.d tbe t~ ea.H~,doetriae or hlttrnuUt,y oa. wbkll the '"'J'be l~liOft COMidt.rd In 
of M~Uoc.h " · M'.a$ncl, CoRee- Bnull cu. rttta. South C&rottrur. n . Unit .. ltat• 
tor .__ 0&7 atld lndia.ft IIGt.ort;yele, "lft aubtta.nee. ... wtll u ln Uae prvvtded for a d fvit:ioa of UM ptollt.a 
but Me .. n . 8uUer attd K e.Reynoii!U,Jaft.IU&re UMd, the dtcltlon Ju•t an• of tb4l d..ia'J>l.Q.a&.ty aya~m between 
Mid tM.t the SupN me Court •hou-ld noun~ed tul)ttiJutu for that dQC• tbfl State trf,U Ur)' and c lUte e.nd 
atttnn \be lo-.r court. with th .. trine the proJ)Ot iUon thAt, a.JtboU.Kh countlea. Thua U1e en-.l'))r1,. con• 
very eut:a u pr.c.&tnt.. •the F'~er•l tax may lncreue coat t.rtbuted cUreeUy to tl'l t 1uetenance 

8 uUe:r"11 Ylewa tn nt..m.t or SU.te rovernmenta, Jt may b4 of every eovernmental aeUvlty or 
1lmpoted tt It do.a not curtail tune· the State, 

J'o llo wLn¥ lbe Indian Mot.oracla Uona ell,.ntlttl to thalr eaJet anee. " In t he prue nt lnttanea, fm t .. d 
u.•e, W d Jua\lca Sutler, wrlUnc Ekp rep ly or aub 1Ut ntlo, It o1 er-' of covor-lnl' tba procoeda or p rOt1t1 
t h t dt1e0nt: r ule• 1. century ot preeedent.l.' l ot tho ezhlbltlona Sn t o the S tate 

.. Wo rteenlly a pplied the principle In concurrln1 with the ma)ONtvh reuury, tl:•• plan In actual optra~ 
In N. y , u rt1 Ro&ers '"· Grave•~toJelon Jw1Uee 8 laC1k M id : · {u on appropriate• theM mo nty. Jn 

"Wt ahou~ rev iew a.nd ,....nmlne eaee or what t ha S tau deem• Ita 
(JM, 41, 1(13'1) to p.-.vent tht 8latOftbe ru_t.a bued \190ft CollettOr V.1( 0 Vf:MJmentaJ ObiJJalton to IUJ)port 
ot New York from t.axln& the aal&ty Day. Tha t ~I"M would logical~ a tyetf:m Of public H uallon. 
o f eow1ul o f tba Panama 1\aJ.Jway raqutf'tl U.t enure w bl«t o1 h\lA ••nae dltff:rence In ~ethOd 11 not 
Company, • P'ederal ID~~truman- ao• em.mentaJ ta.a tmm unlt)" to .&rnttleant. Tho Important tact Ia 
t&JI \y, a.nd In Snub "' · ConunJ• l'eVhnrtd In \he Ufht of tbt dftet tha.t the $ tate, tn ord• r t,o rt.IM 
1lon~r ( )la..rdl, U , 1137> to Pl't"ftftt of the Sb:tMnlh Am•n4mtnt au- funds fo r P'lblle purJI'"U, baa t m · 
' '"" UnHH Statu rrom ta..d.nc tbe Lhor1.dn.c Con.,.... to l• vy • caa on bal-kf!d l.n a bu.t:M:U havln.t the tft.. 
.ala ry Clf the ~hie! t:n.ctnHr ot tbe ' lrw!Om.es ' trom whatevtr ~ d• dden.t.a or aln:ulu • ntt.f'PnNa u O.I• 
nu,....u o t waur supply for the r1ftd'; Aftd, ln tbt.t ....._nt. U.. declo ~ pt"OMt:Uted for pri..,t e p.ln. If 
CU1 or N ew York. .tort. lntt rprtllft.f th• amta dm ent it be- con~H. tbal t M 41ChJc.flon ot 

" Ja Hd¥et1DC -. Thurdl ( F eb. would abo t. N-Uamlne4. It protped:i '#fl dU...n.a Ia u u.en· 
21 1131), bolclinc tha-t tha Federal ' -r'u1la.& taab1Ut7 by jt,dJdal t W cow.rn~~Wntal tuneUon of Otor­
Oovtmment hu power to tax eo""" de t.rmi.MUoa Uwl.t. Stat• s oq;m- ~riJI.. u ~ to the pruena· 
ptnaatloa paid to attor-~ and mental f'\lncUoM lll't NMDtl.al or tl(lfl o t tM State .. U the mai n· 
ottl.tn out of cor-poRte .... u for DOD-tNII\Ual eoutrlbutM mucb to t •l'tMoe of Its I'Xeeuttve, le.StlaUve 
n~._ry atrricu ftndf_red a bout t.b• aai.Una COftiWilon. l lieU"'·• a.ud Judic:lal bn.Mh ... It dOH oot 
1M llquld.atJo l'l. of ln.eolvent cor~ tha pruent cue aJforclJ oceulon foUow tha.t h the Sta te tlece.• to 
rAUona by State ottlee.ra procud..lnl t o r a ppropr1at. a nd n.c. ... uy a '-n· pl'Ovide the runda for any of tht~t 
undtr her • ta tutts, we said: clonmani. ot INCh • teat, partlcuLA.rly purpose. by co ndi.K'tll'll' a b\lal nt N . 

" · Amonr the lnfer-t.l'l« a wbieb alnee reeent d tel110n1 have a lready the applluUon of t.he a vail• In 11ld 
d~rlve nece..._rlly rrom the OonatJ- aub•tantlaUy aclvancH toward a "'" ~ · nece ... r-y governmental l\l.nr · 
t utloft art th t.1e: N o Sta.le may tax examl~tatlon of t he doetrllle o r ll'l ter- tiona withdr8 wa the bualne .. t rom 
a Jip toprla t e m.u rt• wbleh the tJnlt• .rournmtnt.l t mn1unlt&>. .the fltld of Federal ta.n.tlon, 
ed 8tate11 may employ for exerca.. "Su,.,ely, th• ConalltuUon eonulna "'The lm.murlty lmp1lt cl rrom thfl 
lng their d ele&aled powe.ra: lho no lmp41rat1ve manda te UtAt . pubUodUill aoveNIJTlY reeoKnl~~d b)' Jho 
United State• m• y no t. t ax lnatr u• employe• -or otbel'll-drawlnk •quAl Constll ullon dou not • xtand to 
mentaUtle. which fL State nut.,)' • m· ••Jarilla <lncom•) 1hou.ld be dh<lded bu1incu cn t.erprlata eondueted b)• 
pl>\y In the d iKMrge of h t f' l"aen· Into Laxpa.ylnr a.nct .no n-ta.apayln.s: tbe Sts \ct for pin.'' 
t lal 10vemmenta.l duU~b.at II arou~." Dlpent $Ha 8ta;te •'Burdm" 
th011e duu ... which the t:ra.me.n ln-
t ttnded n eb membt.r- of the U'nlo n F oot.b&ll P ound to Be But.lnt'l Juatlce Butler. In t he d lnent 
would .-ume In ordt r • dequa.ttly In U~• cut l.n¥Oivln.r footbalJ Jo1nedi bt lLr. McRey ::tolcla, •rott~~ : 
t o runeUoa under the t orm. of r ov- pme admlNioM tuN .ome t lfttot.n •·Tbe boldine of the a t.hlt iiCI c:on· 
"rnn\.f'ft\ ...... ranletd b7 tb~ Coned- Sw t ... b.acl. joined Oeora &a lD n a·bt· tNt l t.n quutJotl t. an lnte(ral p.Art 

tutlon. la.r th• a o ... mment leY)' oa uaeu. qf that protram (or publte td\Kao-
•"Tbe Cout1 N>tml=&11 adm ltUo.c " l t &. evi4tiiU that lb ... ~ doa, •n4 dou not ee&.H t o bt Wt'h 

that It woul4 be tulflt to a.tu.mpt bl llon cnt•rpn.t. . ,.. «Mn,._,.U.-• brtca.u.. it pl'Oduou Lncome. Tbt LAx 
to 4 Lttlft.I'U;Uh u.e cues aow be!ore 17 taqe u4 Art tlM m...au or pro--&. lmpwed dir eelly on and t.uN.,n • 
• • f rom lhe Bna.b caM. ~;~overr-ule& cur1n• aubA&.nUal au I « Uae tta.t aet n it)· of tM Stat•. 
It by d.el&rinC lbal u u:.U.tt 1M Jlro- Khool•• procn,m• ot a tllltUca a.n.d " It la hard t.o uDderata.n4 Jtww.. IN 
ltt4 b1 what Ia now d.edd.ed. The phy.tea.l edueal&on.'' lu.tLct Robo eoUtctlo!l, by the State of flltf tc.r­
lolkltor Geatra.l d id not Ia a.ay e.rc.. ata tH. " la fln&l ~ tiM th<e prlv:a .e~e. of attenda.net br-111r . 

mannrr Rlle lb• poin t o n wbteh qu .. t lo.n we IDiillt dtelclt la wb4t,h.o :::u!:r r!!eW::~ ed•Jea~~t'":'~ 
er, by etactt.nc to au.pport • to"•""" · 
mental actlvft¥ Uuou.,h tbt COD<o tbe tanl ol Mlllftl l:ntox•et~tlnlf 
duet o f a bualntN compe.ra.ble Ia. all Uqu~. operatJ:nr • rail .. y or CNI• 
usenUa.ta to t.boM ua~A&lly cooduc;t.. due.tang any othtr eommereia.l 8 C'• 
td by private owaera, a Statt m.ay Uwit r . The tax 1et.ma plainly wtu•· 
wllhdraw the butlD.U• f.l"()m tha In t he r-ule ot State ltrununu,, trom 
ffeld of l"tdtral t.uatloa. Fedt r&l t.axau on ~ hitherto undel"' 

" When a State ambarka Jo a 1tood a.nd applied. 
tiu•lne-•• which woul<l o ormaJly be Dlaagreementa u t o proe..,ural 
t axa blt. tht t•ct tha t In 10 dofn.l ll poln.t.. In the t ootball eu e wore tiC• 
Ia u e.relalnr a rovem mantal po we r P~Ned: by J un lcea R eed, 81o n" ~nd 
dou not render \ht &Qllvlty ln'l· Bl~~oek . a ene.rally to t he afftet t hat 
mune from Jrtdar• .l ~Uoo.' tbt lower court had u eeeded 11r 

J'u•Uee R obert.e revt41 wed at aome •utbof'lty In JT•nUn.r an lnJIInellfl n 
lt neth tbt eaat In whleb I he Su· .. p.int:t the lntema.l Rt ven lolt Col• 
p roem• Court yea,. t &o d.cla.red leetor. 
thAt t.bt «QV4'rnmtn t eould. under 11 GI)O: toe • y;;-F00~1 TuH 
the NtVtnut la .... tmpoee ll(!t:a..ae ' • ..,. -n.. ,._..t .. ..,._, 

WA.SHINGTON. W.-,r 11.- Tr .. • · 
ury orrtei&la - ttmat..t t6da r lh• t 
a tloot l l .(ICIO,(JOQ w-.. ~uecuc.t U · 
DualJJ' ia taxh on a dmlMIOfta 10 
l.ntereolkp te footha.O pme~~ o! 
State and otbt.r publk u nt•erflUu. 

"l'1M tu: b.u been paleS un4tr pro­
tut pe.ndJn.a: • Su prcma CM~n rut­
In~ on w....,tbt.r auc.h a taa wu oon 
.sLi.tUUOMI. 
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U SKIJIG!Oll POST - 1ta,y 24, 1933. 
~3Q ~ .. 

!!:~.o Uor&e ftUICIKu~~i!l'fc. no mlnort•r ••'""" potuu ••• tbtt •h•• 
-ns'Ji3tK~~,.fpfl..L th& supr@mt Cl\urt " llftl'fftllatlon conftlc~a not merely 11.lth a 

Ia dltlocllud to J h't tQ.II .-eight to tbe lm• lone line of old. d·eebloaa, bul ¥try dlrtciiJ 
portaac.t or ebao~tnr aoclal eoodiUon• would w1th tha vet~Uct of tho 8upr0111t Court tu 
do well to t \Ud.t , .. terdaJ'I opiaioo 00 th the Brual'I..F• •e-. a Uttle oYer ll rear ll;o. The 
Pedera l IDcO ... w ·nabllltJ of 1mptoJtt ot Coun tb~• held that an eacloetr tn tbt 
tbt Port of New T ort Aatborltt. I a tbe employ of ~ew York Cltt't mualctf)ally­
IM:U.C of ~ ataoritr. Juttca B11.U.r ud o..-1ud •att:t t rs:te.al wu not nbJtct to f'td• 
llcReitolclt . the JUdrmnt 1s oat wblda •rat lacome tn:. Aid tbe ••Jorltt are 
.. oY.rnl• a CDt•l'7 ot ~ec.edeata. .. Aad ""tdeallt • .. •r• ot tb• cO&n(r of tbl• erhl· 
-'btl• tb.t maj ority oDta to11• d.tlnred. bJ d t ra. In the • ord.l !( Jllltlee Stone: 
Jvttlct ~~toae .. Mol¥ that utertlon u DOOt• ha • period mu}'ed 111 a contt&.Dt e.r• 
tbeltN ZDJ~tt;Jtl&Sa ~t tbe coa.r-l propotet 11Ut1on of I OTtt'tlntt-nl acU•Itle:t ud 
to eu mJoe Jf'toqtden~d If nece~t&rJ the ateadr multlp1teuJoD. ot lbt com .. 
dlaeard tbtm- l il &be Uabt of cur rent c:lr- pluhlea of taxhc aratenl&, It Ia per· 
cumtl t aco. • • • h&Pf too oluch to u:pen thllL the 

Tbe bu lc l.,a•• ta•ol'fed In the case 11 tbt Judicial pronoanc.,.taU ma~ltln& tho 
thornr tubJec1 of t...x . uempt1oa. 10 wblcb boundarlt t of State I mmunity 

1
hould 

PruldtDt RDOM•elt a moa.tb aao d twottd oreaent a comptetetx.~ 1ocieal pattern. 
a •peelal Cooafeato

11
a f ...... , ... 'T•• Sew Jt I• anfortaaat.., tOr th • d a rttp ot tbe 

Yor k Port A'adu,.lty d~lllcn 11 act dlr«UJ cur-reat ded.doa,. tb.a t I• th• Bnub cue 
con(411neti" wh lt u.x·~U•Pt a.eeurhl... h tbt COYtnuaeat coatea.ded t.llat a mnk:lpal 
contldttl onb U••1m.manHr or "Stato oadalt •altr ,,.t:t-m. lt aot aa n tDU&I conr•· 
lrom Fdtnl t.a.u.lloa and •tee ,.,,.. ... Oat mental fuatt10ll, and • aa o,..rruled. Thta 
•!me l'lf tb~' otriUr did&- th antral ob· toren tbt . Court ta .the pru.e.at tnt taace 
urrallofll·-flrt 1ot...a cbara.ctor wbtc:b 11vu to do • 1000d du1 ot tocte-cbopplnc on tn 
aurport io '"' President's cont3a llon that burdoaa wbkh art "ao ladlrett or eon­
lo.cl~&l!Hio" ' eodln'r tax utmpUon would not Jec1ur&l aa to be but an lacldont of lbe eo· 
rCQ\IIro n CDniUtuUcmal ame nd mtuL. "JCiftenee or tho t•o I OVtram&nll , and 

Ot court; Ht~ Couft doe• not a pf!elDcallt tbtrttoro not •:lthln Lbe eoottltutlonal tm· 

'II:CtJ& tbll\ ladctd' It cmpbaab.ea tbat tn m\lftltJ"." 
I'·'" ca•t of ta:r-exempt ~alarie-.1 tllert ll a The teurt lta1't~ tbt pftture &ootutt •l. J\n 
,. •1 dlttlntUoa. ruorlna; tbt artt, bt:tWU.D tatPIOJt of a. mu.a ltlpat water worlc:a ta 
t'-tdtnl lnfrtacemeat ~D State .onr.l;Dll tstmPI from Fedenl c.auUoo. Aa 

1
moto,. 

""'J State lnfrlal tmnt on FtdC!t.al 10,..,.. of a aaaldpal port a otllorlt7 It not. Em­
~ :nl). St,•ertbeleu tbe hl&hett trlbootlplOJf'S or b,.lc State fantUoat ••r .,. u • 
lnrtlrtocllr auttaln• Lbe "'bopc,;.•. uprwH bJ tiDPted. Emplorea of a.cdllar1 tunc:Uona. 
Mr Rt10ifl'f'e11 ttn o\prll !$, "that 1hete lU • •bleb mlcbt be handled bT pti't'ltt Utf'r· 
hnrnunllif"t •~'• 00~ iniJ:Or&bl& uqulrement• prlae. a.hould not be e:remPttd . 
u wl• r \tll'l l'on•LhuUoD UtcH but .,0 1111 tlere St room ror cea.tcleu 11Ucallon .nd 
...,.~, 1 1t nr judl~l~t ~ee tsiOn:• endleu dtft'ereneoa ot bonen oxptn oplu· 

~, r., r •~ IU ten;thy, 
4nd In l'llll:tl tn· ton. H b eearce ly to 11111 oxptetotl that the 

.-nh t !l, ttnl)nln~ can be baldly 1ummarh.ed Suprem·e Coun wll1 U'lruh out ont by onfl 
'' ' "' •t~"rl•lon dra•• a d lstluctlon MtwtfD the tubtle tUatlnetlon.!l b"twetn whit .re ~'-*t•' tunC"tlona "without 11rblch . a Statt baste aod wbat are t ecoo"arJ acth'HIH of 
,. ..... u 

10
· c:onclaue to uiat u a conra· &catt 1onra.meot•. 4\ nd r.-. .. tblt rtuon s 

••r~tal eat h) ·· ud State fncUoru .. wblcb tlarf(JiDI a.tatut•. u wrt~".J '1 lbt Pf'~l· 
co•14 H ca.r-rl~d oa br priwate eote:rprtat:' dtot. o• t:ht couUt; Uou111J ,r .-talch Ult 
1t h aot cltftni' "''' rsafllrmed thAt em plot•• COart would ba<re cpportani1J to p.an u 
In the•• blltc toodlons ot toal ,o,.tnmtDta anlt, ~~ hrou;bt moth dO•"'r tt,. Nttf+r· 
¥htn&1d be tmmune from Federal ta~nlon. da)·'• detl•lca. 

But It t1 clcftnltt:ly 1t11te;d. that tbla lmnutnltJ 
llhou\(1 noL 4uttend to SUllo o~plo)'OI In 
nrthlltt~a whlrh •r~ ln~:n~nUal ror "lbl 
rotlli lllll"'' ulllt'Drt• ot tht Stille 11)\'0&'n• 

IntO I." 
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TREASURY DEPARTMENT 

IHT.fl omca COMMUNICATION 

..... llla7 26, 1938 

To Secra\aJ7 lllorceathn. 

~ ... M II. .t.. Bar rle 

ClluTant 
Marktt Bttlt 

240 

1 1/8'/. Treaa. note 6/15/43 (15 ;rro.) O.iO - 0.~4 1 pt. 3/32- ~/32 

2 3/4~ Tr .. o. bond 19158/63 (20-25 7r1.) 2.62 - 2.68• 2 ph. - 1 pt. 

!lote: Jt a 2 3/4f, bond h o!hred the boldero o! the 2 1/2'1. Septeabor 

cot11 t here 1• ao extra 1nduc .. ent o! an 1ncraaoe o! 1/'lf, 1n 111\ereot 

Cor the t hree month period between June and September. !bio 1ncrea1a 

ln lntoreat 11 equl•alant to .06215 cent1 a bulldred or 2/32Ddl. 

• Tb .. e mara\ baeea, !r0111 a matl:.amaUcal atudpolnt , appear to ba the 

uxi&UII u ci ID1n1.oraa that aw:b a bend .,uld oell on. Other factoro -•t 

determine the !lnal baala, w eb aa the marlatt reception at the time Df 

tho o!ferl136, the also of tba 11.ue ud the !eellnc lnYaatoro will haYe 

about tak1136 a bond 1D a nn !ield. 
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May 28. 1938 

H. K. Jr. called the President - "I wanted to tell 
you that I am not flying to Dr. Warren's tuneral so I will 
be on hand in case you need me." The President said, 
•All right, two o'clock.• 

.. 

241 
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Ka)' 2&, 1938 

At the Cabinet •et1ng tod&)' I aa1d that bueineu 
wae still getting worse and that in the preaent fora of the 
Reooverr Bill I d1d not believe it would help the preaent 
ettuation and that it wae Just lUte putting -one)' down the 
rat hole. 

The bill hae not )'et paeaed and there ie et1ll 
t1118 to do something on the ReooTerr 8111. 
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... I:DI:RAL R£.SERVE •ANte 

CW NEW YORtC 
24~ 

CORRESPONDENCE 

COIIFIOIIi'fi~AL!t...!!nL~R-----­

J. t._llcl:eoo 
.G: ........ 

•r. 801~ aalled lr. 

DATE laJ' •• 1811fo 

SUBJECT• 'fiLIPBOIII COIYIIWIOII Wltl 

S.o o_ 
boke at 10 a.a. lOa\ of tho -\riea 

!llrope nre cloae4 to4q 1A obaarnaae ot a bollliq, with the relllll\ 

t hat all axchaac•• ware qutn aad ha opened e oala ~tq. !bar• ntll 

continued a pera1atmt 4•aa4 t or dollaraJ aterl1ns belano .. ware a1ao 

OOD1'arted into cSollua • 

.&lthou&h B~1ua waa a\111 lo~d' the IPeculaUn 11101't­

oeued, at lMa\ tor the preae\1 aad the canaral IUJ'Opeaa 

pietun looked, it &DT\h1og, al1&ht17 batter. Mr . Knoke aaked ht. tlbd 

he thoucht ot the lat .. t batch ot rreob deer•••· Bolton tboucbt 

Deladior wu doiq wall Wldar the cir-•tane .. , particularl)' with \be 

mod1tie1t1on ot tba tort)' bour weak. Be thoucht Oaladiar would hna 

t o so alona 110~ and •• wet not upaet too ncb at preamt. lla 

adrl1ed Ul ot ohaac•• 1D t he lapaztale Cabinet, atating that Prtaiar 

ltonoye todq raeon1truotad hi e eab1Dat appoiatiq Omaral tJcak:1 aa 

Foreicn Ktn1a\ar lllOoMd11l& ~ki Bil'Ota and Iobin Ikeda u 11nan .. 

111n1 ' tor euocaadiq Okinubo I:~ a. 'fha n .. rtoanoa ll1n11tar, a Co•· 
senatha, roraarl)' hHd ot the .11.1\Ri Balik, wu a aan wbo Boltoa thollfb\ I 
ei&bt nert a 110deratill& u n ueo• oo the a1Utar1a\1c part)'. With 

rehrm oe to Japu, llr. laoke auted \bat t here wa• reported to •• 

t hia ••• another aol4 lh1~0D\ ot approdaa\ol)' .. ,ooo,ooo dlaa b'" 

Bolton aake4 'Cftbar the lapMaH ooat1Dued to u1e up \herb 

quloltl)' u berore Md Ill'. '-ira hplhd t hat they wara 

IPIDd!nc at the ra\a ot .,. ... ,ooo,ooo a weak ce~~~pared wi\b Pan 

k,ooo,ooo a ..- 11 '•• s.a. 
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E CORRESPON DENCE 

eo~ndi!J~AL~F_,.:U.,.,•~----

1 • ••• alt .. 

--
244 

DATI' Jl!ll lie lf .. 

Sua.Jt:c... ,....,_. COIYIIIMrJOI Wft8 

IMII or •MMO. 

-·-
... ~ a.awr hll•'• reiOlaUoa S...'I'MIIH4 1a ~· 

l e ah a t .. 4a7a .. o, p...S,41JII for a hllliaUIOD oa J•o 10 at 

,.aroh.,oa bt ~· traa•17 ot tonica allYar, .... Dlc*e allftHd b1a 

~' b t tbolacb ' DO\Ialq ..U4 'M ._. •• ~· aoadoa. 

LilteD 
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___ ... __ _ 

CORRESPONDENCE 
cosn OIIIUL rt1.11 

L. •• ~~~eke -
llr. C:.l'ipel uUed •• at leOI to'-T ,._ bh 

bolla (~aN 1lelal a boUeieir l n h•••>• Be 1Dquil'14 

.mat tba aana wu beN lD nwUDa ud tl'uotJ tlb•hw 

•• bad._, M7 lluaiaeaa todq ar )"en~ aftUDOOa 

aad I a••• b1a tba 1al'o ... uoa. 

LftaD 

'" v ,m ,..,. .,. ~••r 
0 .......... .._......,.........., 

• 

24~ 
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O:>er~tor: 
'{ . 
Oliphant : 

fl ••. • . fr : 

0 : 

'! •. l . Tr : 

0 : 

.. . . . . Jr : 

. J: 

F. . ~ • .Tr : 

J : 

'"1 • .• Tr : 

:) : 

·; . t . Jr : 

0 : 

r. o !o T!" ! 

0 : 

ioo1r . Oli:>han t . 

Yes . 

Her man? 

Yes . 

!.lay 26 , 19.38 . 
4 : 1.3 p . m. 

At Cabinet I asked the President -

24C 

At Cabinet I asked the Presiuent about the tax bill • 

Ye!> • 

So , :te said , ryou mean a .. out - " lie said •It•s 
::tll right , I c::tn do 1 t touorro1 • n ::tnd I s a id , "' .. ell 
are you sur e :Jr . Presldcnt?" "Oh , y es" he said , 
"I ' ve .;ot a rulin., from th<! Attorney Genero.l , 
it ' s a ll right" . So I said , "Nol. a r e you sure?" 
he said 11Yes 11 So in :1 fev. minutes , ... nd Homer never 
said a 1· ord , a nd !u s fuce looked entirel y " l ank, see? 

Uhhuh. 

So I ;·,as a littl e suspicious thzn; he did not 1\!>ve 
a ruling , ane I leaned over, I said , " ciooer if you 
don ' t mi nd my a sking you, a r e you sure • 11 So he 
~,o.ve me a r a ther evasive ans. er and he said " No1·. 
if you b2ve any infor :u t ion thH you think e 
should !lave, ;·.e •d be gl a d t o reverse ourselves, 
and T:ould y ou have your p<!o;>l e please get i n touch 
\',1th our :.lr . Bell . " So I said , " ell I don ' t 
knOY•, if you •ve g iven a ruling, I don ' t "ant to . " 
He said , "No, you cay h:lv<! somethi~ t htJ. t v.e don• t . " 
See? 

Oh, IllY · 

Hello . 

Oh, IllY God . 

See? So he sai d -

Just l ike shov:i.ng your fi st in a pillow. 

\'.ell -
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0 : 

·r. l . J r: 

'1 , i •. Tr : 

· : 

0: 

·; . .. . rr : 

J : 

'l . . ,.sr : 

0 : 

• 

- 2 -
a t. 

You don ' t want to get in ~I ' m not goi~ to cet 
i n it. 

v. e l l , I think you have to, Herman. 

\,hat? 

You have to . 

i':e,l.l , you 1 ve 1,0t to call Boll up on the t e lephone . 

Yes , I k nov. . 

And find out -

Golden Bell. 

!"ind out if he really did bive a rulins 

I ' ll find th~t out for you. 

Atld \,hil t it • .. as based on, but llorner o s;ced me t ·. ice 
to do it . 

All r i ,;ht , nov: , .. hile you r.erc a1.ay , I •d tried to 
get you on t:~e telephone . Tom is · .. orl<in on 
t hat thin0 over t here . 

247 

·· . .•. rr : ;· ho? 

H. r. Tr : 

~ : 

'1 , • . Jr : 

0 : 

'1 . ~oJr : 

0: 

Tom Corcor an. 

Yes . 

He •s boi~ to ca l l me to look ~t th~ statute and ve rify 
tax r?te , see? 

Ye:; . 

n uch I did . Then he asked some figure - that the 
President 1.as quoted frOill ..lagill, t hat ei.,hty five 
per cent or the capita l gn i ns ,,as r r o:n stock trans­
acti ons . 

Yes . 

I tried to get t!agill, at1d I couldn1 t, s o I gave 
that to Tarl eau . 
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1): 

fl .. l •. Tr : 

11 . 1. Tr : 

0 : 

i~ . , •. Tr: 

0 : 

'1 . i .. Tr : 

0 : 

' . . ! . . Tr : 

0: 

H , I. Tr : 

0 : 

!! . I . Jr : 

0 : 

·:r . : . Tr : 

0 : 

I .. J .. rr : 

0 : 

- 3 -

Yes . 

All rig ht . 

All right . And I asked the President at Cabinet 
what •1as happening, and I got no satisfaction. 

I'• ell , as I said - Ton says this , says , "The 
President told me to call you and a sk you to 
verify these things . " He says "You knov. woot •s 
ha ppening . " I said "No , I don ' t know what ' s 
happeni ng . l•ha t ' s happening ." Well he said, 
"'••e ' re 11r:l.ting this document and he ha s n ' t de­
cided yet \,hether or no t he ' 11 sign the bi ll. " 

He hasn• t decided yet ~.hat? 

;·,he tiler or not he ' 11 si.,n t~e bill. 

I see . 

v.ell - ~.het"ler or not he ' ll vdto i t . 

· •. ell , I ' 'n cski nt: y ou ,officially, please to call 
u p this f e llol' Bel l. 

That ' s what he said - he said he hadn ' t decided 
as ye t . '1et:1er or not to veto it . 

Ohhu>t. 

Nice t o .. n . 

Yes , but you ,,ill do th3t , \•on ' t you? 

Yes . Are you going t o be here tomorro11 ? 

Yes . Yes . 

I ' ve had some after t a l ks on that tal k this 
morning , I want a c hance to t a lk to :you a:.out it. 

All rit;ht . 

I 'd like to talk to :you a lone, s ometime . 

That ' s all right . 

I ' ll call Bell. 
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R. !J . Jr : 

Opera tor: 

H. t.I .Jr : 
!! . 
Oliphant : 

H.i4. Jr: 

0 : 

H.M.Jr : 

0 : 

R.IA. Jr: 

0: 

H.J .Jr : 

0 : 

R. !l. Jr : 

0 : 

!1 • • ! . . Tr : 

0 : 

0 : 

H.J4.Jr: 

0 : 

Hello. 

Mr . Oliphant . 

Herman? 

Yes. 

Rave you seen - talked to Bell? 

I just t alked to him. 

llay 26, 1938. 
4:34 p. m. 

no•yo" ~ telling me what be said? 

V•ell1 he said that they had given - he said the 
Attorney General had given t he President an oral 
opinion. 

Yes . 

249 

And I couldn' t get him out of it - get out of him 
~>hat it was . 

Yes . 

I mean ui thout t oo bluntly aski ng him. 

Yes . 

And I told him that - what you'd said and t old him 
I •d had a memorandum here on it, and be asked me 
if I woul.dn' t send him a copy of the memorandum. 
I told him I'd be glad to do it . 

Yes . Well you have grave doubts,don•t you? 

No, I haven't grave doubts. I - I think it's one of 
those things that' s about ninety nine per cent sure . 

Ohl Ohl 

Ninety nine per cent sure . Yes. 

Ninet r nine per cent sure . 

Yes . Ninety five or something like that. 
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Jt,M.Jr: 

0: 

Jt ,;J. Jr: 

0 : 

Jt .. ,{ . . Tr: 

0 : 

11 . l . Jr : 

0 : 

H. t .. Tr: 

0 : 

! . J . Jr : 

0 : 

H. A.Jr: 

0 : 

H. I.Jr : 

0: 

R. J .Jr: 

0 : 

lf . rJ .. Tr : 

0 : 

H. 'd. Jr : 

250 
- 2 -

Wait a minute. I f the Bill would become a law, 
without a signature, we won't have any trouble, 

Oh, that ' s perfectly clear. If he does nothing -

Yes . 

If he does nothing, this i s s ettled a hundred per 
cent that - the Bill Till go into effect at midnight 
tomorrow night . Now -

You - you have no doubt about -

Oh, there ' s no question about that. The only doubt 
was 1', he ther or not if he vetoed it . He - the Rouse 
would have to be in sessi on ~hen he sent it back. 

Ob. I thought the question r.as that if he let it 
become a law. 

Oh no, there ' s no doubt aoout that. No doubt about 
that . 

Without his signature that the House had to be in 
session. 

If he sends it back, if he 11::1nts to veto it. 

No, no . Just say - supposing he doesn •t ·t ouch the Bill 
at all . 

Then it's la\, tomorror. night at m1dn1t;ht . Nothing 
needs to be done . 

Nothing needs to be done. 

No, that's -

That 1 s what I was worrying about . 

Nothing .:. 

Then I ' m &oi ng to stop worrying. 

All right . 

Bello. 

Yes. 

\', ant to bet me? 

.. 
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0 : 

H.'J •. Tr: 

0 : 

H. t. Jr: 

0 : 

!l . l .Jr : 

0 : 

H ... t .. Tr : 

0 : 

~1 .. : .Jr: 

0 : 

!! . !.Jr : 

0 : 

. , • . ( .Jr: 

0 : 

'-I. J •. rr : 

- 3 -

Well , I think- I mean- I'll tell you what I ' ll do, I 111 bet you a nickel to a dollar. 
Yes. 

That he vetoes it. You put up the dollar . 
A nickel to a dollar that he vetoes it. 

I 111 put up the nickel that he will veto it . You put up a dollar t hat he v. on• t veto it . 

Oh, oh. 

You don• t 11ant to take my nickel. 

I don ' t ~ant to put up the dollar . 

No, when Tom said he hadn ' t made up his mind whe t her or not he rd veto it , I think tba t ' s just one of those -

I think that ' s plain every day spinach. 
I think it was . 

251 

Because he told me three t imes that he 1 s boing to -that he •s not &oino to ve to it . Three times . 
Buhhuh. v.ell , the other cro1.d may be 1.orking on him, I don •t know • 

O. K. 

Talk to you in the morning . 

Goodnight. 

Regraded Uclassified



PARf:UL PA!U.PHRASI OF TILIGIWI RIOIIVID 

rROlh illlerioan lCIIIbaeay , Parie, rranoe 

Dlfl: Kay 37, 1938, 11 a .a. 

10., a M 

J'ROII COOBIU.I . 

I r efer to my telegram of Kay 12, No. 748. 

252 
V' 

In a letter dated Uay 25 the Governor of t he Nationa l 

Bank of Belgium, Janssen, tells me that the reduction of 

the discount and other rates of the National Bank, which 

were r aised on the tenth of llay, is covered only by the 

•evol ut i on of the internat ional political situation• ; 

with his letter he enclosed a copy of a conf idential cir­

cular dated Yay 20 . I quote t his circular below: 

•the representatives of the banks which met on Kay 10 

have t hought it opportune to confer again with the Pr esi­

dent of the Bankers C~ttee. J.t t he conclusion 

of this conference the opinion was e:q>ressed that t he 

special measures which had been adopted by common aooord 

could be suppressed. It remains true nevertheless t hat 

credit must be granted and utilized only to the 

extent of nor mal and economicallJ 
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justifi Ed nEEds and that thE banks, Eahc upon i ts own 

rEsponsibili ty t~ill continuE to takt particular carE 

'Nith r£sptct to this pri nci plE.. Tht National Bank of 

BElgium has bEEn consult Ed and has ExprEssEd a con­

curring opinion. " 

BULLITT 

KLP 

l 

' ,. \ ' 

' . .. 
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Rallo . 

