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1 confidential aeetin& of the lxeeuthe repreaentetina waa ~ld v.t tbe boH of 

u!J'IUI' Attorney General Thuru.n II • .Arnold at 8t00 P.ll. toni&bt. 

rreaent: Fro• Justice TburMn 11 • .Arnold 

• SEO "· o. Douclaa and .r. K. ~ 

• Go•erce R. C. Patter son 

• Labor I. Lubin 

• Federal Tracie G • s. Jl'arcueon and :s. L. Darts 

• Treaeury H. Olipballt and c. .r • Peoplea 

!'be purpose of t~ meeting was to diecuee in a general ~ aetbods of procedure prior 

tl:o official •eating w1 tb tbe sa lecislathe -~•· llr. .Arnold waa teaporary 

1114tice eubmittecl a len&tby aeaooranclua entitled •Outline tor cti-trust IDYestiption• 

lbe effect that the part wbicb tbe anti- trust dirleion or tbe Departaent or JUstice 

pla3 in the investigation conducted by the teaaporary ecoooaic coaittee pri&erily ' 

the adainistra tion of the Sheraan Act. 

Federal Trade Collllliaaion aublllittecl also for the qeoda certain subjects aucgestecl to 

oo•ered by that Goaiasion u tbe investication. 

Copies were diatributecl to each parson present for stncly and later ooneideration. 

Chairman suggested that other qancla should be preparecl by any enber, each -bar to 

1\unlsbod eitb a copy t~reot tor prellwlnary atwly. 

Cayqua or IIJoritx Coptrol 

'!he Cbairu.n broucbt up f irst t~ queation of unity ot action aa a solution of which 

IXpl'tsaed the rlew that tba aa,jority wte ehoulcl llonn>· I pointed out to llr. Oliphant 

th&t tho Treasury ehould not collldt itself to this view, and be aacle tbe nuestion that 

• cue or diaacr-nt ae repr .. utecl by M,jority aJ>d ainority rlna a Mttar of 

ebould be settled by tbe President inuwoh aa tba lxeeutin repreautatine 

represent tbe .&dainiatration'a point of rt... Tb1a waa a fortunate eolution of a 

ot III&Jor iaportance i n wq opinion because it leana tba TreUurT med.ow ot action 

"' aattera of pri~~&ry ieportance. 

Public Statee!!lte 

It •aa ~&reed· tbst no written or oral eteteaents be g1Yen by any inclirlclual .-bar 

<be Pt"us. Otficial releasee ehoulcl be e&cle by tM lxaeutin S.Cretary aJ>d the 

ot the CoM.ittee. 
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nta••••• 
It "' ocree<l that. persona a ppeerin& before the M.in co.altt.H should be by eubpoeD& 
IIi ust.IJIOI\1 given undu oeth. rurther, ~ written or oral eteteeent ...Sa by 

,nt.nee• abould be given to the pren by tbe COMittee ae eucb. Witneeeea ebould 
t.o have counsel , but counsel could eucgeat queetione onlJ" to tbe Co.alttee 

to be ukad . 
General coupoel [or Cosmittee 

It "" the •ense of the meeting tbat general counsel aa such was not neceasarYJ but 

10 
eounsrl ror any individual member the question 11115 s till left open. 

PtrHD•Pt Cb.&iiMI\ 

It 
1
os the seru~e of the Collllittee tbat Senator O'liaboney would malce an appropriate 

,,..o••t Chaircan, with Leon Henderson being asked to serve 1D the capacity of 

a.:f(!l'~l .. S~reWY· 
PublicitY 

~ publicity man should be hired, pr efer ably one acqueinted with governaent, and of 
o!Seretlon and diplomacy. This being an illportant detail the temporary chairman 

takt the matter up with the President. 

The Federal Trade Collllllission offered its two heari ng rooms in its new building tor 

It .-as arreed tbat the staff s hould be built up beginning with six experts, one from 

depart.nent. or agency r epresented on the Comoittee . 

''r . Arlll>ld and Kr. Douglas are to 
=-•r-et to the cenD&Dent cbainoanship. 
tt!! selection . 

have luncheon with senator o •JiahoneJ tomorrow with 
Confidentially, 1 t. appears tbe senator desires 

It 1a evident that the scope of the work is to be nry broad and extensive on ll&DY 
~rled and eo01plex problems. For illustration, while insurance control was not mentioned 
"' the Actlt wua believed highly desirable at the appropriate t ime to go i nto tbe subject, 
1•t t.oo enrly t o consider specific mattere as this tirat meeting wee intended to get 
lot ether nnd erys t.allize the J!lxeeuti ve viewpoint before t he meeting of the main Coui ttee 

hult. 

Tbe temporary Cheiriii6D had a stenographer present to record the miDUteB of t he 

!toting •hieh will be distributed as soon as reedy. 
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ourug lOR AJiTitl!UST IIIYISIIcaTIOH 

The part which the Antitruat Diviaica should plq in the in­

vestigation conducted h7 the TeaporU7 Bconomie~ Coai ttae pri.Mril;y 

COilCOTnS the adainietratioo Of the Sherun .let, this COYer& a hrO&d 

field and it 1a d.Urieult to Mke precbe Uait&tioaa. Coabin&tioaa 

111 restraint or tr&de are eftect&d b7 acreeunt, and also b7 the oper­

ation of l egal privileges given b7 a variety or laws . The variOWI 

ot.har Departments or the GOYel'!lMllt concerned in this inquir)' all deal 

nth aspects or the general •cuopol;y probl... The SheriiUl .let expreaeee 

our traditional attitude toward that probl•. Thuefore , the Antitruet 

ll1v1sion is concerned with the brO&d probl .. of e .. bination and other 

Department s are concerned with more particular aepecta or that probl ... 

There is no ·~ to avoid OYerlapping b7 a generlll. at&te;cent or definition. 

f"nere should be , however, no d.Ufieuley in dirlding t he t&ak when i t b 

•orl<ed out in more det&U. 
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' 
In general, the Depart;cent of Justice is concerned with the following& 

(1) The patterns of industrial COOibin&tioos. Here the field of 

inquir;y is large and abould include in its ranse tight monopolies, such 

u faru ...aebiner;y, alu..inua, and foreign cartels , such as newspaper print, 

rJ'bbar, chuical.s, etc. 

(2) Caaes where industrial domination b;y a few large co•petitive 

concerns exists; for exacple, steel, cellent, and rubber. 

(J) Industrial bottleneclta; that is , s~tuations where the inte­

~Tation of production and diStribution give the domin&tin& &rOUp in 

the industry an arbitrary power to drive out industrial competitors 

at one or more st&ges or the industrial process, aa, f or ex&J:ple, 

111 the oil induatey , the IIOYies , chain distribution. 

(4) Cases where the e~ontrol of the distributing syetu creates 

arbitrary po1<er over both producers and" eoniiWIIera J i.e. , ad1l<. 

(5) Cases involrlng the nee or lepl prbilegea, such aa patents 

or cowr:ritee, b;y a d.OOiinant group to etfect arbitrary control of 

prices ; i.e., r&dioa , cbead<lale, glaaa ehapea , ele<~tri<lal appllaneeo , 

~•d various aateriale used. in housing. 

(6) SitUAtioos wbeM a large nuaber of CQipeting fir .. Mke 

allio.ace alt&inat effective e~oapetition Ullder the theor;y ot ereat-

111& an orderl;y ~~arltetJ i . e. , trade uaociationa. 

{7) Caaea of cut-throat e..petitica, b7 ...,. of which c-­

J)Oti tors are destr07ed and the srouad:lrorlt is laid tor -..po}T 

C<lnditiona; i . e. , dreaaes , aata paper, c~, etc. 

• 
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'These cleaoificaUona are not cutua14r excluaive. E&cb OCCU1'5 
to • cct t.in oxte.tt in all inciustriee . Toe propose , therefore, to do 
~ ~ • 

1
vus t1&at1on in ter.:e of industry ratoer than the ab¢ve claasi £1-

~a~ioll• • •o t hat each inciustry :utvestigated will illuminat e a nu:nber 
of t~C fi'Ct rs listed abOV8J for install081 the tangle of goods which 
~""~ oo used ~ogether , as 1n housing, should be studied as a unit. 

0018 
t.:oro 1ti a typical situation in which it is useless t o bring dotm 

t·• p:ice of one of th~ c omponent prod~cts without bringing do~u all. 
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'!'no t >t ead vmicb will t~e this story toget~~r ~ be described 
u •!loe-• tt·iul price policy . • Prico ia the point at wn;.eh an industry 
·eet. it• i>Ubllc . In its l!lS;ttlitude all t.s.at i s order and disorder, con­
uol, eJ.t..:> a..d c.!AOS i s C8l't;ht19. lndu&tri es go in f ol' fi>:ed or free , 
h!.~ 01 lo. prices. The prices of o.Hfel'e"t co=oditiu lie upon differ­
... ~ r' i ~;. .pu::~ilel' of st;..dies sho.lld he sade of all tile factors - l'&'l' 
Lkl!....l:l:.;;; c . ..nolo~ , corpo1ate structure , re.;a.ote control , privilege and 
r•t• t - •. bich CO$cr,;e U;lOll a price to me.ce it •hat it is. A co-patieon 
or ,.n~o ~olicies should a veal t '·•e barrio.rs w:tieh in pe.rt.ic...lar cases 
;u .c. ...fl ~ e \U~ or t rte proo.1ctioo of a good in o. qu&.ntity ana at a price 
... en •ill LuJre it " sec:.>re ple.ce in tl1e Ao.er.Lcau sta ciard or living . 

So "'uch for t he part iculAr sub,jects for inquir:o by t he Antitl'Ust 
L•viJion . Jl& a preliminal'Y to t 'te on t i r e stuey , IWd i n order t o make t he 
.. ot < or tne differe.;t Depart ne.;ts !l<ll't of ILil iutelli o>ible .:hole, 1t is 
.. oce3SS1 )' to first pl'e&ent a ge .• eral pict~re or the ind~strial situ-
u~ion •. il.l.ch created t ne necessi ty for this invest igation. This should 
ce do~e in tet •• s of industrial eapacit;). as co;apared with i nc'C.striu use. 
!).e .&J.ui. tribuUon of tho natioHal i.1Co:>61 t he .,eneral statist : es about 

• 

l e s.ze or ~d.strial co;..biuatio''" • t."e co:nparat.ve .,.eal<ness of s • .a.ller 
0 __ ,essos . t :e , e .. eru f ailure of industrial i>I'ice . .olic;, .. "ill l!ive " s e.l6l'al 
,J&.;.r .. .,to •nich t..te .,art.icultil' ind,.stl'.es st.>dies ca.: ~• fit.teo . Part 
.r ~ .. J ob ia 8Q cati~=l.. T.lerefore, J. t i c U.pol ta..t t.'c2.t the pUrpoSe or 
c~e .• ,ut or ~ .• e hearLg C8.l be 8Xj)lai .. cd b; prees r eleases i= tne li,;ht of 

t ..... o ~erc.l iu~oduetion . 
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Some subJect.a susaeated to be cOYered 
by the Federal Trade COIIIII.ieeion ill the 

Monopoly Investigation. 

1. IIDJ<c stud)r and report showing the concentration ot 
ccmtrol ito production and distribution in a substantial number 
of fields of buaitoesa. This ad~t be illustrated by charts. 

2. Deter.rlne bow this conce.1tration was brought about, 

.. ~et 1er due to: 

(a) 

(b) 

(c) 

Natural. growt."' through re1uvest..ent 
or surplus. 
Through combination, aercer or holding 
co::opanies. 
Through destruction or cc>A~petitors by 
unteir trade prnoticee or IDOIIopoly . 

J , iJalte a study or the rigidity and uniCom.icy of prices ill 
t:.e inoustries which show the greatest degree of concMtration. 

4. St udy the behavior oi' the industries showing the highest 
deJl'eO of co .. ceutrated control during the depression from the stand­
point or: 

(a) Percentage decline in production. 
(b) Percentage decline in e»ployment. 
(c) Percentage decline in prices • 

.aka a si.ller study of industries knO'IIll to be cocpetitive &:ld cO<>pare . 
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5. Sel ect a =ber of 1.n4ustri ea where e hi;;b degree of conce:>tratad 
control exists and wltere baaing poillt ayatna or wbere other JIO!Iopollatic prac­
tices are ei ther knO'r.Il to exist or are auapecteO sud fino out the rata of 
ret..r11 on invested capital and on the co.:to.on atockholners equity (it poaaible) 

fot· auch inc:luatries over a period or yeerll · 

' (6) l:lt·..dJ the conce11tration of na tural resoUlces in the United Statea. 

Thi s might be illustrated with ebarta . 

7 . Stuc:ly the \rade association problem. 
be rorbidc:len certaiL practi ces? ·An inqulry as 
oue a !'actor in repressing competition. 

Sbould trade association& 
to whether trade aaaociationa 

8 . ll.ake a study of interlocking directors and intercorporate atock­

holaera aaong industrial corporations. 
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9. s t ud1 the el.leged efficiency of lar&e corporations u cOil-
pared d t b s.J&ll or mediwa sized corporations. Does t.'le mediua aha 
corpoto tions i'ulve a greater ~te of return on t ,.e stated va lue or ita 
a\OCk plus surplus and surplus reaarvas , pay be t ter dividends , have 
t
0
,,
0
r unit cost of producti on , mol e efficient manage .ent, better capital 

etruot \J'O ~hen the giant corporations? Partiol!larly what are the various 

i.
1
eff1cienoies of big business? 

10. Put i uto tole record pertinent evioe >ce existing in t:.e files 
of ~., r'eneral Trade Co.Jaission abowin.s t he exiate.>ce of monopoly and 
~ouopoliotic j)I'&.c t i ces in industri es. 

H ai.;~t be wot·tb while for t he Fecier•l Trade Co::aissi on to use a ...,.t oi' ii.S el.lot:l:colt Of t..'te funds f..r~iohed in t..oe ~.esol'.ltiOn to l!l&l<e 
L GUl•< inveati,.ation of sever...t othe r i pol t.Lot iodwstr:es which nre 
eelieveo to be thorougblj aonopoliat i c, a.A w.Ucb, beca~se of their 1m­
pot ta•~• , eboula be brO'.lg)l~ to t.'le a t.te .. tioo of t:\e ':ational Eeonoclic 

~o~O!L~• t.t.oe . 

11. St ud1 eff ects of such monopolis t i c practices as collusi ve 
•~-rue ... o., to , formula pri ces including bo.sing point syste- s , lllB.I<ing of 
idt>ltJ.col b.o.d s , and of the use of price filing and other infor ollational 
u.nd etutistico.l ser nces to check compot i tion. 

12 . St.~d.Y Federul incorporation or lice using of corporat ions en­

'""ed in i11terstate co=ex·ce. 

1) , St udy epeculAition of officers and directors in stock of their 

"'"':1 co1·porations . 

1.4. !:>l...d,); the socio.l da.oger of conce tration or J'O"'&r in s el.l 
;.JwUps coostit.ut.in& offi cers and dilect.ou and their separation tros 
.toc<hol~er influence. 

15. ::.t ey tile need or responsible accouatin,. o;etbods to i nsure 
vropcr account ing and truthfUl reportin& of financial results . 
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TDAIIO!It DBPAII'ND I 
ottlce ot \be Secretary 
Seer•~ Berrie• Dl Yi alcn 

le attea teakU" IIOM4ule ot tM 
PHd4eDt'a trill to tile PuUlo 0-' 
u4 u -• u n 11ft a4d.M4 ot UiJ 
o~aupe .. will w- ;roa. 

'llle Pne14-' will arrl" ,._ola, 
J'lorl.4a atoooa' Allpn ' or a. Be will \UD 
10 to - llprl..ap tor - dq u4 ~ 
del' COl..,_, 1..-., aa4 .. !lair polak 
1a OeoqSa, prooee41Jic n-• to aUIIer 
lJaalllJIC'oll or _.. ~'*ft. 

~ Allpn l8 lt.e apecu to aun 
oa a trip ~ c..aa aD4 ddt o1u .. 
1a tlt.a 'UiaUa4 eta tee • 
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Tri p ot tha Pres ident t o Paciti o Coeat, 

July 1 - - - - - - - - - - 1938. 

'l'llllRSI»J . July 1 

LY. ~·b.1.JI&tOD (B & 0) •••••••• 0 0 •• 0. •• • • 10:!10 p.-. 
PRIDI<Y. July 8 

Ar . wartetta, Ohio •• • ~• • •••••••••••••••• 9:00 a.a . 
LY. wartett e ••••••••••••••••••••••••• o.. 10:30 a.m. 

Ar. Covington, Ky •••• o •••••••••••••••••• 

Ar o L&\\ooia • ••• • •• • ••• •. •••••• • • • ••• • ••• 
Lv. Latonia •••• ••• •••• • • o ••• o ••• •••• o o. o 

Ar. Loui arllle • ••••••• •••••• ••• ••••• • ••• 
Rear-end appeare.nco. 

Lv . Louta·vi l le • •• ••• •••• • •••••••• • ••••• • 

Ar. Bowli ng cree.n • ••• • ••••••••• o ••••••• 0 

Rear-end appearance . 
LY . Bowllog Creon •• ••••••••••••••••••••• 

SA'roRDilY. July 9 . 

Ar. Meapbis, Tenn •••••• o. o ••••••••• • •••• 

LY . Memphia •• • • (Road) •••••••• o •••••••••• 

~r . Oklahooa Ci t y, Okla ••••••••••••••••• 
Fair Grounds speech. 

Lv. Oklahoma City (Santa Fe ) •••••••••••• 

2: 1~ p.m. 

2 : 35 p.m. 
3: 3~ p.o. 

6: 35 p.m. 

6 :40 p.m. 

9: 0~ p.m. 

9:10 p.a. 

3:20 a .n . 
3 :30 •••• 
~· oo p .m. 

6: 00 p.m. 

Ar . Fort Worth , Texs.s ••••••••• • o •.• •• o.. 11:00 p .m. 

IIONilAY. July 11. 

Lv. Fort Worth (F .W • .& D.C. ) •• ooo•o••••o 10:00 a .m. 

Ar. Amarillo • •• • • •• o •• • • • • • • • • • • •• • • • • • • 6:45 p.m. 
Drive around city. 

Lv. Amarlll o •••••••• • •• •••• •••••••• o•••• 8:30 p.m. 
Lay-over enroute . 

Clayton , tt. &rex. Rear-cmd appeare.nc. . 

'roliSlliiY , JulY 12 . 

CT 

CT 
CT 

Pueblo, Colo •••••••••••••••••••••••• 
Puebl o , (D.a nd R.C. ) ............... . 

9 : 00 . .... Ill' 
9:30 a.m. 

Ar . 
LY. 

WEDNESDAY . JulY 13. 

Paos thru Snlt Lake Ci ty C:OO o .m. 

Os4en , Ote.h. o • • •• o o ••••••••• o o o. o • •• 

Ogden (Southern Pa c .) .. ... .. .. , .. . .. 

~Y. July 14. 

Ley- over sooe pni.Jn dur!ns nleht • 

Crockett, Cel ••• • •• • o••·••••o••····· 

6 :00 e.m. 
5:15 a.m. P.T. 

9 : 00 Aollo 

UOtor e.roomd Se.D Pabl O 1!<17, atOI'PlD& at 
W8.re Island , thence t o Se.u.aalito , ...-oN 

Colden Cate Bridge to Se.D Pruc!aco , 
t bonca t o TreiUIIU'" Island (co 0Ul&D4 
Bridge ) by roll~ rout o: Sbo~ Dr! n 
vi a Fort Veson, Van Naaa A.Hnu.& to 0014eD 
Cata f<yenue ( then street t o ba auppl!o4) 
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liC IN'l"ii!E: 

Trip of tha Presiclont to Pacific Coan, 
July ? - - - - - - - - - - 1938. 

mDRSilllY. July ? 

LY· l&a~n (B & 0)• • ••• • •••••••••••• 10:30 p.-. 
PRlllAY. July 8 

Ar. Mariett,a, Obio •• • ••••••••••••••••••• 
LY. *rietta •.• . . . •.•..••• ••.•.•.••..•.• 

A:r • Corl.ogt on , K,y • • • •••••••••••••••••••• 

Ar. Lo'\Onie •••••••••••••••• ••••• • ••••••• 
Lv. Latonia • • • • ••• • •••• • ••••• ••• ••••••• • 

Ar. Louisville •••••••• • •••••••••••• • •••• 
Roar-end appearance. 

Lv. Lou.leYillO ••••••• •••• •••• •••••• ••• •• 

Ar. Bowling Oreen ••••••• • ••••••••••••••• 
Ree.r-1nd appe.are.neo . 

L•. Bowling Green ••••••••••••••••••••••• 

SA'IU!IIli'Y. July 9 . 

Ar. Meaphl a, 'I'e nn ..... . ...... . .......... . 
L•. Memphis •• • • (Road) ••••••••••••• • ••••• 

Ar. Oklahoma City, Okla ••••••••••••••••• 
Fair Grounds speaeb. 

Lv. Oklahoma City (santa ?o) •••••••••••• 

Ar. Fort Worth, Texas ••• ••••••••••••• • •• 

IIQNtiii.Y, July 11. 

9:00 ·~· 
10:30 a .m. 

2:1~ ~ .... 

2:~5 p.m. 
~:~ p.c. 

6:35 p.m. 

6:40 p.m. 

9:05 p.m. 

9:10 p.m. 

3:20 .... 
:S: 30 • • .a. 

&:00 p.m. 

6:00 p.m. 

11:00 p.m. 

Lv. Fort Worth {F.W • ..& D.C.) . •• •• •• • ••• • 10:00 a . m. 

Ar. Amarillo .. . ...... . ................. . . 6:45 Pollo 

Dr1Te around city. 
AMrtUo •••• . ••••••••••••••••••••••• 8:30 p.m. 

Lay-onr enroute . 

Clayton, J! . Mox. Rear-en4 appeanmc.. 

'ru!SI»J. July 12 . 

CT 

CT 
CT 

Pueblo , Colo ••• ••••••••••••••••••••• 
Pueblo, (D.an4 R.C.) oo•••••••••••••• 

9:00 •••• J6' 
9:30 • ••• 

Ar. 
Lv. 

Ar. 

'IIEilNESDAY. July 13. 

Paas tbru Salt Lake City 11:00 a.,.. 

Ogden • Utah • • ••••••••••••••••••••••• 
Ogden (Southern Pee . ) ••••••••••••••• 

TBDRSDAY. JUlY l •• 

La7-<>•er aaoo point 4ur1na nipt. 

Crockett, cal ••••• • •••••••••••••••• • 

6:00 a.m. 
!1:15 a .m. P.T. 

9:00 .... 

llotor aroun4 San Pablo ~, atoppina at 
Mare Ialud., tbence to Sau.eallt o, .-oM 
Coldotu Cote Bri<lp to San rruciaco, 
t'Moce to Trea!Nl'e Iol8J14 (on QU.I.an4 
Br14&6l by followiD& rou": Sboro Drift 
Tia fort • son, Va.o Net•• A.n.oue to OolMD 
Cote Annue (tileD atroot to ba .,.ppUo4) 

• 
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San Fran. continued: 

to Bryant Street approach t o Oakland-
San Francisco Bridge , to ~~e1tion (Treasure 
leland. Speech, luncheon, inspection. 
2:30 p.m. motor to Oekland Pier; spend 
ow ning on boot. Return Pier 10:00 p.m. 
(On arrival train nt Crockett , attar party 
has detrained, trein equipment with baggage 
will proceed to oakland. ) 

LT. Oekland, cal . .•... . •...........•.... 11:00 p.m. 

i'IIIMY. 1ul.I l~. 

Ar . El Portal ..... (Y.V.R.R. ) ............ 9:00a.m. (?) 
Leave train •.• • •...•.•.• •••• • ••••••• 10:00 a.m. 
Motor through Yosemite Park. 
Luncheon. 

Lv. El Portal .... •• . .•• ......•••.•.. ••.. 

SATURDAY. July 16 . 

7:00 p.m. 

Ar. Los Angeles , cal........ . ..... . ..... 9:00a.m. 
Leave train • •••. • .•• • ••••••••••••••. 10:00 a,m. 
Kotor t hrough city enroute to San Diego. 
Luncheon enroute (place t o be selected) 

Confidential . 

Ar. Se.D Diego........ . .......... . ...... . 3:00 p.--. 
Sa.i.l. • • • • • • • • • • • • . • • • • • • • • • • • • • • • • • • 4:: 00 P.m .• 

--o-
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June 28 , 1938. 
11:07 A. l.l . 

Rsnsom: Good morning. 

p, ·• Jr: Hel l o , Ransom . 

'! : How are you? 

p, J r : F i ne. I had a mesAPge you called me yesterday. 

'\: '7ell, I did. I J uet wanted t.o tell you that I 
was oleased that - aft pr much traveling and 
5Uftering we had come out to a ooint ~here 
t here wae a mutual agreemen-t and I thought that 
lt we- a definltPly conPtructed s tep and t hat 
we might hope rroc t h i s point on that the 
o?er ation of this compliosted examining mechanism 
might wor k better. · 

'! . , . Jr: \'le l l , I agree with you and I wan t t~ thank you 
eo much for the help you 've rendered i.n bri.nging 
'.IF together. 

R: 

" ! :. 

R: 

:: ... 

~ : 

H. " ... 

II: 

.. ll. 

'I: 

H. !.!, 

!\: 

.. 
!.: . 

Jr: 

Jr: 

Jr: 

J r : 

Jr: 

Jr: 

ilell -

I think . 

I had the objecttve or trying t o -

"'ell, you !uld it rtght rrom the beginning, Ronald , 
and it was most helpful and wel l , without knowing 
the details I i magine eome or the tr?ublee that 
you had. 

Life isn't simple in Wash1.ngton, I've r ound that 
out. 

No . And , oh, I don't know that there'@ much use 
in hanging over the thing. 

Not a bit. 

~rter all, the Pre sident gave ue a Job to do • 

Yes. 

We 're all Presidential appo1nteee . 

Yes • 

And the only thing that-that got under oy sk1n 
wae that without oentioning any names certain 
people critici~ed publicly other people tor their 
bank ~t1one. 

\ 
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R: 

!i . u. Jr: 

R: 

- 2-

Well, now, cay I ask you to do this tor me 
somet ime at your convenience. 

Certa inly. 

I'd like to have about e ha lt hour with you­
not to diseuse big complio8ted pereonalities 

223 

involved but to t~ t~ give you something of 
my own - plurality t ax - ~h~t are the probleme 
involved in the whole thing or bank examinations. 

1. ~. J r : I ' d be deliglited. 

~ : J..nd t o tell you what I t hink we are r aced with 
and I think it ' s a maJ or governmental problem. 

~ . ~.Jr: I'd be delighted. 

R: \7ell, you're going out of t own, I know, sometime. 

'! . . .. Jr: Wel l , I '11 be here tor the next tYIO weeks. 

~ : You are. Well, may I call you some time 1n that 
t wo weeks7 And take that much or your t1me7 

1 . t! . J r : It would be a pleasure . 

R: 

~ ·~ ... ....... . Jr: 

1: 

Jr: 

!\ : 

~ !L Jr: 

'I : 

~ :.: . Jr: 

!\: 

All right, thanks. 

Now, I 'm having a young lady tor lunch t~day, 
by the name or Shirley T~cple. 

Oh, you are . 

So I ' m gping to ask you ond Eccles if you'll 
come eround Thursday. 

All right. Frankly , I think you're very r~;tunate 
having Ui s s Temple dine with you, because I ve 
never met the young lady, but I'd 

Well, she's old friend or mi ne. 

l'lell --
And, 1t you and l!arriner will oome a round Thursday 
at one o ' clock I'd be delighted. 

All :-1ght. Thank you l.lr , Secret<U"Y. 
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H . . ~ . Jr: Hel~o . 

' perAtor : Chatrman Eccl es . 

!!. :; . J r : Thank you. 

:l;>!r ,. tor: (}o ahead. 

!!. :: . Jr: Hello - l!arrlner. 

£: Hello . 

June 28, 1938 . 
11:13 A.ld. 

;: , .. Jr: I 1 £!2 going t.o aelt you 1t you'l l glve way t.o a 
young lady who I'm ha ving tor lunch t.oday. 

:. : ~ell , I unnerstand t hA t we 've got soce pret t.y 
tough competition in Shi rley Tem?le. 

H. !!. Jr: That' e rtght . 

E: 17ell, we ' d be delight ed ot course to gtve way 
t.o any such company as th9t, both tor your 
sake ~nd t or her eake. 

224 

H. :i. Jr: But mostly tor m1ne. I thought 1t you and Ronsld 
would come a r ound Thursday a t. one o ' clock I ' d be 
delighted. 

:::: Thursday? 

!! . :: . Jr: Yes. 

E: All right. I ' ll put that down. 

H. ::. Jr: \'ll.ll you? 

E: I th1nk Ronal d wtll be he r e , 1f he t en ' t. I 'll 
bring one ot t he other members over. 

" · ~ . Jr : Swell . 
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-. 
"' 

~ . .. J ,. . . . 

- 2 -

George Harrison is down and I - I 1 ve been 
t a l k ing to him - t a lked to h t m yester day end 
then l eet week again with refer £nce to our 
problem in re? l a cing some of these bills . 
Suggested thPt while he' e here that if we might 
come over this afternoon for a few minutes and 
di s euse with you just what the problem is. 

'''ha t t tme would you like to come? 

" ell, any time . I have any time that ' s con­
venient to you wil l suit me this afternoon 
and I'm sure 1t will h i m. 

- -· J r : 3 : 307 

~ : 3 : ZO? 

- Jr: Y:ee. 

Jr : 

;:: 

\,1 .. ... J r : 

:-. 

" J r : 

.. . . 
" J '" ' .. . . 

-· 

All right. 

Is the.t too l a t e for him? 

\'/ell , I don • t think so. He's - he said he's 
going to - be sal.d be ' s staying down here over 
the Fourth . He ' s not goins back, so he'll be 
around here, I ima~ine . 

3: 30 all right? 

3 :30 . 

All right . 

All r i ght. Well , t hank you . 

Thank you • 

You ' re welcome. 

225 

• 
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J a e 88 1_ l D38. 
3:~ P.a. 
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Operator: Mr. Oliphant. 

H. 11. J r : Yea. ReN&D -

0 : 

H. K. Jr: 

u: 

H. ll. Jr: 

o: 

H. K. Jr: 

O: 

H. If. Jr: 

O: 

H. ll . Jr: 

0: 

H. If. Jr: 

0 : 

H. If . Jr: 

0: 

Yee. 

I haYe a •er.r d1ttioult telegraa here tree Gianinni 
with regard to the Bank ot .laerioa and the Wat1onal 

Labor Relatione Boerd Rultnae . 

Uh huh. 

I '• eendin6 it baolt to )'ou. 

Yee. 

And I ' d appreoi.ate it 1t )'Ou would adY1ee •• • hat 
I ehould do and it neoeeear,r alternatiYe etep or 

a detin.1te etep, but g1Ye it to •• ae - oh , better 
I&)' toaorro• aorntDs D:30. You can e-., well, Henr)', 

)'OU oan do one ot two thinge, or thh 1e the onl)' 

th1116 - 7ou set •• · 

Y81. 

In other worde I want 1t ae definite ae poeeible. 

o. t . 

I th1Dlt I ••• eoaeth1116 1n the papere about thie. 

Yee. 

Yee. I eaw the rul1nge - one ot the tiret white 

collar rul1J161 . 

Yee. Well, didn't the)' aelt aleo- haen't We been 

up before - National Relatione Board in connection 

with the Bank ot .la_.ioaf 

I don 1 t th111k eo. 
wae oYer to eee )'OU about eo•• sold a1n1D6 ooapaniee 

out there. 

H. II. Jr: lo. That wae eoaeth1116 elee. Well, &IIJW-.,, I'• 

aotn& to eend it 1n to )'OU. 

0: Y81. 

' 
• 
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0: 

R. 111 . Jr: 

o: 
H. 111 . Jr: 

0: 

H. Ill . Jr: 

O: 

K. Ill. Jr: 

- a-
that. aeet.1116 t.bat. Arllol4 waa h&YiAI 7 .. t.era..J -

Yea. 
waa poet.poned t.1ll t.onl&ht. at. 8. 

I eee. 

Adll1ral and I w1ll go and I t.h1nlt we agreed Juat. 
t.o Uet.en t.on1ght. and t.hen we oan report. t.o 70u 
t.oaorrow. 

I'd appreo1at.e t.hat. . 

All rlght. . 

Thank 70U. 

227 
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H. Y. 

K: 

H. Y. 

K: 

H. Y. 

X: 

Jr: 

Jr: 

Jr: 

Hello. 

Hello, Hellr7. 

Hello, Joe? 

Yee. How are you Henr;rt 

I 11i ul rlght. . 

June as, l.Q38 
4:~ P. ll. 

Well, I Juet. called up t.o aay good bye, and eee 
it you had anyth1Jig on your a1nd. 

228 

H. Y. Jr: No - except. that. I'a looking f orward t.o eee1ng 
t.he Ienned.Y taail;r -

JC: 

H. Y. 

K: 

H. lol. 

K: 

Jr: 

Jr: 

Well, we 1re going t.o be there. I talked with 
young Jack and I aent. a cable t.o d1g up a couple 
or et.ar boat.e . 

Good. 

So I 1 11 hear trom them when I get. there next. 
llonda.y. 

Good. 

Now, Henry, I haTe a - I haTe a 11t.tle aeaorandua -
a couple or memoranduae here that. I think one ot 
thea you may be 1nt.ereeted 1n. One of your boya 
at. work t or ae died oyer there. 

H. lol . Jr: Goah. 

It: I don't. mow that. you mow that. but. I'a I!P1n6 t.o 
eend you a aeaorandua t.Onlght. but. it. ' e eomet.hi.ng 
I think you aight want. to interest youreelt 1n. 

H. ll. Jr: All right.. 

JC: A fellow died oTar there - one ot your boye. 

H. Y. Jr: Yea 

JC: And by God thia areat. Oonrnaent. ot our• will 
t.raneport. the aan back 1n eTer.T other depart.aent. 

H. K. Jr: Yea. 

• 
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H. II. J r : 

It : 

H. II. Jr: 

K: 

H. II. J r: 

t: 

H. II. Jr: 

K: 

H. 1& . J r : 

t: 

H. )( , Jr: 

t: 

H. 1& . Jr: 

t: 

H. II. Jr: 

K: 

- a-
or the aen' • t-117 but the7' ll bring hie bod)' 
hoae, but the7'll leaYe hie wite and ohild oYer 
there. 

Terrible. 

And en17 other damn department doee that. I 
think it's a damned outrage that the7 won't let 
the TreaeU17 do that. 

Yea -

Ie that. that eon ot a bitch OYer there at the 
ooaptroller7 

I wouldn ' t be eurpr11ed. 

Yea . If ell, do 70u want - I' 11 eend 70u the a.-o­
r andua, Henr)' , beoauee it' e reall7 heart-breaking. 

What about - 70u ea1d 70u had a - were going to 
g1Ye me a couple t1nanoial reports. 

Yea. Well, I asked them t o send thea to 70u, 
haYen't the7? 

No. 
Oh, well, God damn thea. Well I' 11 send 70u a1ne 
then. I asked thea t o eend thea t o 70u. 

lfo . I got nothing. 

Tbat'e cooperation. 

Where were the7 t.o oome troa? 

Froa the State Departaent . Thq were the onee who 
aade the photoetate . I brought one hoae ot eaoh. 

The7'll ooae attar a whil e. 

The hell with it, I ' ll •end 7ou a1ne now. I'•• 
got another oop7. One eoonoaio• and one tinanoial. 
I'll eend it to 70u now. 

H. 1& . Jr: 0. 1:. 

t: Bow, and I ' ll write 70u when I get baok attar I 
talk with Butterworth aa t.o what we naed ther1. 

22 
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R. II . Jr : 

X: 

R. II. Jr: 

[I 

H. II . Jr: 

1: 

H. II. Jr: 

[: 

H. II. Jr: 

It: 

H. II. Jr: 

1 : 

H. II. J r : 

1: 

• 

-a-
Do \!Ia\, 

.Aad wlll 701l abo \hlllk abou\ - Be1u7 - abcnat. 
••114111& all - 701l1 Ya &O\ all 1AoGIM t.u .. 1A 
Parle -

n o aat.a oooae1oaal17 t.o LoDdCD. 

-.ora 
i t.hlllk t.here' • a hell of a lo\Ld-d now a\ 
Loa4on aDd ga\t.1Dg t.o be t.hera -

230 

If 7011 oaD t.hlllk - 1t 701& aYBr UYB ODB \bat. 7011 
oan apare would be a good 14aa would aaYe a lot. ot 
dough. 

Well , t.bat. aoiiDda 1At.ereat.111&. 

.Aad I 111 aeDd t.h• bot.h t.o 7011 aDd we oan t.alk 
about. lt. whea 7011 set. aboard. 

'1'luiD It 7011. 

Good b7e, HBD17. 

Good luolt. 

Good luolt t.o 7 0U. 
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H. Ill . Jr: 

Opere tor: 

H. Ill. Jr: 

D: 

H. II. Jr: 

D: 

H. Ill . Jr: 

D: 

Hel lo. 

Mlu DoQSb.t.on . Oo uead, 

Hello. 

Hello. Jlr. 8eoret.&17t 

Yea . 

How are J'OU? 

Jae ae, a aa. 
1111 • ••• 

I 'a prettJ' well, ~ 7011, 

I eaw rq tather t.hh .,rn1.11s ud he wae 

anxloue t o ••• 70u betore he leaYee t.oaorrow 
nen1J16. 

