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!U. WHEAT LOAM July 7, 19)8. 
2'45 p.m. 

Present: Kr. Taylor 
Baas 
Bell 
Dasher 
Myers 
Jones 
Goodloe 
Wallace 
Tapp 
Gaston 

Buas : 

B. :J. Jr : 

Baas : 

B. 'l.Jr: 

Huas: 

a . .A . Jr: 

Baas : 

H. !.! .Jr: 

Hnas: 

H.M.Jr: 

Haas: 

i:I . :J .Jr: 

l&r . 
Kr. 
Kr . 
Kr. 
lolr • 
Yr. 
Kr . 
Kr . 
Mr . 

Explain that marketing quota . 

The marketing quota • •• • 

I can't understand that. 

If 

Well , look at it. 

Let 's see, production and 

I don't understand it. 

Oh, for instance, ths domestic crop of wheat, say, 
is 700 million and the carryover was 200 million, 
making nine; that's put in here as domest i c supply . 
Now, the normal consumption, say, was 600 and 
exports 100, which gives 700 . You•re up the 
difference between 700 and 900 . Well, i f that 
d~fference is more than J5 percent of t he 700, 
then you have to put the quota in effect. In 
other words, if your supply 1s greater t han your 
outlet - you see, your outlet is t wo forms -
export • ••• 

That doesn't apply to this year. 

No . Now, 1 underst and that that would go into 
effect t his year on the basis of the present 
crop. 

But they haven't put 1t into effect. 

No, they 're not putting it into effect . 

Do you mind if I check on that? Bill, the market1DC 
quota does not go into effect? 
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!.(yers: 

H. :.l .Jr: 

l&yers : 

H •. A.Jr: 

ria as: 

bell: 

H.U. Jr: 

!.lyers: 

H. M. Jr : 

~yers: 

H. :.I . Jr : 

:Jyers: 

H. ! . Jr : 

.Jyers : 

H. ll .Jr: 

Bell : 

H. !.I . Jr: 

lAyers: 

Bell: 

llyers : 

H.W. Jr: 

.. - 2-

That's ~ understanding . 

c.cuota and crofl insurance not in effect . 

That ' s right. 

Then I can go t o school on that slower. I 
haven't got my slide rule. 
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The slide rule boys really figured it out . They've 
got everything . in tbis last farm bill. 

Oh, there isn•t anything left out in t hat fa rm bill . 

Well then, if I ' m correct, Bill, what Wallace i s 
going to propose is tha t he's going to do the mini­
mum, which is 52 percent of parity ; he couldn't do 
less under t he law. 

That's right. 

IV ell now, b afore he comes - that 1 s the purpose of 
asking you to come over here -do you t hink that's 
good or bad or what? Either 5~ percent •••• 

What do you mean? 

Exactly that . Should he do more? 

Do you want me t o express my opinion or the law? 

No, I • m not arguing about the l aw. 

r think the lower it is , the better . 

Well, I mean then ... . 
From our standpoint. 

Then you are in favor of the 52 perce~t . 

Yes. 

Better security the lower it is. 

52 percent is high enough. 

But that's fiXed in the law, isn't it? 
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H.M.Jr: 
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Bans : 

I! . W: .Jr: 

i.lyers : 

B.M.Jr a 

Bell : 

B.M.Jr: 

Bell: 
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llyers: 
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Myers: 

B. :.I . Jr: 

Taylor• 

H. II .Jr: 
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Yes . 

That ' s what I want to try and see . I didn' t know 
aeything about tbis . I. got to learn this marketing 

.quota business and this insurance business. 

I mean • •• 

It will only t ake a minute or two. 

Well, Bill, there isn' t mucb then to argue about. 
If Wallace comes over here •••• 

If be comes on over here and recommends a minilllum 
loan f or wheat, it's mandatory under the law. The 
formula is all established and the minimum is the 
best that can be done under the existing law. 

Xou 1 re goi ng t o sit in on this, are.n 1 t you, Dan? 

Xes. I wonder if I could have one of my Budget 
come around on this. Alight save a hearing totDOI~rctw\. 

Aeybody you want . 

Thanks. 

Anybody you want. 

I don ' t know if I qave all that straight. I think 
I have, Bill . 

The danger is going to be 1n the cotton loan. 

What? Well, you see, I Just wanted to post myself 
on this thing. Hell, I didn't know aeytbing about 
this. 

(Taylor comes in) 

Hello, Wayne. 

Hello . 

Can I be educated too? 

Billls got one. 
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!lyers : 

H.M.Jr: 

Tnylor: 

H. !.! . Jr: 

Y.y er s : 

H. M.Jr: 

!lyers : 

Jones : 

Goodloe: 

rl . lA.Jr: 

i.!yers : 

Jones : 

H. J .Jr: 

There you are. 

And there's one . 

Fine. 
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I've decided tha t the market quota and crop 
insurance are not going into effect on this year's 
crop . I couldn 1 t assimilate 1t, so I'm going to 
take it in another day. 

Well , Bill, the economics of tile thing - I mean 
Just to put a floor under the wheat - I mean on the 
price; is that what" 3 ~,~_!t? · 

"J.he thing that 1 s behind it is an attempt to make 
it easy for farmers to carry surpluses from big 
crop years in order to pr event increased pressure 
for marketing, and when it ' s applied only to the 
crop in a 

(Jones comes in) 

~yers is giving us a quick course before Henry 
Wallace gets here. 

When it's applied only to an abnormally large crop 
at a low value, it has some merit, - it bas some 
meri t 1n helping carry the big crop over till some 
year when we might b&ve less. 

( Jones brings in Goodloe) 

Do you know Mr. Goodloe? 

How do you . do, .Ur. Secr etary . 

dow do you do . 

Hello, John. 

You know these other boys. 

Well, Bill, do you know, besides wheat, bow manJ 
of these things they're going to do? I mean under 
the law, bow many - as I understand from Baas, they 
have to do wheat. 
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Myers: 

Myers : 

Goodloe: 

il . J .Jr: 

Goodloe : 

Jones : 

Goodloe : 

ti.r.l . Jr : 

Goodloe : 

ti . ;J.Jr: 

Goodloe: 

H. !.!.Jr: 

Goodloe: 

Bell: 

Goodloe: 

B. lt.Jr: 

That's right . 

What? They have 

-~-

-

They have to do whea t, corn and cotton, don't 
they, John? 
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That depends on the crop report. The wheat crop 
report comes out July 11, end it will be of such 
size as to make a loan on wheat mandatory, beyond 
any question. 

Would you know what size it coulo be and they 
wouldn't have to make a loan? 

Well, under the law a loan is manda tory if the 
July crop estimate exceeds domestic consumption 
and exports, plus l~ percent. 

Say it again louder , John. 

If the July crop report is in excess of a year's 
domestic consumption, plus export s , plus 15 percent 
carryover, then a loan i s mandatory; and it would 
have to drop from around a billion bushels to about 
750 million to escape & loan . 

That ' s domes t ic consumption. 

Plus exports. 

Domestic consumption is 60J million, is it? 

600 million, I think, is correct . 

And what do they consider export? 

Well, we had 200 million carryover, and the 
testimony of the Department of Agriculture, you 
recall, Mr. Bell, before the Appropri ation 
Committee ••• 

No, I don't. 

My recollection is, anything less than 750 million 
bushels will make a mandatory loan. 

A total. 
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Myers: 

Goodloe: 
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Goodloe : 
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Bell : 
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• 

A.nyttu.ng more. , 
More. 

And then the minimum is 52 percent of parity . 

Yes. 

Well , doesn't parity change al.l the time? 

Yes, sir. 

When ao they fiX that, daily or weekly or monthly? 

Well, 1 don ' t know about that. I ~derstand present 
parity is $1.15 on wheat. · 

$1.14. 

14 . 

But I mean do you know how often they fix that? 

It's in the law. 

I think it is monthly, when they get their data 
on the prices of commodities that farmers buy. 

But I'm not sure they fix it every month. It ' s 
stated in the law, but I don't know how many times 
a ye.ar. Ta;>p gave me figures to multiply by 129. 

I •a glad I got a lot of people who know just as 
little as I do about it. I'm not, of course, 
including you, Jesse. 

I know less about it than anybody . 

George has got the monetary price of silver worked 
out - 129 . 

I checked that and it works out at the r ight figure . 

~ybe that ' s the basis of it . . 
~ybe we can pay these farmers in silver. 
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Jones: 

H.M.Jr: 

Jones: 

a . r.t .Jr: 

Taylor : 

U.M. Jr : 
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Myers : 
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B.1l. Jr: 

Haas : 

llyers: 

Haas : 

• 

• 

Wey not? 

l:luh? 

-7- . 

I think they ' d like to have it. 

Could we pay them in silv6r dollars? 

Oh yes . 

What? 

Sure. 

Geor ge, is tl. l4 the farm price, or Chicpgo? 

Farm. Then there is another problem that they 
probably would 

That's another angle to it . 

It's what price? 
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$1.14 is the f arm price and when wheat is - let' s 
say, September wheat is now in Chicago about 70 
or 71 cents . 

And there's a difference of 

And the price on tbe farm would be depe.nd.ing on 
where the farm was . 

Tbey•ve got two wrinkles after you get t hat 52. 

September wheat is 72i cents . 

They 1 re going to t a.ke basing poJ.nts at different 
terminals - Ka nsas City, Chicago, and so on - and 
at these basing points wxk out grade differentials . 
And then the f armer - if be lives out a hundred 
miles they'll work n freight differential out to 
his place off of that basing point . Very lnvolnd. 

And the elevator marsln bas to be figured. 

That ' s rigb.t. 
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Tbat 1 s all west of the river. Bast of the river it 
would be tlat. • 
Well, they asked tor 120 million, didn't they, John -
estiJDate? 

• 
Well, yesterday be said 75 . 

Wall, in his letters that be bas prepared ••• 

In his letter to us be says 120 million dollars. 

An:! improvement in the market would mean less d_.nd 
for the loan. 

That 120 is his i dea . 

(Wallace comes in) 

Hello . Been in session here ~uite a while? 

Been going to school. Trying to persuade me what 
parity is, but nobody knows , so you better start all 
over again. 

(Tapp comes in) 

Bow's the wine merchant today? 

The which? Oh, wine merchant. Oh yes . Well, I ' • 
glad to talte ott ~ bat to him. 

Be's the wine merchant . 

Be wanted us to distribute wine to the people on 
relief. 

Want to make this thing as attractive as poaaible, 

Bell says be ' s goinc to have a man in from the Bud&et, 
ao that will s ave you a bearinc before the Bud&et. 

That will be fine. 

Seriously , Henry, could you take a couple ainutea 
and Just deacribe wban thia act aoea into efCect? 
I -n thia ~ueation - the rulea aoverninc • • • • 

• 
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Oot tbe copy of tbe act tbere? Roughly, it • ~ tbis. 
Two things put wbeat loans into effect. I'll give 
the precise wordin&• The one is in case tbe price 
on June 15 on the farm i s below 52 percent of parity; 
second is, if tbe size of tbe crop· as announced by 
the Bureau of Agricultural Economics as of July 1 -
and tbis year it comes on July ll; tbat ' s when the 
announcement is made - in case tbe size or the crop 
is above noraaldcmestic requirements and expor ts. 

And bow much are those two? 

And those two put together, a t the present time -
last I heard - 754. 

750 . 

750? 

Yes. 

So we got by the J une 15 without it being below the 
52 percent, as I understand it . 

Now, the crop, Judging from the private crop 
estimates, will run above the 750 by 200 million 
bushels or more, and tber e i s no question but whet 
it wil.l run beyond tbe point designated in the act. 

And the price, is tbat the price a t the farm? 

On the farm, yes. 

And how man.y basing points do you have? 

Oh, tbat covers all tbe wheat states. 

I mean do you take the whole United States? 

That's right, and then weight it. 

And then weight it. Is tbat the way i t ' s done? 

How do you determine tbe domestic requirements , 
llr . Secretary? 

Well , that's rather easily - quite easily deterained. 
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Wallnce: 

Bell: 

Wallace: 
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Average over the years? 

~t's the trend over the years. We know the milling 
requirements run roughly into 500 million. We know 
the feed requirements run around 75 million, such 
a matter - pretty stable. The demand of the 
human stomach tor wheat flour and bread is pretty 
stable through the years. 

The exports same way, I sup pose - an a verage over a 
period of years? 

Well, in the exports y~u have to introduce much 
more uncertain fac tub&. - • -

We're estimating exports on the same basis th~ were 
this past year . Best year we've had for some years. 

Bow much the last year? 

Between 90 and a hundred million bushels for expor 

Goodloe, you said something of 15 percent. 

I was mistaken. I understood there was a 15 percent 
allowance in addition to domestic consumption and 
exports. 

That's when you talk of marketing quotas. 

!s that 15 or 35? 

No marketing quotas on whea t this year. 

that wouldn ' t be coming in in any event until next 
year . 

Have you deducted the premiums on wheat insurance? 
• ade any allowance for that? 

Well, that of course, will not be either in 
consumpt ion or exports . That will be in a separate 
fund which is r eser.ved 

But it takes wheat ott the market . 

But evep if you deduct that, you're still 175 
million bushels over. 
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Well, tbat would be part or the 200 mill ion bushel 
excess, then. 

Yes. 

Now that t hat 1 s so clear, will you explain th\ 
monetary situation? Eccles isn' t here, a.nd we 
ought to have somebody to ••• • 

Do you think I could keep going at sufficient 
length? 

'Nell, first thing you know, we 1re going to Just -
meeting be over in three minutes and Jesse won't 
have time to tell a~ dirty stories. 

uenry, legally, what - to whom do you write the 
letter? Do you write it to yourself, or how do 
you do tbat? 

Vie write it to Commodity Credit Corporation. 

Well, who' s the President of • •• 

'.l:nat •s - we address it t o llr. Goodloe . 

He's the Vice President. Lynn Talley is the President. 

After they approve, we address 
"'resident tog et his approval. 
Budget Bureau. 

another letter to the 
That goes to the 

This is purely informal a:nd informing . 

Pursuant to your desires as stated at the last 
meeting . 

