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Operator: 

R. tt . Jr: 

Oper a t or : 

Roswell 
Magill: 

H, N, J r: 

1&: 

R.U. Jr: 

ll: 

H. ld. Jr : 

Ll: 

R.M.Jr: 

!( : 

H. U.Jr: 

1.1 : 

H. ll . J r : 

14: 

H. M,Jr : 

1.1: 

.. 

Dr. llagill. 

Thanks. Hello. 

Go ahead . 

Hello. 

Ros. 

Good morning, Henry. 

Where are you? 

JUly 1, 1938. 
9 : 20 A • .li. 

I'm up in Ca 1 - ah - in Bethel, Llaine. 

Good , Got your family with you? 

Got t he whole family with me. Vle•re taking Kitty 
to camp, and ah -

Uh huh. 

We 1re just about to take her down this morning. 

Well the r eason I'm calling you is this. I'm 
swearing in Hanes this afternoon a t two thirty. 

Yeah. 

And he says t hey 're kidding him about being a 
female Josephine Roche. 

(Laughs . ) 

And - ah - would i t be all right to say - ah -
that when you retired he would take over Internal 
Revenue - and I didn•t want to do i t without 
talking to you, 

Well, I think that - ah - it - it - it' s Just up 
to you. I presume that as far as r etiring is 
concerned, I ' ll be doing it in probably a couple 
months, won't I? 

• 
1 
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H. ll.Jr: 

14: 

H.I!.Jr: 

M: 

H.Ji . Jr: 

Ill: 

ll : 

H. M. Jr: 

M: 

H. !J. Jr: 

!i: 

H.M.Jr: 

!i: 

H.M.Jr: 

il: 

H.J.f . Jr: 

- " -
Well, I don•t !mow. He looked it up - he looked 
up the Columbia catalog and he ' s f ound that 
you're announced as teaching this fall. 

That ' s right. 

So he said, mwny is t her e any mystery about it?" 

Yeah. Well , I don ' t think ther e is, as fa.r as 
the papers are concerned . 

Yeah. 

Of course, - ah - as you know, I haven't yet 
resigned . How does that come in? 

Well I don' t know - I silllply think - ah - 1n 
order to make - ~h - I think when you come back -
ah - I don1 t t hink you have to say anything until 
you do resign. I •d simply •• •• 

I wouldn' t think so. 

I'd simply say t hat you're going back to Columbia 
and when you do - ah- he 1l l take over Internal 
Revenue. 

Ah - I don•t see any objection to that. Ah - why 
don't you say it? 

All r ight . 

I'd r ather have you say it than have him saying 
it. 

Oh no l He won' t say it. No, no, no, no. No, 
I'll say it . 

I think that'd be better . 

Oh no. No, I wouldn ' t have h1m s ay it for the 
world. 

Yeah. 

No. I•m silllply saying that - ah - you expect to 
r eturn to Columbia to teach and when you do, why, 
ah, lir. - ah - Hanes will take over; and in the 
meantillle he ' s goi ng t o learn the business, 

, 

2 
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W: 

H.M. Jr: 

M: 

H. U. Jr: 

M: 

H. l.l . J r: 

1.1: 

H. l.I.Jr: 

M: 

H. 1J.Jr: 

ll: 

H.U.Jr: 

l.l: 

H. ll , Jr: 

M: 

H.ll. Jr: 

M: 

H,Ji. Jr: 

- J -

I think that ' s all right . The - ah- ab- I 
don ' t see that that does aDf harm, because, o! 
course, t hei'e' s been so much stories - so ma.n;y 
s tories going around a nyway. 

That ' s right . 

It might be just as well to have it said 
off'icially. 

I think so - ratner than - otherwise, he ' ll be 
saying it . 

Yeah. 

Yeah. 

I ' ll - it - ah- I can' t see an;y harm 1n it at 
all. It - ah - it conceivably will weaken ~ 
position a little in the next two months, but I 
don't think that makes much difference . 

Well , ah - we ••• •• 

Because it's generally known I ' m goi ng anyway, 

Yeah. 

Ah, when do you expect to go yourself, Henry. 

On the fifteenth . 

On - you - you' r e pretty - is that worked out 
all right? 

Definitely. 

That's good . 

If you have any feeling about it, say so, 

No, I don' t see t hat it makes an;y differ ence. 
The thi.ng-- ah - as a matter of fact, I think 
as things have gone, it might be somewhat better 
to have an official anncam• e than to have it 
just being sparred ar ound as i t bas been. 

All right. 

3 

\ 
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1.1 : 

H. J.I .Jr: 

tl : 

H. l.I .Jr: 

U: 

H. ll. Jr : 

!A: 

H. li. J r: 

!A: 

H.!l.Jr: 

!i: 

H.!4. Jr : 

~{: 

H.U.Jr: 

It: 

B.ll . Jr: 

lJ: 

H.ll .Jr: 

• 

- 4 -

Don't you? 

Yeah; I tiUnk so. I wouldnt t call you up 
unless I t hought it was all right . 

Yeah, I think that ' s the best thing to do. 

How are you feeling? 

I ' m feeling very well . We've - ah - wetve, of 
course, had this rainy weather all the time, but -
ah - an- I've had r eally a very good rest. I 
haven't - ah - called you up because I didn't 
want to bother you. I knew you had enough to do 
a ny way. 

Tlell, I didn' t call you because I - I wanted you 
to have a good time. 

I t hoUGht your speech was excellent. 

You liked it. 

I liked it very much. I think - ah - I think you -
you get t he blue ribbon on the commencement speeches 
t his year . 

I get what? 

I think you get t he blue ribbon on the co:nmencement 
speeches this year . 

Thank you. 

I thought it was excellent . Did you enjoy the 
party? 

Ve.ry much. 

That ' s good . 

As a matter of fact ••• • 

I 1d like to see you again - I thought I ' d come 
down t he night of the firth, if that ' s all right. 

P'ine . 

4 
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H.!.I. Jr: 

lol : 

R.li.Jr : 

W: 

R.!l.Jr : 

W: 

H.U.Jr: 

1(: 

R. l4 . Jr: 

!.1 : 

H. l.l.Jr: 

Y: 

H.ll. Jr: 

M: 

- 5 -

And I ' ll see you then early on the sixth. 

As a matter of fact , I haven't seen a~ really 
good commencement speeches , (laughs) besides 
mine . 

(Laughs) I don't think there were arq. 

Have you? 

No, I haven' t . 

I haven' t . 

No, I - I - it was the - it was the same old bunk 
everywhere else. 

I - well , I haven't seen a~ that stood out - that 
stuck out. 

I - I think you - I think you easily get the first 
prize . 

Thank you so much. 

Ah ha. Well, I saw your son's college yester day -
it looked very pleasant. 

Good . 

Well, I'll see you on the sixth. 

Fine. 

Bye . 

5 
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H. U. Jr: 

Operator: 

H. ll. Jr : 

Oper ator: 

Hello. 

J uly 1, 1938. 
9:26 A. K. 

Governor Harrison is out of his office, and 
Dr . Burgess is not there. I have Mr . Matteson. 

All right. 

All right . Go ahead. 

H.M • .Tr: Hello. 

Mr. ¥atteson: Hello. 

H.!l.Jr: ¥atteson. 

ll: Good morni.ng, sir . 

H.M.Jr: 

M: 

H.M.Jr : 

1.! : 

H. Ll.Jr: 

U: 

H.li. Jr: 

1.!: 

H.M.Jr: 

IJ: 

H.U. Jr: 

)(: 

Good morning . Ah - 14r . Jesse Jones has just been 
in. 

Yes . 

And he thinks he may want to borrow some money 
now. 

Yes sir. 

On - ah - some notes . 

Yes sir. 

And he's talking about borrowing between two hundred 
a nd fifty and five hundred million dollars . 

Yeah. 

Now - ah - the suggestion I made to him is that 
if he ' s going to do that, he borrow a hundred 
million for one year, a hundred for two, three, 
four , and five - see? 

Yeah. 

Hello. 

Yes sir . 

s 
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B. M.Jr: 

1(: 

H.!i.Jr: 

K: 

H.ll. Jr: 

K: 

' H.M. Jr: 

1.1: 

H.M.Jr: 

!.1 : 

H,M, Jr: 

H.M.Jr: 

Ill: 

H.W,Jr: 

K: 

H.!i.Jr: 

V: 

B.M. Jr: 

I(; 

- 2 -

Ah- be can't do a discount note. 

Mo. 

Hello. 

I see. 

Ah - of course, which we can. 

Yes sir. 

Or, you cou1d say price them at one and a quarter 
and se.ll them - ah - let r s auction them ott. 

Yes . 

Or, we cou1d do Just the way we do - sell them 
and decide what the price is - sell them at par. 

Yes . 

1 

Ah - I think it might be inter esting to-the idea 
of exploring the possibility ot a - of selling them 
just the way we sell our bills . 

Yes sir. 

See? 

Yean. 

ADd then, ot course, we'd get him the very best 
price. 

Yes. 

Mot to attemp~ to tix the interes t , -you see, that, way 
we'd Just sell them on a discount basis . 

Yeah. 

Mow, I wish that you' d begin to talk about it -
talk to tbe peopl~ in the Street and see how they 
reel about it, a.ull ' tben- ah- w1ll Burgess be 
back Tuesday? 

Yes. 
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H.Al.Jr: 

M; 
H. loi .Jr: 

M: 

H •. \! . Jr: 

!.(: 

B. JJ . Jr: 

1.1 : 

H.LI. J r: 

1.! : 

R. loi . Jr: 

Ll : 

H.!l. Jr : 

Ll : 

H. loi .Jr: 

ll: 

H.M. Jr : 

!.{ : 

B.!l. Jr : 

-

- 3 -

All right. And then - and you - you or Burgess 
give. me a ring •. 

Yes sir. 

Now, we don ' t have • •••• 

Ah - ah - you'd like to have us call you back 
about Tuesday? 

Yeah. Let me know. 

Now, as I under stand it, it will be some where 
between two hundr ed and fifty million and five 
hundred million. 

Yeah. 

or ser i al notes? 

Well I - I•d do -my thought is to do a hundred 
million tor one year, a hundred for two, a hundred 
for three, a hundred for f our , and a hundred for 
five years . 

Yes . 

8 

Or he could do it all f or five years . In other 
words we can do it the way the market wants it, 
but I ' d r a ther do it - ah - divide it up like that -
a hundred tor one year, a hundred for two. 

Yeah. Off hand I - off hand I would favor t hat. 

A hundred for three, a hundred for tour. 

Yeah. 

Date them July fifteenth and offer them on the 
eleventh. 

Yeah. 

See? 

Yes sir. 

Offer them on the elevent h and dat e. them 
fifteenth. 

July 

' 
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14: 

H.M.Jr: 

ll: 

H.M.Jr: 

1(: 

B. IA . Jr: 

ll: 

H.M.Jr: 

lol : 

H.K.Jr: 

1(: 

fl.ll. Jr: 

K: 

B.M.Jr: 

11.: 

H.M,Jr: 

II: 

- 4-
Yes . 
Wb.at do you tb.ink of selling a discount note? 
You know, tb.is is a wholly guaranteed R. F. C. 
note. 

Hmm . Ab. - personally, I - I tb.ink tb.& t it' s -
tb.&t it would b.ave one big advantage in one way, 
tb.at - tb.at we've got a - that we ' ve got a short 
market here •••• 

Yeah • 

••• which is a cock-eyed sort of an affair. 

Yes. 

And - and to put some more notes in tb.&t - in tb.&t 
place where - where there is such a vacuum and all 
that, tbat - that it would be - tb.&t it would be a 
nice thing to do . 

I think so . 

Yep . 

Now, my thought ••• 

Tb.is is - tbat would be - that would be the most 
controlling thing, in my opinion. 

Be doesn' t need the money now, but be wants the 
low interest rate, and I thought if you let the 
people know in the Street that we were thinking 
about tb.is, tb.ey could do a little talking and 
size the thing up and then maybe Tuesday you 
can give me a ring. 

Yes. 

9 

You see, it gives them a chance to think about it. 

Yes. These - tb.is - this would be - ah - the note 
of tbe - of the Reconstruction Finance Corporation. 

Yes - wbicb., as I understand it, i s a wholly guaran­
teed note. 

And ••• • 
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H. AI . Jr: 

!1: 

H.!i.Jr: 

M: 

a. ri . Jr: 

M: 

H.li. Jr: 

U: 

H.M.Jr: 

li: 

H.I~.Jr: 

II : 

H.M.Jr: 

i(: 

H.M.Jr: 

II: 

H.M.Jr: 

1(: 

H.M.Jr: 

ll: 

H.M.Jr: 

Ll: 

l:I.II.Jr: 

-5-

And would be handled • •• 

And 

be offered by the Treasury . 

And fully g u.aranteed. 

Yep. Offered by • • • • 

And would you offer them? 

I would offer them. 

I see. 

·~he Treasury would . 

I see. 

Through - through • • • 

10 

• 
Well, that would - I'm glad that you had wrapped them • 
up that way. l think that tha t would help e great 
deal . 

No, I'd offer them . 

Yes. 

Through 

That would be fine . 

Through - through the Federal Reserve System. 

Yes . And we ' d handle it the same as you do our 
auctions on the - on the Treasury bi lls. 

Yes. 

I think it has advantages. 

Oh yes . 

I don't see any disadvantages off hand . 

If you want any details as to t he tax features or 
anything, call up Dan Bell. 
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Yes. .lll ricbt . 

Call up Dan Bell, will you? 

All rigbt, I 1 ll dqtbat ••• • 

Wbat? 

••• and get tbat end or it, because we'll probablf 
be asked tbat question. 

Well, aeyth1ng you want on tbat, call up Bell . 

All right . Thank you. 

Goodbye. 
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GROUP IIEE'!'IIG July 1, 1938. 
9:30a.m. 

Present: 

a.u. Jr: 

Gaston: 

Gibbons: 

a.ll . Jr: 

Chauncey: 

H.M. Jr: 

11r. Oliphant 
llr. Gaston 
Mr . Baas 
Mr . White 
Mr. Upham 
Mr. Lochhead 
llr. Gibbons 
llr. Bell 
llr. McReynolds 
Kiss Chauncey 

'Good morning • 

.Good morning. 

Good morning. 

Archie, see if those look all right, will you 
please (handing Lochhead some material in envelopes) . 

I had Jones in this morning and we went over his 
interest rates for the next six months. I showed 
him this paper - take this - •• • 

Uh-huh • 

• • • and so he came back and said, why wouldn1 t we 
let him sell his own securities, we refused to let 
him sell his own securities. And I said no, that 
wasn't so, we had suggested that he wait until he 
get his balance sheet cleaned up, whicll he now baa . 
So there is the possibility we may offer 500 aillion 
dollars. Be wanted 500 million, five-year note, -
I'm do~ tbis for the record - and I suggested a 
hundred million for one year, a hundred for two, a 
hundred for three, a hundred for four, a hundred tor 
five. Bell said, possibil ity of selling a discount 
note just like our bill. 

I •ve talked to Matteson and llattes~m says he likes it 
Just for one reasons it would f ill a tremendous 
vacuum . And he says he likes the idea or a discount, 
and he said he ' d get busy and sound the aarket out 
and let us know Tuesday. I said I thought - I wish 
you (Oliphant) would check this - that this thing was 
tax-exempt - whol ly tax-exe.pt, except • ••• 
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lb&t•s richt, 84118 aa Goveraaents . 

But not for surtaxes. 

Surtaxes. 

What? 

Not ~or surtaxes, inheritance. 

I think, BeriiUUl, if :you could have somebody get •• 
out th.is morning a little aemo just what th.e 
Treasur:y-n.F.C. notes are, and then give a copy 
to me and a copy to Bell . And it :you g et it to 
Bell - before one o ' clock or before 12? 

Before 12. 

All right, before 12 o1 clock. If he's not here, 
he 1 s got - who can s end it up, who could forward 
it up to your - to the Federal Reserve? 

I'll do that. 

Whit? 

I•ll do that, 

Well, your office could do that. If it comes in 
after 12, wh.o 1 s up there? 

Kr. Collins will be_there. 

All right. But I th.ink they ought to have that. 

And then, Cy, would :you call up the Federal Reserve 
and tell them what' s in the offing, what we're doiuc? 

You mean 

Eccles . 

You mean here in town? 

Yes, surely . See? And th.e reason that I•• - of 
course, what Jesse ia doing, be's Jocke:yincJ he 
says, •It I get 1f in the aarket, wb;f don't you 
cberge •• lt?• We're jockeTinl for interest 
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rates. I don ' t know whether be really wants to 
sell, but both parties are havins a good time 
and both know what we•re doing . It' s all r ight . 
But it may - and the only rea son that I'm going 
along i s that 1 1m looking forward to • eptember 
and December; it would mea.n we have to ourselves 
borrow 500 million dollars less. Looking forward 
to that 900 million dollar note coming due next 
Karch, see? It's not so dumb. 

But for Heaven' s sakes don' t anybody breathe it, 
and please caution the Federal Reserve over there, 
so that Ted Goldsmith and the rest of them don't 
find out about it. 

Would t hls be about the 15th or July? 

Oh-hun, offer it on Monday the 11th. 

Ted can have it for Saturday a week bulletin, but 
not this one. 

Yes. 

(Laughs) 

Don't forget that Ted will get the announcement or 
the financing just the same whether we give it t o 
h1m or not. 

All r igbt, don't tell the Federal Reserve until 
next Tuesday. Skip it. 

:..uesday. • 

All right, let it go, don' t tell them. The Fed in 
New York- time enough to tell tbem ••• • O.K., Mr •••• 

Yes , yes . 

I don' t want it to leak over the week-end. 

No, but I wasn't speaking about the Federal Reserve . 
l mean that when we give it out to the press • • •• 

Let it go. The bell with it. 
Tuesday, that ' s time enougb. 

Let i t go until 
Oh, as a matter or 
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decency we•ve got to tell them, though. You 
call them up, but caution them. Just as a matter 
ot decency, we ' ve got to tell them. 

Mac, you all ready t or the battle at ten o'clock? 

Yes, sir. That is, the Admiral ' s - I told him to 
be over here with all 

You got your stutt? 

Yes, I've got some statistics. 

All right . 

What time can I see you on this statement? 

You 1 re a nuisance . 

bbout 15 minutes . 

You•re a nuisance . Well , I got Parran 10: )0. I 
got this lawyer coming in to see me at ll, to 
which you (Oliphant) are invited . 

Which one is that? 

He's tlying 
Chauncey' s. 
were you? 

(Nods no) 

from Los Angeles. Friend ot Miss 
You (Chauncey) were.n 1 t in on this, 

Mac and I would l ike to have you - while you're 
looking a t your calendar - talk about Katz, if 
you want to give the answer to ••• 

Well! let ' s see, Mr. Bell spoke first. 11:15, Mr . 
Bell·t 

1'ine. 

And lolr. Oliphant, ll: )O . I'll tell you how we ' ll 
do it. Oliphant can stay behind, so we don't keep 
running in. •a.o. , 11:15; Bell, ll:)O." How' s 
that? Save you walking back and forth, see? 

11:15 • 

• 

' 

Regraded Uclassified



H.Y. Jr: 

IlleR: 

Gaston: 

H.M . Jr: 

Gaston: 

H. M. Jr: 

llcR: 

H. l.! .Jr: 

MeR: 

H. ll .Jr : 

llcR : 

H • .II . Jr: 

llcR: 

H.!d. Jr: 

Bell: 

H.!i.Jr: 

16 

-5-

(On phone) 1'ell tha t tailor I can see him at two. 

2:30, we ' re swearing in Mr ••••• 

Hanes. 

Yes. Want to l et - might as well let the boys 
know, I suppose . 

Right . 

That will be here. 

You got the makings, llac? 

Yes , all ready . 

In the r oom - it's terribly funny - be said, •Gosh, 
I want you to announce what I'm going to do, becaus e 
over t here at S.E.C. t hey call me the 'female 
~osepbine Roche.'" 

(Hearty laughter) 

Tne assumption is that the original wasn't female . 

What? 

That the original wasn' t female . 

I ' m not quite up to that, llac . I~ve got to think 
tba t one over. 

Think it over. 

All right, all right. 

Dan, you're fixed? 

Db-bub. 

Wnile we're talking financing during the summer, I 
wish you (Baas) would have Seltzer and llurpby do me 
a study on the possibilities ot financing this 
Government next - national income per capita bead, 
all that stuff, see, in relation to other countries . 
I mean let• s just take what we - could we do if we 
were pushed to it, and then set t his thing up. I 
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wish that you' d be talking to Dan and White . 
hnd are you going to set this thing up on the 
•svedish" basis, just to take a look a t it 
when I come back? 

I don•t know whether we ' ll - we can do something 
with it. 

Jus t take a look at it. 

ile can't break down our 
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Let ' s take a look at it: What I ' d like is, let's 
take - let's set this t hing up - I mean let ' s take 
a look at the money on the basis of what we have 
given away ~nd what we've got invested in fixed 
assets . 

We nave a memorandum almost all ready on the Swedish 
budget, f or Danny 's information. 

What I 1m going to do is appoint a committee - Dan 
will appoint a representative, because he won ' t 
be here - will you appoint a representative? 

Yes, I will. 

And Whi t e and l:laas. And ! want the three of you 

• 

t o wor k on that thing, see, and have something f or 
me when I c ome b&ek, and bave it readY f or me day 
af t er Labor Day. I mean just exploring t llis th.ing -
I mean we 1 ve always taken the attitude that we're 
terribly a shamed of our deficit, maybe we can sneak 
by, so forth and so on; just as a matter of interest , 
let ' s take a look at it the other way. You remember 
wben I made tllat speecll"in 134, we added everything 
up, we had a profit? Remember? 

Uh-hull. 

What? 

Uh-hull. 

Look at that speech I made in 134 on t he debt. We 
did it that •• • • 

It can still be done. 

Regraded Uclassified



White : 

H.!l.J'r: 

Bell: 

White: 

H • .lt . J'r: 

Haas : 

H. ll . Jr: 

Haas: 

H.M.Jr: 

Bell : 

a . U.Jr: 

Bell: 

H.ili . Jr: 

'Hhi te: 

H. U. Jr: 

White : 

-7-

~he President made some remark t his morninc • •• • 

I know, that's what I ' m ••• 
profit. 

We di d. We had a 

• Bow you can arrive at something • .. • 

You' d s till have a profit, despite t hat. 
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O.K. Now I want Baas - I want t he three of you -
when I come back, I want a first-class presentation 
on that thing, s ee? You get 1 t , George? 

I get it. 
~ . --And George, look at my speech of 134 and then take 

it from then and bring it up to date, see? 

Yes, sir. 

With the possibility that I might want to talk on it . \ 
Now, I 1 ve never had the nerve to say, "Yihy, a 50 '-. 
bill i on doll ar debt for this country would be 
nothing. 11 I don ' t know whether 1 t would or not, 
but • •• 

I don't think you should say that even if you find 
it out. 

What? 

I question whether you should say i t if you find out 
t hat you can say it. 

I know, but I can- I ' m just raising it, I •m Just 
looking forward. I mean - what ' s tbe Swedish •••• 

llyrda l. 

Be said the same thing - it wasn' t be, it was Alva 
J ohnson, not the Saturday Evening Post one, of the 
School of Research - he spent an evening w1 th me 
the o ther ni~bt, and he was saying that be thought 
it was very sensible that I bad never t alked about 
the debt, Just gone along; but he said the time 
was coming when I should. 

~he time is coming when a reexamination of the 
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whole philosophy, I think, is in order. 

He said I should - incidentally, he ' s doing a research 
Job - I don' t like to repeat it, but he said it -
on every single fi llllncial a~ove that I 1 ve made . He 
said be can't find a single mist~e. He's doing 
an article for Forum. And be wants to know how I 
get lilY l uck. 

In the elbow . 

Xes. But seriously, you three, I 1 d just like t o 
reexamine this whole thing, ~nd what - I mean I'm 
not s eying r 'm going to do this, but the approach -
I don• t Hant you fello• s to be so timid about it, 
see?. 

Yes. There ' s another engle, Mr . secretary - you 
probably have it in mind - t hat will come up very 
soon, which is tha t - take this Swede ' s proposal; 
thirut we ought to examine - might do it in the 
same document - examine the - is the tax structure 
high enough in a period of prosperity t o do these 
things? 

hll right . O.K. 

Tha t ' s very important. 

Did be leave a booklet with you (Bell)? 

No, be's goi ng to give me a memorandum, and the 
theory is to reduce t axation in the depression. 

That ' s a - but you have to have it high enough 
in 

In good times . 

Yes. 

«ell, I don't know, I think it would be very heal thy 
over the summer - I'm not saying - recommending 
ever ybody t ake a month - but we 've got July and 
August , and during that period, that the study should 
be made and be ready f or me on the sixth. I want 
the combined br ains of the Treasury, and if you- if 

• 
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there is anybody t bat you think is SIDllrt a nd want 
to bri.ng them in for a month - if you tbink about it 
the next two weeks and would like to have somebody 
special in on this study, let me know. Ther e might 
be some e~onomist - someone might be glad to come 
down for a mont h and belp on it. 

O.K. 

But I think v;e distinctly need a fresh viewpoint 
on this thing . I mean we've taken this defeatist 
a ttitude right along, tha t it' s something to be 
t erribly ashamed of. Maybe it isn• t . I don't know. 

Give you a l ong- term philosophy that will work -
from this we '11 'Mork it out. 

I'm t alking in terms of ten years. 

That ' s r ight. 

1 1m t alking in t erms of ten years, George. 

' Oh- hub. 

See? 

Inci dentally , there was another man dropped in to 
s ee me, not a foreigner , who, quite independent ot 
all this, likewise stressed that. Apparently the 
thing i s spreadi.lg, so t hat an ex&Jilination on your 
part even publicly would not at all be the drastic, 
r adical thing t hat it would have been, let 1 s say, 
even six months ago. 

Herbert, when did I give that talk, was that 1) 4? 

Yes . 

What? 

Yes. 

Well, I think you should take that as a Jumping-off 
place, because it will be t our years . Onoe in four 
years isn't very often. 

That ' s the speech where you showed a profit on gold, 
that you made here one night? 
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I made it here. It was a question of - we took 
all the assets . 

Uifferent drawers. 

You had a drawer . 

~nd added it up . We had a billion dollars left 
over. None of us bad had the nerve to •••• 

Ta l ked in terms of the bus iness man. 

I ncidentally, if I did it in September and 
~ctober, i t wouldn't burt any for tbe election. 

Inci dental l y , elimi nating your Federal debt and 
t aking al l tbe ~uestion of utility and sta te, 
munici pal and county debt, tbe interest at three 
percent is a hundred mill i on dollars more a year 
than our exports bave been - average !or l ast ten 
years . In other words, our exports, including 
from 1 26 the high years up to 1 29, average three 
billion 800 million a year, and figuring it at 
three percent , your bonded interest - farm mort­
gages and one tbing and another, exclusive of 
Federal debt, is about a hundred million dollars 
more. 

Than ~11 exports . 

Well , George, you got it? 

Yes. 

Harry? 

I wa s going to suggest, wbat do you think of trying 
our band to accompany a report of tbat kind with a 
preliminary speech, see wha t it looks like, so we 
can ba ve some draft before you when ,. •••• 

Before I go? 

••• you come back. No, not before you go . Have 
something ready, a preliminary draft, by the time 
you come back. 

Yes. But you've got the idea . 

Regraded Uclassified



White: 

B.IL.Jr: 

Baas : 

B.ll. Jr : 

White: 

B.V. Jr: 

Gibbons: 

B.!i.Jt": 

Gibbons : 

!i. r.t .Jr : 

Gibbons: 

B.li. J r: 

Gibbons: 

Lochhead: 

B.M.Jr: 

~bite : 

B.J.I. Jt" : 

-11-

Because there won't be much time left if you 
wish ~aka one . 

But Seltzel" and llurphy ought to be able to help 
:you. 

Oh yes, it's thail" field. If they can1 t •••• 
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You men might think of somebody else, I don ' t know. 

I think it is the most important t hing on the docket , 
to do that . 

J ohnson' s attitude is very int eresting on this whole 
thing - very interesting . 

Waesche and I come in a t 11 . 

11? 

From yesterday . 

No, not tha t I know or. Is he ready to buy? 
Ready to close that contract? 

I hadn1 t t alked - he wasn 't; t wo days ago they 
were still trying to wor k something out. 

No, I think - ask him . If he ' s not ready - I mean 
I•m awfully Jammed now. 

Yes . You' ll be here on Tuesday, Wednesday? 

There are these figures . 

Thanks . 

Harry? 

You notice, I t ake it, that Great Britain for the 
first time joined the procession and bought a 
substantial amount or securities on balance . Just 
a little late . Then I have some samples or the 
sort ... . 

It you'd s t ay behind with Gaston a minute, we 1l l 
settle that in about two minutes . 
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Could you (~hauncey) lay your hands on that 
pamphlet by Sam A. Lewisohn? 

I think so, yes. 

With his card on it. 

(~ss Chauncey leaves) 

Cy? 
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The closed banks - the local closed banks here in 
the District of Columbia have left mainly notes 
representing borrowings of Government employees, 
and they ' re very reluctant to pay, and you cannot 
garnishee their wages, and the Comptroller is 
thinking of the possibility of warning them that 
unless t hey do something about it he'll inform 
the heads of their departments and agencies •••• 

Talk t o McReynolds . 

Talk to llac about it. 

Will you? Will you talk to McReynolds? 

Yes. 

Talk to McReynolds about it. 

(To reporter) Put this in the record, will you? 
(Material quoted as follows: 

"Postal Savings 

Special 2% ctfs . - 45 million 

Cash on hand - $3,988, 247 

Want this entire amount on reserve . 
11F. D. I . C. 

Special 2% ctts . - 85 million 
Cash on hand $20, 091,654. 
Want this entire aaount on reserve ." ) 
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And that ought to be taken up - for instance, 
we 've got this cooperative loan society . What 
do you call it? 

Credit Onion. 

What? 

Credit Onion. 

Yes, Credit Onion. There's a Credit Onion in 
every department . Is there an interdepartmental 
committee on Credit Union? 

llo . Handled through Farm Credit . 

They've got a man there. 

I think that's a splendid suggestion. 

What? 

That's a splendid suggestion. 

Why isn' t that ••• 

"'tep 1n and refinance on a sound basis and make 
the fellows dig up the difference; and let them 
refinance on a sound basis. 

Yes, !.lac. You used to be in Farm Credit. 

WcR: You can get those boys to work. 

H.ll . Jr: 

Upham: 

B.ll. Jr: 

Upham: 

B. W.Jr: 

See? There you go . That takes them out or the 
hands or the loan sharks. That ' s what it's set up 
for. How much does it amount to? 

Oh, I don't have any t otal. Quite a bit. 

Well, a ll)'1ray, I think that there would be the place 
to put it. 

J<n,ything else? 

llo, that• s all. 

George? 
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(Bringing up black book) Just one figur e in here. 

(Miss Chauncey r e turns d.th pamphlet) 

Thanks . 

This morning a figure came out - this Engineerinc 
News Record figure . Did you see that? 

Yes, big - quite a fat rain drop. 

Yes. 

65 million or something . 

Yes, it was a hundred percent over the previous 
week and 22 percent over a year ago. 

Mostly ( ? ) money. 

Yes, and public projects. But it shows they' re 
coming out now. I have nothing else. 

Herbert? 

Mr. Duffield noticed that a Chinese was in here 
yesterday or t he day before, so he wants to know 
whether we 1 ve made a new agr eemer.t . 

Wrong. He ' s wrong . Be was not a Chi nese . 

Oh, it was a Siamese . 

Just a moment. Will you (Chauncey) please give 
him his name? Si ••• • 

Wasn't it "8!" for short? 

We called him •s1• for short . 

Did he look anything like Cy? 

Bo, but he bad a very cbarlling wife - the Princess. 

Don't you- Just tell what's-his-name that t here 
was no ••• • 

No Chinese in. 

lfo Chinese in. 
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Durfield will get so be can't believe his eyes. 

Durfield says, "You' re consorting with tbe Chinese 
again.• I really didn't take it seriously, didn ' t 
connect tbat up. 

I ncidentally, I met his wife . She is a Princess 
and a very handsome woman; talked beautiful Oxford 
English. So if you have any trouble with this 
•Si," as we call him- be's got a name tbat long, 
the oddest tbing you ever saw. 

Herbert, anything else? 

That will Just stimulate interest - "Be's not a 
Chinese . • 

All right. 

Tbat letter that came to us through Mrs. Roosevelt - , 
that man Paul Mantz who was connected with Amelia 
Earhart is asking for information that we can very 
properly give him. 

All right, tor God ' s sake give it to him. 

So we're writing a letter . 

I bope he bas something about Mr. George Putnam 
too. We can give him something about him. So and 
so. 