Hello, Henry . 

Yes , Bill. 

Uay 27, 1938. 
12: 35 p. m. 

Cood work. I •m bu t tine in again on another thing 
that you probabl y have covered . The price level of 
the loa n on v:heat of c ourse •.ill soon be determi.ned . 
Do you have the veto po1.er on that? 

No . 
• .. ell the story I get from ~s .ts tha t men have 
b een in t !le field chccki~ u -.. on r i\at r ate of loan 
a nd v.hat level of loan 1.ould be satisfactory 1 and 
there ' s a good dea l of t a l k about a loa n substantially 
higher than Secretary ' .. a lla ce mentioned this morninc; . 

Yes . \',ell, I don ' t kno1 . • Sometimes I •m as!ted and 
s omet i mes I ' m no t . 

As the stockholder , a l l you have to do then i s to 
pay t he b ill. 

I •m not sure. '.'.ould you send c~e a confioen ti::l memo 
on it? 

Oh, I don ' t kno" that it ' S definite enou;,h t o cia it, 
but the genera~ reeling here i s th:l t siXty cents i s 
high enough . 

I see. \,ell, I'll look into it . Did he have 
a &ood meetin&? 

Yes , s plendid . He &Ot the ir support on a coupl e of 
very t.orthwhile things . 

I t hink so. 

I think it •ll go plnces and I think it will help 
agricultur e - help Henry in spi te of himself . 

Ri ght. ThankS Bill . 

O. K. 
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opera tor : 
J esse 
Jones : 

11 • • • J r : 

J : 

~ . ! . .Tr : 

J : 

'l . J . .Jr: 

J : 

H. ! . Jr : 

J : 

( 
'l . l . . rr: 

J : 

H. • . J r : 

J : 

a. t .. rr : 

J : 

lL l. Jr: 

J : 

!1 . '\ • .rr : 

J : 

'1, t .. Tr : 

( 
J : 

J . • .. rr : 

Co a head . 

Hello. 

He llo , Jesse . 

Hov' are you f ixed for l unch? 

J,lay 27, 1938 . 
12:42 p . m. 

\ 
V.ell unfortunate ly I 1 Ve (lOt a date . 

Oh, I'm sorry . 
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And I'm taking t he t •:o o •cl?ck train to New York. 

I see . 

If you had give n me a little b i t noti ce this 
morning, v.by I could have arranged it . 

Well, I tve been attemptinc to ca ll you early but 
I •v e been bu sy eve ry minute . 

Well -

Vlhat • s the news with you? 

Oh, no t hing ve ry c he erful . Ueud all)'thing good? 

No , I think not . You b e ba ck Tuesday or ~onday . 

That 'S right . 

No , f, ell t hen I •11 see you v.hen you come back. 

But let•s have - l et ' S s ay definitely to have lunch 
t ogether ~ednesday . 

Wel l then, will you do that? 

Q . K. 

• .. ednesday . 

Thank you. 

Sold. 

-

• 
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H. l •. rr : 

f 

' 

Fine . 

Thank you. 

- 2 -
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TREASURY DEPARTMENT 

tNTC. .. O P'P1c:« C0WWUH ICAT10N 

DATO J.!e.y 27' 19}6 • 

Secreta~enthau 

l.lr . Ha~ 

Conference re Disp osition of Agricultural Suroluses, 

etc ., held in Secretary Llorgenthau' s office at 

11:00 A. U., J.!ay 27, 1936 · 

Present: Secretary llorgenthau; Secretary Wallace; 

P~ry L. Hopkins, AdD1n1strator, Works Progress 

Administration; Jesse W. Tapp , President, Pederal 

Surplus Commodities Corporation; Herbert Gaston; 

Herman Oliphant; Harry D. v.hite; Edna Lonigan; 

George C. Haas. 

As soon as Llr. Hopkins a.rrived, Secret ary Wal l ace opened 

t he d i scussion by stating that the question or distributing 

QSricultural surpluses to the peonle on relief rolls was rather 

definitely liMited by the p rovisions of Section 32 · Ur. Hopkins 

asked what were the limit at ions under this section and the 

amount of runds available. 

Ur. Tapp said that there were $1~7 millions under this 

sect i on , but that about $65 Millions were already •ear.narked•, 

and t hat .as he recalled there were only about $76 millions 

remalning for use in connection with all surplus products. 

He said that t heir t ent ative plans included a purchase in dis­

tribution of 20 to 25 million bushels of wheat, to be distri ­

buted t o the 3 to 3~ Million cases on t he relief rolls. He 

added also that their plans i ncluded the purchase or 100 

t houeo.nd bales of cotton, which would be converted 1pto 

1 million cattresses; the cotton so utilizsd would cost about 

~ millions. Be thought it would be lmpoeslble to increase 

this figure because or ob,!ect ions which would coMe rroc t he 

yrlvate trade, the point or contention being that the Government 

ln many instances would be supplying mattresses t o people who 

~i~ht otherwise buy them from the pri vate trade. Hr. Hopkins 

expanded on this point, and said that last year they ran into 

di fficulty with the trade in this regard. 

l.lr. Hookins said that he had 150 thousand relief workers 

on sewing proJects, making up cotton goods of all kinde. This 

number, he pointed out, was sufficient to supply all the cot. ton 

• 
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elotdn._ requirements for p eople on rel i ef, but indicated that 
" .. c l'~nl need i s for such items or clothing as overcoats, etc., 
~n:o that tlus was a wool rather t han a cotton p roposition. 

Secret ary Wal lace !JOint ed out, as he smv it, th11t what the 
relief peopl e need , and where an in!lreaae would be desirable 
f ro . t he stnndpoint of nutrition, i s an i ncreased consump tion 
of vesetable and dairy p roduct s . He did not t hink thnt you 
cou:d i ncr ease the net consumption of 17heat very much, and 
os::od. :~r. Tapr> how much net i ncrease in consumotion he extJected 
.o secure in the d istribution of 25 million bushel s of wheat 
~o relief cases . 

~- Taop e stimated 50 or 60 percent or the 25 million 
· :.lt.;els ,-ould repr esent a net i ncrease in consumpt ion or about 
l~ to 15 ~lll1on bushels . 

Secretary Wallace stated that it had been the policy or the 
Su~lus =o~~od1ty Corooration to ourohase the pr oduct s when t heir 
~rice w~s 75 percent below parity: In many cases, h e said, it 
,.,as much lo·.ve r t han that before purchases were made, and t hey 
;"OUld like to htwe !)Urchases start at lovter than 75 p ercent 
be lor· t he !)(\ri ty p rice . 

1;r . To.pp said t hey were already purchc.s in5 dairy p roducts, 
on<\ '?Ointcd out that he had !>Urohased 9 million p ounds of butter 
over the last re" mont hs and some 60 m1llion p ounds of dry sk im 
t~ 111~ . 

. ~. Ho!>k ins indi cated that t he rel ief s i tuation QaY get 
-or ce , ~~d said h e felt that the President should have broad 
>O~er3 in &!lendi ng t h e money i n order to deal adequately with 

t .e citunt i on, and, further, i f t he f unds run out the Presi de nt 
-ould just hnve to g et Cong ress bo.ck . He felt t here ~as no 
~uestion about that . uany items i n the re l i ef bill cannot be 
s~en: rapidly enough to do any e ood in the p resent situation. 
:>.eoon t ly, ~bile talking fli th Uayor LaGuardia, who is t he beet 
o~er~ tor, he sai d t hat l.layor LaGuardia i ndicated that i t would 
bo al x ~ceka before he would b e in shape to ask tor b i de on 
Il l s !)roject el. and that s i x months t·rould be required before he 
could snend ~30 millions. 

Secretary Wallace exoressed t he op inion that P.W.A. expendi­
tures , as tar as t he p r esent situation is concerned, are just out. 

lJr . Hopkins, continuing , sai d t he only way to spend $30 
'11lll.ons i n New York quickly i s through w.p.A, projects, and 
indi cated that he was all ready to go; that he had p rojects 
,..;,lch would utillz.e goods f rom heavy industri es . He pointed 
D'Jt that t he advantage he has is that his projects would not 
be done under contracts, as is ths case under P.W.A. He 
c~phasizod rurther that all that was needed 1n the p resent 

• 
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recovery blll was one s1mple olauee allowing the funds to be 

ooved baok and forth aa the situation required it, but he did 

not think there was any ohanoe ot' getti ng such a provis i on 

t hrough Congress. 

Secr etary Uallace asked h~m who was blocking i t. Ur. 

no~~1ns replied, Senator Hayden and the whole P.W.A. crowd. 

259 

Secretary Wallace asked if it were really hopeless. Ur • 

. 1o:Jki ne replied that he thought i t was, but went on to say that 

.. e d i dn 1 t think that Secretary L!orgentho.u t hought it was hope­

leas , and that, as he understood it, Secretary Uorgenthau 

t~ou~h~ t here was a real p ossibility of getting the provision 

through Congr ess i f the proper technique was used, and that 

the President mi ght dramatize the situation before t he people, 

and in t hi s way influence Congress sufficiently to make the 

c:'!l\nge in the act . In this connection, Ur. Hopki ns indicated 

t<lso that he thought t he President was somewhat t ie:i, or 

9revented, i n suggesting a change i n the bill as he Just sent 

the messaae up a short time ago, and Congress was giving h.1m 

esoentially what he a sked tor. 

Secretary Uorgenthau pointed out that t he President could 

s~y that the Bituation has become worse s i nce he sent un h.1s 

,ess&3e, and that this would give h.1~ occasion f or openlng up 

the question again. 

Secre t ary Wal l ace said that i t would certa i nly be good 

?Ol 1t1os to get t he spending to move out more rapidly so as 

to im9rove t he econom1o p i c tu re. Secretary Uorgent hau s~d 

::e knew, first ot' all, it was good business and 1t' i t was 

good business i t would be g ood politics. Secretary Wall ace 

sai d that good pol i tics and good economics cannot be separated. 

Seoretnry llorgenthau sa id that 1t business didn't p i ck up there 

;-;ouldn ' t be any politi os. 

L~ . Honklns said that this change in tbe b111 might be 

made when th! bill reaches t he House and Senate oonrerenoe 

co:~:~it tee . 

Secretary Uorgenthau then read two memoranda, copies·or 

r1hioa o.re attached. The first one was prepared by l.ir . Haas 

~~d br1etly outlined tour t entative prop osals tor removing 

the ~heat surplus . 

llr. Tapp , commenting on t he second oemorandum, said that 

with regard to i ncreasing the consumpt i on through the d1stri~ 

butlon ot' wheat mal to , the Surplus Oommod1 ty Corporation wae 

already moving i n that di rect i on; that t hey were mi~ing dr i ed 

ski m milk wit h the whole wheat malto and e~peoted to dispose 

of 4 or 5 ~lion bu&hels ot' wheat i n t h1s manner . With 
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re-:11rd to t he other aepect of the memornndWJ, regarding the 

reeding of more wheat to live et ock, Ur. Tapp llOinted out 

that in his opinion thie would cauee a revolution in the c orn 

belt, in t~t it would mean the wheat farmers were bei ng sub­

s111zed in coopetition with the corn belt farmers, the comoeti­

tlon bei ng in the utilization of the different types of grain 

ror live stoc~ feed. 
• 

Secretar y 17allace then dhcusse<l at considerable length 

J<.~s~ ···hat the effect of tho.t p rogram 1'ould be, as he saw it. 

i:e said the net effect or t he proe r ao 'II'Ould not be felt until 

so~e ti~e later, but it would result in shifting the wheat 

s tr;>lu& i nto a surplus or meat, dairy, and poultry p roducts . 

':'his , in t'Ut'll..t wo.~ld result in a drastic decline in t he p rices 

of these p!'Oiliiet!'· :1e added that to relieve this s urplus 

cltuntl on and to d istribute t he exces s live stock l)roducts 

orobably $200 mill ions or $JOO mill i ons would be required. 

·:r . Tapp added that without this i ncrense in the l ive stock 

teed sUp!JlY they were now apprehens ive with regard to the 

l ive stoc~ s ituation, and to add more live s tock feed in the 

form of uheat would tnake the situation worse. 

Secretar y ~orgenthau, referring back to t he first memo­

randum, said there wna one item on the program, i.e. , the 

s~le of wheat to China, that he could handle in ten days 11' he 

:~d the authority. He pointed out t hat h e meets with the 

Cnlnese frequently, and tha t he was sure he would have no 

ulf~lc:llty i n handl i ng this aspect of the surplus wheat pro-

1-le"l . He indicated that t he loan could be arr anged f or the 

exgort to China ot flour and cotton in the form of g ray goods, 

l'n<l that this orooedure would suooly also solle employment 

:.ere i n the i nit ial processing o!' the wheat and cotton. Chi na, 

;;e sai d , might suggest some other things they needed, of which 

"e o~ so hllve a surplus. 

·Secreta ry 17allace, !.lr. Hopkins, and Secretary Liorgenthau 

~1 were in favor of this p rop osal an~ agreed to advise t he 

?resi dent t o t hat effect. 

Secreta r y rrallace iterated that h e was in favor or the 

·>rOilOsnl. In fact , he dldn 1 t t hink t here could be any objec­

tion except tl~t the Treasury now has a good si~ed deficit . 

Secretary !.lorgentba u no in ted out tl~t it \VOn 't cost any 

oore t!1an the battleship . - Seo~etnry 11nllaoe added that the 

Cillnese urobably a re g oing to Wl.D tbe war anyway, and 1t 

,·,ould be· a very effective expenditure in t he long run. 
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.:r. !!o,.,~: ins then raised the question ot' the eJCcnang e 
" r~culturnl s ur p luses for strat egic tDateritU.s Of:a1n, a 
~~·u•.o•nl mentioned in the first meoorand.um. He sai d he 
< t·1 n 1 t wnnt to see thi s obj eot dropped. l!e added that he 
t,,

0
J , ,t, it could be done wi .thout (\dditione.l leg i sl:;.t lon 1f 

•:.ol'C ic a desire to do it, atatlne; thnt he had e. f ile on 
• .~ s ooJ cct which he would turn over to !1r . Oli phant. 

or 

S~cretnry i!.orgenthau then c!'.lled t:r . Olinhant into t he 
ce;; l 1;_ , and Lir . Cli!)hant ag reed to hnve a r enort for the 

:; c.• trr ;, on Tuesday r::orn i n . , ae t o ·.~hether t he , lan of 
• ~. n_ : u_ n_ricultural su~luncs for strater;ic "i:mter.!.nls 
~ e~l · e c::ecuted under exist i n;, lec islnti on . 

Se~re·-., r:,· :..:o~entP.nu, Secrete r:' :·:c.llt"Ce, tt.nd :.:r. ;io!)!:lns 
r. • r e ed to reoort to t::e President that t hey pere in favor 

,IJ t c t ·; .;ropo s o.ls for cov1nu the surplus •rhee.~ 1nto the 
ort 1:-r :.et . -..hat is, 

T:te 1 oan to Chinn, and 
~ •. e e::chens es o:: n::;ricul tur nl suroluses for 
strater;i c materia ls not avnil~ble in this 
country . 

Socre t nr y L:orgenthau sai cl a~nin tlL'\t hco thour;llt t he I'resi­
e' ' ~:.oul<l IJP.ke a pl ea to the c ountr y in an t>tt empt to secure 

• ., r 'covc r:,r money " i thout any tlco . The c::cuse for ralsl nt; 
• • <' ocot i on ~.t;ain o 1g.l)t be based on restrictions 17h1ch hAd 

~n ·~t 1n t h e b ill and ruined its effectiveness , and also 
r. t .~ r~ct that the sit= ~ion now hlu; beco.ne very mucl: wor se 

. .l'n tHe ?resident sent hi:~ roena..;e to Conc ress . 

S~ o::oet~r:: ~iallpce coruJented rurthl' r on tl:e second c:emo­
"• .V. \;,..len Secretar y J:orgenthau read, in order to clarify 
"~ o 1r.t . He admitted ti.at tt.e lonna do hold U !) nrices and 
· •. nn fo re ~>:lY not be as effective a& reduo i ne a creage if 
:·lee 1:ere allowed to go ouch lov;er, but he added that the 

:r r r.ulrod a mini fi:uo loan of 52 !)Orcent or 9 ar1ty , and 
· .. -.~ t ill a io l or. enough not to encourage an i ncrease i n 
"'C~'Ct\~0 . 

_ .'r . Tn!)p mentioned t o L:r. Cl1!)hnnt the possibility of the 
.. F .c. being uaed ln connecti on with working out a means of 
.~.>cll in'' the exci.ange of strateg ic mnterials nith agricultural 
'In l ll S COr.llJOdi t1es. 

: r . ~:onklns said he thoueht t lv•t if you car eful ly selected 
• •. e " l a ces where the surolus wheet r'os l)l~.ced, that a net in­
~" ~~e 1n wheat consumutlon in th1a countr y of oore than 20 
· ~ '!ion bushels uould b e secured. 
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Secretary 14orgenthau, summing up, said 1t we oould get 

50 o1111on bushels exported to China, 25 million bushels 

increase for relief purposes, 25 million bushels in connection 

v:ltll t he orop insurance, that would give a total of 100 million 

bushel o. Secretary Wallace agreed that this would be a distinct 

help. 

t!r . Hopkins, speaki ng of the exchange or wheat for strategic 

t~terlals, said that , as he recalled, the War Department estimated 

;;t.at an expenditure of about $200 W.lli ons would be r equired 

for a necessary cot t on reserve. 

Secretary ~orgenthau then said he would send a wire to 

~. ~cintyre, asking f or an appointment with t he President 

on TueAdny morning, indicating that Secretary Wallace, !.!r. 

Ho~kins, and he were ready to report. Secretary Morgenthau 

pointed out that t here were four things in which t he three 

wore in agreement: 

(1) That every effort be made to secure the r ecovery 
coney wi thout ties or restrictions so it could be 

used ef fect ively to meet t he pr esent situat ion; 

(2) A loan to China for the purpose or exporting 
agricultural surplus commoditi es to Chinn; 

(3) The exchange or agricultural sur plus commodities 
abroad for strategic materials; 

(4) Increase distribut ion or agricultural surplus 
commodities to people on relief rolls. 

~. Hookins then commented on the relief asoeot or t he 

eur~lus problem, stating that what i s needed is something like 

t!11s - on t he relief side, we need a pi cture of what commodi­

t i es can be used, and this must tit i t .o the agricultural 

, ioture or what surpluses are available. Secretary ~orgenthau 

r&l;ed 1t such a reoort could be available for the President 

on 'i.'uesda,y . Ur. Tapp repli ed, yea. 

L~ . Hookine raised the question of the amount of various 

co~od1ties- wh1oh t he Army and Navy had estimated would be a 

necessary reserve. Ur. White was asked to secure th1e into:t'­

mntlon f rom the War and Navy departments and give it to 

Secret ary Norgenthau on Tuesday morning. 
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l!a.y 27, 193S 

To: Secretary Llorgenthau 

:"r o:n: lJr. Haas 

.,••bJcct : Tentative p r oposals for r11moving wheat surplus 

.. .. e 

1 . In the export field 

(a) Uake loon to Chi na as basis for export 
of wheat 

(b) In connection with building up a reserve 
of strategic war materie.l&, vtheat mi ght 
be traded for strategic materials we are 
obliged to import 

2· Greater absorption of wheat withi n the Unit ed State& 

(a) Increase human consumption of wheat, by 
ler;,;er distribution t o people on relief, 
etc. 

(b) Increase use of animal feed, tr~ theory 
being t eAt n substantial oort1on of 
surolus mi,·ht be carried f on;ard on the 
carcasses of cent and dairy antcels 
rather t han 1n t he foraa of grain and 
reed 

All these ~roposala are very tentative end are now ln 
orocc tG of investigation to determine their practicability • 
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!.lay 24, 1931!1 

At the pr esent t ime two somewhat opposing philosophies 

ceeoonsible tor Gover nment oolici es designed to deal with 

problems of orop surpluses. · 

One ot these philosophies calls for the pr event i on ot 

such sur oluses by payi ng f a rmer s t o out down production. The 

oo•.mnnlon phllosophy calls t or maki ng Government loans on a 

b~.sis r1hi ch "Orevents the prices of surpl us cr ops goi ng t o 

their natural level. 

Since loans above t he na t ural price level encourage pro­

•\uct i on, the above- de scribed pr ogrruns are t o a degr ee contr a­

dic t or y. They are likel y to lead ultimately t o pr i ce fixing. 

There is a chance that they will not aocomol1sh their ob lec­

t!vcs . 

A Hedge 

As a hedge agai nst the possible failure of the restr ict ion 

~~d loan or ogr ams ot our Government to deal sa tisfactorily with 

surol ua orop problems , i t would seeo wise for some Government 

~:ency to get a bit of e~er1ence with t he application of a 

~hllosophy whi ch ~ill pave the way for natural price levels 

t o control sur pluses and at the same time enable the oooulation 

nt lar Re to benefit , t hrough improved nutrition and a Reneral 

lncre~eed standard ot 'tvlng. from the bounties gt nature. 

The logical agency t o use in get ting such exoerience ls 

the Pederal Surol us Com~odlties Corporation, wh i oh seems to 

have adeouate legal powers. The oresent threatened wheat sur­

nlus ot some 200, 000, 000 bushels mi ght be a good surpl us with 

tth~ch to gain experience. 

Facta 

(1) Whole wheat is a most valuable human food. 

The nutrit i on ot t he nation could be permanent ly set ahead 

b; Government recognition of this fact . 

( 2) More wheat can be fed l i ve s tock. 

One of the bes t ways to ~tore a cereal c r op is by adequately 

:eedlng live stock, from which the cereal emerges prL~cipl\lly, 

ns meat, milk, and eggs. 
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Su~>'gestions 

(1) The Federal Surplus Conl!llodities CoJ>9orat ion might 

u~:l \':hent . 
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!t could do i ts buyi ng in surplus areas and coul d conoen­
t r ll t e on purchaoi ng the lower grades of wheat ~tnd t hose whi ch 
• l'C not needed by t he f lour m1llin[S industry. 

( 2 ) rrnent ourchased by the Federal sur olus Co!ll!!lod1 t t ee 
C"l' ':)ora t i on mi ght be identified in some manne r as •teed wheat, • 
rvDHi>bl e for l i ve stoclc feeding but not :!'or flour milling or 

ha: .~~ ! o:>ds . 
(3) The Federal surplus Co= odit ies Coryor ati on e i ght use 

l ts t nventory of •teed wheat• t o nurchane on bi d a fairly wide 
l i s t of nnnroved human f oods mnde fro~ whole wheat . 

The n roceosing of these whole wheat human f oods would lead 
t~e processor a into t he purchasing of the wheat required to 
~~e them and into employing a gr eat many men and n~en t o operate 

t hc i t' pl ants. 
( I+ ) The Federal surplus Com:nodities Corporation mi ght also 

t raGe i ts • teed wheat• to processor s of dai ry and poultry feeds 
fot' balanced rations which could be ut ilized by the Farm s eourity 

J.d.n1n1stration. 
Condit i one Created 

(1) The trading of •reed wheat" for pr ocessed whole wheat 
"lJ:ll\n roods and live stock reeds, in addition to furnishing 
3Unolies or excellent roods !or relief reeding , would tend t o 
l oad processor s uo with •reed wheat.• The na t ural r esult would 
be t hat t hese orocessors would nush this •teed wheat• out 
t~ou:h their channels of distributi on in a manner and at 
nrlces which would t end t o lend reeders or live stock in reed­
buying nr sas into feeding t heir 11ve s t ock more liberally. In 
this manner surplus wheat would be converted into ontmal products. 

(2 ) By the t el'Qs or its trades or •reed whe~t• tor pro­
cessed human and ani mal roods , the Federal Surplus Commoditi ss 
Cor•·or o.t1on coul d soeed uo or retard the ut ilization or i ts 
~uro~o.seo of surplus wheat . 

Educational Program 
To further the above program and at the same time t o give 

len~ersh1o to the idea of t he uti i1.ati n of the bounti s r 
natur~ in t his countr tor th welfar or the oeoole at lar , 
t he Goverrunent ml ght well institute a vigorous educational 

ro:ram des i gned to teach people the value or unole wheat in the 
var i oas rorms 1t i s available ao a human r ood, and to show live 
s tock reeders how to util1~e wheat in live s t ock rations. 
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TO 

Subject: 

____ l. 

TREASUJIIlY DEPAJIIlTMENT 

1t(TI:R 0""CC COMMU NICATION 

·~·· ).lay 27 , 1938 

Seoret~~nthau 

Ur. Ha7/1) 
Tentative proposals ror removi ng wheat surplus 

In the export field 
(a) 14alte loan to Ch1na ae bash ror e:o:part 

or wheat 

(b) In connection w1th bu1ld1ng up a reserve 
or strategic war materials, wheat m1ght 
be traded ror strategic materials we are 
obliged to import 

2· Greater absorption or wheat w1th1n the United states 

(a) I ncrease human consumption or wheat , by 
larger distribution to people on relief, 
etc. 

(b) I ncrease use or anical reed, the theory 
bei ng that a substantial portion or 
surplus might be carried rorwe.rd on the 
carcasses or meat and dairy animals 
rather t han in the rorm or greJ.n and 
reed 
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All these proposals are very tentative and are now in 
the nrocees or investigation to determine their practi osbility . 
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GROUP liBETIHG Uay 27, 19J8 . 
9:JO a.m. 

Present: 

H.ll. Jr: 

llcR: 

H.M. Jr: 

Haas: 

H.¥.Jr : 

Haas : 

H. !o! ,Jr: 

Haas: 

H.AI.Jr: 

Haas: 

H.ll.Jr: 

Haas: 

H.ll.Jr: 

Haas: 

Ur . Taylor 
llr . Oliphant 
'Ar . Gaston 
Ur . Gibbons 
J.lr . Baa~ 
Mr. 'Rhite 
Urs Klotz 
Mr. Upham 
Ur. llcReynolds 

(To UcR) Anotber set of r eports? 

No, this isn't George's, t his is personnel. 

Oh. George, Wallace and Hopkins a~e coming here 

at 11, so - on this consumption of food. 

Oh-hull. 
' 

~o will you be here at 11? Have Lonigan bere too. 

All right. 

I think Loni gan bet ter go out and spend Tuesday, 

Wednesday, and Thursday at Cl eveland, Detroit, and 

Chicago. ADd I'• particularly interested in the food 

angle, see? 

Ub-hull . 

How much food they 're getting. And she better find 

out - go r ight to the fellow who ' s distributi.ng that . 

Uouble cbeck that food stuff, will you? 

Yes, sir. 

And tell her to be back Friday . 

Fr iday morning. 

Spend a day in CleYeland, day in Detroit, day i n 

Cbicego.z. come back Friday. And see that I get a 

report Friday forenoon . 

Yes, sir. 
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Haas: 

Baas: 
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l!eas: 
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Haas: 

l! . li.Jr: 
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Now, what we got to tell these fellows when they 
come in at ll? We got anything on how to use up 
200 million bushels of wheat? 
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Yes . There is no single idea that's been completed. 
The ~uestion of export - Tapp's working on that. 
Maybe he should be here. 

Well, Wallace is bringing people with him. 

1 see. And the ~uestion of ,trading wheat or other 
agricultural surpluses for some other material that 
we want to store her e- he ' s working on that. There's 
a legal problem involved in·that that Berman's got a 
man working on. 

Well, for some reason or o ther, the President has 
turned the swapping of egricultural commodities 
for war supplies and so f orth over to Bull and 
Roper. But t here's no reason why we shouldn' t go 
ahead with it just the same. 

I think the way to do it so you don•t get us bogged 
down, which they tried to do at Cabinet yesterday, 
is to confine ourselves to wheat. 

To wheat. 

Well, I mean try to see ii" we can't work it out on 
the basis of whea t r a ther tban try the whole • • .• 

Yes, I think so. And if you can work out a mechaoiSII 
f or that, you might apply it to the others. 

That's it. And they're bo}h against it, for different 

reasons. 

I couldn't find any enthusiasm . 

But we had half an hour ' s discussion yesterday , and 
the President was more than pleased to listen to it. 

Oh, is that so? 
llore than pleased. And everybody in the Cabinet r ooa 
was on my side, with tbe - except Wallace and Hopkins. 

But everybody . 
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Except Wallace and Hopkins. 

'iAS. 
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There' s two other big fields, one that Ed Babcock 
mentioned, about keeping a surplus on the backs of 
animals . 

Yes. 

(On phone) Hello. Hone at all. Well, see 
if you can get me an automobile map which shows the 
way to Hew York, will you? An automobile map which 
shows 1n detail the way to New York. And give it 
to Vrs. Klotz , please. 

Letter didn' t come. 

It may yet. Gets here quick. 

Tnrough the special delivery . That's what slowed it ' 
up. It didn't come regular. 

Well, have something, whatever you can, George, will 
you, by 11? 

All right. There ' s f our different outlets, I think . 

Well, keep it tentative unless you're a thousand 
percent sure. Say, •Tbis is • • • • -you might point 
1n the direction of . 

Well , tbat' s the stat us of all of them. 

Well , if' you can give me a piece of' paper 

With the r our or them. Fine. 

Let ' s see if we got the whole business. Yes , t hi s 
is •••. 

All right. Berman? 

Cox will be here Tuesde.y. 

Hurray! 
(~ords too low t o UDders t .and) •••• today. 
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Fine. 

Give him an appointment? 

Be here forenoon. 

He ' ll be here all day. 

Put him down t entative 10:30. 10:30. 

10 :30 . 

Wbat else? 

Nothing . 

Herbert? 

At some l ater time you want to discuss that 
purchasing problem. 
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Xes. I think we111 let that slide. No decision 
is being made. 'He' 11 let it slide. Because I • m 
working on ~ talk from 10 to 11. 

When do you give that? 

The 16th. Too rough yet. When it gets a little 
more polished, I• ll show it to you. 

It pays to . ... 

B. W.Jr : What? 

Oliphant: It pays to allot plenty or time to those things, 
because they slip up on you. 

H.M. Jr: I thought - I don't know how t ar the boys got today . 
Was going to t ake it home with me and begin working 
on words. And by next week we'll read it out loud . 

Oliphant: New lork City Bar Association bas asked me to make a 
speech - part of thos e published addresses - on 
problems of administrati on in the executive branch 
ot the Government. I decided not to, tor two reasons . 
First, I didn't have time to finish it, and second, 
Wallace and Hughes have made it altogether too 
interesti.ng a subJect . 
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Well - O. K. 

I have a letter trom this public 
Temple University this morning. 
we should make the announcement . 
they would do it. 

Yes , d efin1 t ely. 
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relations man a t 
He thinks that 

I should think 

Yes, I thi.nk I'll wire him today, tell him that they 
should do it. 

Oh, I ' d write him a letter. ----~ ·-
' 

And if you don't come through with the other hal t 
of that story 

This morning, yes. 

Gaston says, •I got the most inter esting piece of 
gossip - marvelous" - so and so , so and so - "but 
I don't yet have the answer to the rest of it until 
tomorrow.• 

(Laughs) 

Must have been too ho t for the telephone wire. 

~11 right. Well , you better make good on tbet. 

That ' s all. 

I think you' d better l i s ten a t ll too. 

All right . 

Get the background . 

I haven ' t anything. 

George? 

Here ' s the black book. A letter came in from 
Aoerican Radiator, and the part, except the •yours 
very truly" and the figures, I put in the boolt. It ' a 
very interesting, I think - the explanation of the 
two week increese in those figures. 
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I see. 

"'bowa that soaae people are tbinking, I aean, and 
willing t o put some money out. But bow widespread 
that is • ••• 

Tbis shows bow you can get t ooled by one week's 
pick-up. 

That's right. But it also bas the other thing, 
that it is the reverse ot his inventory picture. 
Some people are now thinking the other way. 

When we were completing that steel report, Lubin 
asked me to tell you that be would - in t act, he 
suggested after you bad read the report the 
procedure might be to see the steel men that you're 
going to see; but I think he would like to talk to 
you. 

Well, I•m taking • • .• 

If you haven' t already. 

Well , I 'm way behind on my reading, and I'• taking 
that and anything else I haven' t read this week home 
with me, with the hope tbat I don1 t read any of it. 

All r ight. That wage picture there is so impor tant; 
I•m sure that's one of the aspects he wants t o talk 

about. 

\ 

Well, I'm t aking it all up to the country. See how 

I !eel. 

I have some other things l 1d like to talk to you about. 

Maybe ideas that may have some value, and may not. 
Some time when you have time. 

All right . By the description of that , I think we'll 

let it go over to next week. 

Well, there may be something to it. 

All right. 

Wayne? 
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(Nods nothing) 

Incidentally, I brought up at Cabinet yesterday this 
question of exporting or making a loan to China, as 
I said, witb your t ongue in your cheek, and lending 
tbem some wheat - money to b~ flour, I said, and 
cotton goods ratber t han cotton, so we•d get tbe 
benefit of it. And tha t was the only th1WS tbat 
Wall ace sparked on. "That's a good idea . See? 

So the President said something about •well, wbo's 
going to be there to pay you?• 

"Well, if 'A'e make the loan quick enough, we can say 
that the present Chinese Government are up to date 
on their payments.• 

Dut that's the only thing that Wallace sparked on. 
And this other thing - tbey got into this whole 
question - I could Jus t see - about trading rubber 
and all that business, and tha t will get bogged down 
a t tbe State Department and some other place. 

That introduces a procedure which the State Department 
is very strongly against developing in any way, 
encouraging in any way. 

Well, I was amazed to hear the President say, "Now, 
Cordell , your idea of exchanging goods for goods" -
and that just isn't his i dea, is it? I mean isn1 t 
that t he George Peek idea? 

Sure. Goods for goods - in ~uotations. 

And I was amazed. "Now, • be says, • that 's your idea.• 

Nevertheless, there is a very important difference . -
! mean tbe difference is mos t significant - from tbe 
State Department policy . The exchange of goods for 
goods, as sugges ted in this case, closely resembles 
tbe type of barter transactions which the State 
Department policy has been very strongly against. 

Sure. And somebody said - oh yes, Wallace said 
he ' s against it. Be said, "Wouldn ' t that be the 
way Mr. Schac• t does it?• and tbe President said, 
"No . " 

Regraded Uclassified



Taylor: 

H.r.I.Jr: 

'lay lor: 

H.M. Jr: 

White: 

H. lo! . Jr: 

Taylor: 

'//bite: 

H. M.Jr : 

White : 

H.M. Jr: 

White: 

-8-

So I could see all ar ound that we'd get awfully 
bogged down. 

But if the President on Tuesday would say to ~ae, 

"All right, you go ahead and negotiate with the 
Chinese for a loan for theiD to buy cotton goods 
and flour," I bet you we could close it in ten 
days. 

And t he J aps? 

Build another battlesh~p. 

For theiD. 

For them. 

Twice as much money. 
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1-'or them. l''or them - in quotes, or underlined. Huh? 