He writes a letter and recommends a loan on a certain 
basis, the President approves, and Commodity Credit 
Corporation then either approves or doesn•t. That 
right? 

That ' s right. 

And t hey usually do • 

• 
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And when the banks come into this, is there any -
do we charge - I mean on this money the farmers 
pay no interest, do they? 

Except when they settle the wheat. 

Oh yes, four percent • 

Is that in the loan? 

Tbe loans are without recourse; they bear four percent. 

I don't thick that ' s in the law. I thiok that's 
been our universal custom . 

'-hat's administrative. But we've always had four 
percent on commodity loans. 

How much money do you figure is i nvolved in t his? 
Be 175 mi l lion at the t op . 

Our best guess is only a guess , but frankly we 
probably won't get more than 150 million · bushels 
of wheat, which, including carrying charges •• • 

78, 79 million dol lars? 

Ob no, figuring on a basis of terminals and sub­
t erminals, including all cha rges to next July, 
be a maximum of 110 to 115 million dollars . 

Wha t would that be on a bushel? Take 52 cents •.•• 

Not 52 cents, 52 percent . 

52 percent of $1 . 14 - about 

59 cents . 

59 cents . 

Don't t ake t his down- that makes e loan • • • 

This i s only f or me • 

• •• about 70 cents- 71 cents on hard Number Two 
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wheat in Kansas City, and about 6 cents higher 
than that in Chicago; be 8 cents over that - I 
mean over the Kansas City base, up in Minneapolis. 
Right now it's a couple cents above the market , 
but that ' s the minimum under the law that you can 
loan. 

How much ••• 

Excuse me. 

I just want to get the amount. 

Including all the charges, and in YLer.ot the t act 
that all t hese charges will be made at t erminals 
and sub- terminals , including these differentials, 
I ' d say the maximum would b e around 110 million 
dollars; that is, with charges pai d up next July. 

Do you expect the banks t o take practically all of 
that? 

llell, they would take, I a ssume, John, most of it 
except the farm stor age wheat. We don' t know how 
much we 111 get under the f arm storage plan to handle 
that direct, but we might get, Mr. Secretary, 20 
per cent of the l oans in f arm stor age. 

I think t ake mos t of them. 

In farm storage? 

llhy not? 

'l'hey' re not equipped, not sufficiently equipped. 

You mean the bank'l 

No, the f armer - f arms torage as distinguished from 
elevator storage. 

I thought you were saying who would take ••• 

We 're not going to let them have any of the far• 
storage wheat . 

Why not? 
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Those loans are made on a chattel mortgage bssis. 
It 's impractical t o agree t o buy chattel mor tgages 
from a bank. You've got to examine those and O. K. 
them before you put your money into them . But on 
the other, which will be the bulk of t he whea t 
loans, I should say the banks will take 60 percent 
of it . 

i ou say it 1 s impractical to . Why is it? 

No warehoase r eceipt. 

No war ehouse receipt. Your security f or your f s rm 
storage loan is your chat tel ~ortgage . 

Banks are not looking for the mortgages anyhow, 
are taey? Commodity Credit is the underwriting 

That' s true , but there is no way we can tell a 
bank in advance just what t hey have to do to get o 
satisfactory chattel mortgage . We want to look a t 
the chattel mortgage before money is advanced on 
the loan, so we make those di r ect. 

That might be as much as 40 or 50 mi l lion dollsrs 
cash. 

( Nods yes) 

Is that - would tha t - do I a rrive a t the figure, 
t hen, that they may draw on us, or rather, draw on 
Commodity ~redit for 40 or 50 million? 

~es, if they get 40 percent of it - 40 million. 

And they've got 150 million cash on hand? 

That's about r ight, i sn't it, John? 

A little less. About 135 . 

• 

That's much less than what we figured - cash outgo. 

Farm storage l oans will not be made until 30 days 
a fter the wneat i s s t ored ; then inspect it, d eterm.ine 
its condition so f ar as •••• 

' 
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Required, furthermore, that the moisture content 
be not in excess of 13 percent. 

13? 

13 . 

Is that strict? 

235 

That ' s stri ct, yes . We intend to make tha t 'phase 
of the operat ion very strict. 

Yes . 
~ -

I thought i t was originelly contemplated tha t all 
this wheat would b e stor ed in licensed warehouses . 
Di dn ' t we give you some more money to license 
war ehouses? 

You did, but Congress di dn 't. That ' s where the 
rub came. We went at 1 t very definitely from tba t 
point of view , but we couldn' t cut it on the Rill , 
and when we f ound we couldn 1 t do it we had to 
revise our plans accordingly . li e have entered 
into an arrangement wi th the state warehouse people 
to help ... 

Does the l aw re~uire you to lend on the farm? 

'Nell , we •re given an option on that . 

That ' s optional • 

I'm not sure about tha t, t hough . 

~es, it' s optional , but the important thing .•• 

There wa s in the debate, in the various effor ts 
that have been going on, ther e 's been a grea t deal 
of interest in the farm s t orage end of i t, e s pecially 
in tne Northwest . 

Hazards are pretty great, aren' t t hey, Mr . Secret ary? 

Hazards are great in the weevil area , and the hazar ds 
are great in case the stor ages are of imperfect • 
Of coarse, we i ntend to t ake care of t hat by 
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and to enforce regulations through the county 
committees, which would mean visiting the f arm 
bins from time to time. 

Loans on farm storage give the f ar mer a chance 
to earn the warehouse charge r ather than to pay 
it out to an elevator. 

(Nods yes) 

That's another reason f or giving some reasonable 
encouragement t o farm storage . 

The elevator cnarges are - this is impor~ant to 
keep in mind in tnis wne~t loan, that here f or the 
first time we have eleva t or charges of the Magnitude 
tha t can eat us up very r apidly, and we will want to 
have this devised so tha t that doesn't happen to us. 
That did happen to the Farm Board . And I think you' ve 
got a set-up here whereby our storage charges can be 
kept in hand fairly well. 

Cutting it d0vm .to a seven months ba sis, the maximum 
charge on the elevator storage- that's terminal, 
elevat or storage - 6 plus 1 - 7 cents for the full 
period t hat they lul.ve it in there, until next July. 

Tnat ' s in, out, and the storage . 

Tile country elevator woula be higher than that, but 
with the t erminal elevat or on the one end and the 
f ar m storage on the other end, we think we can 
bring some pressure on the stor age charge business 
to get that down. 

Or course, if we were under the necessity of taking 
the wheat over, then 'lie would have the question of 
whether t o put it on the market . 

Tha-;. 1 s right. 

Or t o continue to incur s torage charges ourselves • 

~bo pays these s torage charges? 

J:o'irst lien on t be wheat . 
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First lien on the wheat. Pr oducer bas to pay them 
off before be can get bis wheat to sell. 

You'll owe the farmer for storage charges as tbe 
offset against his interest . 

It ' s a non-recourse loan. In case the market is 
below, wby, thim we're stuck on it. 

But you don ' t pay him unless be delivers tbe wheat , 
though? 

That's right. 

~s there any time limit when the Government could 
step in and sell tbat wheat? 

Seven months on the elevator storage wheat and 
liay 31, 1 39, on the farms torage wheat; and in 
aey event, if the price gets above this $1.14, 
step in and call all loans. 

Do what ? 

If the price gets above $1.14, they can call the 
loans, require they be paid orr. 

Above $1.14. 

That ' s parity. 

On the present September quotations, you'll have to 
rely on improvement in price t o get your carrying 
charges , won't you? 

(Nods yes) Of course, one important factor in there 
is the fact that you•ve got next year a mandatory 
wheat acreage allotment established by Congress of 
55 million acres, as against 80 million acres this 
year . Very drastic adjustment in wheat acreage . 

55. They do the same in cotton? 

(Nods yes) 

Bow much is it in cotton? 

I 
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Co tton will be a bout 26 million. 

And corn? 

Corn- that's obout - that wosn't mondatory, but 
it ' s down to about 94 million. 

238 

Viell , I know enough to say •Yes• anyway , seeing I 
ca.n ' t say "No ." 

?ut it the other way. 

'.\'ba t? 

I put it the other way . I d on't know enough to 
say "No . " 

But you c an' t say •No.• 

I accept your amendment . 

I think - 1 assume, Mr. Secr et ary, t his conversation 
is going on the assumption that we 1re talking about 
a minimum loan. Uaybe we ought t o disillusion him. 

It would be very well t o bring that point up. The 
law reads that the loan shall be, in event of either 
of these two f acts which I have mentioned earlier, 
anywhere between 52 percent of parity and 75 percent. 
We ha ve had a great many telegrams from the wheat 
region urging tha t it be above the 52 percent level . 
He all feel t hat it should not be above the 52 percent 
level. 

Well , you've decided tha t , haven't you? 

Well , nobody's decided t hat . I mean that ' s brought 
up to the high council. 

Have you got the schedule there, Tapp? 

I ' m indicating my feelings on the question. 

As far as you know, it' s going to be 52 percent. 

Tba t' s what I • m going to recommend . 
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Isn't that what the President accepted? He has t o 
sign this, doesn't he? 

Wel l , I would think be would accept it. 

I mean be ' s not asking to increase it above 52 
percent. 

Tbe President has given no indication be wanted ' it 
increased above 52 percent . 

As I understand , t na t 1s the ~inimum he can accept 
under any conditions . 

Can't go lower. 

It can ' t go lower t han that . 

It cango up to 75 . 

But if you wanted t o particularly 

'l'hese ere the figures I mentioned a minute ago . 
i bese ar e preliminary es t imates. 1'/e won ' t make 
our final estimates until we get the c r op reports . 
But on the basis of preliminary estimates, Kansas 
Cfty Number Two bard would be 7l cents; !lumber Two 
red, 69 cents; Omaha , 70 cents - t hat ' s Number Two 
har d winter; Chicago •.• 

Tbat•s in the warehouse at Omaha . 

That ' s ;·igbt. 

And a t Kansas City. 

And any point out from there, freight charges and 
handling charges. Chicago, 70 , bard 'Kinter, and 
75 on r ed winter. St. Louis, 76 on bard winter 
and 74 red winter . Minneapolis, 81 on Number One 
dark northern spring ; 79 on northern spring; 72 
on Number Two amber. 

Don 't you think you're shedding your di fferentials 
t oo early on your spring whea t ? I should thiDA t hey 
would be subject t o cbange in view 
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These wH.l be subject to adjustment after we get 
our crop report. These ere early preli.minary 
ideas to see what a 59 cent loan would mean. 

uo you fix the parity once a month? Your Bureau 
of Agricultural Economics do that? 

Yes • 

Is tbat fixed - is that published once a month? 

Yes, sir, published in tha t little blue publicati on -
wha t they call it - "The Agri, __ tural Situation.• 

Tha t's published . Incidentally, I don't get a copy 
of it . Will you g~t it for me, George? 

Be sure tbat George is • •• • 

I'm sure George gets it, but I'd like to get it . 

Well, you c ans ee that it gets in here, can't you, 
Geor ge? 

I 1 11 do that. 

• 

Ur. Tapp, how do t hose loan values compare with the 
present spot marke t at those points - Chicago , Kansas 
City, and so on? 

About two or three cents, in Chicago and Kansa s 
City, above, and not much above in the spring whea t 
area , because you've still got a bigb cash value 
in tha t ares . In Kansas City and Chicago ••.• 

the loans a re above . 

But not in the spring wheat area yet, because you've 
got a high cash market right now. But those are 
about the minimum prices that will give you 52 percent 
of parity in the average farm. 

How's the export, mora or less tbis year than last 
year? 

Tbat depends a lot on how the f oreign crops go and 
what the policies of the foreign governments are. 
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It looked a month ago a s though we would export 
fully a s much, but the crop turned very much for 
the better during the month of June in Italy, and 
now i t doesn't look like it wil l be as good as last 
year . 

Might get some forward b~ing on the par t of f oreign 
interests, feeling that wheat i s pretty a ttractive 
and that they ' d invest some money in it . 

There ' s no use - I don ' t want any more. 

No, I have - if you can get t he President to concur 
in your recommendat i on, I ' ll help you logroll with 
the Commodity Credit Corpor a tion board; I 'll try 
t o get them to appr ove it. Ha ven ' t got any choice 
in the matter. 

No, but I apprecia t e the courtesy of telling me. 

~t • s interesting to know. 

In or der t o s ave Bell, do you want anything t o 
clear the Bureau - the only formal thing this is is 
the hearing before the Bureau of t he Budget. 

We wanted t o get some arrangement ·.ri tb llr. Bell 
wher eby we could get a telegram to the President 
next Tuesday and get a r eply , so that after the 
Board meeting we ' d be r eady t o move. 

On tbe 11th- that ' s Monday, isn' t i t? 

Yes . 

On the 11th our crop report comes out, and that 
starts the wheels in motion, and we want them t o 
move a s f as t a s possible . 

And the Board is prepared t o meet • • • 

Tuesday at 2 : JO . 

2 :)0 Tuesday . 

We can r each him v ery promptly any place up until 
the 16th; any time up unti l the 16th. 

Regraded Uclassified



Dasher: 

Bell: 

Dosher : 

'!.'ullace : 

Dasher : 

J,,mes: 

Tapp: 

Bell: 

Jones : 

Goodloe: 

Dasher : 

Wallace : 

Bell: 

H. :.I . Jr : 

Jones : 

-22-

Has he tal.ked to you about a loan on r aisins? 

No, we've been t a lking about a loan on wheat. 

We've got one here f or 9 million dollars on 
r a i sins . 

This is not a manda tory loan. 

Not a mandatory loan, but a r ecommendation t o tbe 
President that he authorize a 9 million dollar loan 
on raisins . 

The Boar d approved t hat yesterday, didn't they? 

Yes . 

I s that following last year? 

We t ake that in our s tride . 

It' s lower than l ast year . Las t year it was 55 -
50 dollars now. 

50 dollars a t on . 

Did you l ose any money l as t year, after everything 
was cleared up? 

Tha t was included in the 94. 

Well, all right. 

All right, sir. 

• 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON Jul;y 7, 19.38 

Ra1 Meeting of llxecuthe lepresente.tiTes 
of Anti-aonopolJ Coaaittee 

243 

A confidential aeeting of the oain eouittee wu held in Roo• 244, Senate 
building at lOa)O A.!l. July 7 and adjourned about SaOO P. ll. 