Be wanted time of departure and wind directions 
and some signal exchanges, and so on. 

Be can bave it . Anything else? 

No. 

Herbert - Berman? 

I've written a letter declining a request froa 
Mr. Biddle, who bas been retained as counsel tor 
TVA, to loan him a l awyer tor six months . 

You' ve declined it? 

Be called me up. 

Regraded Uclassified



.. , . ,;: )) . . 

B.ll.Jr: 

Oliphant: 

B.!l. Jr: 

Oliphant: 

R.ll . Jr: 

Oliphant: 

B.II.Jr : 

Oliphant: 

H.M.Jr : 

!.loR: 

li.M.Jr : 

llcR: 

li.II.Jr: 

--- - - -
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Have you got a good lawyer you want to get r i d of? 

Not any more. 

What? All right. What else? 

I'd like to tell this story - take a minute. 

Good story? 

the moral is the excellence of the Civil Service -
of the Federal Government when pitted against 
high-priced lawyers. The settlement of the llellon 
case was agreed upon at a flat sum - among others, 
the R. B. llellon esta te case . And t hen we got 
several communicati ons from them that they were 
having trouble raising the money, a.nd finall)' 
they suagested that *e assess a transferee t ax 
against some people to whom some of R. B. Mellon' s 
estate had been transferred, which seemed li.ke a 
reasonable request. But the boys - Phil a sked them, \ 
"If we do that and the transf eree pays the tax, will 
be deduct that in his income tax?• Be says, "Yes . " 
The s avings would have been two hundred thousand 
dollars. Phil said, "Nothing doing." 

Who ' s Phil? 

Phil 'Nenchel . 

Well •... . 

They just tried to put something over on him and 
he saw what i t was before he finished. 

O.K. Now wha t comes at ten, Mao? 

Peoples. 

All right. O.K. - if you'll stay, Barry and Herbert . 
And you (Oliphant) are a professor - get your advice 
as professor; I 1m serious • 
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Special Zf> ctf1. • 46 llilll• 

CliP OD llu4 • t:J,tl8,367 

lAIIt tll11 ..,ure -u\ ca re11ne. 

r.p.I.C. 

Spec1al Zf> c\f1. - 18 alllloa 

Cllah OD bu4 • $3),091,1&6. 

Waa t tllia enure _,., • re1ene. 
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I'EDERAL SURPLUS CCJO.!ODITIES CORPORA!'ION 
nsCAL YEAR 12"3S-~2 

CONVERSION nar:r CaaroDI'fY UNIT 'l'O'UL PURCHASES PACT OR POUBDS n:RK 

rlour Ia Cereal• lbs, 1,i~,6oo,ooo 
1:~ Dr1ed Bean• a. Peaw lfls J, 700,000 

Preah Vegetables lbs. 200,000, 000 
:Deciduous Pru1 t bu. 2,000,000 

!'2 C1trua b:u. 3,250, 000 .8 
Dried Peachea lba, 20,000 ,000 

2:I Ra1a1ns lbs. 62,000,000 
Prune• lba. 83,000,000 2.8 
Potatoes bu. 750,000 

l . i Butter lbs. ao,ooo,ooo 1, 
Dr7 Bkt. Milk lbs, 7,000,000 • 1, 
Vegetable• Canned cases 1 , 500 ,000 1 1.8 
Oann•d Fruita case• 2,000,000 2. ~ 
Rica lba. 100,000,000 J,J 
87rup gala. 700,000 

~ ' 
0. 2 

Cheeee lba. 2, 880,000 0,1 
I 
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RE SURPLUS COMMODI'l'U.S AND HEALTH 
Sl'UDIES 

July 1 , 1938. 
10:30 A.ll. 

Present: 

H. lo!.Jr : 

Loni gan: 

H.J,C . Jr: 

Parr&n : 

Dr. Parran 
Miss Lonigen 

II iss Lon.igan, I r ead your two memoranda . When you g~t 
in this production f or use stuff, 1fou 1 r e way above me . 

It may go v ery f ast . 

I mean r could not understand your memor anda . 

l'eovles wa s just in. When they get through bu:ying 
men s clothing, they're going to buy women ' s underwear 
&nd dresses . I ' m going to call the f r esident . 

Lll r ight, I 1m a t your service . 

You ' ve seen the memo from Uiss Lonigan of t he confer­
ence we had . ~ince then I have had a l etter from 
Dr. Stanley, and t he firs t point she made was t hat 
Wallace wo~ld be will ing to allot an estimated 
$30, 0JO . The t ot a l budget we s ubmitted for the 
study was $41,000, and YIPA seemed interested in 
apvr oving white collar pro jects; and wq thought 
of t he $41 , 000, ar ound $15,000 could be taken cere 
of through a work proJect. Dr. Stanley , however, 
has written me a l etter under date of June 28 in 
which she does not ~gree t o the type of s tudies we 
had pr oposed , and proposes cer tain other studies 
which our people think are not so good . In a word, 
the chief difference is, t hey say they have certain 
data gathered from spot studi es in t he past and when 
they are worked up they will give us the information 
we could get from our studies, and that the studies 
made two years ago will be as valuable as one made 
more r ecently . She does not indicate when t hey will 
be ready , and we can' t get the information. 

As f er as carrying out another medical s tudy in 
New York City in a large high school ther e , such as 
we pr oposed, she has countered With an alterna te 
study of 250 families . Our people think, and I t hink 
Miss Lonigan agrees, tha t the s tudy we had pr oposed 
or iginally to cost a round ~31 , 000 wo•Jld be much more 
valuable t han what Dr . Stanley proposes . I n other 
words, they have the money, however, a nd pr esumably 
will use it f or the type of s t udy they . wish to cerry out . 

Regraded Uclassified



• 

Parr an: 

H.M.Jr: 

Parrsn: 

H.li.Jr: 

Parr an: 

H.M.Jr: 

Lonigan: 

R. loi.Jr : 

<'arran: 

H.lf.Jr: 

Lonigan: 
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It gets down to the f aot that if we could find 
f l5,000 we could carry out the New York studies on 
our own, plus WPA money to pay the difference. 

I think I'm going to let you carry the ball on that . 

I talked with McReynolds to see 1t there was a 
possibili ty of getting emergency money . As to the 
general attitude of the Surplus Commodity people, 
Williams wonders wh'ether they should concern them­
sslves official ly or whether t hey should consi der 
actual r elief needs in such places . On that they 
have not made any decision. 

Lonigan hos a table- perhaps you would want to 
show thot to the Secretary - which is an e stimate 
of what the Surplus Co111111od i ty people expect to 
purchase during the coming year. That much food 
will cost about $60, 000,000, which they have. You 
notice that at present they have purchased about 
25,000,000 bushels of wheat . 

~hat' s a big improvement, if they go through with 
this. 

It is. 

"l remendous • 

• nd in the right column that's been converted into 
pounds of food per month per family . 

This would go to families who are not on relief, or 
are not on public direct relief. 

Only to families on work r elief or direct relief. 

This is something to smile about . 

It is· 11 big improvement, and t bey bave agreed it 
they do not purchase beans and peas this month, 
they will try to subs titute some canned food . 

Grand. 

There was a clipping in the paper yesterday whicb 

Regraded Uclassified



B. M.Jr: 

Lonigo.n: 

Parran: 

Parran: 

B.M.Jr : 

Lonigo.n: 

H.loi.Jr: 

Perren: 

B.M.Jr: 
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said that Feder al Surplus Commodity was going into 
purchasing in e big way of potatoes, fruit and other 
commodities, except wheat and cotton, which were 
under the Government program. 

I wouldn' t take their publicity too seriously. 
Their publicity has been something terrible. 

I saw in this a possibility of a very serious attack 
on the benefit progra.m. 

From our point of view, we would like sailing orders 
from you. 

I would try to get it over somebody 's signature. 

<'resumebly Vlallace stated he· would call a meeting 
when an agreement had been reached about the study, 
and a report would be prepared for you and Wallace. 

Is it necessary for us to call up Jesse Tapp and say ' 
I would like something? 

I think they're putting it through as far as they 
can. 

This is a nice July first present. 

The understanding is it we do not have the report 
back by next week we will ask you to put on tbe 
heat. 

That• s right. 

• 
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July 1, 19~8 

ll a. m. 

Present: 

Mr. Laurenoe W. Be1lenson, Attorney t or 
Robert Montgomery, Preeid1ng Ottioer 
of Soreen Actor' a Guild 

Mr. Ol1phant 

34 

Kr. B: Mr. Montgomery aeked me to apolog1ze f or 
hls vagueneea over the telephone and to thank you t or 
thls interview. He would have oome exoept he ie about 
to start t o work and everywhere he goee it is catalogued 
ln the press. 

(Mr. B. gave the Seoretary a letterj copy attaohed.) 

HK.Jr: Kay I read this? 

Mr. B: Certa1 nJ.y. 

HK,Jr: I don 1 t know what thle la. My personal. 
representative is on the Paoiflo Coast r ight now, who 
hand1es this. He 1e right there. Harold Gravee. 

Mr. 9: The reason I wae sent on wae just thle: 
1n connection with the thlng, ae the letter eaye, we 
wanted to present thle file t o you to see that it went 
to t he proper eouroe and to anewer any questions. I 
euppoae the natural question would be why we start ed 
our inquiry. 

HK,Jr: I would be glad t o have you answer that. 

Mr. B: I might tell you eomethlng or the baolt-
grouncl. The IAT8J: is an offshoot of Aotors lqulty 
and t r.rough AAAA affiliated w1 t h the A7 of L. I n 19~7 
lt made a ten year oontraot with t he motion p1oture 
produoere provld1~ tor i ndustrial. arbl trat1on of terme 
for the ooll.ing year. lhloh to our eurpriee, last tall 
sometime, the IA TSE throggh ita head ott1oere, Kr. 
Br own and Mr. Biott, announoed they were going to take 

\. 
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over all actors. We were a little surprised , be­
cause no actors wanted them to take t hem over and 
everybody was getting along all right . It was a 
compani on or AF or L Union and we decided to inves­
tigate what type or men were handling it. That 
prompted t he investigation, or which thi~ tile is 
t he result. 

Our i nvestigation has been going on. We knew 
nothing about any income t ax violations. When we 
were questioned , this apr1ng, by your representatives 
on the Coast, llr. Emery and Mr. Gibbons, and trom 
other questions , we gathered it was possibly a matter 
ot income tax case pending against Mr. Biotr. Much 
ot tne intoroat1on we had already, as a matter or raot, 
from our i nvestigation arising out or the tact, i n 
substance tlOO , OOO bribe was paid to Ur. Biotr to 
br eak t he painter's strike in t he motion picture in­
dustry at about t he time our strike ~as threatened 
which resul ted in our contra ct . We knew the bank 
where t he money went into; we knew t he source or the 
money, and we were poe1tive or our taote. The agents 
of the Department "ere careful not to t ell us anything , 
but t hey questioned us about the same transaction a nd 
other matters , so we were rather able to guess what 
was going on. 

Mr. Russell has been retained by Kr. Biott to 
represent him in t he matter. 

HM,Jr: Our Mr. Russell? 

Mr. B: Yes, sir. I should say he has been 
Jointly employed by Mr. Biott and Mr. Joe Schenck. 
The lat t er is the agent t hrough whom t he $100,000 was 
paid . I may say we have nothing against Mr. Schenck. 
In our dealings with him he has been tbe most l i beral 
and fair-minded or the producer s. We have nothing 
agains t t ho producers. We are at peace with them and 
get along with t hem. We do reel , ae t ar as Ur. Bi otr 
and Mr. Brown go , they are the worst type or racketeer. 

We are Justly proud to be a part or the American 
labor movement and we think that type or raoket&ering 
1a going to destroy it 1t it is not elimi nated. We 
have made up our minds t hat , having started, we will 

• 
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not atop. Unfortunately , Ur. Brown is a Vioe Pres­
ident or the AF or L, or was, and it's too bad beoauee 
the relationship between the stage uni on and the aotora 
has always been very friendly . lfe have noth1~ 
ag¥nst t he Union and the last t h ing we want to do ia 
destroy t he union, but we would like to destroy the 
leadership. Unfortunately t he s i tuation 1a very bad. 

There waa an inqui ry, an investigation, and we 
have every good reason to think $25,000 was pai d to 
stop it. I think we will uncover the evidence. 

HK,J r: 
a reputation, 
once we start 
t he chips may 

Ur . B; 

Let me give you t his t hought. I have 
which I h ave acquired in a lifetime, that 
something we never stop, no matter where 
t all. 

That ' s why we came to you. 

HM ,Jr: Our policy is to let the chips fall where 
t hey may, I think you know how we f inally get a very 
famous doc tor in Los Angeles. We have also got a man 
by the name or lolr. Smith in Jail in Los Angeles, so I 
mean •••• 

Mr. Oliphant: And t hey both had good lawYers. 

HU~Jr: They t hought what they t hought was right 
also. o tt~t t hing does not bother us . 

Herman , t hi s sounds pretty serious a.nd ina.sii!Uoh 
as t his gentleman has everything would you take him 
in to your office right now? 

Mr. Oliphant: Yea. 

Mr. B: I am perfectly willing t o answer any 
questions. 

IDI ,Jr: He rman, have s omebody !rom Irey's o! t1oe. 

llr. B: Seoause or the reputation which you have 
everywhere, we wanted to come to you because we knew 
that once you knew the !acta you would not atop. 

HM Jr: lfe did a Job tor the Mayor of San Fran­
oisco,-~r Rossi . He could not olean up his own 
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police depart .. nt. We d1d a Job f or h1a aftd the 
Captain of hie pol1oe for ce 11 1n Jail. 8o where 
the a1 tuat1on 11 Deceetar7 , we will etep 1n 1f we haYe 
an income tax angle, and ertdentl)' )'OU haYe. I will 
proa1ae ;you I will follow through with 1t ~QHlf. 

Sir. 
Mr. B; That's all I wa nt. '!'hank ;you Yer')' auoh, 

oOo-oOo 
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SCRDii AO'l'ORS GOIIJl 
Boll,.-4, Cel.U'onlla 

Bon • .B111r7 Moraenthau, lr., 
Seoretuy o~ the Tree81U7, 
Waellillj!ton, D. c. 

Sir: 

• 

~ I take tllia opportWii t;r to tllanl< :rou ~or ;rour 
oourtea;r to .. in rece1rtllg a;r talepho11e oall tllie IIDnUDj!. 

Tile bearer o~ thla letter, Laurene& w. BeUaneon, 
general counsel ~or Screen Aotora Guild , 1a authorized to 
apeek tor the Guild. 

'l'l!e reaeon tor Ilia <olea 1a to present a tile, 
auppl.,.enhd b;r an an-r to an;r qu .. tiona :rou 1111:1' care t o 
aalc, oonta1Jl1D& the baokgroulld, criAineJ. and otberwtae, ot 
WllliMI Biott, now under 1neat1gat1on b;r the Treeaur:r 
Department in connaotlon with bU income tax returns. We 
lcnow that an ln<oeatigation is goi ng on , beoauae we ban been 
quaationed by the aaenta ot the Department, llr. ilaor;r aDd llr. 
Gib11e;r. We aleo lalow i t trcm other IIOUl"cea. 

Tor IIQDe ti.me pe.st, atart11l8 earl:r tiiJ.a spring, we 
baTe bee11 conduotill8 aD inquiry into llr. Biotr•a past aDd 
present acti'Oltiaa. Wa teal confident that eoae or our 
i nformation i s the eMie sa that ot the Departmant , tbougb, 
ot course, the aaents yery properl;r will DOt tell ue. 

llr. Biotr, wbo started lite with a conYiction tor 
pander1Rg in Cllioago, and continued IIJ.s aot1Tit iea as a 
Capone ga~~gater 'Pid 1.11 othar unaaYory acti T1 tie• now baare 
the bigb-soundlng title ot •Personal Repreaentat1Ye of llr. 
George Browne, International Preaident ot the International 
Alliance ot 'l'heatrical and Staae :r.ployHe•. We baTe notb1JI& 
aaelnat the I.A.T . S. E. , wbioh 1a an old and bo11orable A. 1 . 
ot L. Ullion, but we ban mtcb agalnlt Us pr .. •t raokltHr 
leeder&hlp. 

We find that llr. Biott •- into power about 1935, 
atter the tormer Pr .. ident ot the I.A.T. S. JI., llr. 1118lloy, 
bad baeo killed III)'Bter1ous1y in OIIJ.cago, and llr. Biott had 
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been quuUoned in oo=act1on with the mrder. We tllrthar 
tind that Kr. Biott U..d1atel7 ee-.4 t ha 1JipoaiD8 title 
ot "Pereonal Repreeentat1Te ot Kr. Ceorga Bro., a•. 

Tllere boa been a (1004 dae.l of ca.,pla int ..o1l8 tba 
local aabera or tba I . A.T. S.E. ot hlsh-hoDded •ethoda and 
oppreae1on. Tbla 1e not our oonceru, nor do w int•d to 
so into H · hera, but it did r .. ul t in an i nTaat1gat10D b7 
a cOIIDl.ttee of the Calitorn1a State Auebly of tba I .A.T. S.J:. 
1n November, 1937. That 1DTeet1gat1on oeae to a •dden cd 
and •re are now pureu1D8 "" inquiry into report• thot - beTa 
had that it • • atopped b;y a pa;ymant to oarta1n pol1ticiaoa 
1n the amount ot $2:),000. 

Our reaacn t or aendins llr, Bellenacn on this trip and 
presenting this information to rou ar1sea out ot the .tact that 
we haTe heard r\IIIIOra that e.t.torte will be made to lt1ll ott the 
inveet1get1on or llr. Bior.t• s actin tlae b7 the Dapartaent. We 
know )'Our deYOtion tO dut)', and ~8 reel tha t if )'OU baYe before 
rou a record ot the ldnd ot II8D llr. Biot'.t 111 , 70u w1ll know bow 
to wei&)> 8Jl7 t1ct1 t1oue explanation ..Ucb aa7 be dart sed. We 
do not wish to be lliaunderetood; - ere not queat1on1JI8 tbe 
i ntegrity of 8Jl70ne in the Tfilesury Departme.nt. H e reputation 
and record 1e en•i•ble. We do know, bowner , that scmetlmea 
w1 tbout a knowl.edee ot a baclq):round such oa we have here 
presented, that t ecta may ba made to appear other tban the;y 
are, end we o.re teartul leet sane eubordi.natee 1n the Depart­
ment be llialed. 

Tile tile with which llr. Beileneon w1ll present you w1ll 
contain 11 certified cop7 o.t Kr. Biot'.t' e couT1ct1oo t or pander­
iD8, e. cop;y or hie pollee record 1n Cbloego, a cop;y o.t bla 
ngraoey card 1n Cbicaso , copies or pbotOfiX'Ilpba or llr. Blott 
from t he t1lea ot the Chloaso Pollee Dapartaent, aod a 
chronological record ot llr. Blor.t•a aotiTitiea, as ..U aa 
certain newspaper ol1pp1D88 tend1JI8 to abow that it ie a 
matter or COl!lllOD knowledge that llr. Biott 1e 8 sansater and 
a crook. In connecti on with tba cbronologicel. report , you 
will note the hiatus during llr. Capone' 8 reel.ma in Chicago. 

We tbinl< t hat Kr. Browne aod Kr. Biott IU'8 a die­
credit to the Aaar1can labor aoTsent. we alao baline that 
they represent tbe .Oat rtc10U8 type Of gansater DOW at large 
in thla countey, o&r1')'1Jig on as tbe;r do all kl.nda ot d1ebon .. t 
act1rtt1ea under the cloak or orsanir.ed labor, or 'IIIlich .. era 
proud to be a part. We baline that thia 111Y .. t1gat1on lbould 
e;o on. 

COP T 

ReapeottullT, 

(Signed) Robert lllontg<aal'T. 
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July 1, 1938 . 
11:58 a .m. 
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J . Peoples: Mr . Secretary. 

H. I.! . Jr: 

P: 

H. li . Jr : 

P: 

H.:.!.Jr: 

P: 

H.li .Jr: 

P: 

li . M.Jr: 

P: 

H.U.Jr: 

P: 

Ei.!I.Jr: 

P: 

H. J.I.Jr: 

P: 

H.ll. Jr: 

P: 

J<dmi ral, I just got your memorandum on that twelve 
milli on tor Hopkins, and that looks very good. 

Xes, sir. 

Now, I want to ask you a q~stion. On these other 
cement bids, see, 

Xes. 

••• - in ~ East, not the ones on the West Coast­
do we give - 'llre we still asking f . o . b . on those? 

Ah -

No, we had to get - we had to get the prices 
delivered. 

Well, I mean er e t hey c oming through with us~ or 
do we have t o - I know today's the first of ~uly -
or did we have t o release • •• 

No, af ter the fi.r st of July, Ur. Secretary , the 
understanding was that we had - we were t o grant 
clear ance 

Xes . 

••• month for month. 

Yes. 

Tha t was all, sir . 

Well, I mean I wondered if there bad been any change 
in policy. 

No, not a bit, sir. 

I mean on the part of the cement companies . 

Not a bit . 
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H.!.l.Jr: 

P: 

H.M.Jr: 

? : 

B. l! .Jr: 

P: 

d • .>I . Jr: 

P: 

' 
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I mean 1n tha t they were willing to bid f .o .b. 

No, not a bit, sir. 

41 

Well, if there should be o.ny change, you let me know. 

I 1 11 be .very happy t o . 

Thank you. 

Yes, indeed, Mr. Secretary. 

Thank you. 

You're ~elcome, sir . 
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July 1, 1938 . 

K E K 0 R A N D U K 

Re: RFC financing. 

I bad Jones in this morning and we went over 
bis interest rates f or the next six months. I 
snowed b.im tnis paper (attached) . Be came back 
and said, wny wouldn't we let b.illl sell bis own 
secur.ities, we refused to let hlm sell bis own 
securities . And I sa.id no, tnat wasn't so, we 
bad suggested that he wait until ne got his 
balance sheet cleaned up, which he now has . 

42 

So there is the possibility we may offer 500 
million dollars. Be wanted 500 million, five­
year note; and I suggested a hundred million for 
one year, a hundred for two, a hundred for three, 
a hundred for four, a hundred for five. Bell said 
there was a posslbility of selling a discount note 
Just like our bill. 

I • ve talked to Matteson and Yatteson says he likes 
it just for one reason: it would fill a tremendous 
vacuum. And he says he likes the idea of a discount, 
and he said he ' d get busy and sound the market out 
and let us know Tuesday . 

I said I thought (I am asking Oliphant to check 
tbis) t nat this tiling was whol l y tax-exempt, except 
f or surtaxes. 

Of course, J esse i~ jockeying; be says, "If I get 
lt in the market , why don't you charge me lt?" 
'Ne 1r e Jockeying for interest rates . I don' t know 
whether he really wants to sell, but both parties 
are l~ving a good time and both know what we ' re 
doing. And the only reason that I'm going along 
is that I 1m looking forward to September and 
December; it would mean we have to ourselves borrow 
500 million dollars less. I am also l .ookiJlg forward 
to that 900 million dollar note coming due next 
Jlarch. 

B.K. Jr . 

(Further discussion re above in 9:30 meeting of 
this dbte) 
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(I Silowed t u1s t o Jones at our m.eetlng t b1s morn1~ (J uly 1, 1938) - HllJr ) 

Ipttre et ray 1 op poSt • ot \bt 
leogpatrupt1oa ltD8aat CorporfSlop 

nrsb·"f v UM '"•na 

heaeDt rate 011 Serloo 11-1 &114 11-2 DOtu 

~ecatlDC .859,693.166.28 • • • • • • • • • • • ~ 

hopoood ratoo ottoot1Te Jul7 1, 1938, 

ou $600, 000,000 ••• • • • • • • • • • • • 
Oil $3e9,692 ,1G6.28 • • • . . . . . • • • • • • • 

Jul7 1, 1938, at •••• • ••••• • • • • . • 1~ 

J.rq repapon to aadto after Jul7 1 b7 tho 
RecoDotructloD liD&DCO Corporat1oD to 
the 'rroaWJ7 to bo applied to roducUoD 
ot 'zf. Dotoo. 

b7 J&II'IIAO' 1, or rith1.D oach oil< ... oDtho 1 period theroattor, Nl:l 

"" twldo tu.nlhhod b7 tho 'rroaWJ7 &!tor the bo&iu1~~& ot thooo 

periodo rill bo at rat .. 4otora1Dod b7 the Secret&rJ ot the 

'rrea•Ul'J• 

It h tlu'ther 'IUI4orotoo4 that 1D order tor theoo propooed 

rateo to bo ottoothe Oil JulT 1, 1938, &D4 to r•ata 111 o1'toct, 

1t rill bo "-•MIT tor the BecoutnacUoD J'1-co CorporaUoa 

to reduce 1 to ratu b7 .uch percoDtllp ao the looreta1'7 &D4 the 
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BEOO.NSTBllUHON FINANCE OORPOHATION 
WASHINGTON 

tOll ldPt -.u.a- two, tm-ee, toar 

a n ... 7Mn ttu,ooo,ooo or ttao,ooo,ooo ..u 
7Mr• 

• 

• 
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T REASURY DEPARTMENT 

INTI" O,.,ICE COMMUNICATION 

P•To J"uly l , 1938 

In connectiou with the proposed publlo borrowing bJ' the ReoonstnJotiou 

Finance Corporation the following c011111ents ae• a.ppl'Opriate troa a. legal 

standpoint a 

1. tJpe of oh1 1 p+1m. 
._,. . 

• 
RPC -:r ia111e "notes, debelturea, booda, or other aucb 
obllgati.olla •. 

2 . l!aturi1jl. 

'l'ba ma.turit;y of suob obligations IIUat be not ooore t.lum 
five yeara trom issue date. 

) . $t1 t 011 diacgwt 'bne1r• 

The RPC .., aleo sell 011 a discount baa1a abort tara obliga.­
ti.olla ~e at a&tur11;T without intarNt, 

The RPC ia authorised to CCIIltinue to pert01'1l ell it. 
f'Unctione untU lune 301 1939 and tharetore is authorbed 
to continue i ta borrowing f'Unotiona at 1-.at up to tha.t date. 
Bolfll'f'ar, the lite ot the corporatiou terld.M.tea 011 l anua.1'7 22, 
1942 ..U.eaa the corporaUoD ia -er diseolnd bJ' m aot ot 
Clclaqeaa. U the uturiv ot the o~tioua propoaed to be 
iallled is «Xteded ~d this elate tl&rthaor omdderatioD ot 
the legal probl• in'I'Ol.nd abould be ba4. 

S. tmyrips 11r't.• 

The _,.,t ot ~ obJ.i&atiau C1.ah _, be ouwtandin1 u 
erq ODe t.1M -ot 81meed in the ....,.te 6 - 3/5 t.1Ma ite 
11\lbecribed oapitel atook (the borrOwinl -.reiD tor gc~ 
corporate purpose• ot the BPC u ot April 30, 1938 -.. 
$1.,603,600,000) . '1'bb fiFe do .. DOt inolude authorisatioua 
to inor- the borrollin& ot BPC tor apeoified purpoaN. 

45 
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6. fM gwLJm. 

the obJ.i&atloDa or me are e:x-.pt both u to priDo1p.:l ..t 
interut ~all tuatloll (aoept .urtuea, -.tate, 111-
heritanoe end gUt taxu) oow or hereetter ilqloeed b7 the 
lJoited Statea, b7 UJT terrlto17, clepcdca:r, or pouuaioG 
thereof, or b7 81J'3 State, ooUDt;r, •mjo1pellt;r, or looal. 
taxin& authoricy. 

7. ()wen tee. 

All ohllgatlona ot me auat be auarmteed "both &II to 1Dterut 
en4 princ1pa1" b7 the IID1ted statee. 

8. lllpn1:1ooa ot Treyurr. 

ChllgatJ.Oila or the me 0111> be 1uwld ~ with the approyal 
or the Seorat&l7 or the !rea8Ul7. !be Secrat&l7 or the 
!raaaur,r 1.a autbori.aed to urkat ohl1gatlolla tor me end u .. 
all the tacillu .. the Tr8&8Ul7 ha8 ror web purpose. :r.. the 
eort!Dt that the Trlla.IUI7 doea arlcat 8Wih obll&atlolla a 
prooedurel agree.ct w1ll haTe to be worked out batnom the 
RFO end Treasur,r. 

!be RPC obllgatioDa -:r be secured b7 the usata or the 
oorporatico 1D IIUCb -er u llhal.J. be pr&~cribed b7 the 
Board ot Directora. 

10. Sel• mce. 

!he RPC ohl1gaticoa -:r be .old at IIUIIb prloea u the 
oorporatico ~ daterwine with the appronl. ot the Seorat&l7 
ot the Traasur,r. 

11. Lo!tul. iDY!ftaentfo 

RPC obllgationa are l.utul JnYutamta, aod -:r be accepted 
aa aeourit.y, ror all .t1.duaiarr, trust, aod public tUDda the 
1nvoat..mt or depoalt ot llblah ahall be UDder the authoriV 
or control ot the IID1ted states or CST ottioer or otn.o­
thereor. 

12. Interen. 

RIC obJ.1&atloDa bear IIUIIb rates or Jnter.t u WT be 
dataraiDed b7 the oorporatloll. 

4S 

\ 

• 
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DEPARTME NT OF AGRICULTURE 

WAIHINQTON. D.O. 

,. Jul:y 1. 1938. 

Bon. Henry llorgentheu, 7r., 

Secretary ot the Treasury. 

lly dear 11r. Secretary: 

We haTe noted the report on surplus commodities in 
ClGTeland , Ohio prepared tor your conaideretion on 7u:te 6. 

:rro. a study ot this and other reports e oncerni.DS the 
situation ill Clenland i't appears t hat the facilities tor b&DdliJl& 
the toodatutta already an.Uable are inadequate. It is the respon-

47 

sibility ot local relief authorities to make the necessary arrange- \ 
menta to repackage 8Jld distribute the commoditiee 1118de aTailable b:y 
the Corporation to indiTidual needy families. Under present con-
ditions only a pert ot the tot al n~nber ot co1!11110d1t1es ill OleTeland 
are giTen to relief t8Jill.l1es at one ieeue. This is contrary to 
the practice followed elsewhere and changes in the present methode 
are ill progreaa which will eliminate this present =desirable pro­
cedure. 

In the opinioll ot t hose e11g3ged ill atudy"i!lg this probl• 
troa the Bureau ot BOlita EconOIIica alld troa the Corporation it 1e 
belieTed that a greater Tariety ot toodstutta should be aade anil­
able to t81111liee at one time. It is !lot belieTed , howner, that 
the existing montbl:y rates ot distribution tor any siJl&le cOIIIIlodity 
should be increosed because such action would be ill contl1ct with 
the operating principles it baa been neceesary to establish to 
ertectuate accompliabmant ot the objectina to be attained in 
goTernillg legislation. 

It baa baa decided to illcreaae the kind ot coaooditiu 
aTailable includiJl& ncb i tf!llll as whole wheat flour and whole 'lfheat 
cereal. Theae cOBIOditiea will bed htributed in addition to t .he 
suppltea ot 'lfhaat flour now aTaileble. A plaa 1a beiJl& denloped 
to allow aa illcreaee ill the 110ntbly dietributioo. rate ot indiTidual 
c01111120dit1 .. within the .... tood groQP when other cOBIOditiH within 
that 88llle f ood groQP are uot anilable. Thil will ineure 8.1 tar 
aa possible that the eat abliahed II&XI.Ina aont bly rates t or each 
food group will be rel.eaeed. 
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Hon. BenrJ llorgentbau, 1r. 

It is believed tbat this notion together with the 
retinomente t o be made in tbe pre~ent met hode ot r eleasing ooau­
modittes will insure a more regular !low ot all available com­
modi ties . At this tt:ne these include butter, dry skim milk, 
t r csb tomatoes, peas , dried beans and rice wbieh will proTide 
a somewhat higher level or d ietary requirements. 

48 

Tbere 1a a ttached hereto a report showing the invent ories 
ot c~itiea a va ilable tor dis tribution on 1une 13, together 
with the ab!Jaents or eO!'!l!Oditiee made to CleYeland thus tar tbia 
MOntb and a schedule or 'l.uantities or CO'l!'!Odities issued to 
vutous sized fe111ea during any one month. 

You may be assured tha t we shall continue to aaaiet in 
thi s matter in so r or as it is possible within tbe policy or cur 
operations. 

Sineerel;r yours, 

-r I · , 
- r~r..[;·~ 

Act1nssecre~. 
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FEDERAL SURPLUS COMMODITIES CORPORATION 
UOt 0 aTRI:I:T NW. 

WASHINGlOH 

1une 1), 19)8. 

IIDIORAIIDIII '1'0 Ill!. J'. R. WILCOX 
Vice President. 

