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June 1, 19:58 

Dictated June 2, .1. 9:58 

Lowell Kellett and Mr. Gaston were at ar house 
last night (June 1) and Mr. Kellett said to Mr. Gaston, 
1Did I understand you to say tnat the President d1aav­
proved ot what Hopkins did in ooming out tor Wear1nT 
Gaaton replied, 1 No, what I aaid waa that the President 
had not approved Hopkine' ooming out t or Wearin.• Than 
Mr. Mellett said, 'I Juet oannot underetand it, beoauee 
tor 24 hours there wae all the aansuvering to get Bopkina 
to come out tor ll'ear1n. • 

1 

Regraded Uclassified



Hli.Tr: Well. Bello . 

Wednesday 
June 1, 1938 
9 :16 a.m. 

Operat or : Doctor Burgess. 

BMJr : Bello . 

w. Randol ph 
B4rges s 1 Oh, Bello, Henry. 

BMJr : Randolph ••• 

8 : Yes, sir . 

B.W'r: 

B: 

BMJr: 

8 : 

HIIJr I 

B: 

HIIJr : 

B: 

HMJr: 

B: 

IDIJ'r : 

8 : 

RMJ'r : 

B: 

Good morning . 

Yeah • 

As an afterthought ••• 

• • • I doubt whether I want t o see anybody b es1des 
yourself , DeYine, and the Di scount boys. 

I see . 

And I wanted t o get t o you I tell you - I -
for instance I'm called on the Hill every m:lnute 
or by the White Bouse f or this bill. I don 1 t 
want these people to come down here and not be 
able t o s ee them, do you see? 

Yes. Yes . 

And I t hought it I saw you f ellows - ah - saw you 
at one o ' clock, you see? 

Yeah. 

And then - ah - say Devine at three? 

Yeah. 

And - ah - you wouldn 1 t have to come down until 
tomorrow morning, it you wanted to . 

Yeah. I could take a morning train. 

Yeah. And Devine at three it he can get away. 
And then we can use the phone a little bit. 

Yeah. I t h ink that 1 s all right. 

2 

' 
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HlLTr: 

B: 

IDIJr: 

B: 

IIW'r: 

B: 

BW'r: 

B: 

B.MJr: 

e: 

RKJ'r: 

B: 

.Hl6Jr: 

B: 

RUJ'r: 

B: 

RWr: 

B: 

IIM.Jr: 

- 2 -

But • ••• 

You're prett,y well t i ed up and •• • • 

Well, I - ah - it ' s Just I don ' t want them to 
come here and now this - I'm waiting for a call 
now; Byrnes asked me to go on the Hill on this 
Recovery Bill. 

Yeah. 

Well , I can' t invite these people down and have 
them s itting around for a couple of hoQr~ and not 
see them. 

That ' s right. Yes. 

See? 

Well , I've talked t o all of them and I'll talk 
with t hem again - I can give you t heir reactions . 

Good. 
thing 
mind . 

Well, l at er on I' ll call you because the 
i s beginning to clear a l i ttle bit in DIY 

Well, I'll get these - the Discount boys for 
one o ' clock . 

Yes. 

And Devine for three ••• • 

That ' s r ight • 

And I'll come down and be there available when the 
Discount boys are ready or a little beforehand. 

That a boy. Tell them to bring their extra suit of -
pair of pants . 

(Laughs) All right. 

0. K. 

I 1 l1 bring one too. {Laughingly) 

All right. 

Thank you, Seney . 
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lDIJra Goo4b)re. 

Ba Goo4. Goodbye. 
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RE EXTENSION OF PACIFIC COAST INTERNAL 
REVENUE SET-UP 

June 1, 1938 . 
10: 30 a . m. 

Present: 

B. M.Jr: 

Magill: 

B. ili.Jr: 

Helvering : 

B. ll . Jr: 

Bel veri.ng: 

lilagill: 

Belvering: 

llagill: 

Bel\•ering: 

Uag111: 

Belvering: 

!.lag ill: 

H.M. Jr: 

Magill: 

Mr . !.lagill 
jlr . Belvering 

No...,, wha t ' s this t oday? 

This is the New York office . 

Oh. Haven't you settled that? 

<>aid we were going to settle it this morning. 

ilant to settle it for me, make life easy? 

I 1 ve pr epar ed a memorandum here; thought it would 
save time if you ' d read it. The meat of it i s all 
contained in the last paragraph . It's the write-up 
of t he r egular s et-up, same as we have in the 
Pacific division. 

As I get i t, this i s pr ecisely the s ame a s the 
Los Angeles •••• 

No, the Pacific division. 

••• as the Pacific division, with the geographical 
changes; but you want the settlements as to Board 
cases to go into effect on the first or August. 

90-day letter. 

90-day letter and Board cases. And t hen as to the 
settlement of other cases, go into effec t on the 
first of January - pr e-90-day cases - is tha t it? 

Yes . 

Mr . Belver ing spoke about it yesterday afternoon -
perhaps I might bring you up to date i n t hat wey -

Fine. 

•. - and said, as to these pre-90-day settlements 
which he wa s speaking about the other day, that he 
felt that there was a good deal of danger of this 

5 
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New York unit bogging down if they were given 
co~plete authority, which the Pacific Coast unit 
has, as of August 1 - a tre~endous amount of Board 
stuff up there, and they will have, he thinks, all 
they can do t o get that in hand between the f i rst 
of August and the first of the year. That ' s the 
essence of it, i sn' t i t? 

s 

Helvering: Yes. 

Magill: I said to him yesterday I thought he was the bes t 
Judge of tha t type of situation. 

H.M. Jr: That ' s right. 

Kagill: And tha t it t ha t seemed to be the econo~cal way to 
do, why, I was - efficient way to do, I ' m inclined 
to go ahead , because we certainly - this New York 
business is certainly one of the toughest nuts, and 
we want to do it right. 

B.M. Jr: That ' s right, got to do it right . Now let 
a l ook at this thing. (Reads portions of memora:na1wnJ 

Yagill: 

l:! .W. Jr: 

l:!elvering : 

Yagill: 

l:!elver i ng : 

H.M. Jr : 

l:!elvering : 

B. Y.Jr: 

Well, what do you think? 

I'm inclined to think this is the best way to do i t . 

Well, let me ask you this . By J a nuary first , what 
will be t he difference between t his and Los Angeles? 

After January f irst, there won't •••• 

Be- Just the same after January .first. 

Well, Los. Angeles, of course, is a pa.rt of the 
Pacific division. This will be Just exactly aa 
the Pacific division tor the three offices in New 
York and the offi ce in Buffalo . 

Will it include Buffalo? 

Yes, the whole state of New York. 

Let's put it this way. What will be the difference 
betwe en the New York division and the Paoi .tic division 
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after January first? 

Belvering: Not a particle. 

H.ll. Jr: You're going to handle both the estates aDd gift? 

Helvering : Yes. Everything will go the same . 

H. l.oi.Jr: 

l.lagill: 

H.Y. . Jr: 

llagill: 

B.II.Jr: 

llo.gill: 

H.M.Jr: 

llagill: 

Helvering: 

!lag ill: 

B.li.Jr: 

llagill: 

H. II.Jr: 

but you ' ve just spread it over nine months. 

Over a period !rom August 1 to January 1 . 

You haven ' t initialed this? 

No, I haven't even seen it. 

I 1 11 tell you, just to show you - even the Commissioner 
hasn ' t signed it- I ' ll sign t"irst and we'll do it 
backwards, how' s that? 

lhat1 s tair enough. 

I don ' t know- he comes over here ••• 

I 'm quite willing to take it on Guy ' s say-so that 
it's the same a s Pacific division. 

Well, there's just one change, and that's that little 
e500 item that we - in the Pacific divisi on, on 
account or the long distance between the Utah aDd 
Seattle offices, we allowed the boys out there to 
take the little $500 cases and settle them, and on 
this we 're holding them all in the central headquar­
ters. That's the only change in the whole thing, which 
is an immaterial change. 

Yes . 

Is that all? 

I think that's all . 

I•ve got two or three questions I 1d like to ask you 
if you ' ve got time. 

I g>t time. 
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Magi.ll: 

Helvering: 

!lagill: 

Helvering: 

!lag ill: 

B.M.Jr: 

Magill: 

B.ll.Jr: 

-4-

Bow about Chicago, GUT? We talked - spoke about 
that once . 

Well, I think w~ can go ahead on this . I don't 
see why we can't go ahead as far as these - the 
board and these 90-day letters, Just as f ast as 

8 

we can. I don ' t think there is any question about 
that part of it. 

You don't? 

Oh no. 

That ' s the big batch of their work. 

Is it 90- day letter s? 

The stuff after it gets into the 90-day stage. 

Hhat do you suggest f or Chicago? 

Belvering : Well, I think we can go ahead and get t hat set up \ 
just as soon as we get this set up. " 

H.M.Jr: Will you fix me up a letter, do Chicago on the same 
basis? Instead of starting September l •••• 

Helvering: Well , I ' d like to talk it over with Marrs and Graves 
and see i f it can be ready or not. 

!.lag1ll: We want to be very sure we ' ve got the r ight per sonnel. 

B. loi.Jr: .. ill you do that next? And I appreciate the spirit 
in which you have approached this, if I may say so. 

Helver1ng: Well, I think this will work out. 

H. lo! . Jr: 

Magill : 

H.I4. Jr: 

(Banding Helvering a letter) An anonymous letter . 

I think this is fine. 

I think it' s fine . OUT ouiht t o know this business, 
1 mean - but I think i f we could carry Chicago along 
at the same tioe ••• 

Just stick it in your pocket. I mean - I mean if 
they' r e dunning people wno are on relief, it's kind 
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or ad.di ll& insult to inJury. 

Belvering: Yea . 

a .K.Jr: I mean it's a letter from somebody who is on relief -
being d.unned tor his income taxes . 

Belvering : 

Magill: 
~ .. 

Belvering: 

Magill: 

Belvering: 

B.U. Jr: 

llagill: 

H.K.Jr: 

llagill: 

Helvering: 

Magill: 

H. K. Jr: 

Well, have you aeyi;hing on :your lUnd other than ••• 

Well, I want to mention this. This can' t be a 
success unless we make some arrangemen t with the 
Board. 

Oh, I'm glad you mentioned that . I was goi na to 
mention that too. 

Because we ' ve got to have 1n Jew York ai und.erstand1ng 
with the Board or Tax Appeals that they re goinc to 
set up at least two members there with a stead:y 
attendance of their dockets, anyhow as early as 
September first , tor the end or the year - perhaps 
August 15 . 

Guy tells me that they ' ve got $250,000 , 000 in Board 
of Tax Appe~ls cases right there in New York . 

And we ought to have Board members sitting the :rear 
r ound . 

How about writing them a letter? What? How about 
having a meeting with them, or how about you two 
fellows seeing them? 

I think that ' s what we ought to do, don' t you? Ot 
course, we ' re in a little ditticul~there on account 
ot the fact that we normally see the Chairman, and 
that's Arundell , and you know that situation. 

When does his term expire? 

:!.omorrow. 

Be goes otr pay the end ot the day. 

And he loses his chairmanship . 

(On White House phone) Is lr. Jaaes Rooeevelt back? 
Please. 
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Magill: 

Helvering: 

.B .!.I.Jr: 

-6-

Tonight is the deadline? 
would 

Well, the nominations/have to be sent up today, 
wouldn't they? 

:o 

Have to be confirmed today, or else they go, under 
the l aw, off the payroll . 

They have t o be confirmed .... 
Helvering: Have to take their oa th. 

B. li . J r: (On Nhite House phone) Hello, Jimmy, bow are you? 
Jimmy, for the past month or six weeks, your father 
and ~ have been corresponding about these f our 
members of the Board of Tax Appeals who go off t he 
payroll tonight. And unless there is some awfUlly 
good reason, for his own sake, see, t hose boys ought 
to be - be ought to take acti on today . A.nd they ' ve 
got to be confiimed today or else t hey go off t he 
payr oll . Now, mean ••• 

(Aside t o Helvering) They do go off the payroll? "' 

Belvering: Yes , if they 're not confirmed . 

H.!.!.Jr: (On VI . H. phone) Guy Helvering is sitting in here 
in my office . 

Helvering : They don ' t bold over . 

B. bi . Jr: (on w.a. phone) They don't - they can bear because 
t bis telephone is so loud; they both shake their heads 
and say if they are not confirmed t oday, they go off 
the payroll . 

Belvering: That's right. 

H.M .Jr: (On \'I.H. phone) I f they are not confirmed . Both 
Kagill and Helvering are here, and they say if they 
are not confirmed by today, they go off the payroll . 
And there isn't - I mean if I may say so, there is 
no reason tha t 1 know of • • • • Well, there are 
three which be i s , see? So i f be ' s going to r eappoint 
three, let's do it today, and it doesn' t leave a bad 
t aste in everybody ' s mouth. 

Roosevelt: All right , sir, I'll call h1lll up r:~«ht awa:y. 
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Roosevelt: 

H.li.Jr: 
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(On W.B. pnone) Well, ne may not - well, I doubt if 
be knows tbat if ne doesn't ao•e thls mornina, tllat 
they go ott tne payroll tonight. 

All rignt, Mr. Korgentbaui I 1 ll check witn nim in 
Just a second and I ' ll cs l you back. 

(on W.B. phone) Tnank you. I 1d appreci ate it . 

(Conversation ended) 

Helverina : TQat law specifically states tbat the tera ends. 
I~ isn't like most offices. 

B.K. Jr: Oh, I ' m- welt, I don't want to talk, but •• •• 

Christ, I've bad t his letter to Senator Adaas which 
the President wanted to go on the R1ll last night, 
and at 9:15 Aubrey Williams calls up - "The President 
can' t find the letter. Wny didn' t you send it to 
him?" 

I talked to Yiss LeBand, said we let~ it there 4:30 . 

So she said, "Well, it's in his basket• -she says 
to me at 9:30. 

Kac calls up this morni~ and asks Forster, •Bas 
the President signed it? 

"Oh yes, he sent it up last night to Senator Adams. " 

Calls up Senator Adams, did be get it? "What letter 
you talking about? I didn't get anT letter . • 

So to save argument Mac had it written all over again 
and he ' s over there now. And this is on the relief 
bill, to give the President sufficient authority to 
transfer funds so tbat be won't nave to call Congress 
back, and we have only - it 1 s a matter of minutes, 
because these fellows are going to leave. I ' • 
supposed to go up on the Bill with Wallace and Aubrey 
Williams and Berlew and llllllte a fight . I told Aubr8)' 
Williams - he called me at 7: 30 - "I ' m not goina up 
there until the President signs the letter . " 

Be said, 110h, that 1 a all riaht, it' s been aigae4.• 

So I said, 11Wben I lalow Adaas got it, then I'll 
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t alk to you." 

This is all in tile family . But I mean I Just want 
to - I don't •ant you to think always it' s so easy . 

And for your own information, that speech wllicll tile 
President gave down at Arthurdale on t axes - Magill 
and I never saw it or llad anything to do with it. 
I Just want you to know that. 

I'm tickled to death with this. If you can do 
Chicago - and this fellow' s leaving town Friday for 
a month? 

Magill: Well, I imagine leaving on Uonday. 

H.!A. Jr: Well, 1t it isn' t ruslling you too much, if you could 
clean it up before you left - will you be here Monday? 

' Magill: I can come down llonday . 

H.M.Jr : It's not necessary. I should think - is it r ushing 
you too much - will it? 

Helvering : Well, it's a pretty big unit. 

H.U. Jr: Well , I 1m here . No, I'm here . Let's put it on the 
calendar that you (Helvering) and I will clean it up 
next week, .between now and the 11th of June. Huh? 
That 1 s Saturday a week. 

Helvering : Oil well, we can do that . 

H. IJ .Jr: That doesn't rush you t oo much. 

Helvering: No. 

H.~.Jr: Because I appreciate t hat. 

llagill :. 

Did you (reporter) hear Jimmy Roosevelt say Ills 
father ' s not going to appoint one of the four? He 
sai d his f ather 's not going to appoint one of the 
four . So I said I didn't know about that. 

That would evidently be Tyson. Arundell, Tyson, 
llcKern, and Opper are the four. 
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BelveriDC I McKern, Opper, aDd Arundell - there wouldD1 t be 
any question about llcXern and Opper; Just put thea 
oYer. 

B.li.Jr: No, it's Tyson. 

Well, anyway, that's t bat. 
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8Pjoat to r•l' .,pnn1, tllllt ...,...._. .. _. JIII'IMotln 

hlaa tMal't~alldU -- .. a..-t~aa of taz •- OI'Satac 
s.a tlla ans .. tit all !Atonal .. , a• .._... ta ell .. auua 
tllo ftdo of •• Ton. 

1. lftoott•• ...._n l, 11•, a ti't'UII• at tllo !M'-la.l 

statt t1t t110 o •oat.••• emu wtU ~· .. ...,ullla& -...s... 
tllo atab of ... Taa. It wtU h laloea u tiiO ... Terll M't'tatea 

of t11a 'lllaasoal ektf (lllant..n. nhnal to u tllla lhtt 

Dindoa) . It wtll -s• tit • ..... toM ... 1 ... tal ~ tllllt 

c-saataaol', ..& ••• taellat .... -"'--'-• -..&tna, ..& •l•u 
u .. 'M -•001'7· It wtll.-tona lk taUoa aAW tllo 0-

maot-•a .,.mal• ......_ tllo a.a& of tllo 'llla'-loal et.tt, 
.,._ <11 xaw .,, •· -. etett Dtn.t• wtu ..saa~a 

at•ld• ~- at •• Ton, ... Ton, wta ,.._. otrs­

ot ..- otlllw JlM• 111 as. •• t1 nwtoa • ta tllo ,..& t 

of tlla C '•d-1' ~ ~ al't'ta•lo. 

I . (a ) tlllo aea& of tlla lhtt Dl't'talM wUl - lulftlJ ,...,. 

JWeat •• o $ .. ._sa t11a ._._.aut• tit .... 1'01 s-, 
prottte, aauw _. 11tt ta UdU.lt'J , ..,..,,. 1r ,.,._ 01r ~ 

tllo 1-• of a oktlr'"7 antao tit ~tat.ar) ta all ••• 

onctaattac ta •• otttoo tit 1a7 Ia'~ .,, s ..... , ta CIIVCIO 

111-I.MNow• ......... ta ft1olll .. ·~OJ'· ..._ t1aall7 ~ 
toatal t11a JNllwiMI'J •na •ant• ot u•Utt'J .... ~ tllot 

ottto•, _.,,lac -• la tllo ,....eo-.., aktlra la *loll \llo 

s,.etol ..... ta 0 
.. 01' •• Ia'-1 ... • APat Sa ,. .. 

lila• r a1 ntw!Ml noa-U.a: ......u.e, t11at tllo aktt 

lllnd• lllall aot ollw!Mk tM .. ~ fnall w ••Uco•• 
.-J,\7 la 1a7 - 1a tllo -•allal to-.., na..,., w tllo ,....to-t?IJ 

ateaa, _.,, wttll t110 oo~o or •• staalol .....- Sa ~ 
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(~) t!llo ._. of a. Staff Dtrtaloa wW al.- llno • ­

da~n •tMn'F te aotua ~ nl,.laUoa all - .__. .. 
~7 tM Ualt .. SMMil -..rt ot 'J'u .&ppeal.ll ul nt t• Vial 
.. ~ JlMO wt•t.a .. Wrl'-7 eo1111Pftll1 .... ~,., ... 
of •• •• yea Dt91doa of tllo ~llal. Staff: JII'Ortlell, 
Blat lie a.u _. ..._ or .. pwo a nt.U.Uoa t• --"1-t 
la _, .,.liaR .. - _.,. W'ltll tllo -IUJ'- of tllo CO..al 
tor tllo staff Dhhloa r.r~ .. 1o Mlow. 

:1. J. ropno•tatlYo ot tllo Cb.lllt e-el ot .. liuMa .r 
at ... el •••-• wlll ~ .... , ...... c-al tor tile staff 
DlYhloa, wltll oiiA local ... OlflrlOel ... ututa M -· _, .... l&iJ'Ilo 
lllo 111\loo Will ~o ptlrfonMI Ull• \M a••el •porrSaoa of 
\M Clllot C-ol· Bo W'1ll .en.a tM .... ot .. 8\att DtW'le1oa, 
apoa ,..,...,, apoa local qaootl- edoial 1a tllo ••o.n.tua 
ot ••-· prottte, ootate u1 aln hz lllllllll'F. Bo nll 111-
YlllO •-• B ... ot tlla s taff DlYldoa alM wttll roopoot to .., 
pJ'OpoMI llOUl-t ot a look.-ell -. Bo rill PI'WPG'O -••• 
to pottu- tllell ntll tllo IIOUI of tllz APJIIal.ll , ooptoo of '11111•­
rill M ~ IUa ~ tM Cllht C-el, ta - OJ'SciMtl.a& 
ta tM ottllloo of •-• IatflrMl ..,. _ _.. .. t.a CMJ'p MrOlaMoft 
..at .... ; _. llo rill U.o ael•ln • ..._,., to rOJii-a\ tllo 
c~ .. toa.r la tllo lot- htoro .. Bout of ..... oot tor 
lleorl .. ritllt.a tllo t•rUoliel jwtollotloa ot tllo staff D191atoa, 
llat lie dell .ot etlpalato ~otoro tllo leU'I tor tllo onu-t ot 
U17 oMo -opt wltll tllo lfiPJ'OYel ot no IIM4 ot tllo staff DtYiatoa. 
!llo co .. oel tor tllo s 'att DlYlllloa rill •-ldor ill _,... 
pn,arell ta tllo s taff Dtrtaloa ltJ'Ootl• tllo to•- of otowtoz7 
aottooo ot letlol eMT prl• to tiler lf'PI'ftol ~7 tllo IIM4 of tllo 
Dlrtaloa, ul rill ellruo b.1a la a11r-- OMo ...... la C-1•• 
Ja ..... tile , .. ,.... Wlol.q OJ' ~ WIOJ' OJ' •ollor UftolOM)" 
oooall --ahll7 'llo lilt_..._,.. oppMl to .. lelll'l. Bo wlll 
a1ao .a •* -..e-u- .. -· .,. •- .an-•1• .. to tllo t~~na 
ul ooatat ot tllo pro,.... nawtft7 MUoo la _, -- -· 
to 1-. tMt .... •tlM Will pro911o a ....a 'IIM1o m lot-
nooall * o ... 'llo appoelot. 

•· .. notoaq ouoo nu 'llo ll_., .. ta •• ottlllo of tM 
Ia'-1 lew- .t.aat b Cllup 1a _...... 1 W'ltll tllo ,...n.l­
ot tllo Im~ ..-.- .... ,, •• •• ~~ unn.u-, 
onopt la tllo followt .. portloal.ons 

(a) J:Dopt 1a tr..a •- la •IIIlo- proo-tt• to 
_ _,lot.a, •• :tatflrMl ... ...., ta Cllup nu 
-- ....... to tllo tup..-r• ~ ftlbtenl JJOll ... 
pnllrJlauT Mtlllo of lotlolOMT 1a all lM-, JJ"OfUa 
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........ ._- utst .. nata...- tan-.n.a. 
_... ..... _.laaUatnta-sadMillila 
etn .. s. anew !IF u. ...._ • ... a...­
nas. ·-u- Ia _, -• •- -. 'ntll'• ._ -' .............. ~ .. , .. ., . 
na~ nata •• u. .U....IIr a6Jol,. ..... IF 
... u •• tlla la'--1 .. • APa' , ........ , ...... 
tau.. .. at tlla Pl!'e"W"IF •""· nll ,_ a. 
ate'-MJF ... taa <II Wtd-F &a tile p~l'i~ t-

( ~) IJa.., ·- -- .. '-14• ftl•. Jfttln alt. aa ,. .. ,... 1 Mtlea <II Wht~ ., ... u 
a wilt•-· tile x•~ •• a _. &a" , .. au .,_ .. u. u.- sa aa u.-• ., a.,...-' _. 
Mttf:r tM ta:q~ at lite a_._._, U a aer 1 t 
1e ... l'a ....... W11l ~. .... , ......... . 
al ____ et •• -· .... (1) .. _ ....... ...., 
...... at Mild....,, 81' (I) *1M tM tGJ14W a.t -
noa•-* u.- nu" ...rsnet w aa S(IPlf'OJW'iata 
atnaa or -. •'-" Dtnet• ~ Mu& .. , lid u.. 1a aa 
·-a ot -- • ..., ...... atate~ -~- et • 
net.., nu ~· atl .. at •• -.lntt• eta .,..,n .. 
·-· Ia *'• la"- --••• Ild.-.1 •• • ...... la CJaup nll ls•• a. at.-toi'J' Mttea ..- tile ..._ 
~·· tatlaa w nqaen a 11eu1J1c Hra'a aa atatt 
Dl'ftetoa wttllta tile ti• epasl~. 

(a) Ia _, ••• •- tile MxPIIJ81' tllw a ,.,...., 
.... ---· a. lieU, -· ........ .., mt, .. Ia-'--1 •• aa _.., sa a .. ..au .... , t11s ,..,.,_ 
et .... a~l-, .net .. ~ ....... l'aqUISt .. 
-• ..au ~a ntsnet w tile .. ,...,.. • ._ •Uta• et a. 
atatt Dt'fida t• -.sa.. "'"' t11at la a. •-• et 
..- a J!IQ apt a. n•MI'J' -'.1•• at Wid_,. W11l M 
.. u .. at a. -.&nu• at a .,.e~n .. tt.a. !Ills Jlltea.1 
..._ ...... Ia 'II p nll ~- tlla ... Wtoi'J' MtlM 
.,,_ •• MxJWIW •a ret-. to ~ a llau&Ji& Wwa 
•• atett Dt'fta&• wta&a a. tiM a,.atn.., 
D. as ,. ........ r.l' ua•ll .. atw_w_. - w&U M 

. ' 

tile •- u tllet prweriW &a tile ,_ .. , .. ,_..,.,. w&tll ftl.ata• 
-. .. tlel~ taw, -?(It tllat •• Jftl~ •Uaa wt11 lilt­a. .....,_ .... , u 11a r.u. • .. ,.,_ • ,. ..... nasa a 
apaslttet u.. tu tat.-! •• • a A.-a sa e ., nu •r ' 
to •• c..&aaleMI' a. lw a at a •••ttn•• at ••=--• 
1a tile -* ...... la sat• Jftl'wf•JF .nt- U a. ta&Ji4W 
failll .. I ;a .. to tile ..-''wf J 8ftbe, tM Ialw 1 ... a 
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(a) Owtlf7 a Mila~ w .. CeUMtul!r la 
-....a.,._.r co en-· 

(a) tJ a tta - w t111e -- r. .. c••• 
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I E I 0 R A N D U I 

June 1, 19.38 . 
10: 51' a . 11 . 

Mr . J ames Roosevelt cal~ed me at ten minutes of 
eleven and said he had talked to the Pres i dent about 
sending up the reappointment of the members of the Board 
of Tax Appeals, and the President said be wasn ' t going to 
do anythi ng t oday; that these were his appointees and it 
·would be Jus t too damn bad if they had to go without their 
salary for five or six days, and tha t he hadn 1 t made up his 
mind a bout any of them. 

And then I asked llr. James Roosevelt if the President 
had signed the letter t o Senator Adams . He said he had 
signed it at 9 o'clock this morning, I said tna t my under­
standing through Aubrey ~illiams was that the President 
wanted Aubrey Williams, Berlew, Wallace, and myself to go 
up on the Hi ll in connecti on with this letter, b~t that I 
didn ' t propose to go up until the President saw us and told 
us specif ically what he wanted us to do on t he Hill. llr. \ 
James Roosevelt said he ' d see his father when he got an "-.. 
opport unity and would telephone back what the answer was . 

H.!i. JR . 
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RE UELLON TAX CASE June 1, 1938. 
ll :OO a . m. 

Present: 

H. IJ . Jr: 

Oliphant: 

Magill : 

Oliphant: 

:Aagill : 

Oliphant : 

Idagill : 

li .M. J r: 

Magill: 

H. !i . Jr : 

~.lag ill: 

Yr. Magill 
Mr. Oliphant 
l.!r . lielvering 
Mr . Wenchel 
lir. Sbear er 

Well , who 1 s teacher? ... 
Magill. 

'lfhy aren • t you? 

Oh, I ha ve other paper s . 

This is tne l egal department. 

Well , the situati on on this , as it was put up to 
oe, is this . The Soar d , as you will recall, f ound 
certain points 1n f avor of tbe Governnent, some 
points in f avor of Yr . Mellon. The opinion of the 
Board i s '{Uite confusing . On some of the ma jor 
points the Board split 3 to 7; on other potnts I 
believe t hey wer e unanimous . And the opinions, 
bot h the majority and minority, are not very clear . 
I t 1 s a difficult case for a lawyer to under stand 
really wnat t he vourt Nas trying to do . 

But anyNay, the deficiency, as found by t he Boar d , 
is a little over $400, 000 . If we should win every­
tning thl'. t we thought \Ve might, we .rould get about 
a million dollars - little over a million. 

This is Andrew Mellon ' s case a lone . 

'.Chis i s Andr ev1• s case alone. 

You' d collect ho•w much? 

If we won everything, we 1d collect a million. The 
Board has f ound 1n our f a vor for four hundred thou-
sand . Now, we have ... 
'!hen there ' s a di fference -we think we ' re entitled 
to six hundr ed thousand more. 

I t 1 s better t han six hundred thousand. 
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Now, as I understand it, some of the points that 
were asserted and that I believe were involved in 
the million, are points t hat we think ar e not very 
good - i sn't that true - and t hat we have not got 
very much hope of winning them at aQY time; but there 
ls a reasonable possibility of winning considerably 
more than what we did before the Board. 

So that, looking a t it from a l awyer's point of 
view, there would be two rea sons for an appeal 
in the case. First, tha t we ' ve got a series of 
complicated legal questions whi ch are involved 
in other cases of other stockholders t hat were 
invol ved in these same tra.nsactions and s t ockholders 
in otber cases completely distinct; and t hese legal 
questions we would like to have settled . And t hen, 
secondly, there is so much money involved here t hat 
normally either the Government or a priva te client 
would appeal, because Re don't want to have i t rest 
merely with t he board . 

Now, I inquired from Mr . Shear er along these l ines 
as to what the chances are of losing some of this 
four hundred thousand if we t ake it up on an appeal, 
and Shearer says that this four hundred thousand 
might be chiseled down to a bout three hundred fifty 
thousand. 

Hot on our appeal, Mr . Magill . The t axpayer bas 
said that if we a ppeal he ' s going to appeal too. 

Dut I wasn't thinking of tha t technical point, but 
t nat, as I understood you, weighing the probabilities 
as the trial lawyer, your view is that this four 
hundred thousand might be knocked down to three 
hundred fifty t housand but there is very l1 ttle 
chance of its being knocked below that . 

That' s right. 

In other words, the risk t hat we run on appeal is 
comparativel y slight, in view of the size of the 
case. On the other hand, we have a good chance of 
getting considerably mor e tha n the four hundred 
thousand. 

Now, the case then is one which in the ordinary 

• 
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Magill: 

B.M.Jr: 

o\enchel: 

Shearer: 

"enchel : 

Shearer : 

B.M.Jr: 

Shear er : 

li .M.Jr: 

22 

-3-

course we would appeal if it were John Renr1 
Smith and otherwise the same facts and questi ons 
of law were involved. 

Now, Ur . Frank Bogan, who r epresents Kr , Mellon, 
comes around and says tha t be will pa7 the 14~0,000 
wllich the Board has found and he will pa7 wba t . is 
due in the other cases involving R. B. llellon antl 
WcClintock and some of the other stockholders of 
the company that were in the same transactions. 
Be will pay those amounts too 1f the thing oan b•l 
settled at this point . The tot al payment would he 
something in excess of t wo million dollars, aa I 
understa rxl i t. 

dence, the questi on at tne moment is whether we 
will proceed with the appeal or whether we will 
take the two million dollar s and quit. 

~uit on all four cases . 

Yes. 

But if we won, how much could we win on al l f our 
cases? 

Six million. 

Not tha t mucb. Be about tbree and a half ~1llion 
on the f our oases . 

•nat' s right. llcClintook and llarshall don't •• •• 

About three and a ha lf million on the four oases, 
if we won all points. 

'ol'hat do you think the chances of wi nning are? 

The principal point, Yr. Secr etary, i s a l aw 
point t ha t we urged before the Board and the Board 
itself split 8 to 7 on it, so that, while I tbi~ 
i t i s perfectly sound, we perhaps have onl7 about 
a 50-50 cbance of getti ng the Court t o r everae on 
i t. 

But on tha t one point, if we got a f avorable one , 
could we get three and o half million? 

• 

' 
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Shearer• There is a subsicliar)" point to that wbieh bas to 
do with the question or the rata ot tax, whether 
the surtax rate ot 20 percent ot 12t percent. 
Tbat point was not dlacuued 1D the Board' 1 
opinion. Our ottice rulinge are to ~e etteot 
that it should be the 20 percent. the 20 percent 
would build it up to the three and a balt llillion, 
but the 12i percent would leave it very auch lower 
tban that . 

H.ll.Jra Onless rq ae1110ry is weakening1 which it may be, 
1 thought you tellowa bad tbla question up once 
before, whether we should appeal; I thought lt 
was settled . . 

Oliphant: We have never tinallf cheeked it with you. 

Ma&ill: We have spoken about it !rom tiae to time. 

B.M.Jra Better look up the record. 

Oliphant: At one time you said you wanted to discuss it with 
me before any action wu taken. 

B.M.Jr: Is that it? 

Oliphant: Yes, you told me that. 

Belvering: Detini te otter - paying up that two million two. 

lla&illa Yes. Tbat1 s new as tar as I '• concerned . 

Wenohal: Tbat cue in .!larch 28 . 

Oliphant: March 28 . 

Ma&llla Well, I didn't know about it. 

Oliphant: It came by way ot Jackaon within the week. Hogan 
called up Jackson and within a week • •• • 

H.ll.Jra Have you (Belvering) studied this? 

Balverinaa Yea. 

H.ll.Jra Bave you got an opiDion? 

Hal varina: I think rq opinion would be Just like that expreued 
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bare. It thia wu Juat u laolated case st•""''ll 
by itaelt, I think we'd 10 ahead &Dd appeal it. 
That was -r tirst reaction - tboUiht - to accept 

l:I.II.Jr: 

Shearer: 

it, close tbis thiuc up aDd - well, I'• atraid ot 
what the newspapers are soinl to aa7. See, tbree 
ot these detendanta are dead. One ot thea is ali••· 

~bien one is ~live? 

JlcClintock. llarallall 11 dead. R. B. llellon is. 
A. W. is dead. 

B.II.Jr: I still - han you bad tiae enoucb to ciYe ae a 
7es or no, :you would or would not appeal? 

llel.Yerinc: *el.l, I 1a inclined to tb1Dit that the unsettled 
cond.ition ot U.a law points and the other casas 
that m&7 COlle up - it 0\ICb.t to be appealed. 

1:1 .11. Jr: Bow about :you? 

Shearer : I•d recommend an appeal . 

B.II.Jr: Wenchel? 

Wenchel: I recommend an appeal . 

B.II.Jr: Oliphant? 

Oliphant: Just teal like John Jones ot Keokuk, Iowa - appeal it. 

B. II.Jr: I ou? 

ltacill: Yes, I tb1nlt that's the anawer; tha t is, usuaiuc 
that this is as stated hare by these gentleaen, that 
it in the ordinary case it didn 1t i.n.ol•e a un ot 
this prominence we would appeal, which I tbink we 
would. Than it sea11s to 11a we ought to appeal it 
in this case. It m&7 lead to some adYerae criticisa. 

B.II.Jr: Well, we get tat on it. 

llacill: "ut that isn't the tiret tiaa. 

Oliphant: Pat or calloused? 

B.II.Jr: Both. O.K., we appeal. 
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Ol1pbut1 

B.II • .Jrl Well, I don't ba•• to ••• 
Olipbantl ••• wor~ about 1t. 

llacill: Tbat1e your (Olipbant) problea. 

• 
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OPBI COIFBREBCB OJ TAXATIOI PROBLEMS 
ARISIJO rROil SUPREKB COOBT OECISIOJ 
IH BELVERIHG VS. GEBIL\ROT 

June 1, 1938. 
11:30 •••• 

Present: 

llagill: 

llr. llaglll 
Kr. Oliphant 
llr . Gaston 
llr . Wenchel 

Various Congressmen, state officials and 
municipal officials, shown on attached list. 

Several newspaper reporters. 

* * * * * 

4 b1s meeting was requested by representatives of 
some of the states tor the purpose of discussing 
some of the implications ot the recent decision 
of the Supreme Court in Helvering agaj_nst Gerru>!'d 
involving the taxation of salaries received by 
certain employees of the Port of New York Authority . 
It is my understanding that you have designated 
Salic:lto,J' General Epstein to act as chairman of the 
gathering on your behalf, and that he and some other 
of the gentlemen here present wish to give us informa­
tion and some assistance with respect to working out 
these proble111s which we Will have as a result of this 
case. 

I suppose I need hardly say that, speaking on behalf 
ot my associ ates 1n the Treasury, we shall be very 
glad to get all the intorution we can on this sub­
Ject, because it is obviously a problem wb1ch must 
be solved. 4 hope that after the session which we 
ere to have this morning it Will be possible for 
some of us to get together privately and tor you 
to cooperate w1 th us in working out the best method 
of handling the situation with which we ere confronted. 

I may say that representatives of the Treasury have 
been working on this problem ever since we received 
the decision a little more than a week ago. 

Kr . ~pstein, if you will proceed from here, I'd 
appreciate it . 
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Mr. Secretary, we are fully appreciative of the 
headaches that naturally come with the drafting of 
fiscal legislation and with the work that you 
yourself and your staff have bad . We a~so have 
our headaches, and in this case we seem to have a 
joint one, and our aim is to accept the generous 
otter of cooperation in order t o attempt to find 
some pal~iative for the time being, at least, for 
this mutual headache. 

I want to leave with you a list of the representatives 
of the several states and of their pub~ic instrumen­
tali t ies that came here and are represented here, 
without the necessity of calling them individually 
by name or of introducing thea to you personally. 

I hope I will have the opportunity of meeting them 
perso~ly, as well. 

They'll all be here . • 
But the situation, as you are well aware of, is one, 
as the result of the decision in the Gerhardt case, , 
which has created nothing less than consternation 
among the hundreds of thousands of municipal and 
state employees and the employees of public agencies 
throughout the country . The representatives of the 
states have come here in conference and t hey have 
quite thoroughly canvassed the situat ion and dis­
cussed the possible methods of approach to reaching 
a solution. We understand and appreciate the coopera­
tion and the sympathetic attitude of the Trea sury 
Department. 

Arter canvassing the situati on thoroughly, the group 
of the representa tives of the states have agreed upon 
a steering committee, some of whom will be able to 
remain here in constant attendance and to work wi til 
whomever you shall designate as your r epresentatives 
in an endeavor to reach some solution to this problem. 
We trust that in coopera tion with your representatives 
they w~ be able to reach a definite and reassuring 
conclusi on to the hundreds of thousa.nds of employees 
and officials of the states and their munici pal 
goveri!IIlents. 

The chairiiBn of that stearin& coDUIIJ.ttee 1s At torDeT 
General • cLaugblin of ~onnecticut, and I would 
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appreciate it if in addition to the few reaarae 
that I have made you would hear from Attorney 
General McLaugb.lin. 

28 

McLaughlin: Mr. Secretary. 

Magill: Mr. Attorney General. 

McLaughlin: Personally I have not had the opportunity to live 
the study, tb.ought and seri ous deliberation to tb.e 
import of the decisi on in the Gerha.r dt cnse that ao.e 
of the gentlemen present have; but by bappenatenoe 
I have been selected by the Attorneys General and 
their personal representatives or some twenty a~atee 
in the Union. 

We are seri ously disturbed at the import or the 
potentiality of retroactive implicntion that ia 
contained in Justice Stone ' s memorandum - opinion. 
You personally appr eciate that problem without IllY • 
extending my remarks in tb.at respect. The employee• 
or the various state and municipal departments tnroU. 
out t he eastern part of the United States ere f earful 
of the fact that, as innocent ~ctima, they may now be 
called upon to pay a tax tb.nt would date back to 1926, 
which would be an unconscionable hardship and would 
result in finnncio.l r uin. 

It is our desire to cooperate to the fullest de1ree 
with the Treasury Department, to place ourselves a t 
the Treasury - at your service as well as or your 
associates, to attempt if possible to draft, if it 
meets with your approval, some type of legislation 
that will set a clear mark or demarcati on with 
relation to the possibilities or the possible poten­
tialiti es of collecting back ta~es with this r etro­
ac t i ve effect. 

Other than that, at this particular time I am not 
prepared to say- that we have any suggestions that 
we could offer t o you. It i s a serious proble•. I 
take it from what I have read informally i n the 
press that it i s the attitude of the Treasury that 
it is not t o be harsh in i ts application of &OJ 
regulations promulgated or any suggesti on or 
legislation predicated on the exigencies of tb.e 
situation, so as to clear up this aisllllder atand.W. . 
But I can assure you that it bas a daugiDI ertec\ 
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on the morale and per sonnel of the employees in 
state and municipal government, because with this 
hanaing over their head it affects t heir efficiency; 
they won't be satisfied, naturally , until it is 
determined one way or the other what they ' re supposed 
t o do and how they ' re supposed to meet the issue when 
it presents itself to them individually . 

So , as I say , the problem itself I am quite cer tain 
t h& t you are acqua inted with probably much more than 
I aa. We want to Join with you - we' d like, it 
pos s ibl e, to have the Adminis tration indi ca te t h is 
£ tt1tude of elimination from the thought of any 
i nJ iviaua l 1n sta te or munic i pa l employment the 
possibil1 ties of t be r etroact1 ve application of' 
t cxct i on ~ong those wbo are engaged in core or 
less of an essential governmental function. Now , 
our various courts have determined a t different 
times wha t cons t itutes essential g overnment al 
f unct i on . There is, no d oubt, a variance of opinion 
expressed by the court s in va r ious Jurisdictions, 
but I beli eve a broad basis upon which the equity 
would be a va ilable to all would be something that, 
i n my humble Judgment, the l 'r easury would be pleased 
~>lth, ano I am certain t hat the representatives of 
t he s tate governments here and back home - the 
vc rious employees would be delighted to have some 
pr onuncio come from the Treasury Department with 
rela tion to that, either i n the na ture of a recom­
mended bill to the Congress or an indication t hat 
Nithin reesonable time such a bill would be presented 
to Congress. Of course, time is of t he essence. 
• her e ' s probably only about 11 more days to this 
sess i on, as I understand it, and I can appreciate 
t hat to3ard t he e nd of' the t erm it is pretty diffi­
cult t o draw a bill tha t would meet with the approval 
of a ll. But I am certa in tha t you, !lr . Secr etary, 
and your associates will give this matter your 
s P.rious consideration and extend within reason t he 
rel ief that the empl oyees of state and municipal 
governments under the circums tances ar e r easonably 
entitled t o . 

Thank you, sir . 

Sen&tor Green, di d you wish to ••• 
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Well, I didn't come here to address the gatherinc, 
but I might add a word. Xesterday I introduced a 
bill to the Senate, the purpose of which was to 
meet this situation. There is no pride of author­
ship in it, but it simply will serve to get things 
started in the Congress. When I read the opinion 
ori ginally, I concluded that some law was necessary 
in order to a void the i njustice done by the implica­
tions of t he decision. Now, I don't know whether the 
officials of the Treasury Department or the Department 
of Justice are of tha t same opinion or not. I ,should 
tllink they would be. It would relieve them of the 
responsibility of making decisionswllich they will be 
very loath t o make . Even should they make decisions, 
they are not binding either on themselves or on their 
successors ln office . And there would still remain 
uncert ainty as t o the application of the principles 
in the Court ' s deci sion. So I can see no way out 
except to have some l egislation passed, and I hope 
that it may be passed, a nd I introduced the bill 
yesterday . 

Senator Barkley said to me, •Xou don' t expect you•re 
going to get any new pi ece of l egisla tion through 
a t tnis session, do you? " 

I sai d , "Oh yes, I am a born optimist, ' and I do.• 

Now if as a r esult of your deliberations her e a 
better bill can be devised, it can be substituted 
for the one I introduced. I t is quite possible to 
do t hat in committee . But I tllink it ought to be 
done promptly; otherwise, notlling can be done this 
session, as he (McLaughlin) said before. 

And no ma t t er what decisioDSyou might rea ch with a · 
gener?us heart, or even using the intelligence besides, 
l don t see that it ' s going to satisfy those who are 
a nxious about t he uncertainty of the legal points 
involved. And it has been said in another connection 
that •the only thing we have to fear is fear." Well, 
uncerta inty is certainly akin to fear, and so I hope 
that you may come to a prompt decision, and I shall 
be gl ad to cooperate in an;y way I can. 

*ell, I appreciate your offer a.nd I know we are all 
glad to have your bill to use as a basis . I think 
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I have not yet personally seen it, but I of course 
shall want to g et ot it at once. 

Senator Mi lton is here too, is he not? 

Milton: That's correct . Senator Green and Att orney General 
McLaughlin have fully cover ed it, Mr . Secretary . 

!.lag i ll: Congressman Brewster, did you have any •••• 

" r ewster: \'/ell, 1 want i t to be clear that the State of Llaine -
the nttorney General wanted - asked me to come here -
~aine is ~bsolutely in accord with all of its sister 
st&t~s in this m~tter . And I'm not sure whether the 

-.!lous e Is- !Wing t o find its prerogatives encroached 
upon by t~ Senate in the matter of revenue legisla­
tion . 1 1m sure Senator Green and Senator Milton and 
the others will be able to accommodate that vie~point . 

Jug ill : 