Present: 

Senator J. C. 0 111ahone;y1 Cba1raan 
Senator II. B. ling 
Senator 11. 1. Borah (Absent) 

CoD&. 11. 11. SUJmers 
CoD&• B. c. Reece 
Cong. !. c. Iieber 

Deoartaent or A&egc:c: 

Justice 
Comerce 
Labor 
Federal Trade 

Collllliasion 
Treaaury 
SEC 

Thura&n 11. Arnold and Harold !Iathan 
R. C. Patterson and Tbomas c. Blaisdell, Jr. 
I. Lubin and A. Ford Hinriohs 

G. s. Ferguson and E. L. Darla 
B. Oliphant and C. J. People a 
11. 0 . Douglas and J. 11. Frank 

Executi<re Secretary - Leon Henderson 

Ip Gtptr&l. 

Specific resolutions with respect to coaaittees on subpo""""; a eoaaittee of 
tbne to issue, and a coaaittae of fhe to hear appeals troa subpoenas being eate.blishecl. 
Also that all ate.teaenta or interrlen to the preea should be gben out onl7 bJ the 
Executin Secrete.ry acting in conjunction with the Chairao.n or Vice-chairaan. 

A«•pdt. 

A nemore.ndua froiD each !XecutiTa •••bar -• read aetting forth the scope but not 
inclusho of the field and subjeots of inv .. tiaation and r .. earch. these ageDII& crMted 
considerable general discqsaion. there W&l considerable o.erlapping of subjects •• 
between Justice and Federal t rade Co..tsaion. J. resolution wu finally pused to the 
effect that tho Eucutbe Secretary should correlatA after turthar consultation with t he 
Executive •••hera with a •rtew toW&rd aetting forth therein the scope of the inveatiption 
~'>bJoet to such subject& u 11&1 be added thereto 1'roa tillf' to tue, and with a Tin 
toward P~"O'renti~ o<rerlapping or duplication of effort. 

Tbeae aaend& to be ready for the next ... tina of the aain co.aittee IIIIich will 

held &bout the lliddle ot next week .ubject to the call of the Cbairaan. 
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Be requested ~halon to e.pl.o7 u ada1JI1at.re.t1Ye aedatut at about 14000 
annw:o; a bootkaaper at about 12600, alld a ·~at about $2000 tor bb 

to be eatabllehed ill tbe F..s-1 Trede eo.iea1oo, whleb na ap~ed. 

Spirit ot COQR'r&t.iop 

H ..., ver-r orrldct all tbe ~ tbrou&b tbe d1acueaioD& of tbe ap1rlt of 

on the piiX't of all -be,re, l esialat!Ye alld uewtin, alld eecb .-bar ot 

legislative branch is expected to taka actin 11ltarea t 1n the aub-couittee work 

be done ay tbe uecut!Ye -bare 10 tbet euch legblat1oo u -:r be proposed later 

upon the reco:m:eodat1oo of tbe Mill coDittee wUl hen 1n CoDgresa certaill ~· 

~horoughlly acquainted therewi tb &Jld aa leader tbereot. 

~ent 

• 
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TREASURY DEPARTMENT 

INTaR O,.,.IC II COMMUNICATION 

..... Jal7 •• 1tal 

To S.cretarJ llorc-~ 

•oow II • .L Barril 

note at ftrloua ratee. !U f1ret 11 a ftrJ oonoenathe eoU.aate 

&114 one that wonlA be t.oiCliatl17 p1acec1 upo11 the ftrloua 110h1 

1t thq wwre offeNA. De oecoll4 eottaate 11 the oM that wonlA 

be aboa 1f the tone 110TIA t.o1Cl1ate1J to the 'beeh that 1 

bel1eTI 11 111 l111e wUb the ll&l'Dt 1114 cerWII17 aboulA be .,_ 

pcc\14 after tbe hi'CUI bao belli cro.t for a wb1h. 

1 • • 
1~ • 

rl!fl' a. r. c. Iota 

o. 7~ • o. fl11. 
o.73ll- o.fl11, 

0.7. - 0.6~ 

loUaateA Pr!alw• 

2tt./33AU - n/32rMSA 

16/32D41 - 19/3~ 
·2/32D41 - 8/32D41 

lf I=YW Jl. J. c. lote at a Prlot 

OffereA Price t1el4 at 1111 rna1- 11141oah4 alloT• 
offl rK prlOI offeriA prlc• to 71•14 0. 73 

• 0 .17 r•!R!Cttrtlr 

uo 1/ f. 0.9~ ll/32rMSA - 35/33AU 

10/3-.&1 - 16/-:::...; 100 l /3 o ... 

245 
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FEDERAL EMERGENCY ADMINISTRATION 

OF PUBLIC WORKS 

WASHINOTOH. D. C. 

JulT 7, l9S8 

llr. liJllia• H. llc:II41Dolda 
Adai.Diatrati•• Assistant to tile Seerete.l"1 

Treaeury Dep&rtllent 
Washington, D. C. 

lly dear llr. KcRe)'tloltia• 

IN "~y f'1...CASil "ll"C" "1'0 

Aaaiet.Adain. HAG•o'e 

Since tile .let was aJ.&ned, •• b&ve ude &lloteenta and 
sent out otfera on 189~ projects, covering loans of 
$26,181,000 and eranta of $218, 784,477• total , $244,965,477. 
The estimated total cost of construction which these allot­
menta will bring about ia .486,86&, 751. 

We baYS bad no otters declined otfic1&ll;y, &lth~ 
there are newspaper I'UIIOrB to tile affect tllet some of til• 
will be . lie think these rill be in negligible quantity 
because of tile care taken prior to the allotaenta. Appli­
cations are coming in at tile rate of over one bundred per 
day, and we will be abortly allotting at tbia rate. 

Sincerely youra, 

a. ~~ 
Assistant Administrator 
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TREASURY DEPARTMENT 

INT'ER OP1'1C& COWMUNfc:ATIOH 

""'" Jul7 7, 1938 

TO l!ecreta1'7 Jforgenthall 

·- Mr. Ha~ 

Attached 1• the chart which JCU roquoated thia .orBing, 

abcw1J18 tho nwa:t~er or worker• reoeirtnc W.P.J.. OIIPlo,-.ent 

b7 weeu and b7 aontha. !wo table• are alao attached, turuiaho-

1ng tho data upon which tho chart baa boon u.de. 
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WCIUtB PROORJ:88 AIIUIIIS!RA!'IOB 

HUmber or Worker• ~lored - Konthlr 
United State~ 

1935 
Hwsber ot Workers 
(In thoueande) 

Julr 70 
August 

~t Septtllllber 

October t,m November 
December 2, 71Kl 

1936 
Januarr 2,926 
:rebruarr 3,036 
)(arch 2,g72 

April 2,5~ 
J£a;r 2,3 
June 2,256 

Jul1 2,249 
August 
Septe11ber 

2,m 
2, 

October 2 , ~1 
Nove111ber 2, 3 
December 2,192 

1937 
Januarr 2,1~ 
February 2,1 
U&rch 2,115 

April 2,070 
l!tly 1,999 
June l,g21 

July 1,~9 
August 1, 0 
September 1,11?1 

October 1,476 
November 1,~ 
December 1, 

19~ 1,901 Januarr 
rebruaey 2,076 
llaroh 2,395 

April 2 , ~3 
lla1 2, 0 
June 2,767 y 

Sourcet Works Progreu J.d,tin1etrat1on 

'!/ Confidential 
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I'ORU PROOBESS AllaNIS'l'RATIOH 
!Waber of Workers Dlplored - Weeklr 

United Statu 

Week Ending HUmber of Workers 
(In thousands) 

1937 
November 6 1,4&! November 13 1,500 November 20 1,510 Nove11ber 27 1,520 
Decnber 4 1,538 December 11 1,558 December 18 1,~ December 25 1 , 29 

1938 
January 1 1,667 Januaey t! 1,712 
Januaey 15 1 , 768 January 22 1,832 
Januarr 29 1 ,901 

J'ebruary 5 1,945 
February 12 1,985 
February 1~ 2,002 
Februar;y 2 2,076 

l!arch f 2,lft4 l!arch 2 2,2 
!larch 1~ 2 , 357 
Karch 2 2,395 

April 2 2,444 
April 9 2 ,~ 
April 16 2,5@ April 23 2,5 
April 30 2 , 583 

lla;y 7 2,608 
lola;y 14 2 , 638 
lla;y 21 2,652 
lla;y 28 2 , 680 

June 4 2,69! June 11 2,71 
June lt! 2,7(,6 
June 25 2, 7 7 !I 
Jul7 2 2 , 807 !I 

Source1 works Progress Administration 

!/ Confident ial 

~· -
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2!J1 
TREASURY DEPARTMENT 

INT&A 01'1'1C& ~WMUNICA110H 

.... Jul:r 7, 193!! 

•• 

~'bJeot: 

Seoret~r .. ntha• 

Kr. Kaa 

1fheat oana liT the Co..odit, Credit Corporation 

!he oonte~lated loan will be 
the on wheat. !'he Corporation hae 

&lreadJ •de loans to growera on ootton, oom and wool, and to 
oooperat1Te aaaooiationa on datea, tige, raiaina, prunea, to~aoco, 
peanuts, butter, turpentine and rosin. 

2. Who .U:ea the loan. On wheat atored on the tar., the 

loans w111 be uda 41t••ot to the growers liT the Oorporation througtl 
the local ageno:r ot the Reoon•truotion rinanoa Oorporation. On 

wheat stored in elentora, the loans wUl be Mda b;r looal banks, 

and 11'111 ba guaranteed as to pr1noipal and interest b:r the Corpo­

ration, or b:r the Corporation itaelt. •o other GoTernaent ageno:r 
participates in the loan. 

3. Baa1a ot loan. !'he oonte~lated bae1a ot the loan ia 

52 percent or 1paHt:r1 , equ1 Talent to a loan Talue ot 59 oenta. 
Xr. Tapp stated that final deoia1on on the loan Talue will be ude 

atter the orop report on Konta;r, Jat:r 11. The oonte~lated baaie 
h the a1nima eatabl1ahed 'b:r the A6rioult1aral AdJuataant Act ot 
1938. !'he aa.x11111a baeh eetablhbed is 75 percent ot 1 par1t;r1 , 

equiTalent to a loan Talus ot !!5 cents. 

4. Partt:r. Par1t:r aa applied to pr1ou ot an agricultural 

co-odlt:r under the A6rioultural Adjuataent Aot ot 193!! 1e that 
price which wUl gin to the oo..odlt:r a purohaa1ng powsr w1th 

reepeot to artiolea that tarmera bu:r squiTalent to the purohae-
1ng power ot auoh ooamodlt:r in the base period -- Ausuet 1909 to 

Jul:r 1914 tor aoet agricultural o-d1t1ee. Ae ourrentl:r deter­
mined, par1t, tor wheat 1e $1.111-, the product ot the an~ taN 
price ot wheat, 1910.14 (!!!!.4 oente) and the index ot aTer&ge 

prioea now paid b:r tarmere, 1910.14 baeie (129). 

5. Ditterentiale. It is conte~lated that differential loan 

rates will bi eetabilihed, both b:r gradee ot wheat and 'b:r geograph­
ical location. Loan ratee will be eetabliehed at terataal pointe 

euoh as taaaaa Cit:r and Chic~, and will be adjusted baoll: to thB 

tara troa these po1Ata. · 

Regraded Uclassified



252 

seoretal'7 Korpntba1l - 2 

6. L1!1!14aUon ot loane. LM.Ile oan 'be l1qu14ahd at aar UM 
bJ the tarMr. LOiie on whiat .to:red 1D eleYatore will be tor a 
period of ""n ••~•• LMDe on wtwa'C eto:red on the t&l'll will 
aature OD MaJ 31, 19}9. 

7. !he t&l'Mr ph 'Che prooeede ot 
a loan ae qW.oJr:lr ae the neoeelal'7 pe.pere 
oan be haadled. !he OorporaUon _, oooallon eo• delar 1n aakinc 
41ebllree•nte, baweyer, beoauee ot tlle 41tf1o\ll 'C;r ot obtaining 
tora• and 1n 41etl'1but1ng tbea to t bt ~lte. In t he oal8 ot wheat 
stored on tlw tara, 80NOftr, tbe orop ll\llt bn been eto:red 
th1r t J dar• on 'Che t&l'll and Mft paued 1nepeot1on b7 ' tlw oount:r 
oolllllll. ttee, eetabl hhed under the our:rent and p:re•1oue &81'1oul tural 
ooneerYat1on prograae, before beooa1ng el1g1ble for a loan. 

~. Sta tu• of ~oorD loan. !he Oorporat1on aade loan• on 
the 1937 dOPD oropUnc 'CO tt ,19',299, of wb1ob 17,029,223 
11 et1ll ov.tetan41JII. co-1'01&1 bank• •de 001'11 loaae, ~teed 
bJ the Corporation ae to pl'1no1pal and 1nte:reet, of t1~, 230t1~, 
ot Wh1 oh $1~, ()11.1, 962 11 e'CUl euhtan41ng. Loan• on the 19>7 
oorn orop were •de between Deoellber 1, 1937 and ~prU 1, 193~. 
and 11atu:re 10 a onthe fl'Oa elate of loan, but not later than 
Novt11ber 1, 193~. 
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TREASURY DEPARTMENT 

INT&N OI'PlQ COWMUNtc:ATtON 

....... 7/7/38 

TO Secret~nthau 

Mr. Hae~fi raoM 

SubJect: Government agricultural program with respect to wheat. 

Tho Government wheat program consists ot: 

1. 

2. 

The conservation program, t o r acreage control and 
soU building. 
The marketing quota plan tor dealing with over­
production. 
Wheat loans. 
Crop insurance. 
Seed loans. 

The conservation program 

Under this progr am, a farmer is given an acreage allotment 
each year, and a normal yield per acre is determined tor hie 
1'er:n. On cond1 tion that be baa oocplied with certain requlre­
t!ente regarding the building up ot hie eoll by planting soU 
building crops, be is paid at end ot the seaeon an amount deter­
mined by his normal wheat production on the allotted acrsage, 
leee any penalties tor exceeding this acreage. 