Wayne? 

I have nothing . 

'llell, this is probably no longer pertinent, them tin 
and antimony data. It does show, however, that China 
can sell all she produces anyhow, so thnt the only 

advantage that you might make to them by making any 
deal a t all is by paying them something higher than 
the morket price, which would be very difficult to do. 

I don't think- I think when we get all these depart­
ments in and get up against all these parties, Just 

get bogged down. 

I think so. 

The figures f or the outflow - net outflow of capital 
for the week ending the 18th - they're in. They're 
interesting for two reasons. They show a substantial 

outflow of about 20 million, all short-term. 

Yes. 

The •ecurities transactions have been the other way, 

slightly, about two million. But they also ar e less 

than they were the previous week. So they may be 
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allocated to the particularly acut e situation 
with respect to France, and so on. 

l.nd the net? 
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The net movement is about 20 million, approximately. 

Out, 

Out, roughly , 

Tba t' s the week end.ing what? 

That's the week ending the 18th . 

!'hat makes a total net outflow t or the year of 
a pproximately 320 million t o date - approximately. 

Anything else? 

That ' s all . I have a memo . Give it to you before you• 
leave. 

Now Wayne, I want to pin this Spanish doubl oons on 
you- coming in - the responsibility of seeing it's 
going to be handled, 1f you accept that. 

Yes, sir. 

Will you? And work with Bernstein. 

I'll get my cell lined up, too, on it. 

All right. Well , I mean this thing - I was talking 
to Mac about it - has to be watched . But some one 
person has to be responsible. 

Well, I ' ve been talking to Frank and Bernie about it. 

Right. Well, handle it very, very c aretully. I mean 
the way to handle it is in the regular way, but I 
don' t know- Spanish •.•. 

I don't like the sound of it. So ••• • 

Well , the Spanish Ambassador hasn' t come in yet, has 
be? 
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Taylor: 
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(Nods no) 

I ' d like to be kept posted . 

(Nods yes) 

-- 27S 

Because you were here when we told him we'd buy it 
if be deliver ed it in New York. 

Notb.lng . 

Mac? 

No. 

Meaning "yes. • 

No, I haven't anything. 

Well, llac and I are going in t he trucking business . 
We •re buying nine - ah - 14-ton trucks? 

That's right. 

Bas the Comptroller approved? 

lleR : Yes, be approved . Be sai d the appropriations are 
available. 

Gibbons: 

a. I.I .Jr: 

Oliphant: 

lleR : 

Oliphant: 

White: 

IteR : 

B. li.Jr: 

That's to move the silver? 

Yes, wi th Coast Guard, nobody hel pi.ng . 

What? 

Good. Tnat•s the way to do it. 

Certainly, we can do it cheaper that way. 

Can't use barges, can you, Mac? 

Better nave them specially designed, because you•ll 
probably need them f or a long time. 

Barry's always telling stories. 

Well, I made one - fir s t one is named •Jell1e '1'11yloe. • 
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You know wbat Bill Bray, Ji m Farley ' s secretary, 
calls her - •Nervous Nellie ." 

You want one, llrs. Klotz? 

Not on tbat basis . 

I don't think that was e. nice crack . 

"Kay• and •Pat• a nd so on. 

As a ma tter of ~,-I do think we ought t o ce.~l 
one after Rerma.n. ~ -

How about •Key" and • King"? 

Let ' s name the trucks. Come on, Mac . They name all 
these guns . When I was down at Honolulu, every one 
of these big 16-inch Coast Guard - coast guns -
every one of them was named. 

Well, after all, Ned would be gled to have names 
painted on ther e in v ery nice shapes so everyone 
could see it . 

Let's call one "Nellie Tayloe ." 

I thought you bad to christen t hem. 

Remember what happened on tha t funeral train, going 
up t o Woodin's tu.neral? 

Where? 

Uoi ng up t o Woodin' s funeral . One ought to be 
called "Pressy." 

After the President? 

Yes. 

Tbe letter came. 

Call one • Chiang Kai Sbek." 

Call one •Kung." 
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"Kung,• "Suarez.• 

Well , you get up a list . 

After all, there wi l l only be nine of them. 

The Russi an Ambassador. 

No, can't use him. 

Put Archie ' s name on the tail bulb. 

This i s very fUill\Y. If I'm not a mind reader 

(Hands letter t o Krs . Klotz) 

From ~ f ather • 

That ' s what you said . 
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... 

Now I 1 11 l e t you r ead the rest of it. Say , • I told 

you so . • 

Been thinking about ways of moving wheat and cotton 

abroad . What about thinking again of ways of moving 

cotton here? 

Oh, golly, I tell you, what we're trying t o do is -

it1 s terrible. I never - I 1m jus t a fool for 

punishment. But I think 1f we can just take this 

wheat thing and get them to recognize t his ba sic 

principle: that i f we•ve got t oo much wheat and 

cotton, let's put our thinking machine towards 

using it up through eating it and weuring it. Now, 

see? Now, if I can jus t get that • • •• 

Yes. 

•• • on wheat, then it comes down- and break t hi s 

policy of scare! ty. Every tl..me - I mean here 1 s t his 

thing on wheat. He put a floor under 1t by leDCii D& 

them the money, then we come along because we don1 t 

tb.ink it's enough and on top of that we give them a 

bonus. 

I was very much interested yesterday - after we ' d 

been t alkiD& about this, the President said, •What 

Henry i s t rying to say is this, that he ' d r a t her see 

the 212 taken and instead of paying the f armers 

parity, take t hat money and use it for buying '!heat 
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and cotton for use ." He said, "Am I stating i~ 
correct l y?" 

I said , "You' re stating it absolutely correctl y." 

See? Now, I got the President tha t f ar i n one 
week, which I think is moving very, very f ast. 
Don't you think so? . 

I said, •Yes, take that 212 million dollars and 
have it to use, buy cotton ond wheat, and then 
afterwards other things for use .• 

And he said, "Henry thinks that th.e.t will - you'll 
end up by really raising the price of these 
CO!DlllOdities , n 

You see, the President started very interestingly. 
He went after Wallace very - he said, "Now, Henry, 
what are you going to do to stop the price of 
wheat, cotton, and corn falli ng? Vfuat ar e you 
going to do?" 

So I said, •Well, if I may offer an observa t ion, 
llr. Pr esident" - I said, "You announced 212 
milli on and they expected you to go through wi th 
it. It has no effect on the market . The price­
continues to go down, down, and down. " 

Dollar off yesterday. 

Been one of the very important sustaining influences . 

It will put a bot t om to it. 

llha t did Vla! lace say? 

He used a lot of terminology which meant nothing, 
and t alked about the f armer ' s i ncome, 87 percent 
of the city worker ' s , and - I mean a lot of - a lot 
of high-falut in words, and that plus getting very 
dirty. Be di dn't with me, but Woodring, coming from 
Kansas, with a big wheat cr op, bore down v ery heuvily 
~n Wallace. 

~o be proceeded to • Ezekiellze .• 
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Well, he t alked a lot of stuff . I said, "Wel l> 
Henry, I just don't know wha t you ' re talking about. • 

But the President said that wha t I wanted ~tas t o 
r a t her see them take the 212 million and use the 
money to put these things t o use. And then when 
Henry got very dirty - •Well, all those things sound 
very nice, but ,• I says , •you can' t overlook t he 
fact that the people in Cleveland t oday ar e eat ing 

garbllge ." I said, •That ' s a fact . Now, you can' t 
ge t away f rom it. • 

Bave you g ot a minute t o talk about it? 

Yes . 

I •d like to tbi~ of thLt as Part One of the program: 

use this 212 million to set this stuff into use; then, 
a s Part Two of the pr ogram, moving more of the surplus 
wheL t and cot ton tnrough regular channels of consump­
tion . ;.nd I t hink you could pull together in a very 

intere~ting way two i deas : fir st, thnt i dea you had 
about the selling campaign l as t January; and then 

what ' s going on ln New York, ho~ Wanamaker ' s - do 
you notice what t hey've done? Put on this campaign 
to move more goods at l ower pr i ces . 

You mean Hearn ' s, don ' t you? 

No, I mean Wall8lllaker 1s . Hearn ' s have too . And 
some of the l a r ge chain drug s tores have gone up 
t here and bought lots of fine meat . And I was told 
yesterday tha t that stuff is moving - at a pr ice . 
St uff will move a t a price . And I should think a 
person like Patterson or somebody could sort of pull 
tnose things together and get some more of this stuff 

moving through r egular channels . 

I ' m very s~eptical of me t hods - enormous amount of 
work on t hat angle - very skepti cal indeed, because 
in the first place Wanamaker ' s may be selling more 

goods, but you don ' t kno~ whether "cCreary •s i s 
selling l ess as a consequence . I n the second place, 
the consumption of wheat - there ar e a l o t of fac tors 
in it . I don' t think the r esults are going t o be 
wor thy of t he Secretary ' s effort . 

I think you got to do somuthlng dramati c . 
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'Well , I do too, but I think to move - manufactured 
goods will move a t a price. 

But I can' t do that. 

lien, 'Dien like Patter son are doing it. 

Well, Patterson's a third- r a t er. 

«ell, I know he is. 

I mean Patterson- I mean a very - I've known him 
for years - a very charming fellow and got a lovely 
wife, but just - he isn't -he's never delivered 
anything. 

ftho, Joe ~ed.ill? 

No, Patterson - Assistant Secr et ary or Commerce. 

Oh, oh. 

Do you (Taylor) know him? 

I just met him one day. 

ilr'ell, I do . 

~s he the same fellow who was head of the charity 
under Walker in New Xork? 

Xes, on the Department of Correction. 

Xes. 

Well , I just ••.• 

AskCharley Hand about him some time. 

Well, d apartment sales are orr 15 percent. 

Well, let's just see where we get anyway. 

Xou Just made one remark that bothered me over 
yesterday . - I Just want t o register_, doubts or 
simple disapproval - with respect to wages. I 
gathered the impression that you were flirting with 
the idea t hat a decrease in wages lllight be •••• • 

' 

Regraded Uclassified



282 
-16-

H. J .Jr : No , it 1 s entirely erroneous. 

llcR : Just the r everse • 

.. bite : I see . 

Oliphant: You're not conceding that the suggesti on of cutting 
price •••• 

White: All right. 

H. M.Jr: You're a hundr ed percent ••. • 

White: I drop tha t. 

H. J . Jr: tlo, I•m gbd you asked . 

Oliphant: You weren't conceding tne proposition t hLt a cut 
in price in cement or steel would necessarily mean 
a cut .ln wages . 

ll .Jl . Jr: Now, wa.lt a second . All I'm saying is that as 
Secretary of the Treasury I am over Procurement and 
I 1 ve got certain r esponsibilities to buy goods, and 
I 1 m going to buy them. And I don't want t o - just 
what I don't "ant to get into. I don't want to get 
into t he wage and hour business, I don' t want to get 
into the price business, other than buying as 
reasonably as I can without bearing down so bard on 
anybody that I•m not going to permit t hem to make a 

f r ofit. I want tbese fellows to make a profit, but 
d on• t want - I' 11 state ~ philosophy ega in - I 

don't '"ant to use Procurement to break the prices or 
break the wages, or d'o anything other than buy the 
supplies rapidly and economically, and that ' s all. 
And when it comes to a question of monopoly, or whether 
there arc monopolies in the industries where we ' re 
buying, I say tbat it is for the Department or Justice 
and the Federa~ Trade Commission. And I don't want 
to get 1nto it a.nd I don't "ant to bave Procurement 
used for that purpose, because i t means III¥ doing that 
and nc thing else, and I've got too many important 
responsibilities here. Now, that ' s - that's the 
decision that I've reached. 

Taylor: You do wish to continue sending information over 
to them on identical bids, and so on. 
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Well, I just - I can' t answer that on snap, because 
I don' t know what our responsibility is on that. 
I mean I don't want to give a snap answer to that. 

I do want to very, very much time our buying to 
buy at the time of year wben these factories have 
the least orders. That I very definitely want to 
1o, sort of even out the production. But I very 
definitely - that's just exact ly what I don't want 
to get i .nto. I don 1 t want to close up the Treasury 

shop and devote myself to wages and hours and prices, 
a nd if I do tbat I'm going to find myself in an 
impossible position. It isn't my responsibility 
and I can' t do it, because as I s aid yesterday, 
there may be five cards I should have in my band, 
and I 1ve got four blank ones. 

The reason I asked that question ••.. 

Do you (Oliphdnt) understand my position? 

Well, we•ll have an opportunity to discuss t hat. 

Yes, you can have a chance, but it will be difficult 

to make me change. 

The reason I asked that question is that we have 
been sending to the Attorney General and the 
Federal Trade Commission infor~ tion as it comes 
to us on identical bids. 

Well , as I uy, that's too important to go like 
that . But I'd like to stud)' just what our 
responsibility is on tha t. I don 1 t know. I don' t 

know. 

Well , I think we are responsible to furnish t o both 
Feder al Trade and Justice any indication of collusion. 
We do have that r esponsibility. The responsibility 
is theirs to follow it and determine whether it was 

unlawful. 

Also just offhand, it would seem that way to me, 
tbat it is our r esponsibility to do that. 

Wait, I baven't issued any orders to change anything 

other than wbat we have . liave I, llac? 
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No. 

Did any orders go out from this desk to chenge 
aeything? lluh? 

No. 

28~ 

So up to date we're jus t 'where we were . But it's 
just what H. ;l.Jr. should do with his own t ime - I 
mean that's what it amounts to. But I'll be glad 
to discuss it Tuesday, and I'll listen, as I said 
yesterday. I asked anybody whether they wanted to 
talk about it Tuesday and everybody said no. 

Well, I would like Tuesday or some time - I mean 
we had a later discussion out there at the close 
of the meeting that put it in other t erms. 

Well, you asked something when you were halt up 
in your chair, you see. 

I'd like to have something on Tuesday. Have 
Blaisdell in? 

No, that's Just what I -well, I'll talk to you 
alone about it- but I don't want Blaisdell in. 

Are you ready to say now that you won't want Eccles 
on Tuesday t or lunch? 

You may go to the White House • 

I gathered that you may not. 

Why not Eccles? 

I thought perhaps i f you're going to the White House 
Tuesday, since you won't be here llonday, then it 1 s 
Open llarket Committee in the a fternoon, and I thought 
maybe ••.•. 

I accept your s-sgestion. I wil l not have lunch with 
Eccles on Tuesday. 

J.eyth!ng else? All right. I hope you all have a 
nice weak-end . 
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Subj ect: Some "m1nori ty• thought a on the June tinano1ng progra.m. 

t ake 
t1on 

SWIII!!ari 

It 1s our oonoluaion that the June t1nanoing should not 
the term ot bonds but should take the form ot oash redemp-

1n part and rerun~· ~ •ith billa and note~art. 

Our oonoluaion aa to financing ia based upon: ' 

1. There are important disadvantages of issuing bonds at 

thiA time. 

(a) The added ooat to the Government during the cos1ng 

year and during future years of issuing bonds now may 

amount to $15 to $25 million a year. 
(b) Failure to pay ott part ot t he notes means fur­

ther delay in the deaterilization program. 
(o) Issuance ot bonds will be relatively more defla­

t i onary in i t s effects on business conditions than the 
alternative methode ot tinanoing. 

2. There is no serious risk involved in refinancing by 

bills or notes at this time because: 

(e) It ia more likely than not that Government bond 
yields will go lower during the next twelve months. 

(b) It we do not have recovery within the next year, 

there wil l be continued ease in financing through bi lls 

and notes. 
(o) It recovery ia expected during the next year 

there will be a reduction ot the amount ot public debt 

obligati ons i n the hands ot the publ1o because of Social 
Security reserves , recovery ot loans by the R.r.c. and 
other Government lending agencies, and because there will 

be an excess of revenue over expenditures. Furthermore, 

provision should be made tor further borrowing through 
Baby Bonds. These are all factors which will become acre 

important in future :rears, requiring shorter aaturitiu 

to facilitate reduction in the outstandi ng debt. 
(d) The proportion ot bills that now eXist to the 

total outstanding debt i s extremely eaall consideri ng the 

wealth ot th,.a oountr:r and the controls that we haYe onr 

excess reserves . 
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IHTP On"'CC COWNUNICATION 

Secretary Korgenthau 

Mr. 'lthite Yt>wf 

. . .. Mil)' 27. 1938 

Sub ject : Some "minority" thoughts on t he June f i nancing 

program. 

I ga t he r that Treasury opinion is crystallizing in the direc­

t i on ot an i ssue ot l ong-term bonds t o t ake up ~~e notes 

mRturlng in June and September. 

The re ere certain danger s and disadvant ages whloh euoh a 

program would have compa red wi th the alternative methods ot 

handll r.g the maturities which should, we bel ieve, receive 

con si deration. 

1. 7ie nre or t he opinion t hat the J une t1nancing should ts.ke 

the f ollowing form, t hough we appreciate the overwhelming 

n' ture ot t be oppositi on view: 

( u) Hal t t he June and September note s t o be taken up 

and halt refunded with 5- yea r notes. 

(b) After July, the maturing bills to be "rolled over• 

and additional f i nancing t o be done through the issue 

ot Tr easury bills. 
(c) The program t o be recanva ssed, of course , before 

the December financing. 

2. Our conolueion is based upon t he following: 

The i mmed i ate disadvantages of issuing bonds now: 

(e) The Treasury may be subject to the criticism that 

it is spending taxpayers ' money tor the benefit ot the 

"bankers end large inveetors• by electing t o P&1 2t per­

cent t o borrow money when: (1) It has adequate cash 

to get along without t1nencing t o r a.nother six months; 

(2) it could borrow on bills tor almost nothing; or (3) 

borrow on 5- yeer notes t or approximately 1 percent. 

The added interest coat varies f rom ~15 mill i on to 

S25 million (depending upon which alternative is used) 

for the next year, and tor every year therea.tter eo l ong 

e a interest r a t es remain or ound present levels. 

Pr epared by B. b . white and R. Glaeser 

,..,8., 
I! • 

' 
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(b) The Secretary or the Treasury may be eubJeot to 

the oritioiea that he ie not cooperating with the 
Pre sident ' s r eoove17 program by not immediately carrying 

out the dester1li&ation program. A tairly strong detenae 

can be made tor taking up onl;y halt the llletur1ng bills 

but it would be much more di ttioul t to etteotivel)' detend 

failure to uti l ize the opportunity presented b;y the matur­

ing notea to desterili~e more gold. 

(c) Borrowing with bonds taps more or the very source 

ot ae.v1nga that we are moat eager t o pueh into private 

investments. Very low intere st rates t or induet17 is one 

ot the taw monetary or fiscal devices we can use to pro­

mote borrowing t or. private investment. By ie auing bonds, 

the Treasury will be miaeing an opportunity t o turther 

lower interest rates during tbe coming year. 

(d) The task ot maintaining stable prices t or Treasury 

bonds outstanding becomes more difficult the more bonds 

the Government issue a. 

(The tact that the banking investment community favors re­

funding operations at t his t ime ia to be expected, irrespec­

t ive or the broader considerations i nvolved. Their own direct 

and immediate financial intereets would be tavored b;y retun.d­

ing operati ons.) 

3· The above d1aadvanta.ges would, ot course, be qui te in­

sufficient to Juetity the program we recommend were the pro­

gr~ t o involve n eerious riek or any kind. 

But we believe thst there ia no serious risk involved in 

refinancing the June and September maturit i es with bi lla or 

notes t or t he tollowing reasons: 

(a) If permitted (by Federal Reserve Board and Treasury) 

Government bond yields w111 probably go lower betore re­

covery takea place. They should, moreover, be encouraged 

t o go lower in order to be as effective aa poaaible in 

stimulating recover7. 

(b) If we do not have recovery wi thin the next )'ear, 

(i) The tunda available t or 1nveetaent will increaae 

and theretore greater eaae the tinanoing later. 

( 11) Tbe price or bille and to a leaaer extent or notee 

can be kept low, even with continued large deticita t or 

the next 7ear through control over the volume or exceee 

reaer\·ee. We will have a 1111.1ch more dltticul t t1• con­

t rolling t.he price or bonds. 
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(c) It recovery ia expected, there i e no justification 

for issuing bonds rather than bill s or notes, because: 

283 

(i) The Treasury w111 be reducing ita outstanding 

debt through the building up or Social security 

revenues, t r oa excess ot revenue over expenditur es, 

end recovery ot loans by the R.F.C. and other Govern­

ment l ending agencies. Also some volume ot borrowing 

should be lett to satiety the demsnd t or Baby Bonde 

whi ch should be nursed along tor other than fiscal 

reasons. 

( ii) So long as recovery i s in process bills can be 

refunded at rates lower than notes and certainly 

lower than bonds tor severe l yea rs t o oo~e. Even 

though there is a high degree or recovery tor several 

years, mat uring bills and notes can be •rolled over• 

e t lower cost than the i ssuance ot bonds now. 

(d) The proportion ot bills thct now e7.ist to the total 

outstanding debt is extr emely small consi deri ng the wealth 

ot this country and the controls that 01e have over excess 

reserves. 

(e) Continued deficit financing over t he next year a t 

least should not result in a fall in bond prices and there 

should, therefore, be no questioning or confide nce in the 

Gove r nment credit, The lower the carrying cos t ot the 

Government debt, the better the r ecord ot the Treasury and 

the greater the prosti ge ot Gover nment c r edi t . It there 

i s a politically inspired attack on Government credit in 

the tuture, however, the larger the proportion ot Govern­

ment debt i n bonds the 1110re vulnerable the GoverruDen t 

credit would be t o such attacks. 

( t) If the Treasury expects that some time within the next 

ten years interest rat es will be substantially higher than 

they are now, it is an o~en question whether the T~eaeury 

would be Juetitied in taking advantage ot the situation 

at the eT.penee of investors. The more bonds instttut1one 

have, the grea ter the losses sustained when bond pr1 oea 

tell. At l eas t the same i s true or corporate bonds, but 

in that oaae t he holder has covered his risk by higher 

1ntere!'t rates. 

' 
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At eleven o 1 olook this morning I visited the Bank of 

France . The control bad gained 110,000 pounds at around 

178.25 to .30 by that hour. The market wae fairly narrow and 

it was intended to let the rate move to about 177.95 if pos­

s ible . While I was t here such an instruction was telephoned 

to London where no dealings bad so far been transacted i.n 

behalf of the French control . The franc losses for Saturday 

approached 350 , 000 pounds, the franc being under consider­

able pressure. During the whole of last week the losses of 

gold and foreign exchange approximated a billion f rance, 

leaving around fifteen billion in the fund. The control was 

able to veil its business considerably by operating through 

various private banks and the market was unaware of suoh 

M 

heavy los ses. B¥ contact does not feel at all encouraged by 

t he second aeries of decrees whioh call for new expenditures 

several billion francs in excess of the suss to be raised 

by the new taxes est up by the first aeries of deoreea. 

The National Bank of BelgiUIII lowered i ts discount rate 

from four to three percent this morning. This step had been 

await ing an i mprovement in the i nternational political eit~ 

tion 
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t1on, whioh w&e provided bf yeeterday 1e oalm oleotione in 

Ozeohoelovaki& (ae reported in my telegram No. 834, Kay 37, 

ll a .m.) . The belga had furthermore improved on IJ'riday 

following voting br Parliament of the Government 1 e t wo 

tax meaeuree and on Saturday ae a reeult of the Bank of 

France being obliged to buJ t~eo m11lion bolgae for ao­

count of tho French railn.ye . 

BULLlTT 

EJ.:DJI 
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StcrEt'\ry of Stntc, 

rlnshington. 

467, May 31 , 6 p , m, ~ 

GRAY 

London 

DatEd May 311 1938 

REc 1 d 2 :35 p .m. 

FOR TREASURY F'ROH BUTTER'IORTR. 

On rEturni ng to Lon~on I gathEr that during the 

past •vc tk thE feEling h's grown in thE o1 t y that the 

VIEtlkncsr of stcrl1ng in terms of dollar s which initia l 

rcsultcd f r om thE Czrchoslov~k1nn s i t unt1on i s 11kcly 

to pcrsist irrcspecti vE of thc Europcnn pol i t i ca l 

dcvclopmcnts becnusc of long rangE economi c f actor s . 

T:1ur 1.r an 1ncrco.sing consci ousness in tht impor tnnc t 

or thc ~rowing ndvcrsc b~lonct of paymcnts. It i s 

notcrorthy th~t this f~ctor should suddEnly begi n to 

figure in the ~ind of the city nt a t i mE whtn the 

greatest exodus of hot monty from London on r ecor d has 

jus t been carri Ed out with so littl e diaturbnncc o.f t h E 

monty m'lrket . ThE f act ts th~t Ylhilt tht rE i s e.mpl t 

contidtncE i n the t Echni quE nhtoh h".a dEv El opEd for 

hnndlins rtfugtE fun~s 'lnd mnintai ning chEnp monty , 

thtrt is . gr otfi n.; r tco;:ni tion of thE s tri ousntss of tht 

tradt 
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t r · d c !c~rc~~ton ~nd p~rticul~rly i ts effect on 

Bri t i sh rx~~rts ~nd hence on t he future trend of the 

b'<l :lnct of n•';rntnta . 

L~st year th( advers E mErchandise balanc e 

EXnnndEd r apidly because o f increas ed prices and 

qu~nti tie s of 1m!)or t3 , but thi o '':lS pnrtially off3et 

by he'>lthy tho~h sm-,ll tr rise i n cxportA Ylhile the 

larger an~ mort hifhtr priced purchases of imports 

i mpli ed a growth in invis i ble t xnort i tems . But this 

ytcr '1 f all i n lmnor t priers will not be suffici ent to 

of f set thE sti l l l~rgt r equirements f or rcormamcnt 

ce>,.bi ntd •· i th dtcli n t nc exports !lnd vrith invisible 

t7.nort i ton3 cert~tn to be curt::~iltd . These f acts arc 

ht i!1;:: -ore nqu.,rtly f~c td and Vlert br ought particularly 

to t l'C fort toy the speech of the Presi d ent of Bo:1rd 

of Tr ~<' e l n t hE debate i n t he HousE of Commons on 

TtttSd".~' l"'\:Jt . 

I!07:evcr , it mus t t-c rtcogni:,ed that t his long rllngc 

trend c·n be rcvcr otd te,nor·~rily by specula tive 

~v~e~ts b•otd on r wtors of doll~r dcvnlu~tion . 

lnctdcnt'\l l y ·~ i;c mon t h:> gold is no1· in d cnumd on Paris 

'lCC OUllt . 

KEtfnEDY 

KLP 
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I had a talk today with Professor Rist who feels that 

the political situation in France is entirely favorable to 

the Daladier Government and that t he latter should take 

more constructive financial measures t~ in its two series 

of decree laws than it bas to the present. Professor Riet 

constantly bas favored a move toward including everything 

except armament coste in the ordinary budget and working 

towards a balancing t hereof Within, say, a two-year period. 

For purely armament expenditures funds would be raised 

through public loans. R1st•s plan envisaged paying for 

already completed public works but suppressing- future public 

works. Consequently he was disappointed in the public work 

phase of the recent decree laws and bas little faith in the 

various measures designed to facilitate credit. 

He insieta that an assurance of monetary stability 

is France's primary need. Tninking Frenchmen are not con­

vinced by the aer e declaration of the Government that the 

frano will not depreciate beyond 1 ?9 t o the polmd, that th18 

rate oan be held in the (?) constructive reme~ing of atate 

finances. Considering the world prioe level , the depre-

oiat ion to 1?9 is more than aaple economically for France. 

The 
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The repatriation of capital which followed the frano de­
preciation of Kay 4 i ndicates the manner in which funds 
should become available on the French market if the condi­
tions could be made continuously favorable to such capital. 

Professor Riat told me that when the monetary change 
took place , one of the banks in which he is interested even 
received a fe w million pounds of British capital for short­
term investment here. That is to day , France offers plenty 
of investment opportunities and, if given fair encourage­
ment, capital from foreign centers will be quick to take 
advantage of suoh opportunities as those afforded by the 
low prices for French rentea. While the deposita i n the 
B&nque de Paris et des Pays Baa (one of the banks of which 
Riet is a director) were abo~t fifty percent in foreign 
exchange and fifty percent in france, the ratio baa since 
May 4 moved to twenty percent in foreign exchange and eighty 
percent in trance. Thus, merely aa a result of one step 
in the direction of monetary stability, the percentage of 
franca available i n this bank for investment 1n French 
Government securities bought for private enterprise baa 
increased thirty percent. 

Repatriation baa now practically -~- oeaeed and, until 
:fUrther improvements are made, Riat looks for little impor­
tant movement of funds to France. Riat insist& that 

amortization 
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amortization of the Government debt ehould be suspended 

and that the rate of interest on rontos should be out. He 

is confident that stability of the ourrenoy oould be 

assured were thoao measures taken. He does not believe that 

the forty-hour week hae been made sufficiently supple as yet . 

Rist feels, on the other band, that many of Franoe•a problema 

are still financial and monetary rather than economic problems. 

For example, if t he frano wore stable and international 

t raders did not demand a big margin in prices to cover exchange 

risks on the franc, the trade balance would be muob lose un­

favorable. Business in France ia suffering importantly from 

the world economic crisis and in par ticular from the drying 

up of purchasing power 1D the United States and raw material 

count ries. If French prices could be lowered as a result of 

higher production in its industries, this would be felt less . 

Be told me that a few days after Daladier came into 

office, be bad recommended to Yarobandeau his scheme for 

stopping amortization of the public debt and for converting 

rentee . Si nce auoh a plan might be interpreted as taking 

a plank out of Blum's general scheme, tho lliniater of Finance 

was unwilling to accept it. )(arobandeau was reminded b)-

Riet that Blum bad put every conceivable monetary and financial 

measure into his program purposely eo that he oould claia 

credit 
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credit for anything that might be done in the fUture. With­

in the past few days Karobandeau bas asked Rist •s office 

on research for more details of this plan. 

Paris exchange market ve ry quiet today. Control may have 

gained small amount of sterling t hrough operations of Societe 

Generale bet ween 17S.18 and .35. Belga continues to improve 

and speculat ors therein are beginning to buy back belgas ' 

and sell Indo-Chinese Piastres wi th losses in both operat ions. 

~arket expects few developments from reconvening of Frenoh 

Purl lament today but is slightly uneasy over next Sunday • s 

convention of Socialist Party. 

(END OF 14ESSAGE) 

BULL I TT 

\ 
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Present: 

lla,y ~l, 19~8 

Mr. Aubrey Williams 
Mr. Berlew 
Mr. Lowell Kellett 
Mr. Gaston 
Mr. KoRe7nolda 
llra. Ilotz 

HK,Jr: -A&-l~noh with the President I pointed 

out to him again ~t tl:le way the bill wae going through 

tha t it would not do the trick a e the altuation wae now 

and that hie out wae that conditione had changed in, I 

aa1d aix weeks, si nce his message had gone up and couldn' t 

he still do something while the bill waa in the process 

ot going through. So he eat down and di ctat ed t his to 

me and what he wants to do ia eend th1e letter, this 

afternoon, up t o Senator Adame and I want you people to 

go over it and you (Gaeton ) are to give it to Steve 

Early after prese conference. This ia what he wrote: 

•on my return this morning I have held a con­

terence with P. W.A., w. P.A. a nd the Treasury. 

1 Dur1ng the past a1x weeks since I sent my 

measage to the Congress, t he unemplo)'ed situation has 

shown no s i gn ot i~rovement and, therefore, if t he 

Government undertakes to relieve unemplo)'ment b7 relief 

and public works methode, the time element is an essen­

tial to succese . • 

Thi1 11 hie language, and when you read it 

'unemployment bJ relief and public work• meaauree1 , tb«t. 

a1gnt be interpreted as direct relief. And you have 

a n hour and a half, which i s usually an hour more than 

we haye. 

1Ever)'body in t he Adminietraticn is agreed that 

undertaking relief or public works proJects next winter 

or spring would not contribute to the serious necessi­

ties or this summer or autuiiiD. Furthermore , it ie 

hoped that private industr7 and finance, because of de­

ferred needs and l eesening inventories, will be in a 

position a little later on to increase private emplOJIIIent. 

Government employment, t herefore, should ooae r1.ght awq 
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"instead ot being de t erred to a time when it aay eyn­ohroni&e with an iftoreaae in private employ .. nt. 
1 It ie thia ex1eting gap we want to till. Therefore, I greatly hope that the relief bill in 1ta 

final form will put no reatr1otione on the immediate 
starting or relief and publ1o works proJeott, and that euoh proJeote t hould be confined to thoee which will be completed within a ehort time. 

1!o th1e end, nex1l)111ty or actual ada1D1a­trat1on ia essential. I oannot too strongly point 
out that there ia unan1moue agreement in the Executive branoh or the Government that the appropriation, flex­
ible in administration, should have as ita principal 
obJective putting the greateet number or unemployed to work in the ehorteat time.• 

Be eaye he has a liat from you (Mr. Berlew) ot eight weelr.e . 

Mr. Berlew: That ia, eight weeks to etart. 

Bll. Jr: What do you think or t he letterl 

Mr. lilliame: Pretty good. 

Bll.Jr: What I am going to ask you people to do is go over eaoh wora and eweat 1t out and when~ou 
are through I will oome down1taire and I have trom 
now to three o' olook with the Federal Reeerve. What ' • your general reaotionl 

Mr. Berl!w: I think 1t' a very good. 
to do something. 

It ought 

Mr . 11111ame: Mama will say, What ... orrioally 
doet he want ue to dol 

Bll.Jr: Be doee not want • ••• 

Mr. 1'1lliamt: He 1ay1 he wante it to beaflex­
iblt at poaaible. What I am trying to get at 1e what 
will be any overt movee when J immie Byr net and the othert 
hear or thit. 

~: I t&id Adamt beoau1e I thought he wat the peraon:tbe Pr eaident eaid it ehould go to Barkley, 
Adame and Jillllle Byrnea and I ea14 Adame • 
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Mr. Berlew: They want to g et rid of all the 

amendments. Earmarking, tha t 1 a the trouble. 

Hloi , Jr: 'rhat1 s what started 1t. The rate 

t hey were going, t he thing would be so earmarked it 

l eft no flexibility and I also urged that it give him 

t he right t o transfer funds from one to another. 

For inatanoe, he could say, 'You fellows can't use 

50 millions of, eay, $1oo
1
ooo,ooo, Let ' s give that 

t o somebody else.' That s what he means by flexi­

b1l1ty, 

Mr. Berlew: He could make it 
what they d i d with our las~ program. 
within categories up to 15~. 

up to 15%. That's 
We oould transfer 

HK,Jr: But am I right that the way it is going 

they have pretty nearly every dollar earmarked? 

Ur. Berlew: That' s right. 

Hloi,Jr: That seemed to surprise him. The 

way t hey are going , t hey have pretty well earmarlted 

it all. 

Mr. Williams: He was t hinking or more than trans­

ferring within categories, inside or agenoieeT 

Mr. Berlew: Oh, I a m sure or that . 

Hloi . Jr: Yes. Absolutely. 

Wr. Berlew: But you oan do it on percentage 

bash without g etting too muoh complaint from tha people 

at the Capitol. 

Hloi.Jr: Lowell (Mr. Mellet t) what do you think 

t he public reaotion will be? 