1 t hink all of the Attorney Generals, if they share 
the emotions of our Attorney General, feel a s though 
"fools rush in wher e l•ngels fear to tread" when we 
trespass upon thi s tax legislation. It is my under­
s t anding tha t this is chiefly desi gned t o affect the 
t1 uesti on of r etroactive 8~Jplication, and whether 
there ar e other considerations that enter into the 
picture from your standpoint of taxation, 1 don •t 
know. But 1 think it would be helpful if i n this 
general g fth~ring those broad issues could be dis-

~~~~;~; a~et~~t:~;~~n:pg~~c~~io~ ~;a;~~;i~0~~is-
necess<.rily have to be a matter of a snu:l l sub­
committee in conference with your gr oup. 

But 1 think the t the large group would be gll\d to 
:mow whether or not the Treasury feel anything along 
t his l ine may be feasible at this time . 

Well , .l suspect that y.:>u three members of Congress 
are better fitted to judge t hat than we are . Of 
course, .~e 've got this date of adj ournment immediately 
ahead of us - projected edjournment. I think our -
the point of view of the Treasury is similar to that 
of tne states in t his r espect, that we have t o admin­
ister this l aw, have t o administer this exeoption, 
and consec;uently we like it a s clear as possible, 
beceuse insof~r cs we can avoid future litigation upon 
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the subJect, it is all to our advantage, and we 
further would like it clarified for the ordinary 
day-by-day administration of the law. I presume 
that, ideally a t least, we would like to see it 
clarified not only with respect to these retro­
active fea tures to.w~ich you refer, but clarified 
a s to future a s well. Tha t is, we've got the 
future years ahead of us a s well as the past 
situation. 

I don't know how much advant age there is in dis­
cussing the various detailed aspects of possible 
legisla tion at this time. Any of you that have 
t hought about it are a ware, of course, of the 
f act t hat there ar e a large number of quite diffi­
cult problems to settle, either as to the past or 
a s t o the future . 

Wha t was your thought on that, to handle it 
t hr ough your •••• 

We fel t , Mr. Secretary , that i f the s teering commi~~.,A, 
or t he s teering and drafting committee tha t we had 
agreed upon would be able to go into an immediate 
conference end work with your designees, that they 
could at least make headway a s quickly as possible 
in arriving a t some conclusion. lfe have tentatively 
agreed upon a suggested basis for di s cussion of the 
dr aft, but t ha t would be purely for your designee s 
a nd this committee t o t ake up. 

Do you have some dr aft l egisla tion .in addition to 
Senator Green's bill? 

Yes, we agreed working l ast night, and met this 
morning and agreed upon a proposed dr aft a s a basis 
for discussion with your designees. We realize, of 
cours e, that ther e are obvious difficulties in 
attempting to delineate any c a tegories or aey 
groups, and we also realize that t here are special 
ca ses and exceptions, and tha t makes it the more 
difficult t ask. VIe have attempted, however, to 
.draft what we thought was a fairly comprehensive 
dr aft of a suggested measure, purely as a basis for 
discussion, because in tha t way we feel t ha t you can 
facilitate and expedite th~arriving a t a conclusion. 

VIe would suggest t ha t 1f your designees would be 
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wil11n6 and available, tbat the members of this 
committee who are sble to remain and who will be 
able to work continuously would be given the 
opportunity of working with your men in cooperation 
as quickly a s possible . 

That will be entirely satisfactory to me, if tbat 
is your pleasure. Have you discussed it ct &ll 
with t he members of the Committee on Ways and 
Means or the ~ommittee on r1nance? 

We have not , because we thought it would be much 
more important to have the Administrati on's 
viewpoint through the Treasury before we did tbat . 

I would suggest tbat - why I think it' s important 
is that most of the men here, I presume, will go 
back to t he stat es, and I think before they went, 
which Ytill probably be today, they should contact 
their r epresentutives on the Hill, particularly the 
Ways and Means and Finance members from those states. 
And I think when you see them, if you can give them 
a definite idea of possibly what is contemplated if 
it is to stay in effect retroactively, if you are able 
to say that subJect to formulation, it will help them 
a good deal more. 

1/ell, the sole purpose a nd the sole point covered by 
the draft t but 11e have considered is purely the retro­
~ctive effect of the statutes on the personal income 
of the officers and employees of the states, their 
sub-divisions, or their public instrumentalities, 
and none other . We do not go into the periphera of 
tne opinion, because tha t leads to too many possible 
speculc.ti ons. 

May I say, Ur. Under Secretary, I t hink it would be a 
great mistake to go beyond that . Be very difficult 
tq get any legislati on passed . Find a much greater 
divergenc~ of view as to the other matters than with 
the retroactive. 

Kr. Under Secretary, as the defeat ed counsel in the 
case, we have been thoroughly subdued. 

.As la-ajers. you are still intact, however. 
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We congratulate the Treasury Department upon the 
victory that it has looked forward to for so many 
years, been so assiduous in striving for . 

I see immedi ately not alone the Port Authority 
problem, which is a problem by itself, but the 
informa tion that has come to us because we happen 
to be i n the case leads us to appreciate the 
magnitude and the extent of the demoralization 
that has taken place throughout t he country in 
the working forces of the various departments. 
'de ar e a1vare of tha t s ituation in our own organi­
zati on, and we have an administrative problem such 
t hat all the headaches you have had to carry, Yr. 
Onder Secr et ary, are not comparable to ours . We 've 

·got a real headache ther e . 

Now .you Aave, it seems to me, if you will permit me. 
to suggest it to you, t wo problems. You have the 
problem of working out with us, as has been suggested, 
t he f orm of- legisl ati on which, •/11th the assistance of ~ 
t hose in Congr ess who a lready appreciate t he difficult~, 
may still be gotten through before Congress adJourns . 
But you have a still larger problem, and tha t is the 
problem of sending word through the gentlemen of the 
press who are now here t o the employees of the country. 
There have been various stories about the Treasury 
Department, the construct i oru' of the decision. It 
is perfectly obvious to me a s a lavtyer tha t you are 
going to construe t hat decision a s broadly ~s you 
possibly can and litigate on the broad interpretation. 
That would be your duty. But nevertheless, upon this · 
point of retroactivity, there ought to be easily 
arrived at a concurrence of view, and if the Treasury 
and this conference of Attorneys General and r epr esenta ­
tives of the Senate can agree upon the principle of 
retroactivity, the sooner you announce t hat, sir, 
and the sooner you make it clear, the easier 7 0u 
will make the problem of all of the public officials 
of the country who have to meet their staffs and 
explain to them \\'hat is going on, because there is 
a lot of worry a t the present time, tremendous amount 
of anxiety. And I think you must appr eci ate that 
t hose who ha ve the responsibility of adminis tering 
t he law have got to meet those problems, and they are 
real headaches for every one of us . 
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So that, as soon as you can, if the Department 
can issue some statement which indicates that it 
is in sympatny ~ith Yr. Green' s legislation, even 
though we may improve upon it as to form and even 
though it may have to be introduced in the House 
and t he Senator may have to retire to meet the 
parliam·entary problem, we can overcome all those 
d ifficul ties. hut the growing fear that has been 
going like wildfire through this country is something 
t hat must be met and met pr omptly, or else you' ll 
have a demoralized public service throughout the 
country. People won't rest easy. When these 
Attorneys General go back they're going to have to 
meet in4uiries from all the officers in their 
communities. 

Kr. McLaughlin referred to the East . Los Angeles 
is here; not Los Angeles - Wash.ington is here . The 
Attorney General fl ew from Washington to be here . 
New Orleans is here. North Carolina is here. It 
isn' t merely the New England states and the immediate 
vicinity of New York. You•ve got the whole country 
ar oused about this thing. I •ve got a morale to meet. 
You've got a situation that is very precarious not 
only for us but for you, sir, for the Treasury 
Department . I mean by t hat that you make for 
difficulties f or yourself if you don' t take hold of 
the s ituation now and meet it in a practical, con­
s tructive way . 

So t hat I should urge upon you not t .hat we discuss 
the det ails of legislation ner e , or even discuss the 
matters of poli cy nere, but that you announce - that 
the Treasury announce in some way that it isn't cold 
and unreceptive to the problems of these administrative 
instrumentalities throughout t he country. 

Well, if I have appeared cold and unreceptive to you, 
it' s certainly been due t o the austerity of my New 
~ngland ancestry and not to my actual feeli ngs in the 
matter. 

~ell, I didn't say that. 

As I understand it, you g entlemen have here more than 
one legislative proposa l for handling these proble• s, 
and consequently I would be inclined, so tar as the 
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Treasury is concerned, to accept your suggestion 
t ha t we resolve ourselves into a small g roup and 
see what can be done about it. 

Of course, I needn ' t say, but I shall , tha t the 
ultimate solution of the mat ter, as I gather, may 
very well be in t he hands of the Congress, and 
of course wha t the ~ongress will desire to do 
about it i s entirely f or t hem to decide. But for 
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our part we are en t irel y - we a re certainly sympa­
t hetic with your problems . 'He have no mare desire than 
you have to see the s t a te employees demoralized by this 
decision, end we shall be very glad to give t he most 
careful considera tion, immediate consideration, to~ _ 
whatever s uggestions you have a s t o the best so~on. 
I can r eadlly see t here are several posslble soluti ons, 
a nd I should think it might be best t o consider those 
i n probably a small g r oup around the table. 

"I think you wi ll all r ecognize tha t unless t her e is 
some substant ial a gr eement, no action will be 
possible . Unless t he Treasury not only a pproves but 
enthusi as tically approves wha t you work out, it will 
be imposs i bl e to do anything on the Hill. If you do 
have complete agreement and cooperation, i t might be 
possible. It would be a lmost miraculous , but it might 
be possible to then get action up there, and pr e tty 
pr omptly. 

Ur . Brewster, I am of the same temperament as the 
Senetor f r om Rhode Island. I am an opt~st. I 
believe t hat where t her e i s t he will to do a thing, 
it will be achieved; and i f t ne Nill exists in the 
Trea sury Depar tment, ! know i t exists wi th us s nd 
we can find a way t o achieve a result. 

It is true, t oo, t ha t no action on the part of the 
Treasury Department, or non-action, would act a s a 
damper on t he proposed legislation . 

I understand tha t . 

Mr. Secret ary, we ar e apprecia tive of the courtesies 
th~ t have been extended here, a nd we believe t hat out 
of the conference bet·.•een your designees and our 
commi ttee there wi l l come an agreement so that 

• 
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Magill: 

J;pstein: 

:Ia gil~: 

Bre,tster: 

llugill: 

Br ewster: 

-12-

possibly what may be r egarded externally as 
insuperable obstacles may be overcome . And 
I would suggest t hat tne member s of t ne com­
mittee that have been agr eed upon to work wi th 
t he designees of the Treasury remain and that 
•e thank you for your courtesy and ask you to 
convey to t he Secretary of the Treasury our 
appreciation of his designation of the people 
who a re going to meet us here today. 

I appreci ate very much your courtesy and the 
interest in coming here, all of you. 

37 

I take it that this group wbicb will now meet •111th 
our men is a group to whom you have delegated the 
job of going f or ward with this technical problem, 
ond no doubt they Will be glad to receive from you, 
a s the Tr easury would be glad to receive from you 
directly, any information and suggestions , and so 
forth, which you may wish to make. 

I presume you will give to the gentlemen of the 
press .. . . . 

lhey have the names, a list of these va rious sta te 
representatives th&t a re here . 

Well , thank you very much indeed. 

Uo I understand t hat . those who a re not t o confer will 
get in touch with their representatives on the Hi ll? 
For instance, Mr. Doughton, I think, should be 
immedi ately contacted, and Senator Harri son. 

Well, loir . Dough ton, I believe , is in t he hospital , 
so I expect •••• 

Well, whoever is taking his pl ace . 
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Jue h t, 1938. 

'l'O<I.aT, at 1.2 o'clock, the SeoretarT 41reoh4 •e OTer t.he 
telephone to iDetnct the Director or Procureaed t o 
authorise the Departaeate requlrlnc c .. eat tor uee 4ur1Dc 
the month or Jul;r to {)roceed to lake thelr purchaeee 
dlrectl;r. '1'b. 8ecretar7 aleo directed that eltil.&r action 
'llae to be taken on the ht o! each eubaequ.en\ .oath uUl 
1Datl"'lctloaa heY& been receln4 'b;r ht. !rca the Preeld•t 
aa to ~t pollc;r he 4ec14ea to follow tor the entire 
Oonra.eat .. tablhboeat w1 th reepeot t o the pa.rchaee ot 
e-.a.t. 

1 han toclq traneJD1tte4 appropriate laetl"'lctloaa t o 
Admiral People a coaton~ing w1 th the lecretor;r' a ordere. 
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Relief Bi ll 

June 1 , 1938 

Today , June l, Jimm1e RooseYelt oalled t he 
Secretary at 2 :45 o'clock and said that the Preei­
dent was too busy to call hia and asked Jiamie t o 
do so. 

J i mmie s aid the President would like the 
Secretary to get in touoh with Aubrey Williaae in 
regard to the above bill and decide on a 1 common 
cause' . HX, Jr t old Jimmie that he was more than 
glad to talk to Aubrey Williame, but if it meant 
going up on the Ki ll he would not go unless he had 
a chance to talk to the President directly. 

Jlr, Kor genthau iamediately called Aubrey 
11ll1ams and said 'Jimmie Juet called ae and sa1d 
that the President wanted the t wo of us to get to­
gether and try to arrive at a common cause. I 
gather he talked to you. • Mr. Williams replied, 
1n substance, ' Would it be a ll right if he called 
up Jimmie Byrnes and t 'ol!d him tbat we wanted Jimmie 
Byrnes t o introduce the a mendment which would give 
the President t he right to transfer funds froa one 
agency to another under thie bill, but to JUke 
J i mm1e Byrnes unders t and that the i dea should 
originate on the Kill and not from the Presidentt ' 
The Secretary repl i ed, 1Fine. • 

Then Mr. Wil l iams said, ' Jimmie Byrnes ie 
calli ng me now, so I had better hang up .• 

A f ew ainutee later, Aubrey Willi ame called 
baolt and the f ollowing 1a a reoord of thei r conver­
sati on: 

(See page f ollowing t his ) 
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BI&J'rr &ello. 

Operatorr llr. Wlllialu. 

BI&J'r1 Bello. 

Aubrey 
W lll1au 1 Yes, ll:r. Secretary. 

IDIJr: llow are you? 

W: P'1ne1 sir. 

WedDead~ 
.Tae 1, 1938 
111)5 •••• 

BM1r1 Well I Just heard tin amutes ago that the letter 
did go . 

W: Grand. 

BI&J'r1 And Senator Adam.s has it 1n his pocket. 

W: Grand. 

HI&J'r1 Well, I called up J'&Ha Rooaevelt, oh - tully an 
hour ago, and said then that it he would tali to 
his rather and it hill rather would send tor the 
tour ot us and tell us - and instruct us what he 
wanted why we were ready to mrcb on the Bill. 

W: Yes, sir. 

IDI.Tr: But, talkmg tor ~~rselt I ns not willinc to •reb 
until the President cave .. race-to-race verbal 
instruct ions. 

W: Yeah. 

!D1Jr1 So Ji~~m~Y said be would - he'd aee bia rather as 
soon as he could. 

WI I see. 

BM1r1 So - I Just wanted to let you know that •••• 

W1 

1D1Jr1 

WI 

All. richt. Well, I'll stud by )'OU rieht here. 

Well, it 1s - richt now .JU.. is carrytq the ball. 

Good. 

4l 
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Rli.Jr: 

W: 

Rli.Jr r 

W: 

- 2 -

That'• where it 1a. 

All r~lat. 

'!'bank you. 

Goodbye. 

-----

42 

Regraded Uclassified



Jlr. llorlrentbau tben oalled Bell, ed the follOW>-
1111 11 a reoor4 of thell' oonYel'nUona 
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BI&Jr: 

Daniel 
Bell: 

RI&Jr : 

B: 

HMJr: 

B: 

RM.Jr: 

B: 

H!AJr: 

B: 

R:JJr: 

B: 

BIAJr: 

B: 

HMJr: 

B: 

Bello. 

Yes. 

Dan ••• 

Yes, sir. 

Wednesday 
June 1, 19.38 
3:09 p . m. 
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Great excitement has burst loose because Barkley 
introduced a bill - let me have it - i t says right 
here but, ' anyway, before I get to wha t he said 
because he's quoting me - do you remelllber what I . 
said about the relief thing when I was up there with 
you a week or so ago - about cbaq;ing it from the 
fifty million? Did you hear wh4t I said to Barldey? 

Yes. 

Did you? 

Well , I - I think have a, • •• 

Well , I don ' t want to put any idea in your head -
I'd like to know what you think. 

Well , I t h ink - as I r ecall you said that t he fifty 
million dollars might not b e enough • •• • 

Yeah • 

• • • and that heretofore the President had had no 
r estriction placed on that and that you thought 
that it might be advisable to again give him that 
authority. 

Yeah. 

Because of the situations in these three cities you 
mentioned. 

Yeah . 

Somebody said, "VIell , how about making i t a hundred 
:nilli on?" And you sai d wel l that certainly would be 
better than wha t it is although i t might not be 
enough . 

• 
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B: 

HMJr: 

B: 

RIUr: 

B: 

B1U'r: 

B: 

HYJr: 

B: 

ru&Jr: 

B: 

RIUr : 

B: 

HliJr: 

B: 

- 2 -

Yeah. 

Does that accord? 

Yes . But I - I thought what I said was - thie 
is what I think the President ' s position has been 
right along - tb.at tb.ey should make relief - direct 
relief available out or tb.e whole amount. 

Yes. I tb.ink that ' s probably true. I don 1t know 
whether you said it at that conf~ence but you 
have said that there ought to be ransfer provision 
from one to t he other - one tit e to the other. 

Yes. 

But I don't recall you said it that day• but 7ou 
lillY have . 

Well, isn't - isn't that what we -the very first 
time we went up to see J~ Byrnes - i sn' t that 
what we said? 

Well that's -yes, that's what you said to Jimar 
but i don't know that you said that the other day's 
conference. 

Well, that's the thought I've had in mind that ••• 

Yeah. 
• ••• should make d irect relief Jtvailable the way 

it' s been out of thes e funds . 

Yeah. That's right . 

Well now, out or these tunds - do ths:r only come out 
ot work relief? 

Well, it only comes out or the work relief money . 

Uh hub. 

In order to get it - ot course it can' t come out 
ot the other by transferring it into t his. In 
other words you can' t ake a direct allotment out 
ot Ickes' money tor relief of 11117 kind. It h&s 
to bet ransterred to the Emergency Appropriation 
Act ot 19.37 and then •de anilable. 
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HKJ'r: 

II: 

HI!Jr: 

B: 

BMJ'r: 

B: 

RIIJr: 

B: 

Rli.Jr I 

- 3-

Well, let me see what Barkley' s done now. I didn 1t 
want to plant any seeds :In your mind. 

Yes . 

•Barkley offered an amendment to the relief section 
of the bill leaving to the President' s discression 
what amount of the WPA one billion four t wenty-fi ve 
should be used for direct relief in emergencies . 
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He said he acted after consultation with the Treasury 
officials.• -- Well that ' s aboslutely right . Further -
"Under questioning by Borah Barkley explained the 
emer&ency conditions existing in some localities ; he 
specified Kentucky and ¥1ch1gan that cannot be provided 
for by WPA or the PYlA. The bill contained the tund of 
fifty million earlll8rked out of the WPA total to care 
for an emergency with direct relief. Vandenberg 
tried unsuccessfully yesterday to increase it to a 
hundred and fifty million when Barkley got the unani­
mous consent to reconsider their action so as to 
permit consideration of an amendment to remove the 
11m1t entirely. Vandenberg gave his hearty remo'Yal -
hearty approval. " 

Uh huh. 

•Barkley s a id that when direct relief was suffer:lng 
it was necessary for the WPA to have JDOney for the 
purchase of food , clothing and supplies for the 
Commodity Credit Corporation. He said that in 
Kentucky there had been actual suffering amongst 
the miners thrown out of wor k in connection with the 
circuit court ruling affecting coal and that there 
were thousands out of work in Jl.i chigan for whom 
neither the WPA nor the PWA had proj ects at present 
on which they coul d be employed. • What 1 s the matter 
with that? 

Nothing . 

What? 

Nothing . 

I 'll stand for that and be proud I had something to 
do with i t. 

Ah - t he obj ection will probab}J' come f r om WPA 
that the7' re setting up an ear:aark of all their 
funds • •• 
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BJIJr: 

B: 

BlUr : 

B: 

HW'r: 

B: 

RJIJr: 

B: 

RJIJr: 

B: 

B: 

RMJr: 

B: 

BJIJr: 

B: 

- 4 -

Well • •• 

But I•d say 1t the s i tuation gets so serious that 
they han t o use 1111ch of the hundred and fifty 
111ll.1on dollars that we ' re going to han Congress 
back here before January 1. 

Well no t h is doesn't set any a1110unt; this 
leaves it up the Pres 1.dent . 

Well , I say, 1t you ' re coing to use a lot of WPA 
money - ah - and then that means that the 
situation is going to be serious and WPA won ' t run 
out of money because Congress will be back here 
before January 1 . 

Yes. Well this is just what the Pres1.dent agreed 
to and what we wrote that letter on, namely that •••• 

No, that doesn't hurt anyt hing except that it 
doesn ' t- doesn ' t use other fUnds ,,, , 

Oh. Oh, 

I t just uses WPA funds. 

Well, that ' s just too bad. 

See? That ' s where they'll kick. 

SUre. 

They' l l ssy , "You ' re cutting our progra• short and 
we can 1 t carry on until February 1 . " 

Well • • • 

Your answer 'Oilght t o be to that -. 1t the situation 
gets ser 1ous ••• 

Yeah, 

... and then they won' t haTe t o worry becau.se Congress 
will be on the job, 

That 's right . 

Right a fter election I should think. 

That ' s r i &ht . 

4? 

Regraded Uclassified



48 
- 5 -

B: Yeah, I think that 1 I all ricJlt. 

BMJr: 0 . ~. 

B: All richt, llr. Secretary. 
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Yl. B. 
KoReynolds: 

• 'IDIJ'r: 

MeR: 

HIIJr : 

lkRI 

Bl&J'r: 

MeR: 

RMJr: 

AlcR: 

BW'r: 

llcR: 

HL!Jr: 

llcR: 

Bl&J'r : 

llcR: 

IDLTr: 

llcR: 

We4neadq 
JUDe 1, 19.38 
12102 P••· 
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Ah - the JUly order s that the various depart..nta 
need tor ce..nt.... Hello. 

Yes. 

·Thoir JUly requirements. 

Oh huh. 

Let them handle that thea.­
handle their own. 

each department 

All right. We 111 give them credit tor it. 

For July. 

Yes, sil·. 

Now, what I want to do until turther notice - on 
the first of each month I want until the 
Preside.nt decides what he wants to do about this 
matter - I want to give these people thirty days 
notice to turn it back do you see? 

0. K. Be glad to. 

On one band we're pushing this forward buying and 
t he next thing we hold them up the last minute; it 
doesn't make sense. 

Yes. It doesn't make sense. 

So on the first • ••• 

Now, I - we'll five them credit the first or 
every month until it s decided. 

Until the President decides 'llbat poliq he wants 
to pursue for the Government as a whole. 

Yes, air. 

See? 

I get it. 

Will you make a 1181110randua on that? 
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llcR: I will . 

BIIJr : Thank you, 

llcR: Yes, sir . 
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. . 

B.IIJ'r: 

Operator: 

HI&Jr : 

Walter 
CUmmings : 

BY.Tr: 

C: 

HliJr: 

C: 

Bello. 

Walter Cu-in&a . 

Bow are you? 

Bello, Henry . 

Wednesd_,. 
June 1, 1938 
2109 p.!D. 

Go ahead. 

Bello, Walter . Bow are you? 

I'm just fine. 

Good. · Walter, we ' re going to have a l i ttle 
financing next week. 

Yeah, we ' ve been watching i t pretty close, Henry. 

And I've been kind of wondering bow you fellows 
feel out there . 

Well , I•ve been giving it a good deal of thought. 

Uh bub. 

And - ab - what I bad in 1111nd is about a 1952 or 4 
about 2;. 
Uh huh. 
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I - ah - on the Street they're about - that the 
Treasury might have in mind a 2 and 3/4 for a long 
time but I was just checking up on bow much the 
insurance companies held of it and how much the banks 
held of it ••• 

Yeah: 

••• the banks are our best customers you know for the 
Govel'OIIent Bond. 

Yeah. 

That 1 s what I - t hat ' s about what I bad in mind, Henry • 
By the way, I am go ing to be in Washington t omorrow. 
Suppose I drop in and have a little visit with you. 

Do that. 
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C: 

IJI&J'r : 

C: 

III&J'r: 

C: 

J:!M.Tr: 

C: 

Rli.Jr : 

C: 

RMJr: 

C: 

RI!Jr: 

C: 

llMJr: 

r. : 

Hli.Jr : 

C: 

III&J'r: 

C: 

- 2 - 52 

I wonder i t you happen to have these f igures 1n 
t r ont or you - ah - t he Coiii!Dercial banks now have 
thirty nine and a halt per cent . 

They have? 

The insurance co111Pan1es onl,y t h irteen per cent . 

Yeah. 

Federal Reserve - six; do you happen to have those? 

No. 

The Government Trust Funds Agency - ten; the general 
public - thirty . 

I see. 

Yeah. 
time. 
about 

Yeah. 

I don ' t know how you reel about a shorter 
or course, you've got a vacant space there 

1944 to forty - even up to ten yea.rs . 

Close to ten years; a dandy spot 1! you want to !:111 
i t :in. 

Well, I'm frankly thinking m terms or a really long 
bond. 

Uh huh. Well, or course, that makes you go out way 
beyond 1n the sixties you know l ike •. •• 

Yes • 

••. !!bout 2 3/4. 

Yeah. 

I didn't t h ink you ' d want to do that - want t o get 
away from that 2! rate ot yours . 

Well, I ' m - ah - I 1 m - I ' m playmg with th:is 
idea or two and three que.rters. 

Uh huh. ~ell, it woul dn ' t - ah - the reason 
I'm - ah - the r eason I 'm saying th:is - i t 
wouldn't tit the banks so wen .... 

RYJr : No. 
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c: 

BI&J'r: 

C: 

HM.Tr: 

C: 

RMJ'r : 

C: 

H.ltJr: 

C: 

BliJr: 

C: 

RI&J'r: 

C: 

Bl.!Jr : 

C: 

HI&J'r : 

C: 

RMJ'r: 

C: 

BlolJr : 

c: 

- 3 -

On account o! s o :b;lc out so tar and t he,y have 1n 
round f igures, 391 per cent. 

Well, the point 1s I hope the banks wou1dn1t t ake 
this . 

Yes. 

I hope t he,y wouldn ' t take i t . 

Unless - they'd take i t but they'd r ather have the 
other at a lower rat e . 

Well, I - ah - I - ah 

Or the publil: - ~ll, what hc!.ve you 1n the mind, 
the insurance comP es? 

Yes . And the publ i c . 

Uh huh. 

And trust funds . 

Uh huh. Well , of course, we 1 ve always used the 
bank there t o - they 1re holding so many or them 
now •.• 

Yeah. 

• • • and a good lllllilY of them trickle through the 
banks into the public ' s hands and then we replace 
them, you know. 

Yeah. 

Yeah. Well , Henry, if it 1 s agr.eeable to you I • 11 
drop in tomorrow • •• • 

Well , l et me sive you a definite tille, see. 

Yeah. All right. 

Bow about four o'clock? 

Four o ' clock? 

Yes . 

Fine . I 'll be ther e . 
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RMJr: 

C: 

IUIJ'r : 

C: 

BIIJ'r: 

- 4-

Will you do that? 

Yeah. All r~ht. 

That's Thursday. 

Yeah, tomorrow. All r1e~t . I ' l l be there.at t our 
o 'clock. 

Good . 

P'ine. All r ight, we'll talk about i t then. 

Thank you. 
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Wednesday 
June 1 , 1938 
3:03 p. m. 

55 • • 
Operator: Go ahead. 

RMJr: Bello. 

Aubrey 
Williams: Bello, llr. Secretary. 

BMJ'r : 

W: 

RMJr: 

II' : 

lUIJr: 

17: 

H!JJr: 

W: 

HMJ'r: 

W: 

R'Ur : 

(Laughingly) Yes . 

Well . Now, I telked with Jimllv and he told me 
a t h ing tbat 1 s got them all upset up there 1s -
t bat i s that Barkley bas Just introduced an 
amendment per mitting the President to transfer 
funds for the purpose of direct rel i ef out ot 
WPA mni es t o any other agency and Vanden 
was just trying to get me to t ind out what was 
behind t hat . And he says that 1 s going t o ID!I.ke it 
vecy difficult tor him to get anything l ike thi.s 
through because this is going in the other d i rect i on. 

Wel l , the on - all I know is when I was up there 
l ast week on this bond amendment we were s itting 
around talking about i t afterwards and I sai d wha t 
I 1 ve said right along - that I th:lnk they ought to 
be able to transfer as much money as necessary to 
direct relief out of the whole bill. 

Well, I th:lnk that 1 s where Barkley 1111st have gotten 
hi s idea •••• 

Well •.•• 

• •• because - see, they defeated the Vandenberg 
amendment yesterday •••• 

Yeah. 

••• and then when he introduced that today the boys 
don ' t - say they don ' t know where 1n the devil they 
are. 

VI ell, 
Uh huh. /That r s where we started originally - was 
t hat t hey •••• 

Yeah. 

•• • t hat there never was to be any definite amount 
but they were to be able t o mall:e available enough 
out of the whole business . 

' 
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W: 

81&Jr : 

W: 

BI&Jr: 

IV : 

R!JJ'r I 

W: 

BliJr: 

II': 

BliJr: 

W: 

HI&Jr: 

W: 

BMJr: 

- 2 -

Yeah, 

.And I for get when we wer e up there but 1t n.1 
soiD8 time l ast week on t he i t .ay heYe been 
ten d ays ago. ~way, i t was a week or ten days 110 
aJld •••• 

Well - all r ight •••• 

I' ll ask - I 111 refresh ~ memory on Just what I 
did say because Bell was with .... 

This - I told J~ that as far as we were con­
cerned this - the other one was the one we r eal.l7 
wanted. 

Yeah. 

And, so I don 1 t know - I don ' t know what they 1 re 
going to do now. But anyway I told J~ that he 
could call the President it and when he did anythinl 
and 11\Y understanding was the President would say t o 
him that it was all right but he d i dn ' t want it 
understood that he started i t . 

Yeah. 

Yeah. 

Well I '• going to refresh 1111 ~~emory as to what I 
did. say when I was up there because ••• 

The thing - the o~ th Jng I think we 1 ve - you ' Ye 
got to worry about 1n this is that Barkley quoted 
you. 

Uh huh, 

He sai d , 11 I am doJng this with the t'ull knowledge 
and approval of the Secretary of the Trea&Ul'f . • 

Uh huh. 

And that ' s what got the boys upset up there. 

Well , as f ar as that goes, the Yery first t i• 
we want up there the thoU&ht was t o .U. a 't'a llabl e 
to the President - mextr a amount for direct relief -
that -s the oriainel thine - and - but we n eYer 
-tioned CIT a.ountJ fifty llillion ...,er wu 
aent ialled • ••• 

ss 

Regraded Uclassified



W: 

BlolJr: 

W: 

BIIJr : 

W: 

!IIIJr : 

V: : 

lili!Jr : 

\II • •• • 

!IMJr: 

1'' • .. . 

HIAJ'r: 

I" . ' . 

BMJr: 

til . ... 
RIIJr: 

W: 

- J -

Yeah. 

• •• or any amoWlt was never mentioned. 

Of course I don 1 t - I don 1 t think Barkley 
should have put you in the picture that way . 
I think •• •• 

Well , that • s just the whole troubl e and that ' s 
why I didn 1 t want to go up today Wl.less I got 
explici t :Instruct ions. 

Yeah, that' s right. 

And we were s i tting aroWld there - oh, there was 
Sam Rayburn , and - ah - •• •• 

Yeah. 

• • • • fellows from this -
t h is bond t h ing ••••• 

Yeah. 

• • • and we were talking • • , 

Pat Harr i son- I was on 

Well , I don ' t t hink - I don ' t think the thing's 
import ant except that it mi ght present •• •• 

Well that 1 s 1~here he got i t from. 

Yeah . 

Tha t I have sa i d and said i t f r om t he time we 
went up there with Hopkins - that we should make an 
extra amount avallable • ••• 

Yeah • 

••• out o f the whole thing and that 1 s where I Wlder­
stand t he President stan~ don ' t you? 

57 

Well, I d i dn ' t Wlder stand that yesterday . As a 
matter of fact you lolow there's been t hat di.fference 
of basi c approach to this thing all along; I've never 
!mown frankly just exactly where the President d i d 
really stand on it. I thought he was clearer yester ­
day than he had been bef ore. 

Well, if he ' d ~ve done what he did yesterday it 
would have las~five minutes - and that is we should 
only give food to those people who are already on 
wo,.k relief. 
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Yeah, We couldn 't do that though. 

Well, you told him that. 

Thet 1s richt. 

You told him that. 

That ' s r i ght . 

What? 

You couldn 1 t do that . 

No. 

That's right . That you couldn' t hold a Une like 
t hat . 

lfo. Well, then I gather we just s it and wa i t , 
i s that it? 

Well , all we can do now i s to see what comes out 
of a conference b etween Byrnes and Barkley. 

I s ee . 

Yes, 

Thank you. 

I 111 keep in touch with you. 

Thank you. 

All richt. 
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To Seon'-17 llorc-thaa 
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!0'" 
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••twate4 .,..,. 
22/32 - 19/32a4a 
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1 ~ aua 3/l&/43 (4 71'· 9 aoa. ) 

1 1/ef> I I ( I I ) 

l l/8~ I 6/1&/43 (& TJ'a.) 

.8&- .17 l pt. 11/32 - l 1/ 4 pta. 

.87 - .10 

10 !p s 

2 1/2'{. 'J/1&/48 (10 Jn. 3 aoa. ) 
( 011 h taodlDC) 

2. 1/4~ 6/16/47 (ll TJ"a. ) 

2 3/4f, 1953/63 (1~2& TJ'a.) 

2 3/~ l$68/63 ( 20-25 Jl'l. ) 

2. 09 . 

2. 1& 

2.&3 - 2.80 

2. 62- 2.6& 

1 1/4 pta. - 1 pt. 3/33D4a 

103.22/32114• • 

31/32Ma 

2 3/4 pta. - l 7/ 8 pta. 

2 pta. - l l/2 pta. 

Iota; the fin\ pr•l• h prol-.1117 abov.\ tile ._._ tile\ u:r M npeote4 

bllt probeb1J nearer oorred Ulaa tile latter 'lbldl h \he wbt- pr.t• 

2 7/81 6/l&/38 

2 l/2a 9/1&/38 

112'11 
114 Prlce 

101.16 

101.lM 
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TO 

TREASURY DEPA RTMENT 

INT&R OP'P'ICa COWMUNICATlON 

om JUN I 1ro8 

lor zour intor.ation -

The 1II8Jl in charge ot the haatiDg a1l4 plumbiDg departlaent ot 

Montgomery Ward a. Colapan:y, 1n the :&eaten part ot the United Statu, 

........ 
told me lr14a,J their aalea ill his departmnt thl.a 110nth _.,fl'eahr -
than ther ~ enr ben aillce t.h" built....t~! :Iuten bruoh ill 

Bahillore. I aalced 1Wa 1lll;f thl.a ••· He Mid 1t •• becanae Mr. 

Anry ..,. illeUtiq Oll the aut ot all pric .. to a l~ groee profit. 

lie aentioned one e.rtiole whioh he said would readily aall tor t3a.eo 

but wb.ioh ther had out to $26. !50. Be aaid llr. Anll" had come to 

Baltillore alld had cow throU&)l the ntire plant 'l'hureda7 to ll&lce 

oertaill that a unitom wr1 too-401111 to a 1~ groaa prot1t had 'b-

~~ad e. 
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Dirt 

DIIDUl 
Jell a 

Dlra 

Bl 

Hlllrl 

Bl 

Bll1r1 

8 1 

Bll1r1 

B1 

BII.Jra 

B1 

•• u •• 

Yea. 

DaD ••• 

lea, air. 

WedDe.U, 
.,.. l, 1938 
,109 PoL 

~ .. s: 

Or••• oxol••-t baa burn loo .. beoauae Barkl111 
1Dtroduoe4 • bill • let .. ha•• 1t • 1t • .,. r11bt 
bore - but, anJ11ar, betore I cot to whet be aa14 
booenao be'• quottac .. - do rou ro .. wber What I 
ad4 about the :rel1et 'bJDc •:.;..:•• up there w1'b 
rou a week or ao aco - about o 1t tro. •b• 
tUtr •Ul1llllf 014 rou b .. r whe I ad4 to l'arklll)'f 

Yea. 

014 youf 

Well , I • I th1Dk he•• •• •• • 

Well1 I dllll't went to put enr 1dea 1D r ou:r bead -
I'd 11lce to lmow Whe' rou th1Dk. 

WeU, I t b1Dk - •• I :reo.U rou aa14 that t he t1ttr 
a1ll1cm doUe:ra •lcbt DOt be OftOUcbo ... 

!eeb. 

••• end that heretofore the Prea14ent bad bad no 
relltr1ot1on plaoe4 on that end that :rou tboucht 
tha' 1t •1cht be ad•uable to aga1D ct.e h1• that 
entbor1tr. 

Yeah. 

Beoenao ot the a1tuat10Da 1D tbeae tbr" o1t1ea rw 
... t1cmed. 

!eab. 

8oMbody aa14 IIWeU, boW about .UiDa lt a buDd:red 
•Ul1on'• .&nA you aa14 well that oerta~ would be 
beUer than mat lt 1a altbouch lt ~t DOt be 
CIOUibo 
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lllllrt 

8t 

IU&1rt 

81 

HIUrt 

81 

IDI1rt 

81 

IDI1rt 

81 

8.11.Tr1 

8 1 

B.II.Trt 

Bt 

lilllrl 

B1 
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Yeah. 

0..1 .u• aoeorctt 

r... Ilia• I - I tbou1bt wbat I aaS4 w1 - ~18 
11 -.t I ~SDk tbo Pl'oaS4•t'• polltS. baa •­
rScllt alCIDI - tbattbe:r lb0\&1.4 8de rel1ot - dlr"t 
rel.S.t anUatllo out ot tbe whole .-t. 

t ea. I t hizlk that'• probabl7 true. I 40D1t IIDo1r 
whether 7011 laid it at tbat OOIIfl!~-00 but JOil 
haft uS4 that thoro 0\llht to bo7truator proY111on 
tJoo• oao t o tho other - ODe title to tbe otbOl' • 

loa. 

Jut I don't recall you aaS4 lt that 4ar. tlat JOU 
..,. haft. 

w.u, ta•t - 11D't that wbat we - tho ••1'7 tlrn 
U• we ••t up to ... ~~ Iyme• - ln't that 
wbat •• laid' 

Well t hat '• - r••• that'• what you 1aS4 to .T~ 
but i don't know tbat you 1ald that tho otbor 41f'l 
ooa!oriDoe. 

Well, that' 1 tho thouabt I'•• had Sn a1Dd that ••• 

Yoehe 

••• lbould -.Ito 41l'eot rolSet anUablo tho ~ 
ltta bOlD OUt ot thOIO fUDd le 

leah. that ' 1 r1ght. 

Well now, out ot thole fundi - do~ OD}J' oo• out 
ot won rolien 

Well, 1t oa}J' oo•• CNt ot tho work rollot ..-.,. 

Oh buh. 

:ra order to get 1t - ot 00111'10 1t oa•t ooeo CNt 
ot the otber b)' tru1torr Sna 1t SD" ~11. Jb 
other worc11 you ou't -.ko a dll'eot allot-t Ollt 
o! Icltoa' _., tor rollot ot _, kind. It bat 
to be trlftttorro4 " tbo ...... , • ., ApproprlatS. 
.lot ot 19)7 a4 the .... anUablo. 

• 
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IIJIJrt 
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Bt 

63 . lP' 
- 3-

?lell , let •e see what Barltle:r'• done now. I didn 1t 
want to plm\ .rr aeeda in your •Snd. 

Yea. 

•&rltley offered an a~d.mt t o the relief aectioo 
ot the bUl lea"Ying to t he Pru1dct1 a d 1aoreaaion 
what a110unt of t he WP& one billion f our twcty- t1n 
shoul d be used for d irect relief 1n emergcoiea, 
Be aa1d he aoted after oonault ation with the rreaaury 
officiela ,• -- Well that1 a aboalutely right, fUrther­
•Under queationing by ()oY4~ 1 Barkley explained the 
emercenoy condit 1ona exlating in ao•e l ocalities ; he 
apecitied !Ctllltuclty and lU.ch,.en that cannot be pro"Yided 
tor b7 liP& or the PYlA, The bUl contained the fund ot 
titty asllllon earurlted out of the WPA total to oare 
for an eMrfltlllCY with direct rd 1ef. Yandmberc 
tried unaucceutu11y yeaterdq to increue it t o e 
hlmdred end fifty •lllloo whm Barkley 10t the UDani­
IDOUI conaent to recona1der their action ao aa to 
pera1t cona1deration of an a.maent to reaD'te the 
11111t entirely. Vandenberg ca'te hia hearty re.o'tal -
hearty appro'tal, • 

Uh h~, 

•Barkley aa1d that When direct relief waa auf ter1n1 
it waa n oceuary for the WPA to ha'te a:>ney for the 
purchase of food, oloth lnc and suppli es for tbe 
Co..xli ty Credit Corporation, Be aa1d that 1n 
lteatuolq there had bellll actual suffering aa:>n1at 
tbe •inera thrown out or worlt in oooneet1on with the 
circuit court rul tng affectin g coal and that there 
were tho•sanda out of worlt in Kichigan for who• 
neither the WPA nor the PW& bad pro~ectr at preamt 
on which th411 coul<l be e•pl oyed,lil 'lfbat 1 the utter 
with that' 

lothihl• 

I'll lttllld for t hat and be pr oud I bad aoMthlnl t o 
do wi th it . 

Ah - the ob~eet1on wUl pr obabl.J c:o .. tro• WPA 
that they ' re aetttns up an ear .. rk of all t heir 
t\mda ••• 
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BIJrl 

Ba 

Bllrl 

Bl 

Rllrl 

Ba 

BIJrl 

B1 

81Jr1 

B1 

IIIJ'I"I 

Bl 

Bllrl 

Well ••• 

a&t 1'4 NiJ U \be lltuU.aa cote • eerlaua tba\ 
~ ba•o to ••• ••h of \be huD4ro4 _. ttn7 
.S.USGD 4oUare tba\ wotro IOiDI to ban CGDIJ'eae 
baok hero 'lloton l_..,. 1. 

'h11 no - tbb doam't 1et N17 a.uatJ thla 
lea•• • lt up \he Pree140Dt. 

Well, I eay, U 7outre 101Dc to ueo a lot ot WPA 
_.,. - ah - md thon - tbat .. _. tbat tho 
elwat1aa 1e coinc to be eerSoua and •PA _,, I'Wl 

out ot -111 beoauee Coacn•• w1U be baolt hero 
botor~ lODU&l')' 1. 
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1 .. -:- Well.~l; Jaaat Wbat tbo Preeldat qroo4 
to and what wo wrote tbat lettar aa, naiiOl.T tbat .... 

Jo, tbat doem1t burt OQTtbiD& oxoopt tbat lt 
doean't - doem 1t ueo other fUDda •••• 

Oh. Oh . 

It Just ueee WPA tunde. 

Well, that'• Juet too bad. 

Soot ThAt •a whore tb~~r 1U lc1olt. 

~Sure. 

!h8)''ll sa7, IIYou' u cv.ttinc 0\lJ' procraa abort ad 
we can •t cal'l')' on \.llltU Pebrual')' 1. • 

Well ••• 

IO\ll' anewer Ol.l&ht t o be t o tbat • 1! tho altuat1aa 
cote eorSoue. •• 

leah. 

••• and tben thO)' WOD•t han to wol'l')' 'llooauao Collll"H• 
wlll be 011 tho Job. 

that t a rlcht. 

BJcht attar ellftloo I eboul.d thJIIk. 

!hat'• I'~·· 
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RE: FINANCING June 1 , 1938. 
3:35 P. ll. 

Present: 

H. lA. Jr: 

Bell : 

R. JA .J'r: 

Bell: 

H.M.Jr: 

Upham: 

Bell: 

H. IA.Jr : 

Taylor: 

H. At.Jr: 

llr. Taylor 
llr. Harris 

~......- ..... Mr. Haas 
!lr. Seltzer 
Mr. Lochhead 
!lr. Upham 
!lr. Bell 

The thing I am talking about was last week, when 
we went up and saw Pat Harrison. 

That was on tbe two twelve . 

Yes , in regard to the two twelve . 

That's right - on the two twelve, and then we got 
into the ot her thing. 

What I said was I was afraid that the fifty 
might not be enough. 

You said her e that you said a hundr ed was suggested . 

As I recall this , somebody asked in t he conference 
whether or not a bundred would help out . The 
Secretary replied , "Well, that would be certainly 
better than the fU'ty," but his first s tatement 
was that the President ought to have discretion 
in making the fUnds available for direct relief. 
This is all right, I think. 

Barkley gets up on the floor of the Senate and 
introduces this resolution at my request . 

Atta boyl 

(Over telephone : ) Dr. Burgess, at New York, 
please • 

•• • . •.•• and Works fund for a hundred twenty-five 
million dollars, and right now Aubrey Williams 
doesn't love me; he doesn't love me. It isn' t 
the wors t thing that could happen to tbe country. 

(Telephone conversation 111.th Dr. Randolph Burgess 
at 3 : 37 p . a . attached. ) 
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67 
June 1 , 19;38. 
J : J7 p. m. 

Bello. 

Dr . Burgess . 

Hello . 

Hello, Henry . 

I thought you miGht &ive me a summary of \'•hat 
you •ve learned today. 

>.ell, I've talked to - I ' ve talked to Gordon 
Rentschler , I've just nov - just sent C~is Devine 
out of the room, ric ht no1 , and ~e pic~ed up a lot 
of stuff around . On this question of Decembers, 
r. e find <,uite a number of fellov.s that don't like 
the i dea of calling the Decembers, b•l t they are 
all rihht on Septembers - there ' s a little r eluctance 
but they ' r e all right . There ' s mor e opinion 
accumul atinc thnt the long bond is a good and 
attr active bond and it 1ill ~o very nicel y . 

The l ong one . 

Yes . I -for example, I t a lked t o Ecker 
the younger man, you kno1· • 

Yes . 

Last ; ·eek, and he didn ' t have a chance to ansY.er 
me . ·.-anted to call back, but he Just called back 
a fe•. minutes ago saying they v;ould be i nterested 
in the lon,;; ho ::r.d three «uarters . 

Yes . 

\'.e •ve canvassed most of the insurance companies , 
either I have or the dea l er fellows have, and 
most of them a r e goint to be interested i n it, so 
t hat you ~lill have a b i g market t here for it . 

In the i nsurauce compnnies. 

Yes . And quite a number of the banks 1~ill want it 
too, in so~e amounts . 

Huh!luh. 

' 
• 
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There are quite a number of the banks ~ho take it 
and put it away . 

!Juhhuh. 

68 

Vihile most of them still talk 1n terms of not going 
over fifteen years . 'i.hen it coces do1m to it, you 
have a great many of them \.ill do it, so that I feel 
pretty sure that ' s all ri&ht . No~ it ought to be 
twenty - t r.enty five - don ' t get any 
about the fifteen - fifteen t wenty five, they don't 
like that . They think it ' s - they think it's foul -
not the expressi~n of foul , you kno~, just foul . 

Foul. Uol'. do you spell it? Ho\. do you spell "foul"? 

\',ell, "foul" . 

All ri&ht . 

They think the price is too uncertain, that it 
v.oul d look too generous at firs t and then ,. ould go 
down too easily if the market went sour. 

I see . 

You wouldn' t kno\'. just wh.'l t you had and the t \.enty 
tv.enty five is better . The t v.enty t v.enty five is 
goin& to be generous , but i t needs to be generous 
because it ' s walking out into a new f i eld. 

Uhhuh. 

Now, quite a number of f ello\·.s think you ought to 
t ake sorne cash in June . 

Uhhuh. 

Rentschler feels that ~uite strongly. He says, "Now 
i s the time to take some cash and the market needs 
it and it ought to be done .n 

Uhhuh. 

Vrell , I explained the difficulties . He says there ' s 
a second best thing, wey deal v. ith the Junes in 
Septernber . No\'1 as to the other issue besides the 
t \'/O and three quarters, I think the majority of 
the fellows we t alked to would prefer short bonds . 

Uhhuh. 
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And quite a number of them v.ould like to open up 
those old t~. o and a halts . 

Yes . 

Now, it ' s f a ir to say that Rentschler is against 
that. He thinks that ' s tha t the peopl e wouldn ' t 
like it buyi ng at a premium. 

Uhhuh. 

But I think more of t hem •. , ould like it than not . 

Uhhuh. 

But . hat Rentschler suggested is a seven year~­

Yes . 

\,hich v. ould be all right, except that you •ve already 
eot a mess of stuff in t here . So, the note of 
course 1· ould go all ric ht , bu t there vouldn•t be 
very many people r ho v.ould subscri be to it. They •d 
go for the lon& bond , and they ' d have a lot of 
churnine in the market . 

\'.ell, that • s the troubl e . 
t ha t you v.ouldn•t sell but 
milli on of thos e notes . 

I think you might find 
fifty to a hundred 

Yes . At a very small issue I ' m afraid . 

So I raise t he -.ues tion, v.hy not put all your f r.ith 
in t he bonds . 

i'.ell , I think that ' s a possii: ility , Henry . 

I thou,;ht jus t let • s shoot t he r·orks on the t \.enty 
t v.enty five year bond . 

I 1m a 11 ttle afr aid some of the banks ,.,ould say 
"Well the Tr easury jus t forces us i nto these long 
issues . " 

'::ell . 

1 1m a littl e afr aid of that . 

~ell, they don ' t have to buy them. Somebody told me 
that -I don ' t kno~ ~here t hey go t the figures -
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the banks now . om t hirty nine per cent or all 
the oustanding Governmentsd~h!'l do thatl. too much. 

Yes . Well , I'm - I ' m incli ned to think ;you could 
do that . I ' m a litt le bit afraid of it - from 
t he reaction to it . 

Viall I think, - have ;you t a lked to the fellow 
at the Equitable? 

Parkinson? 

Yes . 

I haven ' t talked direct with him. The discounts 
talked with them. 

Have ;you talked to old man Ecker? 

No, I talked to his son. 

I see. 

But he d i dn 1 t give me an ans11er right orr, he went 
back and conferred ;you know. 

He t alked to Papa . 

He talked to Papa, I ' m sure, ;yes. 

r.ell , the wa;y I feel tonight, it doesn't wake sense 
a t wenty twent;y five ;year t wo and three quar t ers 
" hich would most likel;y go to a t wo point premium, 
then come along with a five ;year one and an e i &hth. 
No one is going to convert it to that . 

Yes. 

And if I onl;y sell fift:r million of them. 

That ' s right. I think that's the difficulty . If 

70 

;you have an alternative issue it ought to be something 
a little more attractive. 

Yes. Yes . 

And that could be t en ;years . I like opening up 
t he old one . 
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Yes . 

I looked over the records , you 1 ve done tha t a good 
many t imes in the past you knor; . 

What 1S that? 

Opening u p an old i ssue . 

Yes . 

\, e •ve done it seven or e i ght times in the past, so 
that 

I don't see much reason for it . 

Uuch reason for it . 

Y.ell , I ll!ean from our standpoint . It just comes -
t he forty ei!>ht comes in l.he most crov:ded period . 
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Vlell, that particular day it isn't ter ribly crov.ded . 
You t ake that - • 

four or 
No , but supposing you take/five hundred more , that ' s -
I ' d say it mi&ht be nine hundred million coming due 
in one day. 

There • s nothing from - there ' s nothing between 
till !.larch ' 48 and September - December 1491 on your 
char t,_ so that t here ' s -

•;,ell , 11ill you think some more about Just one 
issue. 

Yes . All right, I think t hat's ~orth turning over . 
I think that could be done 

I talked to l'ia l ter CUJIIJ!lings , out i n Chicago, -

Yes . 

And - oh, he don ' t want a long bond at all. 

No, the Chicago crov·d doesn• t . 

No, they jus t don ' t want it . 

The whole areas of these banks that have got the 
rights - they don ' t v;ant the long bonds . 
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Yes . 

And it - I t hink ther e ' s a good deal of goodwill 
frol!l the point of view of the Treasury 1n giv1ng 
them something t hat 

\',ell, l'ie can' t do 1t and get out a two and three 
<:,.uarters . He'd - he wanted a t\IO and a hall' to 
go as long as possi.bl e . 

I see, yes . 

Vie could do that. 

72 

Well, that would be a possi bility - do a t welve 
- a fourteen year t\·.o and a half pl us the long one -

Oh, no. 

Oh, you mean just do that . 

Oh, yes . 

Do that with the whol e thing , 

Yes . 

r.ell , of course, that ' s what the banks ~ould 11ke 
best . 

Yes . 

But I don ' t think it's so good for you. 

No, I don ' t ei.ther. 

VI ell . 

We 1ll see them tomorrow. I ' ll see you tomorrolt . 

I ' ll be there . v;e were taking the ear ly tra1n so 
we ' ll get into l':ashi.ngton tomorrow around - a 
little after eleven, so we 111 be avai.lable. 

All right. 

Very good, Henry . 

Thank you. GoodbJre . 

Goodbye . 
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Bell: 

R.M.Jr: 

Harris: 

R. J.I . Jr: 

Har r is: 

Haas : 

R.M •. Tr: 

Haas: 

Lochhead: 
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(Over telep~.ne.) See whether Kr. Parkinson 
is 1n - the President of the Equitable. OUtside 
official. 

It wouldn't hurt to get a small amount of notes , 
We already have four hundred fifty million in 
bonds - June 15, '43, on t op of that . 

Vle 've got a June 15 , 143 . Vlhat is that? 

Three and three-eights of ' 43 - ' 47. 

What's t hat selling at? How much is it sellJJlg 
at? 

Oh, it's 110 5/32 . 

Am I wrong on t his: If you have a note, doesn't 
it give you some i~surance in case something 
broke out in Europe, or something like t hat? 

Oh, you pessimist. 

But times change so quickly . 

That ' s the way I feel about offering a note. 
The first thing, from the Treasury's standpoint, 
it's an insurance premium. 

Seltzer: Darn cheap. 

Lochhead : Secondly, to answer this criticism, you are not 
forcing the banks in. You v;ill give them a choice; 
if they hold off from the note, because they get 
a bigger premium on the bonds, at least you did 
give them a ct~ice . 

Seltzer : I agree . 

Lochhead: I'd like to know what the Federals do with 
their notes. How much do they hold of those 
two issues . 

Harris: About a hundred seventy-four million of the two 
i ssues . 

R.U.Jr : Not if the others go to a premium. 

73 

Regraded Uclassified



Seltzer : 

H.M. Jr : 

Seltzer: 

Herris : 

Seltzer : 

Herris : 

Seltzer: 

Lochhead : 

R. il . Jr : 

Harris: 

B.U. Jr: 
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or course, you know your notes are going to go 
to a ve.ry handsome premium. 

Ynwt do you figure it? A point? 

I f i gure they are likely to do better than a 
point right now. 

That is about as sweet as a ten year bond would 
be. Just about as sweet . 

Very cheap financing from the Treasury ' s stand­
point . 

Much cheaper than a t en year bond. 

1 1/8. 

A ten year bond - I thought that was what we 
were going to get away from. 

I wouldn 1 t fight with anybody between a five 
year bond, 1 1/8 or a ten year bond, 2 3/4. We 
could talk to the Fed about it and ask them 
how they ' d do it. How many have they got of 
these t wo things? 

A hundred seventy-tour million. Of course, 
t hey ' ve got awfullY sweet premiums on it right 
now. They may be selling some of them on the 
market and replaci.ng them. 

(Telephone conversation with ~. Parkinson of 
New York, at 3 : 48 p. m. , attached. ) 
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!!. 1.1 . J r : 

Oper a tor: 

R. M.Jr: 

Parkinson: 

!l • ..t .Jr: 

P: 

R . ~t .Jr: 

P: 

H •• t .Jr: 

P: 

F' . ~.t . Jr: 

P: 

R. l . J r: 

P: 

P: 

a . ~.l . Jr: 

P: 

R . .. I.Jr: 

P: 

Hello . 

Yr . Parkinson, New York. 

Thank you. Hello . 

Hello, Ur . Secretary . 

How are you? 

Fine thanks, and you? 

Oh, I ' ve been better and worse . 
• Tha t'( s good . 

June 1, 19.)8. 
3: 48 p . m. 

Mr . Parkinson, 11e r r e going to have a financing 
nex t week. 

Yes . 

And I wondered 1f you •d been thinking anything 
about it . 

Yes . 
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Ho\7 do you people f eel up there? l'ihat kind of a 
suit ••ould y ou like? Tr:o buttons or three but tons -

\',ell, if I under stand 11hat button means, of course 
we'd say t hree. l'. e •ve got some money that we•d 
like t o invest, i f t hat's \?ha t you mean? 

Yes . 

Would t here be any chance? Of course we don't 
bol d any of the notes that are maturing . 

Yes . \';ell I tell you what I ' m thinki ng about . 
I 1m thinking something about t wo and three quarters 
goi ng out as long as is reasonabl e . 

Yes . 

It should be about a t wenty t wenty five year bond. 

I see . 
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H. JA . Jr: 

P: 

l! . .t . Jr : 

p: 

H.l.ti . Jr: 

P: 

H. oi. Jr: 

P: 

R •• t.Jr: 

P: 

P: 

H • .I. J r : 

P: 

FJ . !.! . Jr: 

P: 

11 •• \ . Jr: 

P: 

R. ·t . J r: 

P: 

H. :.t . Jr : 

P: 

ll • .J .Jr: 
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The two am three quarters . 

Yes . Well , I t hink that would be interesting . 

You think so. 

Yes. 

Uhhuh. 
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Now, t wenty would take you up to '58, wouldn ' t it? 

Yes , 

I should think that ough t to go pretty well . 

v;ell, I mean -

Now '1\ait a mi.nute - before I say that - d:l,d you 
mean just to refinance or would there be some 
for some of the outsiders to get in on? 

No, 1.e •re thinking in terms no1. of just re­
financing . 

Just refinancing . 

Yes . 

Yes . Y:ell, two and t hree ,.uarters to about '58. 

No, it T.ould be a fifty ei~ht sixty three. 

I see, yes . 

Fifty e i ght sixty three . 

Vlell it v:ould go better a straight fifty eight, but -

l•ell, that would be giving you too much for your 
money . 

Really. 

Oh, yes . 

\'/ell, we 110uldn ' t get any of it anyhow. I' 10 retired 
now to tl)e position of an expert. 

I see. 
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P: 

H.!J.Jr: 

P: 

B. 'I. Jr : 

P: 

H. :.I . Jr : 

P: 

!'!. ·.t . Jr : 

P: 

s .• I.Jr: 

P: 

!I. ;.[ . Jr : 

P: 

n. ! . Jr : 

H . .. ! . Jr: 

P: 

fl . I.Jr: 

P: 
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Because we wouldn ' t have any i nterest unless the 
folks didn't take it. 

Oh. You mean because you don ' t own any of the 
maturing notes . 

Here ' s what is in my mind Mr . Secretary. We 'd 
be more interes ted probably in 163 than a lot of 
the f olks would have it. See what I mean? 

Yes . 

You're interested in making this succeed, aren' t 
you? 

Right . 

Yes . 

Always . 

Now, tbat•s all that ' s in my mind that i f we had 
them, I wouldn't hesitate on •63, but I was 
thinking of the fol ks 11ho have them. 

You mean have the rights? 

Yes . And I am inclined to think that you ' d be 
pretty sure to get a good result with a stra ight 1 58. 

>.ell, that is too sr.eet . 

It is . 

Oh, yes . 

i1hy , I don't kn011 just how it fibW'es on return, 
I haven ' t that in mind. 

Vlell, it ,,oul d be too eood. 

Yes . I see . Well, I v.ish you were taking advantage 
of this good market to put out some extras. 

\'iell, I wish somebod,y \'.ould borrow some and then 
r. e could . But the trouble is that we just can' t 
use the money .nor. , " e 're like eve.rybody el se. 

I see. Well I should think you wouldn 1 t have any 
trouble on that basis . 
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R. r.l .Jr: 

P: 

n·w.Jr: 

P: 

H . ~! . Jr : 

P: 

R.U.Jr: 

P: 

P: 

R. !.I. Jr : 

P: 

H. t.t .Jr : 

P: 

!l. ~ . Jr : 
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But - :you wouldn ' t . No, I mean, we - there •s 
no sense in our taki ng new mone:y at t his time . 

I've seen enough of :your figures to sa:y that :you 
have quite a lot . 

Got a lot of mone:y. 

Yes . Yes, I agree . 

Well, I didn ' t know, and I wanted to check with 
you because you have alVlays been ver:y frank and 
very helpful in the past . 

\'iell, I think folks wi ll take that and personally 
I congra tulate you on trying to get some of this 
mone:y i nto a longer term. 

r:en, I -

Very good thing t o do. 

I think this is the time to do it . 

So do I. 

And that time only seems to come every once -
every three years, so -
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v:ell, I appreciate it ta kes a little courage on 
:your part to do i t and to r aise t he fiscal r ate a 
little bit, but I do think it's a very wise thing 
to do, from the point or view of the genera l public 
welfare . 

Well, thank you so much. 

Not a bit . 

Goodbye. 
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H.Jl.Jr: 

Bell: 

H.M.Jr: 

Seltzer : 

H.!l .Jr: 

Seltzer: 

H.M.Jr: 

Harris : 

H. lJ.Jr: 

Harris : 

Seltzer : 

H. IJ . Jr : 

Seltzer: 

Taylor: 

H. ll.Jr: 
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He is, I think, one o! the smartest !el1o~s in 
New York. He ' s a1ways been. 

He •s pretty cagy on these investments . 

He hand1es important ••••• • • 

Have you considered whet her you want to give 
any different treatment to the September and 
the June noteholders in view of tbe fact that 
the September noteho1ders wou1d have to give 
up their two and a ha1f per cent interest? 

Well, yes. If the September, 1et•s say - wel1, 
I took it that the boys wou1d rtork out the 
technical interest adjustment, whatever that is . 

It doesn ' t have to be a fu11 adjustment, by 
any means . 

I was goi ng to wait - I thought that cou1d be 
sett1ed very easily. There will be some techn1ca1 
ad justments if the Sept ember subscribers are 
two and three-quarters . 

It amounts to about 11/ 32 in the price of every 
hundred dollar bond . They lose that much, unless 
they get i t . 

How about it if they take the two and three 
quarters? 

We11, they make inter est. 

I think the premium wi 11 c over it; in any 
case , it ' s only a question of whether you shou1d 
treat one noteho1der better t han the other. 

What do you mean? September? 

You' re going to treat the September worse than 
the June . 

If you offe.r notes you've got to take int o 
consideration t hat September • • ••• 

Work on that over night, will you, boys? Work 
on that over night - whether we shou1d make s011e 
adjustment. 
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Bell: 

Harris: 

Bell: 

Seltzer: 

'! . !! . Jr: 

Bell: 

Seltzer: 

Bell: 

Seltzer: 

Bell : 

Seltzer: 

Bell: 

Seltzer : 

Bell : 

H. !l.Jr: 
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l'ihat do you .figure your premium on two and 
three quarter per cent bonds? 

Well , i.f I had to put my .finger on one price , 
I'd probably say around two point. 

Well , that ' s a lot o.r gravy 1 even .for the 
September holders . 

Yeah. 

Vlell, just work on that end o.r it , will you? 

Very di.f.ficult to adjust that. 

You couldn't make a perfec t adjustment. 
just give them a partial adjustment, as 
in the past. 

-Youra•s-- .. 
we have 

Well , in the past we have given them interest 
up to the maturity date. 

You ' ve done all sorts of things . 

Sometimes we 1ve given t hem a month' s interest. 

I don' t think, with a juicy premium like this 
that they need anything to re.fund; it's only 
the question o.r unequal treatment. 

Wha t you are doing is o.f.fering a refinancing 
to the maturing noteholders . Then, you're say­
ing to the September boys, "I.f you \Tant to get 
1n on this it 1s 0 . K. ; it ' s up to you; you 
have the openings . " Aren't you o.r.rering them 
a pretty good inducement? You•re giving them 
two and three-quarters per cent bonds .for 
their two and a half per cent maturing notes , 
and a bond which will sell at a premium a good 
deal more than what their September note is 
selling .for . 

That ' s right . 

Well , we ' ll work on it. I'd like to get by 
without any adjustment. 

Well , let ' s just say - what I am taki.ng - the 
thing we are leaning toward tonight is a 
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Taylor: 

R. i.I .Jr: 

Taylor : 

H.U.JT: 

Taylor: 

Seltzer: 

Taylor: 

Haas : 

Bell: 

H.!I.Jr: 

Taylor: 

Lochhead: 

Taylor : 

Lochhead: 
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twenty- twenty-five, two and three-quarters; 
for a five year, one and a n eight h . Who 1 s 
leaning in an opposite direction? 

I still want to do it at one and a quart er . 

You just put that up to have it knocked down. 

No, I don't think so. If you want to get any 
conversion into your notes , and are \~lling to 
pay a premium for something you don't want ,,, 

The long one. 

The bank stuff, and U you want the banks in 
t he short ones at all, wby •••• • 

You 1ve got to have a good premium on the long . 
It•s a very shak market up there. 

You know that with the one and an eighth you•re 
not going to get very much in that . 

It 1s better tonight, Wayne . 

If you put one and a quarter on that, you ' re 
going to &et another half of a premium - a 
hal.f of 5/8 premium added to that already, and 
you get more in the notes than you will in the 
bonds . 

Have you sold your bank stock? He (Bell) says 
he's sorry, he sold his bank stock. 

I mean, it' s so dllllllled ridiculous talking 
about a two point premium on a five year market , 
and if the mar ket wants to put that on it - I 
mean, that i s something • •••• 

My point is they ought to be penali zed if they 
want a short note . 

They are being penalized, Archie. One and a 
quarter for five years. 

Oh, no, You•re judging by the market, but the 
market doesn' t figure that way. 
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Seltzer: 

H.!l.Jr: 

• 
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It will take a twenty-five year bond to earn 
thei.r pr81111um; they earn their premium when 
they bu;y a twenty- five year bond . 

(Telephone conversation with llarriner s . Eccles 
at 3:58 p. m., attached . ) 
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a.u .Jr: 

Oper a tor: 

R. L! .Jr : 
Chairman 
l:.ccles : 

H. "! . Jr : 

J;i : 

H. \ . Jr: 

E: 

H. :.t . J r: 

E: 

H. tA.Jr : 

~-t . ·.~ . Jr : 

E. : 

H . .. \.Jr : 

E: 

Hello . 

Chai rman Eccles . 

Hello. 

Hello. 

!Jarriner? 

Yes , Henry . 

June 1, 1938. 
3: 58 p. m. 

Good evening . r;e are just having a little meeting 
here, on this financing, see? 

Yes. 

And I ~>ondered if you could help me this way. You 
people o>. e , due in September, something over a 
hundred and seventy million of the two, you see? 

That ' s right . 

And supposing we got out, say, a t wenty t wenty five 
t wo a nd three ~uarters , and a f ive year one and an 
eighth, I wondered on \\hat basis the system would 
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be a pt to subscribe , see? I mean that would help me, 
in making up my mind, if t hat's a fair ~uestion? 

Yes . \',ell no, a s a matter of fact I couldn' t -
we didn' t discuss i t a t ell because of course 
there was no i ndica tion as to vha t might be offered 
a nd theref or e ~e didn't - the ~uestion as to ~hat 
1. e Ylould likely t ake i s a matter that hasn ' t been 
discuss ed a t all . 

\',ell, could you let me knOI'I? 

I think you ' d get a dif f erence of opinions, some of 
them would feel they want ed t o keep in the shor t 
r ange stuff and others v.ould prefer to take the long. 
The way I - the way it 1.ould seem to me , I wouldn' t 
object to taking the long . 

\'oell, could you kind of test your group and let 
me know by - before one o •cl ock tomorro~? 

Let •s see . 
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R • ..t . Jr : 

E: 

u, J. . Jr : 

E: 

n. t. Jr : 

!:: : 

ll •• t. Jr : 

.. ' . 
~ . • . Jr : 

E: 

R ... :. Jr : 

E: 

!i. ' t . Jr: 

:: : 

u . ,.( . Jr : 

f. : 

'1 . ·t . Jr : 

L: 

H • .t . Jr : 

E: 

H. J . Jr : 
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Just try i t out. 

Yes , I can - I v;ould have to talk - get Harrison 
on the t elephone . 

Yes . But you could let me kno1·. befor e one o ' clock. 

That - tlult ' s a tv;enty t · .. enty five . 

T~o and three ~uarters . 

Two and three quarters . 

And a five year one and an ei ehth. 

And a five year one and an eighth. Have you giv&n 
up the idea of the ten yet? 

r.ell , there ' s nobody around t he Treasury likes 1t 
much. 

Don't like the ten. 

No , we •re not set on this eith<lr . 

Yes . 

But the point is •lith you fellot.s o-:ming so much, 
see? 

Yes . 

It mal<es ,.uite a lot of difference . 

Yes . 

And 

It v.ould make a difference as to r.hich one we would 
take. 

Yes . \,ell, in this •. ay . I mean I'm l eaning a little 
bit tonight , to just a tv1enty tY~enty five t ;.o and 
three ~uarters , never bother - don ' t bother about 
the five year at all. 

I see . 

Just put it a l l into one, see? 

' 
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E: 

!l. J . Jr : 

'i • . t. Jr : 

E: 

q . ~ . . Jr : 

E: 

3 .J • . Tr : 

E: 

11 . t •• rr : 

'l . l . Tr : 

E: 

'! . t. Jr : 

E: 

R. ,1 . Tr : 
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Yes . 

But the boys say that t hey think we ' d be criticized 
b y the b a nks , because the banks o"n most of these, 
and if \', e ge t out a five year, why we say "\'tell , 
hell we •re offe ring you that , t hat ' s what you 
should t ake if you want it . 
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Yes, the difficulty riith the long one means that the 
banks t hat do or.n almost a l l of these notes would 
either have t o take the long bond or t hey would let 
i t run off which would mean deflation i n deposits . 

Yes . 

\', bich Vlouldn' t - i t t.ould l ook bad on the statements 
because it r:ould show t ha t t he total investment 
and lo~ns of banks was continuin& to decline . 

Tha t ' s r i ght. 

I t v. ould immediately shoVJ that up on the weekly 
s ta t ement s , see? 

That ' s r i ght . 

Vlhich I t hink is bad 1f it can be a voided . If 
the banks 1.ould repl a c e the present hol dings, i t 
~ould suit me - b e :nuc b :nore f a vor able - and I 
knO\~ t~ey t.ouldn' t , at lea s t s ome of them would 
take the long bonds but s ome of them possib ly ~ould 
t a ke them a nd i mmedia tely sel~ them. 

Yes . 

l'ihich >~ould mean a defla tion in 1b!lr deposits . 

That ' s right . 

That ' s the only thing I know of -

i'. ell, then there ' s -

It seems t o me you' ve almost - a l most bo t t o give 
a n option on the thing so that to avoid that very 
point . 

\, ell, I hate like hell to d o a ten yea r . 

' 
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E: 

f! .L! . Jr : 

E: 

l:! . ~t . Jr : 
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v.ell -

I mean - if they say ten year , then I'd much r a ther 
get out a new t wo and a half . 

A new one than to -

Get out a fifty fifty four or fifty one, fifty , or 
1·.hatever -

Yes , l'.hatever the t r:o and a half Tlould go , you ' d 
sooner do that than put out some of the t en years 
that 

H . 1 . ~1t~a~.;_:rhat-forty seven, forty eight and forty nine are 
u 'rul crOT·ded' periods . 

E: 

H. ! .. Tr : 

H. !! •. Tr : 

E: 

R. 'I.Jr: 

E: 

H. :: .. rr: 

E: 

H. a . Jr : 

Of course, it ' s a b i g pr emium bond too . 

Yes . 

hell the only thing, of course, on the bond that 
it - that ' s about as long as t he banks would like 
to bo, a l o t of them at l east , they would stick to 
that . I t would seem from the survey we made that 
they I'Iould t ake i t and -

They ' d take t.he ten year and like it . 

That ' s what I mean, they ' d take that. 

';.ell then, they •d t ake a t .. o and a half fifty 
fifty four -

\.ell, I thin.!< they might t al<e that , I think some of 
theo might go that f a r too, but they t·;ould t ake it 
and hold it, and that - to avoid the note and 
just put bonds that 110uld halp t o keep t he bond 
oorket - keep it stable , that was the other factor . 
Of course - ' 

As a kind of a test and to help me make up my 
mind, I 1.ould apprecia t e it if you t•ii .ll -

All right , I 111 check it and by one o'clock 
tomorro~ I 111 l e t you know just what the sentiment 
i s . 

Thank you so much. 
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E: 

H. r.t • .Tr: 

E: 

All right. 

Goodbye . 

Yes. 
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B.M.Jr: 

Bell: 

H. Al . J'r: 

Bell: 

H.Jl.J'r: 
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I mean, that would help us. 

They take a hundred seventy-five m1llion in 
notes and reduce the r ate to one . 

Be's a business man. 

What's the matter with that? 

That' s all right. All right . I think 
that's enough tor tonight, don't you think so? 

I want to talk to Dan, will you stay behind a 
minute? 
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JI!STlllX)&TI<If 

FOR POOFOSED EIPEIIDITURE nt FISCAL lEAR l.939 
OF D.IEIIOE21CY RELIEF FUNDS BY THE TRE&S1JRI 

DEPARI'MEliT FOR THE PERFOIUIANCE OF C~ 
TAIN AWDIISTRATIVE Flll!CTIONS NOT 

SPECIFICAUY PROVIDED FOR IN 