For example, if a farmer's normal yield is determined at 
11 bushels per acre, and hie allot111ent this year is 100 acres, 
he will receive a Government payment on 1 , 100 bushels at the 
r ate o1' 12 conte per bushel, or $132, regardle88 of the a1110unt 
he actually raieee on that acreage . It be plants more than the 
100 acres, there will be deducted fro111 the total uayment a 
penalty equal to five t~ee the 12-cent rate, or bo conte, on 
ee.ch excess blahel calculated on the baeie of hie normal ;n.eld 
on the excess aoreage. J'or example, it be planted 110 acres, 
and h1s normal yield is 11 bushels per I}Cre, be Will be penalized 
Go cente a buebel on 110 buebels, or t6b. 

Farmers will get '0&11118nte on their 193!! crop eo111e tae this 1.. 

1'all . In the oaee of &here tenant., p83"£ents are divided between 
tenant and landlord 1n proportion to the div111on of the orop. 
Cash tenants are paid the tull amount ot t he Pa1111Bnt, as 1t they 
were Oll'ners. 
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S~creto.ry Uorgentbau - 2 

The ~rketing quota plan 

Provioion is made tor withholding whent from the market 
under a mariteting quota whenever, in advance ot the beginning 
or a new season, it ehnll appear that the total docestic supply 
will exceed normal consumption and exports by more than 35 per­
cent, provi~ed a referendum among farmers subject to the quota 
ahoTts a t least two-thlrds i!l favor of the plan. Farnters will 
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be given loans on the wheat withheld froc market, but farmers not 
coo~eratin~ in the soi l conservation program will receive loans 
p t only 6o percent ot the rate allowed to cooperating t amers . 

Wheat l oene 

\'/heat loans to growers are mandatory whenever the farm 
nr1ce on June 15 is below 52 percent of t he "parity price" , or 
when the July crop estimat e is in excess of a normal year's 
do~estic concumption and exports. This subject is dieoueecd in 
a se~erate memorandum. 

Crop insurance 

Beginning with the 1939 crop, an optional crop insurance 
plen ie available under two policies, for insuring either 75 
percent or 50 percent of a normal yield. The farmer will pay 
to the Federal Crop Insurance Corporetio!l a premium 1n bushels 
of wheat , or ite cash equivalent, depending on the plan selected. 
Tae nremium varies in different sections. If, for any reason 
outslde of his control , the farmer should receive lees than the 
50 percent or 75 percent of hie normal yield , t he Corporation 
~ill deliver to him enough wheat to make up the def1o1ency. 

Seed loans 

Emergency seed loans are sometimes made under special 
acnropri atione by Congress, to provide money, tor exa~ple, in 
drought-etrioken sections. Seed loans are also made to growers 
through t he Farm Cr edit Administrat ion. 
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Secretary of St~te, 

Washington. 

608, July 7 , 6 P • Dlo 

257 

GRAY 

London 

DatEd July 7~ 1938 
. . 
Reo'd 2 p. m. 

FO!l TREASURY FROM BtlTTER\"IORTB. 

Thl: grneral tendency of th£ dollar to bE etrong 

1n terms of sterling bas bEEn augmented by predictions 

t~~t it would go bElow dollars 4 . 90 and also that it 

might be stabilized at dollars 4. 86. This has beEn 

responsiblE ror th£ sizE or the gold dealings today, 

th£ anount at fixing being 278 bars although thE prtm1UIII 

was only 3 pence . 

The othEr movement that is noteworthy bas bEEn 

from short and datEd government securities into long 

and undated due to th£ city's incrEasEd confidEncE that 

a Czech German crisis is not in t h£ offing. 

JOHNSON 

VIWC 
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EDA 

Secretary of State 

Washington 

1083, JUly 7~ 6 p. m. 

FRO I!. COCHRAN. 

GRAY 

PARIS 

Dottd JUly 7~ 19S8 

Rtct ivtd 4 p . m. 
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Today hns beEn unfavorable to Paris on both 

txcl?-nngE ~ stock mrkets . Fr anc nt aktnt d from 

177. 75 to . as with co~trol appearing to yiEld 

considErablE stErli ng. Thus pound otrEngthened against 

franc i n .spitE of dEmand for dollars from ·holdErs of 

sterlinG• BElga strong agai not dollar and higher gold 

pricE: in London . Part of f ranc weakness camE from 

todayt s Bank of PrancE statement which showed 

increase or almost three billion francs in circula­

tion. Vlhile this is not extrEmE for end of month 

and half yEar, 1t str uck a sensitivE m:lrket . Gossip 

i n regard t o Anglo-~Erican tr~dt and currtncy rcva~­

u-.. tion ae;reements alsc partl; rtspon:Jiblt f or slump. 

BULL ITT 

KLP 
' .. 

• 
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REB 

TELEGRAM SENT 

GRAY 

July 7' 1938, 

7 p , m, 

AJ.!El!BASSY 

LOIIDON (ENGLAND) 

330 

The SecrEtary of thE TrEasury will bE i n Paris 

on July 24 and exprEsses thE bEliEf that it would 

bE usEful for ButtErworth to bE in Paris that day to 

participate in di scussions , This is agrEeabl E to th£ 

DepartmEnt if satisfactory to you, 

EA : HF : LWW Eu PA/D 

HULL 
(In") 
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PROM: Allerioan •be. .. y, Parle, France 
DATE: July 8, 1938, noon. 

liO.: 1086 

P'ROil COOIIIWI . 

At half-past ten this morning I visited at the 
Bank of Franoe. The French cont rol bad by that time 
lost 175,000 pounds; there was increasing pressure on 
the franc . 

lro particular reuon oOUld b e given by my friend 

2CO 

t or t he turn in the market of yesterday and this mor ning, 
except that there is increasing pese1m1• regard.ing both 
the French and international s ituat ion. The control lost 
1 1/2 million pounds yesterday. This amount more than 
wiped out t he gain wbiob was realized on the two day• 
before then. 

lly market contact t old me a t twelve noon that 
the rate opened n011inally at 177 . 82 this morning, but 
until the cont rol began giving •terling at 177.95, there 
was no bueine11. The rnte had ooved to 178 .45 in a short 
time, but at noon was back to 178. 25. lly friend aaid 
be thought part of the weaknesa -• the result of go .. ip 
in financial o1rol .. baaed upon the understanding t hat 
there -• a deficit of 990,000,000 f rano• in aub•crlpUona 
t o the nat i onal daten•• bon4e in the month of June. 

In 
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In the oirCIUIIetuoee, ODe is lecl to 11U11peot that the 

'l'reaeur:r dtuaUoll h not good, and •hat Ulll.eee there 1e 

a turn ill the trencl of the short tera CoYerD.IMI!lt eeourity 

market, it will be neceeaar:r for the ~erna.nt to tr:r 

a publio loan or ~ore likely resort to borrowillg froa the 

Bank of J'ruoe earlier than it wae thought would be 

necessary a few weeke ago. 

,.. 

I~Jil'lll,l'fJQ ·- \J1T 

·~-- ......... t.o..r 

BULLift. 
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SEcrEtary of Stat E, 

Washington. 

617 , July a, 5 p .~ . 

GRAY 

London 

DatEd July B, 1938 

Rto 1d 1 p. m. 

FOR TREASURY FROM BUTT ER'.VORTH. 

ThE franc was hEavily sold today a nd thE Frmch 

author i tiEs lEt it slip to 17B- 5/16th. At thE samE 

timE thE d cnand for gold incrEaSEd, 2 48 bars wErE 

2G2 

sold at fixing thE pronium bEing thE samE as ycsttrday 

and sizEabl E dEalings wtrE donE aftEr fixing . Thtrt 

i s a real scarci ty of gold coin; sovErEigns sold as 

high as 33 shilli ngs llt pEnce and gol d dollars 7 

shill i ngs. Partly duE to thE franc movonmt and 

partly duE to sw1 tohings thE dollar "EakmEd. 

JOHNSON 

RR : HPD 
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R~ AFFAIRS OF E. E. BERNEY July 8 , 1938 . 

9 :10 a .m. 
Pr esent : 

!l . l.i . Jr: 

Berney : 

fi. '4. J r: 

Berney : 

Mrs Klotz 
Mr . McReynol ds 
!Jr. Berney 
!.!r . Graves 

Berney, would you tell me in your own way Jus t what 
there is t o your business of owing the banks and 
why you didn't l{eep up your pnyments and how you 
happened to get i nto debt? 

Well, get t ing into debt ·would go backs everal years 
pr ior t o the closing of the bank, due to the purchase 
of several pieces of r eal est ate t hrough the officers 
of the bank as then c onstituted . Those offi cers, as 
I sta t ed in the ' cocmunicat ion to you, •••• 

:ihlen I ha ve not seen . 

I•m s orry , sir . • •• died- one; one committed 
suiclae and the other is serving f our year s in the 
penitentiary . Through the mani pulation of t hose two 
men I f ound myself, at the t ime that tha t bank was 
not r eopened and the other banks were opened, in a 
position that I los t both of toe houses and found 
t hat my affai r s at the bank were in - well , I would 
say very irregular shape . The r eceiver told me that 
I and several hundred others had been used by the 
officers as dummy accounts to pad their own manipula­
tion . I n other words , in my own particular case, if 
I pa id ¥150 interest, they would charge me $150, give 
me a blank r eceipt for $150, and pocket $300; and tha t 
went on for a period of years . 

\Vhen the whole blow-up came, I was confronted with 
a suit by the receiver of some five thousand dollars. 
I hqd previously r ai sed o t the request of the Vice 
President who committed suicide some thousand dollar s 
by borrowing money through endorsements of friends 
of mine a t o ther banks, turned it over to them for 
e saving of taese pr operties - tha t money. And I 
immedi a tely went to the receiver and told hi m my 
story and we finally came t o an offer in coatpromise 
on the outstanding loans, he admitting, of course , 
to me that nobody could tell ho·N much I owed the 
bank. 

My only reason for not going t o trial in the c ase a t 
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Berney: 
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the time and folloWing the advice of the then 
Comptroller of Currency that I do go to trial and 
defend the case, was t hat the law as my attorney 
interpreted it 1n the District of Columbia was 
tba t they bad never definitely decided here whether 

testimony of a man could be taken against a deed man; 
that is, oral evidence be accepted against a dead 
men . And with that in my mind, my attorney said, 
11You•re taking a gamble.• •Well," I said, "I 
don't care to have this thing spread around in the 
department or elsewhere and I ' ll get out of it the 
best I can and carry as big a load as I can . • 

That's up - 1n a general way, up to about the time 
of the compromise . I had other obligations that 
I mentioned. I bad borrowed money to s ave these 
houses from time to time. But t he week before the 
Vice Preside.nt of this bank coui tted suicide I 
bad gone in to see him because things had been 
coming to my attention - one thing, the fact that 
one of t hese purchasers or overdue t ax bills bad 
written to me and told me that be had bought a t ax 
receipt on one of these properties, t he house that 
I was living 1n then, and I went in there and wanted 
to know what it was all about, because the first 
trust notes had been sold t o some new people, which 
meant to me that the interest end the taxes bad been 
paid current ly . And he said, •Oh, come in here 
next week. lie just went on a five percent basis, 
and I'll straighten your accounts out . They 're 
all mixed up." 

Well, next week he was a dead man. 

Well, after this compromise was signed and I went 
on the $40-a-month basis ~1th the receiver 

How much did they compromise for? 

Two tnousand dollars. 

You owed the:u two thousand dollars . 

I compromised f'or two thousand . The new thing was 
beginning t o break out; there was a second trust 
on one or these houses that I was sued onL after 
lying dormant for some three years, that l had no 
defense to offer on - amounted to about seven hun­
dred dollars. That came up. 

' 
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There were other obligati ons that I had borrowed 
on other friends • endorsements, and in handling the 
affair it seemed to me that where I had other 
people involved o ther then myself, it was infinitely 
better that I take the odium of non-payment on 
myself r ather t hen letting my friends down when 
they were involved, and where I bad fallen down I 
fell down for myself rather than on my .friends. 
They bad been good enough to endorse - carry me 
over. I was dropping ·money, really, in a rathole 
without Knowing it. And I had plenty o.f company, 
because everybody up there on the Bill - that 
neighborhood bank •• • • 

hxcuse me just a minute . 

(On phone) Tell Harold Graves to be in his Treasury 
office, if he's in t own. I want to see him in a 
fe1v minutes. To be in his office, the one next to 
i.lcReynolds - his own office . I want t o see him. 

In settling off these affairs over a period of 
several years and a term of 50- over a term of, 
let ' s see- of 16 payments behind out of- 16 
payments behind, I believe, out of about •••• 

• 

Well, it doesn't •••• 

The point was that I wa s 16 payments behind until 
I again sew the receiver and the Comptroller this 
week and adjusted the entire matter with them so 
that by this adjustment there could be no .future 
fall-down, having taken ca.re of future payments by 
giving them post-dated checks, so that in the future 
they will be all taken care of. 

You were 16 payments behind on the ~40? 

Yes, sir. I was $560 behind. In other wordsi I had 
paid $900-odd and I should have paid around $ 400 
a t thls date. 

Well now, Berney, did you tell either McReynolds or 
Graves about this finnnclal trouble you're 1~? 

Never told Wr. YcReynolds or Kr. Gr aves a thing about 
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any thing since the offer in compromise . Never. 

Did yo u tell them you were behind? 

Never . 

266 

Uio it ever occur t o you tha t you were letting me 
down? 

No, sir . 

You know what I went t hrough for you. 

1/ell, I certainly do . I would be blind not to know 
1 t 1 !lir . 

And you realize that when the Comptroller o f Currency 
comes around three times t o see a man who i s working 
out or the office of the Secret ary of the Treasury, 
who does n ' t make his payments and is i n financial 
uifficulty , it r eflects on my office and on me 
personally. 

i'iell, you see, sir, the reason tha t I didn't take it 
up ei t her with Mr . Gr&ves or lol r . McReynolds was 
because the r aceiver ~rote to my la~~er in Yarch and 
merely threa tened t o go back into court again; he 
didn ' t sey a ny t hing about t aking anything up with • • • 

Yes, but when you are i n o t ru~ ted posi t i on, &nd you 
of a ll people, your creditor s knoN, a re working out 
of the office of the Secre t a ry of the Treasury -
aren't you? 