H. Ill . Jr: Oh . 

D: And he telt that. lt. wae aeklJI6 too auoh, but etlll 

70u algb.t. ooae down t.o the hoeplt.al. 

H. Ill . Jr: I ' d be Yel7 glad to, 
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D: He'• not solJI6 to be out betore to.,rrow atternoon 

eoaetlae, I thtnk. But. now, lt J'OU1d llke • • t.o 

arranse an ~polnt.Mnt, I a e&D 1t 7ou o&D so dOWD 

there and let • • mow what. 7ou want ... JOU. want. to do, 

H. Ill . Jr: Well I O&D so down there about. 11:30 lt t.b.at. would 

D: 

H. Ill . 

D: 

H. Ill . 

D: 

H. Ill . 

D: 

H. Ill • 

D: 

Jr: 

Jr: 

Jr: 

.Jr: 

be good tor hla, 

About. 11: 30t 

Y u. Could 70u let a e know 1D the acr D11161 

I wlll. Or I ' ll oall 70U baok rlSb.t. &W&J' lt J'OU -

I - I'a leaYlD& now, Mlee Dousb.ton. 

You are . 

You let. .. mow 1n the _.nlJI&. I 'll be 1D at nlDe, 

You 111 be t.b.ere at n1De. 

I ' ll be there at Dlne . 
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H. II . Jr: 

0: 

H. II. Jr: 

0: 

H. II. ,zr: 

0: 

H. M. Jr: 

0: 

H. II . Jr: 

D: 

H. II . Jr : 

0: 

H. M Jr: 

0: 

H. M. Jr: 

0: 
H. M. Jr: 

Ut 

- a -
It t.hat 1a not. oonYtn1ent., wh)' I 1ll f.r7-

I t.h1Dlt 1t. will be. He a1pt. be down at. t.he 
cap1tal. 

Oh. 

You'll underatand h1a oond1t.1on. He 1e get.t1ng 
along •1sht7 well and he expeote t.o go hou 
toaorrow night.. 

I aee. 

And he'• not going t o be able t o get around 
yery auoh, you underatand. 

Uh huh. 

And 1t you could do 1t t or h1a, I'• eure he 'd 
appreo1ate 1t. 

Well I ' d b e aore t.han pleaeed t.o do 1t. 

I beg pardon? 

I'd be del1shted t.o do 1t. 

Well, you und8rat.and the a1t.uat1on. 

Oh yee. 

232 

Uh huh. Well, euppoee I g1n you a call earl7 
1n t.he aorn1ng, t hen, about n1na. I'll call the 
ott1ca and I'll leaYe word. 

Tllanll: you, eo auoh. 

It you ' r e not 
Good bye . 

there . An4 I t.haDII: you eo IIUoh. 

Good bye. 
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( GROUP L!EETING June 29, 1938. 
9:30 A. U. 

Present: 

B.:l. Jr: 

( 

thite : 

!l .U. Jr: 

\','l\1 t e: 

H.'J.Jr: 

Llr. Oliphant 
!.lr . Gaston 
l.lr . Vi hi te 
!Jr . Haas 
Llr. Upham 
Ur . Lochhead 
Ur. Gibbons 
Ur. Bell 
Llr . !.lcReynolds 
l.lrs . Klotz 

George, this business you have been sending me -
I want a copy for myself . I'm going to send i t 
up to the President. If you people are right, 
I think you have made one of the most important 
discoveries brought to my attention in a long 
time. That is, Haas' crowd has worked out an 
inventory chart and it looks as though, sta.rting 
last November, inventories reached their peak. 
At t he same time commercial loans began to fall 
off, and t he conclusion he drav.•s is that t he 
commercial loans the people - the banks borrowed -
the manufacturers borrowed to build up their 
inventories, and the fact that co~~ercial loans 
increased is interpreted by everybody as being 
constructive, seems to have been quite t he opposite, 
and that having reached t he peak of the inventories 
in November, and t he inventories rapidly dropping 
off, why, commercial loans followed right along. 

That is about t he only purpose commercial loans 
are extended for . 

But am I correct - I have never seen it pointed 
out before . 

I haven' t seen the chart, but practically t he 
v:hole purpose the commercial loans are extended 
for is to bu.Ud up inventories - the bulk of 
t he commercial loans are for inventories. 

Have you seen it anywhere? 
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llhi te: 

li.Jl ,Jr: 

118as: 

H.:J.Jr: 

Haas: 

H.!J.Jr: 

VliU.te: 

H, 'J.Jr: 

White: 

H.:l.Jr: 

White: 

- 2 -

No, I haven't . 

Everybody points out when commer cial loans 
increase it is bullish; when they go down it is 
bearish. 

Sometimes if they increase aidinventories are 
increasing and business is also increasing at 
that rate, or faster, it is a bullish situation, 
but a year ago when those increa sed in ' 37, that 
wasn' t the case . Orders were falling orr, you 
see, and you are piling inventories up. 

Well, as far as I know, it hasn't been published 
a nywhere. 

Nobody 1s attempted - made an at tempt to put 
out an inventory estimate like that . I want to 
comment a little bit on that estimat e . I think 
you should consider that in the same class of 
t!'lat preliminary chart we had. It seems to check 
with other inventory figures. It looks pretty 
good . 

23 1 

\'/hat I was · going to suggest is this, because I 

think if your inventory picture is correct , and 
we passed t he peak in November , I think it ' s 
very important . I know the President remarked 
to me about a month ago that two t hings he watched 
most closely were commercial bank loans - he 
wonder ed when t hey were going to turn up. Now, 
if t hey hooked on inventories - I mean to me, 
anyway, it i s something quite new. Usybe every­
body knew about it, but I have never seen an 
inventory figure like this before. You see? 
Maybe everybody does know i t , but • •••• 

I didn' t say everybody knows about it . 

But I don't think they have s een it - I ' ve never 

seen a chart l ite this . 

It may be a very helpful chart. 

Don ' t you see these figures , Barry? 

No. 
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li.II.Jr: 

F.aas: 

H. J.Jr: 

HDas: 

!!."l .Jr: 

Raas: 

H.:J.Jr: 

Raas : 

H.:J.Jr: 

llaas: 

R.~.t.Jr: 

- 3 -

I thought copies go to White . 

Copies go to Taylor and Lochhead, and he sends 
them over to Butterworth, and so on. 

I think I 've mentioned at least twice that 
White should get a copy - at least twice . 

I don 1 t remember . 

Yes, definitely - at least twice . This always 
comes up am White doesn' t know what we ' re 
talking about. Will you please see that he gets 
one? 

Yeah. 

l'lhat I thought I was going to do - the reason 
I •m making this long speech - I am raising the 
point of my sending this out to the twelve Federal 
Reserve Presidents, asking them to check this 
.with not only their own starr but with the com­
mercial banks , if it doesn 't make sense to them, 
before I use it. 

They won't be able to check that inventory. 

They can go to the bank - I don't want to go to 
the bank - I can go to XYZ Bank and say, "Have 
your commercial loans been falling off, and your 
customers reducing their inventories? Do you 
take a look at all the angles or your commercial 
loans, and inventories of your customers, and 
have t hey been fall ing? Tie are sending you this 
confidential chart and would like to have you 
talk to the banks and ask them if they would 
consult or confirm with us -or contradict it.• 

Explain that this is an estimate we •ve worked out. 

If you ' ll prepare a l etter f or me I'll send it 
out tonight, and ask thenl to have an answer for 
me within a week. I want to test it. If I am 
a banker and I am sitting there and if I ' ve got 
fifty customers, I can say, •Yes, this is right. 
Inventories have been falling off and the loans 
have, since November, " or, •This is cock-eyed, 
and t he.re ' s another r eason tor it.• I want to 
take t he fellow in Uinneapolis and have him call 
in a half dozen people and have him say, "Now 

ns 

• 
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does this 11111ke sense or doesn• t it," and I'd 
like particularly to point out that we think the 
peak of t he inventory passed last November . 
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11aas : Uh huh. 

H.:.t .Jr: 

Haas : 

R. ll. Jr: 

Hans : 

H.LI . Jr: 

Raas: 

H. M. Jr: 

Raas : 

White: 

H. :t. Jr : 

"Will you pl ease tal k to some or your commercial 
banks and ask t hem will they please check t his 
tor us . " 

If - if this is right it 1s terrifically important, 
because everybody is groping for a good inventory 
chart . 

That's right . 

l'lby I am so interested, if this thing is r ight 
and we approach that t hing again, maybe next time 
we ' ll have something - a danger signal . 

V/ell, that ' s what v:e were v:orking on, and we ' ll 
have improvements on that thing too. 

I am still gr oping for a good explanation of what 
happened, and this is as good as any, taking 
other facts into consideration, and if this thing 
works, plus those figures for industry, and 
enough indusbi!S production exceed their sales, 
why, we ought to be able , six months in advance 
to forecast a.nother distorted pos'ition. And that 
is - that is why I •ve gotten exc~ted about this. 

That's what we 1re· Toorkin8 for . 

I'd like to put this thing 1D the acid test and 
go to twelve banks and if they consult ten 
commercial banks 1 

say a hundred banks - and t hey 
will very quickly say - they will say this is 
all right. 

Looks reasonable . 

Be a good contribution if the Treasury could 
develop a good inventory index. If we have a good 
one, moreover, I think it ought to be released 
by t he Treasury. 

I first thought I'd do this, and then t hought, "No, 
I'd rather wait a week and give t hese fellows that 
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go out over the Fourth of July - ask them if 
it isn't r ushing them too much, if I could have 
t he answer not later than the eleventh of July . 
That gives them time to test - see , George? 

Yes . 

Then, whD.e I ' m gone I t hink you ought to take 
t hat figure of consumption and production and 
test t hat in the field. See? 

That will be a little more difficult. 

Vlell, think it out. Think i .t out. 

I wonder if t hat took into account t he extent 
of which the inventories by tbe finance companies 
on the one hand and t he corporations themselves, 
out of their reserves. 

All it means, if these curves run together , 
Herman, it means that the increases in that 
type of f i nancing ran along with the trends of 
the commercial l oans . 

Oliphant: Yea h. 

H. U. Jr: \'/el l , you get 14Y point? 

Baas : I ge t it - yes . The question about publishing, 
we'll take t hat up later . 

H.U. Jr: Uec? 

~cReynolds: I have a letter from Peoples - I didn' t bring it 
in • . The Navy wants author! ty - wants Procurement 
Division to contract with some outside ar chitectural 
firms to take care of some of this emergency 
building activity around at the shipyard plants . 
They ' ve got allotments for it and their s t affs 
can't take care of i t and get it going by August. 
And they haven't anY authority to make the outside 
contr acts . They want to turn the money over t o 
Peoples and have him make the contracts with the 
archit ectural firms in those localit ies, which is 
a violation of your general rule with respect to 

that. 

• 
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Say it again, Mac, will you, please? 

Navy has a number of very large contracts with 
respect to construction ar ound their shipyard 
plants . They haven 1 t the personnel to hurry the 
job through; they haven't the authority to go out 
and get them under contract, but Peoples has . 
They want to allot the funds to him, let him 
make the contracts with the architectural firms -
just to cover a brief period of this particular 
thing, but since it•s a - it is not in accor d 
with your usual practice with respect to t .rade 
"resumed" bui.lding, he wanted to check with you 
before he made the cont.racts . 

I ' ll do it if the Secret~ ~vy asks me to. 

He's already asked you. I 1ve got t he letter . 

Bell: I think it's the shipbuilding program, isn't it, 
and they are asking you to do it under "601," 
where one Department has t he authority to do work 
for another . 

H.~ . Jr : See any objection to it? 

Bell: I think it's a good thing. 

UcReynolds: I don't think there is any other way he can 
accomplish it. 

H. :.I.Jr: You both recommend it? 

Bell: 

H,M,Jr: 

H.M.Jr: 

H.lA.Jr: 

Bell: 

I haven' t seen it, but I think it1 s a good thing 
where one organization has the personnel, and ••• •• 
- I think it's a good thing. 

You get the letter ready by tonight and I'll 
sign it tonight. What else, Mao? 

I don' t know. 

(Nods to Mr . Bell. ) 

Senator Bilbo put through the Senate in the last 
day a resolution which requires the Secretary 
of the Treasury to turnish the Senate, as early 
as practicable, a statement of all balances 
atandilig on the books of the Treasury on June JO, 
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19.38, due ! r om the United States as unpaid, and 
it supplements a report made on July 28 1 1886. 
That report , at that time, took six months to 
compile, and constituted two hundred pages . This 
one, I should say, would take at least a year 
and probably would be a thousand pages . 

Have we any funds? 

No funds with which to do it, and this is what 
I ' d like to do, because it says , "At t he earliest 
practicable date . " I'd like to make a report to 
t he Senate in January, tellin& them it's a big 
job, will cost a lot of ·money, and it's a very 
dangerous thing to do, because when you put out 
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all these names, with their addresses, it gives 
the lawyer - the shystel" l awyer - something on 
which to come into the Treasury and prosecute these 
claims that are fifty and a hundred years old, 
and there has been a l awyer in town that ' s tried 
to get these names from us for the last six or 
eight years, and I think he 1 s worked through 
Bilbo and gott en this resolution introduced. 

o. K. What else. 

That 1 s all. 

You write me up what happened . 

(Nods to Ur . Gibbons.) 

(Nods "Nothing . ") Nothing, except Urs. Klotz 
talked to you about this fellow 1n Boey' s office 
who lias there for twenty-three years . 

Now look, Hoey has talked to my wife, and has 
said he wouldn' t even talk to me it' he sees me, 
and as far as I am concerned,-Urs. ~orgenthau 
was up there and said he was extremely rude . 

That;s his natural disposition. It ' s a savagely 
desperate thing to do a thing like t hat - put 
him out after twenty-three year s . 

Can you give Kac the !acts? 

He was kept there all duri.ng the Republican 
adainistr a tion. 

' 
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Give !lac the facts and llac can handle it just the 
way he handled the other case. 

It ' s just one of those terrible things. 

If you will give llac the f acts and Mac will tele­
phone for the man1 s records and as soon as be 
gets it, I'll look at it . Give it to him right 
away and he 111 phone for it. 

It' s none of m¥ business, but it 's a question of 
humanity . 

I get them every day. 

This fellow is terrible young - gets an idea in 
his head • •••• 

You give Kac t he fact s . I 'll get it. Thanks for 
bringing it to my attention. 
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UcReynolds : Your architect is staying on the roll tlus 
utonth. l'le could not reach him on the phone . 

H . ~t . Jr: 

Gibbons : 

!l.'I. Jr : 

Klotz: 

Gibbons : 

H . t~ .Jr: 

Gibbons: 

H.!.! . Jr : 

Lochhead: 

If t his fel low i s all right keep him on for a week. 

I thought I'd talk to Joe Higgins . 

Leave this fellow on f or two weeks - until ve 
can take a look at it . 

One is a s desperate as the other . 

Be r~s no Civil Service status, and it1 s just 
terrible. 

-
Keep him on until the fifteenth of July - until 
we can take a look at it, Uac. 

It's terrible. This fellow ' s crazy, I think. 
Q. K. That ' s all . 

(Nods to Ur . Lochhead. ) 

The Water District Bonds enjoyed a good secondary 
distribution. They have practically settled down. 
You don't bear an;ytbing about them in the market. 
The t rouble with t he s tock was evidently, due to •••• • 

• 
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California District bonds . 

After t hey got that straightened out and managed 
to allot the proper type of bonds to the secondary 
dealers - it was t he Los Anseles Water District. 

Southern California Water District is the name 
of it. 

But the point is , in regard to the bonds, they 
apparently expected the insurance companies to 
rush in and take t he big bonds, which they did 
not do, and they had to go down to the secondary 
districts . 

(Nods to llr. Upham.} 

I passed t he buck to you on that telegram from 
Giannini- not intentionally, but • •••. In the 
mean time I have drafted a suegested reply. 

Will you give it to Oliphant, please. 

I have one here . 

Do you want to read i t , please? 

" In regard to your telegram of June 28, I have 
given careful consideration to your request that 
t he Treasury Department intervene in the National 
Labor Relations Board proceedins before Examiner 
Denham and am unable to accede to your request." 

Now the situation on it is t hat while the Social 
Security Act exempts the Government and t he 
instrumentalities of the Government, and under 
that the Bureau's held t ha t t hese national 
banks , •• • 

What Bureau? 

Bureau of Internal Revenue •• •• •• beine instrument­
alities or the Government, are exempt. The 
Wagner Act merely exempts the Government a.nd doesn't 
exempt any instrumentality of the Government. Now, 
the Goverllllent owns no stock in Giannini ' s ba.nk. 
It's 1n no sense, the Government; a t most it's an 
instrumentality of the Gover!llllent. I don~ t see 
any basis at all under which • • • • • 
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Under Social Security they probablY wouldn't have 
exempted national banks except for the background 
of the record at the time legislation was passed . 

Herman, inasmuch as we have started the word 
"coordinative" bank examinations - is that the 
word? 

Coordinative . 

Inasmuch as - if one or the agencies or the 
examining banks would rule different I'll take 
your word "coordinative• to tell the attorneys 
for the F . D. I . C. z. Federal Reserve, and the 
Comptroller of t he ~~rency, what is the position, 
and do they concur. 

Well, I didn ' t want to speak to them until after 
I talked to you. 

We don ' t f1nd that the Giannini telegram is one 
of these babies, and he says, "You1re exempt." 
I mean, that might perfectly well happen, wouldn't 
it? 

I ver1f1ed the Comptroller's Office hadn' t ruled 
on it. I th1nk that would be a good plan • . 

I'd like awfully well 1! Wr . Oliphant would give 
some consideration to a point of view I have on 
th1s . 

He ' d be delighted to. 

I have it quite differently in mine . 

He 'd be delighted to. Let ' s leave it this way: 
Give Jlr , Oliphant what you ho.ve; llr. Oliphant 
will talk to the other people, but if they concur, 
why - I mean, he ' ll give you a chance. Will you, 
right arter this? 

Uh huh. 

To present yours, but if I -it, early this after ­
noon, I can have an answer from you - if you will 
give it to Mrs . Klotz for me •••• 

Sure. 
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I 1ll send whatever you give me. It seems to 
be a straight legal matter, but I do think and 
I recall .:. in calling him say, "Carrying ot.t 
this pr inciple or moving together." 

And I'll call the General Counsel himself. 

Right . 

(Points to Kr. Upham.) 
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I can give you a report any time on that insurance 
matter that you spoke to me about on the train. 

All right. (Laughs) All right. Does he . 

(Laughs} No. 

0. K. What? He doesn•t? All right. (Writes 
note and bands it to Krs. Klotz.) 

I don•t know that I spelled it right . 

(Mrs. Klotz laMghs.) 

George? 

Ur . Secretary, on that matt er you spoke about 
this morning, in addition to this other - about 
advisory groups - as I wake up I react more 
favor ably towards it - my reaction this morning. 

George, not to be personal, but when did you 
wake up? 

You woke me up. 

You started to wake him up. 

It's a little bad time, I think; some wtll be on 
their vacations; it's a bad week, and I thought 
maybe we might be working them •• ••• . 

Well ask them if they don't want to come . This 
fell~w, Bell, you see, I don' .t want to carry him. 

Would you have 8I11 objections? There may be some 
advantage 1n this . We have these c0111putetions 
made out - w~ not have them look over the Whole 

business? 

\. 
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Do. I want this advisory group to come down and 
look over Haas• figures we have after the sixth 
or Jul;r. 

Would you l ike to have me tell you, in about two 
sentences, about where it stands now? 

I know - Bell told me . 

One ,;ord will do i t . 

That 1 s on the lower range - it's your policy. 
I think you ' d do better . 

V:ell, T think I'd ask Wesley Uitchell. 

I 1ve got~~ i •m all right. I 'm~ost 
awake too. 

And if you wake up a little later , George, and 
want to change your mind, you still have a chance . 

All right. Barry. 

You noticed t he British sold a block yesterday 
on net sales of stock notes - about two million 
dollars net sales in England . Now today again 
it1 s another half million, and if you look over 
the past couple weeks , I think one can draw rather 
a complexing conclusion that there is every reason -
three reasons the stability of the doll= seems 
greater than it has been for some time. There 
are prospects of the weakening of sterling, and 
the stock market has been acting as \t has, not­
withstanding that there has been no net inflow 
from stoc~ in fact , there's been a net outflow. 

I wonder whether the conclusion might not merely 
be from the point of vie•r or British investors 
t hat the upward movement is not going to be sus­
tained . I mean, one might draw that conclusion. 
That is thei r view, without considering its merits . 
That is their view. Other wise, I don•t see how 
one can explain their actions. 

Well , I ' d like to talk to you and Archie on that . 
I 1ve got a couple ideas of my own. 

' 
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Secondly, about this Chinese loan that Archie 
told you about, the thought occurred to m~ that 
is a clear reflection of the grape vine method. 
They heard what was being considered here and 
they wanted to make very sure there was no 
isolated action take~tor several reasons, and 
I think that i dea was sent right back that way . 

Well? 

I mean, that is • • •• • 

You'll have to submit it. 

Then, Uruguay is gett ing in trouble, but I think 
that can wait. We ' ll pick that up some time 
later . That ' s all. 

You ' re coming for lunch today, aren't you? 

Weren ' t you going to see us at ten about Siam? 

But you ' re coming for luncheon? 
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Yes , but I thought you were going to see us before 
that. 

Yes - at ten. Herbert. 

I ' ve been getting several ques tions about t he 
Budget. I haven't had a chance though to ask 
Dan about it, but one is for t he fiscal year 1938 -
are the agencies and departments being asked to 
impound ten per cent; and t he other is for t he 
fiscal year estimate for the fiscal year 1939. 
The story is that the Budget letter that went 
out didn't ask them, as it did l ast year, to 
hold their est imates within the limits of the 
previous year' s appropriation, but merely asked 
them to be economical. 

That's right. There ar.~ so many of them that 
have additional dutieRt6Rdthem, that there wasn' t 
much sense in asking t hem to stay within the 
limits of the last appropriation. Tbey didn' t 
stay in it last year . 

' 
• 
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You want to say anything on the ten per cent 
thing? 

That ' s between the President and Bell; I have 
nothing to do with it. 

I di dn't put anything in the let ter. 

I don' t even know anything npout it . 

flhen the sheets come i n we ar e goi ng to ask all 
t he Departments to put up r eserves . 
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They ar e - were speaking about this year - 1928 -
I mean 138. 

Vlhen t he apportionments come in we will ask t hem 
to put up r eserves . 

You also asked t hat reserves be set aside on t he 
administrative expenses . 

On the administrative expenses we did ask for a 
reserve of ten per cent . 

I t hink you and Archie could be t hinking, Harry, 
about the release on t he stabi lization fund' S 
position as of J anuary 1, 1938 - give out a sta te­
ment of just what openings , since its inception 
to J anuary first, •38, and from now on we ' ll do 
it every siX monthS, with a six-months del ay. 

In connec tion with the International Capital 
Movements Repot·t , which is always at least from 
six months- three to siX months l ate ••••• 

When would be t he next one? 

Oh, very soon - r.ithin a f ew weeks , I think. 

\lell • •• 

For the first quarter. 

International Capital i s going out now. It's 
released this week. 

' 
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Has it been released? 

Yes . I forget what the release date i s. 

It 's day before yesterday . 
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But we are going to r aise the question of changi ng 
the form of that , if it ' s no t ready yet, into 
a release. It would be much cheaper and probably 
equally effective, cutt i ng down the data, and 
not supplying all the weekly data, but merely the 
summar y data for the quar t er . 

Then .:e would do it about September 1 , wouldn't 
we? I n that connecti on, it just removes an ite~ 
t ha t he may use it for campaign or for personal -
I don ' t see any reason in the worl d for that not 
to be rel eas ed . 

\'lould that be your release or the President • s? 

I can ask him, but I think it will be mine . Why 
wait until t hey demard a n investigation, and 
so forth . 

(Telephone . ) Hello . 
about five minutes . 

VIall , he ' ll have to wat 
I'm sorry . 

But will you people be thinking about that? 

Yes , and I was just ~ordering about the legal 
questions involved, - whe t her t he authority •• • ••• 

Vlell , everybody will have plenty of time, but 
it' s cer tainly - I ' d like to do it. 

There ' s certainly nothing in the l aw t o prevent 
its being done; every six months since its 
inception. 

Yes - every six mont hs . What? 

G•ston: Yes, I agree it should be gotten out. 

1cReynolds: It wouldn ' t be qui te so vague when it finally gets 
out . 

• 
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And Septeaber f i rst would be a cood time to cat 
it out - two 110nths before the cupaign, and just 
my intui,tion says it' s a good thin&, unless SOIIe­
body can give me a good argument on it. 

I'd like to see it gotten out before SepteaberJ 
I ' d like to see it gotten out now - within the 
next two weeks • 

All right. Will you people think about it, 
Herbert? 

Herman? 
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I 'd like to discuss this second shipment of silver , 
Will you be prepared? 

Sure - good idea . 

I'm ready to report on that letting last night, 
and I'd like to have a chance to talk it over 
with you. 

Well , Congressman Doughton asked i f I couldn' t 
come and see him, and I told him I could come at 
eleven thirty. He 1 s at the hospital. I am 
waiting to hear from his daughter . 

He ' s still in the hospital? 

Yes. He • s leaving this morning, and he wanted 
to see me this morning . 

ooOoo 

Regraded Uclassified



.r-. •• aa. 
lO:U A.ll. 

249· 

QordOD 
Rentsebler:Hello. 

H. Jl. Jr: 

R: 

H. Jl . Jr: 

R: 

H. J( . Jr: 

R: 

H. J( . Jr: 

R: 

H. Jl. Jr: 

R: 

H. II. Jr: 

R: 

H. II . Jr: 

R: 

H.JI.Jr: 

R: 

H. ll . .rr: 

R: 

H. Jl . Jr: 

R: 

H. Jl . Jr: 

R: 

Hello. 

Hello. lla17, I 11114ere\&D4 7011 won a boat raoe. 

Wha\? 

I andera\alld 7011 won a boa' raoe. 

How are )'Oilf 

I 'a pr•''7 sood. 

Wba' do )'Oil lmowf 

Well, \h11lsa aren'' ao bad. We kaep \hn I!P11ls· 

An.Jt.h1.118 on \ha' railroad loan buineae? 

!ha''e wb&' I called )'Oil a'boll'• 

rea. 
'!'here'• an enOl"'IIila .. oun' of atlltt packed ~· 

rea. 

Yea. 

I 'alked wi\h Jeue wllan he waa liP here la•' 
'l'hllrada7. 

r ••. 
And Jeu•'• h9Jloh waa \ha' he wan'ed 'o aUok w 
the rate of 4Jo. 

rea. 

And tllat he wae perteo'17 w1111JIS w wa1.,. one .oz· 
'" ot \he t1ret pe7aenw tor \he t1r•' '110 7eare 

r ••. 
And nat ~· W01ll4 fP aloa& u ll1&ll aa ten 7eare aad 
he d1dn •t t.a111: abCIQt t1tteen but b. aaid he f1Ml17 
eD4e4 1IP b.r ea)'1118 1111Jth1118 tut wae reaaonable. 
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lfow, 1D the aeaD~111e, ~he .. are ~he telloln I •·n 
talked to , 1'o the O.neral Electr1o 1D retereooe 
t o the proepeotiTe elec~rioel equipaen~ that the.Y 
could put on ~he rails it the.Y're on ~hie kind ot 
a basis. 

Yes . 
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And the darn atutr rune up - I 1 Te s ot theee tisuree 
here now - rune eoaewhere between two hundred tift.Y 
and three hundred aillton dollare. 

n. II . Jr: For Heaven's eakea. 

-~-new 
R: etutf that could be aelt-eerTic1DS 

1t it were - 1f' the railraode would bU7 it . 

H. II . Jr: Yee. 

R: Now, Allerican Car and Foundry han sot - they eay 

that - let'• eee - three hundred thousand - they'ye 
got probabl.Y a specific number or oases here -
Juet kind of runn1ng my f1guree onr here - repre­
senting Diesel engines alone - Dieeel locoaotiTee 

ot about a million dollare. 

H. If. J r: Yee. 

R: 

H. II . 

R: 

H. K. 

R: 

Jr: 

Jr: 

And then the.Y've sot - other looomot1Tea - I eaid 
American Car and Foundry - I meant Amer1oan Locomotive 

Co•PaD.Y -

Yee . 

The.Y'Te sot other loooaotiTee that will probabl.Y run 

up to 25 or :SO million dollare 1110re. 

Yes, 

Now, American car and Foundry han at least that 
auoh in care. W1th probabl.Y la or 15 different 
linea. And aa tar ae machine tools are concerned, I 

onl.Y checked w1~h ay 014 ooapany and I tiDd that 
the.Y'Te s ot inquiries now or a little oYer a aill ion 

dollare. It's two aillion two hundr ed and nineteen 
eu e1Sht..Y-t1Te. Repreeenting about 20 d1tterent 

railroad&. lfow I think that ~here'e unqueetionabl.Y 

a baae there it we could set the whole crowd 

cooperat1n6 - ot releaelng qalte a lot ot iaaediate 

etutt. lfow al0118 the line Jane talked 8&7 ot a 

Hello -
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ll. 1.1. JR: Bello. 

R: Say - tran a ten to a fifteen year r a ilxoe.d 
obligation. 

a. t,(. Jr: Yes. 

R: Four per cent - the companies - Jesse ' s hunch was _ 
the companies ought to stay in for at least ten per 
cent which would represent their supposed profit. 

H. ll. Jr: Yes . 

R: And I think that's perfectly fair . or course you•d 
have the hurdle or no down payment, which, or' course, 
wouldn't put it on the basis or the ordinary equip­
ment cost by the end o.r 2 or 3 or 4 years wher e 
they 1d be in that position. 

H. tJ . Jr: Yes . 

R: But I think ·it could be worked out to be sound 
business. 

H. 1{ , Jr: Well, rDW1 where •s the log jam? 

R: The best way to do this is to say to these companies 
why don•t you go to your specific railxoad - tell · 
them that you can - that you•re ready to sell them 
these goods at such-And-such prices and that you 
will try to get them terms through the R. F. c. or 
some other Goverment agency which will enable t hem 
to buy as I ' ve just outlined it to you. And then 
let them submit those specific individual cases to 
the R. F. c. as they come along. 

H. u. Jr: Well , what I'll do is, I•ll get hold o.r Jesse r ight 
away, see? Hello. 

R: Yes . 

H. Ll . Jr: Ask him whether he won•t come over this afternoon and 
see me and we'll sit down and talk about it. And -
I ' ll tell him I talked to you and just what you•ve 
said and see whether we can't break this thing. 

R: And now, for inStance, specifically, Bepry, here 's 
Amer ican Locomotive again. They say proposition -
suppose you get a .few o.r them in your mind. 

R. ll. Jr: Yes. 

' 
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R: 

H. II. Jr: 

R: 

H. II. Jr: 

R: 

- 4-

Propoe1Uon •o. 1: - Rook IalaDd. 

Yu. 

8Q to 25 D1eeele aYeraa1oe 75 \houaand eaoh, 
total a •1ll1on f1Ye . 

I eee . 

The7 would l ike to otter - the7 would like to 
haYe 15 yeara 1 t11M. lfo pa,y11eDt t or the t1rat 
2 yeare - would be eat1et1ed with the 4~. lfow 
the next one. llinDeeota Traoetar Oo•P&D7 -
owoed j o1Dtl7 by lforthem Paoitio aod Great 
Northern. Are in \he ..rket tor t our Dueela 
total, t or three hundred thoue&Dd dollara . 
Terme 15 7eare and t he eame ae before. 

H. Y. Jr: Well, then -

R: Borthem Pao1t1o one --

H. II Jr: Now - I '•• got enouaQ of 1t . 

R: You eeef 

H. K. Jr: Yee, and -

R: ~ hunch 1e, that tbe war to do th1a 11 - t o aet 
the moet good out ot it - 11 to haYe theee YerJ 
aalee•en ot these b16 oompan1ee know that th17 
oould do 1t. And after the t1ret deal went 
through - I think 70u heve every dam one ot 
these oompaniee 1nclu41De the onee we haven't 
talked with - on Jeau'a baolt trriDe to get ter11a 
and ordera and t he Yery desire that they'd have 
t o get bue1neea would dr&8 the crowd in to you. 

H. 14. Jr: I get you. 

R: And the broadneae of the picture would b e tbat 
it wouldn ' t all be done with Juat one big rail­
road or one b1g 1Dduetry but 1t would be good 
with donne ot the• all oyer the oountry. 

H. K. Jr: I set you. 

' 
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R: And I'd spread th .. \o oara and loooeot.1na ud 
aaoh1De \oole becauae \hq coW.d all be Jut.1-
tia4 OD \he baia ot aelt- liquidat1Dg becauae 
the aaY mg the7 1ll aake b7 uaill6 t.hh new 
equipaent w111 let thea Jl&7 the• out 1D \hat 
period. 

H. Y. Jr: All right . I'• eYer ao auch obliged and JOQ'll 
aoet liltel7 hear troa •• \o110rrow. 

R: F1De. Now, what alae &> 70u lmow7 

R: Your 'banlt exu1Dill6 report.a I th1Dlt are - plan -
I th1nlt 1a getting oyer all right, don ' t 70u? 

H. Ll . Jr: Yea. 

R: Nobod7 ia object.1Dg to it at all. 

H. II. Jr: No. A lot ot people eee• hapPJ about it. 

R: A lot ot people eeea happy, do t.he7? 

H. II. Jr: Yee, the7 do. 

R: What elae do 7 0u mow? 

H. ll . J r: Jfo\h1ng jll8t. now. But - it t.hh t.h1Dg worlte, I 
11&7 aelt JOU t o ooae down and eit 1n with ue, J OU 
eee? 

R: 

H. II. Jr: 

R: 

H. Ll. Jr: 

R: 

H. II. Jr: 

R: 

H. K. Jr: 

R: 

All right, tine. 

I'll aee juet. how 1t worlte. 

Yee . But I t.h1Dlt it'• - I t.hinlt the one Up<~rtant 
thing 1n our present et;age now, ie not to lat. 
&D1th1ng ooae up. 

Yu . 

That ia goina to atop lat.t.1Dg tellowa tee l that 

t.he7 1 re go1Dg to han a good bua1neaa b7 tall. 

!hat'• right. 

!here'• been a sreat deal accoapliahe4. 

Yea. 

ID t.hia last three or tour weelta. 

\ 
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R: 

H. II . Jr: 

R: 

R. K. J r: 

R: 

R. 11 . Jr: 

R: 

H. Jl .Jr: 
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-. -
r ... 

eoae ot -.heae tellowe ~-. tollowed .u.aa 're~le '• -.UI'Il 1A \h11 ooaaod1\7 llll'k.et., t or 1A1t.enoe, teel 
•er.r ba9P7 about \hea1el•e•. 

Ye•· 
Beoau1e we ' Ye had tellow1 b~1Da qu1t.e a lot. ot 
1t.utr - and - at. lea~t. on peper \he7 1re aonq 
ahead now. 

Well, 7 011\ u hear troa •• ao1t. 11kel7 t.oaorrow. 

All r18)lt., Benr.r. P1De. 

Thank 70U . 

B7e. B7e , 

Good b7e. 
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J\Uie 29, 19~ 

10:30 

(Preliminary to call of K!nieter of Siam who arrived at 10:,5) 

Present : 

llr. Lochhead 
Dr. White 

Ur. Lochhead: Have you had an opportunity t , ~ad 

Harry's memorandum? 

Dr. ~nite : No, but I can tell you in a few worde 
wuat we agreed on. 

HW,Jr: Yea, give it to me that way. 

Dr. White: The bare facte are, they want to eell 
23 ,000 ,000 ounces of silver whioh represents practically 
all their monetary silver with the exception of some sub­
sidiary co1ne. They have very adequate sterling reaerves. 
They are t ied up very closely with England, financially, 
eooncmlcally and commercially. Their balance of trade 
has been going against them recently, but apparently their 
foreign exchange position is s till very sound; therefore, 
t he only reason they want to get rid of it ie, I suepeot, 
their Briti sh financial adviser is advising them that 
silver is not as good ae sterling as part of t heir specie 
r-·eaene. 

Kr. Lochhead: They mentioned t hey wanted to sell 
silver and get gold, earmarked gold, 

Dr. White: But t hey have s t erl ing which tbeJ could 

easi ly convert into gold. 

HW,Jr: Why should I buyi tT 

Dr. White: You shouldn't. Mo reason in the world, 
with t hie poeeible exception, that you can't turn the• 
down without a good reaeon, and I think you have one and 
that i s that i \: rune counter to our e1lver purchase policy 

• 
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which 1a to promote the use of monetary silver. Suppose 
he responde, Well , you are b~ing Ch1neae and llaxioan 
silver . You can say that1 e different ; there are speci al 
reasona wh1oh are forcing them to eell; the7 need foreign 
exchange and you are merely cooperating there. 

Hll ,Jr: Not good enough, Harry. lla7 I aa;r, it 11 
~Y hunch, I am goi ng to say I am Just not interested; 
very sorry, not intereated. I told that to the Br1 t11h 

attache , you know. 

Or. White: Would you tell h111 that before ... .. 

• 
01 

• . ._HH,Jr: I will listen first • ., 
Or. Wh1 te: There 1s this pouible danger , and that 

ie if it geta nosed about that you are not bU71ng silver 
it may be regarded as an indioaticn that you contemplate 
t1 change . 

!UI,Jr: 
you ship your 
days price.' 

