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PAIW'IIRASI OF TJ:Lmll.Uf UOIIVZD 

JROII: Aaerioan lllb&11y, Parie, r.rance 

DATI: June 33, 19:581 5 p . lll . 

NO. : 983 

FRO!.! COCHRAN. 

1lt-1 

This afternoon at four o ' clock I visited at t he 

Bank of France. The Frenob control bad gained a large 

amount of foreign exchange yesterday afternoon, but had 

lost about half of it yesterday and the r emainder today. 

Therefore for the two days ' operations it is about even. 

~Y f riend told me that the unfavorable turn in the 

market resulted partly from t he reminder through a pr eu 

report that on August 5 , a maturity of 3,378,000,000 

franos of Bonnet one-year bonds will face the Government. 

A denial which waa appo.rently insp:t:red by the Min­

i str y of J'inanoe baa co•e out today stating that when 

those bonds mature the Government will seek no new money. 

However , the market anticipates some sort of consolidation 

or conversion operation rather than reimbursement of the 

loan. 

According to my oontaot up until yest erday ther e bad 

been continuing demands for fo reign exchange with a re­

sultant •nibbling• on the control's reserves. The volume 

of trance available for investment in goverment securities 

and otherwise is oontraoted , because ' franca are con-

verted into foreign exobange for Meting the deficit in the 

trade 
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trade balance,repartaa IOYerDIIen~ rail_,. obl1gaUone 

abroa4 aD4 for .uoh IIOY•en~ ae ~here _,. be froa ~1e 

currency into gold for hoarding purposee. 

DID SIXJTIOJI OR. 

BULLI'l'f . 

2 
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PARAPHRASE OF SIOTIOJI TIO or TJ:LEGR.t.K JIO, 983 or .ron: 33 
1938, FROK PARIS. ' 

In my friend's opinion, the last denia1 of Secretary 

Korgent bau had by ita p ositive and formal character stopped 

dollar devaluation rumors . There is still some tendency, 

he believes, to fear al l currencies. This is evidenced by 

the i mportant purchases of gold coins even though there baa 

been a l et up in the demand f or gold bars at London. 

I had a talk With the GQver nor of the Bank of France, 

Fourni er . Fournier said he knew t here were r eports in the 

pre .. t hat fu.rther shipment s of silver f r om Loyalist Spain 

were crossing France, presumably on t heir way to t r. e United 

St ates. However, he said he had no knowledge that Paris 

is involved in such transactions or that Spani sh silver 

coins are being melted here faz into bars for shipment to 

the United States, as was reported in a recent issue of the 

London STATIST. On J une 29 he e:r;pects the French Oourt to hand 

down a decision on the question of the Spanish gold which 

the Bank of France is holding, I n 1931 it will be re111embered 

the Bank of Spain borrowed French f r ancs f r ca the Bank of 

France and for these trance p ledged gold in France. Since 

that time the French trano has been deYalued over 50 percent. 

Therefore there remains, after r epa1111ent of the oredit l a•t 

year, al.llost one-half of the pledged gold. Demand for t his 

gold has been made by the Bank of Spain at Barcelona; the 

Bank of Spain on Burgos has sought to rest rain the Bank of 

Franc e f r om delivering t he gold. 

The Bank of France Governor r emarked tbat the zaajority 
of 
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of the direotora and of the branohea of the old Madri d 

BaDll: of Spain are with the Banlt of Spain of Burgo a. Be 

aleo -de reference to the recent court decision in London 

to t he effect that there ie still only one de jure goYern­

ment in Spain, but that there waa also a de facto authority 

which controlled a large part of Spanish territory. Under 

the oiroumetanoes, Fournier eaid he would not .be eurprieed 

if decision should be reached by the French court that 

it is incompetent to judge in the prlllliaee. 

END OF MESB.t.GJ:. 

BULLI!'f, 

( 1 •• 

·~I ' ., 
•• 

" 

4 

' 
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GROUP KEETU G June 22, 19.38 . 
9 :45 A. ll . 

Present: 

H.!.!. J r: 

Bell: 

H. l,.Jr : 

Bell: 

H.M. Jr: 

Bell: 

!I. Il . Jr: 

llr. Oliphant 
llr . Gaston 
llr . Gr aves 
llr . Haas 
llr . Upham 
Llr . Vlhi te 
1lr . Lochhead 
llr . Gibbons 
llr. Bell 
llr. McReynolds 
llrs. 1\'J.otz 

~ . ..,. 
'""" Bel l, I read in the papers, that Home Owners 

Loa.n got out a forty million dollar i ssue . The 
Tribune says that they are smarter than \7e are 
because they are selling a t issue point, but 
no one tol d me they were going to get out 
for ty million dollars . 

Didn' t Mr . Taylor tell you? 

No. The first I saw about it was in the papers . 

He •s been handling it a couple months with 
Delano. I t hought he brought 1t up at starr 
meeting some time ago, when he said around the 
twenty-second ot June they were going to have 
an i ssue . 

But no one gave me the rates; they must have 
decided on the r a tes after Taylor left. 

No. 

Well, anyway, so that I keep you informed, 
Jones was fussi ng here yesterday; I refused to 
give him a rate, because I couldn' t figure i t . 
He •s going to sel l fifty million dollars to 
finance Southern California \'lat er Districts -
four per cent, fifty year bonds , and he bas the 
Chase Syndicate - as of yesterday they bid h1lll 
a lumdred seven. FUty million dollars , w1 th an 
option taken on the t wenty-five. 

5 

' 
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Bell: 

H.M.Jr: 

Bell: 

H.JJ.Jr : 

Bell: 

H.M.Jr: 

Bell: 

H. ll.Jr: 

Bell: 

H.I4.Jr: 

Bell: 

B.N.Jr: 

Bell: 

R. M. Jr: 

Bell: 

H. I4 . Jr: 

- 2 -

Are t hose his loans or P. v; . A. ? You know? 

I am not sure . There 1 s about a hundred f Uty 
million dollars there. I didn't have the ••••• 

Must be his. 

I aidn't have the facts, and 
figure those things anyway. 
appeal for it. 

I don't know how'to 
I just don ' t have 

Do you want me to get the dope on it, in a memo- · 
randum? 

I think 1f you will call them up - I ' ll tell you 
who 1 s handling it for them •••• 

llulligan. 

llulligan is handling it for them. 

liulligan. 

I ' d do it as soon as you get out. He said he 
was limiting the Syndicate to two forty-five . 

Did he say anything about doing some financing 
on his own account? 

No . I 

I suppose Taylor - he told you, informally, of 
giving them a hundred million dollar credit and 
we 1d operate with Commodity Credit the same as 
we operate with United States Housing Authority 
up to a hundred million. 

I haven't gotten in on any of that. 

And along in August - between August 15 and 25, 
t hey'd get out an i ssue between a hundred and a 
hundred and twenty million. 

They couldn't pick a worse time. When you talk 
to Mulligan, tell him I think it 1 s a terrible 
time to do it, and if they are going to do it, 
they'd better do it right after the Fourth of 
July. FUteenth to twenty-fifth of August -

6 

• 
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Lochhead: 

Bell: 

H. !l. Jr : 

Bell: 

H. !t . Jr: 

Bell: 

H. ll.Jr: 

McReynolds : 

- 3 -

I suppose there isn' t a Government bond man in 
the city. 

It's pretty slack then. 

At the present time there's about 
million dollars in cash, and when 
bill i s si gned, they ' ll get 
dollar s in appropriations. 

fifty-eight 
the deficiency 

million 

I 1d rather give them the money and let them 
come along after ~ financing. 

Wayne 11·as trying to get them in before or after 
and he thought it would be a little late . 

Tell Mulligan for me it ought to be from the 
first to the fifteenth of July, or after the 
fifteenth . 

Yes , I 111 call him. 

Mac? 

Will you sign this letter to Traynor, accepting 
his resi gnation? (H. M. Jr. signs l etter . ) 

This is a letter I pr epared, to be signed for 
General Wood. There isn't aey question in ~ 
mind about the answer on that. (Inaudible -
speaking to Wrs . Klotz . ) double-crossed 
him. 

H.M. Jr: Double-crossed who? 

McReynolds: Double- crossed Ickes , while he was working for 
him. 

H. I,I . Jr : Say, I think I ' ve heard of that f ell ow. 
Wasn' t he one of - who was one of I ckes' Chief 
I nvestigators? 

McReynolds : Glavi s - but he worked independently . 

Gaston: What ' s his name, !lac? 

McReynolds: Jamie. 

H.K.Jr: Hasn't he got quite a history? 

7 

• 
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YcReynolds: Oh, quite a history . He got in a lot of trouble 
with t hose fellows up there . 

H. M. Jr : Sure. 

McReynolds: He's only applying for a supervisory job. He 
said he got a leave of absence . 

H. I.! . Jr: 

Gaston: 

Y:cReynolds : 

Gra ves : 

McReynolds : 

H. I.!. Jr : 

Hasn't that fellow got quite a reputation -
that Jamie? 

I, indistinctly, remember quite a story about 
hilll . 

You wanted Graves here to t alk about Bernie 
today . I don't think it1 s fair, and Harold 
doesn' t think it ' s fair , with Bernie away. He 
had considerable interest in that bank up 
t!ler e - considerable loans out; when the banlt 
went out it broke him, and he came in to see me 
and asked me whether I t hought he ought to go 
into bankruptcy. I told him I didn ' t think 
so, but t hat it was his ovm affair, of course , 
but that I thought he could work out something 
with them. He worked out an agreement with them, 
on which he was supposed to pay f orty dollars 
a month to clear hi.raself on a r educed amount. 
He hasn ' t kept that forty dollars a month up. 
That ' s what Diggs i s hollering about . Graves 
has had Bernie out on the west coast for some 
time, and all he can do now - I've got a long 
report from Him, but he has no papers to r efer 
to , but I don't t hink you ought to act on it 
until Bernie gets back. Graves s ays in any 
instance, he is willing to get Bernie in and 
kick him in the face if necessary, and make him 
clear up his agreement up to dat e , and make him 
pay UP, his arrear s . 

I can t ake care ol: that wi th Bernie, I am sure . 

I don't thirik t here i s anything i n it except an 
indication o~ lack.of good faith and his failing 
t o keep up his forty dollar s a month payment. 

Now listen! Of all the people i n the Tr easury, 
both of those man ought to see that fellow -
better than seei.ng his v."i.fe - you are going out 
there, and I am not &Oi.n& to sit around here and 

8 
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Graves: 

H.M.Jr: 

Graves: 

R . :~ . Jr: 

Graves: 

R. IA . Jr: 

- 5 -

wait for a month. You take the papers out with 
you. 

They are his private papers. I wouldn ' t have 
access to them. 

Then he'll have to take leave of absence and 
come back. I am not goitll; to wait. I don't 
think we should have waited two days. If' 
necessary let him take his leave of absence and 
come back. . · 

I'll see him next Tuesday at San Francisco. 

I YJant this thing straightened out right away. 
Of all the people - 1f there IS anybody in the 
Treasury under personal obligations to ce, to 
kee9 his record clean, it's Bernie. There's 
nobody that owes it to me more than Bernie to 
keep his record clean. God, what I went through 
for that fellow. I don't want to fool around 
with it, Harold. 

I'll take care of it as soon as I - next 
Tuesday. 

As long as uac kneTt he owed us money, and all 
that, I wouldn 1 t - I mean, I just - I wouldn't -
there is no - there's no reason why he shouldn't 
keep his payments up. V/111 you - the two of 
you •.... 

9 

McReynolds : It seems ridiculous he should have let it go. 

H.L!.Jr: 

I don't know what arrangements he made with the 
bank. The only thing he talked to me about was 
whether he should go into bankruptcy. I told 
him it was his business, but that I didn ' t 
think it necessary. 

Bet'l;een the tv1o of you, I want it cleaned up. 
Get an air mail l etter back to McReynolds and give 
it to Upham so he can give it to Diggs . 

Graves: Yes sir . 

UcReynolds: All right. 

B. U. Jr: 0 . K. , llac? 

• 
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McReynolds: You wanted some information on t hat Railroad 
Retirement bill. 

H.M.Jr: Yeah. 

McReynolds : Now that bill does three things. A report•s 
going to the Budget - sent over there - it•s just 
a resume of the report that we sent up to 
Congress when they were considering t he bill, 
and Social Security's given you a report, and 
Labor Department has given you a report, all of 
the same general respect . The bill takes the 
Railroad Retirement group - I don't mean retire­
ment, I mean unemployment group. 

H.M.Jr: Unemployment group. 

McReynolds: Unemployment insurance end of it - :it takes it 
out of the Social Security Board entirely. It 
takes the collection of the taxes out of Internal 
Revenue, out of Treasury. They collect them 
directly - the Railro~d Retirement Board does, 

10 

and they - it takes it out of the state system ' 

Bell: 

H.M.Jr : 

Bell: 

H.M.Jr: 

llcReynold s: 

entirely . They - the state doesn't participate 
at all in the expense of this thing . It makes 
it a Federal unit of the Unemployment proposi-
tion for railroad people along;· makes a special 
group of them, and it puts them under the 
Ra1lroad Retirement Board, and takes out a 
preferred group from the general group and they -
it just doesn't make sense . 

The Board will do everything - collect the taxes , 
invest them, pay it out to the individual.swhen 
they are unemployed. 

I thought we did have a special group . 

Retirement, but not for the unemployment organiza­
tion. But they are not separate so far as the 
taxes are concerned . Internal Revenue collects 
the taxes. 

This makes them separate and puts them under the 
Retirement Board? 

They collect the t axes - it takes it out of the 
Treasury. That ' s never been done before . The 
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d 
Treasury h:ts always collectewhatever taxes were 
due . They propose to collect their own. There 
is another thing; t hey ar e permitted to use 
these taxes they col l ect, not only to pay for 
investments , but on a per centage basis to pay 
their administr ative expenses, so they don't have 
to have an a ppropriation. That is the most vicious 
part of it . They ' ve got no supervision of 
Congress, or anybody else over the amount of 
adMinistrative expenses . 

Can they make campaign contributions ? 

It 1 s o1•azy - absolutely cra"-y. It sets up the 
separate - it i s the first preoendent for 
relieving the states entirely of the expense of 
your unemployment insurance . It is the first 
step toward Federalizing t hat whole project. 

Bell : I think it picks up all the bad features of a ny 
bill introduced in Congress and incorporates them 
in this one bill. It's a step in giving the 
Railroad Boards higher compensation than any 
other group in the country . 

McReynolds : That is t he reason why they want it . 

Oliphant : It's also a step of breaking up the whole system 
along industrial lines, organizing the old 
Social Security program instead of one giant 
orgatdzation, breaking it up into industry. 
There is reason to expect - no r eason wny 
Communications should not come up next year and 
ask for Communications Boards, taking in telegraph 
and telephone ••••• 

H.M.J r: And each one will try to get a lettle more than 
t he other got out of the Federal Government . 

UcReynolds : It's the most expensive thing that can possibly 
be contemplated . 

H. IJ .Jr: Nov11 Dr . White, you can have your say. 

White : Well, I am not familiar with the detailed merits of t he 
bill beyond what is probably obvious. In the fir st 

place two of the leading authorities in the 
country on unemployment insurance - men who have 
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studi ed it abroad and here, E. ~. Burns, of 
Columbia, I know per sonally; and Brown, of 
Princeton, are strongly in favor of the bill, 
for numerous reasons, but I wouldn ' t pret end to 
know enough about it to comment on it . I am 
sure they have made a more careful study of it 
than I have. 

12 

McReynolds: Are you sure about Brown? 

White: 

Bell: 

Vlbite: 

Upham: 

Yes. He •s strongly in favor of it. I think 
he's come out in the hearings. Then, I would 
say that the railroads have always been made a 
separate case; that the states , I think most 
of the states , either all or almost all of the 
states, have provisions in their unemployment 
insurance to make a special exception of the 
railways, and there are special circumstances 
t hat apply to the r ailways that I think do not 
apply to any other industry, although much of 
what you said probably is true . But I wouldn't 
tend to comment on the merits of the case; it 
is only this aspect of it that I thought might 
be raised . That bill was passed unanimously by 
both houses . 

But, during the cl osing days and tha rush of the 
session. 

It 1 s not only that, but I think that most of 
the - I happened to glance through the Congres­
sional debate and I noticed that a great many 
of the Republicans went out of their way to speak 
in favor of it - so as to go on record in favor 
of the bill, for purposes of their own, to be 
sure, but none the less , it does indi cate that 
before anyone goes out on a limb to disapprove 
that bill, to ask t he President to veto a bill 
which has been unanimously approved in closing 
sessions, which indicate , you see , that Congress 
will not have a chance to pass it over his veto, 
which t hey would have done in a minute had it 
been done during the time Congress was in session, 
smacks very largely of dictatorship if anything 
does. 

I don't like "dictat orship. " 

• 
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I am just raising various things that occur to 
me. I am not going into the merits of the 
bi ll because, as I say, if youttlike it, I'll be 
glad to examine it from an economic basis , but 
I am merely setting forth the fact that there 
must be some mer it in it because of the fact these 
two leading authorities have come out for i t, 
and the further fact that it has always been 
recognized in text books on unempl oyment 
insurance as being a desirable move. One of 
the reasons is the model they have set up i s 
far superior to that of the Social Security 
model. It is much simpler; the administration 
is cheaper, and the conclusions , as I say, or 
those who have examined foreign systems, are 
that this is a much better way of handling it. 

Well , •.• • 

What do you mean, nadministration is cheaper?n 

13 

The administration is less costly, but, for • 
example, it is already breaking down in certain 
st at es ; it is held - I don 1 t know about the 
merit s of t his at all - I am merely repeating 
what I know cursorily. I am presuming it will, (A) 
cost the s t ates a good deal more than ten per 
cent, and the Treasury will have to dig into -
make good the added administrative costs; (B) 
that because of the implication it may cost them 
less than ten per cent to administer, except 
in uzmsual times, in which case they will have 
piled up a reserve to take care or the additional 
expenses, and I don't think the President will 
veto it anyhow. Why recommend something which 
he may not veto? I'd even go farther and say 
probably - I am almost sure he won't veto it, 
parti cularly when there is a question - when you•ve 
got a strong position as to the merits of the 
.case . That is my sole thought . 

Out of t his, Mac, I wi sh you' d call up Pr ofessor 
Brown at Princeton. 

All r ight. 

And then if you want to get more than one opinion -
point or view, B. M. Burns , of Columbia . There ' s 
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another thing - that Board - you were a member 
ot the Economic Security Board, weren't you? 

Originally, yes . 

That Board was studying old age reserve . 

Let's talk up to Brovm, who impressed me as a 
very able fellow, and Chairman of the Advisory 
group. 

George? 

I don't know l'lhether you y;ant to have any more 
comments on that or not . 

Go ahead. 

Just very briefly, I think that Barry, from the 
economic standpoint, may be considering a bill 
in an entity, and an economist may look at it 
separately and say that the arrangements t hat 
this bill carries have advantages and improvements 
over the general Social Security Act, but the 
big obj ection, as I take it, that Kac makes, is 
the additional administration of the whole 
problem, of putting this - this organization is 
out to collect its own taxes. Another administra­
tive disadvantage, which the precedent this bill 
will set, I think, is where the argument comes 
in on the thing. I think there is a possibility 
of this setting a precedent which even though 
in itself it might be an excellent arra ngement 
tor a Social Security provision for a group of 
people, it may set a precedent which will eventually 
work in the breakdoYm of t he whole Social Security 
work. 

May I say a word? 

Sure, go ahead. 

I would be inclined to say just the opposite -
that if something of this sort isn' t done, the 
thing may break down. The application is in 
danger, and the r ailroads have always been a 
peculiar case, and the railroads is one case 
where the Goverment has wanted to maintain as 
much control as possible. Therefore, they are i n 
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a just~iable exception - they are a justifiable 
exception, but the important thing that I want 
to get across is merely that if you are going to 
investigate the case further on i t s economic 
merits •• •.. 

15 

R. l& .. Tr : I want Mac to find out where Brown stands on that. 

McReynolds: Wiss Dewson was in on this thing last week. 

H.M.Jr: Molly Dewson - she ' s like every other bureaucrat, 
she doesn' t want to lose something . 

1'/hit e : That is why a good deal of this originates with 
Bigge over at the Security Board. 

R. lA.Jr: Let •s find out v:hat Brown thinks . 

McReynolds : I'm willing to say t hat the mos t of t he activity, 
looking t oward the preparations for reasons of 
disapproval is chargeable to me personally, because 
the minute it got on the ticker - when it passed 
the House - I called Social Security Board and • 

EI .M.Jr: 

Oliphant : 

H. U.Jr: 

told them to get busy. 

I just don ' t know Mac these days , do you (Mrs. Klotz)? 

Fr om t he legislative standpoint, I ' d like to make 
one r emark . . That is from the legislative stand­
point. Accept the objective that l'lhite outlined, 
and White ' s right - one or the biggest things 
urged in its f avor is t hat the general Social 
Security program is administratively so big it 
is impossible. The unfortunate thing about it 
is that this group went off into a room and 
drafted this bill, even though we wanted to 
separate the r ailroad thing it ought to have been 
drafted by everybody who saw the whole picture . 
That is, even though I favored the bill, I wouldn ' t 
favor this bill until the thing has been reworked 
out. It may be a good case for separate administra­
tion, but no good bill for separate tax collection. 
So that , as legislation, I think it is untimely. 

Well , I'm interested in this di scussion, because 
it brings up -but it's kind of late, but, as I 
say, I'm going to ask wac to find out what Brown 
bas to say. 
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Every report that the Bureau c:L the Budget ude 
on it was "not in accord" with the President's 
progrBIII, and with the consent of the President. 
I took it to the President personally, and sat 
down at his desk, and he said, "Every report 
that comes across your desk, hold it not in 
accord ." I did that after J i mmy Roosevelt told 
Social Security to go easy on it. 

You mean Jimmy wants this . 

I mean, politically, I think he was trting to 
get the Administration to go easy on it. 

I see. That's all very likely. 
-. 

All right, Kac, anythfhg else? 

McReynolds: I haven't anything alese . I 1ve got a case here 
that you wanted to talk to me about, about an 
individual that you sent in to me some time 
ago . 

H.M. Jr: (Looks at memo.) Can we or can we not? 

McReynolds : (Nods "No.") 

B.M.Jr : Well, we 1ll have to get a new doctor . 

McReynolds: Be's working there and he can continue to work 
there, but it's just a routine. 

H.W.Jr : (Mods to Mr . Bell.) 

Ball : I have nothing. 

H.14. Jr: (Speaks aside to Mrs . Klotz. ) (Nods to Ur. MeR. ) 

McReynolds: That's all . We 'll take care of that . 

H.M.Jr: 

Bell: 

H.M.Jr: 

Lochhead: 

(Nods to Mr. Bell . ) 

I have nothing . 

(Nods to Mr. Lochhead.) 

London gold market is settling down to a normal 
market now. France managed to gain yesterday 
and again this morni.ng . Japan is mak1 ng another 
shipment of gold, the first one in about a month, 

16 
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and Sweden is starting a new series, shoot ing 
for that goal ot seventy-five million dollars . 

You gold boys - Gold Dust Twins - the Minister 
of Siam is coming down on the twenty-ninth to 
see me. 

That 's not gold dust, though. 

Polish up on your Si amese. 

Siam is extremely strong - but be left himself 
with only one argument as to why be wanted to 
sell sivler . 

That is, .. . . . 

Because he i s a little dubious about the futur e 
of silver . 

It 1 s a pretty good argument, I'd say. 

Well, anyway, polish up on your Siamese, wi ll 
you, boys? 

You've heard the story about when the King of 
Siam was here and Al Smith took him up on top 
of the Empire State Building . Smith was telling 
h1m all about it, and showing him the vastness 
of everything from there, and the King was just 
showing no enthusiasm at all. Finally Al said, 
Good God , your l.la j esty, aint you impressed?" He 
said, "No, Excellency, the white elephant is the 
emblem of our country, and the white elephant 
is the thing we adore over there . (Laughter. ) 

A good story. 

I •ve got nothing else to report . 

That i s a good contribution. Harry? 

llix gold with s ilver - a fell other things here. 
One here is t he French-Indo thing ••• •• • 
depreciation of t he franc , and ther e is a 
possiblity we will get that dumped. They are 
beginning to hoard it for export. It isn't 
important, but i t's interesting. It 1 s another 
country off the s i lver coin. 

17 
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Then, we heard from Mexico - to be sure it's a 
month late before we get our information - but 
this chap down there gave many reasons why he 
expects the peso to drop. lolerely want to remind 
you that if it drops to the melting point, we 
can get a lot of it, but more than that, apparently 
the Uexican government i s collecting what is 
equivalent to our silver certificates, i n order 
to release the silver which is behind it, which 
they probably will sell, to get the foreign 
exchange. Although they are coining silver, 
on the other hand, they are r educing the amount 
of silver in circulation. 

Whether his prediction is sound or not, I don't 
· know, and things ar e getting worse, and we are 

going to have that silver dumped, and another 
country will be off the silver coin. Since tha t 
affects the Treasury definitely, I might remind 
you of that. 

The third deals - there is that - this committee 
on independent agencies to consider t he question 
of cooperation with American Republics, which 
Wayne Taylor is on. He wasn't present at the 
l ast meeting, and they are having another meeting 
this week. I spoke to you about Public Health. 
They ar e taking care of that, but they also have 
a memorandum prepared as to ho11 t he Treasury 
Department, through its various agencies, can 
cooperate. If you want to turn that report 
over to somebody t o take care of it •• •• 

Let Gaston have that . 

Do you want anybody to attend those meetings , 
or let them just slide? 

You'd better go. Anything else? 

That's all. 

(Nods to llr . Upham.) 

You want the same people here at two thirty who 
were here yester day? 

(Nods "Yes .") And if possible, let everybody 
see the revised set-up. 
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Yes . Well, there •••• •• 

(Mrs . Betts brings in chart for H.Ji • .Jr. ) 

There are some inter-agency conversations going 
on this morning. Some of them seemed to have 
discovered they agreed to some things that are 
illegal, yesterday. 

That is their bad luck. loly lawyer was present 
yesterday and as we went along he gave each 
item his blessing . 

Who, particularly, raised the legal point? 

I t hink all three of them have raised one point, 
which concerns what you do with the impairment 
of the capital of the bank - whether a certain 
item can be used. 

Keep Oliphant informed, because I want a.n easy 
meeting this afternoon, because I can't take 
more than one of t hose a week. 

I expect a telegram to you from White . The 
F. D. I . C. wrote a letter not long ago to the 
National Unit of Economic Research, suggesting 
a white-collar project - the National Bureau 
to do the work on bond r atings , which fits into 
this investment regulations, and the National 
Bureau has now asked the Comptrol ler to cooper­
ate with the F . D. I . C. , and the Bureau, and 
the Federal Reserve in that project. 

Wesley Kitchell is our pal; he comes here once 
a month, you know that . 

Yes , yes surely. But you have no objection to 
the Comptroller cooperating on that. 

No, but I'd like Haas to know about that, 
Kitchell is down here about once a month. 
drop in ar ound a little after two and let 
know how you•r e getting along. 

because 
Well, 

me 

As near as I can tell the boys did keep their 
mouths shut after they left here yesterday. 

Apparently. I saw nothing . 

19 
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George. 

I ' ve just got one minor thing, as a matter of 
informat ion, if you don't already know about it. 
The President sent a letter to the Chairman of 
the Statistical Board, and I ' l l read a couple 
sentences : 

" I am concerned over the large number of 
statistical reports which Federal agencies are 
requiring from business and industry." 

And it goes on •••. The next paragraph: 

"Specifically, I am interested in the approximate 
number of financial and other statistical reports 
and returris regularly required from business and 
industry and from private individuals by agencies 
of the Federal government under existing l avr, 
and the authority under which each is collected, 
specific i ndications of the extent and kinds of 
duplication existing among t hem and the diversity 
of accounts and records which they necessitate . " 

He says finally: 

"I shoul d l i ke to have the compl et e report of 
the Board by January 1, 1939. " 

That 1ncludes all the tax f orms and all that sort 
of thing, so t hey uill be a.r ound in the Tr easury 
on that - several people - Uac, and Harold 
Graves, and so on. 

All right. Uaybe they will i mprove them. 

Let's hope so. 

Vlhat else? 

That's all. 

How about the receipts? I thought you were 
going to br1ng up that this morn1ng . 

Come on boys, l et ' s go. Wha~ about receipts? 

Well, I ' ve a sked for an estimate for revenue in 
1939, by the twenty-fifth of this month. 
George said he t alked to you yesterday • 

20 
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Well, I think for us to give one until a!'ter 
the Fourth or July 1s plain silly. 

The President is leaving on the sixth, and that 
means I can' t get out a summation until late 
in August . 

Listen, have a heart l We ' re right in a period 
now - give you an estimate - I mean, give me 
until the week after the Fourth of July and I 
may be able to give you something that is worth 
something . Now it wouldn' t be worth the paper 
on which it is written. 

It wouldn't change much. 

It might. 

Let the President see a few more rain drops. 

I saw him last night, and said, "Did you use 
Henry's version?" He said, "No," - he didn 1t. 

21 

Oh Dan, the President doesn't leave the continent 
of North America until the sixteenth of July, 
so you could get it to him. 

I suppose so, but it rushes me a little . 

I mean, it makes an awful lot of difference to 
me . I could get - give you a better version 
then than I could this week. Put it on me; I 1m 
willing to take it, but give me until a!'ter 
the Fourth of July. 

Well , the press is expecting it. 

You can get it to him before the sixteenth. 
That is very confidential. But I really wish 
you would give me until after the Fourth. Is 
that all right? 

Well , you've got the whip-hand; I can•t go until 
you get your figures. 

I know. I haven't &one it on that basis. If 
you say you•ve got to have them, we'll give you 
a figure this week. 
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I haven' t got to have it; I wanted to get it 
out right after June )0. 

It these rain drops don't stop I might be able 
to gi ve you a little more cheerful picture. If 
I've got to give it to you this week it will 
be a pretty black picture . If you say to me you 've 
got to have it, you can have it. 

I haven't got to have i t; it all depends on t he 
President . He may want it. 

Is it all right if I t ake the responsibility -
I mean • .•• 

Yes , I think we ought to talk to him and see what 
he wants to do. 

I'll talk to him Friday when I see him. 

Harold, you are going out to California to set 
up this Vlest Coast - the whole business? 

Yes sir . 

When are you going to star~in . New York? 

The first of August. 

And in Chicago? 

The f irst of September. 

Getting full cooperation? 

Couldn't possibly be better. 

When you are in San Francisco, I wish you'd try 
something you've never done before, and that is 
to call on the newspapers - didn't vte used to 
do that in the alcohol days? Will you talk it 
over with Gaston? 

Yes, I 1d be very glad to. 

I wish you ' d call on t he publishers and explain 
to them what you are doing out there . Is t here 
~thing you want to ask them? 

22 
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Nothing, tbanlt you. 

Anything you want to contribute? 

I think I've said the most important thing, a.nd 
t hat is, we 1re getting the finest cooperation 
from the Commissioner and his people in what 
we ' re trying to do down there . 

0 . K. Talk to Gaston about that. 

Graves: Yes , I will. 

B.~ .Jr: Mac , I don ' t suppose it would be necessary for 
Herbert to go along? 

llcReynolds: It may. 

Gaston: Very desirable, but not essential . 

B.!.I.Jr : What do you have? 

Gaston: 

H.M.Jr: 

Gaston: 

H. U.Jr: 

Oliphant: 

H.M.Jr : 

Oliphant: 

llcReynolds: 

I got a telegram from the Committee for the 
Nation. 

Yes, I read about it . 

I was just going to acknowledge it and tell 
them what they say isn't so. 

0 . K. 

(Nods to ~. Oliphant.) 

You asked me for a memorandum on grade crossings. 
I sent that in to you yesterday. I had some 
typing trouble on it; otherwise we'd have had 
it at 9:30 yesterday. 

Yes . 

Yesterday, mention was made about Ed Fol ey 
going around on the Hill. 

Well, Herman wanted to report , apparently, there 
was no - there was no verification of this 
business of Ed going up on the Hill, because he 
and the Senator from New York were not on friendly 
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teras, is all I koow about 1t . 

Well, I made further inquiry and satisfied 
IQ)'Selt . 

o. K. Now, Haas, you're going over with me 

24 

to Wallace's . We leave here about five minutes 
past eleven. 
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~perat~r: Just a second. 

H. ~ .Jr: . Hello. 

June 22, 1938. 
11:04 A.U. 

o,erator : Calling Secretary Uorgenthau. 

H. :; .Jr: Hello. 

Jmfi) Hello , Henry. 

H.U.Jr: Hello, Jesse. 

J: How are you? 

H. t:. J r : I':n tine. 
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J: "'ell, I caught a 7 o'clock tram last night and 
I 'm in New York eo I won't Join you this afternoon. 

H. U. Jr: ~ell, that's all right . What job -

J: I wondered why you're hP ving a oother meeting, 
unless --

H. l.t. Jr: Because, to give them these that we've written. I 
want them to eee. them so they '-'01\' t say afterwards 
well, t hey didn't know this or that wae in the thing. 

J: I see. 

i' . :j . Jr: See? 

J: or course, you're not s~ins to do i t, but I 
wouldn't let them get 1n to an,v more arguments. 

?. . l: . Jr: 

J: 

H. H. Jr: 

J: 

H. : t. Jr: 

I'm not going to. I've told them that already. 

And, so they'll keep you there all afternoon? 

No they won't. 

I mean they would 1t you ' d let them. 

No, no, but I just didn't want t hem t o l at er on 
say well we didn't know that wae in and then k1ck 
the traces. 
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That's all right, I'm tor it. I thin~ it got 
very good publicity. 

Excellent. Exc ellent. 

s., I Jus t didn ' t want you t o let them worry you 
any more about it. 

No . They're no t go ing t o. 

All r ight, fine. 

Wha t are you going to get, 107 fo r t hose? 

Uos t I can get. I thi nk that's well settled, 
don't you? 

H. ~ . Jr: ~el l , I don't know whether 106, 107, or lOS is 
goo~ b ecaus e I hsven 't figured it, but I think 
it's a G~Od time t o sell bonds . 

J : 

H. t! . Jr: 

J : 

H. u. Jr: 

J : 

Yee . ~ell, tha t's the mos t I can squeeze them 
up, Henry . 

Well -

I think maybe- I ' d hate l i ke the devil t or them 
to go down, don ' t you see? 

Vell, as I eAy, I haven't s t udied the m~rket, but 
I can t ell you it' s ~ good t i me to sell. 

WhPt I ' m r eall y doing- what I'm - if I do it 
I haven't s t artPd yet -- I ' m s till negotiating -­
I told them t hat we would sel l them, tbet i s, if 
t hey ' re making me a definite written proposition 
~hich I will r eceive ln ~he next hour. 

H. "! . Jr: Yes. 

J: And that i s of 107 and t hey agree in t ha t they 
will re-offer them as no t exceeding 109. 

H. !i . Jr: I ~ee . 

J: That limits me t o two ;>ointe, you see . 

H. U. Jr: 0 . K. 
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J: 

II. u. 
J: 

H. L! . 

J: 

Jr: 

Jr: 

- 3 -

And that's pretty t a1r protection. 

All right, Jesse. 

All right. Thank you very much. 

Thanks tor the help.yeeterday. 

Well, I was del i ghted. I ' m very much pleased 
with it. 

II . U. Jr: R1ght. 