Mr. Mellett : I think it wi ll be good. Favorable. 

~!Jr: And if it is well received, then he 

kind of oh in' on thle. Waa I also correct in 

it would come to vote Thursday? 

Kr. Berlew: That ' • rteht. 

could 
saying 

Hloi,J~: He t hought todaY and I said not until 

Thursday an he didn 1 t know all about that earmarltlng. 

300 
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Mr. Serle~: There 1e quite & eent1ment up 

there to e&rJD&rk , We have several people w&tch1ng 

1t. Qu1te a bloo want to earmark and some other 

people are af raid 1t 1t comes to a showdown they 

w111 hava their way anyho~. 

Xr. 11'1111amt: I think th1e 18 an &~tully good 

letter. A~fUlly good. 

HK.Jr: Every e1ngle word there 18 h1e own. 

Mr. Serle~: He should get 1n 1t r1ght now 1n 

& heavy way , 

HK Jr: He' s w1111ng to do 1t and have 1t go 

up this 81ternoon. 

Wr. W1111ams: The f i nest th ing that oould 

happen ~ould be to get eome ot them down t here t omorrow 

morning and tell them what he has 1n m1nd, 

HK,Jr: I think you are right, Aubrey, 

that 1t he oould hand t hem th1e letter tonight 
I th1nk ..... 

he has 
better 

Kr. Leggett: I don't kno~, Mr. Secretary, 1t 

not known &bout earmarking. Wouldn't thh be 

than have them oome in and debate ~1 th him? 

HK,Jr: Waybe that ' s whet he had in m1nd. Very 

definite t hing -- h1e w1se8 -- that this shoUld be 

there not later then 4:~0. 

~. W1111ame: I would think it he oould send 

t his to bi.a and then tomorro~ mor ning have Barkley, 

Raybrun the two Speakers and Adame and Woodrum, I don't 

t hink you ought to leave t he House out even though thie 

is Juet now before the Senate, because they think 1n the 

House that they have done everything he asked them to 

do and they are going to be hurt it they are put in 

another light. 

W',Jr: That's why I suggested 1t while it waa 

1n the ouse and J1maie 87rnee, an old House member, 

a&ld you oan' t do th1e thing , and eo forth and eo on. 

Well , why don' t you take the letter and eee 

it t here are any words that you want to ohange -- I 

wouldn't change too woh -- and then, Aubrey, bow can 

we get the sugge1tion to him that you think he ought 

to have some ot thea downf 
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Yr. W1ll1ams: Either you oould make 1t or I. 

IDI.Jf: I th1nlr. 1t would be f1ne 1f you would 
make 1t. ha•s been o•er there a lot today. 

Yr. W1ll1ame: Wel l, I am trying to get to eee 
h1a anydJ' and 1f 1 can' t •ee h1a I w1ll try to get 
through on the t elephone. 

Hll,Jr: '!here 1• a roo• down•ta1rs under here 
and t h e group of ;you take t he l etter and work awa:r on 
1to 

oOo-oOo 
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~ ;n , 1939 

~ dear ~ona\or Adaaaa 

On ~ return ~h11 &:10Pn1nc I h.we beld a oontereneo 

w1th Po ~ .A. 1 " · P. A. 1 and the 'l're&IIU")'o 

Dur1nc the ~t d x week• stnoo 1 aent R7 • • eaago 

to tho Coll;reaa, t be ~l0)'111ont a1 tuattor. baa • howll no 

a1en of 111ipi'Ofteont and, tblretore, 1t the ocr .. n.en' 

undertak .. t o rel1oYe ~1o1:aent b,J N l ht and l*bl1o 

wo~o .. t lloda , the t1ae ol enwnt 1a 111'1 o .. ent1al t o euo-

£•11'7'b041 1n tbe A4:11n1otraUon 1a ·~ that 

WICSertaltlnc rel1ef 01' publ1o worlla p,_Jeot• next winter 

or epr1nc would not oonvtlNto t o tbe oor:t.oua neoe~a1t1oo 

of t h1o - r oP autwln. rurther110re 1 1t 1o hoped t hat 

pr:t.Ya to lndllotr1 and t1nanoo, beoauao o f deferred nee~ 

and lo11on1na 11Won~or1u1 will 'be ~n a poel u on a 11 ttlo 

l at er on \o 1noroo•• pr1Yate o~lo~t. OoY• rnment 

•~~J~lo71lont, tblret ore , lho\ll d oo:ao r lgbt a~ 1nlltu4 of 

boln« ~tol'ftlt \o a u .. wbon U DCQ' I,Tftelbronlao wi'h • 

1norea•o 1n prlnto •• lGJIIOM. 
It h Ullo ox11Unc «AP w w.n' to f1U. 'l'bere­

fore, I peaU7 bope that tbe reUot b1U 1n 1h t1nal 

~I'll will. put no r..U'loUono on tbe '--4lato otal'tln« 
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et ftllef _. fdlle WOite pPO~M''• aftll Ulat INIIIIl 

pi"'JMtt ¢ ,. M eontlae4 to \11oM wbleb .ul. M 

... .oleh4 .t.Ua a tbor\ Uoe. 

!'o ttua ell41 llea1bllltt ot .,w.l lldlll-... 

\ration le .. ..,.,lal. 1 oanno' too •'ron« poln' 
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oat Sha" Ulera 1a A:tW'- .. ,..._,, 1ft b IIIIa •U•• 
..,...h of U. ~"' \!let the •PII'OPI'latlOftt 

llalble 111 114:Aalt,raUon1 lbolll4 baw _. 1t1 pftllel~ 

ettJ•U" p~~tuac tt~e peeateet " '"*" of ....,l.,.cl to 

~, ... lho .... , u •• 

atnonoelt ,_.., 

• 
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Jq dear Sena~or Mama: 

On ~ return this morning I have held a conference 
with P.w.A., W. P. A., and the treasury. 

During the paet alx weeka ainoe I eent rq aeuage 

t o the Coq;reaa, the unemploy1unt e1tuat1on h&e shown no 
sign ot lmpro'fement and, therefore, it the GoYel'llll8nt 

undertakee to relie'fe une~loJment by relief and publio 

worke aetbode, the tiae element ie an eaeenti&l to euo-

J:nrybody in the Adln1n1etrat1on ia agreed that 

undertaking relief or publlo worke proJeote next winter 

or epr1ng would not contribute to the eerioue neoeaeit1ea 
ot thie eWUI8r or autUIIJl, rurthenoore, it 1a hoped that 
pr1Y&te industry and tinanoe, because ot deterred neede 

and leuen1ng iD'fentoriee, will be 1n a poe1i1on a little 
later on to 1noreaee pr1Yate employment. 

employment, theref ore, should coae right away inetead or 

being deterred to a tlae wben 1 t 11&1 e)'llohl'onize with an 

inoreaee in pr1Yate e~loyment . 

It ie thia ex1et1ng sap we want to till. There-

fore, I sreatly hope that the ral1et bill in ita t1n&l 
fora w1ll put no reatriotiona on the 1ued1ate etart1ng 
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of relief and publ1o works proJeotl, and that euoh 

proJeote abo\ll.d be oont1ned to those wh1oh will be 

completed w1th1n a short t1ae. 

• • 30S 

To th1e end, tlex.1b111t7 or actual ada1n1e-

tret1on 11 eeaent1al. I cannot too strong point 

out that there 11 unan1110u1 a8:N&Mnt 1n the lxeout1Ye 

brenoh of the GoYernment that the i!ppropr1at1on, 

nexlble 1n adm1n1etret1on, should han u 1te pr1no1pal 

obJective putting the greatut nuaber or une~~q~lo:red to 

work- 1n the Bllorteet t1118. 

81nc erel)' :rove, 

· ... 

• 
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"-¥ 31 ' 19:SS 

oeaa. Qr- v, ~YI!.{A ~r 
......,, tis la t}le ,..,.,.,,,.a blah ts agz a sA ••=• 

WldeM:ak1ng .%*·' ·e ; I I l A&l KS: pJ'OJeota next winter 

or aprlns~not oon~bute t o the eer1oue neceaa1t 1ee 

of t hle •~r or autuan. Furt b.-raore, 1t 1a hoped t ba t 

Pr1Yate 1nduatr7 a n4 f inance, b•cauee of deferred needa 

and leaaen1ng 1nYentor1ea, ytll be n a poe1t1on a l 1t1le 

l Ater on to lnoreaee pr l •ate e ii!Pl 01J!Ient . lie: ariQ•ut _A..j.<ll<. 

e~lo1••nt, thlref ore , abould ooae rLGbt aw&J 1netea4 of 

btl n& 4ef ei"N4 t o a U~• .tlen 1 t ~ eJnohrcn1ae with aa 

l noreaee l n pr1•ate e!lq>loJ~Dent.~').·WW ~ 

It 1a~<;\1ng~ ~. 'want to flll. , ~here• 
;A )" t • t;;f.../~AI ,.l( '"k. 

tore, I SJ"IIaU, hope t h:lt tl-~ 'b\.u 1n ita t1nal 
" 

f ona will put no r .. tr1oUone on the 1ar:e41ah atarUng 

. _, ' - -
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!o Wa oll<l, nn1ta11U7 of •W&J. .alllte­

ln.UoD ~o •eeaUal. 1 aiiAOt -.o .,,..Jfp.tat 
... , \ba\ \heN ta IIIIAIIl•ua .... _, 1ll -.. b~U•o 

IINMb of \be Qo'l'o-nt t bat the •proprtaUoa, 
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ftnlble u a41d.atesn.uon, ahoul4 ba._ tta Ua J'l"lU .. lJNUJ' 

olaJMU•• putunc b greahn 

~la u.. llloneat u ... 

S1noeNl7 ' ""• 
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'l'bl anaohel\ letter , 4lotattd 1n draft for-

bJ t he Pree14ent, baa t~Hn re•he4 and appron4 bJ 

\be follo-dJICa 
, 

-· 

Un4et-eeoret&l'1 of t he Interior hrlew 

-.r. AubreJ Wllll ... 

Mr. Lowell Melle\\ 
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IAa)' 31 ' 1 !>30 

It)' &tar :1e1111tor Ma.,a: 

On lffl return t hh ::1om1ng I have held a 

oonfe renue ~1th rep reoentaL1vee of the Publ1o 

•tork a Ad!Un1otrat1on, t h e ' orkll J>I'Oir.reaa Adm1n-

1otrnt1on anO t he Trea9ury . ~ 

~1Qitl. I cent IV rel1ef oeaaage to the 

C..olll;reas , a~l;a· oeo , t ho unarJployt3ent s1t=­

t1on 1\uo &rown "orao and t herefore 1f the OoY­

erl\l!lont uncler t tlkos to r elieve uno~ioyment by the 

oeaaure now before Conffrcas , t he t1~a elanent is 

an ouont 1o.l to ouo :oso. 

I t 19 obv1ou n t h.'l t u M.ertal:1f'6 p roJocta 

ne xt wi nt er or s pr1nq ~111 not oontributo t o the 

oar1ouo naoeae1t 1e1 of t h 1o ~~tlonar or nutUJill'l. 

r urther:-ore , 1t 1o hoped that; p r1vute 1nduatey 

and f 1n4noe , because of de f erred needs Dnd l ea3en-

1nc 1nYentor1e a , w1ll bo 1n a poa1t 1on a l1tt lo 

later on t o 1 noronoe priva te oqploy~ont . F.oer­

c e r.o)' l llr' l OJc ont , theref ore , should oome r 1:-ht 

a way 1netoad ot being dete rred t o a t1ce nhen 1t 

lila)' o)'nohronhe w1 t h an l n oroc ee 1n priva te em­

ployment. 

I t 1a the gno ox1a t1ng noP t hft • •~ want t o 

f 1ll. 'l'heret'ore 1 bl'"'ntly hope tlvtt tho emet'g\'lno:r 

o,pp ropriat1on b1li in 1ts f inal t om ~>111 put no 

reotr1ot 1on• o n t he 1mt'1od1a te a t art1ng or v:ortta 

proJeota , And t hat 1 t Yill make poa91ble t he laleo­

t1on or t ho11e p roJeot o "hl oh oon be got under ~ 

r:aoa t apeedlly • 

, 3:o 

To t111 o end, naT.1b111ty or Mtual a4111n1e­

tra t 1on 11 DIDant 1al. I oonno t too otrons l7 polnt 

out t l14t t here 1a unant..oua ajp'eement 1n the Ezeou­

tl VI branch of t he Oovernaant tba~ t he approprtaUon, 

f lexi ble ln admin1strnt1on , ~ould have a 1 1te 
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Rea. Alft a. A4alle, 

u.l\M Ita, .. S.MM· 

8laoerell 1CIIU'Io 
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To: 

From: 

May 31, 193g 

The Secretary 

!!iss Lonigan ~ k. 

Attached is a copy ot the report 

on Surplus Cc~mod1t1ee ship~ed into 

Cleveland and other cities trom April 1 

through May 19. A second r eoort 18 now 

attached showing shipment s through !.laY 27th. 
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, _ .... W11.£10~..,.. .......... 
"'"'~_.._........_ 

FEDERAl SURPLUS COMMODITIES CORPORATION 313 
1101 D 8TJII:IIlCT HW. 

WASHINGTOII 

.J . .. --.~ ........ 

liar 27, 1939. 

COIIIIODITr Sll:I1'Imn'8 

April l, 1938 to llay 27, 1938. 

COJ:!:ODITY Chi cal!!! C1enlan4 Toledo Detroit Pllnt 
Potatoes, lba. 720,000 2S2,000 

Potato nour, lba. 200,000 

Rico, lba. 1,200,000 300,000 240,000 800,000 240, 000 

Boana, (Dried)lba. 600, 000 3.50, 000 200 ,000 100, 000 .50,000 
Peaa, cs.ne 4, 320,000 48,000 48,000 

Prune a, lba. 1 , 26o , ooo 300 ,000 180,000 420,000 120,000 

But tor, lba . 800 , 000 26o , OOO 126,000 504, 000 6o , ooo 

Cabba.sa, lba. 2 , 376,000 480, 000 432,000 792,000 200,000 

Orangu, lbe. 2,635,200 782,56o 739, 200 1,.5S2,320 626, 400 

Celery , era tee 6,290 1,850 1,110 

lltllc, Drr sua, lba. )20,000 16o,ooo 

Apploe , treab, lbo. 624, 000 264,000 1, 728,000 216 ,000 

Grapotrutt, lbe. 468,000 288,000 180,000 

Gropotrutt Jllico, oue 311, 040 

Beana, troab sraon,lba. 6o , OOO 40 ,000 

Flour, wbaot , 1ba. 1,117,200 588 , 800 235 , 200 
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FEDERAL SURPLUS COMMODITIES CORPORATION 
11 01 D .T"CCT NW. 

WASHINGlON 

c 0 p y 1181 19, 19S8. 

CO!AIODITY SHIPMENTS 

April 1 , 19S8 to 1181 19, 19S8, Inclusive. 

Co=o<litr 

Potatoes, 1ba. 

Potato nour, lba. 

Rico, lbs. 

Beane, lbe. 

Peas (Cane) 

Prunes, lbe. 

Butter, lba . 

Cabbage, lba. 

Orances, Boxes 

200, 000 

1 '080 ' 000 

soo,ooo 

4,S201000 

960, 000 

500,000 

1 ,992,000 

Sl,500 

Celer,v, Crates 6, 290 

Dry Slr:ia llilk, lbe. S20,000 

Apples , Fresh, lbe. 

Cleveland 

720,000 

soo,ooo 

sso ,ooo 

48,000 

soc ,ooo 
260,000 

4S2,000 

15,708 

1, 850 

160,000 

624 ,000 

toledo 

252,000 

240,000 

200,000 

Detroit 

800, 000 

100,000 

48,000 

180,000 360,000 

126,000 441,600 

SSG ,000 ,' 720,000 

9,240 1, 080,000 

l ,llO 

- ···· ... 
264, 000 1 , 728,000 

314 

240,000 

50,000 

120,000 

so,ooo 
120,000 

seo,ooo 

2111,000 

In addition to shipments alreed¥ made di<rereiona to these pointe 
of similar c0111111odi ties in tranei t eloewhere are under wa:r which will inaure 
tho maintenance ot tood inventories. 

Sbipmeote of wheat nour to Chicago, Cleveland and toledo are in 

transit, with actual deliveries due this week. 

Addi t1onal ahipaeote or dr,v 8ldm cilk to all point• will be ll&de 

w1 thin two week a. 

F. R. ll'iloox, 
Vice President. 
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To : 

From: 

'-lies Chauncey 

J.Uss Lon1gan ~ . t. 

May 11, 193~ 

Attached are copies or the report on ship­

ments or Surplus Commodities into Cleveland, 

Toledo, Detr oit, Chicago an~ Flint. The 

original was s ent to the Secretary a t t he 

l'lh i te House. The new orig1 ne l8 have been sent 

to the Secretary through l.!r. Haas ' s onice. 
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FEDERAL SURPLUS CO~~ODIT!ES CORPORATION 

CO~JODITY SHIPMENTS 

April 1, 193S to May 27 , 193S 

Commodity Chl.cago Cleveland Toledo Detr oi t 

Potatoes , lbs. 720,000 252,000 

Pot~to Flour, lbe. 200,000 

!lice, lbe . 1,200,000 300, 000 2~0,000 soo, ooo 

Beans,(Dr1ed)1bs. 4RP: ooo. . . • 350, ooo 200,000 100,000 
ib .:t 

Peas, cans ~,320,000 ~.ooo ~s.ooo 

Prunes, 1be. 1,260, 000 300,000 1SO,OOO ~o.ooo 

Butter, lbs. soo,ooo 260,000 126, 000 5o4,ooo 

Cabbage, lbs . 2,376,000 ~o.ooo ~32,000 792,000 

lbs. 2, 635, 200 7S2,560 739 , 200 1,552,320 

Ce1ary , crates 6, 290 1,S50 1,110 

::nk, Dry Skim, 1be . 320,000 160,000 

A~?1ee , rr~sh, lbs. 621~. 000 26~,000 1,72S,OOO 

Grpoefru1 t, 1be. ~.ooo 2U, OOO 

GrnpPfru1t Ju1ce,cans 311.~ 

Beans,freeh ,green,lbs. 60, 000 ~o. ooo 

Fl "ur, wheat, 1bs. 1,117 , 200 5SS , SOO 235,200 

316 

Flint 

2~,000 

50, 000 

120,000 

60,000 

200,000 • 

626,~00 

216, 000 

1SO,OOO 
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FEDERAL SURPLUS COUUODITIES CORPORATION 

COUHODITY SHIPMENTS 

April 1, 193S to Uay 19, 193S, Inclueive. 

Chicago Cleveland Toledo Detroit 

720, 000 252,000 

Potato Flour, lbs. 200, 000 

(Ce.ns ) 

lbs . 

lbe . 

lbe . 

l,OSO,OOO 

300, 000 

300,000 

350,000 

~.ooo 

300,000 

260, 000 

~32,000 

21W, 000 

200,000 

lSO,OOO 

126,000 

336,000 

800,000 

100,000 

4a,OOO 

360,000 

11.41, 600 

720,000 

9,2~0 l,OSO,OOO 

1,110 

. ' 317 

21W, OOO 

50, 000 

120,000 

60,000 

120,000 ' 

360,000 

~.320,000 

960,000 

500, 000 

1,992,000 

31,500 

6,290 

lbs. 320,000 

lbs. 

15,700 

l,S50 

160,000 

62~,000 26~,000 1,728,000 216,000 

In addition to shipments already made diversions to these 

s or e1m\lar commodities in transit elsewhere are under •BY which 

insure the maintenance or rood inventories. 

Shipments or ~heat !lour to Chi cago, Cleveland and Toledo Rre in 

sit, with actual deliveries due this week. 

Additional shipments or dry skim milk to all pointe ~111 be mnde 

th1n two weeks. 
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TREA S U ftY DEPARTMENT 

IHTI:Jt 01'"1'1Ca COMMUNICAT10N 

OAT I l(ay 31 t 1938 

TO . .., .. 
Conf erence held at the White Rouse on Kay 31, 19)a, 

11:00 A: M. 

Present: The President; Secretary Uorgenthau; 

Secretary Wallace; Aubrey Willi ams , Deputy Admini s­

trator ot Works Progress Administration; J. w. Tapp , 

President, Federal Surplus Commodities Corporation; 

George C • Haas. 

Secretary Uorgenthau opened the meeting by outli ning a 

proposal to give China a credit ot $100 milli ons at the 

Export I mport Bank with which to purchase surplus agricul­

tural commodi tie a atter the in1 tial stage ot processi ng, tor 

example, wheat in the t orm ot tlour and cotton in the torm 

o f gray goods. The Secretary pointed out that thia initial 

processing ot the commoditi es had the advantage ot adding 

some employment in this country. 

The Preeident aeked it it were possi ble t or the Chinese 

to use cotton gray goode to make simple garments . Kr. Tapp 

ventured a guess that i t probably could be done. 

The President expressed himself as in tavor ot the 

proposal. Secretary Uorgenthau, ho~ovsr, called t o the 

President ' s attention the tact that t he State Depart ment 

had not been conaulted on this matter, and they might have 

some views regarding iti particularly Dr. Hornbeck who might 

feel that it would 1nvo ve some difficulties, eto. The 

President said he thought the State Department should know 

about the matter. I n reply to a specific question by 

Secretary Uorgenthau the President said t he State Depart­

~ent could be told t~t he was in tavor ot the propoaal. 

Secretary Uorgenthau then outli ned the second proposal, 

that ot exchanging agricultural surpluses tor strategic 

materials needed 1n this country. The Secretary read a list 

ot these materials trom a memorandum which was prepared by 

the War Department . 
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Seoretal')' Korgenthau, however, pointed out that Hez.an 

Oliphant had expreaeed the opinion that this exchange ot 
commodities oould not be aooompliehed under existing legis­

lation, Seoret&l')' Wallaoe said that some ot hie laW)'ers 

thought it oould be. It wae agreed that Secretary ll'allaoe'• 

legal advisers were to get in touoh with Kr. Oliphant, to 

explore further tbe poeeibili t:r ot executing the propoll&l 
under existing law. 

The President said that his otthand opinion was that it 

could not be done, pointing out that he and Mr. Bell had at 

various times considered items tor the purchase ot various 

stratsgio material.& in the regular War Department appropria­
tions , 

Secretary Korgenthau stated that Kr. Oliphant's views 

were that the leg1sl.ation was suttioient to purchase the 

agricultural oo-ocllties but deficient with regard to the 
purchasing ot the strategic .ateriale. 

The President said that the matter might be handled b;r 

relating an appropriation item in the War Depa.rtment to the 

Collll:lodi t y Credit Corporation, but added that was eo• thing 

needing more thought. 

The Preaident then said, wel.l bow about the other pro­

position I mentioned in the Cabinet ~eeti.ng, that of haYing 

a corporation like the United States Steel pa:r tor manganese, 

tor example, with American ootton. He stated he waa planning 

to disouaa "Chis -tter with Kr. Stettiniue, ot the United 
States Steel Corporation, some time in the near f 'uture. 

Seoret&l')' Korgenthau said that at the Cabinet lleeting 

the Preeident turned this proposal. over to Seoret&l')' Hull 
and Secretary Roper. The Seo~tal')', continuing! eaid he 

felt, however, that the proposal would not tit n ver:r well 

with Seoret&l')' Hull ' • baaic philosoph;,- ot international. trade 

but would be more in line with Kr. Peak'• ideas ot f oreign 

trade. 

The Preeident indicated that the proposition aight be 

considered as one inetanoe exolua1ve ot the general philce­

oph;r that it oould be taken care ot under a •twent:r-tour 

hour ' basis• philosoph;,-, and eaid he felt tbe propoaal had 

some real poeeibilitiee. 

When the President mentioned the matter of a corporation 

like the United States Steel becoming a part:r to an exchange 

tranaact1on he raieed the queation ot bow the Corporation 

aight reaot' to 1uoh a propo1al. Becretal')' Wallace said he 
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thought they would be somewhat skeptical on the basis that 

the Government would be getting into bue!neee more deeply 

than t hey would like to have it. 

The second proposal was then lett with the understanding 

that Herman Oliphant and the Department or ~ioul ture la")'ers 

would get together and make further investigation ae to what 

might be aooompliehed under existing legislation. 

Secretary Uorgenthau asked Secret ary Wallace it he 

would present the third proposal , that or increasing the dis­

t ribution or surplus agricultural products to the needy unem­

ployed. Secretary Wallace proceeded to explain the proposal 

to the ?resident by utilizing Table 1 of the attached memo­

randum prepared by Mr. Tapp. 

Secretary Wallace explained that the estimates of food 

r equired for an adequate diet , as shown on the table , were 

t hose made by Dr. Stanley or the Bureau or Home Economics . 

He pointed out further that most or the other estimates were 

rough figures made over the week- end, and they probably 

would be modified eomewhat. For example, he doubted 1t 

$g millions would be spent on potatoes, and he said also that 

dried milk, inadvertently, was not included in the compu-

te t1on. He said he was i n favor or the table as it stood, 

except that he doubted t he wisdom or, and would object from 

an agricultural point or view t o, the distribution or 

fresh m1lk and eggs at this time. 

Ur. Tapp pointed out that there were about $7g millions 

available under Section 32, which might be used to finance the 

purchase or surplus commodities tor distribution to the 

needy. Secretary Wallace said that that would be euttio1ent 

and in actual nraotice t he total distribut ion would not be 

$92 millions, as shown on the table, but nearer $70 millions. 

Secretary Wallace then stated hie reasons tor being 

opposed to the purchase and distributi on or fluid milk and 

eggs; he said that this particular section or agriculture 

did not require aseistance at this time , and it purohaees 

were made they would increase the price or milk and eggs am 

increase production unduly, which, in turn, would result in 

an unfavorable situation in these agri cultural fields later 

on. 

Secretary Worgenthau said that he d1dn1 t think that 

Ur. Will iams waa in favor ot t he distribution ot these 

commodities to the unemployed and that he thought the 

President should hear Mr. W1li1ame' raaeon tor hie appre­

hension with regard to the proposal. 
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llr. Williams said that he thought the way to handle this 
s ituation would be to increase wages in the low wage groups. 
He telt strongly that any move toward Federal direct reliet 
would bring about very undesirable repercussions similar to 
those wb1oh he said occurred a few years back before the 
norks program was initiated. He recalled to the President 
the situation when the F.E. R.A. was operating, that there 
~ere adverse public reactions to direct relief and the 
President had then sta~ed 1 that every man should have a Job•. 
He said the St ate and local communities and not the Federal 
Government s hould take care or the relief of unemoloyables 
and any attempt to help this situation would simoly mean that 
the State and local governments would throw the whole prob~em 
ot relief of unemployable& baolt i nto the l ap of the Federal 
Government . He pointed out that the relief or unemployables 
was a local problem and would have to be lwldled by local • 
offi cials even if the Federal Government were to supply the 
money. 

The President ' s response was that an increase in wages 
i n the low income groups is at present out of the question, 
because the amount of money which W.P.A. has at its disposal 
is limited. The President said you can make your dollars go 
farther if you sup'Olement the wages in the low wage groupe 
by giving them the •surplus commoditi es•. The President used 
an illustration of a man receiving $19 who might be given a 
~ increase in wages in the form of •surplus commodities•. 

Secretary Morgenthau raised this problem - he said, 
assume that on one side of the street i s a man in the low 
wage group and he has been given, in addition to his w~ee , 
the •surplus commodities• , but across the street is another 
can on local relief and per~s more in needJ yet because 
of his being on relief rather than on W.P.A. ne is refused 
•surplus commodities• . 

llr. Tapp said both groups were now getting •surplus 
commodities• as a supplement . h!r . \Villiams admitted that 
that was the case, and that the disposition Of surplus 
comnodities to relief oases was being handled through the 
local county commissioners of the poor . This, he said, 
r:as the only type of machinery •h1ch could be used to admin­
ister the distribution effectively . 

1~ . Williams then said what he was interested ini in 
regard to the whole problem, was that the public shou d not 
get the impression that a switch was being made from a 
works program to a direct relief program by tihe F~de~hat 
Government He said he thought i t was very mpor an 
the expl~t1on ot this direct relief distribution of surplus 
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commodities be made to the publ1o 1n terms ot relief to agri­

culture , and that it be llade olear that it i s a prograa tor the 
disposi'Cion ot agricultural surpluses. He said that- the pre­
sent proposition ot distributing $70 millions was so smal1 
that it didn't asan an;yth1ng in tel"'IUU ot this princi ple and 
that he would not tr;y to argue against it. !:Yen 1t the' ewa 
were raised t o $200 millions he agreed that it s till would be 
a small item. 

Secretar;y Wallace said, we three - . Secretar;y )(orgenthau, 
Ur. Williams, and myself - are in agreement on this particular 
proposition ot distributing about $70 millions ot surplus 
products to relief oasee 1. the only ditterenoe ot opinion being 
between Seoretar;y Korgen~u and )(r. Will iame ae to the theory 

...cu:...P.ri:u~iple invol ved. Secretar;y Wallace stated that trom 
th~s~dent ' s point ot view the decision tor the moment was 
on this particular proposition and on that there wae no die­
agreement . 

Secretary Morgenthau sai d his only motive in urging this 
proposition was to aid the unemployed who are in ver;y distressed 
circumstances and who are not now being taken care ot under 
the present arrangement. On the other hand, he went on to poin~ 
out , in agrioultu.re there are large surpluses ot commodities 
adversely attecting the agricultural situation while people 
in urban communities are unemployed, starving_, and ill-clothed. 
Secr etar;y Korgenthau said that this probl em snould be met by 

the Administration. 

Seoretar;y Wallace said i t was a problem ot poverty amidst 
abundance, but he agai.n repeated that this raised a qua.tion 
ot principle which it wae not necessary to involve in this 
particular decision to distri bute $70 millions ot surplus 

ccmmod1 ti ee . 

The Preeident said that he not only had to consider thie 

particular case but ths principles involved. 

The President then went on to point out tho.t the eurplue 
tood distribution to the need)' doee not replace either the 
works program or the relief program ot local authorities 
but merely supplements both ot them. 

aeoretar;y Korgenthau said he thought it might be well 
tor the Preeident to go on the air and explain the situation 
to the people. The President's tirat reaction to the sugges­
tion was that he thought it might be a difficult situation to 
get acroee to the public, but di d not say detini tely whether 

he would endeavor to aake the attempt. 
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The Pr .. i4ent oloee4 the .. eting b)' aqing - all right, 
we will go ahe&4 on the t92 a1111one 4htribuUon wh1oh ie 
ahown on th1a ebeet, but wh1oh 8eoret&Z')' 1'a1l aoe •41•, in 
praoti oe, will turn out to be 170 a1llione. 