Yes , sir. 

Wby diiln ' t you go to IJcReynol ds and Graves and s ay, 
"Now l ook, I•m not meeting these payments and, a s a 
man, I ought t o t ell you, so tha t nothing - there 
won't be any reflection on Ur . Uorgentbau, wno s t ood 
by me wnen I was - the d rive was on the Bill to kick 
me out. " 

IV ell, I - during toe ••. 

And there ' s nobody in the whole Treasury -nobody 
.that I •ve gone throlJ8h personally what I went t ar ough 
f or you. 
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Well, I agree with you absolutely. 

No, sir, nobody. I tied up - wha t was it, how many 
men ' s salary for three months in order to get you­
so that they couldn' t kick you out unfairly . There 
were hundreds of men didn ' t get any pay . How many 
men wera there in Alcohol Tax? 

About 860. 

Didn 1 t get any pay, so that you could keep your 
status in the Treasury . Aod if rou were a man, when 
you were in th.is tb.ing, so t ' :Pit McReynolds and 
Graves, who trust you, and I trust you - and you•ve 
let us all down. 

Well, llr. Secretary, may I say just tb.is. I•ve 
always been v ery close to Jetty O'vonnor on tb.is. 
I Knew Jefty o rvonnor. I t old him the whole story . 
I told him when I was behind. The day I left on 
this trip, the receiver 's superior officers came 
a r ouno and I - asked if I was the Berney that was 
in th.is j am, and they said, "Notb.ing will be done \ 
until you come back, and Ne 1ll hold it all up." " 
And the day after I left, the thing broke . 

' Which makes it all the worse . 

I hadn't tae slightest idea ••.. 

•ou were asking Jetty o •Connor to do s omething 
because you thought t hat would be all right. But 
you didn't go to lleReynolds. If McReynolds here 
was in a financial jam, Knowing the position he 1 s 
in in relationship to me, the first thing h~'d do 
is come say, "llr. llorgenthau, you ought to know~ 
position, because you're going on the basis · ·· " -
as I've said before, I wouldn't insult the people 
that work for me by aski.ng them whe t her they're 
gambling in the stock market or whether they're 
buying on margin, because they know bow I feel. 

But if McReynolds - which is impossi ble to think of -
would do - was in any trouble or was back on his 
payments and owed a bank and was doing the things 
which be' s doing, and knowing that everybody wants 
t o shoot at me , and if they can't reach me they 
shoot people that are close to me, the first thing 
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he'd do as a man i s come and tell me . 

''o'N, you didn 1 t tell anybody in t he Treasury and 
you thought on a ccount of your friendship with 
Jefty O•vonnor you c ould stall the thing over. 

I t wasn't a question of stalling it over. It was 
a question or Jus t e. financial impossibility of 
stretching the n~~ber of dol l ars I had over tbe 
area I had t o cover . 

Yes, but here's the Comptroller comes in and with 
a smirk on bis f ace says, "What about this fellow 
Berney who ' s out f or Worgentaau in the field?• and 
takes great pleasure in aunning me two or three 

260 

times for your financial difficulties. Now, if 
there is any one per son in the .Onited States Treasury 
that shouldn' t let Henry ~orgenthau, Jr . , down, it ' s 
you. 

VI ell, I wouldn ' t wi t t i ngly let you down. 

Well, you have . 

Nell , I 1 m extre1nely s orry , sir. 

bnd the amazing tb ing is , I don 1 t think you see it 
now • 

.. ell, I see it the way you picture it. or oourse I 
do . I certainly d o , t he way you 

• 

And I bold McReynolds and Graves responsible, and 
I'm very much put out with them. 

(On phone) Tell Graves to come in here . 

Well, I don't see w~ they should be .responsible if 
1 d on ' t tell them. They can't know if I don't tell 
them. 

//ell , they should - I mean they should know. 

Well , they c ouldn't know wha t my financial condition 
was if I didn't t ,ell them, sir. 

(On phone) Hello . i<ll right. uell, as soon as 
he comes, let me ~oN. 
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I mean for n man wbo is out reorganizing these 
offices, who is on the hot spot for me every time, 
end if anybody calls up - and there isn' t a month 
that passes that somebody doesn't bring up something 
about this group that's out in the field . ~by, if 
anybody criticized McReynolds or Graves, I'd - without 
even asking, I'd go down the line . nnd here you 
personally r epresenting the Secretary's office in 
the fiel d , reorganizing these things - you go into 
tiecret Service and a ll the rest of them - and I've 
got to sit here and have the Comptroller of the 
Currency come in ~nd say, •Well, what about t.!r. 
Berney?" 

Now, if you' d have come to me or come to Graves 
and said, "Here's the situation. I•a in a tough 
spot. I want you to know. You tell me what t o do • 
.6ut I want you to =ow about it, so tha t you know 
what Ill¥ positi on is, and you advise me, l.lr . 
UcReynolds , or l.!r . Graves, 11ha t should I do." But 
you didn't do tha t . • 

' Hell, I never had the slightest idea i t would ever 
come into the Department as a departmental matter . 
I always assumed that the l.omptroller would do what 
he said he *as going to do . 

Listen, anybody taat works out of t he office of the 
Secr etary of the Treasury has t o be a hundred percent 
sound and so that be can go and be investigated any 
time, so t hat he ' s got to be 1n shape . 

As I say, I assumed tha t the r eceiver would go right 
ahead with his suit and I ' d have to defend it, much 
as I disliked t o do it. But i f I had the slight est 
idea tha t it was going to come into the Department, 
I would cert ainly have gone a l l the way down the 
line on it. 

And I say again, you of all people - there ' s nobody 
in the Treasury that I went through what I went 
through for you. I thought you were being per secuted 
and I held up the salary and 800 · men w eren 1 t paid on 
account of you. 

Well, I'm glad you • ••• 
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You felt the same , didn 't you? 

I feel that I was . 
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;I ell, I'm going to t alk it over. I 've never - I • ve 
never - I won ' t say never - I ' m t erribly disappointed 
in you . 

V.ell, I wisn you tiidn ' t fettl tho. t way about it . I 
wish you could see something of my s i de of it. 

Oh, I s ee your side . I ' m sympathetic for a man 
th&t got himself into finonciel difficulty . I 
think it• s terribly hord . 

l he worst or 1t is, I didn't get mys elf into it . 
A couple of other guys thtt bad taken t he worst 
punishment in the .1o rld got me into it without me 
doing it. 

But there is something missing up here when you 
didn 't go t o OrLves and McReynolds and tell t hem 
the trouble you were i n . You know the rules, you 
know we investiga t e everybody all the time . 

Surely 1f I 

•·nd you are out aoing it yourself. 

in the slightest !lll.lnn&r .••• 

• 

or course, it' s 1.1 departmental matter . I mean nobody 
can be out ..•• 

Osually the rule, as I understood it, in the Treasury, 
was t ha t if a man was sued and judgment obt ained 
agains t him, then it became a depar tmental matter . 
But since it was a mntter stil l in •• • 

(On phone) Hel l o . O.K., tell him to come in. 

olell, I• m going to t alk i t over with McReynol ds 
and Graves . But seldom nave I been as d i sappointed •• • 

llell, the harshest punishment you coula ever mete out 
to me Hould be t o s ay that you're disappointed . 

I am. 
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Well, that ' s the bnr5hest punishment you could 
ever mete out t o me . 
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Well, I 1m going to talk i t over with McReynolds 
and Graves . That's all . 

Thank you. (Leaves) 

There is something to his side of the story. 

There is something . 

(Graves comes in) 

I t hink maybe I would have done. the same thing . 

No, you c ouldn't have • 

Mr . Worgenthau, I might . 

Now look here, if you were in fina ncial difficul ty ' 
and owed a bank - s it down, Harold - owed a bank, 
a na t iona! bank which · I have to examine, and a 
receiver which I am responsible - have to appoint, 
and you owe this man, you wouldn 't make any deals 
with the Comptroller o f the Currency and not tell 
me or somebody else. 

I don't think be wanted - he just wanted his payments 
spread over a longer period. Aft er all, t he thing 
in the Hrst place - he didn ' t do anything wrong. 

All true, but the man - I know, but here's the man 
16 payments · behlnd, and he doesn' t go to Graves and 
Mac and t ell them t hat be ' s in this trouble. 

I t might have been pride . After all, he doesn' t 
want his own superiors to know what his financial 
s ituation i s . 

But he ' s firing people - he ' s firing people every 
single day because • •• - isn ' t he? 

No, he 

He has nothing to do with anything except space. Be 
was te,ken off everything •• • • 
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ae•s had nothing t o do with any personnel, wr. 
~orgenthau, f or a long, l ong time . 

Do you mind my 

I askea you to sit here . 

\'lell, I cnn see 71here a ma n ca n get into thet Jam, · 
especially knowi ng J efty 0 1 '-onnor, wher e he said, 
"Well, tha t ' s a ll rlght, I 111 see that it ' s extended, " 
and t hen i n t he meantime they turned around and 
spilled the whole thing . I mean I don't think it 
was with a ny uillful intent . I think he d i d what 
every other human being would nave done, tried to get 
t he tning extended for a long time . 

I thlM Berney, men tha t t hing crune up, borro.1ed 
money every place he could , t o try to cover up, 
keep from l osing his pr operty . He d i d lose his 
pr operty in spit e of thht , but tie s till owed every- , 
booy t hllt he borrowed from ; ~nd I know personally 
t hat Berney ' s been taking car e of thos e obliga tions 
as f es t us he possibly can. 

I think tha t ' s very admir able . 

He ~1asn ' t been s ({uandering aey m:>ney . Of course, 
oerney came to me before t he settlement was made 
Lnd sai d, "I 've got tne al t ernative of going into 
buMruptcy . 11 

oVhen wus t nis, .Aac? 

vn, right ofter the banking cr ush . 
nave the ulternative of going into 
of t nc m.ix-up in that Park Savings 

vh, he t old you that • 

He said, 11 I 
bankruptcy , because 
oank . " 

tie t old me cbout thll t a t toLt time . n • . • or of mnk.ing 
a n agreement w.ith the r eceiver, making e compromise 
wi t h tne receiver ana assuming t he obliga tion and 
paying it off on an agreed basis ." 

I said, "Berney, if I wer e in your place I woul d 
assume the obligati on ond pay it off, m~ke 11 com­
pr omise agreement with the r eceiver &nd sssume your 
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obli gation. It 1 s unfortunate you got into diffi­
culty, but I ' d take it through the nose if I were 
you." And he decided to do it, and I knew he made 
t he agreement . I never knew s pecifica lly whnt the 
agreement was . But I knew they did come t o an 
agreement t o clea r it up. But that ' s the l ast I 
ever heard . He never told me tha t he wa s unabl e 
t o keep t he agr eement current . 

oVell now, you ' re (cr~~.ves) ent i r ely f amiliar wi th 
the case, a6~

1 t -you? 

Yes, sir. 

All right . Piece of paper and e. pencil . (Hands 
paper t o Klotz, ~en , and Gr11.ves) Now, I want to 
a sk you - I' m going to ask you t nree <;uesti ons . 

tiure . 

Une . t>hould he continue i n the same work which be • 
is doing now? Two . Should he be t aken off that 
Job and given some wor k har e i n Washingt on which 
h~<s nothing t o do wi th r eor ganization - I meen 
something different, s ee? I mean I nt ernal Revenue -
is be i n Intern~l Revenue? 

Yes , sir. 

Three . Should some other action be t~ken which you 
people mi ght suggest - I mean other t hen t hose t wo 
thi ngs . I mean you r ecommend somet hing else. 

(Written ans.>e r s 11re h~snded to Secret ary) 

What 1vas my f irst <.,uestlon? 

Shoul d he be continued on the same work? 

Should he be continued on the same nark? 

I can't read shorthand, LlllC . 

//ell, t hat ' s none . " 
Yes . de says yes . 

Klo t z : Yes . 
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Well, there's no use. 

This is the first time I•ve beard the tP!ng . 

I hadn't heard it . That ' s why I made the statement. 

Did ·we frame you up? 

(On phone) See - I don 't know where Berney is; 
be may be in McReynolds' office. 

The work that he's doing, Mr. Korgenthau, is of 
course definitely f or me 1n connection with this 
reorgan1.zat1on tbing. ~te • re using b1m to get space 
f or our new field •••• 

Jus t a space man a nd nothi ng else. 

Doing a swell job . 

(To Kieley) Berney, please . The otbers will have 
to wait a minute. 

I mean tbis whole thing, to me - it wasn ' t his fault 
he lost heavily . 

We haven' t got anybody t hat knows the job as well 
as •••• 

That isn't ~ point . 

And be's worki ng directly f or Graves . Be bas no 
contacts with personnel, he bas no contacts with 
organization . The only thing he's got to do is to 
find space and find the way tha t it can be lll8de 
available . 

Mac, Berney is a marked man. Berney was persecuted . 
I held up 800 people ' s pay for Berney. I did more 
for that fellow t han any other person. And let ' s be 
frank about i t - I mean I felt that the fellow was 
being persecut ed because be was a' Jew. Now, I 
didn1 t •• • 

I can't se111 to find bim • .Be was 1n llr . McReynolds ' 
ortice. 
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?/ell, I want to talk t o him right after this 
meeting . Have him come back. 
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And that fellow ought - ltno·:ling tha t he was going 
t o put this office in this place, he ought to come 
in and tell me . 

I think he had no idea thu t this was ever going t o 
be a matoer of emberr&ssment to you. 

J.hh.t 1 s it . 

I 1 m sure if he had .rno1m tha t , ne would have aoved 
neaven and earth t o prevent t hat . 

I' m going to see nim a t 10 o ' clock . kfter a ll, I 
did re~ke Call&han in ~hicago, and he did make 
good . He ' s now one of the two best men .lilson has . 
1 • m going to talk 11i th tnis fello.v on ethics , end 
1 1m goi ng to tell him thlit ne i s responsible t o you 
\Graves) now; 1f' anything happens again, I 1 m going 
to hold you r esponsible . 