THE PEmntO RELIEF BILL. 

The Eoergency Relief .Appropriation Bill, runr pend1ag 
before the Senate, provides in Seotion 5 lor the appro­
priation of .Cwxls to the Trcaaury Department as follows: 
Procu.""etlellt Division, Branch of Supp]¥ ($5 1500,000}; Divi­
sion of Disbursement ($3,500, 000); Office or the Treasurer 
of the United States ($?50, 000); Secret Service Division 
($300, 000); and Office of tho Comm1ssioner of Accounts and 
Deposits and Division of BookkeepinG and Warrants, f or ad­
ministrative accounting ($8, 0001000) . 

In its present rom~ t ho bill makes no specific pro­
vision for the awropriation of funds to certain other 
bl'WlChes of the Treasury Department 'llbich are natr perfo~ 
ing a.nd will., it is expected, continue to per.Corn~ adm1n1 s­
trative wrk ral.ated to the Emeraency Relief program. 

The offices affected, the number of employees involved, 
and the approximate total. of Etler aenoy Rellaf funds which 
Tlil.l be expended by each office during the fiscal year 1939 
are as follows: 

Numbor of .Aggregate 
&n1o;yees . Salaries. 

Office of the Secretary • • •••••••• 
Division of Research & Statiatioa 
Office of the General. Counael • • • 
Office of Chief Clerk •• •• • •••••• 
Supt. of Treasury Bun d1ng>.~ ••••• 
Division of Appointl:lenh • ••• • • • • 
Division of Prillting •••••••••••• 

43 
2 

26 
44 
25 
17 
4 

$ ?5, 62o 
6, 800 

51, 960 
61,980 
J2, 540 
23, 880 
6,240 
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The justi£ication for each of the above itemo is set 
.forth in detail. in the foll.croring statement• 

OFfiCE Ql: M Slroi!ETARI 

(4) employees, $75, 620.) 

To ~:~eet the gene~ expansion in Treasury Department 
responsibiJJ:t;y relatine primariJ¥ to purchasing, accounting 
and disbursing activities arising direct:cy .t':rom the enact­
ment of emergency relief measures, there are now employed 
in several branches of the Department an aggreente o.t' ap­
proximate:cy ll, OOO persons. This enormous increase in per­
sonnel bas brought to the Secretary's Office man;y problems 
of general adminietrative supervision and overhead, to take 
care of 11hich there a.re ncnr )4 employees 'Whose salaries are 
paid from ecergency relief .t'lmds. The appointment, proootion, 
dccoticn, separation, diacipline and transfer of these ll,OOO 
employees must pass through the Office of tho Adndnistrativs 
Assistant to the Secretary. Travel authorizations, and print­
ing, equipment and eupp:cy requisi tions for this personnel 
likewise must clear through the Administrative Assistant 'a 
Office. 

Much of the time of the officials of the Secretary's 
Office 1a devoted to 8l00rgency relief problems. Policies 
c:ust be detercinod and decisions rendered in such cases. 
l.!ajor problecs may relate to the a:r.arding of contracts for 
supplies running into m:l.ll1ons of dollars . DetanDination 
CUBt be mde of localities for office headquarters in the 
field. 

The time devotod to these relief activities by Adminis­
trative officials of the Office of the Secretary proper:cy 
therefore may be of.t'set against t he additional emergency 
porsonnel of the office. 

DetaUod justification for the )4 emergency employees 1n 
question 1a as fol.l.ams: 

1 Public Relations Assistant nt $), 900 
1 Editorial Assistant at $), 000 
1 Research Assistant at $),000 

These ) employees are in the Office of the 
Public Reln tiona Assistant . Hundreds o.t' letters 
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and ot her inquiriee are received at t he Department 
seeking Wormation with r espect to relief problemll , 
as for ~ce t he &IIX)unts spent on cert.IUn projecte 
in partioul.ar localities. Contecta are made with 
speodJng agencies and infonoationSl D*l!Oranda and ro­
ports are prepared covering such inquiries. 

1 Confidential. rn.eat!eator at $)1200 

This acployee ill a chemist by profession engaged 
on laboratory work under the Consul.ting Chemist 1n the 
Office of the Secretary and cooperates with t he Secret 
Service in connection with its investig&tions concern­
ing forgeries of relief checks 1 whereby bett er mthoda 
are available for fingerprinting. · 

1 Sr. Stcno£1"8pber at $1, 800 
J Sr. Stenogrepbers at ~1,62o 
1 Stenographer at $1, 56o 
? Jr. Stenographers at $11440 
2 File Clerks at $11440 
1 File Clerk Typist at $1, 320 
1 Under Clark at $1,320 
1 Uessenger at $1, 26o 

The 'lfhite House refers to the Treasury hundreds 
of letters addressed to the President touching on the 
recovert and relief programs. These are received at 
the Secretary's Correspondence Division and appropriate 
replies Biven to thee. The force of stenographers and 
clerks in that Division also ill used as a pool from 
which atenograpbi.c and clerical help =:r be drawn in 
hand.l1nc tho overhead gr<mir1c out of relief problel:ls . 
This makes a nexibl e staff of stenographers and clerks 
and is a more economical arranacmont than would be the 
direct appointmont of add1 tionsl stenographers and 
cl erks in each of the various branches of the Secretary 1 s 
Office. 

1 Clerk at $1156o 
4 File Clerks at $11440 

These five omployees are assigned to work relating 
to t.>te voluminous general and penoanent files gt'O'II1ng 
out of the emergency measures of the paat f err years . 
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1 JlessEIIl'lg8r at $l,S60 
7 Vessengers at $11200 

Tbeee JMeaenpre constitute a pool tor u~ 
l!li!Dt to aUjpllllllt the regular •asengere and are necee-
88r7 to teJal cue ot the additioDal •nenaer requiM­
J&Jts reaultiag ha:l the increased wl,_ ot .U 
gl'01dng out of the J.dmniJrtration ' s reccmt17 and re­
lief programs. The ail relatiag to the 11,000 -r­
g<mey relief emplo;yeea in particul&r is Tel7 TOl.uldnouao 

There are also carried on the emergency relief roll of 
the Secreta17' a office 9 employees who are detailed outside 
of the Depsrt.ment, 

Details ~ the ~ llii.Y!!. 

l Clerk at $ 2, 500 
6 Clerics at $2,340 
l Sr. Clerk at $2, 000 
l Telephone Seere~ at $1,62o 

These 9 empl.cystls were appointed for detail to 
the 'ilhite House on emergency 110rk, 
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Sclmln1 Charles 
Thomburah 1 Robert S . 
Friond, Harry u, 
Ben,jo.ndn 1 Louia 
Ooorge1 1118s Florence P, 
Barker1J.!rs , Hel.en Jean 
Fu:rr1 W.ss D1xie 
Zirldn1 !Irs. Frances s . 
l!ardo5ter 1 !.Irs. Charlotte E. 
.Uuander, lli.ss Fl.ora S . 
:Frieclcan1 lliss En:a 
Gold 1 1l1aa Leah 
Heazn1 Mrs . JosepiW!e c. 
ll;ynes 1 111811 Bv~ 
Pope 1 Ilia s Holen 
1!\13oell1 Ilia a .Anno o •n. 
Ayers, llias Kathryn 
Ullcdonnld 1 111ss Isabel. 
Uarka1 llias Helen 
Snipes, J.!rs, Vivian Jl, 
1falker1 Jamoo B. Jr, 
llisw!lnner1 !Irs , Addie K, 
Evllns 1 J.!rs, Allee 0 , 
Barker 1 J.!rs , Jennie D, 
Rowe' 1118 8 Selma 
O:l.ber.~~&n1 l.frs , !Jarcel.l.e 
Bof'.fl:lan, U.ax 
1!3.rtin1 Chester n. 
Conr:ld, llobl.e o. 
Glaude, Elbert A, 
Hale' Richard It, 
Henry, J81:18s C., J r . 
ll4rtey, John R. 
lloore, Al.elcandor 

Oilli8nn, 111ss Katherine 
Ebon1 J.!rs , I.IBry A. 
Le'llis , l!rs , Luoile s. 
Lund, llrs , lluriel 
Stiles, lliss Lel.e llae 
Tull;r, lliaa Paula 
Bachelder, lliss Toinette U, 
Doyle. Thomas J . 
I.aoilack, lliss lla.1y E. 

4) eaploJ'eea 

Publlc Relatione Asa:l.stent 
Editorial baistant 
Researoh Assistant 
Confidential Investigator 
Senior Stenographer 
Senior Stenographer 
Senior Stenographer 
Senior Stonographor 
Stenographer 
Junior Stenographer 
Junior Stenographer 
Junior Stenographer 
Junior Stenographer 
Junior Stenographer 
Junior Stenographer 
Junior Stenographer 
File Clark 
File Clerk 
File Cler~ 
Under Clerk 
lolessenaer 
Clerk 
File Clerk 
File Cl.erk 
File Clerk 
File Clerk 
llessenger 
llessenger 
llessenger 
llessenger 
llessenpr 
llessenger 
~tessenaer 
llessenaor 

Clerk 
Clerk 
Clerk 
Clerk 
Clark 
Clerk 
Clerk 
Senior Clerk 
Telephone Secret&J:T 
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• ) ,900 
) , 000 
) ,000 
) , 200 
1 , 800 
1,620 
1,620 
1 , 620 
1,560 
1 , 440 
1 , 440 
1,440 
1,440 
1, 440 
1, 440 
1, 440 
1, 440 
1,440 
1,)20 
1,)20 
1, 260 
1,560 

• 
1,440 
1, 440 
1, 440 
1, 440 
1, 560 
1, 200 
1, 200 
1, 200 
1, 200 
1, 200 
1, 200 
1, 200 

2, 500 
2, )40 
2, )40 
2, )40 
2, )40 
2, )40 
2,)40 
2, 000 
1,62o 

• 75, 620 
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!!I!lllPI! 2l •IIII'IWIIA &Ill sw;grs "! 

(2 ~·· 16,800) 

Special. relief 8lld 1111~ prob~ lwncll..S tJ,r 

11185 ~· 

Rtgular Persanne1 

Tot.al • • • • • • • • • • • • • • • • •• • ••.•• • • • • • 

• s,ooo 
1,800 

• 6,800 
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OFFICE Ql. :rim OBNEJW, COl!IISE,L 

Estimte of Personnel Required to Handle Legal Work 
Incident to the Emergency Relief Proaram During 1939· 

2 Attorneys c $4,000 ( S. A • l!cCaskey & $8,000 
R. R. Roaper) 

2 Attorneys c $3, 200 (Evel,yn E. West & 
Teresa Campbe) 

6,400 

1 Attorne-.r 0 $2,600 (0. F. Reeves} 2,600 

3 Attorneys Q $2,000 (J. o. ~. 6,000 
Wm. Helvestine & 
11'. H. Seyder} 

1 Seci'(ltary a $2,300 (Laura s. Wnl.ker) 2,300 

1 Secretary Q $2,000 (Eleanor H. Haley) 2,000 

1 Clerk-5tonocrnpher G $1, 860 (Virginia !.!. 0 1llea.le) 1,860 

4 Clerk-5tenoeraphers Q $1,800 ( I.orrnine D. Hughes , ?,200 
Agnes Jolmson, 
Velma L. Shelly & 
lL1l.dred B. Vettorl) 

2 Stenoer::-phers ~ $1,680 (Gertrude C. O'Hare & 
l:arian J. Vouk) 

3,360 

1 stenoerapher e $1, 620 (B~he A. Vroomn} 1,620 

1 Clerk il $1,620 (Barbara E. Br<tm) 1,620 

1 Stenoerapher e $1, 560 (I1111an L. Lockhart} 1, 560 

l Clerk c $1, 440 ( So.rB iJ , Grant} 1,41.0 

l Clerk Cil $1,200 (Anna A. Somers} 1, 200 

4 Uessenll')rs @ $1,200 (E. E. Lee, H. I . 4,800 
Wir;gins, J . W. Porter 
&. W. B. !Jitchell} 

26 Empleyeea $51,960 
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OFF1CE 2£: 11m GE!!E!!AL comm 

JUSTIFICJ.TIO!I FOR P\lllt8 REQUIRED TO IWIIliB 'IIORK DICIIIIIIT 

TO l!lotERQQlCY RELIEP J.CTIVI'l'IES DURlNG 1939 
(26 positions; aggropte aalaries, $51,960) 

To provide tor the )>and11ng of legal. work incident to 
the relief prognu:~ in a unit devoted sole:cy to that 110rk 
would require personnel in excess ot that covered by these 
estimates, in addition to which there 110uld result duplieo,.. 

tion of effort o.nd increased overhead expense with no re­
sult:IJI8 advantage . The practice has, therefore, been not 
to attat!pt to segregate relief work in a single unit but as 

occasion required to call on legal personnel cltrri.ed on 
other rolls to ho.ndle relief wor k, to offset Tlhich person-
nel carried on the relief roll have been required to per-
form work not pertaining to the relief program. As a prac­
tical matter enployeos thro118bout t he office, frott the 
General Co~msel down, regardless of the roll upon 11hieh 
car ried, devote vorying portions of t heir time to the handling 

of work emanating from tho relief program. This est imate, 
it is believed, reflects the minimutl amo~mt Tlhich will be 
required if we continue thus to handle t10rk growing out of 
the admilU.stration of the relief progron. 

!Q!lK ]lNOLVED 

Disbursements: 

The office handles problems growing out of 
the issuance nnd negotiation of checks ( 81,009, 000 
last year) in connection with elllOrgency relief 
activities. Questions involvin£ forgery, improper 
indorseuent, liability of presenting or cashing 
bllnk, crimina.l o.nd recllllllation proceedings, claims 
for duplicates, etc. , nre considered and tho Treas­
urer of the United St4tes, Colllmissioner of Acco~mts 
and Deposits, the Chief Disbursing Officer, and 
other admlni atrative officers of the Depa.-tment 

advised as to their course of action. Bonds of 
ind«mnity in duplicote check cooeo are exam:l.ned 
for form, execution, and legal sufficiency. lJaD7 
of theso questions result in liti,gation which 
imposes an additional burden upon the Office of 
tho General Co~msel. 

Secret Service: 

In addition to lecaJ. services rendered to the 
above-referred-to administrative officers, exten­
sive legal assistance is also given the Secret 
Service in connection with ita activities in inves­
tiaating bauds arising out of the disbursement of 
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rellef funda, iMluding tbe appNI!eMico end pro-u­
tion o:t persons perpetrating euoh frauds . 

Pl!rehases 1 

Contracts :tor the purchase o:t ater:lala, suppU.e, 
and eqld~t :tor rell.e:t activi.tae •• are procured 
through the Proe~t Divi.sion are pUlled upon b)' 
the Legal Divi.sion. Durillg the last :tisoU year the 
Branch o:t Suppl,y 1 Proe DI _..t Di vi.eion, entered into 
contracts :tor and purchased materials and suppl14e 
in connection with relief projects in the amount of 
approxiJI>atel,y $24?,0001000 . The 1110re illlportant o:t 
such contracts and purchases, and questions arising 
in connection with the perfol"'IIU\oe and settlement 
thereof have to be reviewed in this office 1 partiou­
larl,y where major questions of policy are concerned. 

General. Aco rtiJm i>ffioe1 --N111!18r0US le!>U problems arise involving the avail­
ability of rol.1e:t .f\mds :tor particular purposes which 
reqldre the attention of the General ColmSel's Office. 
Such problems reqldre, in addition to research in the 
office, extensive correspondence and contact with the 
Office of the Comptroller General. 1'.aey questions of 
suspension and disa.llowance raised by the General Ac­
countina Office are al.so referred to and handled b;r 
the Office of the General Counsel. 

Central Accounts Office: 

Legal aas16tanee is rendered the Central Accounts 
Office with respect to legal problem arising in con­
nection with the pre-6-udit of emergency rell.ef expendi­
tures • Legal work is also done in drafting me1:10randa 
of accounting procedure to be followed. Representatives 
of this office confer with administrativo and legal 
officers of othor Government agencies concerned with 
relief expenditures relative to procedures to be fol­
lD'II'ed in hanc:ll.in8 payments in their behalf. 

Coppramise: 

'Ire havo D\llliOl'0\18 legal quostiona in cannectico with 
offers to coaproci.se disputed cl.dl:la arising out of re­
lief disbursements and purchases and all aucll oi'i'ere 
must by statute be pesaed upon b;r the General Counsel. 

Goneral.• 

All an incident to the handling of legal110rk in 
connection with the relief prograa there is o:t course 
the uaua1. administrative work, in addition to which 
fomal. and in:tor.l. op1n1 on a are rendered for the in­
fomatico end guidance of the •dw1n1etrat1ft oi'i'ioere 
coneemed. 
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!lJWl. CJM 1S QFFlQ 

(44 employees, $61,980) 

1 Clerk 0 
1 U!ldor Clerk 0 
1 Asst . Clerk-'l';yp11!1t 0 
2 Clerk..stenogll. 0 
2 Jr . Clerko.Stenocs. o 
4 Telegraph Operators 0 
? Opr. Of f . Dev. 0 
2 l!imBograph Opr. 0 
2 J.!ilneograpb Opr. 0 
6 Telephone Opr. 0 
5 Telephone Opr. 0 
1 Chauffeur e 
1 Chauffeur 0 
1 Chauffeur 0 
2 Chauffeurs C 
2 Chauffeurs 0 
2 JJessencers e 
2 Asst. Messengers 0 

44 

$ 1, 260 $ 
1, 260 
1,620 
1, 620 
1,440 
1,800 
1,440 
1, )20 
1,260 
1, )20 
1,26o 
2, 100 
1, 800 
1,680 
1, 260 
1,200 
1,200 
1,080 

$ 

The Chief Clerk ' s Office is bandlin8 considerable work 
rela.t~ to ccmnm1cot1on service (telegraphing and tele­
phoning) ; duplicating of every description, such as pbcto- • 
stating, mimeographing, multilltbing and multieraphing; and 
special messenger aorvice, all related to the Emergency R­
liof program. 

l , 26o 
l , 26o 
1,620 
), 240 
21SSO 
? , 200 

10,080 
2, 640 
2, 520 
?,920 
6,)00 
2,100 
1,800 
1,680 
2,520 
2, 400 
2, 400 
2,160 

61, 980 

To a great extent the employees carried on the Emergency 
Relief Roll spend their entire time on work connected nth 
emergency r elief. On the other hand, the emergency relief 
110rk nat~ hes been handled in part by regular or pens~ 
nent employees and certain of the emergenc;r relief eq>l.c~Teea 
have been used in connection with the regular 110rk1 this 
condition being in the nature of a necessary offset. 

T'ne general business of the Dapa.rtment unquest.ionabl;r 
has been incroaeed a e a result of the Emergency program. 
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There 1a a definite juatii'i.cation for the eoaploywmt 
of the 44 pereone oarried on the l!lllersenOT llel1ef Roll, 'llbo 
are additional. to the permanent foroe and are distributed 
as fol.lowat 

!2!:, ~ ~ lJl! Dupl.icating Soctionet 

2 e=ployeee at $1, 620 per annum 
? emplo7ees at $1,440 per annum 
2 employees at $11 320 per annum 
2 employees at $1,26o per annum, a total of 13 

On Telempb Accounti(lg: 

1 employee at $1,620 per o.nn11111 
1 elllpl.oyee at $1,260 per ann11111, 

QA Classification and Fj line: 

a total of 2 

2 employees at $11440 per arm\DII, a total of 2 

Telephone Qporators: 

6 EIO:lployees at $1,)20 per o.nnum 
6 employeec at $1, 26o per annum, 8 total of 12 

Telegraph .. rs t 

'• employees at $1,800 per o.nnum, a total of 4 

Special. lleseensero, Chauffeurs: 

1 employee at $2,100 per ann\DII 
1 employee at $11800 per annum 
1 employee at $1,600 per annum 
2 emplo)'eee at $1,26o per annum 
2 emplo)'eee at $1,200 per annum, a total of ? 

!Iessengerss 

2 employees at $1, 200 per annum, 8 total of 2 

Assistant Ueeeonnore: 

2 ecployees at $1, 080 per annum, a total of .2... 
44 

The •/Qrk being perfor.Aed by tho foregoing classes of 
cop1oyees can bo brie~ stated ae followst 
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Coocernins tJl8 force ampl.,ed in t be Duplicatillg 
Sectiona 1 tJl8 record abowls that thia force t1ll'D8d out 
du:ring the laet 12 11011tha )2,819 lliMograpb copies, 
nearl;r 5, 000, 000 sheets an tbe IIUl.tWth am lllll.tigraph, 
and approxiatol;r 1501000 feet of photostatic .,..k. J. 
apl endj d record for the groups. The above work 1IIUI 

aolel;r Emergency Relief • 

2. Telegraph Accountw 

These t110 employ-ees ars def1n1tel;r required to 
handle the additional. work in t he Telegraph J.cco1111ts 
Section in order to cope with the extra work brolJ8ht 
about by the Emergency Rellef progl'&Dl. 

Considerable work hes been perfon!Uid in connection 
with classification incident to joba held by Emergeney' 
Relief employees. As a smaJ.l contribution, one person 
has been employed to assist in this work, and on account 
of miscellaneous f1ljne and clerical work as related to 
the ~gency Relief program, a second person has been 
employed. 

4• Telephone 

The 'l'reaSUJ7 Departoent operates a central telephone 
lnd.tchboard in the main Treasury Bnjld1ng and an aux1Ha'T 
board in the Procurement Division. The Treallli1Y Board has 
ll positione and the Procurement BOIU'd hns 3 positions. 
To operate these Boards, the servi.oes of 28 employees are 
required, l.6 on the regular roll and 1.2 on Emergency Reller • 

Due to the increase in telephone servi.oe under tha 
Emergeney' Relief progl'8lll, it was necessary to definitel;r 
increase the force of operators. J. ;u....cour service ill 
maintained on the main 'l'rea8ll1'7 board, ll'ith cca operator 
on dut;r fr<all p.a. to 7 a .a. One operator goes en diJtT 
at 7 a.a. to relill'nl the m1dn1gnt operator and worb to 
2:.30 p.m. J. seoODd operator reports at 7 rJO a.s. and works 
to 3 p.m. ; a third operator reports at 8 a.m. and works to 
3:.30 p.m.; a fourth operator reports at SrJ() a.m. and 110rks 
to 4 p.m. ; 5 operators report at 9 a ,m, and work to 4r .30 p.m.; 
4 operators report at 9r .30 a .m. and work to S p.m.; 2 report 
at lO a.m. and 110rk to 5• .30 p.n.; 2 report · at 2r30 p.m. and 
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work to 11 p.m. In addition to the foroeoing, th.ore 
1s a supervisor and two assistant suporvieors, one 
assistant supervisor genero.J.:cy reportinG at S a .m. 
and the second assi-stant supervisor reporting at 9• )0 

a.m. Supplementing tho above, there are one supc~ 
visor and three operators engaf!8d on the Procurement 
Board, and three for rol.i ef. 

In addition to taking care of tile work assJ.&n­
conts, the force of operators r.rust be maintained at 
a sufficient level. in order to grant rest periods 

and annual leave, as well as sick leavo. 

5• Telearaph Operators (5 regular, 5 details, 4 emergency) 

The telegra~ business of the Depart:>ent has been 
very definiteq incroased during the past three or four 
yco.rs, and tho four operator a p:lid on tho Emergency 
Relief Roll have been found essential to proper:cy handle 
the business. Somewhat like the telephone :mitchboard, 
the telegraph office is open for the transaction of of­
ficial bll31ness :t'r<x1 ?: 30 o'clock in the morning untU 
at least S:OO o •clock in the cvaning, thus requiring a 
greater nlllllber of employees than if the office \TOl'O open 
for mere:cy a single trick of duty. 

6. Special J.!ossen,.ers ~ Chauffours 

The Trensur,y Dop3rtment is housed in 38 different 
locations in the city, and those activities of' the 
Departcent engaged either diroct:cy or indirectq in 

Eznerscncy Relief wrk are quartered in 14 separsto 
loca tiona. This has very definite:cy increased the 

opocial messenger and chauffeur work and has made it 
necessary to ccplcy the personnel of' these classes 
nO'n' carried on the El:lergency Relief Roll. Again this 
nork cannot be confined to an ordinar;r work day, but 
boeins ear:cy in the morning and fre<~uent:cy runs lo.te 
into the nieht. This service is available from StOO 
o 'clock in the morning untU 10:00 o'clock at nillbt, 
and later if the emergency demands . 

?. Uossengers ~Assistant J.!essengero 

The two cessengers o.nd assistant moasengers are 
a norl:lal incroose over the regular force to take care 
or work ordina~ assigned to this group. 
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S!lPERll!TOOINT Ql Vt1&§!lRY BtmMIQS 

(25 empleyeea, $321540) 

Joe s. Haight Purchasing Clerk $ 1, 000 

J.!D.rgaret I . Kerr Clerk 1,000 

Agr.os E. Henesey Assistant Clerk 1, 620 
Jennie C. Peluso Stenographer 1,680 
It>rraine J . ThompSo.n Clerk...stenographer 1,440 
!losalle 1.!. Sherrill Junior Clerk.o-Typut 1, 440 
Robert 1.!. l'lert Engineman 1, 860 
JIIIDCS B. Davis Ena;ineman 1,680 
HD.rvey N. Fitton Pailrter 1,000 
Leo Franey Painter 11000 
Charles Friedlllan Painter 1, 680 
Edmwld V. Jones Painter 1,680 
Charles L . Braund Electrician 1,680 
Joim G. Quiml. Storekeeper's Assistant 1, 400 
'i'ha::ns J . Branch Chauffeur 1,440 
An~Peny Joles sanger 1, 200 
Fro.nk L . Greene Jtessanger 1, 200 
Aloysius T • l.!1l.J.s laborer 1,260 
Jo.mes V. Gra;y Elevator Conduotor 540 

(until 12.-30-38) 
Tl\oms B. Page Elevator Conductor 540 

(untUl2-:30-38) 
Ednn E. Thompson Chanroman ( 4 hr. dey e so¢ p .h . ) 600 
Cot'liolia Parker Cbarl'loman 11 II II II • II II 600 
llina Viek Cbarwanan n II II 11 • •• 600 
Clara Wheeler Chanlooan n • • • II •• 600 
Betty E. Jones Cbarr.oman • n • " • •• 600 

$32,54() 

The mechanical, operating and maintene.noe forces available un-o 
der ro8'ller annual appropriations for the Treasury BuUolings in tha. 
District of Collll:lbia under the supervision of the Superintendl!llt 
hllve for the last five yea.rs been serious~ inadequate for the proper 
I:ISi.ntenance 2nd can:~.geccnt of such ~~~. This bas been eapeciall;r 
true '1'11 th regard to tho J:llin Treasury Building and tbe Treasury Annex. 

Under normal conditions this situation, 11hioh has repea~ 
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boon brought to the attention of Congress, would have been remedied 11.1 
an adequate increase in the a.munt of the regulo.r a.nnual appropriations. 
During the last throe years, however, the Emerge007 Relief a.ppropriat1on 
bas been empla,red to boar its proportionate sho.re of operating and 
mintollllnCe expenses . In this connection, attention is directed to tbe 
f&et that during tho last tbree years the personnel occupying the main 
Tm~eury Build1ng and the Treasury Annex have not been engaged entirel.T 
in the nozmal. work of the llepartmsnt. 
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For OlCBiliPles 

In the ain Trea51117 Buil.ding, with a total. 
occupancy of ovor 2, 300 persons, there are 327 
persons (or over l4 per cent of the totel occupancy) 
engaged in work direct~ related to the emergen07 
relief progl'IIIO. 

In tho Trea51117 Annex, wbi.ch ia occupied b,- the 
Division of Disbursement, out of a total. persollllel. 
of 700, thore aro 1.20 employees (or about l5 per cent 
of the total occupancy) engaged in disbursing 110rk 
dircctzy related to the emergency relief program. 

For tho fiscnl year 1939, to provide mechanical, operatine, 
and custodial. amplcyees for tho maintonance not on:cy- of the 
Treasury Building and the Treasury Annex, but also of the 
Liberty Loan Bn1Jd1ng and the Auditors• Bu1ld1ng, the regular 
awrua1 approprintion ia $)2?, 800. As shcmn ey the above 
state:Dent, the Superintendent's office llllpl.ey's, in additi on 
to the force provided ey the reguler appropriat:iDn, a force 
of 25 eoplcyees lfhose s:U.aries, paid frot1 EmergeDCT Rel.1et 
funds, agereente $)2,540· 

B:r a comparis on between tbiB f1curc and the amount of 
the r egular annual appropriation ($327 , 800) it will be aeon 
that it represents an augmentation of less than lO per cent, 
or less than tho ratio as is bome by t he number of emerBeDCT 
relief employees in the Treasury Building and the Treasury 
Annex to the total. number of employees in those t1IO buildings. 

In the lest •Hearings Before the Subcm:::littee of the 
Coaxittee on Appropriations" it is shown that the :inadeqU807 
of the Superintendent 1 s forces 11118 disclosed to the sul>­
coroittee, and that, at the request of the subcOimllittee, a 
table tms subz:dt ted (and printed) eboTiins positions on the 
Emergency Relief roll which the Superintendent requested be 
included in tho regular appropriation for 1939, in order thD.t 
they might be d 1 vorted from the emergenoy roll to the regular 
roll after J~ 1, 19)8. 

The positions listed on the above atate::>ent areesaential 
to the proper conduct of the work of the Departcent and nane 
of these positions could be eli.s:dnated without :iJ:lpa1ring the 
efiicieDCT of the 110rk assigned to the Superintendent of 
Trc.aBlJ%'7 Bu11d1ngs. 
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(17 empla,yeea, $2) , 800) 

lAeaistant Clerk • • 1,620 • 2 Clerke • 1, 440 
1 Jr. Olerk • 1, 440 
1 File Clerk • 1, 440 
2 File Clerks • 1, 260 
l tinder Clerk •• 1,26o 
4 Sr. Typiete • 1,440 
2 Jr. Clerk Typiste G 1, 440 
l St11110grapher Typiet • 1, 440 
l Jr. Opr. Off. Dsv. • 1, 440 
l Uesaenger • 1, 200 

An estimate for 17 employees, with total ealsries o£ 
$2)1 880,18 subm:l.tted. These emplo:yees a.re now on duty in 
the Division of Appointments and a.re pe1d from EllaergeDCT 
Relief f\mds at the eoJ.aries in<tl.cated. 

The number of amplo:yees of the Troaauzy, depa.rt1:1ental 
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1,62o 
2,880 
1,1:'.0 
1,440 
2,520 
1, 26o 
s,76o 
2,800 
1, 440 
1, 440 
1, 200 

and field, pe1d from DDergency Relief .funds vnries. It baa 
been u high ae 16,422, and at the preeent tims 1s in excese 
of 10,000. Tb1s Div1sion 1s required to prepare all lettere 
making appointments, transfers, promotione, demotions, ehangee 
of designation, lito. among t his personnel, and to keep recorda 
and files of sam11o Tho Civil Servioe CoDIIIiasion requires all 
the appointments and all changes in th1s force to be reported 
to it. In the interest of ee0110111r, the work 1s hant!l ect aJ..oai 
with the work eormected with changes in the regular force of 
the Treaauzy. For instance, in the File Seotion we do DOt 

undertake to keep all papere relat.ing to the -118007 -
plo:yees separate from those of the regular roll eo:rpl.oTees of 
the Treasuxy, and the same procedure 1s followed in other 
sect ions of the Dl.vision. A f 8fl of the -seney- eq>lOJ'SOII 
do 8(11118 regular rollwrk in eormeotion with the -rg8DC7 
work. This, however, ia offset by regular roll eaplDTeea 
doing not o~ their regular 110rk, but also work coDDected 
with the Elllargenoy Relief elllployeea, particular~ the adm1n-
1strative staff and heads of the vnrioua sections. 

• 
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The t1X%'110Ver aong Emergency Reli.ef apl.a,'eee 1a at 
least 50 per eent greater tban among the regular roll _. 
pl.o1'oes, thus neoeaaitatiDg :. larger per cent of ehazlgee 1D 
:.ppointl:lents, trenafere, deaignationa, eto. Furthenlore, 
the appointl:lenta of Emergency Rellef eap].oyeee are lilllited 
to the i'iseal ~. neeesaitatiDg new appointl:lenta for tboee 
whose appointmenta are e:xteDded fi'Om one f1acal ~ to 
another. 

It is believed that the estimate of 17 employees, with 
total salaries of $2)1880, for the Dlrtaion of Appointments, 
is a very modest one and should be granted, 
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DIVISICif 2l. PBnrJ'IW 

l Editorial Clerk 
l Bookkeeper • 0 

1,800 
1,800 
1,440 
1, 200 

$ 1,800 
1, 800 
1,440 
1,200 l Stenographer 0 

l Chauffeur • 

4 $ 6, 240 

The Di.vi.sion ot Printing transacts all of the Trea8'U%'7 
Depe.rttlent r s printing and bi:lldin;r buainass with the Govern­
ment Printing Office and outside oontractore. 

An estimate of the cost of tJte printing and binding 
ordered is fumished by the Publio Printer for entry in the 
rocords of the Dirtsion as an encumbrance against the appro­
printion involved. If the job is printed from original cop:r 
and proof is reqtdred, an accurate record of the time the proof 
is received and returned to tho Public Printer is caintained. 
The proof is examined to see that the corrections to be made 
are indicated in suoh a way as w111 be understood by the 
printer. The Govemcent Printing Ofrice is contacted ds.il;r 
regarding the progress of tbe work, that activi.ties interested 
my be kept infomed as to the delivery date. After delive:cy 
a bill is presented by the Govenwt Printing Office which 1s 
audited and recorded 1n the dirtsion and fonrarded tbroUBb the 
proper channels for payment. In other words, a C(l:!plete his­
tory ot the work is mintained 1n the Di.vi.sion of Printing froa 
the time of its inception to its OOIIIpletiono 

The Emergency Relief work of the Department bas caused a 
tremendous increase 1n the use of continuous folded forma. Aa 
thic style of printing can not be produced in the QO"'auwwmt 
Printing Office, additionlll time and labor is necease:cy to rill 
requisitions therefor. In proouring continuous folded foms 
the routine procedure outlined above is followed and a waiver 
is granted by the Government Printing Office authorising pur­
chase of tho forms from outoide publiahing fU..Oo 
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Such purchaees require the propnration of specii'ica­
ti0118 ; the preparation of advertieemente; the eoll.citation 
of bide for J:'umishing the forme desired; the examination 
of all proposal.s received; the mald.ng of an a'IIIU'd to the 
laweet bidder c~ with the specii'icatione, the 
execution of a contract and. t:be plAcing of orders therefor. 
Vouchers for continuous folded foma are given a pre11rr1n&'T 

audit and recorded in the recorda of tbe D:l.v111101l. 

It is al8o frequent4' necessary to conduct corres~ 
pondence in connection with delivery and tho auditing of 
vouchers . · 

The urgent nature of much of tho printing required 
by the various agonciee of the Department in the per­
fomar.ce of Emergency Relief 'II'Ork requires numerous special 
tripe to the Government Printing Office by representatives 
of tlle Division to insure prompt c!.eliveey. 

The fol.J..cm1nc table slums the m:mber of blank forms 
ordered by tbe Division for the Departlllent agencies handling 
Emergency Relief trork and the S\111!5 oxpended therefor during 
the past 3 fiscnl years: 

Fiscal Yenr No . of Blank Forms Amount Expended 

$28,038.27 

630,368.00 

1935 

1936 

1937 

14, 083,620 

354,503,825 

256,783,494 688, 201.00 

lllll!lbor of Emergency Relief Checks ordered 
by tho Div-lsion during the past three 
fiscal yearst 

Fiscal. Year 

1935 

1936 

1937 

llo . of Checks 

17,695,300 

88, 678, 800 

61, 017, 500 

The followinc table sh""" the araounts elq)CDded by the 
Division durinc the past three fiscal years for the agenoios 
handling tho major part of tho Department' e DDergeney Relief 
activitiest 
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1932 ~ 19.37 

Accounts and Deposita $28, 038. 27 • 278,0'16 • 399,516 

Diaburaament 118, 810 100,047 

Procurement, suppl;r 179, 120 1.42, 417 

111sccllaneous act1rlt1ea 54, 362 46,221 

Total for Department $ 28, 0)8. 27 $ 6)0, 368 • 688,201 

All emp1o;rsea of the Division of Printing participate 
in the work cor.ococted with the bandllng of Printing aDd 
Binding requiii'!e a ,j)le cost of which 1e cbaraeaJ>le to 
Q:lergency Relief 1 and to ofi'set the time devotod by the 
regular emplo;yeea of the Division to the perto:n:>SnCe o! 
e<>ergency work, it ia necessa17 to be'"' the serrlce o! four 
employees . 
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June l, 1938 

I called on Cordell Hull with Wallace to 
talk aoout making a loan to China eo that they could 
buy !lour and cotton gray gouda. I let Hull know 
1n advance what we were going to dlecuaa, at hie re­
quest. 

Wallace presented the oaee on the basis that 
it would be helpful domeetioally and inasmuch as he , 
Wallace , thought China was going to win the war, in 
t he ruture t hey would reel kindly disposed towards 
us on account or t his loan. 

Hull said that when we made a similar loan 
to Cnlna, in either 1933 or 1934, the Japanese pro­
tested. Hull seemed to have the Japanese very muob 
on hie llll.nd and said, W'nat would we think i! he asked 
the Japanese whether they oared to buy any cotton or 
wheat , and t hen i! they turned us down it would leave 
us more or lees tree with China. 

Hull twitted Wallace about having eo much 
cotton and wheat. He said, I thought you had all 
or these things under control. Wallace said that 

lG~ 

they had not at t empted to cur tail either wheat or 
cotton , which or course is wrong in the oaee or cot­
ton, but I did not want t o oontradiot him at that time. 

Wallace then changed t he subJect and said that 
yesterday in hie discussion with t he President that he, 
the President, had told Wallac e that he had not approved 
or Ickes coming out !or Martin or Hopkins coming out 
!or Wearin i n Iowa. ( I had seen the President a day 
or two after Governor Uartin r~d been defeated in 
Oregon and he told me at t hat time that Ickes had ooma 
to eee him and aeked him how he would reel about his 
oollll.ng out !or Martin and the President told me be 
replied by saying to Ickes, 'Harold, i! you do I will 
not aek !or your resignation.') 

The Pr esident yesterday at hie press oon!er­
ence, ott the r ecord, said the following in regard to 
Hopkins coming out ror Wearin: 

dent 
make 

(Note: this dictated by Gaston) The Preai­
was asked whether he had authorized Hopkins to 
t he statement endorsing Representative Otha llear1n 
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for the Senate againet Senator Gillette. The Pree­
i dent eald, 1That 1 e just another of t hoee things. 
lhen some candidat e announces that he has WhiteHouse 
endorsement, if 1 ear be baa not that giYea support 
to hie oppoeiti on. I f 1 say he baa , of course the 
oppoeition won't l ike it , a nd eo 1 can' t aay anything, 
but in tllU case 1 will t ell you ott the r ecord , and 
I want you t o make i t absolu tely ott the record, no ; 
I did not approYe thia stat ement .• 

110 

Personally , I belieYe that he approYed of both 
the moves in Oregon and I owa. 

Before Wal lace came in , Hull t alked Yery pea­
e1m1st1cally about eYeryth1ng and eald that the Preei­
dent seems to be mor e 1nteree t ed 1n reform than he 
does 1n recovery and blamed moat of it on Jimmie 
Roosevelt . I found Hull extremely earcastic and 
bitter in his a ttitude towards the White House. 

Hull said he was leavi ng this Thurs day night 
to make a speech in Tennessee and will give ua an 
answer on t he loan to China before leavi ng. 

He told me when I was with him alone, he eaid, 
'To show you bow the r n1te House treats me , he said , 
I have asked t or one measly d1plomatio post tor a man 
from Tenneeeee. He ea1d, I got the appr oval of both 
senators. He said, This 1e t he only post I have 
asked for out of all the positions and , he said, 
Bef ore the President would approve it he sent f or 
Senator Berry , ot Tennessee, and asked him how he 
felt about it . • Hull seemed to think that this was 
terrible . 
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F EDERAL H OUSING ADMINISTRATION 

MEMORANDUM 

111 

DATE June 1 , 1938 
Mr· . Morgenthau 

FIGURES FOR 'r.EEK ENDING ~y 28, 1938 

FOR TilE l!EEK: 

~ortgase• Seleoted 
lo!ortr;ages Accepted 
f>rollll.uo f>aying U..rt&ages 

Property Improvement Loans 
(Amended February , 1938) 

CULnJLATIVE : 

Mortgages So1eotod 
Mort&•&•• Acoeptod 
Premium Payins Uortgages 

Property laprove..,.nt Loans 
(Amended February, 1938) 

Week Elld1n& 
llt.y 28. 

1938 

liluober 

5, 186 
3, 482 
1 ,_706 

8 , 419 

416 , 394 
307 ,039 
233,071 

70, 110 

Amount 

t 24~054,163 
15, 218, 200 

7 , 402 , 500 
r 

4 ,013 ~939 

$1, 752, 492, TOS 
1, 258;.500, 808 

957, 827, 567 

33, 238, 176 

Corresponding Week 
J:.aa.t Ye&r 

1937 

$15,118~575 
11;125, 010 

8;639;383 

Under originel Title I (oxpired April 1, 1937) 1;450, 860 
modorni tation notes wore insured amounting to $560,603, 240. 

300 D1rlo1on ot Bconoaico and Statlotloo 
Operatins Stat1at1co Seotion 
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IIIJ'LOWE!IT ~ llPA PROJ!:CTS, BY SU!J 

UJlTEI> SU!&S AJill ftUI!CJliiS 

Woeka bli~ x .. y 26 o.ad h y 21, 1938 

Weekly WPA llop1o,..at 
S.riea - Table 1 

112 

OJWm TC71'AL 
COJII'tMElltAL IINlTE:D SfA'I!S 

Ala b ... 
,lrl&OOI 
.&.rklln.u.• 
Cal ifornia • Total 

Norther-n 
South•rn 

Color-.do 

coooectlcu.t 
Deb,.,.. 
Dlttrlot. or C'ol•bla 
Plorlda 
Oeor&la 

r.entuc)cy 
Louldanc 
Xclno 
Mt~ryland 

)l{cut&chuaot.ta 

ll'ebraaka 
h w-ada 
1tew J!oopo~lro 
Mw Jet .. )' 
...._hrloo 

lfelr York City 
Sew York (Exo1 . J .T.C. ) 
ICorth Ce.rol ina 
!lor t.h DU:ou 
Cillo 

Oltlah-
Orecon 
Ptnn.~yhanla 
Rhode ltlt.nd 
South C•rol ina 

South Dakot.& 
t•na••••• 
T•xa• 
otab 
Veraoc.t 

Vlrc-ln.l& 
'lruhl~~~t.., 
W.at VlrctAU 
W'hooulA 
"1~ -lt 

43,169 
9 ,661 

36 .01.2 
91. .999 
'5o.li'7lJ 
44,521 
28, 083 

23, 551 
}, }12 
8,215 

35.~ 
45. 359 

9 .6oo 
217. 367 
92.869 
33. 522 
35.918 

60.3~ 
31 ,682 

8,008 
12,629 

105 ,4H 

175.790 
62 , 101. 
3}, 425 
<J1 , 159 
19.572 

29.055 
2 , 195 
8, 366 

90.JEJ9 
10, 01.3 

161.,727 
56.588 
35 .330 
13, 124 

Z}8,609 

65.~ 16,7 
2LJ,, 8}6 

:LI-',283 
34 .o44 

15, 374 
32.735 
80, 355 
10, 347 
4 ,983 

23 .3<19 
L4..Lo1 
43, 134 
71 ,755 

1& .210 

1,686 

41 ,288 + 1,881 
9 .715 54 

}6,086 44 

~ ~ 
201 

28, 168 85 
22,9}0 • 621 
, ,265 • 47 
8, 192 23 

£::·517 786 
,818 541 

9.768 168 
213,603 • 3 . 761. 
92.39} • L76 
33.534 12 
35.91•5 27 

60 ,445 56 
}1,816 134 
7 ,948 + 60 

12, 501 • 128 
10',) ,838 405 
169,3~ • 6 ,486 
62,205 101 
33.561. 141 
95.9'".>9 • 1 ,200 
19,}75 • 197 

29 ,no ~3 
? ,239 44 
8 ,2a& 78 

90.402 • 97 
9.955 ee 

162,695 2 ,0}2 
56.054 • 534 
34 . ;.11. • 606 
13,01.0 • a. 

235 .593 • 3 ,016 

65 ,338 265 
16 ,978 214 
2~ .376 • 5,LOO 

.~17 • 66 
3},658 + 386 

15 ,41!2 108 
32 .420 • 307 
80, 810 455 
10, 167 • 180 
4 ,950 • 33 

u.· l?1 268 
, 1~ 275 

42 .906 148 
71,672 + 83 
4.}80 uo 
1,740 54 

mii)[S PROOllEIS jJJIIJIISfi!ArlOB 
Dl•li1M or 

R .. ouch, St.t lttica ., ~~.nd Record• 
J\l.no 2 , 19} 8 
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REB 

Stcrttary of St~tE, 

Washington. 

470, JunE 1, 6 p . m. 

GRAY 

London 

Dated June l , 1938 

Rtc 1d 3 p . m. 

~'Oll 'l'FE!.SUTIY l"RO!o l3U'i'TER' ORTH . 

All 1~:- r!r~ ts i n thE city continuE rElatively 

~13 
l 

inact1 VE . Tllt rEport of a S\\C: t ten incidEnt causEd a 

strEnGthE ni n a in thE dol1.ar Ar:d a WE akEning of thE 

fr:mc i n t hE aftErnoon but thE volumE of trading wa s 

SMall , 

R~ors pErsist in not wtll-informtd quarters 

Of 0 t'orthcomine dollar d tvalua t ion , AmErican 

bst·!·s t~us queried dtnitd tl'..£ likelihood of any 

such dEVElopmEn t . 

KENVEDY 

HTI~ 

HPD 

• 
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p.A:JW>RR.ASI or U~ RJ:OIIVID 

114~ 
FROM: .LIIer1oan Jabaaay, Parie, France 

Dl'l'l: JUAI 1, 1938, 5 p.a. 

•o. : eeo new COCIUli.I. 

Paria ucb&Jiie aarlr::et wae quiet until report caae 

via .Stoclr::hola and .LIIeterdam of a new incident on SUdeten 

boundary. rranc then wealr::ened fr~ 178.11 to .40 and control 

nid._ently loet aoae aterling through operations by llorpDe 

a.nd Societe Generale. Rmtea wealr::er and aarlr::et nenoue, 

but recovered from worst. 

THE FOLLOWING IS STRICTLY COIIFIDENTUL. 

Today I had a tallr:: with the Minister of Justice, Paul 

Reynaud. In strict oonfidence he expressed certain op1Diona 

to ile. Reynaud i a not satisfied with the econ~ic and 

financial pol1c1ee of the Governaent he ie in now. In 

Ili a opinion the otepa neceeaary to recovery oan be talr::en 

only by a Governaent which 1e assured of a large -jority. 

Dur1.ng the preeent parliaaentary session - which should 

end about the twentieth of June - he does not expect 

any illlportant debatee. He doee not expect a crhia in 

t he present Governaent until p011ibly lovaaber, b&rriq 

internatioD&l upeete. In Ioveaber, he eaid, it -y be 

wrecked throup the futility of the pol1o1ae it lae 

adopted. 

EIID SIO'l'IOI 0111. 

BULLI!'l'. 

El:Ln 
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8&0TIOI a, Telegram lo. 880, June 1, 5 p.m. , from Parte . 

A new rrenoh tariff policy whioh will lower dutiee on 

raw materials and reduoe the cost of living and of indue­

t rial produotion 1e favored. by Reynaud. Reynaud reoo•ende 

more hard work for six days a week at leut. Reynaud 

expects the present Government to do little more toward 

remedying the situation. He does not wish a forced con­

version of rentee and he believes the recent depreciation 

of the franc to such a small extent and taken without 

constituting one part of a comprehensive constructive 
Ulueor;r. . 

program will prove to be /.:1. ttt#ff,,_. Renux of capital 

t o France h&e practically ceased already . 
for France 

Reynaud urgee/a currency sufficiently depreciated to 

afford an interesting margin of profit to business. He 

believes Great Britain and France will be obliged to lower 

their currenciee fUrther, in view of the heavy armament 

chargee. Reynaud is amazed that there should develop in 

the United States where courage and initiative have a.lwaye 

been outstanding eucha statue of stagnation, timidity, 

and degeneration as exist at present . He believes that 

the United States will need fUrther depreciation of ita 

currency to pull itself out of the present slough of 

despondency and to raiee raw material pricee . He se.ye 

t hat we have a solid base for a good deal of monetary 

expansion. 
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Si:OTION THRU. 

Reynaud is etUl blocked to a. great extent by the 

international political situation in what he calla a 1 eiolt 

world" and he etreeeee the importance of the democracies 

standing t ogether duri ng these perilous times when the 

fanatic leaders of Ita.ly and Germany and any day a world 

war might be precipitated by the militarists of Japan . , 

In caee of such a war, Reynaud wondered whether the 

Johnson law might be abrogated. When the next French 

crisis comes, Reynaud's concrete idea ie that the solution 

thereof should involve a strong French Government pa.rtioi­

pa.ting in a revision of the present Tripartite Agreement or 

in the negotiation with Great Britain and the United States 

of a new Tripar tite Agreement which would envisage the 

concerted depreciation of the t hree currencies to a.oh ieve 

the aims herein above suggested. He believes that for 

France there will be no alternative other than exchange 

control which he opposes ~~ a.s unworkable and undesirable 

for France as well as dieta.ateful t~ the other members of 

the Tripa.rtite Agreement. 

( END OF IWISAQ&) 

BULL ITT 

•l 3 f 1 J .1 J .l 

• 
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REB 

Stcrttary of StatE , 

Washington. 

869, JunE 2 , 4 P• m. 

FROM COCHRAN. 

ORAY 

Par111 

~17 

DatEd JunE 2, 1938 

REc 1 d 2 115 P• m. 

Paris txclmngE markEt i nactivE and still slightly 

nErvous . Franc wEakEn Ed f rom 178. 18 to . 35 by 4 p. m. 

and intErvEntion by contr ol was anti cipatEd around 

latter lEVEl . Littlt activity in Paris stock m~rkEt. 

Bank of FrancE statemEnt as of Hay 26 showEd no 

1moortant changts. Day to day mont y slightly t ightEr 

sincE subscriptions to national dEfEnSE loan must bE paid 

JunE 3 . MarkEt 1s gossiping of tarly issut of a loan 

for City ot Paris, pErhaps tor 500,000 1 000 francs at 

6~. Frtnoh rEvEnuE from indirEc t taxEs in April was 

146, 000,000 francs bElow EstimatEs. Dirtot taxEs for 

first four months 1451 000 1 000 francs abovE sam£ pEriod 

last yEar dut to highEr taxation and advancE in prieta 

following franc dtprtciation. 

Btlga 
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REB 
2-#869, From Paris , JunE 2, 4 p. m. 

BElga strongEr against sttrling and National 

Bank of BElgl.um may b£ ablE to draw gold from Londono 

Paris bankErs rEport that during rtctnt wttks 

and particularly s i nct Cztchoalovakia dtvtlopmtnts, 

AmErican banks havE drawn back .from London and 

continEntal ctntErs important part ot funds which 

thty had h ErE on "swap" opErations madt possiblE 

through sElling spot and buying forward dollars at a 

prEmium lowEr than thE intErEst such funds brought on 

t ht forEign cEntEr. On thE othtr hand cErtain EuropEan 

clt Ents art inclinEd now to borrow rathEr than buy 

dollars for normal nE Eds sinct thEy fttl currEnt dollar 

rntt too high. 

BOLLITT 

KLP 

l l 

4• • • . ' . 
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REB 

Stcrttary of Stat£, 

Washington. 

474, Jun t 2 , 6 P• m. 

GRAY 

London 

DatEd JunE 2 1 1938 

Rtc 1 d 2 136 p . m. 

FOR TREASURY FROM BUTTERWORTH. 

In a convErsation at thE British TrEasury Sir 

FredErick Philli ps said that hE had instructEd Rot 

Dutton, British Financial Attach£ at Paris , to procEEd 

to BrussEls shortly and look into Belgium situation. 

HE says that hE had bEEn givEn to undErstand that thE 

Belgian authoritiEs would likE to find a mtans of 

sEvEring thE b Elgas dirEct connEction with gold and 

adhEring to stErling w1 thout changing thE currEnt ratE 

becausE undtr prEsent circumstancEs whEnEvEr thE dollar 

m~vEd out BElgium tEndEd to lost funds. Phillips said 

that Rot Dutton had bEEn instructed not to givE thE 

Belgian authorities any Encouragmntnt to takE this 

st£p6 HE added somEwhat ;ronically that Great Britain 

did not wish to urgE any country to lEavE thE gold 

standard . 
Phillips 
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Philltps said that what hE got mainly from Paris wErE 

two rumors , onE to thE EffEct that the dollar would bE 

devaluEd to thE EquivalEnt or dollars 4.50 by thE autumn; 

and two, that lo!ontagu Norman had bEEn invitEd by thE 

PrEsi dEnt to visit thE UnitEd States . (IncidEntally the 

lattEr has bEEn and is still i ll with shingles) . ThesE 

rumors , Phillips maintai nEd, wErt bEi ng put about by 

B. As rEgards thE Frtnch position Phillips said that 

it was at least marking t im£ and that although on somE 

days recently thErE had bEEn an outflow of funds from 

Pranc e, the amounts wErE nEgligiblE and that thE 

Dal aditr GovernmEnt 's poli t i cal position sEEIIIEd assurEd 

for thE timE bEing. Phillips added that FourniEr was 

saving in pri vatE that things wert not going wEll but 

t hat activi ty was at such a low Ebb whEn DaladiEr had 

takEn OVEr that no quick imprOVEIIIEnt waS to bE EXpECtEd 

parti cularl y as thE decrEE measures had not EffEct Ed • 

any fundamEntal changEs . Phillips said that hE hopEd 

to stop off in Paris on hie way to the mEeti ng or the 

League FinanCE CommittEE MEEting at thE End Of thE 

month and sEt for himself how bad things arc. 

Ht 
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Ht 3skEd somewhat dEspondEntly about condi t i ons i n 

thE Unittd StatEs and dolEfully dEscribEd thE t r End hErE 

by saying that whErEas thE UnitEd Kingdom indicES had 

dEcli nEd lESS than anywh ErE ElSE hE COuld d Er i VE l i ttlE 

comfort from that fact . 

KENNEDY 

KLP 

1 I 

•• 
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GROuP !AEETING June 2, 19.38. 
9: .30 A. Y. 

Present: 

H. !J.Jr: 

Bell: 

H.U.Jr: 

Bell : 

R. r.! . Jr : 

llr. llagill 
Mr. Oliphant 
Jlr . Gaston 
Kr . Haas 
Mr. Lochhead 
.l(r. White 
.l(r . Upham 
!lr. Bell 
JAr . McReynolds 
Mrs . Klotz 

Have you read this Barkley thing, on direct 
relief'? 

No, I haven•t . 

Let me read it out loud: (~~~{:s:i~~~ ~~o~~~s:) 
"Mr . Bar kley. The amendment agr eed to yesterday 
was an amendment pr oviding f'or the earmarld.ng 
or t so, ooo,ooo or the fUnds for direct relief' . 
The Senator from Michigan t ried to increase 
the amount to $150 , 0001 000, without success . 
After conf'erring With the Treasury Department, 
the Secr etary or the Treasury, " ••. • • and 
Kr. Bell ... . 

No, I think that must be inserted. 

" • ••• and others interested in this problem, it 
has been suggested t hat the $50, 000, 000 may not 
be suf'ficient to take care or direct relief' from 
now until next January> when Congress will have 
an opportunity to increase the appropriation for 
direct relief. 

"It is necessary • and so long as t he p.resent 
situation continues, even perhaps aft er some 
improvement in it, it will be necessary for the 
Relief Administration or thew. P. A. to purchase • • • " 

Relief Administration or the w. P. A. - it' s the 
same, isn't it? 
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The Reli ef Administration is out of existence . 

n •••• to purchase considerable quantities of food 
and clothing and other supplies from the Surplua 
Commodities Corporation, the sur plus supply which 
is being utilized to feedand clothe and take 
care of people who ar e in distress, but for whom 
employment is not available . Therefore I am 
constrained to propose thet the committee amend­
ment be eliminated, and that in lieu of it t here 
be provided the amendment I am sending to the 
desk, concerning which I have conferred with 
the Senator from Colorado, and with a slight 
modification I think he has indicated he will 
accept ~he amendment. 

"PROVIDED further , That notwithstanding the 
foregoing provisions of this section, the Works 
Progress Administrator is authorized to set aside 
in a separate fund not to exceed $50,000, 000 
of the funds herein appropriated, to be used in 
emergencies for the purpose of providing relief 
to needy persons . 

And to insert: 

"PROVIDED further , That notflithstanding any other 
provision of this title1 the Works Progress 
Administrator is authorized, f r om time to 
t ime, out of funds herein appropriated, to use 
such amount or amounts as shell be determined 
by the President to be necessary for the purpose 
of providing relief to needy persons. Such 
amounts shall be uaed in the discretion and 
under the direction of the President, and through 
such agencies as he may designate ." 

Hereinafter appropriated. That is different from 
the previous. 

"Mr. Bar kley, Mr. President, this does not 
increase at all the total amount carried 1n the 
joint resolution, but it does give flexibility 
to the authority of the President i .n case of 
emergency, and unforeseeable need on the part of 
the people, to use a larger sum than $50, 000, 000 , 
1t he should find it necessary, through the 
W. P. A. or any other agency. 
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"llr . Borah. llr. President, will the Senator 
explain just what kind of relief would be included 
and be t aken care of by this apecia.l discretionary 
power? 

"llr . Barkley, I might give the Senator an 
e.xample of the sort of relief contemplated.• 

I want to get it down. 

I am not so sure that that isn' t exactly what 
you wanted . 

Vlhat? 

I'm not so sure that that isn•t exactly what 
you wanted . 

~cReynolds: It' s a limit of a hundred twenty- five m11lion. 

H.M. Jr: Here is llr. lolcK:ellar: "1lr. President, wby can­
not a limitation be put on this amount? Yesterday 
the Senate voted down a proposal made by the 
Senator from Kichigan to increase the limitation 
from $50 , 000, 000 to $150, 000!000. It seems to 
me that there ought to be a imitation placed 
on it or, say, $125

1
ooo,ooo, otherwise we 

simply turn the who e matter over and it might 
cause complications. or course, I am willing 
to trust the President and, indeed, would be 
willing to turn the whole sum over to him as we 
have done before, but this substitute, as 
offered, would destroy the theory of the bill 
as drafted . 

"Jlr, Borah. Jlr, President, do I understam 
that the Senator from Michigan is satisfied 
with the proposed substit ute? 

11Jlr. Vandenberg . I am satisfied with the sub­
stitute •••• 

"Kr. Borah. In other words , it seems to be neces­
sary to have no limit as to the amount? 

11llr. Va.ndenberg. Yesterday I suggested the 
limi tation of $1501 0001 000. The amount i .s 11m1ted 
solel y by the necessity which will ultimately 
arise, and which cannot be assessed in advance .• 
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llr. Borah, llr. Vandenberg, llr. Johnson. 

YcReynolds: The final analYsis was $125, 000, 000 . 

H. !i . Jr: 

Bell : 

H.!.! . Jr: 

Bell: 

H. !.l.Jr: 

!lag ill: 

"llr . Barkley: I cannot, ot course, ass1.1111e what 
may have actuated Senators 1n voting against 
the proposal to place a limitation of fl50 ,ooo,ooo. 
They may have thought that was too much. I hope 
it will be t oo much. I hope it will not be 
necessary to spend $150, 000,000, or $1001 000, 000. 
I do not believe anyone on this f l oor or anfWhere 
else i n this country is sufficiently prophetic 
to know hovt much will be requir ed to feed and 
~"' sow -for. ~hose people who cannot obt ain 
empl01illent.l' 

Well , then they must have come to - but he did -
I don ' t have to apologize to anybody for this 
thing. His original resolution waa: 

"Prov:\ded further , That notiYithstanding any 
other provision of this title, the Works Progress 
Administr ator is authorized, from time to time, 
out of funds herein appropri.ated, to use such 
amount or amounts as shall be determined by the 
President to be necessary for the purpose of 
providing relief to needy persons .• 

In other words, of the •herein a ppropr iated 
amount. " 

It means in this title. 

That means just out or the billion - one fitty. 

Well now, the ot her one is difrerent . I think 
the other one might come out or t he bill ion 
for W. P. A. 

Just read it. (Rands Kr. Bell Congressional Record . ) 
Teke a l ook at it; I 'll go around the room. 

(Nods to Mr . Magill. ) 

Senat or Ra.r rison called this morning to say that 
var ious people bad been up to see him - representa­
tives o! the states - in respect t o this proposed 
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legislation to eliminate the taxes on state 
employees for past year s . He said he - after 
discussing it a llhile, he said that he thought 
what ought to be done was for the Secretar y 
of the Treasury to issue a reassuring statement , 
but he didn' t think there sbould be allY legisla­
tion until t he next session of Congress . I 
told him I tbought that in line •Nith the 
President's message, legislation, if it were 
adopted, we ought to cover the whole thing at 
once, and he didn' t know quite what the legisla­
tion was, but he was clear that the sit uation 
ought to be ha.ndled by means of a reassuring 
statement rather than by legisl ation. 

\':e don't give those every day, All right , 
l'1hll t else? 

I think that ' s all , 
up with these state 
day and l ast night. 
all right. 

We - our people sat 
representatives all yester­

They apparently got on 

Did they get on all right? 

I want to commend llr, Gaston for his unique 
method of handling the publicity on this thing . 
I think it was excellent. Instead of having 
Sandy Klein a nd the others standing outside the 
ball, Herbert invited them all in. They saw it 
was deat hly dull and didn' t write up much of 
aeything . 

Too much material - no story. 

Ylell, I misunderstood the word, "hereinafter." 
I thought you were r eading "herein, " so it 1s 
the same as the other amendment - increasing 
it to one fifty . 
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Not the way he had it - not the way he introduced 
it first. 

No; that's right. He put a limit on it. 

Vfuat I am getting at, Barkley said he talked 
to me. What he did was perfectly right. Be 
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wanted to leave it to the President to decide -
no limitation, and they wouldn ' t take t hat. 
Senator llc!Cellar said, •wey not put a limitation 
on it.• Right? 

Bell: That's r ight . 

H.U.Jr: It's a question of the President - how much he 
needs for direct relief. The only kick they 
got is they will, most likely, say that money 
for direct relief will come out of the new 
funds and not out - but Barkley - t he way he 
introduced it was all right. I mean, he just 
said, •Leave it X dollars for the President.• 

Bell: It's all right, except the coney came out of 
v •• P. A. - limitation comes out oi' the whole 
fund. 

H.•,.Jr: But he didn' t come out for a hundred or a 
hundr ed twenty-five; he just said, "without 
limit ." (Nods toUr. Magill . ) 

Magill: That ' s all. 

H.,,!. Jr: Two Commissioners wanted to come over yesterday -
t hey had to see me before three o1 clock because 
petitio~ were coming down for some building, 
and I didn t t have the slightest notion what it . 
was about. 

McReynolds: Theytve been talking to me the l ast ten days. 
I told them when they got in to see me that they 
shouldn't bother the Secretary of the Treasury 
for space allottment, and they finally apologized 
and said they knew t hey shouldn't try to get 

Oliphant: 

llcReynolds : 

H.M.Jr: 

to you. They didn' t get what they wanted. They 
admitted that they \7ere trying to uphold their 
dignity. 

Hearl Hear l (Laughter) 

Ai'ter all, t hose f ellows in the Federal Trade 
have been pretty damned well treated by the 
Treasury. 

Honestly, I am surprised - I am just amazed at 
all these cuss words. 

127 
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ucReynolds : I ' ve got a sore throat this morning, and can' t 
talk. 

H. li.Jr : You'v£: wbD.tl A sort throat? 

ucReynolds : I ' ve got a sore throat and can't talk. 

All I can say i s, I wi sh you had one all the 
time. (Laughter.) 

!.!cReynolds: You don't need to T;orry. 

H.!!. Jr: 

U:cReynolds: 

Klotz: 

H. t!. Jr : 

McReynol ds : 

Klotz: 

H.U.Jr: 

l.tagill: 

H.U. Jr: 

Oliphant: 

B. ll.Jr: 

Oliphant: 

A couple more mornings like this and you will 
s hift a couple more of these personnel fellows 
around. 

I•ve got t o get some changes in the log before 
I can do that. 

(Inaudible . ) 

Did you get t~~t one? 

No, I d:l:dn•t. 

I 1 ve got a sore throat this morning. 

All right . 

(Telephone . ) 
lunch t hen -

Hello. Well , I may t r y it after 
we ' ll try it later. 

You (Yagill) all right? 

(Nods "Yes . ") 

(Points to Mr. Oliphant. ) 

Hester made inquiry of the Committee considering 
the Bailey resol ution to stop the purchase of 
foreign silver, referring to any likelihood of 
anything happening; he said_ there wasn ' t . 

You haven ' t got t hroat trouble, have you? 

No, mine is all right. 

128 
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I shouldn' t try to make poor Herman laugh; 
it hurts too much. (Hearty laughter~) 

This is the meanest crowd. 

And Rester suggests that we do what we frequently 
do in such cases - l e t t he question of the 
report on the bill lie until we hear from 
them again, which we probably won ' t until the 
next Congress . 

The check has not been delivered. It will -
I have here our letter of instructions to the 
Federal Reserve Bank under Ylhich t hey have 
acted •. ••. . . 

H. ld.Jr: Yes • 

Oliphant: 

H. M.Jr: 

Lochhead : 

Oliphant: 

H. :.t . Jr : 

Oliphant : 

H.:.t.Jr: 

Oliphant: 

Bell: 

B. M.Jr: 

Oliphant: 

• • • • • . which ought t o be s igned . 
will , presumably, come down this 
a ir mail . 

That check 
afternoon by 

(Signs l etter.) How many ounces of silver was 
it, roughly? 

Five million. 

~nd the money is down stairs in case the 
Ambassfldor ?/ants t o cash i t . 

What? 

The money is down stairs in case he wants to 
cash it. 

Will we give it to him in silver dollars? 

I hope it occurs to him not to cash it in an 
ordinary bank and let it go around through a 
series of ba.nks. 

What will he do w1 th the money, carry it around 
in his pocket? 

Can he really get cash? 

That's what Bernie told me. 

Regraded Uclassified



Lochhead: 

Oliphant: 

B.M.Jr: 

- 9 -

What's the objection to cashing it 1n a 
commercial bank? 

The possibility ot a lien being slapped on it -
trying to avoid litigation, 

Supposing he takes two and a half million 
dollars in cash and opens a deposit . Can't they 
slap a lien on tba.t? 

Oliphant: Well, we're out of it. 

B. l.I.Jr: I still think I pulled - I am very proud of rrr 
wrinkle - that was to put ~he silver directly 
in our assay o1'fice an.. not send it over to 
American Smelter and let it lie 1n the New 
England swamps. 

Lochhead: Have to leave that in the assay office some 
time . VIe can possibly have it smel.ted down 
there, but I don't know whether - does this 
action prejudice any subsequent transactions 
that may be considered for the same purposeT 

Oliphant: (Nods "No.") 

H.W. Jr: Now, you all. right? 

Oliphant: Yes, that's al.l . 

B.Y.Jr: Herbert, your friend wrote an editorial -
make a note of it - in the \'lash1.ngton Heral.d, 
about the stabilization fund. •Nobody knows 
nothing about the stabilization 1'und.• You might 
draw his attention to t he fact that every year 
I go be1'ore the Appropriations Committee ot the 
House, and I answer any question they want to 
ask me about the stabil.ization fund, and every­
body is ent1rel.y satisfied . Wbat •s the name 
of this fellow over at the Washington Herald? 

Gaston: Whigham. 

H.U.Jr: 

Kl.otz: 

Tbere• s never been any question. Will you get 
hold of Whigham? 

(Inaudible . ) 
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Oh, what they are doing, they a r e t aldng 
every single t hing which t hey think is close 
to the President - any money close - any 
money close t o the President, see? If they 
can find a weak link they attack this and 
see i f somebody knows something , and t hey 
call them up and if it ' s popular they will 

131 

go on it. Ther e ' s a whole gr oup - they try one 
t hing after another . They've got a fellow down 
here, a very smart newspaper man who plans 
these things; they try one thing, one thing 
after another. 

Is that Waltman? 

No, it•s no t ~altman. They Just keep poking . 
Some day they will get something - for instance, 
Hopkins. Normally nobody pays any attention 
to it; t hey are riding that for all it•s 
worth . They tried this t hing on the stabiliza­
tion fund; it 1 s popular - people get a r esponse 
and then - "Secretary of t he Treasury . .......... . 

I know it. 

When it catches on they will r i de it hard. 
VI ell, the Hopkins thing i s popular, and they 
will r ide that until they find something else . 
I understand this fellow just sits there; he's 
like a Louis Howe - he jus t plans this stuff, 
and keeps making these sugaestions to t he 
other papers and they shoot it off. MY 
authority is t he highest on it . 

(Nods to Mr. Gaston.) 

I ca n find out who he is . 

He 1 s a garnet man - no number , no telephone -
office unlisted. He's a ver y brilliant f el101v. 

(Nods to Mr . Haas . ) 

(Bands H. M.Jr . memorandum.) 

Oh yes - thanks . 

I wonder if' Dr. Parran should have a copy d 
Tapp•s • •• •• 
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Oh yes . .lnd I just called Dr . Parran am 
told h1m to get ahold or Wallace am say he 
was available. 

Tine. 

And I asked him, after he saw Wallace to let 
me know. 

Anything else, George? 

Your book 1S there, and has several new figures 
in it. It•s 1n that envelope. 

Barry, while I think or i t , Kr. Jloodeyts 
coming 1n at eleven, and will you be here to 
meet me. Eleven - will you? 

(Nods "Yes.") 

Let me see this (black book) . What I Are you 
going in for pictures'l Huh'l 
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Haas: Thought you could see them better. 

H. 1.1.Jr: 

Haas: 

B.!.I.Jr: 

White: 

H.ll.Jr: 

White: 

• • ••• seconds -days in May. Bow do you explain 
that? 

I don't know; it ' s just the reverse. 

It•s up, isn•t it? 

There are statements running around - ru.ared, 
that the automobile companies may increase their 
output inventory for the next month so they can 
shut down during the two months precedi.ng 
October. 

I see . Well , I read that - Kintner and Alsop. 

I think Kintner ~~ade it orally. 

UcReynolds: Yes sir - day before yesterday. 

Haas : 

Oliphant: 

• 

Yeah. That ' s toligh. 

That ' s a new srinkle - their running up the 
inventory • 
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From the figures we have, Harry, they don't 
have to run anything up. 

It ' s also interesting - the people like 
Woolsworth and Coca Cola - those people 
continue to do very well. You haven ' t got 
Coca• Cola, but Coca Cola is running forty 
per cent ahead of last year. 

The whole field , like department stores, is 
about forty-four per cent . The retail 
business is redeclining, and close. Those 
are the ones where there's been increasing -
are the ones wher e they have reduced prices and 
moved the goods out; where the prices have been 
maintained rigidly there basn' t been anything 
on that. 

On the general situation, we 've got the President 
and Vlallace to agree on going ahead on a nutrition 
progr am of between seventy to a hundred million 
dollars , to bring up the standard nutrition to 
about a million three hundred families through 
the Surplus Commodity Corporation, and Wallace 
and I saw Hull on the idea that we loan up to 
a hundred million dollars to China to buy cotton 
goods and flour, and Hull is to give us an 
answer today or tonight whether he wants to 
veto it tonight. I have Jesse Jones for lunch, 
and he's enthusiastic about it. 

Hull wasn't? 

Pardon me. 

Hull wasn't interested? 

Oh, he doesn't want to do it without offering 
it to Japan - call up the Japanese Ambassador -
"Hello Ambassador, would you like to buy some 
wheat and cotton today?" "I don't want to 
buy any.• "All right . Goodbye . • •so,• he 
said, •otter it to them.• - "Well, you had 
the first chance; you didn ' t want any." 

I am just a little bit afraid that the Jap 
wouldn'1. say just that. 

• 
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I'm afraid the Jap will t ake him up. 

No, be will t ake •••• • 

Wouldn ' t be say, "What are the terms, !ir. 
Secretary?" 

But he thought he ' d make that gesture . 

Do you understand that if he said yes, they 
are going to extend them credit. 

I f r1e do it with the Chinese. 

Good nightl That changes it . 

Mr. Hull, I think, is i n our corner; I think 
he is . We 1ll know before tonight, for he ' s 
leaving tonight . 

0 . K. (Nods to llr. Lochhead.) 

That new steel issue came out this morning, 
selling at two and a half point premium. I 
think they priced it dovm pretty low, but it 
shows the market is moving under the new issue . 

That silver f r om Bankok - we are preparing a 
memorandum on the conditions in Siam, and some 
recommendations before you consider it. 

Doesn' t that mean a personal inspection? 

Siam? 

Tha~•s what I understand. 

That isn' t a good location. 

I know a better place. 

13'1-

Di d I tell you my story about Bryan a.nd Siam) 
and this American Kinister came to Constanti nople 
when my father was on his way out to Per sia. 
When he got t here he was completely broke; he 
had a family - a large family, etc ., and so on, 
and was a great personal friend of Bryan' s , who 
was Secretary of State. And so - whatever his 
name is - we ' ll call him Jones - said, "How 1d 
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you happen to pick Persia?" Be said, "Well, 
you know 1 Bill and I grew up together and 1 " he 
said, "he sent ror me one morning and said, 
' Ed, I want to do something ror you, being 
school boys together, and I've got only two 
posts left. One is Siam and the other is 
Persia. ' I kind of thought a minute a.nd I 
said, 'Well, Bill, I don ' t think I exactl y know 
where Siam is , so I guess I 111 take Per sia.' " 
And then the arter thing there is, this fellow 
told my rather, "I am broke . " "Well, why don ' ~ 
you go in the r ug business?" Well, t his rellow -
rugs were worth ten c ents on a dollar; you could­
n' t get them out . This fellow bought rifty 
thousand dollars worth or rugs and he came in 
here and claimed, as an Ambassador, he didn ' t 
have to pay any duty and t here was the darndest 
scandal you ever saw. He arrived here with 
rifty thousand dollars worth of rugs and said 
they were part of his effects. 

When you get ready to consider that you might 
think or talking with Mr . Stevens I Chairman or 
t he Tariff Commission. He r eturned only l ast 
year, so that if - only l ast year , so if 
nnything comes up you might wish t o talk to 
him. 

Ylell , you talk t o him. 

Here is something; i t probably has a f ew smiles 
in it. You asked for it some time ago. 

Yeah. 

(Nods to Mr. Upham.) 

Nothing. 

(Points to Mr . Bell.) 

I have nothing. 

You 1d better stay a couple minutes. 

wac? 

WcReynolds : Still have a sore throat. 

' 
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H.Jl.Jr: 

Klotz: 

- 15 -

All right, let t s see 1t we can't get something 
that is hard tor Mae to do, and see i t he 
can•t . 

It's a good day to try it out. 

McReynolds : Go out and walk around in the sunshine. 

H.loi.Jr: All right, suppose we do that. 

-~ ~ .. .... -
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mfJr : 

Aubrey 
r:illiBilS ! 

ll!.'Jr : 

fl.JIJr : 

\'i : 

RU.Jr: 

Thursday 
June 2 , 1938 
11:51 8 . 1'1. 

I t hought you might be interes ted in what the 
United Press t i cker carried this morning - wha t 
I said - Have you seen it? 

No . 

Well, I 1d like to read it to you. 

Yeah. 

"Support for President Roosevelt' s reques t for 
freedom from restrictions in spending the Relief 