J: Goodbye. 

H. U. Jr: Goodbye. 
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H. !I. Jr: 

Oper ator: 

H. !J. Jr: 

tl : 

H. LL Jr: 

!.! : 

H. ,. 
"'• Jr: 

:.l: 

H. M. Jr: 

LI : 

June 2~, 1g~a. 

10 :22 A. u. 

Hello. 

!Jr. Uadtaon. Go ahead. 

Hello. 

Hello. 

Ur. l.lad ta:ln. 

Good morntng, Ur. Secretary. 

Good morning. How is that i ssue of those water 
bonds going7 

Funny thing, Ur. 
dope on it yet. 
lt wae real good 
my hat on 

SecretAry, I can't get any r eal 
The early expecta tions were that 
but I can't find enough t o hang 

I ' m going the rounds now to see 1f I can't get some 
informAtion . Up till now I haven't been able t o 
get any. 

Will you give me a call if you get any7 

Yes, I ' ll g ive you a call. 

H. !.!. Jr: I t hank you. 
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YASHINil'tO!l POS,. - .1une 22, 1938, 

• ~ " ~" • :Jpea...., aw :s~pec~. 

Spe. nd_ing Act ,_S, igned~ .. ·t ::,:~~::£-=:' 
__ ,_ 

dq __ .... , __ lo_ 

Preside.nt MinimizLes ~ =t-:~.=:2:::::.: 
~ • ..... M would delhu a ..,..... du.t to 

• t •• .. tM )hUon Mm Wlilhblii'Otl a t 

SIU.m~;l() _.Go Q~ Ra.d. _io· ~:~~~#~~~t~::-r r... r•tworlu. 
· • · ~Informed. per100r1 •xpeet~ him 

,As8er.b. ·'38 National Income Will'Be 5 1 .. :=:,·b~":.t::~ 
Bdlfon Above Spring EstimateS; ., ~c!'.:.otblt pr.lramuaetOt 

Plans Fir~side Chat Friday. 0 · • "-._., "...._ 
1 

SEES PW A. UNDBR W A.Y !N 60 DAYS; 
APPJWVES 45}flLLS, VETOES BUT 

Rail Chiefs Call'Unions to Pay Parle 
· -July 1 Cut fteli,yed; Borah Urges 

• . . Slash in Bo,nd Inte~est. . ~ 
On the Buolneu Fronte. · 

Bu..ifttU t.. not ud. hu not b«tll u W •• Nav1 ~pli M.t1c bcUc utd. 
PTtd<fn;t Rooa.velt tot4 tit.t,t rdou, o"" t.l\t JWOI'J)«C.. for bu..ftM• th6 
vea.r hace dcthitktv tmpro11cd. <! 

lt4UW4V Uf'C'Uth:.tl C'&IW /O'r NU "'"'"' ludtt'l Co "'"t urith U.em h1 
CMC"GQO 111flC .tl til) MOOU.Cf: to.Nrcl a ICUI~C of the d-iep~J.tc ot~cr 

n• Ptu14ut "" u blek!Aa 
bJ, ttlwa:.tot 00 bull1aUI a u.--t ot Co.lniDI~ ..timate 

• 1M .. --~ U.Ja 
woul4 M oUP\17 abo•• -.. 

000.000. • • r It • r Go~t 
CW W'U't t SIJ)OOMO.M. 

• Pf'tlktftlt ...... UUd u .. 
lht b.-.. ha4 .... ,.. bo\· 
!a. Jtl downward tread. 
....,..,~ bo leo U.. tollowtfl 

1 1 be quoLt4 4lncUt: -, 
M IIOBMbod.t rtJUtked the oU.ir 
1· tbert have btu. a lew rah.'l· 

roPt comtaa trom the beavma. a::a4 
uJbt7 tht7 wlll' k tollowtcf.wtU. 
much·DHded. &bower... .. 
He purled a QUettlon 11 to when 
e &hower woukt come. ..... -................. . 
Wllh a allu,l ot _,. ID blt hUJd' 

r Mt ...... AJd: 
J'lnt.-Dirt .....Ud 41 "" - .­Snotor BO'Nh caltcd tor n ll bolildhoWt'f'l co KelP( • clr.,Cic • luA «• 000 ot PubUe Worb Adm.IDIItn.tloA 

t.M 'P'~ JS .., t«&. \Moe ni:C. ,. 

ia.tcrut to cu.rid t}t.e t'oMI l• th4(r JIHM"'C JIM.tlc-t.l diflevldQ. proJtctl, wltbia to 4aJI. IIOW chat 
S«urirfb '"'It G"(III«A a brifk Non (a llw: IMit &d(ce 1t.odc: ITMiRQ" iA tU ... fiS."'II..OO.OIO bW bu bccD. 

Jt 1fttb u WaU Strttl lOoJc. a tMrc ,..,.,fw.l oint. St-l" Po:.te zz. - •J,prfd. 
nc 8Niacu Acl.,UO, Cn~~~eU ot lite C091Uiltree lkpc.r~Mftlt hu !N:Pt&• d: ..,.._Tile~ for~ 

a uriu Gf .. uti""' \Of.~ h..C.Mu i.Hf~n•. d,..t,.c:cl to no.avrc lAtta ca!:' :U for :'e ~ ~ 
u. .. -nntv tae~utioaUOJt w"U be COIMiad«d oa a h(Qh RIQJt.t • ..P4M 1!. ~Dtbs ot tb• 7Ul. wu d<iloli•IJ 
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r ... Nl ~lu C 1 l.l'&lee OOI'por&Uoa 

-.., ot -UUoo Pft- • 
. I~ 1, 19)7 to Jao 22, 19)8 

lncue• 1A *!"•eeui 0 
Jti7 1 , • AprU 24, • • lla7 5 . • lla7 12, . lla7 19, • lla7 26, . .r ... 2, . hao 9, 

c-ut1 Unit 
. 19)7 to • 19)4 t o : 19)4 to : 19)8 to : 19)8 to 
: Api'U 29 ,• lla7 ~. : 11&7 11,. : lla7 18, : lla7 25, 

: 19)8 to : 19)8 to : 19}5 to 

• 19)4 19)8 • 19)4 
: J'ue 1, : .r ... a, ;~j5· • 19)8 . 19)8 • 19)8 . 19)4 

Apploo \Dr1odl Pouda 111,~ 1" 11!0 

Apploo l'rul> Buol>o1 o 5,604 116 • 2 
1'·m 

m Apr1ooto (Dr1o4) Poun4e 2,990 
i:990 

Boano ~Dr1o4) Poun4o 52,990 1150 1100 100 2,090 6o 670 
-

Beano Snap) Buol>o1o 9 ' 
120 56.810 
10 25 

Butter Pound• S,£20 911 ~~~ ~11> 1,~, 1,m 1,7~ 887 192 

~~:~ Jll CobbOIIO Pou.nde 10, 67 7,020 5, s 7. 72 1,9 

oano •TNP Ga110DI - ~ 

CelerJ crete a 166 el 20 
9? 

1 ' 

Cotton tabr1o Yor41 6)0 
-2)8 lf • 

CottoQIII4 oll PoUJlda 9. ~1!0 '·Ito ltll 
Ea• (-11) C•••• 70 

nov ~~UH1o J :J 1u 
915 1,a; ~l 

Oropot...ut aoz.ea 155 ... 69 19 10 

Oropot...ut J1l1oo C..••• ~ 5 --- ": f:r Grape• ~061 I 

IUlk l Dr1 okla) Po11114a .. ~ 7.~ 5,000 n:;:; u 
111ll na1t) Qurto 1 ,0112 1159 ~72 1142 ~ 71 1197 510 51' 

OA1oae POUJI.41 ,,ooo - ~:= g 
OI'OJIIIU loBI 1,5~ 17 79 50 31 1~ 10 u ~ 

Paper n• ""'" 
a,lloo 5.250 1l:~ 

l*\ Peachee Dr1e4~ Poun4a 2,5311 ': 
Peaebae Prelb h ol>o1 o - • • 
Pearo (rrool>l 8oXII ~11 

ii1 
Peae (Oaane4 o •••• 27 

,. .. (Dr1r) POWI4o '·= '·= t;l Pote.toee &w••' ~ hol>oll 
2 ~.a 

Pot&tOII lb.ltl hol>o1o 11,1~ ~M 
~ 7 I, 

Potah otaroll • tloar Pounf.o ..;:~o6 
- 96o '7 · 

Prunu (Dr114) Poaa4o 
1,1100 

aloo (lllllo4) 70,550 ,,:560 2,01!0 56o 
1'·~ \I\ POWl4o 1,000 1,600 
I, 

tob&eoo Poa4a 
- ~~ 

f o.atooo \C&aaot) CU.o 50 
67 170 

foMtooo rrool>) - 1 • 
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$~~~!18oJ 

-o/0!!:.~~ 
.A~%:-t June 20, 19~8 

CA.._& )I.OOIU,ee-crn.....,.lli" I N IIPI..YINO ~I..CA•& QUOTC. tMI1'll\l..l 

The Honorable Henry Mor&entbau, Jr . , 
Secretary ot the Treaeury, 
K&ohin~on, D.C. 

~ dear Secretary Mor~nthau• 

I take pleuure in oendin& you herewith 

cur weekl y memorandum en buaineao conditions and the com• 

modlty markets prepared tor 1nter-off1oe u••· 
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Die,...,, w.s-. -a.. • t • a a ,_ _. ...._.._ l'- -.. 

la eta.r ,. ..... -a. llrft, *- -~~q ..._ .. el W.iaN& ..U"'ilf' tt •-
_. a 11":&. llnW ~ II II •• I "V lll'l- ....... ftlll .... , ..... 

.._ la -· I I '&'lee W rd.M ,..U. t 
2 

I ..... ..._.,, ..... ttl 
e\&pl e 1 U\7 ,.,u .. u- a~ 1U 1 ¢ I"M 'llltlll 110 W. -a. ... . 

--. ... a lr\F latn 1 - lscf!~ ee' 11lalq w 2 

"" .- .t.t-
oell.a_, --·- ..... - .. -x ....................... , u.r ....... ,... 
01a'-P ... u.. •• :un 1MF• u.a, .. ..,. wn n •- laft ..,., u-

t.a ~ ·- -" nloe a ld -. u... •=• n,. ....r-­
ililiM "' \o 17 por 1111\ ot .. ,..,_.., """ a,...ca\1.1 wlll..._....U 
-11: .. ,.ls-'"1'1 ,..,.,u ~ "'"' r~ ... !!),,,.. •u 

be "' 1~\\F ....... IMI&W e.tten UJ¥ dMl.IMI •1M~*-· tta. eMil .... ...U. ..., .._, ~ -.&aN~ b ..._ -.. 11114 ,..U. ~ •- M¢aa \e MW ell 

par Uwlarlt u •'~' .. ...,._ _.. M N & \a 1an -"• ,_~ala&,... -· 
.... 1 .... ••' - 111:&.,.. 11oM -.. •lr1.ac• l'tl&t 11 toeWac t1111 .,.,..U.C ra\e ... 
,.,._, 11 u.. n1- at ldMIU-•• ..._, cl.eh s.u..-. tbn -u • 
l&water1u are :a., no. V1IM rm ... - oleo .. ,.....laC el .. \Jr _. M,..eal 
oplAl•o ter 'Pall \Ma MNWtw., ,.tula& to lh1J'-ildb& u4 eollftnft1• ....... 
... .. u ... \be ....... , !o .;-· 

ra.. &101 11 ~ ... b&4 .. ·- ,..,... lt -u - • 
th.le u... tlret - M.11 at ~ lh-4 l.Me V.. *' ~ 
-~~-~ ... u.. an4 ..-~>u .. 1 .. n -k ..,.. ........ Mpor tMa ttoe ,....,s­
_11:, ~· Jllellnp '-Sa£ 1a Clwnelft, DMce ... ~--... llllek 1&:&.1 1a tt. ft.n 
\l''l U78 at J- wrw t.a per ..a h~r tau IE \M - ~ et .-. It 1nb8 
AOW ae lt tbe 1a4~ .U1 ••--~ lTO,OOO oare ~&& .,_., *1:&. at \M 111Pa­
n1ac ot tho •aU> •• '"'"'-"• •• 1N,ooo. 'rM tr&n4 11 exp~~\ld w bo •1•=4• 
uatll \he ol04 ot tale ...-, ..... r~ thrft-" \he ftrn halt ot .IIIli' ..... • a...., 
lew l eftl at \1\1 el04 at .1111.7 ouo4 _, ot An&W't wt.tb .n el tho .,..,_,. plla\e ..... 
, .,.. ror the e~~u~~t-.- ....W• 

..,.. ce_.u, d11Ul& '-' ttoe ~ 
-to" lll&fl• I alii at va.Y ...,U SUl, tt. 
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faftr&'ill• ftlerl 11 aft SMil ~ IE , ... ,. \eol\1:&.1o ftle -.tet .. el U. li. P • .l. 

to ,...,!\ ... no alU• .. ..- et •• '• elftlalnc 11 ll_.ut..- at tM ~ 1ft'­
• ..-at ,.uq at .. w,.. ,..h .. , Aew ter -. ,...,... e1 ...tq ~ ..a 
11101114 bo lle1,r.l ltftb " the 11 ... 1at .... -- ..... l.....wlll. 1\ ll ..un.w 
t il&' &liMit -11a1t at ua le••• •n 411Vl~• wt.U '- ...,nt\lft wt.\la ..,. n• 
tell &&rloft, .al:&. U.. .U.... loa1t all - I I ¢ Utlft• tM lesa ' 11 ~ 
c1141 _.. tr&llJ \bu 11 ,...,...,. rnu,... n- &wfl• c 11'7 Cleurw•"- 11 
~,... ,.. ........... -~ aeU\1 -. o uv erou• c.,..,... u 
fi.MM1£& 10 .uu. ,._.. ot ---· \M w.P24· bu a~ 'llloiiP' larp ..... 
ot eo\toa p£e .. '*'• ulll wt.ll • 1a eU.r .nne lw ~ ..... W.. la11o 
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.... P'U'n .... ,.,.,.. W.lMII ll iiWliiiil~\1-1 a.r-tor 11 Ill\• 

the •- .ur,Jr• 

lleJZ'il"' g\"'" ~&lee lA ... ~ ..... ,_ u- u ....... ~.-. 
JIV .. -r1iilt ii•b1 Uiil Uel IE ._ Ya'k an4 JrnblJ'a• nil h a -114> .... 
ell• th• 1a .-.,. ,_, _., 111 ft.a4. w eo a, -.. ........... - aatll1ra"• 
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c!l!.li!!!E- _. .~ •• __. • !J»Nue Q.t u,ue t-. ta.. toU .... 
oopper .toos;;;, l,YYII iB bu.tlv .-a, wt.l iMitM• of ll,tll. 'Dao _,.,. :b1e 

>111t11nt 1184 DO .n.t OD 1bo -at, d.Doo -.. c1o DOt retleet 1bo lberp 111141~ nrWl.. 
w1m ng ~t.i- 'lll.toh 18 - ·te\1111 pliiOo. D1 t~ ldDe JllcAiutilOD !Ira­

tiro~ Jlaq, at leut,wUl be •- U,OOO '-per .mtll. ~tala 1bo _.raM 'ltb1le 

out in the Cartel quo~;ao, '1111& Wn l'e411De4 1r1D 10. to e.,e,. otfwtd.w lal:f 1, 1dU 

lli!!e oatpat *-!- T-e.ooo tGaa --~· u •-&;tilatl bol4a v.p oloM to 1be 
!NI·IIlt rat. a l,oal t bebee• 1J111PP~ a4 4eeta4 ill iB e~ iB tho dllltllt:l.e -JIM li!r iM 

of tho s-r -1b.oiiP copott. are ...,. taw. •r 'no tho ..U... Sa eu.t ~ 
are mel1ng 8Do4 nte iB 1bdr OCIIIP'I' etaob, ~ 1beSr fWnut oeUI'a o:re ~ 

eUa w1th Uttlo - w,tn te oOIIIS!!c ta. 
Bqlorte, M ~ted, diGPI*l 4arSac Jlq to II,UO tODe tr.. 11,100 i:-. Ia 

.Karoh 111!4 April. 2bo export ~ hat b.- n.- dDoe tho eat iB 'tbo Owtlel ..-.. 

etul4e thie -mnc at a.n - a.a~. 'Dae ftlnlp atatSatioe ltb u4 a ndlier .., «rot 
4oll"tW1ee to 108,800 t-. tr.. m,eoo Sa ~. 2bo drop wiped .- a llrnh ..a .tpU 

ud ~t uu~ book to tho JWtcw; ~.--.-.are·~ 'belGw .. 

::=::rt~-:r-co of l U,OIO tGIIa tor UaT. 'Dae nt iB 'tile ...... ea W t.pU.. 1lad iM 
'bolin, tho taroip na : tilOD v.tl Sa - 4 nt. J'w 'p ldDe wtw ' 

eli"'~ b'ca . .AprU. letsne4 pr I••UOD -.ott~~~ 1t0 that Nftlae4 etoob •t;::: 4eoli!!e4 to. lM,RQ.telle frai1811,W Jll Alril• 2b411r are leoe tala a I_.., 
el 'bue4 Clll owzll(t; UUftll'i .. oCIIIPII"4 •• a 11 ..til ~ -.. 

~lcltlc u tllo ftlnlp ~riM hoUe it I'OUnee p 11w:a OD tho 1 tie_. 

liT g1'f1!!c nn- .-lt.re a 1'oNlp ~ tor i:hdr ogppw I'Oftau4 tr.. _,..., at a 

1ill1oh clW I tbc tlldJn - 1 ~ .tl&rpee 2bo ela1ot 1bi'Od to tho A ttde 

urbt 1e thot eCIIIt ot thSa e01CIII4e.l7 oopper 1lld.ah hu bee IIO'f2IIC *-"' IIIIIJ bocSa to 
v.p hoi'O. It 'tblll h'IW'N a tl:trtllor out iB tllo pr1oo -.14 ~~ 'be ..... lac-, 

•• ~ inYolw4 waal4 DOt ... lar&e, ... JI'Oict prtna tor fUQ - :.., al ~ 
ab~ tho oartailluat liT tho priar)' pocbai_.. 1e patt111c tho o;a 11 1 ttie podt.iOD Ja 

'bottar lhapo th&ll 1t hat 'bee tbr - t;Sao, Regraded Uclassified
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!!!!£!.- lf1111 tba ~all; ot 111• marltet1ng .... CD CD l..t Fall'• pilil pi'OMb~ ~. 
1eama 11Ul)-1Jiiit tba Dept. ot .Agioultare'e aatiaate tor tba 18li'I-S8 , ... CD ...s.4-' 

:50 will ha.,. to be rniaecl "-rd. IDapeoted dqpter tor tba tSrat 8 _.. ot tta. 
,.;,oll!lt .. uCD (Oat.l..aq 11) waa U,W,OOO o~ wi111 141,ft.,OOO laat •••• 411riDg 1ha 

poriod. lt alqpter tor tba .... CIIl 1a equal to leat a-..-•a alqpt.r(aa pre41ete4 
~)it will ha·n to rellllh e,u&,OOO dlll'illg tba Mzt •--. (~ Wept.ao) 

. _ , , ,.., 1,ll?6,000 laat .... ao, a pin ot ._ !hia - tm11J...l)-. 
Peri: oCIIla....,tioD 1n AFil wu ·~~ ~ a year qo ul4 c:m1T Ill' balclw tta. 

April c~10D, a _. batt.r ~ the 1n ~~arab 'llbe. oaaatmpi:1CIIl waa 11% ~ 
Ul4 1~ bo101' tha 6-yaar llftl'epo 1ha lonr priaaa are apparalltq ~ 

~aDJ•""'!~tlc:JD or l*'k proc!uota. lfq park procll»t1CIIl 1a •~tee! to ba.,. bee. eupt~ grea'ttr 
April but aa atcrage etooke ot Jllll'k proc!mte Oil JaDe 1 'IIW& ~ tbiCD em lfq 1 it u 

""~•P•nt that CCIIle'GIIIpt:ian dvinc llq llhond lCD 1nDr ... • cnwr Jprtl. 
Dar1nc the paat aontb, bog pr1oae ba.,. raoOftHc! $1.00 ot tba n.ro &aoliDI 

they expori-ec! trao 111& Xaroh peek ot $9. EO. W1111111a aaaoCil&l daollzle 1n ~t.r 
1J:li>O>D4l~Dt:1 atorap atooke Oil Uta .-11 a14a, ul4 tas.rq C004 paoJ...r 4-.zld Ubq tor hOCII• 

could r-s.n at~ to ana during the s-r, 4aolin1ng .. UIIA11n 111• Fallwhe. 

Spring pip •- to ...at. 
Lerd • Lard procll»t1CIIl 1n liq -. w.tl then• the -u ~odaotiCIIl ot a JMI' 

elld 111oderate~aater than 1n April bat bo1h d-t1o 11114 apart 4GUIII ocat1n1aed good, 

lo.tter wll el>cwe a .,..r ago. .Lard atoolca llhonc! a .-11 1ncreuo, rising to 12:1,7:14,000 
• on .hme 1 &CD 121,890, 000 Oil ~ 1 but were beloa' tbe 1>-:yur JaDe 1 &ftrap ot l:S6,.EO,OOO 

Stoob, bOII'Oftlr• are IIUOh c:JAller t.hm a y.v aF CUI4 the Dept. ot Agrioulture azpect.a 
tul-ther -o:ck"&u 1n. lard prioea U.la s-:ter wi1h •- ..s-e DOt z11lclq. lla81a t. 

view 1a tho OlCPOrl 4...:Dd, proapaota tor a ~lar wppq ot oottCilaaec! oil Mzt YMI'• 
a::d aeaocnlll dool1ne 1n bog da~ter 1n ~ CUI4 AD&Wt• 

Cottcmaaec! 011 • llq oCIIleuaptiCIII waa Z8T ,000 barrel a, up didltl)- tJ>• the 
78 . <000 ba:rrela CCIIletwd a y.ar ago. CCIUUiptiao ot ~ oil (1ncl'll4ed ab<ml) ­

barrela occparec! with 8ll,li00 a )'11&r qo. lf11h I -u.a lett 1n 1ha praaeat -
eon, oaneucpt1on tor the 12 IICIIltha ttUq be e~ted batw- •.z 11114 t.a mlUOD barrela. 
1nolud1ng about 1so.ooo *"•1• ot illlportec! re1"1Dad o11. Oatt)onr oa .Aucuat 1 will be 
o.ro1Ul4 1 ,8 m1ll1011 bar:rala, or batw- too.ooo me! roo,ooo ~ thaD a 7aar ago. A O&n"J­
ovor ot thia dae 1a about 200,000 ba:rrela above tile aw:rap tor the paat 6 yaara . 'llUl 
cotton GOrea.go rodacec! tor 11ext eeaacm, the - orop ot cc!l Will be ~ -ller • pro­
babl y eOIIG>lbat under s,OOO,OOO 'barrela, ao that Ulo total ~atio auppq, aq 4,800,000 
bon·olc, w1ll be ~ beloa' Ule 6,800,000 total npp~ tor 1he p:raoeat -•· B-...r, 

p:ro4'0Dt 10D ot the two oilier d.-atio tooc! tate, lar4 CUI4 batter. t4gether w11h 
1noreaa1ng atooka ot 1aq>ortad oUa, obi~ o~ Cl4 pala cd.la, will probab~ ~ tba 
ott .. t the ~ler proapaot1n eott«<aaec! oU npp~. 'll'a lhoulc! apaot oottCilaM4 oU 

next aeaae11 to drop ott ooadde:rably. 1he awnp uaz..n 111r .. use-aT-. 
~,,,4!li,.O<Xl b&rNla •nmMlq, 

Alllll B. !cpla, 
8tat1at1o11CD 
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TO 

.. ,,,., 

TREASUftY DEPARTMENT 

IHTQ OP'P'IC. c:oMWUNfe.AT10N 

OATO J\me 221 1938 

S.cret~ntbau . 

llr. Ra.a_,Wff 
lleet1JI8 held in S.cret&l'1 Wallace' • ottioe cn 
June 22, 19}8, 11:15 a.a. 

8ubJeotl llean1 tor eeour1J18 adequate toed tor thoae on 
t:el1et 

Presents S.creta17 Korgentbau; Seoret&r)' Wallace· 
llr. Bopkina; Dr. Parran; llr. TappJ llr. iuoox, 
Vice President, Federal Surplus Co .. o41tiea 
Corporation; Kiea Chattiel4, Bureau ot Boae 
Eoonoaics; Kin Lo~an; Kr. Haas 

Dr. Parran opened the discussion b7 calling attention 

to tbe widespread deticienor ill diets ot reliet and low 

1nooae taailles. He said tbat general 1ntoraation on this 

eubJect was aYailable but that aore apeoitic intoraation was 

needed. He suegeated a plan which would IIOYe forward cn 

two rronte: 

(1) A stu47 to ascertain the deficiencies in toed 
oonau~~ption, to be conducted Jo1ntlr b7 the Public 

S.alth Serrtce and the Bureau or Hoae J:oonoaioa; and 

( 2) Ko41tioat1on or t h e P1ll'Ohaa1ng policr ct the Federal 
Surplus Cc111110d1t1ea Corporation eo aa to keep 1n 

new not onl7 the agricultural surplus situation 

but al.o the nutrition requireaents or the con.uaera. 

Dr. Parran pointed out that in order to aooo~~pliah the 

latter a rather substantial change 1n pol107 1n the Federal 

Surplus Cc-o41ties Corporation would be neoeu&l'1• 1'lw 

con41 tiona which IIU8t be aet to bring about an crderlr 

distribution or toode are as tcllcn: 

(1) Local relief agencies should know 1n adY&Doe the 

aaount and Jt1nda ot tood which will be &Yailable 

tor distribution. 
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(2) The products will need to be in utilizable tora. 
ror ~le, taalliu O&IUIOt uae dried eltl-ed 
lllllt eupplied 1n bulk. !here 1a great dlttioul t7 
eYen 1n utilizing whl te tlour becauee ot the laolt 
ot other ~reilente and ot oooltlng taolli ties. 

(3) There ehould be oontinultr ot tood dletrlbutlon. 

(~) The a.110unte ot tood to be dletributed ehould ap­
proxl• te the addl tlone to the rellet dlet ot the 
particular looalit7 whlch are necees&r1 to lll&lntaln 
health. 

(5) To acco~~pllsh the aboYe purposee, 1t would •••• 
de1irable that a aedlcal otticer and a person 
taaillar with relief aeohanice be attached to the 
Federal Burplue OoiiiDodl t1ee Corporation w1 th 
author1 t7 to intluenoe pollc;r and organize 
procedure in the directions indicated. 

Kles Ohattleld, ot the Bureau ot Hoae i:oonollloe, ooa-

40 

mented on the nutritional need1 ot the people on relief. A , 

short time ago ehe visited Cleveland with ~r. Palaer, ot 
the Public Health Service, and Kles Lon1gan. While there, 

she v11ited ten taalliee who were on relief and tound 

condl tiona '181'7 bad. The onl7 food these t81111lle • had wae 

that whloh the7 received from the Federal Surplus Oo-odltiel 

Corporation. The assortment ot oom:nodl ties supplied dld not 

at all aeet the requlr•entl ot adequate nutrition. She 

stated turther that 110re eurplue OOIIIDOdl tlee were aTallable 

1n the warehousee ; but, 1n spite ot all the unemplo111ent, 

the reason glTen t or not aov1ng these couodl tie a out to 

the relief taalliel wae the shortage ot labor. 

Klas Lonigan polnted out that ·one ot the dlttloultie• 

1n the eurplua OOIIIDodl tlee food dlatr1butlon was the regu­

lation ot tbe Corporation whloh tlxed the aaount ot aaxl111111 

distribution per t8111il1• 

8ecret&r1 Wallace aelted Kr. Wilcox to explain thle 

regulation or rule. 

Kr. Wilcox 1ald the regulation was baeed on the pr1nciple 

ot suppl11ng to rel1.et taalliel a• large an uount ot eurplua 

cc11111odl tie a ae pouible, but, at the eue u .. , awidlng 

subeti tution ot surplus OOIIDIOdl tles tor co.aodl till whloh 

Regraded Uclassified



SecretarT Korgenthau - 3 -

relief families would otherwise have puroha.eed, the ettort 
being to secure a net increase in the consumption ot 
particular toode. He mentioned that the Cleveland situation 
could not be used ae an illustration, as the e1 tuation there 
was not 1 noraal. 1 He also expressed the opinion that 
Dr. Parran1e proposed stud,y was a 't"8rT worth7 project, and 
described a studJ that the Federal Surplus Commod1 ties 
Corporation has been 1n the process ot making. This studJ 
relates to two main problema! 

(1) What are people buyi.ng w1 th relief tunda; and 

( 2) 1lha t changes are made 1n such purchases when 
these people reo~i•e surplus commodities. 

' -
Mr. Wilcox suggested enlarging tRii PiU$7 to include 

the nutritional aspect ot the problem, in which Dr. Parran 
was very much interested, and mentioned that the two studies 
would tie 1n very well together. 

Mr. Tapp called attention to the tact that the statu­
tory prov1a1ona covering the d1spoa1 tion ot surplus oo­
modities did not provide tor consideration ot relief aspects 
but only ot oond1 tiona surrounding agrioul tural surpluses. 
A tew years ago the question ot giving agricultural surpluses 
to people on relief was taken up with the Comptroller General 
and he turned the proposal down. 81.noe then legislation had 
been passed which permit t ed the purchase and dietr1bution 
ot surplus commodities to families on relief. Kr. Tapp 
agreed that Dr. Parran1 s approach to the problem was dee1rable, 
but said it was not the agricultural surplus approach. 

Secretary llorgenthau stated bia reason tor interest 1n 
the ai tuat1on was that he knew there were many people who 
were not getti.ng enough toed to eat or clothes to wear, and 
that the problem was to t1nd out what could be done w1 th the 
available tunds to relieve th1e situation. He added that the 
Federal Surplus OoiiiiDOd1 ties Corporation was only one ot the 
agencies involved, and turthsr that it would be dittioult to 
explain to the people why tobacco was being purchased by the 
Federal Surplus Oolllll0d1t1ee OoJ:tloration men people were h\mgr)'. 

He auggeeted that the Federal Surplus Commodi t1aa Corporation 
program oould be adjusted to sta:r within the law, and, at 
the saJDe time, to meet the relief a1tuat1on more adequately. 
He reported that considerable progress had been aade e1.noe 
lolay 13, 1931!, when he t1rat brought the matter to the at­
tention ot the Prea1dent, but unless something was dona to 
greatly iaprove the situation the President would be open to 
severe oritioiBII. He pointed out that Dr. Parran would 

41 
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need t4o,OOO to make hie proposed study Jo1nt1y with the 

Bureau or Boae J:oonollioe. 

Secretary Wal1aoe rep1ied - 1 Al1 right, we w111 consider 

tbe question or ra1111~ the $4o,ooo.• 

Dr. Parran stated that the on1y tree :tunde aTai1ab1e 

tor this purpose under Secretary Wal1aoe• e Jur1ad1ot1on 

were those provided in the $175 1111llion item in the 

Recovery Act. 

Secretary Wal1aoe mentioned that Dr. Parran probab1y 

ret erred to the item tor the Farm 8ecur1 ty Admin1e tration, 

end that otthand it appeared rather unusual to hia to 

consider that these funds could be used tor the purpose 

or the proposed study . 

14r. W11cox intimB.ted that he thought the study could 

be made by having the various agencies contribute in the 

torm ot personne1, and that the neoessacy extr a cash could 

be raised, but he didn't think the $175 1111llions, which 

Dr. Parran mentioned, was the source which should be used. 

Mr. Wal1aoe suggested that the study could be financed 

part1y by the w. P. A. and the Federal flurp1us Commodities 

Corporation. 

Secretary Korgenthau then asked Secretary Wal1aoe and 

Kr. Hopkins 1t they approved or the study• a being made; 

1t they cUd, then the tunds could be round. He also 

inquired whether it the study were made they wou1d make 

'JSe or it. 

Mr. Hopkins rep11ed that there was already a great 

deal or i n! ormation on the subJect or nutr1 t1on; that there 

was nothing new in the idea; but that, or course, informa­

tion was not at hand which app11ed to the present situation. 

He stated further he thought the proJect was a good one, 

and added that it Dr. Parran, the Burgeon Gener al , said 

it was required, he be1ieved that eett1ed that question. 

Secretary 'fal1aoe add he approTBd or the stud)' , but 

indicated that it should be made in such a way eo ae to get 

straight t aota and not made w1 th the intention beforehand or 

attempting to prove anything. 

Secretary Morgen thau said, 1 lfow we oan 1ook tor the 

aoney.• 

42 
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llr. Hoplt1ne suggested that the first place he would 
look would be i n the Publi c Health Senioe; that he lr:new 
ot some tund.l which were over there. 

Dr. Parran pointed out that it was true they did 
have tunde but they were W. P. A. tunds. Further, 
he had inquired or the w. P . A. whether or not these 
tunds would be available tor th1a purpose and was i n­
formed they would not be . 

llr. Hopkins said that was where he made the mistake, 
he shouldn ' t have inquired. 

Dr. Parran mentioned that the important thing now 
was to agree on the principle ot the study; the money 
could no doubt be provided trom some source. 

Secretary Wallace suggested that the w. P. A. should 
participate i n the proJect along With the Bureau or 
Home Economics, the Public Health Sel'Yioe, and the Federal 
Surplus Commodities Corporation. 

Secretary Uorgentbau added that representatives or 
these agencies might serve as a oomi ttee, with Dr. Parran 
as the head, and also that the,- might not onl,- be a study 
group but an action group. 

Kr. Hopkins hesitated on the action part ot the sug­
gestion, and mentioned that he would l1lte to d1scuu the 
matter with Dr. Parran before committing himself. 

43 

llr. Wilcox, i n repl,- to a question t rom Secretary Wallace, 
stated that he would be glad to have all the help he could 
get trom that group or any other, but was not in tavor ot 
any arrangement which would hold up progress tor the 
Federal Surplus Commod1 ties Corporati on. 

Secretary Wallace, pe.raphraeing llr. WUoox' • state­
ment, said 1 It 1t is help, ,-ou are in tavor ot it.• 

llr. Wllcox then indicated eome 11DproTemente which 
have been made i n the Corporation'• operating policieu 

(1 ) 1 Grouping, 1 as he called it - tor example, the 
etaroh roods are oonaidered ae one group, and 
deficiencies in some or the commodities are 
made up b,- increasing the a~~ounte or other 
oo-od1t1es J 
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( 2) The States are now being adrtse4 1n ad't'anoe aa 
to what oo..odit1ea are being shipped to thea; and 

(}) Products are being kept as near aa possible to 
t he term in which the:r leave the farm. This waa 
being done on t he assu.ption that peopl e who 
reoei't'ed the products oould oon't'ert thea into use­
able fora ; also, it processed oo.modities were 
purchased, suoh as canned goods, etc., the tunda 
anilable tor the purohaae ot surplus oo11111odi ties 
would be used up more quickly. 

Seoretar:r Wallace agreed that he was ver:r IIUch 1n f avor 
ot the purohaae ot oo•od1 t ies in the t ona outlined b:r 
llr. Wilcox. 

Dr. Parran pointed out that from a r elief standpoint 
it presented a maJor problemt since many r elief taailiea 
didn 1 t have gaa to oook bread with, t or example. 