' I am not interested, Wr. Wlniater, but i f 
silver here our polioy is we buy it at the 

Wr. Lochhead: We are not d1acrim1nat1ng aga1net 
anybody in thia market. 

HK,Jr: If you want to send it here, all right; 
I can' t refuse to buy itf that's your business. 

Or. White: Then it should be made olear to them 
that shipments will take montha and months and months. 

Wr. Lochhead: If the man put up some argt1111ent 
we don't know a bout that made the Secretary feel that 
he should do aomething, I say even if you do get over­
come the maximum should be 2 ,000,000 ouncee, wh1oh would 

take s everal months. 

HU.Jr: Let me have a little fun. 
try it. 

Let ~ae Juet 

(At th1e point the JUnhter of Slam came 1n. %be 
conversation ie recorded eeparatal)'.) 

Regraded Uclassified



Present: 

June 29 , 1938 

10:45 All 

The 141nister of Siam (Phya .t.bh1bal RaJamaitri) 
lolr. Lochhead 
Dr. White 

HK.Jr: Too bad to have to leave Cape Cod to 
come down here. 

The lol1nister: Ihave to come on business. I 
suppose you know the subject of the talk. 

Kloi , Jr: I nave a little inkling. 
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The 141n1ster: The sale of silver. lol7 countrr 
appreciates greatly the opportunity given by the United 
States Treasury in leeting me oome to discuss the matter 
wi th you. With the proceeds of this sale we are going 
to ask the help of the United Stat es Government to make 
arrangement for the purohaee or gold bullion, to be kept 
in sate custody here or earmarked at the Federal Reserve 
Bank of New York, as was done i n 1931. Therefore, the 
proceeds of the sale would be kept in this country in 
t he shags of gold bu.ll1on and we would appreciate greatly 
1! the I reasury will take a little in coin instead of 
good delivery bars. That will helP us a great deal. 

KM.Jr: 
1mpou1ble. 
in bare. 

Of couree, lolr. lol1niater, that would be 
We never do that. We only take delivery 

The lol1n1ater: I see. 

Hloi,Jr: When people ship ooins here, •e teet them. 
Then we would advance 95~ or the eetimated value pending 
t he emelting of the coins into good delivery bare. 

The lolinister : I aee. 
HK.Jr: Do I aake ~eel! plaint I mean, suppoai ng 

your Government shipped us aome ooina. 

• 
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The Mlnitter: Yet. 

, .ii: And the7 arrived here. Well, we t ett 
them an the teet showed that the7 were all right 
we would advanoe JOU 9~ of the eatimated value. 

The K1n1eter: I eee. 

KK.Jr: Then they would be tmelted into good de-
11very bare and after theJ were amelted we would PAJ 
you the difference lese the coat of emelttng. 

The IIU.nitter: Yes. I eee. 

HX,Jr: But at preeent you can't get any smelting 
done in - - how long doee it take? 

Mr. Lochhead: Considerable time. If on the 'feat 
ooaet, something might be done there , but the a melting 
capacity of the refineries Just now is very limited. 

KK,Jr: You see we had this cable so I was a little 
bit prepared and this would be the position which you maY 
convey to your Government. If your Government should 
decide that they wanted to send some silver here, they 
would have to do that entirely at their own risk. 

The IIU.nieter: Yes. 

KK,Jr: Ou.r prioe of silver is made each day. 

The Minister: Ye•· 

HX,Jr: We n.Ye a policy that if anr Government 
wan t s t o send silver here, wny we will bur it . 

The Jollnieter: Yu. 

HX ,Jr: At the price that daY• 

The Kin1eter: Yes. 

KK,Jr1 But your peopl .. Ju•t have to make liP tne1r 
mind whetber the:r want to een! i t , how noh the:r - nt to 
•end and all tbat but we can't make an) promisee •• to 
what' we pa:r or what the price of e11Ter will be the da:r 
the ailver arr ives. 
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The K1nieter: Yea. And the price or 81lver w111 
be determ1ned on t h e day of delivery! 

IUl ,J r: Yea. Day of delivery. 

The Minister: llay I ask, will there be any charge 
for mol ung? 

Hli, Jr: No. 

J.lr, Lochhead: lrhen we apeelt about the price or 
silver , !or i nstance, today the price or silver i s i3~ 
a n ounce .999 !ine , good deli very bars . lrhen we buy 
silver we pay that price !or t hese bars delivered a t the 
mi nts or assay o!!ices in t he United States. In other 
words, these good del ivery bare muet be delivered to the 
mints or aeeay o!ficea and then we buy them at that time. 
!low, all t he other expenses or a hipping , of prepari ng the 
silver , of IDel~ it , i e all ! or aooount of the seller. 
The United Sta t es Treasury makes no charge for anything 
l i ke that beoauae it is not a concern of ours. 

IDI ,Jr: No tax. 

J.lr , Lochhead: Wait a minute. There is also a 
tax. Cert i!ioat ee have to be furnished showing the ooat 
or t hat silver and if there is a profit between t he coat 
and the sale o! t he silver, a tax of 5~ is due, whether 
i t 1 e tor the aocount or an i ndividual o r a Government. 
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IUl , Jr: What I would euggeet 1s that if t he IUnieter 
oi&B t i me , you can t ake h1m, you and Dr. \fbi te , i nt o Jlr, 
~111' e o!f1ce and go into details. I just wanted to 
explain t he policy. Ae to details or how it can be ar­
ranged , J,lr. Lochhead will be glad to expl ain i t to you. 
Sut I want to ask you if I ilave 1118de myael! plain ae to 
what t ne policy of our Government is towards buying silver . 

The hlinieter: Yea. 

IUl,Jr: In ott:er words, it1.a a day to day proposition. 

The l.!inieter: Yea. I don't know how long it would 
t ake t o oome. We think 1t will t ake about, at most, six 
months to ~p. tor example, to San Franoiaoo. 

HW ,Jr: Six months? 

' .. 
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The Wlnitter: Yet , within six months &nJhow. 

Dr. White: You mean it wi ll arriYe in San Franciecot 

The lolini tter: Yee. 

Dr . White : But froo that day there it considerable 
lag until 1t it in fora in which it ie acceptable and the 
price whi ch you obtain for the silver i8 the one whi oh 
prevail• at t he time it i8 ready, not when it arriYet. 

The KLnitter: I wi1l leaYe it to this Government to 
decide. 

HM,Jr: What I would do, eo there is no misunderstand­
ing , I woUld talk to the ll1nhter and then I would oonti~ 
these teobni oal point e in writl ng, this whole question of 
del iYery , but I would give hi m a memorandum eo there can't 
beanr poll1ble misunderstanding. I think he ought to have 
a memorandum. It' a too i mportant. 

We will giYe it to you in the form of a memorandum, 
what t he cond1 tione are under whicll we buy. 

The Uinitter : Ye8. 

HK,Jr: And t hen we could get that t o you -- by to-
morrow mor ning? 

Mr. Loohhe&d: J et , eir. 

The Kinitter: Yes, that's all right. 

RK,Jr : Shall we send it to t he l egationt 

The Minister: I can come in. 

KK.Jr: If you come baok, you (Lochhead) can .ake 
an appoi ntment . But I would gin that in writing to be 

thoroughly undertt andt what the oond1tiont are and you can 

send this to your OoYernment . 

The llini t ter: Very kind of you, indted. 

KK Jr: It's i~ortant and if we giYe you al l the 
1nforlll&t l on i n a4Yanoe there oan' t be anything to argue 

about atterwar4t. 
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The 141nieter: ll'1th the proceeds or the sHYer 
we wi ll ask your kindness in giving us gold bullion. 

HK,Jr: Well , whatever you wish to do, that would 
be entirely up to you. 
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The Minister: We s hould leave all proceeds ot t h1s 
i n t h1s country. 

Mr. Lochhead: That would be a separat e ~raneactionJ 
t hat could be t8ken care or at t he ti:De of the sale. 

The 141n1ster: Well, sir , I am very much obli ged 
to you tor your k1ndneee to me. 

oOo- oOo 

' 
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H. II. Jr: 

£: 

H. Y. Jr: 

E: 

H. II. Jr: 

E: 

H • Y. Jr: 

Hello. 

Hello. 

Hello, Karr1ner. 

Good aorning, He1U7 

How are you? 

J1.111e a9, 1Q:58. 
ll:08 A.M. 

I'• prett1 good. How are 1ou? 

"'6? ... -

I reel all r1ght. I aean, Jlarr1ner, I wondered 
1t th1e euggest1on 110uld aeet w1th 70111' appro.,al. 
You wrote ae a letter go1ng over th1e whole quee­
t1on ot what the 'l&r1oue people reported that I'"• 
ea1d the laet couple ot aonthe 1n '18r1oue - oh -
aagaz1nee and so forth and eo on and papere, eee? 

E: Yee. 

H. Y. Jr: I've asked Gaston and upham to get the extracte 
aotuall7 ot ay preee oonterenoes, 70u see? 

E: Uh huh. 

H. II. Jr: And what I 14 11lte to euggeet 11 that at 7our con­
'len1enoe the two ot thea come oyer and show 7ou 
oop1es ot exaotl7 what I d1d eey, eee? And then 
70u can have 1t. 

E: Well - ot oouree the - all I was - what I wae re­
terr1ng to 1e what the - what the press reported 
and I real1ze that the preu -

H. Y. Jr: Well, the1 didn't quote ae oorreotl7. 

£: '1'he1 will talte what' e ea1d ott en and put an 1n­
terpretat1on on 1t and that'• the d1tt1oul~ with 
our e1tuat1on. For eoae reaeon or other the1're -
10u and I, I th1nlt, ha'l8 to be unueuall7 oaretul 
becauee - becauee theee tellowe are alwa71 glad 
to bring pereonal1t1ee into a p1oture when -
I auppose 1t aaltea more - 1t aakae a ore 1ntereet1ng 
publ1o read1ng aa long •• thq can do that. And -
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H. II. J r 1 

E: 

H. II. Jr: 

E: 

H. II. Jr: 

E: 

H. II. Jr: 

E: 

- a-
h 

And the other reaeo~tbat there ••••• to be 
eo•e people who are "il-..;re anxioue to ulr.e 
trouble between the t wo ot ue. 

Well - I - I - I euppoee eo. The Pre11 J u•t 
don't help it out. Wow, tor 1netanoe, when 
70u put a deadline on 70ur report to the 
Preeident -

Yee. 

They aalr.e headUnee 1n all the papere here 
llorgenthau giYee Eoclee 24-hour ult1a&tua. 

Yee. 

You know ~ha~ - ~ha~'e terrible. 

Well- I 'a. -

But that '• Juet wha~ the darn - ~hat 'e Juet 
what the fellow• do and - well - ot couree -
I underetood that 70u wanted t o get thie report 
OYer to the President and - and it wasn't a 
queetion ot an ultiaatua it wae a queetion ot 
fixing a deadline to-to - ot making a report, 

H. II. .1': Well -

263 

E: Tha~ '• juet tfi)ical ot what - what - what happene 
and that the public get a terr ible tmpreeeion and 
that - that - that the adminietration here are all 
in a hell ot a t1ght or eoae other eort and ot 
oouree it'e bad tor eYer,ybod7. 

H. II. Jr: Well, I t.lliDk 70u 'd feel better U 7ou read Jut 
what I did eq. 

E: Well - I'd be glad to eee it. I - I'd be glad to 
eee it and I - -

H. II . J r: Su,ppoe1ng I tjll1 Qaeton t o o&1l 70u and 70U co•• 
oyer at 70ur oonYenienoe? 

E: All right. 

H. 11. Jr: And - h•'• got the etutt all dug out. 

• 
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H. W. Jr: 

E: 

H. II . J r: 

£: 

All rlaht.. Well - I - I - I d1dn • t. •an -
I d1cblTt. MaD to 

No. 

Tell you 1n that let.ter t.o prolong a"7tb1ng 
But 1f I d1dn't. feel eo t.err1bl1 upset - I -
I wrote t.hat laet week and I felt. upset about. 
the whole damn tb1ng. 

Well ·- I- 1t'e such b etter to let 1t oome out. 
on the IIUJ"faoe and-

Well; that'e r 1ght, I - I can 't help 1t , 
Because I can't 11•• w1th ayeelt unleee I do. 
I Juet can ' t - I Juet can't- 1f I feel a thing 
atronglJ enough I don' t el eep and I get upeet 
about 1t. 

H. W. Jr: Well, I got a bet - t hat - eee I felt - the 
t hing that hurt se wae - I felt that you d1dn't 
trust me to t r anem1t your letter, you eee? And 

E: 

H. II. J r: 

E: 

H. II. Jr: 

E: 

H. w. Jr: 

E: 

H. W. Jr: 

E: 

No, you ought t o know better than that. Hell I - • 

And that's what hurt, eee? I thought . 

D1d you - d1d you read - d1d you read that aeao­
rand\111 of s1ne? 

No , I d1dn't . 

Well, I wiah you'd read 1t beoauee I'm perfeotlJ 
eure that -

He returned 1t to you when I wrote S7 lett.er. 
I ude no euggeet1on of aoy lt1nd to the Preeident. 
what he should or ahouldn 1 t aa.t. · I Just refra1ned 
fros malt1ng any euggeet1one. 

Yee . 
I sean I e1SPl1 eent a etatesent, memorandua, I'K 
enoloe1DS the follow1ng etutf , et o., eto., l,a.~.• 

But, what I ea1d -
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H. ll. Jr: 

E: 

B. U. Jr: 

E:: 

H. ll . Jr: 

E: 

I eiaplJ felt well, now t hie ia fUDn7, here 
Marriner, he - he wanta t o aake aure that 
thia thtng geta t o the Preaident and I de~ed 
aending aine, and took it oYer there at 12:~ 
on Friday, wa1 ting all the t1ae to get 1\, 
~ou eee? Then I ooH baok troa cabinet and 
the~ tell ae here'• a aeaorandua trom Eoclea, 
a coP,r ot which he aent the Preaident. I aaid 
well, hell, doeen't he truet •• enough to aend 
the meaorandua oYer ae it'e written? 

Well, it waan't a question ot - ot - ot the· 
el1ghteat agreeaent on the aemorandua aa a 
technical docuaent, and ae I had atated the 
day before in - at the time we met - I eaid-

:::Gs 

I eaid - I feel that - that thia ought to be -
that a atatement ahould ba made with reference to 
thie becauae there hae been eo auch dieoueeion 
and eo much muunderetanding and it 1e ot euoh 
publ1c i mportance and - and beoauee ot the 
technical nature ot it that I thought that -
that a etateaent ehould be made and I br1etlJ -
aa ~our record will show - outlined to ~ou ..U.t 
I thought aight be eaid. Just -

Well - the point -

And ~ou eaid - well, -- i t you want to - it you 
want to make a etatement ot that eort - prepare 
something- I'll be YerJ glad t o haYe you eend 
it oYer to the Pree1dent, or I'll be glad to 
take it onr. 

Y11. 

But now- now that - eo - eo - I didn't get it 
prepared ae eoon ae I expected becauee there 1e Juet 
more work to tho II thinS• than one think• . So 
I d1dn •t get it ready until - until late Thureda,T 
night. And I checked it up again !'!lured~ - P'rida,T 
aorning and - and then I eent it oYer. Well , ~ou­
you - you ot couree were away, ~ou weren't there -
it t.ae oYer there I gueee - it muet haYe been t~r• 
three or tour hour• before you were there. 

Wel l , I only sa•• ~ l1et to the Prea1dent oh -
it wae about a quarter ot one when I banded 1t to 

Regraded Uclassified



- 5 -

H. ». Jr: He - he. 

E: Well, ;you eee, 111111, t.hh - thh aeaorandua of 

aine waen 't. - wasn' t. in anr w~ -- I wieh 70u1d 

read it. becauee if 70u'd read that aeaorandua-

H. M. Jr: I rill. 

E: You' 11 find that 1t. wae - it wae an entirely -­

purely - purely an explanation of what. t.h1e 

meant, see? The thing that I felt the Preeident 

would be Ter,r auoh lntereeted 1n becauee of the 

technical nature of the - Of the - of our 
aemorandua. Our aemorandua wae prett.7 largely 

t echnical and only bankera a.nd t.hoee working 

with it would really underetand it. 

H. II. Jr: 

E: 

H. M. Jr: 

E: 

Well, now that 1t'e all waehed up aren't ;you 

eatiefied the way it was giTen out? 

I feel all right about it. 

So do I. 

I feel all right about it and - the - preee gaTe 

a - - gaTe a good - pretty good lnt.erpretatlon of 

ZGS 

it - I would haTe felt a little better it we 

could haTe - all agreed to a etateaent, but I 

realize that that would haTe been practically 

iapoee1ble 1n the time aTa1lable tor us to agree 

to another - a PUblic etatement, and therefore, 

about the only thing I'm euppoeed to do under 

the oircuaetanoee, unleu the Preeident hlaeelt 

hae chosen to - to g1Te something out , was to do 

exactly what wae done. Now, I aean, •• a prac­

tical matter I can eee that that ie the eituat.ion. 

H. ». Jr: Now, well , I'll --

E: Well, ;you prca1ee ae to read t.hle aeaoraDd1111 I 

eent to the Preeident beoauee I want 70u to 

read that and then I'm eure if 70u'll read that 

70u'll find that - -

H. K. Jr: I'll read it tonight. 

• 
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E: That - I - I know - O.eton didn't tell ae that 

he wae - Thureton aaid when he wae o•er to the 

preee conference that O.eton had eaid that he 

thought the memorandum wae excellent. 

H. Y. Jr: Wel l , I'll read it tonight. I got it -
Now, one other thing. Unleee that you'•• got 

eoaethtng epecial that you want to take up on 

Thureday, I thought it would be nice t o han 

Digge, and Crowley, and Jeeee eat with ue. 

E: That•e tine. I ha•en't a thing. 

H. M. Jr: Well, ~ thought wae that then we could aek 
them how are they going to put th1e thi.ng 

into ettectl 

E: Uh huh. 

H. M. Jr: And ha•e a little tollow-up. 

E: Well, I can - I can ·~ thle that I talked to 

Crowley - our - our examination boye talked 
to 11e t he other day - Mciee 1a awa,y - and they 

talked to me an~ I said well, one thing we 

ought to do i e t o see to it that-that we don't 

get ott on the wrong t oot again. 

H. U. Jr: Well - I --

E: When I called Leo up day befor e yeeterd~ and I 

eaid - I understood, you eee, that he wae calling 

eo11e ot hie tellowe in and I made th1e euggeet1on -

I eaid Leo, let ae euggeat that none ot ue call 

&llJ'bod.Y 1n t rom the field until - your the head 

ot your di•ieion and the head ot our di•ieion 

and the head ot the oomptrollere let theee technical 

aen dt down and write thll thing up they won't ha•e 

&llJ' d1tt1oulty now getting along beoauae the queet1ona 

ot policy ha•e been decided. And - but before they 

bring their people 1D - it eeeae to me that they 

should han a - a - the th.1ng all drawn up and 

outlined and Leo - Leo agreed 1~. I didn't want 

him to go ou'i' and call thell in because they - I 

tho~t they aight do that. Now, he agreed t o that 

1~ and .. 1d he was going to talk to - - he-he'd 

ha•e hie men tal k to Gus Polgar who'e 1D charge ot 

the coaptroller. 
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E: 

B. ll. Jr: 

E: 

H. ll. Jr: 

E: 

- 'I -

I 1Ye heard a couple l 1ttle raabl~ &Dd- ao4 
I th1Dk 1t wollld be a sood hunoh 1f n ,. t down 
tosether and Juet ••• what the7're do1ng, •••' 

268 

Wil l , I th1nlt- that- that'• o.r. w1th ae &Dd 
the onl7 reaeon I called -• that I had heard 
the .... th1D6 and I wanted to - I wanted to ep1ke 
aD7 - aqr chance of aD7 asenc7 so1D6 out w1th -
w1 th the th1D6 all drawn up before th17 had cOII­
eulted the other ageno111. 

0,[, 

ADd I told our fellowe t o be dam sood and eure 
that noth1D6 wae done unt1l 1t -• checked w1th 
the ot her two ageno1ee. 

R16ht. Then I 1l l eee 70U tomorrow and I 1ll &It 
the other aen here. And I 1 11 han Oe.etoD oo•e 
oyer and eee 7ou. 

'I' ell, that' e f 1ne . Well, thlnke for call1D6. 

H. ll . Jrs Thank ,-ou. 

E: Good b,-e. 

" 

• 
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l! . rt. Jr: 

Operat or: 

!l.M. Jr: 

linnes : 

1! : 

I! . II . Jr: 

d: 

H: 

li. M. Jr: 

8: 

l! . ll.Jr: 

B: 

li . J4. Jr: 

U: 

H.!4 .Jr: 

B: 

H.W:.Jr: 

Hello. 

llr. Banes. 

Bello. 

Bello . 

Banes . 

Yes sir. 

!lorgentbau. 

Yes sir . 

How are you? 

Fine , how a re you, sir? 

June 29, 1938. 
11: 21 A. !l . 

All right. Well, I 1 m getting out the bottle of 
champagne to ba ptize you on the first of July. 

Well, have you t alked to my boss yet? 

No, I 1m through t alking to h.im . 

2G9 

(Laughs) Are you? 'Nell, I don't - I don't know -
I t hink we• re going t o have a 1Jeeting tonigllt in 
whicll I nope t o close up my end of this t lling and 
butt on it up tight witll - so fer as tile exchange 
is concerned. I 've been wor~ing like a beaver to 
try t o get t he thing closed . And we' re having 
a meeting t onight wltll t he present cllairatan of t lle 
stock axc)lang e. · 

Yes. 
At Bill Douglas ' house - and as soon as 1 1m 
througll with that meeting I'll know definitely 
then wliether I'm through my work or not . And 
I think Bill would like to t alk with you to­
morrow. Tomorrow is the first, isn't it? 

No. Friday is t he first. 

Friday's the first. 

Yes. 

' 
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ll: 

f! .:.I .Jr: 

B: 

B.J.Jr: 

H: 

H.M. Jr: 

R: 

I:I .M. Jr : 

a: 

H. l.I .Jr: 

H: 

H.!.I . Jr: 

a: 

B.U.Jr: 

H: 

a . li.Jr: 

-2-

Well , I think Bill will be ready to talk to­
morrow morning . We 111 know one way or the 
other whether we 1r e going to - whether we ' re 
going to close our deal or not tonight . 

Yes . Well, now I - see, at that luncheon I 
left if, as I remember it -you can check my 
memory - that if there was any question he was 
to call me . 

Yes. That's right. And then he went to 
California . 

Yes , but 

And tnat - that 

Yes . 

Went out there for about two weeks . 

Yes . And -

That ' s right. Your understanding is correct 
that be was supposed t o cnll you. 

270 

Well - well, let's you and I understand each 
other, because I happen to have my understanding 
with the President, see ••• 

Yes • 

• • • that - unless Douglas or you call up, why 1 I -
I - I ' d like to swear you in on - on Friday morning. 

' 'llell, that's all right by me, as far a s I'm con­
cerned. Now, if - if it - if it isn' t all right 
by him, wny, then it' s up to him to come t o you 
and talk to you, I think, don' t you? 

I think so. And the suggestion which I made to you, 
which is purely up to you, that if you want to help 
them out in the afternoon ••• 

Yes. 

~ ... 

• 
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H: 

H.J.I . Jr : 

B: 

H. li.Jr: 

II: 

H. li.Jr: 

II : 

l!. !.l .Jr: 

B: 

H. lL.Jr: 

a: 
B. !o!. Jr: 

B: 

1!.!4. Jr: 

H: 

l!.li.Jr: 

B: 

H.M. Jr: 

H: 

-J-

I will nave to do soMe - I will nave to do some 
odds and ends here which I baven' t tinislled, and 
which I did proMise hiM that I'd finish. 

But , you see - first place , we want you, and I -
L don•t want to t alk t o the public - I -I don' t 
want to get - your coMing here getting off t o 
a bad foot . And they all expect you over here 
on the first of July . 

Yes . 

271 

And so I 111 leave it now today that - that if I 
don' t bear froM either you or Douglas I'll expect 
you over here, say, ten o' clock Friday morning? 

All right . Fine. 

What? 

I 1d - I•d like to see you for five Minutes soMe 
tiMe between now and t hen. 

Well , yes. Do you want to see me tomorrow? 

Yes, sir. 

11 o ' clock? 

Well, if you - maY I ca ll you in the morning? 

Absolutely . 

If - the only thing - the reason I say that is 
because we•re having these people here from the 
stock exchange and whether they 111 be gone in 
the Morning or whether we 111 be - up - to - I 
just don' t know what the schedule will be . 

Right . 

"'o may ·I call you in the morning? 

Do that. 

All right. 

Thank you. 

.That's fine , thank you so auch. 

\ 
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TREASURY DEPARTMENT 

WASHING'TI:IN 

,_ 29, 1938 

• 

'lhooe pre .. n\ beo14eo \be Secre\BJ7 were Cba1 .. an lccl11 

or the Board or OoTernoro, l'e4eral lie""• STet•; OoTernor 

l!arrholl or t.he l'ederal lluene llulr ot lew Torte; and ~eelt. 

Cbai.,..... lccl11 aai4 t.ha\ t.ha7 ba4 .,_ o""r to d.t..,..u 

\be !Tea.ur, btll procr .. and tto rel a\ioll t o the inTeot.ent 

pollciu ot the J'ed.eral Re .. ne S7otee. He oai4 the !Teanr7 

4ecioion to retire $60,000,000 a week ill !Tea~ bill .. curitieo 

o""r t he lliSt fiTe -k• ....,. 1t TerT 41rttcult tor t.he J'e4eral 

lleoene S7•t• to replace th eatariUeo or !To&IU!'J' billo. 

'lhe7 bol4 a oubotantlal .. owot or the a&turinc 'l're&IUJ'7 b1llo 

and. und.er the pOlicy ad.opte4 by the lllTII\aent Co .. it\ee or 

the a,. tea the -turi\111 11111\ be repl...,.d. b7 Oo ... ~t MCW'Hi .. 

aa\urinc wi t.hin a portocl ot not t o escee4 two TIN'•• !'be1r aottoa 

in the earn\ to replace t.ha .. aa\uriliC !Tea~ btll 11111eo haa 

nm the earnt up UDUl t he two..,.ear llo\ee are now eellinc oil • 

one-\lllt.h ot oae par cea\ 11el4 bade. 'lhh will conU- lllltll 

11117 27 •• t.ha !TeaiU!'J' will bepa to .. u $110,000,000 a -k 

ad.4i Uoaal to t.he aatartAc !Tea~ billo, at which tiM tile 

J'e4eral Beaene will be out ot t.ha earket, aa4 tile urket a illlt 
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!1>.7 baTe, therefore, two (IU.etiou of pol1c7 odllch 11\le\ 

be decided, and before the7 talk to the In•eat.ftnt Co.alttoo 

the;r w...,t the Secretary'• reaction. !he flrat 11: Shall the 

Federal ReaorTo Sratoa continue to replace Ita aaturlng Troaaur7 

billa by the purchaao or GoTornaont aocurltloa In tho aarkot: 

and t ho aocond hI Shall tho Federal lloaorTo S71t .. allow tho 

maturltiot to run off and t hereby docroaao tho lnTOat•ent port­

folio. !he flrat caao, of courao, wi ll run up the aarkot undul7 

durlnc t ho nezt fiTt weol<o, odlilo 1n the aoeond eaao tho banko, 

unlou 1 t h properlJ ozplainod t o thea. all!l>t ahlntorprot tho 

action of tho S;rate• In allowing lte portfolio to be doereaaed. 

!bon, too, If It dooa not bu7 other aocuritloa and thorebJ put 

partleularlJ if thoro i o a .uamor rocoaolon In bualnoaa, of not 

cooperating w1 th tho Federal procraa ...,d \bet tho action tbo:r ba'fo 

taken baa reall7 boon roapcnalblo for t he ...-or roceaalon. 

GoTernor Rarriaon aaid that be it actlnc on lnatructlona 

fr~ tho Coaaittoe to replace tho aaturlnc Troaeur7 bill• with 

other aocurl tie a aaturlng w1 thin t wo ;roar a. llec.uao of theoo 

lnatruetlona and du to the !roaturJ pollCJ of roUrlng $50,000,000 

In 'froaturJ billa each w ok, he baa boon put In tho nrr oabarrau lng 

pod t1on of bawin& to aak tho bank a In Row York to lot h!Jo ba'rO 

tbh abort-tara paper ao .., ac<:oaodation to tho IJotoa. Be aald 

• 
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tbat o! courM \1>11 ~atel7 r&iMI the otunt1oa ill the aillde 

o! tbe b!Uilcere •• to wb&t lda4 o! a 1101>e7 aa4 cr.41t pol1C7 11 

r .. ll7 'be111C folloftf.. • would. pre.fer to Me the 'blUe na 

off aad allow tbe port folio t o 4ecreaee, but be realiaee tbe 

iaplicat10ill 1nY01Te4 ill tb&t actioll and t hat the Board. alsbt 'be 

'bl-4 for azq -r r ecaoelon which a 1pt OCCUJ'e 

!b. SeCD"et&!'7 told theM ,..,tl_ ll tb&t tbe freaRrT b&4 

&lll>OUDoed 1 te fre&IU!'T 'bi ll proar~a alld that he 414 not '" bow 

he could ehuce lt at \1>11 u... lf he chaa&ed 1t the public 

would. want to lr::Dow wb7, which, t o aaner, would lnYoln llOt ool7 

the lederal espeodl ture progrea but aloo tbe pol107 of the 

lederal lleeern ~Tete.. Be tboucbt U would. be 11\lch better to 

let the freaW1"7 pol107 r eprdlnc fre&RrT b1llo etand and the 

Board cbaiiCe ita pol107 w1\h Nlp&Ct to 1h lnne-llh• Be 

e&14 he realhe4 tb&t 1f tbe Board allowed tbe portfolio t o 

4eC1'e&ee and" baTe a -r recueloll 1t would be blaaede Be 

aloo realheo thet 1f the Board 1o r.<tUired to &O 1n tbe aark:et 

alld purcheee Oon!'llaent Mcur1Un, the aarnt will &0 up alld 

wheD t he7 pt out of tb& ll&!'ltet a t the elld of Jul7 tb&t 1t •1111\ 

&leo deol1D&e 

lonnor Jlal'rleoll tbell rahe4 the ot-et1oa •• to whether, 

iD t h il 4e011D&t \he lederal llue!'YI 1)-ot .. WOuld. 'be expected t o 

~ additioaal OoTer-nt Mcur1t1n i ll order to eupport the 

' 
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aarbto 

!be .. CI'ItUT .. u b. 4i4 aot IIICIU&ril)- feel \lwt that 

would be ita reopollaibili\T. • 1a le&rl"C about tb. •id4le of 

JUlT and be upeota to le&ft ol'4era wi\h llro !qlor t o illftat 

OoTer1111e11t !UII4t up to . 150, 0000 000 '11111• he h ,..,.., t o nppor\ 

the aarlret if erq npport h •c••IUT• • alto aaid that b. 

acree4 with tbe etat ... nt prerlouelJ 8&41 by Chail'll&ll lccl11 tlwt 

the authori t7 of the hderal ... .,.... Bulk of .., Tork ahou14 be 

bN&deDe4 ao •• to peNit it to buT Hcuritl.ee aaturiiiC beJOII4 

the two..,..ar per1o4. Cbe.1'1'8&D lcclee ~ete4 au\hori\T to 

purchaH HcurHiee ... turi"C up to a fin..,..ar ... turi\Jo 

215 

!be que~t1o11 ,.... rehe4 •• to Whether tbe7 aboul4 110t for • 

t hi a period throw off all liai h aD4 peN1 t the bult to buT for 

the IJ•t .. • a accoUDt loJ~B-teN bon4a in a reaao~~able UIOUDt in 

ol'4er to 4htr act tbe bultal atte11Uon tr .. their buTi"C of tlw 

real abort ... turiiha. 

!be ... uer ,.... left w1 th the 'Cmderet&1141"C tlwt Cllainu 

lcclea aD4 OoYernor llal'tieon would 41acuu U with the lDnet .. nt 

C011111t t .. aD4 tl'Jt to pt au\horitJ to replace the !1'8&11"<1'1'7 bill 

... turiU.aa bJ tlw purchaee of other ao ........... , .. curiti .. with 

... turitlll a Cl'a&t 4eal lonpr thaA tlw ,....., • ...,. per1o4a 

Regraded Uclassified



To: 

From: 

The Secretary 

l.liea Lonigan ~ 

June 29,· 19~ 

The work Reliet Act or 1938 contains the tollowing 

items which are important tor social policy: 

Production tor Use 

The prov1e1on allocating tunds tor educational 

and protsssional projects is extended to include 

1pro~uction - - - and miscellaneous non- construction 

projects• . 

This is direct revival or production-tor-use on a 

Government wage basis. (It seems to bar all possibility 

or production-tor-use on a salt-help basis, with workers 

being paid only what they ea.rned, ae in any cooperative. ) 

Thle revival or production- tor-use under the 'IIPA could 

be used to set up the same Federal control ot industry which 

l!r. Hopkins was working on last Fall in the price and indue­

trial studies tor which Mr. Henderson was hie spokesman. 

Rates ot Pay 

Rates or pq llhall be not less than prevailing 

rates ot ~· 

Thle applies prevailing r ates, which are utabllshed 

tor worker• in indu1t17, to all workers, including agricul­

ture and doMatlc serVice. Ita effect will be to inteneity 

the dieplace~Mnt ot ru.ral labor and its a1grat1on to th e 

' 
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c1t1eB, like what waa reported ae happening eo rapidl:y in 

Texas, and ie al.eo happening in rural. Iowa and Ill1no11. 

2?7 

It oftaete the normal c;rclical tendenc:r for workers to 

return to rural areae when industrial. work 11 111111ted in 

amounts. It tranat'ere workers to section• where maintenance 

coste are highest. It increaeee crowding on the land, and 

the pressure on sub-standard housing. ('l'h1a 1e the process 

which 'went on t'or years in Puerto Rico under t he Hurricane 

Relief Commission, and resulted in the deplorable conditione 

which the President inherited there, and which were quite 

falsely ascribed to the sugar corporations.) 

In comparing prevailing rates in industry and in liP A it 

1a essential to reeet~ber that 'IPA rates are paid for 52 weeks , 

and virtually no industry can provide work for a t'ull 52 weeks 

a :year. In New York State we found 4o weeks nearer the man­

mum. That immediatel:r gins WPA a 30 percent advantage. 

'l'h1s ra1e1ng ot' the lower wage levels of WPA proTide& an 

unlimited reservoir ot' people tor whom WPA emplo;rment •must• 

be provided. The et't'ects on the budget are obYioue. 

End of Relief Teet 

Applicants in need '!lhoae names haYs not been placed 

on relief rolls are eligible tor WPA emplo;rment equall;y 

with workers on relief rolls. 

This 111 excellent it' wags rates are kept lower than 

prevailing wages (secur1t7 wage principle). Othsrwiee it 

1a Just one more intake pipe through 'llhich the reeenoir ot' 

' 
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applicants tor WPA work can be kept tull. 

permanent Employment t or Emergency Workers 

2, 8 

Any relief worker who has been engaged on anT Fed~ 

eral or non-Federal proj ect financed in whole or in part 

by t he Federal Government ehall not lose his el1gj b1li ty 

tor restor ati on to relief rolls or t or r eemployment on 

other ~ ~ ~ ~ pro jects. 

This provision ie an excellent deVice tor encouraging 

workers to leave relief rolle, provi ded wage~rates are lower 

than annual rates in private industry. With hi gher rates, it 

merely provides permanent eligibility tor work on terms which 

industry cannot meet . It gives the worker on relief or Federal 

empl oyment preferred status over workers who have tried to main~ 

ta1n themselves 1n pri vate industry, especi ally those on part~ 

time. 

Quarterly Statement or Earnings 

This is excellent it f ollowed through. 

Government Emoloyment tor Farmers 

Farmers •who are 1n need and who need employment 

to eupplement t heir !arm income but who are not on 

relief rolls• shall have the same eligibility tor WPA 

projects i n rural areas as those on relief. 

This again 1• another intake pipe i nt o the reservoir 

or t hose t or whom WPA employment • must• be provi ded, once 

t hey get accepted on t he rolls. It commit• t he Federal Govern­

ment to the polic:r or creating eiiPloyment enougb t o proVide 

farmer s with aupplementary income, 1n addition to present 
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rarm benet1 t programs. Since 'liP A has oo~~plete control ot 

t he detin1 tion ot • need• it can conatantly lower that entrance 

l evel in rural area~ as it has been doing in urban areas. 

These t arm projects Will do little or nothing to help 

displaced tarm labor which is moving to the cities and v1llagee. 

suoplecent tor Private Employment 

Any WPA worker who takes private employment Bhal l 

• at the expiration thereof be entitled to i111111ed1ate re­

sumption ot .his preVious ('IIPA) employment status it he 

is still in need• . 

This again i .e excellent it carefully hedge~. But 

1n Cleveland and Detroit where virtually every able- bodied 

fTOrker is pro111ptly drawn into WPA this g1vee them unl1m1ted 

claim to 'IIPA supplemental employment. The detin.1tion ot 

• need• is at least twice as liberal tor 'IIPA employment ae 

for rellet. 

WPA Cand1datee tor Off ice 

'l'he bill prohibita •any person in a supervisory or 

adm1n1atrative position• t rom runni ng tor ottice while 

working tor 'IIPA. 