FUnd was v o i ced by Secretary J.lorgentheu this 
morning . Korgenthau urged that the Presi dent be 
given t he power to transfer spending from one 
catesory to another 1n the Recovery Bill." 

Cood l 

131 

• Quote, We don ' t expect Congress to meet again until 
January ' 1 said !.forgenthau, T And not knowing whether 
the economic situation i s going to get bet t e r or 
worse, .. " 

\', : Uh huh. 

ll!.!Jr: " ' ••• I think it would be wi se to give the President 
t he right to transfer fUnds from one title to 
another in order to take cere of the emergency 
situatio.n adequately . r" 

' . .. . 
Rl,.Jr: 

v. : 

R:IJr: 

r : 

Fine, Benryl That ' s wonderfUl ! 

And then it ended up, "l.lorgenthau said he had dis­
cussed the s itua t i on with the Presi dent and was 
oppos ed to the Senate earmarking proposals .• 

Cood results ! Well, that ' s grand . I- I talked 
with Jimmf and Jimmy' s canvassing everybody up 
there and he ' s going t o make a f i ght t o get it in 
there today . 

Well ••• 

Yeah . 

That was t his morning and I - I couldn't put i t any 
stronger than that. 
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That ' s - that's wandertull ThBt 1s wondertul l 
Thank you for calling lie . 

RliJr : .AJ.l right . 

F:lne. 
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To4aJ at 11:15 a.a., Hull oalled 1n regard to 
making a loan to China to b'IQ' wheat and ootton 1rN7 
goode. He said that he ie •ore worried about t he ootton 
than he 1e about the nour and he wante aore ttae to think 
it oYer. Be 1e leaYing town tonight. 
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SUPPOkT FOR PRESIDENT ROOSEVELT ' S REQUEST FOR FREEDOM FROM RESTRIC­
iJONS It. SPENDING THE REL IEF FUND liAS VOICED BY SECRETARY 110RGENTJIAU 
TH IS MORNING , MORGENTHAU URGED THAT THE PRESIDENT BE GIVEN POWER TO 
THA11SfEl< SPENDING FROM ONE: CATEGORY TO ANOTHER I N THE RECOVERY BILL • -·~t DON 'T EXPECT CONGRESS TO MEET AGAIN UNTIL JANUARY, " SAID 
KOHG £NT HAU, "AND NOT KNOWING ~HETHER THE ECONOMIC SITUATION IS GOINC 
TO C~T BETTER OR WORSE, I THINK IT WOULD BE WISE TO GIVE THE PRESIDENT 
T¥£ RIGHT TO TRANSFER FUNDS FROM ONE TITLE TO ANOTRER IN OR DER 
TO TAKE CARE OF EMERGENCY SITUATI ONS ADEQUATELY ," 

~Ol<CENTHAU SAID HE HAD DISCUSSED THE SITUATION . WITH THE PRESIDENT 
AND liAS OPPOSED TO SENATE EARMARKING PROPOSALS. 

6/2--R1116'A 
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'l'o: The S.eretar;r 

Fro11: llr. lle&ill 

As I 1ntol'lled r ou thla IIOrniG& at 9t30, Senator Barrhon called 
to auggeet that H would probabl;r be impcelibll to obtal.n 8ZJ¥ new 
log1olat1on at thie oeoalon ot OcG,treea. He thoucht that the !reaour;r 
ebould heuo a otatoaont i tulieatiG& what procedure 1t 1a tplt>g to 
follow w1 th reepect t o t he collection ot tu .. troa etate and l ocal 
oaplorees , and ho urced that the !reaeur;r OUII>t not to collect tor 
back reare troa lndirldualo wbo had reaeon t o bolioYo that tba;r were 
exe:spt. 

liT own .. 1.,. 1a that, 1A t he light ot tba Pr .. ldont1 o ae11-, ... 
o\16ht not t o eppron a blll which deale onl;r with tha collection o.t 
back taxoo troa these eaploreeo and dooo not clar1t7 the oltuatlon tor 
t be tuturo. l or thh roaaon Senator Lcnerpn11 bill, which wao re­
ported on t he newo tlckor, appear• to bo uneat1etactor,. Ba .. e 70u bad 
3n7 further indication from the Preoldant ao to whether he plano to 
.. nd on to OoDQoao tho dratt letter on the eubject which 70U .. nt oYar 
to h1111 aore than a week agof 

' 

Regraded Uclassified



142 

CllMHdlal IEIIW !JII D••e•n .&D jL- -?A o. DltiD rg .. 10a pmm:m; :Z. , I 1 ~I 
!IDI JUII JD.U:CDO, 

Othen pr .. ut wn Dr, llurp11, .l .. b\ut leon\ar7 'fa:J"lor , 

J,.... fiDaDc111C• De'ti.M aaawrecl that be '001>14 oer\&ial7 1..,.. a lCIIIC'­

te,.. bolld of 2-3/4fl, 80-25-1Qn. !be beuur:r 001114 ••11 a lo~~&~~r bolld 

wt he did .. ~e eai"n ...;..a. adn~~allll. !hi• 1e tu ftret u. that ,.,.. 

1963 WOUld be far •IIO'IIP t o fP at W e ''--· Be would abo ba'ft a 

ebortn .. oarlt)', 1&7 a 2-1/';!ft 61-611 or 151-M, Be ea1d the leon\ar7 

COUld .. n a .. curl t7 to -~ eo•wben ill the 40' 1 ro.ob u a 7-)'lar 

2 or .,. 8-)'l&r 2 wbioh woulc!. Mll beU1r \ ball 101-3/ f. , u4 theM woulc!. 

bl Til')' at\ractl'ft to \be bub bu.\ be c!.id DOt fHl \bat \ hia '001>14 be 

a &Ood tblD& f o.r the 'fraanr)' to c!.o, Be fHb \bat then 11 DOw too 

~~ ill the period ill betwe1l 46 all4 50. Be thoucbt allo 

that a 10-)'lar 2-1/4fl, would be '"1'7 aUracti'ft tor the bub W.t thaa 

oca11l -JW ru.. illto tbat c rowdec!. per1oc!.. 

'fhe S.orltll')' \bea MUd hla bow be tbnPt tbe 'lleaD would 

tw a 2-3/4fl, a>-26 u4 a 1-1/!f. 6-)'lar DOte. Be &&14 tbat h1a opillloa 

waa that tbe7 woul4 tab 2 of the boDe!.• tor ou of the DOtel. Ia other 

wonlo, about tso<>,ooo,ooo ill boDc11 u4 $400,000,000 1a 11111\11. Be 

~t then _. a po111biUt7 that tba 1laab '001>14 tint ooa'ftrt illto 

tho bolldo beoaae of tbe pooo1b1e preaiwa. !'baa the)' '001>14 1111 thl 

bolldo all4 bu)' thl abort teru 1a thl --'· a. 11'14 .. hac!. to laoep 

• 
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111 a1D4 tho pnooure of 'llllillnl~ twlde ill the ....taot. lie oald U 

h app&nAt that, bur1D& all 'llllforeoe... troubl.. ra.ch u war 8Jld the 

like. there 1e tor •o• .OAtho to co• u excellent outlook tor the 

The S.cret&%7 then uad b.1a what he thoUjlj:>.t would be the 

reoult 1t he obould 1 .. ue the lOJIC boD4 eugceotell b7 b.1a aD4 a 10-JNr 

~1/41> boD4. DerlJle an•-reci that there wun' t ~ doubt ill hh &1114 

but that the benD woulO. :s.o illto the ohorter boD4 an4 the oubocr1pUone 
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would bo prohabl.T a to 1 1D. f&Tor ct the ohorter boD4. 

Dr . h .rpoo then aolced hi a what he would thiDit of an addi t1onal 

houe ot an outotandlJI& bond. IIQ" of the 2-1/:!ft l!KS wh1ch are now 

ulltnc at approx1aate17 104 8Jld wb1oh would DO doubt han to be offered 

at a pre11iua ot 102-1/2. Dn1D.o ea1d be tboucbt tbio a1sbt be a ""rT 

good thlJI& to do 8Jld the tact that it would baTe ......, a preal,. to bo 

paid b7 the benD would d&IJpeA the1r ardor tor th1o oecur1 t7 aD4 would 

ha•e a t&D4onOT to throw the aubocr1pUou to the loApr boD4 OA which 

there would be ao prea1ua to be p&1d. 

fbe Secret&rT aolr:ed h1a it he would otter the boD.d.o what would 

thor ••11 tor. lie eald the low would bo 101-1/f. uD.der &l-oot all oon-

41 tione and that the7 would ranee u,p to 102 and w1 th • cood aarbt the7 

WOUld co non bieber than 102. 

1Jpoa 1eaT1ftC the S.oretar7 aoad hi& tor hie pntoreAoe. "117 

Pretorenoe 1o tor all boD4o a>-Z-70are a-3/4f.: 'llllt 1t he wre 1a the 

S.cret&J7'• paoe he would PlaT eate 8Jld aloo 11..,.. alo~~& with that boad 

a ~70ar 1-1/ef, note. 
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TREASURY DEPARTMENT 

WASMINGTON 

Juno 2, 1938 

f:ILIPIIOD OOnual!IOW l ift! 1111. fOODS, 
TIC. PD8Jlllllt OJ C. J, CBILlll OOIIPAIT 

or • tou: 

llr, l oo4o oa14 there b - "-'GJ' 1D the 8t .... t tllat 

a onea..,.oar ~ boD4 aD4 a :ao~..,.oar 2-3/4f. boD4 Wlnll4 M 

pref erable troa the otan4po1Dt of the b&Dkt .Liter l htoDi"C t o 

all of thea talk, he fael o there h a nrr 4of1n1 to ot aD4 for 

t he 12 or 12t~7oar 3f.' boD4. '!'be b&Dko, be h wra , will teb a 

2-3/4'f. 20-26-7oar bollA but the froaaurr will l'llft the ahallca of 

hannc t be b&Dko Mll u.o .. boD4a oD the aarl<at wi thiD the ...n 

to ftllt thh MC11ri t7 M-.a U wou14 Tial4 t oo ...U a ra\vll. 

'rile b&Dlco DOw han a creat .S.al of 80Da7 aD4 thatr liDiD abJaot h 

to pt hicber o&rD1"C8• Tat the7 4o DOt W&Dt to 10 ae far iDto 

tho fUture aa t.,.a\7 Ta&ra. Be foala tllat if the fraa.ar,r ottaro 

the hol4ara ot the J'IIDa DOtaa u optioD of a bollA or a aota, 800t 

ot thea will taka the boll4. 

144 

Regraded Uclassified



-a-

tllat woul4 'be 1111 an.llaa\ \ll1q for \be ~......,. \o pili cnat. 

I \bell aeQA Ida wbat be Wllul4 \llblt aliena\ ott ... lq \lle 

hol.4ere of the llept•'ller _.,...la& aot.. \lle rlpt \o OOIIYe" b\o 

thh llew ottar1q. Be ea14 \llere ha4 -.. - 4hcnan1oa at 

\lla\ 1a \he 1\rH\ 'but be ha4 110\ foa4 UT - wbo waa _. 

1•\er uw4 1• \llo• rtph, llat he hu ao 4cna11\ llat \lla\, 1t \be 

!T..w~T offare \Ilea \lla\ r1pt, \lle7 11111 tab .a ..... te,p of \lle 

otter 11114 .oet of U... 11111 ooanr\o Be fHll, ho-r, \lla\ 1t 

tlla !Taafti'T 4on 11r1Jlc 1ll \lle S.p\Mllar -\vl\7 1\ woul4 'be 'be\ wr 

to llaTa the loac•tan 11oll4 11114 a ~-rear 110 ta. hell ill thh caM ha 

taala that the aaJorl\7 11111 &O bto the 11oll4a, 'but Oil \lle o\ller 

h&IIAl 1t haa tha MTIIII\e,p troa tha atllll4polllt of tha freaiJIJIT of 

aTo141ac or1 Uol• tor llot chtac tha hol4are a oho1oa ot a lhort 

or loac·tara Mcari t7. 

ltr. loo4a ea14 \lla\ alllca the _,, ot \be SacretarT 

thia .oratac \lla\ llo .._ caah woul4 'be raqu.lra4 1ll \be torthcoalq 

t1llllllo1ac, U..ra aipt 11a a ell....- 1ll Mlltlaallt -ac tha 'lleabra. 

Be aa14 \llat ha woul4 accna\ arcnm4 11114 1t ha &Ot 11117thi"C an he 

Wllul4 talapbo .... , either \hh aftlll"C or t-rrow. 
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I.U»CBD OUIJ'-1111 WI!II !D IIICim!dJ 0. 
.JUD 3, 19ll8, IWUJIIJIIG ~ n­

JUICia JOa J'DD 111. 

14S 

!hoee preeeat buldee ibe l!lon\arT were Da41•7 llllle, Berber\ 

Blpp of tbe DleCOWli Corporation, Dr, JQrpll of ibe hlllral lleeene ~ 

of Jew Tori<, .beiliiDi llloNial'T r.;,1or, ID4 II)'Mlf, 

Da4le7 MUll aiarilll ibe dllcualoo 117 CirlJIC a ooailhe ol ..... , 

be would 14•11• ibe l!eore\arT io 4o 1D ibe lUI fiJwlclJIC, 1&14 be wu a 

U t ila cUeqpolDilll ibe leereial'T ball ~ aarllar 1D ibe 4a7 t.bai 

tbere would be 100 caah otfer!JI& u tbil .arl<lt would tab a 1arp offer­

ill& Of boD41 aD4 1i lll.ed. io b1a ibei 1i would be IOWIII. filoal pollq io 

rail• e441UoD&l oaah at ibia it.. ln aplie of \be larp !reaRrT oub 

baliDoe. Re raalhed, bowe ... r, ibei ibe l!loretal'T ba4 Ida preble• ID4 

that tbera woulll 110 cl.Oilbi be poUiloal orliloil• of a oub offerlJIC ai 

!be Sacreial'T iol4 b1a ibei 1D orll.er io alai bia cUaca.,.loa 

olapl er ibe ~- llDaDclJIC woul4 ooull\ of ID otterlJIC of 11carlUea io 

tbe bol4ere of boib ibe IDDI aD4 l!lpiiAber aoiea. Mr. MUll aa14 be wu 

cla4 \o bear ibei beOGII \be •ralJIC -OIMni did DO\ 10 1J141oaie 

aDd wben be IOIDi oat ibei ibere would be ao oaah offerlac be 41d JIOi 

••• bow tbe !r~&RrT ooul4 awo14 br1JIC1JIC 1D tbe Sapte•ber DOila. Be 

tbou~t that tbe taot ibet ibe azb\ be4 •1•1Dterpreil4 ibe l!loretarr 1 

earlier atate-i \bat olllT ibe ~- ao\11 ~4 be re1'11D414 wu au 

reuon tor tbe aaddea -apiun 1D ibe Go ... n.a\ Mcarl\7 azb\, 

Mr. MUla eald tba\ ibere _, i etq cl.Oil'b\ la bia 111D4 iba\ 
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•adH aa oaa ot \he eecuriUee a W/4f> 410-26-yur bond. lie realt .. 4 

that \hie wu .., aU:racUn lane and would eell a\ a prai'IUI or 1-3/4 

to Z..l/4 and it \hie .arb\ .tnta111a Ue pr .. ent lenl U •lgbt enn 

1.0 to a 2-1/2 pre.t'IDI. Aa tor the aeoond 1uu, be ,.. tbSnldnc 1n 

te,.,.. ot Z..1/4'f> 10 or 11-;reer bon4 or ...openiD.c or the ~1/Zf. 1948 boD.d 

whtcb, ot ooune, would ban to 'be ottare4 at a p....t'IDI or poea1b17 

10Z..1/2. 

!be Seore\a%'7 thaD aeiDid hi• wbat be iboucbi ot a 5-~ 

1- 1/ef. oote 111 place ot the ehori tem boD.d racceeted 117 hi•. •r. 

111111 aD4 Wr. Bepp both arpe4 at 10111 leDC\b acaille\ the note ola1111Dc 

th&t tbe b&llka are .ore 1Dtereate4 1D earn1np at the present ti• \ball 

they h&Ya bean all¥ tt• 1D the put, and they are loolc1nc tor a 10 to 

l2-7aar 2-1/2'/. bolld. !here 11 not -uoh 1Dtereet 1D \be low yielda on 

tbe p r11ent ouht&DdiD.c Mtee. lle aa14 that the 80D.eial'7 pollo1ee 

adopted within the 1ae t 60 4&71 bad illoraaeed \be exoeu reeerne by 

eore t haD a ""111oa dollar• aD4 tbe7 pro'be.bl.T would eontinu to 1Dereaee 
j, 

uoUl tbe7 reac!IK .., &801111\ bat- 3 and 3--1/2 .ildlllo11 dollara. 'ro 
~ 

adop\ a polle7 at thte t1• all4 then to a tam the b&llka 1D the 1D-

... t .. llh the7 d .. h .. would ba uatortunata fro• the etall4po1n\ ot the 

!roo.eu1'7. !be7 both tel t Yer7 etronc17 tbet the note would not co but 

tho.t the lone &114 the 1Dtel'8e41ate bolide would ba ideal. !be Seoret&l'T 

ulted how aoh tbe7 tboucht .tgbt co 1Dto the notee. Wr. •1111 replied 

that be 414D' t thillk .... would "' .ore tbell tooo,ooo,ooo, while Wr, 

&.pp tboucbt .,. .tp\ pi aa .aoh aa $4.50,000,000 to t&oO,OOO,OOO. 'rhie 

would lean &1171Mre tro• tn;o,ooo,ooo to t90Q,ooo,ooo to IP into the 
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1011& boDda, a larp pan ot 'llllllcla ~d be beld 117 t1u1 llulr:a u4 U.d 
tbeT would aeb tbea aTailabla tor a n.bM...-t 41atr1buUOD

1
barlJic u 

o<lnrao ettoot o" tlul aoMT aarlcat, 

fbo S.cratarT tol4 IUa that rlth all the Uaaualo" C0111jf n 
he ....., at tint 1..ol1Mcl to ecr"M w1 th tbaa abnt tbe 1Atarw41ata boll4 
but &I the dhcuoalo" progreooe4 be wu IIOY aore oonT1Aoa4 that tho 6-
.,ear ..ote 'IIOilld be pretor&bla troa the otud.pol"t ot tbe freaW17. S:e 
ttnt tbougllt tlult oM h..,. ot lo,. tara boDih ~d be hl.o 4ooh1oa 
but ha real bed that there would be tlult po01iblo ori Uoiaa t%'011 tho 
baDico that the fre&Wl7 ha4 toroad tlula iato lo,.-tara boAAo at a ti• 
when tho7 d14 not ..... t to u4 ohoul4 aot· tor coo4 b&Dkilljf reaoou co 
into a boA! lo,.r thao 10 or 12 71&1"8• 

fbo diacualon .,.. COJ>t1=H 1A .Uolltallt 8eoret&J'7 fq1or' a 
otf1oo for &IIOthor 30 a1=too larpl7 go1Dg onr tbe ,,._ grouJid. fhoaa 
two conu- coAUDDa4 to aallltaill tlul1r atro~~g poal U oD t 1n t talco" 
that the 'l'reMUr7 could not attord at thl.o t1ao to poot out a &-:rear 
DOte. 
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TREASURY DEPARTMENT 14S 

tH"ra Of"P'tCC COWMUHtCATtOtf 

..... JUDe 2, 19}8. 
TO 

Secretary Morgenthau 

' ,..,.. llr. 'fh1 t e 

Subject: Some publiahed atate111enta aa to bueine•• proapeota t or 1938 Mde in tall ot 1937 b:r eome well-known pereone. 

Appended ie a l i et ot published statement• aade b:r eome wel l known pereone in the tall ot 1937 regarding bueineea proepeote tor 1938. The atateaent e are arranged ohronologlcal ly a.n4 were aeleote4 trom preae and periodical reporte over the period September 1 to December 31, 1937. 
Onl:r t wo or three definitely bearish etatementa were round during t hat period but a more extensive aearoh aight reveal •ore . 
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SOME PUBLISHED STATE~NTS AS TO BUSI NESS P!IDS?ECTS FOR 19JS MADE IN FALL OF 1937 BY WELL-KNOWN !'ERSONS. THE STATEJ.!ENTS A.'tt ARRANGED CHRONOLOGICALLY. 

( S~a~emen~e not optimistic are checked 1n red cra,yon . ) 

Charles G. Dawes September S, 1937 
"I see a continuance or good trade t his year and next. 
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I see no indica tions l n busi ness or a lack or confidence and expect t o see·buelness condition e continue se tisraotory.• 

Roge r 'II. Babs6n September 14, 1937 
Add ressing t he Boston Chamber or Commerce: 

"General busines s is bound t o be better this tal1 than l•et tall. W!th our tremendous crop s nothing oan stop it. 
Far~ers , wage-workers and s tockholders will all have more woney t o spend. I am ror ecr eting no boom but I do promise O\ISlness 1ropr ovement." 

Jesse H. Jones October S, 1937 
Address bef ore the National Associa t i on or Supervisor s o t ~tate Banks in New York: 

·~Jr country baa seldom been mor e prosperous . . . Yet during the last f ew weeks we have been wi t nessing a continually f~lllng securitie s market. There are, or course, many contrl ­bu tlng rensone but ar e t lley eur tlcient to warrant so much ,eaa1m1elll? I do not believe so. • 

S~atements compiled by: J , S. Hooker and H. £ , Hess. 
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secretary Uorgentbau - 2 

Leonnrd P. Ayres October 16 , 1937 - . 
~uot3t 1on rrom Cleveland Trust Company Bulletin: 

•rt is 1m9robabls that the current decline in business 'Oflll develo;> into o. real depression. The ohiet reo.son wny the rer.rs businesc men bnve or a new depression are probably un­founded is t ho.t we have not yet made o. tull r ecovery trom the nrev1ous one. • 

I. s. Hirsoht ield October 17 , 1937 
Vlce President or Saka 5th Avenue stated to press: 

•cycle or business is still headed forward, with current r •·cesslon mer ely a detour. • 

Lionel Edie October 19 , 193] 
Address i ng t he annual tall banquet or New Hampshire Bankers Aceocintlon : 

"Thi s l s a t emporary i nterruption, but the r ecovery will r esume without the, recession going to the levels or 1932.• 

R. H. Cabell October 20, 193] 
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f' 
' 

President , Armour and Company, in o.ddress at Rochester, New York: 
"Trade conditione are excellent and I think as soon as in­v~stors get over their Jitters the stock marke t situation will "dJust ltselt satistaotorily.• 

Dllv1d Lal'll'ence October 20, 1937 
Article i n New York Sun: 

··~ooeevelt pani c' may be short-lived or the forerunner or a tundtlmental business depression, depending on bow one man f eels about it . For it Kr. Roosevelt is responsible ~r the panic, he alone can end it and bring about a change ror the bet­ter.• 
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secretary Uorgentbau - 3 

or. BenJamin H. Beekhart November 7 . 1937 

Associ ate Professor ot Banking at Columbia School ot Business 
1n statement to press: 
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•The present recession in business w111 be abort, and, like 
t~at ot 192~ , will be followed by a sharp recovery. • 

Uonel D. :!:die November 10, 1937 

Addressing National Feder ation ot Sales Executives: 

•ausiness is i n a downwa rd spiral that will probably last 
nn~ther 60 or 90 days, and there is nothing we oan do about it.• ~ 

A. W. Zelomek November 12 , 1937 

~conomist ot I~ternational Statistical Bureau addressing 
Phllndelphla Purchasing Agents : 

"There IVill be extension of the present recession during 
n l arge part of the firs t half of next year {193g ) and a sub­
otantlal UPturn in the last halt of 193g.• 

Karl T. Como ton November 16, 1937 

Pr esident of Massachusetts Institute ot Technology statement 
to ot•ess: 

"Business will begi n its recovery before middle of J anuary, 
nlt~ough present slump may last unt i l next spring.• 

Vlrr;11 Jordan November 17 , 1937 

Pres i dent of National Industrial Confer ence Board in address 
be~ore Chicago Association of Commerce: 

"The present decl i ne will run i ta course, probably reach­
in~ an upt urn by next March, but the current slump is only a 
minor ohase or a much broader and more serious receesion in ~ 
busines s t hat will continue to grow worse, until basic oondi­
tions are corrected.• 
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secretary Uor genthau - 4 

HenrY Ford 

stnte~ent to Press: 

153 

November 25, 1937 

•Present business recession tempor ary and artificial. No one need look at next year with any uncertainty. • 

~a~rlner S. Eccles December 16 , 1937 
Sueech before American Far m Bureau Federation: 

·~tent of present recession will depend upon how r apidly the :nor e serious maladJustments between prices and buying power t.-' ar e corrected and i ncreased national h1come 1s :greated by the activity of priva te business.• 

Glenn Gr iswold December 16, 1937 
Publ i sher of Business Week address i ng conference of American 
~en~gement Associ ation : 

"Bot t om of present recession ha s been r eached and busi ness will show upt urn t his week, such as was shown last week f or the ! lrst t!Qe in t hr ee months . By the end of the f irst quarter ot 19)S t her e will be a more definite rise i n business which will continue steadily during the year.• 
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6)1Jr: 

Operator: 

l!J,IJ'r : 

0: 

HtiJr : 

l.!arr !ner 
Eccl es : 

B!IJr : 

E: 

PJIJr : 

... 
~· 

"' 
liliJr : 

!:: 

liliJ r : 

E: 

Hello. 

Chairlll&l Eccles. 

Thank you. 

Go ahead . 

Hello. 

Bello, Henry . 

Hello , Marriner . 

1'hursd&1 
June 2, 1938 
12:55 p. m. 

-

.~54 

I - ah - d i scussed the Treasury prospecting s ituation 
with the Committee. 

Did you strike gold? 

Huh? 

Did you strike gold? 

(Laughs) Oh, I wouldn't s ay that. 

Yeah. 

They - ah - the consensus of opinion 1s t hat you 
should offer ••• 

Yeah. 

• • • t he - ah - f ive yea r one and an e ighth ••• 

Yeah • 

• • • note and a twenty twenty-five year three - two 
and J/Sths bond . 

Yeah. 'l'wo and J/8tbs? 

Two and a 

Three quarters . 

Two and three qua rters. 

Yeah. 
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E: 

HJIJr: 

E: 

!!l!Jr: 

J::: 

UI!Jr: 

:.: 

fll!Jr l 

1£: 

t.IIJr : 

-, 
liU!" : 

'E'.: 

- 2 -

That - ah - we would t ake half of ea ch . 

Half of each? 

Yeah. 

I see. \'iell, t hat 1 s jus t what I wanted t o know. 

Yes . Well , ah - we 1 ve discussed i t from - from 
every - from every anele and - ah - there will 
be some d ifferenti a l between t he note and the bond 
1n the premium 1 :lkely. 

Wel l , what we ' re t hinkine of i s the possibilit y of -
ah - if a fellow takes a note ••• • 

Yes . 

••• that i s , if the Sept ember f ellow t ekes 1n a note •• • 
You see? 

Ye s . 

I t ' 11 eive hitn a l i ttle advant age on the interest . 
In other words let h i m have his 2} per cent inter est 
on his note until Sept ember. 

Oh yeah. 

See? 

Oh huh. 

If he takes the note. 

Yeah. 

nliJr: Let him- we ' ll pay h i m -2t until September. 

Oh huh • 

. i "'J~ : !low t hat would be an inducement to the September 
boys to t ake the note. 

:: : Uh huh. 

nl'J~ : And it • •• • 

:;- : It i s . 

And it would be faire r . 
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E: 

BIIJr: 

F: 

I!IIJ'r : 

B: 

R!!Jr : 

B: 

- 3 -

Yes . Yea . It would - ah - tbe bottom and now 
you ' re giving the• because of the call - because 
of the premtu. wb,y they ' ve got to~ the right 
now, although they still have the premium in 
September • • • 

Yeah. 

•• if you didn't - if you didn ' t call it now. 

I mean, if we call i t now and don ' t gi ve them a 
lit tle something •• • • 

They ' ll - they ' ll hol~er a little all right. 

Yeah. But if we let thea -
their inter est of 2~ until 
no holler co11ing . 

if we let thea keep 
September they ' ve got 

or course the premium on that bond i s 11kel:y to 
be around 2 per cent, with no new - wi th no new 
financing ••• 

!!&!Jr: You mean 2 points. 

1:': I mean a round 2 points. 

HIIJr: Well, that isn ' t too llllCh tor •• •• 

E: No. But I ~~eant i s the note 1s going to be less 
than t hat . 

IW.Jr : Yeah. But f1f1 thought is t o give thea their inter est 
until September on the - the September boys-if they 
take a note, you see? 

E: lt1rould be f1f1 guess that you're going to have three 
fourths of - at least three-fourths to f ive eighths 
taken in bonds. 

BII.Jr : I think you ' re right. 
r: 

HIIJr: 

E: 

Without 
them after. 

I lmow. 

with - ah - with the idea ot selling 

Now or course our thought was that - looking a t i t 
i f we were just a bank that ' s what we ' d do . 
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HUJr : Yes. 

!': Because 11' we were looking at i t pur ely from a profit standpoint it would likely be to our interest to take all bonds • •• • 
l!IIJr : Yeah. 

: : •• • because of a higher premium with t he idea of converting them and buying not es later. 
l!I.!Jr : Yeah. 

F: But - and or course that - all tha t woul.d do is -would t en d to d emoralize t he market, so we thought we 1 d better take half of each with the idea ... 
Hl!Jr: Yeah • 

[ : • • • i f the. bond market 1s - ab - i s too weak, • • 
!i:JJr : Yeah. 

£: ••• that we - we ' d possibly -we ' d then consider selling some or t he notes and buying bonds. 
H''Jr: Or vice versa . 
F: Or vice versa. 
HWJr : I t hink i t's al l right. 
E: But it leaves us out in a l i ttle better position to move • • • 

S:.:Jr : Yeah • 

• •• than if we took ell of either of them. 
You ' ve got over a hundred and seventy, haven ' t you? 
A hundred and seventy - well, a hundred and s eventy­f our - a hundred and seventy-something; I t hink i t 1 s a hundred and seventy- four . 
Yeah. And we have over twenty. 
\'leU, y ou see, the re ' s two hundred - there 's practi call.J two hundred milli on of them ••• 
Yeah. 
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E: • • • or - ah - there' s close to between 15 and 20 
per cent. 

HM.Tr: Yeah. 

g1 ll'hich is a big factor . 

HM.Tr: Yeah. 

E: Of course - hav e you given up the idea o f a ten 
year bond? 

IIJIJr: Ylell, I haven't seen enybody since tbm. We 're 
s eeing the Discount boys at lunch. 

E: Yeah . 

H:.:Jr: And Devine at three. 

E: Oh huh. 

RJJJr : And then after I've seen them if there ' s any great 
disagreement then I 1m going to ask t o meet with you 
t omorrow. See? 

B: Yes . Uh hub. 

iiliJr : But I haven't really seen anybody this morning. 

E: Oh huh. 

I!Wr : Arter I see them I'll g ive you a ring. 

E: Yeah. 

~li.Tr : Bow 's that? 

o. lt. 

All right . Thank you very IIIUCh. 

158 

Listen - ah - what time would that be? - This afternoon? 

Well , i t would be along betwe en 4 and 5. 

What you want to do - you'd want to a~eet - would you 
want to 111eet with the Coaj.ttee in the 1110rning? 
Would you 'lfllllt Barr ison to come down? 

Yer.h. Whoever you want. 
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E: 

HIIJr : 

F: 

BIIJr: 

E: 

RJI.Jr : 

E': 

- 6 -

Yes. 

Yeah. But it would be between 4 and S - as soon 
as - 11' I find I can't make up Ill)' aind I'll call 
you at once. 

O. K. 

See? 

All r 1ght. 

Goodbye. 

Good.bye : 
•• .$ 
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a .. J . Tr : Hello, Hello. 
WilliUI C. 
8ullitt: Hello Henry . 

I!. :! . Jr : How are you? 

8: How are you IllY b oy? 

·1 . J. Jr: I•m fine , how •s grandpa ? 

8: I' m getting alo~ very well. 

H. :. Tr : Listen. 

June 2 , 1938. 
2:29 p.m. 

!I . J. Tr: I' ve got a big f inancing over t he T:eekend . 

8: Yes . 

160 

'! .. ! .. Tr: And if I had t o take an insurance policy out, which 
I do for the Government , because I have to commit 
myself on Saturday, you see? 

8: Yes . 

- . : . Jr : Hello. 

8: 

'l .. I. Jr : 

8: 

H. 'I . Jr: 

8: 

1 . l .. Tr : 

8 : 

'! . :J . Jr : 

Yes . 

I say, I have to commit mysel.f, Saturday, over the 
•;eekend, a nd - Hello. And I wondered i f you care 
to -

I ca n•t hear you. 

What are t he chances, do you think, of having a 
quiet r.eekend , i f that ' s a fair question? 

\.ell, I don' t t hink - I think the chances are 
that you - you can always have so~e people shot . 

Yes . 

And t he moment you have so1ne people shot 
you may have a nice rise in temperature . 

I see . 
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B: 

'! . l . Jr : 

B: 

H. r .. rr : 

B: 

H •. s .. Tr : 

B: 

" · .r .. rr : 

B: 

n.,r. Jr : 

B: 

'i , l . J r: 

B: 

H . ·~ .. Tr : 

B: 

'l . l . Jr : 

B: 

·• . . . Jr: 

B: 

'l . ·t .. Tr: 

D: 

'l. :..t . Jr : 

- 2 -

Nevertheless m;y guess is that next weekend will 
be fine . 

V1ell, I just want your best guess, that •s all. 

wy best guess is this. If you•ve got to pick -
some weekend in the next few weeks -

Yes . 

The best is a good one t o pick. 

161 

\',ell, I have no choi ce. I have to do it over this 
week end . 

Yes . \.ell, that 1s all right Renry, I don't think 
t.e •re goi ng to have any expl osion, because i f aeything 
i s go1ns to happen, it would come because of 

On Tuesday . 

On Sunday. 

Of ~lhen? 

Hello . 

during the election of Sunday . 

Hello. 

They •.ould come r.hen. 

I say there are elections , as you know. 

Yes, on the 12th. 

Yes, on Sunday. 

Yes . 

There might be considerable disturbances in connect ion 
v.ith those ell!ctions . 

I see. 

I do not expect t here to be but there mieht be. 

Uhhuh, 

If those diSturbances were just right and a number 
or people were shot. 

Yes. 
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B: 

H .. 4. Jr : 

B: 

H .. l •. Tr: 

B: 

~ . . J. Jr: 

B: 

R.Y.Jr: 

B: 

·r .a .Jr: 

B: 

!! . ~ . Jr : 

B: 

H. l .J r: 

B: 

H.tl . Jr: 

B: 

ll. !.Jr : 

B: 

~.J . Jr : 

- 3- 1S2 

Then you might have a bad circulation in stability 
Uonday and TUesday or Sunday and Wednesday . 

Oh, I see . 

You see? 

~/ell , my financing is announced llonday and I have to 
keep it open until V.ednesday Gight. 

Yes . Vlell Henry. 

Yes . 

In any case I don't think aey phase of financing 
that you did lliOUld be hindered because the only 
result of such a thing would be that every 
that is in Europe today would try to get i nto America . 

Well then, •1ould you mind starting a little trouble 
for me about Monday or Tuesday , 

Not bad. 

Yes . 

Henry, what the devil are you doing about the 
railroads? 

You mean here, i n America? 

Yes, are you going to 

I 1m afrai d they ' re not going to do anything, Bill. 

Oh, bell. 

Jesse Jones had lunch wi th me yesterday. 

Yes. 

And he •s very 4uch discouraged, and I think he lmoVIs 
more about it than anybody el se in Washington. 

Yes . 

And he •s - as near as I can make it, he •s - there ' s 
nothing hopeful. on the horizon. 
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8: 

rr .. ! . Jr : 

8: 

H • . (.Jr: 

B: 

H. ~ .Jr : 

8: 

!i . t.Jr : 

8 : 

" · I .. Tr : 

B: 

~ •. ~ .. Tr : 

B: 

H. I.Jr: 

B: 

rr . !. Jr : 

8: 

li. J. Jr: 

16j 
- 4 -

I am really very sorry, because I think that•s extre:nely importa.nt. 

Viall , that - that was the latest, as of yesterday. 
Yes . Well ~ow Henry. 

Yes . 

If I r.ere you I'd go ahead and l et t he t go. 
r:ell I have to do it, but I Just wanted to check and get your best guess, that ~as all. 
i.ell no~' Henry. 

Yes . 

I have just been, today, I flew to London, this morning, at noon and I just GOt back this minute . 
Oh. 

So that I had a tal k in London, today, with J oe Kennedy. 

I see. 

And certainly he expects no cooceivable trouule of aey ki.nd . 

Good . 

And I stopped three or f ours in London. 
You st0 pped four hours . 

Yes . Flew over and back. 

Good for you. 

8: \/ell 1t • s very s1nple you know, 1t only t akes a .little over an hour to fly t here and a· little over an hour to fly back. 
!l. J .J r : 

8: 

:l. l . Jr : 

Oh for heavens sakes . 

And it's an easy r.ay to have a conversation. 
Now one other thing did you get cy message about 
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B: 

H.II.Jr: 

B: 

u.u .. Jr: 

B: 

H. J .J r: 

B: 

H •. I . Jr : 

B: 

R.:.t . Jr : 

B: 

!l .U. Jr : 

B: 

!l. t . Jr : 

B: 

l! . :t. Jr: 

B: 

H. I.I . Jr: 

B: 

l! .;J, Jr: 

B: 

B.U.Jr: 

- 5 -
164 

possibility of rr;r f amily cooi ng over 1n July? 

Yes , I did. 

All right . 

Now, and I'll attend to that in the best ·possible 
order. 

I mean, you got - · 

Are you coming soon? 

What IS that? 

Are you coming soon yourself? 

Well, if we came we would leave hare on the 16th 
of July. 

16th or July, that's fine. 
!ekes/on the telephone. today 
Yes . 

I talked to our f riend 

Re 1s coming to Paris tomorrow With his br~de. 

Fine . 

Good . 

Henry? 

Yes . 

.tremendously with t he young lady. 

Did you see what he was quoted as saying in all 
the English papers? 

No. 

I 1m tired but happy . 

Be ' s what? 

I am tired, but happy. 

Well, I can•t tell you, over the telephone, soae of 
the stor ies they tell here . 
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8: Give lilY love to the President. 

H .. S. Jr : I'll do that. 

B: All r i ght . 

R.:J. Jr : Thank you. 

B: Goodnight. 

'l. ·t .J r: Goodnight. 
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Preaent: 

June 2, 19:18 

••3!5 pa 

Span1ab Aabaaaador 
llr. Oliphant 
llr. Loobhea4 
llr. Bernate1n 

166 

HK,Jr: How do you do, Mr . Ambaeeador. Glad to 8ee you baok again. . 

llr. Aabauador, I wanted to do tbh IQ' .. lf ao I knew that everything wa8 all right. Here i8 the letter, you see. 

(Ambal8ador read letter dated June 2 , aMJ'eued to t he Aabaeaador, oopy of whioh i8 attaohed marked Exhibit ..... . ) 

How, t h ie expla1ne how we arrived at 12,00'7 ,1100, 

~·adrr: It ••• 2,:1M oa .. e, beoauae we bad thought~ai,:IM oaeee, but it wae perhapa a a11tak1. 
llr. Loobhead: It wa1 2,3M. 

(The Seoretary then handed the oheok in pay•ent t o the Aaba11ador and the Aabaaeador examined t he ohlok.) 

Aabafe.dor: All right. All right . 

Kay I alk you, it would be poaeible for •• to change that here i n the Tt-ea8ury for bond• of tha Treaaury or ie it neo11aar1 to go to the Aaer1oan 1 t ook exol:aange? 

Oalb. 
HK,Jr: 1fe oan give you the oaeb, 1fe han th1 

Aabylf4or: Xou han the oubf 

Hll.Jr: Yea. 1fe oan g ive you oa1h. 

llr, Oliph•n: If that would be 1101t oonnnleat. 

Bll.Jr: And you oould do whatenr you wan•e4 wUh the oaah: 
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Am~t~or: And I cannot, in the '1'reuul'1 De­partment , ui onda ot the Department? It ia neoea­•arr to go to the ~arket? 

HK,Jr: Let' a Just tind out. 

Mr. OtiPhant: I should think, Mr. seoretarJ, 1! he found £ oon•enient to take the oaah, he oould Jus t go aoroee the etreet to the bank and proceed to ~~1 oonda or whatever he wanted to. 

HK,J[: We don't han any bonda tor tale. woul d ha 1 o go to the market. You 

Ambataador: Yet. 'l'hat waa ~ question, 1t it was neoea1ary t o go to the 11111rket. 

r·tr: You would have t o go to the market bon the market , but we can give you cash obeok. 

Ambateador: All right. 

and 
tor 

Hlllr: Would you -- we didn ' t know how you wanted 1t - - w o 1 t ueually have that much money, but we ha•e tr~L oaeh and t he money ia there it you want the oash. 
Amb:Ftador: All r i ght, please . l ate t hhternoon. 

Wr, Oli phant: It's there now. 

Perhaps I wae 

lUI ,~: It' a t here now, but you can haYe it to-corrow. d I oould gi ve you a Secret Service 111an baolt to your Embauy it you wanted to oo~ in tomorrow. 
~. Oliphant: Give him a Secret Se~ice man back t o tne tilbauy or to h1a bank. 

IUI .Jr: I would give you a Secret Se~ioe aan. 
~afeador: Well, tomorrow morning, t en o 1 olook, approxlmaey. 

¥f• ¥oohbea4: 'l'he oat h 1t there; tne Yau e open. 
we ban kept 

llll,Jr: Don't rueh yourself , Mr. Ambaa•ador. I want t o do 1t at your pleasure. You would like to come 
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tomorrow at tent 

A!bl•t!dor: Yet, e1r. 

I ha~e propoeed 70u to bu7 approx1matel7 
30 m1111on ounoet. 

IDI.Jr: Yea. 

Allbattador: You ha~e taken oftl7 5 a1lllon. 

Kll, Jr: That' e right. 

1t would be pott1ble to 

Kll,Jr: I! 70u want to. Your Go~ern.ent. 

Ambauadorl On behalf of II¥ Government. 

168 

KM,Jr: We are prepared to take another 5 million. 

Ambaeeador: Another 5 m1111on? 

llll,Jr: Jlo. 

Allbaaeador: AU right, 

Not 10 or 15! 

Kll,Jr: We are prepared, the eame w!7, to take 
another 5 iallllon. 

Allbattador: AU right. When would 1t be pou1ble 
t or you to prepare to ..U the ea~~e term• that we ha~e. 

KM,Jr: How lo~ would 1t take to prepare the 
paperet 

Mr. Oliphant: Oh, they oould be prepared tomorrow. 

llll.Jr: Could we have them read)' tomorrow morning? 

Mr . Oliphant: Yee, tomorrow morning. 

Hll.Jr: low I waa Just thinking, 1! 70U would 
ooM to -- what o!t1oe! where doee he go to get the 
oaeh! 

!r, I.oohh•!4: Down to the Trtaeurer1 • omoe. 
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HM Jr: Well , if he came here at ten you (Lochhead) could m~he Ambassador and eecort him down there and see that he gets the caeh. 

ul.m. 
~. Lochhead: Yea, sir; I will go down with 

IDI Jr: He will come to my oft'ioe and you go down wi~m and see that everything is ready and ar­range with Chief Wileon to have two Secret Service men 
to escort h1m back to where he goes, and then prepare t he papers tor another 5 million ounces. 

lolr. Lochhead: All right. 

Yr. Oliphant: Mr. Ambassador, 1f I may suggeet, you will not want to endorse t he oheok tonight eo thAt wi1en you come with t he oheok tomorrow t hen t he exact 
form of the endorsement , what it wi ll be, exactly al l. t i s on t he face of the check without any addition or subtraction, thAt oan be taken care of in the morning. 

Mr. Ambassador: Mr. Secretary , it' you are clear tomorrow morning •• ••• 

,.Jr: llr. Lochhead and Mr. Bernstein, you both be outai e my off1oe at sharp t en tomorrow. 

Mr. Oliphant: I won't be here. 

Hll Jr: And you see Chief Wilson and haYe t wo Secret Se~ioe men to eeoort t he Ambassador wherever he wants to go. 

llr. Oliphant: We will g1Ye you the exact form ot endorsement tomorrow morning. 

Hll Jr: llr. Allbaaeador, 00118 to my ott'1oe. llr. Lochhead ~ll be wa1t1ng tor you. Hie office 1a Juat across the hall from me. He will be waiting tor you. But I wanted to make sure that enrything went all right. 

Ambaeeador: Thank you, llr. Secretary. Good-bye. 

oOo-oOo 

Attar the Amba11ador hed departed, t he following 
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oon'l'ereaUon t oolt plaoe in the Seoretarr'• ot't1oe: 

lr· hr:!tth1~: In connection w1 tb the dooWMat, 
do ;rou thinlt it woud be 1n order, thit u ... to u. lt 
down to -.lte a etra1ght deal with tbe Go'l'erft8entf 

Jllr, Oliphant: !hie u .. put t he doouaentt ln proper order. 

Jlr, Lochhead: Hne ;you dhcu11ed that wtth the lltederel.! 

J!r, Ol1p..;:o_t: You han t111e to call. 

baala. 
Hli ,Jr: I tboughtc":f!fi ~tep 1t on a 5,000

1
000 

llr. Lochb§g: Yea, becauee we had trouble with 
thh ahip~~ent. e;r had to telte it upetaire. It 1t 
be tter to ha'l'e it 1n taall lots. 

oOo-oOo 
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EXHIBIT "A" 
Copy 

June 2, 1938 . 

. . 
lly dear !.lr . Ambassador: 

There i s delivered to you her ewith a check 

for $2, 007, 500 drawn by the Federal Reserve Bank of 

New York as fiscal agent of the United St ates on the 

Treasurer of the United States t o your order, as an 

advance payment for the approximately five million 

ounces of silver . 999 fine, purchased for the account 

of the United Stat es, and which arrived in New York 

on !Jay 301 19.38, on the SS NORMANOIE. 

Very truly yours , 

(Sgd.) B. Uorgenthau, Jr. 

Secretary of the Treasury. 

His Excellency, 
The Ambassador Extraordinary and Plenipotentiary 

of Spain to the United States, 
Embas ~y of Spain, 
Washington, 0 , C. 

BB: meu 
6/2/38 

Init ialled : BB FO AL HO WCl' 
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Copy 

June 2, 1938. 

~dvance payment for s ilver ex S/S "Normandi e" received 

on L!ay .31, 19.381 

2, .3.34 cases sai d to contain Spani sh silver coins 
purporting to contain approximately 5, 000, 000 
ounces of silver . 999 fine. 

172 

5, 000, 000 ounces of silver . 999 fine at 4.3 cents 
0 . S. currency per ounce .999 fine - - - $2, 150, 000. 00 

Less: 

5% withheld ~107 , 500 . 00 
Estimated cost of 

r efining coins 35 ,000 ,00 142 . 500.00 
f,2 .007 , 500 .00 
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TREASURY DEPARTMENT 

...... 

..... 

At~ohe4 1a a ••l'Ud• wtueh m .. Loaipa eeat 
1n f ro• the t1el4. 
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To: 

From: 

'!'he Secretary 

K1aa Lon1gan t._'l-. 

June 2, 1938 

There was one point ot contusion on t he potenti al 
use or surplus commoditi es, i n the conference with 
Mr. Hopkins and Ur. Wallace last week, 

There seemed to be an implied assumption that 
the number ot tam111es on relief repreeente the total 
number 1n need, That ot course is not a t act, 

Administrative mechanisms and financial mechanisms 
ot rel1et have broken down all over the count ry, Need)­
people in those areas cannot register tor reli ef nor 
&!>PlY tor eurplus coomod1 ties. SUrplus commod1 ties 
ars not reaching the very neediest at all, For example, 
t hey do not r each many needy families in Washington 
because the rellot agency has not enough etatt. '!'hey 
do not reach needy tam1liee in Chicago because relief 
stations are closed. '!'bey do not reach rel1et tam1liee 
in rural Texas, because there are not enough local t'llnd.s 
tor etat t. 

Also, surplus commodities are al•&J'• d1atr1buted 
strictly on a surplus bae1e. They are never permitted 
to equal t he normal relief budget, only a aaall part ot 
1t, Famili es are given only the tlour they need above 
rel1et standards, whether the r el1et or4ere are 1eeued 
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or not . 

There is room tor expana1on in the eoneUIIIption 

ot tlour and cotton by reli et !&1111l1ee in at least two 

ways : 

l . Extension in the DWiber O! !amiliee 

reeei Ting COIIIIDOdi tiu b7 illproTe~~~ente 

in rel1et aaChiner.y. 

2 . Possible extenaion ot amounts or tood 

permJ. tted to be g1Yen t o each !1111117. 

17s-
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TREASURY DEPARTMENT 

INTU 0,.-11Ca COMNUNICAnON 

TO Secret.a%'7 llorpntllaa Jau 2, 1938 

,.. . lle.-n Ol.ipbl.llt 

u ;rou requested, we ban conterre<l with Seoret.&%7 Wallaoe 'a 

111&11, Mr. Blandi, wbo thought the Federal Surpl.ua Conodi tie a Corpora­

tioq could handle the intercll&nge ot acricul tural coaodi tiea tor 
'W... . 
atrategic ~the. ~ conclusion 1a that it thia corporati011 oaa 

do this at~· which ia not tree troa doubt, it cu not, iJl ~ j....SC.nt, 

do it aa an aceno:r ot the United States, but would be dot.nc it u a 

Delaware corporation. The latter would raise a lrhole aeriea ot queatiou, 

including liabllit:r tor Dela-ra texea . It would be like ha1'1Jl& &117 

prhate eorporatioe1 auoh u .Aaderaon C1a;rton & ec.paq, do it, wbioh, 

I understand, ie not at all the aort ot thing thia plan ennaagea. 

Finall;r, there 1a a doubt as to RPC power to Mke a loan tor 

this purpose since it 1a auhjeot to the liai tatioe that ~ loan to a 

prhate corporation 111111t be tor a • buatneaa enterpriae. 1 

·. 

• 

Regraded Uclassified



'7? .L • 

At 10 A. 11 . We IIGiralac, M ~ -., Ul• s-•Ur7 et tbe !'rl&llll71 

seaor Dr. J)ae ,... nh 4e loe Rio•, M~11MM4or et lpt.la, oalle4 to oub the 

clleck c1•• h1a oa ~· a, r•••tt-c the A4YUCe ~t oa a!al,...t et 
SpUlllll ellYer col• . !!>• ..._,.,.. pa14 to the JoolluM4or 1a til• hei'•Yr7'• 
pr1 .. h ott1ce oo the tint noor, after II• lla4 &4oree4 the olleck 1a tbe 

t- tMtc-te4 1lir the ~T Lepl Staft. 

J'l'OD tile Seor•Ur7' • ottlo• th- ., ... , preect 11r. llel'llehla, 11r. J.ocllllw, 

..,.. tbe !'r-er ot til• Ullllte4 stahe, llr. ,JIIllaa, wllo 'llroae;llt two et 111• 

eWt to ..a the .anal cull Jlllla•t. 

'l!o• Ja11MM4or.,.. ~4e4 nth a Secr•t SII'Ylc • .a to .acC~~p~~~T be 

u4 1111 Secreta.,. 1a their cer, aa4 two ot tile Secret SII'Ylc• ac wer• 

4eta1le4 to tolloor bl.e cer to lte ._tlaaU• 1a - ot th• ...,..,t knic• 

Dvl-s th• OCII&I'tl• et th• coaYeraaUoa toollll•t aaUoae4 to tlle 

Ja)uta4or (u prm011a1T III'HIIC .. wltll tile 1ecreU17) \bat 1a ""1'11 ebl.,...t 

of •1l•er colu the !'rM8QI7 woal4 aat'lll'allT lib to ••• Ulll1 tat Stat• 

•b.1pp1Jic o~" pia •- •t tile baetU troa the abl.pptac ape~•, u4 

tbereten, wll• a!alpa•h ar• ..... u .a..n- ,.. .. l e ar• aftllable at 

Ua" aot lacODYDt•t to tloe l)llla!u oo.-t, we llopM tll• ....U '" 

tlle1r ~ clear to lleke ue ot nell nuela. 
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RE JUNE 1 S f i!IAliCING June 3, 1938. 

11: 30 a .m. 
Pr esent: 

H. :.t . Jr : 

Taylor: 

Har ris : 

H. II . Jr : 

Ha r ris : 

H. '.! . Jr: 

liar r i s : 

a .:.t . J r: 

llr. Taylor 
lo!r. Locbhead 
Mr . Baas 
Mr . Seltzer 
tl r . Barris 
!.lr. Ophalll 
llr. Bell 

(On phone) Dr . Burgess , please. 

Anybody missing ? 

Dan . 

lla r ket • s improved a little since I talked to you. 

Wher e? 

Except in the t1vo l onger bonds . They moved - the 
June rights are up now t o 3/32 - a point and three­
f ourths premium. 

Any other ones? 

And the Sept ember s were orr f ive ; t hey ' re only off 
two now . Sell i ng on t he same price as t he June •. 

(On phone) Bello . (Conver sation ~ith Burgess 
follows: ) 

(Bel l comes in during conver sation) 
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Friday · 
June 3, 1938 
3:35 p . m. 

17S 

fl)IJr : Hello . 

0;1erat or: 

at'Jr: 

Burgess: 

la.!Jr : 

H: 

B: 

i!Wr: 

B: 

fi!W'r: 

8: 

o: 

H~Jr : 

B: 

ril!Jr : 

£: 

HlJJr : 

8: 

Dr. Burgess . 

Hello . 

Go ahead. 

Oh hello, Benry. 

Vlell, hovr does she look now? 

V.'ell, ah - the market behaved pretty well; the 
rights are u p n l i ttle further . The long bonds 
a re off about as much as they rose :yesterday . 

Uh huh. 

The - ah - the shorter bonds are up. 

Yeah. 

Vlhieh is rather natural. 

Yeah. 

I t shows the Street' s had a rumor of e longer 
term bond. 

Yeah. 

That they 1ve been talking about it. No,, ah -
just one or t wo speciric reactions I can give :you: -
I talked wi th Garner at some length. 

Yeah. 

You mentioned hi m :yesterday. Be ' s opposed to the 
i dea of a note; he thinks .a ten :year bond would be 
very much better. 

Yeah. 

And likes t h e i dea of opening up the - the f'ort:y­
e i gbts. 

Yeah. 

Be s ays 1f :you don •t, t he tendency wUl be for a 
grea t many people to specul ate 1n the - 1n t he 
new i s sue and • • • 
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H!JJr: 

Jl : 

HlAJr : 

8: 

!!: 

!!l!Jr: 

8: 

i!!.!J r : 

B: 

ff!!Jr : 

H:~r : 

B: 

HI.!Jr: 

B: 

.l : 

- 2 -

Yeah. 

••• rai s e pr i ces of the nh - of the s horter stuff. 
The Discount boys feel just as they d i d yesterday . 

I s e e . 

They t hink the action of the market today indicates 
t he n e ed for an int ermedi ate b ond . 

Uh huh. 

They say peopl e don ' t like the note but t hey're 
cry ing f or an inte r mediate bond . 

\';ell • •• 

Ah - he reported one insuranc e company fellow who 
was r i ght sore abou t a twent y twent y -five year 
t~o and three quarter bond - thought it wa s -
thought it wa s t oo long - t hat it shouldn 1t go 
over t wenty yea r s at 2 and t hree quart ers . But 
t hat f e llow h a s ind igestion so I wou l dn't t ake 
that very s er iou s ly • 

I see. 

Th en Levy , on the ot her h~~nd , thinks 1f you do a 
twenty t¥.enty-f ive bond you c ould do the whole 
thing in that one bond. 

Uh huh. 

He doesn't like the idea of a note very well . 

Levy t hin.~s we c P.n do the whole t h ing in a bond , 
huh? 

That ' s right . Ye s . He' s the second fellow I 1ve 
found who ' s s a id that; on e ' s Devine and one ' s LevY. 

l'iell . 

1eo 

So , t here ' s - t h ey 've - nh - they 1Te talked for i t 
and t h ink tha t a lot of peopl e will buy it 1f you 
i t out 

Yeah. 

And t hey all s ay t hat - that 1f you have a - t he bor.d 
alone or a bond and a note ••• • 
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H)IJr: Yes • 

m:Jr: 

F: 

HIIJ r : 

!IIIJr: 

B: 

Hlr'Jr: 

D: 

9!Ur: 

8: 

HIIJr : 

8: 

HI!Jr: 

8: 

Jl: 

HIIJr : 

••• there'll be a lot of fellows wbo will ride the 
bond, that is they'll buy it with the hope of 
selling it out during the SWIIIIIer . 

Yeah. 

Or else they 1ll sell rights so that ••• 

Well, of course, if enough people feel that way 
(laughs) ah - they ' ll get out pretty fast. 

Yes, there'll be a good sde of rights at first. 
~--Yeah. Well , let me put it t his way - well , I aean, -

are you through on :your comments? 

Yeah. 

Well - ah - a s she's closing toni ght - ah - couldn ' t 
we pretty well say, unless something tomorrow comes 
up that we don ' t know about, we ' ll go ahead with the 
twenty tv1enty-five and a f ive year note? 

Ah - I think that would work all right, Henry. I 
prefer, as I said last night • • • 

Yeah. I know. 
for :you 
•• /to do t he other , but - ah • ••• 

Well, I mean have you any doubts at t o t he success of 
the ... 

Not the slightest. 

No doubts? 

No doubts at ell . 

lfeither have I. 

The success , I think, is guaranteed - as long as you 
offer a second obligation the success is assured. 

Yeah. 

So 

Yeah. 
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IIJ,IJr : 

B: 

HJUr : 

B: 

- 4 -

Well , I'll be 1n touch with :you· aga1D 1D the 
IDOrningJ as I aa:y, unless something turns up that 
I don't know about, I th1nk we ' ll co ahead on that 
basis. 

All right, sir. 

Thank :you so much. 

Very good. 
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H.M.Jr : 

Taylor: 

Bell : 

B.IL. Jr: 

Barris: 

B .~.Jr : 

i!rrl'is : 

Bell : 

H./.l . Jr: 

Sol tzer : 

Seltzer: 

H. IJ.Jr: 

Seltzer: 

B.li.Jr: 

Seltzer: 

B. l.l . Jr: 

Harris: 

-2-

Do you (Taylor) feel any different today? 

(Nods no) 

Market '"ant ot t a little bit. 

183 

But she ' s comi ng back, I think . How much or r is the 
2 7/8 right no~ 

5/32 . 1he 1 56- 1 59s are ott 5. 

How much were the 2 7/Ss orr yesterday? 

'!bey were off 10/)2 . 

That's a good adjustment. 

What I 1m thinking or doing - I've pretty well made 
up rriY Jli.nd - is t o give them a choice of a 20-25 and 
ll 5-year note . 

(Nods approval) My only question there would be 
about r a ising the maturity by two years , say, on the 
25-year bond in order not to make it quite as sweet 
as it is; raise it, say, to a 22-27-year- bond . That 
is, the market is up about - as of l ast night ' s close, 
it was up better tnan half a point on our tNo longest 
bonds over the 28th of !lay, when we ·.-ere figuri ng on 
this stuff. 

Well , how much do you - what do you think thGt the 
20-25 will sell at? 

I think it wi ll sell at better than two points . 

Well, I think 1ve need tha t on as long a bond as that , 

On the other hand, I don ' t think that e 22-27 will 
sell much below that . 

Well , the trouble is, I haven't talked i t, I don ' t 
The 20- 25 will go out now - t hat will be •6). 

That will be three years out beyond our last. 

We have no t hing - what - '60, is tlult the .t'urthest ? 

2 7/8 160 . 
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H.ll . Jr: 

Bell: 

Harris: 

Bell: 

H.M.Jr: 

Taylor: 

H.M. Jr : 

Bell: 

H.?.!.Jr : 

Seltzer: 

Bell: 

Upbam : 

Bell : 

Taylor: 

-.3-

Did you (Bell) look up wnetber a 25-year bond 
would be the longest bond the Government ever 
sold? 

No, but they ' re looking it up . 

184 

'!he 1 55- 160s were 25 years; tney ·were put out in 
llarcb, 19.35. 

You meant all time, didn't you? 

I think you• re right'. 

But I 1 ve been all through it, and 20-25 - I tell you, 
I don ' t think a 2-point cushion in this market ­
European conditions, long market - I don't think it ' s 
too much. 

It ' s a long summer . 

It 1 s a long summer. It may even go higher . 

It ' s ten cents u year. 

I think it may even go higher. 

The chances are it ·sill go r:bove t.vo points. 

Ob yes. 

I Just bad a pretty good bond man from a country 
bank in. You m.ight be interested . He bas a good 
many or the mr:turing notes . He says he wouldn' t 
take longer than a 10-year bond to keep, but that 
if be 's offer ed a long bond and a shor t note, be 
would take the long bond to sell, because he thinks 
the bond market wi ll go up and the note market will 
not. Hf ?lould prefer to have a 10-year bond. And 
be didn t l ike opening up the 148s . He has too many 
of tbem; tbat•s probably the r~ason he wouldn't want 
any more. 

He ' s a countr y bank and he doesn' t like tbe premium 
on the ' 48. 

Well, that ' s a perfect museum piece. I mean every 
fellow you talk to will give you that same answer. 
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Upham: 

Sel t zer: 

Bell: 

Seltzer : 

H .~ . Jt' : 

Taylor : 

a.:J. Jr: 

Seltzer: 

Upham: 

'lay l or: 

Upham: 

Harris : 

H.U.Jr: 

deas: 

Bell: 

B.!L Jr: 

-4-

He has sold all of his notes except the maturities 
and BOLC 142- 144s. 

There aren't enough like them, because these not es 
have Just been shooting r ight on up. 
There ' s somebody buying them, that ' s a cinch. 

Absolutely, t hat ' s Just the point. 

Somebody . Well, there ' s no one talks - don't come 
ln and say, "Yoy mustn ' t l e t the note market get 
t oo high." Don. t say anything about that. 

Old man Taylor does, but ••• 

This wil l t ake c ar e of t hat a little bit . 

That's where your real shortage is, in short-term 
s tuff - tne notes. 

He said he' d t ake a 30-year bond in pr eference to 
a 5-year note . 

But not to keep. 

Not to keep . 

The thing about a 10-year bond - if the banks would do 
what everybody tells us t hey would do, take that, we ' d 
probably end up ll'itb a vef7 small issue of 20- 25-yeers, 
which is not very desirable. 

'Nell, t he 10-yeer - I'm convinced the 10- or 12-year 
bond would be a very strong deterrent on the long bond. 
I mean t hey ' d all go into the 10 or 12, because that's 
what they want. 

And if s anething happened, lolr. Secretary, you wouldn ' t 
have t he protection. 

The premium would take some of that off, if you added 
a premium. 

And if we do this, the September fellows that take 
the long - we' 11 give them two a.nd 11 half months 1 

interest on their note unti.l September . 
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Bell: 

H.:l. Jr: 

Seltzer: 

K . ·~ .Jr: 

Taylor : 

H. 'J. Jr: 

Bell : 

H • .t . Jr: 

Bell : 

H . ..! .Jr: 

Bell: 

H. !l . Jr: 

Bell: 

B • ..! . Jr: 

Bell: 

H.!l.Jr: 

-5-

That makes it a little richer. 

It • s onlY fair . I think t ba t• s only fair. 

T'nat •s on1y tbose who take the notes . 

186 

Only those who take the notes. No, only those who take tne notes. 

Got an interest ad j ustment in the other fellow's 
favor if he turns it in for the 2 J/4 . 

That's only on the fellows who take the notes. 

Couple of wa.ys Ne can do that. 
pay them the interest on the 2} 
between the 1 1/8 and the 2} on 
when the exchange is made . 

Vlha t•s t hat? 

One is that we will 
up t o - the difference 
the September in cash 

From June 15 . One 1vay is to pay the holder of the 
September 15 note when he turns 1t in t he difference 
between t he l l/8 and the 2}, see, on June 15. 

loell, which is the • • • 

And the other way is to say to the holder , •We're 
going to give you . •• "- l e t ' s see, how is that noN? 
"We 're going to give you a note of 1 1/8 percent, 
and you clip the coupon a t 2t off the September note 
and keep it, but you pay us the interest of 1 1/8 
from June until September. • In other wor ds, in 
one cvse we get in cll.sh and the other what we •• • • 

"ell, are they quarterly coupons? 

No, but you see, they keep the coupons. The coupon 
would be good on September 15 . 

Well, if he keeps the September coupon, then be baa t o 
pay us. 

If be keeps his September coupon, t~t•s right, be has 
to pay us . 

Wbich is the easiest? 
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Bell : 

B.ll.Jr: 

Locllbead: 

Bell: 

Locllbead: 

Bell: 

B. !,! .Jr: 

Bell : 

B.U.Jr: 

Taylor : 

E! .!LJr : 

Bell: 

il.li.Jr : 

Bell : 

B. ll . Jr: 

-6-

There isn' t much difference in it. 

Which do you r ecommend? 

187 

~ouldn' t it be pretty hard on the f ellow holding 
a coupon which calls for a certain amount and then 
he presents that coupon and you say be bas to give 
it up? I mean bow do your coupons read? 

Ob no, when be exchanges the no~e on June 15 , be 
pays us the 1 1/8 percent from June 15 t o September 
15 in order t o g et the new note. 

Oh, I see. 
I .. 

Then be keeps t he September 15 coupon. 

He pays us 1 1/8 in cash for three months . 

For three month s . That's more advantageous to the 
Treasury, for him to pay us the cash on June 15. 

I 1d do it tha t way unless there·•s somebody ••• 
let him pay us the cash; it ' s eas i er . 

You interest chiseler , Bell. 

'l'hen we get the interest on the 1 1/8 . Yes, I'd 

I'd 

do i t taut way, let him pay us . Then we don't - be 
can come in wita his pennies a nd all that . We don't 
have t o . 

Well , I think what we ' ll do i s t his . The President 
may be going down the river . Suppose you could 
have t ha t t hing for me t o take t o Cabinet, have him 
slgn it? 

Yes, sir. 

I t - when you don't do i t - a t least we don't have t o 
be fussing ebout getting it signed. Have i t in here 
five minutes of two? 

Yes, sir. Have it in here five minutes of one . 

Then I 111 call up - when I 1 e t back from Cabinet I'll. 
send for you fellows and we can t alk t hrough this thing 
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Taylor: 

H.M. Jr : 

Bell : 

188 

-7-

once more. By t hat time tne market wi ll be closed. 

All right ? 

(Nods yes) 

Don't you (Taylor) say one and a quart er. 

Just waiting f or it. 
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rnpartite AnUS-t wUil lllclud, J'ruloe, B-"&1•, 11'111tHrlaJl4, u4 '1'11• letllerloda. 

StabUisatloa Jlmd, 

Mmco u4 Cua4a- .u .... r . 
ClliDa ud B1'8Sil ( 1lll't'Olrtq gold aleo) . 

Joretp llonetazy Acre•eata: 

Mmco u4 Cll1D.t. - hftip ~. 

De"raluation ot the Dollar u4 lla1ahaaaoe ot itl Mab111q. 

Serrtce Soboola tor l!Dtorc-t -'&*"'•• Inolu41JI& ADu PraoUoe. 

ltttoieor Stu41ea ot Variou :aoa..ua b)' 'freotllll'J .AdaUiatraUn e.att. 
COordl.Dation ot Po.bllo llelatiou Polloi ... 

Special Pb;raical LabOrator)' tor eurr..01 Stadt ... 

llml11h1Dg ot Pqolliatrio D1epoat1c Serrtcee to Jadare.l Courta . 

ill~ce ot Veaaala b)' Radio U' 110 D1-•• 1a ..-r«. 
Internal R..,_. Deo.,tralisatlon Plan. 

ProC~~r<Dent llade G•ere.l Po.rcllaaiDg C..ter tor OOY-.-.. t. 

Creation ot .Arcllihoture.l .!otrleozy 0.-.it-, Coor41D&Uon and CoatJDl ot BuildiDg Deaip. 

Tl••ulUY Art Pre jeot. 

ldODtice.l B14a, lfonopoliea (Urea, •-t, eto. ) . 

Reorsantzation ot Re~ u4 MaUaUoa. 

!atebli.-.,t ot O..ere.l Cowlaal'a Ottioe and AIHI11t1on ot SolioUor. llew Saotion in a ...... - Reorpllization, Reoai'ferallip and BaJIItrlaptOJ. 

Riclloond Selt-Balp Plu. 
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TREASURY DEPARTMENT 190 

.lttaohed are two oop1e• ot 111•• LoD!can'• repart Oo"l'1Jic 

her reoent t1el 4 trip to Ole~laa4 an4 Ohlo.co. 

Attaohaenta 
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To: The Secreterr 

l.llss Lon1gan 

J une 3, 193$ 

In Cleveland I saw secretaries or two distri ct offices 

or t he Cleveland Rel i ef Administration, the general secretary 

of the private Family Welfare Societ y, Bnd t he man i n charge 

of J i s t rlbution of surplus commodities. 

E'ood Orders 

The l as t grocery order s sent to rel i ef famili es bad run 

out on \lednesday. A few thousand doll ars bad been found by 

layinc of f some raore garbage oolleotore. The relief admini s­

trnt ion deci ded to i s sue f our day food ordere for famil i es 

~ith emergency needs only, chiefly i llness. 

1S! 

Families were not coming in to the relief office s . They 

read i n the papers that there are no funds. A curious solid­

arity i s growing up between rel i ef families and relief staff 

s ince salari es were cut off. The f amilies do not pester the 

stnr r any more . They are going to the Councilmen. The 

Counci lmen are leaving town. ] hey can ' t stand it. One vis i tor 

tol d he r supervisor she couldn ' t go into her district; she 

~osn ' t a fraid , but she couldn ' t stand the cry ror rood any more. 

One man sold his canary tor $5 to buy rood but bought a gun 

i nstet>d . . He wae quieted in time. 

The prevai ling reaction i R still apathy. •something is 

~oing to happen. I~a too brooding•. One day there were 1100 

cl i ent s in one room. •You could feel a pin drop• . The 

Di stri c t Secretary ineisted on help f rom headquarter s. The 
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~yor himself came out. He gave them l arger quarters. 

The Uayor has achieved virtually universal respect for 

1.18 honae ty and intelligence. His Commissioner or Health and 

=~lfare , a wealthy retired business man, is also very well 

11ked. At f irst it eeemed possi ble that Uayor Burton was 

pl~ylng subtle politios to attract personal attent i on t o 

h1msel·' . That interpret at ion seems entirely unwarranted. 

Surnlus Colll!Jodi ties 

I visited the headquarter s or surplus commodi t ies d i s­

tributi on and also the warehous e where co~odities are stored. 

r.hen co~odit tes are i n transit they a re under the 

Juri sdi cti on of the Federal Government. Once they reach the 

rn1l rond sidi ng , they are the responsibil i ty or the local 

rcUcr ad:nin1stratlon . VIPA or course hils no connect i on with 

cur~lus commodities at any stage . 

The Cleveland relief office unloads the care, repacks 

·:.e food in smaller containers, and di stributee the commo­

l 1t1es to local stations where the f amili es come and present 

t!.clr c-.rd from the relief office . 

192 

In a war>?house belonging to one or the utility companies, 

\>axes or potatoes, bags of flour and barrels or ?rY skim milk 

>·c ~e plled high. Everything was in spotless order. Women were 

~1v1d1~£ sacks of f lour ln half tor smaller families. Butter 

ls cu t into one pound blocks . The dry skim milk is hardest 

to handle. I t comes in 100 pound barrels and must be re­

pncked in one pound packages . 

Even the storage and repacking or these oommod1ties in 
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a eerioue item in rellet expenditures. Butter etorage t or 

six carloads or 120, 000 pounds ( one month ' s supply) coat 

about $1000 a month. Cartons and bags t or flour and • 1llt 

coat about $250· Labor ia supplied by a work relief project 

under the c i ty itaelt. Even the sacks and barrels in which 

the co!lllllod1tiea come are saved and used again. 

As a result ot the criaie tal!liliea a re now getti ng a 

double ration ot rice and dri ed beans. Flour ia also being 

issued .. '1.'ned1ately, although it. was not scheduled tor release 

for two or threB< 'ci'iifitr ~here ~re the usual prunes, celery, 

oranges, cabbage, and green beans. Dry ski m milk i s !!2! 
being distributed because they have not t i niehed packing it. 

Ca~~ed peas are in storage but have not yet been released tar 
i ssue by Federal Surplus. 

!'ood Rat ions 

There has bee!t no increase 1n the ration ot commod1 ties 
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ner family since relief stopped. Food cards allot to t~1lies 

only the scheduled amount above their normal nseda. Even it the 

noroal needs are not supplies, rules or t he Department or Agri­

culture absolutely proh1bi t increasing t he quanti ties allowed 
per family. 

Ur. Rowley, t he very able euperv1aor ot commodity d1atr1-

bu t1on, estimates that commoditi es in Cleveland constitute about 

5 percent ot the standard budget. Lees than th1e i a 41atr1buted, 

1! fewer commod1 t1ea have b een purchaeed by the Corporation. 

Cleveland food budget s have been twice reduced eo that they 

ere now 2S percent below Depar tment ot Agriculture s t andards. 

Surplus CO::Illl0d1 the Cl&lte up leaa than one-t1nh ot thU lou. 
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The supplY of commodi ties could be multiplied five t1mee 

without givi ng families too much, when they are getting their 

r egul ar grocery orders. They could be multiplied twenty t1mee 

(wi th more variety needed) where families cannot get relief. 

After thls week is over, there wlll be practically !!.Q 

surol us commodit ies in stor age in Cleveland. The thirty- day 

supply wa s used up long ago. Warehouses are empty. Food moves 

fro~ the ca rs onto the trucks, merely passing through the ware­

house~ . Spring and s=er surpluses are exhausted. 

This week the car load of flour arrived on Wednesday. 

Families who got their supplies early in the week got only 

butter, ric e , and green beans. They will have to come i .n a 

second time for !lour. That meant t hat 13, 000 post carda had 

to be mailed out to Uonde.y and Tuesday families , before midni ght 

of the day the flour was ready. About 25, 000 families in all 

receive commodities. Furnished room families get t hem too 

l f they can cook. 

Bread linee 

Di stribution is still made from a f ew stations, sinoe the 

l ocal grocery store distribution was discontinued for laok of 

funds f or transportation. •Its back to the bread line•. 

Complaints are coming from schools that •the klds are 

out all day. They stand in line with their wagons•. Friend& 

or nei ghbors who have cars help the families get their supplies. 

That is the origin of the story of relief families driving up 

i n cars. Of 1000 license numbers checked, 90 percent belonged 

t o friends who were helping and g percent belonged to men who 
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were allowed to keep their oars because ot their oooupations. 

Pr i vate oharities 

When relief stopped altogether, t he pr ivate charities 

took t he most terrible oases, •so terrible you couldn' t do 

anyt hing t or t hem. One woman had pneumonia three days in a 

fUr nished room without food or heat . She was too siok to 

:::ove. The Associated Cha.rities provided mUk and tuel. It 

~~e had had hel p a week earlier it might not have happened•. 

The Community Fund has less money tor relief than it had 

a year ago. The needs of t he hospitals are greater, and take 

all availabl e funds. 

Fnmi l ies have fewer resources than they had before 1932. 

~~ere are fewer relat ives wi th i ncomes . They have lees credit. 

Grocer s have already given too much . Foreclosure is much 

ou1cker now. As soon ae t amiliee in public hous ing go on 

relief t hey are disposses sed by t he courts . Rel ief visitors 

are putting t amUies into f urnished r ooms, t wo r ooms for a 

family of ten. Public housing t ore do~ t he better housing 

and 1 ef t t he worst. 

Clothi ng 

Distribution ot clothing was never adequate. Now t here 

i s none. Children are out of school tor lack of clothing. 

Food coney g oes into school shoes. Fort y families in one 

ne1~hborhood were round to have children out of school on 

nccount or s hoes. In 1929 the Cleveland Communi ty would have 

bePn shocked if five children 1n the entir e city were out 

because ot shoes. Families sell groceries to get shoes. One 

woaan sold her wedding ring. One man sold his work jacket. 
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One woman whose husband had been a good workman came to the 

prlvote charities and begged tor days ' work so she could buy 

nlp•l es for the baby's bottle. She hadn't tive cents. 

An informal clothing exchange is gr owing up aaong rel ief 

ramllles . HtAtever t hey get as gifts or Chris tmas pres ents 

o~ from casual employme nt are exchanged with t he other needy. 

~amilies that t nl t between rel ief and WPA are the hardest 

hl t . The man works one or two days a week, gets enough t~ 

luy food and nothing else. He gets no help with clothing , 

•·J!"'llus co= odi t i es , d i spossess noti ces , gas cut-or re, or 

·n~·th1ng else . Their nu:tber s are get ting large as relief t unds 

-o do-n. 

O:.~tlook 

The rural i nvestigating committee or the Ohio Legislature 

dld report back that t here was r eal surre r l ng i n the cities, 

•nr\ that chiseling was ver y slight. They ag r eed that s tate 

f•Jnds nus t be a ppropria ted, and that the legi slature mus t mlll<e 

lt easi er tor ci t i es t o raise coney. 

They mnde no report (Wednesday) on how the money wrs t o 

be r~.l sed . It ie expec t ed t ha t in a week or t .. o the Governor 

"'111 •come rid i ng up on a white horse•, but there seems no 

c:.nnce for new funds t or anothe r mont h. 

The legi s l ator s ' pr i nc i pal ob j ection 1a to •overheAd 

expendi tures •. They want the cos t mechani cal f orms o r relief 

~nyMent . Wi th t he pr esent low ove r head, relief workers see 

•lo:ens or t hing& t hey could do to res tore f amily independence 

•nlch mus t be l eft undone. •I haven 't r ead a single record in 
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the last six months 1n wh1oh the family could not baYe been 

res tored to partial i ndependence 1t we bad bad more time•. 

(The urban social wor kere 1 ballet, deYeloped 1n the 201s, 

or unlimited coddling ot relief tam1l1es, 1e now giY1ng way 

to real i sm. The rural legislator ' s hatred or overhead 1e 

now pr~venting social workers from using their skill to help 

Ee t faoilies off relief .) 

Cleveland has one f ami ly which bas been on relief f ifty 

ye~ra . It bas many families in which the children never k.now 

a time in which there was no welfa re visitor in the home. Young 

peo0le think or only t wo things ,ben they marry, getting relief 

or netting on WPA. 

Cn1cMO 

I spent the entire day in Ohiongo visiting local relief 

stations where applicants were being oertlf1ed t or WPA. 

A~~lioants were being given a pr elimina ry interview. It they 

were appa r ently eli gible, they were given appoint ments for a 

ruu interview. ·At the f irs t etetion intervi etts were scheduled 

~or July Sth. I n other stat i ons the shortage or relief staff 

·•"s not quite so great. lo!en applyi.ng that day were. bPing given 

ap,ointments for June 27th. When the vis itors tell them, they 

•ny , ' What shall I do till then'• 

All relief stat ions are closed. The s t art 1s furloughed. 

Vis i t ors and clerical statt are working one or two days a month. 

One man whose salary had been tll5 a month was reduced to $20. 

Cany o r the Yisitors bad come from relief. 

The appropriation passed by the leglalet ure ia Just 

Regraded Uclassified



- g - 199 
sufficient to cont~nue t o give food orders to families already 

known to relief. No new families are taken on. There · ia no one 

t o int erview them and find out t hat there i s an emergency. The 

~erst difficulty is money for relief salaries. 

Families with illne~A , sudden emergency, and all the men 

~o h~ve applied for WPA and cannot get i nterviews !or a mont h, 

~~ve had no recourse except private charity, since Uay l~th. 

'i'her cannot get commodi ties because there i s no one to certify 

Surplus co~~od1ties in Chicago now constitute about 13 percent 

of the f rua ily budget, or about $~ . 39 a month for a family o! five. 

The familieo are quiet. "Wh7 not? They're mostly unempl oy­

acles , old , sicit, aliens, widows. They don ' t make t rouble. The 

peonle thnt mi ght have made trouble in 1932 are now on WPA.• 

One man crume into a relief office and asked for help. He was 

told they had· nothing . He sat very quietly all day, because he 

sal d he had no place to go. When regular rel i ef families came in 

to get commodities he asked them if they would share with hi m be­

cau!le he had had nothing to eat. I asked where he went when the 

cla? ~<na over. Nobody knew. 

No i mprovement i s possible in Chicago unt11 the legislatur e 

~asses enabling l egi slation, the city counci l passes new taxes , 

nnd t he tax anticipation warrants are sold. That looks like July. 

WPA has more people on reli ef in Chicago than at any peri od 

ln the last five years. They have about 3,000 people certified 