Attaobaent 
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It th e p\ll'oba" of food prodllct. for cUetrl'blltion to approx1-

~~~atel.7 3,000,000 rellef f11111liu clxuiq the nut 12 IIOilths h 

conaidere4 eohl:r fro. the et&~~dpolnt of proYicUq thue fall111ee 

wi th an adeqa&te aDd reaoonabl:r balanced food .uppl7, 1nclu41Jll 

fluid mUle, the coat would be &.PPI'Oxi8&te1T $225.000.000. Ot t hh 

uouat approxl.-hlT ~would be repruente4 by fluid 8111<. 

'l'aldng into accOUDt the a&rioultural aopech of ""'l'lue 

raoul :progi'Ule , a• well a• the needs of people on relief ucept 

with reopect to fluid aUk, 1t e.ppeart that aP!'rcxllllatelT 6o to 70 

ml\Uon dollart 11107 be epent aclYantageouel:r dllr1ng thh period for 

tbo .. CCIIIIIOcli u .. desirable from a relief st&ll4po1ot and wi lh 

re11>ect to -.bleb ""'l'lue .... o.,al progra<>e CaD be e:r:pectttd to reeult 

in the largett net e%p&lla1on in COIISWIIJ)tion. J'unde for purchaaea of 

oubetMtial\7 thle 11010unt will be aTailable fi'OII Sectlon 32, prorldttd 

there h no flU'ther Ml'-nilll of th ue fUIIde for Pa711ente eailar 

to the cotton price aclJuataent P&TUnta. 'lhe axpencliture of 6o to 

10 .tlllon dollar• f or f&l'll ""'l'lut r•oYal program• of thlt character 

would repretent t he largeet progra of thh type which baa been at­

teptecl except tor tho fltcal 1ear 1934-35 -.ben the clro\l&ht cattle 

purchase prognm wn• ill effect . 
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PtiiiCR4S! 4J!Il DIS'l'RII!UTIOif OJ' J'OOD PROlXJCTS J'OR RILip. 

'l'he aitache4 'a'bha aa4 at ahmnt are 'baae4 vpoll three 'baalc 

asNOpUons (1) CCiltlllaatioa of the 'boub .. s lnel 'below a J'ederal 

Resono llcard lJldu of 80 duriq tho llUt ob: 110ntho w1 th a ooDUDv.a­

tloD or poosible axpaasloa of the proslllt relief loa4, (2) ao .. Jor 

upwar4 trlll4 ia the ceDiral -41 t7 prioo lonl d'ViDC tho Dext eb: 

lllODths, aDd (3) a pro'bablo t'Vthor declbo 1a the paeral lnol of 

fara prices d'Viq the Dext slx aonths, particul&J'l7 ill the prtc .. 

of aoat azrluls, 

'l'.ablo I con tabs th e follon.nc lntol"'llatloll: 

Col'llln 1. 'l'he aDDv.al food supulr roquirod b7 3,000,000 ftw111es 

composed of four persoDo to pro'rtde an adequate diet at lll.n111!111ll coat . 

.lt present retail prieiS tbio f ood wpplJ Will cost $24.1!1! per f•Ur 

per moDth. 

Col .... 2. '!'be pro'bab\1 qU&IltitJ of each food croup llOW betoc 

purchased bJ relief faailloa baaed OD low 1ncaoe concuaptlon eorTIJI 

of the Bur- of U... JcoDolll.oo, u. s. Departlllent of .t.criculture. •t 

preaoot retail prlceo this food IN.PPlr requires a monthlJ expendl ture 

of $13.113 per f•llr· 

Col., 3· !he quaotlt}' of food llhlch can be 4lotribute4 b7 

the r.doral Surplua o-o41t1" CoJPOratlon. !beao quaotiti .. are 

based oa ratu of 41atr1 boltloa. llbich han belll aaiD'ailled ill tho past 

aDd are o._pute4 for t he .,,.ber of aontha the o-o41t1oa wwl4 be 

aYa14blo at reasoll&ble prio... J'or .x.ple, in the caM ot Cl'llll 
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n got&bl ... the IOODthl:y 41atr1bntloD rata 1a 15 po..,.do per f•U:r 

por mont h for a ~ar1od of 6 aoDtba. 

Col...,. 4. !b.o .. uaatad total OOnWIIptlon of each food croup 

includl.nc t ho quAtitha to be 41atr1buted bT \!1e federal Su.rplua 

Coalll0d1 tlu OorporaUoo , aa aboWD 1D Ool.,. 3, 1t U.o proaen t anno&e 

l e•el of rellof ~h 1a ma1Dta1Dod. 

Col.,. 5· !b.o porceDtago of 1noraaoed OCDSilll))t1on r .. ul t1ng 

f r oa tho 41a t r1but1on of 0011111041 t1ea b:y th e Jadoral Surplus Ocoa­

mo41t1oa Corporation. 

Collhn 6. 1'be net 1nor11aao in qU~U>tltloa of each food croup 

resul tlDJ froa t ha 41atr1buUon of -41 Uea bT the federal Surplua 

OoCill041 Uaa Corporation. 

Ool,_, 7. !ho o•U-t ad co at t o tho ledarol Surplua Com­

aodH1ea OorporatioD for t !lo purohaoa of tho q....,.t1t1ea abown in 

Col...,. 3. 1'bo wholuale pr1co unit uood for oaoh f ood croup 1o 

ba s ed upon proaent prico lovola pluo an oot1aato of the cost of 

tranaportat1on an4 procoooinc roquirod. 

'fable II abcwo a cc.par1son of tho q....,.t1t1os of each f ood 

croup, Oil & IOODtbl:y ba oh l 

Ool- 1. 'l'ho qu&Dtitieo roquirod f or an adequate 41ot. 

Col- 2. Satinlatod purchaee• bT relief fudU ... 

OolUllll J, rropoaod J' .S.o.o. 41otr1buUon ratoa. 

Ool'GIID 4. SatU.tod t otal conouaption of toodawta 'tv r oUaf 

f aa111aa froa purchase• an~ .apolies roce1• od fraa the i odaral Surplna 
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Table III olio .. oa aa Aanal :Iaale a ~hoa of ~. 

1atonoaUoa abowa -W)o la Mle II. 

Table IT lbo .. ~ -•UilJ' re\a11 expc.Utvu -•eaaJT to 

provide .. adeq'IJate .Uet for a f .. u,. of fOQJ' pereoae. 

'!able T ehowo the aiUIIIAl ret all eq .. .u turn aeoelaaJT to 

prortde 1111 adequ.to .Uet f or 3,000 .000 f•llleo. 

Table TI ehowo probabl~ aa=al npe..Utvu for f oobQdfo 

by J,OOO,OOO rellef f•lll.. . '!hh t able aleo ohowo the probable 

1110n\h1J' eqan•Uturo for f oo4atatfe bJ' ~. a"•noc• rellef foaJ.lJ'. 
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fMlt I . 

IOWr lOOP RPHP zoa l.OQQ.OQO mm JJI[[tm 

:ln1- leUu.\e4 
Jbo4 111- . , .. !o-.1 Ooa-
qll1N4 hrcllueo Propooe4 IIUJ)Uoa leU- ••t Ia- Coo\ ot 
tor • 117 .... ~.s.o.c. wt.t~t nco •'-' - Propoe-t 
.tl.equ\e lief Dhb1- D1otr1- . Ia- iD Ooa- nee 111•-
Jill hiillU11 III.USII lmlil.oa - aaml!ll 'DDiill 

(000,000 o.1 Ue4) L11o. 

nov I ~1:•Y1 2,016 1,)65 900 1,100 Ill 11}5 18 
l bo . 

~~ . 
lll:i!!l Hlia A llll 21b 66 72 120 75 511 2 

lbo. 

5011 396 216 1180 39 811 22 

·~ ,0 270 700 711 5 

216 111 101 120 95 102 5 

Qtht£ Itl!l~lll 
6 J'reS hulla .- _, 360 750 113 JOO 7 

lbo. 

fotaw•l 1bo. l,~ ~ 5110 1,l!DO 116 2.50 II 

!!!!!r lbo. 11111 91 511 120 511 29 111 

llh. Lard, 11!1· 
lbo. 

216 93 lOll 1110 Ill 117 11 

!!At lbo. 2118 357 357 

amm 1bo. __.1.& _.l2i .....l.2i 

Snb-Wial ••••••• • 
92 92 

KU!s qb. 3 . 02111 1,l!DO 1,11110 2.000 56 1100 115 

!&&! 4o1ft 216 119 108 l!DO 75 Ill ..JI1 
115 1]15 

( 
~~ te\Al ••..••• .• •••••••• t22f 
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TeNt 11. 

!MAL JOOJI SUPPLIWI PD llMJJJ PJl !l)ftl 

JM4b- Jlatl..a'-4 
q111:re4 .. ,l.a'-4 Propoo..t !o\al Ooa-
tor u l'larobuoo l'.s.o.c. ~~a~~pUoa wUb 
.W.pto ~ llellot Diotri- l'.s.c.o. Dia-
Die\ .,.,,,, M&ta 'ri1nl'''' 

naw • Ot£M'' 56 1M, JllM, 251M, 50 llle. 

».tid IIIDI I ZMI 6 lh. 1.1 lbo, 2 lN. 3-3 na. 

IIIII! Mil~ I Iiiii 1~ lh. ll lllo. 6 ll>o. 12.5 a.. 
Gma J•aMlpl• ~1111. 111 lbo, 7·5 11>1. 19·5 lbl. 

Q$AI&: ., ... ~&121• I 
1&:11~ ha.iil - ~ lbo, 12.5 lbo. 10 lbo, 20.1 lbo, 

~&:iiA ~ll 6 1bo, •5 1bo, 3 1h. 3-3 no. 

Potatpte ~ ~ lblo 26 lbo. 15 lbo, 33 1bo. 

la~ll&: ~ lh. 2.5 1bo. 1.5 lbo, 3·3 1M. 

b~l. taM. '"· 6 1bl. 2.6 no. 3 lh. 5 1bl, 

~ 11bl, 9· 9 1bo, 9·9 1111. 

kma 21M. 3-5 lbo, 3-5 1bl. 

MUA 811 •'"· 
33 ,,o, 

llo •'"· 55 •••• 

laa 6 .... 3-3 .... 3 .... 5·5 .... 
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Mle III. 

NUL J!lOD S!!PJILIU m WliLI rg pn 

!otb ated 
llot1uted Total con-

.Adequate Puraba••• Propo .. d w..pt10il 
:rood b7 Relief J'.s.o.c. with I'SOC 
SVpply "•"''' ntetrUm\top Dtetri)ptiqp 

!l9'!1f .5; OOrMla 672 1bl. 455 1bl. 300 1bl. 6oo 1bo. 

Dried JloM• & p.y 72 1bo. 21 1ba. 24 lba. 39 1bl. 

~fiAt ,S. Jiab 168 1bo. 132 1ba. 72 1bo. 150 lba. 

Qroon Vogotohl ta 288 1ba. 168 1bl. 90 1bs. 233 1bo. 

atbcx: !ll:l~altlaa & 
'f.'ilrooh !rui ta 288 1be. 150 1bo . . 120 1bo. 250 1bo. 

Dri ed !na1 t a 72 1ba. 6 lba. 36 1be. 4o 1bo. 

Pototot• 528 lbo. 312 lba. 180 1bo. 4oo lba. 

hti.u 48 1be. 30 lba. 18 lbl. 4o lbl. 

!at, J,ord ttg. 72 lbe. 31 1bo. 36 1bo. 4o 1bo. 

~ 96 lbs. 119 1bo. ---·----- 119 1bo. 

S.!l:lm 211 lbo. 42 1ba. ------- 6o lba. 

Ulk 1.008 qta. 396 qto. 480 qta. 66o Qh. 

:F&u 72 dos. 39.6 do s . 36 doa. 66 ••. .. 
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nm & certtl• 

pr1t4 !tpa t PMf 

Lt!Jl Mf&\ & fl!h 

Oretn Jtct\fbltt 

Other Y'l•\lblta I 
Prtth h»i'' 

Dried Jmitt 

Potatoea 

lata. Lard• t\p. 

9l!*'TXU pemnn 

56 l'u. 

6 • 

14 • 

24 • 

24" 

6 • 

44 • 

• • 
6 • 

8 I 

2 • 

84 qh. 

6 4pa. 

r 331 

Ull'l PIICJ greu. COS! 

at $ .06 ' :3.36 

.06 .36 

.20 2.80 

.04 .96 

.05 1.20 

.09 .54 

.03 1.32 

.30 1.20 

.12 .72 

.06 .48 

. 06 .12 
8o.l>-\o tal • . . • $13.06 

at $ .12 $10.08 

·2! 1.7t 
ao.~>-tot&l •••• $11.82 

Graa4 !o\al • • ..•• • •.•• •• $34.88 
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nm & cuw• 2, 016 u ... at • • OS .LliO, NO 

Dri td Beap1 6 Pey 216 I .OS 12,NO 

LOI!!I Meat & lttb, 1504 • .30 100,100 

Qrtta !11•tablt1 8M I .o• a. .~ 

Q~bti I•l!tablll ' 
ht1h lmUI 1M I .05 ..a,aoo 

Dr1t4 lrgUe 216 I .09 111 ,~ 

PoH,to11 1, 684 I .03 , ? , IillO 

Bgt t tr 1441 I .30 '3, 300 

,.~ •• ]',ard. t\c, 016 I .12 a6,i30 

hr.u 288 I .oe 17, 3110 

§ma 72 I . OS , ,330 

~ 3,084 •"· 
.12 362,880 

iw. 2111 ciD! . .ai 62,~ 

$896,110 

Anrrgal lpod llptp41Qn lesnlinl. .. ....... . . . ..... . $3tB . II 

MoptblJ lot4. Jm='''JD IMp.lnA. . ......•. • ..... • •• 36. 88 
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DOGJ' 6 Cc!tl• 1,)65 1\a. ••• o6 • Sl,!IOO 

priecl. llo•• t .,, 66 I .o6 3. 960 

lrua ,,., t liM 396 oi .20 79,200 

Ore• T ...... lte 500 i .M 20, 000 

llr i ecl. hy.lh u i .()9 1,620 

Other Tld\ll!hl 6 
J'relh :FNih a.,o I . 05 22,!!110 

Potato11 950 i .03 211,!!110 

Jstter 91 i -~ 27,)00 

ll1l 93 il .12 -1,16o 

ll!lat 357 i .o6 21,1120 

.Ira. 1.26 i .o6 7.56o 

I!!J.6 1,200 ·'· 
.12 1111J,ooo 

!MI. U9 llos, .29 "'·510 flli3,,, 
hollull ... ., l'oo& blm"tuw 117 .......... bllef W.UT ... .. .. . .. t16J..a. 

hollull 11111-*lllT :roo& -.D4tnn 117 ............ u~ ••UT· ...... ... 13. -3 

......_ • • ~· of tu _,_,, •nuou1 D4tp ., ..a 
IOOUif' of Uoh of f•1UN ot -ce OUMre .-4 low ,.u olen.J. .......,,, 

....,_. liT t be :tv.. ot ._ •-.toe t.a f oor nc•·· ot \M 11a1W aw... 

u h oatmate4 .W tbe ani'IICI nM:17 8111 rutuw •U 1ft 
f oll!lli.T f•Uloa roool"rlrc J'lllof otber tllaD W.I'.A. oonla&• s.. t1oa ~ 
t o ~ llolow tbe 1owat U... 1anl oOt'er ... 1a \M ,.,..,. .. ,.... Da 
l own per OIPita ~ f oo4 e:~; .,.__ 1an1 m.u" wro tl-33 te 
tl. !J!J for ••rt~a AUaUo Wrlol C Ulea, :lut ... Olatral ChiN 
u4 l'ro1t1o CU1oa; f0.67 to tl•J2 wro tbe 1--' per oeplk 1IMidT f .... 
8Qt Htvo 1anla aftd.W4 for ... , ao. Ola'l'lll 01UI! ..a lolltllitft 01\iN 
(l-en) . 
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TREASURY DEPARTMENT 

1..,.." OP'PlCJI: COMWUH.ICATION 

.... 11-,y 31, 1938 

To s..:rota%'7 llorc..,\ha 

I'OON II • .t. . Barril 

4 ahori r..,h,. of iha 0. s. Ga'fii'DIIIIli 

a!C!Ujb •rat dur1y iha p11t •Hie 

'l'r&d1JIC0 11 cluriDC the prnioua !OHic, r-.!Dwcl at a low 1..,•1 -

-1>1rtty- ....._to the w1ihclranl of a -bar of 1neatora trcra the urlcet ...._ 
pend1Dg iha annouDc•mt of the tal'llla of iha JW1a t1JIIDC1J1C. ~DC 

aDd aolliDC na 1arcel7 1D aroall lata, w1 th price a of 'l'reaWJ7 bonda 

mo•ing ir....,Uarl7 lonr. In the a'flra&e , !raaWJ7 bonb loat a bout 

4/32D4a w1 th 1D4h1dual loooao raDCiDC from 2/32Ddo to ? /3211clo, Guar.,.. 

t oad bouaa, aD the other hand , t1Al.ohwcl tho waale oOODowbat h1S)Ier in the 

average, ranactiDC the increued bu¥1ng illtoraot that hao boeD ohoWD 

cluring the put tow woolca. 'fraanl7 notao, thOJICh laoo actin ihaJI boD4a, 

wore fino throughout the !OHk aDd pricao adYallcad 1 to 4/32Dda, with the 

excap tioD of the "ri&hta'. 'l'he JUDe Miurit7 dacl1zwd l /32Dd ud the 

Soptambor me tur1t7 3/32D4a. 

Corpopta Bop4 Markat 

In cont1aaat1oa of iha 4cWDnr4 ••••tot.•hich bapa laat ""k tor 

better &nda houao, u4 11-,y 11 tor •edi- ud lo"r priced hw.ao, pr1oaa 

of all c:roupo dacliawcl. lealalaoo na aora proaouacwcl 1a the rail croapa 

al tho\lgjl turaonr na aot hMYJ. Soae biQ'lDC 1aqv.1r1ea aoDtilluwcl to ccae 

1D t or the better crada ut111\7 u4 11l4utr1al houaa 'bolt thaoa "'~'~ 

u oual17 at loYall nbatalltiell7 udar uht111C lnelo. Loooaa b7 hicb 
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p4o 1•-• rup4 to aMw.\ 1 pole\, n1lu \bouu bJ uacoad. craM le ... u 

ra~~P4 troa alxlv.\ 1 pole\ to • or 6 po1a\u , 

Bulow aru ch'oa t.ba ollucea 111 Yar1vu KoodJ lload. price ... ,_... 

at curroa\ leTalu t~ t.ba noat lt.1&tl aad. rr. -. low or lNII 

Pr .. ea\ Mtl\loa tf Mootr'• ''' tDIM!I nlallu Spa 

Utll&Sltt 

• a 6/8 pte • • 1 pt. 

335 

.lprU 13. 1918 

lia7 1938 I'OCO'fUI7 
pMk - 1/2 pt. - 7/8 pt. - 6/8 pt. - 6/8 pt. 

Preaent potl\lop of Mo*'• M' •••EIQ• r!latlu \cu 

la4p.atrltla IIUI. VSlll\itt w. 
.lpr11 111, 1918 • 1 1/2 pte. - 1 1/ • pta • • 6 3/8 ph. t at• pt • 

IIQ' 1938 I'OMYOIJ' 
- 2 1/ • pte. - 8 &/8 pta. - 2 1/• pte. pMk - 6 1/ 8 

•• lllcnui.R 11-

•- u..n ~ t1uac1ac l•t WMit •• _,. .... or $»,000,000 ot 

corporotu 1unou, $-18,200,000 of ...Uclpal \lodu (lar&el7 .... 1111 of tu 

•~.ooo.ooo •- torlt 01~ 1 .. u) aad. .7,600,000 of t•poror, 11111lic1pal 

loaaa. !be corporate h- coaah\od. of tl&,l500,000 ot 8u .btoalo 

hllllc Sorrtoa Oo. 41' lot ll\&0. bo..U of lMI prica4 at 99, t2,1500,000 

eor1al 11.0\oa ot t11a - o_,.., 8114 p,600,000 ot •uoaal e,p.. aa.,_, 

• 1/2'{. 4olleaftJ'ou ao 11110 price& at 100. !beau otruriaco nro well ..., 

cul'fod. &114 -were qutad. at a pnaal• le -\or MalLII&Oo 

ot,.,.,w lll\d for Mat p=• faWn 

1. tlOO,OOO,OOO or Ual\ad. 8tatou 1\ael 1o-,oear 4olleaftJ'ou. 

a. taa,ooo,ooo at 01 a uaa1ua .u- ot OblciiP 1 1/llf, lut Qp. ...._ 

4aa lNI ta M aea 11 •at '1117 otronac • utoo!~Mltoru or PI,IOO,OOO 
C4..,01'\1bla ..... ..._. 

3. •21',?10,000 or •-w• ltatou twleplaoaa a fwl._,. eo. a 1/._.., 
............. 1 .... 
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D!tl•rt' Pprtfolloe 

ror the tire\ \S... 1A tin neu 4ealera lncreaaacl their bolcl1DC 

ot U. s. Oonnaen\ aaaurtUaa ancl lll&raD.\aacl obllpUona. '-!be \o\el 

1D.cr .. u waa $28.9 al.lllona. ObaD.c•• 'b7 IJ'OIIP• are ciTe below a 

(1p ailllona of dollar•> 

Bol4111C Bo14111C CbaD.Ce 
lluill blil! 

, .... .....,. 'boD.b 31.6 42.3 + 10 .'7 

I oo\aa (1 Je&r) 28. 2 46,8 • 18.6 

I I (1 - 5 Je&r8) 36.6 36. 5 1.1 

I billa 4.3 2.8 1.6 

H. o. L. o. 'boD.cla 1.9 -o.6 a.• 
r. r. Lt. c. 'boD.cla 1.6 6.2 + 4,6 

104,3 133.1 + 38.9 

laYe8tll!l' j,cooU~I 

!hera ..... DO pllnlb&a•• or Mlu la the In Torlt aarlla\ t or 1D-

S:r•t!l 'M?M' 
!he 01117 \raD.eecUo~> 1D. \be tJ. s. Oonr.•\ aeauri v uru\ 117 

\he lKaral lleaarn SJ8\• •• \be replec•• \ of 1aa\ laclD.aaclaJ'• 11111 

ma\u.rl\J ot $615,66'7,000 117 \be Jllll'ol>a••• of t42,aeo,ooo ot \be ,... 

!raafti'J bill 1uu .. \D.rlDC M~U\ IM, 1938, $1,6150,000 ot the 11111 

heu .. \D.rlac J"aD.a 1, 1938. aD.4 $3,16'7,000 ot \be 11111 luu u\D.riDC 

JD.D.a ~. 1138. 
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To: 

Fraa: 

Re: 

1. 

The Pruident• • Arthurd.e.:t. apeeoh on tha 
tax bill 

Tbl puaage in tha Pr<oai4entt a &4c1reaa whioh 

Senator Harrison or1Uo1zed aa err-oua 1a tha tollowi.D&: 

• In other war4.e , 1t :rou or I •ll etoolta, 
odlioh w haw ha14 tor a tew ;rears, at a protH ot , 
:t.t ua aa:r, $'5,000 , • haw to pay • tax ot 1!5 
par oent on that protH; Whereas, the an 11t1o baa 

.,.de a proti t ot $500,000 on etoolt he baa owned 1a 
required, UDder this mw bill, to pay a tax ot onl:r 
15 per oent , just ae :rou an4 I would , Nobody, bJ 
an:r an.toh ot tha 1ag1Mtion, oan aay that this 
mw pronaion •1ntaina the principle ot pa,..nt 1n 
pro}ICil'Uon to ab1ll tJ to p&J, • 

~ 337 

applicable , bJ implication, to 1ndi'riduala with -ll 1neamea, 

'l'ha 1~ .Ut pro'ridea that 1n tha oa• ot pine OD propartJ hal4 

tor ID01'8 tbal1 twnt:r-tour aantbe, !50 paroent ot tba prot it ia to 

be talten into aoo01111t. Thia a.ount 1a to be 1ne111484 in the tax-

30 percent 1a to be a:pplied thereto, it this 110\lld be to tha tax­

pa:rer' a &4ftJlt&IPl• Oon.eq-tl)", 1t an 1ndi'ridual with $10,000 

surtax mt 1ne01l8 trca otbar aaw:Me realiz .. a capital pin ot 

$'5 ,000 011 propartJ be14 1111re than two J&&n, be will be tud ca 
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$2,500 ot t1w protU •• CII'4Sar7 izlo-. 'file or41Mr7 nw• ot 

~ a,ppl1N.'ble 1a llu - -u 'be -~~ leu tllaA JO :peroozn, Ull 

be ouaot, tlleNtOft, ..U .._ ot tbe •r' now tor oapital 

pt.u. ~ \be otller .llu4 0 u ili41T14al. wUII u ~ izlo­
ot $7!5 ,000, will 'be tua'bl.e at • axs.- ~ now ot l' :peroeat 011 

UT oapital piu lao roali••• -.-..r t.;,ooo ar t!Soo,ooo. 

'fo pat U 1a aotller 'Wa7, procroNiW no teo ot 1ao­

-t1011. appq to oapi\al piu 01!.17 QP to tbe pout 'llboro tllo pro­

gr.ooiw :r.too roaob an ottoot1w now ot 1' poroon'- ot tllo pia. 

llberoao tile prosroaoiw :r.tee 1111 otber ldD4o ot iDe- mob a 

liiUiaa ot 79 :peroent, tbe now ot ~ 011 oapia1 piu hca tile 

ale ot pro:perlJ bol4 owr two J'N1'0 nowr oxooo4o 1' poroont. 

2, '1'be troaa.nt of oapUal piu aDd looMO iD \be DOW 

row11uo aot 1o quite ocap11oate4, o1Dco oapltal plu a:a4 lo-• 

are 41n4o4 lllto tllrH 41ttoro~~t oaw,or1•• with 41t~ront ax 

rate• u4 41ttoront •tllo4o ot ban4l1DI looMo. You aD4 I ban4o4 

tho Pr .. 14ont a ----- ...S.r 4ote ot .lp'11 ~til &lob 4ooor1'bo4 

1D - 4otaU, witll •-}ll.oo, tbe asroo-t ot tile CoateroDOO 

Oaalttoo 011 tbe ou'bjoot. I rooall tllet I oxpla111114 the proTiolODo 

-u1 to tile Proo14oDt at tllat tiM. FOIU' 4&)'0 later :rou ant tile 

Proo14oDt a olll: pap ut"nn a tbe ta '11111 *lob 4oMriW 

tile •tllo4 ot troatiDI oap1Hl p1U 1a _. pnoral tanu, wltll 

•XU!Ple•· Ill tllat w ,_ atwr -t10111D1 tile •r' raw ot 

tu: ot 1' PIA'IIDt app11N.'blo to oap1Hl .,U. trca \be ale ot 

Jll'OPU'\1 Jlal4- \Mil two ;roan, tile --··= .• "_ ... , 
1101'0 u'boft.l. troat.d I.e sruwt to oapltal plu roall.-.4 117 
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axpayan wUh -u llllocau.• FiMUJ, oa. 1faJ l~h J'OU .. ,, tM 

Presi~llt a t brM :pqa ~-on~ blli , nbo4J1De: rte .. 

wbiob he expNUed w u orallJ the :preoediq afternoon. Thie 

momortllldiB ocmtaiu, -~ other tbiDP, the tollow1118 ee11teJ>Oee, 

mioh are oorreot u stated: lttlnder tM bill., illdirtdual with 

a capital pill ot t.;oo,ooo •1 be eubjected w the - tlat tax 

rate ot 15 pero811t ae the 1114i'ridual with a capital gain ot 

$5,000 , Ordillary income ie taxed at progreeei ft rates ed 111 

tairDeee capital pina ehould be treated sila1LarlJ. • 

You •J reoall that 111 our oontere11c. on the &tie~ 

ot t.be ll!th the Preaide11t tiret alll<ed 118 to deeor1be t.be prortsiou 

ot tbe bill; ed then without giTina..., an opportunity to do eo , 

dictated w • a -~- with respect t o the prortstone. The 

subet&lloe ot -.at the Preei~nt dictated ._. nbodied 111 t.be -­

re.nlba ot llla.J 19th• You will also recall that JOU illtcm.d the 

Pre81dent eenral t1118a duriq the oour• ot the next ••Jc that • 

\118re etandiq bJ prepared to adnee and auiet him i D any •Y • 

could, and tbat I ._. leanna the otty on tM neniq ot 11&7 25t h 

W be gODO untU 1:oda7 • 
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fJK IIIIIOIWIDtlll OJ' '1'BI D.lJ' S ACTIVI'l'IIS 

llq Jl, 1938 

'l'ho Secretary 

Jroa: llr. ~ll 

1. llellon cue 

lleoero . Oliphant , BelYerins, Wenchal, and Shearer called to die­
cuae the doolrabili t7 of an appeal to tho CircW. t Court or Appealo 

from tho deeioion of tho Board of Tax App.alo. You a&7 recall that 

t be Board dinded 8 to 7 on ooae of tho illportant local queot1o111. 
Si nce t beoo queotlono aro lDYOlYed in other cueo, and alnee a oo,._ 

dderabl o 8110Wlt of aonor 1e inTohed, the 'l'real\ll')' would noraall.7 

appeal .tlil!l?$ ~ion ilf order to get a final dehl'llination. llr. llollon 1o 

attorney, llr. pn, hA offered to oettle tho cue by PA¥111& the 
IUDOU.Dt which the m&Jori t7 of the Board determined to be due in the 

llollon caeo; and in addi tlon b7 PA¥111& the ..OWlto which aould be due 
in tbe ea.ao or other atockboldera, if the r ... oning of the aaJorlt7 

of the Board ware applied to their eaoao. I underetand t hat the total 

amount offered in aettlement or t he Yarious eaaos io oYer $2 allliono, 
IAr . Oliphant and I share t h e new that Iince in the or411L&r7 ca.oa wo 

would talco an appeal, we ought t o prooocuh the appeal in thio caoo, 
eTon though there ma;r be oome adYeroo critlcioa of the 'l'rl&l\ll')' due 

to our rafuoal to accept the oettlemont. 

2. Port .Ailthori tr oaoa 

J.leoore . Oliphant and BolYorlns and I renewed the Y&rlouo 'l'roal\ll')' 

rulings and court deciolono relating to the exuptlon of ths Yarloua 
kinde of otato and .unicipal officialo; and t he poooibilltieo of deal­

ing w1 th the retroactl n application of t h e Port .Author1t7 cae• b7 
aeano of legialation at thio oaeolon. I ben a conference with counoel 

for the Port .Author1t.7 toaorrow. .lfter tho conference, I ahould lilto 

to diecu .. with JOU for a few ll1.nut11 the dodrablllt7 Of iaouing a 

statement of the 'l're&l\ll'7' • pooition on the subJect. 

J, llr. Cox 

llr. Oliphant aalced ao to aae llr. Cox thia afternoon , llr. Cox bol ac 

under conllderatlon tor a maJor pool tlon in hie otfleo. l!r. Cox 1o now 

in charge of the tax 41 T1 don in t ho Corporation Couoal'• otrloo 1n 

Hew Tar le City. Be aado an excellent l aprosolon on aa, alnca he haa an 

agreeable paraonallt7 andGa:pparontl7 thoughtful and well 1ntor814 in 

t he tax tlold. 
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TREASURY DEPARTMENT ~ . ' 341 

IHTUI OP'",.IC& COMMUNICATION 

04TC 

•• Secr.tal:')' llorgentbau 

•••~ He~ Oliplw.nt 

i tuller report or Corcoran calllns •• 'l'hUX'IId&T attemoon about 

the President's '!'ax Bill Speech, which happened in 7our absence and when 

I could not r.ach !!ag:lll b7 pboDe, 1a ae rollowat 

1. Be uked 1t the penaley tor wlthholdlns corporate 
earninss na ~. I said it na leaa than that 1t 
~rt ot the earning ne distributed-that i t waa 
*at the aoet. 

?.. lie asked whet the 19.36 House Bill prorlded about 
corporate indebtedness. I stated the aubat4nce or 
Section 16 or that Bi ll, which section did not 
appear 1n the 19.36 ict ae !1nall7 peased. 

3. Be reed me J.ansuage to the ettect thAt, under tba 
new tax law, the pr1nc1 ple ot tax1n1 capital gains 
accordini to a bill t}' to pol}' bed been abandoned, w1 th 
an illustration. I aald that •a not true. It 
depended oa the period or bold' n1 and the inc.­
bracket inTOlnd-thet it wu not aHw!nated aa to 
the lower brackets and not aa to hilher bracket& 
unleaa held onr 18 -tba. 

4. Be read a atatmoent to the ertect tbat 85" or capital 
p.tn. .,...... trco the eale or etocka and bonds, ee71nl 
tht President aald llagill bad told hi• eo. I phoned 
'l'arleeu to look thie up and phone Corcoran. 
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at. .. 7 2t MN Uoaa 2,51>0 1aal1ti&Uou be4 .._ned nela 
~. rar U.. walt 8 ,419 oot.aa l or t4,0l),'739 .. ,.. 
......,.., tar • •• - t.ba hiabaat ..u a1Me u.. -
T1Ua I -t. ... attaet.. ftla t.ot.al ot \a.- oot.H 1-..s 
\llrolllll.., 2t ..-r..s ?O,UO tor 1)),2311,1'7'7. 
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Dictated June l, 1938 

Laat night (Kq 31), at 9: l5 p. m. , Aubre)' 
Williams called me up to eay he had Just talked to 
the President and aaked him about Senator Adame' 
let ter and the President said, 1Where ia the letter? 
I wanted to aign it and send it up this afternoon.• 
And then Williams called me to tell me about it. 

Inasmuch aa Gaston had delivered the letter 
to Steve Early right after 4130 , I could not under­
stand it. Earlr wasn't home, so I got Kiss Le Hand 
who was with t he Preeident and ehe said, 1 Sure he has 
t he let t er, but it was 1n hie ba.eket and he had not 

::{'eaohsS4 H yet.' 

Williams called me this morning at a quarter 
ot eight to remind me that the President had told him 
last night that Berlew, Wallaoe, Williams and ll)'self 
ehould go on the Hill and eee Adame and other senatore 
about the letter aa the President had refused to take 
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Aubrey Williams' suggestion of last night that he, the • 
President aend tor these leaders. I told Aubrey 
Will iams f would do nothing until the letter went up • 
on the Hill . He said, 1Why couldn' t we precede t he 
letter? ' I eaid, ' Because I want to make sure that 
t he Prea1dent eigne it.• And t hen I said, i n addi-
tion, 1 I am not going up on the Hill until I see the 
Pres1dent and he gives me e·xplioit instructions on 
exactly what he .ante me to do.• 
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347 .-
GROUP !o!EETINO May Jl, 19)8. 

10: 30 a .m. 
Present: 

H. r.! .Jr: 

lo!agill: 

H.Y.Jr: 

llagill : 

H. !.! .Jr: 

Magill: 

H. l.! . Jr: 

llagill: 

Oliphant: 

Mr. Magill 
llr . Taylor 
llr. Oliphant 
Krs K~otz 
llr. Gaston 
llr. Haas 
llr • Upham- . .. . 
Mr . Gibbons 
Mr. Bell 
Mr. McReynolds 

Have you (Magill) had ti.me to take what we sent over 
to the President and compare it with what he said, plus 
t he criticism? 

We gave him a detailed memorandum showing precisely 
how the capital gains provisions worked with taxpayers 
o! different incomes - two pages that I took over there 
myself one time when you were over there; and we gave 
him l a ter a more general memorandum. 

Excuse me a minute . I've got to have George Haas . 
I! he 's sick, I must know. 

(Mrs ~otz phones for Haas) 

And then we gave bim a third memorandum. Each of 
those memoranda - and of course, partic~arly tbe 
first, which went into the whole subJect with 
considerable detail , showing exactly bow tbe compu­
tations were t o be made, and so forth - each o! those 
called attention to the di~ference in treatment between 
capit al gains realized by persons with large incomes 
~nd capital gains realized by persons with small incomes 

Well, were any of the statements he made wrong? 

Yes. 

Tbey were? 

His statement on capital gains is wrong . It's a - well, 
I wo~d say it's SO percent wrong - is about the way 
I ' d say it. 

Toi!IIQ' Corcoran called me and he read the atateJient and 
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I said, "That • s wrong." 

H.M.Jr: Well, I don ' t remember your saying that . 

Oliphant: Yes, I told you. 

B.M. Jr: You didn ' t tell me tha t. You told me you talked to 
him, but you didn ' t t ell me you told him it was wrong . 

Oliphant: I t old you he had called me and asked some questions, 
and I ~ried to get bold of him (Kagill). 

H.M.Jr: Yes, but I t hought you passed on them. You didn't 
tell me that any statement .the President was making 
was wrong . 

Oliphant: I t old Tommy. 

H .~ . Jr: Yes, but you didn't tell me t hat, because if you had 
l'd have got in on it. You told me be called you, 
but you didn ' t tell me any statement he had made was 
wrong. Did you d raw his attenti on t o t he f act it 
was wrong? 

Oliphant: (Nods yes) Tried tog et W:aglll and lfagill was making 
a speech. {Baas comes in) 

H.M.Jr: This particular thing t hat happened here ••. • 

(On ~bite House phone) Hello . Good morning . 
Well, I'll tell you exactly what it is. Then you can 
use your own Judgment . At Cabinet we bad a hea t ed 
debate about two things, the <;uestion of tak.ing care 
of people who were s tarvi.ng in Cleveland and Chicago 
and Detroit, and bow we were going to take care of 
them, and how we were going to - what Wallace was 
going to do - and the President put it up to him -
about the price of wheat and cotton falling. So 
the President appointed the three of us to aet together 
and come back and report t o b1m Tuesday. Now, there 
are the two things, the question of tbe drop i n price 
of commodities, what we could do i n Surplus co .. odi tiea 
by buying surplus commodities, and booking it up with 
the people who are hungry. Now, how much you oen say, 
I don' t know, but ••• - Yes. - Yes . - All 
right. Yes. Right, but tbat 1 s what it is. 

Tbank you - v ery much. 
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Haas: 

H.K. Jr: 

Haas : 

H.M.Jr: 

Haas: 

H.M.Jr: 

Haas : 

H. i! . Jr: 

Haas: 

H. loi .Jr: 

Haas : 

B.!.I.Jr: 

Haas : 

H. Jl.Jr: 
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George, if you1 re going over with me to the •hite 
House at 11, if there ' s anybo~y else - I mean if 
'Hallace and the others bring anybody else in, I'll 
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take you in; if they go in alone, I won ' t. Now, have 
you got that stuff ready on the surplus, with the stuff 
from Jesse Tapp and everything else? 

I haven't got the thing you asked me about yesterday. 
I haven't got that yet. 

Well, that's the least important. Have you got what 
they 1 re going to say, bow much money Surplu.s Relief 
can use, and all tha t? 

No . I ' ve been trying t o get hold of Tapp and be ' s 
tied up. 

Well, have you got tha t memorandum which you drew up 
for me? 

Oh yes, I 1ve got your whole •.•• "' 

I mean the one that I bad on my desk, about the different 
things we could do. 

Yes, sir. 

What? 

Yes, sir. 

tiave you got tbe stuff from Army on what they need? 

I haven't got that. I 
that in this morning. 
I can get that. 

thought Barry was going to bring 
But he's got it. He's got it. 

Well, I've ~ot it. Just a second . (Looks through 
his papers . ) Here is tbe - what the Army needs. It1 a 
all there in one page. Now, there' s that . You know, 
you had two; you bad a Memorandum I and II for me. 

Yes, sir . One is Ed Babcock's and the other is ••• 

No, the memorandum - the topic of what we could do 
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!Ia as: 

!I.M.Jr: 

Haas : 

B. I.! .Jr: 

Oliphant: 

B. IA.Jr: 

Oliphant: 

H. loi .Jr: 

Oliphant : 

Haas: 

Oliphant: 

B. ll.Jr: 

Oliphant: 

H.M.Jr: 

llsgill: 

H.II.Jr: 
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wi tb sending s tutt' to China. Stutt' tba t you wrote. 

Yes, I 1 ve got that. 

!lave you got that there? llub? 

I haven't got it here, but I•ve got i t. 

Well, you better go get ~t. Have you got a copy ot' 
Babcock's memorandum? Well, you better get your 
stutt' together. Be here five ot' . 

tive of ll? 

Yes. 

You better excuse me, because I want to check that 
leeal document . I haven't bad a chance to do it . 

What legal document? 

This silver thing . Haven't bad a chance to do it this 
morning. 

Whether it was possible for the Government to do it . 

(Haas leaves) 

Will you excuse me? 

Yes. 

As to this thing, I wish you (llagill) would give me 
a memorandum as t o what statements the President 
made - where he's wrong, see, and then ask Oliphant 
t o give you a memorandum or Ilia> conversation with 
Corcoran, what Corcoran said to him and what be said 
to Corcoran. 

I •ve got that . 

Well, you give him that . And I ' d like to have a 
memorandum !rom you (llagill) some t ime - some time. 

Un the whole thing. 

By t omorrow morning, see? 
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llagill: 

8. 1C. Jr: 

Oliphant: 

8.M.Jr: 

!lag ill: 

H. I.! .Jr: 

Gibbons : 

H. ll.Jr: 

llogill : 

H. J.I .Jr: 

!lagill: 

fi . !A. Jr: 
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Sure . 

llut tbis t.bing - we 1 re going on this surplus tbing. 

Will you excuse me? 

Be back five minutes approaching .••• I mean on tbe 
legal - what Surplus Commodities can or cannot do . 

(Oliphant leaves) 

(Secretary reads The Amherst Student, a newspaper, 
hands it to llrs . Klotz) 

Bob made the paper there - Number One out or sixt,. _ 

Fine, fine . 

Pleased me very much. 

I said, "Bob, why didn't you let me know?• 

"Well, you t ake the paper. I thought rou'd read it 
there as soon as I would . n 

What did he do? 

He•s out tor tbis Amherst paper, and sixt)' boys went 
out to compete tor the paper, and he made it - tbey 
take four, but he was Number One. 

That thing, or course, made me more or less 
because there was no reason for the error . 
nave made the point perfectl)' well and made 

sick, 
He could 
it right. 

Well , I'd like to have a memorandum, and I think rou 
better work on it, because if it - rou see, the 
President has a four o' clock press conference. Suppose 
we ought to send it over to bim by then, because be•ll 
be attacked ~n that, you see. You se~ any hole he can 
crawl out tt~ough? Well, think about it, see? 1'• 
hav1.n8 lunch w1 th him at one. 

Well, he can - the best out he ' s got is that the spirit 
of what he said was correct. What he actually said 
wasn•t . 

Well, aee if you can gi ve me something that I can take 
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llagill: 

H.!J. Jr: 

Gibbons: 

H.Y.Jr: 

Gibbons : 

a.M . Jr: 

llag1ll: 

H.~I .Jr: 

k!agill : 

H. l! .Jr: 

liag1ll : 

H.M.Jr: 

:.lagill : 

H.l.!. Jr: 

llagill: 

l:l.!l.Jr: 

Magill: 

H. M.Jr: 
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over by lunch time, will you? 

All right, sure. 
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(Banding a telegram to llcR) And I want an equally 
friendly letter to LaGuardia, please. Coast Guard . 

Telegram? 

Yes . 

They did a great Job up there. 

Will you (llagill )? 

I will . 

I •ve got these Port Authority people coming in, the 
Attorneys General of a number of stat es, and so on. 
Much alarmed by the r etroactive feature . 

Give J ack Bennett a kiss on the f orehead for me, will 
you? 

I will . I' ll do that . I hope be brings good old 
Tr emaine. I love him also . 

I've got on pretty good shoes - take care of nim. 

We •ve got to make up our minds on our policy on that 
at some point. 

Anything else? 

Had a nice trip to Canada. 

What did they do, open Parliament? Did you open 
Parliament? 

'Ne opened Parliament, yes. 

That ' s what it was, wasn ' t it? 

No this was the meeting of the Canadian Royal Com­
mi;sion on Domestic Provincial Fi s cal Relationships . 

Oh my God, do they have those troubles up there? 

\ 
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llagill: 

B. li .Jr: 

lla~J.ll: 

Bell: 

a . M. Jr: 

Bell: 

llag1ll.: 

Bell: 

!i. ICJr : 

Magill: 

H. li .Jr : 

Gas ton: 

!i.!i. Jr: 

Gas ton: 

H. l4 . Jr: 

Klotz : 

!i . li .Jr: 

Klotz: 

B.M. Jr: 

Caston: 

They s ure do . 

Was Dan good? 

Den was splendid. 
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They' re trying to keep out or t he mistakes we ' ve made . 

Were they successful? 

Well, they haven't yet gotten into them as much as 
we have. 

I don't know, I think they've done pretty well . 

Said they could see the similarity in the problems. 

Anything else? 

( Nods no) 

Herbert? 

Ned Bruce called me up. He 1d like to make a little 
ceremony out of your visit- your and llrs . llorgenthau•s 
visit over to see t bose murals . 

Well, there ' s only one chance in three I 1 ll come. 

Only one in t hree . He wanted permi ssion to have a 
photographer take your picture with that of t he 
a rtist . Said it would mean a great deal to Mr. and 
llrs. Weston. 

Well , I won' t know, t he way things are going - popping 
today, I won' t know un:il 41 4: 301 whether I can come . 

I thought it was between 4 and 4:30 . 

No, I told him between 4 and 5 - originally, I told hi•. 
Between 4 and 4:30 - t hat ' s what I told h.ia. 

Well , I mean I ' ll go as I go home, you see? 

Do you want t o let the Morning Post photographer take 
a picture of you and the artist over there? 
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Klo t z: 

Gas t on: 

H.li.Jr : 

Gas t on: 

R. M.Jr: 

Klot z: 

B.!LJr : 

Gaston: 

R.t4. Jr: 

Gast on: 

li . ll.Jr : 

Cast on: 

R.!i. Jr: 

Caston: 

B.!l.Jr: 

Gaston: 

R. M.Jr: 

Gas t on: 
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Quite a thing if you ••• 

Mrs. Weston bas come down. 

It will be nearer five o'clock. 

! .. 354 

All right. And be can have a photographer waiting 
over there. 

All right. 

I think you better do it. 

All right. 

Sandy !Uine tells me this morning tnat he got it on 
very good author i ty that the President has asked the 
Treasury f or a memorandum a s t o the issuance of 
further silver certificates. 

Well, let him ask the President about it at t our 
o'clock. I don' t know anything about it. 

All right. 

There was a great deal of interest in the newspaper 
stories that quite a delegation of Attorneys General 
were coming down here. I wasn' t able to find out any­
thing here except that some Port Authority people were 
coming down. 

1 don't know . Ask Or. Magill . If he ' s r ecovered from 
his Canadi an trip, he 'll tell you all about it. 

All right. 

Vlhat else? 

Nothing else. 

Would you ask Lowell Mellett whether he's free Wednesday 
night? 

Yes. 

Coule be keep it for me? 

Wednesday evening . 
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B.!4.Jr: 

Gast on: 

B • .loi.Jr: 

Gaston: 

H. ll. Jr: 

Gaston: 

H. OI.Jr: 

Gaston: 

B.M.Jr: 

Gaston: 

H. ld.Jr: 

Taylor: 

H. ll.Jr: 

Taylor: 

d .ll.Jr: 

Taylor: 

li. ~4.Jr: 

Tayl or: 

B. I&.Jr: 

Taylor: 
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Yes. For supper, work afterwards with me . You too. 

Yes . 

Whether I could bave an option on b.im. 

Yes, !or Wednesday. 

Yes. 

7:30 on. 

lly talk, see? 

Yes. 

Anytbing else, Herbert? 

No, I thi nk not. 

Wayne? 

We were in pretty good shape on the Spanish thing 
Friday, but we ' re not so good right now. 

l see. 

Not quite sure how bad we ar e . 

All right. I'll let you worry . You and Berman are 
worried? 

We are . 

Well, you tell me about it when I come back. Question 
of title? 

Well, this apparent ly goes back to the original exchange 
of cables, you see. 

Ob. 

From Thursday on, wQ1, we looked pretty good, but going 
back to March 1, and so on, why, apparently we don•t. 
I mean March JO. 
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a.Y.Jr: 

Taylor: 

a.u.Jr: 

Taylor: 

B. !.I.J-r: 

Taylor: 

B.ll.Jr: 

Taylor: 

B.¥.Jr: 

Taylor: 

B.loi. Jr: 

Upbul: 

Gibbons: 

H.N.Jr: 

lloR: 

Gibbons: 

H.ll.Jr: 

Wbat1a the trouble? 

I don' t know yet. 
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All ri&bt. Well, I oan1 t rusa with it . We baYen't 
paid thea yet, bave we? 

Ro . 

Well, don't worry too much. 

An;ythinc else? 

Ro, tbat 1 s the onl7 one tl11ng tbat I'm ••• • 

It you will be here at 2:30, Burgess is coaing back 
at 2130. 

(Rods ;yes) 

All right on ever;ything else? 

As tar as I know. 

All right. 

11oth1n&. 
Did ;you hear I.owell TholllllS the other night broadcasting 
about .lnalinger and this Peruvian diplomat that they 
arrested over 1n Geneva? 

Ro . 

Made a good story. 

Yes. 
Coast Guard, as I said, did a good Job on Saturday. 

But they're having their graduation exercises the -
day - t111a Acade_, - • • • .1. asked thea it they eYer 
checked. I said, "Well, now ;you1 re under an eclipse. 
The Prea1dent is going over t o Annapolis.• 

Bow a&DJ boya are they graduating? 
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Gibbons : 

B.!I .Jr: 

Gibbons : 

H. r.I .Jr: 

Gibbons: 

H. ll . Jr: 

Bell : 

H.!II .Jr: 

Bell: 

H. ll .Jr: 

Bell : 

B. li.Jr: 

Bell : 

Gast on: 

Taylor: 

H.!I . J r: 

Klotz: 

H.M.Jr: 

Klotz: 
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23 - out of 50, I t hink - of an original 50. 

You' re going up? 

Yes, I 1m going up there for the day, and I ' ve got 
to be up MOndS¥ tor =Y own daughter's graduati on. 

Fine. 

That ' s all. 

Dan? 
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I believe we're going t o have about $600, 000 
of these Jefferson nickels shortlY avatlable 
distribution. May I go ahead a~tribute 

worth 
for 
those 

as we have in the past? 

Bow do you do it? Go t o the Congressmen first? 

Beg pardon? 

Go to the Congressmen first? 

No, we allow the Federal Reserve Banks to send i n 
applica tions and state the amount, and we give tbem 
what they want up t o the s ix hundr ed thousand; and it 
their requirements are over the s ix hundred thousand 
we just apportion the six hundred thousand to thea. 

Can' t write out - give a lit tle card "Compliments ot 
Henry Morgenthau, Jr . "? 

You want that on the nickel? 

On the elephant ' s back. 

Elephant? Elephant? 

Incidentallyi doesn't somebody owe me on the f act 
that the bil became a law without signature? 

(Magill gives B.!I.Jr a nickel) 

(Laughs) 

Be gave it to you? 

Be gave me a nickel . 

Regraded Uclassified



llagill: 

H.li.Jr: 

..Uotz: 

H.!i. Jr: 

Klot z : 

llagill : 

H.li.Jr: 

Bell: 

K. li .Jr: 

Bell: 

H.U.Jr: 

MeR: 

B. !.!.Jr: 

llcR : 

B. ll . Jr: 

llcR : 

li agill: 

358 

- 12-

Come here . (H.li . Jr returns nickel) 

Well, would you (Klotz) mind coming across, as long as 
you're getting 1n on tbis tbing? 

I will . I bave it • 

All right. 

Come, nickel . 

As a matter of fact, I was in on half of that, wasn' t I? 

Sure . 

On uq side. 
way . Wbat? 

On my side. All right. You win either 
One time on Ill¥ • • • Ob golly I Oh well 

You know, be spent at least a dol~ar, I'm sure, up in 
Ottawa trying to find a paper tha t bad sometbing about 
the tax bill. Evidently the Canadians weren't much 
interested in it. He couldn't find a paper. I found 
out on Sunda7 coming down that the reason for his 
anxiety was that he bad bet witb you. 

I see. 

Randle t hat in tbe regular way. 

All right . fbat 1 s all I bave. 

You (llcR) bought your trucks? 

No . 

Going to buy some trucks? 

I don't know. 

~l right, wbat else? 

I bave nothing more. They ' re insisting they need twice 
as many trucks. It tbey need twice as many, damned i f 
I'll get them. 

You•re about to win another nickel from me. 
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H.M.Jr: Bow? 

llagill: 

H. :J.Jr: 

llagill: 

H.M.Jr: 

Klot z: 

llagill: 

Klot z: 

llagill: 

tl.li .Jr: 

Klotz: 

.. H. ll . Jr: 

llagi ll: 

H. ll .Jr: 

Gibbons : 

B. J.I . Jr: 

Gibbons: 

R.ll.Jr: 

On the Board of Tax Appeals . 

Which wa¥ did I bet on that? Ia llrs. Klotz in on 
this one? 

I don't think she 's got this nickel. I think I ' ll 