That 's all right . 

1 don't thi~ there is any - there ar e just two 
alt erru. ti ves . 

You knon me . You know I'm always frank • 

Be ' s on the Job and he ' s on or he ought to go out 
of the Department . One or the other. I think it 
would Just mess it up t o m&ke it •• • • 

Berney is here . 

nu right . 

Have him c ome in? 

Yes . 

'J.he f ac t that he paid his friends showed that the 
intentions - I mean really I would have done Just 
tha t; I think ~ stLndards are pretty high. 

You would no more have done it • • • 

lBerney comes in) 

• 
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Well, I never got into the jam. 

Now, Berney, I 1 ve talked this thing over with these 
people, a nd frankly , their judgment of you i s a 
little bit aifferent t han m.!ne . No,., I still feel 
the way I have see , but t hey feel that this t hing 
that you have ~one was 1n no way letti ng me down, 
see? I disagr ee with them; I can't help it. But 
the one thing - it' s awful easy to break a fellow; 
it's much easier to help him build himself up, see? 
Now, knowing the way I feel, I want you to be extr a 
careful. Of all the people in the Treasury, you 
!bould be careful . 

Well, if you think I let you down, I 1m going to make 
you change your mind . 

You want t o make me change my mind . That ' s what I 
want you t o do . 

(They shake hands) 

'!hat ' s what I wept you to do . 

'.Lhank you, sir . 

• 

I•m going to watch you and here ' s your •daddy" (Graves). 
You make me cnange my mind and you come back and see 
me in a couple months, see? But my mind is open and 
it ' s flexible . And you make me change my mind. 

I •ll try. 

O.K. 

(Berney leaves) 

1•11 be eating paper here. 

All r ight . That ' s all right. 

I like Berney's attitude. 

His attitude, yes, is good. 
this thing - this thine; - we 
just as clean as s whistle. 

That ' s all right. But 
got to keep this thing 
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Of course, e s to his a ttitude - he probably convinced 
you a l l r ight, but he ' s one of the most loya l men 
to you. 

He should be, but . • •• 

He is . 

I don ' t, for instance - I wouldn ' t send for a 
fellow and say, "Look whut I did for you. n When 
somebody thanks me f or a r aise, I ' m the most 
embarrassed per son in the world. It isn' t QY 
money . I mean it isn' t my business . But I can• t 
help it, and nobody can nelp me change my mind, 
that this fellow should have COale to oe end saJ.o 
to me or to somebody, "Mr . Morgenthau, this thing -
if thls i s going to be embarrassing to you, I .vant 
you to ~now it firs t. " 

Now, I realize that every human bei ng i s different . 
"'rs . Klotz has been with me for 16 years; she knows 
me as r;el l a s anybody could know me, and my policy : 
if you' r e i n any trouble, come and t ell papa first , 
then if you 're in trouble I ' ll hel p you get out. But 
l cion 1 t •:;ant this so-und-so viggs c :>ming a round her e 
and smir king over the f ac t that a fellow tho t works 
out of my office - a.nd don ' t you t b..ink that he 
doesn't spread it . Now,·I can t~e it, ond tha t ' s 
why I ' m ~illing t o let B~rney go on, because tbe 
recor d of the Treasury is so good toot I can t ake 
it, see? And I ' ve got such confidence in t he three 
of you that on your recommendation - I wouldn't dr eam 
of overr uling the three of you . I don't a sk people 
to come in and advise me , then overrule them. But 
IVhen I come back in September, you (Graves) bring 
him in and I ' ll nove another talk with him, see? 

Yes . Goodbye . 

And i f, as a parting shot, you find during the day 
t hat I was too hard and di dn ' t l eave t he eff ect tha t 
he was going to go out and work harder t han ever - i f 
I was t oo tough, you let me know befor e one o ' clock . 

Nell , I'm sure that his attitude i s going to be 
entirely all right. 
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. 
Well, it I was too tough, let me know. 

You &ight as well sit 1n at tbe 9:30 as long as 
you1 re here. You aigbt as well waste your tiae . 

Bring a chair over here . 

But it I was too tough, l et me know. 
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tio, I think tbe effect was good . I t bink the effect 
was goo~. Berney bas - it was good for him. I' m glad 
1 t had to bappe.n. It was good f or him. 

That ' s all right, I was terribly upset. 
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GROUP llEETING July 8, 1938. 
9 : )0 a . m. 

Pr esent: Wr . Magill 
Mr . Taylor 
Wrs Klotz 
lilr. Oliphant 
ll.r . Banes 
Mr . Upbam 
Mr . Baas 
14r. Bell 
llr . Gibbons 
llr . Wh.i t e 
llr . llcReynolds 
lir . Gra ves --.. -. . ..., 

H. :J . Jr: 

:.lag ill : 

H. iol. Jr: 

:.lllg ill: 

li • .J . Jr: 

Oliptumt: 

il . ..l .Jr: 

Oliphant: 

Oliphant: 

H.J . Jr: 

illlphant: 

Sorry I'm late, but ws h~e a l ittle personnel trouble 
which we straightened out Kith the help of these tbree 
people . 

Ros? 

(Nods nothing) I 've been trying to get the work on 
t ax legisla tion, 1939, going, and it seems to be going . 
Seems to be a lot of work to do. I don't think t here 
is any special report. 

Everybody ' s worried they ' r e not going to bave enough. 
to do when 1 1 m gone . 

~nere will be a couple ttlings . 

O. K. Berman? 

One of my boys graduated l as• nigbt - Hester. 

So I see in the papers. So I see . What's tbat, 
twelve t housand? I'm glDd for his sake. 

What? 

I d i dn' t know anything about it, did you? 

No. 

'Iilla t? 

It had been r umored in t he papers . I ' d like to t alk 
t o you about it. 

Regraded Uclassified



Gaston: 

H.Y.Jr: 

Gaston: 

H. r.l . Jr: 

Taylor: 

Haas.: 

B.Y.Jr: 

llaas : 

H.M.Jr : 

Haas: 

H.Y.Jr: 

haas: 

H. ll.Jr: 

Haas : 

H.!LJr: 

Upham: 

H.Y.Jr: 

Upham: 

H.W.Jr: 

Upham: 

280 

-2-

I don't know of anything. We're planning to put out 
a release on this building competition probably 
about Sunday, 

Anything else? 

I don't know of anything else. 

Wayne? 

(Nods nothing) 

George? 

I bave nothi.ng. Here's a new figure that goes 1n 
that book for steel. 

What ' s that mean, up? 

Up, yes. I 1ll show you where it goes . 

That's the week-end of June JO. Doesn't take in • •• 

That's good, isn't it? 

Uh-huh. 

That ' s steel - JJ percent. 

Yes, And it's for the week ending June JO, 

Yes. 

That' s all I bave . 

Cy? 

Nothing , Kr. Secretary. 

You and Diggs and Taylor coming i n? 

Yes, lO:JO. 
O.K. Can I let Diggs know tbat I have a copy of 
that Roberts letter without di scl osing the source, 
which I don't know? 

(Hods yes) 

Regraded Uclassified



H.M.Jr: 

Upham: 

I! .II. Jr: 

White: 

H. :.I.Jr: 

\Vbit e: 

H. i.! .Jr: 

Taylor: 

ll.M .Jr: 

White: 

H. :.I .Jr: 

Locbbead: 

Wbite: 

H. Lt .Jr: 

Vlbites 

-3-

Can I? 

Yes. I don' t see any reason wby you shouldn't. 

All r ight. Harry? 
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The Trade Agr eements Section just called up. The 
British Treasury is asking tbem to ask the Treasury 
very much tbe same question that they asked you 
(Taylor) directly, only they put the percentage in 
a little broader terms . You want to give them tbe 
same answer, you want to reconsider it, or what? 
I ' ll take it up witb •• • 

Well, did we answer it formally before? 

I think it was an informal answer, wasn't it? 

Well , you and Wayne go into a huddle. I ' m a vailable 
up to one o'clock . 

• What we told them before, as you will recall it, 
was that the question of trade agreements and 
any interpretation of clauses in the trade agreements 
was a mat ter for the State Department ; therefore, we 
couldn' t answer that question. And ·11e told them 
informally the question of the governing principles 
of the tripartite agreement - no competitive deprecia­
tion and so on - ~; nd that, r a ther than trying to 
express that at this stage, why, I thought we'd like 
t o stay wbere we were . 

I think thatt s still good, don't you, !larry? 

Yes, I do. 

Archie? 

(Nods yes) 

Particularly since the members of the Trade Agreements 
Section were of the same opinion as some of us, that 
all they were trying to do was sEDoke out the Treasury 
r a tber than get any reassurance on the trade agreement. 

~ut the old smoke screen on. 

~ould you like to have the answer to your question on 
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the amount of investMents lost in Chins or Uexico 
orally or on paper? Give it to you either way -
oral or in a memo, 

Kemo. What• s the t otal? 
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In both countries it 1 s between JOO and 400 million 
dollars. Between 250 a nd 300 million in China . 
There 1 s been much less physical destruction of 
property than one would assume, because a good deal 
of their stuff is in Shanghai and ttey have resumed 
operations. And even the values of a great many 
Chinese securities have dr opped much less than seems 
Justified or one would think warranted . So they've 
got e t otal of investments of about ~ billion to a 
billion and a quarter in China , and I think pretty 
careful e s tima tes would put their losses a t a 
maximum of JOO million up to date. But the losses 
will continue even t hough further destruction does 
not go on. 

Anything else? 

No. One other small point . You notice a coupl e of 
days runn.ing the French have been selling rather 
heavily. I don't know the explanation • 

. 7ell now, wait a minute. (Takes out a chart) 

Just two days running. 

I think we got to wal t until this thing shakes down 
and see what it means. I think so. 

There is one comment that was made about the respec­
tive merits of various investors, and by somebody 
who was quite familiar with various markets , and they 
s aid the Dutch investors are by far the shre.vdest 
international investors; the London market comes 
next; the Swiss market next, the Paris market fourth, 
and the New York market ••• 

Sixth. 

••• - they're bett er than the French. 

(Laughs) All r i ght. 
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Tbat was Just tbe evaluation or some international 

All right, what else, Harry? I hope I didn ' t dis­
turb your wite the other morning -'>out seven. 

No, she was 1n bed. 

Thought she was up. 

I'm sti.ll waiting on you tallows to say wba t kind 
ot a flying boat you want to buy . 

We were up in Hew York yesterday and tested the 
speed. I want to talk to you a bout tbat and some 
other contracts over there Monday or Tuesday it you 
have a cba.nce. 

All right. Will he be ready? 

~es . I•ve got Mr . Manning or Mr. Oliphant ' s office 
going through on it, and I s ent Tommy Thompson over 
to the Navy to get their •••• 

)(acts got it. 

Huh? 

Mac ' s got t.be secret report on t he Sikorsky from 
the Navy. Let Gibbons read it . 

I know about tbat. 

Nhat mo~e do you want? It' s only two weeks old. 

But the Coast Guard has got themselves into this 
ridiculous position: the way t bey draw up their 
specifi cations, not only for this airplane but an 
engine for some of these small boats - and the 
successful bidder says, "4500 - you can take it 
or like it . • The lowest bidder is $3200, and they 
say the lowest bidder - their engine won't meet the 
specifications. 

When you're ready, let me know. But bave you seen 
t hat report ot the NaY)' on Sikorslq? 

Waesche told me about it. But I 1ll have the whole 
picture t or you. 

•• • 
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~cR : nas Waesche had a copy of it? I didn ' t give it to 
Waesche . 

Gibbons: 

IJ cR : 

Gibbons: 

MeR: 

Gibbons : 

H. !J.Jr: 

Gibbons: 

Hanes: 

H • ..! . Jr: 

Lochhead: 

H.r&.Jr: 

Be talked to 

ne talm.d to the Navy people . 

Yes. 

I didn't give him the copy. I ' ll let you see the 
one I b.ave. 

Yes, but they're not •••• 
a 

This il¥ very recent test they have just IIUlde within 
the last couple weeks. 

l know they maae a test . They ' ve got a round nose, 
and they flew into a wave, end it buckled a four-foot 
wave. In other words, the thing didn ' t destroy the 
plane, but it dented it , you know. ttowever , they ' re , 
in the ridiculous position of having Hall Aluminum 
say, •You can take this plane a t $28, 000 more than 
Sikorsky." Seven people asked- here's the ridiculous 
feature - with al.l the airplane manufacturers in this 
country, they sent out seven invitations . Five of 
the companies returned the invitations, said, "No, 
thank you.• They brought themselves down to two 
companies. Now it's just - and the Navy could do 
it; of course, they have o much broader policy. 
I don ' t know whether it might not be well to do 
our - it might resolve itself into t hat: ge t the 
bids and •• .. 

O.K. 

Nothing . 

Archie? 

The stock market is opening a little bit easier this 
morning. The uovernnent bonds are steady, not much 
change, al t hough just before I came in I disposed 
of two million more. 

Lucky for you. 
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No, sir, I got two thirty-seconds More, and $625 is 
still $625. 

Arc~e turned down a bid yesterday for two milli on 
dollars . I was Just wondering - how much more did 
you get? 

•e got about six hundred- odd dollars. 

Well, that pays f or our lunch. 

It's sull money, but we can use it, can't we, Dan? 

Xes indeed . 

Incidentall y, if you could give me a net figure of 
what our net earnings f or the Stabilization Fund are 
from January 1 to June JO •• • • 

Xes, that's t he l as t f igure. Mr. Bell has them all 
made up for t he whole - every six months' period 
s i nce it star ted. 

Have you got it? 

I have it here. I wanted t o t a lk it over. 

Want t o stay benind a minute? 

Xes. 

llan? 

Xou recall t he unpleasant confer ences we had on the 
Railroad Retirement fund . 

Very. 

At the time t heir bill •11ent through last year I think 
we put in the budget about 115 million for appropria­
tion, wbich was nbout equal to the estimated revenue. 
In your revised revenue estimates it has been reduced 
to 85 million, as Ur . Haas and his crowd •••• 

Xes. 