It doea not prohibit 'IIPA workers themselves from running 

tor office while on 'IIPA rolls. The w&Y in which local poli­

ticians sought to nominate 'IIPA workers tor local ottiee, in 

order to increase their connections With IPA, was described 

i n the report on Illinois. 

Purchase or Clothing 

ur. Hopkins 1tatsd at the conference with Secretary Wal-

lace and Jlr. !'app and Kr . Wilcox (attar you had l e tt) that he 
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had •a good deal more than t25,000,0001 to epend in purohaeea 

of clothing it he W11hed. 1'h1s wae a clear and uneqw:rocal 

statement. 

I have been unable to locate any pronl1on in the bill 

under which he expect• to exerciee that power. 

General Rel1et Funds 1n Agriculture 

The Secretary ot Agriculture has t175,000,000, plus 

balances available, tor 1 admin1etrat1on, loans, rel1et 

and rural rehab! tat1ons1 • 

Summary 

'l'he Federal Government is now undertaking to proTide work, 

not only tor those on relief, but also tor those 1 in need1 ,tor 

"orkere who have prenoualy been on any part ot the Federal 

prcgral!l and lost their jobs in WPA, P'II'A or in pr1 vate i ndustry, 

e.nd tor tar~~~ers who need work to supplement their incomes. 

Since it 1s easy to change the definition ot need, 1t 1s pos­

sible to increase constantly the number ot people eligible 

tor continuous aid. 

'l'he Government is also beginning a program or pu.rchae1ng 

marginal eupplies ot mo.terials in key industr1ee, which will 

have the usual etttct ot marginal purchases, in attecting the 

entire industry. 

'1'hese two programs together coae ve:1'7 oloee to adll1n11-

tered indue try. 

OUtlook 

!!Yen 1t there 11 no problea of finances, I do not believe 

that there is ekill enougb available at present to create cen-

tralized emergency eaployment tor so many workers. Jaergenoy 
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elll])loYJDent can be pronded only tor a ell&l.l 11pent ot our 

population. OYerloa41ng proJecte and calling it •work" do .. 

not provide any ot the peycholog1cal or vocational benetite 

of work. The eoc1al eecurity principle, by which une.ployed 

workers are g1 ven ell&l.l cuh allowances and lett to their own 

judgment to epend them, muet etill be depended upon tor the 

bulk of t he unemployed population. The eoc1al eecurity 

princi ple helps to bolster normal employment, whereae creation 

ot more and more •emergency employment• tends to increase all 

t~~ elements or instability. 

The social program tor next year will I assume be pre­

pared next November and December. I shall continue to 

collect information on t he social effects or the present 

program tor your possible uee in formulating t he program 

for next year • 

.. 

• 
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I IS ,,. W ,_, J.n\a' et e., W.t,r-Arn, 1a *1* 

,_ ..., .. , *' tao ,&a tw a ..u- t .... ,. .r t••Ueal 

~ .-. #•' * lcuw en lllccW lie ••1l\W w \Ita~ 

.r U&o o\IMJ' hpar._w tw tllelr .,,.._,. w .,... .. U... * 

ftMI' .. ,.,. ..... u 7W .,... .. w, ... _ ... u \Ita .a- .rreou 

,......._ ~ \Ita ~~epar._w .. \ _.. '117 ~. '"--7 _. ua. 

bn•,.•• la\a'M\ 1a \Ita •lW.. u .. \ u 11r..- u \!let. .r \Ita 

... W t. U a lllel.eo 

.. I I')• 

•·J .... 

IIO•o,t... '-2,_,. 

( SI:p~on) H. !J~raontho.U. J r • 
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i! .U.Jr: 

Operator : 

H. ii . Jr : 

Oper ator: 

a . !.l . Jr: 
Robert 
:Jont-

gomery: 

B .~ . Jr: 

;.! : 

a . ,~ . Jr: 

1.1 : 

H. !I. Jr: 

ll : 

H.:.I. Jr: 

!1: 

B. r.l .Jr: 

14: 

Hello. 

June 29, 1938. 
12 :37 P.lol . 
12: )8 P. M. 

203 

Mr . Montgomery ' s line is busy. Can you talk to 
Mr . Oliphant while you •re waiting? 

* * * * * 
Hello. 

lolr. ~ontgomery. Go ahead . 

Hello. 

Hello . 

lAr. Mont gomery . 

Hello, Yr. Morgentha u. 

My secretary made me t alk to you because she's 
one of your fans. 

(Laughs) Well, this .... 
Such is fame. 

••• has little t o do- my call bas very little t o 
do with the motion picture business . 

Good . 

I'm glad that it worked because of that. I am the -
I am the presiding officer out here, Yr. lolorgenthau, 
of an organization known as the Screen Actors Guild. 

Yes. 
Which is a large organization compri sing around 
12, 000 members, all of the acting profession out 
here. This thing that I have to - wanted to t alk 
to you about, incidentally, bas nothing to do with 
taxes; you can put your mind at rest about that. 

AU right. 

Ah - we nave .... 

Regraded Uclassified



a. li .Jr: 

II: 

H.li .Jr: 

&1 : 

B. li . J r: 

II: 

H.!l.Jr: 

1.1 : 

I! .!L Jr: 

1.1 : 

B.1 .Jr: 

l! : 

B.li.Jr: 

ll: 

B.li.Jr: 

?.!: 

B.ll.Jr: 

II: 

B.M.Jrt 
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Lots or times •• • 

••• some information which we think will be of 
interest to you and to your Department. 

Yes. 

Particularly to you personally . 

Yes . 

It's the type ?,f informati on which- I don't want 
to appear too mysterioso• about it, but - I don't 
think I ought to talk to you about over the phone. 

Yes . 

And although I was perfect l y Willing to come to 
Washington, try and make an a ppointment with you, 
I tound that I c ouldn't get away. They'll call 
me for a picture in about three days now and I 

can't fly . 

Yes. 

However, I can send down t o Washington llr. Lawrence 
Beilenson, who is the attorney for this organization. 

"'awrence • •• 

Beilenson - B-e-i-1-e-n-s-o-n. 

What's the first l etter? I don't get it. 

Lawrence - oh, Beilenson - B as in Boston. 

Beilenson. I see . 

Mr. Beilenson is the - is - i s my attorney and 
attorney for this organization and he has all 
the facts and - that I wanted to give to you and 
could present them to you it 1 could make an 
appoi.ntaent w1 th you to 81e him. 

Surely. 

At your convenience . 

Surely . Will be come by train or air? 
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S.!! .Jr: 

M: 

H.!4.Jr: 

ll : 

H • .A .Jr: 

ll: 

H. rl .Jr: 

IJ: 

H. !A. Jr: 

II: 

H.loi . Jr: 

ll: 

20S 
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a e will come by air . 

Well, wby no t get him here, say, Friday morning? 

Oet him there Friday morning. 

Yes . 11 o 'clock. 

At 11 o ' clock at your offi ce . 

Yes . I know that the Los Angeles pl ane will 
be in by that time. 

I see . Thank you very ~ • ..sir , and I will -
I will get in touch with~. Beilenson and have 
him leave so t hat he Will be in Washingt on a t 
your office Friday morning. 

Now just a second - this is Treasury business, I 
t ake i t. 

This i s Treasury business . 

All right. I ' ll be glad to see hi m. 

Thank you very much. 
taking my call. 

I do appreci ate your end 

That's quite all right . 

All r 1ght. 

-· 

• 
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8/29/M 

A OOPJ of the attached letter 
fNa ·Kr. lpro111 ... eent to the Pree-
1dent at RJde Park tod&f. 

• 

• 
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' 
F'EDEAAL RESERVE BANK 

Ol' N•wVoRK 
J'IUIII 24, 19)8. 

Secretary• 

Th6 larceet long-term s ecurit;y flotation duri"'! the put week 

u s the public offering ot tl>O ,OOO,OOO lletropoliten Water District or 

South6rn California bonds, wbiob dealers acquired froa th6 Reconstruction 

Fln&nee Corporation. Th6 bonde are 4a, due 1946-86, were acquired froa 

th6 Reconstruction finance Corporation at 107, and were reortered to 

;yield 2. 65 to ) . 65 per cent. J.ccordlllj! to the iiiCOIIJ>l ete reporte nul­

able , tbe l aaua waa well r eceiftd. Otber 8Unic1pal bol>d ewarda duri"'! 

tbe week totaled about t(.,OOO, OOO, and corporate ieeuea about a12, 700,000, 

of whl.ob $10, 400, 000 n1 Oonaolidated Oaa , Electric Ligbt and Power 

Company of Baltimore 3 1/4• or 1968, placed pri ntel;y, tor r e tundlnc. 

The t wo ortarlnss to atockboldera--$7 , 800,000 ot Pbilip Morrie 
r , 

end Co11pan;y oonTertible preferred etock and $40 ,000, 000 Couomrealtb 

Edieon Coapan;r conTen1ble dabenture-wbl.cb baTe been snbject to IIUI>­

acription risht• durins tho l aat two or tbree week& were teralnated tbla 

week, botb quoted at IIUbetaDtia l prellillal and doubtlue al.aoet entlre]J' 

tektn up by at.ockboldara . Tba IUCOIIB of tbaae h aull , COIIbined ritb t he 

recent atrollj! edTancaa 1n t he a tack and bond aarkate, will co a loac n:r 

toward aradicet1ac tba reu l nlac ill ettaota ot th6 laa t otter iJICa ot tbla 

tbe unauccentul Pure 011 and Betblebaa Steel i aaull l&at t all. 

In tbe tield or ahort-ter~~~ tlnanciac, tbe Federal HOM '-A 

Banke tbla week a old $41, 500, 000 ot one-J&&r debenture& a t a price to ;yie ld 

0 .435 par cent, aa l aaue wb1oh n a ~late]J' onraubacr1bed. 

• 
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.Ucl.itiou ban bMn ...Sa to tba Uat ot proapeotin oorporata 

11-• 1n 1uq, ao that tba expeotacl. total 1a now about t22,,ooo,ooo, 

ot wbiob alllhtl:T .,.... baU will ba ... oa~tal. Tba tinaJ. ..ount M.7 

,.od.i}J aurpaaa tba 1UM total ot $24,,000,000. 

Honorable llaDr7 llorpntbau, 1r., 
S.eratarJ ot tba !'rea1Nr7, 
roahift(ton, D. C. 
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8A.rrr P8.&.NOI800 B .a.A..DQO A.MT&.R8 

A . ~. OIAHNIHI 
_ ... 01 .... ..-00' ..... ~ 

-
Honorable Henry Korgentbau, Jr . 
Secretary or the Treasury 
llaehington, D. C. 

8 A.'N P R A.NO I8CO. OA.LlPORNIA 

June 22, 1938 

My d.ar llr. llorgentb&u• 

I thought you would be interested in the 

encloead copy or a letter we have addressed to tbe 

llanagera of our 493 branches, which I 8lll sending as 

further evidence of our cooperation with tbe Govem-

:oent ' s recovery prcgraa. 

Sincere}¥ yours, 

• 
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lluttk of AHt.-ricu 

SAIIIJW. 1111U AS10C1.11Di 
IJA.lif rMANCI8CO 

Pr .. ldent to llanacua 
Po11cr Lotter Io. 4 

I. M. O IAHNINI 
_ ... t•n 

Dtar Co-workersa 

J'une 81, ltH 

BUI!J'JICT I IIJIC LOANS JOR CAPITAL PllJIP()U8 

You are undoubtedly t&e~il lar wi t!l t ho recently enacted 01 ... 

Act, authorising the RrC to make loans to businoso onterpriooa whore 

IUCh capital or credi t is •not otherwise available.• You have &lao 

received our Circular "C-99" ot J'uno ?, otatins that we have asrood 

to cooperate with tho IIJIC in accoptins appllcatlono tor this typo ot 

lO&D. 

It is not aurpr1alng, perhaps, that bocauaa i t baa not alwaJ• 

boon made olsar that the real need ot "alll&ll businosa• is tor capital 

rather than ordinary credit, stato.,.nta have boon IDII4o that banks are 

tall1ns to aid business aa thor should, It not ottaot bJ tbo tacta , 

aucb statements mlgbt easily provide tho basis t or a move to eatabliah 

scvornmont credit banks tor business and indus~rr. 

It is dot1nitolr our policr to work along with those small bual­

neu men and make capital loans it tho moral risk 1o aood and it thor 

will work out in a reaoonablo time. Therefore, the poeaibilitr ot 

maklns a bankable loan out ot an apparently unbankabla application 

1hould be thoroushl;r explored, l!ut when tho application appoara to 

bt ot tho t ypo JOU C.,Ot haDdla1 resardleal ot dlapoai tlon to part1c­

lp&to1 it 1a to ba forwarded to our Loan Buperviaion Department at 

lktlquartere in accordance wi tb tbo procedure outlined in Circular 

'C-99 1 • 

Bore, tho application will ba ravlawod and it no war can ba 

found to develop it into a bank loan it will be forwarded to the RJO, 

wboro the roaponslbilltr ot tln&l .. coptanco or rejection will raat. 

Meanwhile our Loan Supervialon Department will coepile a coeploto do­

tailed rocord ot all aucb appl1catlona. Jach will be followed throuah 

and tlnal dlapod tlon noted. SUch a record will not onl;r build u .. tul 

ltat1at1cal 1nto~tion tor our bank, but W1ll alao &iva ul facta with 

Which to retute anr future quaatlon aa to Whatbar thia bank haa ex­

tended ltoelt to meet tho laalti .. t a naada ot bualnaaa . 

Lot ua remember that it 11 our datinito pol1cr to haY& ou.r 

b&nk arant & aound conatruct1vo and oocprehanalva or~1t aervlca in 

aacb ot the c_,.,itlaa in Which n are rapraaant~. It, of couraa , 
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I'Ha14aclt wWI.....,.. 
PollGJ X..\\er •o. & 

luna 11, ltlll 

11 
1
our dutr to oerrr out thil pol1cr 1n r cur particular c_.n tr 

.,d i f rcu teal rcu ht.va an:r b4Dd1eap 111 doh>& eo, pleue feel tree 
\0 eo=ut~ioate rour probl- d1reot to ... • I oont1deDtlJ ant1dpaw 

1
tnr tllll oooperaUoD. 

J .. t pereoD&l wilbea. 

Cor4i&llr roure, 

L. II . Oi&DD1 
Pr .. iclen\ . 
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June 28, 1938 

!he llonorable 11•1117 llorr;euthau, Jr. , 
Seoratory ot the Treaoury, 
WalhiA£1;011, D, C • 

MY dear Seoretary llor~ntha\11 

1 take pleuure in undinr; you berewitb 

our weekly ,....,r andua on b\ltill&ll oondiUono and tbe oca· 

.adity aarketo prepared tor 1Ater-ottioe \II&• 

Gao. B. Roberta 
V1oe•Pru14ant 

__, 
;xl 
n -. 
~ 
-: 
:--

.. _, 

~ 
~ 
"" t8 
~ 
;)0 

VI 
a> 
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IPOr ca. "itt PIZCa 

JUM 211 Week leo llaath A&o Yev Ago 
atm. J-., 1, 1828 

~ ~ 

8,86,! 8.61/ 7.92/ 12,78 2ll,80j( 
~1. '10 $1.82 $1,11) $1.87 $8, 81 

6.001 

13,871 12.211,! 11,2111 
e1.oa 

f2,90j( ~.'Ttl,! u.eo,r 
111.87jl' 88.1i01 2.68,! 

~12 .1i0 $11.00 $11,00 
67.211,! 12,1i0j( 18.8¥ 

4,50,! 
018. 26 $23.76 ca.z6 

4.00,! 4, 00,! 
4.50,! 4.00,! 4.00/ 

8,001 9.50,! 2. 861 
8.7¥ 8. 761 t.~ 

8. 20/ 4,80,!. .4.461 7.6¥ 17.761 
8.921 8.77,! 8,66/ 

a.&¥ 

9,16/ 9,11,! 
11.72,! 16,001 l , tl2j( 

11,061 8. 80,! 
8.02,! 12.711/ 18.22jl 2. 97jl' 

011 7.00,! 8.501 
8,46jl( 12.30,t 19.231 4.10; 
8, 87,C e.oo,r 10,88j( 2.68,! 

$0. 783/8 $0,81 $0.74 7/8 $1. 30 $2.16 S0.46f 
$0. 67 '5/8 $0. 6'1t $0.~ 01.22 Sl.a&~ tx>.21 

,R• 1,78j( 1. 801 1.76,C 2.661 a.50; 0.671 

00. 84 eo.M 00. 86 $1.02 01. 28 $0.386 

8. 50,! 8. 50,! 8. 76,! 16.261 28. 50,! 3,76,C 

8. 30,! e.301 e.a&l 11.ea1 24, 671 s .oo,r 

9.oo,r s . oo,t 9.00,! u.oo,r 2S.87,C 4.871 

140.8 138,2 132.0 204,3 

Rubber • Du,r1.Dg tM po.et a monthe the price ot JUly rubber futlr es w rio en 

10,43/ to 13.9~, OJld tbit epot tllrlcet tronlO 5/al to liS 7/el. lloat ot tbla pin 

298 

occurred s inoe the llrd· quarter quotu ftre aet at 46~ about a l:lCIIth ago, Chiat 

b<lclc ot tm riM hu been tm rellppearllDOe or good tllot017 bu;yint• Blqere 

that no long u quott.e are Jcept llt 461{ wwld etoclca (bCW e.t the approxi.allte 

will decline ateadi~ even it the preeont lClW levels ot OCI!IIrllq)tion in thia o<>Wttr7 

eont:inuos , >Ybich il tbe woret tht.t need bo expected, 

Obo ot the ett.bderd eTidenoes ot taotoey bu11n& is the narrow~ or prioe 

dit:ror•onthJio between different p-lldes or rubber, Iil tm put S 1:1011tha tho spread be­

the beat and poorer gr ades ht.s bean out in halt, 

A factor Whioh IJ>s per hllp1 helped tbl riM il the continued detioionoy in 

shipmonh below penduabls quotu , At the ond ot tho let quarter 1 total det1-

""" 17,114 tone. Iiletend ot being 1>11de I.1P in b 2nd quo.rter , it """ loclca u 

d oric1onoiee would illoreue, In h!)ril tlloy inorellled •lillbtl7 to 17,488, wbile 

~·~·!"~:;.::·:!gu~~~:·::ne~tor Ull)' il:1clio~>te another r iae poaaib~ to t.hout 25,000 tom. Uoet 

01 ot rubber h attributable to thlt ~h But Indiee, 

'rhe 111pp~ ot r ubber tor the 2nd ht.lr will be tiO!pO!ltod b7 10IIdn& I.1P theM 

>•>••nc:Lea, but it quotu ere )(opt at 4~ tor the 4th quarter, the 2nd ht.lt •1.1PP~ Dq 

•nll:!llted t.t ro~ aT6,000 tona which is 76,000 tona belort renecmllbl e eatSmatea ot 

Mlt WOrld CQII.IW:ption, ct 450,000 tona, llelloe ,....ld etoolca, which l:lll)' not riae tuOh 

660,000 by the ond or June, due to bol~oota lhip151nt1 in tho le t halt, lbould be 

l"el!t tcAd clooo to 676,000 1>7 Ule end ot tho ;yeo.r, ooi:{)Ared with 814,000 at the ODd ot 18ST, 

IID.y tiro a~tietioa WCII'I to.vor~>ble, Tire etooka declined troa lO,SlG,774 to 

00 and aro nowLfl( below a ,.e.r ago, 'I'hia 11 alitbtl:Y leae tllllD a a mantha• 

o.ncl cloae to no!Wll . Shipment• inorenaed to a,aT%,118 trCD 3,11111.3~ in ;,prU 

Pr•>ductllcn roee 1Usj!tl:y to 218411649 trca 2,'106 , 11!8, :nth exc.aa t ire etocka t.b• 

• a tiO<Iorato~ bettor trend in crudt rubber .oC118IJI:IPI;lon h likel:y. It tbe __ ,.'Cite 

holds to the 4S~ r ate oouti.J:Iwd;ion ot the price ..s.,_o, Oft!" the 1011(; pull , 11 to be 
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~- Dcrlloctic aalea re.ohod 7,268 tc:ce 011 2buradq, largeot daily vol- 299 
laar.w,;uot. 'l'bla brOUf:ht J\me aalee thr0U411> tho 2llrc1 to 2,, 94.7 t ona (b1f#1e.t 

1.,t AllJ;UOt) ocmparod with 1S, 731 in Mq, in the aeae 111J8bor ot baailleaa c1qw 

~ ~1to:r. &Uoltare an fr14-,y rliiaoc1 tluolr eorcp buyins price to 'Pt' (low wu 71 
woet<a 1{;0) end export copper roae to 9,SO.IJ.~ o0Cip&rec1 with a l ow ot e.~ a OICIIlth 

1ho d~stio prioe r•o1noc1 UDohan&e4 at 9.0Qii, '!he Locc1on IIU'ket o<mt1mloc1 etrcac 
week lllld copper roae to 1.37# Fr14q OCliDp<IJ'od with a low ot lo3ef a month 1.&0• 'fhle 

London wu J.ST lV'• aDd the export price 9.~9.•¥· 
'the spurt in domaot1o oopper aalea 1e attributod more to the repl«Dillhill$ ot 

"1f oortain tahr1oatorq tlwl to ~ b oold.ns of luger ordera tor their tiniabaol 

>rocl'l»t.h 'l'be t rade teela that there 1e pleaty ot oopper available at 9J, Retinec1 

011 I~ S1 nre ll89 ,809 tona • Abtual domaatio 00111\llllptian ot copper 1e eat1matoc1 

bt avero;;inS ali~tly belCIW fO,OOO tc:ce per IICIIItb , 

Lead • Sales have 1Dorouoc1 aherply, Durill$ the tlrat S weeka of June, dccea• 

lead iiil8'o were 26, M6 toDe or about &t the ICq r &te ot l:line produot101l 11hiah wu 

tons. For the •- period in llq, ealee wore 6,9!8. With ill oonsu:oro b~ 

the batteey IOUluhoturera, wboae purahuea heretofore have bee Oil a moat reatriot-

bade) priooo were raieed S ts.&e l&ot week, a total ot $10 per ton, ~the 

York price to 4.60t/ tram 4.0Qii a weok aso. Good ~ wae reported at the 

lnole. 
Sa:>e of the luger tdnea ha't'8 :now built up retinoc1 atooka to about; their Ua1t. 

~;ood ~ oont1nueo, further ourtaill:lent 1e expectod thio eumor. Lead. oCM­

ship:ooats to retiDc'a are t'ILlllJls aharply, laat nek'e ehipoeuta be1n& the ..U• 

1n 3 yoo.rs . This pointe to lG~~Gr lead production. 

Mt,y lead atatlotios ahowod a drop in production to !2,9'19 tooa t'rom 39, 291 in 

(the peak n.e 49,681 laet Deocber ), abip:~ete roao allf#1tly to 26,011 tone tra 

1011' April level or 25,962 while etooka rosa 7,008 tona to l&S, T2S tana tr0111 

156,715 at the OZld of .April. A yeu eao l....S stooka were 1161842 tone. 

Z!.no • Sales ot prime weatorn &ino for tho week endod June 22 were over 8,000 

br~ tho total tor the tirst S weeb of June to cmor 16,SM t0111 occpered with 

671 tor tho tull 10011th or ~. FUrther heavy eCLlea nre reported later in the week, 

lfith eellera \lllldlling to diaposo ot luge qiWJtitias at the unprofitable ~ 

lenl, prloea wore raiaod S timea durill$ ttoo nek, a total ot $10 per ton, bringi.Dc the 

prl.oe at &at st.Louia to ,,rop, a riso ot l/"' tor the week. 

!in • '!he IDtemational '1'1n o-.ittee lml0UI10ed laet week that J:I&J'ket llhiP­

cente woui4be restriotod duriDC tho Srd quarter to sO:C of b&aic quotaa mile lo;( ot 

cutput • ould go in the Butter Pool. (!atel troduotian 1a I<Bpt W>Ohcged at ttoe •&lC rate 

OMoUllaec1 3 weeka &~;o), Shi~• to market dUJ'inS the quarter w!ll ba aroUDd 2'1, 000 

tana, prmdod ncm..quot& oountrha ohip 7,600 tOill. Dlil .,.,.,., a e,ooo tOillliOiltt>q aupply. 

CCIIIIJ:lption tor the first 4 mcctha affrasod ls,ooo. About; 1,660 tone JCODthly will go ~ 

to tho Pool. Dlia toreouta a aherp drop in world stooka and tho price haa ria., aberpq 

to 4¥ tr010 .. low ot slji ra.ched early in ~~-,y. r;ith quota eh1P*lte durin& the preuat 

quarter e.t the ocq>uatS.vely hi&b rato ot 68,(, world atooka dropped 2,&H tOill in llq. 

At 26,308 tone they .,..., oal;y a 2 months • aupply basod on latest oanauaptiOil fiF"• 

fin OCIII8Qil't10D outlook in ttoS.. oouatz7 1e oloudod by proapeota of some r ... 

dilation in the fruit 1114 •eget&ble p-.ok this yeu, due to large oorryOftr tra laet 

Fear • 1 h&G'I)' p-.olc. !in plate 1nc1uetr)' ie ourrantly operatill$ at s5-4o;< of oap-.oit)<l 

D<Zlpt.red with 5().68jC & IDODth O.SO• -'- ahould 

Siam h&e umOIIIlOed that abe will not join tho aun.r Pool . It ..,e 

withdr• trc:a the •• .,..,., eatireq her c&rlcet ehi).BCta mi&ht rbe to 1,:0 =­
-tllll:r (193? produot1oa rate) u agaiDat M6 toaa ~:~«~thly all and her at e 

rlte. 

AliiD B , f41CC'le, 

8t&tirt1o111D 
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COIIFIDPTIAL 
TREASUJilY OEPAJilTMENT 

.,... June 27, 1938 

Subject: 

Seoret'?l..r enthau 

Jlr. Haa 

The Bue neee Situation, week ending June 25, 1938 

Conclusions 

(1) 

The spectacular rise in stock prices this week confirms 
vari ous evidences or improving business, and advertises to 
the country in a dramat i c manner that the tide or business 
has turned. 

Together with t he upturn in commodity prices which began 
several weeks ago, the stock market rise is also becomi ng an 
active factor in i ncr easing business activity. 

(a) It haa forced business sentiment into 
widespread optimism almost overnight. 

(b ) It has sti mulated i ndustrial buying in 
numerous l ines. 

(o) Rising price levels are tending to i ncr ease 
agricultural purchasi ng power, to increase corporate 
earnings, and to elim1nata t he i nventory situation 
as a depressing raotor . 

(2) 

Additional evidences of underlying business i mprovement 
have appeared this week: 

(a) Further adjustments have been made in the 
pr1ce etruoture, through increased prices or raw 
materials and reduced pri ces or steel products, 
automobile parte, and certain rarm machinery . 

(b) Department store sales, adJusted, have 
increased to t he highest level since aid-April. 
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(c) The Ford Motor Oompanr bas increased 
output this weelt to the h1gbeet rate since April. 

(d) Steel scrap prioes have riaen sharply . 

(e) A sensational upturn in cotton textile 
sales apparently foreshadows a further increase in 
m111 activity . 

(J) 

Two maJor factors account for the beginning or a turn 
1n business at this time: 

(a) Inventories, which t hroughout the reces­
s i on have been an indeterminate bearish factor 
have apporentlr been liquidated to a point whe~e 
production can again advance. (See discussion, 
PP· 5-6.) 

(b) The recovery progrl\lll is beginning to t ake 
erreot. The increase in excess bank reserves has 
stimulated bond and stook prioee, and some pre­
liminary effeots or the spending progrNII are al­
ready being felt. 

• • • • • • • • • • • 

The stook market upturn 

The nearly vertical rise in stock prices tb1a week on 
heavy trading volume, coming with dramatio suddenness atter 
a week in whiCh the volume had dried up to a twenty-year low, 
reflects a previous over-discounting or beari sh factors 1n 
the current s ituation. One illustration of this appeared in 
t he unjustified belief a rew weeks ago that the automobile 
companies would cloee down oompletelT during the summer, and 
that steel operations might be reduced to 15 percent . Ae a 
consequence, a heavy volume or investment buring and short 
covering, which had been postponed awaiting the expected sum­
mer slump, came 1nto the market as soon as bue1neee showed 
si gns or turning up instead of down. 

Bueinees eenttaent baa been decidedly changed by the 
r1ae in etock prices, part icularlY since it confirms the 
upturn i n coiDIDoditY pri ce• which began earlT i n June. Re­
porte rrom varioue sections or the country mention an 
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1aproved peychology among buyers e i nce t he stock market up­
t•Jrn. This hae been parti cul arly true among buyers or raw 
mat erials. 

(1) In the copper market, the American Ketal 
Market says that •There is no denying that t he 
recent change in sentiment toward practically all 
coJomodit1es and markets is proving to be a power­
ful propelling fo rce in copper.• 

(2) I n the lead market the demand wae said to 
be • too str ong to be coped with freely" . 

(3) In ~inc, the 1 coonlete transition or the 
ma r ket from a state or dormancy to one or outstand­
ing activity and strength is even more remarkable 
thAn in lead0

• 

(4) steel scrap nricee have been marked un 
three times this week. under increased demand. · 

(5) A sensational expansion in cotton textile 
buying has occurred, extending to all types or 
goode and from all cl asses of buyern, including 
buyers of cotton goods for industrial purposes. 
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An important reason tor the widespr ead change in s enti­
ment is that market writers, f orced to explain the rising 
price trend, have brought out and advertised to the countr y 
a t large the nucerous favorable factors in the business situ­
at i on, and subordi nated the unfavorable ones which they had 
previously been emphasi~ing. 

In addition to serving as a measure or i mproving busi­
ness, the upturns in stock and commoditY prices are taki ng 
an active part 1n bringing about such improvement by (1) stim­
ulating industri al buying; (2) increasi ng purchasing power, 
particularly i n agriculture; (3) increasing corporate. earninge 
through worki ng toward higher production rates and increased 
valuations or inventori es; (4) reducing the pressure to liqui­
date i nventories, and ther eby t ending to r emove this raotor as 

a beari sh ~nrluence. 
Further evidence or buaineaA improvement 

Additional favorable business development s have appeared 

this week: 
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(l) Further substantial progress has been 
made in correcting price disparities through the 
upturn in raw material prices, which has been com­
bined with reductions in prices or various fin ished 
or semi-fini shed products: 

(a) 

(b) 

(c) 

A general reduction i n steel prices ranging 
trom 6 to 10 percent at Pittsburgh has been 
announced by the U. s. Steel Corporation. 
Greater reductions were made a t Chicago and 
Birmingham, thereby modHy1ng basing point 
difter!llltials. 

The Caterpillar Tractor Coopany hae an­
nounce& a reduction 1n prices on certain 
l ines up to 23 percent, w!l1oh will be fol-
lowed by other companies. 

Automobile parts coopanies nre reported to 
have out prices up to 20 percent on sooe 
items. 

(2) Department store sales hnve increased for 
three successive weeks . For the week ending 
June lg, the seasonallY adjusted sales index rose 
to g3 , or 10 percent below last year. This repre­
sents the highest actual level and the smallest 
decrease below last year since mid-April. 

(3) The Ford Kotor Coopany this week increased 
production to the highest l evel s ince April. Al­
though ot her leading companies reduced production 
somewhat, the total output has held very steady tor 
three weeks, reflecting well-maintained sales levels. 

(4) The Bui ck Company, whose r etail sales dur­
ing the first 10 days or June were higher than in 
the similar period of Uay, has begun t o buy steel 
tor 1939 models. 

(5) An increase in steel operations tor the 
third successive week has been due not onlY to in­
creased orders, but also to the tact that stocks of 
fin i shed steel in the hands or steel oompa.ni es have 
been greatly depleted. 
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New orders 

Steel order• tor laat week, nreoedlng the etoot aarket 

rise, declined to an equi•alent ot 29 percent ot oana oity 

as comp!U'ed with the nre• toue tigure ot 37 per cent. (See' 

Chart 1.) St~el orders are strongly intluenced by the etook 

market trend, as the chart indicates. The orders tigure to 

be recaived next week will retlect only in pArt this week ' s 

stock morket upturn. 
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It is uncertain, as yet, whether t he moder ate cut in 

steel prices will lead to increased buying, but the tact that 

prices tor steel eoran and other oolll!lod1t1ee are rlsing may 

well lead steel buyers to increase their purchases on the 

beliet that no turther reductions are in prospect. 

New ordere tor products other than eteai'd~ing the 

third week ot June, not under the tntluence ot the etoct aar­

tet rise, were also somewhat lower, our index declining to 

41.3 as compared With the pre•ioue week's tigure ot 45.5. 
Textile sa les etnce then ha•e increased markedly, and, to­

gether with the stimulation to other orders that hae doubt­

lese been pro•1ded by the stock market unturn, should bring 

an increase in the next weekly index figure. Any marked 

improvement in orders woul d likely be reflected very quickly 

in increased industrial acti•ity. When untilled order e are 

l ow, as at present, there is • ery little lag between new 

orders and production. 

Inventories substantially reduced 

Trade renorts and •arious stati stics indi cate that a 

eubetantial reduction in in•entor1es has been an 1mnortant 

factor back ot the recent tendency toward bue1neee 1mpro•e­

ment. The actual e1ze ot corporation inventories remains 

indeterminate but estimates we have made ehow t hat inventor­

lea have ap~~ently been reduced eutti o1ently to allow 

busineee again to adTRnoe. 

In Chart 2 we show (1) 1nduatr1al production tn dollar 

•olume co~ered with an estimated trend ot coneuapt1on in 

dollar' •olume (2) the indicated monthly addition• to 1nnn­

tor1ea or red~otion tn innntoriea, and Ol anbeg1st\m:te 0 ~ 

the ououla ted chAnge in 1nTentorise stnce the e nn ng o 

1935. 
It will be noted that production· consistently exceeded 

coneumption tro• early 1n 1936 unt il October 1937, reeult1ng 

in suocess1Te •onthly addition• to 1nTentori~ Il ::~o!ot 

until J o•e•ber ot laet year that production ppe 
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consumption, and liquidation or the accumulated 1nventor1ee 

began. The r ate or liquidation declined 80mewhat in M&J, 

ooesibly indicating r ee1etanee to further inventorJ reduc­

tion. 
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Our e stlmate or acoumulated 1nventor1ee shown b7 the 

lower curve on the ohart indicates that b7 the end ot Ka7 

193~ the total had been reduced to about that at the begin­

ning or 1937. Inventories at that time were below normal in 

t er m8 ot prevailing business levels, as were the 1nventoriee 

during 1935. While changee in t he dhtributlon or 1nnntor1es 

may atteot the compar1eons, the present inventories should not 

prove burdensome, part1culerlJ 8ince rising prices convert 

inventories into aasete rather than 11abil1t1ee. 

Bea!J inventory accumulation ln 1937 

The extent to which 1nventor1ee were accumulated during 

the summer and tall or 1937 1a shown in Chart ~· In thle 

chart our estimate ot total corporate inventor ee 1s compared 

with the FRB producti on index and with our oompoeita index ot 

new orders, Production continued at a hlgh rate tor some 

months after new orders had ahArplJ declined, partlJ to bu.lld 

up stocks in ant1c1pat1on ot labor troubles, and partl y be­

cause ot a w1deapread belle! that new orders would improve 

after Labor DaJ. 

The increaee 1n commercial loan8 during 1937 wa8 largel7 

tor the purpoee or carrJ1ng inventories. (See qhart 4,) The 

oersiatent increase i n commerci al loans in the eummer or 1937 

wee generallT r egarded at that t l me a 8 foreshadowing indue­

trial expanlllon and therefore bull18h, ActuallJ 1t was a 

beari8h taotor. S1milarlJ, the reduotlon in coamercial loans 

recentlT hae been held a8 an 1nd1cation ot business contrac­

tion, while actuallJ 1t retlect8 a liqui dation ot inventories. 

RecoverY program becoming ettective 

A second ujor tactor in the lmprortng bue l ness trend 18 

the increasing influence ot the reooverJ program, ln both ita 

monet&rJ &nd ita det1o1t-apend1ng &speote. The 1ncreau 1n 

exceaa r eeervea t1ret atteot1ng Governaent bond prlcea and 

strengthening the me.rket tor new corporate lasuea, hal in­

creased the demand tor high-grade 8tooke, and doubtle81 

helped to br1Da about a rile l n tbe etock market aomewh&t 

earlier than it might otherwise have occurred. A coaparlaon 

ot the timing ot the upturne 1n exoeee reserves , bond prioea, 

etook pricea and collll!odltT pr1cu h ahown l n Chart 5. 
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1 L (}a _, !I- rfJ-· 
LONDON, June 15, 1938. 

Dear Mr. secretary: 

I thought i t might be useful to d.Paw up a SUI!IIlary 

of the Bri t1sh financial post tion with a view to 

evaluating fUture trends and I venture to send you a 

copy. 

Needless to say , I conti nue to hope that you may 

yet find it possible to come over this summer . 

With kindest regards , 

Sincerely yours, 

l~ (}_J.---= 

The Hon. Henry Korgenthau, Jr., 
The Secretary of the Treasury, 

Washington, D.C. 

• 
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AMPS.oan .._,,,., 31 / 

Loii40D, 

,_ 10, 1~. 

'1'BE BRI '1'1 Sll PIWA!ICUL Otrn.OOit. 

Tba UDlted lt1Jaed0111, ln o-n wlth other Jllluooptan 

o+ntrlla, la now taoad with what 111pt ba 4aaoi'S.bacl a1 

a raoa 1n exha~li or a tlnano1a1 anduriUIM ta1t. In 

I - .-
' aplta ot Or.at Britain'• Wlalth aad raaouroa1 a prob1 .. 

ot tha t'irat ~t'llda 11 rapidl7 dnaloping. 