44 

Seoretar:r Wall ace added that he thought 1 t was exoeedingl:r 
important not to go beyond a certain point in supplying food 
products ; that otherwise there would be constant danger of 
being pushed further and further along. 

Seoretarr Korgentl:lau e:zpreaaed the opinion that 1 t waa 
d1tt1cult to OOJIP&re what baa been done before and what should 
be done now, since the Government has never before apent 
t9 billions. He continued that in the five weeke some progresa 
had been aade, but as :ret we are not reall :r facing the si tua­
tion, and we have no polic:r with regard to it. 

Secretar:r Wallace suggested that the proposed ooamittee 
might make a report, and suggest what polioiee should be 
modified or adopted. 

Mr. Bopkina objected atrongl:r t o the ooJD1ttee 1 a 
having anyth1ng to do w1 th polio:r. He appro't'ed ot the oo­
ai ttee only a a a atud;r group, and added that as tar as he 
wae concerned the polio:r had already been fixed. 

Seoretarr Wallace inquired ot Mr. Hopkina 11' he thought 
the press statement whioh he (llr. Wallace) gave out reoentl:r 
i n connection w1 th the aurplua ooamodi ties dispoaal waa a 
fair atatement ot the J4min1atration1 a poli cy. 

Mr. Hopkina replied that be ha4 not r ead the etatement, 
and added that he thought the rel ief polic:r ot the Preaident 
was clear. 

Regraded Uclassified



Seoretarr Korgentbau - 7 -

llr. Bo~e suggested that the pol107 ot the J'ederal. 

Surplus Co..od1 t1ee Corporation 111ght not be clear, or a1ght 

need to be obanged. llbould the J'ederal Surplus Co•od1tiee 

Corporation, tor exa.ple, buT tobacco when people were hungr7, 

or ebould the pol1oT be st..plT one ot purohae1ng agr1oul t\D'al 

surplus oolllDOd1 ties onl.T so tar as theT oould be ueed to 

i.Japrove the diet ot people on reliet. 

Seoretarr Korgenthau etated that he wu not orit1oiung 

anT polion that that question wae not being ra1eed. He 

45 

did, however, raise tbe broad queet1on, which the President 

had trequentlT brought up, that ie, that one third ot the 

paople ot the country are ill-ted, ill-boueed, and 111-olothed. 

It was the eolution ot this problem that he was intereated in. 

He agreed with llr. Ho~ that the proposed o0111111ttee ot 

experts should not deal w1 th poli07, but that queatione ot 

polioy ahould be lett to the heads ot the organizations oon­

oemed. 

Secretary Korganthau continued that he thought the 

members ot the present oonterenoe should take a look at the 

whole probls, and give tbe President the advantage ot questions 

which a1ght be raised. 

llr. Hopkins OOIDIDented that it it were not tor the probla 

ot agr1oul tural surplusee, the group would be oppoaed to 
distributing tood to people on rel1et; that the handing out 

ot groceries by the Federal Govemment was the aoat degrading 

praotioe possible - it waa a revera1on baclt to the da;ra ot 

Queen Elizabeth. 

Secretary Korganthau remarked, "What would you do, Just 

let the people atarve1 7 

llr. Hopkins oont1nued, saying that onl.T Secretary Korgenthau 

and probablT 200,000 other aociallT ainded people in the countr7 

are reallT interested 1n th1e aituation. He went on to atate 

that the nu.ber ot people on direct reliet 1n Cleveland was the 

lowest 1n the past t1ve Tsars; that the ditticultT there was 

the tact the City and State would not handle the rellet problem; 

that unless he should gat direct orders trom the President 

he would not touch that s1 tuation; and that he intenda to 

tight Govemor DaveT and hie handling ot the reliet problea 

publicly. 

llr. Hoplt1na stated turther that the people ot Allerioa 

toda;r have more and better tood than at &n7 ti• in the peat 

twanty-tive :rears; that the problem ia one ot poverty; and 
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that large maeaea or the people are not getting their 
share of the nationa1 inoome. He added that the problem 
as he saw it was a praot1oal and a poli t1oal one. Theea 
agricultural surplusss exist and so111e thing aust be done 
about them - the:r should be g1 ven to people who need f ood, 
and that i ssue should not be ducked. The si tuat1on in 
Cleveland is not due to unemployment, as the w. P. A. 
hes given employment to all who eeek it. The oause of 
the d1ttioul t:r is the City and State handling of the 
relief problem. · 

Yr. Hopkins continued further by stating that the 
first question ot policy is whether more should be spent 
tor f ood or tor tobacco when people are hungry. He 
added that the problem of the wheat surplus might be 
dealt with in a large way, and the reason be announced 
a s the food needs of the people. He reported, however, 
that Congress did not intend that all the money tor 
surplus oolll!llodi ties purchased should be used tor food 
items alone. 

Secretary Wallace mentioned that the first legislative 
proposal passed by Congress was to diepose of the surpluses 
outside the country, and later through hie suggestion legis­
lation was enaoted wh1oh provided tor the disposal of 
food surpluses among the needy at hooe. He added that the 
Federal Surplus Commod1 ties Corporation gets into dif­
ficulties 1n the disposal of surplus commodities after it 
goes beyond a oerta1n point. He used as an illustration 
the oase or the mattresses and the difficulty encountered 
with private trade. He indicated also that if attempt& were 
made to dispose of 250 million bushels of wheat, the mil­
lers would immediately protest . 

Wr. Hopkins suggested that Secretary Wallace might 
buy all the flour every relief family oould use, eto., 
and so d1apoes of the povert:r and abundance dileDUDa . He 
strongly advised the Secretary not to get into the actual 
relief distribution, as it is a 1 hot potato. • 

Kr. Hopkins euggested further that the Federal Surplus 
0oDUDod1ties Corporation might buy all the wheat that it 
oould distribute to the need)', provided the replacement 
would not exceed 10 peroent. 

Secretary Wallace added, he believed Kr. Hopkins had 
something there. 
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Xr. Hopkins oonunued b)' earin8 that to the wheat item 
might be added as ~ other produote as pouible on the 
same bailie and then the Statu be ginn the reepone1bil1tr 
t or diatribution to reliet t.-tliaa. He thought there aight 
be aeYen i teu on whioh an annoUDOGent oould be ude; that 
all that oould be ut111Eed tor the people on rel1et would 
be prortded tor thea, on the oond1tion that the repl.aollllent 
would not exoeed 10 peromt. With a progrua suoh u that 
t or the J'ederal Surplus Oo•od1 t1ea Corporation, he telt 
the t no one oould put th- on the epot. 

Dr. Parran atated that an adequate diet aight be 
provided b~-~·k'ng a tortitied oerealt consisting ot wheat 
nour, "Jdau 'ib' 'Wheat gena and a~4 a1lllt. 

. ' 
Mr. Hopkins said the problem ot prortding an adequate 

diet depended upon how auoh aone)' was a•a1lable. 

Mr. Tapp reported that t 70 millions was a•s1lable 
t or this purpose. 

Mr. Hopkins added that t70 millions was not suttio1ent 
to proyide the poor w1 th a balanced diet. 

Mr. Hopkins mentioned that these aeet1ngs would continue 
Just as long as aD)' ot that a oner waa used tor tobaooo, eto,, 
rather than tor tood, 

Miss Lon1gan pointed out that the B1 tuat1on 1n Ole•eland 
called t or an 1norease 1n tood 1n the diet ot ths rsl1et 
people. 

Mr. Hopkins rsplisd that we are licked 1t we 1norease 
the tood distribution 1n 0leYelaD4 - what should be dons there 
1s to hit the Governor on the head. 

8eoretarr Wallace aslltsd Mr. Tapp it his oo-.J.ttse oould 
proceed or it it needed aore inatruot1ons w1 th regard to 
pol1o:r. 

Mr. Hopkins inquired turther ot Mr. 'l'app what he thought 
ot the aa\'en or eo 1t•• on whioh all that oould be uaed would 
bs aupplied, prortded the replaoeaent wouJ.d not exceed 10 
percent. 

llr. !app aa1d he thought auoh a plan oould be tollond. 

47 
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Secretary Wallace Mntioned he thought it waa an 
excellent political plaT, but wae not eo 1111re Just how it 
would actually work out, adding that 10 peroent wae not 
high enough. 

Kr. Hopkins stated that the oritioi .. of the Federal 
Surplus Commodities Corporation waa that it had been nig­
gardly. 

Seoretaey Wallace said he hadn1 t heard of that 
criticism. 

Kr. Hopkins pointed out that there oould not be a 
return to d1reot relief; that d1reot relief oould not be 
run decently no matter who rune it. 

Dr. Parran 00111mented that the Umad1ate problem waa to 
correlate the purchase of surplus commodities With the 
nutrition requirement& of relief families . 

48 

Secretary Wallace suggested that the Cleveland eitua- • 
t1on be l ett to Secr etary Korgenthau and Kr. Hopkins . 

Kr. Hopkins repl i ed that the relief situation ia 
always bad, but it is better now than formerly . 

Kr. Tapp 1nd1oated he would like to turn over the 
relief part ot the surplus coiiiiDOd1. t1ee to Ur. Hopkins . 

Kr. Hopkins ~eplied, •Hot 1t I oan help it.• 

Secretaey Wallace closed the meeting, saying he would 
like the study which is to be made to include some informa­
tion as to how the present situation compared with others 
in the past . 
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RE BANK EXAlliiATIOBS J une 22, 19)8. 
2:30 p .a. 

Present: 

H.Jo!.Jr: 

Upham : 

Draper: 

H.M.Jr: 

Draper: 

Upham: 

H • .II.Jr: 

Eccles: 

H.M.Jr: 

Oliphant: 

H.U. J r : 

Upham: 

lfcKee: 

Upbu: 

llr . Oliphant 
Kr . Uphaa 
Kr. Diggs 
llr. Crowley 
llr . Draper 
.llr • .llcKee 
.llr. Szymczak 
Kr . Eccles 

.. 

You got a statement I could be looking at? 

Yes. Well ,. tbis is a stateme.nt of the revised • 
agreement. 

That was good business. 

It was a good business . 

That was wonderful , one of the best meetings I have 
ever attended. 

I tried my hand at a statement for the President, 
wbich I don ' t like, but you may • , • 

(llcKee, Szymczak, and Eccles come in) 

Hello . 

How are you today? 

Ob, I 1m all right. Everybody seems all right. 

Hello, llarr1ner, bow are you? 

Well, teacher, where are we now? 

Wen, t his is the only change in t hat fi rst page. 

One wor d. 

Two words. Left out •reasonably• in One, end we 
a wor d or two in Two. And on the second page, it ' s 
the second page is rewritten to take care of that 
putt1Dg all the Group Pnes 1n Group One and all the 
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Crowley : 

Upham: 

Eccles: 

Cr owley: 

Eccles: 

Crowley: 

Eccles: 

Crowley: 

Eccles : 

B.li.Jr: 

Szymczak: 

Crowley: 

Eccles : 

Crowley : 

McKee: 

-2-

Group Twos in Group Two, and taking 50 percent 
of the depreciation. 

Now, if Marriner will agree to leave off those 
last five words - he and llr . Crowley will agree 
to leave out those last five words, I think we'll 
feel a good deal batter. 

Wait a minute, Cy, don 1 t go too fast. 

"And in determining capital impairment." 

Fine. 

'Nhat do you mean "fine"? 

What is it? 

What was that deal yesterday? 

He asked me if I objected to leaving it off . 

You said y ou couldn' t do it - your lawyers said 
t ney wouldn ' t permit you to do it . 

No, what I said •••• 

No, Leo. 

Come, come . 

so 

Let's have this under stood, fellows. Here's what 
happens 1n our "Doubtful" column. The examiners get 
in the habit of throwing "Loss" assets in the 
•Doubtful" column. That's the reason why we $arted 
out with the idea of tightening up that doubtful. 
Now, as long as we have an understanding we don 't 
do that monkey business, it' s O.K. 

You mean tightening up the doubtful . 

Here's what they ' ve always done . Vfuere they didn't 
want to impair a bank' s capital or show insolvency, 
in place of deducting from the loss, they've taken 
it from the loss and put it over - classified it 
in the doubtful. 

How you going to be penalized • • •• 
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H.IL. Jr: 

Diggs: 

Cr owley: 

Opllam: 

H. lo! .Jr: 

Upham: 

Oliphant: 

Olipha nt: 

H.ll.Jr: 

Oliphant: 

Upham: 
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You' re going to argue yourself out ot this in a 
minute . Warriner's all agreed. And~ father 
once said - be was a lawyer up to 1900 - he said, 
"When you win your case before the bar, quit 
arguing .• 

Save a lot of •••• 

I agree to -with Cy to l et it go. It ' s all right 
with me. 

Kr. Olipllant wa s l ooki ng into this this morning, 
and ! think we ought t o 

Wha t's the five words? 

••• ask him. 

51 

'Nell, I Just l ooked into that general question of 
l aw raised. I think it' s pr etty clear that the law 
is that when it comes to giving the notice, th•t 
would start the 30 days running, put them under duty 
to repair an impairment of capital, •••• 

That ' s right • 

••• that you've got t o be talking about everything. 

Wel l, what's the point? Bow do you want it changed, 
Berman? What do you suggest? 

Well, a s I s ee it, not having time - it s eems to me 
that if you just left out the five words •••• 

It seems so t o me. 

Well then, I 1 m giving him another reason for doinc 
it . 

Oh, you' re ••• 

Just giving us another reason. 

But I mean you're not arguing it should be lett in, 
and i t ' s legal if you leave it out. Fine. Not 
going too f ast, Berman? 

llo. 
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B.M. Jr: Jo. 

Upham: 

S.M.Jr: 

McKee: 

Uphllllll 

B.K. Jr : 

McKee: 

Szymczak: 

.llcKee: 

B.K.Jr: 

Opblllll: 

Eccles: 

Oliphant: 

Upblllll: 

low, what else? 

I concocted just in tbe last halt hour tbis statement. 
llarriner thought the President ought to have a atate111e1l1 
to issue along with this . 

Well now - excuse me - before we go on tbis - on 
purposes, is everybody satisfied? 

I•a just too duab to co that fast. I'• sorry, but 
a lot ot the things that we talked about yesterday -
I don' t know whether tbey•re 1n h~re. 

Well, we better go slow. 

That• s our purpose. 

--:-, .. ··. 

Excuse me . I'm a little thicker than some ot you, 
but I have to ••• 

Just sarcastic now. 

lio, no • 

~he purpose of this meeting is to read that stutr . 

I put t hem all down here yesterday as we went along, 
but you take your tiae. 

Bow would it be to have OphaJII - as easy just to take 
and read it oursel"Yes or r ead it one at a tillle and 
go tbrougb it? 

Way doesn't Upham just mention tbe changes and point 
them out? 

On the first pa&e, the only changes are, in One, to 
leave out the word "reasonably," so that it now 
reads •~oana or portions thereof, the repayment of 
which appears aaaured"J and in Two, •Loans or 
portions thereof which appear to inaol'Ye a substan­
tial and unreasonable de&ree of risk to tbe bank 
by -reason or certain ••• •- replace •certain unta·•oJ~atole 
with •an unta'Yorable• aDd replace •trends• with 
•record•; so it reads •by reason of an unta"Yorable 
record or certain other unta"Yorable characteristic&.• 
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And at the bottom or the page, the last paragraph, 
instead or reading "Present practice will be continued 
under which the totals or Three and Four are deducted," 
will read, "Fifty percent of the total or Three above 
and all of Four above will be deduct ed in computing 
the net sound capital of the bank, " That ' s 50 percent 
of the doubtful . 

And all loss. 

And all loss. 

That's on your note portfolio. 

That's right. That ' s on loans. 

Vlait a minute, Cy , when you got down to your low 
bracket bonds you a greed ••••• 

We •re not talking about that. You stay in the . right 
school room. 

Class room. 

That means it will be carried out as before , your 
loss column will be charged off in so far as taking 
out your capital impairment is concerned. 

Tnat •s on the next page. 

Does everybody understand that now? Yr . Secretary, 
I think we can get an agreement. Does everybody 
understand what ' s included in that? 

Just a minute, we understand that on the loans. When 
you get down to it on bonds •••• 

That ' s not on this page, Leo . That ' s all you ' re 
talking about, is loans . 

That ' s right. 

And what you•re talking about is, instead or the 
present practice, that 50 percent of the total or 
your Number Three and all of your Number Pour in 
classirications or loans will be deducted 1n deter­
m1n1ng net sound capital. 
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Right. 

That's clear to me, llr. Secretary. 

How, on the second page, instead of saying that 
neither appreciation nor depreciation in Group 
One mi.nus the fourth crade of general obligations 
will be shown, we say that neither appreciation nor 
depreciation in Group One Will be shown, and that 
includes the fourth grade. So we don't pay any 
attention to appreciation or depreciation in Group 
One securities . 

Well now, why shouldn't we have, if this is a report, 
the definition of Group One securities? For instance, 
we take over here Group One loans and Group Two loans, 
and we define thea. And it seems to 11e that to say 
Group One in and ot itself • • • I think it would be 
very much better, if this is to go to t he President, 
that Group One - he Wlderstand what Gr oup One and 
Two means . It's all spelled out here, you see . When 
you get over to Group One securities, it doesn ' t mean' 
a damn thing • 

Say, "From Baa up, and Governments." 

Say, "From Baa bonds and up." 

Well, I know, but it does • •• 

Would you list Governments direct and indirect? 

It does act as a release to the public, and it means 
everything that banks and public • ••• 

It•s all right with me . 

It's difficult to define them. 

Whe.re's that photostat that shows that? 

I've cot it . 

Save you got it? 

Well, I•m the bookkeeper . 

We've cleared all this thing with the State Commiss1•on~!l 
tallows and everything else; let's not go back. We've 

Regraded Uclassified



JlcKee : 

Eccles: 

JlcKee: . 

Oliphant: 

JlcKee: 

Crowley: 

Oliphant: 

JlcKee: 

Cr owley: 

JlcKee: 

Draper : 

McKee: 

Upham: 

tlclree: 

55 

-7-

agreed . 

Well now, Leo, listen, we 1re talking about spelling 
something out here that nobody can take aQy exception 
to. It's a ques tion of what is Group One, so that 
we don 1 t have any misunderstandings. You wouldn't 
have BQy objections to saying, the first four highest 
grades of bonds, as found by tllese vari ous ••• • 

AQr two. 

Spell it out. All across tllat line, tllat•a wbat 
you're talking about - Gr oup One, l ow, the rest of 
us sitting around here - maybe somebody i n this 
conference lladn 1 t known wllat classifications come 
in tbat Group One . I ask you, General Counsel, had 
you t llat i n your mind? 

Well, I lladn' t looked at tllat, no . Now ••• 

~o he's been her e all the time we've been here . 

He's not in the banking business. 

Now wait a minute. 

It isn't going to be llard to say. 

All right. Tell me wllat you went. 

"Neither appreci ation nor depreciation in Group 
One •••• 11 

• •• • consisting of ···" 

Parenthesis - "being the f irst four grades - the 
highest tour grades of corporate bonds ••• • 

Or course, it's complicated by this , Jolln, tllat we 
say that a bond which i s good can be included in 
Group One even tllough i t llas a low r ating , and that 
a bond w1 th a high rating may be put down into Group 
Two 1t the exuiner of the bank thinks tllat it's a 
poor bond . 

You don't say that there. 

' 
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Let's not get into so much detail that we &at 
to con~radictinc oursel~es . 

ss 

You got into detail on lumber Two loans bare, Leo . 

Wnen you wrote this lumber Two, it looked to ae like 
you were tb1nk1ng about writing that girl a love 
letter. 

I think we ought to try our hand. 
we can do it now, but we can - I ' d 
sit down •••• 

I don• t think 
like to Just 

~ell, for God's sake, you going to carry this on all 
SUIIIIIIer? 

No, no . Writ e this in very easily • 

When you going to do it? 

I don' t see • •• • 
' 

I'm perfectly willing to leave it up to Cy to go abea~ 
and write ' i t. 

No, whate~er we're going to •••• 

Mr . Chairman, I'd li.ke to see some reference to what 
Gr oup One is confined to . 

What do you want to say, the first four grades? 

All right, I ' ll be - any of your language is accept­
able t o me . 

Give me yours . i ou•re the guy .that wants it in. 

Menti on the first four high grades of corporate •• • • 

Ot course, you've got more t han that. You've got 
Governaents . 

State obl igations. 

That's something else. 

Mr. Secretary, I think there ought to be a separate 
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paragraph here for Government bonds. Now, I think 
it's sufficiently important that they should be 
treated separately. 

Well, listen, you f ellows are getting down now -

57 

I mean do you mind, let 1 s run through this thing . 
I mean we ' r e getting down to language, and if a 
couple of you fellows want to stay behind, it's all 
right with me. But I mea.n is there anything - those 
five words, t hat's the thing that Cy was worried 
about. Now you1 ve agreed to leave it out, for two 
reasons . Is there anything else? 

Try to define Group One. 

Let ' s come back to that. 

I l eft off the l ast paragraph on Page 2, which 
read yesterday, "Present practice of listing and 
pricing all securities will be continued." Now, 
I left that out; I didn ' t know clearly wha t you 
were going t o do about listing. 

~'~hat we agreed to, Marriner - we would take and list 
at price and cost all s ecurities of the bank. And 
take an average and show the depreci ati on, or whatever 
we determine, to determine your doubtful. 

In the second group. 

One thing tha t all t he examiners have insisted on, 
Marriner, is that t hey list in the examinati on t be 
entire list of securities. 

There is no obJection t o making an entire list. 
But don't show the m~rket on Group One . 

We don't disagree on t ha t, Marriner . 

O. K. 

You left it out, Cy . 

You'll add tha t too now, Cy . 

Can't say listing and pricing of all securities; 
don ' t price all securities . 
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"Listing and showing the cost of all securities," 
with your exception that you get down t o in the 
bracket we talked about yesterday. 

One other thing, Uarriner. We understand tha t tor 
our own offices we t ake the market as the date we 
get in there to •• • 

You mean for your confidential reports? I don ' t 
give a damn what you say . 

lfow, what else? 

That's all. 

.,~~:Ode~a~ 
t o define those 

you're go ing to leave it with Cy 

I want to work with hi.m. 

I think Cy and Leo and 

You want to go ,. ... 
We ought to determine whether we want the President 
to say anything, whether we want him to say anything 
in addition to this. 

• 

Listen , I've got one or two other questions t o r ai se 
here. We haven't said - first, we got Group Two 
securities. NowL I t hink that it's just a s important 
t o define Group Two as it is Group One, t ha t whet 
we 've got t o do here i s to say what go into Group 
One, what go i .nto Group Two; that you 1 ve got to do 
it anyway to your examiners, and inasmuch as this 
becomes a public report, let's have it complete, so 
there can be no misunderstanding of it. 

Now, there is this thought that occurs t o me. In 
t he modif ication of the Comptroller ' s r egulation, it 
permits making s ound investments in local securiti es 
that are not rated and not listed, see , and they would 
go into Group One. 

That ' s right, if t hey ' re •• •• 

You can• t do otherwise, because 1-ed.iately you do •••• 
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Unless they make a bad buy. 

Then we want to sey in Group Two, see, that these 
securities - that the credit informati on available 
indicates that they are of inferior quality, see? 

Listen, Marriner - but t he local bond issues ar e 
going to be classified in Group One so long as the 
financial statement warrants that classification. 

That ' s right. 

Now, I have no objection to your saying that, but 
you stop right there. 

And that those local securities , where the financial 
condition a s shown by the credit f iles would indicate, 
see, a question of doubt, inferiority, they'll go 
into Group Two • 

.L don' t see any reason f or adding all tha t on i t, 
if you just say that if the financial statement 
warrants that, they 're in Group One . That•s all 
there is to it . 

I d on 1 t think you' 11 ba ve any trouble. 

We haven't covered thos e securities that 

This wil l have to be magnified. It doesn't cover it, 
Oy • 

Let me say this now to you, fellows. You're trying to 
do a technical Job. Gus Folger is out of town, John 
Nichols is out of town. We•ve agreed to the principle 
of this thing . That, llr. Secretary, is what you want. 

Aren' t you going to gat out technical regula tiona sub­
sequently? I 'think all that Will go to the Pr esident -
he wi ll release - will be a statement something like 
this . He may not even r elea se this, and say that the 
agencies responsible subsequently will turn over to 
the technical ••• • 

I think it would be much better than his releasing 
all this . 

at 
I don't like him to make a statement/all. 
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I don ' t think - don• t know bow be ' s going to do it, 
but personally wha t I bad in mind was t he possibili ty 
of s i multaneously getting a technical statement trom 
the Comptroller ' s office and one froa the F.D.I.C. 
and whoever else is changing, aDd releasing these 
things, these instructions, plus an e xplanatory one 
by the President. 

I ' m wondering, if he ' s going to talk on Friday, i f 
there would be any opportunity for him to put in a 
few words i n t hat speech. 

Possibly. 
speech is. 

I imagine it' s on Congr ess, t hough- the 
It ' s legislation. 

It does seem to me that ·we 1 ve got to define these 
groups, and we can do it now in the general terms, 
because when it comes to getting out instructions 
to the supervisors they ' re going to be possibly 

· extended, and so forth, whereas here it will be in 
general terms . 

but there ' s not going t o be any trouble on these 
definitions, will t here? 

Dut we don ' t want to agree to something tha t our 
men out of town - that is purely a technical thing, 
as you're finding out, llarriner. 

" by should it be technical, Leo? 

I think we can satisfy you on that. 

ile didn 1 t agree to sit down here and write t h is damn 
t hing out in every det ai l. 

We ' re agreeing to a lot of substance here tbat 1 s 
Just not - that ' s a little fast stuff, too, here. 

It ' s been s ix weeks. I wouldn't call t hat f ast. 
We started in February . 

• 

J ust insert - wbere is that copy - I want to see tbe 
word "net" put in here. "Present practice will be 
cont inued under wbi cb net depreci at ion ·· ·" and so on. 

'Na i t a mi nute her e. 
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That's what we ' re doing now. 

You don' t nave a~ appreci ati on. 

Yes, you do , young man. 

Y•nere? 

You may nave a charge tor a dollar. 

In other words, you treat your defaults 

Then it1 s a recovery. 
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I want • net• here, Leo, right after that - you price 
all of these tbings •••• 

That• s all r ight. 

••• against the book, and you take the net, see? 
Now, a fellow bas them all charged down. You don•t 
allow him to write them up. So you want to give him 
credit tor t hose capital dollars . 

Sure. 

Well, ~ s tatement by the President will take a good 
deal of working over . 

It ' s going to be pretty hard. 

1bat will be tbe most difficult thing to agr ee on. 

Kay I suggest this? 

Go ahead! 

Work out whatever you•re going to give the President . 
After you' ve gtven it to the Presi dent and got his 
release on the thing, take this thi ng that you' ve 
agreed on and give i t to the press . Then the defini­
tions we agree with you to work out when the tecbnical 
men get back. 

The press will immediately say, "Now, what does Group 
One include?• See? 
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All right, then we 1 11 get a fellow 

You know tha t as well as we do . 

.... 

Bel l , the public are tired or bear ing this thing. 

Not for me. 

Group One also includes Gover nments , it includes 
municipal s, it incl~ some ••• • 

What do you want t o do, Leo? 

That 's what will take the tiJie . 
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l'fbat do you want t o do? I mean what ' s l eft undone 
1n this thing before we come to this explanation? 

Nothing at all, but Just that definition. 

Definition of the Groups One and Two, isn' t that 
right , Marriner? 

That ' s right. 

All r ight, got the d efin1 tion of Groups One and Two . 

Like to see those last five words omitted, is that 
right? 

Now, will counsel give a little consideration to 
another word that's in that, a nd tha t • s the word 
" sound ." 

Where? 

Just prior to that - the s econd from the last word -
whether we can' t think of something else beside the 
word 11 sound. 11 

Where ' s that? 

It' s the thing used ••• 

This is just like amending a bill until all you have 
lett is the number . 

• 
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I wouldn't start getting down to tne toing 

Bow wait a minute, toere 1 s substance in what I'm 
talking about: tnat we assume a lot of responsibility 
in telling somebody tnet your conclusions are sound . 

Well, if you're going to begin to rewrite this 
thing •• • 

The supervising autnorities here 1n Washington stand 
behind a lot of men in the field and can be accused -
and God knows the Department got plenty of it in 
19.32. 

Well, what do you suggest in place of it? 

I don't know, I 1m Just putting it on the table for 
what it1 s worth. I don• t like the word "sound, " 
and it' s been used right along . 

Well, what it really means is net adJusted capital . 

That's right . 

What does that mean? 

Net sound capital. 

It 1 s a picture of t ne opinion ••••• 

It •s not certified that it's sound at any time, when 
we get right down to it. 

Net adJusted capital . 

But don ' t you think about the net sound as the 
net adjusted? Isn't it common usage? 

llr . Comptroller, you haven't been sued yet for keeping 
a bank open that's insolvent, and you may nave to 
stand on some of these figures to keep out of Jail. 
Tbet•s whet I•m thinking about. It means more to 
you than it does to anybody else. 

Has any question ever been raised about the word 
"sound"? In your experience 1n the examination, 
etc. 
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How l ong is it since you started to figure - ' 3S 
or '36: 

Nobody figured net sound capital prior to the 
Holiday . 

You mean for a year or two; but t hey certainly 
did back: in the 1 20s, John. 
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On what basis did t he Comptroller levy an assessment 
for net impairment of capital? 

'!hat was on special examination, but not in regular 
examination. 

You mean he di dn't put i t in the report . 

You're putting it in all r egular examina tions . 

When you levy an assessment •••• 

'Hell, I - it' s just something tha t I'd like Herman t o 
think: about . 

Well, my curbs t one opinion is tha t you'll f ind t hat 
it's been used so l ong t hat it bas acquired a cust omary 
meaning that the courts would r espect. 

Common usage. 

It's common usage. 

Well, are you through, J ohn? 

Well, I•m wil l ing to leave it with the Secretary ' s 
counsel to determine whether it should be changed 
or •••• 

All right, I ' ll be glad to look: into that. 

O.K. 

Whether it should be "adJus t ed" or "sound." 

No changes after midnight tonight . 

~it up late tonight . 
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By God, she' s through at midnight tonight. 

Oh, we'll be through 101'18 bef ore t~n. 

I'm through now. 
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Well, that won' t take long. I ' ll have the books out 
on it . 

I 1m serious. No changes after midnight tonight . 

Now, are we ready to read the statement of Upham' s? 
McKee, you ready? 

Yes • 

I'll wait till you say you• r e ready . 

I 'm r eady, go ahead. 

All right, read this. 

Well, this is - they ' ll want to do a Job on this. 

"A greater degree or uniformity in bank examination 
procedure by examinil'l8 agencies or the Federal 
Government and of the State governments has been 
made possible through an agreement reached by the 
Comptr oller or the Currency, the Board of Governors 
of the Federal Reserve System, and the Board of the 
Federal Deposit Insurance Cor poration, and concurred 
in by the National Association or Supervisors of 
State Banks . 

"Coordinated with this agreement as to the bank 
examination practices is a revisi on of the invest­
ment regulations which govern the securities pur­
chases which may be made by Jlational Ba.nks and 
s t at e banks which are members of the Federal Reserve 

.system. 

"The program ot the coordination which has been 
agreed upon concerns itself with the loans and 
investments which banks may make and their treat­
ment in bank examination and supervision. It is 
believed that the interest of deposit•rs will be 
protected as in the past, and that the sound banks 
that were opened following the Banking Holiday or 
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1933 will continue to be soundly conducted and 
adequately supervised in the public interest . 
At the saae time it is hoped that some impetus 

6S 

will be given to the flow ot bank credit into 
business and industry in the interest of economic 
recovery f or with a permanent and enduring pr osperity 
will come an added assurance and safety tor bank 
depositors. 

•It has been said frequently in the past few years 
tha t the practice of cl assifying certain loans made 
by banks as 'Slow' has deterred banks from making 
sound and profitable advances to business. The 
agreement which has been reached completely eliminates 
tae word ' Slow• from the loan classifications by 
examiners and clearly defines the types of loans 
which are subject to criticism. 

"The agreement minimizes the importance of market 
price or day-by-day fluctuation in the quoted value of 
investment securities in the portfolio of the bank 
and thus encourages the acquisition of securities 
of investment' grade for continued retent i on until 
maturity, and di scourages speculation in securities . 
The trea t ment of profits from appreciated securities 
will be such as to further give encouragement t o 
sound investment practi ces by banks ." 

"The revision of the investment regulation governing 
purchase of investment securities by national banks 
and state banks which are members of the Federal 
Reserve System will make possible an expansion of 
bank credit in the field of sound local security 
issues. It i s believed also that elimination in 
this regulation of reference to the r atings of 
securities will bring about an improved practice 
in the testing of the quality of bonds in the banks.• 

I' m going to a sk you a question. f.'ha t do you mean 
i .n the l ast paragraph - •It is believed t hat elimina­
tion in this regulation of reference to the ratings 
of securities · ···" 

That• s that footnote in the regulation which requires 
that if there is any question • •• 

I got you. 

• 
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•• it must be supported by at least two rating 
agencies. 

I got you. 

67 

~ think you could possibly in tb.at last paragraph 
insert another sentence wb.ich might put tha empb.asis 
upon the assistance which small business will receive 
from banks being able to purcb.ase securities of that 
type. 

Well, I don't think they ' ll get much. I don' t think 
the banks wil l buy them . 

Well, I•m not so sure. 

Tha t may be true, but I'm afraid •••• 

M.r. Secretary, I think you1 re able to give the 
President all the guidance he needs . I'm s ure tb.at 
he ' s got hi s own position to make, and tell the public 
that. I don 1 t krow of any man on God • s green earth 
t ha t is bet ter able to tell the public in simpler 
language than he is. So I ' m not going to put myself 
up against him. 

What I think - I think this is a very, v ery important 
and a constructive move to make, and I think that the 
President can use this a t the present time in connec­
tion with his whole r ecovery progr am to meet an awful 
lot of criticism t hat has been directed toward the 
4 dministration by small business, by business people 
generally. And it seems to me that this does.n•t do it 
so well. 

I think that he should say - r efer to his message 
at the time of nis recovery program - that he says 
thus and so with reference to the releasing of gold 
and the action of the Reserve Board in decreasing 
reserve requirements in order t o make funds more 
abundant, see; that the purpose of financing sound 
business, etc ., - and in order to bring this about, 
t ha t he asked at that time that there be an effort 
made on the part of the banking people to coordinate. 
Now, that ' s t he beginning of the thing. And that 
for the purpose of making tb.is effective, he a sked 
the Secretary of the Treasury, see, to bring together 

Regraded Uclassified



sa 
-20-

these agencies, and t ha t t hey, as a r esult of 
these c onferences - that the present rules and 
regulations governing investments , as well as 
examinations , have been modi fied i n t his particular. 

Then he can say with reference to the investment 
regulation that it now permits such and such, you 
s ee, which tends to meet a cri t i cism that has been 
growing for a period of two years . 

Be can say that with reference to this "Slow" 
classification, that that has been eliminated, 
and that that is a r ecognition that banks will 
not be criticized for making working capital or 
f ixed capital loans so long as t hey are sound. 

That this then - what it aoes , it puts the banks 
on the s pot if it doesn ' t make the loan, and not 
the Government, not the examining authorities, 
you see; that so far as we •re concerned we ' ve done 
t his and they now can do that, see? 