Table 1 attached abo~a tbe shipment of commodities to Cle:,eland from Jla:y 26 tbrous)l 1une 10, 19)8. As ot tbe close ot busineaa 1une l) the following innntoriee of e~itiea are .a•aileb1e for distribution: 

COIIIo!OOITY 

Dried Beane 
Butter 
Plour 
Dr:y Skl.ll JIUk 
Orange a 
Canned Peas 
Prun.ea 
Rice . 

QllAN'I'ITY 

2)8,;.368 lba. 
107, 695 lbe. 
42 , 900 lbs. 

145, 786 lbs. 
2, 772 boxes 

96,000 #2 C8lls 
246,000 lba. 
218, 18;.3 lba. 

These eoJDOdit1es are being distributed to need:y 1'aailiea at the axl.atJD r a tes indicated in Table 2, aleo attached. 

The taeUitiee for the d istribution or toodstutre in Cle•eland baYe been surTefed b7 two Piald Repreaentst1Yea ot the Distribution Section 8lld tber report tbat anY increase in tbe quantiti es ot foodatutfa aTailable for distribution C8ll not be handled etteetinlJ with the preset inadequate f acilities proYided by r alief authorities in Clenl8lld. 
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It 1a agreed bf those charged with tba reaponalbU1t7 tor -eting tbe relier probl• in tbia eitr tbat the present rat .. ot d1atr1but1on tor c~oditiea reca1Tad troll tbe Corporation a.re generallr aa large as can raaaonablf be take eare or by reeipict fallilies. 

Aa indicated in our ll..Or8lldua ot Jla7 24, - hailtaa are raoe1Ting ao.awbat lar&•r quantitiee or theaa foodstutra wbere • spacial need 1a indicated 8.114 wb• inora&aed ia11118Ao .. bal'a b­ra-ded by the ease worker. Other failles because of the condit1oaa under which ther are 11Tin& rece1Ta lese tban tba raoa.­.-ded quanUUo where caee workers han found the ab1l1tr of theae raall iee to uee the aa..oditiee handioappe4. 
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In the present critical situation th!lt ertsta in CleYdand 
1118ll7 taailiee han been forced to gin up much ot their cooking 
eqUipment. ID such instances it would obYioual7 be impractical 
to increase the rates ot di stribut ion tor flour and certain other 
commodities which require more than top of stove cooking. 

tm,. general increase in t hs present rates or distribution 
will greatl7 inoresse the likelihood that a substantial portion 
or the commodities receil-ed by these tallies will be traded tor 
other goode and aarYicea to provide a pert or the other essential 
requireaente ot the taailiea• budget. In a si tuation where no 
rellet greats ere being given, relief t uillea neceasar1l7 ban to 
obtain troa some source the essentials tor l iYing beside tood. 
Consequently it greater quantities ot a taw foods are ghen t o 
these t11111liaa tha7 will undoubtedl7 trade a substantial portion 
ot them tor other commodities end purpoaee. ' 

We ore required by law to see that commodit ies purchased 
tromfunds available under Section 32 do not re-enter the normal 
channels or trRde. Under th~ present circumstencee t herefore en 
increased rete or distribution ot the present kind ot commodities 
available will reeult in subyereion ot t he purposaaot existing 
legialation. 

~ames "~·~ 
Dietribution Officer. 

1 
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IUJ 2S. 19!!8 t!!!!l! J!!!fllD. 1.1!!8 

OOIU)IliTI 10· 01' CAllS .,, or tJIUs 

Oranges 17 7,864 Boa• - . 
~ ·-..... 

PruDes 180,000 PoUIIde . 

Rica 2 ao,ooo • 

Sbap Beens 8 l«,ooo • 

Dry tiAaa 2 uo,ooo • 

nour 10 688,000 • 

Dry IWl: ' 180,000 • 

Butter 8 12S,OOO • 

Cabbqa 72,000 • 

2 (lo, e) tl8,ooo c.ae • 

* klDc lldpped Ude wak, 
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!able lo.t 

SQ!IOOLB OF ®.IJI'l'ITIIS OF ~IIITI.IIS 
ISSUED TO VAJIIOOS SIZB 

JIAI!ILIIS !!!JRI!!O 0!1 !!Pit!! 

NAil£ OF tliiiT • !!.IQIPIM lWTJJ£8 
001110mn 1 2 a or 4 6 or 8 7 &: OYer 

Person Ptr10J1f PtriOJ\' PtrfS!l• PtriQilf 

Apple• (treab) Lba. u ~ 1!8 .a 72 

kalla (clried) • 1 2 s 6 7 

Butter • 2 ' 8 8 10 

Cabbage • s 10 lS 20 l!S 

Celert • 5 ·10 lS 20 25 

Ylour (Potato) • 1 2 s ' 6 

Flour (lheat) • l2f l2f ut !!6 S/4 .a 
Grapefruit (treab) Lbs. 10 16 20 so 40 

11111: (D!y stia) • 2 ' 8 8 10 

Or anges • 10 16 20 so 40 

Peas ( C&lll1ed) Cans 2 ' 8 u 16 

Potatoes (11hi te) Lba. 10 20 so 40 60 

Prunes • 1 2 II ' 15 

Rice • 1 2 ' 8 8 
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June 6, 193! 

To: The Secretary 

From: U1ss Lanigan [.. '1. 

S11rpl11s Co!IIDocll ties i n Cleveland 

There has been no increase in the allowance ot 111rplua 

commodities made to each reliet t am1ly, since the financial 

crisis 1n Cleveland reliet. The q11ota tor surpl11a toods, 

established by the Department ot Agriolllt11re, allots to 

ta:n111es only a scheduled amount ot each oommod1 ty, which 

is supposed to be extra consumption, above thsir normal needs. 

It only three or tour commodities are supplied, out ot 

a possible t1tteen, the quota tor the three or tour remain 

unchanged. It t he normal needs are not supplied by reliet 

grants, rules ot the Departm·ent ot Agriclll ture absolutely 

proh1 bit i ncreasing the quan titles allowed per tam1ly . Local 

rel1et otticiala Virtually never make a change 1n these 

q11otaa , even whon no rel iet orders are issued. 

Mr . RoWley, tho very able supervisor ot commodity dis­

tribution, estimates that commod1 ties in Gleveland constitute 

about 5 percent ot the standard budget. Less than this 1s 

distributed, it !ewer oommocllt1ee have been purchased b)' the 

Corporation. Cleveland tood budgets have been twice reduced 

eo that they are now 2S percent below Department ot Agricul­

ture standards. Surplus commod1 ties make up leas than 

one-titth ot th1s lou. 

Rel1et tuil1u in Cleveland were getting, in the week 

I 
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ot June first, a double ration o! rice and dried beans, Flour 

was also bei ng i ssued i mmediately , although i t was not eoheduled 

tor release tor two or three weeke. Dry skim milk wae not bei ng 

distributed because they had not finished packi ng it, Canned 

peas were in storage but had not yet been released t or i eeue 

by Federal SUrplus. 

That week the oar load of !lour arrived on Wednesday, 

Farnili ec lfho got their supplies early in the week got only 

butter, rice, and green beans. They had to come i n a second 

time for !lour. About 25,000 !~lies in all receive commodi­

ties. Furnished room fami lies get them too it they can cook. 

After t he week is over, there will be practically no 

surplus commodities in storage in Cleveland, The thirty-day 

supply was used up long &(:0 . Warehouses are empty. Bpring 

a.nd sumoer surpluses are exhausted. 
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J uly l, l93R . 

.PHI' .. 1'1'1DOP I 

!hlo wtll ookDooledco ... olpt ot 

70111' DOte ot .limo 24tll otUa ohioh 7011 

.. nt to •P• tJp~ toP ., lotoaattOD 

a eon ot 7ov otat-Dt at .1u110 181'4, 

av.qooted tor ,, .. 'b7 ~o Proddollt 1ll 

OOilllootlon olth tho POloooo ot tho 

..,.._Dt 011 bank uaalllotlon unUor.U7• 

!'banlr 7ou top lottlllc ao baYO thta oon. 

, asa .... q 7fti'O, / 

IBtpodJ s.a a 'be. Jr. 

Bononblo .. l'l'lllOP 8. leOloo, 
abalNan, Boal'd. Ot 0oYOli'DON 

ot tho Poclerol ....... o 17ot•, 
Waoh1Jtcton, D. o. 
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SOARD 0,. GOVERNORS 
O,. TlotC 

FEDERAL RESERVE SYSTEM 

O..r Hell%')': 

In accordance rltb ~UDder-

standing rltb ;rou, I u aeDding :you bere­

rltb a cop;r of tbe atateaent wbi~~ /:..,. 

sent to the Preaident, 

Honorable Benr;r lorgentbau, Jr. , 
S.cretar;r of the Treasur;y, 
Wasbington, D. C. 

enclosure 
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PJ.R!I.lL PAIIAPHJU.U OF fZLIQRAM UOJ:IVIII 

PROlla .t.ae:rican llllba .. y, Parie, Fruoe 
D.t.TJ:: July 1, 1938, 2 P••• 

llO.; 1039 

JROM COCHR.U. 

Thh aorning I Thi teet at the Bank of J'ruoe. In 
tracling :reate:rclay, I waa tol4, there waa a net lo .. of 
a>,ooo powlda by the French control. When I waa at the 

63 

Bank the f raDc waa requiring ao•e lllPPOrt. The loaa yea­
terday 4i4 not iDclude the aaoUDt of foreign exob&Dge 
e:r:pcded in purohaae of belgaa. I have b eeD tol4, most 
coDfi4entially, that the control will have to purchase 
600,000,000 belgaa during July in order to meet maturitiea 
on the Belgian market of the French r ailwaya. The resouroea 
of the stabilization fun4 will inevitably have to be drawD 
on rather he&Tily, unl.eaa the tren4 of the market, aided 
by the touriat seaaon, • Y be aore favorable to the J'reDoh 
fr&Dc than it ia now. 

As for the ope ~ket operations, •Y contact, who 
wil l actually wpen1ae the 4 eal1nga, lltatecl that woh 
cperaticDs Will be begUD only gradual.ly all4 will be delayed 
UDtil preparation of the regulationa 1a ooapletecl. Be 
&lao tol4 ae in the etrioteat oont14ence that the pliiD waa 

to 
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to liait initial operations to aacur1tiaa of not aora than 

one year, and to -intain a certain proportion bnwee 

t he gold holdings of the Bank and ita total opeD ll&rket 

purchases. The General Council of the Bank deoidaa auoh 

111111 t.. 

Under date of June :!0 B. I.S. haued following oollllllun-

ique: 

1The B&Dk for International Battlements, trustee for 

the Austrian Gove:rnaent international loan 1930 , announcing 

that the sixth mo.nthly aervioe inetallaent due on June 1, 

1938, baa not been received and that, consequently, i t oan 

pay only five-sixths of the face value of the coupons of 

the loan due on July 1, 1938 except in the case of the 

Austrian and SWediah issues, in respect of which the trustee 

holds une:r:pended sinking fund monies which Will be drawn 

upon to complete the coupon paJllent. • 

BULLITT. 

' . .. . 
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REI• 

Sr.crE~nr~ of StAtE , 

·~:\l'hington . 

594 , July 5 , ~ p . m • 

.1-'0R TREASURY FROM BUTTERWORTH , 

GRAY 

London 

DatEd Jul y 5 , 1938 

Rcc 1 d 2:46 p , m, 

ThE following excerpt from the ECONOMIST f airly 

rE:tlEcts the dominant opinion in the c i ty a l though th£ 

l'tccnt upward move mEnt in '1all StrEe t has certai nl y had 

an alleviating effEct . 

"The American t rade and political background dOES 

not encouragE morE than a hopE thnt pump priming aay 

~o$nibly transform the hunch of a moderate autumnal 

z•tcovcry into somcthinc mort substantial than i ts 

pre( tcEnsors . Sicns or so~t rEvival in rEsidEnt i al 

building thcncc welcome , 3ut of n thorough going 

reviv~l in stEEl production t here arc no signs unl ESS 

the recent r eductions in pric Es at i mulat c a dispr opor­

tionate i ncrease in demtlnd tlr!d w1.1r.e troubles do ~ot 

ar1Ge , There have been no overt approaches for a 

truce between business nnd a President whosE politic:ll 

prospects 
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2-#594, F'rom London, July 5, 6 p . m. 

prospEcts at the November congressional elections look 

better than ever . To nll this the reply may of course 

bt mo.dt tha t the r ole of the Steele Exchange is not to 

re51stcr but to antici pate economic changes . But 

nei~hcr the speed nor the extent of last month's upturn 

in prices ~Iforns in itself conclusive evidence of 

permanence . T!tt present movement could be paralleled 

from the expEriencE of 1930 when the marke t was much 

wider btcaust speculative fncilitit s wert not curtailed 

as they art today by official regulations . The London 

marltet therefore is likely to maintain 1 ts f abian 

attitude EVEn if, as is probablE, thE American movement 

goes further before encountering its first r eal check . " 

Although the premi um on gold was down one penny to 

~ pence and the amount dealt i n was only 115 bars 

neverthel ess there was a very lnrgt demand for coin . 

Due to the ir scarcity sovereigns moved to 33 shillings 

10 pence . 

Fore ign txch~ngc move:r-cnts were without sig:lificancE 

Except t hot the demand for dollar seems to have bEEn 

stimulated by Bank of England purchases . 

' ltENNEDY 

HPD 

66 

• 

Regraded Uclassified



. . 

B.ti.Jr: 

Marriner 
Eccles: 

I! .M.Jr:' 

1:.: 

rl • .I . Jr: 

E: 

li . 'J . Jr: 

£. : 

li.M .Jr: 

E: 

H.ioi .Jr: 

E. : 

li.!I .Jr: 

l:. : 

li .M.Jr: 

1:. : 

li . !.!.Jr: 

E: 

Hello. 

Hello. 

Hello, Marriner. 

July 1, 1938. 
2:52 p.m. 

67 

Oh, Henry, I - I wanted to say that this transcript 
that - of your press conference ••• 

'les. 

a chance 

Yes . 

llonday 
t o "v~ it 

tha t Gaston gave me - I hed 

•.• and I would have mentioned it yesterday but the 
others were there. 

:true. 

And I did want to call you back to say that the 
press certa inly stretched things somewhat out of 
shape, as I would say, in relationship to this 
press conference . The press conference - it 
doesn't do ·Justice to - to wha t the press said -
say that you said. 

No. 

And it gives me qui te a oifferent light ••• 

'les • 

•• than- than- than the darn stuff that the press 
reported. 

Well, I - it ' s awfully nice of you to call me. For­
tuna tely, we always take stenographic notes . 

'l es. 

And - so that any •••• 

Well, this thing seems to me to be evident to me in 
this, that - that there wasn't an intention- there ' s 
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H.!.I . J r: 

&: 

U. li .• Jr : 

!!. : 

d . .A . Jr: 

E: 

H . .J . J-r: 

b: 

68 
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no i ndicat ion of an i ntent i on t o - to put us on t o 
the 11mb t ha t the pr ess di d put us on. 

<,u1te true . 

Now, I can see where a ~ess could take this , that, 
and the other ana pin them toge t her and come to eer­
t ain conclusions and you coulan' t sue them for libel . 

. No, no . 

But the thing about it that i nter es t ed me was the f act 
thu t the-re is no - there is no indica t ion of any - of 
any 1~~eJiate intention t o put anybody on a limb . 

lio . Well ... . 

hna tha t they have s tretcnea . •.• 

.lney - tney stretched it a lot . 

' Xes, tha t ' s right, and I merely wanted to say to you 
thot I 11ppreciate your giving me t h i s and l want ed t o 
cull you back to let you know tha t I had -read i t and 
tnht this gi ves me a somewhat differ ent impression ••• 

Fine . 

• • . cer tuinly, tnan ,,e got fro111 the pr ess . 

Well , let ' s call it all washed up and we ' re s till here 
both trying t o serve our countr y best as we can. 

'lnat •s right . 

Say, there ' s one other t hing , while you' r e on t he 
phone . 

H .~ . Jr : Yes . 

L: 

H . :~ . Jr: 

1:: : 

The letter you sent me enclosing a copy of a letter 
t o Fleming - you remember, on this i nventory and 
the relPtion to commercial loans? 

Oh yes . 

Now, I assume you sent that to al l of t he banks . 
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il.M .Jr: 
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That ' s right. 

And we•ve already had one call up this morning. 

Yes . 

Callea up the secretary, Morrill , and he k.new nothing 
about it, of course, and he called me. 

Yes . 

And what I was going to suggest, and I think it might 
facilitate matters, ••• 

Yes • 

••• if- you see, these Divisions, in each Bank, ot 
Research, 

Yes . 

•• • are directly under our Division here . 

I didn ' t know that. 

Yes, tney are. They work directly under this 
Division here - .~ell, of course, I don• t mean by 
tha t that they ' re antagonistic to the Bank; they 
work very closely with the Bank management a s well, 
but in order t o - in order t o try to get direction 
and coordination, se.reserve the right to- to 
approve ana blso to select, if need be, the people 
that go in these Divisions . 

All right. 

~xcept with New York, and they've been wit h Williams 
up there; he ' s been- they 1ve been a little more 
independent tnan any of the rest of them. 

Uh-huh. 

Now, I was just going to say that anything that the 
Treasury may want of a statistical or economic nature 

Yes. 

••• we ' ll be always glad to- to get it, and. I believe 
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t ha t i t would really f acilitate matters if White 
or Hoas would get in t ouch with Goldenweiser or 
Thomas and discuss it with them and they could, 
I' m sure, f acilito te it, so tha t we 'd get uni­
formit y in it. 

I - I - I didn ' t - I thought t hat t hey wer e quite 
independent . 

Ye:i . 

>'I ell, I 1d be more t oUln pleased to do t hat in the 
future . 

J.nd if we oade t he ro(,uest from her e on that t iling , 
so~e of t hem ~oulJn • t refer t he matters b&ck as they 
uo , you see. 

·::ell, I 1 11 be gh.d in the future t o be guided that 
way . I didn't know t hat. 

,/ell, I jus t• t hink we can helv you and get - we can 
do a lot t owar ds getting ••..• 

Fine . 

..• getting whatever information you want , if ne t ell 
them tnat we want it, see? Then t hey won't be uoing 
~bat they do sometimes . 

O.K., Karriner, the next re~uest will go over t o you 
first . 

Well, not necessarily - it doesn ' t mean tha t i f Haas 
\~ants to call up Golaanweiser or Thomas , that - that 
they 1 re per fectly free to call up the Division, c.nd 
it ' s a matter that wouldn ' t nave t o bother either you 
or me at ti•ne;~ , you see? 

Al l right, I'll tel! him . 

If it ' s 8 ma tter t ha t goes through you, then you 
could t ake it up with me; if it ' s 8 matter t hey want 
to t ake up direct • ithout di scussing it with you, why, 
ths t - t her e ' s no need of d iscussing it with me. 

O.K. 

Is that O. K. ? 
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E: 
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l:.ntirely. 

All right, then. 

Thank you so much for calling. 

Goodbye. 

Goodbye. 

• 
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GROUP UEETIIIG July 5, 1938. 
9 :30 A. ~. 

Present : 

R •• J . Jr : 

H::tas : 

li . :J. Jr: 

IJr . Oliphant 
IJr . Gaston 
IJr . Taylor 
l.4r. Haas 
l.4r . White 
l.4r . Upham 
l.4r . Lochhead 
!Ar. Bell 
!Ar . l.lcReynolds 
!Ars . Klotz 

The only new busi ness I' ve got - it kind of 
bothers me a little bit - Jesse Jones is very 
anxious to borrow some money in his o~n name, 
and i s taL~ing about five hundr ed mil lion dollars , 
and I put the Fed to vtork on it Friday. And, ah -
they ' ve gone this far: They don't want a dis­
count note . That ' s a defi nite thing . They 
want an auction, but much to my surprise, when 
I talked to Dr . Burgess Sunday night he wa s 
t alking about - "l'lell , I ' m on the home stretch, 
and I 1m not - I 1m going to let the next fellow 
try t he auction. That ' s the way I feel . " 

Burgess is going to let me know in the morning -
I mean at noon - and I thought we ' d better get 
together at l~~ch, if you can get hold of Eccles , 
and talk about it. I'd like Bell there, and 
Taylor . 

George, you might have your boys look over - we 
ar e t alking about a one to five year note for 
R. F . c. The question comes up, in consideration 
with our own financing - where would it fit i n 
the best. See? 

Uh huh. 

I think five hundred is much too much; I think 
three hundred at the most - maybe two hundred 
would be still better . 
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Oliphant: 

H. ll. Jr : 

Bell: 

Oliphant: 

Bell : 

H.M.Jr: 

Oliphant : 
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Not over t hree hundr ed, I think. 

Because what he wants i s to get a r a te and have 
us charge him ••.••• 

You want Ranso:n t oo? 

Yes , if he ' s t here. Tell him what it' s all about . 

Did Ed speak to you, Dan, about the desir abil ity -
on the Attorney Gener al' s opinion, whether it 
could be a five year note? 

He spoke to me about t he question; he di dn 't say 
anything about the Attorney General ' s opi nion. 

I thin% we ' d better be armed with an Attorney 
General ' s opinion . 

You ' d better move awfully fast , becaus e this thing' 
is moving f ast . The thing t h:l t •s bother ing 
t hem is, can t he Feder al Reserve buy these? There 
ar e t wo acts , and I ' :n not sure which s upercedes 
t he other . They ar e not sure, so when you ar e 
doing this thing - t hey are raising the question 
or whether the Fed can buy these, so Her man, wi ll 
you get busy on that ? 

Yes . 

I don ' t want any gr ey opinions . I either want 
a black or a white - see? I don ' t want anyt hing 
i n the gr ey zone. Huh? But we 1ve got t o move 
awfUlly fast on t<lis , because - I mean, see, 
t hat is, one t hing went sour because t hey didn't 
know. 

They are sure of three and a half years . 

That I S right. 

Up to Janu:1ry, 1942 . 

Then it would get down to a t hree-year note . I 
don1 t want to sell a three and a half. 

That would sol ve t he problem if you don't wa nt 
more than a t hree-year not e . 
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Bell : 
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I don ' t want somebody to r e turn to Sullivan and 
Cromwell , and Ur . Taft, and bring a suit - I 
mean, it i sn' t worth it . 

Ther e isn' t any ques tion about a three-year note . 

And there is a question about extending it beyond 
t heir termination. 

Then, the other question is , can the Federal 
Reserve buy t hese? It seems in the act of ' 33 
t hey said they could not buy i ndirect obligations; 
t he act of '35 says they could . Now t he question ­
in ~''e writine they didn ' t strike out , and they 
are not ,;y,jll4:::: ,;;,:I mean of the ' 35 saying that th~U 
could , t hat tha~strikes out the '33 . or cours e , 
it makes a lot of differ ence. 

Shall I get ahol d of Wyatt , the Genera l Counsel 
and together het ahold of the Justice Department? 

I wish you would push it. If t here is any doubt 
about t his thing it will be a t hree year note . 

I ' d be r elieved i f you ' d say it is a three year . 

You would f eel r elieved? 

I ' d feel relieved . 

Then it is a three year note . I can relieve you 
t her e . -

Any question about t he serial form, in New York? 

They want it done jus t like ours. 

I should think that. 

They want to do it just t he way we do it in the 
Treasury. 

Three hundred million - three-year note . 

I wouldn ' t sell it that way . I ' d sell them 
a hundred million one year and a hundred million 
three years, and let t hem come a long - l et t he 
market get buil t up. There i s a question of 
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Oliphant : 

H.~t . Jr : 
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good faith, also, because ~e didn ' t announce it . 
As a matter · of f act, i f I were Jesse, I wouldn ' t 
have more than a hundred million coming due at 
one date . I 1d sell a hundred million one year 
o.rxl two hundred million three years. It's 
easier to handle it. I ' d sell a hundred million 
two yeam a nd a hundred million three years, and 
come along on the fifth of October and sell 
anot her bouple hundred million. He ' d have it 
eventually so t ha t every quar t er date he'd have 
a coupl e hundred coming due, and having a nice 
revolving fund . That's t he way I would do i t . 

Who was it discussing t he questions, over t here? 

Randolph Burgess . 

Mac? 

LlcR.,ynolds : Ur . Gibbons isn' t here this morning . On those 
Coast Guard plans, t hey are not r eady to go . 

H.M.Jr: Well , don ' t give it to me until they are r eady. 
Incident al l y , f or your informa tion, but not for 
the Coast Guard's, her e is a memorandum for 
Navy, turning them down fla t . 

McReynolds : I can ' hold t hat. 

H. :.l . Jr : I want you t o know if you Ylant to get !lac to 
do anything, all you 1ve got to do is suggest it, 
(Look a t the expression on Mac ' s face.) and 
finally, by walking sixty feet ,-t hey can move the 
Comptroller or the Currency peopl~ out one month 
ea.r l ier t han they pl anned, and by t he first of 
August . Then they've got to walk sixty feet 
fur ther to the vault. Uac says if you don't ask 
him how does he know. See? So the tenth of 
August - I mean the tenth o~ July, - the eleventh­
you people will have all t he room on t he third 
floor the Comptroller ' s got. I s t hat right? 

McReynolds : (Nods "No.") The movements down there doesn' t 
effect the people up here. It's t he ot her . 

H. LI . Jr: But on t he eleventh he gets the room, doesn'b he? 
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Well , I hope he can get it by that time. I 
notified the Comptroller's people - Friday . 
But they've got to move - they ' ve got to get 
in some space across the street. 

Mac , it just gets down to whether you are a s 
good as when you were in Farm Credit. 

Yes . 

There you are l You 1r e not going to l et t he lady 
down, are you? 

~cReynolds : Well, we 'll move t hem ar ound. 

H.l!.Jr: All right, Uac . Golf not too good over the week­
end? 

LlcReynolds: I didn't get to play . Uy grandson r·as down. I 
went to Irey1 s cottage . They weren ' t going down 
so he asked me if I didn 't want to use it . We 
took the whol e family down there, and I've been 
chasing t he graooson all over that point - three 
days . Lots of fun . I never saw a little k.id have 
so much fun in all my life. 

H . :~ .Jr: How about the big kid? 

McReynolds : I had a lot of fun myself. I did a little s ailing, 
but didn't wade around in t he wa ter. 

H.Y. Jr: Dan. 

Bell : I have nothing . 

H .~ .Jr: You'll be at lunch today. 

Bell : Yes - thank you. 

H.M.Jr: Who is the Treasury official who announced t hat 
our revenue will be off ten per cent? All the 
papers carry it, 

Bell: I don' t know. 

H.U.Jr: Treasury official. 

Gast on: I don ' t know. 
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Huh? 

I don• t know. 

You don't know? 

No. 

Every poper carries it. 

That is A. P. 

Here I've been arguing with Dan not to get out 
a~ deflation on t he paper . 

That ' s inflation- big debts. 

But it's based on business . Is that statement 
correct, George? 

No, I was going to say if t hat •••• • 
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It' s a quarter of a million dollars ott, huh, George? 

All right . 

(Nods to l.!r . Upham. ) 

(Nods "Uothing.") I have nothing . 

(Nods to Ur . Lochhead:) 

Last week - exchanges all quiet; gold is 
st eady. Mr . Oliphant knows the Treasury part 
of this . ... . 

I thought after ten o'clock we could have 
Bernstein in - Ber nstein and Dietrich. 

And get the first band story. 

(Over telephone . ) ·Tell Kr. Bernstein and Yr. 
Di etrich t o be in my outer office at five minutes 
of ten, please . 

All right . 

That ' s all. 
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Harry. 

You noted what happened in Uexico currency . 
They ~~ve adopted a five to one on imports and 
four to one on exports . (That ' s a new wrinkle.) 
They•ve also got an export tax which Will now 
yield something on the silver exports, which 
they weren't getting before . The reason whf 
t hey have been able to adopt this new method is 
because they feel that most of their exports are 
of the kind that they don' t need to r educe their 
price in order to sell a good deal, so they are 
r eally depreciating t heir currency on only the 
imports, which gives them a profit . 

Archie , you will be amused a t t he Central 
Hanover Bank, where QY wife keeps her account. 
They sent out a letter of credit - authorized 
by two officers . Aren ' t they supposed to know 
the sigMture? 

They don't know the signature . 
to make it up and handed it t o 
wouldn' t check it . 

If t he clerk .:ent 
them, they 

A letter of credit, of all t~ngs . 

It seems to me they would check over the 
account only to see if the account was good. 

They sent out a letter of credit with her ria.me 
misspelled. 

There ' s no excuse for that . 

It' s inexcuseable. 

They should be very particular on these traveler ' s 
credit. It will cause a lot of trouble when you 
get over t here. 

What else, Barry? 

I thought you noticed the cable or the increase 
and decrease of gold . 

Yes, I saw that. 
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About seven hundred million doll ars in Great 
Britain during the last year . They increased 
their gold holdings both in the bank and 
stabilization funds for the year e.nding Karch 
Jl, Since t hen they have lost a little, but ••••• 

Is t hat their stabilization? 

Both. Their s t abilization fund has about a 
billion and a half now. 

HoVI about the Argentine? I s she s till gaining? 

No. Her exports have dr opped, 

Did you ever get anything out of that man trom 
Brazil we ' ve got donn here? 

Yes, he wrote very frequent and r at her voluminous 
repor ts, but most of the volume consisted in 
transl ations of public documents. Be wrote one 
good early report, many months ago. 

Is he paint ing it for himself? 

Be ' s coming back; he ought to be back in a month 
and a half, in which case he'll have already 
prepar ed a final a.nd compr ehensive report on 
Br azil. Whether it was worth while, I don't 
know yet. I would presume yes . 

You are not going to send him back? 

Not there. 

I suggest, for your stand on anything else, read 
this book b~ Josiah Boman - (Limits of Land 
Settlement. ) It 's gotten out under the Foreign 
Policy. It ' s t he whole question or population, 
looki.ng forward to the balance of this century. 
The two places, as tar as I've gone, you can 
take population ad lib i s Russia and Brazil. 

Russia i s t aking it pretty test - about three and 
a half mill ion a year. 

He estimates that Brazil can take up to three 
hundred seventy-five million people • 

• 
• 
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I am very skeptical about that . 

He's t he greatest living authority on it . You 
see, what he says about Brazil, it is perfectly 
amazing . I wa s thinking - take Argentine, with 
t en or twelve million people - they 1ve got their 
liMit . rr Brazil can take that many, the United 
States ought to cultivate Brazil a litt le . He •s 
a great authority . His book on land - moving 
popula tion - I'd say he is t he great est living 
~uthority on people, in connection with economic 
geography. The other book - the book he v~ote 
before- is one pr eceding; this is on population. 
If you peopl e don't know i t , I think you should 
t ake a look at it. 

Vle'll get a report. 

You don ' t need a report - I'm reading it . I 
want to point out to the President that if that 
i s what Brazil has, why fool around with a lot 
or t hese other countries, with its potentia lities -
such a s Brazil. We can't do much with Russia, 
but we could with Brazil. They 1ve got ar eas 
t here - millions of square miles - where t hey 
~~ve no r oads - just tra ils . With all the proper 
amount of r a infall, proper eleva tion, a nd pr oper 
temperature, but no one has ever been able, he 
sa id, to put them through . He said for four 
hundred years t hey have t alked about putting 
r a ilroads or highY1ays for motor t rucks in ther e , 
but have jus t never done. it. It's an amazing 
document . 

You ar e interested, ere you, in the reopening 
of the Chacb disput e between Paraguay •• •• We 
have something on it, but if you ar e not inter ested 
we'll let it pass . 

It's chronic . Did you ever reaa that book about 
a man going through t here on horseback? He spent 
two years going through that country on horseback. 
It ' s a novel , b~t authentic . He just r anched it. 
He 1d fight a while for instance, for one side and 
then another - do a litt le more ranching, and a 
little fighting . It 1 s authentic . 

0. K. ? 

(Nods "Yes .") 
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Terrific surplus out there - one of t he la.rgest 
on record . 

Anything else? 

There is - remember some time ago I spoke to 
you about Walker writing to you am F. H. A. 
did something about it. I was reading over the 
communication which Fisher sent over here am 
it occurred to me he only did it for Sears 
Roebuck a m not for everybody. Fisher was out 
of town am I checked, am it happened to be t he 
case. I told him you were interested in increas­
ing construction over the country and not for 
Sears Roebuck. They are going to change t heir 
standardized form. I thought i t looked not 
pa.rticularly good. 

The dumbest thing I ever heard of. You mean to 
say they just did it for Sears Roebuck? 

That' s r ight . Now they are fixing the stamardized 
form up. 

Are you sure? 

That's right. 

There is another memorandum which compares the 
estimates with the receipts for 1 38. 

The first thing you know t hey will be writing an 
editorial article - "Sears Roebuck Get•s It . " 

That ' s it. I don ' t know why they put that 
interpretation on your thing, but they did . 
They ar e fixing that up. 

I hope so. 

I did read that one up in ~aine . 
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You did? 