AI ita oonti'S.butlon to tha art~aant raoa now 1n pro­

gl'lll, Great Britain hal lllldartann a progl'Ul 1nYo1 v1ng an 

aXpanc11 tuH ot o•ar &l, 800 111111011 in tha t1Ya :raara ba­

s1Drli.ne AprU 1 , 1~. OYir " 00 1111l1on ot th1a aount 

11 to ba bol'I'OWad, tha remaindar to ba obtained bJ taza­

t1on. aoth th••• announced tlgur .. ara alread7 out ot 

data, howa••r, and no 11a1t to the aruaent pl'OSJ'UI and 

tha u:penc11 tura whioh 1t will lnYOln, oan be anYlaasad. 

Ttl. talk ot ra1•1na the naoa11&1'7 1D0n17 bJ borrowing aDd 

bJ ta.sat10ft praaantl c11tt1oult1 .. baoau .. , 011 tha -

hanc1 tha ~~ati0ft&1 4abt 11 alraad7 ••rr high, aDd Oft tbe 

other tuatlOD h adld.tM417 at a 1en1 oruhln& 1n lta 

attaot. 

v, to tbe preaent the 'Oil1 ted ltlngdoa 1».1 ban a'b1a 

to ..S.atala al.IDO•t o~lata t'reedoa ln the t1nanolal and 

aoODOIIlo ap.rea an4 an7 -nra• ot 4r&8tlO -trol. wc:~Qld 

'be~-. 'lblr• &N, boweftr, c11aa4Y&D~•• 1n •-a-to 
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a114 tlDaDolal hnS• u o ;ar..S wUb a total.l\arlaa 

qat•, e- a -~ ott«<ft 11 oalllcl rGr, 11peolall7 

31!3 r 

1! tba tl'f4e OJ'OlO 11 OD thl clOWD nlDI• 01...-.taDMa 

•'1 00111pel tho tJa1 tocl K.tn~• to taoo "P to the 1111Pallla\­

abla qpoatloa - la thl ctasrao ot aoona.lo and tlnaDolal 

tl'oe4a. whlob atiU Jll'•ftlla a l'IUall"f wblob, 1n tho ol~ . 
o\DUit ano .. , abo oamot attOI'cl 1D4otlllltol7' 

1'M tl'a4o l'OOOIIlOD wblob 'bopn to bo nldont ln t lw 

UDltocl li.D8(!oa ln tlw au~ oontlmwa. Up t o a tow - k• 

aao thOl'o bad al~a bee tho hope that - att.al.ue, 

poll tloal, ooODa.lo or Aalerloan, lllsbt turD tlw tlct., 

tNt tho10 bopoa aN now dwiDdl.lJic and t ho Stoolc lb.ollanae, 

t he bulneu - aD4 the Oon~t aN nldentl :r bo­

ilDIIlDI to ..n t helr oaloulatlODe on tlw baa11 ot a o­

tlmaod b\lalneu doollne, wl th no 111ob qulok NloaM tl'a. 

tho blpaaao. ~la,_nt 11 IIOWltlna and wlll lnOI'OIM 

\ins ooate ot Clonrm~~Dt, protlte are talllng aJI4 wlll 

oul'ta.ll tax Jleldo, uporta are deollnlng and wS.delnS 

t he t l'ado 'balanoo dotlolt, lnoa.e tra. lnrtalble ezpol'ta 

1a cloollnlDc, aM -a•• .....S.n risld aJI4 1nduatrial ooata 

hl&h. S'UOh ed'faDt ... u -· ha. 801'1 ta'JOl'&bla ta~ 

ot tl'a4o 11 .oJ'O than ot!Mt b7 tho dlttlcnaltlea ot -

potlng ln export ... r kata, wblle auoh ats..&l'lla •• tho 

araMilt propoaa slYea to lnduatl'J' 1a too oonoetl'atocl 

ln a tow tl'a4oa t o oCNDtol'aot the doollM ln pnll'al ln.­

duatrial aot l't'lt.,. 

!bt preaent oooon-t o al"-t l OD 'be&l'l oortalll N.­

bl anoea to tblt ot 1111&1, "'- _,. ot tho lntl-• 
-ratecl olloft wre oporatlft0 ao that \be ... n!OD 

na~ al'lHa 1lbetbel' tho UDltocl K.ta .. a. oan •saln 
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.. lor _..NM17 mwu• .,_.,._ M ..._.._.Sa 

ltllo '1M --- M Ual1 11 \ba' Sa 1111 UaiN ... 

aftila!Jll a ...... ~ •noouuo• '*leb laaft - 'IIHa . 
ue4 lip &114 ... ,, be ...... ,..... !'lie)' ...... 

nnl• 1t UP .. , cal7 lltNtM a •91Jic 1t • m 110 

11Ul1m la la'-ft l""•pl, tbu mMI'lall7 rite' .. 

tu t.W om: ' •~pma-.., lNt &111 ..... w a 

ur rena att.lu te t!ll ••n h lii«J• fbi ott1&&17 

or u.a .... ••17 .. ul7 ... •"•'•' 11 1*waw 

...s m...c.111 lb -tttmo=11 1aaa 'be- u 11.-11 11111-

1111*7. u n'l'lft4 .aa. .-umt ., -. - -·- .. • 

.... llald.'J r 11 1' u4 U1e ,.umt'a cllaao.f?l't wlU 

-----· 
I. A b1dl4'"1 ~ wao \MD l&kat, walUDI • 

lblap -•7 IID4 anaW -,. t.hl c 'tutt• ot a ...... 

boQalal abll'\ap ur4 u arouc4 ao11a1 •-1_.. 111 tal 

NpH b Ml •' Wile• 117 _. ot allbl14111 t.hl 

OO••• at M4 ats-l&W boul bdldlas to a polD' fteN 

a-..at 100 000 h 1 par - "" 'M1.IIa _., ... w. 
• • 

After 1 .. U1e t1 ..... 1Mn&ll4 NJlG7 M 100,000 ..& 

NO,OOO ... --· .U. aM1UII weN iP ... n,- 11,_ 

lJP• ,._ 1flt URI p 1_.,, a,IOO,OOO IIAMI W ..._ 

a ••tM. 1M lNll ... 1IMa •'t.la'lt ~ ... UlrJ 
a 

-

~-. otiNitlll'&l IMI1, aDI 1tblr '-'
14181 mMI'lall, 

IWU"' .. •• Mlo IM• 11111 ...._llal- .-ot 1k .._. 

........ u... .... a. - dill lhiM .... , u .. 
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.... 
DOt et.lre17 OY ... I.It Man DO I UU'l8M wUb \ba' Wld.a 32•) 

es1ote4 1a 1111. 

I, AD. Oftl'-<ral:aecl ~ 1rU IIIIMoD17 .... MiaW 

bf DearlJ ao pere•,• 11lth • abMJr a •• oiGtl._.. ot 

Br1 t11h u.UOD&lo 111 &boll' ~ or 1a the o ... U at 

thllr oou.aa,. ~ a4<raa'-C•• to 'u upon~.,.... 

ODON0\&8 wblll tb8 lOOt Of ll'l'iD.a 1D. tll'M Of OUJ'llac 

P-ained U.Oot oktl~J tiM ltrlUih .arlro' ... eo 

IJ"Od t.bat tb8 d8pro•1atlOD. of atePUac, 1D.ot~ ot rah-

1na 1nterul. pl'1aoo, p1111o4 4G1rD. wor14 P1'1•••· ReooJ't t o 

tl&l'~l' OUI'I'IDOJ 41pPOI1&t10D W011l.4 DOW IU'I'J tb8 4aD&Il' 

ot 41'&&81n& othol' OOUAtl'1oo 1nto a 4oproo1 at1on raoo. !be 

world, DOt eulwU.na tho UD1to4 s ,atoo, 1o n ow 4opl'Oo1at1on­

oonoo1CIIIl0 0114 tb8 Ull1to4 JtSAgdoa oamot aaa-tn Olq)080 tllo 

'OD1to4 Statoo an4 othoro t;o a lq"AHI O ouoh •• wu oub-

111tt .cs to botwoon 1Nl an4 oar1J u aa. 'I'M Ull1to4 lt1na­

doa ha4 laal'DOcl tho ad<rantapo ot OUl'l'ODOJ dopr.o1a t1 0D. 

witbollt panlo f.- tho Pl'ODih Q)II1'10DOO Of 11188 l!Qt 1D. 

tuPD. aho hoo ki&Pt ~ WOPld thlo l8 .. on IID4 obe 1o not 

treo t;o trJ thlo a"'PP"tOD.t apln with ouooo .. , •x"Pt 1D. 

fti'J P' 1 4no' ua4 relatlnl ;r 1Jiporoept1lllo 4oooo. 

•• A ,... , .... _...,. 1D. a WOI'ld Of pi'OtHtiOD ))" 

adopUD& a p .. rel. tarUt 001114 p1D. ' IU&te lliDI't-.­

"-t1U )7 bo•MIIIC t;o 81'1Uob pl'aliaOOI'I tllo .._. MJ'k& t 

at tbl •- u- P1P~ tho bolonoo ot M '- • tbo 

1 ... 
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loac·l'v.D d1o&dwa-..a ot • hlC)a '-rift - Ul4 u. lrlU&Ia 32! 

tar11t 1a b1sb- &H oal7 ,_., besi•'•s •• *"--.. 
odY .. u4 1'0801', to a oUU b11Mt' hrt.tt .-14 8&1'1'7 

gJ"&ft d1oa4nD'-coa, beoauo d.._ ftpo woal4 l'iN U14 

toroo up oooto •• tbo 48~• ot tho ozp«rt trade, or 

real •as•• •CN14 taU Ul4 OU'\&11 ottooUft .-r u-
und 1n tho ~ ..rk•'· Pllrtbo-., t&l'itt lnorouoa 

brood rotallaUoe Ul4 OI'Mt Br1 ta1Jl 4opoa4e oe oYoro ... 

..rkoto tor tho aboorpt1oe ot a YerJ larso proport10D ot 

her procluUoe. It wu oott.atocl that 1ll lila. tho 11Uto4 

nacdca Oll;pOrtocl 1'7 poroont ot her pro4ut10D ot .... able 

• goo48 , (u oa.p&Hd wltb ao poroont 1D 11111). !bollgh 

under tho protoot1on ot tho !ar1tt .ut ot 1~ tho pro­

port10D bu taUon to a point bot- 1~ and 2~ 1D 

1gs7*!' uport ..rkoto r-.l.D ot pai'&IIOUDt 1Jiportanoo to 

a ~r ot tho -jor laduatl'ioo ot tho oOII.DtrT· Tbo 

ootton 1D4uoti'J', 11b1oh ot1ll turnlah .. tho 1argoot u-

1n Bl'it1ah export trado, oazmo' onj07 prctJper1t7 lllllooo 

oxporto oJql&nd. In 1_. about 811 poroont ot tho ll,~e 

1111UOD J"&rdo ot oottoe oloth produood 1D Oroat Br1ta1Jl 

no oxporto4, tho h_. _..kat teldng onl7 about 800 llli111on 

7U"da· fte ~·- peroonta&• uportod tode7, (48-), 1o 1n 

part a ron .. uoe ot tawt 1Ja4uati'J'' a aouto 4opreoo1oe, bo· 

o- tho ..U 1»..-..,r- 800 111U1oe 7U"4a to l,ON 

ldlllon J'U'da be'- 1lla. &114 1NI, Mli:OD b7 tho ~ 

_..., b7 no ••=• ..-. up tor a droJ 1ll u,_..o r-
t,tiii'F 

* A. w. nu, 1Jl a hpol' road before tho Jl.,.al StoUoUoal 

SMh\7• 

- JlRP J""wt•OI'J' oott.to (4 tho Board of Tra4o. 
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... 
.,.., llllU• JUta • 1,au .. ,a. JUte. .._, 10 

...... If lbe Nf wt,Ut- .... If Hal pH Ell Ia 

liM ... lllfW, ..... ·-· 11-. ~- , .... _ ... . 

.,. ..... f'Na UO .. 1U lllUtm .... alaN .. , .... , 

tbe Mel t..luU7 fHll ..... lJ' tM hU Ia 1«1 IS N ,._ 

.. til .. llllU• ·- 1a 1..,. 1M lalfwlo a-lt ... 

eau.aw 'bat 10 JAil••• If metz 1 .,.,e ut 1a 1 .. 

wu _,..w ... aMilt M puuatl If U.. u1 eMil ,.... 

aou., ""• u. ~ ~~uaa .._. _. 1f tbea• pro-

4\aeta atl ,... .... U 11 e\111 U.. "-' u.. Ufr. .... 

blheea Jl'llllrl\7 ........ Mi. fflr all .... bull 

1Ddutri.1e Uee 1a 1l:bl emdlUm 1f _..,.. ..nete. 

•• ~ -· --.i .. l'allll ..... f'er tbe ···~ 

aa• lD ltal. ~ 1e 11111 aeepe fw .. __,. -· ••­

peliall)' la 1oeal Qoft-t ... -., lNtl till fP'I&Wr IOD­

I010'IliMII If the dltlaU....,. lff11t1 Ot OOftvaoUq ~ 

110 WOI'D pr t;pmM 4\II'SJic a boleb• .. PINIIiOD lklldl lD 

tile _,. ot •I' mte:rlal ..-.u., all• •• ma Midi 

wUl he&.S.1)' .... s.p ..,. .......... ••--:r· 

1D leal ... Ue "91.. i •••11 to _._ • ..,.....,. 

...... . ef IOftt'Uiml• A Oallbetl _. llali' M I 1 

o~ 1a a-lUM t'MMI ... 'batl - Ia ..... 11 

buf17 I Ill~~. 

!bill ...... .. •• haft all 'bela,...., ....S.tltef1)' w1Ul 

..... IIIUl, ... ...-- ..,. wr:p' a HHYII')' ftll. Ia 

earl7lM usufaf tllle l•t 1..-la. 

32~ 
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.. , .... ~ tUa *- 1Mk of U..ao ue4 ,.. 

eoarMa 1a u.e tltto.._. la u. •tlau. ta 1111 u. 

UD1t.cl llftld• loebd fOI'WU'f. to,_. .... la liM .. 

loon tOI'WU'Il to pl"'''IIalllo ... aD4 oeftala e!!beuU.. 

a.ms ll' OliJS 1''-• ~~, la 1811 Uri~~ ,adtlOD 

lD tM tl'e4e .,-.10 WU at the be''- w1 Ul N'fi ftl -

tbe bol"l••• toda,J' U. ...._nlal at Ule U... ·~• ball 

Mgllllo 

Ill tu 1111•-• of tbe o.,.Ueate, eo *111'11117 ue4 

'o br1al '-'- 11B1t.ct,~ "'of tu el"lele ot ltal, 

Uri~~ llaill tuil ~.-:.eUJic tM pree•t NlllllOD OP of 

'DPla&lal tu •-'PJ "' of a liON eerloue 4epr.ee1oa 

WOII14 be a 41tt1nlt - 1a lUelf. Oil tu otber haD4, 

e..e 1t tft4e .... npe""hl tu rs.-1Dg of tu ret.Na­

_, pNIJ'IIl WOI&14 pluo liM~ lilaP4a8 • BP11oleh 

tluDolal n-.oe. llat w1Ul tu peak,.. .. , of orlppllDg 

u NDt upoDdlhro ta111Dg cllarlq a tra4e reo .. elOD tbe 

aeut .. ee of tu pre••' pro'bl• tor tu UDi'ed K1a&4ca 

h NDlt••'• .u mt a;pOD41ture h t.tm. lllpoe11145 a 

tlDaBolal etftia 1111pNII4eate4 1n peaoe-tllll. !he etftla 

_,be ·- ., tllree .-tate. 

aatloaal lae • 

1. !be ~ of tale aaU-.1 ~' 1a NlaUOD to 

lb'Ullll .... .u. 
a. fbi 111111.\llUee of r 'w u • ITIIOn-'­

\oftrosUI ta I'Olati• w tM ..u--..oo of ...n._.. la 

IMI'llai la Uile r ... of .. Ianna' .. Ublt 1a u.e NhMO 

32 l 
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------· 
r. ,..u •• --- .. - ..... el--- J2.'f 

,... ......... au •• g) ... a a ..... -uJ•• Ia-

ftl'N .... del A 2 •• el J 5 a &IIJ.ee, .. - --

-..um .r u.. ,. 91,, .-.-. _. • .. , ,, _. 

probaJ»le , .. _ .. a ..... ~ well ... ... 0 .... 

1. ft!t 'lu Pm et 'f•gt.tm. . . 

Goftl'li_ ... , .... , ..... Jaelwdt .. 10Ml ...,.,1'1, __ , 

.oate, to«*- 10 JIISS .. ot u.e •U~ t=e 1a 

188'1. Wbat tbe JI"O,...Uoe wU1 111e 1a 1MI U 1e aot 

.. sslb.lo to ut1aate -... .. llletla l'- 1a tbe oqaatl• 

.. _a 1-..,. u .s.u • -a..- u .......... 

11D17o - .1 ... o6 ...... ..,. - ... b7 'be •-'- or this 

~· 0 Ia tlila alienee o6 OAT .....,.1'7 tllb J'Sa1'0 tu 

7lslcle 1a lllt-«1 ell tall M&rtl7J .al•s bll4&au ... 

hr\bei' uaitalrs ... Jaei'U Ill ntee or tuaUoa, UIA/ 

01' •• t- or n1alel ... ._. ~ ban to 118 o..t ....... 

.. , tbe qu .. rtoe .n-, 'llllat l8 tM »Q WtCIMl 

lllll' or a-u• bas c wlllu mto..,rlM _,. • ua-

eau JI&CA te aa Gteat ta.at -7 ....... tu 71~' 

U esma eat• till .......,. sa *fllal• tMt tbla lllll' 

111u ~ lllem Nntell. U wu laclMl ,_ tM 

Gtw sal'-

• ~ ... 1 Ia .. uvzM• P, ... ....U. el ... II;&JI?IIIfftl._. 

...C -..lmd It I liQo a • 1• el ...... , 

' 
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... 
Chanttll.OI' Of tile 'IPebeqMI' to rUM 11M l=tm? tu Ja 32') 

hit I'IMilt 111&4pt 1a oN.r '- toUH\ at a bll'la ra\a • 

the partlt11la1'17 .... 1M- ot tile tltoal,.... ...,.. 

•uch, lea&, 11114 to "'"'" blt bonew1Jaa "-" \a 

be uect -" hll7 1a toUCIIftaa 7MI't -.. tuatllt 1M­

will hll wltb tall1q protne. .... ... tbt Jll'tt•t 

nttt ot tuatlOD _,.lie upoott4 '- ha'ft aa latNatlJI&17 

4tfittlaDUT tttttt liD .... l'pl'lto lt tra4t ~I' dt­

OllMt, ad41 tl~ 41'aaUo lat:rtaatt wCN14 ,..'ba'bl7 41-

teat thalr o• ada IUI4 art 1mllkel7 to 'bt lllpoeect ex­

oopt 1a tbt ..,.t ot war. ~ 8I'S. tltb ttuu1ar4 rato of 

1nt- taw lt DOW lt. M. 1a the. &, IID17 14. lttt thaD. 

the bla)lett rate, e.. 111b1tb prt'fallect troa 1818 to 1922. 

11htn tbt World war 'brokt 011t, tbt rate -• h. ad. ln the 

£. tt ••• t sdlattl7 40illlle4 1D tbt StooDd Budatt of 

lg].' to lt. 14. So tar at tbt ltftl of tuatlOD 1t tOll• 

oel"IM4, the tll1 teet J:lDa&., DOW pli'tpti'1.J18 tor tbt next 

war, ttiUIIIlt a'bou.t 111bti'O slat did at the end of the la et war. 

!be VD1te4 V•.,.= !Itt s.Mti'1W a nat1oaal dt'bt of 

oloH liD u,ooo .UU• tNnn tbt world war. S.. rtllla­

t10Dt ..... _.. 'b7 ",_ prorttlOD to!' tlUf.A& t1m4t 

11114 'b7 t:bt - or ... ,_ nr,l"Utt 1a Mll7 or tht poet-

war ,....., lnat tM htal !Itt Dl'ftl' ttlltn llelcnr £'1 ,toO 

.S.Ul•, 11114 hat -- 1'1ala& eaatn a1Mt lNl.* 

• ~~ ... u 1D tbt ..,,.,,. &1.,.. partlt11lal't ot ~ 

••U-.1 Dt" l.a liM, 11114 1111-le. 
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'fM d 1 ' et t1ae celt obz« N 1a lMl ..,. tM 

1epi'M1a'i• ot •-lUI tlt .. , Nlllll' 1a tile ...._'i• 

1a Ule M'-1 et tM M'iiMl to~ 1a ...... et ..... ... 

oenlooo 111d.ob. 0111'NM7 topi"'OJ.aUOD uw•U:r etto ... , ...._ 

•-· lu'-4 ot uao upoow -.rhcl lMNuo 1a Jft ... , 

tMn r.llowM a tall 1a 1JOI'l4 Pl'l"• 111a1a • ..,., ... ~ 

doprealaUoa et OMI'llac Ul4 lt ft tbo lnol et oterU.. 

pl'1"• ,....u..u:r ··trzcot. ftlo 11D1W x•na«rr, "• o­

toro, oterto her ..-,...u .. tfll' tbe neat war a'bout 

~ abe lo n ott at tho •1114 ot tllo loot war op tar .. 

tho '101- ot ber naU-.1 4ob' ln MI'IU ot &oo4o an4 

ooi'Ylooo lo o .. oraot. 

1'bo CJ'OU D&UOD&l. 4ob' OD llucb al, ltae, ot oo4 at 

.. ,Ole 111111•. !'o thlo ~4 bo a6ll.o4 autt.r Q.,al'l' 

ld.llloa ot looal Oo~nt 4obt, •"'•• a total ot 

t.t,Ma 111111• or - 1.100 pol' b.oa4 ot populat10D*. 

'fbevp tho llla4&ot ooU..uo tor uae-at roqlllro an 

&441 tlOD Ot 0Dl7 aboQt &II llllllOD 1D tho natloaal 4ob' 

c1uzo1Dc tho oU'I'ODt :roar, tbe .,..._.., u ·mt plano 

b:r Go~ .q- uaua MUlo thlo t'lgvo, Ul4 1d.U 

laoi'OUo _... a au eta ssaot bo bos"roaot 1D ~ :roaro 

1 lllatol:r tellowt.c b:r 1'WUaal' nbotazUal -· 'l'bo ..... ,. 
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.u.. 
a 'e et .. -" 1 Mt tiU '- IUU F Mit I .32 ! 

s.t 3 ••• I ..... 1'.,.... 11 I .... ~ 

mt~a-.hllla.,...
&a ... s ... ._. 

• ,.., 
" ... 0 a :=·· ...... tw ••• twt- .. 

•U ,._.., .. ,Is tlat-•u•etwu.e aut 
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M 0 t3 I, w&ll RIP I ...... tl& ... ~' 0'•• 

..... t .. et ...rw-&a ....... , et ....... 

tl¢ ... &_. U all ' 0 7 t -'IF I M f I te'..,l' 

ft\IMte p $'• •• ....., .......... 1M tRal et ?1& 
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.aJ' ...... a I 0 I t1 ... ..S Uelt ..... ...,.._ Ia 
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-
..-f-~·· d-~---tal~, * 
la._.., , ,m • wlaleb erld lie ... NlaUftl1.7 -u_. 

•· ~cc=•• WaldUY• u • .....,_,.. r 61 , •• 

&Ubonp 'be V.S.W a. ..... le a Ja ... •..U'-

uUOD wUh e•u.a'e4 - .... ~--- 1JWH ...... 1a 

UH (U .. enle7) ot ... , &I,IM ... 1U• (u 1 5 .. .. 

wl\h Paleb'• •• u-.. at 1111 et u,ne •n1•> a -. 
ellu&ed -. PN1 u ... la\-U-.1. ...._.. ,.._ - or 

le.del' •o .... ot list unr. ~ ._._ 1-... s.a u.. 

n-1111 ~ fwelp-... haft _, ... w, laVINdncl7 

eo lllaM ......... ot ........ •4 llu'MI' ..... - ... 

'lblle 1a 'be t1e14 ot 4epeaU "-kill& abe ha• 4eYelope4 

a Ja rp M4 &ft'lllla Ue!t1U '7. ... .-& UOD u a abon­

tena borro ... arlN• ,.._ U.. tu' (a) tbat Lo-1• 1• 

tbe ••'• of •• •krllaa ..... u4 (b) that Loa11111 1114 

aterliaa • •" eoD1'14e-. !be abort-una poelUOil, 

bowa'NI', laereaM•, a ·JU'\ trOll the tluot\l&tlOIIe of ~' 

-7· bold'"' ' Uld the lor,., bal111aN ot oterliaa--

-\rlea, bna •• ot \be per•1•'-' puo1ft bal.- of 

~ ... 
11bat .q lie NU .. \be '7 \:\!nl ptt1Ue ot L...S. 

1o J.lllipoed-.1& , .......... .. ,.... t'luUI« •.Nl u... •'-1'11-. 

bel.-& et •'-~ -'1'1N Nl•' 1a ftl'l ... t-, 
1ul,._. II'IIWI'7 Bllla, eaU _.~bar\ aeUN 1-

_ _..7 1a U.. ti ..... \ _,.,, laft•'-'• 1a pU• •t&e& 

auGlU~ u4 I z•alM 1a lleDU, Wblle 1a \be_.. et 

.. ,..._ ,.... ..._. ... al .. pld !MaNa 11114 lG'P • •• 

la.,. .... la ..U "•'ac e...U ... o\MI' ~ -­
eulU•, ... 1a ,_,, .... Nl•'•l Oowea '1-
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.. 
... .,.. ... et --.. .. ,.... ... ''"•'-

eall7 1-c•te ... lane-.-. 'lloeJ' ... au .s.u .. 1a u.at 

\U7 &n Na4llJ' MDft~ lato IMPlU.. U14 «=eiU.aklJ' 

wt~ble aeroea tbt eaeb•••••· 
!M aterltq bal.-•• ot etnu ........ ollllllltl'l•• .,. 

be rouahlJ' "'laate4 at about UOO a11110D or u,........ 

blat tbiN 1e ao 1'1pre aYaUabJa tor the total ot NhiM 

tuDda mioh aaa up a lar11 aa4 wideq nututlal PI'•••• 
tlan ot the total ahort-tera poet UOD. 

fhoo•., we .. 1mot eetlaate Loadon•e 11ab111t1ee Oil 

ahor~·tera, we ean oonolude tblt there hae bellll a 110111&P 

inore&M 1n• IJ·. tliD4I etnoe 1811 be•••• the 'balm .. ot 

paJ'MIItl baa •~ a oonatant 4e1'1o1 t Oftl' th11 per1o4 

Whlob ooul4 onl7 han bo- eqv.albe4 bJ' oapltal _.,_te 

11 thai' lOll& or ebort-telll. It table •o. a ln the Appen-

41a h et\MI114, ln 'llbllh ... ebown 1'1gupee tor the 'balanoe 

ot p&JMUtl t011tllar with Blr Robert lUD4eral•7'• 11tlaltu 

ot loq-tera eapltal. ---"· 1t will be 11111 t.b&t 

P0\&8blJ' - &8'15 allllon UIWioou.nted tor oapltal. met han 

tOIIIId lU wq lnto the UDlted Jtlngdoa between lNa an~ 

181'7 lnolualn. Mecwblle, gold lllporta durlng tbat 

per1o4 totalla4 •- &Til allllOD. !'be total gold 1n 

the Bank ot Jla.aland at 1.0.. per .,.., •• &lla'7 a1111on 

OD the aota a.pt.-bor, lta'7, aDd that ln tbl BXObctll 

Jqi&UlaatlOD AIIOWlt na &a'Pt a11Uoa. In eddltlGD tbiN 

"" sold boaP4I 1n IMI4oo etand.lq at ••thln& l1kl &UO 

to 1800 111111••-
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ft~ tile Nlnntt .t J&: r M ...-sa to-.. a 

doetlolt la tbe ...... ,_.. Ullll ... liPlJ 1a r.-.. ,..... 
•• lOTTI u ~ am ••' .... eoDU..o, tbe .-u. 18 

bo&'""Sfl& to be uacl, • -.s.u tbe """" •4 '""'.-e 

or tbe Kabul&• -..u••U• .AeoOIUlt pro" ode~'- to 

•1Dtaifl oofltl4o .. 1D ttarllaaf• a- lllqhlap baft 

roont17 boo- on4oflt, oepoolaUJ dMo tho opooob ot 

t.bo Proa140Tlt ot the so.M ot ft'a4o 1D t.be llolato ot o •• 

-• Oil .. ,. M, blat booauo ot tbe tld.ltul balldl1Jla ot 

tho •eballc• oltuaUOD v.p to t.bo proHllt 1t .. _. tato 

to upoot tbat tbt au~CII"ltbt rill bo ablo to -.1Jlta1Jl 

Ooa.t14ofl00 1D tta1'11.111 Oftfl 1f tba tft4o I'MOOt101l ct... 

nlopo 1Dto a -Jor doprooolOD. Bv.t w1th tho oxporl 

tradot aholrlllg JIO l' .. O'HI'Jo 11b11o tho IIJ.n1•• rood Ul4 

raw -tarlal roqgi~t• aD4 tba u.M4 ams-t -tw-

1alt koop lJiipol'tt at a hlgl 1~, tbt ttraln rill 1D· 

crouo aD4 tho _M,_Tlt or tho oxohallgo podtlon .S.U 

boo- 1Dtroula&l7 41ttlnlt. 

!o na up, tho t1MDo1al. o1tuat1on or tho 171Uto4 

11Ja&44a proHlltT &D acnata probl• boNPltO tho oOUDti'J 

1t oODhllll'-4 ri~ ta.. peak JHI'O or orlppUng aruamt 

upOTldlturo at a tS..O WbAID tho 4oo11no or trado 1o (a) 

hut.dDC tho arrh'al of\ tho ptJOholog1oal. 11111t or 

tuat10D, ('Dl ta~ao roNlll& &D nrneton 1D tho al.J'M.dJ 

hlgl -"~ .... t to • lt ftl tbat a&J threat. tho ...... 

41t ot ua. ~r •I'J u4 (o) w14ofl1Jlg tho 4or1o1t 1D bel' 

belaMt ot ,. .. ,, to a po1Dt tbat _,. b1'1ll& • li1'0U 1ll 

tale atah1U'J or ttal'lllll· 

.. , uo the tu._,t tlbleh aro a..Uablt to belp tho 

111D1to4 JtiPP'" M kotp \!INO tilftO wolftt ft'oa the 4_, 

1. 
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ot UlliN Hll.lll '-Ia M ...W1 \be fan .... 1... 33 ! 
,.,.. lbla, (\be ............ la~ll~ ...... lMa), 

UlliN lafti--U -~-- a 1qw ~ ta• - *ie 
tU uuw Y'•s3 awl• u-.. t• -Uiss .. tu • 

the~ ot ....... la'Nn.-U ... la IMI'lllla PUIII'Ulee, 

Jt1114erel~ •••laa\11 ._, - MOO •llll• -.te-.. 
(Diaa...,_ UM) la ..._.lU11 I'Mdll7 ..n..Ule • 

O'NI'- t\OIIr ._....,... • ..._ laftl .... \1 OOIUI\1 WM 

a etfH' sp1•d ..... _ -1'1111· If IUI'llJaa ... 

eurUl11 nr"l7 ..raU"oll laIr tw. t'bU t-ot 

-- lafta-..\ le- llli.Ja& all.wl4 to lie SD&rrued, 

poeal"o17 wUb a ~- '- U. u1 ot neb t'lmU la c 

_.....,. rw 1'11klalDa t-lp 1xM.ense 1a t~tw ·n-
" Mllllllr.l17 1U'I'led Cllllil 4ul'lng \he World wu. 

All a ll?ana ot U'l'IP\lng tbe \n4e dloll.w \heae re­

awnee are no\ 1 z sra'bl1 wl\h thou wbloh wre aYill­

•~ la lNl. APU'\ tl'oa \he OYII'PIU lana._,,, tbe7 

.,., la ~ - -\uT \eolalqQP snd oonru.... 

Ill ot:laer ..,....., \he Bri.Ueh tlnsnelal ablp 1a a a\o!l\ 

sD4 wll-t.-A ftHelJ blr rlulaa sD4 aeu.,. aaad ... 

ot s ... quU'J' aDd bel' .uur 1a a .-uled ~lnal', w\ 

.me 11 o.,..._lnnted wlUl c .... 11-.. ...,.,..._ o~ IJIIII "• 

\lara sad, ai.MI lu\ ,.._, llw baa 'be• eallin6, .,, 

~7 .,_., taYOI'a'bll wl.U, lN\ laM U. blad-wt.u ot 

a ....._ ..... •1• wbi* UIN&Mfll u .. .._lit laM a -· .. __ -0 .. 
...... , It .............. ·-· ·-~ .--·-

... 1a hiP .....,1...,.. ...uu• ... 11M ~ .. .,. w ..u 
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ae .... , .. ,'- ., ~-.. ...... w --.a-rea 
.. ,uu .. ..u .... u 1a ....... ,.uu .. 1 ,...._ t• 

...... - ... ,.,. f1t ............. , .. ta .. ·-

a1Utt ... , .. , • ,.u., at ...-u .. ,uua "*· ftla 

poll\teal pna..,. -'1~' .. 11 -. .... t,..tatt,la. 

••• , .. ot aaU• ..Ut -. un~ a. '"' ... 
e\ep 1a a nat nUte "rb P"Cha ala .. \a U•a til 

n.e .t.•rt•aa tiiUIPla. ftla ... u ,,..,,. a Hrtata 

.... , f1t ..,~_.. \alrl .. Q .... at n.a alut ta 

\ he aoutnoUoa tadaaVlH a~te• ta 1ne1.,1 .. aa ....._ 

o!l!l adh l\7 aloae .._, aat u a aut ••• ta ata\ua 

ta\eraArpvaW& :ia; ,_., \o a Mrtata "'•'· ••• a -
paliU• aoru pnpaa ao11lt aot ~e1p tilt creat aQvt 

taaatrtae, •an - .. lor-• la nhaatYAI MUaa 

weanra aaaao\ lie ••• to ltatltlq roeta, aor - paliUa 

woru 111 ezper ht h JIJ' t or eaaeaUa1 &-.orb. l.t'ke-

•1 .. auolt. a procn.a walll! ao\ 111 tOIIPll••••rT to aa 

.,._,, procraa •• a aUaalu to pMr111 aaUYltJ', lin 

woult at...,. pelata la\N'fen wUit. u. Tile -•• 

procraa woult al•t1a Mft prior data to hate, aat ,._.. 

• platlliOft ot ltle .... ,. wnlt nater tbt ntetac f1t \M 

lltHta&rT 1au oiiHPII' •ua ta a u .. of tat•••rtal n• 

peu1oa, tile rate ot en••~ ot MUeaal aat leM1 •"• 

woalt bn \o '- earetall7 aa\ellet. 

na• eo• eapeutoa 1a piiiiUa worlla aoalt 111 n­

aor\a4 \o la to lie espee\a&, II•' t• ta 1tki1J' \M\ .., 

•••II. Pl'ocr&a woa1t '- ot a 1tattwt M&raettl' eat at \M 

.... ''- " ........... "' otller _ .... a. 

la paen~. aaUUoae w...U ••• '' , .. ._at• ..nata 

u .. ana .... , ot a'"', .. ...,, aat 'll' '"' \Mt '" 

\otaUtuotu aTatea attorta HrWa "''"'u .. atftat .... 