And then, in the case of the investment securities , 
tha t what we have done in that is to i gnore the 
ticker tape, the Wall Street quo t a tion thing, where 
investment securities , including Governments, are 
an investment type, and that they will be considered 
at cost and not et the market; and that other 
securities which are inferior will be taken, not 
at the day to day ticker tape prices, but at an 
a verage which more truly r eflects the intrinsic 
value over a period of 18 months, s ee ; and that the 
depreciation on these lower grade non-investment 
securities, and I would put in the percentage of the 
investment securitie~ which would be somewhat - now 
we can put the triple B1 s in there - be something 
over 90 percent; and tha t t he inferior is a small 
amount and t ha t only they will be treat ed in t his 
manner, and then over an average period. Now, it ' s 
important because it gets away from VIall Street 
determining what is intrinsic va lue in this thing. 

And that in estimating the sound - in e stimating 
capital of the banks, t hat the loss showing - the 
determined loss would be deducted; t hat both on the 
defaulted securities, ss well as on t he loans that 
a re classified as loss... In the case of the 
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doubtful , that one-half of tna t, which i s based 
upon experience - is t hat about half of that may 

ss 

be developed into loss - that one- half of that will 
be included, and one-half of depreciation in the 
speculative or i .nferior securities. 

Now then, he - it seems to me that he ' s given to 
t he country something that will tend t o put the 
bankers in a position here that, now, so far as 
the authorities are concerned - •that we have made 
it possible for you to make s ound loans without 
regard to the maturity as tne final det ermination, 
and that we have detached your investm~nts, or your 
securities, from a ticker tape, t he Wall Street 
propositi"!&'; if4" that we have opened up the field 
nere 1n tnis moct fication of the regulations so that 
the banks no~1 can help to finance small " 

tiny, Marriner, what in the hell are you running for? 

I• m just telling you what seems to me terribly 
important. 

ltr . Secretary, if you prepare the facts in this 
case of what they were, what they are in the ne" 
approach, the President, no matter if we sit here 
.for a week - he ' s a better master of the English 
lall3uage than all of us put together; he'll make 
a better Job of it. 

If what you people would do is this - I'm glad to -
very glad to hear what llarriner has t:o say, s nd I 
listened carefully - if between now and midnight you 
can dot the l as t "i" and cross the l ast • t• as to . 
regulations, then tomorrow I ' ll sit down myself with 
Upham and get t his thing, not trying to interpret 
it but simply say in the very simplest language what 
is in it, and what the President always calls - so 
the man on the street can understand it. Then I ' ll 
give it to him. I mean I'm simply trying to say 
what this is, what is in it. 

You (Eccles) can have that memorandum to the Secretary 
by tomorrow morning. 

Do you mind if I jot down the suggestions, so that 
if tb.e President asks me what is my suggestion • • ; . 

• 
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If you will give it t o me, I ' ll s end it a l ong. 

All right , I ' l l do t hat. 

Uo you mind if I say one thing , Yr. Secret ar y? 

No . 

I should like t o a void as much as possi ble a ny 
i mpress i on that this i s done by the Pr esi dent, or 
t ha t he is directing these agencies to do it , and 
i f he doesn ' t make any st atement I think it ' s a 
good deal better . 

Yes, but he doesn' t have t o be t he s ponsor and s till 
it can contain good proVis i ons for the benefit of 
the country . 

I've watched t his town get exci ted over a r ecovery 
measure and t hen have it f all flat. 

1here ' s been so much l eakage on t his - t o b e very 
frank wi t h you people, I never saw so much l eakage. 

By t he way, Ur . Comptroller , I still have the copy 
of your regula tion, so I ' m not guilty . 

So he may simply say, "Well, that ' s f i .ne , l e t them 
get it out. " · 

Hope he does . 

I t •s up t o him. 

I don ' t know, but i n view of this - i t ' s so terri bl y 
t echnical , I just went t o digest this thing f or hi m 
and give him an explanation of what it i s . Now, if 
Eccles wants to attachhls letter, why, anything he's 
got- he ca n s end it direc t or I 111 send it along 
with i t - ei ther way. 

Leave out VIa l l Street; t ha t ' s been done t oo much. 

It ' s not necessary t o say Wal l St r eet; say market 
quotations . 
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'Nell, I'm not at all sure but what be doesn ' t want 
to let tbe thing go out. 

Just look a t all tbe ballyhoo about the recent 
recovery measure ; t ben it falls flat . Tben 
Washington is quiet three days ago, and tbe whole 
picture turns around three days ago, and you 
don't know wby. 

••e understand eacb otber. We ' ll get this thing . 
As to the final crossing the •t 1 s" and dotting the 
"i's,• there is still some work to be done, isn't 
there? 

These definitions. 

Yfuere do you want to do those? 

I think Wr . Crowley wants to wait until bis man is 
back. 

If you want to include it - if you want to accept ' 
this memorandum as it is, that ' s agreeab~e with me, ~ 
with the definition Wonday or Tuesday; or if you want 
to sit down now and try to work it out, we 1ll try 
and do it . 

~ouldn't you pr efer to wait? 

I'd like to work it out • 

Gome on, let 's go to Cy 1 s r oom. 

I think it needs to be worked out, because the 
press will ·say, "VIhat do you mean her e?" Well, 
say t ha t what you tbink he means • • •• 

Now understand that - is there anybody going t o give 
this out until you see the President? 

lio . 

Let ' s be sure of that. 

Let ' s say again, nothing here - as I said yesterday, 
this is now White Bouse material . 

Thst 1 s right. 
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And I 1m not even seeing them, because I made the 
statement last night, and what I said yesterday 
goes and I've got notbing to add to it. But the 
material wbich is here is t he property ot the 
President. 

72 

Well, I've been g u1lty of adding sometbing to what 
you said yesterday. They asked me who won, a nd I 
said, "The country did." 

Tch I tch l . 

Well, I made my r emark because the Comptroller -
the Wall Street Journal carried his revised regula­
tion, and he gave me very kindly a copy of it. So 
I ' ve still got my copy. 

Well , this is White House material . 

Did t hey carry it today? I haven't seen it. 

There isn ' t the Comptroller ' s analysis of the 
Comptroller's r egulation that we di scussed yesterday 
and all agreed to . Tha t should be put on here. 

That's a separate document. 

I know it's separate, but what I meant is in connec­
tion w1 th what goes to the President, and the tbing 
we're a ll approving - we approve that as well. 

That ' s right . 

See? 

It isn' t here. 

Because there isn't any question •• • • 

• 

You have my promise that I'll talk to no newspaperman. 

I don't worry about you. 

Did you have copies of that regulation made? 

I don ' t have any . 

I have one, but I'm not going to give i t a way . 

• 

Regraded Uclassified



-· 
GROUP a.'TING June.23, 1938. 

9:45 A. ii. 

Present : 

B. i.t . Jr: 

Klotz: 

H.M.Jr : 

Wr . Oliphant 
Mr . Haas 
ldr . Upham 
ldr. White 
ldr. Lochhead 
Mr . Bell 
llr . l!cReynolds 
!.Irs . Klotz 

(Over telephone . ) Please tell the operator 
I talked with her this morning at a quar ter 
past seven, and wanted to t alk to !Jr. Upham 
at eight o'clock, and she got poor Mr. Upham 
out of bed and over at my house at eight 
o ' clock, instead or which he lost about three 
pounds , bad no breakfast , and is terribly up-set. 
Thank you. 

It ' s good for him, as a matter of f act . 

Professor McReynolds . 

McReynolds : This . (Hands H. li . Jr. a l etter . ) 

H. I4.Jr: Boil it down - what do I do? 

UcReynolds: Of course, they've given instructions with 
respect to the man in Italy . Feis bad an 
acknowledgment or it - the papers were in his 
office but he didn ' t know it . Incidentally, 
it was ten days too late - yet, should have 
had it long before. 

H.M.Jr: What do I do with this? 

McReynolds: Well, I don't know whet her you do anything about 
it . 

H.!{. Jr: I'll read it. Would you call up Feis? 

73 

UcReynolds: Feis ' office had already called - he called 
Ballinger before, inside of fifteen minutes . 
When be found-he made some inquiry - he f ound • • • • • 
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H. IJ. Jr: Feis had to have an excuse to come over and 
see me. 

Oliphant: Uay I suggest that •••• • 

McReynolds: Here's a letter about the same problem. The 
State Department isn't involved, but it ' s a 
protest from one of these Wage-Earners Protective 
Conference groups of the union people, against 
the methods now used in determining foreign 
value, and I only mention it - this letter is 
addressed to you. That, incidentally, came in 
yesterday at three fifty-seven p . m., and 
Steve bad it in to my office before the day was 
over . But I don't think it ' s •• ••• 

H.U.Jr: Well, you take care of it - don't leave it on 
my desk. 

McReynol ds : That {a letter) is the Executive Order providing 
for the place for the Coast Guard . 

H. t.I .Jr: Have we finally got a place? 

McReynolds: Up at the Fort Hunt place.- we are declaring a 
surplus, and then Peoples can give i t to them. 
Take it out of the jurisdiction of this . 

R. ld.Jr: 

!icReynolds: 

You mean we get the location - the whole thing? 

No, just t he part we want. 
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Bell: 

McReynolds : 

How did you get by the National Park and Planning? 

The boys find that there is authority in the 
Presiden~ regardless of the jurisdicti on of the 
Planning Board, to declare that plot as surplus, 
available for distribution, available for reas­
signment by the Procurement Division, so that 
the President is here declaring that as surplus 
and Peoples will proceed immediatel y to assign 

R.M. Jr: 

!.lcReynolds: 

it to Coast Guard. 

Anyway, you did it. I'm not asking any questions; 
it sounds like a phoney to me . 

(Laughing.) I didn't work it out; it was 
Herman' s bright boys who worked it out. 
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Must have gotten Uncle Frederick out of town 
and put it across . I agree with you. 

God moves in mYSterious ways , wonders to 
perform, Dan . 

McReynolds: I t ' s r i diculous to work the whole thing out, 
because they want the ninth hol e of the golf 
course - that's what t hey want to use it for . 

!I.M.Jr: All r ight, Mac, 0. K.? 

UcReynolds: Yes . 

Oliphant: I n connection hith what Mac said , if there is 
any further discussion about the lay of the 
Treasury, I ' d like to give it to Uac . 

H. tL .Jr: Feis expl ained to me - "Now I may be all wrong, 
but I want ed an excuse to come over her e on a 
very important matter, unofficially. " He said, 
"Now what I am saying -maybe it's al l fixed up, 
but I •ve got to have a reason to come over . " 

UcReynolds : Well , maybe he knew t he letter l"ias in his office. 

H. I4 .Jr: _No, no . Feis is all right . Feis is all right. 

l.lcReynolds : Sure he 1 s all right; I think he 's a sv:ell guy. 

H.Y.Jr: 

Bell: 

R. iJ . Jr : 

Bell: 

H.!l.Jr: 

So do I. Dan. 

R. F . c . i s goi ng to sell sixty milllon today . 

(OVer t elephone . ) Get Dr. Burgess - New York . 

They got six mill ion dollar s yesterday and they 
1·1ill get the balance sometime between the 
twenty-ni.nth of June and fifth of July, depend­
ing on the deliver of the obligations . They are -
R. F . c. obligations . They are offering t oday, 
for payment about the fifteenth, between 
t we1Ve and fifteen million dol lar s of P. w. A. 
securi ties. 

Ah - good. 
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So •• ••• 

That forty million or Home OWners' Loan - was 
that a turnover or was t here any new money? 

There will be about thirteen million dollars of 
new money. 

How much? 

Thirtee~ million dollars. 

(Telephon.e . ) Hello. 

Operator: Dr. Burgess will be there at 11:)0, 
our time . llr. ,Sproul is there. 

H. M.Jr : Sproul? 

Operator : Yes. 

H. l! • .Tr: No. No. Burgess is t he one - I ' ll 
take Burgess when he comes . 

Operator: All right. 

H. ll. Jr : Thanks. 

There is nothing new in t he exchange market. 
The silver market has been quiet. I noticed 
t he Cuban House pa.ssed the bill for another 
silver coin._ - a silver peso. Probably the 
President will sign t hat and it will start 
right away. 

Barry, I 1d like to see you a t eleven thirty . 

(Nods "Yes . ") You ' ve noted, probably, the 
purchase and sales of foreign securities . 
The only thing I 1d like to call your attention 
to is the rather startling absence of results 
from both your statements with respect to gold, 
which was very reassuring, according to for ei gn 
prices, and was cer tainly so here, plus the 
upper movement in the foreign market l .ast week, 
notwithstanding that there is practically no 
net movements . The only response that t here 
appears to be to those favorable circuastances 
is a substantially increased purchase and sales 
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which reflects the increased purchase and sales 
of domestic matters, but no net movements at 
all. I ' ve raised this ques t ion with Archie. 
He doesn' t think there is much in it; I em not 
sure, end I want to call it to your attention. 

With r espect to the copper companies . The 
Kennecott Copper Company, and t he big copper 
companies have already laid off most or their 
help, end they are contempl ating shutting down 
their mines very soon. There produce - thirty 
p~r cent of the copper companies produce a 
portion of the silver . I was wondering whet her 
t here is any thought in your mind whether an 
informal discussion with the key men in those 
i .ndustries t o the effect t hat t hey have 
received subsidies a.nd the chief argument against 
t he reduction in price of silver has been the 
unemployment which it has caused . They are 
shutting down all the pl ants. Llight it not be 
possible they would reproportion them, with the 
implied suggestion that the price of silver may 
not r emain where it is if they are going to cut 
the trice down. 

Talk to me about it at eleven thirty, and bring 
in those little books you have on r.orld trade. 

Here' s somet hing on world trade that brings 
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out one of the interesting t hings, if you want it. 

I'd rather wait until then. Incidentally, • •••• 

There is a couple other things . For the first 
t i.'Ue, we have been able, in our examination of 
these injury oases which come to us, have we 
been able to find a case of injury. We have 
had quite a few lengthy reports. 

Injury being one of the necessary el ements of 
dumping. 

I ' d like to raise the question here as to who 
is gJ ing to determine for us whether our criteria 
of injury which we have been applying, on an 
economic basis - we've gone through the history 
of it and have a document prepared, setting forth 
our findings . 'l'le find it very di!'ficult to find 
a case of injury . This is the first case of 

• 
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injury we have found in the app1ication of dump-
ing duties, and it may be at some time the Secretary 
may be subjected to criticism, that he is not 
carrying out the intent of the act because so 
many cases ar e being determined. 

Injury to wbDaand by whom? 

The 1aw reads that there must be injury to a 
domestic industry or 1ike1y to be an injury to a 
domestic industry as a consequence of dumping 
goods, so in many cases we find dumping . 

Who is dumping? 

This particu1ar •hors e-shoe" case is dumping from 
Ge.r many. 

We11, 1ook ••••• 

There's a 1ot of cases been around. (Laughter . ) 

I'11 ta1k to you more about it at e1even thirty. 
I 1 ve got a half hour , and I'd like to talk to 
you about it . 

I 1d like to say something on t hat . 

You wou1d? 

Because I won't be here at eleven thirty. 

All right. 

The statute - the law is, t here must be injury, 
and my interpretation of the law is t here must 
be injury in fact, and I know of no better way to 
determine injury in tact than to refer to the 
economic situation to determine whether tl~re is 
an injury in fact . If you f i nd that there 
rare1y is injury, that is just the way 1t works 
out. There's no mystery about it - nothing to 
defend - nothing to be worried about. 

We11, the decisions refer t hose cases to you tor 
that determination, which is based - made after 
carefu1 determination - made, maybe before you 
got ahold of it. 
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This is too big and important a subject to do 
this morning. We 1ll talk to them and I 1ll sit 
down with you and the legal section. 

(Side conversation with Mrs. Klotz.) 

What else, Harry? 

That 1s all. I didn1 t ltnOVI t hat Schmeling VIaS 
knocked out l ast night. 

Another injury case . (Laughs) Injury in fact. 

Injury and dumpi ng . 

I not only heard my orrn r adio but I heard about 
five radios in the nei ghborhood. 

It's quite an economic blow to Germany, I think. 

Ah, it's terrible - this is too much . 
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Is this a question of blocked exchange? (Laughter.) 
All right. 

Now, - Professor Upham. 

I talked to Jesse . He 's all right. 

And Villi te? 

He•s out of town and his secretary doesn't know 
where he is and won't know until he comes in. 
l'le ' ve been on him right along, but I am sure 
he ' ll have no objection •. 

Well, then have a couple copies made. I 1ll take 
care of it; I think it 1 s nice to use it, don•t 
you think so? Just use this; would you say, 

•Ur . Upham?" 

No, I 'd say, •I•ve just learned.• 

Anything else? 

Vihen are you going to be ready to let me see the 
statement, so I can write a letter. How about 
three o.' clock this afternoon? 

• 
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Oh, fine . 

Krs. Klotz, Upham at three o•clock. 

You said it was all right for Yr . Di ggs to 
make a speech? 

I went over it with him and t here was no 
controversy. 

You v;ent over his speech with him? 

No, but he ' s ~oi.ng to talk to you. 

He 1 s tal k1 ng next Tuesday ..J!\ght • - . . z .. 
No, he should wait for t he President - wait and 
see. But nothing - there wasn't anything that 
is controversial. 

This i s tomorrow night, and he's leaving this 
afternoon. 
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Incidentally, the Washington Herald gave us a 
nice editorial and so did the Times, but I just 
suggest you people read Mr . Krock, t wo columns 
removed, and then read it to me, and you wouldn ' t -
they don't seem to know what my name is when 
they wri t e an editorial. They always refer to 
me as the Secretar y of the Treasury. It ' s all 
very interesting - they have forgotten my name . 

(Nods to !ir. Haas.) 

I'll send i n the notes on that meeting yesterday. 

Did anyt hing happen after I left? Did they get 
down to brass tacks? 

No . They were just - t~ere you there v1hen Hopkins 
made the suggestion - how to offer all the wheat? 

The l ast thing said was he trought they ought 
to buy enough wheat to give every person all the 
wheat they could eat. 

He reiterated that at the close - not only that 
but several other items. Tapp thought it could 
be done; Wallace was skeptical as to bow it would 

• 
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H.M.Jr : 

Haas : 

H. ld.Jr: 

Baas: 
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work out . I am not so sure Wallace didn't 
agree he would do that, and finally, a t the end 
Wallace asked Tapp if he had enough instructions 
with regard to policy nnd Tapp said he had . 

Wilcox went over and told what they were doing, 
and sort of made a talk about the criticism 
Parran made on the distribution. They are goins 
ahead on the study. 

Incidentally, if you could get Tapp, who is 
going to use wheat - use this wheat , on which 
is a mixture of wheat nnd milk and something 
else - Cornell has a formula of wheat and milk, 
see, which is almost a balanced diet. See? 

Yes sir . 

They have some trade name for it which they use, 
but I mean the formula is available, and it's 
so much better than just the straight wheat. 
Why don t t they take that formula and - take the 
whole wheat flour , plus t he skim:ned milk, using 
t he formula of the college - home economics. 

Were you there when Dr. Parran suggested that 
combination, plus the germ of the wheat? 

But the college and Cornell ' s got that formula ; 
it's so much better. 

The most amazing state~ent made there yesterday 
was by Hopkins . He said- I nas talking about 
buying food - "They bought a million s ix hundred 
thousand pounds of tobacco; five million boxes 
of grapefruit juice, which was t he principal 
purchase for these starving people ." Hopkins 
said, "There may be about two hundred t housand 
who worry about that besides you. " He said, 
"There ' s nobody else in the country who 's 
worrying about it." We and two hundred thousand 
social workers. This is Hopkins putting me down 
with the social Vlorker s . (To Llr . Haas) Is that 
stat ement correct? 

That ' s what he sud. 

That ' s what he said . 

81 

Regraded Uclassified



ilhite : 

a.u.Jr: 

Haas : 

H.1&.Jr: 

flhit e : 

Bell: 

n. l.t. Jr: 

Bell: 

Bell: 

H.M. Jr: 

Bell: 

White : 

H.M.Jr: 

Vlhite : 

- 10 -

But be said it with a smile, didn' t he? 

There was no smile there yester day. It was 
all serious . 

He was r eally more excited than I have seen 
him i n a long time. 

"You say there are forty million people - what 
you say is 'Let them starve . '" There were no 
smiles there yesterday. He said, "Well, you 
and two hundred thousand social workers worry · 
about t his thing ." There r1ere no smiles -
get George to tell you. It was one of the 
most amazing meetings I have ever attended . 

It doesn ' t check with his general character -
his general philosophy . 

It does check up v11th the l ast t wo years of 
the v:. P. A. 

Yes . Vle •ve got stenogr aphic notes of meeting 
after meeting here with Hopkins . There are t wo 
Christma ses t hat Bell and I are responsible 
for putting on more people t o work, and we are 
solely r esponsible for two years - on t wo 
Decembers . Is t ha t right, Dan? 

Yes . I don't know whether I told you or not but 
maybe you knmr that V/allace witbirew his cotton 
let-ter . 

No. I did not. 

And asked that f our million be authorized to 
purchase wheat . 

Grand . Grand . 

That' s been approved . 
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Are they going to create a post of Public Vlelfare? 

No . 

I mean , in the Reorganization bill they were 
consider ing it; but just what does that mean? 

-
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Well, look, Barry, get George to tel~ you what 
happened at that meeting yesterday. It's the 
most amazing thing. Here I am, Secretary or the 
Treasury, with Wallace and Hopkins, urging them 
to t ake care of these people ••• •• 

In that connection, did you see Fr~in' s 
column on distribution? 

(Side conversation with Mrs. Klotz.) 

(Nods to Mr . Haas . ) 

I've got a couple other small things . On this 
trip that Miss Lanigan ~1ould like to take, when 
t he note ,·,ent in to you on it originally, I 
t hought it was vtell for any of these people to go 
out and attend these meetings; she might pi ck up 
a good de~, but in t he meantime you, over the 
week- end, came back with the idea of this study, and 
I held it up, thinking she might be involved, 
and I held her up . You are goi ng on your vacation, 
so I feel this way about it, that I ' d be inclined 
to keep her here working on this steadily. 

V/hat? Vlhat is that group? 

The socia~ v:orker s are having a meeting . 
Representatives all over the United States w~l 
be t here; she ' d pick up some gossip. 

This is more important . Let her take her vacation 
whenever she wants to go, but - I mean, this 
thing here they approved yesterday - Parran and 
Home Economics made a study, costing around forty 
thousand dollars , as to what the situation today 
is as to malnut rition. They agreed to that. 
Now I don't know of anything more important than 
that . 

That ' s right . 

She can take her vacation any time she ~ants to. 

The other question is, Dr . Parran noticed I was 
taking some notes and he asked if he could have 
a copy of the notes . 

Yes. 
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On this question Barry raised on copper, I think 
it is important from the point of view - I am 
not going into a whole economic discussion -
I think it is important, from the economic 
situation, that the production of the copper be 
cut down. It would be idea1 if you could cut 
tha production down and still pay the men, but 
I think it is a very involved question as t o 
whether you should advise them to continue t he 
production of copper. 

I agree with you, but that is all right . The 
purpose of these things is to raise the questions 
and, as I say, out of ten suggestions we all make, 
if we get one good idea that one idea is worth 
while. The purpose is to raise them. and I can 
do - Baas and I agree with Barry' s point, not 
to throw t he men out of work. The only thing 
that surprises me about Barry' s remark is that 
it sounds dictatorial . •You do this t hing and 
you drop the price of silver.• The threat of the 
arm. 

o. K., you win. 

I'll help you out, Harry. 

Well , why go through t he motion? What else, 
George? 

You probably have noticed i n the last few days 
the prices of metals have been moving up nicely, 
which is more important from the industrial 
outlook picture than the price of wheat. 

Does that incl ude copper? 

Copper with heavy volume, and lead, and zinc, 
and tin. 

Another rain drop. 

That's all. 

Vleren•t you going to give me the European cr op 
picture? 

Friday. 
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I see, Friday. All right, George. 

I 'm a 
take. 
said . 
those 

little skeptical about these notes I 
I try to repeat almost exactly what people 
I wonder 1r I couldn't generalize on 

things for Dr. Parran. 

Oh, let Parran make his o~~ notes . If you start 
handing out these notes you set a precedent. 
Give it to me just the way you did it - with all 
the dirt in it. 

If the rain dr ops keep co.ming fast, don't let 
l.larriner r a ise 'an umbrella. 

Herman Oliphant said something very smart 
last night. Do ·you mind if I repeat it? 

If you put in all the adj ectives. 

He wants to stop you. 

He said, "Let me remind you what you seid, that 
if we ever came out of this thing - and !.larr1ner 
Eccles came in ••• • " You repeat it- with 
the dashes. 

If we ever get this thing started up agai.n -
says the first dash - including Marriner Eccles 
coming around and talking about raising reserves, 
I'm going to throw the blank, blank, blank right 
out of my window. 

And I told Herman that llarriner will come 1n 
before I go - about in the middle of the job -
and he will be worrying about prices and things 
going too fast, and he's going right out that 
window - teet first. 

Picked your window? 

Or anybody else. Remember, George, last January, 
in •38 when I said we were just begi.nn1ng to get 
a new taste in prosperity and I wasn't used to 
the taste and that t hey would take it away from 
me - and t hey did . 

OS 

• 
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.rust this piece or gossip. Two days before 
Congress closed the Utah Copper CompaQY closed 
down, and the day Congress closed, Congressman 
Robertson, of Utah, came in to tell me goodbye, 
He ' s a former classmate of mine. As I say, two 
days before the session adjourned the Utah Copper 
CompaQY closed, and they came in to tba.nk him -
the officers - for what he had done for them 
by way of legislation. He said, "I am going 
out to Utah. The Republicans are going to say 
th.is close-down - they ' re going to say - is due 
to the Democrats, and I ' m not going to takBit; 
I ' m going to make one speech, and none other. 
I ' m going to make it all summer . · 1Last year 
you paid fifteen per cent dividend, and yet you 
have to close down the mine and throw people 
out of work. In 1 34 and 1 35 you made copper 
pay - you don ' t really own that stuff, you know; 
t hose are natural resources.'" 

They said, "Wait a minute; we don't want to 
raise that issue. Yle think we ' ll have that mine 
open again in a couple days . 

The other - it is i nteresting. Burgess sends me 
a report every lleek, and the first three months 

86 

of this year , much to ~ amazement, the new issue -
the issue sold to raise new money - was slightly 
in excess of the first three months of 1 36, which 
amazed me. The stock sold to raise new money 
the first three months or this year was slightly 
in excess of new money raised in the first three 
months or • 36 . 

Is that due to the liberalization of the banking 
laws . 

Perhaps Tte won•t have to do that. 

All right. 
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H. ll . Jr: Hello. 

H. !J. J'r: 

Burgess : 

H. l!. Jr: 

B: 

H. !.:. Jr: 

B: 

1'. ll . J..-• . . 
B: 

!L l!. Jr: 

B: 

I'. LL Jr: 

B: 

H. iJ Jr: 

B: 

H. u. Jr: 

B: 

Ur. Madison stepped out of hie office, but 
Dr. Burgees i s there now. 

0 .l<:. Thanks .• 

Go aheed. 

Hello, Henry. 

Hello, Randolph. 

Row are you? Sorry not t o be ava ilable. I'm 
a professor, you know, these two weexe . 

You 've been what? 

I ' m e col lege pr?f e ssor. 

Good t or you • 

I ' m t eaching at this Graduate School of Banking. 

Lucky man. 

I go over there l.r. the morning and come back i n 
the a fternoon s~cetime. 

Row's that water worke thing going? 

Well, 1'a 1r. The i nsurance companies didn't come 
in quite as heavily as they expected. 

I aee. 

But they' re gradually getting a pretty good 
distribution . 

When will they close t he books? 

Just a second, I' l l eee if - I 've got ~eddy 
r ight here with me - when they ex?ect to close 
them up. -- They aon't know just when they will 
ol oae it up . They're finding it a little slow 
d1~tribut1ng it among leader s. It came out 
pret~y r apidly, you know. 
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H. ~ . Jr: I think it'e the silliest performance I ever 
heard - I m~an whY they bed to brlng it out 
todP.y - whY I thought surely they woUldn ' t 
bring it out till Uonday . 

9 : They never wait quite l ong enough before they 
shoot on these things . 

H. L!. Jr: No. I think 1t was a very stupid pertorllll'nce . 

8 : Yes. Well, I think 1t wlll go all right, Henry. 

!1 . !.! . Jr : O. K. 

B: 

H. l.!. J r : 

B: 

The prices ot the l ong ones are a ttractive and 
t he terme are l ong, ot course, come ot them, 
but ! think 1t 1 s going t o work out ell right. 

All right . Tbe.t~k you. 

All r1ght. 
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H. U. Jr: Hello. 

June 2~, 19~8. 
2 : ~-l P. l.l. 

Secretary Hull is a t lunch. He'll be back i n 
about fifteen minutea. 

H. u. Jr: Well, I can 't talk to him, and leave word I 
called. 

All right . 

• 
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II.IIOaA.DUII ----------
CoDforao. !~Gl lA 8oor•t&l7'• Office at 21~ P·•· 

JIIM 23rl , U38. 

Pfte .. \1 Socnt&l7 llorpaUiul 
llan7 llopk1u 
.u.tnl People• 
llr. llab71l0lle 

llr. Bopkiu e\atel that be baa 12 allUoa lcllaN ciftll hla 'b7 
tbe Pru14at for tbe parobuo of ~q~PUM . .. e\atel \!Ia\ \~ 

lolew Whet 1111PJ1Ute t~ aeelel aa4 wben tbq -tel~ leUnNl, 

'but H would 'be aeotua17 to pa1'CIIaoo \~ prior to J~ let, 
'beoaut tho a\'alla'bllit;r of tho DOilt;r would apln Oil that lett. 

!be u- of eupplite nq.trel an -at, p&Ytl, etoae, 11a'bor 

&Ill oruabed •'*· .. aabl W.thtr tho Proour-t Dhieloa wollll 
Ulldorlab to pvciiAu \bate .-..ppll" for ~ riUW. tbe tU. ltlllt. 

llr. lopkiu 11114 tbat the ProCIU'atlli Dhilla bad. tole.T pvobaeel 

$<100,000 worth of -••rlal wbloh llopldu 1 o.fflco roqut~~tel olll;r foar 

4qe IICO• lit did DOt etato Whet •torlal it -•· lnat lll eq U 
..... a Ytry dltflcul t parohuo to ..a aa4 OOIIpll-tel tbe Pro­
_, DhldOil a &OOOIII!PltablJic tbe pvohuo. 

llr. loplr:1u t\atel \liM then ....,.. llftll u- of • t erlal wbloh 

would 'be pvobuel 11. th tho 12 lllllloa lcllan ..,d that tbe;r would 'bo 

lilllQC, lf !lilT one or two of tbou lt•• wen too OOIII!Plloated to 
balldle, to haft nob u .. elllllaattl &Ill a proporlloaato illonue 

M4o la the q'Uil\1 t;r of other lt-. 
llr . lopkiu aald he oould !laft Oil .u.tnl l'eoplM1 leek 11. Wa 

Ill bour a eipel roq.tllUoa for tho uterlal to 'be puroha8el &Ill tho 

polate to wbloh delherl .. are to 'be ule, lith a etatuct craaUIIC 
dleonUOJ> to tho Pro~t Dineioa to IIOdlf;r tho u- aa4 

craaauu .. aa lllcbt 'be a-oeaq. 11t e\atel tb&t \be polllt• of 
dellftr;r lllght 1110\ exceel thnl &Ill would uoler DO OOildlUoa exooel 

tlx . 

The S.ont&l7 e\ated the Procur.M~>i Dintloa would uAariab to 
alike the purobae" nqueetel. 

llr. Jlopklu e\atel be would !laft hie 11r. lo~ 'brlQC \be 
requh1Uoa to .u.tnl l'ooplM lithia \be boar ul e\q with IUa nob 

tlat •• alcht 1M nq.tNl to oloar up !lilT pola\e thai alght 1M rahel. 

the 8ecnt&l7 aabd llr. llopldu W.thor be bad. the.,...,. u4 

!)Q 
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DEPARTMENT OF THE INTERIOR 

UNITED STATES HOUSING AUTHORITY 

WASHINGTON 

l:E:!ORJJIDUl..i tor Honorable Henry Lforgenthau, Jr .: 

Outlook in Respect to Loan Contracts and 
Disbursement s , June 20 , 1938 . 

The upper nurt of the attached chart shows our out­

look for t he making of loan contracts and for disburse­

ments ns it appears today . The lower part· shows the 
outlook as it appear ed on February 20 , 1938, and incor­

">Or at es the estimates presented by me to the White House 

on that date . The outlook as it appears today contemplates 

u much larger volume of loan contr acts and disbursements 

than that Y.hich appeared possible on February 20. For 

example, it is no~< estimated t hllt by the end of 1938, loan 

contracts will total $461 , 000, 000 and disbursements tota1 

t67, 000, 000 as comoared with prospects on February 20 for 

lo~~ contracts of $175, 000, 000 and di sbursements of 

~41,000 , 000 by t he end of 1938 . 

The graphs on both churts show the month1y amount of 

loan contracts and of disbursements . The legends attached 

t o t he gr aphs at semi-annual i ntervals show the cumulative 

~counts ot loan contr~cts and of disbursements to the re-

spective dat es . · 

The upper chart is based on the maldng of loan con­

tnct s at the r ate of $5Q,OOO, OOO per month. I f we con­

tinue at this rate, we Vlill have exhausted our present 

authorization of $800, 000 , 000 by June 1939 . At this time, 

udditional authorizations must be made by the Congress if 

vte are to continue at the r ate shovm in t he upper chart . 

The graph for di sbursements by months shown in the 

upper chart has been computed on the a~sumption that the 

aver ace pr oject will be completed and final payments made 

in t he t r.entieth month aft er t he approval of loan contract. 
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It is estimated that the following percents of the 
total loan will be disbursed in each of the successive 
months : 

Months after Approval 
of Contract 

1 
2 
3 
4 

l 
7 
8 
9 

10· 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

(First Land Payment) 

(Complete Plans and Spec . ) 
(Contract for Construction) 

(Final Payment) 

Percent of 
Total Loan 

Disbursed 

Our expected rate of progress, as shown above, may 
be compared with the actual r ecord or the PWA Housing 
Division which built under direct contract and hence had 
complete control of its projects . The PWA record is as 
follows : 

Average Elapsed Time from 
Date of "Proceed Qrder" to: 

Completion of Land Acquisition 
Commencement of Demolition 
Completion of Demolition 
Commencement or Construct ion 

Average of 
48 Projects 

6. 7 months 
7 . 3 • 
9.1 • 

ll. 2 II 

The PWA thus took on the average project about twice 
as long to reach the construction s t age as is contemplated 
in our schedule at the top of the page. 

~ 
Administrator . 

Attachment 
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( ~ June 2, 19J8 

Till CCIO'LIT1i LlS'l' OJ' TOTAL COioOIIMIITS :BY 
TIIZ UNlTID S'l'ATZS HOUSING AUIJIOIUTY (lN­
CLUDlJIG IWIWiliNGS OUTSTANDING, TODAY 1S 
EA!IWIJ(INGS, JJID LCllN CON'l'll.t.CTS SIONED) 
J'OR 95 LOCAL H<XJSING .AI1\'IIOIUTIIS IN 23 
S'l'mS JJID Till nRRITOIIY 0., IU.I.UI IS .lS 
l'OLLO'IS: 

l&l'llBZ'ki.Dga 
Ouhte.ndillfj 

!lay Group 
$5,40,000 

672,000 
900,000 

1,400,000 

$3,828, 000 

CON!IECTICU'l' 
Br1c~Ceport 
llo rwalk 

County 

Jaclcaonville- April Group 
1!1tu01 
Orlando 
P Oftt4COl& 

St. Petersburg 
TIC>pc. 