What else, George? 

Here are the people that can come to t his meeting 
tomorrow. There are three of them that are tied 
up on previous arrangements - vacations - regret 
very much that they can't come down, but they are 
just not available now. Colonel Ayres is in 
Canada but his office wired t ha t he will probably 
be able to attend . 

One, two, three, four , five , six, seven question 
mar ks after Colonel Ayres . 

Well , that was given for me . 

I am going t o the 'l"ihite House tor lunch tomorrow 
so I will meet with t hose people a t two thirty. 
I can ' t ~~ve them for lunch, but I will meet 
with them a t tYio thirty . 

I think I am slipping because Mcintyre tel egraphed 
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the f 11r m ou Saturday that I was expect ed Wednesday • 
for lunch. I am not used to such courtesy, so 
I think I must be slipping. He even added the 
word "Regards. n 

What else, George? 

The boys in t~e estimating gr oup • ••• • 

Bell and I know what t hat means better than 
anybody else . 

The boys in the estimating group are get ting 
some particular consolation on that sheet. The 
miscellaneous taxes came out exactly - by a 
combination of things - made the total come out 
exactly. 

Fifty thousand dollars , wasn't it? 

What else? 

That ' s all I've got . 

Wayne . 
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(Nods " Nothine . •) 

Things have been happenine since you 1 ve gone . 

I'm going to have to find out what happened, 
because I don' t know. 

;·;ere you here when I told my raindrop story? 

(Nods 11No. 11 ) 

All right - I ' ll tell you when I get a chance . 

Don't forget the addition. 

That ' s t he story . 

You' re all right otherwise? 

Yes - fine. 

Herbert . 

Do you want a press conference today? 

(Nods "No.•) 

Do you s uppose the President will hold one at 
f our o'clock-~ 
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I don't want one. Just a s soon as I know what 
we•re going to do with R. F. c., I 111 give you 
an official leak, but I don't want to say anything . 

Gaston: Harold Graves is back from the Coast. 

McReynolds : He "as in my office this morning. He said he 
had a grand trip. 

Gas t on: 

R.M.Jr: 

I talked to hie before he went out there about 
seeing the newspaper men, and he did see t he 
editors of all but one of the San Francisco 
papers, and got very favorable reactions. 

Bring him in here a t eleven fifteen, Mac . 

Vlhat else? 

• 
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I haven't anything else . 

(Nods to Wr . Oliphant.) 

Senator Pepper came in to see me Saturday morning, 
to bring me the young man whom he wanted to get 
a job, am he asked U we had an attorney down 
in Miami, which we do have, and indicated that 
he intended t o replace every Federal employee 
down there with his people. 

And so what? 

That ' s all - reporting. 

That's his intention. 

Just reporting the ~acts. 

McReynolds , make a note - 1! while I ' m gone -
if Fred Martin, Collector of something, of 
Vermont, wants a leave of absence to run, it' s 
all right. He's Collector of Customs, or something. 
If he wants a leave o~ absence to run, it 1s all 
right . He ' s going to run for Senator or Congreos­
man or something . 

Pepper must feel quite cocky, huh? 

Ther e ' s something I want to see you about. 

All right . 

Wayn~, we ' re glad you're back. Not quite as much 
tension now. 
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RE: SPANISH SILVER July 5, 1938. 
10: 00 A. 14 . 

Present : 

Oliphnnt: 

H. !J .Jr: 

Dietrich: 

Dietrich: 

H. U.Jr : 

Dietrich: 

H. JJ •. Tr: 

Dietrich: 

Ur. Oliphant 
llr. Lochhead 
!.lr. Bernstein 
Ur. Dietr ich 

It looks like the Treasury boarded the boat 
and took over the Spanish pieces of ei ght. 

The damnedest thing I ever heard of. 

(Over telephone.) ~ Kie1ey to shoot those 
two people in. 

(Mr . Dietrich and Mr . Bernstein come in.) 

Hello. Bow are my stevedores? 

What do you mean, stevedores? We ' re a couple 
steps higher than that. 

You are, are you? 

I think so. 

Well, tell us all about it. 

Well , I guess I have to start in; I'm the fellow 
who started the business . 

I went to New York on Friday night, for the purpose 
of helping Lynch to get the silver in. 

\Vho ls Lynch? 

Re •s t he Superintendent of the assay office . We 
went down to the steamship company to get a 
carrier's certificate. We had no bill or lading. 
We needed trot in order to maka the customs 
entry. While down t here we got the carrier ' s 
certificate, and we got a letter addressed to 
the Captain of the Harding and the United States 
Lines , which we call a delivery letter, 
authorizing them to deliver the silver to me on 
behalf of the Superintendent of the United States 
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Assay Office, and on behalf or the United 
States and, a~so, I handed to him a form ot 
receipt which I was to sign and give to the 
Captain, acknowledging delivery to me on the ship, 
and that I had taken possession. ot course, I 
handed those to the United States Lines for their 
approval. They immediately c~ed their co~~~ -
I've forgotten his name here. 

Potter. 

Yes. 

Kirlin, Campbell , Hickox, Keating, and UcGrann. 

No Levy? 

Kr . Potter, of that firm, was the man handling 
t he case . 

They submitted it to that man and I corud get no 
answer as to whether they worud accept these two 
documents. Instead of wasting time I went dovm 
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to the Customs House to make the entry . Ur. O'Keefe, 
the Deputy Collector of Customs there, was very 
nice and made the ent.ry 1 and I had him assign a 
CUstoms Inspector to me, who would take 
the Customs permit at the pier. He instructed 
him to hold himself a t my disposal, and to give 
me every possible assista nce. 

I also had Mr . O'Keefe i ssue a pass for Mr. 
Tarbell, of •••• • 

Colonel Stimson' s firm. 

And Yr. Ryder , of the United States Lines, who 
wanted to accompany me down on the trip. I got 
my entry and I went back to the steamship compa117. 
As soon as I got to the steamship compa.07 they 
told me that - I think 1t was Shllrp and Wyette; 
I'm not sure whether it was both, but it was both 
or Wyette; there with Val~s , the London representa­
tive ot the Bank of Spain or rebel territory . 
They told me thet they had served notice on the 
steamship company tl~t there was a question ot 
ownership . The r ebel side claimed they owned it. 
They also told the steamship compaey t hey had sent 
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a cable to the Kaster of the Barding, advising 
the Master there was a ~uestion of the ownership. 
They set me up in the United States Lines, in a 
small private office . Later on, the United States 
Li.nes had sent these two people away because they 
said they couldn't give them aQY information; 
they didn't know. They came back while I was in 
the privata office - they wera outs~de, and I 
was inside. 

I communicated with Mr . Bernstein and tole him 
the circumstances . 

Where was he? 

He was still in Washington. He arranged with 
Mr. Tarbell, of Stimson' s firm; he thought he 
ought to go down the bay . Tarbell, when we got 
abold of him suggested that we keep Sharp and 
Wyett e off the cutter. Nobody was to be on the 
pier. 

Nobody to be on the pier ? 

No strangers to be on the pier - nobody to get 
near the silver. 

Didn' t t hey let the passengers off? 

They let t hem off up stairs. 

Who was giving this advice - Stimson' s firm? 

Stimson' s firm. 

Why? Where was the Federal Reserve? 

They "ere not in on this shipment. I arratl8ed 
f or everybody to meet me at the barge office at 
two fifteen . 

What day was that? 

That was on Saturday, July 2 . The Secret Service 
men were there, and identified themselves . Mr. 
Tarbell was there. And while there, a curious 
incident happened. About three thir ty one or 
the United Stites Li nea men, Lambert, bad another 
gentleaan with him, whom I met at the barge office, 
and he said, "This 1a Mr. Whalen, or our counsel; 
we•d like to have Mr. Whalen go down on the cutter 
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with us, and have you any objections?" I turned 
to Tarbell and he s aid, "I see no ob j ection to 
having their counsel on the boat." And Tarbell 
said he had no objection. They couldn' t get to 
0 1Keef e; he was up s eeing a ball game . He wa s 
the only man that could i ssue a pass for hil:l . 
They implored me to use whatever influence I had 
to get a pass f or him. I said that O'Keefe was 
t he man, a nd said I wasn• t so sure I could do 
anything, but to leave i t with me . In t he mean­
time they bad 0 1Keef e paged on t he loud speaker 
system in the Yankee Stadium, but never got him. 

The system on t hese passes i s t hat O' Keef e i ssues 
t hem over his name; you go to the barge office 
and meet the &JStxpps officer . He picks up 0 •Keefe 's 
pass and issues you another pass, 1n his nar:~e . 

Mter thinking 1t over, and their approaching 
me several more times, I spoke to Mr. Ber nstein 
and asked him 1f he saw any objections . I almost 
insisted that the counsel accompany us . 

Counsel for whom? 

Counsel for the steamship compa ny - Whalen. He 
said he had no objection. I t ol d them - the 
Inspector - we had no obj ection. He s aid, all 
right, if we had no objection he ' d i ssue the 
pass . We went down and boarded the Harding just 
about off quarantine . We went aboard and I got 
ahold of one of the officers , told him who I was , 
and he said he had a r adio from the company. I 
got our men together, Tarbell , the Secret Service 
men, and myself , and this officer took us up a 
back way to t he ship and we got to the Captain 
befor e t he company ' s own lawyers could get to him. 
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I introduced myself , and he said, "Yes . " I told 
him I was there - I handed him t he delivery letter. 
I told him I was there to take possession of the 
silver in the name of the Super intendent, on 
behalf of the United States . Was be prepared to 
deliver it to me? Her e, also, t he s t eamship 
corapany sli pped up . They had this notice of protest, 
but they never advised the Capt ain by radio about 
it, with the result t hat he said, "Well - the 
United States Government - what can I do?" 
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I said, "I have th!lu.receipt here, I am prepared 
to sign And delive~to you r ight now," and he 
was all for giving it to us , you see, but Tarbell 
and I - I'Je both t'elt t hot if we did that we 
wer e just sneaking one over on the company, and 
in addition put t he Capt ain 1n a very embarrass­
ing position, and eventually the steamship counsel 
and the steamship men got up there. They went 
into a huddle in the Captain' s private office. 
t ater on they came back a nd delivered to us a 
l etter . They acknowledged our letter and said 
in it that t her e was a dispute'of ownership; they 
wanted more time, but t hat they could not oppose 
the Federal Government. 

~1 

So trot is the way the thing stood. Now the 
ship was out in t~e Hudson, of t' the dock, and I 
didn ' t know what would happen to me when I got 
ashore, so I made safe; I went to the radio room 
and asked them if the radio VJas closed nnd t hey 
seid, •Jus t about ." I snid, "I am a Treasury 
Department employee, and in the name of the • 
Government, I a sk you to keep open, and the radio 
man said, "We shall.~ I ran off a sixty-six word 
radio to Mr . Bernstein and sent it to the Coast 
Guard in V:ashin~;ton to him, to be telephoned , 
"Rush. n 

The very comical pert of that was that ten minutes. 
after it went out the boa t docked and I got oft 
t~e boat and called him within fifteen minut es 
of t he time the r adio ~ent out . 

\'/here was Bernstein? 

Here in Washington, waiting for me. After they 
had acl~nowledged t he letter and said t hey couldn ' t 
surrender the silver , I s poke to Whal en, the 
col'lp:!ny • s counsel, and said, "I have two Secret 
Service men her e and four more are meeting me when 
t he ship docks . Rave you any objection to my 
placins t hese men ar ound t he ship where the silver 
is loca t ed, and on t he dock, to protect t he 
property in the name of the United States?" 

Just a minute . I ' ve got a bug . She 's gone ! 
Damn these people - why they can' t keeo these 
insects off my desk. Do you (Oliphant) have 
t hose? 
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Sure - and I ~~ve a big rat north of my door 
every night . 

He said, no, he had no objection. In the mean­
time I got ahold of the car go office . 

(Dowling comes in.) 

Dowling, if you don 1 t tell t he woman who cleans 
my deslt to keep these damned bugs off my desk 
something is &oing to drop on her . I t •s just 
full of bugs . 

I asked the cargo office where the silver was 
stored on the ship, and he said, "Number two 
hol d 1 three hold, and five hold ." I asked him 
if there was any in the strollG hold. He said, 
yes , five hol d was the strong r oom. I requested 

the steamship company to show the Secret Service 
men wher e these hold s Ylere . Whalen, of the 
steamship company's counsel bucked up . He 
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sa id, "No . Find them yourselves . " I said , "Do 
you - do I understand t lmt you refuse to show me 
where the silver is stored?" And he said - well , 
he stuttered a bit, you see . I said, "Now, let •s 
get t his st raight . Dm I understand t hct you 
r efuse t o cooperat e with the United States 
Gover~ent in pointing out t o its representatives 
t he holds i n which t his silver is stored, in 
order t ha t t hey :nay protect it as United Sta tes property. • 
And, of course , Mr . vnwlen just slid r ight down 
to about five foot three. He said, "No , no, no, 
no. • Then I said , I understand you will show 
t !le guards . " He said, "Yes . " 

r e were 
Viell , when the boat docked the four Secret Service 
men at the pi er , with the ones on board. I consulted 
l'li th the man in charge - McNally. (His name i s 
very important because I'll have something to 
talk to you about that, if you don1 t object, 
l ater on. ) He tolled off three men and placed 
t hem in the ship where the silver was. He did 
t hat and then we strewed out t he remaining men 
along the dock, and wher e they placed the silver; 
he sent out a call for five more Secret Service 
men. VIe didn' t have enough. They were drawing the 
from one end of the ship all the way up to the 
head of the dock. They unloaded the silver and 
all this time Ur. Bernstein and I had been i n 
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communication with one anot her and Tarbell had 
been in co111111unication with him, and we were keep­
ing each other informed of the developments . 
They finally got the silver unloaded, on to the 
dock , and I placed t hese Secret Service men 
ar ound it with instructions that nobody was to 
come near it. They assumed a five-foot distance 
and anybody that came within five feet t hey told 
t hem not to advance any further - United States 
pr operty. 

During the mos t intense part of this , on the 
bridge, I want to make pla i n for you, and f or 
the r ecord , that there was no threat of coercion, 

- - ----.:...··-intimidation, or force displayed by me . All I 

n.:.t •. rr : 

Bernstein: 

H.a .Jr: 

Dietrich: 

H. 'J. Jr : 

Dietrich: 

Bernstein: 

requested wa s cooper ation. 

We got the silver on the pier, and, of course, 
t he l awyers were wrangling back and forth - I mean, 
you know, as l awyers do, and • •••• 

I am surpri sed - t he thing that surprised me 
was that Bernstein wasn 1 t up t here . The whole 
show was with all t hese lawyers . 

I can expla in t hat . 

Yeah, but with all this stuff on the boat .. .... 
I might insert, Ur . Tar bell, of Stimson's firm, 
is a very capable·man. 

Go ahead. I don't want quite so many details. 

We got the stuff on the pier . VIe got into a little 
troubl e about consignee's mail. I did a little 
bluffing there - with consignee's mail - did a 
little bluffing t here at one o ' clock on Sunday 
mcrning, a nd told them I t hought they were dis­
obeying Postal r egula t i ons by not turning in the 
cail . At two o'clock they told me they deliver ed 
the package at two o' clock on Sunday corning . 
That showed tha shipment was consigned to the 
Superintendent of the As~ay Office . 
At 'this point I can explain 
what had oeen' happening down here at Washington, 
and the reason I wasn' t in New York. I had arranged 
with Sti mson's firm for Tarbell to go along . We 
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• wer e consider ing what legal action we would take 
in light of the fact t hat this adver se clai m 
had been made . It bec~oe important to get t he 
shippi ne document . I got in touch with the Spanish 
Embassy and they had just about no information on 
t he subject, and they were of no help to us. I 
got in touch with t he Post Office and the Post 
Office was very cooperative. As soon as t he mail 
ca~e off the President Harding they examined the 
mail and still didn' t find the shippi ng document. 
VIe had been told by the Spanish Embassy thnt the 
shipping documents were going to be delivered to 
t he Spanish Consul in New York . They came in on 
consignee ' s mail , addressed to the Superintendent , and 
we we were told they wouldn't deliver t he documents 
to us unless we had some authority from the Postal 
Inspector . 

In the meantime, we were in t ouch ~~th Klots and 
Colonel Stimson, and Colonel Stimson felt we had 
an absolutely ·clear case on the merits , ond he was 
somewhnt reluctant for us to use our sovereign 
power and t alte it by for ce . I indica ted to him • 
tha t t here was obviously a great deal in his posi­
tion. VIc ar gued the various possibilities until 
around t\'lelve o' clock , our time . We then deci ded 
what we wanted to do was to have a conference in 
New York the next mor ning. At first t he company ' s 
la~yers agreed, and thereafter they r-efused to 
hold a conference with us . We decided that despite 
that, we Y.ould go ahead . 

I went to New York - got t here at eight o ' clock; 
met Dietrich on the boat and they delivered the 
mail cont aining the shippine documents to us . 
We decided on a course of action, again consulted 
Colonel Stimson, and the Colonel agreed . 

We went to the Bar Association and drafted a 
demand - a letter stating our posi tion. VIe went 
to the company's office, and ~e had a conference 
with some of t he officer s of the company and one 
of t heir lawyers - the junior l awyer - not Potter . 
I handed him the del!lllnd and bill of lading, and 
I said we wanted the silver . He sai d , "VIe can't 
acquiesce or r efuse . " He said if we took it, it 
would be over their protest. I s aid t hat was all 
right . Then he said they would open the door. 
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After an hour and a half talk, the upshot was . 

Potter took the position t hat be would only yield 
to force. He said he would only yield to force, 
and he wa s trying to egg me on to say something that 
would be forcing him and overpowering him. I 
simply sa id that was our position. They walked 
out or t he room and we went down stairs , and 
fifteen minutes later - and t hen he said, "Do 
you demand the keys?" I said, "This is our 
property and we want to ge t it off here, and 
we demand the keys; we want to get it out." 
He handed the keys to Dietrich; he opened the 
doors and the trucks came in. Every ti.me a truck 
came in they said, "We protest and object." 

Vie t ook possession or the s ilver peaceably. 
We have formal notice from t he shipping company 
t hat t hey protest; t hey protest in the process 
of protecting their interests, and the case -
they will sue ;s , probably in due time • ••• 

Vlho will , t he shipping company? 
Rebel Government 

No •. The I will sue us in due time for possess ion 
of t he s ilver and t hey may sue the shipping company . 
Our ca se - this case - the second shipment, the 
way t he document is drawn and all, it's a perfect 
case. Ther e i sn ' t a ny doubt but what we will 
win t he case, so it s eems t o me it will now boil 
down purely to a question or pol~cy as to future 
action. 

I v1ould like the answer because I invited the 
Spanish Ambassador to have l uncheon with me . Is 
there any r eason why I shouldn' t advise him to 
let another s hipment come along? 

It' s purely a question or policy, because documents 
drawn i n the same way, the case handled in t he 
same way 1 

t he outcO!lle Will be the same . 

Do you want it to come on United States Lines? 

I don't knoll about that, 

I think it might be all right, from our point of 
view. I have some doubt a s to whether they want 
it. 
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There is one on the French already - there • s 
one on the French line . 

I think one thing t hat might be helpfUl - 1! 
there were no publicity on that stuff that it 
was coming over. The newspaper s broadcast the 
arrival of this stuff. If it were possible for 
it to be loaded on the ship 1n secrecy. 

The Spanish Rebels are goil\8 to be watching that. 
They have t heir spies on board those ships. 
Are we going to be able to make the payment for 
t hat? Is that goi ng to be all right? It will 
be important. Are we going to make the payment? 

When are y:e going to make the payment. 

We don't know, Mr . Secretary. We have to wor k 
out n form of procedure for the Assay Office in 
New York. 

A couple days? 

It may t ake a little longer than that. 

But you can pay them this week, t hough? 

I hope so. I wouldn ' t want to make any promises . 

Well, rush it along. 

Mr . Secretary, may I mention 1n here - I think 
t lus was a very difficult operation, and I ' d 
like to tell you that Mr. Bernstein has been very 
wonderfUl to me through it all, and in addition 
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t o t hat, I would also like to bring to your attention 
t ha t t he New York Office of the Secret Service 
was most cooperative, and nothing was t oo much 
trouble for them to do, and the Agents t hat were 
assigned to me - and it you will allow me to have 
your permission, I intend to write a memor andum 
to Chief Wilson ~~ mention the Agents and t he 
Agents in Charge of the detail s , and the Agents 
that helped me. In other wor ds, bring it to 
his attention. 

Well, give it to McReynolds; from J.!cReynolds it 
will come to me, and I ' l l give it to Wilson. 

• 
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I do reel • •••. . 

You said you ~;ere going to say something i n 
particular about t he Agent of t he Secret Service • •• 

That i s what I wanted to get in. It was McNally, 

Oh, McNally is the Secret Service Agent. 

Those men just came a nd went, and were at our 
cell every minute. 

As I told Ur. Oliphant this morning, I thought 
t hat Dietrich did a very excellent job on this 
case. 

After ell, when the United Sta tes Government goes 
int o hijacking and get& away with it, that is 
something, isn't it? 

As these trucks went on and off the pier t he 
United Stat es Trucking Company representatives 
VIera ther e to supervise t he removal. They kept 
protesting and protesting to everybody, and finally 
went over to Moran, a nd said, "Mr . Moran, your 
trucks ar e moving this silver orr t his pier; 
we protest ." Mr. !.!oren is a thick-set Irishman. 
He sa id , "Who cares?" 

All right. I want you two fellows to know that 
you did a good job and t ha t I•m very much pleased . 
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Hello. 

J uly 5, 19.38 . 
10:.35 a . m. 

Chair ma n "ouglas has a newspaper man wi th him. 
Woul d you r ather t alk to him alone? 

Yes . 

All right, I'll have him call you. 

* * * * 
l v:46 a .m. 

Bello . ''""'-
Chairman Douglas is calling you. 

O.K. 

Oo ahead . 

Hello. 

Hello, Bill Douglas? 

Kr . Secr etary, how are you? 

On, fine . Henry to you. 

98 

You're calling me up t o t hank me for my punctilious 
delivery of J ohnny Hanes. 

That ' s right. How 1d you guess it? 

Huh? 

How ' d you guess it? 

Well, I hadn' t hear d from you, and I - you don' t know 
how that hurt my - hurt me all the way through. 

Did it? 

Yes . You won't mind if I keep on calling on him 
between now and November first rather than September 
first, will you? 
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Ah - you call on h1lll 88 long 88 you need hi.m. 

Yes. 

How's thst? 
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F'ine. You see, he can - he can on - you know bow 
this thing goes, it's a - it1 s a conference method, 
and . .. 

Yes • 

••• the boys are about to break up and say, •To 
bell witb tbe Government," and I c ould put Johnny 
in there and get a 5-to-4 vote. 

You call on bim just as long as you need bim. 

Fine . 

Of cours e, I - you ' re being a little sarcastic, but 
(laughs) - let me remind you that I think you set tbe 
dat'e of' July first when I first talked to you about 
it. 

l'lel i , I - I'll never be - I 'll be more cautious from 
now on. 

You wont to be witb me, because I 'm ••. 

You believe .what we say, bub? 

Absolutely, when it's you. 

(Laughs) Well , you have reasons to - to - ah - be 
confirmed in that policy to date, because I 1 ve 
delivered. 

O.K• 
such 
when 

Yes. 

Now, rigbt on top 
a good sport about 
be first came over 

of that, inasmuch as you are 
Hanes - Hanes talked to me 
here about ~lton Katz. 

Then be talked to me about it Thursday again, and 
I - on account of the lapse of time I thought that 
the matter was dead . 
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Yes. 

Now, before we do anything about Milton Katz I want 
t o see bow you feel about it. 

Nel l , I'll bave t o check up on that , ••. 

I mean 

• •. t o see what- how f er Milt is in the situations 
here . lie went into a new job here early in the year 
on the Utility Act, and I haven• t seen very much of 
him since then; I don't know how far he is submerged 
in that . 

Wel l now, let me straight en my position. I told Banes 
that if Ka tz wanted to come over as his administrative 
assistant, tha t was Just between Banes and myself; but 
Katz wants to insist on coming over as a l awyer. 

Yes. 

So natura lly i t's a question of whether Oliphant can 
fit him i n . 

Yes. 

And we have not given Hanes any answer. 

Yes. 

\ 

And the arrangement was that they were going t o meet 
tomorrow with Magill when he comes back and - and talk 
about him and a lso about how much he knows about tax 
law . 

Yes. 

So - but in any case I d on't hire people from another 
group until I've t alked to the bead of the ••• 

Yes . 

•• • depar tment. 

Yes . 

So if you would be thinking it over -but there's been 
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absolutely no commitment made . 

I understand. 

See? 

Yes. 

And I've never met the man, nor I don ' t know anything 
about l:lim. 

We m.ight trade l4ilt Katz for Ed. Foley . 

Ha ha ha ba ha hal Say, listen, just • •• 

Sigot - sight unseen. 

Wha t? 

Sight unseen. 

Well •• \. 
It's Just a - just an out-and-out trade. 

Well, listen, just because you regulate the !lew York 
Stock Exchange, don ' t try - don' t trade my pants off. 

(Laughs) Well, you know I - Christ, l haven't suc­
ceeded in doing it to date, a t least . 

Well, I ' m just a little country boy, not - I don't 
know my way around . 

Yes. You' re Just the guy that comes r i ght in and 
takes my top Commissioner right away from me. 

I see. Well, you •• •• 

These country boys sure are slick fellows as far as 
I 1m concerned . 

Well, you•re one yourself, aren't you? 

(Laughs} Well, I~l - I'll talk to you about Kilt 
Katz as soon as I have a chance to turn around here 
and see what he ' s doing and how tar he is into tbe 
Job and al~ that. 
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July 6, 19~ 

The Secretal'J' had as gueats for lunch M.r . Jones, 

wr. Eccles, Mr. Bell , Mr. Te.rlor and Mr. Upham. 

Mr. Morgenthau said that he would l i ke to talk about 

t he proposed RFC financing. One of the questions in which 

he is interested,with respect to the market that he can 

expect tor the securities he plans to offer on behalf ot 

t he RPC, i .s whe~er the Federal Reserve banks can and will 

buy part of the issue. 

Mr. Eccles explained that when the RFO Act was origi­

nally passed, Ca~ter Glasa insisted on the inclusion of the 

provision specifically prohibiting Federal Reserve banks 

from purchasing the securities of the RPC. Later, the 

Banking Act ot 1935 authorized Federal Reserve banks 1n 

general language to purchase the obligat ions of the Govern­

ment agencies 1f they are guaranteed as to principal and 

interest by the United States Government . Under t he circum­

stances, by reason ot this conflict ot authority, 14r. Ecole a 

stated his view that whlle the Federal Reserve banks might 

legally purchase the securities, i t might be bad 1n the 

• 
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utter of policy to invite criticism from Senator Glasa . 

Prior to this, Vr. Korgenthau had stated that he had an 

opinion from the Gene ral counsel ot the Treasury. to the 

effect that the Federal Reserve banks probably could pur­

chase t hese securities. Mr. Eccles referred to the 

nepessity of referring the matter to the Open Market -- -Cocm1tr3e . wr . Worgenthau reminded Mr. Eccles that he 

bad at luncheon a week or two ago, according to Mr. 

lOt 

Wor genthau's recollection, stated that the Federal Reserve banks 

could buy these securities and would welcome it as a means 

of replacing their maturities of Tr easury bills . Mr. Eccles 

said t hat he had not said quite that, but rather that the 

issuance of RFC notes would be a help to the general market 

and would replace the maturing b1lls •in the abort-term 

portfolios of banks and dealers and other holders . 

Mr. Morgenthau said that they would proceed on the 

assumption t hat the Federal Reserve banks would not buy 

the securities either original ly or as a part of the 

secondary distribution, and that in arranging the financing , 

t hat there would be no dependence upon purchase by the 

Federal Reserve banks . 
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~r . Bell said t ha t the secu~itiea could not be sold 

on a credit or war loan a ccount baa1e . In view or t he 

• lack of a market in the Federsl Reserve banks and 1n view 
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or the fact that t hey can not be sold to the banks on credit, 

and in view of the fact that there might be some criticism 

or the Gover nment r or going into the market between t he 

June and September financings , l!r . l!or genthau was inclined 

to t he vi ew t hat the offering should be held down to 

"'100 million. Mr . Taylor was inclined to the view that 

~200 mill i on was l ittle enough by reason or the great 

demand in the market ror short- term securities . Mr. Bell 

thought $200 million ~ould be disposed of readily. l!r . 

Jones referred to the fact t hat when they offered $25 million 

!rat ional Mortgage Associ at ion securities a sh ort while ago 

t hey got subscriptions of over $1 bill ion and he thought 

there would be a ridiculously large over-subscri pt i on for 

a .,100 million issue . Mr. Eccles was inclined to think 

~100 million enough and spoke of the i ssuance of a large 

amount as directly contrary to t he President 'a program of 

building up excess reserves . l!r. Bell referred to t he fact 

tha t the Commodity Credit iaaue had also reduced exceee 

r eserves . 

' 
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~r. ~orgentbau said t hat he wanted the issue subjeot 

to the s ame rules and regulat i ons as the last Treasurr 

note . He said he wanted to do a good job for Mr. Jones 

and d id no t want to try anything new 1 such as issuing them 

on a bi ll basis or having an auction. He said that he 

·.vented to do a good job even though he realized that it 

meant when the RFC got established 1n the market that 

!Jr . Jones would want to borrow money from the Treasury 

at a l ower rate . 

!Jr . !.lor genthau said that Mr. Burgeee is of the opinion 

that he can put out a t h ree-year no t e at one per cent or 

less . Since t he life of the RFC does not extend beyond 

Februar y , 1942, it is of doubtf ul legality to borrow with 

a maturity date beyond t hat . Mr. ~orgenthau suggested 

.,100 mil+ion quarterly--say in August, October and January, 

at •Nh1ch time legislation can be enact ed extending the life 

of the RFC so that further quarterly borrowings can be 

undertaken 1f necessary. 

Ur . Jones said that he would l i ke to have the Comp­

troller of the Currency issue a regulation making i t possible 

for banks to buy isauea which be holds of such agencies as 
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the san Francisco Bridge Authori ty, wh ich are not properly 

classifiable as general municipal obligations . ~r. Worgeothau 

ougeestad t hat be handle tha t with the Comptroller's Office 

through llr. Uphant . 

lol r . Eccles :>aid that while be was at the Vlhite House 

t h i s morning d iscussing civil sorvice matters with the 

President, t he President asked him why he didn't talk to 

Jesse alxlut the possibility of buying up from the railroads 

t heir worn- out equipment and letting the WPA conduct a 

project of reclaiming it for scrap iron material . Mr. 

Jonos said tha t suggest ion v;as made a tow days ago by 

J ena tor Shipstead and that he r egards it as just another 

one of those plane which are wholly impossible. He said 

that he 1s not inclined to do anything unles s he cm find 

clear authority tor it 1n the RFC Act . He took this oo­

caslon t o state that in h i s opinion the authori zation in 

t he Banking Act ot 1935 t o the Federal Rese rve banks to 

buy guaranteed obligations of the Go vernment , being a 

later enactment than the RPC Act and ita specific provis i ons, 

ttado 1t fully legal for the Federal Reserve banks to buy 

his obligations . 
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The group adjourned to the Secretary's offi ce where 

he called Ur . Bur gees on the telephone. Mr . Burgess 

roported that he t hought ~200 million ot a three-)ear 

note would go very well and that the rate might be as 

l ow as 3/4 of l per cent. He thought that a l per cent 

rnte might af fect adversely outstanding Treasury notes, 

tut ~as sympathetic of Mr. Jones ' desire to make a sweet 

offering for the purpose of establi shing a market and 

attrnct1ng buyers to future issues . It was agreed that 

as wide a d i stribution aa possible would be desirable . 

Llr . Eccles said he did not want any 11nprees ion to get 

out that t he Federal Reserve banks could not buy the 

issue and said that 1f he were asked, he •:ould gi ve as 

t is opinion that ~ey could- -saying not hing about whether 

they arc going to . t.!r . l!urgess said that he r.ould like t o 

lmow by Monday whe t her thay could becnuse he would be 

aslted that. Mr. N.orgenthau suggested t hat perhaps the 

Opon Mar k_e t .Col!DIIitt ee could get together and determine 

by tha t time , It ~as agreed that t he offering would be 

nade on the llth with payment on the 20th . 
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lo!r . Gaston was invited in and asked to make an oral 

announcement to the Treasury press room after the White 

House press conference this afternoon that under a pol i er 

of establ i shing the RFC on a basis of s e lf- financing 

s imila r to that employed by the Fa rm Credit Jldministrat ion , 

the Home Owners Loan Corporation, e tc ., h• would offer on 

behalf of the RFC on Julr 11th for pa yment Juirioth a 

,200 o illion of a three- year note under the same rules 

and regulations as the l ast Treasury note issue , the 

coupon rate to be f ixed on Saturday next for announc ement 

in !Jon day mo ming pap ore . 