••ult ...... " " , ..... 
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---
fbi !otalUarlaa etah alaklu a 1'1&14 -bel et 331, 

pr1Mt 8D4 ...... .u--mat eoete ... --. M ••• at a 

8fnS &D4 altO & al .... , ...... of ll9iaa ... eone\\7 

nu IIMA'-1D84, *11• ~ ~ ... ot lMNa"ll ..-a s.aum 

NnUl.Da trc. laftaUaa or orP.itiaUaa MD tt. 41reeM4 

to the 4nelos 'D\ ot tt.. alllkrf -eblae. llla&nw ~ 

ooneeque-• -7 be 1a tbe loaa-... , 1a tihe ehort-nll 

the totallt&Plan etate .- ,.. •• , an -aa~~ pol1e7 

ho• pPOCblot.& .... uaaa wbloh are lanltable to the 

eocnw.lo an4 n-11e1 taliPS.o of a t\'M eo~. Plll'tbn­

IIOn, beeaue lt OCIIIVolt la .. et.ct the totallt&Plan 

etate MD aep eapital m~o,.ct. B~ lte oontrol of waae 

ntee H nllene the antnpanWJ" of one of ble oblef 

unnrtalatl .. , wbl:W the wbole tTttea ot eoono.to oon­

trol, lf U:Uhll7 ..upct, atto~ a Nlatln etab1Ut7 

ot Jl'll!'eb .. h~g 1 sa • ttm• a _.tant an4 .. reiet.Dt 

protl t ..ra1Ja 11 Y1J't1aall7 .. _.ct to uq natonalll7 

eftloleat &Dt .. prl... 'lbcnl8b prot1 te -7 be lbllhct 

117 otber M&Pl"'l ot eontrol to •peo1t1e4 ll nl•, the 

nlatl•• ear'-11lt7 of •• a&PglD ot ,-ont, •••n lf 1t 

'be ..u., le a •'t.alu to pPOcl\&Otl•• effort 'llb.loh •tan41 

.. , 1a , • .,.., to ~ aCIIIAilu ... fdoh ,...ftll 1A an u­

••bolle4 otm 1 ._ 1a tlha tbl'oea ot a t...S. noeea• 

lea w1UI ita .uneMI'iatle -ballla& 1Dtl~ .. of 

po<aa a ai•JW nt, da~'"hl ~ powr Ulll aa 

.. , '•U.C ~u.ra ot r-u llbleh, 117 .. osaa 
11.-1a'7, -.a4 to aftl4 ~ rl*• of pra-.eUft iaftat-

-·· 
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1M JhW of 'be '•'-11'-lrlu Ado \o t-. ual~ 

able r.48 s.a•o -.1.,_, o-.u tuMo Ule AAhat;aco 

wbloh wOillcl boor ••t otl'lklq lt a -Jor clepreoolon 

u.-~,. Sa ua. lallh4 ~ aD4 n 1o aot '"-alftllle 

that Sa the abooneo of •- ... •••IT la the au'-, tbe· 

81'1 t1ob Oo .. r t ~ be t ..... to oou1cler -•1 1a 

tho tle14 ot illft•t.ct betoi'O the oDd ot lNi. !hlo 

ld.s)lt tdo tbo t- ot the oetablle-at ot ua Sanot­

-•t boe.J'4, 01" the 1lM ot \he &1J'M4 Nht1ag BrU1ob 

ID41lOtl'l&l Donlo,..nt 0 5 DJ1 wb.1ob wao .. tabUobe4 

b7 tho llanlr ot England ln lNO to uoht t he b&eio la­

dll&tl'loo to raiN the ..... NI"7 .. pUal tor rat1ona11aa­

t1on, eD4 lator tloa\H t.be ~aobire cotton Corpora-

tion LoaD, tod tho Mat1cmal 8h1p'b1l114ore Soo1ll'1tioo o-­
JI&DJ 1-. !bo baaio probl• wo1lld bo to toroo 141o 

tuDdo ln\o a.pl~t a DO\ OIU7 to prortdo work b7 •ano 

ot JlllbU.o wol'ko, blat &loo ~. help the lllportuat bronohoo ot 

tho uport tra4oll. J'llrthol'Mro, dnolo,..ato aloag tbe 

UDOo ot pool ~ rtoo to ...-oi.!Z:oo oortaln nporto are 

poodblo. 1M ooal l.Jid1la'JT wlth ito oontral oolllaa 

oo~, aD4 t.be ~ slol&Uc:e- boiag dratto4 tor tho 

oottc:e lndut?J ...... , tbo pooo11111Ut7 ot 4nolo,..cto 

ln tbl• cll.l'oOtl•· 
WbO\Ur ..U MYel.,...,. ~4 bo toll_, b7 otiMr 

......... 'DodlJII & ..... blaMO to \bDM 'Jtl-.11 efl & 

toMlitu'lU .,..._ 10 a .... u. wbie:l U IJ0\&14 bO t..Uob 

., *• u.. .. ,., .. ...... BNJ'1al ln a\:.il ~ ---

.... of Ule '-*• _. tbe ~· ot upon tro.M to 

Bl'ltl* U I to wU•MilJI&o Ule r.~ -' bo .. p Ill 
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EG GRAY 

Par1a 

DatEd JunE 291 1938 

Rto ' d lt45 p . m. 

344 

SEcr Et ary of StatE, 

\lo.shington . 

10251 JunE 29, 4 p . m. 

FROH COCilrtAN . 

A furth Er instal lotnt of about onE hundrEd dEcrEE 

l aws is publishEd in thE J ournal Offici al of t oday' s 

datE as ~art of thE f ourth and last s EriEs. ThE most 

i mportant of thE financi al mEasurEs providE for " opEn 

markEt" opErati ons f or an incrEasE !'ron 20 t o 30 

billion f r ancs cf thE TrEasury advancE account at thE 

Bank ~r Fro.ncE and f or an incrEasE from 3 t o 4 billion 

francs of t h E lL~t cf i ssuE of thE Bank of FrancEo 

In its accompanying rEport t o thE PrEsidEnt of 

thE REpublic thE Govtrnotnt rtcalls tho.t f or many 

yEars past tht CEntral Banks in CErtain countriEs 

havE bEEn o.uthor~ztd t o pr acticE " opEn mo.rk t t" opErations. 

It points out t hat capi to.l movEr.ltnts ~n thE Pa:is mo.rkct 

during t hE l a st fE'fl yEars ln vc rEVEO.lEd t hE utility of 

providi ng t hE Bnnk cf France with grEatEr frtEdom or 

notion and ~orE EfftotivE possibilitiEs of intcrvEn-

t1"n on t h e !J!U'kEto To this end thE rtpert continua 
the 
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- 2- #1025, JunE 291 4 p.~. tram I oria 

thE dEcrEE ~odifiEs thE stotutte of thE Bonk of PrnnoE 

•to pEr·:tit 1t t o buy and ull nrgotioblE short tErm 

bills and sEcuritiEs such as bank ocotpt onoEs , govErn• 

cEnt sEcuritiEs , national dEfEnsE bonds , promissory 

notEs , and short datEd bills , i sautd by publi c 

BULLI'l'l' 

RR :I'IWC 

345 
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Storttary of st~t£ , 

Washington. 

GRAY 

Par1a 

Dattd Jun£ 29 , 1938 

Rtc 1d 3:35p. m. 

1025, JunE 29, 4 P• m. (SECTION TWO) 

348 

In concludin3 i t s repor t t h£ Govtrnmtnt stressEs 

t hnt ~hilt thi s mt asur t should substantially s trtngthEn 

tht Efficacy of t h E d iscount pol i cy on thE monty 

markEt , thE purcha sE of nEgot iablE sEcuritiES by th£ 

Bank of Franc£ can not in any cast bE madE for tht 

btnEf it of tht TrEasury or public collEctivitiEs 

i s suing thosE sEcuritiEs . ThE GEnEral Council of 

t h£ bank is to fix thE limits and conditions for 

opEn marktt opErations . 

I t is EXplainEd that th£ dtcrtE rtlating to thE 

i ncrEaSE of 10 billion fr~nca in thE advanc£ account 

of tht Treasury at the Banlt of Franc£ r at ifiES a 

convtntion concludEd bEtWEEn thE bank and tht GovErn­

ment following thE gr anting of full powErs to th£ 

D~ladiEr Govtrnmt~t on April 13 last. At that timE 

t h E GovErnr.t~t i~dicatEd that this additional facility 

would 

Regraded Uclassified



347 

REB 

2-#1025, Prom Parts, Junt 29,4p. m. 
(Stc , Two) 

would t£ut111ztd only to thE EXtEnt "that normal loan 

optrntions did not providE nECEssary f unds" . 

OthEr dECrEES of intErest providE tor thE modErn­

iz~tion and ovErhauling or hydro ElEctric powtr plants 

nnd t hz crEation or a "gold oftict" with a capital or 

lOO, OOO, OCO francs with thE objEct of txploiti~ tht 

gold pl':Kluction of thE coloniES notably Guiana, 

BULL ITT 
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PARfiAL PARAPHRASI, UOfiOI fHRU, 10. l035 

of June 29, 1938, fr011 Parie 

348 

J.ooording to press reports the •Intarnational oo­

mittee on :Exchange• Which met at Luxeaburg last aaturd&y 

and SUnday l'Oted the follow1ug reco•eudations: 

(l) Maintenance of the moat-favored-nation clause With 

a general exception pel'llli tting mul t1lateral economic 

rapproohnent. 

(2) Aotil'e pursuit of the Anglo-American trade nego­

tiations, embracing as many tariff items as possible. 

(3) Practical application of the Van Zeeland report 

by t he Goverllllents at whose invitation it was made. 

( ~) General monetary cooperation on the basis of the 

Tripartite J.greement, 

(5) Oonsol1d&t1on of clearing arrangements with the 

cooperation of states whose nationals bold blocked claims. 

(6) Development of commercial credits either directly 

by central banta or through tbs B. I . S. 

• 

( 7) J:arly remoYal of foreign exchange restrictions 

and replacement of clearings by direct payments. 

( S) :Extended use of llllltgateral compensation pending 

the remol'al of fo.rBign exchange r eatriotiona. 

(9) Resumption of foreign investment by countries with 

capital reserves, guarantee syndicates being aet up in the 

creditor countries. 

L • I!a<IU&ATION, Pari a remarks that the fact that Sec-

retary Morgenthau 1s coming to Europe on a holiday tlhould 

gil'e the death blow to the declining ruaor that serious 

Regraded Uclassified
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f d..,elopa••• a:r• fao1111 ~· 4ollez. 

At f our o1 olook thla afhrDOOD 1 had a talk wUh •h• 

Bank of rruoe. !o4aJ a 1111&11 uOWl• of ehrliJli arowa4 

177 .88 wa• p1DI4 bJ ~e J'reDOh oODtrol. Bowenr, 1t ha4 

349 

to yield. all thie •o puroha11 bel&&• for J'renoh railway 

ll&tli1'1Uee on the fou~ of JulYJ 8,000,000 .ore belgae 

wsre purohul4 for the Balik today b)' OQarutJ. Aooord.1Ds 

to my friellll, the dOJ:J 1D the LoDd.on Jnt.UOIAL TDII8 today 

that the nft Pari• d.iiOOUilt o~ would attend to 1DTeet-

1ng the ebort tera :twlde of the rrenoh control 11 not true 

(reference 1DJ telegram •o. 1030 of JUDe 38). 

:tllJl m:ssAGJ. 
BULLIU. 

Regraded Uclassified



!1M ·•• 111l1oh - wl \h the ftD&IIolal 
report - a.tubt4 and t'Gl'lle4 0\'el' '0 
llol\eJDOl4a, for tbe LeclalaU•• leotlon, 
011 •o••ber 4 , ~38. 1 t -• a11U Ue4 

1Tl'&ftaportatlon of Dependenta and &ffeoh of 
U8 Cueto• otf1oara 4Jlng abroa4

1
1 4ate4 

6/ U / :.8, a MIIOI'&IIdlla t o the Aabuaador froa 
lenne4J, Trea eV.l'J Attaobe· 

350 
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Dear HeD%7' 

..JOeEPH II! KENNEDY 
~0 "OCKEP'CL-I.E" lii'I.AZA 

NC'W YO(IIlK , N 'II'! 

Pierpoot. Jlorpn bu t.he eo011oaio report. 

which t.bq are a1.....,-aphiliC• I aa anoloaiDC 

tl.A&IIoial report. aDd t.wo ~ 'tdlich I spoke 

t.o JOil aboUt.. 

3PJ./b 
!nolo81&1'8a 

BODorable BetU'T llorpnt.ball, :Sr., 
8acret.81'7 ot t.be TraUUX7 

ot t.be tlllit.ad st.at.aa, 
WuhiJI«t.oD, D.C. 

352 
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KIKORAIDUII 

.&aer1oan Elllba817, 

Lon4on, 

J'une 10, 1G38. 

'!HI BBI'l'If! nwcm. oU'fl.OOX. 

'rb.e Un1 ted Eingdom, 1n oo111111on w1 th other European 

countries, _ 1s now taeed with what might be 4esor1be4 as 

a raoe 1n exhaustion or a t1nanoial enaut-anoe teet. In 

spite ot Great Br1tain'e wealth and reeouroea a problem 

ot t he t1ret m81111tude h r11Pidl7 deTeloping. 

As its contribution to the araament race now 1n pro­

greu, Great Britain hae unantalten a program i nvolnng an 

expen41ture ot oYer lol.,600 m1ll1on 1n the fiYe years be­

ginning April 1, 19~7. Onr 10400 million ot th1a amount 

is to be borrowed, the remainder t o be obtained by ~ 

tion. Both these announoed figures are alreadJ' out of 

date, hO...,er, and no limit to the armament program and 

the expenditure 'lbloh lt will 1DYoln, oan be enn1aged. 

The taalt of railing the neoe1sar1 money b7 borrowing an4 

by taxation preeents d1ttioulties beoauee, on the one 

han4 the national debt i• alre~ nr:r high, and on the 

other taxation il admittedly at a lenl oruahl.ng in ite 

etfeot. 
Up to the present the' 11n1 ted Eingdom ha.a been able 

to maintain almost oOIIIPllte freedolll 1n the t1nanoial and 

eoon0111o 1phere1 an4 aD7 aeuure1 of 4rut1o control woul4 

be unwelooae. 'l'here are, howeTer, d11adYantagea 1n eoonolllio 

an4 
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and t1nanoial treedoa u ooiiJ)&l'e4 with a totalUariaa 

•:r•t•, ~- a lllpre.e effort 1a called tor, eepeo1alq 

1t the trade o:role ia on 1aa &o'ID •nne. Oi.roua•taaoe1 

C1&7 oo~~~pel the United I1npom to fane '*P tO the unpalllat­

able qu11t1on - 1a the degree ot econoaio and f inancial 

freedom wh1oh at111 prna11• a luxur:r which, in the o1r­

cumatance•, ahe cannot attord 1ndetin1tel71 

1'he tra4e reoe1aion 11h1oh began to be 'eyident in the 

Un1 te4 l:ingdoll 1n the autumn continues, Up to a tew weeki 

ago there had alwa;ra been the hope that eome stimulus, 

political , economic or American, IIL1ght turn the tide, 

but these hopes are now dwindling and the Stock Exo.~e, 

the bue1neu man and the Gonl'llllent are eYidentq be­

ginning to make their calculations on the baah ot a oon­

tiaued bulineu decline, with DO wch quick releaee troa 

the 1mpaeee, t1nemplo:rment is mounting and will 1noreaae 

the oostl ot GoTel'llllent, prot1te are tallina and Will 

curtail tax :r1elde, exports are declining and w1den1DC 

the trade balance det1c1t, inooae from inrteible export• 

11 declining, and wagu remain rigid and industrial COlts 

high. luch adTantage aa oo11e1 troa •ore taTorable tll"'ll 

ot tra4e 1s more than ottaet b:r the 41tt1oultiel ot oOIII.­

peting in export ll&rket•, while 1uoh 1tillulue •• the 

&l'lllallent progr&ll g1Tea to induetr:r 11 too concentrated 

in a tew trade• to oounteraot the decline 1n general in­

dultrial aotirtt:r. 

The preeent eoonoaaic 11tuation beare certain re•-­

blanoe• to that ot 1931, when ll&n7 ot the intluencu 

eDUDerated &boTe were operat1Te, eo that the queet1on 

naturall.7 ar1181 ~ether the United 1:1nc4oa can again 
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eiiPlor .uooeeatul.l7 .. ~. a1JI1lu to thc»e u .. 4 1n 

1~1. !he anawer ~o tbie h ~h&~ in 1~ there were 

a'laUable a I1UIIber ot •reeourou• 'llhloh han now been 

used up and oanno~ be ~.we4 aca1n. !her wres 

1. H1;!1 in~erea~ ra~ea ~hen pre,.a1le4 which allowed 

tho 1ntroduot1on ot a cheap moner pol1or. The grea~ con­

version Of 1932 DO~ ODlJ' ttfeoted & laYlQC Of &ome L60 

million 1n interest. charce1, tbua materiallr reductilg 

the t otal Go,.ernment ell:pen41~e. but alao acted aa a 

tremendoua at111Ulua to the eoonoa1o bo~. !'he ett1oacr 

ot the cheap 110ner poliO)' a1 a lt111ulan~ 1e exhausted 

and mean'llhile i t1 continuance baa beoo11e an eoonolll1c nec­

eee1tr. It renTed the patient but baa now become aa a 

drug habit; remove it and the patient'• d11oomtort will 

become acute, 

2. A building bo011 waa then latent, waiting on 

cheap monir and created b7 the combination ot a w&l'-Jiade 

houa1ng lho"age and an arouaed 1ocial ooneoienoe with 

regard to 4eoan~ houe1ng. B)' Manl ot auba141ea the 

GoTernaen~ ha4 e~111ulated houae building to a point mere 

about 200,000 hamel per &DDIIII were being oonatructed, 

After 1932 the tiguree inoreaaed rt~P1417 to :500,000 and 

350,000 p•t- annum, 'lihUe aubl141u ore gr&Aua111 g1nn 

up, J'roa 1g19 througtl 1937, 3,1500,000 houaee bad bean 

oo~~pl.eted. The building boca 1t1mulated III&D7 anoUlar1 

1ndu1tr1ea, atruo~ 1teel, and other bu1l.d1ng aater1all, 

turn18hinc&• e~o. etc. !he boca haa now put i~l peak 

and contraction baa begWa. !he houling &bo"AI•• though 
DO~ 
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not entirel:r overoome, beare no oompar1eon with that which JJ'j:. 

existed 1n 1~32 . 

3. An over- valued currency wae suddenl:r depreciated 

by nearly 30 peroe.nt• with no shook to the confidence ot 

British nati onal• 1n their ourreno:r or 1n the credit ot 

their oountry. The advantages to the export trade were 

enormous while the coat ot l iving in terms ot sterl ing 

remained almost stationery; the British market was so 

great that the depreciation ot sterling, inst ead ot r ais-

ing i nternal pri ces, pulled down world prices. Resor t to 

turther currency depreciation would now carry the danger 

ot dragging other countries int o ~ depreci ation race. The 

world, not excluding the United States, is now depreciation­

consci ous and the United Kingdom cannot again expose the 

United States and others t o a squeeze such as was sub-

m1tted to between 1931 and early 1933. The United King­

dom had learned the a~antages ot currency depreciation 

without panic trom t he French experience ot 1928 but in 

turn she has taught the world this l esson and she i s not 

tree to try this expedient again with success, except in 

very gradual and relatively i mperceptible dollS· 

4 . A tree t rade country in a world ot protection by 

adopting a general taritt oould gain i.llllllediat e short-run 

benetite by handing to British producers the home market, 

at the ellllle t1.llle righting the balance ot pa;raents. The 

long 

• i.e. The drop trom par (t4.86) to t3.50 which was the 

average rate 1n 1932 ( as given 1n the Federal Reee.rve 

Bu1let1n) or 28~. 

' 
• 
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long-run cU.aadnntagea of a h.igb tariff - and the British 

Taritf U bi3h - are onl:r Just beginning to show them­

selves and resort to a stUl higher tariff would carr)" 

grave disadvantages, because either wages would rise and 

foroe up costs to the detriment of the export trade, or 

real wages wou1d fall and curtail effective consumer de-

mand in the home market. Furthermore, tariff increases 

breed retaliation and Great Britain dependS on overseas 

markets tor the absorption of a ver:r large proportion of 

It was estimated that in 1924 the United 

27 percent of her production of moveable 

goods* , (as compared with 30 percent in 1913). Though 

under the protection of the Tariff Act or 1932 the pro­

portion has fallen to a point between 15% and 20% in 

1937**, export markets remain of paramount importance to 

a number or the major industries of the country. The 

cot t on industry, which still furnishes the largest item 

in British export trade, cannot enjoy prosperitJ unless 

exports expand. In 1924 about 85 percent or the 5,426 

million :yards of cotton cloth produced in Great Bri~a1n 
was exported, the home market taking onlY about BOO million 

yards. The lesser percentage exported todaJ, (66%), is in 

part a reflection or that industry' s acute depression, be­

cause the small increase, from BOO million yards to 1,036 

million :yardS between 1924 and 1935, taken by the home 

market b7 no means makes up tor a droP in exports tro• 
4,627 

• A. w. FlUX, 1n a Paper read before the Ro7al Statistical 

SocietJ. 
• • Roug)l preliminarY estiaate or the Soard or '1'rade. 

• 

Regraded Uclassified



4,627 million yarde to 2,01:5 million yards. About :50 

percent or the 267 m1111on tone or coal produced 1n 

1924 was exported and though home consumpti on hae in­

creased !rom 190 to 18~ m1111on tons since that date, 

the coal industry reele acutely the tall in exports troa 

84 to 66 million tons in 1937. The Balfour Committee 

estimated that 30 percent or machinery produced in 1924 

was exported and about 54 percent ot 1ron and steel pro­

duction; though the home market takes more ot these pro­

duct s at present i t i~ still true that the di tterence 

between prosoerity and depression tor all theee basio 

industries liee- in the condit i on or export markets. 

358 

5. There was considerable ecope tor the •economy 

axe• in 1931. There ie some scope t or economy now, es-

pecially in local Government costs, but the greater con­

sciousness ot t he deflat ionary ettect ot contracting pub-

lic works programs during a business recession stands in 

the way or any material reduction, while armament needs 

will heavil y outweigh any attempts at economy. 

6 . A Labor Government had been in power tor two years 

in 1931 and its replacement tended to create a greater 

degree or ccntidence . A Cabinet more likely to co111111and 

cont1dence in Bri tish finance than that now i .n powep 1W 

hardly conceivable. 

These •resouroee• have all been used, admittedly with 

great skill, and together they brought a recovery wh1oh 1n 

early 19:57 exceeded the 1g29 levele. 
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Blat _,.. 111portut tbu tile laok of tile" II.M4 re-

10111'001 11 lbe 41tfon- 1JI tile oaUook. Ia 18Sl tile 

tht.1Sod 1:1JIC4oa looko4 tOI'WU'4 to poaoo &114 1D 18M ahe 

look• torw.,.._ to probo.'blo wv u4 Nr'Sa1a ollbaan1Jir 

.r-at ozpoD41'-o. J'llrSbelwlro, 1D 1811 'be poeU1oa 

1D tbo trll4e OJ'olo WU at tile lloUoa wUh NY1-'-

tho hor1aoa; t~ tile 4o--n1Jic of Slle tr~o qolo hu 

beaua. 
In tbo abeonoo of Sbl oxpo41oah, 10 lk1llfllll7 uaod 

to br111C tile UIUte4 riJICdoa out of tbo or11U of 18Sl, 

tbl •1JIClo tau: of arroet1JIC tbo pi'OHDt rooo111oA or of 

br1nc1Jic tile oountr7 o\R ot a •ro Hr1oua 41proll1oa 

would be a 41ft1oult one 1D 1holt. On tbe other haD4, 

non it trll4e won expaii41DC tt. nunoinc of tile ro...- , 

Mat propaa would plaoo hoaYJ b~ on Br1UIIb 

tiDIDOial 1'100111'001. lut with t)lo polk JOU. Of or1ppl1Jic 

ar-at ozpoD41ture tall1llc 4ur1DC a tr114e reoo111oa tt. 

ao~~t ..... ot tbo pr01ont probloa tor tbo u..tto4 J:iJIC«o• 

ie aaa1toet. Ar .... llt expenditure 1o thua '--P0•111C a 

tlllaDoial etra1.a Ullpi'Ooo41Dto4 1D poaoo-u•. !lie 1tN1A 

=&7 be -• at three polllt•. 

<atioDal. 1Doo•. 

2. !'he cro.Sh ot tbe ll&UoDal. 41bt 1D rolat1oa to 

BrUUh ..aU. 

a. 'fbi 11abllit101 of LoD4oa .. a 1bol't-tera 

llorrower ill rolaUoa to tile aa.1Dh- of ooat141aoe 1a 

otorliJic 1D tllo taoo ot aa 1Doroa11DC 41b1t 1D tt. Ntlsnl 

of,..,...., •• 
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..... 
!o pH41ot how 10oa or oa wbloh of tbt.. three 

tronh the atr&ia .U1 reaoh tbt 4aJ!ser poiat 11'0ul4 iD­

Yo1n a•••••111c a nuaber of illpon4era'b1ea, but an ax­

uinat1on of the preaent atatua 1.114 tbt oerta1a u4 

pro'bable trell4a ~ wall 'be aU111ptef.. 

1 . !bt Byr4tp of f•x•!loa. 

Gon~nt u pen41tura, 1aolu41Dc looal co•e..-nt 

ooata, took o'fer 20 peroent o f tbe national inoo• in 

1937. lfbat tbe proportion will be 111 1938 U 1a not 

poeaible to eat~t• beoauae both ite .. 1D tbt equation 

are Wlbon, 'but tbe 41reot1oa of tbe treD4 h oerta1p. 

Nat ional 111oo• •111 be 1e .. than iR 1937 and expen41ture 

will oerta1DlY be .,re. It eeeu relat1nl7 aate to 

plaoe the proport1oa of the national t aoo• wh1ab will 

be requ1re4 tor Oon..-at purpoaea at aroun4 215 peroeat 

or .,... 111 19M and it will be ~oh .,r, 1t, ae appeara 

l ikely, DO ligJU of reoo·.,.ry e•rs• by tbe autWIID of th1a 

:rear.• In tbt abeenoe o f &D:T reooYer7 thU :rear, tax 

y1elda 1n 1939-40 will tall .bea'f117; Wllen bu48eta are 

further unbalanoe4, 1aoreuecl rat11 of taxation, aD4/ 

or new toru ot ra1a1DC r e'fiDUI, •1 ban to be oonl1clere4. 

B\lt the queet1on aruee, what u tbe perobo10Sioal 

l11d.t o f t axat1oa be7oD4 wh1oh enterpr Ue -r be cli .. 

oour ... cl to an extent that •7 rechloe tax 71114af 

It aeeu aate to baurd an op1R1oa that th1a 11a1t 

hal ll.l'el47 been reaohe4. It n• 1otrioal tor tha 

• !able llo. 1 1D the AppeDUx gtne 4eta1la of Expen41tlare 

and •at1onal Inoo• tbr a a\lit)er of reera. 
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Cbaa•llor of 1ille anhq~~• \e raJ.• 1ibl ~..-... hs 111 

IIU re-' 1Ra4p1i 1a 0 .... 1' to •11oft a1i a ~ rate -

tile parUnlal'l1 po4 taM• of the flooal ,. ... .... a 

Jlal'oll, 1ea8, all4 ;;o .,.._ bla lloi'I'OwlJic reoov•• te 

be u•ocl ..... tall7 1a followlllc JO&I'a wbea tuall~ S...• 

11'1.11 fall with fal.llllc proflta, leMue 1ibl preoeat 

rat .. of 1iuaUoa ~ M upootocl 1io haYo u laoreulllfll' 

dofiatloU1'7 offoo1i oa atorprl•• lf 111'114e flll'tblr ... 

cl1M•, e4clU1oaal. cll'uUo taReuoa woll14 pro--.11 u­

foa1i thell' owa o.U 11114 are ua1Ue17 1io be lllpoN4 •• 

cop1i la 1ille oYon11 of ..... !tie lll'Uleh nu4arcl rate of 

lllOoM 1iu 1a .. w 118, eel. 1a 1ibe lo, oall' eel, 1 .. • 1ibu 

tile blp•11 rate, ea. wbloh pron.l~cl fl'oa 1818 1io lltU. 

llhen 11118 Worl4 ,.., brolr.o 01:111, tbe rate wu 11, !4. 111 1iho 

lo. n wa• 1-cllahl:r cloldllocl 1n the Seooad Bllc1pt of 

11114 to e., eel, lo far u tile lonl of tuaUoa 1a ooa­

oernecl, tho ~hcl J:lD&clo•, aow prepar1JIS for t:lle ned 

war, •1111114• abou1i where abe 414 at 1ilw oad of tile lut ..... 

2. fM l!t&op•1 pel!!. 

!be UDih& J:1JII6o• hu 1AIIer1hcl a aaUoD&l. cle'lll of 

olo .. oa 118,000 lllllloa fro• 1ihe Worlcl w.... 11oM ro .... 

tiona wore -.c1o b:r roYoaae proY1•loa for alalr.lBC tal4a 

11114 b)' 1ihe u• of ... nauo INl'J)1uHa 1a -:r of 1ille peat­

war roar•, 'bllt 1111e total bU Mnr f~ ... loW .., ,.co 

aillloa, aad bu 'beoa r111DC ._. au. ltll. • 
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The abandouaen' of 'he gold eta.nda.rd in 1931 and the 

depreciation of eterling did not reault in the reduction 

in the total of the national debt in hl'1U of gooda &D4 

eerrtcee whiob currency depreciation uaually afforde, be­

cause, instead of the expected .arked increase in prioee, 

t here followed a fall in world prioee whiob equalized &D1 

dep.reo1aUon of eterling and left the lenl ot eterling 

pr i cee practically unchanged. Tile United Xingdoa, there­

t ore, etarta her preparation• for the next war about 

where ebe left off at the end of the laet war eo far ae 

t he Tolume of her national debt in teZIIe of goode &D4 

aerrtoee ie concerned, 

The groae national debt on lfaroh 31, 1938, atood at 

~s,oas million, to this should be added another ~1,357 

million of local GoTernaent debt, making a total of 

~9,383 million or aome &.200 per bead of population• . 

though the budget eetimatea for 1938-39 require an 

addition of only about &65 aillion in the national debt 

during the current year, the augmented armaaent PlPII 

announced iamediately attar the aoquiei tion of .luetria 

by Germany aa,y more than double tbie figure, &D4 will 

increase the aaounte whiob mat be borrowed in the yeare 

immediately folloWing by further eubatantial llll.ml, the 

expenaion 

• the fogpom.l..lll&lll Ua budget ~-ent to the ieeue · of 

.&.pri 9,1938, aucaaate that 1t i e mora •realietto• t o 

exclude the external d.ebt ( 111 ,033 111U1on on llarob 31, 

1938), ainoe thia 1e otteet by aeaete in the for~~ of loane 

to Doa1D1ona and fon~er alUea , and also to exclude certain 

other aaseta eatiaated at about &.500 a1111on on K&rob Sl , 

1937 , (&D4 &.700 11111.1- on Mazob 31, 1938), ooneht1ng 

chiefiy of the t'cmde of the .bol:laJICe Kqual1eat1on .looount, 

- Canal eharea, eto, Biailar deduot1one a!.gbt &leo be 

in the oaee of the debta of local authoritlea whiob 

a c)ul.d reduce the per oapUa net 11&bil1 ty ot t he State to 

lUt• 1.150, 
Regraded Uclassified



-11-

expa.neion of the national. dabt will be further hastened 

11 taxable income ahtinlta rapidly after 1938-38 88 a re­

aul t of a aharP fall in trade in the autumn a.n4 next 

year . • 

Though the taxpayer ' s burden for in~areat on the 

national debt, now placed at ~330 aillion f or the current 

year, is so .. ~57 million laea than before the great oon­

veraion of 1933•• , auch of the saving of that converaion 

(about ~50 million) has been absorbed in the growing ex­

penditure on t he social servioea, any aaterial reduction 

of which may be oonaidered aa politically iapoaaibla. 

F-.,., __ ¥oreover, t he intereet burden on the debt auat increaea 

as the total s ize of the debt grows and though this in­

crease in the burden aay not be rapid beoauee of the de­

veloped technique in t he use of the Treaeury Bill together 

w1 th the Treasury • a innuenoe on the gilt-edged 1118.1'ket, 

the substantial growth in the national debt, which must 

be expected, will neceeeitate the moat careful handling. 

'!'he maintenance of confidence in the credit of the Ex­

chequer is all important and becomes an increasingly 

delicate problem with every addi t1on to the total of tha 

debt. It may be aeked at what point the national debt 

may reaoh a psychological 11a1 i where confidence in 

British oredit would begin to deteriorate. for re&BOna 

explained on a later page•••there would eeem still to be 

room 

• The raiaing of ~400 million duriug 1937-43 i s alrea~ 
provided for in the Defense Loans Aot of 1937. Govern­
ment spokesmen have stated that sUbstantial further 
ILIIOunte will be borrowed. ~100 aillione have already 
been raised on 1 o"6-terro, ead -~~· &.aa m1111on revenue 
surplue hae been allocated for this purpoea. 

•• Table No. II contains details of National Debt changes 
and shows the amounts 1 aaved 1 by the caseation of pay­
mente on the Uni ted Stat88 Government Loan, as well as by 

the reduotione in intereet on the i nternal debt . 
•• Pages 15 and 16. Regraded Uclassified
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roo• for oonaider able exp&neion of the total debt, \be 

lntereat burden on wbich could be kept relaUnly D&ll, 

3. London•a L1ab111titl •• a Short-Term Borrower. 

Al tboush the United J:ingdom 18 a large creditor 

nation With eetim&ted oyeraeaa long-term inYeetment e in 

1936 (Xindereley) of about , 3,364 aillion (&e compared 

with Paieb 'e estimate of 1911 of , 3,715 aillion) ebe ba.a 

changed her position aa international banker from one of 

lender to one of borrower, The uounta loaned in t he 

financing of foreign t r&de b&Ye contracted, increaaingly 

eo eince the epre&d of exchange and barter agreement•, 

whil e in the field of deposit banking abe baa deYeloped 

a large and growing liability. Rer poeition as a abort­

term borrower arisee from the fact (a) that London ie 

the center of the sterling area, and (b) that London and 

sterling command confidence, The abort-term position, 

however, increases, apart from the fluctuations of 'hot 

money• hol dings and the London ,b&lancea of sterling-area 

countriea, because of the peraieten\ paaeiYe balance of 

payments, 

364 

What may be called the ebort-tea poeition of London 

ie impoaeible to measure. Refugee funde and the sterling 

balances of sterling-area countries exist in Yarioua forma, 

including Treaeury Billa, call and short notice loan 

money in t he discount market, inYeetmenta in gilt-edged 

aeouri ties and depoai te in bank&, while in tbe case of 

refugee fUnds there are alec gold board• and large aaounh 

1n'9'88te4 I.J> p14 - ... noelre - o•h•z iDCluetrial ·­

OUritiee, and in foreign an~colonial OoYernment loana 

1881.184 
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ueued 111 LoD4oA. flloll&h aoaa ot tbeaa tu114.1 are halm1-

o&ll7 loaa- tara ill1' .. taaata t.he7 are all a1a11ar i11 t.llat 

they are raa41l7 OOD.Yil"t.ible 1Ato eterl1J16 a114 1aae41atel)" 

w1tD4rlwable aoro•• the exoh&Qgee. 

!be eterl1-s hal I DO .. ot ahrl1J16-area ooiUitri .. ..,­

be roushl1 eetl aated at about ~ aill1oa or upwarde• 

but there 11 110 t18\&re aYa1lable tor the total ot refugee 

fuode Wlllon &Ike up a large and wide17 tluotuatiJI& propor­

t1oa ot the total anort-tera poe1t1oa . 

! bou.g.Q we oazmot eat1aate LoD4oa' 1 11ab111U .. 011 

shozot.-teJ'IIl, we oan oou1ude t hat there hal been a eeoul.ar 

1110reaee 1A theee t\lDde e1DOI 1932 beoauee the bal&AOa ot 

payautl hae lhoWll a ooutant det1c1t onr thle p eriod 

whloh could oAl)" haYe beea equal1xe4 b7 capital a oYaaeDte 

11 tiler 10116 or abort-tel'll. It table • o. 3 1A the .t.ppea­

dix 1a atud1ed, 1D wh1ob are ebowD t1gurea tor tbl bel•noe 

ot payaeata together witb 81r Robert Ilnderele7'• eetiaatee 

ot loll6-tera oap1tal ao••••ate, 1t will be ... a that 

roushl1 10111 1.876 a11l1oa UAaOOOIUited tor capital net han 

found 1te WI)" 111to the UD.itld ~doa between 1932 and 1937 

inoluein. Keamrh1le, &Old aporte duriJI& tllat period 

t otalled eoae 1.781 a1111oa. Till total gold 111 tlw Balik 

ot EQSland at H Oe. per ounoe wu 1.537 a1111oa oa tile 

· 30th Septeaber, 1937, aD4 that 111 the .Exolla<lge Equal1u.t1oD 

.t.ooount. wu L279 a1111on . I A addition there n r a &014 

hoarde 1n LoD4oo etall41ng at aoa•th1116 l1b 1.130 to IJIOO 

a1111on.•• 

• Balik t or I Aternat1oDAl Set.tleaeate Eighth .t.Anual Report , P • 

•• !hie ie a Ylr.Y roU&A approxiaatioo baeed 011 the tlgQrle 

.... ,.... &a \.. -... ror ~•raa•&•aa1 ••••1 .... ,, &iab'h 
'Droll Report, pp. •s aD4 •7. Chang .. e1D.Oe &eptelllllr 

1137, ill all tb .. e t1&11l' .. relld.lr the .. t1aat .. oat ot 

date but 110 later figural are an1lable . !hi &el4 board 

f18\&ree are •er7 roll&h approx1aat1ou iD a111 oue. 
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'11\ll t.he balanoe of paJMat.e oor~a1a k obow a 

dotioi~ 1A \he ourroo~ 7e&r aa4 pro~~l7 1A tu~.re 7e&rO 

10 lOll& &8 ~hO &l'll&llOD~ raoo OOJit.illliOO, \he quee~iOD io 

~oginn111& ~o ~ ukod, - 'wUl ~he l'OIOMOI aJI4 toohDiqu 

of ~be Ezoh•na• l:qual.1u.\1oo Aooou~ pron adoqua~o ~o 

aaiD~iD ooDtideDOe 1A ot.erl1116T1 Soae ll1e&1Till6• ba" 

rOOOD~l7 ~OODO 01'idOD~, .. peoiall7 8iDOO ~he 81)80011 of 

tho Proaidea~ of ~be Board of !rado in ~h• Hou.o of Coa­

aona oD 11&7 a•, ~~ ~ooau10 ot t.he altilltul baD4lill6 of 

the oxob&JI&• ai\uaUoD up to ~be proeoot i~ ..... aato 

to oxpeot ~bat tile au~rittoa w1ll ~ a~lo ~o aaiotaia 

oontidoaoe in aterlill& OTOD it \he trade rooeaaioa do­

nlop• 1Dto a aaJor deprouioo. !lilt wi\ll ~be oxpor~ 

tradOI lllowiag 110 rooo1'0l'7, while ~· 111~ food aa4 

raw aa~orial requiroaeD~e &Dd ~be naeded araaaoDt -~­

rial• ltoep iapor~• a~ a hi~ lOTol, tile •~rain will ia­

oroaao &Dd ~he a&D&61DODt of ~he oxoll&age poeit1oD will 

~ooM 1Ao.roae1agl7 d1tt1oult. 