GroRGI.A. 
Athona 
Auguata.-April Group 
ColUJObua 
Rome 
Save.nnah 

~ 

ILLINOIS 
Ch1caco 
laat St. Louis 
Peoria 

INDIANA 
Ander eon 
Doce.tur 
Deluare County 
Jort IAT~~e 

5 , 000.000 
5,000,000 

15,000,000 

2, 250,000 
450.000 
900,000 
900.000 

1 , 500,000 

270 , 000 

850,000 
540,000 

2, 700,000 

2 , 400,000 

16,000,000 
1,500,000 
1,500,000 

750,000 
50,000 

400, 000 
1,500, 000 

' 

1,027, 000 

1, 369,000 

Ste.te Total 

$7,340 , 000 

25,000, 000 

6,950 , 000 

7,027,000 

5, 729,000 

2,400,000 

19, 000.000 

(aoro) 
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C) 96 
State oll4 

lanoarkiD&• Loan Contracts 

Cltr 
OUtatandlDC sled Stata Total 

um!Alll. :. Conti nu.ed 
$600,000 

- Iolcomo 
ll~>rlon 

50(),000 

IIUIIC1e 
900,000 

Rlclmlond soo;ooo 

Vloconneo 27~,000 $5, 570,000 

KEllrUCI(Y 
2,7oo;ooo CovlD&ton 

Fraoldort 450 ,000 

LexiD&ton 1;350,000 

Louicvllle - April Groupi.OOO.OOO $4,261,000 12,761,000 

LOUISIJJlA 
lie" Orlon&a - ll.arch 

Gr oup 
10,000.000 8 , 411,000 l8 , 4ll,OOO 

IUJIYLAlal 
J,nnapo lis 400 ,000 
Baltimore- llay Group 6,384,000 16,616,000 23,400.000 

W.SSACHUS:<lrTS 
Booton 9 ,000 ,000 
Lowell 2 ,700 ,000 11 ,700 ,000 

I.IICHIGAN 
Detrou-ilay Group 10,743 ,000 14, 257 ,000 25, 000 ,000 

liONrANA 
Blll1n&a 270,000 

270,000 

liiBRlSK.I. 
O=aha 2,100,000 

2 ,100 ,000 

m.mtm 
nizabeth 2!500;000 
llontcla1r 900 ,000 
liOIYIU'k 12,600, 000 
llorth Bergen 900,000 

16,900 ,000 

!!!! !Q!l! 3 ,643;000 
Buffalo - lolay Group 1 !257 ,000 
llo" York 01\1- April Grou£ 

3o,ooo,ooo 

Schenectady 1 , oo ,ooo 
Syracuae - !larch Group 

3.930,000 

Utica 900, 000 
Yookero 2 , 200 ,000 

43,330.000 

~ CAROLIIIA 
'111D1nct on 630,000 

630 ,000 

(110re) 

Regraded Uclassified



State &1111 
- C1SY 

OHIO 
AJcroD 
Cioci DDOo t1 
Cle•el&Dd- May Gr oup 
Col\lmbua- llay Group 
DG)'tOD 

Toledo 
w..rron 
Youngotom~ - March Group 
zanosville 

pENNSYLVANIA 
Alle&)leDY County 
mento.m- llay Group 
Chootor 
I!Brr ia burg 
llcXoan County 
llcKeeaport 
Pblladolphia 
P1ttaburgll - Yay Group 
R&adll>C 
Scranton 

n ;eoo;ooo 
10 , 500,000 

8,847 ,ooo 
2;612;000 
3;ooo;ooo 

· 1;aoo;ooo 
1!ooo;ooo 

765,000 
1,350,000 

1!800,.000 

1,250; 000 
1 , 500,000 

40() ,000 
900, 000 

22 ,000 ,000 
6,754,000 
1,500,000 
1 ,000 ,000 

~ CAROI.INA 
Cbcrloot on - Ma rch Group 
Columbie> 

2 .000 ;ooc 
1 , 500,000 

8oo,ooo Spo.rto.nburg 

TEliNESSD 
Johneon Cit :f 
Knoxville 
Llempbis 

~ 
Aw>Un - March Group 
llro=arllle 
Co:rpuaChriat1 
Dnlle>a 
lll Pnao 
Fort Worth 
l!ouaton 
So.n Antonio 
Tomplo 
'lt'e>eo 

DST VIRGINIA 
CiiarleiiiOil 

llw>t1 ngton 
llorgantown 
lhGeling 

25976 I! 

ror.u.s 

300 ,000 
1 , 800,000 
5 , 000 ,000 

500, 000 
750 ,000 

3 ,000. 000 
·goo,()()() 

2;ooo;ooo 
2,250; 000 
3,soo;ooo 

1eo;ooo 
900,000 

2!soo;ooo 
2 , 250 ,000 

' 270, 000 
1,350,000 

$246. 804.000 

2 , 835,000 

1,446,000 

6,746 ,000 

1 ,017 ,000 

643,000 

$111,070,000 

97 
State '1'ott1 

$45 ,550,000 

45, 296,000 

5 , 317, 000 

7 ,100,000 

14,723 ,000 

i , 370.QOO 

$357,874,000 

(JIM) 

' 
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LOAN CONTRACTS WI1H LOCAL HOUSING AOTHORITIES 

A!OUNT OF CONTRACT APPROYED BY PRESIDENT 

A u.s tin, Texas • • • • • • •• ••• ••• • • •••• $ 643, 000 .. ............ March 17, 1938 

Charleston, South Carolina • • ••••• 1,017,000 ... ...... ..... n n " 

New Orleans, Louisiana • ••• •••• •• • 8, 4ll,OOO .............. " " n 

Syracuse, New York •. .. •.••• . . . •• • 3,930,000 .............. " n n 

Youngstown, Ohio • •..•• . ••• . • . ...• 2, 835, 000 ....... ... .... n " n 

Augusta, Georgi.a . . •••.•. • · . ..••.. • 1,369,000 ............ .. April 19, 1938 

J acksonville, Florida •• •.. ••. .•.• 1,027, 000 .............. " n " 

Louisville, Kentucky' • ••• • •••••••• 4 , 261,000 .............. " " " 

New York City, New York .....•..•• 30, 000, 000 .. ..... .. ..... " " • 

Allentown, Pa • •••••• •• ••• • • • ••••• 1, 446, 000 ........ ..... . June 2, 1938 

Baltimore, Y.anland . •.• . ..•...... 16,616,000 . . . . . . . . . . . . . . " n • 

Birmingham, Alabama • •.••• • .•••• • • 3, 828, 000 .............. • " n 

Buffalo, New York • • ••••••••••.••• 3, 643 , 000 ....... ....... " n n 

Cleveland, Ohio . ...•....... . ....• 9, 153 , 000 .............. • • n 

Columbus, Ohio . • . ...... . ........ .. 1 , 888,000 .............. " n " 

Detroit, Mic hi gan . ............... . 11. , 257, 000 ............... • " " 
P1tt sburgb,Pa .••..••••....•.•.••. 6, 746, 000 .. .. .. .... .... n n n 

Regraded Uclassified
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s tATUS or PAXQITS BY mBA umBB x.oav coi'I'RAQTS 

Date Authorized 
to !tkt Pauent · AIIQ!Ult Authori&!d 

Date ot ActWll 
PaYMDt 

lew Orleans, La. 

SJr&CUe 1 J. Y • 

YoQDCatown, Ohio 

• • • • • • • • • •• 

•••• • •• •• ••• 

•••••••• •••• 

Cbarltatoo, s . c . .......... . 
.luatin, Texas •••••••••..• 

APRJL CQITJ!ACTS 

J acltaonrtlle, na. ••••••••• 

Auauata , t.orcia 

Lou1..,.1lle 1 !:y. 

Jew York C1ti 

JAX CONTRACTS 

Birm1n(!ham1 Ala . 

Baltimore, Kd. 

Detroit, ltlch. 

•••• ••••••• 

••••• ••••• •• 

•••••••••••• 

. ........ . 
............ 
. .......... . 

.4-20-.38 

4-19-.38 

t l9-.38 
8-.38 

5-12- .38 

t 29-.38 
9-.38 

6-1.4-.38 

5-17-.38 

5-.3-.38 
5-24-.38 

6-1.3-.38 

6-15-.38 

. ..... 

. ..... 
• ••••• ...... 
...... 
...... 
•• ••• • 

• •• ••• 

• ••••• 

. .. ... 
•••••• 

• ••••• 

. ..... 

. ..... 

• 279,000 

11.4,000 

5.3 ,000 
.37,000 

14,000 

19,000 
22,500 

2.3,500 

1.3,500 

127,000 
600,000 

.375,000 

400, 000 

• ••••••• 

. ...... . 
• ••••••• 
• •• • •• •• 

. ...... . 
• ••••• •• . ...... . 

• • • •••• • 

• ••••• •• 

• ••••••• 
• ••••••• 

. ...... . 

. ...... . 

. ...... . 

. ...... . 

4-22-.38 

4-20-.38 

t 2Q-.38 
10...38 

5-20- .38 

5-2-.38 

5-2.3-.38 

5-6-.38 
5-26-.38 

6-16-.38 
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I 
Bvtfalo, •· Y. 

Cle't'elaDd, Ohio 

ColUIIbua, Ohio 

Allentown, Pa. 

P1t t aburC)l, Pa. 

• 
./ . 

STATUS Of PAYMJITS BY U§RA JJIQBR LOAI COITRACTS 

(Continued) 

Date Authorized 
to Y.k• PfD1pt 

............ . ..... . 
•••••••••••• • • •• •• • 

••••••••••• • • •••••• 

• •• •• •• • •••• • •• • ••• 

• •• ••••• •••• . ..... . 

tpgppt Authorized 
Date of Actual 

PaJMilt 

$ 6o,4SO • ••••• 6-2J- J8 

• • • ••• 

. ..... 
• •• ••• 

. ..... 

ACTUAL pemns UIDBR COJ!TMCT8 

Total Aaount of PaYJients Author ized to Date •• • •• 
Total Aaount Actually Paid to Date •••• • • ••••••• 

$2,1J7,9SO 
1,691, 9SO 

. PI!OJJCTS COVERED BX LOA}l CO!rlTRACTS APPROVED BX PRE§IDENI 

Total Amount of Approved Loan Contracts 
Total Estimated Project Cost Covered by 

These Contracts 

.... . .... $111, 070, 000 
••• •• ••• 123,410,049 
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I June 2J, 19J8 . 

LO~ CONTBACTS A~PROVED BY PRESIDENT MARCH 17 . 1938. 

AQStD!. T!ruS 

OSHA payment on Advance Loan - $19, 000 - April 29, 1938 
ij• 5o~ - June 9, 1938 

' ,50 
Architects ' contracts about to be executed. 

AllOUNT OF COrrtRACX 

$ 643, 000 

101 

Land acquisition progressing satisfactorily, and early closing expected on sites for 
Negro and Mexican Pro j ects . Demolition will be begun immediately upon such land acquisition. 

Final plans in preparation, and bids are expected to be taken about August 1st. 

CWLES1.'0N. SOUTH CAROLINA $ 1, 017,000 

USBA paymen~ an Advance Loan - $14,000 - May 12, 1938 

A requisition is pending for an additional advance loan in the amount of $106, 000 for 
acquisition of lands . Architects are proceeding w1 th the work an preliminary plans . 

Land for the site of the Project is under contract . However, part of the land i s in 
litigation and it may be s 0111e time before this litigaticn is cleared . We are advised that 
the Housing Authority expects to take a short cut by bringing condemnation proceedings to 
acquire this land which is in litigation. 

A test suit has been instituted and has already been heard by the Supr eme Court and 
we expect a favorable decision y.1.th1n a few days . This test suit involves the constitution­
ality of the South Carolina Housing Authorities Law. 

Project Adviser describes Charleston as moving slowly, but we are prodding them. 

Regraded Uclassified
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LOAN CONTRACTS APPROYED BY PRE§IDENT KARCH 17. 1938 (Continued) 

liP Q1!L1WiS, LOUISIANA 

Advance Loan Payment l.lade By USHA - $279,000 - April 21, 1938 

Test suit pending before Louisiana Supreme Court to establish 
constitutiona.llty of state housing legislation. Expect f avorable 
decision within next ten days , 

Appraisals r'eviewed but no land acquired yet, 

Architects ' preliminary drawings received and advisers from 
Technical and Project Planning now in New Orleans to assist in unit 
plan revision. 

SYRACUSE. NEW YORK 

Advance Loan Payment Kade By USBA - $114, 000 - April 16 , 1938 · 

Local authority expects to acquire site by blanket condemnation 
and to take up options for approximately 50 percent of the land which 
is now under option, Title search and examination expected to be 
completed by the end of this week and surveys to be completed by the 
middle of next week . Local authority expects to obtain t itle to at 
least one block of the site (less isolated parcels which may be found 
to be titled in non-residents) by July 15 . A requisition for $1, 250, 000 
will be filed Ytithin the next few days , all for land purchase purposes . 

Preliminary drawings r eviewed and suggestions made for revisions . 
Architects proceedi ng now with working drawings . 

AMOUNT OF CONTRACT 

$8, 411,000 

$3,930,000 

Regraded Uclassified
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·LOAN COKffiACTS APPROVED BY PRE§!DENT MARCH 17. 1938 (Continued) 

103 

XOUJGSAO!N I OHIO 

Advance Loan Payments Kade By OSHA - $53,000 - April lSi 1938 
37.QQQ - .Tune 8, 938 

$90, 000 

Almost al1 land under option. Some 1and has been acquired, 
Proceedings authorizing advance loan notes for acquisition of 
remaining land have been adopted by Authority . 

Formal and final submittal of preliminary drawings w1l1 be 
received here in approximately two weeks, when instructions will 
be issued to proceed with worki.ng drawinga. 

Proposed fora of demo1ition contract under examination and 
de.olition can begin when 1and is acquired, which ·dll be in about 
two or three weeks . 

AMOUJ!T OF CON'fRACT 

$2,835 ,000 

Regraded Uclassified
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LOAN CONTRACTS APPROVED BY PRESIDENT APRIL 19 , 1938 

~ 

AUGUSTA. GEORGIA 

AKOUNT 01" CONTRJ.CT 

$1,369,000 

Advance loan - $13, 500 Kay 171 1938 

Local Authority will file within a few days a requisition 
for additional advance loan ~unds. 

A t est suit i s being i nstituted to establish the con­
stitutionali ty of the Housing Authorit ies Law of Georgia. 
Actual filing of the suit has been delayed pending negotiations 
with local attorneys, but suit will be filed in a few days. 

Architects• contracts: Loeal Authority has negotiated Cor 
architects • contracts and we expect preliminary drawings and 
specifications for the project to be submitted shortly. 

The project site is under option and demolition presents 
no problem as site principally vacant. 

JACK§ONV!LLE. FLORIDA 

Advance of Loan Funds by USHA - $23,500 June 141 1938 

A test suit has been instituted to test the constitutionality 
of the Florida Housing Authorities Law. The suit has been heard by 
the lower Court and is now pending on appeal in the Supreme Court . 
The Supreme Court has set July 5 for the date or hearing of arguments. 
¥embers of the Court have indicated an early decision will be rendered. 

The architects for t he Authority were in Washington recently 
for a conference and have returned to Flori da for further work on 
the prel~nary plans . 

renewed options f or the pur chase of 

1, 027,000 

Regraded Uclassified



ffil!!!· COJfTRACTS APPJ!OVID BY PRESIDERT APRIL 19. 1938 (Continued) 

AIO!J!!'f OP' COJ!1BAC't 

$4,261,000 

Advance of Loan Funds by USRA - $127,000 Kay 4, 1938 
600 ,000 May 24, 19J8 

1727,000 

Most or site is under option and title to the 392 parcels 
is balnc acquired as quickly as title examinations are completed. 
Cond..nation will have to be resorted to for part or the site . 

Plans and specifications being prepared by architects. 

~lition or existing buildings will start as soon as 
sufficient aaount or the site is acquired. 

Local authority 1s expediting all phases or the project 
to the fullest extent possible, 

.· 
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LOAI COJITRACTS S~G!IED APRU. 19, 19)8 (COIITIKUED) 

1P YOM Cltx. 1fE!! YORJ: 

Red Hook frolect 

Advance loan - $280, 000 June 1), 1938 

Land acquisition complete . 

{Est.cost) 

Architects ' preliminary drawings approved and working drawings 
are aeheduled for completion about July 15, 1938 . 

Deaolition scheduled for completion around July lOth or 15th. 

On July 1, New York City Authority expects to receive bids for 
foundations and excavations. 

106 

AllQU!!'! OP' CO!TRAC% 

$16,592,800 

Oultntbridge Project (Est.cost) 16, 740,200 

Advance loan - $95, 000 June 13, 1938 

Title to prope.rty rests with city. 

Demolition has not begun but presents no problem since site 
il between 85% and 9P% vacant. 

Preliminary drawings have been approved and working drawings 
aeheduled for completi on July 15, 19)8. 

Total for New York City S3o,ooo, ooo (Amt . : 
of con­
tract) 

Regraded Uclassified



LOAN CONTRACTS APPROVED BY PRESIDENT JUNE 2 , 1938 

£!:!! 
ALLENTOWN, PENNSYLVANIA 

Legal quae tiona have arisen in Pennsylvania due to the fact 
tha t housing project s are subject to a school tax . Tes t suit now 
pending bet'or e the Supreme Court to determine valid! ty of this tax, 
aa well aa to es tablish cooatitutional1ty of state hous~ legis­
lation. Meanwhile we have been proceeding with contracts on the 
theory that the school tax will be upheld and we are making arrange­
menta tor local contributions in an amount sut'f1c1ent to offset the 
e t't'ect ot' t he school tax . 

Prel1m1nary drawings due July 15 . 

B.U.TIKORB, IURYLAND Advance Loan - $400, 000 - June 15, 19~8 

Advance of fUnds awaits ~ction by City Council of Baltimore 
City with respect to s t a tutory requirements . Actlon anticipated 
June 27 . 

Plans and specifications being prepared by architects . 

Title examination and acquisition or site (over 4ooo separate 
parcels) will start as soon as funds are advanced. 

Local authority expediting all phases of project. 

Al!OUNT OF CONTRACT 

$ 1 , 446, 000 

• 16, 616, 000 
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LOAN CONTRACTS APPROVED BY PRESIDENT JUNE 2, 1938 (Continued) 

CITY 

BIRJIINGHJJI, ALABAilA 

Difficulties had arisen in negotiat i ons between the City of 
B1rm1ngham and the Local Author! ty with respect to paJment in 
lieu of taxes and equivalent elimination. '.l'he lolayor of the City 
had refused to cooperate unless the Authori ty agrees to pay the 
City the smne amount of taxes as would be paid if the Project were 
privately owned. However, the Chairman of the Loaal Author! ty now 
reels that the negotiations are proceeding more saUsfactor1ly and 
an adjuatment of these differences is anticipated very soon . 

BUFFALO, NEW YORK 

Advance of Loan Funds by OSHA - $60,450 - June 14, 1938 

Bu1ld1ngs demolished on land which city is donating to project 
and private property 1a now be1ng appraised. 

Preliminary drawings have been approved subject to certain 
reY1aiona agreed upon by Buffalo architects here . Architects 
haYs been authorized to proceed with working drawinga . 

Under the Loan Contract no funds may be advanced for land 
purchase until comruitments have boen obtained from the-city-with 
respect to the closing or certain streets in the Project ond the 
donation of the bed of the streets to the City . Negotiations on 
these ma t ters are proceeding favorably . 

AMOUNT OF CONTRACl' 

$ 3 , 828, 000 

Regraded Uclassified



l O<J 
~ OOftJWl!l APPJIOYe !! PBUiliD! JUII 2 I llJ§ ( OonUao4) 

GLI!a.A!J), ~ 

Looal uthorU:r now wol'kiq on r.qu181Uon tor a4ftJIOO ot 
lou. ,_... ~ UIIB.t., auoh hD4a to -. uao4 tor appraiaala, t•Jctq 
optl ... , aosot1at1Ag with arohitoota, oto. BolieYo that appralaal 
will atan withill non week or ten 4&1•· Looal Author1t:r goaro4 
to p, alllOo 1h won ia wall orpn1Jo4. 

OOLU!II!JI, ~ 

Looal authorit:r negotiating with arohitoote an4 lan4 
..,raiaora an4 1a working on preparation of requie1t1on tor 
......... ot loaa tun4a b;r UIIIA. 

DftROH I IIOJaUI 

Lopl obataolo ra tax •-pUon. lo tun4a oan bo a4Yanoo4 
uUl Ul.ia q11oaUon ia aottlo4. 

Appl'&1aala haYo ooao in but are qu.oat1ono4 b;r Laa4 bYiow 
D1Y1~oa aa th&;r are lower than tho eetiaatoa of aoqu1ait1on 
ooate u4 ~ 4ola;r proJoot • 

.t.Nhl.toota llaYo boon aolooto4 but proliaiJI&r;r araw1111• 
f 110t atarto4 booaueo of lopl quoaUone to -. aetUo4. 

.AilOIJft !!! oo~HAar 

• 91153,000 

1,888,000 

1~.257,000 

Regraded Uclassified
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LOAN CONTRAC'l'S APPROVED BY PRESIDENT JUNE 2, 1938 (Continued) 

CITY 

PITTSBURGH, PENNSYLVANIA 

Legal questions have e.risen in Pennsylvania due to the 
tac t ~et housing projects are subject to a school tax. Test 
suit now pending before the Supreme Court to determine validity 
ot thie tax, as well as t o est ablish constitutionality of state 
housing legislati on. Meanwhile, we have been pr oceeding wi th 
contracts on the t heory that the school tax will be upheld and 
we are making arrangements tor local contributions in an amount 
sufficient to offset the effect of the school tax. 

Project Ad~er now in Pittsburgh. Land acquis i tion man 
en route to Pittsburgh. 

AMOUNT OF CON'1'RACT 

$ 6, ?46, 000 
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H. I.l . Jr: 

8: 

H. u. Jr: 

B: 

H. t:' J r: 

8: 

'!. !.: .Jr: 

B: 

!!. " J..-• -· 
H. :J Jr: 

3 : 

:1 . t! . Jr: 

B: 

H. !.! . Jr: 

8 : 

H. !4. Jr: 

B: 

H. :J . Jr: 

~ : 

June 23, lg3B. 
2: 51 p .·'14. 

Hello. 

Yes sir. 

Randolph? 

Yes. 

How did that issue or Jesse J ones ' go? 

Well, I ducked out or t he meeting, 
I haven't any more recent report. 
1r I can get it and call you back, 

Ir you pl ea se. 

Right. 

Thanlte. 

Hello . 

Yes. 

Henry, and 
Let me s ee 
DI\Y I? 

111 

I see they've sold a r ew or our Government s today. 

Yes. I ' m glad t o see one week ahead 

What? 

I think it's - it's a react i on to a strong stock 
market. 

~ell, that ' & natural ion't it? 

Very natural, yes. 

You can't expect the oarltet toquote some stocks 
tha t •83 and not have Governments go orr. 

That's qui te right, yes. 

Regraded Uclassified



!!. !A. Jr: 

1 : 

!!. t:. Jr: 

B: 

K. u. Jr: 

- 8-

What? 

It wae an orderlJ urltet eo eYel7t.hlll8 , .. 
all right. 

Yee. 

I 111 call you back ehortlJ. 

Yee . 

111 

Regraded Uclassified



Opera~or : 

H. :J. Jr: 

B: 

H. :t. Jr: 

8 : 

H. t:. Jr: 

e: 
H. .. Jr: -· 
3 : 

H. .. Jr: . .. 
9 : 

H. I.: . Jr: 

9 : 

'! . ... Jr: 

3 : 

H. :..L Jr: 

B: 

~ 
.. ... Jr: 

B: 

H. !.: . Jr: 

B: 

H. :.: .Jr: 

B: 

Go ahead. 

Hello. 

Hell o , Henry. 

Yes, Randolph . 

June 23, 1938. 
2: 5& P. lJ. 

The la~es~ repor~e trom ~ha~ are better. 

Go:)d. 

The Coast a pparently ie taking aoce. 

G:lod . 

There'e no quo~ation yet available. 

Oh, that ' s nothing. 

So while it'e moving slowly- they're rather 
hopeful about it . 

113 

Will t hey announce the closing or the books tonight? 

No . 

No . 

Wel!, I don't think ~ere is eny closing, Henry, 
you eee --

But it T.asn't one ot thos~ •out or the wind~· 
thi ngs, eh? 

No, they've sold t he whol e thing to these t~ 
syndicates . 

I eee • 

Uh huh. 
a:nyway. 

Wel l, let's hope lt'e no pure oil 

7/ell, I think 1t w1ll go. The other sturr has 
been •going out or tbe window• here . 

All r1ght. 

Beautiful market . 

' 
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R. 1.1. Jr: O.IC, 

B: Very good. 

R. ~.Jr: Good bye. 

Regraded Uclassified



I"KDDtRAL --11ANX 
OP NllW YOIII< 

115 

FFICE CORRESPONDENCE DAft ~· .. 1-. 
OUUl<:n , ....... _,...,.. IIIII 

1M& W ""l·A'O. 

I ..U .. lr. ~-- -' U etel .. '"«r· Aa ...... . 

\Ill h'•lb tn.a, loU• ... , .. U.en be4 .... I ftl'elll ..... ... 

1.D , .... •t .... two.• ,.. Ull .... ,_ ......... ..,. ...... .. 

~.uat Sa .. ..,. \laa\ \be....,.. q~~..U• !liP'" ••Uled IMnla. 

Joltoft Ill ft\blr blat\•\ Sa GPNIIiGI bh ft ... • ~~ ant• 

'"""' he 414 .. , ....... •• ... , .. ""' cut.,ul be4 aata .. • 

11n1e enr a atUtoe ,._ .. Sa lel4 •• eub••• lloeclaro Wlt.ll 

rat-•• \1 ,., .. , 1 nat .. ,.._, .... " •• r.ponlll to •• ~· • 
••* eaotber 1114 lb!Ja•' et .,,"daa\117 ta,ooo,ooo. ..... be4 

,.... .... allaa\ 1111 1001 000 Sa ae14 • \be wter or pna•\17 to ltl 

lhlpped " •• te 1t1 •=arlEed ,.. Uaalr .... ,. loltoa na, .. 

\bet altbouab ... uU•• .,,_... "l'llb\11' 11\b 111 dlle \o \hi., .... 

\liN' ot ..... Sa \M ,. .. t• clara, Ule Clallar ... • llba4a ...-•• 

!ben .uu •• a .... feml t .. aet• Sa s.m-.. 

1'!.~ ' ._ J I 
( .,. oWl, 

rt!pu~•'llfl ··~~~ •wr 
0 .... -. .. . .....,, 
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"'lFJFICE CORRESPONDENCE 

aua.acnta.M I *I "!" 1111 

·- •i "'?" 

l ..u .. Oulpel .. 1111.0 ....,. l .. u .... ..... 
1Ubftllt hnlp a 1'm1• W Mea ftiiJ' -- ....... Ute ........ , 

rr•• fl'mea ..... a Ytri'F ftm _..._. 11at.• aU =•••• • 
... -· ~~~~. l .. u ...... , ........ .., ..... -- .... 
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P.ut!IAL PAJII.PHJ•U or TKJ ... &J( UOJ:InD 

I'ROK: Aaerioan ~eey, Parh, J"ranoe 

OAT&: June as, 1938, 5 p.a. 

BO.: 990 

Paris exollange market quiet toclay. J'renoh control 

apparently sold a little lterling at 177.95 this aorning 

and acquired sterling at .93 this atternoou, with a fair 

117 

gain of foreign excllange for the clay. Bank of rrance state­

ment as of June 16 showed no new &4n.noee to the state. 

With fairly iaport&Dt declines i n discounts, circulation 

and deposita, coverage rose from 46.83 to •1.•1. Press 

today carried a n official denial that Treasury 1u arranging 

t he issue of a new loan but rentes continue irre~lar. Parie 

brokers report fairly active dell&lld on the part of J"renoh 

custoaere for Aaerioan shares following pickup on Bew York 

exchange this week. 

At four o ' olook this afhrnoou I vhited Rueff at the 

K1nietry of !l'inanoe. The Geran oomaeroial ahelon ie 

still in P&rh, he eaid, an4 Rueffl.e graup h&4 aet wi th 

them three tillee. An effort is being -de by the Ger-n• 

to t~e ill the Dawee and Young loane with the queetion of 

Auetrian loan ser•1oe. Alaoet no progreee had been a&de, 

Rueff 8&14, an4 the J"renob, before teraiD&Ung any ap-ee­

ment here, were diepoeed to await the outooae of negot1at1one 

in London. 

W1 th repr4 to telep"U Wo • 37? of June 17, ll a.a., 

\ I sought troa Ru.eff aD4 hie aeeiet&Dt <Jan4e, ae I 41d yee­

terci&J 
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urdar t:roa Qonraor rOIU'Il1er of ~· Ballt of J'NDoo (all 

without •onUOiliq tho Depart••''• hlllftll) llloh data 

ae they b&Ye upOil bloolte4 baluooo in Qo:runy Iader ol-.r­

illg arrang•onh IUI4 othenrioo. .Ul of them promoe4 to 

give •e wi thin the uxt f• dayo wbatover intonation •r 

be available t o t h•. 

SULLlft. 
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DEPARTMENT OF STATE 

WASHINGTON 

lly dear llr. Secretary: 

I enclose for your ·oonfidenU.al infor•tion 

a copy of a cable received froa ~ondon regarding 

~be posaibilitiee of loans to the Chinese Gov-

ernaent. 

lnoloeure: 

Sincerely youre, 

Herbert J'e1e, 
Adviser on International 

loonoaic Af faire. 

Io. 551 of June 23 
fr011 London. 

The Honorable 

Henry llorgentbau, J~., 

secretary of t91£!\Wf¥• 
/ ' : 4-J'II"'o 

JUN 241138 
TRWu«<' IUAfni[IIT 

OHfct of Utt Set ffftry ._ ...... _ 
.~· ~· 
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REB 

Secretary oi State , 

Waah1nlton, 

551, JunE 23, 6 p . m, 

aRJ,y 

London 

DatEd JunE 23, 1938 

Rtc 1d 2:04 P• m, 

Embaaay1 a 528 of Junt 17, 6 P• m. 

In t hE coursE or a convn•sation, tht British 

Treasury refErrEd to tht dta~rability or making funds 

available to Ohina and confidentially dEscribEd thE 

poaitio~ htrt aa follows: 

ThE ForEi gn OffiCE was strongly 1n f avor or a 

loan but thE Cab1ntt bad not bEEn ablE to mak.E up ita 

collEctivE mind. Tht Chancellor or tht Exchequer was 

not in favor or taking any action which would offEnd 

tb£ Japan~e£ and ytt would not havE important bEnEfits 

tor China , Si mon, t~ttort, rtcommrndEd tht making 

Eithrr or a substantial loan or none at all. But anJ 

largt SUJI! would haVE to havt a British GOvtrnmtnt 

guarantEE and t hrrr lay thE atumbl11l8 block. 
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Tht Bri t i sh Tr raaury ttlt that not leas than pounds 

10, 000, 000 and prrt rrably pounds 20, 000, 000 would 

oon.titutr 
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2-;1551 , From London, June 23, 6 p . m. 

consti t ute a sum sufficient to faci litate food and 

other p~chasco and strengthen the Chinese exchange 

position. 

The British Treasury did not conceal its chagrin 

at the delay in facing up to thie situation and took 

the line that until the British Cabinet made up ita 

mind it could no t appropriatc~y approach th£ United 

States re 3arai~g joint actio~. 

Aolced aboat the rcactior.. in Japa.n to any such 

project thE British Treasury stated that it would no 

doubt be bard to explain but since the Japanese had 

always maintained that they favored th£ bringing of 

s tability to China ' s exchange , it might bE dcfendrd 

on that score though th£ d.efcnce would certa inly be 

weak end transparent. 

The British Treasury mentioned that Russia had 

accorded China oomc pounds 

barter credits. 

IJ\?C 

DD!J 

e,ooo,ooo of 
I • 

Hd'' ~ (• 'I , 
JOJlNSON 
t'lltr. 1.," •1•1 , lf,• I• J 

o a,llr_,.u ., p ..... , .,.. , 

, 
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"17 dear l.lr. Pru1den'• 

In 'lou.r' r.aeuage to 'he Oongre11 of the UnUM 
States, on April 14, 1939, fOil uld ••• a p&J't of 
better a4111nle,ratlon I hope \hat f.-ftll 'balttinc 
w perne1on oan lHt lHttter oool"dlM'-4.. • 

IOQ aaked • \o bring thte aboUt -~ 
getting an -cro.eoent bJ ~e Compt roller of the 
Curre1101 the Board of Ooftrnore of ' he rede'Nl 
lleee!'ft &11hD and "\8 8oar4 of the Fedel"&l Depoel t 
Inauranoe CorpoNt1on for unlfol.tt'l ln bank naa-
1DAt1one and rrrte1on of t h e resul&t1on gonmJ.ng 
puJ'OhaM of HOuri tlee bf banka. 

1 All pleaaed to be able t o report to :rou t hat 
after two lllOnth e of oonfeM'lnc, we AN able to aen4 
7ou a 111W11110ua ro.port. I am attaohlns hereto the 
toUowlnga 

1. ~e .. nt on olaaa1f1oat1on of 
loan• 1.n barOt e~natlone. 

2. "«J'e~t~ent on ~· &l)Sil'l1 11&1 of 
bonda ln bank exam1natlone. 

J, Ar,ree!Qin\ on the treatment of 
eeour1 tlea protl ta ln bar* eU~t~­
lnatlona. 

4. JIIY11lon of the 11\Yut!lent ••­
aurltlea regulation of t he Conp­
~ller of t he Oui'I'IIIO'I• 
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Tbt ~••nta and the N'l1aed ro.gulatlon _, 
trUh the liPPI'OYal of the Cb&1J'II4U\ of tbe ,._.....etNOtlOil 
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GROUP MEETING .Tune 24, 1938 . 
9130 A. 1(. 

Present: 

B.M,Jr: 

lllr. Oliphant 
111r. Gaston 
lllr.Baaa 
lllr . UP ball 
lllr . 1fb1 te 
lllr. Lochhead 
lllr. Gibbons 
lllr. Bell (brietlT. ) 
lllr . McReynolds 
lllrs. notz. 

• 
1'b1s 1a a letter I aa sending to tbe President 
tb1s JDOrning' 

•l(y' dear lllr. President• 

"In your message to the Congress ot the United 
States, on April 14, 1938, you said •As a part ot 
better administration I hope that federal banking 
supervision can be better coordinated. ' 

"You asked me to bring tb1s about through 
getting an agre-e.nt by the Coaptroller or tbe 
CUrrency, the Board or Governors ot the Federal 
Besene Bystea and tbe Board ot the Federal Deposit 
Insurance Corporation tor un1tormity in bank exaa­
inations a.nd reYilion ot the regulation gOYerning 
purchase or securities by banks. 