but not ye t put to work. Projects are hard t o get . The backlog 

of npplloants for WPA, who cannot be interviewed by the small 

be 
rel i ef staff , will / thousands more. 

' 
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TO 

TREASURY DEPAftTMENT 

IN'T"P MP'ICK CONWUNICATlON 

Secretar~genthau 

J:r . Ha~ 

.... June 3, 1938 

s~,. ject : Renort of 1nt er- deoartmental meetin g to discuss 

busi ness conditions . 

At the r.on t hly o eeting of repr esentativec from vari ous 

.-.,;,· :"::t<'"t &..,e!'lcics 1nte::-ested in the bu s iness situa tion, 

':ell on J une 1 i n tho offi ees of the Board of Governors of 

~:r l•Grr al ~cserve SJste~ , t h e follo~ng point e were br ought 

.. :;~ t:r t "~~ ve a b earing on t h e business outlook: 

(1) Jr . Gol dc nwei ser of the ~ederal Re&ervc Boa r d eetl­

. ·tes t'1P ? . . t . S . lnde l: t entatively a t 75 for : :ay . He says 

~"·:·c i s cons i derable ouestion whether t here will be more 

t:: ft " sc~sone.l d~cl!ne (5 or 6 percent) fro:n ·:ay to J uly. 

~~ ?ubte t hat a decline in a utomobile nroducti on durl.n g the 

~.rl·t ~ew :::onths wi ll huve any s i @l i f ica.nt effect on the steel 

~::· .. tr:r, b ecause for son:e ti::~e cars have been l art ely pro-

· .. c,.o f r o·· s toolte of s t eel on hand . 

?' e coneensus of opinion wa s t hn t i ndustri al nr oduct ion 

: .. , ' lla main t a ined nf' ur t he pr esent l ev el dur inG t he next 

e or: •l1s . 

(2 ) S<'veral fa ctors were mentioned as 1 1ltely to con-

•' "te t <:> a r i s e in the F'. R. B. index C.url~ t h e latt~· half 

-:· c'.e yec r , t hous h counteractin(; influences would tend to 

· "l ' ·::e r i se w! t hin codera te boun ·'a . (a) Since oonsu"\!)tion 

' f t' Jnnin;O at a h1.:;her l e vel t han industria l production , the 

P'lPt i on of inventori es will force n roduction higher e ven 

•• 1'1 :! co:1su.n tion does not i mprove , ( b ) R<>s1dential con­

~~· c tion may be well mai ntained in t he l a tter hal f of the 

... : , ~.11-1 Gover nment c onstructio n programs may contribute to 

· ~~6! i rnnrovecent in t he l as t f e w months . (c) P . ~.A. ex­

n' • t·~cs are likely to become a business f actor late in 

... ·"' ;,~,e r . 

Probable restraints on busine s s during t he second ha::!.f 

'>~ -.::e y~ar will be : (a ) An expected decline in agri oul -

•. ,. , i ncome s (incl uding Government pa y!llents) froo S . 5 b1l-

11on dollars in 1937 to 7.3 billions or po ssibly lower 
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(:entatl ve est!mnte) in 193S; (b) the possibility that pri­
vrtc snending may be reduced during t he second half of the 
:
1
en r , after current pr o jects are completed; (c) a probabl e 

decl ine in export d emand. 

(3) 1.1r. Bean called attention to the f act that t he 
:"Pt '.oMl income during l!ay w111 be only about 10 percent 
lo~er than l ast year, which tends t o expl ain the rela t ively 
::1~·· l t'vel of retail sal es. He estimates t hat a t the f1rst-

~r·el rate~> of consu::J!>tion and p roduction, inventories of 
~·.n1'''~'~ :-oods will have been reduced by J uly to t he e quiva ­
' .• o' thote a t the end of 1935 . 

( 1: ) Coml1 t1ons seem to be shaJ)ing uo for a substantial 
'· •n~~s e:~ansion in 1939, particula.r ly if p rivate enter­
.l ·f ehoul~ come forware with construction orograms to s uv­
le "nt lovernment programs. The l atter , vtlich are likely 
~? ~c elov in &etting under way, may make material contribu­
t•o;.r to e~ployment and business activity in 1939. Th e 
·tol.' .;c of deficit s pendin$ will rea oh a high level i n 193J. 

( 5 ) Expenclitures throu..;h W. P . A. clu..nnel r offer tl".c 
··~:t ' •ortunlty f or ranid Governmen t spend i ng , but under 
,.~ ~r.: -,olicies t hese will not 1ncreaee substant i a lly until 

1 -~ i n th~ year . An exoected snending r ate of l SO million 
'Jl' .•a 'ler rJont h a t t he end of the yenr will coMPare w1 t h 
· • c'a•,•ent rnte of 155 milltonc nel' month. 
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June 3 1 1938 

I saw the President or the United States today 

and be brought up the queet1on or taxing State employees. 

He said t hat he had d1otated a memorandum to •e 1n anewer 

to our letter to him and he ea1d be wanted me to diaouss 

with Mr. Magill the following suggestion: the possibility 

of immediately starting a friendly suit aga1nat aome 

State ecployee on thie year's ealary t~ try to establieb 

the tact of whether or not we oan collect the Federal 

income tax !rom State employees. At the time we initiate 

suon a sult we ehould make it plain that we bad no int en­

tion of trying to collect taxes retroactively. 

The President asked it we bad not withheld at­

tempting to oolleot taxes !rom State employees baaed 

entirely on a previous Supreme Court decision and he 

said ie there no reaaon wh7 we really could not go ahead 

and collect taxes !rom State employees. I aa1d I did 

not know; it was too technical a situation , but that I 

would immediately discuss 1t with Magill . 

So t he President said, Well, it 1t is as important 

as Magl~ said it was, I would like to olean 1t up in this 

way. I a a1d1 I ought to take 1t up with the leaders. • 

He said, ~ou have seen that I have bad to let ~ reorgan­

ization bill go over because they aa1d they could not 

handle 1t. I brought up t he question of introducing 

legislation to straighten out this tax question on State 

employees and be said, Don't think of trying t o get it 

t nrough t his session so, therefore, I would like to try 

1t this way.' 

I told the President about ~ financing plans 

2-3/4 , 2Q-25 year and 5-year 1- 1/8. He seemed per­

fectly satia!1ad. 

I told him what we had done about Spanieh silver 

and that by t aking it into the Auay Otrice we discouraged 

Sullivan & Cromwell !rom attaching i t in t he name of 

Franco. He see~d very much pleaead. 

I asked him if he had noticed the ohanga or heart 

1n Chamberlain towards t he Spanish situati on and told him 

it wae juet a possibility t hat t he raot that the papers 

i n the United Statu carried t he etory t i'.at t he Spanlah 

over here were sending back t25,000,000 (although it wae 

only a little over t 2,000,000) aight have had something 
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to do wUll Obaaberla1n1 • ue111ngl7 change of att1 tude 
toward• the Lo7allat Gonrnunt. 

I told tbe Pree1dent we were going to bU7 
nnother 5 ,000,000 ounoee. 

The Preeident aaked ae whether St. Jamee Church, 
at Kyda Park, could aubeor1be to the new 1eeue and I 
said not unleu the7 bought t he righh ; that we were 
very exoluaiTe. 

oOo-oOo 
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'l'o: 

!'rem: Ill'. Magill 

COlllllieaioDer l:ialnri.Da ie going to aek: tbe CleDere.l COUilNl 
for a l e SII-1 op1A1cm ae to tbe IICOJia &nd a pplication or the l'brl 

Authority c ... , 1n the -tion or t he ee.1e.r1 .. or ete.te and 8UIIicipe.l 

ell@loyaee or nrioua lt111da. Tile Ccmal.eeioll8r propoe .. abo to ieeue 
~miaoogreph to the Collector e adT1&iJ18 tbea to take 110 turtbtr a otion 

toward tbe collection or additional taxee on account of tbe decieioD, 

until tbe y receiw a etatement or tbe Treasury policy in the ... uar. 
This atate1111ut would be .. d th.., 1n the II8U&l. cour .. followiJ18 the 

issuance of the O.Dere.l COWI8el' a op1ll10D, Caambaiouer :S.lnri.Da 
furt her poillts out that tbt Statute or Lila1teti011.11 will ruu 111 

prac tically u o caaee UDt1l Karch 15t h of uext year ; &nd, therefore , 

ccllec t1on of theae taxes •Y be •&t 111 J'anuary-Marah 15th Mxt yaar, 
it uo l egielatioD ie adopted at the next aeaaiou of CoDgreea to clarify 

tho entire eituation, 

I shall t h 1111t onr the quut1ou cf a Treaeu.ry etate1111Dt ou 

the subject &Dd apeak t o you "!!!llill tomorrow or lliODdey. Illy present 
lnc ltnatiou ie not to ieaue any etatemeDt but to diepoee of the ftl'iaue 

question. in the ~r Which is outlined abon . 

I.n the attached ,..moraDdiD the President augseata an inquiry 

u to tbe legal eco)la ot the l'brl A.uthori ty decteiOD by the General 

CoU!l!lel of t he Treasury and the A.ttomey General . .U I han 1lld1oated 
t he legal inquiry will be &nd ouabt to be •cia but I thilllc it ought to 
be cacla by t hh Depart.eut and not by the Department of J'uatice • Tile 

present qua at i on 1a oue for the Treaeury to dec ide: DIIJIIBly, how far 
the Conmiaaioner ia to go 1u the oolleotiOD or taxee, u the raauU or 

the Port Aut hority decision, 
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Operator: 

l!.II.Jr: 

0: 

l!.l.I.Jr: 

llcReynolds: 

B.'i . Jr: 

lt: 

H.~.Jr: 

ll : 

H. IJ.Jr: 

M: 

H.li.Jr: 

ll: 

d .~.Jr: 

li : 

ll .l.I. Jr: 

~J : 

li.M . Jr: 

li: 

11.11. J r: 

ll: 

li • .I.Jr: 

ll: 

Coming on. 

All right. 

llao? 

Yes, sir. 

Go ahead. 

June J , l9J8 . 
1.1:12 a.m. 

Tell Oliphant ' s office not to let Klaus go with 
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the Department of Justice until they get a clearance 
from me . 

O. K. 

And I ' m not going t o clear it. 

O.IL 

I'm writing a note - if they're so short of lawyers, 
as they tell me they are , how can we afford to lend 
one of our lawyers to the Department of Justi ce . 

Very pertinent . 

What? 

Very pertinent note. 

I mean if they're so short, and I dictated a note to 
Mrs . Klotz, but I just wan t to make sure that 
doesn't go over there. 

O.K. I ' ll see that be doesn ' t go. 

Here Herman says he needs so many lawyers, he ' s 
l ending one of our very best attorneys . 

Xes, sir . 

ilhat? 

Yes, sir . I get it. 

All right. 

Xes, sir. I'll see that he doesn 't go • 
• 

Keep a fter that sore throat. 

All right. 

• 
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H •• J .Jr: 

Opern t or : 

H. r£ •. rr: 

Burt:ess : 

H. ,( •. Tr : 

il : 

J . l . Jr : 

D: 

R. ,[ • .Tr: 

D: 

H. '& • • rr: 

B: 

!I . J .Jr : 

B: 

!' , '1 . Jr : 

B: 

R. ,l •. Tr : 

B: 

H. l . Jr : 

B: 

R . ~ . Jr: 

Hello. 

Burgess . 

Bello. 

Go ahead . 

Hello, Henry. 

How are you? 

I'm fine . 

Y.ell, what's new today? 

June 3 , 1938. 
11: 30 a . m. 
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v.ell, when the market realized that the Septembers 
v.ere c.oming in al.so it was somewhat weak this 
morning, but it's been picld.ng up again. 

Yes. 

The September rights were weak, but they are almost 
up to last nights closing now. 

Yes . 

And the June rights are ahead of it. 

Yes . 

The long bonds are a little off. 

Yes . 

The intermediates took the touch off . There's some 
buying in intermediates . 

Uhhuh. 

Come in. So t hat the picture isn' t very greatly 
changed . · 

No. 

\~e expected some reaction on the September announce­
ment - we got a little but basically there ' s no 
particular change in the picture . 

Ubhub. \,ell, it ' s just as well that the bond market 
- it did level off a little bit. 
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B: 

!l .;J . Jr : 

ll : 

'l .J •. Tr : 

D: 

·.; . . • Tr : 

3 : 

·t . t •. Jr : 

"· ~ . 

!i . ! .. Jr : 

C: 

" .:J. .Tr: 

'l . l .. Tr : 

S: 

'.J , ' ! •. Tr: 

8 : 

-:. l .. Tr : 
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That ' s right. Yes . 

Is it very difficult - kept on the price of things . 

Very hard, y es . Yes , it' s made it too rich . 

Now, hor: do you feel about the thing today? 

\. ell, I don• t feel greatly different . If I t;as 
doing it mysel f I ' d do - I ' d open up the forty 
eights . 

tJhhuh. 

But I' m not pre~ared to a r gue very vigorously 
against the - against t he notes . 

tJhhuh. 

I just t alked to George a nd he thought the same 
\\lly . 

tJhhuh. 

That he would do it in forty eibhts , but 1.ouldn ' t 
argue very vigorously asainst the other . You can't 
predict t hese things in advance . I think there 
t.ould be less chur nint. if you did forty eights . 
But on the other hand you•d convert into fe· .. er 
of your long bonds . You ~ouldn 1 t sell 4uite so 
many lon:; bonds . 

The forty eights would be a pt to dampen the 
long bonds . 

Yes , \.ell more people v.ould t ake the forty eig hts 
than would take the note . 

Yes . 

So you •d have more an even 1·1eicht on both i ssues . 

Yes . 

For exampl e some of these banks will take a ny bond 
that you put out as urxlenriters , 171th the plan or 
distributing i t during the summer . 

The banks? 
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B: 

R.JJ . Jr : 

il : 

6 : 

'I . !. Jr: 

ll : 

H . ~ . Jr : 

... : 

H. : . Jr : 

d : 

H. J •• Tr : 

lJ : 

H. I •. Tr: 

B: 
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Yes . 

Yes . 

Now that ' s all right , if nothing happens and they ' d 
go a long all rig ht . If something happens why theyt might 
dump it. 

Uhhu h . 

But I don ' t think that ' s a very serio~s risk. 
There ' s something to be said for having that weight 
on the market. I t will keep i t from going too hig h 
possibly . On the other hand it ,,11.1 l ead to higher 
prices in your i=ediete bonds . 

Uhhuh. 

Tha t ' s already begun- some are buying their 
i n t e rmediate bonds . 

\';en , I 1 m going to 
ot four , our time . 
five? 

Yes . 

Your time? 

Yes • 

Cab inet . \ ie usually get back 
1'1111 you s t ill be there by 

\,ell, I'll give you a nothe r ring along then. 

All right, sir . 

You 're talkir~ to people all day, aren ' t you. 

Yes , I'm t alking to some . I don ' t want to talk to 
too many because it sho\\S your hand too much, but 
I ' ve got an appointment with Gardner. I•ve talked 
to three or four dea lers this morning. 

\ ,ell I don• t feel any different than I d i d yesterday. 

Yes . ~ell, I ' m-

But I 'll talk to you a gain ton1£ bt . 

• 
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Very good Henry . 

Thank you. 

Fine . 
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H •. J •. Tr: 
or . Thomas 
Part•on: 

H • • r.Jr : 

H. : . Tr : 

P: 

H. l . Jr : 

P: 

H. r .. Tr : 

P: 

H .. l. Jr : 

P: 

tf . ! . . Jr : 

P: 

u . .. . Jr : 

P: 

H. : . . Tr : 

?: 

·· . .. . rr : 

P: 

Hello . 

Hello, Ur . Secretary. 

How are you? 

June 3, 1938 . 
11:49 a . m. 

I 1m very l'lell, thank you sir . I had a talk with 
Wallace yesterday . 

Yes . 
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I don ' t knot. v.hether .JcCartl1y told you v. hat trans­
pired . 

No , I 1ve been up to my neck on this financing . 

I ' m sure you have b een. In effect \,a llace receded 
his sta te~ent that he did not believe these fic urea 
.. ere accurate . 

I ' m sorry, I didn ' t get t~At . 

\.alla ce said he d id not believe t hat t hese es tiJJUttes 
1nade in his department \.ere accurate . 

Yes , tha t ' s r.hat he -

That they bad ma~nified t he deficiencies . 

Ri t ht . 

Aile!, l.hether they have or not, t"'ere is a series of 
t "'ese thin&s and it seeos to b e desirabl e f or the plan 
to be started . 

Yes . 

And in the meam1hi l e 1:e can make so:ne checl<s on the 
actual status of r elief diets. 

Right 

Your ~iss Loni~an called me this morning . 

Yes . 

She is just back 
the relief plans 
b eans last week. 

f r om Cleveland and says that 
~:;ot only butter and rice and 
That ' s all they had to eat. 

there 
s reen 
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P: 

R. A .. Tr : 

P: 

H. l .Jr: 

P: 

H. & .. Jr : 

P: 

H. J.Jr: 

P: 

H."J. Jr: 

P: 

'1 . J. Jr: 

P: 

H. J.Jr: 

P: 

·-t .:t . Jr : 

P: 

H • • • J r: 
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Well, r-
No flour, no dry milk because they hadn't gotten 
it out. 

1 see . 

There 1 s one suggestion I should like to make and that 
is that the surplus commodities people have not up 
t o no~, considered the hea lth or relief needs or 
really the distribution mechanisms . 

Yes . 

And t ha t if an effective job is going to b e done. 

Yes . 

I ,.ould think of getting - or a sking the President 
to appoint an inter-departmental committee. 

Yes . 

I'IPA - Agriculture a nd Treasury representives 

Yes . 

To t.ork on the mechanism a nd see that the distribution 
i s in accordance l. itb the needs and not in accordance 
wi t h t he agricultural marke ts . 

Ri ght . l'ell, noo; when could you have a memo lik e 
t hn t , so that I could sho'A him? 

I could send it up to y ou 1mmedietely . 

l.ell, I r;on•t be ab l e to give it to him until l.londay . 

All right, I -

\'i hy don• t you come in ten-thirty Monday morning . 
Are you going to be here Monday? 

I bad pla nned to be away . In fact I ' m scheduled 
to give a cocmencement t alk. In New York. 

Oh. V:ell then, get it over t o llrs . Klotz so that 
she can give it to me Yonday. 
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H. IJ . Jr : 

P: 

R.:J.Jr: 

P: 

H •• J. Jr: 

P: 
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I shall have it in_her ~8tomorrow morning. 

And then I 111 follow through on it. 

All right, sir . 
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And any suggestions, I mean that you have, put in 
the memo for me . 

I shall be very glad to. 

Thank you. 

Goodbye . 
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REB 

Stcrttary of StatE, 

Washington, 

463, JunE 3 , 6 p. m, 

GRAY 

London 

DatEd JunE 3 , 1938 

Rtc ' d 3 :05 p. m, 

FOR TREASURY FRO!J BUTTERWORTH , 

216 

This wEtk ' s Bank of England rEturn still bEars 

tracEs of thE opErations incidEnt to thE rEcEnt rEpat­

riation of FrEnch funds and thE JunE lst war loan 

dividEnds paymEnt of 35, 000, 000 pounds discussEd in 

my 431, May 21, 1 p , m, 

Tht rEturn shows an 1ncrEas£ in bankers' deposits 

of nounds 11 , 6 million bringing thE total to pounds 

102 ,8 million which is tht highEst ltvtl sincE May 4 , 

ThE war loan dividEnd payment accounts for this 

increasE but it is worthy of notE that public dEposita 

wErE down on th£ wtEk by only pounds 1 , 6 million at 

pounds 24 , 9 million, an umtsually high lEvEl for this 

timE of yEar , It is customary for public dEposits to 

accumulatE bEforE thE dividtnd paymtnt and thtr£aftEr 

to drop sharply, 

ThE 
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REB 

2-#483, From London, June 3 , 6 p . m. 

The fin~noial prEss is somEWhat mystifiEd by an 

increase t his week of pounds 14, 000, 000 of Government 

securities , ThE market had bEEn surprisEd at the contrac­

tion in the credit bast rEflected in the two successivE 

declines in Government securities in the two prEVious 

weel<s and is now mnch interested in thE apparent 

rEversal o!' v•l:>at SEEmEd on the surface to bt a slightly 

deflationary policy, 

The Explanation of thE still high figur E for 

public deposits may lit in the fact that thE rEturn 

was madE on JunE lst this year, the very day of the 

dividEnd payment, whtrtas last ytar and in previous 

''E:\rs the rEturn fEll on a day or two a.fttr the 

payment. This yEar , probabl y all applications had 

not b t tn receiv Ed and thE whole operation had not bEen 

completed by the time the rEturn was struck. 

An EXplanation for the pound 14 , 000, 000 incrtast 

in GovErnment sccur1ttts is mort difficult to find 

and non t of the financial papers has suggEsted onE. 

It may liE in a nEW technique of open markEt opera­

tions which has bEEn usEd sincE thE French rEpatriations 

and which was mtntiontd in the ECONOMIST and STATIST of 
a WEEk 
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3-#483, From London, JunE 3 , 6 p. m. 

a wttk aso. These journals rightly statEd that it 

became kno~~ 1n th£ discount market that firms f i ndi ng 

difficulty in financi ng their bi ll posi tions could 

obtain th£ nEcessary facilitiEs from thE Bank of 

England's brokers. This assistance was sought and pro­

vtdtd to a considErable txtcnt and was carriEd 0ut by 

th£ purchasE of maturitiEs up to tht full thr££ months 

bills at one-hal f ptr cent . This procedure may bt 

dtscrtb t d as a combination of opEn market opErations 

and allowing thE market to bE "in thE bank" . ThE 

discount market i nstead of bEing drivEn to bort'ow 

from thE Bank of England direct at two ptrotnt or morE 

uas nblE to find its nEcessary funds at the market 

rate, whilE unlikE thE usual opEn market operations 

the mEthod ltft the initiative with the markEt so that 

thE tT.act nmount of accommodation requirEd was available, 

This new techniquE providEs tht authoriti es with an 

additional d cgr££ of elasticity in thE machinery which 

can be ustd for t ht maintcnanc£ of a cheap monty poli cy, 

If thE Bank of England took ovtr tbt TrEasury bills 

purchased 
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REB 

4-#483, From London, JunE 3 , E p . m. 

purchasEd by l ts brokErs from thE markEt thE incrEaSE 

in Oov£r~~£nt sEcuritiEs may possibly bE accountEd for 

in this way, 

GW 

I'I'.VC 

KENNEDY 

Regraded Uclassified



PARTIAL PAIUPHR&U OF TILIGIWI RJ:OIIVJ:D 

FROil: Ameri can lmbaesy, P&rie , france 

DATE: June 3, 1938, 4 p.m. 

NO .: 8?6 

FROll OOOli1Wl • 

Tod&y waa pr&etio&lly holL!&y marke t i n anticip&tion 

of closing until Tuesd&y. French control y i elded some 

sterling around 1?8 . 30 and forward franc more offered. 

Rentes down on publication of det&ile of city of Paris 

loan wnich opens J une ? for one billion t rance through 

S per cent bonda issued at 90 with lottery features and 

a~ortizable wi t hin 30 years t hrough drawings. Banker' s 

commission ie 25 france per t housand franc bond. 

Spot bel ga continues to strengthen but forward die­

count widens as speculative contraote are renewed. 

Secretary llorgentb&u1 s statement on American policy 

well received. Pennaobio of Bank of I t aly said biB people 

with whom be bad talked by telephone were particular ly 

happy to have thie reassurance ag&inst dollar dev&luation 

because of lira' e connection with our currency. 

It is t ne opinion of a high offioi&l of Credit 

Lyonnaie, formerly t he Under-Governor of the Bank of Franca, 

that Dal&dier made a bi g mistake on entering office when 
• 

he did not at once bold the franc firm. He contends that 

the exob&nge of notes could have been done ae easily at 

158 ae at 1'79. Tbia banker believee that if Dal&dier bad 

done thie , t he Government w·uld b&ve 1nepir6d a much 

gre&ter and more lasting con!idenoa in the currency. 
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In t he oircuaetanoee , repatriation bae oeaeed, bueineee 

deolinee , an4 t he man 1n the etreet i e e iokened bf atoriee 

of profits through epeoulation on t he deol ine of t he f rano . 

They are i noreaeingly ekeptioal about t he determination to 

make t he present level of t he f r anc permanent . 

B1.1LLI1'T. 
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lw TELEIJRAM SENT 

AMEliBASSY 

PARIS (FRANCE) 

344, fifth . 

i"OR COCFRA!l . 

PLA.IN 

June 5 , 1938 

FOR R£LEASE 'O~!DA:.: I!OR N.ING, JUNE 6 , 1938 : 

SEcr Etary of thE TreAsury Mor gEn t hau announcEd 

today thE offEri ng, through thE FEdEral REsErvE Banks, 

of 20-25 ytar 2- 3/4 pEr cEnt TrEasur y bonds of 1958- 63, 

and of 5 ytar l - 1/8 ptr crnt Treasury notEs of SEriEs 

A- 1943, both in exchangE for 2- 7/8 pEr crnt Treasury 

notEs of SEries 3- 1938, maturing JunE 151 1938 or 

2- 1/2 ptr CEnt Treasury notEs of SEries D-19381 maturing 

SEptEmbEr 151 193&, £xchangEs will bE madE par for par, 

and thE offEring of thE nEW bonds and of thE nrw notes 

will bE limited to tht amount of maturing notEs of 

etthrr sEriEs tEndErEd and accEpted i n exchangE therEfor , 

Cash subscr iptions will not bE recEived, 

WELLES 
(Acting) 

' (JiF) 

SAJ:E TO: AJiEl!BASSY, LONDON, AS NO, 353 FOR BUTTERWORTH, 

EA : HP : L':'."' 
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T EI.EGl;,).f S EllT 

JR GRAY 

June 4 , 1938 

5 p. m • 

•. MEMB:.SSY 

P;.;us { FR;.Nc E') 

342. 

Your 867, JunE 2 , 2 p . m. 

Cochr '\•~ di r ected procEed B1"> : 1 f nr purpose indioo.-._ .. 

~nd i s aut~":' iz ed mo.lrc tri p·. mo,;'.••ly during 1939 fiscu.~ 

year . Trnn '!>Ort~tion El<pE": .J r.s '\oV'l. tG . OO. per diEm whil~ 

~bscnt from Pr.rt:: in pursuance these instructi ons 

authorized for hios elf only, s ubject Tr a vel Regulations, 

Ch'lr ge'lblc quot e Trc.nsportation i>orcign Service Off1cc1• 

unquote . Inform o;.oo , Cochran should report do.tcs 

trrv cl . 

F .. : Hl'c FP EU A-M/F 

II£LLES, •. cting . 

(GSM) 
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TREASURY DEPARTMENT 225 

TO lleoretal")' llorpnthau 

..... Mr.~ 
!he attached -randua haa been prepared in reaponae to 

JOur quaation aa to the loaa 1nourred b1 the operaUona ot the 

$500 111111ona reTOl n .ng t \1114 ot the Pedaral rar~~ Boart.. 
- , ...... -- .._ 

- 4 

I 
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Prepared by: 

• 
Wesl ey Lindow, 226 
Dlvlston ot Reaearoh a nd Stat1st1ce . 

\ 
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\ 
TREASUftY DEPARTMENT 

INTCII O~C& COMMUHieATION 

OATI J1-1ne 4 , 19:58 

Secret~ry · rgenthau 

::r. Haa 

Cost o . ederlll Fa1•m Eloar<l One rat ions 

22 1 

':';:o A_rlcultural !.:t>r?.etlng Ac t (an?roved June 15, 1929) 
··1~.!rr1:ed t ne e-;t'\ol1s .• -nen t of a revolving fund of $500 m11-
!~ons to r e ~>d-n1n1stered by a ne;7l y created Federal Farm Boo.rd 
··it" t~e br or.d obJective or r>lac1n;r l'.:;ricul ture •on a basis or econo·oio equal i ty with otner i ndur!tries . • From t n is fund 
t Le F'e<lernl Fn. r:n :Soard m.,de loRna to ooor>era tive nesocintions 
'!!<l to t··o &tt>b111zation cor)orntiono . Vlhen t ile banlts for co­
o >ere. ;;I vee 17ere ch:trt ereo. lnte i n 1933 , t ne su oscrl>:>t l on to 
:1.elr Ca::ll trl Sl:Ock vtllS ,ai d for by t he Governor of t !le F'nr:J 
=:-~.11: .;d::1ni~l:ra<:ion f roiJ tr-1e r e volving !'und . Since t unt 
t1"1~ lendin - 0-:1er at ions fro::~ t ne fun<\ "-'ve been curta.iled and 
ou~•tend1n:-lonns hnve been l i oul dated as ra~idly as ~ossible 
~ltnout cre~ting ~dvers e re0ercues iona . The s tab11izati on 
cor ,or et i on A oeased O:>er.ot i ons in 193), and a.t the nresent time 
t .. cir only ~scets consict of cle.ims a.nd receiv~ '>les . 

Att~c.ted !lereto ill n SU!:L~~ry br1f'nce £llCCt or t~.e !'und ('£ 
?~ i>eee-:~oer 31, 1937 •. The f i gures snow thn.t t •. e fund hc.d been de ·~eted by ,;:;ll<>. 2 millions, as follo•·ts : 

~ocn~ ccnce1ed in conncc1:1on ~1th 
dona t i ons to the Red Cr oss 

Los s on cotton sold to 
S2cretnry of Ag riculture 

Losees sustained on loans 
VnluPt1on r e serves for l osses 

Total 

(::nuona of dollr.rs) 

197 . 4. 

46 .3 
17 -0 

_'Zi!.2 
Jll<>. 2 

'.' .. e loa.ne canceled 1n connection '0'1th donations to t he 
~~1 Cro~• prose through t r nnsfers or wheat and cotton f r oc t he 
ota~1lization coroor a tions i n r eturn for which loans from the 
revolving t'und were canceled. Aut llorif.ation for these t r nne­
•ctlons na.s provided by sta.tute . T,te cancel1at1on of these 
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Secreto.ry Uorgentbau - 2 

l oans cannot be viewed 1n f'ull as a loee t'rom operations, t'or 
no account is taken ot' the realizable mArket value thereby re­
l inquished, which really oonetituted a reduction 1n the 
Morocrio.tione. . . . 

The lose on cotton sold to the Secretary ot Agriculture 
arose under t he provisions ot t he Agricultural AdJustment Act 
direct i ng the Federal Farm Board to acquire cotton on which 
lt had mo.de leans and to sell it to the Secretary. 
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Lonna : 

Summary Balance Sheet 
ot t he Agricultural llarketing Act Revolving FUnd 

as or December 31, 1937 
(Uillions of dollars) 

Assets 

Loans for operat ing capital .. . ....... . ... 2~. 6 
7nc1l ity loans . . . . . . . . . . . . . . . . . . . . . . . . . . 6.~ 
Lonna to stabilization corporat ions ... . .. 6S.o 

Total ... · · · · · ... ·......... . . . .. 99 .0 

Les s: Reserve for losses ................ ~ 

Net balance ...................... . .. . 

229 

26. 0 

!nv~~toentc 1n capital stook or banks 
tor cooneratives ·............ . . . . . . . . . . . . . . . . . . . . . . . 144. 5 

c~oll on deposit with Treasurer or 
Unlted Stat es · · ... · . · · . · · · · · .. · . . . . . . . . . . . . . . . . . . . . 5. 2 

AssAts acquired in liquidati on of loans....... S.9 
Less r eoerve . • . . . . . . . . . . . . . . . . . . . . . . . • . . . 4. 4 4 . 5 

:iotc' Md accounts r eported to -
Co:J<lt roller Gener al for collection . . . . . . . . • . . . . . . . . . 2. 3 

Cther nssets - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . J 

Total assets ........ .......... .. . . . .... 1S2. S 

Liabilities 

~-erve tor notes and accounts r enorted 
to Co~otroller General tor collection .............. . 

C~hcr 11nbil1ties . . . . . . . . . . . . . . . . . . ...... . · . · · · · · 

C•-1ta1 : 

ApJr oprlstione by Congress ... · .. ···· · ···· 5QO.O 
Inter est revenue .. . . . ............ .. . . .. · · 20.1 

Loss : 

Total •••• • ••• 0 ••••••••••• • • 

Loans canceled in connection 
r1ith donations to the 
Red Cross. . .... . .... 197·4 

Loss on cotton sold to 

520.1 

Secretary or Agriculture . . ~.3 
Losses sustained on loans ... 17.0 
Valuation reserves for losses 79.5 J4D.2 
!let balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 179 • 9 

Total 11ab1li t1ee ....... ...... . . ... · · ·. lg2.g 
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For the Seoret&ry: 

I am leaving tb.11 &t'ternoon ror Sioux City, to be b&ck 

next V/edne aa&y morning. 

I think by Friday or neat week we ah&ll be able to aend 

out to the b&nk1ng group 11h1eh you oon.ul.ted the proposal• ror 

changes 111 bank examination rorma and practices, &nd a revision 

of the Comptroller 1 a regulation on securities wbioh banka ftll 

purchase. The latter deciai o 1 is ror v:r. Diggs, or course, but 

I think by then he will h&ve reached one. 

The executive committee or the state bank cCIDilldssioners 

association me t here yesterday with Crowley, &nd are agreed 

on the i tems 111 the ujortty report , &nd will be promptl,- ready 

to respond to your letter when it goes to Commissioner White 

or !lew York, the president or the association. 

We will h&ve m agreement wh1oh covers all banks, national 

and state, wbioh are supervised b.,- the Comptroller or the 

Currency and b y the state bank c omm1aaioners and wh1cil are 

insured by the FDIC. Members or the Federal Reserve system will 

be included, whet her or not t he Federal Reserve .-,atem ·confoJ11& to 
the majority position. They will the have to decide whether to 

be conspicuous by hol ding out as to their membera. Whcm it comes 

to a show down I th11lk they may Co along, hoping for more later. 

Tuesday in Chicago I W&nt to talk to Jed Brown about 

a.rlcetability and the Cht cago reserve bank a bout examinationa. 

Upa 
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H. A.Jr: 

Operator : 

H. J •• Tr: 

0: 

'I • • • Jr : 

0 : 

-; ••. Tr: 

il . l . Jr : 

3 : 

11 . t •. Tr: 

E: 

. , . Jr: 

I> : 

H •• Jr : 

:: . : . Tr: 

:J : 

!1. : •. Jr : 

H. • . Jr : 

3 : 

. . • . Jr : 

Hello. 

June 4, 1938. 
10: 2la .m. 

231 

llr . Gi bbons and ~. Gaston stepped out of the office 
for a minute . 

Where •s Burgess? 

I have him right here . 

Right . 

Go ahead. 

Hello . 

Hello Henry . 

• .. ell, what ' s the gossip? 

\·ell, more of the same thing. 

Uhhuh. • 

For example I •ve Just t alked to three of the banks 
- I t alked to t he Chase. They would take some of 
the long bonds • 

I see . 

They t hink the note issue lll10 ht be very slllall. They 
think a ten year fOuld be better. 

Yes . 

Opening up the old ten year 1.ould be better . 

!.fy sod, are you still t elling me that? 

I 1m going to tell you t ha t richt t o the las t minute. 

All right. 

You and I have reversed our roles, you see? 

Row? 

Usually you ' re more conservative than I am. This 
t i me I ' m core conservative than you are • 

I see . ~~ right. 
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Jl , r. Jr : 

. , . . . J: : 

- 2 - 232 

Just wanted t o point thnt out you kno~:. 

0 . K. 

But there ' s no -.uestion bu t l'lhat the long bond loill 
~;o . Sorne fello1.s think it would go 1.1thout h'!l pmate . 

I see • 

But on the other hand thcre •s so:ne f eeling that ~. 1th 
a lolll: bond t he banks are being sol d dor;n the river . 

. Jr : Yes . 

... .. J t : 

r : 

'i . t. rr : 

P: 

. Jr : 

·· . · .. rr : 

. , · I .. Tr : 

0 : 

• Jt- : 

0 : 

- . .. Jr : 

::v .. n .. i th a note soco of them think that . 

I see . V.'ell the t t. o and seven e i t, ht!>.s are behavi ng 
pretty r.ell thoueh aren• t they? 

They •re beJ-o.avillil very ·.ell. They a r e just a thirty­
second off this mornin( . 

Yes . 

The lot~er bonds continue to be a little ~eak, you 
notice . 

Yes • 

But that •s natur~l . Because t here are more of them 
expecting this t. o and three ,,uarter no1 . • 

No doubt about t he s uccess of it thou~h . 

!lo, I haven ' t the sli.,htest doubt obout it, I 
• he ther 1 t ' s an a ll swn.11er bond is another <,uestion . 

Uhhuh. 

The first; reception ,,111 bo very {.Ood . I.e mny have 
t o ~it up \',i th it once in ::1 11hile , Lu t i t 1 s 6 oing to 
so a ll ri{,ht , and be ,,ell o.b:;orbed , I thinlc • 

I. ell, I ' ll call you ago in in j ust aiJout an hour . 
By that time t he market v.ill be closed, 1 on ' t it? 

All ric;ht , s i r • 

All right. 

Very good . 

Thank you. 
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!l.J . Jr: 

Opera tor: 

ll. A. Jr : 
Secy . 
· nllace : 

n. i .Jr: 

i : 

H.;.: .J r : 

. : 
f : 

!1 . t.Jr : 

11 • . t. Jr : 

. . . . 
? . ; . Jr : 

B . ~. Jr : 

fl . ·t .Jr : 

. . .. 
J. ~ . Jr : 

i : 

Hello. 

Secretary Wallace. 

Hello . 

Hello. 

Good morning, Henry. 

Henry Uorgenthau? 

Talking. 

Henry? 

Yes . 

.Tune 4, 1938. 
10: 35 a . m. 

I v.as very muc h amazed to read this mot·ni ng about 
the earmarking of the fifty million. 

Yes . 

And called up Tapp to find out l'1 h.?.t had happened . 

Yes • 

I don ' t lmor. whe ther you knov. the story OI' not • 

233 

No, I don • t . I just - all I know was r:111 Rogers says 
is what I see 1n the papers . I knor. less than any­
body 1n T.ashington. 

~ ell , I think we're all 1n the same boat . 

I 1m just - I don • t kno~ a thing about it . 

This is what Tapp t ells me . He said he didn ' t know 
a thing about 1t unt il last night . Charlie Holman 
called him up. 

Charlie Holman • 

And - you know Charlie Holman? 

I did when I ~as in Farm Cr edi t . 

Yes . 'r.ell - then he checked around this morning . 
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R • .J . Jr : Yes . 

" . r • Charlie told him roughly what 
checl<ed this morning and said 
that the Gr ange - the Co-op 
Solman' s dairy group. 

\"18S Up . 
it just 
Council 

And Tapp 
appears 
and Charlie 

11 . t. Jr : Yes . 

'' · t. Jr: 

!l. ; .Jr : 
. . 
' ' 
.. • I ,JJ' : 

::, .. Jl' : 

ent to ~cAdoo to put over this proposal fee l ing 
th~t the dairy and fruit and vegetable people ~ere 
not getting a sufficiently f a ir deal out of the 
faro program and they want to be sure that they got 
;; cut and they thou~;ht this 1.as the best ~;ay to get 
a cut for them. 

I see . \':ell that ' s an lll"..azin& thill6 isn' t it? 

So this \.as put over by - essentially by the -
shall •;,e say by the Republican groups? 

Or the vegetable group . 

No, that's richt • 

The spineless cactus 6roup. 

Bow ' s that? 

The spineless cactus group . 

The spineless cactus group . 

·r • • Jr: Yes . 

u , I. Jr : 

' : 

TT . i.Jr : 

.. . ..l . Jr: 

Fine circle of people . 

Yes . Well, what ' s going to happen? 

I haven 't noticed the absence of Charlie ' s spine, 
as yet. 

No . \'lhat will they do - be knocked out in conference? 

I don ' t lmO\• v.hat they'll do. But I just thought 
you ought to know the background . 

Yes . You see - whoever hn1dles it, if you don't 
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H. ' . J r : 

.. 

:l ... t.Jr : 

H ... t. Jr : 

, .. ! 

" . • · Jr : 

j, : 

H. t. J r : 

l'. : 

.. . 
H. . J r : 

- J -

mind my saying it, puolicity yesterday, I mean 
it came out on the ticker t hat you v.er e taking n 
hundred million dollnr s r elief funds for surplus 
oommodi ties . See? That' s 11ha t I mea nt on that 
little note I sent y ou . 
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I c a n 1 t imagine how a t hins like t hat could have 
ori e i na t ed unless some of these dairy folks v.er e -

\ ell, i t came over - 1.e have a U. P. ticker service 
a nd t hat 's <.here i t cnc e over. That ' s ~<hen l s a n 
1t fir st, and I tMnk it r.ns . n hundr ed million. 

But of course we ca n ' t - that is no doub t this thing 
has been brewin& amonc the lobbyi sts and ~e haven ' t 
kno;.n about it. 

Yes . 

First ~>e knew about it v.as Tapps - when Holma n 
cnlled Tapps l ast nit;ht . Fir st time Tapps knew 
about it . 

I suppose t hat Aubr ey f.illiams v:ent through t he 
ceiling . 

I haven 1 t hear d a word from him . 

You haven ' t . Al l rig ht . Nor. -

No , Uyers is - t he r e lease 1.e put out y esterday 
has -

\'.ell the one t hat you handled e vidently yours!!lf 
v.ha t t he morning paper s carr i ed - that made sense. 

No . 

But the one that the avenine papers carried di dn ' t . 

\',e ll, I th1nk probably Jus t r eporters . 

I ga t hered - I mean r ead as t hough you had had a 
press confer ence yourself a nd t hen handled i t . 

No , i t was a r e lease which I a pproved yesterday 
ar t ernoon. 

Oh, because this morning' s paper s were all r i &ht , 
but a s I say the ot her ones -
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'l • . !. Jr: 

" . ... 

' . 
., • .• Jr: 

'-l •• Jr : 

' : 

~ • • • Jr : 

1 : 

•.1. ". J r : 

~ . ,, J r : 

t : 

. . 
~ • .• Jr : 
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v.ell , I approved one about noon, j ust before 
Cabine t . 

No11 Henry , y,·hat ' s his name, Sumner Vlell es jus t 
called me befor e you d i d . 

Yes . 

And he v;anted t o lrno\1 1. hether he could c ome over 
at el even on l.londay to meet l'. ith you and me . 

Y.ell, let ' s see . 

I s that a good -
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I can' t make it on »ondey - I can ' t make el even on 
llonday . 

l'. het time c an you mo.ke it? 

Yes , perhaps I could by transferring an appointment . 

r. ell , I ca n shift this if you want me t o . Vlhet t ime 
would you l i ke to have it? 

toly hunch would be to make it at nine- thirty, if that 
1\0Uld be O. K. 

No , I can ' t do that ..tonday. I ' ve .;ot - I r.ant to 
v.atch qy market on account or my refunding , you see? 

I :.onder ho~. - I r:onder hoi. ten o ' clock :.tonday 
I.Ould do? 

It •s - it•s a l i ttle bit early, you see . The f i rst 
t1·.o hours I like to l'iatch. After a ll I ' m refUnding 
a billion tow, and I really .- I can make i t el even­
thirty if t hat 1\ould help you a ey. 

I r ather think - i f make it eleven-forty, I t hink i t 
woul d be a ll right . I ' d have to l e ave at t llelve ­
twenty . 

Bleven -

Eleven-f orty • 

I 'll spl it t he d ifference Yo i t h you, make i t el even­
thirty. 
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R.:.t . Jr : 

" . .. . 
!l.'A. Jr: 

l' . .. 
!I ••.• Jr: 

\. : 

H • • • J r : 

, .. ... 
H ... I. Jr: 

.. . .. . 
H. ' . Jr : 

' : 
I! . I( .Jr: 

\' : 

H. !I.Jr : 

1. : 

!I. :.I .Jr: 

All right. 

What? 

- 5 -

All right. Eleven-thirty. 

I s that all right? 

All right. I may be five minutes late . 
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You couldn't - well then you couldn' t switch your 
eleven o ' c lock a ppointment - would t .hat be t oo 
diff icult? 

l'iell~iilnk there ' s a good chance that I can, 
as a matter of fact . 

\',ell I just want to l et l•a l - V:elles know, but 1f 
it ' s going to make 1t difficu.lt I don • t want to do 
tha t . 

Oh, I t hink - I think t here ' s a chance - I think 
there •s a good chance I can shift that. 

Well , then -

we ' ll make it e leven. 

Vi e l l , if I don't hear from you it v1ill be eleven. 

That ' s right. 

Now I told Welles not to come over here until he had 
seen !.lr . Bull because we r:ere going to talk about our 
otm domestic econo!llY before "We wer e going to talk 
about Haiti . Right? 

the 
You and \'/ells and I are going to t alk about/domestic 
economy? 

Well, I mean i f I want to get this co"ton a nd -

Oh, yes , yes. 

And wheat thing for China . 

Oh, yes , yes, yes . 

That ' s what I mean. 
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H • .I .Jr : 
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Yes. 

See wha t I mean. 

o. 1( . 

And before we Vlere go i ng .; •at lust I said before I 
was going to bother about Haiti, I wanted to get this 
thing straightened out about flour and cotton grade 
goods for China. 

Fine. 

'ftllat? 

Fine. 

And -

I think that ' s just fine . 

See \/hat I mean? 

Fine. 

So that ' s what I meant . 

I love the 1•.ay yruwent to bat . 

Voell, Henry 1 we •ve got to take a few chances the 
next couple of. months • 

I think 

I mean we just can't sit here and phil osophy and let 
this thing just keep sli ding out from under our feet. 

I agree with you. 

And God, the chances we took in •331 we got av;ay with 
it • 

Yes . 

And I told \'/ells, I said, "For heaven ' s sake, let 1s 
make one shipment of flour and one ship!aent of grade 
goods , and if the hue and cry is too bad , •.e •ll stop 
1 t , but let • s try and IIIS.ke one shipment. " 
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r. : Yes. 

H.:J .Jr : Ri ght . 

\. : All right . 

ll . J .Jr : o. K. 

\. : Eleven o 'clock . 

H .• !.Jr : Thank you. 
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Opera tor : 

!l . ~t .Jr : 

0 : 

B r gess: 

H. iJ . Jr : 

B: 

a. ~. Jr : 

B: 

!l • ..I .Jr: 

B: 

H. 'I .Jr : 

B: 

H • .t . Jr : 

B: 

R.a . Jr: 

B: 

B • ..! . Jr : 

B: 

!! . :.t .Jr : 

B: 

ll . :.t . Jr : 

B: 

Burgess. 

Hello . 

Go ahead. 

Bello, Henry. 

Hello. 

240 
June 4, 1938. 
11:41 a . 111 . 

The story is just the same, there ' s no change. 

Now listen if you tell ae you still •·ant a bo an:! 
a hal.f or reopen that old one, t he l.ire will burn. 

I - I tho1J6ht you'd say that. 

What? 

I thought you•d say t hat , and I decided not t o 
mention it . 

f/ell - I'm doing i t for you. 

The t • s the stuff . 

Well, I think i t 's going to be a gr eat success . 

So do I. 

An:! you kno~ ho•. they 1.orked out this interest 
business? 

llo. 

Well -

Oh I think so, Dan talked to 1ne yesterday. 

We give them $3 .42 cash on every thousand doll ar 
bond. 

Yes . Yes . That i s if they convert into the not e . 

That •s right. 

Yes. 
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U: 
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5: 
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And I 'll say again, I ' ll mention again because this 
is the only chance that the September fellow bas to 
convert it. 

Yes , that ' s right . Yes. ~/ell , God bless you, I 
think it ' s all right. 

v.ell, I think so, and 1t was very difficult this 
time . 

Yes , i t "as . 

I mean I don't kno• w~, but the thing didn't seem 
to clear up 

;·, ell, we jumped out of the ordi nary track, you see? 

Yes . I think i t ' s al l right . 

And I think 11e •r e right to do it. 

Thank you very much for all the hel p . 

All r i ght , Henry. 

Goodby e • 

Goodbye. 
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H. ·t.Jr: 

Operator : 

a .:o~ .Jr : 

~ . !! .Jr : 

Operator : 

H .. A.Jr : 

li . :.I. Jr : 

B: 

H. !i.Jr: 

B: 

l! . I~ .Jr: 

8: 

l . ~ . Jr : 

B: 

H. t.Jr: 

B: 

R. l . Jr: 

8: 

!! . l ,Jr : 

B: 

ll . ·.t . Jr : 

B: 

ll •• t .J r: 

Hello. 

June 6, 1938 . 
9116 a . m. 
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It will take a few minutes t o get Dr. Burgess to 
the telephone. 

All right . 

Hello. 

Burgess. 

Hello. 

Go ahead . 

Hello, sir . 

Good morning. 

\7ell t hey QUoted a lnlndred and two six eighths. 

Which? 

The rights . 

I see. 

That means the bonds 1·ose over a hundred and two at 
t he first shot . 

\.ell that ' s pretty good, i sn•t i t? 

That ' s pretty good, yes; It•s almost too good . 

l'lell, we •ve got a couple of days to go . 

Yes . Yes , I don't think it ~>ill stay there . 

How about the notes? 

Oh r.ell, t hey wouldn't get any conversion of the notes 
at that rate . 

You wouldn•t. 

No, all bonds. 

Uhhuh. 

All bonds . 

Uhhuh. 
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B: 

H. !.Jr : 

8: 

~.,-J:r : 
~-~ .. 

il : 

~ . I ,Jr : 

ll : 

H.~~ .Jr : 

D: 

'1 • • Jr : 

~ = 
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"' 
~ . (. Jr : 

B: 
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" . . . 

R. . Jr: 

E: 

- 2 -

Except I ' ve got a little contribution, you know? 

Yes . 
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Oh, tl~t i s n •t .quite true, of cour se there would be 
some who would convert at those rates, but I think 
that - I think that'll change somewhat . 

I r:as just t hinking about those rights that the 
Federal Deposit Insurance have. 

Yes . 

I think that they really ought to go into the five 
year r a ther than the long. I mean - don•t you 
t hink so? 

\',ell, I don' t know what they ' ve got - they 

~ell , they don ' t have much short stuff . 

Yes . They ought to have liquid stuff - a reasonable 
amount of l i quid stuff. 

Yes . 

I •ll look over their list, I •ve got it some•.he r e . 

hell, you might - just li.kc to get your reaction. 

I don• t think this is a very good bond f or them, 
t hey ought to - t bey •ve got to be in a position 
to cough up money a t any time. 

That ' s t~ point. 

Yes . 

My inclinati on was to put it all into t he five year . 

Yes, I would think that was wise . 

Yes . I don't know how they -

Sell their ri&hts and buy something else, but I 
don't think they ought to do that. 

Oh, no. 

Beeause -
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l!. I.I. Jr : 

B: 

f!. :l. Jr: 
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u •• t. Jr : 
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.. : 
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8: 

H.J .Jr : 
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3 : 

ll • • • J r : 

U: 

H. t .J r: 

r : 

H. t. Jr : 

B: 

- 3 -

Oh, no. 

Our problem i s going to be that the other stuff 
that these people would normally convert into is 
all going up. 

I see . 
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The intermediate bonds, the notes and so on. 

i/ell, of course, I don• t feel so badly about that 
because they've been our trouble . 

Yes , yes . 

I mean they've been more - they've been the weak 
ones when ~e•ve had any trouble. 

Yes . Yes • 

But we ' l l se it go now. 

Yes . Oh, I think this picture will change several 
times in the course of the next coupl e of days . 

Yrell normally we td close 1'/ednesday night, wouldn' t · 
we? 

I think that ' s the t i me to do i t . 

Yes . 

Give theo three days 

Right . 

You want t he little banks to have 
plenty of time . 

That I S Ri ght. 

Yes . 

Thank you Randolph. 

I think that you might announce tomorrow that you 
were closing on - tomorrow morning - clo~ing ~·ednesday 
night. 
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'!. l . Jr : 

D: 

'! . t .Jr : 

!1. , . Jr : 

a.A.Jr: 

• 

- 4 -

11ell, whatever .! do , 1 •11 do i t a t IllY press 
conference this afternoon. 

Yes , well that would be the time to do it. 

Or tomorrow morning . 

Yes . 

All right . 

Very good . 

Thank you. 
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JOIIJIELlASE, IIOBJIIW IDliSPAPDS , 
llondq. Juno 6, 1938. 

l a obingt on 

Preea Servi co 
!fo. 13-51 

Soerotory of the Troaaury llorgenthau alU>OW>Cod todey t he of fering, 

~hrOII6h tho l!'oder al Rooorvo Bonlee, of 3);<25 ;rear 3-3/4 per cnnt Trottour;r 

246 

bond• of 1958-63, nnd of 5 yoar 1- 1 / 8 per cent, T;oaaury no to a of Sor loa 

J.-1943, both in oxelwlgo tor 3-7/8 pereont Troasurr notoo ot Serloa B-1938 , 

ca~uriag June 15, 1938, or 3-l/2 percent Treasury aotoa or Series 1>-1938, 

caturlag SoptODber 15, 1938. Bxeholljleo will bo cado pill' tor par, ami tbo 

otter lng of the new bond a Md of tho now no tea will be l1a1 ted to tho onount 

ot taturlng notes of either aorloa t ender ed and aceeptod In exchange t herefor . 

Chah aubacriptions will cot bo r eceived. 

The Tr ensury bonda of 1958-63 now offered only In os chango for Tr eaaury 

ootea uaturi111; June 15 and Sopto-.:ber 15, 1938, will bo dated June 15, 1938, CUld 

1111 beiU' inter est f r o::. that dato at the rat e or 3-3/4 porcent per annuc p~­

a~lo to::UeMI>Uly. They will :>aturo Juno 15, 1963, but Ll8J' bo rodoc::>od at tbo 

option of the Un1 ted Statoa on o.nd att er Juno 15, 1958. Tho bonds Yllll bo 

luuod In two for:Ja : booror bonds wi t h intoroot coupons attached , ond bonda 

ror,laterod as t o both prlnolpnl and lnt oroat: bot h tonoe will bo iasuod in 

tho 4enoo1nations of $50, ~100, $500. $1 ,000, $5 ,000, $10 ,000 and $100,000 . 

Tho '!roaaury not es ot Sorloa A.-1943, nlao now offered only 111 oxc~ 

for Troaour.r not es :>nturlng Juno 15 and Soptoubor 15, 1938. will bo dated Juno 

IS, 1938, tuld "ill bear lnt or oo t t r or. that date nt t ho r ate of l-1/8 pereont 

por MnUII peyable saninnnunlly. They will oa turo J une 15, 1943, and "'-ll not 
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be 1ubJeet te call for Hdoq>tion before t bot dt\to. '1'bo DOt ea will be hwod 

only In boaror !eon With eoupono att~hed, in tho donollicaUono of $100, $1500, 

$1.000. $!j ,OOO , $10,000 and $100,000. 

1'ho 1'ronoury bondo ll!ld t he 1'ronoury noteo will bo acco rded the ••.ce 
oxooptiono froo taxation aa are nccorded other ieauoa of Treasury bond• llll4 

Trcao\11")' noteo, roapoctively, DOW outatandin&. Thoao prov1o1ono aro ~~poci­

UCI\11.1 oot forth in the of'ficial circulara houod todny. 

SUbacrlpt iono will bo received at the 7odore.l Reaerve Banke end brancboa, 

Md at t he Tr<laour,y Depart:10nt , Vaohlnr.ton, and obould be e.ccocpll!lied by n 11ko 

taco ...,Wit of either 2>-7/8 per cent 'l'rce.oury notoa of Serioo ~1938, caturlng -

June 15, 1938, with !1ne.l coupon due on June 15 detacbod, or 2>-1/2 per cent 

Troawry not oa of Sorloa D-1938, caturin& SoptC>Dbor 15, 1938, with final COUpon 

duo Sopt o:.bor 15 o.ttachod. The notea o! both •oriea will be accepted at pnr. 

It not oa or Sorloa D-1938 aro t ondered for Troaaury bonds, n.ccrued intereot 

on ncb notoa fro:> llarch 15 to June 15, 1938 will be paid followin& t hoir 

•ccaptance; 1f ouch notes are hndorod for Troaour,y notoa 1Dtoreat on the 

ourrandorod notn will bo credited fro:> llo.rch 15 te SoptelJber 15. 1938. 111d 

lntoroot will be ehorgod en tho new notoo fro:> JUlia 1~. te Se;>te:.bcr 15, 1938, 

and t be 41fforonco , about $9.67 tar $1,000 will ba paid f ollowing e.ceoptance 

of tho notoa. 

Tho riabt ia reaorved t o cloao tho booka aa to llll7 or ell aubacr iptiona 

at any tloo with~ut not ice , and, subject to tho r oaorvationo aet fort h in tbe 

offlcinl oirculara, all aubacriptiona will bo allotted in full. 

Tho CDOunt of Tr onaury notoo of Sor1ea ~1938 oa.turing on Juno 15, 1938, 

It $618 ,056 ,8()0, and of Sorice D-1938 DAturln& on Sopto:>bcr 15, 1938, 11 

!5~,416,100. IJzJ¥ of those n>toa rJI1!f bo oxcbanSod for the 'l'roasu!7 bondl or 

tho ,..,.....,. notoa, 1111d tmT I>aturin& DOtoa not ao ox<:han&ed at thil tina will 

~ poid in c:nah whon they caturo. 
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Special froo~ billa oggreenti~ $250,306,000, wbicb aoturo icoodi­

ntolr o!tor Juno 15, nnd about $190,000,000 intoroet on tho public debt, 

which bocooee duo on Juno 15, will be poid troc tho Troa•ur.r'• caeh balance. 

Tho toxta of the official ctreulare follow• 
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1lflnD SUDS 07 JKIRICA 

'21-3/4 PDOllll'.l' 'l'WStJRT BONDS or 1958-63 

D:l\ed and bearlDC intereat fi"'II June 111, 1938 Due June 15, 1963 

llll!JI'VIM·JJ ~ TBI OPTION OJ Till UB1:13D S!ATZS Ill PAR AIID ACOR1lml I!ITDIST Olll AND 

AJ1ZR JUR! 15, 1958 

1938 

Intereat p!Q'Bble June 15 and Deell!llber 15 

584 

t . OJn:Ril!G or BONDS 

!IIIASUI!T DIP~, 
Offieo of tho Secretary, 

'tlaeh1ngton, June 6, 1938, 

1, Tho Sec rotary of t ho Treaeur7, purauant to tho 8llthori t7 of the Second 

Libort:r !ond Act, epprovod Soptombcr 24. 1917, aa amended , invitoa aubacriptlone, 

a\ por, from tho pooplo of tho United States for 2,.'3/4 poreent bonds of tho 

Un1 \ed Stotoa, doal&no.tod 'l'rna&ur1 l!onda of 1958-63, in pa.=ent of llhieh enl7 

Treasury !lotos of Sorica :B-1938, ~~~aturing Juno 15, 1938, or Troaaur1 Notoa of 

Son es D-1938, oaturin& SoptOlllbar 15, 1!138, ca:r bo tendorod. Tho o:>ount of tho 

offering under thie circular will bo limi ted to tho ~unt of Tronoury Notoa of 

Series B-1938 and of Sorice D-1938 tendered all4 accopted, 

II. DESCRIPTION or llOliDS 

1, 'l'ho bonda will bo dntod Juno 15, 1938, and will boar intoroat from 

tho\ data nt tho rate of 2,.'3/4 porcQIIt por annum, P01"bla aem1Mnuall1 on Dceccbar 

15, 19'38, nnd thoroattor on Juno 15 and Docoobor 15 in oach 70nz until tho pri.X>­

c!pal llllOunt bocomoa pi)J'ablo. ~•1 will caturo Juno 15, 1963, but CJ:f3 bo rodoell04 

at \he option of tho Unitod Sto.toa on 81'14 after June 15, 1958, in whole or in 

• nt par o.nd accrued intorost, on on:r intoroat dn1 or dn1•· on 4 aontba ' 

· •w ••co of rodcq>tion given in aueh mannor ae tho Secrot1117 of tho Troneur:r ahall 

proacrtbo, I n cuo of partial rodoq>Uon tbo bonds to bo rodooaod will bo 
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dotorcined by ouch cetbod ae aq bo preae>'ibed by the Seerotnry ot the Trealll!7• 

rroa the date ot rodeqotloa deeicnated 1a aD¥ ouch notice, interest dn tho 

bon4o c~lcd for redo::ptlon shall cease. 

2. The bonde ~ bo oxecpt, both aa to pr incipal and i .ntereet, !roo 

411 t iW\tlon now or heroattor iq>oaod by the Oni ted Sta toa, aD¥ State, or any 

ot tho poasosslono of the United Stateo , or by any local taxing authority, 

except (n) utnto or inheritnnce taxes , or gltt taxoe , and {b) graduated nddi­

t1on41 ineoce taxea, C<>tll:IOnly known as surtaxee , and oxcoee-profi te and war­

prot! to taxos, now or horeattor icpoaed by the Oni t od Statoa, upon tho lncoco 

or proti ts of individual. a, partnor ahlps, aaaociotione , or corporations. The 

lnteroot on an ecount or bonde IW.tborhed by t ho Socond Liberty Bond Act, -

proTod Septecber 24 , 1917, no mondod, the priuciplll. ot which dooo not exceed 

in tho n&grega.tc $5,000, ownod by any individual, p!U'tnerehlp, associa tion , or 

corpor ntlon, ahaU bo except !roo the taxes provided for in clllllse {b) above. 

3, '1'he 'bonds rill bo accoptable to secure dopooi ts of public ooneyo, 

but • Ill not bear the ci rcula tion privilege and rill no t be entitled t o any 

pr !Yilego of convorolon. 

4, lloa.ror 'bonds with lntoroat ccupona attached, and bonds roglaterod oa 

to principal and Interest, will be laaued In denooiM tlons of $50, $100, $500 , 

$1,000, $5,000 , $1.0 ,000 and $100,000. Provision will bo eade for the intorehance 

or tondo or different denooinatlon• and of coupon and reclatered bonde, and for 

the tr cnofor of r egtetored bonde, under rulea and reculatlona proeerlbod b7 the 

Secretary of t he Tre811U7. 

5. '!'he bonda will bo eubjoct to tho general reculatlona of the freaaury 

Dopo.rtcont , now or heronttor preocrlbod, governln& Uni tod Statee bot~da. 
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III. SUl!SClUPTIOII .u!D .t.I.LO'DCI:NT 

1. Subecriptiono will be received n t the roderol l!eaorve banks and 

bl'Mchoa Md nt tho Tre:>aucy Dopartcent, Waahington . Bc.nking insti tutione 

o;cncrnlly :JO.v oub:.li t eubacriptions for account of cuat ooera , but only tho 

?ctcrnl Roaorvo bllllka and tho Troo.sury lleportcont aro nuthorized to act ae 

official agoncioa . The Secroter:r of tho Troaeur;r rosorvoa t ho r ight t o cloao 

tho bockl at to an;r, or all oubscriptiona or cla1101 ot aubacriptiona at an;y 

tlae wl thout notice. 

2. Tho Socrotar;y of tho Treaaur;r ruorvot tho ri&ht tc reject an;y au'l>­

oerlption, In "bolo or 1n pr.rt , to allot loaa th!lll tho mount of bonds applied 

for, to r.olco allotcanta In full upon epplicatione tor 81Jaller s=unts ar.d to 

naltc reduced allotcanta upon, or t o reJect, aw11cnt1one for lara or snounta , 

or to ndopt o.ny or all of 81\id ca thode or such ot her nothodo of allotnm t tllld 

clonlficotion ot allotconts as a!>all bo deenod by hie to be in the public 

lnteroat ; and hie act ion In o.ny or all of t hoao rciiJlecta oholl be f1Ml. 

S'lbJoct to t hoao roaervationo, all oubacrlptlona will bo allotted in full, 

.lllotecnt notices will bo s<l!lt out procptly upon allotnent. 

IV, PAllll!l'l' 

l . PO¥ment at par for bonds allotted hereunder wet be made or COll!J'loted 

on or bttoro Juno 15, 1938, or on later allotment, and may be made only in 

treasury Notoe of Sorioa B-1938, maturing Juno 15, 1938, or in Treaeury Notaa 

ot Sorl oo ~1938 , maturing Septombor 15, 1938, which will bo accepted at po.r, 

and lhoUld occocpany the subscription. In tho caoo of Treaaury Notes of Sorloa 

!)..1938 t ondor od in pa.VItont , coupons dated Soptombor 15, 1938, muat bo attached 

to tbo notoo wbon aurrondorod, nnd occruod lntoroat tro= llarch 15, 1938, to 

Juno 15, 1938, ($6. 25 por $1 ,000) ,will bo pold tollowJ.nc accept ance of tho 

r.otoa. 
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T. Olliii!J.L PillVISIOHS 

1. J.o !iaeel ecer.ta of tho United Ste.teo, loderal lleaerYo banks e.ro 

llllbor iaod and r equested to r oce!n eubaer1pt!ono, t o J:l8l<e allo tt:on h on tho 

ball a Mt up t o tho ODounta !n41ce.tod b:y tho SocretN':y of tho 'l'reaour:y to t ho 

Fodortll Roaorvo banks of tbo r oopoctivo d1atr!cta , t o !uue ello t cont notice s , 

•• •ocolvo po,ynent for bonda ellot tod, to cako dolivor:r of bonds on full-paid 

ouboer!ptione ellottod , . and t ho:y oe;y !a suo !ntor!c r ece!pta pending dol!vor:y 

ot tho dot!n!t1vo bonds, 

2. The Soeratnr:y of the 'l'reneur:y ~ at Bn7 t!co, or !roc t!oo to title, 

proocr!bo oupplonontel or ocondat ocy rules and rocuJ.At!ono governing the otter-

In&, which wi ll bo co=unieo.tod procptl:y to the E'edor el Roeorvo banJce, 

I!I!NRY IIOROZN'l'lWJ , JR. 
Socretnr:y of tho 'l'roo.eur:r. 
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tmiUD S'a'l!BS OJ' AIIIIIICA. 

Jllt<ld 11114 b831'1Dt; interest :from June 15, 1938 Dua June 15, 1943 

Interoat ~able Juno 15 4n4 Doc811lbor 15 

1938 
Depe.rtl>ont Circular Jlo. 585 

Pul>11c Debt Service 

I. OJ'FZRDIC OJ' JIO!ES 

'l!llUSURY ~, 
Offico o:f tl>.e Secretary, 

l aehi.ngton, June 6, 1938. 

1, Tile Socrota.ry of the Treasury, purnont to the authority of the 

Second Liberty Bond Act, approved September 24. 1917, ao amended, invites eub­

oerlpUono, nt por , :from the . people of the !1n1ted Stntea for l-l/8 percent notes 

ot the Un1tod Sta teo, doolgnated Treas=.r llotoo of Sorioa .A.-1943, in ~ent o:f 

which only !t'ronoury !lotos of Serieo B-1938, Mtur1n& June 15, 1938, or Trenaury 

~otos of Sorloo D-1938, maturing September 15, 1938, may bo tendered. The 

L'>Ount of the of:feriJl& under this circular will be limited to the e::oount of 

~.,. !lotoa of Seriea D-1938 and of Seriea D-1938 tendered and accepted. 

II. ll35Cil!PTIO!I 01' ro5S 

1, ~ notes will be dated June 15, 1938, and will bear intoreat :from 

that dnte nt tho rnte of 1-l/8 percent per GMUD. pnynblo e811liannually on 

Deelll:lbor 15 , 1938, and thorea:ftor on Juno 15 and December 15 in eneh year until 

tha principal Mount becomes pnyable . They will MturO Juno 16, 1943, and will 

not bo eubjoct to onll for rodallption prior to mntur1ty. 

2, Tile notoa ahall be exempt, both ns to principal ond interest, :from 

nll ta!ation (except oetote or inhoritence toxee, or gift to.J:ea) now or her6-

:l!t.et- ~ted by the Ullited Stotea, DZO' Stote, or ozq of the peaoeaaiona of the 

United Stotaa, Ot' by DZO' local to>:1Dg IIUthorit;y. 
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3, !he notea rill be o.eeepted at par during auch time and under such 

rules and ~tiona ae shall be preeGribed or o.pproved 111 tho Seereto.r;y of the 

~.,ury 1n peyment of ineomo and profits to.xes ~blo o.t the mo.turi ty of thf 

4, ~ notoo will be aceoptnblo to secure deposita of public moneys, 

but Gill not benr the circulation privilege, 

5, ll'lar'Or notes with intorost coupons o.ttnched will be iosuod in dollOl'lliJI.. 

ntions of $100, $500, $1,000, $5,000, $10,000 nnd $100,000, ~ notoo Tlill not 

bo issued in registered form, su:X ... 

1. SUbscriptions will be received at the Federal Ruerve 'banta and 

bronchea and o.t the Treasury Depo.rtment, WnshiD~:ton. Banking insti tutiona 

conornlly mcy aulmit subacr ip\ iona for o.ccount of c:ustomers, but only the 

Fodarlll Reserve bl.\l'lks and the Troneury Department are authorized to act ae 

ottieilll agencies, Tho Secretary of tho Trenaury reserves the r18ht to cloce 

• 

the bool-.a as to DZllf or nll subscriptiona or c1naaes of subscriptions nt MY timO 

2. Tho Secroto.r;y of the Troosury reserves the right to reject MY sub­

OCl'iption, in who1o or 1n pc.rt, to nl1ot leas tho.n tho emount of notoa applied 

for • to coko nllotmonts 1n tull upon applications for amol1or ooounta e.nd to 

cclce roduced nl1ot..,nta upon, or to reject, npplientions for larger 01110unta, or 

to Cldopt =¥ or all of 84id methods or ouch other methods of allotment and 

classifi®tion of n.J.lotmente na shn.ll be doemed by him to be 1n the public 

int ereot ; and his nction 1n o.ny or n.J.l of these respects aball be fi.nn.J. , Sub­

Jeet to these reaermtions , all euhtlcriptiona will be allotted in tull. .lllot­

lOOllt notices will be aont out prcmpt ly upon allotment. 

' 
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IV, PAYICl:NT 

1. P~ent at par f or notoe allotted horoundor cuet be cado or cot~ 

plat ed on or boforo Juno 15, 1938, or on lntor nllotcont , and c~ be cado 

only ln Troaaury Notes of Series :&-1938, t>aturlng Juno 15, 1938, or in 

Tronlllry Not oo of Sorioa D-1938,t~aturing Sopto::lbor 15, 1938, which will bo 

r.ecoptod llt por , and ahould accocpony t ho aubaerlption. In tho cnso of 

he<>aurr llotoa or Series D-1938 tendered in J>4r-10nt , coupons dnted Soptcnbor 

15, 1938, t:uat be attached t o the notea whc:> aurrondored . Interest free 

lltlrch 15, 1938, to Septcobor 15, 1938 , on t he cntur1ng notes will bo cr edited 

to aubecr lboro , and interest fro::. June 15, 1938 to Soptecber 15, 1938 on tho 

now notes flill bo chnr,;ed to subacribore. Tho difforonco($9.672131 per $1,000) 

will bo pnl.d following acceptnnco of tho no t oa. 

V, GENERAL PROVISIONS 

l. A a fin cal Q;Onts of the United Stntea, Fodornl Reseno banks nro 

ruthor itod ana roqueatcd t o rccoivo eubecrlpt iono, to cako ollotcenta on tho 

bllata NXI up to tho ncounts indicat ed b;r the Socr ottu'Y of the Treasury to tho 

1oderol Reaorvo '!lanka of the r oepectlvo cllatricta, t o taoue ellot nent noticoa, 

l<l r ocolvo peycent for notes e.llottod, t o :>ako clolivoey of notes on tull- pa1cl 

aubocrlptlona nllott od , nn:l. they my iaeuo 1ntor lc receipts pending dellvor;r 

of tho dot1n1 t 1vo no tea . 

2. Tho Soerotary of tho Trensury nny nt nny tioo, or froo tino t o tico , 

pro ocr! bo oupploaontol or w ondatory rulee end rogulatl on a govornine; tho off or­

Ins, which will bo coc:runieatod procptly t o tho Fede ral Rcsorv& benks. 

IGNRT IIORO!:NT!!AU, JR, , 
Socrot ar;r of tho Tre~sur;r. 
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GROUP flEETING June 6, 1938 . 
9:30 a.rn. 

Present: 

H. &.Jr: 

Oliphant: 

:lag ill: 

a . .J.Jr: 

l!ngill: 

ti . :.t.Jr: 

H. :.! . Jr: 

1.1ag1ll: 

Yr. Uagill 
Ur. Taylor 
l.lr . Olipbant 
Yr. Gaston 
llr. !:leas 
Jr. Lochhead 
J.rr. Bell 
:.lr. Wbi te 
Jr. McReynolds 
Mr s Klotz 

Well now, in t bat memorandi.Wl whicb I sent in to 

you (Magill), the President definitely said we 

should get in touch with Justice, so as long as 

you 1 r e here I wish you end Herman Oliphant would 

;ut your heads together and carry t ha t ball for me 

t oday . Will you please? 

Nhat• s tha t ? 

On tnis Port Autnority. 

But the President definit ely says we should get in 

touch . I aon•t nant anybody subsequentl y to say, 

"Well, if the Department of Justice had only known, 

so- and-so . . . . • " 

11It is a matter, I think, of sufficient importance 

to warrant a conference between the General Counsel 

of the Tr easury and the Attorney General and the 

Solicitor General." Doesn't say anything about rne. 

.Vell, will you - will the two or you handle it? 

hs • said to you in the memor andum, the imcediate 

pr oblem is purely our o·.vn, as to wha t the Commissioner 

of Int ernal Revenue wants to do . But I presume we can 

talk to the Attorney General about it . 

Anything else? 

No, I - the only other thing is what I lulve already 

said nere . I thl~ after t alking to Herman about it 

a good deal , probably it i s undesirable to issue 

&ny s tatement on the situation at all. I think the 

situa tion is qu1e t1.ng do~ and tha t newspaper comment 

is or such a character as to r eassure these sta te 

empl oyees, ir tney need any reassurance. Hence, I ' d 
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be i .n favor of saying notblng, toHorlng our usual 

custom. 

'//ell - and inasmuch as you're here, will you let 

Hanes kno1• you1 re here and have another meeting with 

him before you go? 

Very gl ad to. 

Herman? 

Nothing. I •1ant a little time this morning to go 

over that suggestion of yours - Bernie told me 

~bout it - on silver . 

Yes , I•m very enthusiastic a bout t hat suggestion. 

Are you? 

Oh yes . I had the Spanish llmbassador e t the house 

last night, and :.Lr . Stimson i s Clost friendly end 

has been head of t he thing, end I. t hink that it 

;TOuld be a grand t hing, and it would be good for 

so many r easons . The tnought - we can suggest 

a ttorneys to the Federal Reserve who t hey should 

have t o defend us in this matter, lind Oliphant and 

I were botn t hinking - I making the suggesti on we 

take Mr . Stimson, f ormer Secretary of State. 

And did you know tha t Judge Pecor a was the head of 

the delegation of the LawYers Guild tnvt came down 

here to see t he Presi dent t o g et blm to l ift the 

embargo on Spain? 

No . I knew he was head of the Guild. 

'.that he headed the delegati on to come down. And 

this case i s coming before him . 

But I'm very much for it, and if you (Oli phant) 

would - and t he possibility of getting Mr. Stimson 

to handle i t himself. 

Well, if 1t checks out after I talk it over with 

Berms, I have your consent to just call Logan and 

t ell blm. 

Yes . 
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ll . r.t .Jr: 

Oli,>hont: 

H. !.l.Jr: 

d.!! . Jr : 

Oliphant: 

H. :A . Jr: 

Jli~hant: 

H . ~l . Jr : 

Oliphant : 

H. '..I . Jr: 

Oliphant : 

!! . .: . Jr : 

OU;uumt: 

!! .r.t .Jr: 

Gas ton: 

f! .:.! . Jr : 

Gaston: 

H.'i .Jr: 

Gaston: 
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Yes, because they ' re kind of pressing us. 

I think you should. If I don•t bear from you 
between now and one o ' clock, I'll t ake it for 
granted that you're going to. 

And I think I'll l et Logan contact him. 

J!:xcuse me? 

I taink I 'll let Logan contact bim. 

Yes. They pay him, don't t hey? 

Yes, but xe reversed it . 

Don't you like it yourself? 

Yes, I do . 

I t hink it' s a natural. 

Anything else? 

No. 

I 'd like you t o sit in on tbis meeting at ll. 

lobat ' s that? 

Welles is going to t a lk about these Export-Import 
loans to China, how we 're going to save Haiti, so 
f orth and so on. Herman? 

All right, be gl ad to. 

Herbert? 

I haven't anything. I suppose we'll have the usual 
press conference. 

Can't hear you. 

Have the press conference at three? 

Please. 

I don ' t know of anytbing else. 

Regraded Uclassified



!l .U.Jr: 

Haas: 

!l. I.! .Jr: 

Haas : 

S. ll.Jr: 

llaE.s : 

H.M.Jr: 

llaas : 

H.M.Jr: 

Baas: 

H.l! .Jr: 

Hotz : 

H. t.! .Jr: 

Bell: 

H.!.!. Jr: 

258 

-4-

George? 

(Haas brings up black book) 

George, do you read the New York Times - the telegraph 
reports from the Federal Reserve districts on Sunday? 

Uh-huh. 

~id you read them Sunday? 

:ies, sir. 

Well, the headlines and what 1 s 1n the body of the 
thing are quite dlt'ferent, particularly the 
Kinnesota district. 

Uh-huh. I didn' t • •• 

And there are several districts there which for the 
first time, you see, would be slightly encouraging. 

Uh-huh. 

Take a lookf for instance, a t the Kinnesota district, 
and then - think it ' s the Kansa s City . In other 
words, it ' s the rural districts . 

Showing a little improvement. 

I 've got a few other minor things . 

And Herman- what time i s tha~¥rs. Klotz, Wednesday, 
t hey' re coming 1n - Commodity Credit? 

10:30. 

~ommodity Credit is com.ing in at 10:30, and would 
you take that and let me know before then what ~ 
legal responsibilities are. That ' s Wallace. They ' re 
all fussing about who's to be 1ireotors and all that 
sort of thing. And will you be here (to Bell)? 

When is that? 

10: 30 Wednesday. ~allace and J esse Jones and Far• 
Credit. I don't quite get what the political 
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maneuvering is about . But ~ legal responsibility, 

Herman. 

(To ~rs. Klotz) Take tha~o lunch with the 
Presi dent. 

And Bell, you ' ve written something to the President 

turning something down. You say, n• $t r ongly recom­
mend that the Secretary's proposal with respect to 
this commodity not be approved ." Turned me down? 

lurned you down. 

I gathered so . ·----;.~ ... -
George told me about it Saturday . 

Tapp called me about that. 

Didn't know anything about what had gone on before. 
Question of using Section 32 money to buy cotton. 
I took the stand thnt cotton's had enough subsidy. ' 

H. LJr: \Yell 

Bell: 

Haas: 

llaas: 

Bell: 

H. :J.Jr: 

Haas: 

I! . :.!.Jr: 

It•s a matter that I understand from George you've 
been working on with Tapp and George ' s crowd. I 

knew nothing about it, and George told me Saturday. 

This is for a~attresses , you know. 

Yes, making a~attresses . Well, you 1ve - have you (Haas) 
told Bell what ·Ne 1re doing or trying to do? 

Uh-huh, v ery briefly I told him in the hall. 

I wonder if this shouldn' t go to George. It says 
on here, "For recommendation. For you and the 
Secretary of AgricultUDe . " 