have to pay you this time. 

What did I bet? 

I have it written down somewhere. 

I think you didn' t bet. 

I think be said he was going to appoint all tour. 

You either bet the appointments wouldn' t be made 
before June 2 or you bet Arundell wouldn' t be 
appointed. 

Oh, no . 

llr . llorgenthau said all tour or them • 

All t our, I think. 

Al.l t our? You look it up, because I'm not sure . 
But I know I already set up reserves tor that nickel. 

Wel.l, on this other, I'd like a little ceremony when 
I get it. 

You know, after what happened •• • • 

I'm getting •• • Go ahead. 

• ••• over the week-end, all bets are orr on Tyson. 

I don • t know. I think t be President banded it out aDd 
Pat handed it back. If ! were the President, I'd 
call all bets orr and appoint Tyson. 

You know, I'm getting a little bit worried, I'm ao 
good . First the Board, then this thing;, I!Dd I'm tha 
only person that forecasted Ickes was going tog et 
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sarried. I'• r eally getting worried. 

You had a nickel on that too? 

No. 

360 

How about Hopkins? Did you predict anything there? 

How about the Governor of New York? 

All I know about Hopkins was tha t he talked over 
Magill ' s phone for an hour and bad to go to bed for 
a week. 

It takes a strong man to use that phone. 
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OPE!l llARlET DETIIG llq Jl, 19)8. 
):00 p.m. 

Present: 

H. loi .Jr: 

Bell: 

Eccles: 

llr. 
llr . 
llr. 
llr. 
llr . 
llr . 
llr . 
Mr . 
lolr . 
llr. 
llr . 
l!r . 
l(r. 
Mr. 
Mr . 

Tqlor 
Bell 
Baas 
Seltzer 
Barris 
Upham 
Eccles 
Harrison 
Burgess 
Williams 
Goldenweiser 
Piser 
Davis 
Szymczak 
Sinclair 

I•m not near ly as wel l prepar ed for this meeting as 
I like to think I usually am, and therefore I haven' t 
come to any decision, because I Just haven't had time 
to do my home work. 

But Bell will present to you people three different 
plans, and you can listen. But as I say, I'm not as 
well prepared as I usually like to be for these meet­
ings. So many things happened today that had to be 
taken care of on the second, I couldn't do my home 
work. 

Well , the first plan contemplat es continuing the 
retirement of 50 million dollars a week of Treasury 
bills, up to and including June 15. And then for this 
statement I baven' t put in BfO' new financing; put in 
whatever you want in September and December. That 
would leave balances going i nto June of a billion 950, 
going out of June a billion 600, at the end of July 
a billion 430 , at the end of August a billion 280, 
and end of September a billion 320 - and with no new 
money in t~t figure - October 990, November 265 , 
and December about the same . Now of course, you 
couldn't go out of December with a balance like tbat, 
facing heavy expenditures beginning January, but I've 
worked it out that way Jus t to show you how the 
balances would taper ott to that point without anJ 
new money in the picture at all. 

That's paying off the bi lls tbe 15th. 
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Yes, the weekly bills plus the speci als. 

What would your low point be, Dan? 

760 million, at the end of December . 

362 

Plan Two would r etire bills a t the rate of 50 million 
dollars a week r ight straight through until September 
14, and would a lso contemplate the raising of new 
money in the ~mount of a billion dollars in September 
and 500 million dollars in December . And in this case 
t he balance would be Just about a billion and a half 
going out of J une, a billion 150 in J uly, get to t he 
low point at the end of August: 730 milli on; and then 
in September it would increase again to a billion 670, 
October a billion 340, November a billion 100, and 
December a billion 614 million. 

Now, I 1 d say both of these plans would contemplate 
the refunding of the maturing issues either on the 
dates of the maturity or in June . 

Now, the third plan would contemplate the r etirement 
of Treasury bills up to June 1 at the r ate of 50 
million a week, as we have been doing, and then we 
would stop r etiring t he weekly maturities until we 
got up to the 22d of June, when ~e bave 150 million 
dollars maturing; and then we would retire, beginning 
at that point, 50 million dolla rs a week for five 
weeks, which would level t hose maturiti es off to a 
hundred million. And then, beginning on the 27th of 
J uly, when we have a 50 million dollar maturity, we 'd 
issue a hundred million - in other words , 50 million 
dollars of new money - to replace t he 50 million that 
we r et ired beginning the 22d of June to the 20th of 
July. But we'd bave six issues up to Augus t 31, making 
300 million dollars of new money, of v;hich 250 million 
would be just r eplacements of the previous r etirements; 
so that a t that time we would bave a hundred million 
dollars of Treasury bi lls maturing each week on a 90-day 
basis. 

That would increase the bills by 50 million • • • 

Yes . 

. . . on1y. 
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No, a billion J, 

Billion 3. 
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If you take account of the tax bills, you decrease it 
by 250. 

Yes. 

But beginn~ng next week, each week we'd be selling 
-a bun~ million dollars worth of bills - level 
off - mak~ng a program of a hundred million dollars 
worth of bi~ls a week for the next twelve weeks. See? 

Now, this also contemplates r aising new money in 
September and in December in amounts of 500 million 
dollars each. And our balances would be, going out 
of June , the 'same as before, a billion 600 million; 
end of July a billion J50, end of August a billion 430; 
and then it .vould increase b8ck to a billion 970 at the 
end of September because of the new money. 

Excuse me. Will you people just discuss these three 
plans? 1• 11 be back in a minute . I 1m sorry . Got 
something a t tbe White Bouse. 

(Secret ary goes out) 

At tbe end of October, the bal ance would be a billion 
640 end of November a billion 4; and t hen at the end 
of becember, with 500 million of new money, go back t o 
a billion 9. 

Now, that plan would put JOO million dollars of money 
in the market between Kay 31 and June JO. It would 
put another 300 million approximately in tbe market 
in July and then would remain about tb~ame in 
August ~nd then 1t ,;ould go up 500 million dollars 
in September and drop back 500 million dollars by 
the end of N~vember; and then in December you would 
pick it up by new borrowings. 

And then the end of the year about the same a s 
September . 
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~es, same aa September, that ' s right. 

You say it would increase .300 million in August? 

No, I said that we would put .300 million dollars ot 
money in the market in July. 

Would you pay off that much? 

That's the debt and expenditures. Our balance would 
go down,in other words, .300 million dollars during 
that month. Then in October and November the balance 
would again go down about 500 million dollars in two 
months. 

By borrowing, in other wor ds, you build it back to keep 
it around two bill i on dollar s ; that' s it. 

That' s r i ght. 

In other wor ds, a t the pres ent you' re approxima tely 
two billion and at the end of the year two bill ion, 
and in the meantime you'd borrow a billion of new 
money and you ' d pay off 250 mill ion of bills. 

Well, a net amount of 200 mi l lion i .n bills. 

Yes, y ou borrow another 50 million. So what you do 
is borrow 800 million dollar s of new money and sain­
tain your balances . 

Approximately . 

What does that involve your doing in June, that plan? 

Well, this plan would involve no new cash in June, 
a refunding of the 618 million, with a possibility o! 
mali:U1g the s ame offer to the holders of the 596 million 
2; notes saturing in September. 

And on the bills, between now and June 15, what would 
you be doing? 

On this plan we wouldn' t do anything more than roll 
over the weekly maturi ties, 100 million dollars a week 
for the 8th and 15th. And then on the 22d, when tbere 
is 150 million maturing, and for the four succeeding 
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weeks also, we would r etire 50 million dollars . 

Be a hundred million all tbe way down. 
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And that would leave a hundred million maturing each 
of those weeks. • nd then when we get to the end of 
t hat fifth week we'd begin raising new money through 
the sale or bills by increasing our maturities by 
50 million·dollars for six weeks. 

You'd pay off 250 million and t hen borrow back JOO 
million. 

250 million .vould be your t ax bills. 

No, no, in addition to the t ax; pay off the ta~, then 
pay off 250 million of the 150 a week for five weeks; 
that is, you pay off 50 a week ~r five weeks. Then you 
borrow - instead of 50 million, you borrow a hundred, 
which would be 50 ne·.t for six weeks. That would leave 
you total outstanding bills of ••• 

Billion three at the end of August. 

Yes. Billion and a quarter now, excluding the t ax 
bills. 

That's right. 

Nothing definite about the Septeober maturity in 
June . 

Oh no, tha t's Just a question t o be discussed here, 
as to whether we should bring it back. 

There ' s this question, Randolph, that occurs to me 
with reference to the payment of these bills. You pay 
ott the 250 of tax bills, of which we own 90 some-odd, 
and then you pay off 250 million a t the rate of 50 
million a week for the next five weeks. That's going 
to create- in vie~ of the large amount of tax bi lla 
and the large amount of bills ma turing - the 250 - is 
it going to be possible for you to replace those? 

It means they'll continue to sell at a very low yield 
basis because during that peri od when you're r etiring 
50 million, we have maturities of 60 million a week 

Regraded Uclassified



Eccles : 

Bell: 

Eccles : 

Burgess: 

Taylor : 

Szycczak: 

Taylor : 

Bell: 

Taylor : 

Eccles : 

Bell: 

36S 

- 6-

and thereabouts. 

The following period you won ' t be paying anything ot t 
and there will be 50 million of new . 

That's right •. 

It would be easier i f it was announced beforehand you 
were going to pay off 50 and then you were going to 
increase it 50 . I think it would be much - the market 
would anticipate t hat and it would be easier to replace 
tha t portion of the 150 that fell due, that we have, 
out of the hundred that are offered. 

I t.o.ink if it were announced t ha t the bill progr&~ 
was now a bundred million a week regularly for tile 
next 1.3 weeks, 1t would ai d 1n making the thing orderly 
and make it easier for us t o replace the other. At 
the present rates we can g et most of the new bills; 
t hat is, nobody else want s them much a t these r ates 
and we get them all right. And as long as there are 
a little more issued than we need, why 1 we can come 
a long reasonably well. Now, there ' s some banks come 
in, put in a little bid, t ake some away . But as long 
as tbere 1 s some margin there we can get tllrougb the 
next couple months. And then we hope to run into a 
little more normal bill market. Of course, the 
problem is t ile Treasury balance, so t bat they can 
show a reduction in their balance Without our being 
completely stuck on our bills. 

Do you see any objection to making an announcement, 
Dan ? 

or the hundred million. 

Yes. 

You mean announcing thct new. 

Yes. We ordinarily don't do it that far ahead . 

Well, along w1 t h your June financing - I mean the 
whole thing would be a part of your financing progru. 

I don't see any ob jection. 
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I don't see anr . 

As a matter ot f act, I should think the Secretary 
might want that knowledge to be out. 

Say that, beginning June 
until further notice, it 
hundred million dollars 

8 and each week ther eafter, 
is proposed to h~ve a 
a week as a regular program. 

That would mean you have reduced the total outstanding 
bills by • •• 

200 million. 

No, I mean f r om the beginning. 

Oh. 

Yon aad a billion - you see, when you bad the 9-months 
bills, you bad a roll-over of a billion 950, wasn' t it? 

Yes . 

Now you'll ba down to a billion J, so you will have 
retired 650 million of those bills . Then you will 
have no tax bills out, so you will have retired - then 
ordinarily you used to have five or six hundred million 
dollars of tax bills out, so really what you will have 
done to your bill market is r educed it from a high 
point of two and a half billion to two siX, down to 
one three. So you really have reduced your short-term 
paper by about ~ billion and a quarter dollars, leaving 
that open for some spot next year or the following 
year , if needed. 

Still have some five billion coming - we still have in 
five years some 13 billions coming due; that is, we 
didn' t leave any great gap in the short-term market. 

That's notes, though. 

From the standpoint of our liabilities . We may have 
f r om the standpoint of bank investments. 

Yes, because the notes sell at a big premium from the 
standpoint of a • • .• 
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Well, it you' re thinking in terms or potential borro•­
ing, it means there is a leeway of a billion or a 
b1.111on and a quarter that you could walk into any 
time you needed t o, rather more easily than most other 
avenues or borro~ . 

The total amount of bills outstanding after July 20 
week will be even one billion dollars, won't it? 

Yes. 

Have you considered at all whether 1t wouldn't be just 
as well to roll those 150 over as t hey come down, 
rather than reducing it by 50 and then ~orrowing 50 
extra afterwards? I mean just beginnil~ with tbe 22d 
of June to roll over your 150 tor five weeks and then 
roll over your 50 after tbat. 

Well, you could do that, surely. 

I don't know, but it seems that, rather than first 
retiring and increa sing reserves and all tha t for five 
weeks, and then starting and borrowing and decreasing 

That's wbat i t does , increases and decreases. 

Well , it doesn't as a matter or t act decrea se reserves, 
as Bell' s balance would sbow. The )00 that you pick up 
in August is just about the amount or the excess of 
expenditures, so that the bal ance at tbe end of July 
and the balance at the end or August are about tbe same . 

That ' s rigbt. 

That' s the advantage of the Secretary putting money 
in the market, spending this gold at tbe rate of two 
or three hundred million in June and a similar amount 
in July, wbicb would mean that be would have put into 
tbe market altogether perhaps a billion dollars or 
the gold by the first ot August. And tben be levels 
it orr. 

That would be in either case, wouldn' t it? I mean 
whichever way you'd do, you'd spend it. 

It he rolled bis 150 million starting tbe end or June, 
he wouldn't have put so much money into the market. 
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Not so much gold in the reserves, you mean. 

Xes . 

. . 369 

Reserves wouldn't build up as fast. They wouldn ' t build 
up as f ast, and they wouldn ' t decr ease. Then they ' d 
build up f aster the next period . In other words, 
instead of - during one peri od they don' t build up, 
the next period t hey build it up faster; whereas i f 
you Just roll them over as they come, the build-up 
would be gradual. 

August you probably won ' t get any increase in the 
reserves through Treasury opera tions. 

It did seem to me tha t there wa s some disadvantage 
in f irst retiring, not only from the point of vi ew of 
the Federal Reserve holders but from the point of view 
of other holders ; you'll be cutting down 50 million 
available bills for five weeks, Just later to issue 
them again . Seemed to me you could avoid that . 

Xou could, of course, change the maturity and do that. 

Xes . 

~bat is, you could put out 150. 

Put out 100 90's and 50 120 's. 

' 

lJO, or something - so you brought it out , it came to the 
result of a hundred million a week matur i ty . There 's 
something to be said for that. .Then you do avoid tha t 
difficulty of starving t he market for one month and 
stuffing it the next month. 

How ' s t hab again, Randolph? 

On June 22 , when you first have a 150 mill ion maturity, 
instead of reducing the new issue to a hundred and thus 
cutt ing down the amount of bills outstanding by 50 
million each week there, put out your 150; make the 
hundred 90-day bills, make the others 120, say. 

So it catches up. 

So it catches up, you see. 
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Put that extra 50 on a da t e when there i s another 50 
maturing . 

You get t o the point where you have a hundred million 
a week wi thin a period . 

Seems like a more orderly way. 

Flexible enough to do tha t. 

Doesn' t make much difference in our maturities. For 
those weeks when there ' s 150 Qillion maturi ng, we have 
67, 67, 43, 59, 64; f ollowing weeks, with 50 maturing, 
~e have 42, 39, 47, 45, 43, 46. Be about a s easy one 
way as the other for us . 

V/ell, it doesn't seem - it doesn't seem reasonable to 
pay off the 250 just to turn right around and go back 
a nd borrow it again t he next five weeks, just to make 
a hundrea million a week come due, because, as you say, 
you could do that through lengthening the maturities 
of those bill s t ha t come due so tha t after a certain ' 
period you will have the hundred million a week. 

The only argument is one of simplification. You'd 
simplify your program by saying , •Now we 1 re just going 
to do a hundred million a week." It 1 s a readily 
understandable way of explaining the thing - little 
simpler. 

It took quite a while to e s t ablish these 90-day bills, 
and it would seem to me that it would be rather 
undesirable to put in a 120-day bill - just for 
instance. I mean you 1ve got your question of your 
90-day bill and t hen your t ax date bills, which I 
think i t would be kind of a mistake to move away from 
after having gone through all t ha t business before to 
get away f r om 9- months bills. 

Of course , your t ax date bills are out now. You haven' t 
got any and won ' t likel y have some for a whi le . Likely 
be next year, won ' t i t t 

I should think after J anuary l. 

With this program here. 
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Yes, that ' s right. 

Of course, Ooldenwe1ser is right, that by the third 
week in July :you would nave r educed the total out­
standing billa to about a billion dollars, of which 
we would have 700 million, which is a considerable 
pr oportion. 

Would they be in strong hands? 

I don' t know. That 's just the problem, George . 

I think we overlooked :you back there, Kr. Haas . 

Wnat? 

Almost f orgot you were ther e . I thought that was 
John Williams at first. 

Until :you g et the volume of bills up, in any case, 
why, it' s really - it' s deal i ng with :your requirements 
r ather than anybody else . 

(Secretary r eturns) 

As long as the weekly issue of bills i s more t han we 
need, we can make our replacements. !be difficulty tor 
the last two weeks ha s been that our requirements were 
more t han the amount currently issued . 

You' ll run up against t hat with this tax bill. You 
see, when you pay ott this 250 million tax bills in 
June, we have 83 million of those and you're not 
of fering anything, so that the problem will be to 
replace tha t 83 million. 

And if :you put out a hundred million each week, why, 
we can perhaps garner in a substanti al amount of that. 

The question has been r ai sed as to whether or not •• 
couldn't avoid r etiring 50 million dollars a week i n 
bills beginning June 22 and then starting to issue new 
bills for cash on July 27, see? 

I don' t get that. 

Well when you get to the 150 mil lion maturing we 
cont~mplate retiring 50 million and then picking it 
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up again at the end of that period. The question is 
whether we can' t avoid that, because, you see, the 
total volume of bills gets down to a bi~ion dollar s , 
of which 700 million dollars will be 1n the hands ot 
the Federal Reserve Bank. 

What would they like to see? 

Well, we could avoid that by issuing 150 million dollars 
of bills on that d~te: a hundred mi l lion of 90-day bills, 
50 million of 120 or 130, some place in there where it 
will fall on a date where there ' s 50 million maturing 
on the present program. Vr. Taylor points out that we 
di d have a l1 ttle difficulty in establishing this 90-day -
this bill program, and by issuing now a 120 it will 
disturb that progrem. Well, that's about as tar as •••• 

Also had another reason for wanting to handle your bills 
in that war, so that you get the full monet ary effect, 
so that it would have gone out and had its effect; and 
then you would be altering it by •..• 

Well , the only way you could explain it 1f we did 
that, would be because the Federal Reserve had 700 
million and we 're doing that to help them out . As 
a matter of f act, if we go on a basis of a hundred 
million a week and do a billion three, the only 
reason we're doing it is to make the Federal Reserve ' s 
task tha t much e asier . 

Well, I think also there's a point, Henry, in keeping 
something of a bill market there and having a market 
that rolls over. You r educe it below a hundred a week 
and it almost passes out of the picture. It ' s an 
instrument you want to use lateri and you want to 
keep it br eathing at least faint Y· 

'llell, a hundred million a week is a couple of good 
deep breaths. 

You see you had bills last year up to about two 
billion' six, with the t ax bi lls. When you pay the 
tax bills June 15, you'll have the tot&! bills down 
to about a billion three. You will nearly have cut 
in two the total amount of short-term paper in the 
market· and inasmuch as the Reserve Systemk 0 i 00U:~!! 
has ne~er let any of theirs run off, just ep tur.~ ... 
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over, this total reduction hos come out of the market 
and has left the Reserve System down to a point where 
t hey own darn near all the short-term paper. And if 
you continue to pay off, it naturally gets down to the 
point where the Reserve System would have to replace 
the short paper by going into the bond market or into 
the note mhrket, which would bi d up these present 
prices to even higher levels, which may not be a 
good thing; or we 1d have to permit the portfolio to 
r un off. That ' s the problem that it creates both 
for the Treasury and for us- I mean it' s a mutual • •• • 

Sell you a hundred million a week or silver certifi­
cates. 

Well , isn' t that what - you 11ay heve to do tha t some 
time. But t his .•.. 

I haven't, as I say, had tlme, frankly, to think the 
thing through, and I'd like you people to think the 
thing throueh. I've asked Burgess to come down again 
Thur$day . But maybe after - isn' t - is this last 
one - is that a new thought to you gentlemen, or had 
you had tha t before: this i dea of getting on a hundred 
million dollar a week b asis, with a billion three 
outstanding, starting June ••• 

22d. 

•• • June 22d. 

That ' s been the basis of our discussion over there . 

11e•ve been discussing that as being desirable . 

But we bad followed one step further. It seemed 
important to miss that pinch there of those five 
weeks where 50 million a week i s being taken out, 
because we •re awfully close to the point where you 
Just simply can' t replace bills with bills. 

Well I •ve asked Bell to give me the figures, and I 
have~'t got them, of ~~ere we 111 be on the first of 
July and the first of September as to having used up 
the gold we deposited with you. We haven't got those 
figures of where we ' d be on the - following the 

• 
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so-called Plan Three. Where would tbat put us the 
first or Jul)' aDd the first ot Septeaber in r ecard 
to the one billion tour we bad on deposit? I think 
we1ve cot to take a look at that. I don' t know where 
that would leave us . And ot course, cutting the 150 
down to 100 does - ought to use up that auch aore of 
that cold . 

That ' s richt, gets it out a month sooner than otherwise. 

What I ' d li.ke to sucg~st is, it you people would sort 
of think that over -I mean it ' s a little difficult to 
explain wby we're going to ask the market to give us 
a couple hundred ml' l~· dollars new money when we 
haven' t used up all thEr~old. But if we explain we 
want to do tbe thing on a hundred trlllion doller e week 
basis of bills and keep it there until further notice, 
that trlght be an explanation. 

What new money do you refer to? 

Well, we'd be picking up now for tbe next - wbat was 
it, three or four weeks - we'd pick up some new money. 

No, Just be replacing your meturities, that's all. 

That ' s a replacement of the 250 we lost back bare. 

Oh. 

We'd refrain from paying of f 50 million. 

The only new money we pick up between now and the firet 
of July would be 50 million dollars . 

50 lrlllion. 
There is one dete when there's 50 ~llion dollars due, 
when you have to increase that so aillion dollar iaaue 

to aake it a hundred • 

But if you people knew that you were golD& to have a 
hundred million dollars a week, you could adJust it to 
get your portfolio in shape. 

I think we could. 
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What? 

I think we could . 

It would be awfully hard tor us to expl~in it. I'• 
not sure I could explain this . 

You've done • •• 

Now, it we could - excuse me. 

I was Just going to say, you've done pretty well 
reducing your - in the last year, your short-term 
debt. Reduced it nearly in two. Just be about halt . 
No tax bills out. You'll be down to a billion tbree 
and it was up to two six here a year ago. So you•ve 
done pretty well and you've lett yourself there a spot 
for next year or the following year tor a billion and 
a quarter or a billion and a half of short money, it 
you need it. 

Sure . Well, if we go on a hundred million basis it 
would be simply in a spirit of cooperation with the 
Federal Reserve System, end make i t possible f or them 
to operate. And you've got - I mean that would make 
your public rela tions that much easier. 

Well , we •ve either got - we' ve got one or tbree 
problems, it seems to me, and that is either to let 
some or these bills run oft, which we could - which 
we don't want to do, I don ' t believe, at this time 
unless it is impossible to replace them, which it 
would do, or course, if you continue to pay ott; 
you get down to a point where you' d really pay off 
more then - there would be less outstanding than we 
now have. 
Paying what - got down to a hundred to one percent. 

A hundred to one percent. 

It's Just about at the point where we have to pay a 
premii.IID tor them. 
So that - or if we replaced the bills that run orr 
with either notes or bonds, it would only make that 
aarket much more stronger than it is at the present 
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time, wnicn is all r ight until it breaks at some 
time, and if it breaks, the farther you run it up -
if it breaks, then of course there is always a 
problem there . Better to keep it from going up 
instead of having it up and have a bad market again. 

Could we leave that for you people to digest? 
haven't had a chance to talk t o tne people in 
Treasury about this. I'd like them to digest 
mean I haven't ned a chance. 

And I 
the 
it. I 

And tnen let•s talk about what we're going to do with 
our maturities . I got two plans on this, wi th A and B 
under Plan One and Two . 

Now, Plan One, as I call it - aga in, we haven't 
Jelled on t his thing - would be to offer a long 
bond, a 2f bond, Just as l ong as we can go, and 
possibly a five-year note, and offer that to the 
June, September , and December holders; mi ght a s 
well clean them all up while we're at it. 

Now, as I say , under Plan One you ' ll have Plan One-A 
and offer tha t to June and September . 

Now, the reason why I want t o get away from a 2t 
perce.nt is - wha t is i t, 149- 1 53, is t ha t what we•ve 
got - 2t ? 

Yes. 

Well , every time you get s l1 ttle sinking spell in the 
market, that ' s the weak baby. Now, if we came along 
with another 2!, we pnenagle s r ownd and have all t hese 
sharks come down, and they might tell me 2t ' 50- ' 53 
or ' 49- ' 54, but it would be somewhere right in that 
same territory . And I suppose in the present mar ket 
it might go to 101, somewhere in there; and if things 
are very good, i t might go to lOli ; but if we got a 
bad spell it would be the first one to go below par . 
I mean .v~rybody would be worrying and I ' d be in Alaska 
and Marriner Eccles would be up in Norway somewhere. 

Be on t be telephone. 

Be on the telephone. 
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And you' d bot h be telephoning me. 

Wherever he'd be, he'd be on the telephone . 

I ' d like to get something where we'd be good tor the 
sUIIIller . 

Suits me. For the summer? Take it into the tall a 
little bit. 

Well , over Labor Day anyway. 

I'd li.ke to lap over until the first of October. 

Well , that's a little long, Marriner . Somebody might 
make another speech. 

Well, you don't expect that you• r e going t o go all 
summer without some speeches, do you? 

Well , I make one in June. I may kick one all to 
pieces. 

Vlell, anyway - so I 1m inclined to take 2f . Now, they 
tell us we could go 25 years and they - also the idea 
that we should make it 20-25 years, otherwise it goes 
to too big a premium. But af ter all, if we should give 
them a 15-25, t he t act it might go to 103 or 104 - it 
doesn' t cost us anything, and it does give =7 successors 
a chance to turn it around it they wanted to . I mean the 
difference between making it a 20-25 and a 15-25 1s 
simply t hat it might tor a year or two go to 103 or 104, 
because we have a ten-year spread instead of a five-year, 
but the Government doesn't pay anything . But it might 
be very a dvantageous, and I •d like very much to get 
these long-term bonds with a long spread as to the call. 
I mean supposing - I mean t he difference between making 
it 20-25 would b e what? 20-25 would be 101? 

Pr obabl y 102 premium. 

And e 15-25? 

Probably up two or three points . 

But we don' t pay anything . But I'm open to argument. 

Aren't they likely to t ake that - that ' s an awful 
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premium, though, three points, and they've got these 
rights that - what are they now, how far? 

101}. 

l Ol l . How much selling would there be of that bond, 
wita tha t premium? 

That's the only thing about it . ~ight cause a lot of 
speculation in the market. Probably make more money 
out of speculating than out of the earnings. 

I don' t think it would be safe to count on any such 
premium. 

As what? 

As three points. 

Well, it you have that call d ate, that's where it bas 
to go. 

\'/ell, your 1 56- 1 59 2ts are selling at a yield of 2.55 . 
I ~magine you' d be safe to count on a 2 .65 yield basis 
on this thi ng. That would make your premium D 11 ttle 
better than one point . If the market decided to do 
better , it still ~ouldn ' t get up t o three points 
premium. 

Could you make it a 20-JO year bond? 

Be better. 

How about a 20-JO? 

Very hard to figure the yield basis way off there. 
Here at leas t you have a maturity pretty close ••• 

I think tha t would frighten t hem. You get e 20- 25, 
it' s jus t a s tep out beyond what you 've got. That is, 
you've got a maturity in •60, end o maturity i n •6J is 
Just going out three years. I think the insurance com­
panies would duck a J O-year . Some of them s ay 25 is 
too long they say 20 is the limit. So you' re getting 
right out to the limit of what t hey s ay they ' ll t ake. 

Well, I mean - you shy away from a 15-25? 

' 
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Yes. I think the t rouble i s that it' s subject -
there are too lll8.llY price fluctuations. I think if 
we were doing over again that '49- 153 we would have 
made a smaller number or years' spread . Now, as you 
go out further, you can make the spread somewhat 
greater. The trouble with that ' 49-'53 has been that 
when interest rates were under 2;, it went to a 
premium, pricing it on the basis or ' 49; when interest 
rates went above 2!, why, they priced it on a 1 53 basis; 
so .it shuttled back and forth between those points, 
and the market doesn ' t know which it ought to price it 
on - the maturity date - actually it prices .it from 
time to time on the call date. So it means a bond 
that fluctuates pretty violently in its pricing. 

But look what fun we have. 

But the holder Just doesn' t enJoy that quite so much. 

Somebody will make a little money. 

Well , let's just talk in terms - make it a little 
simpler for me to get your advice- let's talk in 
terms of a long 2t - how' s that? - as a bond . 

That's right. 

What? Now, if we were going to get out a long 2t -
and we can tailor it afterwards -bow do .you people 
feel about ~ picking up all maturi ties for the rest 
of this year? 

Wbat would be tbe option that you had? You'd give a 
note? 

Yes. 

Five-year note. 

Uh-huh. 
we• ve been discussing the desirability of, if you only 
offered the September and June, not with December, if 
you didn ' t toke into acccunt December - of a lO-year 
bond and then the 20-25 or 15-25, not giving a note 
at this time because tbe amount of notes outstanding i• 
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~ery large, and the banks, most of them, are inclined 
o take Uf to a 10-year bond now. The insureuce 

companies trustees will take e longer bond and 
the banks will possibly take up to the 10-y~ar maturity. 
And that would tend to keep the bond market from advanc­
ing too much too. 

•>e•ve got - March 15, 1 48, we~ve got 451 coming due. 

One possibility would be to put out some more of that 
same bond for your short one , at a premium . 

How much is that selling now? 

- -£-(b.. -

103 . 18. 

10).18 . You can put them out at 2t - put out some more . 

Have to shave those a little finer than the ot hers . 

Well , what I was thinking about - I•ll be critici zed 
for paying 2i interest, so L want to be able to say, 
•Yes, but I ' m only paying 1 1/8 on the 5- year . • I 
mean it gives me a little something. When we tried 
to get that bill t~ough, I mean, they esked a lot of 
questions on why we wanted more bonds and the higher 
interest r ate and all that stuff. 

There ' s a technical problem there, Henry, tha t's a 
little difficult . If you put out a note and a long 
bond, the long bond will have more ~ravy on it; it 
has to have . It's worth 101 or lOlt or something 
like tha t; whereas, with the note, you' re right - much 
closer to the market . A 1 1/8 note would be worth 
perhaps par a nd three quarters or 101. That is, it ' s 
worth half a point t o a point l ess . So that anybody 
who's holding the rights who wants to make a little 
money out of it would go i nto the l ong bond and then 
turn around and sell it, r a ther than Just go into it 
because he wanted to keep it. So you might get quite 
a l ot of felloHs electing to t ake the bond and then 
selling it on the market, and possibly have a weak 
after-market there. If your alternative offering 
instead of a note was a short bond, where the 
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difference in the profit was somewhat less, you' d 
be more apt to get choice exercised on tbe basis of 
what t hey wanted to keep. Now, tha t isn't a killing 
matter, of course. It• s a technical thing, but • ..• 

Tbe way tbe market is now, you don•t really bave to 
give t hem a choice. 

You could sell the whole thing i n a long bond, I think. 
I'd be a little bit afra id of it, because once you get 
out beyond 12, 15 years, ther e are a great many banks 
who aren't interested . A great many banks ••. 

•bey shouldn't be . 

So you appeal to e much more limited market, quite 
properly . 

Well, tbe banks bold a lot of these notes that f all 
due in June and December. To the extent that you 
offer only a long bond, the banks shouldn' t t ake the 
l ong bond; and then, t her efore, if t hey don' t , why, 
it ' s deflE.t i onary, b ecause tbe bond wbich they - the 
notes which t hey hold ar e paid off, t her efore their 
total of both investments and deposits di minish. 

Or they would t ake the bond and sell it again. 

Yes , t hey ' d t ake tbe bond and sell it, which would 
be deflationary so f ar ss their loans and investments 
a r e concerned in the aggrega te. They' d r educe tbelr 
total l oans and investments, wbicb i s something that 
1 don't think we want t o see now. Therefore, if they 
•nere given t he option either f or the not e or the 10-
year bond, I think you ' d f 1nd tha t they would replace 
their present note ma turities . If you only gave a 
long bond, I think t hey ' d t eke the long bond, but then 
l at er on, wby, t hey 'd sey if t hey took a loss in it 
that we ' d been t o blame f or not giving an option, that 
they bad no choice but t o t ake a 20-year security . 

'He want e bond that will last ell sUIIIlller. 

l he t ' s whet I'm afrai d of. 

~e want en all-summer sucker. 

• 
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At least an all-day sucker . 

What would tne advantage be of r efunding tne December 
maturity at tnis time, particularly? 

Oh, just get tnem out of the wey . And then :~e could 
go after a tidy sum of cash in December, and then 
tht-t big 900 million dollar note issue in llarcll could 
be hHndled that much easier. Be getting our money -
we'll need a lot of money in January , February, and 
~arch - lot of money - and f or tile moment things in 
the Government bond market &re possible, and JO days 
from now they may not be . I mean I'm doing it because 
I ' m worried; it looks as though I could get away wi th 
it now, end l'a like to get tway with everytning I 
could wnile tne going i s good . Couldn ' t be an,y th1ng 
more plain. That's al l - I think I can get away ~~th 
it now. lihy not do it now? 

What would you do in September in that case? Maybe 
do nothi ng? 

No, I' d go after about five- nt leas t five hundred 
million dollars of cash, depending upon how tne boys 
felt after their summer vacation . If t hey felt the 
way they dia last summer, I wouldn't want anything; 
end then you' d be faced with doing e big chunk in 
December . 

Can I be an,y more frank in answering? 

If you cleaned up the September maturity 1n June and 
then for some reason decided not to do anything in 
September in respect to new money , mi ght it not be 
eavisable to have the September meturity to refund in 
September r a ther th~n to ao nothing at all? 

Oh, we' ll need new money in September . 

But there might be a possibilitY where you wouldn't 
wsnt to a sk for as much as you might otherwise do . 

If the market conditions were such ••••• 

But might it not be better to have the September 
msturity there for refunding? 
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So you wouldn 't have to stay out of the market 
alt ogether f or t bat period , even though you di dn't 
choose to raise some cash along with the refundi.ng. 

If you don't mind m1 saying - I mean if conditions 
are bad ana you ' ve got your September maturity 
r efunded, and you don't bave to do anything at all­
if they ' re that bad, you jus t don't do anything. 

You don' t preclude starting bills . 

No, I don ' t. I just - I mean I can' t be any more 
frank or confidential . It looks as though we could 
go at this t ime and go right straight through and 
clean up ell these maturities for June, September, 
and December. And we• re going to bave - we're going 
to have t o raise a billi on and a half of new money 
between now and the f irst of July, aren't we? 

At least. You - you mean a year Crom now. Oh, 
more than that, I think . 

'Nell , at least -maybe; we don't know. And this 
thing - you•ve (Sinclair) been at it longer than 
I have - you know this thing can turn overnight just 
suddenly. And you take conditions in London -often 
we trail them, sometimes we ' re ahead of them. They 
can't sell an issue in London. The Government 
hasn't sold an issue- as I say facetiously, the 
last one they sold made the Chancellor of the 
Exche~uer the Prime ~1n1ster, and the l ast one 
was a flop . The Government took 66 2/3 to 70 percent 
of it . London County Council sold one t bat was a 
flop. 
The only argument I got - the going seems to be good. 
Wby not take advantage of it? Make it a little bit 
difficult - cleans up some more short-term stuff 
f or your thing; but 1t vtould be a damn sight more 
difficult if we couldn't sell it. 

The London money market - the banks there, though, 
have a ratio of a little more than 10 percent of 
cash. However, t hey have kept that ratio at about 

that point . 
The f act remains i t ' s a year now s ince the British 
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GoYernaent bas bad a successful flotation. 

Ot borrowing bonds. 

Ot &n7th1ng except billa. 

Well , ;res, th~ bave. 

Anything except bills . 

The;r •ve had to go to the - the;r•ve had to go to the 
market r ather then the banks - I mean outside . The 
excess reserves - of course, if they had huge excess 
reserves in the banking s:rstem, why, it would possibl;r 
change the picture with the banks . 

The:r haven't needed the money, have they? 

Huh? 

They haven' t needed the money, have they? 

Tbey 1 ve got a very large short debt out. I suppose 
th.ey aigh.t want to ret'und it if they could. They ' ll 
need it now. 