!o aua up, ~· t1D&Do1al e1t11At1on of the UD1tod 

lt1Qgdoa proeeote aa aouto pro~loa ~cauae tna ooUDt.rJ 

1a oootrootod witll tbo poalt yeara or or1ppl1116 &rDa&eD~ 

expenditure at a ti&e wheD the deol1De or trade 1a (a) 

ll&eten1116 the arr11'al of tho paJobologioal Ua1t of 

tauttoo, ( ~ ) tiiUa toroiD& aa expau.1on 1D tM alread;r 

111611 nat1oD&l de~t k a Lonl tba~ aa1 tbroateD tllo 

orod1~ of tho !roaaur7 aJI4 (o ) rtd&Diag thO detioi\ 1A 

her bel anoo of pa.yau~• \o a poiD~ t.het UJ WiD& a ~roalt 

1D ~he e~a~1lit7 of a~orl1ag. 

'lbat are tho fao~ore wh1ob. are &'t'a1l&blo ~o help ~M 

1. 
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1 . ProNlll7 t.M poeat. .. t. uoot. 1e tiM •UoMl. 

obar&Ot.er. Br1t.1111l •t.loaalo wlll bear a creawr M&Nea 

or t.aut.loa ~ oolll4 be 1apooo4 1a .., ot.ller Deaoent.lo 

oouat.r7. !.tw7 laaYO a •t.1lNl falt.!l 1a Bl'1t.1111l orocUt. &114 

la lit.orl1116. !.IW7 aloo laa•o a aoot. Yalv.&Olo oapao1t.7 of 

g1Y1D6 a ua1t.o4 roopoaao t.o a oall tor ouproao effort. .a.a 

t.bOJ tool Ulat. t..tw lat.oroot.e of t.llolr oout.r7 4aa&Ad U 

aDd t.Mlr loa4oralllp 1e roepou1'bl0 &114 Uilltul . 

two ot..Dor uoot.o Uo la t..Do 4onlo.-eat. aloa laae 

\alto a plaoO 011100 11131 1a· t..Do !r&UUI'J 1 0 .....a&•Oat. at 

tlaaaolal aa4 ao.Dot.arJ pol107. !lllo 4oyolo)laoat. &lno: 

a. !M t.ooblllqu aa4 rooovo .. or t.llo Exonns• 

Equal1&&t.1oa Aooouat. roooat.lJ t.oot.04 b7 t..tw wlt.Adrawal 

troa Loll4oa or ooao llio70 a1ll1oa or l'roaoA fliD4a 1a a'bo•t. 

tea 4&7• wit.ll 110 approo1a'blo cUot.vllaaoo t.o t..Do uone..., 

aDd aoao7 aarltot.o. !Ill• 4oaoaat.rat.1oa or Uill aa4 

et.ro~~&t.ll laao tort.ltlo4 t.ll.l alroa47 ozht.1D6 ooat14eaoo 

1a o\erl1QS ona 1ll t.Ao taoo of a Sl'Owlll& 4ot1o1t. 1a t..Do 

balaaoo or p&Taollt.o &114 

a. 'ftlo Brlt.lall !rau~ 'o poot.-li&l 40Yelo ... llt. 1a 

t.ho ooat.rol of IIOIM7 rat.oo wlllaA - 'blOo t.Ao at..b0r1t.1•• 

to -1at.a1a o.twap aoM7 1a t..Do ollort.-lO&D aanot. wlllaa 

ou a'boor'b largo lonoo of !J'oaov7 Bille; t.lllo oaponro 

t.ho GoYoraaoas to flAaDOo lt.o ••41 oaoapl7 &Dd t.o walt. 

tor t.ho boot. pooo1'b1o aoaoat. t.o loouo ouoll loJ16-t.ora lone 

•• auet. bo tloat.o4. '!lllo ponr, t.ogot.ll.lr wlt.ll tho 81'0Wt.ll 

ot YVlollo Go••r•oat. Dopart.aoat. tuaolo• .....a&•4 '117 t..IW 

aat.1ooal 4o'bt. .-ioo1ouro .UoA &1• .. a ot.roll6 woapoa 

'117 

1 'IJMaplOTAOD aa4 Boal.t.A IDIU'I&IIOO twl4o, Poaaloaa aa4 
.B&IIk tUAila &114 t..tw sonr.oat. ooour1t.1oo la t.llo lone 

>arU.eat. ot t.llo .B&IIk ot KncJ•114, t.o&Ot.hor oout.lt.ut.o DH.I'lJ 
ot t.hl 01lt.ot.&a41D& lat.araal lo116-t.&ra 4obt.. 

oo1~1ao1;or .B&IIk Rnln, Jl&)', 1131). 
Regraded Uclassified



-16-

b;r 11h1oh the st.lt-ed&ed ..rut oa11 be 1atl.u8Aoe4, reDder• 

po111bll the t.uk ot ra1•1a& tur~ loUUI , at relat1nl;r 

ohMp tatere1t rat••· 

!hoU6h, a1 aenUoned aboye, the tot.al debt 1n t.-. 

ot goode and .. rnoee -• not. recluoed b;r a prioe 1'11e 1a 

1931, the geat. oonYerl1on ot 1132 41d reduoe the 1at.ere1t. 

burden Y8J'7 dl'aaUoall;r and t.boUS)l the 1ona-t.era tat.ere•t. 

rate haa l'1aan 11'l' .. peot.1Ye ot ehol't-tara rat. .. , u. 1a 

1t.1ll relat.1Yel;r low. It. hal b- u low a1 8 3/• per 

oent. and toda7 1t.and at. onl;r s a/a peroent.. rurt.heraore, 
.. ~ . 

the Oonrnaent. oa11 u1e the 'rl'eUUl';r Bill tor aeetina ui• 

needl to a yeey 1Ub1t.ant.1al ext.ent.. !here 11 a t.rad1Uon 

that. the 'rl'ea•ur:r 8111 111ue could not. go eboYe lolOOO 

a1lllon but there 11 DO OOIIIPe111J16 reaiOD ~ t.h11 11a1t. 

lhould not. be exoeeded. !he 'rl'MIUJ'7 8111 111v.e now 

1t.andl at. 11830 aUUon and 1nol.udel IUoh !'l'e&IUJ'7 8111a 

a1 are held b;r the Exllhan&e Equal1u.t.1on Acoov.nt.. WUh 

the ehort. loan rate at. one halt peroent. end With the 

'rl'eaiUJ'7' 1 powera to a1n t.a1D Ule rat.e down at. leaet. t.o 

that. lnel, the t1Aano1A& ot the reara&MDt progaa lleed 

not bl'1q exo .. I1Ye 'blu'dena 1n Ule "'3 ot 1noreaaed 1a­

t.er81t. rate a. •o doubt 1oae loa&er t.era 1uuea Will be 

noated, bllt. a bO!'!'OWIIl' 1111o oan nit. tor an opport.v.ae 

U.e ~ 1111o holda a t1tth ot the .. our1t.1el 1D the ..rut., 

oan borrow nth gaat I4Y&nt.a&e• 

•· Bl'1t11h national• a till 01111 aoae liiJ , 700 111l.Uoa 

Ot OYIIl'lea& lOD&-t- 1DYeat.aent.a*• !hough &D7 11(lu1dat10D 

ot 

• fable • o. • 1D the Appandlx 61••• ~1Dderlle:r'• ••t.1aat.el 

ot nold.nal oap1t.al, rep&71111Dtl and new oYereea• 1a1Uel 

e1noe 1929. 
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ot thftl l'tNU .. I w.&t M --.u, t.11e t-"w~nett.-. 

troa thea, (t.be ••t ~t a·d.aillle Qplll't. l\8), 

t.heee iaYN\MUI OODtUW.te a~ .. ot tat oa 11hltll 

\he UlllW ttn&lq OR14 Un tar -u.e N tar u 

h .. btlanoe ot ,..,._v poeU.loa u ooaoerao1.• ft .. .,. 

t.bo balk. ot t.bo.. 1AYoat.Mzat.e aro 1A et .. llai •oourU1N, 

nM .. elt7 eeU..toa \hat - lo .00 111111oa 001lallto4 

(Doote_. 11111) 1A -.riUtl r .. •u7 ....U~~ oa 

OYII'IOU 1\ook IWhe•p•• IIWib 1AYIIt.llaU OODa.t.Uak 

aa otteet. •P'Dit .onnua 01IILOX'Ih1p ot eW11AI lt­

oU1'1t.111 l'ta""7 .Ml'kotable 1A LoDd.oa. !hie tol'll ot 

,,._., ... 1AY .. \Mat. 1a aow lll1a& allowoe to lie 1Jlarouo4, 

po•a11117 Wlt.b a Yiow to t.bo ue ot Atll tau 1a aa 

·~ tor ol:lta'atn& tonip u:Mnae 1a t.hl _.,. 

eo ~v.ooeeetull7 0&1'1'1o4 out .,,.,., \he lorl4 war • 

.la a M'"' ot &1'1'11t.1AI t.hl Va4l 41ol1Ae \lle .. re· 

•-•• aro aot OOJIII)U'Oitlo w1Ul Uao•• 1111101l .... ~all• 

ablo 1Jl ltal. ~ troD t.he OYG'IOU laYOIUeft\11 \hq 

are, 1Jl lhort. - •net.al'7 uohaiqllt aa4 ooat141aoe. 

Ia other wo1"4a., t.hl ll'1t.111!. t1P&Polal lhlp 1• a et.ollt. 

aa4 weU-hlm4 Tt11a1: h_. l'l&&1Jll &1111. 11&1' are ...... aa4 

ot 1Do4 quJU.7 &114 laG' .. w lt a lklllo4 ..naer, Rt 

lhe 11 cw..-lo&4o1..111.Ul aa &IIMN1Yt liiiNM ot up•l1· 

taro AD4, e1au lAit.. At..-, llhl hal l:leea ,.,,.,, aot. 

oal7. wUIIallt. taTOI'Illll 'l1aU, 11v.t. 1Jlto the hl04-w1Jl41 ot 

a \NM ne.ouaa ~whleh ..,_\01 v 4nolop uw a 

tupu.t. ot 4oep ...,..,,,... tb1.l et.ora ~ Jlll'OT• 4aallr­

ov.e 1a 11181' OT~loete4 ooa41Uaa a114 Olle ~ han \o oall 

aU 

• !alalo lo. I &1YOI lllllll &at.&. aa aro ~•"eltl• ot t.hl 

&ItS alb'oal 411\riMt.lla ot Brlt.llh oopU.al 1aYeiW 
M rl. Regraded Uclassified
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all bub \o ..a a RPHM afton ut \o nH1.~ t.o t.be 

41101pllae 111 .. \l.al. 1Jl .. ~· 

!be qu111Uoa lalrt~ U'1111 &I t.o the Jll'ObUll 

obaz'Mt.tlr of -.all UL _....07. !here 11, ot ooar11, the 

po811b1llt.J of a.r, 'IN~ \o Pl'l41o~ \he 0011r11 of Bri.tllh 

t1DU01&l. tndopMB~I- 111 tha~ l't'lll~ 1111 bQUA the 

eoop1 of \h11 -lnlw•. !here 11 the o~t.J of \he 

blll'dlll of the U'lll :raoe, the lll4 of 'lhleb 11 110~ 1a ~~. 

!hla lN1'4II1 Will al..lo bl ooll41Uoal4. b7 the t.rau Wlzl4, 

Wbloh 1a \lira 4ep~ \o a 1arp enen~ vpon UYilopMJlt.a 

1a \he thal.W lt.at.u llgr1gl 11100114.1Jl& 110&\ha. If t.be 

begSnn1n&• of a real r.ooTU7 .,..r 1a Alla'ioa1 t.bl 

e1tu&Uoa ill 01'1&~ Bri.~ wUl. be ea1ea &ll4 t.be 4q *• 
\he t1Jiallo1&l. pZ'Obleu of the UIIJ.W ths4aa beooae 101lt.a 

w1.ll be oorraaponG1n&17 poe~ponl4.. Ill~ 1t 110 a4.1!lll&t.a 

1~111llll1 OOMI tl'oa the UJll t.l4 8t.at.ll, there 11 ITU7 

reuoa to upeot. a lhlrp arop ill \he ourYe of Bri.t.lu 

bllllaeae aot.1T1\7 'lhloh hl\hll'to baa bean t'•'""' olllJ' 

&ra4A&ll7· Un~:JMAt., 'lhloh aow et.&Jl41 at. 1,748,000, 

woo.l4.r1Je t.o u:r 8,000,000 b7 the eD4 of the 7aar, ( t.ba 

lnel ot liM &ll4 1~3o5 ). A 8I'Ow1A& plet.bora or hD4.I 

wwl.f. .., ... ,.,, &ll4 111 1411. 1n the bub, 1d~ ... 1a-

au.t.nl1 1DT .. t.&lll\ 001lfla14 to t.he II&I'I'OW f1e14 1a 'llbleb 

~t. aoUT1 • . attor4a a et.lml.ue • 

.._wbll.e, waae rat.11 woul.4 lhow t.be li&UI1 r111at.eaoe 

t.o rldlloUou, u4 t.barl wo111.4 uu be a· tiJl411l07 tor 

apeo1&1 ltq eeot.lou of araMilt. workera to prea• tor aD4 

obt.ala )11&bar ...-., wl\h rllu1\1Jli turt.bll" 4111qu1Ubr1ua 

\hro-qtlov.t. t.he 100110s10 bo4J • Jl1i)1 001\1 110\111. OOilt.imal 

t.o be..,wr t.be qport. t.r&41e, u4 the -oiil11 u wolll.4 roll oa. 

!hi 
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!be ooablaaUon or 11Dellllll.o;re4 'IIOrt.n an4 une11111lo7.,, 

OtPU.al. 'IIOul.d reeul.t 1n srow1Jia pollt.loel. pre .. ure tor 

aotion on t.M part. or tbe Qovel'llllent, 'llb1ob h IIOW o­

altte4 againet a pol1oy or upan41ng publ1o wol1te. ftl1e 

pollt.loel. pre .. ve a1gbt wll. beoo.e 1rreeht.1ble. 

lhat fora or aotion woul.d be 111tel7f fhe obYioue 

etep 1a a vut publ1o worke progr• al.ODS t.be linea or 

the .Aeer1oan ex•ple. !bie woul.d provide a oerta1a •out 

or n plo711e11t, t.alt1ng up eoH or the alaolt ta the 

co11etruot1on 1nduet.riea 'tlh1oh 1a developtag ae houa-

iDS aotivit.;r el.owe 4owa, aD4 it would tend to aainta1a 

internal. purobae1Jig po-r to a oe r t.a1n extent. But a 

pu bUo worke progru would not. help t.be great export 

1nduetr1ee , where uneaplo711ent ie extenaiv e: ootton 

navere oannot be put to bu1141ag roade, nor oan publlo 

worke be exported to pa,J tor eaunt1al taport.e. L11te-

w1" euoh a prograa woul.4 not be ooapl1aent&l'1 to an 

anaaaent progru ae a etiaulue to generel. aot1v1 t;r, but 

would at •aliT point e interfere w1th it. fhe araaaent 

progru woul.d al.wa,ra have prior olaia t o tunde, and t.bouah 

a plethora or 14l.e aone:r woul.d render t.be ra1e1ng or the 

11101 .. &1'1 loan• obe.aper than 1a a t.lae or 1nduetr1al ex­

~e1on, the rate or gro~ or national aDd looal debte 

would han to be oaretul.l7 watohedo 

!bat •- expane1oll 1n publ1o work• would be re­

eorted to 1e to be expeoted, but it 1e 11ltll7 that al\1 

1111oh p:rogrea •uld be or a 11a1 ted obaraot.er Aid at t.hl 

aaae tiae be aoooapanied b.J other Ma8111'1•• 

371 

Ia pneral., oon41 t.lone would ten l to aaphalhl oert.aia 

u.a&vant._.1 of a tree eoono.oq, Aid t.be taot that the 

tot.al1t.ar1aa a;ret.n attor4a oertata oate'-aa41a& aAvaat.apa 

would have to be taoe4. 

' 
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fte 'fot&ll \arlaD et.ate ll&int.alu a r1&1d oont.rol of 

pr1oee aad wa&e•• Anlallent. ooet.e oan \hue be kept. at. a 

a1n1aua and aleo a &lnn et.an4&rd of 11•1116 reaeonebl1 

.. u 11&1nt.a1ned, 11h1le UJ3 powere of 1noreaeed pi'Oduot.loa 

reeult.1ng froa ln .. nt.lon or oraan1~at.1on oan be dlreot.e4 

t.o t.he tenlop!Mnt. of \he aU1t.U7 u.oh1ne. 'llbat.ner \he 

aouequenoee aq be ln t.he lo116-rua, 1.n the abort-run 

372 

the t.ot.al1t.ar1aD et.at.e nea prennt. an uneoonoalc pol1Q7 

froa produclns react.1ona 'llh1ob are 1nn1t.able to t.be 

econoa1o and flneno1al fabrlo of a tree econoq. J'urt.ber­

aore, beoa~aee 1t. cont.role 1Dnet.aent. the t.ot.allt.ar1an 

at.at.e oan keep oaplt.al eaplo)'ed. B;r lt.e control of 1ra9 

rat.ee 1t. rel1•••• t.he ent.repeneur of one of h1a chief 

unoer t.a1nt1ea, 11hlle \he whole •T•t.e• of eoonoalc con-

t.rol, lf Ullfull1 aan&4!11d, atforde a relat.1n at.ablllt.T 

of purohaa1ng power. !hue a oonat.ant. and pere1etent. 

prot1t. aargin h 't'1rtuall1 auured t.o &n7 reaaonablT 

ett1o11nt enterpr he. !boll91 proflt.e aq be 11a1t.ed 

b7 other .. aauree of oontrol to apeo1t1ed lenle, the 

relat.i't'e oerta1nt1 of aoae aargin of prof1 t., enn 1t 1t. 

be eaall, 1e a etiaulua to produ.ot.ln effort. wb1ob atanda 

out 1n oont.raet. to thl o0Dd1Ucoe wblob preuU 1D an UD­

aontrolle4 eooDOaT when ln the throe• of a tr.U reoeae-

1on with 1te charaoter1at1o enow-ballln& 1nfluenoe• of 

srowtaa uneaploTaent., 4eol1Ain8 purobae1D6 poftr and an 

aoouaalat.lDS plethora of tun4e wb1ob, b.J aeeklDS 

llq\1141 t.J, tend. t.o a't'o14 the r1aka of pro4uot.1n 1D't'eat-
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thO pOWell' Of \lie t.OW!\arlaa ot.at.e t.o fOI'OO aftU. 

abt. twldo lnt.o -.ploJMnt. oonot.l t.~at.oa ~ a4Yut.oaa 

wbioll wollld beoa.e 110ot. at.rlUII& it a lla,Jor dopnaaion 

dnolopa 1n t.bo UD1 tad UD&4ota u4 u. 1o not. 1Doonoo1Yablo 

that 1n t.bo abeonoo of •- reono17 1n t.bo aut.ua; t.bo 

Br1t.iab GoYOraaant. aa1 bo tol'OOd to oone1dor oont.rol 1n 

the tiold ot 1nveat.aont. botoro t.bo ond ot 1eae. !hie 

a16bt take t.be toN ot t.be oetabl1ebllmt. of u lDYeet­

aent. board, or t.bo uao of t.bo alroo4;r oxilt.lng Br1t.iab 

Induet.rial DoYelopaont CoapaDJ. Wb1ob wao oetobl 1abed 

b7 t.be Bank of Knglud 1D U:SO t.o auht. t.be ballo 1n­

duet.rioe t.o ra1u t.be neooua17 capital t or rat.ionaltu.­

t.iCII, and later floated t.be Lanoaabiro Cotton Corpora-

tion Loan, and t.be »at1onal Bb1p:bll1ldere 8eour1t111 Coapan7 

loan. file baoio probloa wollld bo to toroo idl e tllnde 

into eaplo7aont: not onlJ' to proYlde work b7 ••an• 
ot publ1o work&, but aleo to bolp t.be iapOI't.ant. braACbee of 

t.he e xport. tra4ea. Fllr\be~, donlop•nt.e alons t.be 

11nea ot pool ltY1ee t o auba1d1r.o oert.a1a export.a an 

poeaiblo. tho ooal 1nduat.l')' with it.l central aell1ng 

aobeae , and t.bo log! alation now being drafted tor t.be 

oott.on 1Ddllat.l')' ausaeat t.be poaaib111\7 of deYelopaent.a 

1n t.b1a d1root1on. 

lbot.her a\1011 dnalo,.enta would bo followed b7 ot.bor 

aeuurea bearing a rooeablanoe to t.boee t.Jpioal of • 

total1\arian 110t.oa 10 a ~otion Wbiob 1t. would bo toolhb 

at t.b11 t.1ao to t.17 to ..... r. Bear1116 1D alnd t.be upt­

tllllo of t.bo \oak, aD4 t.be laportonoe of olt)l:'t. t.ra4o t.o 

Br1t.11h ooonoa1o weU-'boin&, t.bo tuture not bo rop;rdo4 
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.. b0141a& pe .. llllUUII wblala 11'1a a 71.Z AC0 woul.A haft 

belli Ullt.h1.1lk&llle. Ia eA7 oae• 'prophe17 le a lulan 11 

'b~I1DIII &114 a fool
1
1 ~···' 

• 
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Paria , J'une :w, 19~. 

near Mr. secretary: 

When I saw Governor Rooth ot the SWedish 
central Bank at Basel earlier in the month, 
he mentioned to me that Governor Eccles bad 
sent him a copy ot one ot his speeches. 
GOvernor Rootb said that he disagreed widely 
with some ot Governor Eccles' views expressed 
t herein. He did not intend to endeavor to 
r etute these ideas directly but did propose 
t o set tortb in his acknowledgment certain 
practices followed in SWeden which were in 
di rect opposition to the precticee or views 
ot Governor Eccles. Governor Rootb bee been 
kind enough to give me confidentially a copy 
ot his letter ot ;rune 28 to Governor Eccles, 
end I am enclosing this tor your purely 
personal information. 

I have to-day received trom Mr. aeston 
s tew copies of your address delivered at 
Temple university, and am happy to be able 

The Honorable Henry Morgenthau, J'r. , 
Secretory ot the Treasury, 

washington, o. c. 
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to forward one of tbeae to OOTernor Rootb 
at tbia tiM. 

381 

Your letter of luna 15 in regard to the 
contesplated Tiait of Kr . and Kra . werner 
1oeten OUIII thia .orning, and I shall, of 
course, be delighted to do anything poeeible 
to make their Ti&it pleasant when tbe7 arriTe 
in Par1e. 

we are looking forward with muob pleaeure 
to rour arriTal in Trance and hope that rou 
may baTe a tine orosa1ng. 

raithtul~7 roura, 

. -

• 

• 
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S!OCIQI)UI, 18th luna, 111M. 

••rrlner a. •••leo, •• q., 
oo ... nor, 

Federal leoor.e Board, 

•••hl!(to!. p. c. 

u.s.A. 

oaar Mr. OO•arnor, 

Jlany tbanlul t or your latter and for tho addra .. , 

whiob I ban read w1 tb sroat intaroet . Many of your 

probla .. h••• oleo boon our probla .. , but there are 

a lao goat difforencaa. .A.B you My perhaps be inter­

ested in bearing about our policy in thia country I 

taka the l iberty of .. ntionin& eo .. of the pr1Dciplea 

which we ba•a triad to follow. 

A8 a &enaral obeer.ation with regard to ditferencoa 

between American and swedish a conoaiata it ia i ntereeting 

to nota t hat we in Swaden hi•• not taken a purely 

monetary •iaw ot the reaeone t or the dapreaaion and 

the poeeible waye out ot it aa aome ot your econoaiete 

haTe dona . 

When amberkln& upon the public worka policy in the 

hope thereby to a oarte1D extent to equalize acti•ity 

during dapraee1one and boOma the swed1ab go•ernaent 

troa tho nry bog1nn1n& took tho Tin that prodaione 

ebould be .. a. tor the repa,...nt of t he unproduoti•• 

debt lanrrad tor the public worka prosr-· .All 

1noraaoe of a .. th ._.1•• .. , eat ee1da and later • 

epaelal 1a- tu wu laded tor tb1a purpo .. • The 

wlaola upro4uot1•• da'llt ~u taourrad, which eb01l14 

laa'N baea rapalt w1~1a ••- yeare, wu 1n taot repaid 

w1tltla • • • 
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wt.~ tou .._., r-n enu u.. tolltF u. -. • 

.. t ........... 

Ill• ·~la-plll ,.~ .Ml ... lac ......... t &viae 

a &epneeloa un .n.nuu Mil euai.l4 "' a IOJ&l 

oa teeloD. ._ nl11 un Mia lal& .._ u4 .._.,. 

Mea •••.,••• ~ Pull'-\. Ia el'4er Mt \o 4etulonM 

\be tlaaaolal poeltloa of ,._ oo.traa.at 1t wae 4ee14e4 

that .-te .,.., la a 41pnee1oa ellftl4 M npa14 1a 

the •••••••••• peno4 of lllenae1q ae\lntr nu 

aYOl41a& u ae .... l at1oa of tile l1a,1llt1el of the 

etate wbloh .S.sllt atea,.r eoat14aaoe aa4 altlaatelr 

perhape 1110 tkl lll!'I'IDOJ. 

•• an, of eovH, awan tllat auoll a poll or 1a 

opeD to abaael, 1f tile pro~ la aot tollowe4, but 

- 4o laope \Ut tile prlao1plel wlll M tollowl4. ID 

till& IORDIOtlOD 1 will ... tlOD t lla t tllll'l -r• DO 

41aa ... loaa a.oac \be &1ttenat par tlea lJI Parl l ... at 

wbaa tkl 11111 wu ,.. .... 

••• susan ... toraH ott tile aol 4 at aa4ar4 la 

ltll .... ot our eaoaa.d•t• • .,..ate4 tllat tile Dew 

poller of awe4a eu.l& M to keep prlo•• a table • 

'l'blr• -r• Uften•••• of oplaloa Mt-aa e....S.aU 

11 to wll1U prl .. la&u eM1114 M toUOWI4· ftl IIUk 

of • • • 
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i 

. -.. -. -
ot ... 4on e\arto4 • n•w . ... ea.p\lon-prloo ln4•• (the 

ol4 one oaloulatod '117 a ID'fenMnt body wae out ot 

da\e), Parl1-nt 4rew •P a proP'- ln usa wllioll 

wee to a oor\ain ••\ant llaHd •pon prloa atablll\)' , 

Th• Bank or &w4on baa tho wbole u.. 110re atre .. o& 

the i~ortant ot eta'llla ••ohana•• oapoalall)' tor a 

oountry like SWOtan with a sr••t external trede. It 

hoe 'boon eol4 that we ln the Bank ho~• bean tollowlnc 

ol4 ontrl.l bank prinolplae but with an .,.. all the , 

u .. on the prloe\-!ii4looa. 'l'ho s•naral prinolpl .. now 

asroo4 upon ln thla oountr,. are praotloell)' the .... aa 

thoaa etatod b)' the OO~arnore ot the Federal Rae•~ 

Boar4 in 1937 . 

All )'Ou .. ,. ho~• •••n troa Proteeaor t.~ontso•r,.• e 

book tho ropl4 ohl.ll&• ln SWo4an•a poaltlon otter the 

1931 orlela was .. tnl)' 4uo to tb• demand tor our a~rt 

produote . I belie~ , bowa~ar , that the etoblllt)' ot the 

loodlng ••ohangaa baa pla)'8d an t.portant port ohlafl)' 

t or ·~ortera but alao tor the aaintenanoa ot oontldenoe 

in pnoral. 

In order to .ako 1nduatr)' ra~eratl~e we bad attar 

1931 waa• raduotlona 1n the 1101t ~ortant 1Dduatr1••· 

Later on th• -..• ba~• bean raiaad. The trade union• 

oro atrona, ud we u~• •• a rull osreeaanta t or two 

)'a are 'llotwaon tho oaplo)'8r • and tho trade unlone • 

ro~y balt ot til••• ._re ... nta te~atiD& at tba 

--- -·d ..... other balt at th• and ot nut 
an4 of \bie ,.~ - -

)'01.1'. .. ... 

fii 
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.. .._" aleo 11M a ..U\811\lal re&ae\loa 1a \Ill 

~-- ot la'-\ oa all ..na of lou. Plrpetaal 

P",_.' M11U, 818 •• \lao ..a ot \Ill ••DUll 

Wll'l ql&OM4 OA a 6 1/ .,. Hale, are DOW 'below Ill'• 

II!' perpe''a&l &C"Irn.tD\ liOaU an at PI'IIID\ qiiO, .. 

at lot l / 4f>. 

1'0 bull4lac aotlT1'1 lD ...... bae 'bleD aat ''111 

11 ftrJ poa\ • ftll 1e a4ftb\IU)' \o a larp U\ID\ a 

-.ot••oo of "' rotaeUoa of tbl rew ot 1Jlter11t oa 

.onppe . n 1e Dow po111t11e to nat a t1ret .onpp 

up to ~ oa a tara or a bo••• 1a a •owa tor a per1o4 

ot 60 )'l&re at t bo rate ot abol&t Ill'· Iuuraaoe oo.paalll 

an prepan4 w lft4 oa t1ret .onpp e up to .,. t or 

tea )'a&rl at \bl rate ot Ill'· 81ft11t)' )'lllrl • a 1/ ,. 

)Oau 1 .. uot ~ \u !Oft .. npp laDk ot sw&e• are 

at pre10at q•Mt at tt 1/., alrln& a aet )'1114 ot 

abollt a.,. w ~eb bll to be a44e4 , boweTer , 1/ 10 ot 

1. a• oo.u .. loa tor the Monpa• aau. 
Ia tbe pre11a\ 11taatloD there 1• • Ter)' teea 

oo.pot1t1oa 1 sa -.. .on.-.. 1Aat1tat1oae, 1aeuraaoe 

eo .. aah•, u4 1aT1aP baAkl tor 1aTelt-U 1a 

.or\IIDP•• 
I alM aaelo•e \brei DOWI wll1oh ban beea wr1twa 

1a tu Balik aa4 allb alP' ia''"'' )'Oil· 

Plrwi' • to tue W• opponuUF ot 1Dtrotaola& 

., latlaaM trl ... • 

aeae~~ •nu .uaeoa ~ 
, 5 '.-.n of \M ...UN 

8o1o· .. ottbe••tJII w • 
Dll ... ,los • • • • ' 
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pel••• loa tor Del•-. 

Jlr. Jl'iltaeoa wbo waa tor.r 17' OD4er-soore\ai'J' of 

tba '!'l'e••lli'J', la Pna14 .. t of tile Joar4 of 'l'r&llo. fta 

swe41ab BOard of ~•4• lo not ezao\lJ' tba .... •• tbo 

Br1t1ab 1not1tut1on. It 1& a oeotrel eutborltJ' 

or1a1nat1n& troa about 16&0 wlllob 41rootlJ' ua4ar \be 

nopart .. nt of co ... roa 4aola wltb praotloallJ' all 

eooaoalo .. ttara. fta BOer4 of 'l'r&do lana• ragular 

publ1aat1ono on 41ftarant .. ttero aa4 oaloulatal our 

wbolaaala-prloa 1n4az •. 

J1r. Jrllta&OD 1o at tba •- u.. obalr.aa of tba 

co~ttaa tor co ... rolal ~aatloo w1tb otbar oountr1•• 

and oha1J'II&D of tba BOard ot our Inot1tuta t or Boonoa1o 

R••••rob. 
Mr. •rllt&&OD will arr1TI 1n,W&Ih1Dg\0D ODI Ot tbl 

tlrot 4&J'& ot lUlJ'• 

Jnol. 

w1th ltlnd paroonal rogar41, 

I ra .. la, 41&1' )lr. OOTII'DOI', 

S1noeralJ' J'OUI'I, 

• 
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RDEJtAL ftCARVa BANI( 

Of' NEW YOfltK 307 

CORRESPONDENCE 

lo 1 0 IC 'PI or WIJ..QL 

Ia Uao •--•• of llr. lelMa l ..u• lr, lallrao a• 10ela. 

•• both ...... the\ lllll'illl ... Jan ... all ,.. .......... ~ 

liMD aeepUoaall7 qat... .. •• waa .... .., •• ta\U:.necS 1a the 

pbe011enll 1'110 1a wr nollra tu1Jti the ,an 10 ~· ID4 1 1ayo IWI 

\ht f oUowtq "_.. lla11 l•• 10 ... of our lead!Jia a\olka aclo­

n noed Ia. a lban •• aeeol"41q \o a..Ua11le 11prea the '111171111 

••• ~ 111thln WI' o• llallt,.. IalilER 1114 that 1l wu qv.Ue 

ohiooe tha\ •1!"0•• waa aot 'lla11.al nooll:e ae a qlliok rm" of \he 

a chiDII aar!lr .. fOI' the Jaft tW Wetlrl a!lowed YII'J litUe aothU)'o 

I 1tlted tha\ aQi\11 ....... ,. or lhon teN 11aald.Jic tuadl •• ........ 1..; 

tranaaoUoaa tor \he wetlr en4lac IIIDI II llloftd a tlll'thor oottlo• of 

tllllde ot '""' tlt,ooo,ooo. there •••• oo fUrther aold llli,.enta 

111lce ., laat eoaYa-.. uoa aUt loltoo. lallrer nated that tu the 

put t hree wetlra lQIDIIe epenUone had b- ••17 qv.tot. IDadiD 

col d 00ftt111De4 to ._. taw the looat. autrn 1a drib• end 41'•"•· 
~1'101 tho ,. .. ,. ,.., aMiat &1,100,000 of cold bad arl'1•ecS, of 

1tl1ch ebollt halt U4 1111D 1014 -· \hi 1111100e bll4 1D .... . lallliD 

ner11o1 1111•••• .._. rNIODalllT lus• at '"act, but he -.14 

110\ be IDI'pl'laod ti JMtti., ..u a ldll ,.n of thell' •Ill••• ttlo 

bteiDDioc ot , ... ~·· C.tlaiDtll •rnaolea 1110 r•etoed qv.1_., 

tt.-,T:r t 

wttb billa•• •" dll,M4f ..•• ltl 
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P'I:'DIEftAL AC8 1:RVII BANI( 

OP' NIW YOIUC Jtl8 

ilFfl!~t. CORRESPONDENC E DATI< haLJD, J..IIL_ 

su...,•= f&PPI!I!I COitaaftiOI 1111 

wa: or,.,. 
pllfUL nt.M 

• 
I eelle4 Cuipel a\ UtiO. lo nated 'ba' -uaehl 

IIOhaa&•• had ba• ••17 qlde\ darlrac \ba pan ••* wl\b the nllllt 

tbat OD baliDII ha ba4 n.S.thar lalaM DOl' loa' aob-.a. Ba waa 

nrt auob 1.n,orone4 1D tba ,,._.ua llboWD 1D oar nooa aarkn 

durin& the pan ,_ • .,.. 11b111l, •• ba nated, ... all auvpa l\llllilllo. 

Bt ahta4 tbat tbia 1a \ho t1rn Uaa 1D Qllih a f" ;rMI'I t hat 

•rope bad DOt b- a 1\I'ODC biQ'er of noot• bare 'Ibm an upWU'Il 

m n1 0001117... I atate4 that tba a .. IDII of -• of oar laa41DI 

noclta ba4 b- ••17 rapid, -• c•t•tnc aa auob a1 tt4 a ahara wUb 

a l tnaral a4•anoo 1D 1101\ of tba awolta. Jia alka4 abovt t he oapttal 

10,. • .,, of nm4a •4 1 told b1a tbat durinc t b a ••* e41nc lliDa a 

t hara had bo• ea wttlO• of about tl&,ooo,ooo •. 

'""' , 1 r, 

ItA 'i•l (',lu t Iff 
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SEcrEtory of State , 

Washington. 

578, JunE 30, 6 p .o . 

GRAY 

London 

D4 tEd J\uu: 

Rec 1d 2:20 

FO}( TREASURJC PROU BIJTTER\YORTII • 

:50, 1938 
-

p . o .. 

ThE st~tectnt of thE position of thE c~cho.ngt 

equalization account i ssued last night indicates that 

in thE si~ ~?nth? pEriOd ending March 31 thE account 

addEd only 2, 692, 000 ounces of gold to its stock and 

that thE Bank of England account remnintd unchanged. 

This increase is of course very r.!odtrate in relation 

to t il£ activity of the equalization account and reflects 

th£ extEnt of th£ opposing cross currents encountered 

during that timE. ThE total of the equalization account 

anounttd to 42, 546,000 ounces as cooparEd with 26,674,000 

ouncEs n year ago (cy 412, June 28 , 7 p. m. ) and thE total 

i n thE Bank of England stock ~ounted to 76,843,000 as 

coopnrEd rt1th 73, 842,000 a year ago, thE grand toto.1s 

being 119 , 389 , 000 ounces as compared with 100,516,000 

~ Incidtntn11"' thE net impor ts of 
ounces O• o year ago . ~ • 
gold into thE UnitEd Kingdom during thE siX month period 

end1116 

389 
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. 2- #57B, JunE · 30 , 6 p . m. from London 

Ending U~rch 31, 1938 ond $EptEmbtr 30, 1937, WErE 

64, 766,000 and 39 ,480, 000 rtspEctivElT• ThE ExtEnt 

3~0 

and choractEr of thE risE in Wall StrEzt WhilE gratifyirg 

is fro.nkly pErplEXing to thE city . HOWEVEr, commoditiES 

havE rEflEctEd this moVEmEnt and also thE London stock 

cnrkEt today was vtry strong, nEvErthElEss skEpticism ia 

still thE ordEr of thE day. 