"I am pleased to be able to report to you that 
attar two months ot conferring, •• • • 

a.nd perspiring, 

• • ••• • we are able to send :rou a unan1aous report. 
I am attacbi.ng bereto the tollowingJ 

1 . Agreement on elasdtieation ot 
loans in bank examinations. 

2. Agreement on the appraiSal ot 
bonds in bank exaaina Uons. 
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White: 
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White: 

H.ll.Jr: 

llcReynolds: 

Oliphant: 

H.M.Jr: 

Upham: 

H.li.Jr: 

( 
Oliphant: 

• 
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) . Agreement on the treatment of 
securities profits in bank exam­
inations. 

4· Revision of t he investment se­
curities regulation of the Comp­
t r oller of the Currency. 

13'9 

"The agr eements and t he revised regulation meet 
with the approval of the Chairman of the Recon­
struction Finance Corporation and the National 

.Association or Supervisors of State Banks . 

"I feel that this is a constructive step and 
should be most helpful in carrying out your 
recovery program. " 

Love and kisses . 

I think it•s quite an impressive document . 

One minor suggestion. I understood you said 
"after two months or conferring." 

Yes. 

Does that suggest to you it is merely a question 
or arguing among yourselves and coming to agree­
ment? Do you think you might include "after 
conferring and investigation?" The other words 
s ound as though ther e ' s been a scrap and it 
took two months t o iron it out. 

That ' s right. 

He wants you to be honest about it. 

Is it "meets with the approval" or "meet With the 
approval?" I think it ought to be "meet." 

I don•t know where it i s . 

Bottom of the page - last paragraph. 

"lleet.• 

Right. 

\. 
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Gaston: 

B.J.I • .Tr: 

Gas ton: 
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Well, nll, welll 014 "'fWC'-4trmte" Gaaton. 

And tour seco:ode . 

Bow IIIAXJ,Y times wa1 he down? 

140 

I don' t know. I •a• about thirty seconds of it. 

a.u • .rr: It was tunn:Y - Banes went up with a crowd, aDd 
at the tight ran i nto a fellow be knew, turned 
arou:od to talk to b1a - "Bello bow are :rout 
Glad to see :rou" ·- aDd the bell ralll; ba turned 
back arou:od and the tight was OYer. Be didn't 
see a th1Dg. Be turned arou:od a.Dd the tight waa 
OYer, and he neYer saw a thine. 

Bell: One fellow said he stopped to light a cigar aDd· 
it was over. 

McReynolds: One of these fellows ••• • • 

Gaston: I saw enough in about thirty seconds to know it 
coul.dn1 t last very long. 

B.M • .Tr: Where are we startinc? Kr. Oliphant? 

Ol i phant: Hothing. 

B.M. Jr: I've got something tor you. 

Oliphant: I hope it's easy aDd not- hard. 

B.M.Jr: I th1Dk Jlayor LaGuardia is a swell fellow. 
Who's handl1 DC this inspection that Jlayor 
LaGuardia wants? 

llcReynolds: Jl8't'er heard or 1 t . 

B. ll.Jr: Tell Parran t o prepare an answer t or b1a. 
I took it up at Cabinet because he wanted a 
.particul.ar ld:od of inspecti on with regard to 
Puerto Rico, aDd Jlr. IJUll said they are goinc 
to bave more strincent inspections. They 
shoul.d baYe t hem where the people leave and not 
bave them coae up to lew York aDd have to ae:od 
t~ back. See, llac! I'd like to baYe the 
Ka:ror get an aDaWer• 
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H.II . J'r: 

Bell: 

H.I.! .J'r: 

Bell: 

H.M.Jr: 

Bell: 

Oliphant: 

Bell: 

( H.li.Jr: 
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He didn't mention Post Ottice . 

Nothing this 1110rn1nc . 

Swell , 

Kr. Secretary, I ' m supposed to go to the White 
House in a tew minutes. JLay I be excused? 

141 

We have twenty-three million dollars in the banks, 

Twenty-three million dollars? 

Yes . 

(l.fr. Lochhead and Kr. Bell talk low.) 

There's one ota!r question I think you ought to 
discuss 1n the next tew days, and - and that is 
t he question ot delegating the authority to 
disburse to foreign countries to the State 
Department. General Counsel has ruled that in 
delegating this authority to the Ambassadors 
they should give bond under the general disbursing 
officers law, and they are pretty high officers 
in the Goverment. I think maybe that might be 
discussed with the President before that order 
goes forwar d to the Secretary of the State. 

Oh, don't lett s bother the President with a thing 
like that. 

Well, they have never been bolXied before . 

Who said they did? 

Kr . Oliphant, or somebody in his office. 

Oh, lett s talk about it. 

I thought you might want to take - discuss it 
with the President . 

You want to ta.lk to me about it. 

I ' m not questioni.ng the decision; I am question­
ing the bolXiing ot high Gover maent officiaJ.s , 
You might get a recussion trOll it. 

You tallows talk about it. Bave you got an 
appointaent? 
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Bell: 

B.Jt.Jr: 

Bell: 

B.I&.Jr: 

Bell: 

B.I&.Jr: 

Bell: 

B. ll.Jr: 

- '-
Yea. I didn't han one; I was called and told 
to be ther4!._at ten o'clock. Wl1)', I don' t know. 

I ' ve got one at twelve thirty, and I ' m waiting 
tor another one at two. 

I don' t know what this one is about. 

I mean - I 1ve got one at twelve thirty. 

Well, I ' ll go. 

Ten o'clock? 

Yes sir. 

You' ve got lots or time. You don't like us? 
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Bell: Yes, I'm very tond ot you. I'll be back it you 
want me to. It will t ake me a tew minutes to 
get some things together. 

B. IA.Jr: 

Gast on: 

B. loi .Jr: 

Gaston: 

Goodbye. 

Herbert, are you ti.niSbed? 

Casey Rogate sent his regards. I had a long 
talk with him and Tom Phillips and Henry Grimes . 
I also learned s omething tunny about the arrival 
ot Secretar7 Ickes. 

His arrival? 

Yes. He presented a declara tion which didn't 
show aeything but a handtull, and they said to 
him, •Kr. Secretary, you are really entitled to 
otti cial 1.mmUnity, but unfortunately it hasn't 
been arranged - t hey haven't sent the letter up, 
so we'll have to make the regular eXBJIIinationt 
unless you were on otticial business.• He sald, 
•oh no, I just went over there to get married. " 
They started to make the inspection and he said, 
"Well, wait a minute - give me back that,• and 
be gave them another declaration which showed 
$38.50 duty. 

Klotz: Oh, that ' s a cute one. 

KcReynolda: Did they give h1a the card that I told thee to 
give h1a when he got on - hia excuse at being 
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held up at cuat011111? I onl7 gan h1a a card or 
•old and intirll. • 

Kac wanted me to write a letter. 

As a matter ot tact, he isn't entitled to aQT 

illlmuni ty. 

It he had been on otticial business and bad a 
letter to that ettect, Barry told ae he would 
have been entitled to passage without inspection. 

Yes, but he would have had to pay duty. 

But they would have taken his word tor what he 
had. 

He's entitled to tree entry. 

(Speaks aside to Krs. Xlotz.) 

They have a rather unusual situation about the 
examination or the baggage or r efugees from 
Austria . Saunders told me about his experience. 
It seems as though people coming in with very 
large percentages - loaded down with cameras and 
other things; weren't allowed to take money out . 
What they are doing now is giving these people 
a private e.xamination, going through their 
baggage and not assessing penalties but requir­
ing them to pay duties on everything they have 
not declared. Sawiders told me he was very much 
surprised that they took him - went with him to 
his hotel roo., two Customs inspectors and two 
Customs ageney men, and just took his luggage 
completely apart and examined everything he bad . 
He wondered wb;y it was, but that's the reason -
because he had just come out or Austria. 

You think that's !air? 

I think they are handling it very taiTly. 

They are trying to !ace the situation. Tbe 
theory ot the law is, 1t they've got household 
ettects they've got to own them tor a year. 
Ot course, that's a very bard thing to prove. 
The people who have two thouaand dollars can't 
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bring it out ot Austria or Geraany; ther ' Ye got 
to convert i t into cooda. 

No penalties assessed - Just duties. 

Yes - it's nothing to get excited about - Just 
a small du.ty. 

Anything else? 

Nothing else, 

(Nods to Kr. Haas , ) 

Just a couple things . I talked to Jesse 'l'app· 
about that Cornell tormula and yesterday they 
sent out bids - asked tor cracked wheat, or 
whatever the wheat c0111ponent ot cereal is, and 
they are mixi.ng it in accordance with that formula . 
He said that they at one time, in ' 35, used the 
G, L. F. to mix, and they are using work relief 
proJect workers to do the mixi.ng in the various 
states . 

I don't have to do anything more about it? 

We'll watchJJn that sheet each week. 

The last chart i.n that book, 1! you will look 
at it, is a year old. The one on American 
exports and imports. 

Baas: (Looks at book. ) Yeah. 

B.II.Jr: 

!!&as: 

H,L!,Jr: 

Baas: 

H.Y..Jr: 

White: 

Baas: 

Couldn' t that be brought up to date? 

Yes sir . 

Huh? 

Yes sir, that can be brought up to date. I 111 
see !farry about that. That ' s your (Jir, White's) 
World Trade Chart. 

See, I look at those things . 

And you just noticed it was a year bebi.mt 

We ' ll both share that. 

Regraded Uclassified



( 

Gibbons: 

H.)(.Jr: 

Gibbons: 

H. loi .Jr: 

Ophalll: 

H.M.Jr: 

White: 

H.U.Jr : 

Gi bbons: 

H.K.Jr: 

( 
Upham: 

H.)(.Jr: 

White : 

H.K.Jr : 

Gibbons: 

H.l!.Jr: 

Lochhead: 

H.li.Jr : 

llcReynolds : 

H.ll.Jr: 

- 8 -

They probably just worked t or t he Department or 
Commerce . 

Very good - very good. 

The~ statistics ar e about a year old. 

(Nods to Kr. Upball. ) 

(Nods "Nothing.") 

(Nods to Kr. White.) 

Nothing. 

(Nods to Mr. Gibbons . ) 

(Bods "Nothing. ") 

I'm not asking for Mr. Eccles ' letter, or 
anything, but I haven' t got a letter !rom Mr . 
Eccles? 

(Nods "No.") 

O. K. (Nods to Mr . White . ) 

(Nods "Nothing.") 

(Nods to Mr. Gibbons.) 

(Nods "Nothing.") 

(Nods to Mr . Lochhead. ) 

Nothing. 

Kac'l 
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This question has been up with Interior - between 
Interio» and Public Health. 

You handle it. 

All right, gentlemen. 
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¥cReynol ds : Dr . Parran called me up yesterday evening and 
t ol d me he bad heard , through Wolman that 

DannY was goi ng to recommend disapproval or the 
str eam pollution and he was quite exci t ed. 

R. LI .J'r: 

llcReynolds: 

R. I.I .J'r: 

llcReynol ds : 

I ·don 1 t see wby. 

I tol d him to go see Danny, it he wanted t o. 
He called back while I was out or the office 
and tol• my secretar y he had taken t his up 
with Senator Barkley and Barkley was goi ng t o 
see t he Pr esident . 

V.'hich way? 

He was 1n tavor of the bill. He was goi ng to 
build i t up. I thought I'd suggest to Doc (Parran) 
that he should confi ne his inctuir ies to the 
Treasury and the Budget. 

Regraded Uclassified



luo ••• ltal 

Mt dear Mr. Pr etldonta 

In JOIU' ••••a«• h 'he Oongrell of 'ht UnUe& 
Ita'••• Oil .. I'll u, 1D38, '" aal4 •.t.o a part of 
btUtr eAatnlt,J"'IUoa l bepo tha' fe4eN1 'MIIUIIC 
ll\lptrrttlon oaa '1M 'IMUtr aoor«U~a-... 1 

Y01l ukt4 • \o bl'lng 'hl• a""' Ull'o118b 
genlnc an agreoMII\ llf \ h t OoiiiJI'"'llor of the 
Ounenor 1 the lloar4 of OoYti"'IIN of 'h• r.aeftl. 
1\oatl"'t •r•"• u4 the Bo&K of 'be reaeNl Depoel t 
Iaauruoe Oorpol'&tlOII for uUor•UJ la 'llallk tDII­
lna,lont aa4 r.Yitlon of ' h e roSU1a'loa SO'IIrniiiC 
purohaao of ttouritlot bf bankl· 

I aa pleated to be a ble to report to rou 'h-' 
afhr ,,,. 110n\ht of oonftrrlng , we are able \o aon4 
rou a IUI&IIl110ut repon. I •• aUaohlns hereto 'hi 
followliiCI 

1. Acrtoaen\ on olattlfloa\loa of 
loaat lll llan1t tualDatlOIIIo 

2 . ~-at Oil the o,pp...ttal of 
boaU la llan1t OllaalllatlOM· 

:5 . AgrooMnt oa \be 'rtat .. a\ of 
oeeul'ltloo pi'OfUt la 'llaJik •­
lna\loaa. 

•· .. neloa of tho iaYoot.at ••-
0111'1 Uoo J'Oglllatloll of 'h• Coap­
\I'Ollor of 'he 0u1'1'0IIOJ• 

!he agretMilh aad \be rt'llto4 replatloa ••' 
wl \b '" oppi'O'Ial of 'be Chall'- of 'he ...... ,,...uoa 
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J1111e 84, 11138. 
101150 A.ll . 

11. :!, Jr: Hello . 

Secr etar.r Swan eon • e eeoretar,y 11 out and he ea,Je 
there h no one in there r18)lt now. !he aentle­
man 1n the ott1ce eatd he'd talk to :rou 1t he 
could help :rou. 

1! . !.! . Jr: All rl.S)lt. 

Go shead. 

1! . ll . Jr: Hello . 

Y: Yes, Ur. Secretary. 

H. U.Jr: ~o I.e th1e, pleaee1 

Y: This is Ur. Yager. 

H. U.Jr: Well, Ur. Yager, who's going to epme over thie 
afternoon to cabinet tor the Navy Department, 
do you know1 

Y: Mr. Ed1aon, I understand. Thet was the word 
th1s morning. 

H. Ll . Jr: Well, will :rou get this word to himT 

Y: Yes e1r. 

H. M.Jr: When he epmee over I wieh that he would tell 
me verbally 1! the Navy Department has made 
f!lllY recent teste on the Sykoralcy s-.., plane. 

Y: 

H. u. 

Y: 

H. !.! . 

Y: 

Jr: 

Jr: 

S-4~1 

Yes. Because we've got their b1dd1ng on that 
plane tor Coast Guard, :rou eeeT 

Yea e1r. 

I •• told that :rou people last cou;>le weelta 
have made eome ver.r extensive teete on that 
plane . 

Uh huh. 
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H • . , Jr: 

Y: 

'·L '' Jr: 

Y: 
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And I'd like to know it Ur. Edieon would tell 
me ~en he comes to Cabinet whether he teele 
that he could r ecommend the Coas t Guard b~ 
that plane or not. 

Uh huh. 

Ot course, we need it t or rough water and all 
th~ t sort ot t hing, you know. 

Uh huh. That's the Syltorelcy 5-437 

;z , .. Jr: Yee. I'd rather him to tell me verbally . I 

Y: 

H. !.! . 

Y: 

H . .. .... 
Y: 

:i . .. 
Y: 

l! . .. 

Jr: 

Jr: 

Jr: 

Jr: 

don' t ~ant 1t in formal report. 

~lo . I see. 

Will you get that word to himT 

Whether the Navy has made any tests on 1t. 

Yes. 

Yes air. 

What they know . 

Yee e1r. 

Thank you. 
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r.. :: .Jr: 

J: 

H. .. Jr: 

J : 

r. . :1. Jr: 

J : 

H . ... J r : 

J : 

H. :J. Jr: 

J: 

~ . 
.. Jr: 

J : 

!1 . t: . Jr: 

J : 

H. ;.! , Jr: 

J : 

"'· t.: . Jr: 

J : 

H. l.l . Jr: 

J : 

Go ahead. 

Hello. 

Hello . 

!lell o, J esee. 

Hello Henry, how are you? 

I' m fine. 

June 24, 19~. 
11:04 A.U. 
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Are you going to 
be down there, or are you coming up th1e w~f 
I'm in New York. 

Well, I ' m going to come up thie afternoon . I'm" 
go1ng to fly up to t.he farm. 

Yes . When are you going to be bR.Clt in Walilington? 

Tuesday morning. 

TueGday morning. Well, all right I J ust w11nted to 
I want to s ee you • 

Yes . 

But t~at'e pl enty o~ tLme. 

I was surprised, J esse, t.ha t. they offered those 
wa t er bonde eo quickly. 

They were itching. 
They ' ve been working on them, you see , a long time. 

Yes. Yea. There wa s a little confusion about 
them y esterdaY, as you knOw most likely . 

Ih , I didn't , what do you mean? 

~ell, u~ to last night •here was no quotation on 
them in the market. 

Yee. 

I don't know whether they're quot ing them today. 

Well, the bankers are pretty well satisfied. 
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K. !J. Jr: Are t hey? 

J : Yes. They - and I didn ' t wan t them to go up-
I didn ' t want them ~o Henry. 

'!. :1. Jr: Yes. 

J : secause I didn't think it wae beat tor us. 

H. ·· Jr: Yea. Well, it seems to me thAt they d idn 1 t 
give the ueual advance publicity so the people 
knew 

S: 

1!. a. Jr: 

J: 

H. Jr: 

They 1 ve been work i ng c.;, 1t, Henry, 

Yes . ·-e-

* Ghe bttn-<ere tor months end months and months. 

Yes. 

J: And they're both comparatively aatist1ed. 

H. t:. Jr: Yee . 

J : T))ey 'J>e happy about it. 

H ·· Jr: Well, maybe they are today, but I talked to 
Burgess yesterday and I got l..be impressi on 
tha t --

J : Dr . Burgess? 

H. !~ Jr: Yes . There was considerable - -

J: We l l, we got our money and they - and they're 
both happy about it . 
about an hour ago and tol d me bow well they had 
gone - how well the market had gone . 

H. :J. Jr: Yes. 

J : And they were all very pleaaed. 
c ame by the hotel thla morning and came 1n end 
told me about it. 

H. U. Jr: Uh huh. 

J: And ao t t ' s wor ked out a l l right. 

I! . ~. Jr: Good. I'm gl ad t o beer 1t. 

152 

Regraded Uclassified



J: 

!l . t,; , Jr: 

J: 

~. 
. Jr: .. 

J: 

H. t! . Jr: 

J: 

:: . ., Jr: 

J : 

?. . !!. Jr: 
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Yes. 

What - anything new on the railraod? 

No. That's one thing I want to talk to you about. 

Yes. 

I mean, I don ' t want to get t oo tar on w1 th them, 
I want to have some sort. ot a plan set. 

Yes . Well, I was surprised to see by the ?ftper that 
Ickee i s sort of getting 1nto that thing too. 

Yes. 

I didn't. know he had any authority. 

Well, I don 't beli eve he has. 

~ell , here he is 'back t or one day and he begins 
t~lk1ng about etuff thPt - why doesn 't he say well 
'I don't know' ? 

J: Yes. 

H. I~. J r : What? 

J: Mell. -

H. ·• Jr: Can' t you contro l h1JD better then tha t ? 

J : 

H. u. 

J : 

H. :1 . 

J : 

J r : 

J r : 

Wel l , I 'll have to soeak to the r edhead. 
Well , then I'll look- forward to eee1ng you 
Tuesday then.' 

Oh, you're going'to stay up there and help put 
that ctock market up, eh? 

No . I ' m goins to come down there, I think. 
Too hard to 

We ll, those two. minutes o f the tight muet have 
been thrilling. 

Yes, it was , but then 
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H. :r. Jr: 

J: 

!! . :!. Jr: 

J: 

~ - :.l. Jr: 

J: 

F.. 
.. Jr: 

J : 

... ::. J.r: 

J : 

?. . !.! . J r : 

J : 

!!. t.: . Jr: 

J : 

!!. ,. Jr: 

J : 

H. :.t . Jr: 

J : 

H. !.! . Jr: 

J: 

I see . 

Everything ie etraigbtened out with t he boye 
I notice. 
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Yea. And - Eccles baa got towrite h i e own 
interpretation of what the President should or -­
should say. 

Uh huh. 
........ 

I liaven't seen 1t yet. 

I se e. 

What I'm going to reco mmend t o the press - aee 
1t t h1e ecunde good to you --

Yes. 

Just l et t hese agencie s give it out. 

What? 

Let the agencies give it out. 

Yes. 

And no big statement at all . 

No . You mean let Diggs - yee - that's right. 

Let Diggs give out hie - Jus t l et the thlnga b~ 
given out. 

As a catter of course. 

Yea. 

Uetter of r outine business. 

Why big thousand-word statemAnts and all that 
stuff. - · and I don't - -

H. !.!. J r : I thi nk i t's bad all it deserves. 
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Well, the othera - the Board membere all feel 
that Ecclee ought t o be willing to let the 
President make up hie own mind but he doean't 
think eo, But I've got thie thlng and it'e 
all right and I th1nlt - aren 't the people that 
you talked to - aren 't ~hey ploaeed7 That we 
got together? 

Very much. Tic~led to death. And there' e a 
good deal better feeling up there, naturally, 
because ot the stock market , 

H. L!. Jr: Naturally. 

J : I t alked t o th1e morning 
and George Webster and Aldrich, they all 
well -- you know hoe a taw points on the 
market does go to your head. 

!i. U. Jr: I know. 

.J: I think 

!i. L: J r : Right. Well, I'll see you Tuesday. 

J : All right. 

i'. !!.J r : Good bye. 
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a.!I.Jr: 

Thurman 
Arnol d: 

H.!I. Jr: 

A: 

I!.K.Jr: 

A : 

H.U.Jr: 

A: 

H . ~.Jr: 

A: 

d. li.Jr: 

A: 

ll . li .Jr: 

Hello . 

Hello, Kr . Secretary. 

Arnold. 

Yes. 

.Tune 2.4, 1938. 
) : 58 p .m. 
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Tnis morning ~didn' t know who I 'd have on so I 
told ~ob Jackson to ask them to put off that 
meeting f r om Monday to Tuesday - Hello. 

Yes. 
the 

But I talked to/President after Cabinet, and be 
asked me to put Oliphant on. 

I see . 

So that ' s settled . 

All right then, we can go ahead Monday . 

You can go ahead Monday. 

'lbank you v ery much. 

You 1 r e welcome. 
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A repOII'' oa a oollf•~• 1a llr. WU.oox' • offloe 
ooaoeraiJIC Dr. Parraa'• pi'Opoee4 ·~· 

A ••orandua reprdlac the 41e,l'1'baUoa ot 
1 11\lrpl.UI __.uf;lea1 1a ~ Dh,l'io' of 
Ooluabla. 

Attaohllea'• 
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To: 

rrom: 

The Secretaey 

lo!1ss Lon1gan d-

158 
June 2~, 193~ 

A. conference on the proposed diet a.nd health atudJ' was 

held in Mr. Wilcox ' s otf'1ce on Thu rsday, June 10. 

'!'hose present were Dr. Parran and Dr. Palmer ot the Public 

Health service, lo!1u Monroe and lo!les Ohatf'leld or the Bureau 

ot Home EconowS ~s, Mr. Wilcox and lo!r. Br1ckett or Surplus Com­

modities, lo!las Barre.~ f'roJt -11P.l,_a~nd JIIY&elt. 

J.!r . Wilcox d1scuue~ ~question or funds. It was 

decided t hat IPA should be asked to pro'l'ide clerical help and 

possibly nurses and d1et1t1ans, as a IPA project. The FSOO 

would prov1.de t he cash up to t25, 000, on f'ol'lllal approval or the ' 

project by Dr. Parran and Dr. stanley. 

J.!r. Wilcox aublll1 tted estimates or the total uount an4 

ki nd or colllllod1 t11111 wh1ch he expected to be able to bu3' w1 th 

hie funds next year, in eo tar as probable surpluses could be 

forecast. lo!r. 'f1leox eat1111ated tentatively that this would 

be about equal t o half' or the max1mum quotas 1f' the nUIIber or 

families rece1v1.ng eo1111od1tiee remains at about 2,500,000 

rellef' families. He will eubm1t average amounts per f'&lllly 

per year at t he next aeet1ng. 

Dr. lo!onroe and lo!1as Chatfield are to prepare an approved 

grouping or commodities by nutritional classes, tor ues 1n set-

ti ng family IIIS.ld.mum quotas. rormerly 1t a f'aa1ly was entitled 

t o get 25 pounds or nour and ten pounda or rica, aa a IIIS.ld.sua, 

Regraded Uclassified



and onl1 r1ce wae an1la'bll, ~,. rot • ..n- ot teD poWI4a 

ot rtce. Under the IJ'Oup l)'et• the)' 0&11 pt a .. ,.,_ ot 35 
• 
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pounds ot cereale, wbateYer oe!'lal 11 aYa1la'ble. !hie Will 

greatlY 1ncreaae the aaount ot food t..tllee l'lce1Ye wbea 1 t .. e 

are t ew or scattered, ae 1n CleYeland. It l'lpl'leente a tun~ 

mental change 1n pollc:r b:r race. . ... 
FSRO ateadtaatl:r retuaed ll't'en to oondder the queetlon 

oC increasing t h e II&X18WI quota allowed per !81111)', t~ a IUI'­

plua conaa.ption to an e•ergeno)' ooneu.ption baeie, in place• 

where no rel1et check ie being 1 .. ued, !hie 11 partl:r due to 

their tear that higher quotu Will perlll t purchaeee ot aaller 

amounts by relief f81111l1ee. Obrtouel:r thie danger ia non­

existent where rellet taa111ee are getting no rellet checks 

or grooer:r ordere. !he Corporation .uet, howeYer, taoe the 

antagon1sa ot gi'OCere, wheth&r 1t 11 baeed on real or iaaginar;r 

l oss or ordere. 

Dr. Parran eug11ted the 1.Jiportance ot gh1.ng cOII&Odit1ee 

t o families w1 th tuberoulode, !hie ra1en the Yer:r 111p0rtant 

question ot g1 rtng co.aodl tiel on the baeie ot other neede 

than the rel1et teet, 1n order to aYoid danger ot encouraging 

mor e faa1l1ea to seek rel1et, or penalizing taa111ee at ~ 

l owest lenl ot the eelt-eupporting group, who oarr:r the 

heaneet burden w1 th no C'- ... "11' t)' aaeietanoe. 

'l'he next 11eet1ng ie to be held on 'l'uelda)' ot next week. 
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To: The Secretarr 

rrom: ll1 ee Lon1 gan ~ J?. 

I recently visited the surplus comaod1ty d1etri but1on 

ott1ce tor the District of ColiiiDbia. 

The District bas three t:ypea of co-od1 ty distribution 

f ood distributed by truck to aged pers ons or 

f amilies with illneae Who are on relief 

food distributed at t he storage headquarter s 

to employable workers, certified as 

eligible for relief if relief were 

available, or to WPA families certified 

ae 1n need of extra allowances 

distribution of clothing at headquarters. In 

all about 250, 000 gal"'Dentll have been d1a­

tributed, at an approximate retail value 

ot $125, 000. 

About 12 , 000 families are now rece1rtng aurplua f ood 

1n the District. They r~ceived 1,222,000 pounda of t ood in 

l.tay, or about 102 pounds of t ood per family. 'fbi a 1B a very 

much higher food allowance than obtains in Cleveland. 

1CO 

Apparently the surplus commodities agenQY in the D1atr1ot 

makes emergency d1etribut1ona of t ood to needy tuiliBI who 

cannot get rel i ef checks. '!'hie -• one of the rec01111endat1on1 

that wa1 qde f or Cleveland. atch d1etribut1one are IU.de, on 

order of the relief author1t1el, a1 often u tour t1aea 
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a 110nth.. I wu told 11l tlM D1otl'lot ottloe that tblo -.. 

done with ~proYal ot \be hdoral ottloe, bat I wu told liJ' 

rSCO that tb11 •erpll07 dlltl'lllaUoa 1n tho D11tr1ot wu DOt 

additional o-41Uu, blat o~ earl.7 411tl'l11at1oa ot tbe 

regular aonthl.7 qaota. I 414 DOt tblllk U a4't'11able to tell 

tbera What I ha4 learDe4 1n oontl4enoe 1n tbe D11tl'lot ottloe. 

storage, rd'r1gerat1on, paoJras1ng an4 reoor4-:U~piag 

seemed 1n excellent 8bape. It wu in41cate4 that the -

plua eo111110d1 t101 unit hal alft)'l ha4 a 41tticult Job to 

aurT1ve beoau10 ot the li111te4 1ntereot ot relief official• 

1n coaDod1t:r 1notea4 of caah relief. !'h11 :rear tbe oo..U­

t1ea section hal opec1t1c authorization in the budget tor 

warehoul1ng and truck hire. Labor 11 proY1ded a1 a WP.t. 

proJect. 
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TO 

rfiON 

TREASUJIItY DEPARTMENT 

IHTII" OII',.IC:C COWMUHtCATION 

Secretar~enthau 

!Jtr. Haap.l 

o••• June 24, 19311 

SubJect: The foreign crop eituation. 

8Ul11111&rl 

The foreign crop outlook, which appeared r ather unfaYor­

able a month or two ago, has improved materially as a r esult 

ot beneficial weather over important areas, though crops will 

be abort in a f ew countries. , 

No important European wheat shortage ie now in prospect. 

Dea~1te short crops in Italy and Spain, the total wheat crop 

1n Europe 1e e:q:>ected to be near that of last season. The 

European demand for wheat will be influenced by the much bet­

ter outlook for rye in Central Eu.rope than at this time last 

~ear, ae a result of which the European supply of bread 

grains should definitely exceed last year'e eupply and prob­

ably the 1931-35 average. The next few weeke, however , con­

stitute a critical period for the ~turing of the crops, and 

substantial changes in prospects may yet occur. 

Corn is of relatively small i mportance in production 

areas outside of the United States except in the Danube Basin 

and in Argentina. A Yery short Argentine crop this year 

sharply curtails the world's major source of export supplies. 

The foreign wheat cron outlook 

The world wheat crop, outside or Russia and China, ie 

estimated by the Department of Agriculture on the basis of 

recent prospects at about 4,050 million bushels, or 225 mi l­

lion buahele above the 1937 total. With the world oarryoYBr 

ot old wheat on July 1 expected to total about 650 million 

bushel s , or about 95 a1111ons mere than laet ;rear, an increase 

ot 320 million buahele in the world's wheat supply ia indi­

cated for the 193~-39 season. 

The foreign wbeat crop, outeide of Russia and China, 

1s e:q:>ected to show an inoreaee of about 65 111111on buahele 

above last year, totaling about 3,015 a1111on buehels. Earl ier 

prospects of eeYere damage to the European crops by drought, 

1G2 

• 
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and an uncertain Canadian pro~~peot due to _,llture deficiency 

baYS been changed by beneficial ra1na OYer illpOrtant 11beat ' 

areas in Europe and Canada. The Canadian crop outlook baa 

aubetant1all y iJil)roYad1 though 110ra 110iatura ia needed in 

certain areas. In lta.LT, howeYar, the drough' hae raduoad 

the crop to the aaallest in .aliT Teare, and the proepeot in 

spain cont i nues nrT poor. 

In the attached ohar' we ahow data by regions, and by 

important oountriee so tar as a'l'll1lable OOJIPariDa th1a year's 

meat pr oepeot with the crop harYested iaet eeaeon and with 

the 1931-35 aYerage. Detin1te eet1aatea 1n aost casu are not 

yet u a1labl e, e1noe the ori tioal growing period 1n many 

countries i s now at hand, and proepeote 111a1 be ohaQ8ed by 

weather daYelopmente. 

European requirement s !&l be inoreaeed 

The Depa.rtlllent of Agricul t ure aati-.tes that illport re­

quirements t or Europe ae a 11bole may be about 50 1111llion 

bushels greater than laat year because of the slightly smaller 

orop. I t war reaerYes are built up, howeYer, following the 

announced pol icy of Great Britai.n and t he Net herlands , this 

! 1gure would need to be increased accordingly. The I nter­

national Ins t itute of Agriculture , on the other hand, esti­

mates that the European 'llheat crop lla7' be slightly larger 

than last year. 

Russ ia and China are import ant wheat countries tor which 

adequate etatiatioe are not aYailable. In the U. S.S.R. a 

large wheat crop proTided an elq)Ort surplua 1n 1937, and an 

increased crop haa been planned tor thia year. GenerallT 

good pr ospects are indicated, and new-crop Russian 'llheat ia 

reported aa be1ng sold in the British markets. China is ex­

pected t o hal'Yest a crop about t he sue as las' year's amal.l 

or op, estimated at 64o million bushels. 

I n Argentina and Australia winter 'llheat ia Just being 

planted, with aoiature oondltiona generally fayorable tor 

gerlll1nat1on. Some increase in ao.reage ia e:q>eoted in 

Argent i na, while the Auatralian acreage may be unchanged or 

sli ghtly decreased. 

European rre proapeota 

An i ncreased rye crop in Europe, aa indicated by present 

proepect a, will tend to reduce the daaand tor 11beat th1a 

season, since the two are uaed interchangeablT as bread grains 

by a large section of tha popu1ation of Central. Europe. An 

i ncreased acreage, a auch aaallar amoun' of w1ntar killing, 

• 

• 
• 
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an4 11101'8 taYorable growing oODdU1one 111 the pr1no1pal r71 

growing countr1ee indicate a eubetant1all7 larger orop than 

1n 1937- 38. !aklag the I'J8 o:rop 1ato aooount, the total 

~pean eupplr or bread gra!~a ehould det1n1tel7 ezoeed laet 

1ear•e euppl7, and p:robabl7 the 1931-35 anrage, aooording to 

Depart•ent or Agriculture eet1-tea. 

The world r7e orop laat 7ear, outa1de ot Ruee1a and 

Cblna, 1e est1uted at 899 a1Uion buahele, ot which tbe 

united Statee produced 49 aillions. In &441 Uon, Ruee1a nor­

aallT pr oduces about &I lllUCh ae the reet ot Europe coabinsd, 

between 800 and 900 t11111on buehlla. 

!he tore1f21 oorn a1tuat1on 

Corn 1e ~ t~r some extent aa a bread grain in the 

Danubian countrtee;- but outa1de ot these countr1ee and 

Argentina 1 t 11 not an hrportant foreign crop. 

I n the att ached table we ebo• the produot1on and exporte 

ot corn 1n recent 7eare tor the e1x principal countr1ee, in­

cluding the Un1 ted States. Argentina prortdes b7 tar the 

ujor part ot the world 'e export a ot oorn in nol'll&l 7eara. 

During the 1937-38 eeaeon the Argentine orop wae reduced to 

179 m1111on buehala, the ••Ueet crop 1n 1'+ 7eare, w2l1ch 11 

expected to mater1&117 reduce exports trom that count17 in 

193$. Data are not Jet &Y&1lable on the p:rogren ot the 1938 

corn orop 1n the Danubian oountr1ee. 
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Countriee 
1 

Un1ted Statu 1,11-78 
Argentina 452 
puun1& 191 
YUSOalaY1a ~~ Iouth Atr1ca 
Indo-Ch1na 20 

1/ 
Production and Exports- or Corn 

by Principal Countries 

:Produot1on 

2 , 292 1,524 
396 36o 
212 221 
119 2011-

53 100 
19 24 

2,645 
179 
187 
210 

• • .. 