Yes, bet your lite they need it. And they have four 
billion dollars ot bills out. 

And they've got a deficit coming up now. 

I don't want - I don't want to be unreasonable in 
tr;ring to get something done, or to make it impos­
sible t or :you fellows. But as L say 1 it Just 
cleans up that much. more . But if you had a note, 
you could take - if :you had a five-year note, :rou 
people could take that, and at the prasent f ive :rears 
is considered sh.ort-tera. 

What particular ditter ence does it aeke, Randolph, 
whether the Decellber note is called now? It'• 
sull - 400 ailllon. Ot course, it' s ant1c1pati.DC 
quite a wa;r in advance, but t r011 the market 
standpoint what difference would that aake? 

Well, I think it could be done, as tar as that goes. 
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I don't think it would make a good impression. 
I think it would look as though you felt very much 
concer ned about your future Job. I think t hat 
psychological impression of the thing is a very 
important aspect of the thing . And of course, 
a lot of people 1n the market like t o have t heir 
maturities coming along. They like to have somethi ng 
maturing each t ax date . They like to plan tneir 
maturities , to budget t nem so they know they ' ll have 
cash coming in at intervals . So they don' t like to 
have t hese maturities anticipated ahead of time. So 
it interfer es with some of their plans . 

Now, I' m also a little doubtful about including that 
in this financing because if you offer a lond bond, 
a s we ' re t a lking of doing, you're a ppealing to rather 
a new group of buyers, Jus t a little uncertain; you 
b&ven' t t a pped tnat market bef ore, and I think it ' s 
a little sa fer t o undertake t hat wi th a financing of 
a billion 200 million t han i t is with a financi ng of 
400 million more. Tha t is, the danger is that a lot 
of people will buy into tha t bond because it looks 
like a l ot or gravy i n it, and t hen ~ill dump it, be 
selling out over a period, and you ' ll have a vulnerable 
issue . Now, there is much less danger of that if 
you' re handling a billion 200 million dollar Job, 
where you'd have 800 million of it go i nto the bond 
perhaps , t han if you bad a bill ion dollars in the 
bond and t hen had people running away from it very 
soon. So I think you' d be a l itt le safer, Jus t a s 
f ar a s t his June issue i s concer ned, to only undertake 
the bi l l i on 200 mill ion. 

I talked t o - excuse me - cun you (Taylor) bold your 

t hought a minute? 

(Nods yes) 
I talked t o one person and he thought in the Street 
they ' d like it fine, because t ha t would clear the 
decks and t he Government would be out of the picture 
and leave it to the priva te f inancing, they go shead . 
There ' s one person liked it and be thought itbw~d 
be received extremely well by the inves t ment a er s . 

Well that ' s interesting . Of course, sini~ \ou~~e 
talk~d t o me I naven't had a chance to ta o e 

Regraded Uclassified



B.Y.Jr: 

Burgess: 

Eccles: 

B.M. Jr: 

Eccles: 

B.M.Jr: 

Eccles : 

H. Y. Jr: 

Bell: 

Eccles: 

Bel~: 

B.M.Jr: 

Eccles: 

I 38S 

-26-

market. I•ve talked to them quite a lot about 
anticipating the September maturi ty, aod curiously 
enougp I•ve run into a good many people who objected 
to that. Tbat•s partly what I•m basing the Judgment 
about the December on. 

Is that Governaent bond dealers or is that the 
investment 

No, that's banks and investment people. 

Ot course, you wouldn't leave the decks entirely 
clear, because you'd be getting new money both in 
December and September. So it isn't as though the 
field would be cleared tor the private •• • •• 

That's right . 

If you•re going to get 500 mil l ion of new money in 
September and the market is very f avorable, why 
couldn't you anticipate then the December issue? 
Or you could l et it be included ln the December. 
You're going to have to do financing in September 
and December - new money. 

Don't have to do it in September. Under Plan Three 
you don't have to do it in September. 

You contemplate it, though - 500 million. 

Do we have to borrow in September under Plan Three? 

Yes, 500 million. 
In both September and December. Inasmuch as you' re 
going to the market anyway, it would seem that the 
refunding of this December issue wouldn ' t make muob 

difference. 
You can alter that picture if you want to by lettinc 
that balance run down, you see. 

The last tour years, three years september bas been 

a bad month tor us. 

Well, of course - every one of them. 
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Three out of four have been bad have been difficult. 
That ' s one reason why I •m v ery ~trongly inclined to 
pick up the September maturity. On t he December •..• 

I th1nk that's all rignt. 

I t hink that's ell r ight . 

On the December, I could be sold either way . I •m 
open to o good proposition. 

·It ' s nard to get over - a problem of psychology of 
t he market, har d to i nterpr et i t . I think the feeling 
.is a good ded this, that you' ve got a big job t o do 
and that for them to keep going al ong with you it 
ought to be as simple and direct and predict able as 
possible. Noli, the orderly process is t o t ake up 
your ma t urities as t hey come along. The market 
expects that kind of thing. Now, if you start doing 
t hings that ar e differ ent and unusual , it gives them 
a stirred up feeling, ~s though they don ' t know wha t 
to expect , and they begin to lose a little confidence 
in the market. Now, tha t ' s an intangible, indefinite 
t hing , perhaps, but it's very real . 

You don ' t think it would be seri ous in the case of 
Sept ember . 
No, I t nink you're going Jus t three months ahead, 
tha t's a r easonable th i ng, and particularly if it 
i s intimated t ha t that leaves a clear space for soae 
cash financing if it is desirable . 

You (•aylor) want to say s omething? 

Well, par tlY in ter~s of t he summer problem which 
Randolph and I will enjoy, but also 1n terms of 
where tbese particular securities are beld, way, 
i t seems to me that we could deliber a telY under-price 
a note ond slightly over-price the bond and you would 
get away from so:ne of this milling around that you• re 

talking about. 
Yes, yes. It's bard t o do it with a note without 
being Just terribly generous. 

Well, it's - I mean you want tbem t o go to the banks , 
we ' ll a ssume. The banks ought to buy notes. They 
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oughtn' t to be in this long-term bond market. 

That's right. 

Well, that ' s tbe one possibil ity that I ' ve been 
able t o think ot out ot this sort or a peculiar 
choice that we•re faced witb. 

388 

I •ve been working on tbe same thing. It seeaed to 
me Tery much e asier to equalize t he pri ces it you 
took the 10-year bond t han it you took the 5-year 

note . 

I was saying t hat if we have a note, not a 10-year 
bond, you can have a little more stability i n t hat 
situation it you do deliberately over-price the note -
or, r ather, under-pri ce tbe note and slightly over­
price the bond . And as far as the cost to t he 
Treasury , it would be possibly a little less i f it 

were done right. 

It' s a problem or relati on or yield and price. You 
put an extra eighth on a note and it ' s anly 5/8 or 

a point on the price. 

But even going beyond an eigh1hon it ••.. 

An extra quar ter. 

Yes . 

Yes. Well , you could do it that way. 

Ot course, if you put a note out, you'd be assured 
that the banks would convert . If you put the bond 
out, they may - that is, t hey 1d convert and bold; 

whereas it you put even the ten-year bond •• · I 
think the banks, however, are much more willing to 

take the ten-year now than they were. 

They'd take that. 

Tbey used t o look upon the five-year 11111tur1ty as lone. 
They've changed their point or view a good deal. 

Tbe first tiae in a year and a half or possib~ t~~ 
years, around our neighborhood, tbe minimum ma ur 
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the banks are talking about is ten years at the 
present time - bond - minill.um maturity. Almost 
a unanimity of opinion in that connection. 

38~ 

r don' t think a ten-year bond in connection with a 
long - I mean I 1d rather even- if you' re going to 
do Just June and September, then let's do one bond 
or, if you don' t like that,,a bond and a note . But 
ten-year - we •ve got e March 15, '48; this would come 
along three months later. 

Be a little under ten years, then, wouldn ' t it7 

Be part of the same issue, wouldn ' t it? 

I think a great dea l depends on whether you put out 
a 15-25 or a 20- 25. If you ' r e going to put out a 
15- 25, t hen a ten-year bond i s pretty close. 

How do you feel about a 15-25? 

Well, I had favored somewhat the 20-25 for the 2i . 

I didn' t hear you. 

I f avored the 20-25. It•s an insurance company 
o r trustee i nvestment, 6Dd t here is no reason wbf 
they shouldn ' t t oke 20 a s wel l as 15. And t he 2t 
yield is pretty sweet on a 15-year basis, wher eas 
a 20 is, it seems to me, a little better price. 
So I would favor the 20- 25 for that class, and I' ve 
just been debating a s to the ten-year bond or the 
five-year not e . 'l:he ten-year bond seems to be 
f avored by a good many of the banks because of their 
need for some earnings, and they don't want t o go 
l onger than t en years. But t hey ' re willing to go to 
ten years and I think t hey would take a ten-year bond 
in lieu of the note. 

or course, they ' re thinking in t erma of the - I mean 
on the market, it looks like a 1 l/8, where if you 
deliber atelY under-price t ha t five-year note, why, 
tllat ' s going to look a lot better to them, isn't it? 

If you g 1ve t hem e one and a quar ter five-year note , 

I iugine • • •• 
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Or even ao more than that. 

Well, that's going to get you criticized on how sweet 
can you afford • • • • 

I don't know, 1n terms of actual premium, why , you're 
not going to be criticized for it. 

What would a one and a quarter - what would be the 
premium .on a one and a quarter five-year? 

Probably l 7/8 points . 

Pretty good for five year s . That's pretty sweet. 
That's a.n awful .... 

Of course it doesn ' t make any sense, but in terms 
of the cost to the Treasury it ' s going to be less 
with that combination t han • ••• 

• nat ' s right. 

But I merely point out here you're giving l 7/8 
points. That's the other side of it. You couldn't 
go better than that, that's certain- one and a 
ctusrter . 
Well now, llarriner, how can we do this to give you 
people a chance to think it over and let us think 
it over? When can we meet again? 

We met this morning at ll •••• 

Well, I didn't, that's~ trouble. 

••• to discuss this whole thing, and "e 've pretty 
well canvassed .••• 

Well, do you want to make u recommendation? 

The situation •• • • 

~id you fellows jell over there? 

Well, pretty well. 

What did you jell on? 
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Well, on this turnover, we agreed that we ' d like 
to see this third plan. So f ar as the turning over 
of the bills is concerned, it doesn't reduce the 
total amount outstanding. As to whether you pay off 
50 •.••• 

Except the tax bills . 

Yes, except the tax bills; of course they ' d be paid 
off . As to whether you'd pay off the 50 million a 
week t or five week~lld then borrow it back again, 
that - I don't know as we settled that in our -
Dr . Burgess had left and we discussed it a little 
aft er he left. We seemed to : ovor <:...you can 
correct me ; there are others he~,I'm not correct -
Just continue t o turn over the 150 and t hen the 50 
rather than pay off 50 and th£n - for five weeks, ar.d 
then borrow 50 back again. It would be a little 
more orderly But I don ' t thi~ that that i s very 
material . The important t hing is to keep this total 
volume of bills out. 

Well, on this Plan Thr ee it ' s a billion .300 mi llion. 

That's all right. ~.'e were all wry much in favor of 
that. 
And t hen on this, are you fellows in f avor of doing 
June and September? 

Yes , we•re in f avor of that. 

And bow about a long bond? 

In favor of a long bond and n short bond . If you 
went the 20-25 , then t he ten-year bond; if you went 
the 15-25 I think it ' s got t o be a note. But t his 
bond mark~t is one t hat shows - •,yell, fir~ti/~~e b~~~ 
market shows an aw~10~~ti~f1~!~e~t~e~otes, it would 
bond issues were pu k it more 
tend to keep the bond market fromuid ~:Xuce the amount 
orderly; tha~'~ onep!~~·yo~ ~ort-term notes, which 
of your shor - erm ' 200 1111on Next year 
is very l~rgei ~Y0~ ~~~;;o~omingmdue, a~d if you can 
y~~~~~t~~ o~t ~f the way now, some of them, why, it 
~ould seem t o be desi r able to do it. 
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Well, I tbink ••• 

Now, that 1 s t he general conclusion that .... 

Well, I think - is everybody pretty well agreeq in 

that? Harrison? 

Well, I 1m - I 1m very much in favor of maintaining 

a fair ly s t !lad.y volume of bills. I think I would 

prefer to do it through a hundred million a week, 

even though i t meant going under on the 150 and up 

on the 50 . I think it's a little more orderly to do 

it that way, though I woulan1t object to the other 

way; and If avor that largely because, from the 

Treasury and market standpoint, r ather than as any 

accommodation to the Reserve Banksi as distinguished 

from some of the others here, I be ieve i t is a 

mistake for the Treasury to let its debt run off 

too much during a period or glut, and realizing that 

next year you'll have to run your debt up again 

pretty sharply . I •d r a ther have you keep it steady. 

I think it' s better for the market and the Treasury. 

As f ar as the Reserve System i s concerned, I admit 

that it makes it easier for the Systea to replace 

bills, but I ' m one of the ones that wouldn' t very 

much mind, in a peri od like this, if we had to l et 

our account run off somewhat, frankly. 

As to June end September, I would distinctly favor 

refunding both June and September . I have a Question 

1n my mind about December. I think that there is 

something in what Burgess says about allowing some 

of those maturities through the rest of the year to 

stay out. I think it1s an accoaunoda t1on to your 

market , to your holders of bonds. 

I think I would favor a long 2i on the best terms 

you could get, probably 20-25 years. I would 

supplement that with a ten-year bond r ather than 

the note believing that you ' d get too much of a 

possibility of a swing f r om the notes to the bonds, 

with the subsequent sale or the bonds. I don't think 

you'd offset that dir ticulty by the suggestion of 

Kr. Taylor, because I think t hat makes you put out 

a wholly a rtificiel r ate on your short note. 

I think that would be my program. 
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Tha t's in accord with MY views - the way we talked 
this morning. 

I 1m the same. 

You 1 r e the s ame . 

393 

I agree to that. Particularly - I ' m t alking mostly 
f r om our own district - it 1 s been the tendency now 
for our city and country banks t o reduce their note 
holdings and go t o the bond classi fication - some 
cases , go t oo f ar. Rather see a ten-year bond than 
t o go far t her than tha t. That ' s the reason I ~vor 
the bond as against the note . On the bill program, 
in favor of Plan Three. 

Bow about you (Piser )? 

I think a 20- 25 year bond wo uld sell at sn e xceptionally 
high premium, and if t hat rate of 2i i s put on I think 
it could probably be extended f ive years fur ther, • 
25-30 , because of the market . 

25-)0 . 

(Nods yes) 

ll.ight have to give up a vacati on. 

Have to give what? 

It would threaten your vacati on, t hough. 

In other words, I think you 111 have a very high 
premium on it. 

Williams? 

I favor t he pr ogram wltich •nas outlined . 

Goldenweiser? 

I haven't anything to add. 
I'll do is I ' ll ge t together with 

Well , I t hink what And /lurgess is going to tlew 
~ own people tomorrow. 
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~ork t o see the boys there, and then spend i hursday 
with me? 

Be a great pleasure, sir. 

Then you call me up tomorrow and give me a tentative 
suggestion of whom you' d like to bring down. And 
then maybe Friday, Marriner, I'd get in touch with 
the Board here. 

We - yes, we•ll be here again. If you want the 
~ommittee again, I suppose George and John - will 
yon expect t o be here? 

I ·' 11 be available any time. 

~o that - Chester , you1 re goillb out of to·.m, aren't 
you, tomorrow? 

Yes, l'hursday night. 

Well, we could get together maybe Friday morning . 

He ' d be away. Get Ransom or one of the others. 

ilhy not say those you can get, g et together, say , 
maybe Friday morning at 11. This thing is a little 
bit - I don' t - I'm not quite sure of my ground . 
nhat? 
Would 10 o'clock Friday be an imposition? 

Yes, that's • ••• 
That be all right? Tben I could catch a 12 o 'clock 

trai n. 
Would you like to leave it as subJect to call? 

I'd know by Thursday afternoon- it may look perfectly 
clear Thursday afternoon. I~ll call you up and soy, 
•This looks perfectly clear. 

Le t's leave it that w~y, and if you don't need to 

Tents t1 velY. \Vbere 1 s the boat race? 

.... 
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Harrison: I 1a going to make it. 

a.M.Jr: Will you (Upham) aee that ten o' clock Fttdey on 
81 calendar i s beld. 

Eccles: We'll b e subJect to call, then. 
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H.». Jr: I 1ll call you Thursday aorning and tell you what's 
l eft after t he New York boys get through witb me. 

Eccles: O.K. 

H.K.Jr: And then I'll give you a ring. And if you•ll hold 
Friday morning tenta tive - how's that? 

Harrison: Fine. 

Eccles : •nd I'll let you (Harrison) and J ohn know in time to 
get down here . 
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Ol' N~:wYoRK 

llq 23, 1938. 

Ae a prel1.a1llar;r att .. pt to ananr the queeUoiUI 7011. aokecl the 

otber cla7 I ea eooloa1ng a brlet - r udua. on TreUIU';r 1'1nonc1JII. Ordin­

arily, the progrea ot rr. .. ury tinoncillg ie a reloti•el;r ei"!)le operation 

or eelectinc eocuritiea whioh are aclaptecl to aarkat ccllllitiona. u pruont 

the problea 1e .,ah leaa ai8plo, ud the clociaiono roached now •T woU 

have ror-reachilll otfeote tor futuro Treasury financing aDd for tho tuturo 

banking poe! tion. It eoo•• to .., one bn to coneider theH broader i.llpll­

caUone before it 11 poaeible to roach an intel.ligent clooiaion on the do­

tails. 

The ••orudllll will oxploin wb7 it would soe• to • bettor to 

rai ee a aoderate &IIOUilt of caab o•er;r tax date, beginning in J.m., rather 

thao to follow the wagoation or refunding June ud Sopteabar .. tur1tiol 

ln Juno ud then ratainc e. larso aaount ot caeh in Soptoabar. !hero to a 

largo job to be done , ud it will ba carried throucll aoot -thlJ' it it 

1a eproacS out in an ardorl;r n7 o'fer the ontiro porlod. '1'lw aono;r oould 

probab:cy be raieacl the other w:r b7 a tow 1ar1o ottorinl•• lut I tll1U at 

' 
tho exponao of an orderl;r aartot ud the poeltion ot the bul<a • 

.u to the qn .. tion ot ..tinl the Sopte•bar ottortng on S.ptoa­

ber 12, I tilld in our tiloa a letter I wrote llat ;reer to 1MA Boll aboa\ 

a a1&11ar propoMl, aDd I .. oDIIloeinl a ooPT blrowi tb • .lttor oxplorinl 

tba • tter hll;r 1\ - to u quite traal<lT i.llpoeelhll to halldlo an 1•­

oltber ottMtiftl;r or ..tel;r 1a that abort .-nt or u... lobociJ ~ 
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that U. Adw••tatrat.loa JII'CCI'M of ~ a:xo.aa .,...;...... aD4 ~ 

lnc apendinc ta DDt IIJIIObroat.Md. rcr tile D8Xt taw ao11tba axceea .,._. 

will inc,..... rapidlJ', and the Treaaury will require 110 .,. • ..,.,.1 but ._, 

ln fact, be retirinc debt.. lext 7eer, bowe,.r, tile requ.ire•Dta t or •• 

ao!IIJ will be bea'f7 at a tiM wbell axoeaa re-• are no lqer ~ 

lllg •xcept. tor poaaible pld Iaporta. Tile daacer 1n tlll.a aitullioD ia tllet 

the preaaure ot "rT le:rp NMrTaa operating on a reduced Yol,.. ot ••our-

itiea M:f t oroe p'ft~Dt MCUrit.J prioea to ,,.., lll.ghar laYale , wlll.ab will 
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the rollowinc .... ,., 

(1) .,. aa1aRa1ad.aal a le:rp belaDce 1n u. ... - bub aDd tbl&a 

holding beck a OU't&ill -t. ot r ... ~ tlmda eo aa to ba,. tbea a'lailabla 

to releaM laier u aotaal .,.Ddinc alUIMda ~. 

( 2) IT .,. dhll tbe raiailll or •• oub tairlT .... a11- tile 

~ belt Thla pro I I • ia _.. 

quart.er1T tax pari.U tor tbe Mat 1M!' a- a • 

..,.,. UD1T w ... ault 1a a falrlT aw.adT aD4 aood bolld .,.at. tbe11 a ~ 

or •t.arTilll tile -.rut. a t .,.,. tiaa and atuttiac it at. anotber. It, tor 

u.1Nd durUC tbe Mxt tiaaal 

•uapl.a, $2,000,000,9()0 ot .... -1 ia raq 

Tear 1t would - .u.r to niaa .,oo,ooo,ooo o! - ..,.., 
08 

.... taa 

data, atert.iall 1n 1-. ratber t.ball to poatpoM aDd be oooapellad to _. 
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or aneral ,...are lollpr •turi~J t.ban ~be '-" iaaa.d u larcb, or a aborter 

il ... e wi~ a 2 W 2 1/4 per-~~- llulra OODU.W. to ba ... a,....,_ 
tor MOIU'itlaa ot 10 ,..,.. or :~.e .. Mtllrlt)'. 'l'bla ,..r•n- la Ulutrat..s 

bJ t.be ~D f"&r boa! of~- CJoMolJ.clat.d ~ aa:l t.ba propoMOl ~D f"&r 

bond ot t.ba u. s. Sual Oorporatloa. OrdUarilJ ~ OOMP""'•• 1101&14 oo,... 

older olllJ' l<JIIIC'U' ~ ~·· .._,., it .,t -~. bulra '1101&14, - ....... 
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!bh p1u oon\e.p1at .. & aollt1ml.aUon af tb.e reur-t of 

,..ld7 billa ill t» .aNA\ of $e() ,OOO,OOO up to and I.Jial:odillc JUile 111 , 

1938, ucl aha t» reUramt of tb.e ~tal billa aur-catillc 

$21i0,000 ,000 •turiiiC be\11- JW11 111 .nd J'lllle 30, J o pl'O'I'iaion 11 

udl for " " caah but 1JI '"'" of tb.e f&et t bat tb.e 'bel&llaaa ra11 do­

to $76. ,000,000 b7 the and of l*: .. ber, it h cpih obrtoua that "" 

caah '11011lc1 be nee48c1 before tbat tiM to tb.e -t ot a t lar.a\ 

PLQ II. 

Tbia pl811 oont~~~rplatea tbe cont111U&t1on ot tb.e retir-nt 

ot weel<l.7 b i lla ill tbe &lDOWit of $50,000 ,000 up to and inelwlillc 

September 111, 1938, &lld alao tbe ratir•ent ot t be opecial billa 

uolllltiiiC ta $21!(),000,000 •iuri.nC betw"" June 1!5 .nd Jnn• 20 , with 

new tU..aiDC of $1,000,000 ,000 on Sept.-bar 111 end $500,000,000 

on Dee .. ber 111. 

lWI Ill 
!hi• plen cont.-plate• c11ooont1Jmil~C et once tb.e reu..-

ment of nell:lT billa 1J1 tbe -t of $110,000,000 • retirillc tbe 

$2150 000 000 of apeo1al billa •tllrlnc betwec Jnn• 1!5 eDd Jnn• 20 
• • 1. . • ~f:l 

nnd tor fin~~ •_;,1' ""-"' ...... to retire $150,000 ,000 of !Nalll1'7 

b~=cl the on~ 'in .nd oont1Jiu111C for ai.X weel<a, to h..,. 

~ 1 b week !bil would ... 
$150,000,000 of 11441 ts.on-1 !re&lll1'7 b i l 1 eac ' 
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UN a iOtal ot $3110,000,000 ot !'Hat11117 \1111 ~ tile t1T1 W11b 

ed111C ~ :ao IID4 ~~ pl'Orlu tor tile h-oe ot 11111 "oUle 1a t» 

total -t ot taoo.ooo,ooo tor ~ alx wlll:e en4111C .AIIpat 31, a 

cllin ot $S>,OOO,OOO 1a • .., ouh, !bie -14 .. bll ~ :procr• ot 

!'reMIUT b1Ue to 'be 1"11114 out .0 that w would haft a roll crrer 

ot $lO() ,OOO,OOOr i&Ch 1IMk and a iOtal ouhtan41ac of epproxiatll.T 

$1,800,000,000. 

All ot tlleM plane conte.platl t» retlm41ac of \be !'rluaz7 

llOtll ~tillS $118,000,000 •tvlaC Oil Jlllll 15 &lld t» poll1bil1t)' 

of offer1DC iO tile holden of tile S~t-ber 18 aatu.rlliC not11 t» 

.- I ICIU'U1•• that are offered iO \be hol4•r• of tile Jlllll 15 DOtee , 
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1tl!e 
llv J'lmo 

~olancoa a\ bog1D.D1"1 or penodo: 1 ,016 1, tee 

Receipt•: 
Oocorol Nftll- .................... ~70 7!10 
1JneaploJII8ft t tr\\8 t t'\m.d. •••••••••••• 811 .a 
u. s. SaYiD .. boD41 •••••••••••••••• :Ill 30 
~ole or """' !'Moral Ba'iaul 

t.tortpp Ueooiatloa. ••• ••..•.•.• 2S 
Solo or ao"o C._wl.ity Credi\ Corp. 1611 

Total aYAilable •••••••• •• • • ••• 2,7U 2,783 

Eroen41tur .. : 
General •••• •••• • • • ••••• •• •••••••••• 32!1 530 
!llorgenoy ··· ·· ··· ····· ········ ·· ··· 2211 220 
In\Oroo\ on pl1o dol>\ ·····• ······ 9 170 
Speo1ol tranoao\1ona ·· ···•·• ···· ··• 111 - 10 
Dob\ redOJ~PUG118 ··••·•• •· ··· ··•••·· 110 ·~ 

TOtal expenditure• •••••• ••• ••• 7M 1 ,1.0 

Balanooo o t oad or p orr1odo: 1 ,9ell 1,Ull 

RotllcdiDg operoUou: 
Troa~~~r:r b1Uo: 1100 

Regulnr ••••••• •• •• •• •••• ••••• ••• •• .00 

S'poo1ol ··· ··· ·· ········ ········ ·· · 
!110 

Treaeur,r aot ee • • • • • •• ••••••• ••••• ••• 
618 

.00 1, <6611 

!I!!P!'!!!! 1:6 C&lB PO:m:tc:. 

llv - Doe-.... 1tse 

(Ill IIUllou or tolloro) 

1~ .lugua\ Cop\••• r Oo\o'ber 

1,6415 1,469 1,1811 1,lll0 

~ 410 'h_ 290 
u . 9 110 
$) 25 !II Ill 

2,0.9 1 ,943 2 ,0'70 1,665 

MO MO MO MO 
225 235 a.a !!10 

lS eo 11111 70 
II !10 - 10 10 

lS lS 2tl 111 

119!) 660 7!10 Mil 

1 ,~9 1,28:1 1,lll0 990 

!100 2liO .00 !100 

IIH 

!100 2110 9N !100 

··-... Doe-or '111\al 

990 'ID 1,081 

~ flO s,teO 
46 M -Ill .a d 

Ill 
1 .. 

1,40 1,Mt .,,liD 

MO MO •••• 
260 i'O l,tlll 
10 1!10 eot 
eo 10 tO 
111 Ill 7110 

- ,. e ,Olt 

766 ,., ,.. 

1110 .00 :1 ,1100 
1110 

~ 1,M7 

1110 - ll,1t7 
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June 1 
9 

15 
16 
17 
19 

22 
29 

JUly 6 
13 
ro 
!!7 

AWlU&t 3 
10 
17 
2~ 

PU!! 1 

• 
(lD ailltOM ot 4o1lara) 

Bep11 ret1r111c tit\y a1U1011 -ltq .lprU 2?, ursl, tor •tcllt ..-. w 
1u:lto lli, 1~. 1De1ua1.,. 

Proee~tt aaturltloo Propoee4 u 11 lttllto 

PropoHd ' k!nety-~ Blllo 'fot&l 
Reur-llto Oatotuolua 

Rej!U].or Special .lloount llaturl \1 

1,De0 

100 IK) IK) Auc. 31 
100 IK) IK) Sept. ' ~ ~ u 100 

Spooi&l 100 
aaturity ~} o_o __ - - Reti.-Dt - !10 . 

2~ 1!10 1 ,1~ 

1!10 S<!pt. 21 
1~ 

1~ 28 11Kl 
1~ ~t. !I liK) 
liK) 12 11Kl 
1~ 19 

11Kl 
~ %6 

50 
~ lfOY, l! 

IK) 
~ 9 

IK) 
~ 16 

IK) 
~ t3 

IK) 
~ 30 

~ !)eO, 7 

~ 1' 
1~ 2l. 
1~ !8 

1,1.110 
~ 1110 1,1~ 

1 ,!100 

403 
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l!>laocu at b oclDniDI of porlo4o : 

rt~DUI • • • •• •• • • •• • •••••••• • 
Qaaplo,..o\ true\ tu.A4 • • •••••••••• • 
0 . S. S61'1llcl \'IODd.l o . • o • o o • • • • •• • • • • 

Sale ot 'QOWI Pe4eral .. tloD&l 
MOr~ Aaaoolatloa •••• • • ••••••• 

Salo of no too c-41 tJ' cr.4l t Corp • • 
tr.IJJU.r1 bond• &:Del DO"tll ······ ······ 

Total onJ.hblo .............. 
! nendt '2!.!!.: 

r4ntr3 l ••• •• • •••••••• • •••·•••••••·•• 
tmer~tnoy •• ••••••••• • •••••••• ••••••• 
Interott oo publlo 4tb~ ••••• • ••••••• 
Special troDMOtlODIS ·········· ···· ·· 
Deb\ r.edelll\)tlcra.a • •••••••• • • • • •• • •••. 

'total l .speD411U!'el •••••• • • • •• 

Bslancta &\ tDd. of peri o4a : 

httt:~dit~~ opereU oa.a : 
,._••lll7 'bUll: 

Regulv •••••••••••••• • • • • ••••• • •••• 
Sptota.l •••••••••••••••• • ••• • •• • • • • • 

'l"H•IW'Y no\ta ···•·· ········ ···· ····· 

Atcotmta and Otpoalta 
ICa1 24 , 19M 

19. -
2 ,086 

370 
1111 
M 

r.s 
148 

2,'141 

325 
220 

9 
10 

210 

784 

1,960 

400 

-. 
400 

1UIIt 

1,960 

700 
40 
30 

~. '1'8S 

3.'10 
220 
170 

- 10 
030 

1 ,240 

1,045 

600 -118 

1,. 118 

lln'IIIt.D or cas ~ 

llu - Doc~. 19311 

( lA 111111ou of 4cilla .. ) 

AU4"0\ 

1,~~ 1,109 

300 410 
u 49 
30 25 

1,949 1 ,~ 

340 ~0 

P.25 235 
115 20 

- 0 00 
SUI 26S 

790 910 

1,1.&9 733 

1100 200 

ooo 2!10 

Sopteal>ol' Oc tober J'fO'ftllblt' Dtaabtl' fotal 

'733 1 ,670 1,~40 1,W ··* 
740 290 300 7!0 S,MO 
!2 lJI) 43 u liOt 

t5 :!5 25 40 -n 
ue 

1,000 - 1,1100 

2,&20 2 ,000 1,760 Z,:ltt 8,21111 

340 :\40 340 340 a,&to 

240 230 260 2'70 1 ,918 

1110 70 10 160 60t 

- 10 - 10 20 - 10 40 

!.eO 10 ll5 • 1,400 

11110 665 640 71111 '·"'' 
1,670 1,340 l,W 1,61, 1,614 

000 - lJI)O :,aeo -596 
033 1 ,64? 

896 000 
5153 "·"' 
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. 

ill! 
~uno 1 

8 
111 
15 
17 
18 
21 
19 

1ul)' 6 
lll 
80 
I!'J 

AU~ I\ 3 
10 
17 
24 

·-
PR0f09D ""' DY !IY, ~ MU 

( lJI a1Ulou ot 4ollaro) 

Ieee nun., n~,. llllll oll •*l:t AprU 2'7, 1931, tor t-ty-ou "'luo to 
S.pta'ber 1&, 1t38, laol.aolft 

lre-t Mti&1'1Uee Pl'o-e4 .... 1 ...... 

J'l'opo•4 Tvtol httre.ato Rl»tJ•Dio' Billa Out nUI41ac 
h.U• Speolal ......... , lie tur u,. 

~ 

100 Jlme 1 150 150 auc. :11 
7 lOO 1Ua• 8 1!0 1!0 Sept. 

100 15 1!0 150 14 
100 16 
100 1'J 

150 18 Spoolol 
1150 21 !50 100 11 MtuPll;)' 
1150 29 150 100 28 Reth·-t 

1150 2150 

1\llJ' s 150 100 Oat. 5 1.110 
l& 150 100 11 1150 

1&0 10 150 100 lt 
150 2'7 150 26 

Auau•t , 150 l!o'l, 2 10 
10 150 t 10 
17 150 16 10 
Z4 150 as 10 
Sl 10 150 

7 150 Dec. 7 Sept, 
u. u 150 
tl 100 

100 18 
A4dU1..,el 
ReUr-llte 

1,300 1150 800 1500 

1,&e0 

:) 
1,000 

5150 

100 
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PLAII Jfl 

Blll'II!A'!Z or Cl.3l PO!I'ltQI 

* Z- Deonf)er 1 1~~ee 

( lD llilliona ot dollar e) 

19::18 ._ :\me ~ Allf;ll.lt Septolllbar October WoY.aber Doc-.ar Tot al 

Ba1aneea ot bosilllli"C of por io4a: 2,086 1 , 9611 1,~ 1 ,~9 1,633 1 ,970 1 , 640 1,4111 1,086 

Reee12ta: 
'}eueral reYenue 

··········· ·· ~ '4······· _370 7110 :!150 410 740 290 :!150 710 ~.980 
1lDe~10)'1:1aDt truat tun4 .•••••• • • : • ••• • ..,,. eo 40 24 ~9 22 !0 411 u 309 
l'. s. SeTlnp boada .. .... ........•... . 30 30 30 ~ 211 211 211 40 f3ll 
Salo of not .. recleral JIAUolllll 

llortgap \ .. ooiation ····· ··· ········ 211 ~ 
Sale of 110toa C:O...Odi ty Credit Corp. .. 148 148 
Tr.,..oury boodo end not•• •····· ········ 1100 1100 1,000 
Treaaury billa •••••••••••• •••• •••••••• 2!!0 1110 \ 

Total OYatlsble ................... 2,749 2 , 781j 2,049 2 , 093 :1,720 E,!!OO 2 , 060 2,699 e.~ 

E!I!!M I tut'OO: 
Oen~rftl •.••.• • ••.••••••••.••.•.•.•••••• ~2!1 ~ 340 340 340 340 3<\0 340 2,6911 

?Jiergoncy 22!1 220 2211 !~ 240 2!!0 260 2'0 1, 9211 .............................. 
70 10 160 609 Intereat oD publlo debt 9 170 15 20 lllll •. ........ ..... 

!!0 - 10 - 10 !0 - 10 40 
Special tranHOtiona 111 - 10 ll ........ ..... ..... 

111 211 8110 
Debt redO"'PtlOI\0 210 430 llll 111 211 1!1 ..•...............•.. . 

Total oxpon4i~a ··• · ··•···· ··· ·· 786 1,140 690 660 7!!0 6El5 ~ 7811 6,119 

8ol011eea a\ and ot pot'loda ·············· l,HD 1,~ 1,3!19 1,633 1,970 1,640 1,~ 1,914 1,914 

Retundlne operation•: 
Tt'eoaut')' billa: 

500 2!!0 400 400 !100 400 ~.4110 
Regular .......•............. •. ...... 400 600 1110 
Sl)ooir.l ............................. 8IKl DH ~ 1, 647 

TTeaeury not•• • •• ••• • • ••••• •• ••• ••• • • • 618 

400 1 ,168 1100 2110 996 400 500 ~ 5,347 
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1938 
, u;;;- 8 

111 
16 
17 
18 

22 
29 

JUly 6 
13 
20 

!!? 
Auguot s 

lO 
17 
24 
S1 

i . ' 

. 
•• 

Preoeot .at urttl•• 

Regular S'pec1ol 

100 
100 

100 
100 
eo 

!eo 

1!10 
1!10 
1150 
1!10 
1110 

110 
110 
110 
110 
so 
so 

1,2110 2150 

PRCII'Oiml ~ Bill. W.9!l!W! 

( lA llllllou ot 4o1lu• ) 

IM41U> NUrl.JI« fit'Y lllU1cm "•kl7 April 27 , 1tll8, t<rr oi :r welto 
to 111M 1,, 193$, in01110lft 

"""' t or n .. -leo trca ;r.,.. u to 1\llJ 20, 1938, ino1uot .. 

Propoeed no• h.,•• 

Propo.od N1nety- D>J 9111• 
ReU~nto !few r:.alh 

uount N•tur1t7 

-
100 S<lpt. 7 
100 a 

100 S<lpt. 21 50 
100 28 150 
100 Oo t. II 150 
100 l2 150 
100 19 150 

!eo 

100 26 110 
I'OY. ! 50 100 

g 
50 100 

100 16 50 
100 23 50 
100 eo eo 
100 Deo. 7 

100 14 
100 21 
100 28 

2110 eoo 1,300 

1'Uit IU 

407 

'rotr.l 
Outatcd1~ 

1,ow 

..,1el 
aaturlty 2110 

1 ,2110 

Retl,....nt 2110 

1,000 

!!eploC-Dh 2110 
!In ..... 150 

1,300 
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lpl1. lRO 

B. o. told B. •· Jr., to-dar that there was a 
judgeship 1n WaahiDCtoD he was interested 1n gett1;Jc . 
a .M.Jr. has been tell1Dg OliphliDt that he will not use 
t he Tre&SUl'J' tor retor11 lle&aures and since he cannot 
do this sort of thing Oliphant wants to get out. 
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TREASURY DEPAfn'MENT 

IMTUI O,.,C:R CO.. .. U NU:.AT10N 

OATI 

TO 

Subj ect: 

Secretary Morgenthau 

Mr. Ha~ 
The Due ness Situation, week ending L!ay 28, 193g 

Conclusions 

(1) A further decline in worl d oocoodity y~~~P.s, due 
n&~tly to increasing sunplies but i n conso ~ii~d~:e:~r;~a~b:!l,~e,0~~~I~~-~~------~~ deflationary lntluences- arising trom t he c 
cert ainty, has provided the center or i nt er est i n t he busi­
ness situation t his week. Similar t o t he price decline which 
resulted trom the German invasi on or Austria it has been 
accompanied by a marked weakening i n s terlinS exchange. 
(Chart 1). In the cott on market a weakenine or t he I ndi an 
rupee in relation to sterline has been an additional deoressi ng 
int'luence. -

The decline in commoditY pricea 1a likely t o have soooe 
r e t arding ettect on business recover y through uns ettling busi­
ness sentiment o.nd causing a r educti on i n far m incomes. 

( 2) A reduction in steel prices t o correct yresent price 
disparities and encour~e demand in t he heavy industri es seems 
necessary t o make t he recovery progr o.m mor e tullY effect ive. 
The failure ot eteel and aut omobile prices to be brou~ht into 
line wlth lower l evels of cotl!lodltY nrices has apparently been 
a fact or or ol onging t he recessi on. Production i n i ndustries 
where pric es have been adJusted t o dellll\nd has shown l l!l!'rove­
ment , while the industries Wb ioh have f'alled to r educe orices 
continue to suf'ter rro~ low demand. Under price disparities 
made worse by recent declines in co~od1tY pr ices, the 
Government soending program will be handicapped, and i ts ef­
f ectivenees min1m1zed. An arr ttngement by wh1oh ~steel prices 
could, at least temporarilY, be r educed would be in line with 
the President ' s price etatemente . 
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secretary Worgentbau - 2 

Coiii:DOd1 ty priou, 

A further decline 1n commodity prices has been an out­
standing factor in this week' s businees developments, While 
the deol1ne has continued to affect chiefly those commodi­
ti es tor whioh ourrent or prospective &UP9lie& have recently 
been increasing, a general depressing etfeot on the commodity 
~r1oe level has been exerted by the crit ical developments in 
czeoboslovakia, with their at t endant influence in weakening 
exchange rates and causinG business hesitation abroad. The ' 
war s care oaused a drop in sterling to a new low for t he year, 

Further contributing to the def lati onary i nfluence of 
weakening forei gn currencies has been a decline in the Indian 
rut~ee i n relation t o the pound and dollar durinc; recent weeks. 
I t ~ad previously been maint ained at a stabl e r atio to the 
r.ound t or nearly three years . The decli ne in the rupee has 
weakened cotton prioes by i ncreas i ng t he co~etitive advan­
t ece or Indian over American cot ton, and ba s been a bearish 
fact or in the markets tor such pr oduct s as wheat and jute, 

Evidence ot the depres sing i nf luence of thece develop­
mente i s seen in a comparison between the trend of sterling 
exchange and the trend ot comnodi t y t utures prices. {Chart 1) , 
The decline in the two series ha s been almost parallel over 
the past s everal weeks, during t he t i me When the European 
ooliti oal situation has been growing more tense. This action 
i s clos ely oomoarable to t hat which aocoJ:roani ed the German 
i nvas i on ot Austria during !!arch {shown on the sllllle chart l • 
I t will be noted that the movements i n sterli ng have t ended 
to an t icipate the ~ovements i n co~odity pr i ces by one to two 

weeks , 
The t rends of comcodltY prices dallY duri nglUay, by ha e 

i bown i n Chart 2. \'lh1ls al groups v 
co~odity groups , 6 s k i t wi ll be noted that the chief 
t ended downward this wee • 8 week a ehs.rP out in 
decline has been in thef grtains. t ~e t coJmtodi ty 1!181'kete. 
copper pr1oes was t he ea ure o 

d clines ?r eclpl tated by 
Altho~ the recent pries ~f f orei gn currencies in 

cauae·a which led to a weakeningl ar elY 1n those commodities 
t er ms ot the dollar, batve ~~·~ ba~ become more unfavorable, 
for wbioh the supply s1 ua 0 s n of a number of i mportant 
it i s s1gnitioant that t hm1e pro~~~~1~djuetment with de~nd. 
commodities is finally co ng 

412 
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secretary ~rgenthau - 3 

In copper , for example, the recent increase in refined stocks 
was th~ smallest increase s ince l ast June. Taking fabri­
cators stocks into account , it 110uld appear that the produc­
tion and f i nal consumption of copper were ~ractically balanced 
i r. April, tor the first time in over a year. tlevertheless 
it i s doubted in cany quarters that prices have yet become' 
fully adJuEJted to the large available stocks. Rubber stocks 
neve expanded without interruption for several months, but 
the rate of increase has recently been nar rowi ng. The general 
decline in commodity prices has in it self been a strong factor 
tending toward reducing production of commodities in line 
v.•i th demand. 

A more favorable attitude toward commodi ty urices is 

413 

t • .:~en this cont h by the National Asaoci ntion of Purchasi ng 
,, ents, an organization bavi n;:; consi derable i nfluence on 
' r.dus t rial buying policies. \Thile continuing to advocate 
conservative buying, the chairman of the Business Survey 
Co~~1ttee of this organization says that 1 i t must be remember ed 
t hnt values have been worked to a low point in many i nstances, 
end that the early fall months may show i mprovement withi n 
the busi ness structure generally, in which event co~rod1ty 
nrices would rather ouickly reflect the turn of affaire.• 

The nresident of thl s association, in opening the annual 
convention at St. Loui& this Vleek, menti oned that purchasing 
e::ecutives are now • oreoaring fo:- the t i me v1hen demand wi ll 
overtake sup~ly and ourchases will have to be made. ~ome 
.lants are beginning to buy toea] because their inven.ori es 
r~e exhausted. uost ot the other s r.ill have to come i~to the 
onrket in cid-August or early Se~te~er at the latest. 

Tendi ng t o confirm this observation,, ~~,.~~~"a o~~~e 
renorted by the Amerio~ Rfdla~~~ ~~;~~~alf or l~Y (See 
sharp temporary upturn ur ng 6 •a.ue to o. gr outl of 
Chart J ) which the company expla~~:r: tor stock on the theory 
wholesalers who pl aced siza~~ 0 l ine bei ng 20 '!)ercent below 
that building materials 1nd 5 i n the early aut umn. Their 
1926 price levels, would o. l~c:111 by t hat t i me ·oe 1n full 
t heor y is that the Housi~11°strengthen 1n response to the 
effect and that nrioee w~ 
law ot' suoply and de~and. • 

d however the decline i n 
In the months Just ahes ' bSve som~ eftect in retarding 

commoditY prices iS likelY t~ ines£ sentiment and reducing 
recovery through unsettling us 
agricultural i ncomes. 
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Secretary Uorgenthau - ~ 

The situation in steel. 

No immediate improvement in steel buying has followed last 
~eek 1 s ar~ouncement ot unchanged pri ces, according to reoorts 
in trade Journals. r or the week preceding the an:1ouncement, 
U. 8. Steel orders were but sli ghtly up trom the or evtous week 
and eou1valent to about 2$ percent ot caoaoity. Steel oroduc- ' 
t1on has decreased 2 points this week to- 29 percent or capacity, 
rea9onding to the recent decline i n new orders . 

I t appears that steel producti on is now becoming closely 
geared t o new orders , whereas previously it had been running 
sooewhat below the orlers level. This i s significant in two 
important reepeots: (1) I t suggests that inventories or st eel 
comoan1es have been reduced to very near the point where new 
orders must be filled entirely from new production; (2) it 
~~oould indicate that any i:nproveoent in ne'lf orders wuld be 
reflected almost i mmediately in tte production rate. 

Under these conditions, data on new orders tor steel bave 
less forecasting value than at a time when untilled orders 
are large . At present they indicate the rnte or steel produc­
tion no more than a few weeks ahead, whereas l est summer a 
falling off in new order s forecast a decline in production 
several month s later , owing to the large backlog of unfilled 
orders which had first to be worked ott. 

On the surface the outlook tor a nearby i~rovement in 
steel orders aooear~ unprocising , with declining activity in 
t he automobile-and farm i mplement industries, li:tle pro~ect 
for an uoturn in railroad buying, and no icmed1~·e increase 
exoected. i n the buying ot construction steel. ~X?erience has 
indicated however, that the volume of steel orders can 1mnrove 
eharply aimoet overnight on anY i mprovement 1n busi ness sen-

timent . 

Lower prices ·needed ill keY 1ndustr1e s. 

1~ factors in the orescnt 
An examination or the under ,..~~te to the ra11ure of key 

low level of industrial activ1tYn~00r the maJor influences 
industries to r educe prices ~~ might otherwise have been e 
whioh has tended to pr olong d volwne ot buying in these in­
minor recession. An increase eta and automobiles, seems 
dustries notablY in steel produt tor business 1moroveoent at 
clearly to be a maJor require~~~ues to be ryoetponed ceceuoe 
this Juncture, yet buyi ng ~~nto conform with lower levels of 
pr1oee have not beeniredu~d reduced demand. 
general ooomoditY or oes 
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( Secretary ~orgenthau _ 5 

Certain facts stand out situati on: in the present steel price 

1 . 

2 . 

3· 

14-. 

5· 

6. 

Steel is the key ind t moat icportant indus~;i~' representing the 
affecting demand i n a n ~oup and i ndirectly um r of other industries. 