Upm 
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Hello. 

Dr. Burgess . 

Hello. 

• 

Go ahead . 

Oh, hello , Henry. 

How are you? 

Fine. 

July 5, ·19311 
11:29 a .m • 

What do you know about an R. F.C. sale? 

Well, I know ~uite a little more than I di d when 
I talked to you Sunday night. 

Well • •. 

And I ' m getting my opinions f a irly definite . 

Yes. 

!low, i n the first place, this gener al plan of having 
these fellows independent- borrow independent ly • •• • 

Yes . 

... -I suppose that ' s all decided . 

Yes . 

As I suggest ed the other night, you will g et a very 
subst antia l nega tive react ion on that. 

Yes . 

The people will s ay you ' re paying more Just for the 
sake of - of affecting t he bookkeeping . 

Yes . 

aowever, you'll f ace that. 

Yes. 

Now, I think the second problem is consistency with 

' 
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the general policy as to reserves. 

Yes. 

If t hese boys aren' t going t o need to spend the 
money, 

Yes • 

111 

••• I think you ' ll get a reaction perhaps on borrowing 
way ahead of what they need. 

Yes. 

From that point of view, I think that keeping the 
borrowing down to - to something of wba t they 1 re 
going to need ••• 

H. ILJr: Yes • 

B: 

B: 

ll . :.t.Jr: 

B: 

H.M.Jr: 

B: 

H.ll. Jr: 

8: 

H. U. Jr; 

ll: 

•• • nasa good deal t o be said for it . 

I see. 

These reserves of the City banks, of course, would 
feel i t most, and you might get a negative reaction 
if you pulled them down very heavily by - by a 
large amount of borrowing . 

'Nell ••• 

And that would be an argument also for selling on 
War Loan deposit rather t han simply for cash. 

Yes. 

Now, in the third place, I think as I r eview it too 
with the fellows here and with fellows outside, 1 1d 
be inclined to use the regula r methods ••• 

Yes . 

••• rather than the auction methods. 

Yes . 

How, while I still feel as 1 did Sunday night, that 
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the auction method is one that should not be 
whoUy discarded 

Yes . 

• •• this market is not quite as good as it was a 
few days ago or a couple of weeks ago; ••• 

Yes. 

•• there are stlll quite a number of these bonds, 
t he new issue, that haven't been fully distributed; 
there' s a little weight on the notes, there' s some 
notes kicking around. 

Yes. 

The market was just a t ouch easi er today. So it 
might be taking a little bit of a chance ••• 

Yes. 

• • . to - t o auction , •• • 

Yes. 

••• particularly since tbat metbod would bear 
especially in New York. 

Yes . 

The sale would be concentrated in New York. 

Yes. 

And that would be more apt to affect the money 
picture than- than the other method, • • • 

That's right. 

• • • where you sold them on- on subscription ••• 

Yes. 

• • • and the tbing were distributed thr oughout the 
country. 

Yes . 
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The bi dding method of course gives New York the 
inside track. 

113 

Yes . Well, I - I wasn't - I l istened, but I would 
have argued with you about it. 

Yes . 

I mean I wasn' t 

Well, my mind's been very open on t bet, because .. . 
But I - I personally don ' t went t o try anything new 
at tbis time. 

Yes . Nell, I think there ' s a good deal to be said 
for that. 

Yes. 

Now, in the fourth place, as to the schedule . 

Yes . 

If we do t his on the r egular method, it ' s very 
important t hat we have time to do i t properly . 

Yes. 

And if you announce it on Monday, ••• 

Yes . 

... I don't think d~ivery ought to be unt il the 20th . 

I see. 

To give us t ime to police the thing and do 1 t 
properly . 

·~ell, that will be all right. 

Uh - and if you•re going t o announce it Monday, 
there ought to be in tomorrow morning ' s papers 
or in Thursday's 

Yes. 
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•• • a preliminary indication ... 
Right. 

•• that you are proposing to announce a - a borrowing 
on llonde,y • 

I see. 

So that the market would have some time to adj ust to 
it, and so we could fix the rate more intelligently 
on Friday or Saturday . 

Well, when would they begin t o drew coupons, trom 
when? 

I should say from July 20th. 

Oh, you'd date it the 20th. 

Yes, I think that's just as good as the 15th, i sn't \. 
it? 

I -I don't k.now. As far as 1 1 m concerned, it is. 

Yes . I don't see any particular virtue in the 15th. 

I see. 

And i t t akes about ten days t o handle these things 
comfortably . Tell you, this last - this lest thing 
that the - that the R.F. C. did left a very bad taste. 

Did it? 

Because they delayed their deliveries and they couldn't 
make up their m.inds about allotments and - just kind 
ot messy, you know? 

Uh-huh . 

And we don't want tha t. 

Uh- huh. 

It doesn't make a good impression. 

No, no . 
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So we need tiue enough to handle it and have the 
definitive obligations printed and ready to 
deliver on t~e delivery date, and so on. 

If you want to take the time about it, we could 
announce on the 18th for delivery on the f irst of 
August. 

Well, we don 1 t need quite that much time. Ten days 
is enough. 

All right . 

But - the only point I•m making is, there should be 
ten days . 

l.lJ. right. 

Now, the dates sit pretty well for the 11th and the 
20th. 

All right . 

But any similar period ' s all right by us. 

All right . 

Ana would be nandled. 

Now .• • 

So that my general reaction now is - is to do it in 
the regular way and if - if they 're not going to need 
t he money right off, to take only part of it at this 
time and part later ; to take, say, 250 or 300 million 
now, either in one maturity or in two. I wouldn' t do 
more than two , I think. 

\Veil now, Oliphant and Bell say there's a question 
about going beyond three a.nd a half years. 

Oh, there is, legal.ly . 

Yes, so I said I - IJd make it a three-year . I don 1 t 
want any ••• 

Yes. 

I don't want a~ doubts. 

' 
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Well, that ' s good. I think a - right on the 
present ~arket, it's three-year 1%. 
A three-year 1%. 
Yes . Now, you could - that' s pret ty generous. 

Is it? 

It may be a l ittle too generous . 

Uh- huh. 

I don't know. 

11S 

Now, here ' s another thing to help you . I '~ having 
these - Eccles a.nd Jones f or lunch. 

Oh yes . 

I don't want to offer more than a hundred 
million. 

I see . 

Because he doesn't need the money. 

Yes . 

I wanted him to do it, so that - I want 1t tota.s te 
good. 

Yes . 

And let him come back every three months and build 
t his thing up, and they get this thing accusto~ed 
t o it . 

Yes . 'Nell, I think that ' s entirely consishnt with 
your policy on Treasury bills, and so on. 

See? I mean ••• 

Yes. 

••• in other words, I don't want him to have a maturity 
of more than a hundred m.illion at any one date . 

I see . 
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Now let ' s break the ice, let ' s say, wi th a three­
year - whatever you can - you rigure, one or 
seven-eighths, Whatever it i s . 

Yes . 

And then ofrer that; that establishes the security, 
the people get used to it. 

Yes. 

And then along in the middle or October we can otter 
a nother hundred million. 

Yes . Yes. 

In other words, let him have it a hundred million 
coming due every three months . 

Yes. Well, that makes more sense . 

And then the people get used t o that kind of a security 
and I th.ink ror him a three-year security would be good 
aeyway . 

Yes. Yes. 

B.U.Jr: See? 

B: 

B.M.Jr: 

B: 

B. lA.Jr: 

B: 

• 
I think a thr ee-year would be Jus*ight. In fact, 
three years was what - was the reaction I got . 

Three years . 'llell, legally - I don• t want to go 
beyond three, and the way I'm reeling now I thi nk a 
hundred million is plenty. 

Yes . Well , the market would take more than that 
easily enough, but that's ••• 

Well, I don't think Jones ought to have more than a 
hundred raillion coming due in one maturity. 

Yes. Well , there ' s soaething in that, because one 
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day these won't be as easy to sell as they are now. 

Exactly. 

Yes. 

hnd a hundred million dollars sometimes is a lot 
of money, a nd if he spreads it along •••• 

I agree with you. I think it still is . 

Les. He could do200 million, couldn't he? 

Oh, easily, yes. 

Yes. Well , I'm going t o - I'm going to argue with 
him t o do a hundred. 

Yes . Well, if you have t o compromise on two it's 
not bad. 

It IIIOUld not . 

As far as the market ' s concerned . 

But you may be able to shade that. If it ' s a hun­
dred million you could shade to one 

I think you could *hade the rate, yes. 

Shade an eighth? 

Yes, but I - we can decide that later; that ' s - it ' s 
t oo early a little on that. 

I 1 ll call you back after lunch. 

And there ought to be an announc11111ent, if possible, 
tomorrow morning papers 

I'll try tog et it. 

• • • so that - so the market will adJust to it, you 
see? 

Uh-huh. I' ll - I'll try to work it so that we - we 
say wa.'re going - and especially inas•uch as the 
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Dow-Jones ticker had something, if ~ou ask tor 
it, that ••• 

Yes , we have it . 

"R .F .c . may finance i tsel( by open market 
securities." That was at 10 : 38 this morning . 

Yes . 

See? 

Yes, but they said tney weren ' t - nothing was -
there was nothing immediate!~ •••• 

I know. 

final. Yes. 

All right? 

Ver~ good, Henry. 

Thank you. 

First rate. 

• 
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This is - the way it appears, so f ar as I've looked 
into it, been able t o look into it, I think the 
Federal Reserve Banks may purchase the R. F.C. notes. 

They may . 

But General Counsel Wyatt of the Federal Reserve 
Board and General Counsel Logan, of the ~rel 
Reserve Bank, have just b egun to study the subject 
and t aey 1 re going to go into it fully and I'm sure 
Wyatt will go into i t fully before he makes up his 
mind. Hello? 

Yes . Hello. 

Something wrong . 

Well , l ' m not wrong . 

Hello . 

It ' s not me, it' s on your end . 

All right. 

Well, anyway, ••• 

So it's Just a quest ion then of having some other 
agency to stand by and t ake them in case they ' re 
offered. 

I see . But we don ' t know definitely yet. 

No . I think you'd better assume you ought to have 
some ot her fund 1n mind t o stand by and take th••· 

That's funny, we're not on my regular wire here; I 
wonder why . 

.1. don' t know. 

Just - just you stay a minute, I want t o a ee . 

Yes, sir . 

·~ .... 
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Randolph, if you don ' t mi nd I ' m going to give you 
an audience here over my loud-speaker . 

Nell, tnot's a grea t honor, sir . 

All right. I got J ones, Eccles, Taylor, Bell and 
Upham. 

Greatly honored . 

All right . Now, how does it look to you, t his 
RFC note? 

Well, I think they'd like t hree years very much. 

Uh-bub. 

And they could take tha t up t o 200 million dollars . 

Ub-hub. 

Without serious difficulty . 

Uh-huh. 

Up t o 200 . 

Up to . 

Yes . I don' t think it ought to be larger tban that. 

Well 

On the whole . 

l'le •re all v ery conservative l'l Xcept Wayne Taylor, wbo 1 s 
been eating beans and shoving a canoe along, and be 
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Just thinks anything Will go . 

Well, I know his radical disposition. 

Xes . 

(Laughs) I think the rate could probably be under 
one percent. 

Oh, you 've had some beans tor lunch too . 

I 've had a little - a few beans tor lunch; I feel 
better now. 

Oh-huh. 

I think it's possible that you could go as low as 
three-~uarters, but I'd ~ant t o think about that tor 
the rest of the week. 

Oh-huh. 

Now, I ' d hnndle it in just exactly the same way as 
we handled the - the Commodity Credit or Federal note 
issue. 

' 

9 ell, I told Bell t hat I wanted exactly the same r ules 
and r egulations as governed our last note issue. 

That's - that ' s - I'm- I•m With you a hundred percent. 
I think that's just right. 

So lf the boys sai d, •Well now, what is i t ?" - "Just 
the same as the last Government note issue.• 

Yes . 

"No change .• See? 

Well , I 1m al l tor that. 

All right. 

I think that's just right. 

And what I - what I thought we'd do is to accommodate 
you wlth the press, I ' d get bold of Gaston and tell 
him to say that next Monday we're going t o otter a 
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note issue • • • • 

Yes . 

... of the RFC. 

Yes. 

Now, do you think we ought to say bow much tomorrow 
morning or •• • 

Uh - ••• 

•.• or let them- and then come along, say, Thursday 
morning nnd tell them bow much. 

\'/ell , of course, if you can tell them how much now, 
it would have some advant ages, because it wouldn' t 
frighten them all t o death. 

All right, now then ••• 

And •••. 

••. we'll take a look. I ' ll ask the boys to raise 
their fingers . 

Yes . 

(Short pause) (To group in room: ) Wait a minute, 
do it - wait a minute, do it again. (Laughs) No, 
fingers. - Well, you - you bad one there before. 
Ob. 

Well, everybody ' s for two . 

For two hundred. 

Yes . 

Well, I think that's all right. 

All right. 

Now, I think - I think the people 1n tt.e market would 
be very much inter ested to know bow, i f at all, that 
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affects future financing of the Treasury; that is, 
a word about the purpose and how it fits into the 
scheme of things •••• 

Yes. 

• •• might remove some IJI¥stery about it. 

Oh, t oo much knowledge in Wall street is a bad 
thing. 

Yes, I k.now that. 

And if we take the veil off the Tredsury, why, we 
never could do any business. 

Well t hey know so maey things that ain 1 t so that, 
you know, one or two definite things that are so 
are very helpful . 

Well, we ' ll just tell them that the RFC is on a 
basis novt jus t the same as Farm Credit or •• . • 

Yes • 

.•• Home Owners Loan. 

Yes, that's all - that's the kind of thing# 

~imply carrying out a policy of the Government to let 
these independent agencies go in the market and borrow 
on their own. 

Yes. Yes. 

And- and I•ll let Gaston handle it and , , , 

Yes. 

••• he'll- he'll do it all right, 

That won ' t affect your September financing really at 
all , will it? 

No. No, 

It'll be 
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No. 

Just tne same as before . 

Yep. 

Uh-huh. Oh-hub . Yes. 

l o. No, I mean the way things look now we 111 take 
a minimum of 500 in September and as much more es 
we can gr&b off. 

Yes. Yes. 

H. li.Jr: See? 

8: 

l:l.~t .Jr : 

8: 

H. II .Jr: 

8: 

H.!.I. Jr: 

8: 

H.IA.Jr : 

8: 

H. t.! .Jr: 

8 : 

H. II . Jr: 

B: 

H. IA.Jr: 

J.es. Yes . Well, I think you could say perhaps 
informally that that will have no - no important 
effect on future Treasury financtng . 

We won' t t ell it to them all tonight. 

No . 

When do you fellows see the press down there? 

Well, we see them at ) : )0, but •• • 

Well, you can follow it up ~row. 

':le can follow 1 t up t omorrow . 

Yes. 

Yes. 

1•11 - I ' ll get it in tomorrow morning's papers. 

I think that ' s f ine, Henry. And then your program 
would be to open the books on Monday morning? 

Close t hem on - yes, and for - payable on the 20th. 

Payable on the 20th. That ' s splendid . 

Now - now just a minute . Kr . Jones wants to say 
something. Just a minute. 

Regraded Uclassified



B.U.Jrl 

B: 

a ..... . Jr: 

B: 

B.loi .Jr: 

ll : 

B.li.Jr: 

B: 

1!. 1oi .Jr: 

B: 

H. l.! .Jr: 

<-: 

B.ll. Jr: 

B: 

126 

-6-

(Jones: Suppose we put tbis note out at one percent, 
three years, and we determine that it ' s slightly 
above tbe market. Would tbat bave any adver se effect 
on future financing?) 

Jones wants to know if we put it out at one percent, 
would that have any adverse effect on future financing? 

Well, it might have some adverse effect on your out­
standing Treasury notes. I think it's a little rich 
and I tbink if you start off that way it means tbat 
it's going to be a little less easy to get tbe rates 
on t>l marke,t at another time. 
~ 

Tbat 1 s the point be bad in mind . 

Yes. 

Well, what we ' ll do is tbis. I'll get in touch with 
you a couple times more. We'll talk Friday afternoon, 
wet 11 talk Saturday morning. 

Very good. 

And I 1ll keep Mr. Jones informed. 

That'll be fine . 

And we - I think we're all agreed v:e want it - give it, 
oh, just a little dash of sweetening the first time. 

Oh yes . Well, I see what Mr . Jones bas in mindi 
that be wants to do a job now that'll make peop e 
want the next issue, and I quite agree on that; I 
think you can do that probably without going quite 
as high as one percent, but achieve the same objective . 

Yes. Well , a lot may happen this week, because the 
market seems to be kind of bobbing around a little. 

<.xactly, yes . Yes. Yes. 

(Aside:) What ' s that? Taylor raises a question 
of a one percent rate, but selling it at a premium. 

Well, that's never quite as good, particularly with 
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these new rules of the - ot the conference ot the 
various superVisory agencies. It means they have 
to start aaortizing ri1ht away. 

Uh-buh. 

They don't like that Quite so well. 

I see. 

But it ' ll go all ri,ght. You could do it, but ••• 

You mean those Cy Opbam rules. 

That's r1ghtf yes. 

Uh-buh. 

I didn't - I tip my bat to him; I didn ' t realize it. 

Yes. 

Be's ... 
Well, we can think it all over . We &ot four or tive 
days t o go. 

Yes. 

!low - now, Eccles wants to - Just a minute - the 
Chairman. 

Yes . 

(Pause f or aside conversation) Oh yes . We've had 
this from Bell: we cannot handle this on a credit 
basis, War Loan account. 

Oh, you can't, bub? 

•o. 
Well , that ' s not seri ous. 

And the - the reeling is that Federal Reserve Syatea 
will not be able to b~ these. 

Yes. Yes . That's - I've been t alking that with our 
legal tallows here. fbere certainly i~ queation about 
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it. 

Nell , ti1at•s a mat t er t o keep within your own shop. 

certainly, yes. Yes. 

Tha t's - that ' s a matter within your own shop, and­
and the Federal Reserve may - Chairman says may call 
an vpen Market Committee and - and look into tha t 
fur the•· . 

Yes. 

He looks a little hungry for a few notes. I mean may •. 

(Laughs) 

And •.. 

Well, it may make some of the other notes a little 
more freely available. \ 

Uh-huh. But just- am I right (aside to Eooles) , you 
want to keep that in the Bank? (Pause f or Eccles• 
answer) 

The Chairman says don' t t ake a positive position on 
that, because he - be wants t ime to think it over. 

Yes. We ought to lmow by Uonday what we're going to 
say when people ask us the questi on. 

Yes. And would you - is it you or Bell will be 
getting tbe circulars out in advance? Bell. Bell 
says he ••.• 

Bell's the f ellow, yes . 

All r ight. 

Yes . Yes. 

Well, you - after all, the Federal Reserve ought to 
be able t o make up its mind in six days. 

Ob, that ' s expecting a good deal , Henry. 

(Laughs) 

(Laughs) 
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B: 

a.Y. Jr: 

B: 

B.M.Jr: 

B: 

-9-

All ri&ht. We•re all teel1Dc better. 

That's right. • 

All right . 

Very good. 

O.K. , goodbye. 

Goodbye. 
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Jul7 5, 1938 

HK,Jr telephoned the Preaident at 2:30. 
Pre1ident aa1d, •Hello , Henry, how are you?• 
answered, •I a m fine , Kr. Prelident.• 

'fhe 
IDI,Jr 

Continuing, IDI,Jr aa1d, 0 I want to tell you 
that we have wolited out an arrangement to sell the 
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RFO notes i n the publ1o ~rkat and I had Je1ae Jonea 
and Eoclea here and it will be in the papers t omorrow 
morning. We start with a 12oo,ooo,ooo 3-year note 
whl.oh we will get f or 1~ or leaa. ETeey three •ontha 
we will sell t zoo,ooo,ooo, eo t hat at the end of the 
year he will be getting hie money tl'o•- tha lll&rltet in­
ate ad of the Treaeuey. ~t it doe1 i1 that it ea1ea 
the pre1aure a little bit on u1. I think it ia a good 
move and I wanted to tell you a bout it.• 

The President said, 0 I think 1t ie var 7 good. 
That i a fine. I will aee you tomorrow. We are 
lunching together.• 

oOo-oOo • 
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a.oretaJ'7 J~orpDnau 

SubJect: 

Mr. Baa~ 
F1eoal ~~1938 re98nuee &ft4 reoe1pte. 

Total rennu .. aDd reoe1pte (general ud epeo1al acooUIRe) tor 
the t1aoal :rear 1938 ucnmted to t6,2~1. 7 111111one, d&1l:r .!reaearr 
etatemant baeh, or 1.2 percent len tilan thl eett.ate ude laet 
December. 

The tollonns table preeente a o~eon ot the eet1-tee tor 
tbe tlaoal :rear 193~ ehoa 1n the Budget Keuage ot Juuar;r 3, 1938 
and tbe aotual reolipte ehoWII 1n the d&1l:r etat._t ot the UD1ted 
Stat es 'freaeur:r dated June 30, 193~: 

Eet1ute4 1 Actual 
reoe1pte reoe1pte 

n 
General and 8peo1al Aooounte 

Internal rennue: 
Ino011e taae t2,692.9 t2,6311-.6 -·5~·3 - 2,2 
IUao. internal re98nue 2,279·5 2,279·5 0 0 
Other 1nteraal reTeaue: 

'faae UDder 8oo1al 
Seour1 t:r Act 571.0 ~.-- + ,.-- + 5.a 

'faae on carriere and 
t h eir e~~p1o:reee 150·3 150.1 .2 .1 

'fax on unJuet enr1oh- .z + 1~.2 Mnt s.z + 
Total other internal 

reTinUe 

Total internal reTenue 

Cuatoae I •;~.s.l I l5!.g -~.1 - ~.~ 
IUaoell aneoua reTenuee 

206.!'.i I and reoe1pte I 20812 !11aZ • !I 
Total reoe!ft1, pneral ' and epeo1 aooounte . i t6,320o5 t6,2~1. 7 -t7d.d 1.2 
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The fiscal year 193~ receipts of $6 , 2~1. 7 millions repre­

oent t he largest receipts of the Federal Governaent in an:r 

r1scs l year with the exception of fiscal :rear 1920. It amounts 

to $9~7 .9 mill i ons, or 17.9 percent more than the $5 , 293 .~ mil­

l i ons of total receipts to general and special accounts t or the 

n scal :rear 1937. Gains in revenue were widespread among the 

numerous sources. Income tax receipts including back taxes and 

excesn profits taxes showed a gain ot $~77.1 millions . This 

l arge i ncrease of receipts from this source is ascribable both 

t o t he higher levels of income 1n 1936 and 1937 and to the full 

ef fect of t he various features ot the Revenue Act of 1936, such 

a s t he increases in rate scales , imposition of surtaxes on un-

~stributed profits, and subJection of dividends to the 

"i ndividual normal tax. Another notable increase in these re­

ce1ut e is t he $502.0 millions increase in receipts from the 

varl.ous taxes on payrolls. This increase was caused b:r the 

hi gher eff ective rate of tax on e lo ere of ei t or more, 

r ecei pts from the employment tax o near y a u :rear s ia­

bility, and the payment or the liability in reepeot ot five 

auarter s of t he tax on carriere and their egployees, which 

r epr esented praotioally a new source or revenue\due to the liti­

gat ion wb1oh restrained the collection in the fiscal year 1937 

ot all but $300,000 of the accrued liabil ity under t he previous 

law. !.tiecellanecue internal revenue increased $9g. 3 111llione 

and customs receipts showed a decline of $127.2 millions from 

the r 1so81 year 1937 level. 

The following table pre sents a comparison of the revenues 

and r eceipts to general and special accounts in the fiscal 

years 1937 and 193g shown in t h e daily st atement of the United 

Stat e& Treaeury dated June 30 , 193g. 
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. . 

General and Special Aooounta 

Internal revenue: 
Income ta.xea 
IJisG. internal rennue 
~her intarnal rennue: 

Taxes under Social 
Seour1t7 Act 

Taxes on carriere an4 
their emp1o7eea 

Tax on unJuet enrioh­
unt 

Total other internal 
revenue 

Total internal revenue 

Cuatoma 

~eGe1laneoua rennuea 
and reGeipte 

Total reGeipte, general. 
and epeoial aooounta 

.. 
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ureaae 01' 
Piacal. P1acal. : deOPeue -) 

7e&l' ,.ear 19~ tro• 9U 
: 1937 : 19~ LiOUJii 1 Perotni 
(acDe7 f1gurea iD ailliODa or 4ollara) 

252.2 6oll-.ll-

·3 15().1 

5·9 5·7 

I 258.~ • 760.2 

111-.597.1 15 .67~.3 

• 11-86,11- I '}59. 2 

I 210.'} I 208,2 

15,293.8 16,211-1.7 

• 
• 
-
• 

352.2 + 139·7 

1~9.8 +11-9,933·3 

,2 - J.! 
501.8 + 194.2 

u .on.2 + 2'}.11-

-I 127.2 - 26,2 

-1 2,1 - 1,0 

+$ ~1·9 • 
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TREASu.-v DEPAin"MENT 

IHTP OPPIOII COM .. U NieATION 

•o Secretary l!orgenthau 

Subject: The Busineee Situation, week ending July 2, 193~ 

Summarr 

(1) 

FUrther improvement 1n various business series contiraa 
previous indi cati ons that an upturn i n business activity is 
getting under way. 

(a) Steel activity has shown a contra-seasonal 
increase tor the f ourth consecuti ve week, and 
automobile production h..'l. s continued to hold -
i t s previous gain. 

(b) Stock and commodity pri ces have had a turther 
sharp upturn. · 

(c) Department store sales have extended their 
upward t r end. 

(d) Heavy buying 1n the cotton textile markets 
has continued through t he second week . 

(2) 

The background tor the busi ness outlook 1n this countr y 
has been strengt hened by an imporvemsnt 1n business confidence 
1n Great Britain, simultaneously with improved confidence in 
t his country. An increased demand tor motor care in England 
1s report ed; sentiment in t he steel i ndustry is more optimie­
t1o; and textile sales have expended. 

(3) 

The upruah 1n the atook market , partly due 'o heay:y short 
covering, h8a apparently outrun t he immediate buaineaa proe­
pect . Investment buying should provide market support on 
r eactions , however, i n view of t he ~proved confidence 1n t he 
bue1neas outlook. 
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(4) 

The prospect for i .no:reaeed aoU Yity in ~e oountey • e two 

leading industriee et:rengthene the outlook for the i ... 41ate 

tuture. 

(a) Increaling eteel operations at a ti .. of noraal 
seasonal decline testifies to an increaeing 
demand, deepite eome tendency to wi thhold ordere 
because of price uncertainties. 

(b) The hea•ieat textile buying since March, 1937, 
proaiaee a continua tion of the recent impro•e­
ment in cotton mill activity, while the near 
proepect ot eerioue weeY11 da~~age to the cotton 

crop •aT encourage a speculative booa in prices. 

• • • • • • • • • • 
The steel situation 

Steel operations 1ncreaeed th1e week for the f ourth week 

ln succession, reaching 28. 7 peroent of capacity, up . 7 point. 

steel orders tor the week ended June 23 declined to the equiva­

lent ot 26 percent ot capacity, ae compared with 29 percent the 

previous week. Although two day a ot the stock lllarket rise were 

included in th1e period, the uncertain price eituation baa 

apparently held back n•w ordere. 

Since the week of JUne 23, trade reports indicate soae 

increase in demand tor eteel, of which the contra-eeaeonal in­

crease in eteel operations providee confirming evidence. On 

thie point, the American Ketal Market mentions that earlier 

plana tor a cut in production in eome districts were abruptly 

belted by a broadening of de~~and. In the Buffalo 41etrict, for 

example, Bethlehem SteAl had lighted two additional turnacee on 

June 13 to take care ot a small accumulation ot orders, expect­

ing to drop them the following week. However, plant ottioiale 

said that an influx ot une~ohd ordere had IIB.de it neoesaar,­

to continue all open hearthe indefinitely. Republic Steel, 

operating t wo out ot nine turnanoes, also ea1d new bueineu had 

shown an encouraging upawirg during the past week. 

Revertheleee, the uncertaintiee and oo~l1oationa attend­

ing the recent price cute and ellJdnation of bae1.ng point 

41tterentiale haYe undoubtedly held back a ooneiderable voluae 

ot possible bueineea. BQTere now have the additional problea 

of aalting new c&loulaUone to 4etera1ne where they can pt 

eteel cheapest. A Pittsburgh newe itea aenUone that oa the 

price out announcement bf u. s. Steel, buyers ot alaoet all 

' 
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t1n1sbed steel products decid~d to bold back orders until 
t he whole situation should becoge straightened out. The 
American Metal Market ears editorially that 1 By no means will 
buying and production be immediately stimulated. Rather, 
buyers may be disposed to hol d ott until the last word hae 
been spoken.• l.!id- year inventory taking will also tend to 
delay steel ordering at this time. 

The new price schedules do not eliminate the baaing 
Point system, but they do eliminate d1tterentials bstween 
basing pointe. This has the effect ot cheapening steel 
Prices most in the districts farthest removed from Pittsburgh. 
Purchasers in the Southern (Birmingham) district will there­
tor e reap the largest benefi ts. Many ot the smaller steel 
companies are greatly upset by the change in price policy, 
claiming it will work to the advantage ot u. s. Steel and the 
l sr ge independents. 

Following the price cut on steel products , a series ot 
?rice reductions have been made on other related Products. 
A general reduction of $~ a ton in pig iron prices is called 
the most drastic in the history ot the industry. Prices on 
cast iron pipe, on black and galvanized piping, on Wire 
products, a nd on rivets have been reduced, and the price ot 
coke , used in blast f urnaces, has also been lowered. 

The various pr i ce reductions appear to have improved 
the outlook tor steel activity during the tall. They have 
beon made at a time wh.en they will be of max1mum benefit to 
the aut omobile i ndustry 1.n its steel buying tor 1939 models, 
and some increase in demand from the railroad and building 
industries may be expected as a result or the reduced prices. 
The eftectivenees of the price reductions on steel is in­
creased by the upward ~rend of basic co~dity prices. 

Imoroved proeoects in textiles 

The immediate outlook for the country' s eeoond largest 
industry has been greatly improved by t wo sucoeeeive weeks 
o! heavy textile buying, particularly since cotton mill 
~ottvity had already started a rising trend. The New York 
Times adJusted cotton mill index for last week rose to 9~. 6, 

the highest since early December 1937. If textile eales 
cont inue even fairly large, it is taken tor granted i n the 
textile trade that mill activity will increase substantially. 
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Cotton textile sales during the first week of heaTT bUJ-
1ng were reported ae the largest ainoe Maroh, 1937, wUh 
print cloth ealea equiTalent to 5 or 6 weeks' prodaotion. 
Textile pr1oee baTe been aarked up with the laproTed deaand, 
oon!irm1ng preTioua belief that the GoTernaent bought ita ra­
oent huge w.P.A. oloth order at the lowest leTels of the 
pr1oe decline. The firet week of heaTY bUJing ended With 
moat s t andard cloth constructions 3/8 to l/2 oent higher than 
at t he beginning of the week. 

In Chart l we show a comparison of new orders for oot ton 
and rayon received by Pacifio Kille, by weeks, with the trend 
o! cotton mill activity. Although orders in recent .antha 
bad been moderately high, part of them had eTidentlJ been 
tilled from inTentoriee rather than fra i ncreaee1 ..-o.uonon. 
The r ecent upturn in alll activity euggeete that stocks have 
beoome depleted. 

Reduoed ootton orop prospect 

The proepeot of an upturn in textile activity during the 
summer and fall ie aided by the poeaibilitJ of a speculative 
pri ce boom, since t he ootton crop aeema headed tor a season 
of severe weevil damage . Reports from the Government and 
!rom State and private agencies indicate that weevils are mor e 
numerous than last year. The crop ie now in the oritioal 
weevil period. If oool and ehower1 weather continues during 
the next two or three weeks the weevil will deTelop rapidl7, 
and a drastic reduction in yield per aore will be inevitable. 
In ever1 fear since 1927 a period of bot weather baa been ex­
perienced during June or early Julf, eufficientlJ prolonged 
and wi t h t emperatures sufficiently high to deatro7 aoet of 
the first brood of 7oung weevils, and allow the orop to get 
ahead of t he next broods. Thia year no euoh weev1l- killiDC 
weather baa 7et appeared except in limited areas. 