What I'm coming to is that the estiMated benefit 
p11711ents for 1939 will be about 102 million, ~ch 
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will exceed the revenue by about 14 million, and 
I don' t believe that that ' s the peak of the benefit 
payments. I think that whole questi on should be 
studied before the next Congress , and if the annual 
revenue is not goins to exceed t he annual benefit 
payments t hen the rate of tax should be raised. 

Well now, who would do that? 

As l remember, you handled it, Ros , in the Treasury . 

Well, I handled negotia tions. Of course, you 
remember that that's what we told Latimer all the 
time, and we had to screw him up in order to get 
to this thing where we now ar e, with the greatest 
difficulty. 

Well, will you and Hanes make a summer study on t hat? 

Well , there is a provision in the la·w for a read­
Justment of those rates every three years . Now, I • 
would suppose that the thing to do would be t o - why 
doesn ' t the actuary do a little more figuring on 
the thing? 

Yes. But will you and Hanes carry the ba ll on t hat 
thing? 

Surely • 

What? 

Surely. 

Somebody might give Hanes the his tory - a t least 
what I think of -Latimer . 

Vlouldn ' t take • • • 

Tbat won't take long , will it? 

flo . But you might as well give it to him. 
right, Dan. 

All 

May I see you some time today on the outline of the 
budget summation? 

How about 11:45? 
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What are you going t o do - I mean Just as long as 
you're here, tell us about llOVI this t hing is going 
to move now on New York and Chicago . What are t he 
pl ans? 

We set up in New York toe divi sion of the s taft on 
August 1 and the Chicago division on September 1. 

Yes. 

The NeN York division will t ake Jurisdiction of all • 
income and est a te and gift t ax cases for the State 
of New York, and the Chicago division for the states 
of Wisconsin, Illinois, and Indi ana . The New York 
divisi on will handle about a quarter of the total tax 
QUSiness of the country, and the Chicago division, as 
i r ecall it, about 12 percent . The three divisions 
t nat we will have set up - that is, the Pacific 
division, the Chicago division, and the New York 
division, will account for about half the total 
t ax business of the country. 'lhe !lew York and 
Chicago J ivisions are not t aking juri sdiction for 
the moment of anything except cases docket ed before 
the Board of Tax Appeals . lhey take Jurisdiction 
of E.ll c ases J anuary l. bo that t here is an interim 
period in there . 

And have you fellows · got the Boar d of Tax Appeals 
t o agree to open up a branch office 1n New York? 

We have not had any conference with t hem so f ar as 
I know. But Mr. Magill and I have bad it in mind 
that as soon as he was back from his vacat i on we 
would t ake that up, and we t alked together yesterday 
about it. 

Uid they keep t he same Chairman? 
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(Nods yes) 

We ~ntend to have a program to submit to the Board 
of Tax Appeals perhaps this week, paralleling our 
field organization. 

Are you still pinch-hitting for Elmer Irey? 

Yes, he is . 

~ould you f or me look into this case tha t was brought 
nere by Urs . Klotz's friend Robert Montgomery of 
Los Angeles? ' 

l'ias.n 1 t it Robert Taylor? 

Robert Taylor? No . 

No, it was Montgomery. 

Is my face redl 

But I want you to look into that. 

I•ll get it from !Jr. Mac. 

And follow through on tha t, because it bas some very 
unusual angles. And if ~r. Hanes doesn' t know about 
this thing tha t you're doing, when you get a chance 
I think he ought to know about this coordinated 
Treasury enforcement agency. 

And see, trey ' s the chair man of that and during his 
illness Graves pinch-hits for him, because that ' s 
what he did do for me for two years before he got 
on this Internal Revenue thing. But he ' s watching 
t ha t while Irey is ill. 

But 1f you would look into that. 

Be glad t o . 

Incidentally , Ir~y - they've got Irey sitting up and 
walking around for about three or four hours o day 
now. He 's t~en care of. I think in sight of three 
more weeks he ' ll be back. 
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Anything else, Harold? 

Nothing more. 

I s there muon excitement in the field from people 
whom !olr . Helvering is lett ing off i n the various 
offi ces? 

Well , we've completed that pr ogr am. There was , as 
you know, considerable ob j ection. 

How many people did you separate? 

In all, about 800. 

It was remarkable how few complaints there were. 
There were about two or three cases that seemed to 
be very unfair, but outside of that • • • • 

There is a pr oblem tha t ! expect to bring to you 
after you get back in September - principle 
invol ved - you've got among those people who were 
dr opped, I suppose, maybe 50 people ;vilo have had 
service up to 18 , 20 years - non-Civil Service 
people . They 're old and r el atively incompetent. 
They have no r etirement privileges. But they have 
had f aithful s ervice, some of them outstand~ng 
service, d uring that period. And I am pr eparing, 
or having prepared, a pr oposal t hat will under t ake 
t o give those people - put t hem back, Hith tha t 
maxi mum serv~ce, and ge t legi slation that will 
permit their retirement at tne minimum r etirement 
age . And incidentally, ot the same t.ime, for the 
whole group - I think that is argument enough to 
get complete backing from your entire Reve~ue 
service f or throwing the whole gr oup int o classi­
fied service, which would have taken care of it -
had t hey been 1n the classified service. 

Well, Kac, must we let t hose people suffer all 
summer? 

No, there's -you'll have a memorandum from the 
Commiss ioner next l.fonday. 

Couldn ' t we do that before I go? 

Well , I think the question of whether those people -
the people in t .hat class are actually going out, we 

• 
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ought to determi.ne before ;you leave . 

Please. 

And we'll have that - one case was disposed of up 
there. 

Well , Mac, before I go. 

290 

It was decided he shouldn't be on the list at all 
so he didn ' t go . But the one that came to you fr~m 
lioe;y' s office- I'm having - I•m using that a:~ the., · 
basis, and i t's the perfect case as a basis Cor · ,. 
this proposal I'm making. 

Before .it comes t o me, let llagill and Banes take a 
look a t it. Let's ;you and Harold and Banes and 
llagill and the Comm1ssioner and I sit down and 
settle it. But let them have it first , will ;you 
please? 

O.K., we'll do it next week. 

Will you please do it before I go? 

Yes. 

Anything else? 

There is Gray 's report of their position on those 
non-Federal PWA proJects. 

This is: "Since the Act was signed ••• • - this is 
from Gray, over •••• 

Be has charge of it . 

• ••• • we have made allotments and sent out offers 
on 189.3 projects, covering loans of 26 m.1ll1on 
dollars and grants of 218 million, total 245 
million. The estimated t otal cost of construction 
which t hese allotments will bring about is 486 
million. We have had no offers declined oCticiall;y, 
although there are newspaper rumors to the effect 
that some of them will be. We think these will be 
.in negligible quantity because of the care t aken 
prior to the allotments. Applications are coming 
in at the rate of over one hundred per da;y, and we 
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will be shortly allotting a t this r ate ." 

I think that ' s pretty good . Bow about my Public 
Health? 

291 

I 1 ve got it. 
submitted t o 
I have •. . . 

I ' ve got a carbon of the l etter someone 
the Public Works Administration. Then 

IJi d i t go through your office? 

No, it did not . 

Peoples went directly to Public Works instead ot 
going to Dan? What 1 s he do t hat f or? 

Well , i t was his understanding of the way they 
Nere handling the Public Works pr opositi on; they 've 
always done t hat before. 

It makes Dan sore as hell , then he turns them down. 

Might turn them down, but I •m not sore. 

What? 

' 

I may turn it down, but I ' m not sore. 

Well, I' d r a t her have you sore and not turn it down. 

(Hearty laughter ) 

Well, as I view it, without having consi dered it very 
much, Public Health Service has had five million 
dollar s from the Public Building fund, and I assume 
t hat they pi cked the projects t hat had pr iority for 
t hat Public Building fund . Now, we 've got some · 
large ones in here, such as St apleton, New York, 
two million eight, a nd some more at - in Bet hesda ; 
and we want t o move this building over here next t o 
the hospit al, or a t least they want t o build a 
building and vacate that building over there. I 
don't see why t hey can' t occupy that building over 
there f or a good many years t o come. And they've 
made a very good case t or the building in Bethesda, 
in my opinion. 

Well, may the secretary of the Treasury have a bearing 
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before t he Director of the Budg~t a t a quarter of 12? 

Yes, b.e certainly may. What I'm trying to do with 
this five million dollars is relieve the next tb.ree 
budgets, and most or the pr ojects or the Public 
Health would not relieve the next three budgets. 

I f Dan bad those pr ojects in for Public Healt h next 
yeur, he ' d turn them down anyway, so why give them 
to him now? 

Well, will you tell Peoples that anything of that 
na ture in the future for Public Works should go 
first through the Dir ector of the Budget. 

Yes, of course. Be should have known that anyway. 

Will you please? 

Yes, I 've already told them. 

Funds, by the way, are getting prett y low. 

Gee, you're t ough: give ten m.illion dollars ... 

13 million dollars left. 

Give ten million dollars t o Coast Guard . 

;~ ell , I certainlY didn't- I thought that that was 
pretty liberal for tbe·Treasury . 

Public Health hasn ' t got anything. 

'Nell! Public Health " an go to Public Buildi ng fund 
and coast Guard can•t. 

It•s awful. 

If I had ~ choice, Kr. Secretar y, I'd rather give 
Coast Guard some money f or icebreakers . 

Well, haven' t you your choice? 

Well , I don't want to overrule .. .. 
What? Is it finished? I wondered why you (Gibbons) 
didn ' t ask for a couple more icebreakers, because 

• 
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those wooden icebreakers t hey built for Long 
Island and Shallow Harbor • • • • 

Well, t hey had icebreakers in the origi nal 
submission, didn't they, Danny? 

I don't think 

~hey had lots of ships you kicked out . 

X~s, they had ships . 

There were some icebreakers in there . 

They loaded you with so many ships that you got 
scared and kick&J them all out. 

The plans on that Fort Bunt site - they wanted that 
money t o buy a site outside, and the Budget kicked 
that out . That was the only thing they could do. 

Incidentally, I never saw the Coast Guard list . 

For pro j ects? 

Never saw it. 

Well, it was taken up with llac . 

They had t o nave it in about 15 minutes. 

I taink probably the r eason is it was signed by 
somebody else as Acting Secretary while you were 
away over the week-end. That's tne only reason. 

I ' d certainly put in for icebreakers . 

I ' 11 look that up as soon as I get back. 

I don't t hink they have to worry about icebreakers, 
oecause I find a letter a year or so ago promising 
them one in e ach budget for t he next three years. 

Well, will you bring in tha t Public Heal.tb thing 
when you come in. 

' 
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How are you? 

July 8, 1938. 
11:06 A. ll. 

I ' m all right - loafing now, with nothing to do 
but I saw you were going orr and I ' 
thought I 1d call you up and tell you goodbye 
and good luck to you. ' 

Well that!s very nice or you. 

Ah - can our boys do anything for you, either in 
London or Paris? 
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I don't think so. Ah, I ah - I'm merely going on 
a vacation. 

Yeah. Well, that' s ah - that's exactly what 
t hey 'd help: you · do. 

And ah -

If there is, I - I ' ll drop a 
and tell them you•re coming. 
be both in London and Paris , 

line over to them 
You ' re going to 

or only ••• •• 

I don ' t think I'm going to London. 

You will not go? 

I - I don't think so . 

But in Paris, if you ' re there, why, anything you 
want done, why, of course, I know the Embassy 
will do it for you, but if you want to get away 
from them, why, the boys will take darned good 
care of you if you want them to. 

Well, that's awfully nice , but I - I - I , ab. 

Well there may be something thst you or the 
ramiiy might want to do, and I 1ll t ell General 
LaChambre that you•re going to come over, 
because you •d enjoy seeing him anyway • • • • 

Fine . 

• • • • if you • r e on the loose at all • 
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O. K. 

Yeah. How - how is everything going? 

I think it ' s going - I think it ' s going pretty 
well . 

Ah - I don't know whether t hese fellows that 
moved in with Jesse with their railroad stuff 
or not, but there's a big bunch of it i n the 
works now. 

Well. 

And I think they'll. be call.ing on him regularly 
to see if he 1ll buy t he paper. 
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Well , he had - he t old me he had somebody in there 
yesterday. Re said he couldn' t remember whether 
it was American Locoaotive, or somebody. 

Yeah. Well Amer• - we •ve got American Locomotive, 
and American Foreign Foundry and General Electric. 

But he hasn't done any business yet. 

Yes. Well now they're going t o brinK i n the 
individual propositions, and once they. break 
the jam and get. somethin& started, I think 
there might be a good deal of it. 

But, he keeps, ah, playine around tlith it and -
ah - he s aid bets ready to do business , but they 
haven't broken the ice yet. 

Yeah. Well I - • hope we can get that broken 
along - maybe even before you ge t away. 

Fine . 

Because that t s where you get some of the money 
spent promptly, and I think we 1 ll have to follow 
this up pretty vigorously if we 1re going to get 
anything out of it we want. 

Well. Take care of yourself. 

Yeah, I'll do that; and in the meant ime you take 
good care or yourself, fellow. 

• 
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Thank you. 

If there's anything we can do bnck over here, 
you let us know. . 

Ah - ah - I enjoyed having Roberts down here . 

He 1s a pretty good boy, Henry. 

Did he tell you about his meeting? 
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Yes . I talked to hilt ·~., the telephone yesterday, 
and he told me about th~ m~~ ~inr ,· and be_was 
pretty well satisfied with it. - S i 

Good . 

But he's a pr et ty thorough fellow. 

Yeah. He 's all right. 

Ah, do you want us t o continue these memos to 
you in your absence? 

No. 

All right. Then vie ' 11 pick them up when you 
come back . 

VIe ·dropped you a line. 

Yeah. 

Thanks . 

weren t t so very far wrong on this Cocmodi ty turn. 

No. 

It worked out very well. 

That ' s right. 

It was rather interesting to see commodities go 
up three weeks before t he stock market . 

That's right. 
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But, ah, that was ah - that turn was definite. 

We~l, good luck t o you, Benry . 

Thank you. 

And tell Mrs . Morgenthau goodbye for me too, and 
we hope you all have a very happy t ime . 

Thank you so much. 