~~~e s~~: and i :nportance of the steel industry 
steel companies a public responsibility, 

The further decline i ~takes the steel prioend~~;m~~~~Ye~~~c:~r~:o~~Y 
was a month ago. 

~v1ernment spending under present conditions would 
e ess effective, and a larger amount 110u1~ · 

needed. ~ oe 

If price di sparities continue there may be no 
follow-through in the hea~J i~dustries of the 
recovery eJMected next fall . 

A reduction in steel prices .would be in line vtith 
t he President ' s pr ice etatement . 

That high prices in the steel and automobile induetriea 
have tended to depress business activity nnd prolong the 
recession i s sugcested by the fact t hat i n a number of other 
in~ustries, where prices have been adjusted to the reduced 
demand, production haS t ended to i at;l•ove . !lot1ceable i tmrove­
ment has occurred in the production. of cotton, wool , &nd.eilk 
goods , and of boots and shoes, though nroduction recentlY baa 
fallen off somewhat under the handicap of continued low pay­
rolls and employment in the rigid-price industries . A co~ar­
i son of production in the industries mentioned with that in 
the automobile and st oel industries i s shown in Chart ~ . 

415 

It a~~ears doubtful that any large-sonle industrial buy­
ing can be- eXPected until the stool price problem i s settled, 
&ince eteel cor.JumCr6 will continue to hold the1r puroha&SS 
to a m1n1oum on tbe belief that ~lees eventunllY will be re­
duced. tlo beavy volume of autooobile ourohases can be l ooked 
for so long as new car prices re:nr.ln b1gh in co!ll!)&ol'1son w1 th 
prices of other oonsumer goods . If the prosent d1spar1tY con­
tinues a recovery in bueiness tblB tall maY be no oore than a suppre~sed recovery, largelY in the non- durable goods indu stries. 
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( Secretary WOrgenthau - 6 

( 

The etteot ot price disparities in retarding business is 
especially pronounced in the case ot steel. The size or this 
i~duetry and the number of other industries directly or indirectly 
dependent UPOn it tor their activity charge it with a grave 
national responsibility. Since the steel compani es, labor, 
and the Government have common interoeta in stimulating in­
creased activity and employment in this industry, it 9/0uld 
seem possible that through mutual concessione some arrange-
~ent could be arrived at by means ot which steel prices could 
at least temporarily be reduced. lle91epnpcr com:nen! llD.s sug­
gested that labor leaders might be receptive to such an arrange­
ment, though they probably could not ini t i ate it. Such uction 
would be very definitely 1n line wlth the President ' s price 
state~ents. A substanti al cut in steel prices, recognized by 
buyers as of a temporary nature, should have more effect on 
steel buying than any aoall reduction ~a1cb the steel co~anies 
might make independently. 

Attachments 

Regraded Uclassified



;oc,.LA-1 
, ,, !"OiiiiiD 
1ftl l.l llll 

s ... 

S.Ol 

2 -I II 23 ... 

I ~ 

I'QIIIt..lolo.., .. I IJ ~ 

I& 1\ 

6 

.. _ , I 20 71 , •• 
.,. .. ~.. ... 

17 .. lD ' , . l l .. 

I I v" f'\. .• ~ [r( 
V"V [l ~ v•terll ... 

h. 1\J _l _1 1 1\ 
-:c"\· . .. . "" rv ~ .oo! ~~.~ .. - ~ h ~- (\ /. 104- '26= 100 ~ 

~ lk U\ v ~ 
~ "" 

' - \ 
I \_./'1 1\ I 

\ 

••• 

.... 
1 

I\ I 1\ v 
4.!jl k-1 r 
.... I\. 
.... 1\ 
.... \ 

ll ... 
" •• .. 7 .. 

20 n l 10 
20 71 6 IJ ... 

6 2l .. 6 ll - ""'··--
..... l 

, 9 3 a 

-..... _, .. ... ,_., 
...... tJ._. ... ....... 

• 

• 

Chart 1 

-II • .. 

" •• » -

417 

'" .. ... 
» 

.. 

.. 

.. 
.. 
" 
.. 

.... .. 

Regraded Uclassified



l 

., oc-dtt7 aro.,. , .,._ ...... .., • 100 

a - I I I I I -
liS 

-----1 
·-

110 

I I I I I 

II AY 

IS 
I I J I I 

r-'"' 
~---..,.. ,.-., 

- / 

CO.I•ID l.at ,/ 

ll 
I I I I I 

·-,, 
...... 

_ __,. . .._.;-
~.L"CioAI OI 

lOS 
1-- \ "" ,\.. 

"""'"'/ 
100 

90 

TP tU.U ~ 

_ ._ . ..,...- 1- .-L.- .......... - ·- ·- ·- · ....... ·-90 

I I I I I IIIII 
n • 

- tl .. _,fl .. T-r 
.... 4 ..... -........ 

II I I I II II I 
IS l2 

WAY 

1 931 JU Nt 
ll 19 

I I I I II II I II II I I II I I 

I I I I I II II I I I I I I I II I 
~ s 12 19 

I 9 3 e JU H t 

I I I ... 
COlT 

llS 

120 

115 

110 

lOS 

100 

9S 

90 

IS 

90 

' I I 

0 

75 
fl 
.;l 
1\) 

,._10 ~ ...... 
Q) Regraded Uclassified



DOU.AAI 
TIIOUIMDI 

1. 100 

\,000 

900 

800 

700 

600 

sao 

400 

100 

0 

I t ) I 

J J A s 0 • D 
J , • A M 

lt l 7 
J J A S 0 I 0 J r w " • 

,11 1 111111 11 11 11 111 Ill Ill I'" " "" II 11 11 111 11 111111111111 II II I"' 11 111 11 Ill I ll=.:. 

1,100 

1,000 

900 

800 

' 
700 

600 

'r v-- sao 

J I \ 
400 

300 

200 

100 

"' 1,,, "' " I . 

lt J 7 

" I. "' II " .. " " "' "' "" "' "" ' " " 
J r •A• JJ AS O •D Jr • A W JJ A 

Ll . "" " ",, 

I t J I 
s 0 • 0 0 

I - 59 Regraded Uclassified



PRODUCTION IN IILIOTID INDUifllll 
liD to·- ... 

... , .. ...,, .. ,...., ...... , ............ 

• 

In 

• • t U I 

Chart 4 

420 

10 

• 

Regraded Uclassified



.. ... 

0 
EG 

SecrEtary of Stat£ • 
Washington. 

12, May 28, 1 p. m. 

CONFIDENTIAL . 

GRAY 

Bangkok 

DatEd May 281 1938 

REo 1d 8 :25 a. m. 

.. .• -¥9 

421 

I havL rEcEivEd a notE fr~ t hE MinistEr for 

ForEign Aff D.irs stating t h \\t th1· Si amEsE GovErnmmt 

desirEa to stll t o thE United StatEs its silvEr oo1ns 

no longEr in circulation. ThE silvEr contEnt of th£ 

coi ns amounts to 22 , 764 1 170 fin£ ouncEs which may bE 

1nortastd slightly but probably not morE than onE half 

of onE p Er crnt. ThE Sio.m£sE GovErnmEnt understands 

that thE UnitEd StatEs oovtrnmEnt buys lfilvtr i n thE 

opm markEt at 43 cmta ptr f i nE ouncE and wishES to 

knew what pricE thE Uni tEd States will offEr for th13 

sal Eo 
ThE SiamEsE Oovt rnmEnt wi shES to buy gold with t hr. 

prooEtds of t h E sal£, and would prEfEr to makE thE trans·· 

noti on a gold silvtr Exohllng£1 thE gold to bE ktpt in 

aaf£ custody or Eartnnrktd a t t h£ JI EW York FEdEral 

REsErVE Bank as was i n 193lo 
DEli VErY 
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• 2• #12, May 28, 1 p.m. f r om Bangkok 

DElivtry of s ilvEr at SEattlE or Ntw York could be 

madE in tour or fivE months. Dttaila or assay and othtr 

mattErs could bE arrangEd:. 

NEVILLE 

RR :CSB 

422 
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