63 
g/ 

4 

2~f 
27 
13 
19 

!1 Product1on 11 tor crop yeara beg1nn1ng 1n year mentioned; 

~/ 
tor calendar yeara. 
r1gure1 not &Ya11ab1a. 

Export. 

1 1 6 
278 330 35~ 

25 ~ 
~~ ~ 1 
16 19 'Y 

export a, 
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!!. : . J r : Hello. 

?e~?lee : Yes, Ur . Secr e t a ry . 

JUNE 24, 1g~a. 
4:05 P. U. 

!1. :. J r : AdDi r al, a f ter cabinet , I stayed behi nd end 
asked the ?resident who he want ed t o have t o 
re?ree ent the Tr ea sury , o n thl s mono? oly s tudy. 

Peopl e s : Yes . 

~ . U. J r : Said he wanted Oliphant. 

?e~.>les : He wants Ol1ph en t. 

~ . ~. Jr: ~nd h e want ed you as the alterna t e. 
So ther e you are . 

I see. Al l r i ght Ur. Secret~. 

H. ::. J r : Thos e a re the Presiden't wiehes. 

Penples : Ye s indeed . 

?" . ... Jr: All right. 

?eo.)les: Th a nk you, t or you ' r e ver y k ind t o l et me know. 

:;, :.:. Jr: All right. 

Peo:> l ee : Thank you t!r. Se c r etary . 

H. :: . Jr: All r 1ght. 

?eopl es: Thanks. 
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)Proal 

"P'S!Ol 

'l'be Preeiclellt called • on the telepbo1111 at -.r hoM 

at about lOt&! p .a. Fridq zd41ht, Ju.1111 24. 

Be aaidt "Herbertt About th1a au ot stutt 1 han 

her. on badt en•lmtioDI; do JOU ~about it?• 

1 aaid: "'u, e.ir; do 7011 MaD the aterW hoe 

Eccles?• 

lie add: •Jo, I -D the atutt !leary hamed • 

yesterdq. Thera' 11 a letter to ae (part ot which be read) am 

eoae other aterial. llh&t ill Beary plaDDlng to do with itt 

Wae he coiac to hold a preaa contereocet• 

I replied that JOU had cooe to the tara am that JOU 

had 1Jlltruoted • to bold a pr.aa contereace to gin out the 

Mterial it he apprond. 

1S7 

Be aaidt •For political HUODI wb.ateftr JOU put out 

~t to be put out .. a Joint atate .. Dt b)' lccJ.ee, tha P. D. t . c., 

the Coaptroller am the S.Crstaey ot the TreaSill')' . 1 w .Dt JOU to 

call up all the others am tix up a Jo1Dt atatueDt. It mould be 

a Joillt releaae bJ the S.Creta17 ot tha Treaeurr, the Chaira1l ot 

the Pederel BeaerYe, the ChairaD ot the P. D. 1 . C., am tha 

Coaptroller ot th& CUJ'HIIQ1• • 
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-I-

"" I 11&14• "!bat oan be to• ft17 ...U,, beowM o• 

ot the ~-· 7ou ba"• 18 an acr-Dt. on b&* enm•tio• 

in whiob all ot th• part1oip&ted. It 18 a atate ... nt. liT all ot 

thea.• 

Be &&141 .. all, thet' • all r1&bt 1 bllt wbatner 18 pit 

out should be a jo1Dt etate..at, ae a •tter ot 1004 pollt1oe.• 

I &&14• •Ie lt all ~t, theD, tor • to 11,. lt .,. 

at a coatarence t o.onow tor publJ.oatioD lloalq, 1D the tON ot 

a joiat .tat-nt.t• 

Be aaidl 8Je8, that '• r~t1 tor publication IIDDdlr·" 
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Tllll 11ae proposed pNes rel eaee t o accompany the preea Nleaee 
on revision of procedure in bank examinations , but i t 11a11 not 

used· 6/25/38 

Aa ., ... .,.--, • ..,.__. zt -•'1.-~UUI•• JWaAlw 1r )all 

... _.. ... .,., _,.... ..... 
,. ... - .. 1 ..... ~ 'r ...,. ... 12 

•• h •• 11••""'7., ....... "' ............ ..... 
u 1111.1- of a ~--- _.. • ef .. ""S.. C ;kellEr efta. 

cwawq. ~ ,_... 1t So=-• .r ta. • I :al 81 ,. l)st ..a -. 

...... If tM Jllderal Dlllel\llh ___ l O.tc U•a .. _.. MIIMlr 

-. J'aoMw-t .. •••" 11 .. tr ,.u.sa.. 

1M &&P ... --3 &I ..... 

)fttlte. ~» rrr1e1Aa et •• 1'1'1! '•U. wt• 1111•1* .. -au. ..... -...... ~~ 
1f tM Cua ltl'a ...._ ._.. ztnw • .. 11 rt~U- ..a.r tiM Jaw 

., ... set-s .... fa we 3 ~t:Se..., .............. _. 

, 1 r• .r ..-. ......u .._,_ e,ue 

of* ._. ef .. 181--t~•••'-11111•• f' 

u. _. • etnel:all .r ..,.. IP•'=--3

•• -... • ' '" ,_. • · •• 

..... - 111111 ... ..& llaW --u.ir +FO:::alMta. &&PI to 

"- .,. .r .._ .,_..,._., ..a .r ._ .. ,,., be 3 3 ••'e-

U• are ettr ••I 

' 
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ror Relocao to llorninc Iew!p!l?era ot Jtlftdg, .JUDo 27 , 1938. 

6/"l&/38. 

RJVISIOI OJ' PIIOCXDUI!I I N lWII: U .Uilll.lTIOllll AS AOl!JrC!I TO BY 

TBll UCI!BT.fJn" or Tim !DASUilY. Tim liOAml OJ' OO'fEIIOPS OJ !Ill 

n:DUAL llJSEB SY6Dil, Tllll DIUOTORS or Tlli J'EDElW. DJ:POSIT 

lllSUiWlC. OOliPORAnOif. JJIJ) TIIK COKP!IIOLLD or mB COilliiiiCT. 

'!'he Olo soi!icntion of Loon a i n l!Mlc htwinationa 

'l'hc present captiona of tho elnaaitioation unite. noaoly. •Slow,• 

•Doubtful," And 11Loes• nro to be abo.ndonod; 

'!'he claeoifico.tion unite horeefterwill be deaiCMtod DUilericolly 

end tho tollowin& detinitiona thereof will be printod in 

exaninntion renorta t 

I. Lonna or port ions thoroot tho r opeynont of which appoo.ra 

aaaurod . These loons aro not closaitiod in t ho oxa:dnation 

r eport. 

II. Loane or por tiona thereof which appear t o involve a 

subataotiol and unroo.aonoble docroo or riek to t ho bonk b)' 

raoaon or an unfavorable r ecord or other unoo.tiofoctory 

cho.rnctoriotica noted in tho e.xnoinor'o co=onte. Thoro 

oxiats in such loans the possibilit1 ot futuro loaa to tho 

bank uolooa tho1 rocoive tho carotul an4 c~ntinuod attent i on 

of tho bonk1 o cnnogocont. No loan 1a eo claaaitiod if ulti­

Dt\to r opQ1Dont aooca reaaonobly aaaured in viow ot tho aound 

not wor th of tho coker or endorser, hie earning copaca7 an4 

character, or t he protection of collntorol or other aoeurit1 

at aound intrinsic value. 

170 

III. Loono or portiona t hereof tho ultioato collection of 

which ia doubtful and in which a oubotnntial loaa ia proboblo 

but not yet definitely aocortainnblo in 1100unt. Loen• ao 

cl&~aifiod should roceive t ho Tigorcus attonti~n ot tho ann­

egoucnt with a view t o salvogl..ng whotevor •aluo aey rot>aJ.n, 

IV. Lonna or portiona t hereof r egarded b7 tho oxacinor t or 

reaaona eet forth in hia coCDOnto aa uncollectible and ae 

ootiont od loaaoo. Aaounte ao elooeitiod ahould be pro=Ptl7 

cbnr~;od orr. 

Preaent preetice will bo continued under wbicb tho tot~.l• of II. III, 

snd IV above nro included in tho recapitulation or IIUill:oar7 of •~ 

aninora1 claaeiticatione. 

Pittr per cent of tho total of III above tllld all of IV abon will 

be do4uetod in CO=Puting tho not aoun4 capital ot the bank. 

• 
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Tbo Apprpisnl of l!on4! in !lpn1c !xpeinnUona 

Do1tbor opprocintion nor dopreciction in G~ I 

aocuritios 'ltlll bq abottn in tho roport. Jfoithor vill 

bo t:\l<on into account in fi;;urinc net aound oapitnl of 

t!w b:>:llc. 

Group I aocurit1ee oro markotohlo obligations 

i n t1b1eh the invostr:~ont chorocterbtica nro 

not distinct)¥ or prodoai:wlt)¥ apoculotive. 

This gl")up includ.Bs go:>erol mo.rkot obllf;otione 

in tl:c four hlf;'lloat &radoa and unrated aocur1-

Ues of oquivolont vnlue. 

The securitioo in GroUI) II \Till be volued o.t tho 

cvoroge otllitot price for oi(;htoon conths just preceding 

oxoninnt1on end f1tt7 por cent of tho not deprocintion 

r.111 bo doduetod in coti!'Uting tho not sound capitn.l. 

Group II occuritioa nrc those in "hich tho 

invostoont c:=, ctoriatice oro dhtinct]¥ or 

prodooinont)¥ apoculativo. Thio gr<JII1) includoa 

gonorcl car!<ot obll~;ntiona in srados bolov tho 

four hi(;host , end unruted socuritios of oquiva­

lont voluo. 

Prosont pra.ctico .,111 bo oontinuod UD4or 'i7hich net 

depreci::ltion in tho aocuritioa in Group III ond Group IV 

ore cl011s1tiod ns loaa. 

Group III securitioa: Socuritioa in dofoult. 

Group IV aocurities: Stocks. 

Prosont proetico vill be continUod undor vhioh prGDiuna 

oa socuritioa xnzrchcaod ot " !lr01:1iun wst be a:JOrti:od. 

Prosont practice of 11ating oll cecurit1ea end nbovilll: 

thoir book voluo \7111 bo continu.od. 
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The treatment of Securities Profite in »&Qk Examinations 

until losses hav~ been written off and adequate re­
serve• eetabliehed, tbe uae of profit• from tbe eale of 
securitiea for llZ1II p~UpCse other than tboae, will not be 
approved. 

Preeent practice will be· contiDued undar which 
eatimnted loeses must be charged off. 

Present pr3.Ct ice will be continued UIIdor which 
tho eett>blisl:lnent and maintenance of o4oquato reserves, 
including rosorvos t)8ainst tbe secur ities account , are 
onoourogod. 

Proaont practice will be continued under which 
opeculat1on in securities 1a orit1c1sod and pent:llize~ 
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'DliWIURY DEP .&R'DIEII'1' 
Cclq)troller or tbe Currency 

W ASIIING'l'<* 

INVESDmtr SSCUIUTIES R!CULATIOII 

Iewed by the Cclq)troller or tbe Currency 

By rtrtue or tbe authori tr Yuted in tbe Cclq)troller or the 

.. 

CUrrency b,- parocaph Se-;onth or Section 5136 or tbe Rertaed Statutes, 

tba following regulation 1a pra!IUl.gated: 

SECTICII I 

(1) An obUgation ot indebtodnaea which ""'1 be purchaaod tor 

its own account by a nattonal bo.nk or State 111ember bo.nk of the loder&l 

Rasene System, in order to COllie within ths clossitication or "innst-

unt eeeuritiee• witbl.n the me811tng of P'lrOCOph Seventh of said Sec-

tion 51~ , must ba a morkstoble obligot1on, t,e. it muet be salable 
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Wider or<ll.nary cirelllll8t!IDcea with reesonoble promntnus ot a fair Yo.lue; 

wod witb respect to the particular security, thoro must be present one 

or more ot the following characteristics: 

(a) ! public distribution or the aecurit1es must haYa been 

pro~ided tor or mods in a mannGr to protect or insure t he market-

ability ot the iaaue; or, 

(b) Otber axiatillf: aecuritioa ot the obligor muat bon aucb o 

public distribution na to protect or inaura ths llltlrketobility of 

the iaaue under conaiderotion; or, 

(o) In the caae of in•eatment aeouritiea tor which a public 
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distribution as sat forth in (c) or (b ) cbo~• cnn cot bt eo pro­

rtdad, or eo mcde, P.Jid which ere iesued by eatnbUahed collDOircinl 

or tDduatrlal bualnessoa or onterprisoa, tht.t ccn demonstrate the 

ability to service such aecur1t1ea , the debt evidenced t hereby 

must !llllture not l ater than ten years ntt~r the data ot iaaur.nee 

ot the security and muat be ot such eound vc luo or eo a~eured 118 

r e3sonnbly to assure Ita paymont; and such aeour1t1es must, by 

their terms , .-rovido tor the omort1zat1on ot the debt evideucod 

thereby eo that ct lenst 7'J{o ot the principal will be oxt1ngul.ehod 

by the maturity date by oubatr.ntiel periodic pnyments: Provided, 

Thot ao omort1zut1on need be required tor t ho period ot the first 

year otter tho dato of 1asunnca ot such aacurltiea. 

(2) Whera tho security is 1esued under a trust 1181"'emont, the 

cgree,..nt must pro.,ida for " trustee independent of the obligor , 

nnd sucb trustee must be e bent or trust compnny. 

(3) All purcheaos of 1nvsatment aecurltlea by notional end Stnte 

member bonks tor tbeir own nccount must be ot sacuritiea "in the 

torm. ot bond a , no to a, oDd/or debentures , COilDOnly known ~.a I nvest­

ment oecur1t1aa• ; " Dd avery trnnsnetlon which Is in t nct such a 

purchaae must, r oe;ordloas ot 1 ts t ol'lll, CO!IIl>lY w1 th t bla regulnti:>n. 

SEcri ON II 

(1) Although the bnnk Ia permitted t:> purcheae "innatmeot 

aocur1t1es• tor Ita own account t:>r purposes :>t investment uDder 
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tbB pr01'teiona of R. s. 5136 nnd thia resulnt1on • tbe btmk 1a not 

~rmitted otherwise to pnrticipote na Q principal in tho ~kating or 

soouritios . 

(2} The statutory 11mitnti~n on tho nmount or t be "investment 

sec•~iti~a• or nny one obligor or mnkor which mny bo held by the bnnk, 

!a to be det ermined on tho bnaie ~r t he por or tnco vnlu9 of the se-

curiUea , 11114 net on their ""'-rket vnlue . 
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(3} 'l'be purchneo or " !nvostr.lent aecurit!ea• in which the hmurt- ••• •• 
e3nt chllr~ctaristice ~e distinctly or prod~nnntly spocul~tive , or 

the ~urchose ~r eecuriti es which ere in dernult , either ne t o principal 

or !nter>st , ie pr>hibited. 

(4} PUrchnee of nn investment security nt n price 9XC8 9ding por 

is pr>hib!ted , unless ' tha bRrk shall: 

(o) Provido r~r the r sgulr.r am~rtizotion of t ha premium 

poid so thr.t the ~um ehnll be entirely extinguished ot or 

before the mntur1ty of the security 11114 th• security (including 

pr~um) shell ot no i ntervening dot e be carried ot on acount 

in excess of thnt ftt which th> ?bligpr mny le~clly redeem such 

aocurity; or 

(b) Set up n reserve account to 111~?rtiza the pr emium, enid 

account to be cr edit ed periodicallY with no amount not less thcD 

the amount requirod for omortiznti on under (a} above . 

(5) PUrchnee of escur1tioe convertible into stock et the opti~n 

or the hauer 1a pr:>h1b1te4. 

(6) Purchnae of aeeurlt lsa ooDTor~ible into atoek at tha optl:>n 

or t b.'l holder or w1 t h a~ock pacho•& worrMU ntteehed 1a pr:>b1'61te4 
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It tho price pcid ror such aacurtty ia in excaea ot the inftatmont •alue 

ot the a a curl ty Itself , c"nsidered tndopendontly or tho et<:>ck -purcho.ae 

wnrroote or oonverei<>n teo.t ure . It it is nppr.rent that the price paid 

tor no othorwisa eligible security toi rly reflects tha investment volue 

,t the security itself oDd d<:>es not include any opeculntive voluo bosod 

upon thO preeanco or a stock purchoao wo.rrr.nt or c"nvoraion <:>ption tho 

pUrChase or auch o security is not prohibited. 

(7) .le to purchnse :>t securities under repurchnee agroen:snt , 

subject to tho l111l1 toti"na and reatricti:>na aet t:>rth in t he l ew and 

t111a regulnti:>n: 

( o)· It 1s 'llcr111iesible tor tho bank t:> pur chose "investment 

eocuritiee" from another undor an o.groemont whereby the bDllk 

baa an opti~n cr o rigbt to require the seller .,r the eecuritiee 

t o re.,urchose t hem tr:>m tho b&nk nt n 'llrice otnted :>r nt o price 

aubjoot to dote~nati:>n under the to~ ot the ngreo~nt, but 

in no coaa less thr.n the vr~u' ct the tint) ot ro.,urchos&. 

(b) It is permissible t<:>r th3 bnnlt t<> purchose "investment 

aecuritiee• rr~ onother under on agreement whereby the seller 

or o tl1ird party guarr~tees the bonk o.goinst loss on resale or 

tho securities . 

(c ) It is not per1111esibla t or the bonk to purchcee " invest• 

mont aecur1t1as• trom onother under o.n ngre~osnt whereby tbe 

seller reserves the right or tba opti'>n t o r e'llurcbo.se acid ee-
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curitiea itself or through ita nominee nt a price stated ~r 

nt Q priea eubjoct t :> detel'!llinoti ?n under t he t~rma or the 

~eam9nt, notwitbatnn~ing the !net that the bank may also, 

un~ar such ogrearr.ent, bnve the right or option to c~pel the 

seller to repurchnao tho securit ies nt n ~rice stnted or nt 

n prica aubjoct t o deter=dnntion undor t ho ta~ or the 

t6Neoent. 
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(8) Aa t o repurchns• ograe!l".ont s r.cc,.-ll>n!IYi ng aohs or securities, 

(n) It is parmiseibls t or t ho bcnk aell1ng securities to 

nnotbar to agred t hat t he bank abnll hove ~n opti ~n or ri~~t to 

r epurche>ao t he securities trora the buyer e>t n price atnted :1r e>t 

n prico eubject to determination under the terms ot the c~e~nt, 

but i n no cnse in excess or t he market volue nt t he tirno ot 

:ropurohnae . 

{b) It is not ?Crmiaaible t or t he bonk s el l ing securities 

tc anotb•r to agree thct the ~urchnaer shAll hnve t b• right or t he 

opt ion to require t be bnnk t o repurchr.ae acid securities nt n 

price atnted or nt a ?rice aubjoct t o 1et orminnt1on undar tbo tenu 

ot t he e>greement , n"tw1that e>nd1ng t~• rnct t~r.t the br.nk tn:lY r.lao, 

un1?r auoh ngreoment , have the right or option to repurchase the 

aacuritiee from the buyer at n price etoted or ~t o ~riC$ subject 

to dctorminnt1on under tbn to~• or t be ogrooment. 

In vin ot t he tact t hat some bnnka nwy lle>ve bought :>r a-:-ld aeeuritiea 

un'lor n t arm ot agreement wlll.ch is prohibited by tlll.a :rogulL.tiJn , th~ bCllll< 

•~ul-1 either terminllte or '!l<)dity a tll!lll so aa t~ c~ntorm to tUs regulr.tion, 

who:ra aucb nctton r:wJ lcurtully be talten . l!b<iatiog egrearoenta or the "QJ'O• 
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h!b!to1 tY'P• muat not be r eUC>wed • 

.KXCEP'l'ION 

Tho roatr1ct1 ?na and l11llitut1:>na ot tbia rogulr.t ion do not l!Jlpl.y 

to aacurit i oa acqu1re1 through t orocloaure on oollr.terol, or ncquired 
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111 good t ni t il by way >t cX~Pr<>miae o t " doubtful oln1111 or to nvsrt o.n 

apprebanded l oaa in connsctbn nth n debt orevioualy contr,cte<l , or to 

retl aatnte aecuritiea r.equ1re1 puraunnt t o Section 24 or tho Fa~or~ 

Reaorvo .l.ct , ea omen1ed. 

This regulation aunersedes prior regulnti?na governing the purehcaa 

ot "ioveat~nt oeouritiea• and is ettectiva fron nn1 otter July 1, 1938. 

Signed ru:Jd prorwlgoteoi this 27th day or luna , 1936. 

IWISIIALL R. DI OGS 
J.cting Comptroller of tho Curr ency 
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(Dictated onr the telephone to lira. Klotz 
b1 the Secret1U7 troa the tara) 

Oliphant read to me oTer the telephone the stat..ent 

8~ to the Treasury' s poliey, i n regard to the 1110nopol1es 
study,whiCil be wanted to announce at the meeting this 
a!ternoon. I said I was Tery sorry that I could not O.lt. 
i t over the telephone; that I did not get i ts significance 
and that be bad had plenty ot tillle to work on this atat•ent 
and bow could he expect me, at a map of the finger, to giTe 
hilll a "Yes" or "No" and th~t he would haTe to wait until 
tomorrow 1110rnin& . 
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tot ~ llloapat't= 
nah xr. autoa 

.,._ IT • 1118. 

suam:t• fia1Jic or Soot.' 1ft'- _. ,_, • te • ~ 
.. ..,.... Jloaocl'o atti"* 1a,..... -rer 111. 

no. SoolH letter to a-tar 'fnr'm' •c - •w J-. 1~ 

u4 etoriM .. 1 t .ad ---- tr.. 1t appMI'II4 t1ret 1a \be lal;e 

atterao<a papen et .._ 18Ua 11114 1t - .,.u. ••' alw~ -•* 
1a tile MI'IWlc 11114 attenao. papen et t.loe 11tlloor1Jlc tq. hl.da7. 
,_ lftl>o TCN 414 110\ boU -.:, ,.... ... ...,.._ - !lwrnfv. tile 

10th. oiaM tlla\ ._. tile ~ 7W -zoe eNrtat; yoor apeeoll a\ f~le 

llll1w ra1 tJ' • 

uo 

fbe belllt •-'•t101l •ttaer ._. tone.._. 1ll*l 1a ,.OW' oollto...­

ot ''- ~'""""' ~. ,_ l.ftll. x • .s· ""~a oeparatae -­
oonpt et W'll&t :rw -.u at tat 11114 ~ ~ .... no. l)loo1t1oel~. 

bowwr. tile .,.tit,__ to the ,_..nl .... ...,. lo&l"4 -zoe u follooru 

•Q. Jlr ....... toaJT. the .... ...,. a-.l pooplo M:f tllat tDo)' 

....... , cotta a I'OpOI'\ ILil4 _., llnriJic liP • report. 

A. •u. t• b~. I ba'fO ..._..to bell- tat 

t.beJ arc ~~ .ada _.. - I -'4a't ea;r _.. ..,.. - a 
op1rlt ot oooporat1011 llllll I llt.ft llopM tbat tllln 11 a ..._ 

\bllt ~ \bero wlll bo a • ,_ report - turo 11 .. oh 

& obuao.. 

Q, c.a - - tllat - 1t:N. a:r .... -- • reportt 

A. 'Dill 11 ter ~ ••• •• I be,ft IIDpM - tat. 
•'1'1Ac 'boca ,.u.- llllll Pnac .... ,.'boq u ... • 1t loob .. 

~ plu Ufba'• .. ,. -till llullllac• lt loob u ttocaap 

• a:r cet -tldac tra •ftl'7bo4T· 

Q. w.u. \be)' _, baft ... - ~. 
'\" 

A. I 4ca't ~. fta1o h all tw b 'C ' IJIIt 1t 

loolra - u tllouP - a;r all cet tocotber _, I oS· 1 ro~ 

llepo tbeJ' •111 •• 
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ca !Mi ·.,-. ~ !lUI. tMrft wre •- ..-u- allan .._ 

.... .-.poJ't .. ..u be f1A1 ..... 1111\ Da fthr II - \lla ll11rw ....... 

ca lk8Sa7· t11a -. ,_ ..w ...,, •tor u. n.nt u.. 1 - -UP' 

- 1\1- .... p1ac"' -- -'b1acJ 1 th1K 1\ h &0111& to be 

&11 npt.• ....,.. lt 7'* _,tat ,_ -a ..._ ot • -c---

•at -.; all \u.a ·.-dM 7'* salt ,_ - a ..._ toz a atap 

~ ..u- bull: • ••tioa. 

Ia • .., ... to a 'p.U.Uaal• .,...Uaa 7'* aalt till* U. 

J~~Uftl .._,.,. IMft •..u • a~ • u.u oa• lt t11a7 ua•t 

eqee to t11a ...,.n ot \lla o~ ...,.1M _. 1A ....,_ to a 

•••t1• wlw'bnr tbe lloud ~be ...,.u.t b)' l~lat1ca (top 

alaae) ,_ aalt '"TN• llut ap1Jl oA taoat ... ~aal bul•• st 

JOII llappea to ........ \lla ....... 1 ............... ut 1{ ....... ftl 
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Depoe1\ u4 tlla Caa;'*ollar ... We • jdat ea\tltl 1t dosD'\ laa,.. 

.., bs:llb u tar u tbe ,...ral a...r.. la eoA•.,.._ 1t U. lltsts 

_, .. rc u4 ,...rel DsposU ut Csllptroll• all SCNs4 oa • ..Uoa 

1t -14 taD lA Mat ot tbe '-*a. • 

1\ ._. at \be -~- oa ....,.. ~ lOtio. attar U. appsa1"= 

aaos ot U. ... 1 .. latter. \lat :rou aa.l4 t.bs* tlla btsrcat ot U. 

,........,.. tbe Caqtrollw ot \be Clarr.q ..t tlla P.D.1.C • ._. 1A 

protsstla& -.. -,o.itor ut ,_ aMst "'lr, leolu bu ap . .......,. 

!ala oplaloa- .... t!lslr tu Josrt luoa aprcses4 tlla1rs• 1 4oa't lr:a01rs• 

Toe a1eo -.14 :rou ~4 'alt \Uitll W1b:1 h;r alpt to- 1t,.... 

-14a•t pt tMa all topu.r. 
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Juno 27, 19S8, 

IIIIUOB.tJIDUII 

roa Secretary llorsont~ 

l'ROih Jlr, Gutan 

Ur, Oliphant oallod c o at rq b- about 61SO 8&turday enning. 

Bo uked mo it tho President bad talked to ,.., I told b1a that tho 

~aidont b&d talJco4 to me Friday night about handling tho 'bOlllc - ­

ation atory, but be a&id DO, be d.icln' t MeA that. B.e aalood it the 

~aidont bad talked to 110 &bout atoel, I o&id, Bo, B.e oaid that 

be bad UDdoratood trooa Tea CorooreA that the Proaident would talk to 

mo or had talked to • ab<lllt 1ettinc to&Otbor acao data em poeoible 

ateol purob&aaa by tho Oonrnmont. He aaid TOIIIIlio'a impreaoion •• 

t.'>at tho Proaidont bad already talked to •• 1 repeated that I bad 

board nothi!lg. l!.e aaked mo 1t I bad notiood tho Proaiclomt'a ot&te­

"""t that tho reduotion 1n .tool priooe waa not to inTOlTe any out in 

... , ea. B.e oaid the Proaident bad aueed t'-t it •• iaporteAt that 

Stottiniuo be p Ten ,..,. oupport in bio ottort to keep prioeo dCIIIJl aD4 

~eo up. To do that tho Gonii'DIDIInt abould aalco a oeATUo to tind out 

what steel ordera could be plaood right away, Be '-d bHn trying to 

got bold of llol!eynolda, with tba idea tb&t l4ao could &•t thingo otertod, 

Be ukod ,.. it I would ape lit to !l&o, in wbi ell ouo be would oeAool h1l 

call. I told him I would do that • 

.ut:.r OlipbeAt had hlmg up the operator called 110 and aolood it 

I thought Ur. Oliphant otill wanted to talk to llolii01J1olda . I told her 

I tho~ not, oinoo I bod agreed to pau on bio meuage to llol!.e1J10ldo, 

A little later in tho •nnixl& llao called ae, haTing been told by the 

Treasury operator tha't I W&nted to talk to him, although I bad not pat 

in a 0&11 tor biao I expleined wbat Oliphant bad told ,.. &J>1 add84 

t hat of oourao we would not want to do &lli)'thin& about it on the b&lil 

or any ouob indirect roquut1 t'-t 1t the Pr .. i dant or the Secretary 

called me it would be a ditteront -ttor aD4 I adde4 that it tho Proal­

dent wiahed to gi"n any inotruotiOill bo would UDdmi>te~ pt in tcuob 

with tbo Secretary. 
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TREASURY DEPARTMENT 

INTE" O,.,.ICII COMMUNICATION 

lUDe 'r7, 19)8 

.... 
SecretuJ llorgentball 

Be.-n Olipbant 

Late Saturdq afternoou Toa Corcoran called 1111 at the Be.y rltb laro. 

rtfJll< end a.n Cohen Oil the telephone. Tbe counection was veq .bad, but, in 

substaneo, Tom said that the President had beau coneidering what could be 

clone w prevent other steal coapaniea b-oa cutting wages after cutting prioea; 

that the President, knowing you wel'e out of tow and llOt being able to l"e8cb 

Ptopl.es, seid he would call G&aton and state the policy; and that the;r aaid 

call me. Cohen aaid they wanted to let the MU•'• DUilhel' of coutracte fol' 

sted as soon as possible and to let them to coll!p&Jliee that did uot cut wages , 

but do so wit hout an;y public anuounceaent. 

I told theD I would call thea back. I theu tried to 1'88ch ~. 

P.opl.es, Qe.ston, aud Captain Collina. They nl'e all out. I later l'eached 

Gaston and repeated what had been said, aalcing hill to advise llclloo"Dolds. Be 

uid that the President had not called him. lie &gl'eed that nothin(! could be 

done bef ore llondar. I theu called Cohen and eo reporled. 

About noon tiM on Suudq, Cohen called ae again and said there had 

betn a llieunderstanding as to wbat Stettiniue bad suggested to the Presi­

dent. All be wanted waa that contracta be let aa eu~ u poaaible , with­

out discrillillatiou 8liiOllg the companies , ao that wage cute could be avoided 

b)' an iDprovement in the ateel hueinesa geue~. I told Cohen that I 

.. ould paaa tb1a on. I waa uot able to l'each llo&yuolds or Gaston br tele­

,:bone Sundq, but ga,.e this turlher aeaaage to llcReyuolda this morning, 

• 
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.A:lv%d June 24, 1938 

11:)5 

"" __.._'""'• ~•• ouon: ··~ 

!!on. Henry llorgent!lau, Jr . , 
Seor etary of the Tre~o ury, 
1fath1ngton, D. 0 . 

G'BR 

I tAke pleaoure in giYing you our regular week-end reoume 

to llr, Rentschler, ao foil""' ' 

Buoineoo oentiMent oheorod by o~rpneoo of otook 

and o......adlty ll&rkot uptowu. llhlle obort oovorlng undoub~­

odly a great factor in speeding ad~no e , baoic o~uoe prob­

~bly iMproYod oh~ing of business lndoxeo which ~r• holding 

better than expec ted . Steel operation• uoually drop during 

Juno but ~ve rioon slightly on miooollanoous order• retleot­

iog reduced 1nYontori ea . Steel men lee no great impro•o~nt, 

but ~e more cheerful . Cotton print oloth sale• thlo week 

equal to a month' • produotion or more1 rayon• aloo bettor . 

l'le fool thll improvement , together with r educed retail in­

Tontorieo, and govo~nt oponding, l ndi cateo Pall pickup in 

oonoumor goodo lineo practica lly oertaio. Situation, how­

ever , otil l cloudy in 1\md&mental roopeoto, Caution doolr­

ablo until ~bllity t hio i rnproYeaont to hold fully demonotrated. 

Auto20bllo people feeling bettor than •onth ago but not ••ry 
opti10istio. Salu trend about oeaoonal. Shutd"""' tor o~ngo­

oYor to new modolo in July and Auguot will &Yerage t hree weeki 

longer than l aot year, Building figurco flrot ~lf Juno up 

oontra-seaoonally from Yay but 17 per oont under laot year , 

Think reaidontial award• wil l make enoouraging oomparioono 

from hero on. Bond prloe• firmer all oeotiono though Oo•­

ernmento 1\lghtly eao1er, Bank earning aoooto ot111 de­

olining, but turn probable next month , 

Reopeottul l y, 

o. B. Robert a, 
Yioo Preo1dont 

• 
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TREASURY DEPARTMENT 

tNTD on"'e& QOMMUNtc:ATtoN 

•••• June 27, 1931! 

,. secret ary Morgenthau 

tiiOM 
.~r. Wb l te 

su'ojec t : Pl an to p romote the monetary a nd i ndus t r ial 
u se t or s i l ver and t o make important use ot 
GOrM• of our sllve r a ssets. 