An1 rise 1D ootton prioea whioh aigbt reeult froa a 
weevi l scare would probablJ not get under W&J until after the 
present uncertaint7 over the cotton aor•aa• baa been r eaoved 
by the official aoreage report , which will be ieeued on 
July g, !he Aaerioan Cotton Cooperative Aleooiation eetiaate 
o: cotton aorellie, Juet received, ebowa a reduction of 27.9 
percent from last year, a 1111oh larger reduction than expected 
by the cotton trade. 

The price rise would probablJ not last loncer than aarl7 
September, at whioh tiae hedge preeeure would beooae an la­
portant a&rket factor. Later in the eeaeon the rise aight be 
r esumed under the influence of iaproving industrial de .. nd. 
The extent of aD1 price UPturD would be 11a1te4, however, b7 
the voluae of loan cotton wh1oh would be liquidated ae prioae roae. 
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Stook prioes outrun bua1neal 

Stook pr1oes hA•e continued their rise this wee.k on increased •olume, with the industrial and utility groupe 
re~ohing new high le't'els for t he year. It may be well at this point to cone1der whether the ad•ance may not temporari-17 have carried stock prioee too tar ahead of the bue1neee unturn wbiob they are in process of discounting, particularly 1n view or the tact that a considerable part or the recent rise has aoparently been due to short covering, a transient 1ntluence. 

In Ch.art 2 we compare the trend of the Dow-Jonee indus­trial group since last July with the New York Times index or business activity. The low point tor all three major stock grouos in the stook market was reaobed on U&rch 31, hence the rise in t he stock market has be.en under way tor a full Ulree months. During th1e period the Dow-Jones industrial anr age hae recovered 43 peroent of the entire deoline from last August. Since the New York Times bue1neee index at the peak l as t Augus t was 111, and the low (in early June) was 75, one may say very roughly that the industrial etook aver age at this l evel hae discounted a recovery 1n the index to some­where near 90. 

138 

Obviously such an upturn i n business would represent too rao1d a r ecovery for the immediate f uture, which suggests that stock prices may go through a waiting period while actual business oatohes up with the advance. On the ot her hand, the increased volume or funds seeking investment s ince excess re­serves were eXpanded would probably Justify somewhat higher levels of stock prices than before 1n relation to business activity. 

The a1gn1t1cant tact remains that , r egardless of reao­tlcnary tendencies from here on, the stock market hal given ccnvincing evidence that a turn in business is at hand. This will provi de a sunoort to the market 1n the form of increased investl!lent buying' on reactions. 

Sentiment i moroved abroad 
The background tor business reoove:L'y in this country hAs been s t rengthened by increased business confidence abroad. Sentiment began to improve 1n England even before the upturn 1n our markets. Under the heading •te Confidence Returning'" t he London rinancial Times of June 1~ stated that it was un­deniable that confidence had been gradually oreep1ng back ever since the OzechoeloYalt1an oriels had been bol dly dealt •1th in Uay. It mentioned that the instantaneous eucceae of the LSo,ooo,ooo Defense Loan had g1Yen a powerful tonic to carkete, and not ed the following indications of returning confidence: 
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1. Retail ers ot motor cars in Great Britai n are 
report ed to have experienced an une.xpectedly 
sharp revival or demand since tine weather 
s et i n. 

2. "The recent shArp rally in wolfram (tungsten) 
gives color to reports tha t the leader s of 
the British steel industry are becoming a 
l ittle more hopeful as t o the outlook.• 

) . •Manufacturers ' inventories on both s i des of 
the Atlantic are a ssumed t o hAve already 
been brought down to healt hy proportions. 
If any lar ge sect i on starts a buying moveaent 
the rest will, it i s thought , be quick to 
f ollow. • 

4. London stock brokers report that • some of 
their bi ggest cli ent s, att er hAving kept for 
months to the sideli nes, are now inquiring 
what they should buy.• 

i39 

Recent cables to the New York Cot t on Exchange state t hat 
yarn and clot h business at Usnchester hAs expanded, and t hat 
sales by Lancashire mi lls are running well ahead of current 
out:;>ut. 

The London Times mentions that • since the Anglo-American 
depress ion of the past nine or twelve months has been so per• 
oendicular, the upward awing may, when i t comes, be more rapid 
and violent than in the normal course o! the trade cycles. • 

Business series improve 

Additional evidence ot an improving business trend in the 
United States apoeara in t he f ollowing items: 

(1) Department store sales last week made the 
best comparative showing since last April, 
extending their recent rising trend. 
Aooar el stores in New York and Brooklyn 
regi s t ered a 2. 4 percent increase over 
1937· 
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A eteel 1nYentorT eurTeT bT the aaga&1ne Steel 
ehowe 1nYentor1ee abnoraallT low aaong eteel 
coneumere generall T, 1nd1oat1ng that tb1a tao­
tor baa oaaead to be a brake on production. 

The 1~roYe•ant 1n the ateel operating rate 
baa been ratleoted 1n the heaY1eat week-end ot 
iron ore tratt1c on the Great Lake• e1noe the 
eeaeon opened. 
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Stcretar:r of St~tt, 

Washington. 

• 

10651 July 5 1 6 Po mo 

PROM COCHRAN. 

-· 
• 

Par1a 

DatEd July 5 1 19S8 

Rto l d 3156 P• • • 

French control apparently gained good amount of 

sterling today at increasingly favorable rates opening 

at 177. 88, and closing at . 83 . Dollars in general 

demand and especially strong against stErling. Vucb 

continEntal buying or dollars attributed to inttrEat '. / 

in AmEri can stock markEt. National Bank of Btlgiua 

continuEs to acquirE gold in London. 

BULLITT 

CSB 

·- ... 

\ 
I 

' 
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PARTUL PAJU.PBR48~ 01 ULIOJW( RIOIIVED 

FR<li: American Elllbaeey, Parte, J'ranoe 

DATE: July 6, 1938, 5 p . m. 

NO.: 1073 

FROl! COCHRAN. 

14 ~ 

This morning at l1al!-paat ten the Bank o! France 

i nformed me t hat by that hour· the French control bad 

gained about one-halt million pounds, principally through 

cashing and conversion o! divide nd obeolta on aecuri tiee 

o! Royal Dutch. On Tuesday !our hundred thousand pounds 

wa s n et gain o! the control. 

On market t oday ! rano strengthened ! ram 177. 83 to 

.75 but late this evening market was bidding !or sterling 

at . 77 . Dollar bas continued very strong today with i m­

port ant d emand therefor !rom London. Belga showed sympa­

t heti c 1mprovecent. 

Unfavor able French trade balance ! or June was one 

billion !ive hundred twenty million tranoa. Total deficit 

! or first six months was t herefore nine billion three 

hundred thirteen million. 

Bank o! France t elephoned me thie afternoon ae 

follows: In the matter o! &panieh gold, the Fi r at Challlber 

ot t he Parie Court o! J.ppeals announced t his noon that it 

is incompetent to give a referee verdict in the matter and 

tbat t he bank eball continue to bold the gold pending a 

l egal 
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lep.l 4eot.1oa to be an1Ye4 a~ anu full oour~ aaataa­

uon ot the IM1'1te of~· aaee aa4 of ~he ola1 .. 1wo1Ye4 

(••• ay 983, June aa, & p.a.). 
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This tor-• at ~he Jl11l1e'Vy of naaaoe I -• 1afone4 

b y Rueff tlat the J'r&Doo-Geraaa -ero1al &ll4 4Rt 41e­

ouse1one are oont111U1q, 'but as yet they llaYe reaohe4 110 

detillite &if••••'. 
BULLift • 

• 

.. 
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.)per a tor: 

ll . .l.Jr: 

llr . Stett1nius • 

Thank you. 

Go aneaa . 

Hello . 

JUly 6, 19)8 . 
9:17 a . m. 

t:l:taro R . 
Stettinlus : rlel!o . 

fl. 'L Jr: 
~·;, 

ri . ! . Jr : 

S: 

. I. .! . Jr : 

~. v . 

d .. &. Jr: 

d . : . Jr: 

J : 

H.i.!.Jr: 

... , 

ri . :A.Jr: 

:> · 

H. :l . Jr : 

• Henry Morgenthau, Jr. 

Yes, Mr. Secretary . 

How are you?· 

Fine, no~ are you, sir? 

I' m v et"/ well. I ' m a lmos t ready for a vacation • 
Good . 

Ur . Stettlnius, I •m calling up for this. Naturally, 
I 1 m v .,ry mucn interested 1n noN lYe ' r e getting along 
on r ecovery . 

~es . 

hnG 1 wondered if you woulc care to tell me - whether 
you•ve nad a long enough t ime t o have any reeling 
as t o whether - what effect your reduction in prices 
bus nod on your o1m business. 

It 1 s llo.d - it 1 s bad none ln t he right direct i on, but 
Ne feel it ' s too soon. 

I set~ . 

But there ' s been - there ' s been no - no pic~up in 
VOlWie ••• 

There has not . 

••• wbutsoever as a result of that move yet . 

Ub-huh. 

Regraded Uclassified



S: 

H..I& . Jr : 

S: 

d.l.I . J r: 

S: 

ll.r.! . Jr : 

S: 

H. I.I . Jr: 

S: 

H.M .Jr: 

S: 

ll . loi . Jr: 

S: 

II . M.Jr: 

S: 

B. li.Jr: 

S: 

H.U. Jr: 

S: 

I 

-2-

Of course, we' r e hoping that that will come. 

You -you understand what I'm asking, it ' s just 
f:>r U~YSelf . 

Oh sure, I understand. 

I think by now you know tha t . 

Tha t' s right. 

But you haven't got the feel of it yet. 

No, it ' s a little - it' s a little too soon. But 
generally speaking, I'd say that the boys on the 
firing llne are a l ittle disappointed . 

A 11 ttle d1 sappoi.nted. 

Yes - that the reduction didn' t bring about en 
immedia te response. 

I see . Ur. Stettinius, you ' re not coming to 
Washington in the next ten d ays? 

It's possible that I might try t o be down there 
next week. 

147 

Nell, I •m going away on the 15th; if you are here 
next week, let me know a day or two in advance, and 
I•d like t o ha ve a chat just on this . 

All right, fine . 

And ... 
Now, are you going to be - you•re going to be 
there ell of this week end all of next up till the 
15th. 

Up till t he 15th . 

Fine. 

And if you come down, wbf, if you let me know in 
advance, why, I'd like to have you have lunoh with 
me . 

Fine. Thanks ever so muoh. 
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And the reason you never heard from me ag~n after 
that last meeting was that I had notbing £o say . 

Ha ha ha l Righto l 

So there was no use calling you. 

I understand. 

All right. 

Thanks ever so much. 

Goodbye . 
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GROUP !lEETING July 6, 19)8. 
9:)0 a .m . 

Present : 

R.U.Jr: 

Banes: 

rl.M.Jr: 

Oli,>hant : 

H. li! .Jr: 

Haas : 

Gaston: 

Hanes: 

Raas : 

nones: 

Raas : 

H , .J . Jr: 

llr • ll.ag 111 
llr. Taylor 
ll.r. Oliphant 
lllr. Hanes 
Mr. Gaston 
Mrs Klotz 
llr. Haas 
!lr. Gibbons 
.llr. Wl:li te 
llr. Locllllead 
J.lr. Bell 
J.lr. Upham 
llr. McReynolds 

George, I 1m going to give this to the President; 
so if I can have another one •••• 

Hello, Hanes. 

Good morning, Mr. Secretary. 

Do you know everybody? 

Here's a chair. 

Anybody you don' t know? 

I don ' t know him . 

llr. Baas. 

Very glad to know you. 

How do you do . 

Glad to see you (Magill) . 

George, I notice in this report - incidentally, I 1d 
like Yr. Hanes to get a copy of it too from now 
on, see - .• . 

Yes . 

• •• that you talk about the Bethlehem Steel at 
Buffalo and the nllllber of furnaces they've got . 
Have you noticed today - I see they've blown a 

I 

' 
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couple more. I saw it in the Times . 

That's all to the good. 

What? 

Ano t her r aindr op . 

On the other hand, I talked to Mr. Stettiniua, asked 
him how he felt - this is very much i n the r oom - and 
he said tha t the boys, to use his own words, on the 
firing line were disappointing; but he thought it 
was t oo early to tell. But be said he'd be down 
next week . 

Ull-huh. 

But if you would- because this goes •.• Taylor 
gets a copy . 

Taylor gets a copy . 

White gets a copy. And one goes abroad. 

Goes abroad . 

I think you' d (Banes) be interested . 

And Dan, I thought you were successful 1n stop~ing 
7/allace from buying cotton for mattr esses . 

(Laughs) 

I thought that that was going to be done by Hopkins • 
• 

I was successful in stopping one four million dollar 
allocation, but I didn't know - I don' t ~ow about 
previous allocati ons , whether he 's using that for 
mattresses or not . 

Three and a half million. (Hands Bell newspaper 
clipping) Could you find out? 

And the other thi.ng, Dan, you mi ssed out on S~tting 
t he ten million dollars for cloth.ing to come out of 
t he l ast year ' s fund - comes out of the 25 . 
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•rl l.J 

That ' s right, t hey couldn' t obligate lt prior to 
t he 6 th of July to save t heir necks, so I t ook 
ten million of t he old money and transferred it 
to Farm Securi~; Administration and r equested t hem 
to nold it in reserve . So I have 20 million dollars 
\lith t he Farm Security Administration which can be 
used tor direct relief next - this year . 

How much? 

:w million dollars . 

•:rny not 25? t ·-"-
That ' s all I had in unobligated balances . I put 
the 20 million over there, end we still have 15 
million of the nen money . 

Got 35 instead of 25. 

1/ill you do something for yourself and the President 
ana rny,self - wi l l you make e note? I' d like you -
maybe you got it- to ask each agency that' s going 
to spend to give you the best estimate they can, 
on the bs sis of 12 months, of bon much they 're going 
t o spend eacn month and how much employment t hey ' re 
going to give . 

I nave the expenditures for six months end the cash 
position. I made that up tne other day, based.on 
tnat, but coaterie.lly r educed 

Vlell , l' d like to jus t amend 1t a little bit. I ' d 
like to put 1t this way. Of t he money t he t' s voted 
by Congress, I• d like these agencies that h~ve this 
money tog ive us an estimate how long they ' 11 t ake 
to spend all of it. ln other words , ·ma t I' d like 
t o give the President in front of him is & chart: 
Public olor Ks - wha t i s i t, a billion four or L billion 
five hundred ••• 

••ell, a billion; 450 i s t he roll-over. 

Yes , what ever it is. And t hen carry t hat t hing over -
out t o wha t they claim anyway, see? Now, you und I 
think it wi ll go to 1940. And t hen the employment, 
then the E!opk.ins people, then Nathan Straus end his 
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housing . Be 's gi van me a ••• 

I got it. 

He ' s given us that. Then underneath let's total 
it for the President by months - so much money, 
so much employment; carry i t out to 1940, whatever 
it is. Then he has a master chart in front of hi.m. 
hOd then I t hink if he'd be willing to go on and 
publish it ..• 

Nell, that ' s the danger. I was going to ask about 
that. 

All right. 

I don't think it's worth tbe paper it's Rritten on, 
and if you make it public, why, ••• 

Do it for me anyway. 

I'll ao it for you, but I hope it won't be made 
public . 

For your own purpose I wonder if t his additional 
suggestion would be helpful: if you could break 
down those expenditures each month into two cate­
gories . They have very different effects on the 
amount of employment. I can suggest the cateeories 
to him. But I thiru< that will give you a better 
picture of the actua l additional employment. 

Talk to Bell afterwards . But there is no place, 
is there, a master chart like that. 

There is no chart a t all, no, sir. The nearest you 
have to it is my cash position. 

Well, if you'd like, let White and Haas take a ::.oolt. 
V/ould it r1lsh the boys too much to let me have it 
by the middle of next week? 

No . 

I think tbe amazing thing is that it isn't there . 
Whet? Rushing too much? 

' 
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I don't think so. I tnink I can get it pretty 
promptly. You just want the main ones. 

Yes. 

l>merg ency. 

153 

Yes, all of them, just as much as we can to have 
an intelligent view of how long this Government's 
money is going to last, how fast they think they ' re 
going to spend it, when it ' s going to peter out. 

Did you want the effect or naval construction in 
there? 

Yes. 

Why not have two: one on emergency, and one, i n so 
far as you can, be a complete expenditure. Be a 
very valuable chart. 

~omplete expenditures wouldn' t be worth much, Harry, 
except on these special programs . 

Except I was think1Df or t he i nclusion or naval end 
others in which they re pror a ted, which are heavier , 
come rather later, take much more time. 

Let ' s have - anybody tbat has any suggesti ons write 
a memo to Dan. But do you ge t th.e i dea, Dan? It 
mil.)' not be worth anything after you do it, but I'd 
like t o take a l ook a t it . I mean no business would 
run itself on a basis without having a t ot al like 
that. 

We 've go t one, Vr . Secretary, which shows the t otal, 
which we based on the figures which Dan spoke about. 
It's practically done. But it doesn' t show the 
breakdown that you want. It shows the net cash 
deficit . 

Well, a JVWaY, I'd like t o have it myself, and anybody 
in the Treasury who ' s interested, plus the President. 

Mac, I thought you were going to buy eight trucks a!Xi 
move that silver. I see in the paper that you let 
the contract. 
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Yes . 

Ylas that a union fellow you got to do it? 

Yes, we got a union fellow. 
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Yes, it ' s a union fellow, because he heard yesterday 
that his drivers were going to go on strike this 
mornirg. 

(Hearty laughter) 

Not only that, but tllt:(want - the union wants to 
put t ·wo guards on tor every two guards that tile 
Coast Guard have. They demand that. 

I suppose, to be a little sarcastic, with Nellie 
Tayloe Ross getting all the publicit y, she Will 
continue to look after it . 

I imagine so . 

The buying trucks - when they came down to actually 
making their plans, it turned out tllat they were 
asking for tvtice as roany trucks a s they originally 
estimated, and tha t was ridiculous, put it out of 
all reason to spend that much money for it. So I 
th.ought we'd better make just an economical contract. 
I don't know bow much l abor trouble tlley 1 re going t o 
have, but a fter all, we accepted a union contractor . 

Oh, if there's trouble, don' t come to me about it, 
because I O.K.'d the trucks . 

I know you did. 

I'm serious. I O.K.' d the purchase of trucks . Now, 
if ¥ou're going to have t rouble with labor unions, I 
don t want to get into it, Mac . 

I don•t think there will be any trouble . 

Decause I thought t hat was the reason we were going 
to buy the trucks , so we wouldn ' t have any trouble. 
Bub? 

That was, but men it cue to tile question of 
spending $125, 000 for trucks instead of $50, 000, 
which was the original e stimate, I thought it was 

' 
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out of reason. 

Well , anything else? 

Nothing of any importance. I 1ve got this wire of 
Gutzon Borglum1s. I got a memorandum •• • • 

Herman Oliphant's on it , and you suggested ••• 

No, I'm not . He t old me be would telephone Kcintyre 
and ask the President'to l e ave my name ott. 

" by should KcReynolds ... 
That was his idea - I mean Borglum' s idea. 

Borglum's idea - be tried to get Berman and Herman 
ducked it. 

I don't think that's fair, after having fathered 
those faces out in the Black Bills . 

Want to put Herman' s face up there? 

Well, why should any Treasury fellow go on? 

It•s a 4uestion of • ••• 

You don't want t o go on, do you, Mac? You want 
to .go on, Steve? 

What is it? 

llo - I mean if anybody ... 
Bow many votes? 

If anybody wants to go on, let somebody go on from 
the Art Section. 

Ned Bruce wanted to go, but then he found • ••• 

If anybody goes on, let him go on from the Art 
Section of the Treasury, but otherwise I don't see • •• 

Inasmuch as Oliphant doesn't want t o go on- I mean 
can't you spare a lawyer? 
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Well, Cairns would be useful t o him. It ' s a 
broader thing, I think, tban a Treasury thing. 

I don' t thl.nk the Treasury should go on. 
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I think it' s individuals r ather than departments. 
The person who goes on would go as an individual -
a permanent broad thing. If anybody i s interested 
in it ••• 

Anybody in the room want t o go on? 

What i s it? 

It's a Gutzon Borglum Memorial . 

Yermanent Commission f or the Memorial. 

To carve pictures on mountains? 

Went t o go on? 

Sure. 

It's a beautiful thing - wonderful. 

Waste of the public money. I don't think any 
Tr easury official s hould go on. 

Herman, don' t take it so s eriously. Come on, 
Herman, smile. 

' 

I feel fine this morning. I read Kintner last night. 

That's more than I did. Wby didn't you read tbe Bible? 

I do, as a matter of fact. 

riell , Uac, as my administrative assistant, I leave 
it t o you. 

aell, I t old Gutzon wben be called me • •• 

All right, Mac, you take it, will you? I mean you' re 
not going on, are you? 

t.lcR: No. 
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All right . 

I tbought I'd clear it with you. 

All right. To be serious, there is only one Art 
Section and I wouldn ' t move al\)'tbing on tbat unless 
Ned Bruce O. K. 'd it. 

I'll tell it to him, 

All right. 

Nothing, Mr . aecr etar y . 
- "'"!W 

I got your memorandum. 

Thank you. 

Dan? 

I have notbing . Tennessee Valley may be in in a few 
days to get approval on a two million dollar bond 
issue to take care of that utility . 

Let•s give them tbe money out of the Treasury. 

We can't buy the issue, have no authority, but I 
think maybe R.F.C. can. Hamilton said • ••• 

I don't want to go into tbe market for two million 
dollars. 

I told them you wouldn' t . Tbat 1 s the reason t hey 
went to R.F. C. I tbink Jesse Jones will take t he 
two million i ssue . I tbink you also ougbt to tell 
Jesse fie's got to bold it, be can' t sell i t. Have 
a provision in it regarding tbe Panama . 

Vlell, will you and Vlayne fix me a let ter to write to 
Jesse? 

Yes . 

But don ' t let bim put it in tbe market . 

Tbat•s right . I don' t tbink he would put it on the 
market anyway . 

"' 
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They've both got this circulatJ.on privilege attached 
t o it, which we don't want. 

Well, will you fellows wr! t;e me a letter? 

Yes . 

Any thing else? 

No. 

~e can 1 t find that f oreign partici pati on in t he stock 
market is ha ving afb' effect on the exchange r a t es . 
The volume is so small that, even t hough sterling bas 
been a little weak, it is more seasonal trend t han 
securities •. 

Hanes, whatever happened to the man S.E. C. sent over 
to London to make a study? 

He ' s completed that stu dy and I think he gets back 
the middle or latter part of July. 

All right. We ' ll get •••• 

Got a first draft jus t t he day before I left. 

All right. 

And I told the Spanish Ambassador last night we ' d 
take another s11+pment of fi ve million ounces and 
that 1f he didn t hear by t onight it would again 
go on a ship wi th a United,States flag . So if you 
f ellows b.ave any reason wby it shouldn't - now, if 
there ' s any question I ' ll call up the President of 
the American I nterna tional and tell them that I'm 
going to put it on their ships, and is there any 
reason wb.y he doesn't want it? Personally, I think 
he 'd be foolish not to take the business . But if 
I don't hear by four o ' clock t onight, I 'll take it 
that it will come on an American flag ship. 

And if that gets in while you're away, we ' ll use 
t heir regular gang of hijackets . 

dave you heard the story? 

., 

' 
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Yes . 

It ' s a pip, ian1 t it? 

Yes. 

O.K. 

159 

• 

Did tney get that silver that came·1n yesterday 

through the Port of New York all right? They were 

going to eeize it, or were threatening to . 

If you're interested, let Dietrich tell you about it. 

Get Dietrich to tell it to you when you have two 

hours . 

Dietrich is r eally enthusiastic about the Secret 

Service. 

If you want to hear how he personally took it ott, 

just let him tell yo~ . 

They wanted to take it off down the Bay . 

We•ve been going over all these cases, and Bob 

Jackson is gone until the first of August; I 'll 
call up the Attorney General myself . 

All right, O. K. Anything else? Harry? 

Only two minor items. You probably noticed within 

the week there was a report that the Canadian 
Government is taking over completely the central 

bank. They have partial control which they got in 
136; they acquired a major portion of their stock 

and control . But now they ' ve taken it completely 

over. It ' s an indication of the trend that there 

is in various countries. So that the Central Bank 

of Canada Will now be owned completely by the 

Government, stock and all. 

You note that the new issue of British 16-to-20-year 

Defense Loan was issued at three percent. Compares 

with our two and three quarters - about the spread -

shows tbe differ ence of var iation. 

AU right. 
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And you sew the slips - there was another net 
purcnase of substantial amounts by foreigners 
of a little over a milli on this morning - third 
day running . 

~arry, I read your balance of payments . I ' m sur­
prised that the net movement of capital is still 
out of this countr y. 

Just about - here ' s the ••• 

I noticed your last report was about five million 
dollars . 

These are t he figures . The net outflow was 350 
million. 

No, but I mean by the week. I mean it still seems 
t o be going out. 

This l ast week it was 15 million. This is the weekly • 

figures . 

tlow, here's your ne t outflow here. 

That ' s the week before . 

Oh . It says fi ve million. Still up . 

Probably the later week. 

\\'hat ? 

Yes, i t ' s ·still up . A good dea l of i t is due to 
our own balances being built up abr oad - of that 
amount. Apparent ly our balances are being built 
up . But t here's been a slight net inward movement 
on security account , and t he outward movement on 
short-term account has slackened very consi derably . 
So tha t what it amounts t o is that they ' r e beginning 
t o buy ~merican securities on balance t his l ast week 
and they ' re beginning to s top r epurchasing their own 
securities, which accounted for most of the outflow -
f or most of the inflow during t he last - during this 
year . 

i'urcbase of t heir own ... 
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Their 01m securities - r epurchase. And the outward 

flow of short-term funds is beginning to slacken. 
But the outflow of our own funds, bank.ing funds , 
building up foreign balances, is continuing to be 
fair ly substantial. 

Anything else? 

That• s all. 

Dan, can I buy for F. D. I . C. the R. F.C. note? 

I 'll have t o check up on it. 

IVill you let me know tomorrow morning? Can I? 
Also Postal Savings . Just for my • •• • • 

Sure, you can buy Postal Savings . 

I wouldn't, but •• • 

You can buy 

But bow about F. D. I .C. ? 

I'll check on tha t. You can buy Postal Savings . 
attorney General bas given us an opinion that 
t aey 1 r e Gover a.ent obligations. 

I •ouldn' t, but F.o. r. c. I migllt. 

The General Counsel have all agreed now that Federal 

Reserve banks may buy - Wyatt end Logan i n New York -

l yatt down here . 

Oh, good . Poor Marriner had his saliva running 
down botll si des yest erday at the i dea of being able 
to buy a three-year note, end I knew that they 1d bend 

their opinion up •• • • 

Be thought that was soup. 

Be said be thought it was soup . 

That ' s wonderful. 

Well, we called their a ttention to a line in the 
House Co~ittee report that makes it prett y clear. 
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Fort Bunt - did you speak about it or did you want 
to .. . 

No, no, I wanted ~o go on recor d tbat if the 
Park Service is op~osed to nnving some other agency 
come on their t erritory, I will not go up against 
the Park Se1·vice . As ex-Conservation Commissioner, 
I ' m for the Park Servi ce first . I think the Coast 
Guard, if you don ' t mind my s aying i t , has been 
asleep a t the switch. I told them t hr ee years ago 
t hey should find a new place for t ha t thi ng. Why 
should they get in the middle of e par k? If the 
Department of the Interior - I won' t even t alk to 
the President - if the Depart ment of the Interior 
Nants fort Bunt as a par k •••• 

You hanelled it direct with l;aescae, so • • •• 

~ut I mean for three year s I 1 ve t old them to find 
a new place. 

1lell, they don ' t have to h8ve it so ad jacent to 
Washing t on . 

Any pl&ce wi tb.in 20 miles. 

Wi t hin 20 miles . 

Yes . 

All r ight, I'll get .. . 

Go up her o in ~aryland, Virginia, any place . I 
wouldn ' t - I know what the Presi dent 1•ould s ay , 
hoN he f eels about parks; I feel the same way. 

O.K. 

All right . Wayne? 

( Nods nothing) 

Wayne, has that been settled - Wallace ' s loan on 
cot ton? I mean has tb.at finally - they ' ve always 
notified us before, you know. This time I asked 
Wallace to let us know. 
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Taylor: 

B. ol . Jr: 
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H. !II .Jr: 

Taylor : 
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You mean wheat . 

I mean wheat. Thank you. 

I don't think tha t's final yet. 

Would you check? 

Yes . 

He said he'd let us know. We've got quite a ••• 

And would you also find out whether they have 

elect ed the new di rectors of Commodity Credit? 

• 

They haven' t done tbbt yet . They ' re in process of 

pr eparing minutes for a meeting which was supposed 

to have been held in this office, and they t alked 

to me about that yesterday, and I said I thought 

that was the best way of doing it . 

But I did ask Wallace i f he would let me know. 

Gooaloe called me up yesterday t o find out whether 

they should have a meeting or whether they shouldn' t 

h&ve, and I said, •Well, I think the best thing t o 

ao is to prepare minutes and check with each of the 

agencies which are entitled to have directors and 

say tha t •my recollecti on is that •. •- not mine, 

but Goodloe ' s - "recollection is that you did have 

these two men, is tha t right? - or three men.• 

And then would you get on the phone and find out if 

anybody wants t o borrow llny more money between now 

and the first of September . I want to know it if 

enybody is going to be in the market . Will you? 

Home wwners Loan, Farm Credit- I mean • • • 

Yes . Intermediate Credit will be. They've got 

their r egular monthly thing . 

II ell, anybody else? · Is Jesse going to sell any 

more of his mortgage bonds or - I mean I ' d just 

kind of check around, because per sonelly I think 

tha t this2n0 million dollar issue - I th i nk tha t 

ought to be the lest now until we come along after 

Labor Day . 
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We 1ve got - baa Preston Delano gotten his stutt 
out ret? 

Yes, that 41 million he ' s Just sold . 

That ' s what I "mean. I wasn't sure if he'd done 
that while I was awar or not . 

Yes - 22d. 

Will rou Just get on the phone and go around? 
Anything else, Wayne? 

(Bods no) 

George? 

' Bare ' s a little note on that R. F.C. 

Excuse me? 

Little note on tbat R.F.C. financing. 

What rate did you put on it? 

164 

~even-eighths or one. One looks a little sweet, 
and seven-eighths might be a little thin. 

Will you give a copy of this to Taylor, Lochhead, 
and Bell, please. 

Taylor, ••• 

Anything else? 

I've got a couple other minor things. Did you note 
that press report that Tolley made - the Administra­
tor of AAA - with r egard to surplus commodities? 

Yes, I did. 

The other thing, at this meeting - I unieratand 
you want this group in at 11 o ' clock- • •• 

Yea . 

••• 1n tha meetinc in the other ro011, includiJI& 
myself• we got tive ... bars ot tba treaaury 1tatt. 
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Haas: 
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llagill: 

H. lii .Jr: 

Haas: 
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H.:.t . Jr: 

Magill: 

Haas : 

I!.M.Jr: 

Haas: 

H.li . Jr: 

llagill: 

• 

• 
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There was White and O'Donnell and Daggit and 
Selt zer and myself. Do you want the whole 
crowd to come in here? 

On, I 111 go down there. 

On, you'll go down there. 

~GS 

I think last year - doesn' t llagill want to sit in 
on that, and Hanes? 

What is it? 

We•ve got to get out a supplementary budget report 
fo~ the President, and in this thing wil l be brousht 
out this advisory group on adYising us what they 
think, what their best guess is on the business 
outlook for the next twelve months , you know. Who 
all is coming down on the outside? 

There ' s Roberts , National City Bank; and Naess of 
Tri-Continental; probably Col onel Ayres will be 
here; Lichtenstein of the First National, Chicago. 

Do you (Magill) get in on that? 

Well , I've not been in on those. I•ve been in on 
the r evision of budget es timates when that ' s 
occur!"ed . 

Well, they're going to give us another figure, and 
Bell takes Baas ' s figure and then puts it in and then 
it goes to the President and we release what we call 
a supplementary budget estima te. 

I 1d like to be in on the receipt side. 

This is t he receipt side. 

What? 

This is the receipt side . 

Do you fellows want to go down when I go down at 
11? 

This morning? 
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B.!II . Jr: Yes. 

llagill: 

ll.II.Jr: 

Hanes: 

H.II . Jr: 

llagill: 

ll.lii . Jr: 

Haes: 

White: 

H.li.Jr: 

llagill: 

Baas: 

llcR: 

H.ll.Jr: 

Gaston: 

ll.ll.Jr: 

Bell: 

Yes. 

Mould you (Hanes) 

(Nods yes) 

like to go down at 11? 

See wbat they got to say . 

All right. 

Al l right, George? 

Fine. 

... 

llr. Secretary, in reference to something he said, 
did you note tbe report in the paper tbat Secretary 
Wallace was planning - contemplated a 200 million 
dollar wheat loan to Cbina? It was in tbe papers, 
I think, either yesterday or tbe day before . 