'llell , after you know what we're trying to do - well. , 

why don't you and George work it out together? 

Puts a little different aspec t on it. I think 

tnat .... 

Please. 
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!lac, see if you can handle t his in a very di plo­
matic way for me . 

And here ' s a Deputy Collector in Delaware who seems 
to have all sorts or- been Cussing . I don•t "know 
anything about i t. 

Here is this Szymczak r eport. Have you (Taylor) 
ever read that? 

Certainly . 

irba t ? 

Certainly . 

~/hat shall I do about it? 

I think you ought t or ead it . 

I meun after I r ead it1 what shall I do with it? 

Uecide what action you want to t ake. 

• 

Uo you still t hink it holds true, the recommendation? 

Sure . 

Philippine gold - i s tnis still pertinent, this 
thing? I worked on it Saturday and Sunday . 

I suppose there is nothing more to be done about 
it than just- l et me see how this paragr aph •• • • 
He asked you to speak to him about it. 

Xes. 

This mer ely tells where the matter s tands . 
Xou don' t know what• s on the President's mind about 
it. 

No. Could you fix it up in a letter for me? I don ' t 
get a chance to talk about t hese things . Say, "This 
is - you •~ote me a memorandum end this is the s t atus ." 
Could I have 24-hour service on i t? 

You can have i t this a fternoon. 
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Tbat's too soon . 

I' 11 put it in such form that if be has any further 
instructions you'll bear from him, and if he doesn ' t 
you will not hear from him . 

>Ybere was I? George? 

~es, sir. In t he book, on the Federal Reserve 
retail figures, the first sheet, you know, i s t he 
total; then there is a breakdown of these districts 
which show that . 

The only other thing I have - I have three memoranda 
that you have a notation on you' d like to t alk to me 
about some time. 

Yes . Well, I•m as bad as the rest of the people. 
~ou ' l~ have to keep after me . 

O.K. 

I'll have ~ business statement before lunch. 

Wayne? 

• 

I•ve got about - you once t old me to walt until I had 
a hundred letters on the Comptroller 's office, and so 
on . I ' ve got about five or six hundred, and I don 1 t 
1tno•:1 what to do with tbem. They're clutteri1'18 up the 
r oom. 

I'd send for Marshall Diggs and 
tbe campaign mean, what does he 
t hem? ~bat ' s what I 1 d do. I •d 

They 've all been acknowl edged . 

ask hi m, what does 
suggest you do w itb 
send ...• 

I ' d call up and say, "Wha t's t his all about?" 

•well it' s spontaneous effort which has arisen." 
I mea~ the t •s - what ' s he going t o say? •Well, 
apparently a lot of friend s •• • • • 

Well , l ook now, Wayne, don't make me handle every 
single t hing . I mean I'd send for him. 

• 
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Taylor : 
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Taylor: 
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"'- don 't see any occasion for sending for him. 

Then what you bringing it up for? 

You told me to wait until I had a hundred 

Give it t o me, and I'll handle it. Bring it 
over, and I 1ll send for Uarshall. 

262 

I don ' t think there is any necessity for Marshall 

ntll you (Klotz) see tha t I see Marshall Diggs, please . 

I mean a~thing that has e little difficulty, why -
so I might a s well handl e it . 

I aon1 t think there is any difficulty about it. 

lohy don ' t you s ee hi m? 

I'm simply r eporting to you, as you suggested . 

I kne.v there wa s 150 , but t he thing is, here's this 
fellow; he works on this thing, and he 's supposed to 
be par t of o•~onnor's outfit. I'll see him and I'll 
a sk him what he means by it . I ' m willing to see him. 

I 1 m perfectly willing to see him . 

No, I'll see him . I 111 see him. 

;;nything else? 

No. 

Just before I came i n, the second secret ary of the 
Spanish Embassy called up ond said he has a letter 
from the Spanish Ambassador to deliver this morning, 
presumably an accept ance of the second sale. He 's 
coming down a t half-past ten. J.nd I' ve asked 
Bernstein to be there. 

Let Mr. Taylor see it, too. 

All right, we ' ll meet in your (T&ylor) office . 

nhat is it? 
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Locbhead: 

Oliphant: 

H.M.Jr: 

7ih1te: 

a .u.Jr: 
1o'fh! te: 

H.M.Jr: 

White: 

H.U. Jr: 

Bell: 

o'ih! t e: 

Olipbant: 

·;lh! te: 

Lochhead: 

H. !J. Jr: 

,'/hi te: 

B.IJ.Jr: 

Gas ton: 

A letter !rom the Spanish. Meet i n your office at 
10:)0. 

I might report to you on this second sale . As it 
would be set up, be in very good shape . Supreme 
~ourt case squarely in point. In this other case 
we had a little difficulty, but in the second case 
it will be a very clear sale. 

You might ask him when he comes down when be thinks 
that that would leave, and when we ' d get it . 

Did you notice this morning ' s editorial. 1n tbe Times 
about the financing? 

Yes. 

An error? 

An error? 

Well, I thought it was . Take up the September 
financing with cash? Well, 1f you saw it ••• 

No -well , I didn't read it - I didn' t read it 
carefully . 

It didn't say - take up in c ash those thnt are not 
turned in. 

No, maybe I misunderstood it. 

That ' s the way I read it. 

Uid you notice the statement about thirty-one -
f orty-one dollars in gold yesterday or the dey 
before, I've forgotten which, in the Times? 

You mean Bell ' s article on ••• • 

Bell, 

Yes . 

Well, Herbert, you check it, will you? 

Yes, I'll check it. 
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That ' s all . Here ' s a brief memo on Haiti. You 
probably have more information than L have . Tha t ' s 
all we have . 

Well, you and Taylor and Haas will be her e at 11. 

r haven't anything. 

No, no thing . 

This memorandum from the President on this Deputy 
Collector - of course, tha t ' s just a - they changed 
the Collector t her e r ecently . 

Oive ce a little memo on it, explain it. 

Tnat would be the occasion for changing it . 

You want a memorandum? 

Yes. • 
You people might be interested to know that the issue 
opened up extremely well. It ' s selling at - rights 
nt 102t - bonds - n ew bonds - l02t . 

I ' d just like to s ay this, that there' s been an awful 
lot of gossip in the papers about the Treasury last 
Neek , and - well, if t~t sort of thing continues, 
we ' d all be sort of looking a t each other queerly 
~nd looking under the desk and all that sort of 
thing, and we 've never bad it here, and I can ' t 
work in that kind of an atmosphere. I don't want 
t o , and I won ' t work in that kind of an atmosphere -
and all tha t silly business about left- wingers and 
right-wingers and conservatives and all that sort 
of stuff. And I ' ve had a t&l k with Herbert; I •ve 
done all I could to - I think, to see that it 
doesn ' t happen again. But I think we 1ve all got 
to be terribly careful when we do see newspapermen 
to confine our conversation to facts and not gossip. 
~nd those men couldn't get that stuff unless some of 
us were e lit tle c~reless . And I t hink i t hur t s and, 
as I say, it makes everybody suspicious of everybody 
else . I think i f ever ybody would be a little bit 
more careful in the future, why, it' s apt not to 
happen again. 

That's all, I guess. 
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I asked Burlew whether I could be of any help 
in getting his proj ects started and he said 
.us main trouble i s he has been unable , for 
a wee!t or ten days, to get the President to 
a,Jpr ove any of their two thousand projects, 
which.they have. r eady, so I asked him to come 
over to see me~ s-ee what I could do to help. --
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I moved a litt l e rester, Burl ew, on tl}e strength 
of what you told rne . I told ~!cintyre the 
President ought to see you, Bel l , and mysel f . 

Yos sir . I just got a call outside . 

And then he said he had an appointment v:ith 
Aubrey 1'/illiams and somebody el se a t two, and 
so I said, "I don ' t know what t he Pr esident i s 
doing at t wo, but I t hink t his i s more i mportant. " 

Williams is colllinb in on it because t he Pr esident ' s 
idea is we go t o \'! . P. A. nd t~e over some of 
t hPir projects • 

l!OI'I I asked :.lr . Bur l e•t to list me some of his 
troubles, as far as ge t tinc star ted is concerned . 

First, her e is this book . It is now up t o 2, 160 
pro jects, and amounts to a total of t~:o hundred 
s ixty- nine million dol l ars ($269, 000, 000) in 
grants, but we have to take out of that about 
fifty-six power companies , Hhich we know are 
definitely competing , or which we suspect are, 
nnd we ar e reJ:unning tho book for t h.':lt reason. 

Keene, by the way, one of !4r . Bell ' s assistants, 
thinks thi s book ought to be gone over and broken 
down and certa in projects t aken out for w. P. A. 
We oppose that very str ongly because this i s a 
list the Congressmen have been fighting over for 
two and one half years, and the municipalities 
don • t want w. p . A. 

1 
and 1 t will delay the whole 
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pr odedure, and we are Quite willing, am anxious , 
to give w. P. A. a shar e in t he new projects 
which they could do to better advantage, but 
this list, we think, ought to go through with 
our eyes closed because it has been reported 
to Congress at two sessi ons , and the basis or 
this l egislation is mainly on thes-. projects , 
because they are things t he Congr essmen wanted, 
and the President wouldn' t give them to them 
before . And t he President is pr etty well con­
vinced to t hat t oo, because when I told him 
t1·1o weeks ago t hat the Budcet wanted to br eak 
t hese down into classes, he said , "1 don' t 
v:ant that; this is all we need r ight here -
t he type of projects . • 

'lay I just see r.hat it looks like . 

Y~s . 

Too bad this could not be reudy v.hen we go over 
ther e, wi t h t he power proj ects out , so 1f he 
decides 11 All right with me," we can say, "hlr . 
President, will you sign it . " 

All right, let ' s do i t this way : Let ' s get him 
to leave it up to us, after in~uiry, to eliminate 
such power projects as are competing . He could 
trust us to do that. That was one thought I 
lu'.d on running the book over, but he could 
approve this 1'11 t h the under s tandillG t ro t ne 
1.ould eli.Dinate any questionable por.er pr ojects . 
Then, if he decides it, he does it on our 
information, so it ' s t he s ame t hing in the end . 

Could you do i t this way? Supposing he s i gned 
this - couldn' t you substitut e t he other book 
on Wednesday, but get this one signed today. 

VIe wouldn' t have to substitute the other book; 
we would not announce these allotments , for 
exampl e, v;here t here was any question of ~ower 
pro j ects in competition. 

Sort of puts him in~alse light, that he did 
a pprove it . 

Could be write "Approved, except power projects • 
Submit those back on T/ednesday?" 

• 
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Why not put a place for him to sign? 

Here it is, on the back page. Re just says, 
•0. K., F. D. R. • 

Type it there in writing, something like this : 
• For your information 11ower proJects will be 
submitted l ater. • I would put it something like 
this : "For your approval , but vtish to note that 
we wil l not go ahead on the power projects.• 

WeQl, elimdnate power projects and submit a new 
list which are not competing . 

Uey I make a suggestion? 

That's what you ' re here for. 

I would say, "Approved except all power J)rojects 
which will be submitted at a later date.• 

All right. We can do that very quickly. 

And I vtould put it in there and I would say the 
chances of getting it signed are ninety-nine 
per cent . 

I do too. After Cabinet was over I was leaving 
the room and he called me back, a nd said, "Now 
how about this list?" "Well," I said, • we 1re 
trying to get this information from Williams, 
and," I said, •we have not gotten it yet." 

There is another t hing we will. have to talk 
him out of. He set up a formula w1 th me, af'ter 
Cabinet meeting two weeks ago that we should 
take the percentage of unemployed and percentage 
of population and then strike a mean figure 
between the two to determine how much a state 
should have on, say a billion dollar program. 
Now that is a very complicated thing. Williams 
has not been able to give us any figures; we 
have tried, repeatedly, and that is all right 
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if it is workable, for the new program, but 
this stuff here is signed, sealed, and delivered, 
it seems to us . 

Never mind how I felt about this thing befor e it 
went up on the Bill.. It ' s l .aw now 1 or will be, 
and I want to do what I can to help. 
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You certainly were grand a t Cabinet meeting . 
You lll:!.de more progress , as far as I was concerned, 
than anything that has happened . 

You 'mow what Bob Moses used to do in New York; he 
knew a thing like this was cominc through and he 
would have t hose pro jects , before t he bill wa s 
siened, and the day tho bill was signed he had 
the contract ready for sienat ure, and he would 
l et the bids for roads and public p~rks the 
day that the Governor would sign it. Now I 
don 1 t see why you fellows couldn' t do a l itt le 
fudging, if necessary 1 "\nd tell the cit·.t of l~ew 
York, for example, ·~ow go ahead and get these 
bids out . • 

Thnt 1s right. 

And the city of Philadel phia, and t he city of 
Ch1r-a.;o1 

11 I 1ll tell you verbally that we •ve 
got this approval, and no~: eet your contr acts 
out . " I don't kno1~ th;~.t i t 1 s going t o go through 
this weelt 1 but if tho Prcside11t signs this I 
would get on t he telephone and tell t hese cities 
to go ahead . 

We will . VIe will. 

But I would tell LaGuardia, "These thi06s ar e 
approved; now go ahead and get out your bids . • 

That 's r ight, and t ha t could be done . \ie 
don• t have aey more bond contracts; we now 
have offer and acceptance , and ns soon as this 
list i s approved v:e can ma'tc offers and accept ­
'lnces . 

Yes , but if you fellows had people telephoning 
all afternoon after this meet i ng you would gain 
at l eas t a weelt . 

Yes . We have the country divided up vr.i.th 
•expediters • and each fellow would take his 
state. 

Let me get t hese figures in my mind . How much 
is there, l ess power projects? 

' 
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Burlew: One hundred t wenty-five mil lion dollars ($125,000, 000) 
power projects, and the other is two hundred 
sixty-nine million (t 269, 0001 000). 

Bell: Leaves a hundred forty-four million ($144, 000, 000) 
projects. 

~his is the forty-five per cent? 

Burlew: Yes. 

Bell: Some of the ln.uxlred twenty-five million ($125, 0001 000) 
would go back because they are not competing. 

!!. 'I. Jr: Yes , but just for this a1'ternoon, bow much is 
that? 

~cReynolds : Over three hundred milli on dollars . 

Burlew: We are putting it at three hundred fourteen 
million five hundred nineteen thousand dollars 
($314, 519,000) . That's loan and grant . 

Boll : Two hundred sixty-nine millions ($269, 000,000) 
you want; i t's almost six hundred million dollars 
in projects . 

!!.U.Jr: 

Bell: 

Burlew: 

Bell : 

H.tt . Jr: 

B'.trlew: 

Bell: 

Burlew: 

Vlhat I want to get is this: Her e ' s six hundred 
million dollars. 

That ' s the total. Now you•re going to leave a 
hundred twenty-five million or proJects out, 
so you get four hundred seventy-five million 
($475,000, 000). 

I t hink it will be about that . 

And three hundred twenty million dollars 
($320, 000, 000) in projects that will be approved 
if he eli minates power . 

Is that one hundred per cent? 

Yes . 

Yes. 

But t he power projects will run it way up. 
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But you are taking over there, exclusive of any 
power projects . How much will t ha t be? 

Three hum red twenty million dollar s , o.f which 
we will put up a hundred for t y-.four million 
dollars and they will borrow t he r est . 

What I want to get over t o the President, 
if you people give t his out , and t hese people 
begi n to s end out inquir i es to s t eel mills and 
other concerns, we ar e just a litt le bit bett er 
off , and if he can f ollow this up with 
something definite, I want just a l i ttl e bit 
better publicit y , and the f act t ha t you have 
never done i t before - and wha t I want t o get 
to the President - "her e ' s t his stuff ; l et •s 
get this thing outr You seo any ob j ection, Dan? 

No , I don•t . 

These .fellov1S, you get on the phone; and this 
othllr thing, v:hat I want you to do i s t his ••.•• 

Ar o you sure Hop!<i ns has not compl e ted some of 
those projects? 

He mny have, but that ' s tnken care of . 

Her e is the front Jl3ge of the \'/all Street 
J ournaJ. , jus t a littl e thint; - a hu'ldred t\>enty­
four thousand barrels of flour - another 
project I have been wor ki nt on. I s n' t ther e 
some r.ay, when this s tuff bocins to go , that 
we could say, "This is so muc'' steel}' and 
begin to put a very good publicity man, that 
will keep fe edin& these s tories out? 

Oh yes , we do t ha t . 

But I mean - and t hen if we coul d start to 
correlate t his , maybe wi th Procurement , or if 
we could des i gnate one fellow as a clearing 
house, jus t to handle this ki nd of s tuff . The 
best man in the country woul dn' t be any t oo good . 
And ge t t he stuf.f t ha t Peoples is doi ng, plus 
what you're doing. 

Row about Kellett? 

Regraded Uclassified



R. J •. Tr: 

sw~lu· .. : 

;r. ! •• Tr : 

H. '; .. rr : 

Burlew : 

rr. ·t . Tr: 

~,_ :. Jr: 

- 7 - 271 

Wellett is good, but Uellett is doing all this 
Administration stuff over there . If Mellett is 
t he fellow, let him lrnow what's happening, what 
this means to steel, and so on, and let• s play 
up some of this news instead of taking a beating 
every day. See? 

Yes . 

Now you will have that ready at a quarter of 
two . What ar e some of your other troubles? 
You understand the spirit in which I am approach­
i ng this? 

I do: ~od~e~tainly appr eciate it. 

Wirxl. you, thi~ book has been to the President 
three times; twice bef ore he vtent away. lUnd 
you, the l ast tirae I took it over, the 
President said, "We'll flork this up on this 
basis of employment and population. " 

I am for it, but we haven ' t got t he t11ae . 

Not with this book. 

Do it with t he next one . But I am going to beg 
him to 0 . K. this, this af t ernoon, so tonight 
or tomorrow your people will be on t he telephone. 

That ' s right. I want to say this, t hat r:e can 
follow this with books repeatedly . rie have 
three hundred applications alr eady in the office 
being examined, new applications, so we can fol­
low this up every few days w1 th an announcement 
of new projects if he will approve them. 

You asked about some of our short-cut methods. 
Vie ·are getting regional directors 'in Thursday 
of this week and we are going to speed them up. 
One proposal i s that we appoint inspector s for 
pro jects when they are approved . Heretofore 
we have appointed an inspector when the project 
is starting to be built, but if we a ppoint him 
immediately and put him on the job we will be 
able to expedite the t hing by weeks . 

\'•ho pays for that? 
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P. VI . A. It doesn 1 t mean tHzyo more men; we 
h.we to appoint the men anyway; just mea.ns they 
l':il~ be on the rolls a few weeks more. 

Tha t • s fine . 

llere ' s one application. J esse Jones ha-s 
started to try to make loans out of his 
one bil lion and a half dollars for these 
projects and we handle tho grants . One spe-
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cific case came up at Akron 11nd he said definitely 
he \:ould not agree to it, but nevertheless the 
a J,licant r.as all pe,ped up and tried to force 
us to let Jesse Jones do it . I took it up wi t h 
the President and he approved it, a m I let him 
understand what was involved - competition 
he tv:een Jesse Jones and us , but he approved 
our mal<ing the loan, but the , oint is i f J esse 
m~kes the loans and we make the gr anti we are 
backing and fillins . If it is feasib e, and 
all that •• •• •• 

Now, you are going t o do both loan and gr ants? 

Unless the applicant makes a loan privately -
only a small percentage. 

But Jesse is competing with you on municipaliti es? 

Yes , he tries to . In this particular Akron case 
he wanted to oal<e the loan am we onke the gr ant • 

Did you bet it settled? 

Yes , the President understood it thorou.,hl;; . 

Vloll , I wouldn ' t bring t ha t up, because Jones 
is out of town . If you ~ve that again, l et ' s 
uo on that application again. 

I s t h.>t the only case? 

Yes , but we "ere afraid i t would be a precedent , 
but it • s Federal. VIe think the l ump sum warra nt 
ought to go directly to 1'1 . P. A. We wor k through 
the Treasury just the same, but it cuts out a lot 
of complication with the Comptroller if we have a 
recular sum. 

' 
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That ' s the way t he others were. 

They ?I ere, but I don 1 t think all of them. 

The only thing the President does in the Act 
is approve projects, so the money is made to 
you. I don1 t believe it could be any different . 

All right . We have had conditions put on us . 
For instance, we go over to the White House 
wit'l a book and t he President would have some­
thlng he would require, and now in the l ast 
program t hat held us up very materially, and 
it hal d us up in this book, because he haa me 
take it back and have me add the time it would 
take to s t ar t and complete, and all that means 
delay . 

Oh, that part icular thine, I think, is very 
i :nport ant , because you fellol';S have a bad reputa­
tion - "Honest horse but always l ast . " 

Another t hing we want to do is have the President 
give us authority to encour age the applicant t o 
go ahead on his pr elim.innry estimates and then 
if bids come i n and they are a litt le higher , 
l'.e approve if our engineering department says 
it's a fair bid . 

Does the President get in on t his? 

He won 1 t lot us make addi t1onal allotments . 
\'le have projects held up as much as four to s ix 
mont hs because the bids ar e four thousand 
doll ars over the estinate . 

Up to now, one thing I would bring to his 
attention that you have mentioned , is to ge t 
this first thing signed . 

I agree with you . 

I am more than willing to go back with you again 
but if you donl t mind, he ' s only allotted us 
fifteen minutes . 

That ' s right . 

And Aubrey Williams i s goi ng to be t her e . I would 

concentrate on getting t his t hing cleared . 

' 
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That' s right. 

Norr, vzhat I would like to do is stop here now, 
because I ' ve got this group a t eleven, and I 
would like, unless t here is something else, 
I would like t o just go over and hel p you get 
that book signed, and that stuff on Jones, I 
11ould like to do that another day. 

\',e can t ake it up l ater . I don't have to do 
it now. 

But, a fter all , if we can get that book signed 
today then I think if you have the povzer pl ants 
ready Y.ednesday, and then ~"ve some other stuf!', 
I could see you aga in, and mieht ask the President 
if he would let me come a long t he next time 
nnd TIC could have another meeting in advance. 

Following this periodically with the announcement 
wonl d have a wonderful effect . 

" , ·• .. rr : I know you have troubles , and I al so know the 
President . I would jus t concentrate to get 
this three hundred twenty-four million dollars 
0 . K1d .; t~en get your f ellows started a nd 
then if you people ar e coming dov,n Thursday 
we 11ill tell t he President, "Now you y,ant to be 
ready so you can tell t hese f ellows Thursday, " and 
we ' 11 try to see him •;.ednesday afternoon to ge t 
another clearance . Check, Uac? 

.c' . :;:10l ds : Yes 1 by all means . 

· "' !.1 : That ' s good . 

:: ll : One thing, in hurrying up projects, I believe 
you have some Federal projects that mi ght be 
started as soon as these , and they are just as 
important, and I think what the President could 
do would be to give us authority to immediatel y 
start t hose . 

-,l"l :!r. : Those Veterans • hospi t nl s and prisons ; are they 
r eady? 

Bell : No, but in a day or so, because I ~ve to work 
out with Burlew, some kind of procedure . 

\ 
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Y/hy don't you take Burlew and go upstairs for 
a couple of minutes? 
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I want you t o know we appreciate this at W. P. A., 
and I ' m goi ng to cable the Secretary. 

Whon he comes back tell him I helped a little. 
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11:32 a . m. 

I t ell you this market changed a l i ttle bit . 
1'/e thought it 1;ould and they settled down a littl e 
more rational basis . 

Good . 

Thu bonds are now quoted a hundred and one 
tv.enty nine thirty one . 

Yes . 

That • s on a t •.o sixty tr.o basis . 

I see. 

There ' s been some selling of ri~hts by so~e of the 
banks 1.ho 1ve been buying i ntermediates or some of 
the notes - even some bids of some of the new notes. 

Yes . 

Nov. the notes are quoted nineteen t1•.enty one -
a hundred and one nineteen t~enty one . 

A hundred and one nineteen t1.enty one • 

Yes . \.hich is a seventy nine basis - for the 
September notes that brings their basis about t he 
sallie as the bonds 1. i th the interest added . So I 
think you get a little more conversion to the notes 
than looked l .ike on the first crack off this morn1ne . 

That • s all right . But -

And it looks oore ra t1onal - looks as though it i s 
behaving better - you are much more apt to get bOod 
buying at decent prices - the rights - than you 
would at those high prices . 

You •re pleased t he way it ' s going . 

Yes , I like this change a lot better than I did 
the fir st thing this morning . 

Good . 

Metropolitan Life , I understand , is putting 1n a 

' 
• 
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Good. 
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l!. l .Jr: 

8 : And the Wlltual LH"e . Some of the other Li.fe companies 
are n1bbli.ng around a bit. One saving bank bought 
some or the notes . 

H.li. Jr: I see . All right . 

s: There was lots or very active trading. 

li . ~J . Jr : · Thank you. 
- ·-

8 : AU~Tght . 

"' · :. Tr : Thank you . 

13 : Goodbye. 
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ApproximatelJ Junb 6, 1938 

It wae on thla obart that t he Secreta.ry baaed h1a 
r a1n dr op story of reoovery which he related to the President 
about thie date. (See 9:30 grou~ m~eting of June 13th when 
he told the group t he story. See &leo diary entry of June 22nd 
showing where the President used the otory at a press conference.) 

' 
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a s-GOYERNMENTS STRONG 

FOLLOWING SECRETARY MORGENTHAU-S ANNOUNCE­

MENT THAT NO NEW MONEY WOULD BE SOUGHT BY THE 

~ S TREASURY IN ~UNE QUARTER FINANCING 

OPERATION U S GOVERNMENT ISSUES PUSHED FORWARD I 

ON A WIDE FRONT - OUT OF 24 ISSUES T~ADED ON THE 

BIG BOA RD 22 MADE NEW HI GHS FOR YEAR TO DATE -

OF THESE E IGHT REPRESENT NEW ALL-TIME HI GHS AND 

ONE A NEW HIGH SINCE 193f 

THIS STRENGTH REFLECTS OPINION OF BUYERS 

THAT WITH ~UNE FINANCING HELD DOWN TO A RATHER 

LIMITED AMOUNT THERE WILL BE CONTINUED DEMAND 

FOR OUTSTANDING ISSUES 6 OPINION HAD BEEN ABOUT 

EVENLY DIVIDED THAT THE TREASURY WOULD OFFER 

ADOITI ONAL s 'ECURITIES FOR NEW MONEY I N THE ~UNE' 

OPERAT ION AND SOME W~O WOULD OTHERW ISE HAVE 

BEEN BUYING TRErSUR I £S THESE PAST FEW WEEKS HAQ 

i~~tt0Hgl,.~~ PEE ---

en~ 0 

v 

ERNMENTS . STRONG 

IN PREY t O US IT~ I ST GRAH LAST Ll NE YEAR 

• 
SHOULD READ 1 9~ --- ·-
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10R Rm&SI, IIORNJIIO lldSPAPZBS, w··m· Juno s. 1936. 
6/4 38. 

lraabinston 

Preea Service 
No. 13-51 

Socrotory of t he Troaeury Worgent hou announced today t ho offori.ng, 

throll(lh the J'OC.or o.J. Reserve Banks, of 20;;25 7eez 3-'J/4 porcont Trot~eury 

bonds of 195&-63, and of 5 yeez 1-1/8 poreont Troaaury notos of Sorioe 

A--1943, bot h In oxchllngo f or 3-7/8 pereont Troaaur7 notea of Seriea B-1936, 

::aturlns Juno 15, 1938, or 3-1/2 percent Treotur7 notea of Series D-1938 , 

""turin;; Sopte::lbor 15, 1938. Excbancoe will bo :>ado par for par. ond t he 

282 

ot!erlng of tho now bond a Md of tho new notoa will be lim ted to the ""'ount 

of ~turing notoa of oithor eorioe tendered ond aceoptod In exchange therefor. 

Cnob oubacrlptiona will not bo r eceived. 

The Treoaury bonda of 1958-63 now offered only in os chnngo for Treasury 

notes tl&turlll{; June 15 and Sopt<>t:ber 15, 1938, will bo dot ed June 15, 1938, and 

will bear lnter oat froo thnt date at t he rate of 3-3/4 per cent par annun PaT­

able se::>iannuo.lly. 'l'hoy will .. atl!l'o J une 15, 1963, but oa;r be r edce:::ed at tl'>.o 

option of tho Unl ted Statoa on and after Juno 15, 1958. 'l'he bonds will be 

h auod In two tort~a : boorer bonds with lntoroat coupons attaehsd, end bonds 

registered oa to bo t h principal and interest: botb t eres will be laauod In 

the dcnocinationa of $50 , $100, $500, $1,000 , $5 ,000, $10,000 end $100,000. 

Tho Tronoury notoe of Sorice J.-1943, also norr offered only i 11 oxchengo 

for Tronoury notoa ooturlng Juno 15 and Sept oobor 15, 1938. will bo doted Juno 

15, 1938, &td will bear intorost fror thot date a t the rate of 1-1/8 percent 

per nnnua p~blo aaoiannually. The7 will caturo June 15, 1943, and 111111 not 

Regraded Uclassified



- 2 - 283 1a' -
bo au'Oject to call f or rodeaption bofore tho.t date. '1'bc not eo will bo ia~uod 

only In 'Ooarer feoo ~ tb coupon• att .,ebed, in tho donoainationo of $100, ~. 

$1,000. $5,000, $10,000 llll4 $100,000. 

Tbe Tronaury bonda and tho Tronaury noteo will bo accorded tba 11\011 

cxcoptlons froo taxation ae are accorded other ieauoa of Treasury bondo And 

troaourr notes , roepootivel,y, now ouhtanding. Theso provision• aro ~~poe1-

! ICAll,v aot forth in the official eircularo iosued todcf. 

SUbscription• will bo rocel ved at the Fodorel Roeervo Banko and branobaa, 

Md 11t the Troaourr Dopartoent, Wnahirl(lton, and should be accocplllli ed br n liko 

taco onount of either 21-7/8 percent Troaaurr notoa of Serioo 11-1938, oaturing -

Juno 15, 1938, ~ tb final coupon due on Juno 15 detDCbod, or 21-1/2 poroont 

troa11U1'7 notes of Sorioa D-1938, oaturln« Soptecber 15, 1938, with final coupon 

duo Sopto:~ber 15 atte.chod. 'rho notes ot both seriea will bo accepted at pnr. 

If notoa of Soriea D-1938 arc tendered for Treasury bondo, accrued 1nteroot 

on tucb notes f r oc1 llareb 15 to June 15, 1938 will be paid followin& t heir 

~•eeptance; 1f oueb note• are tendorod tor Tr eaaury notoa latoreat on tba 

aurrendorod no t ea will bo er odi ted fro::. llorch 15 to SaptOtlber 15, 1938. 1114 

lnt~roat will be cho.rgod on tho new notoa fro:> June 1~ . to S~e:~bcr 15, 1938 , 

Md tbo diffcroneo, about $9. 67 :tnr $1,000 will be paid following accoptaneo 

of tbe notes. 

The r i(;bt 1a roaorved to cloao the booka ao to on:r or ell suboeriptlona 

at 11111 tioo wit hout notice, and, subject to tho reservation• oct fort h in tbo 

official circularo, all oubaeriptiono will bo_ allotted in full . 

'l'bo ODOunt ot Troo.aury notoa o! Sorleo 11-1938 caturing on Juno 15, 1938, 

Ia $618,056,800 , and of Sorloo D-1938 oaturi n& on Sept0::1bor 16, 1938, 1a 

$596,416,100. Nl7 ot thoao o.otoa r1.8i/ bo oxchangod tor t ba Tl'<la!IUJ'7 bon4a or 

tho Troaaury notco , end any oe.turin& notoo not oo exchengod at thio tioo will 

bo pni4 in cooh wbon thq taturo. 
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SpociD.l. 'l.'rooRrT billa e&&Z'e«OtilliJ $250,306,000, which aoturo 1Dco41-

ntoly otter Juno 15, ond about $i90,000,000 1nt eroot on tho public debt , 

which boeocoa duo on Juno 15, will bo paid tree tho Troaaur)' ta eaah balance. 

ThO toxta of t ho official circulars tollowt 
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UNIT:i:D S'r.I.TES or .ua:RICA 

'0-3/4 PERCENT 'l'REA.SORY BONDS OP 195&-63 

Dated and bearing Interest from J\ll!e 15, 1938 Due JWle 15, 1963 

mEEUABLE AT Tllll OPTION OF THE UNITED STATES AT PAR .AND ACCRUED INTEREST Oil AND 
AFrER JUNE 15, 1958 

Inte>•eat payable June 15 and Docomber 15 

1938 
~t:ent Circular No. 584 

Public Debt Service 

1. OP.'.< .. tliNG OF BONDS 

!lm.ASURY DEPAR'N3!1'1', 
Office of the Secretary, 
Washington, Juno 6, 1938, 

1. Tho Secr e tary of tho Treasury, puraunnt to tho authority of the Second 

Liberty :Bond Act, approved Sep t ember 24 , 1917, as omondod , 1nvitos subscr1pt1one, 

r t pnr, fro ll'l tho people of the United Statoe for '0-3/4 per cent bonds of the 

United Sta t oo , doalgnotod Troasury :Bonde of 195&-63, In pn.Vl:lont of which only 

of Seri e s D-1938, l)!D.turln;; J u:>o 15, 1938, or Treasury Notes of 

Srrlca D-1938, Ck'\turlng September 15, 1938, "'llY bo t ondorod . Tho a!:lOunt of tho 

<ffcr !r-t; W!dor thie ci rcular will be Uolted to t ho l\t..OW>t of 'l'rcasucy lloteo of 

Series B-1938 ond of Sori oa D-1938 tendered and accepted. 

II. ln:SCRlPTION or I!OliDS 

1. Tho bonds will be datod J\ll>e 15, 1938, and will benr Interest from 

th•t da t e nt th~ r a te of Q-3/4 percent per onnum , peynble aomii\!Ulually on December 

15, 193ij, nnd t hereafter on J>li\O 15 and Dccecbor 15 I n oach yonr until the prl~ 

clpl\l l\t'oOunt bococoe peyoblo. :rJ>ey will mature Juno 15, 1963, but e>aY be r odoemod 

nt tho Option of the United States on md after Juno 15, 1958, 1n whole or 1n 

" t par nnd accrued lntorest, on ~ 1ntoroat day or 41'~8, on 4 contha ' 

or rede:opt!on ghen In sucn canner aa tho Soc rotN')' or tho Trcnsur;y shall 

In cnao ot part lel redCl:lptlon tho bonda t o bo rcdcor:.c<l will be 
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detemined by euch oethod aa cq bo proacri bod by the Secrotnr:r of tho Tr••llll17• 

rroo tho date of redeaptlon deelcntLted . in an:r euch notice , 1nter eat on the 

bondo cnl.lod for redemption shall coaao. 

2. Tho bond a ahall be exeopt, both ~. to principal and intereat, froc 

nll taxation now or horoafter iopoaed b7 tho Un1 ted Statoa, an:r State, or an:r 

or the poesoaaiona of the Uni tod Ste.tea, or b7 an:r local taxing authorH,-, 

except (~) eet ato or inheritance taxes, or gift taxos , and (b) graduated addi -

lionel incooe •~-.:ee, CODIX>nly known aa surtaxea, and excoa .. profita and ·~ 
..... 

prof1 to taxoa, now ~eoc>i'tor icpoaed by t he Un1 ted St atoa, upon the incooe 

o; profits of individuals, part nerahipe , associations, or corporations. The 

intereet on an ODOunt of bond a author hod b7 tho Second Li bort7 Bond .&ot, .-

proved Sep tenber 24, 1917, as noondod, the principal of which doos not exceed 

In the aggregato $5,000, ownod by an:r individual, pe.rtner ahip, association, or 

corpor ation, abnll bo execpt !roo the taxes proT1dod for in clause (b) above. 

3. The banda will bo acceptable to secure doposita ot public ooneya , 

but will not bear the circulation privilege and will not bo entitled to anT 

pr iTilego of conversion. 

4. Boo.ror bond a w1 tb interoat coupona attached. and bonds reglaterod sa 

to pr incipal and lnt ereat, will be 1eaued in denoninationa of $50, $100, $500, 

$1,000, $5 ,()()() , $10 ,000 and $100 ,000. Proviaion will bo Dade for the Into~ 

or banda of different denooinationa nnd of coupon and r agiatered bonda • and for 

tho t r nnsfer of rogiltered bonde, under rulea and r egulation• proacribod bT the 

Sacretar,- of the Treasur,.. 

5. The bonds will bo oubJoct to the gener al r egu1atlona of t ha Tre81Ul7 

llepartcont, now or hereafter preacr ibod, gonrn1ng Un1 tod Statoa bonda. 
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III. SlmSOlllPTIOll .A!1D .U.W~ 

1. Subacriptiona will be rece1vod at the Fodernl Roeorvo banks ond 

brnnchoa 8M at the TreaaUl'7 Dopartt~ent. lr&thiz:&ton. Bol!ldag inati tutione 

ccorellf ~ eub:lit eubaeriptiona tor neeount.ot euetocere,. ~ut only tho 

rodcrtll Rcsorvo bank a and tho Tronaury Depnrttlent are nuthori s ed to ~.ct ae 

official agoncios . The Secr otery of tho Troaeury reservoa tho right t o closo 

tho bocks aa to en:r. or ell .. becript ione or clcaace of eubtcriptiona at en:r 

UtlO w1 thout notice , 

a. The Socrotar¥ of tho Tr easury reaorvea tho r ight t e rojoc t ony eub­

acrlpt1on, in wholo or in pnrt, to ellot loll than tho acount of hondo l!\l)pl1od 

tor, t o oeke ellotaent a in full upon eppl1catione tor maller a:x>unta and to 

cake reduced allotaonta upon , or to rojoct , at1plicat 1ono tor larccr acounte , 

or to adopt any or all of allid aethoda or such other ~:>othodo of nllotr:un t Nld 

elaaaification of nllotcenta ae ahell be doeced by hio t o be in the puhlio 

1nt eroat : a:nd hie action in en:r or all cf t hose rcepecta shell be finN.. 

Subject to thoao r oservationa , ell aubacriptiona will bo nllottod in f ull . 

Allotccnt noticot wi U bo aont out procptly upon ellotcen t. 

IV, PAnarllT 

1, Peyment at par tor bonds allotted hereunder liiUtt be mtlde or completed 

on or before Juno 15, 1938 , or on later ellotment, and en:r be made only in 

'l'l-oasur;r l!otea of Serio• :B.-1938 , meturing Juno 15, 1938, or in Trea•Ul'7 llot ea 

or Soriea I>-1938, caturiDg Septombor 15 , 1938, which will bo accepted at par , 

and ehould aecot~any the subscription. In t ho caao of Troaaur:r Notes ot Sorice 

1)..1939 tonder od in pa.Vl:lont, coupons datod Soptombor 15, 1938, muat bo attoched 

to tbe notea whon eurrotlderod, Md occruod lntoroat tram )larch 15, 1938, to 

Juno 15, 1938, ($6, 25 pGr $l,OOO),will bo paid following acceptance ot tho 

notoa. 
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V. GEQIUL P:OOVISIONS 

1. Aa fiscal ngents of tho United Statea, Federal Reaervo banks are 

authorised nnd roquootod to receive aubacr1pt1ona, to cake allot~enta on tho 

blloia lUI~ up to tho 01:1ounta indlce.tod by tho SocrotN'y of the 'l'reaeuey to tho 

l'cdorel Roaorvo banks of the r oapoctivo dlatricte, to 1aaue allo t cont noticoa, 

1o rcce!Yo J>ll¥1'ent for bonda allotted, to oako delivery of bonds on full-paid 

suhcrlpt1ona allotted, . and they oa;r iasuo lntorltl receipts pondin& dolivoey 

of tho dof1n1 tivo bond a. 

2. Tho Socrottu'l' of the Treasury rJll/1 nt any tioo, or fro.o title to tioe, 

proacribo auppleoontal or (lt!cndator y rules and roculntiona governin& the offor­

l!lil, which will bo cooounlcnted prooptl:; to the Federal Roaorvo banks. 

!IEIIRY IIORGE!ITRAD • JR • 
Secretory of tho Tr eneur:y. 
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tJVI'l'ED Sii!I!!S OJ' Alii!I.I<a 

1,.1/8 PIRCB!l'l' !I!RBA.SOR! NO'EES OJ' SERIES A-1943 

!)ltod ond bea.rill& i n torest fl'Ol'4 J\lllll 15, 1930 Du.o June 15, 1943 

Interest ~ab1o June 15 aDd December 15 

1938 
Dopartznent Ciroulnr No , 585 

Public Debt Serrice 

1, Ol'FERUIG OJ' NO!I!lS 

1!REA.SURY ~'l'IIE!l'l', 
Office of the S ecretnry, 
'faehington, June 6, 1938. 

1, The Socrotnry of the Treasury, purll\lt>.llt to tho autl'10ri ty of the 

Second Liberty Bond Act, approved September 24. 1917, aa a::M~nded, invitee o~ 

scrlptiono, at por, from tho people of the United States for 1,.1/8 percent noteo 

ot thAI Unitod Sta teo, doei gnated Treaaury No teo of Sor i oo A.-1943, in po,ymont of 

which onl,y Treasury Notes of Soriea l!-1938, maturing Juno 15, 1938, or Tren.aury 

?:otoo of Series ~1938 , maturln& Soptambor 15, 1938, aa::t be tendered. The 

amount of tho offering Wlder t hio circular will be limited to the lllllOunt of 

of Series B-1930 ond of Series ~1938 tendered ond accepted. 

II . llESCRIPTIOB OF NOTES 

1, The noteo will be dated J\lll8 l5, 1938, end will be:>.r interest from 

that date at the rnte of 1- 1/8 porcent per annun. ~able' aomionnually on 

1938, ond t horaaftor on J=e 15 ond December 15 in each yaar until 

Ute prtncip:ll 01!10\Ult beccmea peyablo. !hey will aature J\Ule 15, 1943, and will 

r.ot bo eubjoct to call for redemption prior to J:~D.turity. 

2, T".ne notoa ahnll be exempt, both ne to principal nnd interest , from 

taation (except oetate or inboritance tBxee , or gift tnxee) now or l>olr.-

1\!ter imposed bT the United stnt .. , IUO' State, or IUO' of t.be poeaeaai one of the 

United Sta te11 , or by IUO' locnl taxill& authority, 
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3, The ootea will be BCcepted at pnr during such time and under ouch 

rule• ond regulo.tiona o.s shall be prescribed or o.pproved by the Secretary of the 

orre-~IJUl")' ln p:~ent of income o.nd profits toxea peyo.blo o.t the maturity of the 

4. The notea will be neeeptnble to secure deposits of public moneys, 

but 11111 not beo.r the clrculn tlon privilege. 

5. l!OCU"Or notes with i ntoroat eoupollll o.ttnehed will be issued i n douoarl.J>. 

ot!ona of $100, $500, $1,000, $5,000, $10,000 and $100,000. The DOtes will no t 

bo 1asuod in r egia tored form. 

I II . SUBSCRIPTION AND ALIOTU!:N'.l' 

1. Subscriptions will be received at the Federal Reserve banl:s and 

brn.nches snd nt the Trea~ ~ent, 'fash11!6ton. 1lank1nc 1nstitut1ona 

£8Mrnll.y lliC¥ su.l:mit aubscrlp\lono for account of customers, but only the 

r.dernl Reserve bonks and the Troas\117 Department ore authorized to ac t as 

offlcinl agencies. Tho Secretary of the Tret\oury reserveo the rij;ht to c1oae 

tho books na to o.n::r or o.11 subscription& or clnssea of subscriptions nt Mil time 

2. Tho Secretary of the Trons\117 reservea the r igbt to rejoet any aUb­

aerlption, 1n w'ho1o or in :pc.rt, to o.l1ot leGG thM th., emount of notes appliod 

tor, to mako o.llotments 1n tull ~n appl1ent1ons for smnllor omounts o.nd to 

zoo.lce reduced o.llotl!l8nts up>n, or to reject, appliroti ons for lnrg<>r tm>Ounta, or 

to lldept o.n::r or o.ll of stdd nethode or such othor methods of o.llotment o.nd 

clooeifiention of o.llo tmenta o.a aho.ll be dO-d b;y him to be in the public 

lntoreat ; and hie o.ction in Mil or o.ll of thooo roapecta sho.ll bo fino.l . Sul>­

Jset to these reservations , o.ll au1>1eript1ona will be o.llotted l n tull. .lllot­

<>ont notleoa will be aont aut prom;ptl;y upon o.llotment. 
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IV. PATlm!T 

1. P~ent at par for notoa allotted horO'mdor cuat be ce.do or cot>-

plated on or boforo Juno 15, 1938, or on later nllotcont, and Daf bo ceAo 

only in Treasury Notes of Setioo B-1938, on turing Juno 15, 1938, or in 

Treasury No t oo of Sorice D-1938,ce.turing Soptocbor 15, 1938 , which will bo 

~tee opted nt per, nnd should nccocpnr17 tho aubaeription. In tho cnso of 

fronoury llotoa of Sor1ea D-1938 tendered in J)01l:lant , coupon• dated SoptC>:lbor 

15, 1938, cuat bo attached to t he not ea when aurrondorod. Int erest free 

kerch 15, 1938, to Septe~bnr 15 , 1938, on t ho coturing no tes will bo cr edited 

to aubaer1bora , and 1ntorost froc J uno 15, 1938 to Sopteober 15, 1938 on the 

now notoa will bo charged to subocri bor a. Tho ditforonco( $9. 672131 pnr $1,000) 

will bo paid following acceptonco of tho notoa. 

V. GENERAL PROVISIONS 

1 . Aa f1acnl ~...,nts of the United Stntea, J'odoral Reserve bonka are 

Author ized and roqueated t o receive aubacript ione, to oako nllotoenta on tho 

b•aia and up to tho coounta indicated ~7 tho Secretary of the Trenaury to tho 

?edarnl Reaervo banka of the r ospect1vo diatricta, to issue ~~lotoont noticoa , 

to r ocohe p~ent for notoa nllotted, t o oako delivery of notes on full-paid 

aubacr1ptiona ol1ottod , nnd they ooy 1eauo intorio roceipto pending delivery 

of tho dof1ni t 1vo notes. 

2. Tho Socrotery of tho Trensury coy at nny t1co, or frau t irJo t o t1co , 

proacribo oupplocontol or ooondatory rulea and rogu1ot1ons governing the offer­

ing, which will bo coc::unicntod prooptly to tho Fedorol Roaorve bonks. 

II!:!IRT II>B01:li'l'BAU, JR., 
Socrotary of tho Tro~aury. 

' 
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TO 

rllOW 

Su'Jjcct : 

TREASURY DEPARTMENT 

INTER OPFIC. CONWUNICATION 

Secret~a y r s enthau 

Ur . Haa. 

Buaine s and p rice re search ~roGrnm 

292 

I no cubc1ttin~ here~ith a eumnnry or our r esearch pro­
-~-M on co~"odity p r ices and business. As you know, this i s 
' ~o l'"r.l ,-;hlcb w1ll requi re some t i oe to wor£ out s i nce it 
c•l. . or ~- wrent dee~ of original research , a nd s lnc e ex~en-
1•:~> c"'.l c!W.rtlons :>re involved in crrryln;; the studies back 
;• •• onth~ end by ind i vidueJ. 1ndustr1ce over n 10- to 15-yea.r 
·-~O·I · I t is !)Ossi i>le tl>:.t ctui clt etua1cs could oe r o!'ked 

ou· t .••t •::oulc1 be of some vnlue , but to c;et r>t the t'undament alo 
of , ueiness Md price s, '1hich we conceive to be the obj ect or 

.cc ro..;r~l , d eeper a nd more ca r eful research l s necessary . 

Ao e~ch section of t he pro~r~m becomes f nr enou~h ad­
vnuced to shovt sig nif i c ant r esults "10 will present the r esults 
ln chl'rt form for your evalua tion. You have already seen the' 
coc.l">let1on or one section o! t he pro..,rr.m in our co.lcula tion 
of nn index or basic demand, whlch •>romi ses to be of cons i der­
·cle value i n measur1n6 the extent to which p roduction a t a 
lvcn t i me i s out of l i ne wi th denand. The r.mrtial colli'Oletl on 

of -,nother sec';ion i s reores ented 1n our 1•el ;,.hted lndex of ne\7 
O:<.c;•c in dOllar values, • :7h1Ch •Je hnVI' or.OI7n " in Clutrt fOr:! by 
~n.:.u,try .,rou.,e and in total . ile e.re nOI? \70:'k1ng on a further 
:.,·:~lo">.Jcnt oi' thi s l nde>: to e':!)rees 1t ln t cr:ns of physi cal 
voluce ~ whi ch would relRte it core directly to the level of 
~nduc:rial production. 

Our 1•esearch 'Qro<;r run is divided into t 110 p<t~s : (1) That 
c~n~crned wi th buslnee s activity , and ( 2 ) that concerned r:1 th 
co ' 0 1Hy ')rices . 

(1) Business r esearch nrogrnm 

(~) 3naic demand index 

Our r Psee.roh p rog r am on bu s iness actl vity 11ao lai d out 
•:•er dec i d ing what n ero the critical poi nt s in the bus1~:ss 
rys~"!';l on wh1ch infor ma t i on was needed for de t er:nlning t 
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current state of business and predicting i ts future trend, 
S1nce busineos act i vity 1n the long run depends u~on the level 
of consumer decand, our first t ask was t o develop· a method of 
:..eeauring th1e demand, Tl".1s would enable us to know at any 
!;1·;cn t1oe 'llhether, and to what extent, business activity was 
running a')ove or below the level o1' deiiiB.T.o, llo such index 
belng available , it was necessary to develop original studies 
by i ndustries to provide the bae1e for such an index. 

'.'Oor k on t his section has been completed, exceot fo1• pos­
tl'.>le r evisions. Indexes of 1 basio decand1 hnve been coto~niled 
!~r each of 13 leading industri es, and these have been com­
Un··C. l nto a weighted general index. This is expected to 
· rovide a practical method of determining where business 
s~!\nds in rel ut1on to demand, and to serve ae a warning when 
lt i c Je t t ing out of line in either direction, It is not 
i~tended to i nd1cete the time of a turn. 

(b) ::":: orders index 

Before consumer .demand ce.n a f fect business 1t :nu~t be 
ru!lectcd in now orders on the boolts of industrial concerns, 
::n· order s data have been avaUable in confide11tial renorte 

,,(; l n ?Ubliched form, but no means was available for com­
.lnln~ t!le • to 6how their actual relationship t o business 
ct~vtty . The second section or our researo~ progr am was 

~~;erefore to work out a "sighted inde7. of new orders. This 
~·s been parti ally completed. We have worked out indexes, 
on ~ doll ar value basts, for ei ght industrial groups and com­
bi ned. We are now working to develop such an index in terms 
of n:w sical quantities , which would be more closely related 
to business activity. 

Since working out our index of new orders, re have noted 
ti·.:.t ot hers engaged in developing methods of business tore­
c~~t1ng have been i mpressed wi th the need for such an index, 
·.:esley C. Jl1 tohell i n the l!ay 2g Bullet! n of the National 
E·~nru ot Economtc' Researob, makes the fol lowing oou.ment: 

1 Perhaps the ~Qat promising thing that might 
be done along these lines is to start with the hy­
ootheeis that t he new orders placed today will be 
t he output of tomorrow, and t hat a forecasting in­
dex might therefore be made by oombinin& reports 
on orders ir. many lines of business, iuoluding 
also contracts tor construction. In analyzing tiffie 
series we have found the rough rule t o hold, that 
orders for commodit i es and construction contracts 
make oyol1oal upturns and downturns before oorre­
suonding reference dates for revivals and reces­
sions. • 
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A writer on business and st ook market foreoo.sting on the 
atR!f ot Barron ' s Weekly has the following to any on the 
deslrabtlity of such an index in the May 30 issue of t his 
'lUbliontion : 

"An ideal business index for speculative 
buidanoe would be one that registered the volume 
of fo rward buying. Such a type of ·statistionl 
reoor~ wo~d portray with what r apidity the t i de 
of business was flowing , as measured by manutao­
tw•ing needs for actual sales requi rements, and it 
woul d at the same t 1tte tell whethe1• inventories 
were inadequate or excessive . If a com'lrehensive 
index of forward buying were obtainable· and this 
is not yet evolved because of t he reluctance of 
individual businesses to di sclose trade secrets , 
then the world at large could have prompt ltnowled;;e 
of t he effect of sales volume on inventories , the 
fluotuntlons of 'iihioh pl ay so big a part in earning 
novrer . " 

(c) Indexna of unfilled orders and i nventories . 

In o.ddition to new orders, two other i mnortant factors 
rt:ect the trend of industrial produc t ion : (l) rhe amount 
or ~~filled orders on manufacturers ' books , and (2) the 
;tool: s of 1'1n1shed goo-is in the banda of manuf acturers . 
Stnt1stioal data on these subJects are very i rJperfect. We 
:e t>O:.'lting, however, on the development of an ind~x of un­

!'ll!ed or ders , and we think it may also be oossible to work 
" so:~e t::easure of manufacturers 1 stocks. 

It will next be nece ssary to determine t he relative 
•:1!'' ~"nee of nen orders, unfilled orders, a nd inventories 
on ~nduatrial production, i n order t o use t he indexes most 
ef!'ect1vely in predicting business trends. We have done 
co::~e oreliminary woi'k i n measuring their relative infiuence 
on nroduct1on in the steel industry. 

(d) Sennrate industry studies . 

The studies previously mentioned l~ve been des~gned 
for anticipating trends in busines s activity as a wnole, 
t~ough they supply a considerabl e aMOunt of information for 
nn:>.l;,rzing ind1 Vidual i ndustries. A further par t of our pr o­
.. :rlll!l is directed t oward studying trends i n individual 
industries, since these ~y at times give a more 1cport ant 
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clue than the aggregate figures as t o the outlook tor busi­
ness . l~e have beon parti cularly im;pressed with the individual 
i~oortQnce ot suoh industri es as those represented by steel 
autor.tob1los, const1•uction, textiles, and the railroads and' 
hnve gi ven these oonsi der ablo attention in our research progr am. 

(e) Regional business studi es . 

A turn i n the business trend treouently becomes anoarent 
!~one section of the country. before it annears 1n the. com­
~osite data. In the 1933 r ecovery, tor exOmple, business in 
t:te South began to improve while other districts were still 
cen:-e s&ec!. We have therefore taken as part of our oro gram 
the st·~c!y of r egional business trends. Charts have" been pre­
~PL showing weekly trends i n steel activity by steel d1s­
~r1cts; conthly trends by census d1striote tor such data a s 
autcLtCbile r egistrations, f arm 1ncones, and construction 
ntnrds ; and department store sales by Federal Reserve dis­
tricts . 

"!/hen these various projects have been completed, our 
oqu1~ment f or forecasting business should be vastly i mproved. 
Cur weak point will probably lie 1n predicting t he trend of 
new orders, especially at times when unfilled orders are low, 
end npw orders are cons equently a more i~portant business 
factor. For t his purpose our research progr am on oocmodity 
-rices may be usef ul , si nce price trends for sensi t ive com-
~~ 1t 1es are a strong influence in stimulating industrial 

b'.~; i:l!;. 

(2) Co~od1ty price orogram 

T'te objects of our research on oo:-o.cod1 ty prices ere : 
(1) To deter mi ne the rel ative i mportance of su~plies , con­
SUIJ'l' dei:IMd and monetary factors on coer.todity prices , in 
o:'<;er that the effect of changes in any one ot the factors 
J:~E.;r be estimated; (2) to detect indications ot 1ntla­
t•onr~y or deflationary intluencoe in the commoditY price 
str ucture; (3) t o esti~~te t he probable ef f ectiveness ?f 
control measures agai nst either inflation or deflation, 
(4) t o moneuro t he effect of foreign influences on the 
n:•ice etruoture. 

In t he field of commodity prices , ver y little informa­
tion hns been available that would enable one to forecast 
tren's i n the general price level over short periods of 
scver nl years or lese , except as they may be exoected to e 
fellow t rends i n business activity. Practicad1lly ~ldpr~~her 
research work ot economists to ~ate has been reo e e 
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~~-·~f exnln1n1ng t he broad ewins s of nr1ces re sulttns f r om 
_ol ' SU'l"'>lle s or other monetery factors, r:h1c h ts of 11 ttle 
···'~e for our 1r.:med1a te purposes , or toward enla1n1ng move­
.rn s in nr1ccs of indi vidua l cor.nodit1e s nssumtn- c e r tain 
t ·•n•'• l n tho gene r a l price l Pvel. These ' again ar~ of little 
·:· l·1r to uo , s ince the genera~. price l e vel 1a the thin g we 
·. rn~ -;o i'oreorst . 

·;;. r:ere thus confr onted w1 th the t asl: of worl~1ng out 
·- ' 1n• l r ... t!1ods for f or !'cas t!n;-; " :-toe trends over r el a ­
~~·;rl ;: ~· o<•'; ..,er1o l s , such as "oul d serve our onjcr nur...,oe"s 
-~ _•t o :in 3 bus1n9ss ~rends, est1~.t1n~ revenuPs , and 
.. ~·c · ·· t' :1_ cf!'e c ts of ::10netnr y t)Ol1o1es . 

·;n •:~ vc tr>lten n s our f irst tas': t hat of 1sol :ot1ng the 
...... ·• ~c-t ot the ::lonet&.rz: factor on or1ces tro· the 1nflu­

~,.. ) .. w\·~.,, ~: anc! der.:.an - . ! ~os t or ,ur ro!" ec.rc!-1 ·;rc r k 0!1 

c: '1 ':;· nr1ces hc.s been concentr ate<! on tllis .,reJect . 
: . , ' • e tns·: i s ad!ll1 t t ec11:r a d1 1't'1o•llt one , ou.:- results so 

;• · ,• vc been encouragin.;. If we Cl\..'1 const r uct an • tndex of 
· ~r.e : :•;1 influence" i t will .,rov1de n bcsl c ser ies of f unda­

.c~.t l t mortMce tn fo::-ecs.stlnc pr 1oe trend a , and vihlct wlll 
·nl·•·c r s o. tnet~ eure of infl~.tionflry or defla t1ono.r:r influences 
• ~ v.~ ">rloe syste . • 

~h~ development of such an index reou1res wor:, 1ng out 
' · rr.te n r1ce s tudies for a cons i der able number of 1nd1 v!d-

. ' c-:.:-·~o" 1t 1 es , deterru.ntng f or each connod1 ty t he i nfluence 
· ;' S'J, 1;: factors , demand f actors , and monE-tar y fa c tors , t.nd 
~- · ~ !r. t h e individual nrioe fluotuat•ons indicated a s due 
·~ .. ~!'l•·;r.r:· factors into a COl:l'lOSite i ndeX. '.ie have t!Uen 
: ~ ·r?u'l of )0 sensitive c?~•od1t1cs 1nclud~d 1r. the 9 . L. S. 
· -:=f l ve ,.,rice 1r.dex c.s t he b acia for t >ua , rojPct , e."'C. !\eve 
,_.··r ont studi es for t !lc majority of these co!1t:0<'.1t1es lrl.th 
~.· or less succe ss. I n a num=>er of oases ne h.l.ve been 

· .. ~.! lev·, "d by tr.e.deouate ~ tatist!cs . 

~ho offccto of t he usul:l'l sun- ly o.."'d demo.nd fflC t ors on 
l'lces , 1nclud1nz s ue t factors as stocks of ooDL'10d l t1e s , 

' ·•''Jst:rial a.emand e xnort de!!'.an~ , etc ., will have been de­
tct•nin~>d i n worlt1n~; uo the •.rt' 1v1dual oo:ttno•'\1 ty stud.tatL 
·:r~.c · t'·.r:c wi ll helo one to a void the mi stake of attributing 
~IJ l.!'l:lc.t lon influences a rise i n n :rtoes due to heav y indus-
.·.:. .l ... err.~~.nd nnd small s uppltcn , as thnt 1n the winter and 

• ··• n or 1936- 37. 
The index of the ef fect of monetary influences, w:.en 

• L r.or':ed up , will be used as the bas1s for an anaJ.ys1s 

296 

Regraded Uclassified



l 

secretary !:Orgenthau - 6 

of how such factors as monetary policies, volume ot credit , 
rorel gn influences, eto., affect t he general price level . 
s~ch nn analysis is greatly needed as a gui de i n f ormulat­
lnb business and price control pol icies. It should be of 
asEl stance when the time comes to make the shift f rom 
Government spending to private spendi ng, and at such times 
115 Qonete.ry and credit restriction may be needed to prevent 
undue TJrioe rises. 
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TREASURY DEPARTMENT 

INTP OFP1CC CONWUNICATION 

.... June 6, '193S 

TO Secret ary Morgenthau 

Mr. i'lhite 

Subject: The Hai t ian situat i on 

1 . f.a l t i 1s in a serious econowic deor es sion now: 

2. 

( e) The prices or 1ts expor t pr oducts -- psrticu1arl y 
ccffe~«Ve fallen severely. Pe~ sants have been re­
fue! "lg ·tc.~ell coffee at the lo¥1 prices prevailing. 

(b) Revenue receipt s ~ave fallen by 19 percent in the 
six months ending l'erch l93S cowoo r ed 111 th the same 
period or the previous yea r . 

(c) P.aiti has been losing f orei gn e7change . The b8lanoe • 
of trede , wh i ch i s nomina lly f avor able , has turned she r uly 
unfavor able . For t he six months ending March 193S Hai t i 
h~d a n unfavorable balance or t rade of 3.2 mill i on gourdes 
(l gourde . 20 cents) compc r ed wi t h P favorpble balance 
of 4. 7 milli on gourdes i n the sa~e period or t he prpvious 
ye~r . Trea sury deposits in t he United States fell from 
1 . 2 mi lli on gourdes t o . 7 mill i on gourdes. 

(d) ~~ile her f oreign exchPnfe reserv~s have declined, 
•he GovP. rnment has sharply increased loPns. Extens i on 
or Govern~ent credits increased f rom 100, 000 t o 1, 250, 000 
10urdes ln the six months endinf ·~reb 1938. 

::e 1 tlan rore1r bonds whi ch r·e re at> lllng above P"r i n 1937 
no7' seli t o r _ 2. 

She bee not yet defaulte1 on hPr f orei gn debt service 
eo fa r as we know, but Ahe probiJ.bly will be soon for ced t o 
do so unless t he situat i on changee . 

>. Unle es Hal t 1 gets e substantial foreign loen Ehe will h.'ive 
Eo: 

(a) Depreciate her exchan£e 

o r 

(b) s~rply restrict her i mports and increase her exports. 
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~ . 

Over lu:.lf Ha1 tian imports come from the Un1 t ed Sta tea. 
In 1937 we eold her a bout $5 million, and bought only 
.~2t ro1111on from her. Depreciation of the gourde, or fu r­
ther reetrict1ona on her i mports will curte.il our PYports 
to Hn1 t L 

P.P itian chances or increosin~ her coffee exports quickly 
enouHh to correct the aituat on without assistance are 
siie t. 

Si'.e lost her c!11e r cc.rket for her principal export 
.:hen France renounced its agr'!PlltH:t •i th her. France 
!or~e rly bought 65 to 70 percent or Haitian coffee ex­
oorte , but 1n 1936 Fr ance renounced l ts agreement ri t h 
raltl, and nor buye less then 10 percent of the exports. 
"!'houf)l t he United States has aubstsntif\lly i ncreased her 
purc:hllsee of co ffee from Hattl , du.rln@ tl:e paet two yea rs 
ehe has far~e · up to Haiti f or ~~ e loss or the Frer.ch 
.u.g r ;..et. . ~ 

Cnn Haiti ~rep tly incre• se her sB.les of coffee to the 
unite a Sta e s? 

There is no imnort duty on he r coffee . Furthermore 
price factvr is already ln her favor , but has not yet 
r esul ted 1n sufficiently incr• Peed urchn£es by Americans. 
Therefore i ncreased J:Urc:u.Hs by t he United States must 
be obteined t hrough improve~ent in quality, and sales 
proa:otion. The ee are s l o,., proc e sees. 

~Pl ti may be able t o i mprove her ncelttcn in the yea rs to 
co~ 6 rester dlvers!fication o~ ner export crops -­
part cul nrly bananas, c&ceo, s ea, auge r an . co. on. 

She al r eady bas had eo~e success ln this diversifi­
co.t i on pr ogram . 

' 
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June 6, 193g. 300 'tJ\t\ 

Re: Th1e morning's conference on Chinese and Haitian loans. 

(It was my impression that the State Department was con­
cerned solely with finding arguments against the Chinese loan 
proposal. Were they as eager t o find arguments in ravor or a 
solution or the d1ft1cult1es they could, I suspect , have reaohed 
a position or approval without exerting themselves over much.) 

l. \Vlth respect to the possible violation or the Hague 
Convention: -

(The following are questions or international law on which 
expert opinion ls necessary. They occur to me as questions 
that merit 1.ndependent consideration before acoepti.ng the 
State Department's views.) 

(a) Can the Hague Convention apply unless a state or war is 
reoogn1~ed by the President? Can Japan object that 1t 1s a 
violat i on or the Hague treaty s1noe she has not declared wart 

(b) Japan has violated the Hague Convention (es well as other 
treaties). The State Department publicly so stated. Is 
Japan, theretore, entitled to the protection which the Con­
vention presumably 1s supposed to y1eld7 

(c) The Export-Import Bank extended a loan to Italy on 
January 20, 1937: Italian troops were then and still are 
engaged 1n paoif1cat1on ot a foreign nation (Abyssinia) 
which we still recogn1~e as an independent power. Italy 
was engaged ln war with Abyssinia i n t he same sense in 
which Japan is engaged in war with Chi.na (neither Italy 
nor Japan have declared war) yet the loan was made. Is 
this an adequate precedentt 

(d) The Le~e ot Nations on May 14, 193g, passed a resolu­
tion wh1oh iearnestly urges the League members to do their 
utmost to give errect ·to the recommendations contained 1n 
the previ ous Assembly freoommendat1one to assist Ch1"!7 and 
to take into serious, sympathetic consideration the requests 
they may receive trom the Chinese Government 1n oontorm1ty 
with the said resolution• . Does the League or Nations' 
action have any bearing on the present status or the Hague 
Convention as 1t applies to Japant 

(e) It an Export-Import Bank loan to China (tor relief pur­
poses) 1s regarded by the State Department as a possi ble 
violat i on ot the Hague Convention on the grounds that 1t 
is an unneutral act, could not the same be said or a 
$50 or $100 1111111on Government gltt via the Red Cross to 
Chlnat 
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2 . Should the same loan privilege be extended to Japan? 

(a) The oh1e! economic objective or the loan is to 
sell some o r our surplus raw materials and to raise 
the prioe or t hose materials. Sale or !lour, cotton 
goods, eto. to China would repre~en t a net increase in 
world sales . The Chinese people would oe-able to buy 
goods which they otherwise could not. 

In the case o! Japan t he s itua tion is different. 
There it mi ght well mean merely replacing cthPr i moorte 
or making it possible tor Japan to increase her export s 
in order to get the gr eatly needed exchange. I! a sale 
to Japan of f lour, rice, and cotton goode, etc. on 
ccedit is contemplated, it would seem that a prior 
l engt hy and careful investigation, possibly by a com­
mission, wi ll be necessary to determine the ulti mate 
des t i na tion o! the goode or of goods which they may 
repl ace . In the case of China no cuch doubt exists 
and the loan could go for ward at once. 

One of the conditione of the loan could easily be 
that an Ame r i can oo~mies1on would supervise the distri­
bution and uee of those products so as to make sure 
t hey were coneumed' by the Chinese people who are in 
need o f further food and clothing, etc. 

(b) How woul d the American publ1o reaot to a loan to 
Japan , in view of the !act t hat such a loan would be: 

(1') An indication of our lack of disapproval of 

J apan ' s actions ; 

(2 ') A definite contribut i on t o Japan's ability 
to conduct a more effective war against China. 

301 

Jus t where do our long run international political and 
economic interests lie -- with a victorious and strengt h­
ened China, or with a vic t orious and strengthened J apan? 
Just where do the sympathies of t he bulk or Amerloan 
people r est -- with the Japanese invaders or the i nnocent 

Chinese populace' 

3. Resentment o f J apan . 

(a) The suggestion that a Red Cross gift be substi tuted 
tor t he proposed loan bas cuch the appearanoe o! an excuse 
tor doing nothi.ng or doing extremely l i ttl e. Were Congreee 
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to consi de r an appropriation for relief to China it i s 
ex tremely doubtful whether the amoun t they would' contribute 
would be more than $5 or $10 m1ll1cn. Certainly it wo•J ld 
be fa r from the amount contemplated by t he loan. The re­
fore , even were t he attempt successful, the amount given 
v:ou l d be of insi gnificant a ssistance to the sur plus crop 
problem. 

(b) If the proposed loan to Chlna woul d be r esented by 
the Ja~ nese Government,to t he extent tha t t he letter 
would declar e wa r on Chine, may the sa~e not be true or 
n re l ief girt to Chine via t he Red Cross lf t~e gift in­
volves any ler ge sum? Could a loan to Chins such a s is 
conte mpl ated be the decisive rector l n sha pi ng Japan ' s 
~ollcy ~lth respect to declsratlon of wr r on Chlnst 

l :;f n t he Exoort- I m'Oort Bank make t he l oan? 

Tills l e , or course, a. legal question. If th; Export­
Jttnor t Sank can legally extend o loan only l f 1t regards 
such t1 loan as bea r i ng "s rps s nnblo rlslt" , does t l:n t rule 
~u t f ' loon t o China? 

'.'.1te n •vfl ~IPde t he grant of a !>50 million l oan to China 
1n 19)1, China : 

(a) Was eneaged i n a wi despread clvll v·pr; 

(b) The contro l of t r.e Central Governt~Pn t over t he re­
::ainder of Chi na was confined t o e re .. · provinces; 

( c) Japan had just started t o t ake over • anchuris, and 

(d) China was on the ve r ge o f e severe dcpreeeicn. 

The s1 t uat i on now i e t ha t China t oday hs.s e better oppor­
~unlty t o emerge a s a. people r ith 1nternation~l independence, 
frt"' f r•om J apane se dom1Mtion and f r Ee trotu ci vil war tl:an ap­
pe• red at any time in the last fifte en years . 

tionett eless it is o~vioue t hat t he risk is gr ea t - - bu t 

s~ 13 t r e prize . 

s. Wo•J ld the loan be a. sound investment t or t he Un i ted States 

to :DE' lie? 

(a) It 1e not unreasonable t o expect China to pa; back the 
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loan -- or at least a substantial part or it -- during the 
next ten years. 

(11 ) There i e reasonable expectation that Japan will 
sooner or later have to come to t erms with China, 
leavi ng an independent China highly centralized with 
at least a large part or its present resources and 
population. It is not at all impossible that Japan 
may be forced to leave China in a stronger position 
than she was in 1936. 

(2') China' s gratitude !or aid in her present struggle 
would insure sincere a ttempts at repayments when her 
situation perotte. 

(31 ) After the war China will be greatly in need or 
additi onal loans and will attempt to preserve her 
credit. 

(b) There are economic advantages that must be weighed 
against the possi ble lose i! t he loan is not repaid. The 
value or our wheat and cotton crop will rise as a conse­
quence or the sale. The increased value may amount to as 
muoh as the total loan. But the increased value o! the 
various orope is only a small part or the benefi ts to 
recovery likely as a consequence or a rise in the pri ce or 
those crops. 

(c) Even i! China defaults completely on the l oan, the lose 
is rar lees than the money value or the loan. The most 
we could lose is wheat and cotton which, i n effect, we do not 
and will not have. ParadoXical ae this may sound, it is 
nevertheless true because unless our surplus is reduced 
the reetrictione imposed on next year'e plants w1ll be 
greater because o! thls year's surplus crop. The alterna­
tive to the export or the crop i s lower crop prices this 
year and more i dle hands and idle lands next year. 

6. Does Ohlna want the loan' 

Even i! China doesn't wish t o borrow the whole amount, she 
could make the same arrangements ao she made in 1932. 

It may be that transportation may constitute an insuperable 
barrier to the purchase o! American !lour and cotton, but it 
would seem that is a question which China alone can answer. 
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•••• .7'11ne 6, 19)8 

Proposals (1) to lllllte a loan to Ohinll fer the 

purpoae of pur9haB1~ agricultural eurplua 0011-

modi t1ee, and ( 2) to 1lllprove the eoonoll1o e1 tua tion 

1n Haiti 

Secretary Korgenthau; Secretary Wallace; Swaner 

Welles, Under Seoretar,r of State; Dr. 1e1e loonoll1o 

Ad'Vlaar, State Department; Xr. Tarlor; Xr.'011phant· 

Xr. 1fh1te; and Xr. Baas 
' 

Seoretar;y Korgenthau opened the meeting b7 ear1Dg the 

purpose of the oonterenoe was to trade Ha1 t1 tor Oh1na. 

Xr. Welles stated that Seoretar.r Hull diacueaed with h1a 

the propoa1t1on of a loan be1ng 111.de to Ch1na tor the purpose 

or exporting agricultural surplus oommoditiea and that the 

Seereta.r;y of State had arrived at no final oPlnion w1 th regard 

to the matter aa ret. He said that teobn1oallT it was true 

no s tate of war existed between China and Japan, but neTerthe­

l eaa there were aanr ooapl1oat1ng factors and poi nte wh1oh 

needed further investigation. The Hague Convention! tor 

example, of which the United St ates 1e a part)', def nee aa 

an unneutral act the 111Ak11l6 of a loan b:r one Government to 

another Government which 1e engaged 1n war. 

Seoretar.r Wallace pointed out that as the Hague Convention 

1a or long standing we 1111et have 'Violated it 1n the last great 

War. 

Xr. Welles stated that the United States Government d14n1 t 

loan mone7 to the belligerents 1n the World War until it was 

a participant i n the War. 

Secretary Korgentbau aelted bow, if there waa not 

teohnioallr a state of war, would 1t be possi ble to aake 

the Hague Treatr applT 1n the present e1 tuat1on. 

Xr. Wellee replied the t whether or not teohnioallT Oh1na 

&lld Japan are at war, practioallT a state of war ex1ate. Japan 
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without queeti on would make vigorous proteeta to thie Gov­
ernment it a loan were made to China tor the purpose ot 