1. .. e r , t .lc cd 1'.'1 t h the tollow1 n cor:~b1na t 1on ot c1r c un:­
~~~s •· t .. r esl?ect to si ver: 

(a) One b y one c oun t r1eE whos e mo~P tary stock s 
s1sted i n pa r t of s i l ver are 0radually di eposi ng of 

,, r 1r s1lver holding s . T!'.e Uni ted St ate s wil l e vent uall y 
be tte only c oun t ry ( a side trom Cuba) having s ilve r as a 
~1 1 n1flcvnt pe.rt o f its :nonetary s t ool: . 

(b ) The Un i t ed Sta tes is accumulat ing a stock of 
cllver 1n wh i c h t r.e r e 1s ab sol u te l y no pr ospect o f d i s ­
ost l of any lari!,e porti on of it in the f o reseeabl e 

ruwr e . 

(o) The re i s a 6itation tha t we c ea se buy i ng ~orei£0 
•ilver . Th i s a 6 1tation can b e expe c t ed to i nc r ease as 
j ~ sllver ct o cl:e ero'l' t:nd a s tl18 poor pr o spe c t s f or eetting 
rl~ of ,,:- c r our s t ock s bec omes Clor e ep:>arent t o t t_e public. 

(d) : h e attai n:aent of ~! e ob j e c t i ves o f the S1lvE' r 
. rr t .E Ac t 1s mo:-., r e .n-:>te n.c.n e ver: ( 1) v:e are doing 
~cttin0 to p r ocot e the monetar7 u ee or silver among otber 
-. · io •s i n tr•e ... orld. On the contr ary, we a re help i ng 
.necu d ispose of t h eir monet r.ry s ilver . (2) The t or e lgn 
1·~c~ of silver wlll ceese to b e etabl e when we stop buy­

in!!. rllver. (3) -;;e a r e not making use or ou r s 1lve r 
r~\ nlor::.c;e . ( 4 ) The r e 1s no near pr o spe c t of r each ing 
tle 25 per cent ratio called f or . 

I n r etros pect, t he silver pu r chase policy or t h e 
~oosevelt Adminis t ration is i n dan~er of ge1ng down in 
· le.or y a s a c omplete f i asco . 

' 

' \... 
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2• can we do an.:rthlng at:out it now? 

we think there is a possibility of evolving a plan which 

-.111 induce some foreign countries to Join 111. th us 1n an ettort 

; 0 establ1sh silver as a permanent part or their reepectin 

110netnrY reservea . lfe believe that something lUte the plan 

pNnoeed below could be adopted next Spring after the ground 

had. been prepared th18 :rear. The essentials or til! prooosed 

pl.M have the following merits: · 

(a) It would serve to extend the monetary use of 

silver among nations in the Americae. 

(b) ~t would promote greater use or silver for 

industrial pu.-po~ ·so ·• • 
~-

(c) It would provide the machinery through which 

economic ase1stanoe to Latin American countries can be 

provided without any real cost to us and without further 

Congressional action, thereby accomplishing the dual 

purpose of: 

(1') Checking the development or commercial 

and political ties with anti-demooratic coun­

tries, and 
(2') Increasing the fc reign trade of those 

countries with democratic countries. 

(d) It would extend and strengthen the dollar bloc. 

(e) It would provide some protection of the value 

ct our large silver holdings. 

(f) It would stabilize the value of monetary silver. 

(g) Its adoption would mean that the Silver Purchase 

program or this Administration could not be Justly regarded 

ae a fa ilure but r a ther ae an instrument in attaining desirable 

objectives towards which we are now beginning to move. 

3. The eseentials ot the plan ar e deeigned to provide: 

(a) Certainty that 1110ne tar:r silver can be sold at a 

fixed price a t any time in the future . 

(b) Certainty that part at leaet or the newly mined 

silver can be disposed of at a fixed and reasonable price. 

(c) Facilities throug.h which certain countries can bor­

row silver, when the need arises, tor use a1 monetary reservea. 

(d) Arrangements limiting the a110unt of 110netar:r e1lver 

stocks in the .,rld. 

• 
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c~ly the essenti al charac t eristics or t h e p roposed bank are 
out l1r. ed t n the r ollo.-ing pc.ra graphs. For obv!ous r eas ons, d18-
01.: 1o~ of tr.e or gan iza tion , co ntrol, and technica l detl!l1le awa i t 

your ;>rPll•ulnary eva l ua t ion o r t he general idea. 

''cr Lil'rctical a nd poll tica l purpose s it would b e beet to 
11 ... .1:· r.:·t•c1 a t1on t o countrie s 1n te e Amer1ce. c -- a t l e e.s t 

r • ~: c :1..;~ bei~g. 

:t H n~t nec e ssa r y to have e ll the American c ountries 
e:•t1c1-p tP . T•·o or ~hree cru n tri es would p r ovi de a sui t able 

b~s1e :"c s:· O~Je ra tion . 

:; . ;~.- ~t1-.rs of part1c h ation 1r. the oropo s ed bank: 

(s) Eac h per t i c t pati ng ~overnment to a~ee t o ma1n­
'sl:: ~:. • r e-d e t er.:11n ed mi n i mu m propor t i on or a mi ni mum 
r.bsolute rmoun t - ,r!11ohever is lower - of it s mone tar y 
stock (~old, e1lve r, fore1 E,n exchange) in tm form o f s11-
·er (vPl ued at the equivalent of s ay , 50 cents an ounce), 
~e , ropor t 1ons and amounts t o be deter mi ned i n t he light 

·r pro&e!1t hol d1ntiB and present output, e t c . of each c ount ry. 

( see Appe ndix I ) . 

(b) The Tr easury of each country t o ~~ve a monopoly 
ol' t he pur cha se a nd sa le of silver. All s i l ve r bull ion or 
"O l n exported ..,;o o r i mported from f oreign c ount r i e s (whethe r 
LE ~one tary silver or i ndustrial s i l ver ) t o be rurches ed 
•:d ~old th r ough t l'.e ba nk. 

( c ) E~ch coun try t o add : o its mone tary stock o f 
r1 l ve r a p re- a b7 eed upon amount each year (e . g . a pre­
~e t~rmined p roportion of its previous nat i ona l ou t put 

£Pe A~~ndix II). 

(d ) Each part i cip a t ing governmen t t o a gree that all 
sllver exceut amounts designated as monetary silver shall 
be re~erded a s non- mone t a ry s ilver. 

(e) Each participating govern ment to a gree to accep t 
ln unlimited a mounts monetary sil ver in se t tlement. of inte r­

ne ~101'1 Pl a ccounts. 
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( r) Loan a made by t he banlr. to be made only to 
nertlolpante and only at low ratio ot interest. The 
i.oans to be :na.de in monetary silver (in the mos t con­
ven1cnt torm1 i.e., earmarked silver or special silver 
certif1~ate& / P.nd to be repaid in monetary silver. 

6. Power s of t he bank: 

1. To ~e loans i n monetary silver. (Repayments to 
be :taG e i n mone te.ry silver) . 

2. To ~intain a reeea1•ch start t o r th e pur~ose or: 

~
a) Pr ocoti ng industrial uses or silver, 
b) Encouraging monetary usee t or silver , 
c) The collecti on , compi lation and publication 

ot ma terial pertinent to s ilver. 

J . To ma i n tain the necessary accounts which will provide 
tt• .achinery of control tor segregating ~onetary silver 
rro~:~ i ndustrlRl s ilver. 

4. To or tianize and maintain a world silver market and 
to ~ot as the a gents tor all part1o1pat1ng countrie s t or 
.J.e l)l lrohaae and sale or silver. 

) . co cc t kS a clearing house t or the t ransfer of 1nter­
~e :i onal payments among participants. 

1. ~ls .ro o sal involves the mod1f1cat1on 
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,. r~ :,ct. t s pose e, owever, o n r uce • ;e propos 
'~ : . ut mod1tying the Silver Purchase Act, but ~ arrangea:enta 
L_err:ed aoove Y:ould have to be sooewr..s.'; altered and the pr o-
-t l , . .,1ld becoa:e more compl i ca ted. 

!f ,he ~<;" neral idea has merit, thr r e are several things 
· . - rhoutd be clone v-hile developing the prors p.l. These pre­
ll"liM!'Y eteps include among other ';t.inge (a keepi ng the '!)rice 
o: •. , •lt.n silver from falling, {b) reduoing the price of 
d~rr.eE tlc ai l'ler as soon as it i s politically feasible. 
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REB 

SEcrEtary of StatE, 

Washington. 

564, JunE 27, 6 p . m. 

FOR TREASURY FROM BU'!'TE~RTH. 

GRAY 

London 

191 

DatEd JunE 27! 1938 

Rtc 1d 2:20 p . m. 

MovEmEnts on thE f orEign EXchangE markEt wErt withou~ 

significancE txcept that th£ dollar was i nclinEd to bE 

strong on th£ publication of thE May figurEs showing a 

substantial ~rioan Export surplus . 

280 bars wErE dEalt in at gold fixing but it is 

noteworthy t hat at on£ timE 1n thE oours£ or tbE fixing 

200 bars wert on o!fEr with no taktrs . 

KLP 

CSB 

... . ~· """"""" . 

JOHNSON 

... 
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PARTI.f.L PARAPHUU 01 TILIIIIWI QOKIVED 

J'ROM: Alllerioan lillbaaay, Parte, !'ranee 

D.t.TR: June 27 , 1938, 5 p.m. 

NO.: 1008 

FROK COCHRAN. 

192 

French control aPParently pined fair lll:IOUDt of 

sterling today at 177 . 90 to .91. One Paris American bank 

operated for control buying belgas prellllm&bly required to 

meet French railway maturities abroad. French rentea up. 

Yesterday's JOURJIAL On'IOIJ:L announced inoreaae in 

rate of interest on two-year national defenae bonde from 

a. 75 to '5/.. 
Same JOURNAL OFFIOIIL published a decree r elating 

to the 2,278,000,000 francs of 4~ 1937 on&-year Treasury 

bonds which mature August 5. Under this decree holders may 

exchange their bonds from June 28 to July 15 into one-

year Treasury bonda b8&l'ing interest payable in advance at 

~- An official coUIWlique etreeeee that thoee who p resent 

their eecuri tiee for conYers ion 1naediately will thus receive 

an additional 38 days intereet. 

Necessity of increasing interest ratea on liational 

defense and one-year 'fre&llllf7 bouia auggeate tb.at -.rkat 

neede 110re e noourag•ent to provide the abort- term tunde which 

t he Treasury requires. Furt~ermore, the oonYeraion operation 

reveals reluctance to undertake long-termr'Operat1on in preaent 

oir OWIIatanoea. 
I ha4 

• 
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1 bad lwaoh t~ w1 ih 81:r Oiio J1eiM)'e:r, wbo Ull4er­

st ood t he French were a Uiile ao:re eoou:raged OYer ihe1:r 

situation einoe ihe acljouruaeni of pa:ru ... nt . But he 

inurpreted the inte:reet :rate chang .. • eiioned abo't'e ae 

a.nything 't:ut a bull point. He wondered wheihe:r ihe T:reaw:r)' 

might not again be 1 n ee:r1oue d1ff1ouli1ee by Ooiobe:r. 

BULL I!! . 

-
~SAG I . 
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PARTJ.lL PARAPHRASE OJ' TELmiU.K UOIIVED 

FROlol: aeric&n llillbaeey, Paris, France 

DATE: J une as, 1938, 5 p.m. 

110.: 103) 

t1l. Ol! COCHIWI • 

At noon today I talked with the Bank of Franoe. 

The inactivity of the exchange market waa emphasized by 

er friend . Nothing waa being done by the contr ol. 

He said it was t rue that very ohortly the French Gover n­

ment would issue a decree authorizing open market opera­

tiona by the Bank of France. The idea had been opposed 

by tho Blink of France, he said, as t hey did not fool 
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that the present time was propitious to introduce thia 

policy, The Ban1t said that the Goverlllllent and t he public 

will be disappointed in its reeul.ts , and that any lack 

of euooees will be blamed on the Bank. However, apparently 

the Prime lolinister i o convinced that t his plan, the technique 

of which is new to him, is just what hie pr ograc baa lacked 

and tha t the trend will be t urned by ito inauguration. 

This afternoon Paris-American Bank purohaeed oeYen 

million more be}8aa for Frenoh railway payment. Bwiu 

have b een selling t hree months French f r anca and absorbing 

ster ling which otherwise would have gone to the Frenoh 

control. 

I had a talk wi ~ Dean Jay of Morpna. He gave me 

tba 

' 
• 
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t he following expliUI&tion 1D regard to pla.ne under way 

for establishing a disoount company 1D Parie.· Some months 

ago !.!organs had dhoussed the need tor a second dieoou.nt 

bank w1 th the Bank o! France; the Banque de Pa.rie et pays 

Sas aloo becee interested 1D this and recently approac.hed 

l.Iorgano; Lnzarde was then drawn in. These banks would have 

drawn in the Banlt of Indo-Ohina also, but the enviaaged 

operntiona would not. be per mitted under its statutes as a 

bank of issue. J. separate co!2!p&Dy is being formed by these 

three banks witb. a oapito.l of 25,000,000 French france, 

perhaps one-half to be paid up. The pol1o1es of the new 

institution will be guided principally by !.!oreau and OUdot 

of the Banque de Paris et Pays Bas; the bank1 s disoount 

man will become the general manag-er . 14orga.ns1 member of 

the M!lil&ging co=ittee of three will b e Bernhard Carter . 

The Parisian Rediscount Company is the one other ineti tution 

of this sort, established ten years ago, and it has been 

successful . The participants in the new institution believe 

that the ~snob market should be helped by it . 

END lll:BSAGJ:. 
BULLITT. 

i:l:Ln 

• 
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,I.G::llrsl 
?to;Jle& : Good morning, sir, 

June 28, 19;58. 
9:21 A.U. 

H. ::. Jr: Ho" dJ.d the meeting go yes t erda,y? 

~ : iihy , Hr. Secretary . 

!1 • •• Jr : Yee . 

" : There w~ts n:> meeting. 

~ - Jr: There wae n? ce~ting. 
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• 

P: 

"! . •. J -· . . 
{o sir, it was postponed until 8 o ' clock tonight -­

:>h . 

?: •••••• to be held 1n the homeo! Judge Arnold out 
a t - well, out ne~ Bethesda . 

H. ·• J r : I eee . 

P: And , so ther e wae nothing to report then. 

H. '' Jr: I see . w.,nde r wey they postponed it? 

!!. .. J r : 

~ : 

I don ' t know. 

Well -

I had a t~l~ with~- OllphPnt. He didn't seem 
to ltnO'I! e 1ther . 

... ... Jr: Uh huh. 

? : And so 1n other worde there's nothing. They 
rea lly heven ' t start ed yet . 

l!. ., Jr: Right. i'Tell --

? : I ' 11 be ha:;>PY And make u :> thie t 1r at thins 1n 
the morning . 

~. !'. Jr : Righ t . That memorandum reoor t . The psreon!!l 
rep~rt. 

? : RlEht . 
~ .. J r : I told -
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llobody will know anyth1118 ab?ut them. 

H. ,. Jr: 1'h8 t' s .right.. Uow, I told Arnold that - he 
wanted to know who I wanted a t the me etings - and 
I told him tha t I wanted both or you. - Hello. 

? : Yes , l!r. Secretary. 

:1. Jr: And, if there ' s W~Y- if you t1nd Mybody trying 
to elbow you out - l et me know, will you? 

P: Ye s , :.!1·· Secret a ry. Oh , bless your heart. 
Thsnk you. I'll hM dle it d i plomatict>lly. 

"!. . • Jr: We l l , if ther e 's 8.Nf e l boPill8 being done, let 
me know. 

? : I w1ll sir. 

• :;. Jr: All rigllt. 

? : I'll be very happy to, Mr . Seor et Fry. 

::. ·· J r : 'Vell, I ' m c ounting on y ou t o see thQ.t I d on't 
get into hot w~ter- I mean the Tr easury . 

? : That ' s right . I quite understand tha t, e1r. 

"' J r : Because , after a ll, ee I see , the Tr easury, 
?te 1r e her e t o collect the r evenue, to protect 
the r even ue, and a l so to be a central purchAsing 
agency. 

Exac t ly so . 

J r : But ~e 're no t sup~osed t o be a ; rosecuting agency. 

? : Exactly so. 

· . .. Jr: J..nd I wP.nt to keep tha t in mind a t all times. 

?: Ye s, Mr. Secreta ry • 

.. . .• . J r : Admira l, ho" e r e you getting a l ong "ith your -
as a second- hand clothe s man? 
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P: 

H. :J. Jr: 

?: 

H. u. J r : 

?: 

H. .. Jr: 

?: 

H. !.! . Jr: 

?: 

H. L: . J~ · 

P: 

- 3 -

Why - I gave UcReynolde, yesterday afternoon, the 
f orm or the circalar. 

Yes. 

They started trom scratch - Collins - and he 
took over with him to New York - -

Yea. 

Three o! h ie beet people. 

Yes . 

They started trom scr atch Wednesday ~orning. 

Yes . 

'"lth a clean slate. They had a meeting ru-st 
o f the peo?le who will do the inspecting. 

Yes. 

They 're selecting man - some practical men trom 
Sears Roebacke, The Hab st ores of Uinneapolie, 

end - and Penny and then they - - on. Thareday 
ther e was a farther meeting of about 35 repre­
sentPt ives of all of the manafactarers and 
they - they were - Collins wee particalarly 
icpreaeed with the s pi rit of honest appreciation 
?n the pert of all of these people, to pla,y 
the game end come through end hel p patting 
this deal over. 

H. ~ . Jr : Uh huh. 
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?: And the resalt or that 
of the - was prepared. 
of the circular 

meeting - the - the cirCular 
Of ooaree, the pretention 

:! . ..l , Jr: Uh- \'fell, I don ' t want 

P: Was to find out defini tely 

H. U. J r : Let me interrupt you. I don ' t want - I Just wanted 
to know whet her you're getting along nicely. 

? : Oh, bless yoar heart, llr. Secretary, we ' re comi ng 
al ong marvelouelY well, 
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Jr: But on that o t her th1ng. On that twel ve 
o1111on that -

199 

That ~welve mi lli on, e1r, there hae not been a 
single question so f ar. Pe ~on ' t anticipate any. 
The bide are goi ng to be open tomorrow - Wednesday . 

P. .. .. Jr: Yes . 

?: 

" 

P: 

- . 

? : 

P: 

P: 

Jr: 

Jr: 

"'e ' l l get some telephonic reports, etc . and I ' ll 
be glad to l et you know eomet1me l a t e tomorrow 
afternoon. 

All r!ght . Now, does Hopk'me Mlt for 8tllY core 
rush orders? 

Oh, I haven't heard tha t -

!mean, there's no~hlng in addition to that 
twelve m1111on? 

;<othlng spe cial . 

J r : All r 1e;bt. 

This last rush was a maee of odds and ends , 
tlr . Secretary . 

Jr: I see. 

lioth1ng epeclal, e1r. 

Jr: I see . All rlgbt, Admiral, carry on . 

Thank you, ~r. Secreta ry. 

H. .. Jr: You're ~elcome , sir. 
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GROUP I(EE'1'ING. June 28, 19J8. 
91)0 .... Ill. 

Present: 

H.ll. Jr: 

lo!r, Oliphant 
l(r , Gaston 
l.lr . Haas 
llr. Upham 
l4r, Lochhead 
Yr . White 
Ill'. Bell 
llr . llcReynolds 
llrs . Klotz 
)(r , Gibbons 

O. K. Kac? 

ll 

!lcReynolds: (Nods "Nothi.ng .") Nothing more. 

H.M.Jr : (Nods to lo!r . White . ) 

White: 

H.!.!.Jr: 

Wh1 t e: 

H.ll.Jr: 

White: 

H.r.t,Jr: 

White: 

H.l.l ,Jr: 

We•ve been working on silver ideas . We•ve got 
something that I t hink i s pretty original. I ' d 
like to have a chance to talk with you before 
this man comes here . It may have sbme bearing . 
- Supposed to be coming tomorrow. 

Tomorrow. 

If you could save five or ten minutes tomorrow .... 
You wouldn't be ready today? Well, come in at 
ten o 'clock tomorrow, you fellows. Siam. 
(To Wrs. Klotz:) They want a lit tle time ahead. 

Then, this Swede is coming tomorrow for lunch. 
I thought 1f you could save ten or fifteen minutes 
sometime tomorrow mor1Ung1 I ' d like to tell you 
something about it - something about Sweden. 

You•re invited for lunch. 

I mean, before then. 

Well, notwithstanding, you 1r e still inVited for 
lunch. I think - let's see - I ' m going to the 
dentist tomorrow - I ' ll work it i n sometime 
to110rrow. We' ll stay after Si lllll, and I 1ll give 

' 
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White: 

B.l!.Jr: 

Lochhead: 

H.loi .Jr: 

- 2 -

you a shot at Sweden. Bow•s t hat? 

All r ight. 

Save you t en to eleven. We 111 go f r om Sweden to 
Siam and back to Sweden. 

(Nods to Mr . Lo~hhead. ) 
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Speaking of Spain - that shipment of silver will 
arrive here, pr obably on Saturday morning - the 
second shipment. We have everythi.ng I think we ' ll 
set up on i t . 

(Nods to Mr. Gibbons . ) 

Gibbons: I ' d like to see you a moment afterward, about Senator 
Wagner calling about a fellow he ' s interested in. 
It will just take a minute. 

B.li.Jr: 

Upham: 

B.M.Jr: 

Uphru:l: 

B.ll.Jr: 

Upham: 

B.li.Jr: 

Sure . 

(Nods to Mr . Upham. ) 

The Export-Import Bank wants to extend a ten million 
dollar credit to Italian banks, ••• • 

(Mr . Bell comes in. ) 

• • • • • t hrough Chase Bank, tor the financing of 
shipments of wheat to I t aly, and the Export-Impor~ 
Bank submits it t o the Tr easury, the State Depart­
ment, and Agr iculture tor aay objections that they 
uy have , and Mr. Warren Pi erson, who has let t , 
asked me to submit it to you, and • .•••• 

Well , I am amazed at that because Mr. Bull br ought 
t hat up at Cabinet and it was turned down. 

It was? 

It was turned down at Cabinet. 

llr . Whit more called me last night . Be hasn't found 
out about that yet. 

I tell you what we ' ll do - I ' d t ell them • ' ll be 
guided in this utter by whatever the stan Depart­
ment decides . See? We ' ll be guided by whatever 
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Opham: 

R.li.Jr: 

notz: 

H.li.Jr: 

- ) -
the State Departaent decides . Seet Because it was 
brought up - ab - Wallace said that aa a aeaber or 
the Cabinet he ' d vote against it; as Secretary or 
Agriculture he was for it. I aa willing to abide 
by whatever the State Department decides . 

All right . You have aey luncheon plans today? 

(To Mrs. Klotz: ) Rave we heard? 

(Nods "No .") 

(Over telephone. ) Call up ••• •• • 

(To Mrs. Klotz. ) You do it, at ten o'clock. - No 
hurry. (Mrs. Klotz goes out. ) 
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(Over telephon~ All right - Mrs . Klotz will do it. 

(To ur . Upham: ) I ' ll let you know in a couple 
minutes. 

I have a long five-page letter here from Eccles 
which I want you and Gaston to analyze and help me 
answer . 

Upham: Better let me answer i t for my own signature. 

R.l.I .Jr: I wouldn' t answer it -I want notes for the next time 
I see him - tive pages . 

Oliphant: He gets started to talking to the stenographers, 
apparently. 

R.l.I .Jr: ~? 

Ol.iphant: He must get started talldng to the stenographers. 

R.M.Jr: Well , there are tive pages here. 

(Nods to Mr. Haas.) 

Baas : Lost some skimmed milk. 

H.J.t,Jr: A.ny tobacco? 

Baas: No, I think they will lay ot t. Those bags, I suppose, 
are package aater1a.l . 
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E. ~{ .J'r: 

Raas: 

H. r.! .Jl': 

Lochhead: 

B. J.! . Jr: 

Oliphant : 

H.:t.Jr: 

llaas : 

H.:t. Jr : 

Haas : 

H.~\ .Jr: 

Bao.s : 

a. ~t . Jr : 

Haas: 

R.:.I. Jr : 

!!:las: 

H.M. Jr : 

- 4 -

What is this latest thi.ng about buying pots and 
pans? 

I haven't heard anything. 

It' s in t he paper . 

Yes, it was in the papers, about buying pots and 
pans and distributing them. 

Maybe t hey found they can ' t bake . 

That ' s to cook t he food t hey don ' t have . 

(Nods "Yes . n) 

Dr . Par ran has made a point that many of ~hem didn ' t 
have equipment to handle t he stuff . 

What? 

Dr. Parran has pointed out that many of t hem didn ' t 
have equipment to handle the stuff . 

What else, Geor ge? 

Nothing. 

How' s the weekly report? 

It looks all right. 

Looks all r ight? 

•••••• •• based on historical data , we can expect 
a reaction - and this July Fourth period - usually 
you get quite a let-down over the week-end, and 
it looks all right . 

George , I see in the paper today a release from the 
Federal Reserve t hat on inventories of department 
stores - do we get that? 

Haas : Uh huh. Once a month. 

B.:J. Jr: You throw t hat into this? 

Haas: Uh huh. 
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Do you have any time for this or not? 

Ah- I don't think we have commented on the rise 
in the retail sales. That l ast week was one of 
the best weeks we have had since back in April. 
I have included t hat; I've got a figure there on 
the analysis of inventories which you will find, 
I t hink, very interesting, but it ' s not t aken up 
s eparately. 

At least that's on the good side. 

That ' s r ight . 

What else, George . 

That ' s all I 1ve got. 
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H.!.l .Jr: Huh? 

Haas : That ' s all I've got . 

H.J.I. Jr: Herman? 

Oliphant: Her e ' s a memorandum that you can reed sometime 
when you ' ve got plenty of time. There ' s no hurry 
about it . It ' s important, but of no particular 
hurry. 

H.l:!. Jr: All right. 

Oliphant: It's a misconception he' s got . 

H.M.Jr: 

Oliphant: 

You a sked me to hold that letter ~e had from t he 
Attorney Gener al, passing back that pl an for uniform 
handling of tie bids fpr a good while . We ' ve hel d 
it a good while, and her e ' s a letter which puts it 
back in his l ap, ~here I think it ought to be. 
It ' s his r esponsibility. 

I didn't know I asked you tol hold it . Did I? 

Yes . You said "Take pl ent y of t i me." The plan 
had been worked out; everybody had agr eed to it, 
and everybody was very happy about it . When v1e 
went over there we thought it was all finished , and 
t hen he makes a.nother suggestion. 
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Have you seen this, Wac? 

No. 

Supposing you and Peoples take a look at it, and 
if you can give me twenty-four hour service on 
it, it ' s all right . If you can give me a report, 
I'll sign it tomorrow. 

O, K. 

Dan. 

I just wanted to let you know that we ' ve 
received from the Secreta.ry of State, about our 
certification of about nine million dollars in 
awards to the Uexican Claims Commdssion, in 
favor of American nationals, and I don't know 
what the agr eement is , but I believe that Uexico 
agreed to pay about fifty-seven per cent of those 
awards , maldng about five million dollar s due 
to the American people . They've paid two million 
dollars, which we have in a trust fund and t hat 
leaves three million dollars to be paid, over 
six years , - five hundred thousand dollars a year , -
and v:e •ve got to start working on those claims. 
We're taking on three or four more people and 
we ' ve got to put them in the corridor up stairs , 
so if anybody, walking around and sees some desks 
in the corridors •• ••• 

(Laughing . ) That was f our years ago, when I was 
young and enthusiastic . Now, I'm a Government 
employee . I don't mind going alons and seeing 
an inch of dust on the floor . tLaughter. ) 

\'/ell, I just wanted to let you know we were 
having to take on some new people. 

I haven't seen old Mac ~augh like that ••. .. .• 

Vlhat else, Dan? 

Can I see you sometime today on those figures? 

Sure. Let me see - ah - how' s eleven o'clock 
suit you? 

Fine. 

• 

Regraded Uclassified



R.!I.Jr: 

J(lotz: 

H.I.! .Jr: 

Oliphant : 

H. !A.Jr: 

Oliphant : 

R.1t.Jr: 

Oliphant: 

!l.U.Jr: 

Oliphant: 

H.!.!.Jr : 

- 7 -

Down at eleven, Mrs . Klotz. 

Oh - I was dreaming . 

Vlhat I'd like to bring up here - I'm sorry 
Gaston i s not here, because this thing kind 
of disturbs me - is this thing of Corcoran 
calling up the Treasury and talking for t he 
President. Now after all, I don't know how many 
other peopl e he called, but as far as I ' m con­
cerned, and I should think that as far as you 
(Oliphant) are 'particularly concerned, t hat 
when Mr. Corcoran or Mr. Cohen call up and 
say they are talki.ng for the President, the 
answer is very simple . No matter what the 
sub j ect is, that as far as we are concerned, 
Ur. Corcoran and !.!r . Cohen are not attached to 
the White House and I am terribly afraid - I mean, 
I 1ve read this thing--that you•re giving it 
added weight t hat somebody might do something 
which would get me into great difficulty. 

206 

I made it perfectly clear to him - I just commented - • 
I 1d be much reli eved if t here was some way t o 
regularize that . 

It's ver y easy, I think; it 1 s entirely up to you. 
I think the next time Corcoran or Cohen calls 
you and says he's talki.ng for t he President of 
the United States , say, "I ' m very sorry, but 
if the President has any message please have him 
or his secret ary communicate with t he Secr etary . 

I am glad to do that, if it' s all right with you. 

After five years I think it 1 s 
that that's the thing to do. 
Friday night • • • • . 

perfectly obvious 
• • • • 1f by 

Saturday - lat~ Saturday aft ernoon. 

Yeah. But by Sunday they had changed - supposing 
we had gone ahead . 

I tried to put them in contact with Kac . 

lf they should call lole.c or Gaston or anybody 
else - until the President of the United States 
tells me that Tom Corcoran or Ben Cohen can talk 

(Mr. Gaston comes in. ) 
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for him - I - he ' s still on the R. F. c. pay 
roll , and Ur. Cohen is on Ur . Ickes' ~Y roll, 
and as f ar a s I am concerned, Her man, I should 
think after five years you' d r ecognize t he f act 
that Mr. Corcoran or Mr. Cohen have no aut hority 
of any kind to talk for the President of the 
United States . 

When the President wants to t alk he calls 
Herman or Gaston direct - he knows how. When 
I am in America t here i sn• t anytime within an 
hour that the President of the United States 
can ' t reach me . I take the greatest car e to 
l et the Whi t e House opera tor know where I am -
always . I can always be reached . There is 
al ways somebody at the White Bouse who knows 
where I can be reached. 

I happen to know quite a lot about this business . 
If we had gone off on v:hat Corcoran and Cohen 
said, we ' d have f ound ourselves in hot water. 

From my standpoint, it ' s a new answer . I've 
always proceeded on the assumption - aside from 
yoursel f , everything from the White House i s to 
clear through McReynolds . 

I don' t know whether Corcoran calls up Dan Bell . 

No, but I get those messages from t~e to time . 
I don' t act on them. I had one yesterday - a 
l ar ge project came through W. P. A. f or setting 
up a movie project - m&<ing moving pictures -
and I asked "How come?" They sa id, "The President 
wanted i t ,n and t here was no indication on this 
memo t hat the President wanted it, and we eliminated 
the projec t . 

I should think, after five years, we should know -
if we •re goi ng to let Tom Corcor an run the Tr easury 
we ought to let him come on in here and run it . 
Any call. f r om Corcoran or Cohen- as far as I'm 
concerned, they are working for. the R. F . C. 
and Ur. Ickes . After five years, I don't see 
why the Treasury should be t aking orders from 
t he President via Corcoran or Cohen - or suggestions . 
If the President wants to reach me, he knOWS 
where I am - or, as he did Friday night - call 
Herbert Gaston. 
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Wl\Y Corcoran and Cohen should be calling up -
and this is the second time - this whol e mix- up 
about two or three weeks ago - and no sooner do 
they do it than Al sop or Kintner or somebody, or 
Franklin, knows ahout it . I don ' t know how 
many times it has to happen before we recognize 
the fact that t hese two gentlemen, a s f ar as I 
am concer ned, ar e - just don ' t exist, and I 
t hink whoever t hey call should be very pol ite 
but firm and simply say they were very sorry but 
we don't recognize Ur . Corcoran and Ur. Cohen as 
an authority "mouth-piece" for the President . 
And I think \1e will all save ourselves a lot of 
trouble . Don' t you (01.1phant) agree with me? 

I certainly agr ee v:ith you . I V/Bnt t o make 1t 
perfectly plain, f rom my standpoint, it ' s a new 
answer to what your outstanding orders were, 
that any communications from t he ffhite !louse -
t ha t contact i s all through Wac, and all I ' ve 
done - everything - anyth1n& of that sort, is 
to try to channelize it to Mac. 

But why not simply tell them, when they call up -
"I ' m sorry - terribly sorry, but · ·· ·" 

That is a ner1 order you are setting up now. 

We went t:n-ough t he same thing "'i th i"ranklin 
when he was doing it . I 've just taken it 
per fectly for grant ed . When Corcoran cal.l s up, 
t he person just shrugs his s houlders and says, 

"I'm very sorry. " Do you (Gaston) think I'm 
right? 

Yes . The normal thing I would do 1f any of 
t hose people called up - if t he request is proper, 
I ' d undertake to give them what they wanted. If 
t hey give instructions, I'd tell them, "I'll be 
gl ad to tell the Secretary what you have told me." 

That ' s just the difference - if that ' s t he way 
to do it - to get it to the man worki ng wi th you. 

No. This clears up - if Tommy Corcor an calls up 
again, if you can simply say, "If you have any 
co~nunication, please get in touch with ~. 
Uorgenthau direct." 
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Well, t ha t ' s n lit t l e difer ent - t hat' s fine . 

That ' s a litt l e differ ent. 

Herm:ln, I can t t put it dov:n - wh:!. t I ' m sayi ng 
i s this , to you or anybody el se, and I can' t 
~Tite it out t hat I ' m saying t hat as f ar a s I 
am concerned , or anybody connected wi t h me -
pleas e don ' t star t anyt'tl.ng on the wor d of Tommy 
Cor coran or Ben Cohen, as t ar a s the Treasury 
i s concerned . Tur n t hem down any \'IO.Y you want -
don ' t bot her L~c or Ga st on o.t night and ge t them 
all bothered about s omething t hey s ay is a mistake . 
Do i t very pol i tely, but firmly . I ac simply 
saying they don' t exist; th~t • s all . Each 

ZU9 

person wil l have to handle it the Sa3e way. Bell 
and I \'lent all through this t :Ung wi t h Jim:ny Roosevelt . 
Bell and I ar e still her e , doi ns our ~:ork, and 
as f ar as I am concerned, I do,n• t get any messaees 
fr~m Jimmy . I haven ' t tol d Jimmy Roosevel t to go 
t o hell or anythi ng el s e; I did 1t very ki ddi ngl y 
and poli tcly, but turned him down . You don ' t 
11ant t o sny, "L!r . Mor genthau said I am not t o 
t al !< t o you,• or s omet hinl; like that . Do we 
understand each other ? 

I t hink so. 

One of t hese days somebody •:ill f all f or one of 
t~ese thinss and I 'll be t he goa t . I don' t 
want t o be t he goa t . As a motter of f ac t , I know 
a l ot about t his s t eel business . One day t he 
Uni ted St a t es St eel - and the r es t of t hem - are 
t he enemies of socie ty, and t he next day these 
fellows ge t do1·.n anc'l want to ~iss t hei r bi g toe . 
And one day t hey do everythill!:: t h .. y can to !{iss 
t :1e1r bi~ t oe, and - and thoJy t lU.nk, on this 
ouestion of mononol y and or i ces, the proper pl ace 
t o do it ts t he beo&rt:Jent of Jus tice, am t hat • s 
.:here it • s been for five years and t hey hsven ' t 
done anyt~ing, and I ' m just not going t o get 
dr agged into it by the bac~ door . They can do 
all t he par t ies t hey want to do - t hink t hey ar e 
goint: to do something, and think every thing - and 
all - s hould be done openly and in the courts • 
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Herbert, I wonder if you and cy could sit down 
now and take this stuf'f that you have been kind 
enough to do, plus Eccles ' letter • • •• 

Yeah. 

• • • • and t he two of you, and then if you'll come 
back a~ eleven fifteen, if you could - if that 
isn't time enough we'll do it this afternoon, see? 
But I'd like it done the way this thing was 
done on this bank business - the new and the old -
I mean, if you could have a par agraph of what 
Eccles says and what I said, and then on the 
other side, i t 1 s correct, or it' s incorrect. 
He runs a whole series ••••• 

•' • - ..... 
I think there is more to it than that. I think 
that whatever is said you need to review t he 
whole history of this thing, leading up to 
this press conference that he claims about -
t here is a whole long file of various clippings. 

When would you men be ready? This afternoon? 

If you want a draft of a letter •• • • 

I am not going to write him. I am not going to 
write him, but I want it for me - a memorandum 
for argument. 

Well , I think • ••• 

This afternoon about three o'clock? 

Very easily; I think we could do it sooner than 
that . 

Let's put it down for three, because I have a 
young lady for lunch today. 

(Laughs) 

So I thought we ' d just l et nature take it's 
course and i .f they turn on the publicity depart­
ment all right, and if they don't, all right. 

Yeah. 
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I think so. 

I think the publicity depar tment is going to 
remain. 

No, no . I mean Miss Shirley Temple - she ' s 
going to have lunch with me today . 
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Couldn't have her in for staff meeting, could we? 

What I want to know is who is going to have the 
publicity, Will Bays , Ketr o-Goldwyn-Kayer, or 
the Treasury Depart ment . 

(Laughs . ) All right . 

I llant to talk to you, Kac . 

' 
• 
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