I did not see it . Wayne, find out about it, will 
you please. 

11 o'clock, wbere? 

296. 

Conference r oom. 

296. 

Herbert, that was a good job you did on tbe publi city 
on tbe 200 million. 

I tbought tbe stories were all rigbt. Tbey expresaed 
a lot of curiosity about wbat tbe R.F.C. was goinc 
to do with the money, in view ot tbeir large balances, 
and I told them they'd bave to ask Jesse Jones, I 
didn't know whetbe~ tbey were going to buy back an7 
Treasury notes or not. 

It was a good Job . 

I underataDd the Herald-Tribune bas an excellent 
article this aorDiJII. 
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a.M. Jr: 

.Bell: 

Gaston: 

H. ll.Jr: 

Gaston: 

Oliphant: 

llagill: 

Oliphant: 

llagill: 

B. II.Jr: 

Gas ton: 

H.II.Jr: 

Banes: 

Oliphant: 

Hanes: 

Oliphant: 

Banes: 

H.II . Jr: 

• 
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They're all IOOd. 

Jesse Jones is ha•inl a press conference at 11, 
I under&tand. 

Uh-fluh. 

Anything else, Berber~? 

167 

I noticed Jack Bennett's crowd are starting to make 
medici.ne against taxation ot state securities and 
invasion of state rights and so on. I suppose you 
noticed tbat . 

Retroact.i ve action. 

Yes, as far as 
llroposed to be 
~Oliphant) say 

Yes. 

I can aeei wbat they bave literally 
for is al right, wouldn't you 
so? 

I think wbat they want 1s unquestionably more than 
what they have put themselves on record as wantinc. 
I think they'd like to have themselves free from 
Federal taxation in the future, but that isn't wbat; 
they say. 

Would you (Gaston) advise any statement? 

I don' t think. so, not at this stage. 

Hanes? Set in your ottice all right? Enrytb1111 
all right? 

Fine . Fine, couldn't be better. 

Where are you? 

Right down there. 

Where? 

Right dom the hall - 294. 

Be' a next to the ld tcben. 
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B.ll.Jr: 

Hanes: 

B. t! .Jr: 

Hanes: 

H. loi . Jr: 

Oliphant: 

llagill: 

H. r.! .Jr: 

Klotz: 

H.li..Jr: 

liagill : 

H. IO. Jr: 
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Yes. 

-.ery nice picture ot the Banes tuily 1n Monday ' a 
Tribune. I suppose you saw that. 

Yes, I saw t hat. 

Anything you want to ask us? You all right tor the 
day? 

Yes, sir . 

Berman? 

Nothing. 
-~. 

• 

I can t alk t o you some time t oday or tomorrow at 
your pleasure. 

You see, I got lunch with the President today, then 
Cabinet a t two . So I think if it's just as agree­
able to you - you want to catch up - maybe aanes 
and you and I could • • • • 

Thursday . 

"by don' t we have lunch together tomorrow, go over 
Internal .Revenue? What? 

I•d like to have a •••• (rest of sentence inaudible) 

All right. Right on schedule. 
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¥~~ 
..&W~ .~u~;r 6, 1aae 

rht Honorable Henry llor centbau, Jr. , 
Storttorr ot tbe frea.urr, 
traalililcton, D. C, 

11J dear Storttary llorltDtbalu 

I taltt pleaeure in •IDdinc )'Oil herewi tb 

our ... ~c~;r ••oraDd~a on buaineae condition• aDd the ooa-

aod1ty aarlctte prepared tor inter-otfioe uoe . 

Reopeottlllly, 

a.o. B. Roberto 
V1oe -Prel1d...t 

(. 
L v 
.;A. \ 
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~ton 
Silk 
l!llllber 
! ln 
stoel ~cro.p 

Coppor 
Load 
Zlno 
coooa 
Steere 
lArd 
llidoo 
Sll(;or, R«:~ 

l})ohancyd 
f.ooi 
Cotteo 
Cottonaeed Oil 

l iooq •s Ibdox 

8.121 
t':1.80 
15,261 
.a.llS 

(13.26 
9.5011 
1.,76¢ 
•• Tal 
15 ,50¢ 
e.~l 
9. 201 

10.001" 
1. 78¢ 

8,81/ 
('1.10 
l S.O'Tt 
42.80¢ 

('].2.60 
e,oo,t 
6,60¢ 
6,60¢ 
&. 201 
9.16j! 
o.~t 
8 , 110¢ 
1. 70s! 

('O,TG 1/C 
CO, G7 3/0 
0.02~ 

'· 

•)0. 06 
o.ast 
8.00$! 

131,2 

~ 1.02 
u.60t 
8. oo,t 

207.1 

a::.eo.t 
oo.o1 
oo.sot 
72,50¢ 

/)211 .76 
28.871 
11.50¢ 
O,YOI 

11,flljl' 
18.2211 
19. 2:1¢ 
2G, 60j! 
3,50¢ 

~2. 16 
01.3tt.~· 
15,00¢ 

1'1,28 
26, 67¢ 
10.88,! 

l:f&th- The l ur,oet SpriJlc Pl.'t or op in 6 )'OArs, t:1r einoo tho aro..-)lta, ,..... 

oatl.Dntad " Oovor..,.,nt in ita Juno 1 pie orop roport 1auuod 011 · ro<lnell<lq. The 

lncrc~uo h 1s;; rrvor 1a.~t JClll' •• orop. t. G.; inoroaeo bad beon o>q>eoted la.~t ~ 

hued on fUZTOIMC 1ntont:t.ona. ?bo d1tt cronoo b~CIII G nnd 1:1;. h oqui:mlcmt to abcNt 

2 t>.llllon l:loro t>ir-•• FvrOI'Iinc intentions for noxt Fol1 ' o orot> 1ndi04to an lnorouo ot 

9;,. Cl>.io t1ould br iJl8 t110 totnl a1~r S~a!)_>ly tor tbo poolzor JNI' bo&illn11lc next 

Oct. 1 to 00 ,100,000 al>OI.It 7,000,000, or u ;: mro, tbnn lut eoaaon. 

Tho follming tnb1o ei'Voo tho f1ouoe ODd oon:nriaCII'lll rith othor yoare. 

r,Oy S1!2ply nlld DF-ud (ll!.lliona ot rrcp) toar !w:!mi'§ Oot. 1 

::'uzlbor or Fni'Dl JQ~t~W'7 1 
su~ply trco &pri114 Crop 
su,!)~ 1'rct1 Fell Crop 

rotol ll8lr orop 
Inllpoctod olr.u:-lltor Ootobor 1-Sopt ,SO 

1002-sa •:!I: 
fJ5.5 
32.2 
111,1 
83.3 
~.o 

l93G 
~ 
32,6 
22,0 
68.0 
Sl,O 

1936 
10' 
61,15 
23,8 
86,11 
M.l 

6 - 0 .t:!.Datect. 

1937 
u:r so.• 
215,8 
02.0 
:s:; , &e 

~he r oport waa a~llt beal-iall on hoe pr1oo• and r.ay lntlWJDDO pcalter etor• 

-co polioioe 4ud AC tho o~ -the allen o1UII6bter f olla ott oo ... ~17• !he DD{Nirt­

llllllt of' •crioUlture W expootod fir:: to l:icber priooe tbia •~ but t'- DU'I:>at vu 

orr 30!! lut wok to s .eo,c ~7 00/. trco tbo 1017 ot 1,'8.00 1n •'llril• 

Com>or - Sel8a o011Umaed ia 1ueo nl~n~ lut veol: r-Mn; a polll: ot so,on 
tcno on 'i'hllr~~. larpat 411;1'• nl- liDDo Ill.,. 1~, 1DS8, J.a n ro..alt, CDO lweo 
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ctuctr• to ~ 011 Fridq. Thil brllll&bt tbe doantio prl.Do , in line with tho export 

prico , which liiO'fed up to 8 . 6?,!. Sorap oepper wu r a1Md ~ each dq, br~~ the price 

or No. 1 hta"Y meltiD& up to 8,!. Copper md brau produota ware tlllrlcad up ~ on Fridq. 

Good inquirY tor copper ..,... reported at the e$t price. 

PNa JUD8 23-80 lnoludw, damatio salle roaohe4 '73 , 28? tons . 'l'oteJ. JUD8 

uln were 901921 tone, oCIIII(l&red with a 1:1011thq a-..nce ot 25, 600 t011a dt:rizls Septeber­

u.y and-re the highoat in ClJliP' 111011th aS.noe December 1956. 

The Lolldon prioe on Pridq wu up =~ 1¢ tor the woelc but thia r.~arnint; S.a 

at ~ up 1o2t cOIIplred with a week ago. 'lhe export price thie oorbing 1a at 101 end 

1crap copper ...,.. mt.r'ked up another i,e to Bile• 

Lead - Pric .. wero raised $5 a ton lut weolc ~ the tf.,., York price to 

~j traa ~1 .. tor the week onded JuDe 29 were U , 66? ooap.red with 9 , 206 the 

wtlk before and 5,429 a mccth ago. Carload orders tar prOI!qlt dal1ftr)' were ~roue, 

ordere well divere1tiod from all -ra, and prot:lpt doli wry wae requeatod in moat 

!Jiatancee. The trade expoota June delS.TOrioe to ahow coneidor.'blo illlproftaust owr re­

cent monthe. 

Zinc - All but one producer reiMd pri coa $5 a tOll on Fr!doy, 'brlngln& t he 

st. Louie pr:rc;- to ~ troa ~. Zinc ooncontr&tea roeo &2 & tcm in tho Joplin diotriot 

in aympatey with tho ClO par ton riae in &inc priooe clur1n6 t ho preceding weok. Zlno 

1al11 wore reported quiet lut week OO!llp&red with 17,680 t0111 aolcl the wcok 'b otoro which 

na by tar the beat weekly '901\ICIO sold th1a ~ar. 

Didu - Trading l ut week wo.a the lo.rgoet oinco the clopreeaicm atarted, t..,..; 

nora talcl.JI6~ a:s&,OOO piocoa tron po.olcara• large holdi.nga . PrS.coa ot Soptenber tu­

turo roao to 10. 56,!, up ~ trca the low anwal woelca ago. Spot hidoa wore up 1~ 011 

tho weok. Tanner a raiaocl loa. thor prl.Doa, both a ole o.nd upper a , 1 to 2,!. Buia of tho 

a4.....,o ia the atrong at&tiatico.l poaiticm ot hidoe (total Tieible atod<a o.t tho end 

ot u.y, raw, in proceas, &nd tW.bod, were l:S,M:l,ooo . 1-•t on rcoord) and g..,.,ro.l 

ir.lprovatMnt in buaineu outlook, .t'rolllwhich ahoea are in poaits.on to benefit, toll~ 

she.rp curtail.J•""t ot prcducti cm. Dew orders tor Fall ahoea reported reo.ohin& the manu.­

t Acturora in good wl~.~~~~e. ~ llbOo production 1a oat!..Joated at :101000,000 paira oa~>ra'd 

with 32,869,000 in April, loaa then tho uaual eoaaon&l decline . Drop trot1 o. year "fSO 

16. 2,C, oompo.red with 2:5.1" tor tho tirat 4 ti'Xlthe . 

Wool - Tradill& in wool tope rose lh&rpl y laat weok. Sale• ror weok ended 

Juno 27 wer~816 ,000 pounds ooapared 'f'llth 796,000 tho -k berore &nd 1,500,000 two 

wooka ~·· Both in the epot o.nd tuturea top morkot prioea woro up about 4,! 011 tho woolc. 

l11tb rur wool ahooring little oh&Jllso , the epr o&d ot tope o'II'O!' raw wool widonod to 1?,! 

on 1Todneeday which ap~.>ron-.tea oomerting clulrs••· 'l'hie h the tirat tiDe alnol lo.at 

Fall that the two no.rketa have been in line, tope hAviDB been oonaiatont~ low relati'ft 

to raw wool. 
1111Le, whooo etodta ot wool are low, were 'blq1ng &ct he:Q' l&at wale• 

with requute tor proq~t deliwry • .taerioo.n Woole reported rocaivinc ...,., ordere 

•hioh required atepp1n6 up operati0118 elarp~ in cme or two mille. 1!1q1ns in pleoe 

&oodo car kate 100re rut:l.'ft, pr1o .. t1raer , and d-..4 tor olothing better tbln tor ,._. 

tU.. l.kT 11111 o0118\111pt1on 011 & -~ aYer&p buie ehowed a belated eeucm• ' ln­

croaoo of about 28" crnr April 'bllt wu 43% below & ;roar a~o. 

Fcraip -tloae lut we1c _.. nll eupported 'bJ' O.N1J170 :rr-• 11114 J~~p~~~~.. 

Pl-icae &bread held~ at r-t lnell. -
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TREASURY DEPARTMENT 

IIITP omc:c COMMUNICATION 

..... hq 6, 1938 

•• Seoretaq J&orsentbata 

,_ BeZMD Ollpb&Dt 

P'or ;your Wort~~~ti.oa -

There we.a an Wol"lll&l. lleetins of- the adw1 nhtrative repreaentativee 

or the 110110po]T co.m.ttee in Do~' ortioe todaiY at :It o' cl.ook, Paoplu 

Md I attending. lloa t of tbe liOeting wae dnoted to the dieC'Wieion or 
u tters of procedure, such aa, an office ll&llll&•r for the Exaautive Seor.­

t o.ry, a eubco.-ittee to be here during the -.. to haDdle the i .. _ 

of eubpoenae to set information needed in the reaearala, arrana:ing for ooo­

t:lctina: other departMnte UDder the proviaion of the co.m.ttee• a reaolu.­

tion a:ivini it power •to utilize the aervicee, Wor~~~t.tion, faoilitiee, 

'llld personnel of the deparblente and agenoiee of the Government•; etc. 

It llll8 agreed to suggest Dexter lteuer to handl.e public relatione 

!or t be present, be being an old newapeper an now worll:iDi in Juatioe, 

but returning in five weeks to Ide work aa Pree1dent of Reed Collese. 

Tbe President has asked the 0081ittee to indicate the portion of 

the $400, 000 required 'tv tbe eix exeoutive agencies during the tiret 

.,lith, bounte rana:1ng no- $5 1000 to $15,000 have been requested, the 

Tre&8\U718 bein& $7,500. 

The tull col81ttee 1a to •et to..rrow in tbe SenAte Office llu1l.li­

l.ng at 10t30 to ooaplete the forlllll organisation and aet.-up. It w1ll 

t hen probabl,r adJoura for a 801lth or two and the departliOnte w1ll so 

ahead with their 'reapeotiw research ~oba, 
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TREASURY DEPARTMENT 

PROCURAIEHT DIVISION 

WASHINGTON Jul.T 6, 1938 

Ret laat1Dc ot Eucutha Npreaeut&thaa 
ot Jnti-llonopol,y Co.-ittae 

A confidential •Mt ina: of the l:noutin repraaentathu ... bald iD the office 

of the CheirMD of the Securitiea a. !l<cbans• Co.-iasion at l2100 noon toda71 ad,J~ 

at 1:)0 p.ll. 

Present: 

holl Justice Tlaanoan 11 • .&mold 
• Co1111erco Tboua C. Blaiaclall, Jr. 

• Labor I. Lubin 
• Federal Trade G. S. Ferpaon &Del 

I. L. Dtirla 

• Treasury H. Olipbant aDd 
C. J. Paop1ea 

• sr.:c J. •. Fr&D~t 
Execut1Te Saorat&r,y Leon HeDclaroon 

Tho purpose of the ... tins waa praparato17 to a ... tins with t he .aiD co.-it.tae 

to be held iD the ortice of Sell&tor 0 1llahoD871 Cb&irloen, JtQoa 244 s-ta otrica llldU­

ing at 10:)0 A.ll. July 7 . 

Mr. Arnold stated that Juatiea bad reque,atecl a t .30,000 allot..ent aa a pral1•1,...,. 

olloeat 1on troa t he total sua of $4001 000 appropriated for usa ot the President. 

After soaa cliacuaaion llr. Douclu, wbo wu to ... the Praaidant, lal't. &Del latar 

adYiaod the Co•1ttea •••hera that the Preaidant wiahacl requests onl,y for the curNDt 

110nth. The TreaBUry baa aaked for the sua of $7500. 

~ 

Tho offi ce or the t~tecutin Secr etary will be located iD the Federal Trade 

Co=iaaion Bullclin&. 

Pl!bllcUz 

Dexter r ..... will be aaked to aarTe .. pabllc1t:r apDt t.pore.ril,r. 
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NJ,6,-

'nl'tey 

Applie&t.iona tor pNtU... wlUa U. ... ,-. an to lie tlle4 wlUa U. 
sneuti•• s.or•tuT IIIIa wU1 ~to tllla, ad lie_.. afttla!tle to ...s- 'a •• 

" 1' 
Tbe Executin reprMentat1YH are to INRit to tile llllcnlthe lleoretu71 prior 

to to110rrow1e aHtilll• u acaada OOftl"iDc tile pbue• ot tile 'llllrll: ot ..a, wllioll wUl 
tollow,witbout onrlappiJic,tlle g-.ral cbatiH ot tile ae-iN or~ 
r epresented on the oo..S.ttee. 

• 

• 
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To: 

Froll: 

'l'he Secretarr 

11188 Lon1gan 

• 

.Tu17 6, 1938 
• 

.t.ttached ie the rennd table lhowing 

proposed purcha8U of toodetuffe b)" the J'ederal 

Burplue Co11mod1 ties Corporation, of which a pr.­

l1m1n&rY copy wae given you laet Friday in 

conference. 

H9 
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• 
OCII!IOI!l'l'r 
Flour · aJI4 Cereal. a 
Dried Beane aJI4 Peal 
Prelh Teptablu 
Deo1cbaou 1'1'111 t 

C1true 
Dried Peaohel 
Rale1u 
PnDII 

:rotatoee 
JllaUer 
J117 llld.a 1111k 
lepta'blee Canned 

O&Med 1'1'111 t 
Jl1oe 

:=. 

!l!l! 
lb. 
lb. 
lb. 
bu. 

bx. 
lb. 
lb. 
lb. 

bu.. 
lb. 
l b. 
Olo 

Cl. 
lb. 

ftDIIUL stlliPLUS Ccmt0M'l'II8 CCJIPOJU.'l'ION 
nsc.u. YEAR 123S:32 

( 

CONVJ:RBIC* 
'l'O'l'J.L PURCHASES rAC'l'Cil 

1,352, 600,000 -
103,700, 000 -
200' 000. 000 -

2, 000,000 ~ lb.• 1 bu. . 

3 , 250, 000 72 lb.• 1 bx. 
20, 000, 000 -
62,000,000 -
83,000,000 -

750,000 60 lb. • 1 bu.. 
ao,ooo,ooo -

7,000,000 -
1 , 500, 000 36 lb.• 1 01. 

2 , 000, 000 36 lbo• 1 Olo 
100,000,000 -

lal· 700,000 
2 , 880,000 

1 0 lb.• 1 gal.. 
lb. -

~ .. than one-tenth or one percent. 

180 

POU1IDI 
'l'O'l'J.L PER rAIIILY 
POONDI PER IIOlft'B 

l · i32,600, 000 ,.1 
3,700,000 :~ 200, 000, 000 

96, 000, 000 J.2 
234,000,000 ~.s 

20,000,000 ·1 
62 ,000, 000 2.1 
SJ,OOO,OOO 2.8 

~,000,000 l.i ,000,000 1. 
;z.ooo.ooo 1. 

, 000,000 . 1.8 

72,000,000 2.4 
1 00,000,000 ~=~ ~,000,000 ,sso,ooo • 
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TO 

811bJoota 

TREASURY OEPAftTMENT 

INTU Ofl"IC.C ~MWUNIC.ATION 

.... 7- t.- )~ 
eeorotarr~tba• 

llr. u.a~ 
Propo .. d offor1118 of }-:roar notu for the RJ'O on 
hl:r 20 

1. A!O'l!tt It woul.d appear w be w1 .. ot to rodr1ot 
tho &IIOilD'ro 5!' HrC publ1o borrow1.qo at aa:r one tt.ao to 
tho 111n1aaa oonslotont with aM!'-hl'll requlroaah. I. 
larp-ooolo publlo 1o.uo, IUoh ao 1500 a1ll1eno, b:r tho 
JIJ'O at th1o t1• 111ght oooaslon oonoldorablo .nooUJ.-t 
1n tho aindo of lln'eotoro 1n roopoot w tbo whole quoot1oa 
of tho pub11o dollt. It would appear to be prudent, there­
foro, t o 11111 t tho 1n1 t1al offOr1ft8 to t200 a1.111ono or 
loae. It aa:r bo noted that RJ'O 1-1/2 poroont notoo hold 
b;r banlta, aggro~t1118 1299 a1111ono, will -~ on 
Deoeaber 15, 19J~. !he .. notoo wore or1g1nall:r h.uod to 
balllte at Tar1ouo datu 1n pa:rMnt for preferred otook, 
oap1 tal note a and dobenwroo purohaood b:r tho RJ'O. 

~~if;~,:.t.• 1o 11141oatod b:r the attaobed table 
Of OU1t.tu :I t101, tho 'l'reaour)'fo OOilYOnlODOO 1a 
thil roepoot 'bettor oornd b:r a J-:roar 1nuo than either 
a 2-:rear or 1-:roar 1e011o. 

3. It 1o onrou:L:r 41ff1-
0illt to pn~blo •rat )'10l.d 
bub of tho propooed 1o.uo. !he eslaUllg .rat pl'looo 
tor ehort-hra Oon~h, wh1ell woald nor.l17 pro'f'l .. 
tairl:r olooo 11111to for tho eot1•'-• aro bo1118 po~rorr.u:r 
1nnuoDOod at prooont b:r ant1o1patod •rtpto• Taluoo la 
OOMOOtion With t\atllrO l'OflaadiJICOo !bJ.a 18 tl'IIO OTOD la 
the oaeo of eo• of the parantood 1nuu. 1.11 ouh~ 
lag !roaaur:r notoo that aaturo prior t o J¥ae 15, 1~ aro 
now eolling oa a negat1To :r1e1d baolo. 

Ot tho outetaadiq !1'0&01117 obl1pt1oao, tho !1'0&8U17 
bonde •wring Auauot 1, 1911-1 are uaroot related in ohal'­
aotor w tho propoood note lone. !he .. bonde, 1Pi.1D 
!roaeur:r aotoe, po••••• tho ldoatloal lnooao-tax oxe~t1oa 
t,~~lopo that roo1do la JIJ'O notuJ and tho:r •tuoo oal:r 

_,.. da:r• after tho prepooo4 note lone. 
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lA the pre• .. , ~'• 1:ho olaoloo 1lo• lJowo• a 

1 peroea1; OOQOB aa4 a 7/8 pere•' ow;:n. !be pre.lu 

._, •01114 aeoo..,..,. •• to._. 11011lt. a..~Uo•• " ._;. 

elllere4 la .... ~~QaPMr• at oaeulTo. !be preala a~ 

'-lh1ac 1;e no 1a"-r lllp1; 'ba '" ldla lt 1M .a.• 
were 4ealla1JIC• GIIOl" ~owo• ~ .. w. eo.p• ra••• 
_,. MUor 'bo .... atarer tho 4a1;o ot ottel'l.-c. 

!he ~1/2 ,.._ 3~ per.od ao1;ot of no Oom'UV 

Ore4U OOI'pOl'aUoa. were otto1'04 oa Apl'll 25, 1938 d par 

aD4 _1111 ... a preld.u ot 1•/32 • a •--...1 ....... 'baalo. 

• 

183 
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104 

tn.no\ 1M llara'-4 CMtp.tt.. J'u 
1~,_ 

'• ... -.,,..,. 
(lll;lll- ot ..U.•) 

I 1,, I 1911o I 19111 

!reu'lllY -~~~ ... 15 ••••••••.•..•• ,at2 1,371 ~ z- 15 •...•.•......•. 1,~ 731 
a.pi .. 'er 15 ••.•.....• m - -
Dace.'er 15 •.•..•..•.• ....111. 2011 

toW •....••..... · .• 3,119 2,153 1,315 

fi:N.iWJ l!!lll 
.A~~cUt 1 .•...•.......• ~ 

OaaruiM4 o'bllpil__. ••• 6lll 

!r__,. Ma4a oaJluh 
(ti.n\ oall tate) •••••• - _m ....3 -

to'al ... .. .., 1 .. , • •••• ~ 3,2116 2,7~ -
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• ._ .. , -· 
AnlU !Jloo1M~ - i:* "' UD -.yplu ,.,.,..., .. _ . 116 • I 
Apl'lOOr (Drl .. ) - ,.;A: -- llr1 .. ) - "" - - .. .,. 'i ,.,. w __ , .. -. ' "~if 

. 
~ ' ..... ( Pfttla) .. -. - - • ... ,....,. - ··m ,a ,,II: 1.m ,:i '·~ '·~ 
- • ' 

Ct*p - 10, 7 1·- .., ,,. 
._ t.u-

1, 16 -.... .,... " 1» ., 
c.,.,.. .. -· n .. 1~ era tea 1U 7 • ) 

1.1 . .. (n.lo _,, -· ,,:a 
li Gbnt 

._ .. 
,,~ 1 GoUOD t Abrlo % ..... t6 ,. 1)1 11 

1' Oon oaltt4 oll. Pou&t 
.:. r ~· (llloll) 

o •••• 170 

:I ' .. ...... - - l:UI 
rlov -· - J ,) ~ - nJ 

l' -tftl· ..... '" ... = 1' . 
111 -r..u' Jole• ..... 5 ~ ,. 

n-r - • -
It IWll llrJ ..... , - 1, 6111 7.z;: - '·= •• ~ ::-... n .. w - .... _, ,.,. .... .., '97 5» PI - ~:= - - - - . -
15 ......... - ~ ~ 

,. )1 1' 
,. u ,. , 

n '-•r;n ~ .. ··- ,,.,. 
~ h -o Jloo1Ml '·"' • 

- ... , ... tla .. tlaol. " ,..,.. r ...... "! -·· ~~ lO , ... (0_ .. G•Ht II , ... (Dr1r:, - '·= Ht ' h t.a\Mt ..... J .. tlaol. - • - I 
Pt\aW.t D1M .. -. '·P: ~ 

7 ,. .... ·-•n- - •• 
)5 -·· ( Drlo&) - I) A • ' ~ 

fil ~.~ - • -
- ( IIUlo&) 

.,.,,. ,,,.. 1.- 1,61a 

5 !:::.JI 
. .. ,. 

-... ...,., .......... _ .. , .... 
...... tM. ......... --..._., ., ~.u ... ., .,. Regraded Uclassified
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H.:.t.Jr: 

Operator: 

H.IA.Jr: 

IV. R. 
Burgess: 

H.li .Jr: 

B: 

B.U.Jr: 

I); 

H. :.t . Jr: 

B: 

l:l.M.Jr: 

B: 

B.li.Jr: 

B: 

H.1. Jr: 

B: 

H. iJ . Jr: 

B: 

H.:.& .Jr: 

B: 

B.I.I. Jr: 

Bello. 

Dr . Burgess. Go ahead. 

Hello, 

Oh, hello, Henry . 

Bow ere you? 

I'm fine. 

Randolph. 

Yes, sir. 

July ? , 1938. 
9:01 a .m. 

Uossip with me a little bit about the RFC note. 

Yes. 

Tell me what you know. 

187 

Well, I think the behavior of the market yesterday 
indicated that - that it was very well received. 

Yes. 

The market was a little re~ed . It had been 
worrying a little bit about 5JO million or 
something. 

Oh. 

And these notes were a l i ttle stronger, and there 
were some buyers of bonds in the market; quite a 
few of the new bonds turned over . 

The new ones . 

Yep. Some banks b1J¥ing bonds . 

Yes . 

Now, this market says that it'll take these in i ts 
s tride, without any difficulty. 

Yes. 
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' 

B: 

B.K.Jr: 

B: 

a.w.Jr: 

B: 

B.M.Jr: 

B: 

a . li . Jr: 

B: 

a.M. Jr: 

B: 

B.K. Jr: 

B: 

a.K.Jr: 

B: 

a.loi.Jr: 

B: 

a .W.Jr: 

B: 

-2-

low1_ I didu't tllld auata orlUoiaa, enn ot tiM 
boo.ueepiQI. nere na a little aQulb 1Ji tu 
Berald-!ribuaa ••• • 

Oh, well. ... 
• ... you saw thls 110ro1D1, but that's all ••• 

Well, they- tbllt' 1Ye 10t to earn their 11Y1DC. 

I aet with the - I talked to the newspaper aao 
. :r e • terd47 ••• 

Yea . 

188 

•• aDd renewed the tlbole b.lator:r ot tb.ls th1JII ••• 

P'1ne. 

•• po1ntin8 out-that when thts thios was tirat estab­
lished, the Treaaur:y state•nt did not 1Dolude it 1D 
the current budget. You reaeaber that, don't :rou, 
that ••• 

lo, I don•t. 

Well, eYen 1D the da;ra ot •~t1Dg• BooYer tb.e;r didn't 
incl ude this 1D the budget. 

The:r didu'tl 

l o . 

Ob, tor •••• 

So :you're the bo7 that put it 1D the bud&et. 

Ub.- hub.. 

ADd then I pointecl out the - the other oorporatlou 
tbat were aiailar aDd the 1eneral prlDoiple tbat 
where a corporation bad assets ••• 

tea. 

••• tbat tbat•a aoludecl ~~ adl I 4icla1 t 1•t 
Uf tlare-baok r•ll:r troa Ule bop, Uloalll I 
Ulo'Qibt I wo1114 1et IIOI'e. !llere •• - or two 
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H.M.Jr: 

B: 

a ..... Jr: 

B: 

B. II.Jr: 

B: 

H.M.Jr: 

B: 

li. II . Jr: 

B: 

ll.l4. Jr: 

B: 

H.ll. Jr: 

B: 

H.l.t.Jr: 

B: 

H. M. Jr: 

B: 

189 

-3-

critical , but not mucb. 

Well ••• 

And I asked them if tbey had beard anythin& about 
tbe issue. Well, all tbey had beard was favorable, 
tnat the banks were eager to get it and so on. So 
tbat 1 think that tbe road is all clear. 

All r1gbt, now much - what price? 

Now, I've been talkin& w.Ltb these fellows about 
rates and the suggeations on rate range from ~ 
froc tbree-quart~ qp~ percent. 

Ub-bul:l. 

Tbe majority of fellows , ab - tell us like parrots, 
one percent. 

Who? 

But ... 

Fellows like wbo? 

Parr ots - p-a-r-r-o-t-s . 

Wbo does be work tor? 

(Laugbs) You get - a tbin& aoes down the Street, 
and tnese boys have a parrot-like way of repeat1-n& 
it. 

Ob. On, on, ob. 

(Laugns) 

I didn't ge t it. It 1a a little early in· tne mornina 
down nere. 

Yes . (Laugl:ls) But we've been doing some pretty 
careful figures , and I think one percent is pretty 
ricn. 

Me too . 

I 've - 1' ve JWit been t&l.ll:i_ng w1 th - w1 tb Herbert 
Repp, very careful~ r e'l'iewtna 1 t w1 th bill, aDd our 

• 
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H. II .Jr: 

B: 

-4-

judg11ent now 1s that - that one of tWo 111l7S out1 
you can either have a 7/8 percent, which is a 
sort of a coc~eyed rate • • • 

Yes. 

•• but would go all right. .. 
H. l! . Jr: Yes. 

B: 

li .M. Jr: 

B: 

B: 

H.!l.Jr: 

B: 

li . 14 .Jr : 

B: 

H.M. Jr: 

B : 

H.ll.Jr: 

Or you could sell a one percent at a preaiu. of 
half a point, which would yield about .8) , you 
know. 

It would yield what? 

That would - either of those would go all right. 

It would yield what? 

You could - you could either put 8 7/8 coupon and 
sell it at par, or you could put a one percent 
coupon on and sell it at a slight premium, like 
par and a half, with 8 half point premium. Now, 
either of those would go . 

I personally prefer the 7/8. 

Yes. Well •• • 

"o they figure out - does the 7/8 figure out the 
same es the one percent at par and a hall? 

Just about. It' s not -not - it 1 s a little aora 
generous. 

Which way? Which is more liber til? 

The 7/8 . 

Wall, I - sUll, I'd rather do the 7/8. 

Yes . Wall, now, Repp is going to feel 
market a little bit about which one of 
would - they'd like beat; it 
know. 