purohaeing agricultural aurplueee . He went on to 8&7 that 
although J apan hae not tor.all7 declared war th1e .ave 
might be eutt1o1ent. to .0 her do eo. Aao.,g other 
complication~ whioh have bome up in diacuseion 1n the 
State Department, he eaid, was the tact that the onl7 W&f 
the oommodi ties could be taken b7 China was via the Hong 
Kong route, and 1t this were used Japanese aight bloolt the 
Hong :Xong entrance. In that oa•!, the only other available 
t rade route into Ohina would be linrough French Indo-Ohina, 
an overland route. The coat ot transportation over thie 
route would be var;r high. He continued by saying that 
consideration had been given to the euggeetion ot offering 
the same propos! tion to China and to Japan. In that oaae, 
1t the Japanese accepted the proposal and bought cotton 
gray goode, tor exaaple at reduced prices, it would 
advereel7 attect the united State• as the Japanese aight 
utilize the low priced gra:r goode for domeatio oonauaption 
and sell their own cotton goode in the world aarkete in 
competition with products ot American cotton manufacturers. 

Kr. Welles stated that the State Department group was 
also considering a euggest1on that the Red Cross, through 
Congressional authorization, be permitted to buy the 
American agricultural surplus OOIIJIIOdit1ea and distribute 
them in the distressed Orient. fbie authorityL he 
pointed out , mi ght be included in the present Heoover;r 
Bill. 

Beoretar;r Korgenthau said he didn 1 t think that kind 
or oropoaal would be acceptable to Congress , in v1 ew or 
the. needa ot the ~ple 1n the United States; that he 
wouldn't recommend $1 ot the $31- billion Recovery Bill be 
used to give wheat to China. 

Becretar;r Wallace added that he didn 1 t think auoh a 
proposal would be passed b7 Congress 1n any oaee. 

Kr. Welles suggested that the processing ot the 
surplus oo1111110d1tiea, b7 giving some employment, would 
remove a certain amount or obJection. 

Seoretar;r Korgenthau said the President and Secretary 
Hull would have to aalte the deoidon ae to what to do. 
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Kr. Welle• then wnt on to point out eo• adcU.tional. 
dittioul ties which 11&7 ariee. Japan would probabl 
maintain that Oh1na wae ue1ng the ~~~aterial to eup 7rt the 
milit&rT operation• . po 

Beoret&rT Wallaoe pointed out that a etipulat1on 
could be made requiring that the produot. were to be ueed 
tor that part ot the population not involved in .tlit&rT 
operat1one. 

30S 

Kr. 'ra7lor ea1d be thought the onl7 eolution ot the 
problem wae to go to Congreae and get authorization to llalte 
thie loan. U action were taken throup the bport-lllport 
Bank, it would be aubjeot to ori tioia 1n thie oountrT a• 
well ae in other countr1ee. That procedure would aean 
dOill8 b7 incU.reot1on aometh11l8 tor which direct author1t7 
wae laok1ng einoe it ia obvious that China ' s orecU.t 1e 
no good, and on that bade apecitio Oo~reeaional autbor1t7 
would be neoesaarT• 

BeoretarT Wallace expressed the opinion that in the 
long run Oh1na was an adm1rable orecU. t riek. 

Kr. Welles stated the orecU. t aepeot ot the problea was 
a cU.etinot worry to him. It the eame propoai tion was ot­
tered to Ja~1 we would be oontronted w1 th this problem: 
After hav11l8 <Ueoouraged private o~itel troa go1Jl8 into 
Japan, the Oovernlllent would then be e:~ttending a orecU. t 
to Japan. 

Beoret&rT Korgenthau euggeeted the 1aportant th11l8 
t o keep 1n mind ia the 110t1vation - what we are teying to 
do , that is to get rid ot eurplue wheat and other 
agrioultur;i eurplus produote. He pointed out that one 
ot the th1nge which baa aJ.readT been done to relieve thla 
s1 tuation wae a loan b7 the Government on 7 billion baJ.ee 
ot cotton. The object ia to get eome ot the agricultural 
aurplueea consumed. 

SeoretarT Morgenthau ea1d Beoretaey Hull had mentioned 
to him that the eame otter a1ght be ~~~ade to Japan, but 
Seoreta17 Korgenthau bad pointed out to Seoret&rT Bull that 
it th1e were done the oommod1tiee involved must be oontined 
to a grioul tural eurplue produote . BeoretarT Korgenthau 
then went on to give ae an illuetra tion ot benefits to 
this oountrT that dieposing ot 100 ailllon buehela ot 
wheat m1gllt reaeonabl7 reeult 1n an 1noreaee ot 10 cents 
per bushel 1n tba reaa1n1ng wheat euppl7. 

\ 
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Beoretarr Wallace, in reeponee to Beoretal'T Korgenthaul e 
question, eaid he thought that an inoreaee ot 10 oente per 
bushel was a reaeonable e~eotation. 

Beoret&l'T Korgentbau went on to say that it IIUat be 
the President 1 a deo1aion whether or not dar1118 110vaa are 
now neoeaeary to atop the downward api ral in prices. One 
hundred a1llion buahela ot wheat taken ott th1a market 
would be a great help in the pr1oe situation. The President 
must decide whether the risk involved, 1Mlv1ft8 the •heat 
to Oh1na, ia large enough to overbalance the benetit to 
commodity pr1oea. 

Mr. Wellea auggeated tbat it 11 not known whether or 
not China would want the wheat . 

Beoretarr Morgan thau said he d1dn 1 t know whether or 
not Oh1na would be interested; that the tirat IMlVe waa to 
take the ~~attar up at the State Department: that in any 
case he would never, aa a matter ot policy, make any 
prel 1lll1nary sounding out ot China. 

Secretary lfallaoe added that th1a waa about aa tar 
aa this Oonterenoe could go. 

Secretary Korganthau stated he would l ike to explore 
the matter turther and thought it was impOrtant enough 
to devote an hour to diaouaaion. 

Beoretarr lfallaoe pointed out he· had an appointment 
at the White Houae in about titteen a1nutea and wondered 
U the group could take up the d1aouaa1on ot the Haitian 
preble~~~ . 

Dr. Feia suggested it should be ascertained what 
kind ot legislation waa necessary to place aurplue oom­
moditiee in the hande ot the Red Oro88. 

Secretary Korganthau suggested getting a Red Oroaa 
resolution tor the distribution ot aurplua commodities to 
our own people in need. 

secretary 1fallaoe pointed out that the reeolution 
m1.ght be broad enough to include the d1etr1but1on ot co­
modi ttea to the whole world where needed. 

• 
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Seoretal"1 Wallace said w1. th regard to 1he Chinese 
proposal he would be w1111Jig to gin hil proxy to 
Seoretarr Morgenthau. 

Kr. · Welles then went on to discuss the si tuet1on 
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in H41ti, po1nt1ng out that the drop 1n the pr1oe ot 
coffee and other internat1ona1 taotore had brought about 
a eomelfhat desperate eoonoa1o e1 tuet1on, and added that 
what wae needed wae a loan ot t5 ' m11lions - t3 mlllione 
in cash tor the pay~~ent of labor, and t2 lallliona tor 
the purohaee of materials. He suggested that the Haitians 
would eet up ~ kind of uoh1nel"1 deeired b7 th1e oountl"7 
to ef fect the p&Jment of eervioe ohargu on the loan. 

!Jir, Wellee• pointed out there were two al ternat1 vea 
other than a Oovemaent loan to Haiti: 

(1) 

( 2) 

A united States financial houee might make a 
loan to the Haitian Government 

A large construction compan7, tor example 
J, G, Wh1 te, might make a loan to the Ha1 han 
Government 

Along w1. th euoh a loan, the Export-Import Bank might provide 
a trade loan, the Agriculture Department might aeeiat in 
t he agricultural program, and the Bureau of Public Roada 
might assist on the road projects. 

Seoretarr Wallace mentioned that tunda available 
under Section 32 could be used to finance the sale of rice 
and flour to Haiti. 

Kr. Welle• pointed out that a loan like the one 
being considered tor China would do Haiti no good. He 
eaid further that the United' State• Government itself 
m18ht make the loan to Haiti, on the 1heol"1 ot keeping 
Germanr out of the situation! but thought probabl7 Congress 
would not provide the author zation. 

Seoretarr Morgenthau said he hed no information on 
this point as he had never d1acuseed that t1PS of loan with 
an1 of the'membere of Congrees. He felt sure that loans to 
Continental Europe were out of the queetion, but that 
Latin AMrican loans llight be different. 
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made 
have 

Seoretar.y Wallace suggested that regardless or who 
the loan the fundamental problem or repayment would 
to be resolved into the ! ora or international trade. 

Secretary Korgenthau suggested that Kr. de la Rue 
might be asked to oome up. 

Mr. Welles said that he was already here. 

Seoretar.r Wallace stated the 110st real1atio wsy or 
improving the situation tor Haiti would be to exchange 
Un1 ted States aurplue t ood products tor their export 
products or cortes and ooooa. 
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Seoretarr Korgentbau inquired 1t anrone had talked ~ ' 
w1 th the &. and P ., that ther were the largest burers or 
cortes 1n the Worla. 

Dr. Fe1s said Standard Brande who manutaoture Chase 
and Sanborn oottee were buring Haitian oottee. 

Kr. Welles, OOIIIIIIenting on Seorstarr Wallace's suggeation, 
mentioned that other oottee countries would complain and 
questioned 'llhetber it could be done under existing legisla­
tion. Be added further that i .n 8ft1 oase Bn1 ti doesn 1t need 
the surplus rood products. 

Dr. reie suggested there were three alternatives 
wh1oh might be used to improve the situation in Haiti; 

(1) The Export- Iaport Bank might make a loan ot 
$3 millions to the Haitian Government 

( 2) A private tirm might make a $3 million loan 
to the Ba1 t1an Government 

Oongresa1onal authorization might be secured 
to penal t taldllg over Ba1 t1an export product a 

seoretar.r Korgenthau, referring to tinanoial ase1stanoe 
which ml.gbt be given to Ha1t1 1 said that leg1elation might 
be sought wb1ob would pemlt 10he maldng or loans b7 the 
United states Government to govel'lllllents on the North tmer1oan 
and South .AIIerioan continents and that while he d1dn t 
know what ohance prospective ieg1elat1on t or this particular 
ourpose would haYs, be was certain 8ft1 loan• in oonneotion 
ir1 th Continental Europe would be out or the question. 
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Mr. Welles expressed the opinion that such procedure 
would aet a verr bad precedent, buet with IIIU1J' d1t­
t1cul tie e. He poi nted out the State Depart~~ent hae been 
tor soae tllle ooabat1118 propaganda which 18 being epread 
to oonvlnoe people that the United States Govemment 
has 1aper1alistio idea• with regard to Latin America. 
He t hought that aaldng Congreu tor loa.na which would be 
oontined to North Aaerloan and South American oountriee 
would provide these propa.ga.ndlete with new ma.terlal . 
'l'he aore epeoitio proposal that the Sta. te Departlllent had 
in lUnd w1 th regard to Ha.1 t1 he dldn 1 t think would be 
subject to the aame interpretation, ~at il, a public 
works program and a. widening and expanding ot the lend1118 
powers ot the Export- Import Bank. 

Seoreta.rr Korgenthau aaked it Mr. Berle had been 
1n touoh w1 th thle problem1 ae he t hought l.lr. Berle wa.e 
an expert in working out tJ.nAncing arrangeaent• ot th11 
sort. 

Dr. Fei8 8o.1d Mr. Berle knew about the problem, but 
what wa.e needed here was a source or tunds. 

Secreta.rr lforgenthau stated he 'll'llS verr apprehensive 
ot a.pproaohl.ng private tirms with regard to extend1118 
help because he tel t it might place the Govsmaent in an 
emba.rra.8sing si tua.tion later on; and that he had alwa.:rs 
steered a.wa.r trom such a polior. 

Mr. Welles explained he had 1n mind merel:r making 
·rrang~ents t or the Haitian representative to contact 
pri Til te tirms 

1 
but making it Terf clear that the Govern­

ment took no reeponsib1litr whatsoever. 

Seoretarr lal.orgenthau suggested that what ia needed 
1a tor the President to decide whether or not the Ha1 t1an 
situation ie oritioal or serious enough in view ot the 
interest• ot the United States involved t or h1ll t o 
designate someone t o work out a • el ution and oarrr it 
through even it aoae rlskB were entailed. He recalled 
that in 1933 the President telt the continued decline 
on oommod1 t:r pri ce a was 80 ser1oue that we ahofd ~~ 
801118 ohanoee and au1.111111 ria~ and on thath~: !o~d e 
the Seoretarr to oarrr thro a prograa w 
meet t h e eituation; this waet1done~.~ :~=~~war­
oo1nted out that there are •• 
rants taking ooneldereble riske . 
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Kr. Welles said that we would like to take c ~ 
this situation wh1eh was really a small situationaf! ~te 1~ 
but felt he didn ' t want ita solution to Jeopardize any e ' 
large policy which was fundamentally more important to 
the United States. 

Secretary Korgen thau suggested tba t th1e small ai tua­
tion it let go may later on ~oroe a change in the so-called 
large policy and necessitate the making o~ loans to Latin 
.America. 

l!r. Welles said he hoped thil would not come true 
~or he ~elt that extension o~ credit rarely 11ade ~r1.enda 
because i t placed the loarUng countey 1n a creditor 
position and developed all the friction usually existing 
between oredi tor and debtor. 

Dr. Feie suggested that one o~ the best ways to 
hnndle t he Rai tian situation would be to buy their products, 

Secretary Korgenthau indicated it would be out o~ the 
ques tion to ueil the relie~ money to buy Hal tilll1 coffee. He 
added, however, that he would be delighted to listen to 
llr. t!e la Rue along w1 th Dr. Feis . 

Kr. Taylor eald he thought the underlying legislation 
was brand enough to acoomplish whnt was wanted, and all 
that was necessary was to show that the loan woulcl. assist 
i .n the export of American products. 

Kr. Welles, coming back to the Cbinese situation, 
expressed the opinion that the proposal got down to about 
two al ternat1 vee - that o~ making the same proposi tion to 
both Oh1na and Japan or l egial.ation proViding t or purohnaee 
ot agri cultural surplus commodities by the Red Cross, which, 
in turn might distribute them i n Cbinn . He said Secretal')' 
Hull wo:U.d get 1n toueh with Secretary Korgenthau as soon 
ns he arrives at a final opinion wit h regard to the matter, 
and added that that would be tomorrow. 

Regraded Uclassified



' 312. 
.Tune 6, 1938. 

!lZJORANDUII FOR THE llEC:tE'l'ARr'S PILES: 

At the end of: !.larch and the beg1nn1~ or April, 19.38, the Secre­
tory of the Treasury arranged through tho Spo.ninh Ambassador f or t he 
pw·c:h~ae of five million ounces of Spo.ni.sh silver. 

On ~ln,)r 26 t he Legal Division was advised for the first time of 
t•1ese orrange018nts and was asked to pasn upon tho instructions thot the 
'1':-c~aucy should receive from the Spanish Ambassador rele.tive to the 
!'1\Y~ent for the silver . I t was then for the !'irat time t hot t he Legal 
Divis ion was eneblod to examine t he f ile in this case. 

It becane apparent that certein di!'ri culties ai.ght ariae by reason 
o·· tho m nner in which t he papers had been drafted, and on Illy 27 
'!.·:.sr J . Taylor, Dietrich and Bernstein drafted so::e instructions ;elating 
to >o,:ment for t he s ilver. llr. Ber nstein cleared these instructions 
over t!\o telephone wi t h 1lr . Hackworth of the Steto Dcpo.rtamt. Pursuant 
to t he GUf:Sca tion of !.lr. T~lor, !.lr . Bernstein subl!litt ed such instructions 
to t'>e Spo.nieh Embassy am t he Ambassador en:.odied t hese instructio~.a 
111 t ho form of a letter dated lln,)r 27 , 1?• 8, addressed' t o the Federal 
ReaP ve llru1k of New York as fiscel agent of tho Unit ed l:ltates and signed 
1:1,· tho :::pani oh Ambaasador . The originsl of thi s letter was forwarded 
to tho l•'oderal Reserve Ban.'< by the Tre~~sucy in n letter dated ~!al' 27, 
l9?1, t oget her with certein 1ns t ruct i onn ror ~mont . 

On Monday 
1 
~ .30, the laW",;ers !'or t he Federal Reserve Bo.nk colll­

::nuicated with llr . Oliphont and advised him ot tbe arrival of tne s ilver 
'nd tho receipt of cables illliicating an edverae cla1111 in the silver . It 
~a decided tlvl t f or tho time £1ng t be l'eder&l l!ese rve Baa1< should not 

rc">Ovo t ho su .... r f roo the boat . 

On ~ J l r.:oasrs . Oli~nt and BerMtoin cont1Jiued their consi­
der a tion or t he case and discussed the mtter ~urther with t he peopl e 
at the Federal Reserve Bank and with llr. Tqlor. On that ""'rning a 
con'erenco was held 1n the Secretary ' • off ice a ttended by the Secretel7 
•nd llcsars . Tqlor , Oliphant and Bernstein. llr . OJ.iphaot steted the 
i usues involved and pointed out the alternative wqs o:' proceeding. One 
~terna tive was t o pr oceed wi th the contract that had been entered into . 
'l'hls \<Ould involve the Government in possible liAbilities since there 
~tore adverso claims to the sUver. The other alternative was t o r efuse 
to !lilY for t ho s ilver until Spain blld cleared up i ts title to it: To 
roUow t ho latter course would l essen t he poasibili1<1 of a~ douul e 
lllibUit-J on the part of the Government, but would prevent us fro!l givifl! 
tl>e tlesired aid in the t'Wltter . The Secretary recO(lniaed the ex i s tence 
o• possibl e l1ebU1t1es if the Treasury went thrOugh with tbe arrangement, 
~~t e~sized the fact thot the President of the United State3 a~ the 
' ecr atacy or the Treaauzy bad the right to rel.Y upon the representations 
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o! the Spaniah Ambassador . The Secretary clacicled t hat the Depe.rt.ent 
would go through with the arra.nge~~~&nt ancl accept the silnr encl <.lake pa.y­
t!ent t herefor as requested b.Y the Spenieh Ambaaeaclor. llesars . Taylor 
and Oliphant concurred in tb.ie eonc>lUIIion. HoweYer , Mr. Oliphant pointed 
out to the Secretary that t ha Legal Division bad baen given no opport unit;y 
to pass on the papers constit uting t he contract , and that such papers 
containscl defects which weakenscl the Government ' s position. Tbe Secretary 
recognized this situati on and saicl that hereeft or the papers would clear 
through the Legal UiTision. It was also decided at this conference that 
the sil'ror would be I!IOYed directq f roo the docks to t he Aasey Office ancl 
hold there and not be IDOVed at this time to aru ref ining cOIIJl&IIl' . After 
the conference instructions were issued to the Federal ReserTe Be.nk and 
the Asoq Office in New York to DDYe the oilTer as quickq as possible to 
~h· Assay Otfice. The Federal Reserve !lank was reluctant to act in this 
eatter ~mtU i t received spec.ific instruct ions froa tho TreaSU17 Depe.rtaent, 
together with a letter agreeing to inclellll1.1.f'1 thu froa l oes . A letter 
dated JUNI 2, 19.)81 confirmed the i r.structions given to the Federal Rese"e 
Bank ancl indemni.Cied theo in the Mnner agreed upon. The Federal Reserve 
Bnn!< wae also instructed to forward to the Tr<laaury for clej,iTery to the 
Spanish Ambaaeador the check tor $2, 007 , 500. 

At a conference i n the Secretary ' s oi'l'ice on June 2, the Secretary 
delivered to tho Spanish Ambassador the check 1'or G2, 007,500, together ' 
rlitb a lsttor dated that day , and alao a stote,.,ont elated June 2 , 19.)8, 
Dhowing bow the amount was arrived at . On Juno 3, 19.)8, the Amhessador 
cAMe to t ho Tronsur,r and endorsed the chock o.nd received cash f or the saae. 

At a conference on June 2 the Spanish Aobaasador indicated that hie 
eovcrnnont would like to sell an additional 5, 000,000 ounces of s ilver to 
t 'te Tr easury , and t he :;ecretary indicat ed h.is cccoptcnee and snid tbr.t tha 
• root:r papers should be prepared . On June .) the Spanish Aab!tsssdor deliv­
ered to the Treasury a reouest that the United States purcllllse 5,~,000 
Ollllcea of tha Spaniab Gov~rnaent•a aUver. On tha """' dste the :>ocret&Jy 
d&l ivercd to t he Spanish .\11oossador a lettar ajgned b.)' hia atetir~ t~e 
terms and conditions upon which he would purchase 5, 000,000 ounces o. silver. 
That l etter was prepared qy t he Legal Division with the cooperation of 
''ro&rs . Lochhead and Dietrich. The possibility of cleariq the letter wi th 
the State Department was raiaed, but i t wao timlq conclu:led thst such 

r.ould not bo necessacy . 

In t bo late afternoon of June .) the TroasW')' was advised by the t'aderal 

~eserve Bank of the decands and inquiries mde upon tbom ~ Sul ~~:";:,.~ of 

Crouwell, representi ng soll'.e per son cla~~ ~ ~ ~~~e=:is~Sullivan & 
!:ne.in . rle advised t he Federal Reserve f ed nt t he Treasury Departl!l8nt. 
Cronwell t hat such inquirieS were being ra err o 

- - ' Re ve Bank ..-as saned with a s.-ons ancl 
On J~me 4 the Fed~ 66 ntided I!!!QCO de Kspr.M T • 

coa:-laint and order to show cause in an action !txt Sunda,y , June 4 and 5, 
Fe<irrol Reom e HoM of lie! York. On Sat~ and was 1n constant telephone 
t.!te Treasury Legal DivisiOn stu:lied !::is r:eral Re•ene llan!! worlcing out a 
co.,..orsati on with the attorneys for 8 J 6 
procedure to be followed in the Court on une • / ~ • 

/t'--· . --~?. <1 
a.~.e- 6 . 
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a.or.iar7 .r tbe T1 WU'J 

ot tba lhdte4 h&wo. 

I ba.,. b .. a 1Det .... ew4 b7 llliJ' &no.--et to 4dhor 

tM tollCIIfiD& ••ea&• to 70111 

• leorotaP)' of tile t'reaOIIP)' of tllo Uet to4 11atoo. 
Tba Oo"a-Dt of ap.ia ocroo• to .. u to tbo u.u .. ·--· 
appi'Olls-tol)o 1,000,000 fS... tro7 ouMo ~ ell,.. -.4-, 
lt, oa tba w .... aJ>4 eoll41Uoeo otato4 1ll )'0111' lottor ot 
.,,.... I, 1918, wbieh wu traua1tto4 throqlo tbe lpee••• ...,...,. 
at WaohliiCtoa. Pll)'Milt tor web dhor oholl14 bo ..... -, 
ohoolt "- to tba order of tbo lpea1oh loaba .. uor 1ll WaoMectoa. • 

rorlllll4o do loo Rio• 
lpalllob loabaooedor. 

• 

Regraded Uclassified



IMretuF of tile Tnu.,. 

o r tiM United Ma\M. 

: 

I. Mft hee11 iMtr~~eW l:f' ,.- I"' ,.;-· ....... ~ W1~ 

tbe !~ .-aace to TO"' 

•s.r.taJoF or the Trc .. ,..,. or t be Dnl ted Ste...,. 

315 

Tile ao.en>Mnt ot Sp1io a,veea t o ..U to \be lltU\ed 
Stet .. •pprax1•~ 5,<Ml, OOO u .,. tro1 o- ot 
aUYWr •* liT 1\l oe tbe terDa &nd ooD<11t.1ou 1\a\ed 
l n 7<Nr letter or 1- ) , 19)8, wb.lch wu \rwllftlt.t ed 
thro~~th tbe &,>aa1ah Eiobaoq & t Wna!li rct.o... PaTaen 
ror ....., o U•er abolll4 be ud• liT check drawn to tbe 
order or to. Spa111ah Aabuoador 1o luhtrcto... • 

l nlti'lllod• JWP BB AL FD ;,CT 
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(CO P Y) 

J'1111e 51 19JS. 

Deu Sirtt 

You ba• e broUiht to • a ttention t he orcler dated J'une J , 19J S, 

of lfr , J'u~t1ce Pecora ot tba Supr.• Court or the Stat.. of llew York in 

t be cue entitled Benso dt lf!llna •· Fe4eral !!eserTe Bank or New York . 

aeJ"Ked on you on Satlll<~~,¥ , J'une 4, 19381 directing you by Ceor11 I.. 

Harri son, Walter S, Logan or Herbert H. KJ.ball t o appear 1n the 

Supreme Court of the State of !lew York e.t 10 A,ll, on llonday , June 6, 

1938, for the purpoae or taking their deposi t ions by the plsintiff with 

reference to the loce.ti on or tho chattel• refened to 1n the co~int 

in eaid ac tion acd, upon auch e%&1111nation, to produce all 1nst.._ta 

of title , bills of leding , docUJOents , recorclo , correnj)Or.dence, M80rar.da 

or papers relating to auch chattels and referring to or bearing upon 

their location. Iba coiiPlaint describes the chattale 1n the f ollowine 

l.tJic'aaltl 

1 2, JJ4 bo:u. or f lat cu es containing aUver and/or aecur1t1ea 
cooataned by :&. Actt to ReaerTe Ftdnal !lank (add 1ReaerTe 
P'tderal l!eJik' btinl defendant, the consigntt or a&id bo:o:et 
or f lat catet ) ted abipptd by SS NO~IDII which arrived 1n 
lleor York on or about ~ 30, 1938, aaid lxaea or nat caaeo 
baarille the ..rkt •F.R. B. t a.nd 1B.B. S' and n,.bora l to 

21JJ41 1ocluoi•• •" 

You have aaked tor • i .Datructiona aa to your authority to 

f 11r11iab the info....,tion requeat td and to produce the doo-nt.e, ate., 

rtftl'Nd to i n such orcltro The Depertloent baa given thia • tter aa 

careful oonaidt ration and etudy as orao poteible in the abort tt. that 

hat been • de anilahlt • 
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TIM f..Seral leHrft llalll< ot In Iorlc wu br ~ dire<:tioa actiJll 

aa t11cal qent of the 11Ditec1 Stat .. plll'luant to law (e , , ,, Section lS 

ot the P'..Seral Relel"''e .lot) in repro to 1uoh oha ttele , &1¥1 aince all 

doCUJMntl, e tc,, nlatina to 1uch chattell were irrrolYed in official 

tranaacti ona ot the GarerD~ent or the United Statea and of tbe rr .. ,ur,r 

Departoont thereof, any such docuunta, etc., are of~icial recorda of 

tbia Deport.nt and subJect to its Juried1ct1on and control, I aa DOt 

aatia ried that it would be i n the public i nteres t to produce for the 

Plll'PO .. • stated i n aaid order, and I 8JII therefore un&ble to conaent to 

3.17 

the production of, in coMection with euch order, by Y"" or azv o.' your 

ott1cora, aaents , or emplowees, any i nstruments of title , billa or lading, 

docuaents , recorda , correspondence , 11emor6ndo. or papers relAting to add 

chat tole . 

R.,.....er, you are authori zed to atote t hr.t t he chattels apparentl,y 

intended to be referred to in the abon quotation are in the posseaeion 

or the Onitec1 State~ and are located at the tlnitec1 States user Of'1ce 

at New Tort, )2 l &ll Street and J2 Old Sli p, New York Ci tf , lew Iort. 

' ...,. trW¥ 70\ll'l , 

(Sed , ) s. lloraenthau, Jr, 

S.oretar,r of the Tre&l\ll'Y• 

federal Relel"''e Bank or Mew York, 

lew York, 1 .. Tort. 

BBa .. .a 
6/5/38 

Initiallaoh IV BB 
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SeONMl'J' ot tlw TreaeU17 

ot the 1Ja1 te4 Stat ... 
r; r. 

Dear Slr: 

.._ 318 

I ba•• baeD 1DIItruota4 br 111 so...anaellt 

to au~t t o rou a request tbat r ou purcbaaa f?aa 

111 so•an:~aant appr;)d.aatalr 15 , 000,000 tlne tror 

OUDoae or lte ell•er. I would appraolate your 

ad•lelns ae ot tba tenae and oondltlone 011 wblob 

rou would bUT &ucb all•er. 

Fernando de loa R1oa 
Spanlab Aaba&aador 

\. 
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IMH~•t•~us 
., ........ ,_ .... 
~lin 

l .......... tn.truned .., ... pw-t to 

IIL'wlt to,.. a nq.rt that )'OG pW'Clle.M t'roe It' 

•-' appreaiateq ,.ooo.ooo rtr.e tro,. -

e! 1\e aUYWo 1 ..-14 apprec iate ,.ovr 8AIY1aiaa 

• ef \1M \ere& &lid ooad1U ona oa wkich ,..,. wo.Wt 

a,._ ... u.w-. 

Initi~lledt JWP BB AL FD WCT 
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Tb• GoYer-n.nt ot Spain, 

Barcelona, Spa in, 

(CO PY ) 

(To be transll\l.tted throush the 
Spanish Am~ssador to t he United 
Ststea in Washi ngton, D. C. ) 

CONfiDBh'TlAL 

320 

June 3, 19J8, 

Purs uant to your request contained in the letter f rom the .lmbasoador 

o" Spai n dated June J , 1938, t he United States will purchase hoa ;rou 

Gpproxi,.tel:r 5, 000,000 f ine troy ounces of" eUver orned by ;rou, at the 

rate of 43 cents United States curre ncy per ounce .999 fine, shipped in 

time to srrive in the norm&l course i n ~ •• Yor~ Ci ty on or before July 15, 

1938, on the following t erl!lS and condition•• 

(a) 95~ or t he purchase price o• the oilver sl~ll be pai d to 

you by the United States upon delivery of the silver to 

the Superintendent of the United State• Aes'l)f Office a t 

Hew Iolii or aey other conat&nee des16nated lr; oe. 

(b) P'im..l aettle!lent shell be mde on the besis of figures a.s 

to wei&ht and degrees of r 1neneos of the sUYer established 

by e United States AsS'I)f O"rice or Uint or any recognized 

Aln&rican refinery designated by ""'• which f igures ehsll be 

accepted qy you as final. 

(c) You shall arrange for t he shipment and inourance of tho 

silver and shall consign it to the Superintendent of the 

United States Assay Off'ice nt !lew Yorlt, 32 Old Slip, 

Hew Iort, New Iork, or to any other consignee d estbnsted 

by •· All doc~nte shall be forwarded directl:r to the 

\ 
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dee~te<l conai4:nee. You oball 118¥ &ll costs an:! erper.sea 

inourre<l in etrecting tbe delbcry or the sllnr to the 

deui4:nated conai4:nee , incl u:liQ8, without lillll.tation of the 

foregoing , all coste a n:! expenses or ship.,ent , transrortati on 

end i nsurance . I n addition t he1•eto , aey reesonable and 

necessary costs and expenses incurred by the United States 

in connect.ion "itb suc!l silver shall be for your account. 

(d) I r you deliver sll• er co n or dl:•cr ba:a ober tban ..ara 

wh i ch o.re good delivery U: tho London or~w Ior:C l>'ll'lcets, the 

cost , or the estimt ed cost as detcr:dned 1:y cc, of melting 

and ref inir.g such silver into such cood uelivert bars shall 

bo borne by you, and such melti ng end r efini ng shall l>e at 

your risk. 

(e) Title to the silver shall veut in tho tlnit<.d Stctes upon beil)i 

deli vered on board a steaJOSbip bound •or lie., York Ci cy . You 

shell easume the risk of loss or tho oliver dU!·1ng tror..sit , 

i.e., you agree to bol.C the UniWd States, its ol''icer., , agento 

snd employees hart'lless fro11 anr loa- or d&:lRI:e to t he silver 

while the silver iS in transit , rrom the t i -e i t is de-ivered 

on board aueh stCllJDShlP until it is received by the clesi;:nated 

consignee , and from aey costs and oxpenaes arising from any 

ducb loss or damage . 

(f) Your acceptance I!IUSt r each me not later than June 7 , l9J8. 

In1t1.abch JWP BB AL OR FD l!CT 

(Sgd . l H. ~rgcnth.!lu. Jr . 
Secretary of the \ r easury 

of the United States. 

\ 
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l"ederal ReM"e Balik of ... fort, 
!lew York, I, f . 

Dear 81raa 

... fork, 1. r. 
June 3, 1938. 

~ 322 

Under authority fr011 il&nco de Eapana, conferred 'llrr 

l.utr\.1Mot.0 • COW" o f which 1a bera to a nnexed , and a r••S1o 

?botocnl'll of tt. or.\3 inal or which haa t.eo uh1' 1te4 to 

you, I here by d-114 t ba 111Nd1at a del1Yer)' to "" or tbe 

f oUowiD& daacr1be4 ?J'OP"rVI 

21))4 ~ or flat caaal and their cootaot.e 
conal.cne4 It- 1 . qat to l"edaral. FieoorYa Hank 
or law tort, oh1pped rroa !lan e , l"r&nco, 1<1 
SS lllPJIAIIDJlt which arriftd 1o • • Yorlt oo or 
•bollt ~ .30, 19)8, N 1d bosn or f lat ca ... 
"beou'ill& tt. ,... :.1 •l".r..,&.• UD • ;,, 11. 5" a nd the 
111111bera 1 to ? , ))4, 1M:l W11n. 

f uy t.rul.r youro, 

• 
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•· Llcaa pll ' • aad edrt..S • or \bo oonf - olllcla 1M 
aad boD 111114 11114 eM\ aftwaaaa wt.~ 8lMrp ud 1fTa\t ot hl.U-
aad Ca I 11 ao4 a •• ...... elats1Jic to I'OJ)H&OIIt \ he llult ot lpaSa, 
r.o.aa ud l 4lMMJ I ,..aJ.'IIU c:OVMe of aot1o11. 

I ~h•r' Ill'. Qltp!wn\ ud 41-...S tb.1• M t\er' o1\b IIJa. l!o 
relt \loat l abnl.d toll l.opD to or.u, * b• ~ IUid Cr n 
tbat \boll' iJiqGrlN ..,.. IMIJIC rofoi'Nd to \loa TJw.n17 ~ 
111 •••ldactoa. l pii!D..S Lopa ud ablMil IIJa aoeor<!lJIClT• Lapa 
d ll aoad toM a -.Ddw:: o~ tlloe eollfO:'ODOe and t he ~ta 
lor\ ol \.11 lUa ~ a...ro. 

. :t:i .t I 

• 
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~~ - !'li'!'~ lillJ: I I clt=. E 
~l~~i Jhf(d I 
;it f~ !lfi i~f I 
rfiif r[ii f" a 
·!f r trt''l~ • J ~: ~~ ,,. rl r .. 1. , .. i.~t..t .. 
': c •'!.'J ... !'f !' fl(i rf 1 1 ·, 1 , 

~ .!tl ~~r~l 
I fii~; 

~tli1 ~ .,,. ,, . ... , .. ,, 
~ rJI • I i 

i 
"' • 

J 

~ 
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--·-rn.a 
~,. l9JI 

A wzhu 11 - llnU Ill 1r. '-WE'• .me. " Ul,. ._ 

• ~. ,_ ' ' ltll. n&ae&w tn •• ,.., .... ....,. ••t •• 
et J1'fl71* Ell-. a. a n'u - 1M t t "r •· au. • ., •• , 
._ •• .....,, OID.&el. Jl: H, 1-'1 'Tf _. P*le. 

It -. ~ tlla\ ~ -u be • oliJM"- tn U.. ._ 

rea .t..., otft.• ....,..n... u.. ....- ... • Gr .u- _. ..-
..-t-4nc ..,.... ... ,...,. ......... 1...UC .... 1.1 •• ,... ... ~ 

tw- the f) I W tz M _, W •·h1 • IWII to>r Ul1Yfl7o U­

'-'-"~ teet. ..... , ._ ,._, OtN.n WIWI ..... ._ -- 71 

=* .. CO PIQ* '7\ N e ..-ial a1!.- 1.-\ • lUI Ni)ll:o\ J\ W 

.. ,....__ ........ -· .... - t. ~cl 1;6 l.oJc• 1lltll .. 

!PM w'e '-*• ,.. w •rhM1 u .. 1wa •t.ll. r1~1 ...u--. 
.... \o\el _, ..u .. V.U(..,...S w \he ,..,.., nll-

'*'''• ....... 

lllfaUll 

»'· "'.d'. -y./.~ . ~ - &.~ . ..- J. ll. ll. - .h. 6-.JJ.- ~~-- ~ 
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( C 0 P I ) 

7IDIIW. RISERft lWil 

O'P lUll IORl 

June J , 19,38, 

Ther e 1• e nclosed be~tA rhotoatet1e eoy,y of a 

cable in Span1Bb dated JUJ'IAI 2, 1938, addcu . ed to ~he Pr esident 

or the Federal ReaerYe Bank or New York and . ,_..,ed by the ilaJilt 

or Spain a nd thre e Spaniah eo....,re ial !Janka in San Sebastian, 

tocet har with a cov,r or our trans lation. 

The ttxt of tbla cat le was rend to ~. nornate1n qy 

llr, Lo&•n l.ate laet niaht . 

Wi th refer ence to .., lett er or J\lllt 2, 1 "" now en-

clostnc pbotoatetie copy o r the ~••sace dated Noy 7.9 , l9J8 

r ece1Yed by llr, !Iarrison 1n Spani ah a nd elcned by )lz-, M=n 

.l.rticaa , r1ret Deputy Gonmor Bani< of Spain, San S.bu tian. 

The cow or thh oeaaace f orwarded to you with our l e tter of 

June 2 i a a copy or our t ranalation or t he Spani dh text. 

Re• pee ttull,r , 

The llonorable, 
The S.oreterT or the ':'reuurY, 
Wa•hincton, D. C. 

(scd. l !., 'II. Jtnolta 
Vie• President . 

. - 326 
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... 
ro Dl.reotor or PrMldeat. Teder&l Rea•"• ll&nk of 1ft York, ... York 

w. II>. 

Confirainc cabl e lluk of 8psin, Burcoe, the re .. 1.odor or tile official benld,. 

c-uv and adherent priftte banld."C ere i .nter .. t..s reteot.ion or the .,._ 

a hipped br <krren.ant llercelooe or 8&Dic or Spe i n in llercelona unt.U autborit.ba 

deci de wbo can wit.bdraw thea in D&M and repreuntetioo of official nea!r1,. 

and or priftte bnki,. adboreot to llatiooel Spein 

GL 

Checked zn. 

Bank of Spein - Banco Hiepe-.llUricano -

Banco co-c1o.l de Barcelona - and llanco Solar 

Y Torre 
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( C 0 I I ) 

nmrw. wmn: !Wilt 
OY IIIII I OIIIt 

At ttptiop& Mr. »•rnattip 

June 2 , 19.)8, 

I enclo .. copies or t!>r .. c-.blee u toUo•aa 

One dated Mo;r 291 19J S reee1Yed by 
llr, Barriaon s l.ined !WooD Arti&u, T1rat DeputJ 
~ornor Bank or Spain, San Sebutien, and 

,.,o dated lio3' 301 191 11 reeeiYed 'tu 
llr, Harrison eiiJiod A Valla of 1 llriek Court TeiiJll• 
London r:o 41 

wh1eh •ere dictated rtrer the tole?hone t o t ho b-eaour.r Depart-

r>ent on l!q ?11 1931!1. 

There ta aleo enclooed a cow o' a l e tte r dated 

v.a: J l , 193!1 reee1Yed by ue fro• the Acting Conaul General or 

Spain 1n .... York . 
Reepeet!'l1l.l;r1 

(Sed. ) L. W, Knoka 

L. W. 1\nol<e, 
Vice Preaident. 

Tho llonvrable 1 
The Secretary of the Tr eaaury , 
Weahi n&ton, D. 0. 

mea. 
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CO P'f 

COIIIOL&DO GUDAL Ill ISPUl 
n' IUDIIOI AQJm 

N!O'U ! 0111 

Pederal R .. ern Bank of lin Yor k , 
33 Liber~ Street , 
New York• N. I . 

CenUe:::en1 

New 'fork, ~ 3l8t, 1938. 

Witb r ef erence to t~e shipaent or 2,))4 caeea 

conlainifll peeet u 35, 000, 000, per Stea' • b.1p "HOIUUh'DIV, 

to be delinr ed t o Pederel Reseno Bank or Ne,...York or i ta 

order , I .s- it cozrrenient t o stat e that alt hoU&b t b.e 

receipt C1Yen by t ho Manager o• your For eicn Dopartaent 

to m. , (through Kr. Francisco Borrell or t he s tarr ot this 

Conaulate O.noral ot Spain, -corroopondine to tho t.o bW a 

or lad~ of t he ubipMnt in quea t ion, ) indicat es that :~ou 

rece1Yed eaid two billa of lading at 3 P•"'• to-dao· , t he fact 

is t b!lt Mr. Dorrell arriYed a t t he J'ederal f.eoerYe an:< of 

New-Yor~ t bia ..or~ at 10 . 45 and 1nror2ed the a ttendant 

t !l!t he wi ehed to "" Mr. L. ,_. lnoka, V1ce- Pree1dent, 

to delinr to hia, by order of t he Spen1.e!l Consul , the 

r eferred ab1pp1nc docu.enta. 

llord wo.e peaeed to llr. Knoke , and Kr. Borr ell 

waa ae~ed to wait , wb.ich ha di d until 1 P. l . when lr. 

looke r eoe1Yed h1a and told b1a t hat he could not rece iYe 

tho ehipp~ do- nta untU ha bed 1nat.ruction• t roa the 

TNaiUI')' Departaent for which t he J'ederel Reaorn Bulk of 

II.,...York aota aa ita n eoal -cent . 

323 
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i..nno\S.. •Rl4 '- -ind that be wal4 call tbe .,.... 

iah C.nlate O.eftl, which ha did , &t approzi~~atelT 2130 

P,W. ~. 

Tha 1llldaraiped had tho pl..,sure or calllnc 

OD llro Eaob lut Satllrdq _,rDi.D& AM it aa qn..s at that 

t ia that u 10011 u the ahippi ac doCUMnta would be ..-i ..... 

tM~T waal4 be c!olin..-1 to tho 1'ader&l P.oatr ... Bani< or In­

York without delq. !hb 100~ you e&llad thia or"iM twice 

beWMn 9 130 and 10100 a.a, to i~~qu1rt it tho papora bed booo 

rece1Yad aJid :rou wore 1Dtoi'IMC! that tbq had not. Sbortl,y 

&tt.r the r ociatorad latter containins thta • •• roooiYod and 

llr. BorHU na diapatohod to your Office ~tol,y with 

tha relllll t • Nt torlb. 

(a~ood) Lu1a Careaca 

AcUIIC Con.ul General ot s,a1n 

~ 330 
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DDOIIIII OIPWfl- IDUL ... 115) 

.... lftll OD .., ) 1 1 19)8 

PrulcleD\ 

f ederal Re•- BUilt o~ ... York 

._York 

Loadoa, .., )01 19) .. 

llan bMD lnfoi'Mil tll&t 2334 bosH oontainiDC 

col e! • U nr IMOUJ'it1e• and other ftl.U&bloo ~lonclrc to 

tbe Balik ot SpaiD and other priftto balllte &lao to print. 

11141'1'14ual• are oa the llorandio arrl'l'iQC .... York todq 

oon•Scu4 to J011o 

.U nproMDtotin ot the lecltiato Board ot 

OU..ton ot the llult o~ Spain oporat.illl at BuriN I 

ton&ll¥ r<eq..t 7ft to bold nell COIUiicnMnt 1D edo 

outodT atu lec&l clool•ion •• to proper ......rebip 18 

eOftHCl. Pw prooH•'M"7 oonfil'llation of ., autborii;r 

pl- opplT to llietor lloC_. of llanhro frwt. uc1 llietor 

o,... 0~ lt.ulclar4 ou. 
1 Y.U. ot 1 Briclt court Tollplo LoadOD IG 4 

• .,.lll ... 

~ 331 
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COPt 

III)+IWi CABfDA'- 8IRIAL 110. 1854 

a.oetnd on ~ :u, 1938 

Loodon, ~ )0, 19)8, 

u coot1aat.ion toda.r '• cable note that our laver• 

an M .. dwra Sullln.o aod Cro••ll 48 Wall Street, 

A, Valli of l B:r1ok Cou:rt 
T e>q>le IC 4 

- 332 

• 
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C 0 PI 

IJCOIIDQ CAMQAK- 8IRllL HO. 1960 

Reoe1Yed on ~ 31, 19311 

. - 333 

San S.but1an, 1111r 29, 19)11. 

DU.otor or Pr.ei.cleot ot 

7ederal Reaene I:I&Dk of ... York, 

l ew York 

General Council S..olt of Spain Gournor &nd Deput7 

Gorernore oftl1 and l ec1t1mata repre1entati on tn..or with 

wrentU&l doaioll• 1n BUJ'IOI 

It 1• 1n t he intar .. t of the Feder&l lleeerro Bank or New 

York tb&t it r.t&in the 2334 cue• sent fro: B&rcelona 

shipped por ate&Mr loN&Ddie troa Le ll&'n't. tor arriT&l in 

lin York on JO or 31 iDa~. contain1nc depo11ta •talli e 

Tal ue• belonc~ to II&DI< of 8p&i.D t.nd other 'tanb 1n 

B&re&lon& lmt il eo-petant aut.boriti .. cleteraine wbo ~ 

diapo•• of thea 
Ruon Artic&l 
Firat Doputf eo.ernor 
Bank or Spain. 
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AI R MAIL 

Sir I 

(COPI) 

n:DIIW. RISERV! IJA!IIt 
OP !1!11 YORK 

June 2, 19J8, 

In accordance with talepbone 1natruct1ona con!tr=.d 

by your letter dat.<l June 2, 1938, we enclose harawlth chack 

for $2, 007, 500 drawn by thla hank u flacal acent of t he Uni t.<l 

Statu on the Treasurer of the Unitacl States, crrer »)11lbol 

tro . 176116, to the order ot' • The Aabuoaclor Extn.orci1D&.r1 ancl 

Plen1potent1&Iy of Spain t o the United Stat .. • for delinry 

to auch Aabaaaaclor at l ashlncton, O, C,, &I an edTance p~nt 

for the appraaiDatelJ fiwe ailll on ounces of ailwar .999 f ine, 

referred to 111 aaicl l e tter, purchaaacl for t he account of the 

Ualt.<l Stat.. RaapecttullJ, 

(Sccl , ) L, I , lnob 

The Honora~>U, 
The Se cretar,r of t he Treaeur.r , 
l alhl nctoa, D. c, 

!nc. 

L, I, lnob, 
Vice Pra•iclant . 

' 334 

Regraded Uclassified



J une 2, 1938. 

1tr ._... •• *=h=•eedwa 

,_.. S. •elBwM w r•• lool'ooiUI a choclt 

for 1:1100P,500 dnn Jw \be F~ n--to Jut of 

•• Td u ftee&l ... .,, o r tiM 11111\od l tatu .. \lie 

'f'roa•- of \M U.l tod State• lo 7011r o~ .. oa 

.,.,.r_ so-,..t ror tbe &ppr•1•t•l¥ (1ft 111lU• 

·- or a1lYW .999 f i ne, purci\A aecl Cor \be &COO-

of tbe 'lfaitod Statoa, aod wh ich arr1Yecl 111 .,. Torll 

.. ~ )01 19)11 oa \bOI 5I lllP.II.IJIDU.. 

'orr Vwl1 ,. . .... , 

(Sgd. ) H. Morgenthau, Jr. 

l ntt l&Ued: BB YD AL 110 lief 

- 335 
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Juno 2, a~. 

Mft.lloo p~en\ t or o1lnr e.x S/5 •uo~o• ~ 

OA Mq ~1, l~: 

2,~~4 • • • • • aald \o oon \o1n Span18A a11Yor .~,,. 
J)U~OJ'Ufl6 \o Ql)D;&lD 8pf)NU1Uh }3 5 0 0000000 
~••• ot • 11Yer .eee t1no. 

5, 000, 000 CNIIOot ot e1lver . eeg t lne at ~ -~ 
u. s •• ,.,..n03 per o\IAoo .111111 t1ne - --t~, 1110,~,,. 

~~ 

~ wl~o14 $107, 500. 00 
Ee\1a8\o4 o oe\ ot 

r ot1A1ng ool na ~5. QQQ .QQ 16p. AOO.QO 
aa,o0T.MO.OO 
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JUDe 2, 1938. 

This will confira the specific inst ructions tel ephoned to 1 ou 

as fiscal agent or the llnited States on ~ 311 19381 to recein and 

endorse t he shipping documents in connection with the sbipeent of 

approxi.JIIateq f iYe adlli on ounces or oUver purclwled for the account 

ot the ~nited States and consigned to rou on tho SS NOlU!.\llDI!, which 

arrived in Hew York on ~ )01 1938, and to aas 1at 1n tbe pra.pt 

transportation of such sUnr to the United States Aasa'f Office 1n 

!lew York Ci tr. You are also instructed, as fiscal agent of the Uoiled 

States , to draw a check i n the amount of $2 ,007 , 500 on the Treasurer 

of the United States over symbol No . 17686 to the order of "Tbe 

Ambassador Extraord i nary and Plenipotentlsry of Spain to t he United 

Statu• and to f orward such checlt to thiS Department for delivery ~o 

t he Sp!Lniab Aabassador at Washington , D. c. , as an advance pol111lt!nt for 

~ucb aUnr. You are also tnstraeted to debit the Genorol ,;ccount of 

the Treasurer of the United States on your books wltil t he t.010unt. of 

337 

&a i d check , sa a transf er of furds to the United States Aasey Ol'fice at 

!lew York, and to credit said accowtt with add amount , as a cbecl: iaauod· 

T·,e iDStructiona contained 1n thi s Departar.ent ' • letter ot ...., 27, l 9J8, 

relative to pay""nt f or auch sUver are mod i fied accord incl1• 

It 1a understood tb&t the terms of the Doparteent'o letter to 

rou of June 19, 1934, regard inc t he purchase for the account of tbo 

United States of aUYer, et bolll8 or abrOotd , are applicable to the 
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1rore .. ntioeed 11lwor &Dd to tbe action taken ~ you relative thereto. 

litbout liJdtetion or tbe terms of that letter, it is understood tbat 

t he Treaoury DopartMnt will railllburse tho Fedoral Resorve Be.Dl< or 

New York ~or , and ..,,.. it barlllesa from, <11'\Y l iability or expense 

t ·.curr.,J by tho t&ok qy rssson or or in conaection with aey acta , 

am .,;ednh , or IO&l'ltaiOnts entered into or performed in accordance 

wl' 1 '"' au·bOritatlon or instruction f ro;;a the TrMsury J epartMnt 

r .a• h d or appl icable to the aforeoentioned uilv~r or to the action 

te.on t
1 

you relative thereto, except for thd ne&llgence of the 

Very truly yours , 

( tigd . ) B. ~'oreenthau, Jr. 

Socrvt.u')' of the Treasury . 

Tedoral R8aerwo Bank of New York , 

llew y ort, ... r ori:. 

l c ltiollodl 8B RO FD AL 11CT 
WJll GOB 0 'D D1I'B SBP' Sll:C LCA Eill' 

oB I '!leU 
611/38 

. • • 
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lo\.y ~7,1J~ 

~ed~~al ~e:;erve f;<~.t&IL c.f !lew i t- rk 
·•5 s o:•• A <mt vr Lno \;1.! t ool .; tatP.s , 
II·~W 'J' rk, N'""' 1" rk. 

D•.:urs . .- rs: 

338 

1 ·.&tn · " r '"o:-: -vt v f tne fvll ,'All< •; .A ~l :d l r.str~.cu .... :; 
• t't..m Ai.> :;c,.,~Jrua.t::,, t an1 tne ..,-t.t&k <Jf .;11:J. .. r.: 

:\ ~ · :- ~•...A ~f tW:-' ~ t.rrk a:; r ·L.:c .1 
... \tJv l :l~ the iticler:t.1 e ~ ervc ~ · , 

1\.-: r.t or the United St " t '.l s us l'ollo'Ks : . n ac .. or·l:.mc~ .. an tn 

~ r~ct f v r thP. purch ·•S"' I.J f (::. , t.OO, Ovu) five !llilllons cuuces 

I.Jf si lv '! r - ~•-".• Clne;arran~c· l by cabl., I.Jf t.:•rch :Sl ,l :'l~'l , ''Y 

vl"ier • n•t _l'or •ccvw•~ t.l' l ::e , •· ~ta sur·y ..,r t~:e .3 par. l s'l St•t". 

we are a.Svising JOU uu t tne SS 'ILrtl• \:;:H ~,;rlc:l saU'!<t tn 

~q ·~t. ,l938 ,c~rries c.n bc.ard (17:>) <.lie hwldre1 ani sev·1uty-

C \.1. 

f ive t ... ns c.C said .. c rcn,.odise p.AC!lfloi 1 0 l • .S.~ cases lli·•rkcd: 

f . R. Tho 3 lveT is sent io 6 pAO.ASh co10S or rive p :;.,tas d~ncD .• 

natioo.The .;paoUh consul io lie• York City uU deliver t o 

you tbe doC188PtS cover•nt this sl\1.-ent.lo ao..;ord•u1ce with 

the acree-ent ;;uu clAD IA&lle pq1100t C<~r tbis sbip~oeot by 

check dratrD to tbe c.rder or tbe s panish .uabaasador io 

WaabiD&tc.D" 

rero .ndo de l os Rl os 
~b&SS 'ldor of Spain. 
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r.-..1 a-m lallll .r .. twk, 
.u rs-1.app .r .-. ww ha'-, 
lew !01'11:, •• 'fwk. 

n.u Sinl 

I .. 1n r-1pt or \be t.U..i~W cabled w t.nacUou rre. 

1111 ,..,..._.,, ancl \be 1u1t or llpaiu 

0AdYlH \ be r edaral P.a u "e JoaAk of ... Jork &I filca,l ... 

or \be 0Ute4 lltetee • • t ollotlea lll accordance -ttb \be coa~treot 

tor \be p'lreli&H o! (, ,ooo,ooo) f lft aU.Uou ouneee or au.,... ,999 

rs.a., arra111ed b,; O&ble or larob )1, 19,8, I,. onler aDd tor acco•t 

or tbe tho•..,. or t.be a.-o1A 51.&\e, .. u• ..tYi d nc 7011 t.b..t tile 

Sl lk)PJWIDD, fticll Miled on Jlao' 261 19) 80 ca.rrlee Oft boud (175) 

ooe tu.clred aDd - D\r-f1n ~ or n ld M rchaud11e pecked 

111 ----- - ar~l 1, 11, The a UYor 11 .. , t. 1n Spallilb 

collie e f ! 1ft pantae duo ••Uoe. !be Spubh ConeW. i n Mew Jork 

Cit, wU~ 4el1ftJ' to you t.~ tloe-nt.e conriQI t.h1a •h1pMot , Ill 

oCCOrGaoee W1\ll \be ..,..._t 70 1.1 C&.O M ke ~Mnt for thl• ohl~ot 

lt- oheolt 4ran to \ be order of t be Sp.,.ilb Aataa....Sor l D luhu.t.o•• • 

I eloared t his ovur the hone wi t h 

Hac•:worth of State Depart!lent - sn 

l nit.J.aJ.ed z 88 FD IICT 

33.9 

Regraded Uclassified



..., '.1!1, 19)&, 

llbi h a\ a ooa!'ere- be'-n lto .. r a , Tq l.or1 D1e\r1oll 
a.S lllr¥Olr 1n Mr. !qlw1 • o f f1oo 1 lr, Tqlor called hclcwor\b 
or t iM St.a\o Dopllr\Mnt a.S octr1Md hb or tho au .... uon wi\ll 
roo.,oo\ to t bo pW'cllaao or •U• or troa ll!>4'l n. At llr, faTlor '• 
TOq .. a \ I tbo11 opPIDI \o Ill', llaclal<>rlll1 aDd Ill' , llaclcwortla a id 
tbot 1n \Ill oU.DAUoa c1Ner1bo4 1 \Ill Doparbe~tt 'WOIIld be J•t1tW 
ancl pl'Ot.eot.ed 1n rol,riac 011 a cablo dol 1Yor ed to \be Dopart..llt 
l7 \be S~h u buaclor cot~t.a1111ar l.utr\IQti- ata\ed to be 
troa ~ ll&alt or Spa In al\cl tho Spaniah oo .. : ,_at, to t .>o ot r eo\ 
t.'lat p!7M nt tc t iM a U YV aho1al4 be ...So 1Dto "%~ acocnat. 
l r , Hac"""rtll abo ato\ed til t 111 tllo ablonc• or ·~· oYi.s.noo the\ 
s-TMI\t or \be .OIM!r 1Dto \be •x• a cc:oun\ woald r e ..-olt 1n ~ 
,.l .. p;lt'OI)I'1at1 .. or U.. r.!a, tbo Tr .. au:y 111 not -ar ur dat,y 
to bwutJ.a.t.to and dotor.J.Do wlMther tha .onocro •hln plaoocl 1n aiJCh 
acc-t wollld bo 1IHCl .W.wtwll,r and d tbout. t ho con1o11t or tho 
!lank of Spdo a nd t ho Spoudah Oowo..-\o 

.lf\or tho _ , .,.._ with tbo SpAIIiell Allhuoador , 1 rood to 
!lr, Hacnor\ll t llo draft of tbo l ot tor l<hlab tho :.l!>4'niab .&/)\»IMdor 
••• colrw to aolld. Mr. Baclca<wtll etatod th . t aucb lot tor woold bl 
aatlefao\or)'. 

' 
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llay 27' 1938. 

Federal Reserve Bank of New York, 
JJ Libertr Street , 
tlew York, N. Y. 

Dear Sira : 

Attention: Jlr . L. W. Knoke 
Vice Pr uident . 

- 341 

I aa enclosing a letter dated today addressed to the Federal 
Reserve Bank of New York, as !'!seal agent ot the United States, 
recei• ed fros the S)lanish AebesB&dor , relative to !"')'lltnt for t he 
'ive million ounces of silver .999 fine , purchased in accordance 
with your cable t o t he Bank of Spain, barcelon1, da ted March 29, 
19)8. 

You a r e here~ authorized , aa Ciscal nsent of the United States, 
t o ef f ect t ho paj"ment 1n the manner indicated in the Al:!bassador ' s 
l otter , t hn.t is , ~ check to the order of "The Ambassador Extr~tordinary 
and Plen.ipotentia:ry of Spain to the United States•, forwar<ling such 
chock to ouch Ambassador at l'lashineton, D. C. , 1\n:i to charge the amount 
o• such check to the General Account of the Tr easurer of the United 
States on the boo!ul of your bank. 

!:>closure 
"'D1ek 
5/27/38 

Very truly ·ow-a , 

(Sgd . ) r.a.;ne c. T'\Ylor 

li&Jne c. Taylor , 
Actir.g Secretar/ of t he TruSW7. 

\ 
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June 6 , 19~ 

With the President at lunch, also Eccles. 

Eccles tried to sell the President first that 
we _ahould subsidize private housing-- hou~ea that cost 
i!i3::~00 or under through letting t hem have vrPA labor. The 
P~esident was not favorably inclined as he felt that 
t nia would not help immediately. 

Eoolea wanted to do something for the railroads 
pr i noipally through giving them a 1~ loan to buy rail~ 
road equipment. Then t he President and Eccles got on 
to tal.Ung about the a1 tuation and Eoclea, ae usual , was 
very vague and when Eccles lett the President he said 
Eccles certainly has not got anything which would put' 
anybody to work at t his time. 

Bell, Aubrey Williams, and Berl ew came in. I 
prepared the President for Berlew' s report of 2100 
projects which both Ickes and Berlew l~ve been tr;ing 
to get the President t o o.k. for several weeks unsuccess­
fully. After some arb-ument the President finally signed 
it, only wllen I definitely asked him to do so. 

The nigger in tne wood pile, I learn , ~s the 
following: Colonel Harrington was waiting outside and 
I eaid to him, The President hns just o. k1 d a lot of 
projects tor Publ i c Works, but I don't suppose you have 
any objection because there are enough projects to go 
around for everybodY• And he said, Well , we are be­
ginning to scrape bottom. I said , What do you cean? 
He said, Well, take for instance in Cleveland, where 
we have 70 000 peoole at work. He said, We are running 
out or projects. · This eXPlains, evidently, that Hopkins' 
or~::an1Zation has been holding up the approval of Ickes' 
projects because t heY wanted some of t hose projects for 
themselves again proving that Hopkins' first t hought 
ia always f~s own organizati on and not what is beat for 

the oo"untry. 
Berlew was tremendouslY apprsciative and sai d 

he would immediatelY cable Mr. I ckes because he knew 
how pleased he would be to get t he good news. 

Berlew said he could get out 300 projects a 
oay starting this afternoon. I said, Cau't ~dget 
the~ all out by saturdAY n1ghtl He said he w • 

·-
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~..o\~( June 7 , 19~ 
Laat night, on reading in the papers that 

Congreeeman Woodrum was put ting up a f ight to knook 
out the t212,000,000 appropriation for farm parity 
I decided that it was worth while to make an effort 
to help him. 

Bef ore calling up the President I called up 
Bell to find out how t he matter s t ood. I then called 
t he President and in a rather heaitating manner said 
that I would like to diseuse the ~212,000,000 aPPro­
priation with him. He sa1d, 1What about i t7 1 I 
aai d , 1 Wel l, I t hink it is unneoeaaarr. The advocates 
of this appropriation admi t that t hey won't spend it 
until December or January and why have a large amount 
of money hanging over our head? If necessary, .e can 
t ake t he questi on up i n January when Congress meeta 
again.' I told t he President that Woodrum was doing 
ni s beet to have it el iminated. The President seemed 
to be unaware of this. I said, 'Inasmuch as you are 
eeelng him at 9:30 Tuesday morning, don't you want to 
tel l him that you are not i nterested in t his appropri­
ation, I said, because with the processing tax w1th 
t he same alllount hanging over the market , I jus• don't 
think it1 s wise.' 

343 ... 

Much to my surprise, 1:he President said, •we ll , 
youdon 't ha'fe 1:0 argue wi t h me about it. I don' t want 
i t . I ne'fer asked for it. ' He eaid , 'How does 
Henry Wal lace f eel a bout it?' I said, ' Well, naturally, 
he wants it.' So t he Pr esident said, 1 Well , I guess 1 

he only wants it because he i s Secretary of Agr1cul~ure. 
He said, 'It' s okie-doke wi t h me to have it go out. 

I tried my best t o get Woodrum last ni ght, but 
could not because I wanted to s tiffe n his beck bone 
when he s~w t he President this morning. I got him ~t 
'1 : 30 this morning and told him that I knew he was go ng 
t o see t he President at 9 :30 and that I had arrang~d 
with Bell who was writing a memorandum opposing t e 
$212 000 boo as Director of t he Budget 1 to get that 
memo~and~ o~er to the President by 9 o olock this morn-

ing. 
1 aa1d 'Ae secret ary of the Treasury, I amiltab-

' hi d I th~·"nt you would 1 e 
solutely opfosed to t s an ~eased. He said, 
t o know it. He was, t~t c~~~s~~~e will pass it anyway, 
'I am afraid, t hough, d ball for the Pr esident i f he 
but I think it is • erY goo 
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would oome out against i t. I eaid, 'Well, confi­
dentially, tor your own information, when you aee 
t he President this morning I t hink you will receive 
a very ttvorable reception it you aek him how he 
reela a bout the $212,000 ,000. 1 

I realize I waa taki ng acme chance by telling 
th1a to Woodrum, but after all t he President did t ell 
me , last night , that he didn' t want it, eo knowing 
how h e f eels I wanted to do everything I can to eave 
at leaat i212 ,000 ,000 out of t he wreckage. 

\ 

• 
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.Jtmoo 6, 19.)8. ' 3 4 5 

CO~ li'ITB 'Ill& PIIIISIImi'T lllllAIIIlOO APPIIOV.&L OP PWJ. PBOJI!CTS. 

Preeent beeides the President ware Secretary ot the Treaall17 llorsenthau, 

Assistant Secret&r7 Burln ot the Interior Dep&rt.nt, iuhM7 lfllll••, and 

II,YSalt • 

The President aai.d that what he wanted was for the PW.t to abow eo• speed 

in appro~ projects UDder the Procru to be inaqrurated under the pro'fiaiona 

of the Relief BUl """ pendillg 1n CoQgreas. llr. Burlew said that he had rlth 

him the liet of projects which the President bed seen on previous occaaiona, 

invol~ approrlatel7 t600,ooo,ooo 1n uount. llr. Burlew aai.d that there 

were appro:d.altel7 120 power projects which lligbt or llight 110t be found to be 

of such a character thet they r.ould involve competition with private interests 

and therefore 1:ould have to be eJ1•1nllted fro• the list. He had, therefore, 

provided an approft.l. ot the entire list except the povrer projects, t!hich would 

be subaequen~ subll.l.tted to the President efter it had been deterained whether 

or not the)' were 008petitive projects with privata interests. 

There was 86- discuaaion aa to the publlcit,' on the approval of these 

projects and it was decided that the Preaident would approve the projects sub­

ject to the approval ot the Relief BUl, and that Jlr, Burlaw should an110unce 

publicq that he had been to the President and discussed with h18 a n..t>er ot 

projects tor 'tddch old applications had been previously received and approved 

l'lhioh ..-ould involV8 approx:IJI&teq $1.441000,000 1n grants fro• the Federal Goven>­

ment and that the President was prepared to approve these projects 1 •~•·tel7 

upon the aisning ot the Relief BUl. 

It was agreed that the Preaident would - ua "Cain lfedneadq afternoon 

... _ jecte e)leinated tro• this 

to go over &liT other projects such aa ...., power pro 
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uat wbioh would be .UC~'bl.e tor cr-ta or loau ...s.r the PU -tion ot the 

Jleliet' BUl, toc•tbc' ...S.Ul UQ' F..s.ra1 projeota thet Jd&ht be n-it tacl at 

I told the Preeicloont tbat w would ha ... Mftrel that tiM for approftl. • 

.UUoD dollAr• worth of projeota an1leble for approftl. at thet tiM• 
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TREASURY DEPA RTMENT 

INTER OP'P1C& COMMUNICATION 

OATI JUDe 6, 1938 

To Secre\ar7 llorgent.bau 

~oow II. A. Barrie 

4 thort revin of the u . s, 0o..,l'!!l1!11t 

•!CUrltx market 4ur1y the H t \ week 

Pr1cea of !reaaUl'7 boll.cla monel to " " hipa aillce llareh , 193'7 111 

fairl7 acth'e tracliDg laat week. fha anra«e price for all 1aauea 

adnneecl about l 0/32nds, w1 th 1ncl1'11dua1 c-ilia ran&iDg fran 8/32nda 

to 15/32Dcla , with t he exception of tha 2 7/Sa of 1956/60 end the 

2 3/4a of 1956/69 which were up 7/3211dG and 5/~Znda reopeetively, 

011. Tueaday end 1redneacla7 t here waa a good demand but turnonr 

~aa re1at1 .. el7 Usl>t ud gaino nre held to lll\811 fract1ono , but on 

'l'huraday, followiDg the annOIUICament of ten taU ... plan• for .TUlle 

Traaaur7 fill!II.ClDg, the carlDot beea:e a trong aDd act1.... On Prtcla7 

llli xacl cball.&ea reaul ted. fbi a waa due t o t he cliacloiUJ'e that the 

holdera of the Septaber notea wOilld be ghen the ooma prh ilege of 

nehat>«e aa the June bolder& and t o aOI!le epocula tlon a a to the type 

ot eecu.ri t7 thll t would be oftere4. Beliartnt; the t a loft6 bond would 

ba offered , the 2 7/Sa of 1955/60 end the 2 3/4a of 1956/59 loot 

8/3211de while che.ngea for otner ittu .. rant;ad troll call galu for 

t ha abort 1aaun to 1111all louao for the lont;er ioaueo. On Seturda)' 

pr1eeo were urchanged t o 2/32Dd• l ower. 

tree'Ul'T Do tea con\11111.!4 1ft good d...,d, w1 th price• fl~ to 

1111!11 f ract1011.a b1gl>er •c:h 4a7. H.,...,er, aeide troa the •right• 
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i oweo, aothi\7 wao Ua1\e4. !be J'ue hne ach&Dee4 12/:S2AU ud 

at \he elo .. Satv..rd&J waa quo\ad 101.27 bid. Tba SepU.ber iuue loot 

about 6/321141 Oil TburedaJ wb.eD 1t no hame4 tllio iooue no to be 

rotun4o4. ~11 dr op brougb\ it to t he .... price ao tha JUDe ioouo 

aDd it abo elooed tho weak at 101.27 bid, up 6/'32114• tor the week. 

Other coho &4Tuce4 3 to 8/'32114& with tho 1 l/2o dna 12/15/4/J a do­

Y&Dci DC 10 f '32114o. 

Corporate Bolldo 

Corporate b011da did not mo .. tar in either d1rect1011 laot woolr:: 

o11d iDtoroot in all elaaoo; o! iowoo r ... 1eec1 at a low ebb. Dall7 

'YOllllll • ao light, High gra4o railo dri!tod to !ractiollllly lower 

lnolo while ooeond grade railo Gnd lo-price4 rolla conU~~~ted to bo 

the worot por!ormoro. High grade utilitJ bondo were firm w1 th oaDa 

loouea adTIIICiDC !rocUolllllJ. Lower cro4o utilitioo reconrod rather 

wall 111d ill a -bor of inotallcoo with prcnoUDCid pint. Inclnotrialo 

dhpl&Jid a!xe4 ,.o .... lllh, with Satu.rdaJ'• elooiD& lnol about ,.... 

cb~~~&~d !rc:ra tho prertoua week. 

' " ltau• Mfrk!S 

Capil-al fiii&DC1DC no the l&rfSIIt l ao t woolr:: !or oe .. ral IIODtho, 

totaliDC allloot ze<) milliODI . Thh fi&Url 'I'll lar&ol:r made up of 

tho Commonwealth Bdioon 1aauo of $'3'3 millioD '3 l/2• of 1968, $100 

million o! u. s. Steel t o-1ear '3 1/~ dobonturoo and tho $60 aillion 

State o! Pen~~o;rlTIIIla ioouo. Tho .. ioouoo wore quick1;r aboorbo4 b;r 

the ll&rlr::at with bllllr::l, bour&DCI e0111ponilo &114 other inoti tutio,.. 

Dealer•' Portfo}io• 

Daaloro 111craaoed tbair bol41nco of u. s. OoTorDileat oacuritiao 
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a.c4 p.aran\M4 obi1pU ona bJ $M. 9 a1ll1ona 1aat • aelt, which 1a \he 

1arg .. t iacreaae d11ca the ....U an4e4 lla.rch 7, 1938. ~· bJ 

gro1,1.pa are ct .. an be1o•: 

{ 1n million• of clollara) 

Holdinga Ho14111ga 
ll!.t ~ .ze• 4 Cb!D5e 

TruW%7 bollcla 42, 3 52.5 + 10.2 

I note a {1 Je&r) 46. 8 58,3 + ll,5 

I I {1-6 rr•.) 35.5 62.5 + 27.0 

I bi lla 2.8 0.3 - 2.5 

H. o. L. o. boncla - 0,5 9, 7 .. 10.2 

r. '· II. c. bond a 6. 2 • 7 - 1. 5 

133.1 188,0 + M.9 

Iuettment .Apcounh 

There nra 110 trantactlona e:uc:utad 111 the !lew York market for 

the innatmant accounh durill& tha peat nok. 

fila OnlJ truaacUcn by tha Jadera1 a .. e"a Srot .. n~ tho ,.._ 

plac•ent of tha nel<lr bill matur1tr •OQDting to $58,294,000 b7 

tho purchaaa of $46,100 ,000 of tha new bill 11.,.. and $12,194,000 or 

tha ia.ua ~· J1,l118 16, 1938. 
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TO 

TREASURY DEPARTMENT 

fNTUII O n"IC:a COWMUNieATION 

Secretar y Mor genthau 

Mr. Ha~ 
Tile Bus"f'fets Sltuntion 

Conclusions 

oAto June 6 , 19)!1 

(1 ) Busi ness activity durinR Uay R~fed slightlv further, 
tt>:~:l' t i ve ecti ma t es :>lacing t he F'. R.B. adJusted index ror the 
.=ont~. r t 75 , wh i ch compares "1th 77 fo:- A? r11. A r ene,.ed d e­
cline in basic comoouity prices during t he month, r esulting 
?•rtly from det'le.t l on!lr y influence~ nr1sing froc the 
CzPchorlovl'k1nn crisis and other causes, ond -,r>.rtly from in­
crr.nsing SU!'1"ll1ee of' co=odities , tns hnd l"r. unfavorabl e r e­
nc tion on business sent i ment . New orders, o~rticul~~ly tor 
steel, h •we consequently silo•tn 11 deol1nine; tenclency . ( Chort 1) 
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(?.) While underlyin~ c ondi tions, with tlie exceot i on of t he • 
co:1•1odi ty pric e trend , ap penr f nvorl'blo for o tur n· in bus;.neas, 
t.!,e r~ covery may be delayed some1~hnt longer awaiting a chllnge 
i n '1'lbl1c psychology, which IV ill :or ocnb ly be conditioned u;:on 
' l' •t:;:urn 1n sensitive co:nrnodity l)ricea. The gener ally held 
o• lr. i on i s t hat no u pturn in buRlneer l n 11ltely before f all , 
cr.ln~ to the prospect of a summer shutdown or t he automobi le 
lna..1atry and ott.e r adverse f nctors , ciaierly or P sensonnl 
nn: •Jre . Thls l s not necessnr1ly true . I ndustrial productior. 
..r•p been runn~nil belo:7 consuo'Otion ror so lon,.. s l)er lod, ""c!. 
inventories have a Qoarently been s o fnr reduced, tr.!lt an up-
: •1rn in business could t ake ol nce nt nny tine 1~ 'ls;;c!:olo.:l csl 
conditi on s bec~e favorable . · 

'ile est imate that a rise or 10 points in t he F . R. a. index 
":ould he r equired t o adJust i ndust r ial productlon to current 
<1~:1"nd . l'lh1le t he deficit thus for hns been mnde up out of 
l nve ntorieo , t hese a ppear l n some cnses to ht~ve e.l r endy been 
r educed t o obnorrnnllY low l evels . I t seems entirely possibl e 
tt.nt the present inventory situat i on mny pr ove to be n bull i sh 

rr.ther t han s besrish factor. 

(~) The ~ny i s being onved for on upturn in business lnter 
ln t~e)year by a n approaching st~mulus to business i n the form 
or Gover nment soend1ng , an enoourng1ng,sltuntion in the con­
•truct1on 1ndust r v and an e~pans1on o. t he cspital ~brkerte . 
: • • · · t n ..-ould llkely e or e-
:.xperienoe suggests t nat aucn nn u:> ur _ 
t.~do~ed by an 1~provecent in s tock pricer and sensitive co~-
~od1ty prices some~hat earlier. 
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(4) A sol ution of the price dil 
onking. Price d i sparities may posalb~m~ may now be in the 
in prices of raw Materials due to i Y edcorrected by a rise 
~nnded credit , accompani ed b a ncreaae demand and ex-
of or i oes of fin i shed nroduc~s s~~~p~tit~ve1downward adjustment 
ns ~oon as business i mproves suffloie~tfye~ ~nd automobiles, 
~ectivP demand for such products Steel ~ ncrense the ~ros­
~ast instances, hnve been r educed short pr ces, in several 
be~n to imnrove. (Chart 2) ly Mter business hAd 

The Renernl situation 

~ith further declines in autooobile end steel oroduction 
tieneral!y expected, and no i mportant stimulus in s i qh" to 
!~~rove business during t he i~~dlnt e future, the gen~rally 
hPld opinion is that businP.ss activity will be maintained for 
se•~cr~ months longer at current levels or moderatelY lower, 
~n~ tnnt nn unturn of moderate oroportions will occur aurin~ 
.he !all. Tentative estimates nlace the F.R.B. index for Y.Ay 
at 77, n 2-point decline from the Aoril figure . 

This discouraged sent i ment has sho•m itself in a decline 
in new orders during Hay. I t will be noted in Chart 1, how­
ever, tha t orders for oroducts o~her than steel have held up 
much better. The decline in steel orders doubtless reflects 
i n some degree the increasing disparity between steel pr i ces 
".ncl t he level of orices for other commoditi~s . An·, lmnrove­
~Qnt 1n sent i ment , such ss might be brought about by a ' rise 
in otock prices or commodi ty pri ces , would probably be reflected 
im~ed iately in new orders, and new ord~rs Nould ~robably be 
t r anslated almost tmoedlately into oroduc t ion. 

Sentiment recently has been unsettled by rPoorts t hat 
the automobile comcanies are contemolatin~ a conolete shut­
tlovm for t1vo months , beginning around Jul Y 1 , while a ch.'tnge­
over to new models is made . We estimate thAt n compl ete 
1!'!utdown for th1B lengt h of time would reduce the F. R. B. 
index by 2 . 5 points , if 1t affected automobile production 
alone, and by a possible ma~imum of 5.0 nolnts i f i t caused 
n decl ine in t he outnut of steel , textiles, glass , and rubber 
~roducts entering into automobi le manufacture. The latter 
possibility does not necessarily arise , since (1) the current 
bu;1ing or these nroducts by automobile com'?nnies has ~npar­
ently been light; ( 2) materials for new oodels are liKel Y t o 
be bought during t he shut down ner1od; (J) or evious shutdowns 
o~ automobi le nlant s haVe usually not been accom~an ied by 
An y material reduction in the outpUt Of related industries . 
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Telephone conversations v1lth s t atisticians and economi3ts 
of the 1ea.dins automobile com!)anies, however, have br ought 
s tatements tha.t no depart ure from ueunl changeover oractices 
a.re contemplated. Operati ons arc expected to be gr adually re­
cluced durin~ the summer, to allow dealers to 1vork off s t ocks 
~ r old rnodele , and assembly linea will ns uoual be stoooed for 
n nurnber of weeks while the shift to new-model nroducti.on is 
being mnde. The stoppage will be staggered as between differ­
ent oodels ; hence there will pr obabl:r be no coo:->lete halt in 
~soemblles by either General llot ore or Cr ryeler. Other factory 
ooerat i ons will be continued while the assembly lines are 
st~oned. The consensus of ooinion of t hose interviened is that 
150,000 to 160 , 000 cars will. be produced in June, a s co~pared 
-·lt:t a figure of cpproxi :nately 2?0, 000 t or l!ay; a production of 
90,000 to 95, 000 is expected ln July; a total somewhere below 
9~ ,000 ln August; and in September a t ota.l nbove July. 

Pointing toward a busineoe i oprovement during the fall are 
t he follo~ting fact ors: 

(1) A cont inued reduction in inventori es. 
According to trade reports and ac t ual statistics, in­
ventorie s have been subst antially reduced in recent 
months, narticularly in merchandising channels . The 
Federal Renerve index of department store stocks at 
the end of Aor11 seasonallY adjus ted, r1a.s reduced 
to 6S a s oo~~r~d with 76 at the same time l nst year. 
Whole~alers • inventories at t he end of A1>r1l, accor d­
inG to Denartment of Commerce reoort s , were 12 ~ercent 
lower than in Anrll l a st year. Price reductions rAve 
to aooe extent been a factor . l:nnufc.ct urers ' inve~­
t ories are anoarently being reduced at a slo~er r a e, 
notably mlll. stocks of cotton soods, thous h recent 
production curtailment will hasten t he process. 

( 2 ) roduction has for six m nths been runnin 

substnntially b~lo~ ~~:t c~~~:~~~i;:v~v~\~=~~~~atly 
confirming the ac f roximately 1~ points in the 
reduoed. A~ ~li~r~e 0 ne~~~cary mer ely to adjust pr o-
F. R. B. index t l evel of r equirements, when 
duction to the presen drawn u on according to 
inventories can no ~onge~ belt aeAmapent1rely possible 
our study of basic eman . v remnhnsi zed as a bear­
that inventorideathha~\~:c~~~e~t~ry s ituation may, in 
ish factor , an a 
f act, have become bullish. 
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ro _o\"ling: other hand, are the A 

1
, A~ong the offsett1ng factor s , on t~e 

(1) Ae;r1cultural incomes wilt be lov•er the.n 
l~eor. Present est!M tee niace the total -
Inoo '1!--rif f!\rmers (including Government nay~ents} 
at a 'Ol'obable max1mun of 7. 3 billion clollars 1n 
193$ , which compares with a total of g,5 billi~ns 
le.et year . 

(3) 
1ng from 
abroad. 

d eo11ne D~Y occur in t h e nurchas1ng 

Exoort demnnd is likelv to be lower, Judg­
deci1nlng trends in i ni!uatriiil nc-.;1 v1 t y 

The nrice dilernnP. 

A solution of t h e "Problem of nr ioe d isnarities maY come 
r.bout tl\rough (1) a. r i se in basic commod1ti prices, resultinG 
f'rotl ds 'Ol et ed inventories , increa sed (k)vornment epend1n 6 and 
i ncreased industria l dehlond, at a time when t he reservoir of 
credi t has been great lY exoa nded; and (2} a n i ncreased rate 
of a ctivi tY i n the rigi d- price i ndustries, which would pro­
vide a setting in which a. reduction in p rices would l ead to 
a broader del:lll.lld and greater profi ts to mnnufactw•ers . 

Steel prices on severa l occasions in the ,est, nave 
".leen reduced a.tte~ an unturn in business was under way. (See 
Chart 2 . ) This was e speciallY noticeable in t he latter ~art 

' 
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of 1q21 nnd the l a t ter part of 1924, doubtless co~tr1but1ng 
to the r anid i mprovement in busi ness <~hich toolt nlace i n each 
of those years . These price reduct tone were a,-,8.rently brough t 
J'bout by an increase in steel demand, a t Vthich time the steel 
CI)1:">C.n:l.es we1•e able to profit by a further stl rml a tl.on of de­
'\"nn resul t1ng from reduc ed n 1•i ces. 

Current nr1ce a evelonmente 

The decline in basi c com"locUt y nrices, v1i11ch has recently 
been P neak feature in the business situation, has at lea st 
~e,.•or~~r1ly been halted, and ll!lturns htwe occurred in a number 
o:: co --!od1 ties. !:ore favorable forei gn CO?l)er statistics t han 
, .. ,_<' ":leen exnected, s. shs.ro reduction 1n the emort ouot a on 
r:~":l:;er , oversol d conditions i n such coo:~ 'od1t1es as t!heat and 
l ' 'J':) ,.r , n nd , s.ccordi n..; to :9reee ronorte, so::~ e psychological 
effect of t he nroso ect1ve Govern~ent buyinG of survl us orod­
ucts , were f actors- in the unturn. 

The f a vorable recel)tion of two large securit:t i s s ues 
t :1is wee't , wh1oh woul ci. have b een wort hy of note even i n 1929 , 
)l'Ovides concrete evidence of t h e 1mnroved si t u!'.tion for nev: 
EeC'.lr ity flot at i ons. It hns brought r ol).ytnr, tendencies in 
t:1e stoolt m.'l.I'kot a nd was doubtless a stron~then!n& f actor in 

co l.:odi ties . 

I n addition to the nrospect of a record ~heat cron , ~r1-
·mtely estimated a t about 1,077,000, 000 bushels , 1t a,:eru: s 
t•1, t the cotton cron t hls year no.y be co~siderably le.rcer 
.:,:· ··ws generall:r 'been lookl'd tor. An e&t1c:- te of 12, 927 , 0::>0 
~~~6· tor t h 1e year ' s oro, , based on June ls: ~~s,?~ts~ ~has 
·JeP.!l l'.lll.de by the l"a1rch1.ld 9 UI' I'au , M Ol'c.'8111 ~nt.on :u.vi .. ~ a ll.y 
~~d record f or 0~0, torecas~1nc . Cro~ eA?ectatlo~s ~enera 