ThE E~ch;n3E onrkEt continuEs relativEly inactive . 

JO!INSON 

KLP :'ir:IC 

, 

\.. 
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June 30, 1938. 
ll: 5l A. ll • 

!I.!.I . Jr: Bello. 

Oper a tor : ur . Banes. 

R.tJ . Jr: Yeah. 

Operator: Go ahead . 

H.U.Jr : Bello. 

John Hanes: Bello, llr. Secretary? 

R.!i . Jr: Talking. 

II: 

R. IJ. Jr: 

II : 

R. I4.Jr: 

R: 

R. M •. Tr: 

II: 

R.U.Jr: 

John Banes . Could I come over to see you? 

Ah - now? 

Well - ah - the reason I say now is because 
I'm - I ' m- I ' m just - we•re just running 
between meetings here. 

Oh. 

So, H' you•re not busy I'd like to see you as 
soon as I can. 

Well, could you come right over'l 

Right this minute. 

O. K. 

391 
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GROUP UEETilfG June )0, 19)8. 
9:)0 A. 1(. 

Present: 

H. 'l.Jr: 

J.lcReynolds : 

H.JI.Jr: 

Bell : 

H.!.!.Jr: 

Bell: 

H.IJ .Jr: 

Klotz: 

( H, !.l, Jr: 

Jlr. Oliphant 
llr. Gaston 
llr . Baas 
llr . Wbite 
llr . Upham 
l(r. Lochhead 
Jlr . Gibbons 
Jlr . Bell 
Jlr. llcReynolds 
Jlrs. IO.otz · 

llac, you'd better get Ed Kilby or Broughton on 
the part of the building they have under their 
jurisdiction. 

See, Ball doesn't have jurisdiction on that. 

Go out side and get a party organized and have 
them waiting for me at t en o' clock and we 'll go 
over there and do it. Have them ready. I•ve got 
a half hour between ten and ten thirty . You 
just go up stairs and see t he people working 
under the conditions they ar e, on t he floor above 
where we are, and then the people talk about 
labor unions . I'd join a labor union too. 
They've got a room up there, to that first place 
(indica ting) and back, with one window 1n it 
and &even people. I'd join the most radical 
labor un1on I could, a.nd I'd demand • •• • • 

Did you see the vault? 

I saw plenty. 

That's all mine; my office. 

I 'd join the most radical labor union I could d 
and say, "I'm entitled to fresh air · " Tha Unite 
Sbates Government should take care of it. 

Who started this thing? 

Bell. 

392 
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lfhi te : 

H.!o!.Jr : 

Oli;>hant: 

H."!.Jr: 

Oliphant : 

H. ll.Jr: 

Gaston: 

H.IJ.Jr: 

Gaston: 

H.ll .Jr: 

Gaston: 

H.r.t . Jr: 

Gaston: 

Gibbons : 

H.l~. Jr: 

- 2 -

How'd you happen to go up there? 

I •ve al.ways said that any Government employee in 
my office could come in and apeak to me. A 
young lady CB!De in and reported this, and I went 
up there and saw it. I •ve always assured them 
there wouldn't be any jumping on their necks. 

Professor Oliphant. 

A short meeting of t hat group at ten o'clock. 

Like our conversation yesterday, I think it's 
rather amusing - Pearson and Allen - the ..-ords 
they put in Bob Jackson's mouth on what he pro­
poses t o do with taxation. 

I didn't see it. 

Take a look a t it today. 

(Nods to Mr . Gaston. ) 

JSJ 

I haven't anything except if you should want to 
use some words on the corner stone. (Hands H.Y.Jr. 
paper . ) 

o. K. I'll read it l at er on. Got the champag.ne? 

That's going to be fixed . Mrs . Luke Wilson is 
going to entertain a.fter the corner stone laying. 

flbo is !.Irs . Luke Wilson? 

She is the lady who gave t he land . 

I still say, who is she? 

I don't know anything about it except she ' s still 
got land. 

The land was all under water. 

(Speaks aside to Mrs . Klotz. ) 

Anything else, )(r, Oliphant? 

lfo . 
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B.ld .Jr: 

Gaston: 

H. IJ . Jr: 

Haas : 

H.M.J r : 

Haas : 

H.:J . Jr : 

Baas: 

H.M.Jxfl 

Anything else? 

No, nothing else. 

All right . 

- 3-

I signed those let ters yesterday 
are a.ll right. And, incidentall . I hope they 
sake, before he comes over f 1Y, for heaven' s 
a letter to send over to Ecc~~s unchi get me up 
what we've done Sa "D .' exp aining 
be inter ested 1; seelng :Bfe~~i~e~ You will 
~ver to the President, explaining wha~ew!~~! 
l~~~·ov::y~~.~ou'd like to have your own staff 

"Your own staff ... n -I didn't get that part 
of it. 

Have them all look it over . 

(Telephone . ) Hello. I 1m at a staff conference. 

(Mr . Gaston hands H.U.Jr. slip of paper which he 
reads. ) 

That last figure, ur . SecretarY, on steel ... .. 
Just a moment. What did you say . 

::t94 

That last figure on steel included two days of 
that stock market rise and it was Just preceding 
the announcement of the price cut, and it simply 
developed - t be steel - I don' t know what effect 
it might have on new orders temporarily. Ea-::h 
day you hear a new announcement that t he differential 
on Cleveland is t aking off 1 and so on. That 
mi ght hold that situation up temporarily. 

(Mr. McReynolds returns.) 

It's a great advantage to the automobile companies, 
but they are doing the buying now and as a basis 
of what they pay now, will depend on what the 
price of the aut omobiles will be this fall. If 
t he automobile people can cut their pr i ces - i .f 
it's only fifteen dollars - they can cut their 
prices and get out a new model , ani 1 t will uke 
all the difference i .n the world. 

' 
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!laBS ! 

H.M.Jr: 

Baa~ : 

R .:.~. Jr: 

Haas : 

H.M.Jr: 

l'lhite: 

H.ll! .Jr: 

Haas : 

H. !A.Jr: 

Raas : 

H. !.I .Jr: 

- 4-

The parts companies have already dropped t heir 
prices . 

I have also noticed they have dropped the price 
on cement too. For an automobile fellow to know 
he can buy his sheet steel and all the rest or 
the stuff now on the market, if they could cut 
t he price of automobiles fifteen dollars it 
just makes a difference. ' 

Oh yes , that cures that price dilemma, you know. 

I have a few old things that sometime you may · 
want to clean up before you co on your vacation. 

All right. I ' ve got tr.o weeks yet. " •• 

395 

Some other things I want to give to !.liss Chauncey; 
she brought in some letters for Barry and me to 
look over . I think I ' ll give them to her . 

All right. 

In that connection, George, didn't last year when 
the aut omobile people were down here, remember 
when you asked them wny they didn't cut the 
price of automobiles? They said they couldn't 
cut the price of automobiles so long as steel 
was up. That is the answer they gave. 

Well Plymouth comes out in September w1 th their 
new ~odel - earlier than - they are the first 
ones - and I don' t suppose they make up their 
minds for the price until around the first or 
September. They wait unti l the last minute. 

The trade reports are already mentioning the 
fact that the price of automobiles is going to 
be cut. 
In the race of that Ford is going up, and rail­
roads are going up. 

If that acts as a forecaster, the seasonable 
thing is down some. 

(From news clipping. ) "Kennedy declares business 

is better. " 

• 
• 
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Oliphant: 

Gaston: 

n .t.~. Jr: 

Gaston: 

R.M.Jr: 

Haas : 

H.l.t. Jr : 

Gibbons: 

B.l.( .Jr: 

Lochhead : 

H.U.Jr: 

Oliphant: 

R .~.Jr: 

Oliphant: 

Lochhead: 

Upham: 

Oliphant: 

39S 
- 5 -

That makes it all right. 

He denied he caused the stock mo.rket rise on his 
optimistic statement on his arrival. 

He also said that it was an Wlllitigated lle t hat 
he was a number one whiskey salesman. 

Yes . 

What else , George? 

That ' s all . 

(Nods to Yr. Gibbons.) 

See you at eleven o'clock? 

Well , that's off. Waesche is going to New York. 
He wants to talk airplanes wi~h Boeing t omorrow. 

(Nods to Mr. Lochhead. ) 

I •ve just had a last talk, and unfortunately, 
they have had very heavy fog for three days. 
I don't expect it in before Saturday afternoon. 
They are pushing it a s hard as they can . 

Bet you Franco has got a couple of fellows down 
there in t he boi l er room. 

Vlbat•s that? 

I'll bet Franco haS a couple fellows down in 
the boiler room. 

Pouring water in the boiler. It couldn't arrive 
at a much worse time. 

The stock market opened on a very heavy volUJDe 
on the up side. That's all. 

Cy . 

(Hanqs H.M. Jr. incoming letter.) 

That window still open? 
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fi,U.Jr: 

!laBS : 

a.M.Jr : 

Upham: 

H.:4. Jr : 

notz : 

Upham: 

H.:J.Jr: 

Bell: 

H . ~~ . Jr: 

17hite: 

!l.:J . Jr : 

17hite: 

H .~.~ .Jr: 

l'i'u t e : 

Oliphant: 

- 6 -

Yeah. 

For t he shorts? 

(Looks at letter,) 
answer i t for me? 

It's to me . 

Bob HAnes . o. K. 
Oh, that's t o you. 

Will you 

(To J.lrs . Klotz:) You check with Cy who ' s com1118 
for lunch. 

Yes . I invited two and he i nvi t ed five . 

Seven besides the Secreta.ry. 

397 

We are having the heads of t hese bank exazdning 
agencie s in for lunch, Just to make sure t hat 
t he team is still playing, and noll t hat they've 
got the regulations, they ar e goi ng t o car ry t hem 
out i n the proper spirit . 

( Nods to Mr . Bell.) 

I •ve got two letters for si gnature - just u~ual 
authorizations to audit t he st abilizati on fund, 

I t ake i t t hat you ~re sendi ng copies of t he 
quarterlY report to t he peopl e abroad. 

Yes . They go to t hem. 

Aoything els e? 

Wi th respect to tha t stabilization fund , Archie 
and I feel if you are going to make any comcitt­
ments at all i t ought to be r educed - just 
three items. 

I'd be glad to go over thot with you. 

You•re not going to do anyth.Ln& on t ha t ? 

It's all clear on t he legal s ide . 
over your name, with t he approval 
President. 

It Ylill be 
of t he 
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lfhite: 

H.U. Jr: 

mute: 

H.U.Jr: 

White: 

H. I.I . Jr: 

White: 

Bell: 

H. IJ . Jr: 

Bell: 

- 7 -
• 

Except that U it' s dono With the approval 
or the President, it might appear as though it's 
a replica of or acco~panying an audit you have 
to make each year, and since it' s our t hought 
i t ought to be done just as fairly as possible 
i t ought to be in t he form or a release. The ' 
audit has to be in a good deal more detail 
doesn' t it, Herman? ' 

What three would you have? 

What the fund started with. What the net 
operating profit is . What there is now -
over the whole period . It you insist I think 
it's better to avoid that. 1 

398 

No , I - what we sta.rted with - two b1ll1on dollars, 
and the fund now is worth two billion dollars 
and so much, and then an inventory that we have •• •• • 

I would feel very strongly against t hat , Ur. 
Secretary, for these reasons: If you have an 
inventory you have to indicate whether it ' s in 
gol d , foreign exchsnge , or cash assets . If you 
call it cash assets you don' t have to do that. 

Vlell1 the simplest way, Harry, is to start •:1 th 
the least - the minimum - and then 1f it takes -
well , why don't you say this, or that? Well, 
if the pressure is enough ~e can always add a 
little more the next t i me. I think that would 
be enough. 

or course, it' s all right over a four-year period, 
but if you have it over a period of one year and 
hsve to indicate how much exchange assets you 
have . 

After all the ad.min1strat1ve expenses have been 
very s~alL It shows you operating four years o.t 
a ridiculously low sum, which is very good at 
this time . 

Dan . 

Mr . Str aus apparently would like to get s~me 
answer to t his letter befor~~:~~ =~~· untiT 
know, I asked you 1f you wo 
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R .. t. Jr: 

Bell: 

R.:J.J'r: 

Bell: 

H.H.Jr: 

Bell: 

H. I.! .. Tr: 

- 8 -

Taylor got back. 
handle it, if you 
a letter for your 

I think ltr. Poley and I could 
authorize us , We ' ll orepare 
signature. · 

I don ' t see how you can shade that legal r uling . 

It isn' t ~o much a l egal ruling. Their kick 
i s , two months ago you said two and a half 
per cent is the going rate. Now you come out 
with a bond i ssue at two and three-quarters 
per cent . 

Wey should we consult them. 

He contended that it is not a compliance with 
the spirit or the law. 

You f ix the letter . 

We ought to have a conference, to satisfy t hem. 

Mac? 

McReynolds: I ' m saving mine for the space trip. 

H.U.Jr: You are, are you? 

Gibbons : Are you going up to the corner stone l aying? 

H .. (.Jr: Which one? 

Gibbons : Today, isn't the President l aying the corner 
stone? 

B. !J. Jr: 

:.!cReynolds : 

H.M.Jr: 

I am not. I have grave responsibilities here. 

I thought you were going to lay the corner stone 
today. 

We have our own corner stone - PUblic Health. 

Ill t Y right now, I'd like to talk 
Den, i.f you s a 
to you, pl ease. 

3S9 

• 
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T REASURY DEPARTMENT 400 

INnlt OP'I'ICa COWWUNICATION 

•••• June JO, 19.38 

TO Secretar,y Moraenthau 

Herman Oliphant 

For your intoraati on -

There we.e a 11eeting in Lubin• a of tic. this 110rning a t 10 o• clock 
attended by Lubin, Labor; .&rnol.d, J118tice ; Patterson, Co-ree· Fergw,o~ 
Federal Trade Co-.iasion; Peoples and ~~rselt. ' ' 

Thurloan and Douglas bad diecuaeed with O' llahouer points which I 
told JOU Jeaterdq n re COY~ 'qy the ~~eating at Arnold• a hcuae, and 
this 110rniJ'I&1 e Matin& was to report the result s or that schedule. 

O'll&honq &&reed on all pointe e:rcept ha had a IIAll fr011 hie own 
State whoa he wanted aa Elrecutive Secretarn he objected to Henderson 
haYing the title of Ezecutive Secretar,y and wanted ·to appoint John D. 
Clerk of hie State to eo11e illportent poet in the etu:IJ. 

It waa agreed that Arnold and Patterson would eeo O'llahoney again 
tc insist that 0 111&honq1 e firet political a ppointee act ae a personal 
assistant to O'll&honq, and that Henderson should baoe a title enabling 
biJo effectively to coordinate the research. It wae recelled that John D. 
Clerk had written a hitter letter to tbe President wben be did Dot get 
an appointllent to an illportaot poet in the AdaiDietretion, and had sub­
sequent]¥ attacked the Acla1nistration, particularl,y on account ot the 
oU r roeecutiooa . 

The Metinl of the full eo-ittee baa been celled for 2 o ' clock 
tclaorrow, and I oeritied with the group ~~eating this 80rning that i t ne 
ill right for Peoples to attend., regardleu or the f act that the reeolu.­
tion creatin& the CoMit tee provides •such repreeeotetin JJII;T deeignate an 

"'"'"'" .. '" ...... t~ ... - ... ........... 4~.· 

....:---o 

• 
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fune 30, 1938 { ; 

_. 

' !)l ' ' ~ 
Mee ting or Execu tive Pepresat~t&tives 
or Alltimonopc}Jr Committee 

A confidMtial meeting of t he Executive J<epreeent&tives ~.,.5 held 1n 
office of t he Departll>ent of Labor RepresMtativo !Ar . Lubin at 10•00 1 ~e 
t.hio ..,orning, adj ourning at 11: 30 1. u. ' ' ' · · 

Present : From Ju s tice 
Fr011 Coo:merce 
Fro:o Labor 
Fro:a Federal Trade 
Fr011 Treasury • 

Fro;!! $ . E.C. 

Thurcan 11. Arnold 
R. C. Patt.erson 
I. Lubin 
G. S. l'llr;;eson 
H. Ollp!latl t and 
C. J . Peopl es 
None 

T.10 purpose of t he a:eeting was to r eceive an 1ntora:al repor t ot the 
re.ults or the l uncheon ••eeting l!ednesciay , June ::9th, with u . Arnold , ,;,r, 

lla'J.lt.S aud Senator o• IJahoney • 

..u • Arnold s tnted that t he Sene. tor was agreeable to tbe Chair:r.ausl!ip 
""'d vru lous o ther IIIAtters discussed the night befot•e •lith reg&l'd to Public 
Sto.tc .. ents , loi t ne ases, Publici t;y , Space at1d St&!'£ . 

Seaa t or 0 1fJabooey desires t hat a 1.\r . I!Looer ol' Che;e .. ue be desig::st.ed 
•s Asa.o.ata.•t to the Chail'...wl , and while agrea inll t o the selaction of Leon 
:Ic .. c"son, ho thoujlbt that the desigMtion of the latter as Execut ive S..cre-

t.o.ry should be chanq;ed. · 

'l"no. e present at tile .. eeting wer e or the opini on t r.at " " the Executive 
::.Octutaly would b e in e f fect tbe Genercl. JOanager of t be Co..Att.ee it u s vital 
to ineist on his du ties as such, rlt b such t i tle as E>.eC'Jtive S..cr etar; or 

~.inistrAUve Secr etary or possib}Jr c.s Coot'<iin4tor . 

As t o 1o1r . HL.ber , t he zeeting t bou.obt that 1111 ~ffort shoul.n bo aae to 
.>ave hilll designated as Personal Aasi5te.l•t to t he Per """''t Chair..:411 · 

iJI . Arnold end ,..,. , Patt erson " er e to have a fUl t.l.er interview •itb Se ... tor 

0 ' ..uhouey at 2 : 30 P. 1.1. todaY· 

Seuatot· o •Nahoney also tbou~t it would be well to tai<e on a MI' · John D. 

Clark, but t he executive melllbers objected to this i nliS • uob. t"';,.::.\b;:! .. ::en ~d 
critic of the t dJAiAiatration, is the author of a bOok t Ant ;abl: t o ti'e' exccu­
is ~ore or leas mono pol)' aindad . Therefore he n o no agr 

tive oeabere , al 8 be desigcated .. i th pcur to 
llr. Arnold SUt!&e&ted that t'I'O of !iCi p&:~ of •h<* .ou.l.o be ,.vcJ.laol o in 

i;;~ue subpoe•oae either Joint~· or aepar::•~• Tho f iat a eetlni of the •hole 
~•!iiu)Cton a t all tiMS· '[his as oaf.:~b ..,;. of fi: e, se .. ate Office Buil,d!.og, 

•o•~Htee i a to be belo in Senator - on-. 
~OOll 221. , at 2 : 00 p, 11 . Ju.l¥ first. ~{.7:--z ?- .-/ 
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To: 

From: 

June 30, 193g 

The Secret~ 

11188 Lon1gan 

Attached are two tables ahortng cons~ 

t1on or surplus commodities in the ntstrict or 

Columbia 

1. Total poundage and estimated value, 

June, 1935 through June , 193g 

2 . Sepa.rate food items January, 193g 

through June, 193g 

402 
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IIUBPLU8 Oc:.tpDI!IU DIII'l'RIBU!D 
403 

D 'l'HE DiftJUC! or CCUJIIBU 

W! 
lf\lllber Klllllber Pounda per 

ot ot ta~~~1l.yper 
Oommod1t1ee Pound a Pam111ea month 

Januarl Apples 11&.4, 74-j 6,~lg 20.9 
Prunes ( 4r1e4) 32,g6 10, 15 3.1 
Rice 20, lg 10,4-15 2. 0 
Shortening 32,534- 10,4-15 3.1 

February 
316,g05 Apples 10,g32 29.2 

Celer7 1, 18 553 2.9 
Oranges 60,4-14- 5, 250 11. 6 
Potatoee (white) 14-2,24-5 5,696 25. 

~ Apples 4-58,g70 13,7g0 33· l 
Celer7 33. 22 13, 7g0 2. 
L1ma Beans (dried) ~2,361 11,267 2. 9 
Orange a 2 7,002 13,7g0 17. 9 
Potatoes (white) 110,600 13,780 g.o ' 
Rice 21,4-li 11,267 1 .~ 
Shortening 16,16 11, 267 1. 

April 
Apples 333,4-34- 12,54o 26. 6 
Butter 23,323 ~,910 2. 4-

Cabbage 5a·u~ . 5~ 12.1 

Oeleey 5 • 12, 5 4-.J 

Dey Skim W.lk 32,~ ~·g9~ ~·9 
L1ma Beans (dried) 15, 12:~ 

. 2 

Oranges 2~9 · ~66 
20. 7 

Sweet Potatoes 1 2, 7 ~,842 20. 7 
133,2go ,346 21. 0 

White Potatoes 17,098 11,0~ 1 . ~ 
Rice 6,6 9 2. 
Shortening 17 ,09g 

!:!.& Apples ~tresh~ 71,~ 2,4-14- 29. 6 
10,001 3·g 

4p~lea dried u:~97 11,goe 2. 
Bu ter 11,goe 14.1 
Cabbage 1 , 09 !)6.1 

~.~ 885 
Oeleey 47, 9,11-M ~·0 
Dr7 llk1• J(1lk 2 . o 

Jlg,go6 u ,g 29.1 
~e· JII-J,OOO u,goe 
Pota oe1 ('!lb1te) 11,802 3·7 

4J, 717 J.g 
R1oe 13.939 J,717 
8tr1DC BNJll 
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- 2 - 404 
8t!RPLU8 OCIIKODITIJ:8 Dl8'1'RIBUTJ:D 

l lf TBI D18'l'RICT or COLUKBU 

!.2J! 

NUmber NUmber Pounds per 
ot ot ta.m1ly per 

Commoditi es pound a JJ'a.m111ee month 

June -
(Estimated) 

String Beane 3~.717 11,710 3· 3 
Beets (tresh) ~,$1!1 11,710 1·9 
Dried Apples ,!!60 11,710 3·5 
Tomatoes (fresh) 24,~50 11, 710 2.1 
Cabbage st. 01 11,710 5· 0 
Butter 30,543 11,710 2.6 
Potatoes (white) 33~,000 11,710 2!!. !! 
Oranges 1~ • 712 11,710 13. 4 
Rice 2,767 11,710 3·7 
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8URPLU8 COMMODI! I18, DI 8!RIC! OF CC11DIBIJ. 405 
ACtuAL DISTRIBO!IOI, JUliE 1935 - JUIQ! 19,S 

Total Retail Dr7 8k1• Retail Ea• Retail Total 
Food Vallie IUlll:( lbe ) Value (doz) Value Retail 
(lbl) Value 

$ $ - • • 
10~,t1~ 20,983 - - 20,983 
281, 1 ~6,295 1~1 1~ 26,,o9 
308,196 1,639 800 so 1,719 
59,481 1~,870 1,000 100 1~. 970 

229 ,1I5 ~. 969 1,000 100 50,669 
102,5 1 20,512 1,~ 1~ 20,652 

~ss . ~8 7I· Po 19, 600 1,960 19,690 
,, os~ 8 • 17 12, 000 1,200 87,617 
~59 .905 91,981 ~ . 486 ~~ 92, ~30 

412,76~ 82, 5g3 15, 332 1,533 8~,086 

590,32 118,0 5 1111, o65 
265,567 53,113 53,113 

313,147 62,629 62,629 
217, 4711 43,496 ~3.496 

217,107 ~,421 ~~-~.~2~ 

221,911.9 • 390 
II , 390 

356,829 I1,366 I1,366 
300,417 o, oa3 29, 933 2,993 3,076 

261,287 ~, 257 - 10, 7011 3.~12 52.~9 
229, 441 , 11118 3~. 798 10, 439 5 , 327 

137,904 27,581 - - 35. 9011 10,772 ~~~.3~ 
312,9~ 62,590 6,563 656 3,2 

144,589 28,9111 61 ,970 6,197 - ~2·115 
275, 701! 55,142 63,932 6,393 18,197 5.~ ,993 

66~ , 100 143,020 37, 236 3 , 72~ 5,1103 1, 741 138 , IWI~ 

2~ , 278 ~·~6 35,182 3,518 - - 52,77 
2,516 - 86, 9113 

~22,33~ 8 • 7 25,157 12,3118 3,716 117,675 
562,99 112,5t9 13,603 1,360 

7~.n~ 151,9 4 650 65 2~.376 7,303 159.~ 
- - 72, 

3 ,020 72,00 

2~, 145 1Ui,028 
116, 0211 

109,686 
5 .~30 1()9,686 1117,111 
935,5511- 1117,111 - 220, 6111 

1, 01!7, 222 214,1AA l2·~ 4·2U 219,170 
1,072,130 21 ,426 7. .7 200,030 
1,000,150 200,030 
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40S 
TREASURY DEPARTMENT 

I'AOCUMMIHT DIVISION 

WASHINGTON 

~ 

~- 30, 1938 

p!W!D!I 'tO Ill• IIi RI1J!QLJ)Ih 

OD Juu 23, 1938, there aa deliTered to tbe Procure•nt D1T1el 
llr. Hollie a ot tile WorD Procreaa Ad•lDhtn.tlOD Req..U.iU I Oil br 
for tbe tol.loori.D& •teri.ala, allocated to the ataie• on o. 7-32-I>. C. 

wae eatiated would coet appl'Old.aiel.T $12,000,000a l.Dd1cated, wbich it 

le1r Tarlt C1V IW!!Oia 11cMpn ~ 

CeMilt (barrel&) 
S&Dd 
Grt.nl 
StoM 
J.aph&1t 

350,000 
200,000 ,-da. 
100,000 • 
6'10, 000 • 

llax1a1Ja had• 
Ulotted $2,000,000 

500' 000 500 ,ooo '100, 000 
4001000 tou 22~ 1 000 T so0 1 000 'f 
600,000 " 22~,000 'f 5001000 'f 
400,000 " '1001000 'f 500,000 T 
210,000 • 

t4, 000,000 t2,400,000 $3,6o0,000 

Inatructiona were ginn by telephone to eaoh of the state Proour ... nt 
Officer& ~ol•ed to ieaue propoeale 1 diatel.T tor the quaDtitleo of 
matari&la allocated to eaoh atata. '!'he•• propot&le were aned on J- 24, 
with tbe bid openiDC date ••t u J,... 29, tor co10petitin bid•· 

Into~Uon ae reoeind yeeierda.J by lone diet&Dce telepho»e tr,. 
eaoh ot tbe State Proo-t Ottic•r• that bid• had been opened, award• 
Mde, aDd praoticallJ' all ot tile p111'0hU& ordera 18.-..d, a tew re•'"'"' 
to be 18•-..d toda7· Intire t;ranaaction oa.pleted todq. 

ot couraa, no detl.Aite woration haa been receind ae to price• to 
be paid but abetraota ot bide recaind will be torwarded to the Proc-nt 
Dineion by each State ProcareMilt ottic&r jut aa eOOD u theY cao be 
prepe.rad. &onnr, tile State Proour-nt Otticer in Ohio indicated that 
an eroapt1onall7 ta.orable price bad beell quoted oil c ... llt to be u.eed in 
Clnel&Dd41,45 per 'b&rrel, delinred to tha project. 
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:S&l.,ce Sheet 
of the 

UCIWIGI ST.&lliLiz.t.'I'IOII J'tliiD 
u of 

June 30, 1938 • 

.I.SSETS: 

Caeh: 
Treaeurer of the U, s. , Gold , •• 
Treneurer of the U, S,, Checldnt; 

Account , . . . . . . . . . . . 
Federal Reaerve B~ of New York 

Spoc1al Account. • . • • • . • 
Diewroint; Officer•' Balances & 

Advance Aecounto • • • • , . 

Account• Receivable: 
Due from Froneh Cable Company. 

Special-,~to of Sec1y of Treaou.ry -
F~o. Bk. of N.T. : 

$1,800,000 ,000,00 

1,643,849. 25 

100,?65,630.03 

11 .829. 04 

Speci ftl Account No , 1 (Gold) 1,248,862. 370 0 11. (See • 
ochcd.fl) 

Special Account• Noa. 3 & 4 (Storling and franco) • • ••• 

Foreit;n Exchange due from Foreign Banko - Secured Depooi to: 
Cent rl\l B..nk of China 165,000 ,000.00 Yuan ••• 

Gold of roroign Bnnka held with Fed. Roo. Bk. of N. Y. as 
eollate riLl on ExchAnge Depooita: 

Gold of Contral Bnnk of Chinn 1,395,381.168 ozo •• 

lnvoatmento - u. s. TreASury Bonde (See oehodule 12) 

Accrued Interest lleceivnble (See schedule f 2) • 

Commodity Sale• ContrActs, 

Total Aaoeto • • • 

LIABILITIES AND CAfiTAL 

CApi tAl Account • ••• • • . 

Duo to Oontrnl Bnnk of China 

Commodity Sales Cont racte . • 

Liability for Gold of Foreign BMkl hold "" eollr~teral : 
Gold of Central Bnnk of Chinn. • • • • • • • • • 

El\.rninge (See oehedule #2) 
Do tarred Credi to - 1\dd • 

GenoriLl Bxpen1111 - deduct (See 
achedule f3) • • • • • • • • 

. . . 

. . . 

~10 , 235, 737,45 
310 , 250.56 

10 ,545o988o01 

671 ,540.03 

Totftl LiabilitiOI and Capital. ' ' ' ' 
. . . . . 

~0 7 

$1, 902,421;308. 32 

5 ,007.34 

43;701 , 226. 28 
100, 331. 51 

48,487,!i00.00 
' 

48,838,340.89 

15,107,637. 53 

52,042, 78 

2,651 . 00 

,$2 ,058,716,045. 65 

.$2,ooo,ooo,ooo.oo 

605,78 

2 ,651.00 

48 ,838,340. 89 

9.874 .tt?. 98 

,$2,058, 716 ,046.65 
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Schedule #l 
AttachDent to Exch&nce Stablll•atlon 

l'und Balance Sheet 
ot 

June 3), 1938 

Speclcll Account fl - Gold 
' 

408 

Schedule ahowing location of Gold held by and for account of the Ex-
change Stabilization Fund . 

Gold held 'by 

Bank of Encland , Account A 
Federal Reaerve Bank , New York • 
u. s. Aaaay Office , N, Y. (Hel d 

ln aatekeeplnc) • • 

Total • • •• 

Schedule #2 

38,941 .816 
47,4$>. 817 

1,162, 459. 737 

1 , 248 ,862. 370 

Doll an 

1 ,354,006. 95 
1 ,661,128. 59 

40 ,686,090.74 

43,701 , 226.28 

Schedule ohowin,; tota l earnlnga of the Exchange Stabilization Fund 
from January 31 , 1934 to June 3), 1938 . 

Source 

Profitt on French Franc Transection• 
Profita on Gold Bullion •• • • •• • 
Profits on handling charges on gold. 
Profl ta on Silver Transactions• • • • • • • • • • • • 
Proflta on aale of silver bullion to Treaaury (nationalized) . 

Proflta on lnvea t oenta • 
lnt ereat on lnveatment s • ••••• · 
Mlace11aneoua P.roflta •• • •• • • • 
lnteru t earned on Foreign Blllaneea. 
lntereat earned on Chinese Yuan. 

Defe rred Credih 

Totnl. 

Pollan 

352, 014,24 
711 ,099. 88 

1 ,772,273.12 
105,371. 27 

3,473,362,29 
491,208.70 

2,866 , 8118 . 37 
410 .44 

56,740. 83 
406,368. 31 

10 , 235 ,737. 45 
310, 250.56 

10,545,988 .01 

Of U. s. 'l'reaaury Banda held by the Exeh&nge 
Schedule showing Claaooa 

I nvea t mon ta i 

Stabi1lzet lon Fund. 

2-7/ef. u. s. Tre&aury 
banda of 1955-60 • • 

2-1/2'/. u. s. Treaaurf 
banda ot 1949-53 • • 

Ave rage. rnto :nt 
which bonda 

FAee Vf1ut Prlncipol Coat 

Accrued 
lptereat _m!W!...llhllle..,.lsiil---

000 000 $ 5,026,562.50$41 ,796.88 
$ 5 , • 

10,081 ,075,03 10, 245.90 

$15 ,107 ,63" .53 $52,042 • 78 

100. 5313 

100. 8108 

' 
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Sche4ule IG 
~1D1atrat1ve lxpe~>tet of the lltcba~~p 
StabUtsaUon l'und fro• Jamli\J')' 31, 1934 

t o June 30, 1938, 

Total 

Snlartee , •• • • 1.13?9 ,961 . 67 

Tra•a1 , • • • 

SUb ate ta1>ce . 18,509.14 

Te1ephofte 6l>d Telegraph, • • 171 ,622, 29 

Stationery, etc • •• • • 11, 232. 67 

All other • ••• 58 ,428 . 46 

total • • . . . . . . . . . . . . $671,540.03 
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June :50, 19~ 

Mr . Morgenthau had for luncheon Mr . Diggs , Mr. Eccl es , 

Mr. Ransom, Mr. Jones 1 Mr . Crowley, lolr. Gaston e.nd Mr . Upham , 

Mr. Morgenthau inquired of Messrs . Di ggs, Eccles and 

Crowley what they were doing to put into effect the agree­

ment which had recently been reached with respect to bank 

examination practices . Mr. Di ggs explained that the pres s 

release containing the agreement and the revised regulation 

had been aent out to the ch ief examiners and that instruc-

tiona were being prepared to be sent to examiners , and it 

was hoped that they would go out ~ery shortly and probably 

be in full operation by the 15th of July. Mr. Morgenthau 

inquired if t he agreement was going into effect as of the 

let of July, and )dr . Diggs replied t ha t it was, explaining 

t ha t t his is the vacation period for bank examiners e.nd 

that the majority are now on vacations and t hat few exam­

ina tions are in process. 

Kr , Eccles and l!r . Crowley confirmed that they were 

working together and with the Office of the Comptroller 1n 

devising interpretative instructi ons for the examiners in 

the field. Mr. Crowley explained that hia office waa 

410 
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• 
- 2 -

working very closely with the stote bank supervisors and 

that everything would be arranged shortly. He expresaed 

some feeling that the agreement put the FDIC on somet hing 

or a spot 1n that they would have sCilla difficulty 1n 

cleaning up banks that ought to be cleaned up. 

Mr. Morgentbau asked 1f now that the agreement waa 

a week old, anyone bad any se rious criticism of it or 1f 

an;y "bugs" had been discovered in it; i n short, 1t an;y 

mistakes had been made tha t ought t o bo corrected. 

Mr. Eccles expressed his satisfaction with the agree­

ment and his feeling thot it will be very helpful to the 

who~ economic and recovery picture and tbot it represents 

a step 1n the right direction . 

~r . Diggs said that be believed it ought to be given 

a fair trial and that be saw nothing which could not be 

worked out 1t administered 1n the r1.gbt spirit. 

llr. Crowley read a memorandum which he bad brought 

with him which be regarded as interpretative of the agree­

ment and tried to get those present to agree that hia 

i nterpretati on was correct under the agreement . Tbie 

411 
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brought on some discussion or the two philosophies or 

(1) bank examination as a tactual accounting protection 

or depos i tors ; and (2) bahk examination as an added 

(or at least not a hindrance) to economic recovery and 

prosperitr. 

Wr. Di ggs mentioned the situation or the bank 1n 

Homestead, Pennsrlvania, as one ot the problema racing 

his ottioe, and Ur. Yorgenthau was inclined to the view 

that it ther onlr round one bank so tar, the agreement 

was even better than he thought it was. 

Mr. Crowley expressed the view with some vigor, and 

it appeared that Mr. Jones was in complete agreement with 

him and Mr. Eccles more or lese so, that supervision or 

bad banks where there was interior management or concen-

tration i n poor loans and poor securities would have to 

continue to be vigilant even under the agreement . Nr. 

Jones especially expressed the view that whe re there was 

an impairment or ca9ital , the "screws" should be 9ut on 

to compel the restoration or cap ital e i ther by local sub­

scription or through subscription by the RFC. 

At 2:10 p.m. Mr. Morgenthau lett and the rest or the 

group carried on the discussion tor another halt hour. 

412 
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June 30, 1938 

In laying the cornerstone or this new home 

!or the National Institute o! Health we mark another 

important step in a gr eat program ot serving real 

human needs in our land . These buildings will be 

a untt in a greater structure ot organization and 

service . That greater structure has been reared 

by the unsel!tsh energy ot our pioneers 1n the 

conti nuing war agatnst disease aRe -&heiP weP4ifl&' 

stteeeeeot e eof, eed:&Y•• I am happy to have been 

permitted to have a .emU part in this great work 

and especially to have had the opportunity to join 

the Postmaster General tn allocating !unds with 

which to rear these structures on the site made 

available throug,h the generosity ot lLr. and JLrs . 

413 

Luke I . Wilson. VIe are ma.klng here a sound investment 

ot public !unds tn an enterprise certain to return 

dividends to the people in the !orm ot new contributtons 

to more healthful and happier livtng . 
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