Bow about Devine? 

out the 
those tbay 

you 

130 
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B: 

H.!J.Jr: 

B: 

B. II.Jr: 

B: 

H. ll.Jr: 

B: 

B. li . J r: 

B: 

B.ll.Jr: 

B: 

H.!l. Jr: 

B: 

H. ll.Jr : 

il: 

H.!.t.Jr: 

B: 

H.I.! . Jr: 

B: 

B.!l.Jr: 

B: 

H.K. Jr: 

• 

-5-

• Well, Denne• a Mil i a waitizlc outside. He - be 
talked 1n teras ot one percent yesterday, but I 
told ll1JI to sl:larpen Ilia pencil and ••• 

Well, llow about Devine llimaelt? 

Oil, he's away, lle 1 a in Europe. 

Oh. Thet•s too bad . 

Several of our boys are away now. 

Bow about Solomon? 
• 

Solo•on thinks we could sell a three-quarters . He 
thinks it's a little tllin. 

Uh-huh. 

J ust a l ittle bit thin. 

I think one percent i s too rich. 

I think so too. 

~es , and ••• 

l t would sell t or 101. 

Yes, that's too good. 

I tbi.nk it's too rich. 

Right . 

Yes. 

Well, I don't think I'll talk to you again today about 
it unless you've got ao•ethinc to talk to me. 

Bo, I ' d rltber teel around today and get iapreaaiona 
and a little more definite view tomorrow. 

Tl:la t 1 a right. ADd we • ve cot an order 1n ot tive 
million ot the 2la after tlley oroaa 102. 

To s dl. tne.. 
Yea. 
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.. 

B: 

B.li.Jr: 

a: 
B. loi.Jr: 

8: 

li.M.Jr: 

8: 

H.ll.Jr: 

a: 
H.M.Jr: 

B: 

H.M.Jr: 

8: 

B.III.Jr: 

8: 

ll.ll.Jr: 

8: 

H.!i.Jr : 

8: 

H.II . Jr: 

B: 

Good for you. 

•• after - but they baYe to - n baYe ~ Det 102. 

Xes. 
"' So ••• 

' 
Well, I 1m Yel")' clad to haYe that. 

So tbat 111117 co. 

X ea. • 
Of course, the thiDc tbat tickles ae pi.Dk is to aee 
the stronc b\ITiQI power f or those rww lone bolllla. 

Yea, I think that• 1 fine. 

And I thoucht your atudente were Yel")' 1ntellicent. 
I read rour letter. 

Yea . Isn' t tbat fiiDJlJ? 

Very. 

I th1Dk tbat'• Yery cood. 
Yea. Shows that •••• 

Our problea is to coaproaiae between thon two news. 

tea. Well, rou could do it, bat I'• tickled. to clMth 
t o hiYe 900 aill.ion lonca out. 

Yea. Xes . 

O. lt. 

Ver,r cood. 

TbaDk :you . 

Goodbye . 
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• 
GROUP MEETING July 7, . 

9:30 A. )(. 

Present: 

H.U.Jr: 

Taylor : 

Gaston: 

H. I.I .Jr : 

Gaston: 

H.M.Jr: 

llr. llagill 
llr . Oliphant 
llr. Gaston 
Yr. Haas 
llr. Taylor 
llr. Upham 
llr. Gibbons 
llr. Lochhead 
III'. Banes 
Ur. Bell 
llr. llcReynolds 
Urs . IO.otz 

Say, Wayne, we 1re getting quite a few good 
customers on our baby bonds - Tel' and Tel• 
and Armour. Do those come in on their own, or 
have we done anything? 

We've done a little something on it. Par ticularly on 
the Tel• and Tel 1 thing - why, Gene Sloan helped 
work t hat out with the company. The Armour and 
Company one was also - I think they expressed 
t he original curiosity, but we worked with them 
on it. 

Scott Hovey worked with t hem on it. 

Well, you might pass the word down to them that 
I am pleasl!(l. 

Jim Bryan spoke to me about t hose things, about 
t he desirability ot doing some publicity on it, 
and al'ter talking to 11r. Oliphant, we decided i t 
would be better to let them handle any publicity 
on it, because we did.n•t want any implications 
or r esponsibility or the Tr easury tor the sate­
keeping of those l'unds f or the companies . 

AU r ight. 

Ros , here's something tor you and Banes, troa tbe 
White House: 
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Uagill: 

H.li.Jr: 

llaglll: 

H.:.I.Jr: 

Gas ton: 

H.l.I.Jr: 

Gaston: 

H.iii. Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

H. t.I . Jr: 

• 

- 2 -

•Would you please send me a meaorandun within 
the course of the next tew weeks on the follow­
ing subject: 

1 . Results in the torm ot'legislation, 
i.mestigation, collection of taxes, 
etc ., of the message ot the President 
to the Congress, dated June 1, 1937, 
on tax avoidance .• 

That•s simple . 

All right. Will you prepare an answer for me? 

All right. 

Ah - wbere•s Dan? 

In talking to Burgess this morning, explaining 
the R. F . c. t hing, and all this talk about 
taking it off and putting R. F . C. out of the 
regular Budget, etc ., he said when t he R. F. c. -
I-sm just quoting Burgess literally - WWhen the 
R. F . c. was created by 'King Hoover'," he 
said, "it never was in the Budget." He said, 
"I pointed that out to the boss ." 

That ' s true. 

I am the fellow t hat put it in. 

No, it was put in, in •33, before you came in 
here, and t he reason it was put in was because 
they got to making relief appropriations t hrough 
t he R. F. C. 
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I thought it there was a01 question on that, 
between now and ten thirty, have a l1 ttle memo 1b r 
me, so I ••••• 

It•s all stated in t~t Treasury statement of 
July 1, but I can give you a statement on it . 

How long is that statement? 

(Indicating about 2t teat. ) About so long - printed. 

Suppose you give me that. You see, they baven•t 
printed that. The Tribune people were very 
amusing about it. You see, Burgess bad a pr ess 
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conference and he told the boys, but t hey don•t 
want to print anything. The Federal Reserve of 
New York has a - they see the boys every day at 
three thirty. "R. F . c. notes - R. P. c. signifies 
to Well Street - little more budgetary wool to 
be pulled over t he eyes of the populace . " 

You notice t hat Jesse Jones told the boys 
yesterday t hey wer e going to ge t out about 
seven hundred million dollar s , ruld were going to 
use the proceeds to buy back notes from t he 
Treasury. 

And Burgess said that t he announcement he had, 
the Govex;~ent ·-bo.nd mar ket, and that t here was 
a verY1!e![@!%1emand for our August Goverment 
bonds . 

The other thing which he wrote me about , which 
I t hought was ver y interesting - he •s teaching 
t his school of banking, for all bankers, for 
two weeks, and he sa.id he had eighty people in 
this course this third year; and at the end of 
the course he said, "You, in your own business, 
what kind of Government obl igation would you 
like?" Unanimously, ten years . "As Secr etary 
of t he Treasury, what would you do?" And the 
answer was, "Just what he did - get out t he 
longest one you could ." Which was very nice . 

He said this morning - "Just forget about it -
it ' s just a question of pricing. " He said, "You 
can sell one per cent at a hundred and a half or 
a t seven-eighths, and s even-eighths being a 
little sweeter. " I don't l i ke a pr emium bond . 

This morning the Standard 011 of New Jersey is 
going extremely well, and Cr own Cork aDd Seal a 
little sloppy. And our English - our European 
fri ends, I don ' t know - it's interesting - they 
dealt in, wel l , five million dollars yesterday , 
and they sold that - about two million three. 
But notwithstanding that, I think it ' s pretty 
good t hat net sales of two million three, the 
market behaved t he way it did. 

(To Mr . Banes:) Did you see these? 

No sir. 
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Would you like to. 

Yes sir. 

Incidentally, Mac, you are lunching with me today . 

Helver ing - I was r i ght about Helver ing; he 
wont t be back until Monday. I lef t word with 
his secret ary. 

(Side conver sF.tion with wrs . !Uotz. ) 

Magill? 

(Nods "Nothing . ") 

Oliphant? 

(Nods "Nothing .") 

Gaston? 

The small Post Office designs-they hope t o 
finish judging them by noon today. There were 
four hundred f ifty competitors nnd about a 
thousand different designs, drawings, et c . , they 
have hung up. Simon thinks ther e are some 
very good ones, although, as a whole , he was a 
l ittle disappointed in the contest. He thought 
probably you wouldn' t want to see them until af ter 
t hey had picked the winners. 

Well , I thought around tour o ' clock maybe you, 
Mrs . Klotz, and I might go over t here and take 
a look at them. 

Would you like to have t he winner s announced as 
soon as they get the decision? 

Yes . I ' d wait until we know. We might just l et 
Peoples and Simon know half an hour in advance . 

I won' t l et them know now. 

Bo, I r eally want to see them. 

But they can go ahead and announce the winner s? 

(Mr. Bell eoaea i.D. ) 
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You know, Architectural Forum, I think, is very 
much i .nterested in those . 

Yes. 

Anything else? 

No, nothing else . 

George? 

.. 

I have nothing except a rew more figures in the 
book. 

I almost called you at seven, but I changed ~ 
mind and called KcReynolds instead , I got poor 
Mrs . White out or bed; I forgot Harry was away. 
I don't see why everybody else should sleep when 
I can't. 

• • •• disrupted my sleep at seven this morning. 

!Irs, White was up. 

You and the quail . The quail around my part or 
t he world. 

H. r.I.Jr: Believe me, it' s not on1y the quail; everything 
is terribly noisy from rive o ' clock on. 

KcReynolds: The boss has more woods around him than you have. 

Haas : There are a couple pretty good ones in t here. 

H. I.! . Jr: Gollyl Look at Cannon Mills . 

Haas: Pacific i$ away up too . 

B.M.Jr: 

Gaston: 

Baas: 

B.li.Jr: 

George, I was surpr ised that the Tel & Tel 
lost telephones in June; I noticed they lost 
sevent een thousand telephones in June. I was 
surprised at that. 

Isn't that due to summer vacations, etc.? 

Ttat t s seasonal . This figure there has a correc­
tion ror s easonal trends . 

It's all right. What else, George? 
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Nobody•s going to be i n the mar ket with the 
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possible exception or a small amount for the R. F . c. , 
and Federal Mortgage Association. They handle 
that themselves if they need it. Remember, they 
just talked ••••• 

Is that Jesse Jones? 

Yeah, but it isn• t the same type of t hing that 
t hey are doing . 

Are they going in t he market? 

They may be in for a very small amount. 

How much? 

Well , you 

Five million l ast time. 

Twenty-five. 

That's what I say - tt was five million for last 
time. 

If t hey do it, i t •s for that amount. They aay 
not do it. 

Anything else? 

Everybody else is ta len care of. I.ntermedi ate 
Bank will do their own stuff. 

Unless Jones has a tidy amount, I think it' s 
silly for him to go in the market. It ' . j ust 
upsets ever yone . 

That particular one doesn' t make any dif ference . 
It - it isn' t a Treasury obligation. 

And it' s sold before it is announced - syndicate. 

What else? 
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Nothing in t hat Chinese stor y . 

Chinese loans? 

No. 

Nothing in this either . 

Cotton loan. Somebody - I don • t know how well 
you know Agriculture - they ' ve had the lousiest 
publicity there on their Farm Surplus Cor pora­
tion - simply lousy. You 1d t hink they are buying 
all the cotton they. could; they do this, and 
they do that. Do you (Gaston) know Appleby ver y 
well? 

I know him. 

Vfuat•s the f ellow from ~innesota? 

Stedman. 

Why don't you tell Stedman their publicity on 
Surplus Commodity - t hey ought to detail some­
body over there . - If you can do it in a nice 
way . 

If I can run across him. I think I can probably 
see him. 

Well here - use t his as an example : (News clipping.) 

"United States to spend three million five hundred 
thousam dollars on beds in relief plan. Fifty 
thousand bales of r aw cotton to fill mattr esses. 
The Agriculture Department aut horized the Federal 
Surplus Commodit~es Corporation today to purchasA 
three million five hundred thousand dollars wor th 
of r aw cotton am fabric material to be used in 
making the mattresses and comfort s for relief 
f amilies ." 

It•s just - wQ1 , not use t hat? 

It just isn•t true . 

Ur . Bell is very much disturbed . 

Bot now - if t hey are not going to do it. 

' 
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If you can do it in a nice way. 

(Nods to Mr. Taylor . ) 

On wheat, you•ve got your meeting this afternoon 
at three o ' clock. 

Yeah. Are you interested in that? 

Is that the loan question? 

Yes, very much so. 

George, you•re interested. 

(Nods "Yes . ") 

T>1ey think a hunired million dollars will cover 
it. It won' t require any new financing. 

Well, now, George, bet ween now and three, give 
me a little memorandum, will you, just how that•s 
done and this whole question. Is t hat the amount 
of the two hundred twelve? Come out of that? 

No. 

What does that come out of? 

Commodity Credit. 

Well, give me just a little memorand11111 anyway. 
How does he arrive at par ity, and how is i~ fifty­
two per cent of parity, and how does he get it? 
How does be get parity at a hundred fourteen, and 
why fifty-two per cent; wey not fifty per cent, 
or forty-nine , or fifty-three? 

It•s differ ent prices in different localities 
for different grades, and so on, so you don 1t 
get differ ent kinds of figures . 

Sometimes be puts the grade so it ' s very tard -
you•ve got to r efresh ay memory on it. Is this 
a loan on wheat which i s maturing now, and what 
happened to last year's wheat loan? 

This Y11l be the fir s t wheat loan. 
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What happened to last year's corn loan, and do 
they draw the checks , and how soon does the 
check go out, and how do they store it; do they 
store it on the farm or do t hey store it in 
terminal elevator s? See? I 1d just like to be 
intelligent about the thing. And to whom does 
the money go? Does it go io the elevators? 
Does it go to the farmer? Does he go up there 
and get it? See? Have Bill Myer s here. Will 
you (uts. Klotz) tell Bill ~ers to be here at a 
quarter or three . 

I assume it will be handled through t he banks 
jus~ like t he cotton loan. -:.----. 

H. 1.1 .J r: 

Taylor : 

R. rl . Jr : 

Haas : 

Tayl or: 

n . ~ . Jr: 

Taylor : 

R. :.!. Jr : 

Taylor: 

Bell: 

Taylor: 

Bell: 

H . ~I. Jr : 

Tayl or : 

Bell : 

H • ..L . Jr : 

- Shouldn't Jones be here? 

He ' l l be her e . 

Geor ge, I want to refresh myself, see? 

I'll get t he f acts. 

The main new f actor in t his thing is farm storage 
f or wheat . 

Ther e you are. 

I t ' s very controver s i al a s to whether you can 
get good farm storaee f or certain types of wheat. 

Does that come 1n - also ar e we going to build 
stor age? 

Ah - ah • ••• • 

That isn' t a normal grant . 

It' s part of t he - I mean, it •• • • • 

I thought that was crop insurance. 

Have we got crop insurance? 

Yes sir . 

It ' s on the road. 

When does that go into effect? 
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They are wor~ on the organization now. 

George, if it doesn't crowd you too IIUCh -
George, l~t•s do it this way, I am a wheat 
farmer. (I 'm not - I'm a strawberry far!lleJ:W) 

Razzberry far•er . 
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Damn good raspberry farme.r. I've got a crop of 
wheat. How much can I look to the Government? 
How many different drawers can I go to? What do 
I have to do, from the time I put the wheat in 
the ground? I started last fall - what do I have 
to sign .up? What did I do, beginning with last 
fall, when I started? What did I do, and did I 
have to get any loans - any farm loans 1n Farm 
Credit? Did I sign ott a~thing? Let •s start 
l ast fall, and what else can I expect, and how 
many pockets of Uncle Sam can I tap, as a wheat 
farmer? 

Nice cabinet full of drawers . There are - there 
will be a lot of them. 

I mean, just how many different pockets are there, 
and then, also, you might look forward - what am 
I going to do next fall about lilY planting? I 
mean, where does this all - in other words, what 
you had better do is start with July, 19371 I 
suppose, and run through until July first, of 
'J9. I suppose that would be the period to be 
covered. 

You•d have had to be in the wheat business for 
quite a while. 

Well , George knows this . 

Have to work it through 'J9 in order to get under 
the organizations that are just being created for 
crop insurance. 

Out in New York State they laid off all the soil 
conservation forces. They said they are through. 
That is 1 the supervisors. 

I assume that's t he de~nstration crowds . 
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I - it I aa going to do thia I think I ought to 
know this. 

Incidentally, 1:11 bring ~salt up to date. 

Yes, and everybody in the r o0111 . Wayne is kind 
ot wpoker-taced,w but I'd bate to cross axam1ne 
him. Are you willing to read the memorandua? 

Yes sir. 

I think they ought to print on t he endorsement 
ot t he checks, promising to give the money back 
it they don't do so and so. I sent it down to 
Berman and asked him it it were negotiable 
paper. 

Then they'd say, WWhere would Farm Credit come 
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in 1t t hey made a proper loan on this thing?W 
Bill llyers can help you on this thing. llso, 
where does the tenant farmer come in. Supposing 
I ' m a tenant termer, what would I get out or this? 

Would you get a red card or a white card? 

Kost likely somebody over at Farm Credit can 
dictate that. 

Yes, there are several people over t here that 
can butline the whole t hing . 

This seventy-five million - where does that - has 
co-odity Credit got that aoney 1n the bank? 

Seventy-rive million? 

Yes. 

That•s what Wayne's talking about. 

The President said to Wallace, ~Bow much will 
this cost Henry?W and Wallace said, "About 
seventy-tive million." 

It will cost the Commodity Credit, but it won't 
cost you. 

Where does Ccx.ocilty Credit get its .oney? I'm 
a stocJrml der 1n that. 
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They get it from the market . 

Does that mean a new issue - am I going to have 
t o s al]. seventy-five or a hundred mil lion dollars? 

Probably not. 

Will they draw on us? 

They' ll draw on the R. F . c. When t he mar ket -
it is r ight, you say, up to a hundred - then there 
will be an issue. 

A hundred - what market? 

Collllllodity Credit will sell its obliga tions . 

Commodity Credit now has a hundred fifty million 
in cash credit in the Treasury, which i t will 
draw on. The last time we had our conference I 
t hought t hey wer e coming directly to t he Treasury 
and then they would finance it, but the chances 
are1 on the cotton note maturities, the banks 
will take them back f or another year, and on 
the wheat loan, the banks will take those loans 
for a year, so that our seventy-five million is 
a potential item rather than an actual item, at 
t he present time . We have in our cash possession 
statements about sixty million dollars tor Com­
modity Credit for this next siX months . 

l'le •ve got the same a.rra.ngeaent with them t hat 
we have with Straus and the va.rious other people, 
that they can come into us, up to a certain amount . 
We've got a top on it; it' s sort of a revolving 
thing . The minute t hey get to t he top then they 
go to the market . 

They certainly won ' t go to t he market until 
after the September financing . 

Anything else? 

No. 

George, rill you sax! Miss Lonigan, and somebody 
from Parran•s office to Cleveland again and let 
them be back here Konday or Tuesday. I want to 
know how they are taking care or the f eeding - I 
.. an what they are doi ng on taking care or the 
feeding up ther e . 

\ 
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Yes sir . 

Are you through, Wayne? 

(Nods "Yes . ") 

Quite a proposition, isn•t it? 

That was just Cleveland? 

Just Cleveland. 

Cy. 

I think it ' s interesting, although probably not 
important, that the July Reserve Bulletin for 
tomorrow morning 's papers carries the statement 
that Eccles preps.red for the President. 

Y/ell, ab, it 1 s not news that Eccles is persistent. 
Huh? 

No. 

I read the statement; it's not a bad statement. 

It•s a fair statement. 

Ob, it1 s a very good statement. 

Bow do they do it? Do they say this i~ a 
statement for the President? 

It•s part of the Bulletin - presumably the 
Governor's statement. 

They just corrected the s tatement - took out the 
"I's" • 

What l This is a very sarcastic crowd. Can' t 
pull many fast ones. 

This is called the rRzzberries . 

What is t he Federal Reserve index pr oduction for 
June? Do :you know? 

I can check. 
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That's their estimate . 

What other good news have you got? 

• 

Do you want to see the Comptroller this week 
or next. 

Yeah. Oh, all r ight, we 1ll do him tomorrow -
ten t hirty. • 

All right. 

Who 1 s t hat - Diggs? 

You tell him, now, r •a going to ask him about -
what's the name ot the bank examiner of New York! 

Roberts. 

Where Roberts got his instructions to start this 
campaign for Diggs for Comptroller. Would you 
like t o be here? 

It would be interesting . 

What ' else, Cy? 

That's all. 

Everybody under control? 

(Nods to Mr. Gibbons . ) 

(Nods "Nothing.") 

(Nods to Mr . Lochhead.) 

Japan is starting in shipment of gold again, 
after stopping for two or three weeks. Tbere•a 
about eleven llillion on the way now. Their 
balances are way down still, in this countey -
they haven't been able to build them up. 

(To 11r. Banes.) Buay? Got enough to do? 

, 
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Just think bow nice the sun will be when you get 
out. 

I ' ll get out soon. 

On that, I beard a very ~ story - it may 
be f'amillar to you. It seeu that in Parliament 
t hey were questioning the British Governaen~ about 
these guns which now completely cover Gibr altar, 
which they reel. f'rom the Urican side and troa 
the mainland they can absolutely disseminate - I 
mea n Just powder Gibraltar in twelve hours, and 
Loyd George asked Chamber l a in, wwhat about pr o­
t ecting the British lif'e-line?8 He said, "Oh, 
t ha f'leet can go through under a smoke screen." 
Loyd George said, "Oh, the British lif'e-line is 
protected by a smoke screen." 

I thought it wa s rather nice. Those guns, 
incidentally, are all manned by Germans, too. 

Did you see that cartoon recently in one of' the 
Washington papers (Evening Star - June 20, 1938) 
showing that Britannia rules the waves? 

Britain waves under the rules? 

Showed a banner being taken down that said, 
WBritannia Rules the Waves,w and now it is, 
WBritannia Waives the Rules .• 

(Nods to Mr. Bel l . ) 

You asked me yesterday to let you know whether 
Government Lif'e could invest in obligations of' 
the R. F. c. The Reconstr uction Finance Corpora­
tion Act bas a section that makes its obligations 
la.Cul investments tor fiduciary trusts and public 
funds, and the Postal Savings can be invested in 
guaranteed obligations, according to the Attorner 
General's decision with respect to Federal Fara 
llortgage Corporation bond~ and ·that would apply 
equally to Para Mortcage or a~ other, prOYiding 
we get autbori1;y . Jlow, the F. D. I . c. bas a 
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special provision . It says they may be invested 
in obligations of the United States or in 
obligation guarantees of principal mention of 
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the United States . That would require t he approval 
of the Board . 

I was' curious - I was jus t checking around. 

The Government Life bas a provision - it•s a 
trust fund, a nd it would fall under t he provision 
t ha t a n;y fiduciary trust •••• · You wouldn ' t want 
to put those funds in a bond . 

Supposing everything i s lovely, a nd supposing 
t her e is a bust, and I 'd like t o know how much 
Government funds I could throw in there . 

You could us e the F. D. I . c., and the Postal 
Savings, if you wanted to. 

I have a copy of a letter which t he Tennessee 
valley sent to Jesse Jones, making application 
for a loan of two million dollars. It says: 

"Under the statute , the bondsof the Authority 
have all the rights and privileges of Panama 
Canal bonds. It is opr understanding t hat t he 
Secretary of the Treasury is averse to having 
bonds of this character placed on the market , 
but, on t he other hand, he is agreeable to the 
sal e of t hese bonds to your Corporation with the 
understanding that t hey be not placed upon the 
market. It may be observed t ha t the bonds are 
of the highest type of obligations of the United 
States, and it is the t hought of the Board of 
Directors of the Authority, i .n which I feel con­
fident you will concur, that the interest rate 
should be commensurate with that type of security." 

That was a very fair statement - probably went 
a little f ar in saying the Secretary of the 
Treasury is agreeable to the sale of the bonds. 
They took the t frOII'. me . 

Tbat•s all right. You can talk for me. 

We'll write a letter when we get tomorrow's 
things. The only other thing is that the 
M. B. c. Director s have made a survey, ot about 
three months, and have rendered their r eport to 
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the headquarters here, which has been comp11ed 
in this book. The President asked that it be 
circulated. It•s very frank . Yet, I haven't a 
lot of confidence in some of the people who 
worked on it. Would you like to read it tonight, 
before you go away, and I ' ll ret urn it tomorrow. 

Dan, of the two hundred million dollars 
Federal ~s under the Public Works, how much 
has been al lotted? 

A hundred fifty-four million. 

What ' s t he matter with the other forty-six 
million? 

I thought we ought to keep a little cash for a 
while, because there 1s a little di.fficulty in 
getting the W. P. A. to go along . We may have m 
allot some P. W. A. funds • . 

Vlha t do you mean when you say we are having 
difficulties? 

There are some places where they haven ' t got 
t he l abor . 

You•ll have to explain it . 

;eke t he Coast Guard Station · they want to build. 
here are places there that could be done by 

W. P. A. labor . It ' s all worked out beforehand . 
How W. P. A. says, "In order to do that job we 1ll 
have to stop state projects , and t he State 
Directors don• t want to stop them. n 

You mean they don ' t have enough people out of 
work? 

They don't have enough people to put on the 
projects. That's happened in the Navy Yards and to 
some of the other f olks . 

(Speaks aside to Mrs. !Uotz.) 

You ' ve got a curved number ot peopl e at work 1n 
the W. P. A. ? 

Yes sir. 
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H.U.Jr: 

Bell : 

R. ll.Jr: 

Bell: 

- 18 -

Shoot that in to llrs . IO.otz. Bring 1t right up 
to date . 

I think the state projects or w. P. A. ought to 
be stopped tempor arily and these people loaned 
over to t he Federal projects , Then they can go 
back with the state projects . 

Dan, this doesn't check. I was down in the field , 
and theW. P. A. was running out of projects. 

There - they may be in some cases . 

R. r&.Jr : Hnve you talked to Colonel Harrington? 

Bell: Yes . You see, he left the project control in 
the ha.nds of the state administrators . Down at 
Norfolk they can•t get enoug~ 

H.JI.Jr: Would you mind me having Harrington come down 
and discuss it? 

Bell: It•s all right with me. I was going to discuss 
it today with the President . There may be as 
much as fifteen or twenty-five million dollars 
in the P. w. A. fund . 

llcReynolds: You ' ll have to supplement the other tund . 

Bell: Yeah. 

R.M.Jr: You don't know how much Ickes has got out, do 
you? 

Bell: No, I don•t. 

H. ?.I . J r: 

Bell: 

H.M.Jr : 

Transferable? - AnYthing else, Dan? 

No. 

And ask Burlew also how many of the bonds were 
released and how many cities or stat es have 
refused to take the funds - bow many have been 
turned down. Mac, how long do they give a city 
or state to say t hey will or won' t take them? 

llcReynolds: (Inaudible. ) 

R.M.Jr: Aeything else? 
Thank you. 

(McReynolds nods "No, ") 

• 
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K. T. 
Keller: 

a.M.Jr: 

K: 

a.M.Jr: 

K: 

a .M.Jr: 

.!: 

!!.:.I.Jr: 

K: 

H.M. Jr: 

K: 

a . r.t .Jr: 

K: 

H. li.Jr: 

K: 

li . I.I .Jr: 

K: 

H.M.Jr: 

:{; 

H. ll.Jr: 

Bello . Bello. 

Bello, Kr . Keller . 

Bow do you do, Kr . Secretary . 

How are you? 

I'm fine, thank you. 

July 7, 19.38. 
10:26 a .m. 

I 1m calling up just t o find out if you would tell 
me in confidence how your business looks. 

Well, I - I wrote you a letter yester day morning • 

Oh, did you? Well, I haven't - the mail 

All right. 

I got my first mail, but I guess it isn ' t in the 
sec- - it must be in the second. 

You called yesterday noon while I was down in the 
shop . I came back up a~d they said you'd call later. 

Yes . 

Well, our business has - i n some spots has shown 
a pick-up. 

Yes. 

Particularly out where t hey ' re harvesting the wbeat. 

Oh-hub. 

I got reports from s everal dealers out tbere that 
they did more business last week than they did in 
the previous montb . 

No . 

Now so far as our business nati onally is concerned, 
our retail sales went up about 7 percent the week 
ending 7-2, as against the week eliding 6-25. But 
tbey did that sa.ae thing las t year t oo . 

So that would be seasonal, bub? 

• 
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K: 

H.M.Jr: 

K: 

H. loi .Jr: 

K: 

H. l.t .Jr: 

K: 

H. I.! . Jr: 

K: 

H.!oi.Jr: 

K: 

H. li .Jr: 

K: 

H.M.Jr: 

K: 

H. !I . Jr: 

K: 

-2-

Yes. Bow, when it always comes in there before 
the 4th of July, your deliveries run heavy . 

I see . 
. 

212 

But nevertheless, we picked up one percent relative. 
We went one percent better this :year than we did 
last year. 

For the month of June? 

No, for that week. ---
You mean :you did one percent better f or h••- c t e • • : . 

For instance, the week or 6-25 t his year was 4J+.7 
of last :year . 

Yes . 

And the week of 7-2 this year was 45. 3 against last 
year . 

I see, 

Now, the whole tendency has been up very slightly 
for the last month. 

Uh-hub. 

Now, we were running along in - in February and March 
at about J5 t o J6 percent of last year; we ' re running 
now about 46 to 47 percent of last year. 

Well, that - that - that's encouraging . 

Yes, that is. Now, our field stocks have come very 
nicely into line as well. 

Good. 

We got our - our passenger car stock is down to 
74,000 now, and tbat •s about the same as last :year . 

I see. 

Yep. 
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li . .II.Jr: 

K: 

H. &.t .Jr: 

it : 

H. li • .Tr: 

K: 

d.!I .Jr: 

K: 

H.M.Jr: 

K: 

H.J.! .Jr: 

K: 

I! . !.I.Jr: 

:(: 

H. ll . Jr: 

K: 

H. li • .Jr: 

K: 

H.:.!.Jr: 

! : 

-J-

low let me ask yo~ this, ~ich I 1a particularlJ 
interested in. Wftat effect is tbis cut in prices 
ot steel going to have in your business? 

213 

Well, the - we figured up on tbe prices we have to 
date; it ' s going to mean about tour dollars and a 
half an automobile . 

Is that all? 

Yes, sir. 

You got 

Now, if that also carries through so that the things 
that we buy fabricated •••• 

I ~~ee. 

• • • li~e the alloy - we use an awful lot of alloy 
steel things. 

Yes . 

And there's been very little drop 1n ~lloy yet. 

Yes . 

But if this move carries on, why, it will mean- it 
could mean up to seven dollars. 

Up to seven dollars. 

Yes. 

Well, from your standpoint, though, you- it's good, 
isn' t it? 

Yes. 

It1 s all •• • 

But that ' s all more than wiped out now wi th copper 
and lead. 

Oil, I see . 

~ead 1 s gone to beat hell. 
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H.II.Jr: 

K: 

a .M. Jr: 

K: 

!l. !i. Jr: 

K: 

H. l.l .Jr: 

K: 

H. lJ .Jr: 

i( : 

8. 1l! .Jr: 

t( : 

H • ..t.Jr: 

K: 

H. ?.I .Jr: 

t( : 

-4-

Ull-llub. Aey cllange in your plans tor bring ina 
out tile new model Pl)'aoutb in September? 

214 

None at all. We ' re - the only cbange we have in 
our plans, we ' re working overtime endeavoring to . 
get it out as quick as we can. 

I see . • 
But I don't think we cen speed tbat up very mucll . 
We may have some the latter part ot Augw.t. 

I see . 

Yes, sir. 

Well tllen, since I 1 ve seen you, tllings have -you­
r would say, have improved. 

V/ell, I think we ' ve confirmed to a sligllt degree 
the optimism we both hed. 

That's right. 

Yes . 

That 1 s right . 

Yes, sir. 

Well, I just wantea to check with you and tbat was all. 

Thank you very much. 

Thank you. 

Goodbye. 
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R.Y.Jr: 
Berman 
Oliphant: 

R.M.Jr: 

0 : 

H.M.Jr: 

0 : 

H. ll .Jr: 

0 : 

H. li.Jr: 

0: 

B.!J.Jr: 

0 : 

H.l.!. Jr: 

0: 

R. l.I . J r : 

0 : 

H • .!.I ,Jr: 

0; 

Berman. 

Yeah. 

Jul7 7, 19.38. 
2r22 P. M. 

I - as you know, had Banes and Magill tor lunch. 

Yeah. 

And I asked him whether he ' d come to a decision •• •• 

Yeah. 

On the, ah :.. mayb·e you 1ve been told this - I 
don't know. 

No. 

On the, ah, Katz matter. 

Yeah. 

And he said, ah, he ' d talked the thing over, and 
for t he time being he•s given up the idea. 

Yeah. 

So I thought I ' d tell you that , 

Well, that ' s tine. Tllat•s ti.ne . 

So that ' s that. 

Yeah. 

o. Jr . 

Thank you so much. 
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