'tr•le been around 11, 000, 000 oe.l ee . 
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R. li .Jr : 
Rando~ ph 
Burgess : 

l'! . ~ . Jr : 

11 : 

!! •. t . Jr : 

3 : 

-: . J . Jr : 

B: 

!i. ( . Jr : 

3 : 

r~. t. Jr : 

1 : 

'I .:I . Jr : 

B: 

R •• ~ .Jr : 

3 : 

l! . ! . Jr : 

B: 

H. tJ . Jr : 

Hello. 

Hello Henry . 

Hello, Randolph. 

June 6, 1938. 
2: 55 p. m. 

357 

~ell t he situati on is just about what it was when 
I t alked to you l ast. 

Uhhuh. 

Tha t i s the bonds are quoted a hundred and one 
t wenty nine to thirty one . 

Yes . 

And t he not es about el even thirty seconds under 
t hat. 

Uhhuh . 

The long bonds - t he t wo longes t i ssues show a dr op 
of seven and f i ve thirty seconds . The i ntermediate 
bonds ar e all up, the notes ar e up a littl e bi t . 

Uhhuh. 

N0\7 what ••e get is that the cor porations ~.hich hol d 
t hese maturing notes and s ome of t he cowndrcial banks 
ar e selli ng t he r i ghts . 

I see. 

That t !le i nsurance companies and savings banks and 
some of t he banks t ha t are long term 111i nded ar e buying 
them. 

Wel l , that ' s fine . 

So it ' s just r i ght . 

That ' s f ine , it -

I think it' s all right . 

And 
just yet a s to t he proportion of bonds 

and notes . 
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3 : 

H . . t .Sr : 

R: 

H •• \ . Jr : 

'3 : 

1 . ! . . Tr: 

t· . ! • . rr : 

H. i . . Tr: 

B: 

"· t •• rr : 

o: 

'-1 . , . . rr : 

3 : 

1 . 1. T:- : 

• : 

H •. t . Tr: 

3 : 

'! . L.Tr: 

!J: l . Jr : 

B: 

- 2 - 35~ 

That ' s pretty hard to guess . I think there'll be 
a few more notes than v1e first thought perhaps . 

Vlell, it will be fine 1r these banks will sell. 

I say I thi~~ it' s all right , and I'd r ather have 
the distribution t ake place so you don't have a 
lot of speculating in it . 

You have a ,;ood distribution now. 

Yes , \';e •re getting it, yes . 

Fine . 

Yes . 

All right. 

I just got to t he point of yout· Treasury bills . 

Yes . 

They went at 042. 

042 · 

Which is up a little on the hundred :nillion you 
kno· . 

Yes . \'.'ell t ha t ' s ,-hat ·.-. e expected . 

There ;.ere more banks b iddin_ this ti!!le . 

That ' s the Nev. York? 

Yes . 

Th.:lt 1sn' t for t ho ,.,hole Treasury · 

That ' s just Neli York. 

Yes . 

l'iell that ' s all right . 

J.laybe a little lo•,er for the country • 
all right. 

Oh yes , that ' s 
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R.Y. Jr: 

B: 

H.L! .Jr : 

B: 

3 : 

- 3 -
. 359 

~ell I ' m going to announce, i n a f efi minutes , tha t 
we •re going to c l ose t his as of ?.ednesday night . 

I think that •s a good thing to do. 

Right . 

Yes . 

AU r i ght • 

. Ri ght , Henry . 

- -... . ·-- .,.,.,.--
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s .M.Jr: 
Lowell 
Mellett: 

a.U.Jr: 

II: 

ll.!.I.Jr: 

!i: 

S.!l.Jr: 

II: 

S.li.Jr: 

II: 

S.I.I. Jr: 

Y: 

B. II.Jr: 

!(: 

H.fl.Jr: 

l(: 

S. lii.Jr: 

Hello, Lowell. 

Yes . 

Henry Korge~thau . 

Yes. 

How are you? 

Fine, thank you. 

June 6, 1938. 
4104 p.ll1 . 

360 

I bad a oeetlng, over at the White House, with the 
President and Burlew and Aubrey Williams and Bell, 
in which the President, on my recommendati on, 
provisionally approved, subject to passing the Bill, 
so111e two thousand projects for Public Works. 

Well, Henry, I just came from Burlew' s office . 

Oh you did. 

He got 111e and gave me a fill in on that. I have 
been talking with him and Mike Straus and the others 
about it . 

Oh. Well, I want you to kno" it was II1Y suggestion. 

Yes, sir, that's tbe way it was put t o me. 

And t he point - I asked the President whether be 
didn't want to channelize this spending through you, 
you see? And - tbe publicity. 

Ob-buh. 

And he said be did. 

Yes . 
Now I Just want to give you my thought. NoiV they 
always give out this s tuff. The suggestion I made 
was that tbey hold back on the s t ory until the 
President signs the Qill, and tben let the President 
announce be's got so many hundred million dollars 
worth of stuff that will go to work rigbt away, see? 
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;& : 

R. OJ • .Tr: 

iol : 

H. :t. Jr : 

'{ : 

H. i4 . Jr: 

tJ : 

1 . l • .Tr : 

· : 

R.:! • .Tr : 

!.! : 

R. r& • .Tr : 

~( : 

R. ll • .Tr: 

..l : 

B. ll • .Tr: 

- 2 - 3Sl 

~es. 

Nor, that will be something in an entirely different 
way they 1 ve ever done i t before. 

I think they must have a ve1~ different idea because 
their - their notion was thllt you above all people 
wanted to get the announcement out as quickly as 
possible . 

Vlhat I want to do is -

VIi th a llllUimum 

Oh, no. No, no. Vlhat I want to do is to get them to 
give word to the city that they ' re getting this money 
subject to the passi ng of the Bill so the city can 
begi~ t o f i gure . 

Yes . 

And then ~hen the President signs the Bill he ~~11 
announce t hat Public \',orks have so many hundred 
million dollars worth of pro j ects which v.ill start 
in so many weeks . 

Well now, the plan is more or less t ent ativel y 
agreed upon, what they can do, and I think they 
may have some misunders tanding of your desire. 

\,ell -

Because all the conversation ~as predicated on what 
they could do to meet your desire in the matter . 

Well -

VIas that they s ive a m:uimum effect and the quickes t 
possible effect. 

By doing what? 

Well - by - to make an announcement that would have 
the most immediate effec t on busi.ness . 

Yes . 

And indus try • 

They 're going to give one out right. away . 
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:! . ! . Jr : 

tl .. t •. Tr : 

l : 

'! •• ! . Jr : 

.. 

''· I . Jr: .. .... 

H. ! . Jr : 

'j : 

- 3 - 362. 

l'iell, now - so they contvmplate getti!\6 out tomorro1·. 
a gener al story of the - of the - of this ~arch 
amount to be available, t he large amount of 17h1Ch 
is going t o be done , and th.m that r s going t o be 
broken dovm into wha t tha t will mean in cement 
and so f orth and so on. In the cement business I 
mean,_ and s o on. Th!1n, that r s the stand unt il the -
until they 1re Teady to - u.ntil the Bill is to be 
sit;ned - until the Bill is s i gned, t hen 1t ;.ill be 
given out as fast as they can 6ive t hese projec ts 
and t hey can do about - tho:y figure to five hundred 
t o six hundred a day , 1t v. ill be over a period of 
t r. o or three days . 

I see . 

\, hic h \.111 b e very t>Ood in itself . Then -· but in the 
meantime ootiry the Congress~eo -

I see . 

A couple of hours before they bive t his to press ~o 

the Consressmen \.ill b e h• ppy a nd he ' ll send out his 
own story . N01. it is worlt1n& t o get the maximum 
publicity and the .Jaxirnwn i ndus trlal ef1lect to build 
an effect out of it . 

1·. e11, I' m n ot goino; to try to dot the t r s - I mean 
dot the I ' s and cross the t •s , but t he ma i n t hine -
no1· 1f that ' s the 1.ay they •-ant to do i t , I did n• t 
understand it , but I thou,;ht they <. ould hold bac:< 
until t!'le President s1.,ned , <.>u t if they •ve •. or ked 
it out t hat way, if you and Str aus are sa t isfied , 1.'ly 
I ' c not g oing to butt in. 

Uhhuh. But this v.as a ll predicated on .• ee t i ni your 
des i r es as they expressed i t to me . 

'oiell, I -

And so that 11as thoy had to mee t certai.nr!<Q~itions 
and troub l es and staff and ;.ha t no t -/l'~~;fll: a lonb 
that line . 

\7ell, l et •s l et 1t ride that ,,ay . 

No>. · .. hen I r:ent over t:rl.s , by the •·aY , and I 
sat ' throug h this , I offer ed ~bat opinions I had , 
had to expla in t.hat this o~fice, espec1ell7 ::~e , 
could not be doin& a ny of .~.t . 

but 
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Yes . 

At least , 

I see . 

You understand that l'.e ' re goill(; - maybe ge t appropri~ tion 
on the theory if 1.e don ' t do :my of t hat . 

Oh I see . I see . · .. e ll, I think that - just lot us -
after v.hat I ' m after is if .. e can get out - the next 
~. eek or so, and r eally get the stuff' out - five six 
hundred oillion doll rs i n real orders is goi ng to 
help lin:e hell. 

Yes . 

And if they \ran t to do it t hl t t.ay ana tl-Jen have the 
President d o s.>me .~ore .. hen he signs tt; th:.t ' s 
all r i ght . 

pcrha.JS 
Yes , I think that \, ill/produce t he maximum • 

All rig ht . · •. e ll anythi llb as long a s - I mean t he 
mai n thin~; is this i s real orders , not lilte ~la thP.n 
Straus stuff, . hich i s all earma r 'dn-. . 

Yes , I urxie!'stand . 

· .. e ll I •11 let it ride t he "Way you fellov·s 1 or ked 1t 

out . 

hi" hto. 

But a s I find thzt these d.Ufcre.~t thin,s h:lppen I ' •l 
t.Oing to ask them to .tee ,> y<>u po~t;;d . 

All rig~t, fine • 

Be cause - Oh , I think yuu should have it a l\fl.ay • 

Yes . All right , fine . 

All r i ght . 

Ri g hto • 

'!'hanlt you . 

' 
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mxlRAjil)UI! OF TilE DAY'S ACTIVITIES 

J\mO 6, 1938 

To: Tho Secretary 

From: Ur. ~gill 

Subje<>t: Income t&mtion of otato offlooro o.nd employees 

364 j 

~y 
I 

I 

Pureuant to the President'• direction , ~. Oliphant and I 
diaou11ed with tho Solicitor Gener al t hia afternoon, tho let;al 
stope to bo taken in t ho application of the Fort Authority caae. 
The Attorney General -.s out of tom. 11r. Jackson felt very 
atrongly that no legislation should bo re<>oc:endod or a dopted 
rer;arding income taxes ror pas t yo are, exoept ao a cor ollary to 
legislation fl.xing incol:IC tax liability for futuro yoo:rs. It 
-.o agreed that Ur. Oliphant'o office ahoulc!. prepc.re an opinion 
for tho guidance of tho Cotm>iss1onor of Intorr.al Revenue re­
gar ding tho ecopo of trA application of tho Pert Author ity caner 
and that legislation should be oought at tho norl session or 

Congress. 

Ur , Jackson also sUGgested that an interdepartmental com­
mitt ee should bo formed t o investigate and ~Ako reoo~endations 
regarding the llholo field of tho liability of the Federal govern­
mont to TBrlouo kinds of taxea imposed by tho states and vice versa. 

1o1r . Ol1phant is preparing a """"'>rand\.0 in responoo to tho 
Freaident•s note to you. 
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