Goodbye . Good luck. 
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H. ' ! •. rr : 

Har:-incton: 

r1. : •• Jr : 

'lnrri ncton: 

~1. ·: . Jr: 

Colonel Harri ngton 
Air . Bell 
!.lr. McReynolds 

July a, 1938. 
ll: l5 A. ll . 

I just wanted a little chat, as to how things 
were going and how your projects are holding 
out; whether you see any encourage;:~eot in 
unempl oyment falling off 1 or r1hether some 
sections are getting ~orse. 

Taking the last thing first, !Jr . Secretary, we 
have not any indications within our orm organ­
ization that things are on the up- swing, 
although, as you know much better than I, 
there ar e certain indications that they are, 
but it has not gotten to us yet , just as the 
depression did not get to us until some 
period after the big lay off occurred, until 
peopl e had exhausted t heir resource~ and they 
did not come to us . Now we 1 ve got - I just 
came back from a week ' s vacation last night , 
so I haven ' t got absolutely • •••• 

I don ' t went that. 

We have about two million eight hundred fifty 
employment right now, and t hat is about as far 
as we can go. 

Why? Lloney? 

Harrington: Within the limit of the appropr iation. 

ll .!I.Jr: Two million ei ght fifty • 

Harrington: Yes . I mean, we can go up to two million nine, 
possi bly . 

Bell: But that is the average . 

'l.:l . Jr: But you have reached your peak now? 
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u~rrincton : About reached it tor the average, and as you 
knoT, , under the terms of the Act , in order to 
use a11 these appropria t ed funds by the end ot 
J anuary, the President has to decl are an 
emergency, and I presume t ha t would take the 
form of a communication to Congr ess wouldn ' t 
it? ' 

Tlllll : I don ' t believe so; maybe a proclamati on or 
something like t hat . 

" . ·t •. Tr : Dan h'\d one thing he ,.,anted to bring up, and 
that was this question or Federo.l projects in 
conpeti tion with State project s . 

!l..:ll : I talked a little to t he Colonel out there and 
we have had several cases r.here they claiced 
they couldn ' t get \'/ , P. A. l abor to start 
those projects . Pa.rticular ly is trot true in 
the Navy - some fey; cases in the Army . The 
St ate Administrators of Yi . P. /l . claim t ha t 
t hey do not he.ve the labor to give to the 
Feder al departoent to carry on the Federal 
projects . Now we cone do1;n to the question 

··. i . Jr: 

fJ· rri ng t on : 

Bell: 

Bell: 

as to nhet her or not a State Administr ator 
should be instructed to !live priority t o 
Federal projects . I reali?e, as you said out 
there , that there is a question of public rela­
tions . They have &ono to these sponsors and 
entered i nto certain agr eements and put up a 
certain amount of mon~y to carry on these 
state projects, r;itl" the understanc! ing t!>."tt 
\'i . P . /l. . rould furnish labor. 

This i s not something I 'm pushinG· I just 
llant information . 

I have this s potty - not much inforoation. 

I do too, but it comes i nto the picture this 
way· vre have allocated W. P. A. funds on a 
minim~ basis , with the underst anding that 1.e 
would get Vi . p , A. l abor for a certain amount 
of it. 
Let ' s take a case in our front yard . There ar e1 
two aspects to this thing, and that is the Nava 
Academy . 

That ' s right . 

2S~ 
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•hrrinr;ton: We have only about f orty people at work in the 
whole county. It ' s just fortunate that that ' s 

' ' · ·t . Jr : 

!.'ell : 

'!cRcynol ds : 

:t . ~l . Jr : 

the situation. There isn• t unemployment . The 
only way that we could put l abor into Annapolis 
would be to transport it from Baltimore, which 
is a perfectly physical possibility, but not 
particularly desirable because your transpor t a tion 
costs run up too high, and you can't ask t he 
people to pay a daily round trip out of security 
r.age, and ther e j ust isn't any l abor available 
loca lly t o use on the Naval Acadetny in connec­
tion with the W. P. A. gr ant . That is one way 
which it turns out . 

The other is - I can 1 t put t.\Y filll,er on the 
instance a t t he moment - but as !lr . Bell says, 
our Adcinistrators have m:lde contracts or 
arr angements or understandings ~ith a city 
t h.1.t t hey will do a certain jo'b of, say a street 
paVil'll> job , ar.d ,,e uill furnish a cer tain amount 
of l abor , and in order to put l abor on in an 
ad jacent !levy Yard or Army Bn:;e, for example, 
we will have to say to the sponsors , 111'/e can' t 
do this ·" No rea son why it shouldn1 t be done 
except lt does not hel p public relations . They 
have no contract with us . 

I ~1ould like to have a chance to go back and 
take a look a t this thing and see wh:lt it looks 
lil<e , and to what degree t. e can remedy it. I 
have to confess , Yr . Secretary , t hat I 1vc taken 
a "eek' s vacation and I just cot back l ast night. 

Fort w'lll t ely, this i s not one of these tin;es 
where t hey hold a pistol on your head ana say, 
"Answer that , " but I am leaving and Dan raised 
this , and I was curious , and I was hoping t hll t 
all t he money of . 
would go to work quickly and when I asked wny 
this was, one of t he excuses given • ••• 

It also involves this : If WilliaDS i s not coi ng 
to furnish labor where r.o have allocated f unds , 
we ar e going to have to reserve some of t hat t o 
allocate to these people . 

Suppl ementing alloc~tions already made . 

Harry Hopkins can ge t i n touch with you . 

Regraded Uclassified



- 4 -

Bull : Yes. Be does call attention to one case in 
!lor folk . 

:·n·t .Ln;.ton: In Norfolk we haven• t got much of a load; 
that ' s the troubl e there . I am pretty sure, 
as f ar as the Norfol k Navy Ya rd is c oncerned , 
that is the trouble . 

ntll : I was a little bit surpx·ised t "'e oth;;r day -
you nwy recall about t hree months ago v:e had a 
case come u p in norfolk v:here the Navy objected 
the)· could not t et any l &.bor to carry on their 
navr l constrnction in Norfol!<, ond they r:ent 
to v:illiem~ 1 Aclr.linistrator donn t l:ere, and he 
r:oulen• t c ive up ney l ahar because he 1::nted to 
keep his projects goir~, but I ~ot a re~ue~t 
f or li!Oney the other doy in 1.hich t hey said t>1at 
r .. P . A. l ubor is nvailabl~ , ro I don ' t know 
r:hich one to believe . Th:: t ccane as a reoort 

·r: :.Jr : 

from the Secretary of t he Navy. . 

I l'k"ve no t hine else , unlc:: s there i~ soc~ethine 
you ~.ant to volunteer . 

'l:·l'l' ~n~,ton : I'd just like t o ask you if you have seen our 
nei ghbor ' s airport yet . 

'1 , .. r,. : Yes. I t ' s very good , And he tol d me tha t he 
had ';r.enty- seven pl anes - emergency and f ami ly 
and one thine and onother . Th:, t r:as l ast month, 
and I 1.es a little '>l essetl t''" t when I fly over 
t he one you a r e doiil... • t \"est Point you can see 
they haven ' t h1ade ~uch procr ess since last f all . 

" ::-1 !n.,ton: 0uess I ' d better go ovct· t ha t . 

·· •. .rr : It ' s very good . The only thing I know - Har ry 
was 1:i th me; I b r out,;ht hlm back fro:n Boston, 

301 

and I'Je landed there and I sent him on do· .. n to 
Newar k . I int r oduced him to the foreman there -
and there ' s t hat one thing , and that ' s t he 
trees of the one end . They nre having difficl;lltY -
t he7 are all ' locust- all dead . If they c oula 
buy about one hundred yards of t hose t r ees it 
v1ould make 1 t much so fer . 

":.rtington: I ' ll see v.hat prosre::~ r:e ct n make • 

. :. Jr: Other than that I t !unk it ' s swell; it ' s a swell 
airport • 

... Irinston: I haven' t actually seen it, except early in the 
game . 

' 
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CHRYSLER C ORPORATION 

'Detroit. :Xtclttgun 

Tho Honorable Henry llorgenthau, 1r ., 
Secretary ot the 'l'reaeury, 
Waahinaton, D. c. 

Dear Secretary llorgenthau: 

luly 6, 1938, 

A lot has happened since I l ast saw you in 
Washi D5ton, notably the confidence tbe stock market bas shown 
in rooovery expectations . I still tool as I did ~~en I was 
down there that we are going to have bettor business this fall. 

Wnile our overall reporto of onles do not indicate 
much iaprovement , I do hoar trom dealers bore and there who have 
bad tho unusual experience of doing more business ln a week than 
they did in the preTious month. Tbia ia particularly true out 
where they are barYesting the wbeat , 

The preliainsry tiguroa on retail a!llas ban bean 

running a a follows: 

w .. lt ending 6/4/38 - 10 , 551; week ending 6/11/38 - ll,l6'; 
week ending 6/18/38 - 10,995; week ending 6/25/38 - 10, 715; 
woek ending 7/2/38 - 11,543. 

3\.!J 

These tiguree represent from 45 to 4I!,C of last year in tba different 
weeka; · last year being quite unusual for retail demnnd hung on 
late into the summer, and bettor than in many previous yoara: 

Our planta oro still all in production, which 
contirma what I tol d you, that we wore not contemplating shutting 
down, and our inventories in the banda or dealers are cleaning up 
bettor than we torecssted several months ago . 

Knowing , aa you do, that thio is a aoasooal bUoi neoa 
end t hat new modale do have a vory at iaulating oftoct on retail 
4111 veri .. and de<I&Dd tor care, I con hllr\ll)' aoe bow our retail 
aaleo botoro the introduction ot the now aodela can retloct tbe 
coodi tion ot the country. Our entire organization """ t horoU&hlr 
beHove• we are going to got ott to a very good atart In tho 
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tall 110ntba and t hat esplo,.ent wlll eonaequent!J' be 1n­
orease4 1n our plant a . 

Yours T81')' trY 
K.~ 

K'I'II:.LS 
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TREASURY DEPAIIrTMENT 

.... July g, 1938. 

•o Secretary l!orgen thau 

roo• Mr. Wh1 te 

Subject: Recent British losses ln MeX1oo and China 

- -
We estl~~ theWlo~ses recently sustained by the 

· Briti sh 1n• estors 1n China and in UeX1oo to be between 
$}00 and $4oo million. 

Bri tish losses in China 

1. British investments in China, excluding Ho~ Kong, 
were estimated several years ago to have been $1,000 
to $1 , 250 million. {Ameri can investments in China 
were estima t ed to be $100 million. ) 

2 . We estimate that t he total British losses in 
Ohlna to date has been between $200 and $250 m1111on. 

{a) !he physical loss to British property was 
relatl•ely slight and probably amounted to lese 
than $25 million. 

{b) The total amount of Ohineee government se­
curiti es held by the British were approximately 
$250 m1111on. These bonds have fallen i n value 
approximately 50 percent, i ndicati ng a loss to 
the British i nvestors of about $125 million. 

{o) There has been a curtailment of business 
1n t he Shanghai area of about 6o to 70 percent. 
The loss or income to the British has, on this 
basis, been between $50 and $100 million in the 
past year. These latter are recurrent losses 
eo long as present conditions pre•all 1n the 
Shanghai area. 

Incr eased business and profits in the Hong Iong 
area ha•e 1n part offset these loeees. 

Regraded Uclassified



Secretary Uorgenthau - 2 

J. These are the losses to date. The extent of the 
losses to be finally inourred cannot be even guessed 
at. Everything depend& upon the outcome of the war 
and t he role England playa i n tbo final months of 
the fight . 

British losses in Mexico 

British losses 1n Uexico resulting trom the recent 
~lex1oan pol1c:r with rllspeot to oil and lands ie prob­
ably between '100 and $150 million . 

The total value ot Britieh oil properties expro­
priated in Uex1co is subject to a greet deal ot dis­
pute. The British claim their oil properties are 
worth $250 million. In contrast, our Department ot 
Commerce hae estimated i n 1937 our oil holdings, which 
are almost as great as British holdings, to be wor th 
only $70 mill ion. An estimate ot $100 to $150 mil­
lion for the British oil properties is not unreasonable. 
Th1s sum may not be entirely lost to the investor for 
Mexico may make some payments . 

The exoropriated lands formerly owned by t he 
British, for which no oompeneat1on hoe as yet been 
made, is probably between $10 to ~20 million. 

3u!3 
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TREASU RY OEPARTM!:NT 

INTP OP?'IC.& C:OWWUNICATION 

fO Secretary Morgenthau 

Mr. 1fh1 te 

SubJect: British losses 1n China and ~ex1oo 

1. British investments 1n China~ excluding Hong long, are 
estimated at L200 millions to L2 5 mliiions. 

The moat recent thorough study ot 8r1t1sh 1nvee tmente 
1n China, made 1n 1931, reached the conclusi on that British 
investments in China amounted to ;245 aillion, ot which 
'20 milli on wa s in Hong long. Since 1931 there probably 
has not been any i~ortant change in the total volume ot 
investments. 

Industrial and commerc1al investments: 

Shanghai 
Hong Kong 
Rest ot China 

Br1t1sh owned Chinese government obli­
gations , i ncluding r ailroads 

1.150 
20 
30 

million 
I 

• 
I 

'245 ai.Uion 

Classified by type ot investment , the industrial and commer­
cial investments are a s follows: 

Transportati on, i ncluding shipping I. 2g m1111on 
Public utili ties 10 I 

Uining 4 I 

Uanutaoturlng 36 I 

Bank and t inan ce 24 I 

Real estate 42 I 

Trade ~ 
I 

Uhcellaneous I 

1.200 million 

(Prepared by Mr. Gi&seer and J.!r. Hooker - Dividon ot 
Conetary Research) 

.,. 0 
v .l. 

• 
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(a) Chinese government securities, including secur­
ities or government owned railroads, have on the 
average !allen in value by approximately 50 percent 
in the past year, judging !rom the quotations on the 
London stock exchanges tor these securities. These 
investments amount to roughly - 50 million. Therefore, 
the capita l lose may be estimated to be about ~5 mil­
lion. 

(b) Surveys or the property damag e in Shanghai 1nd1-
oate t hat the physical destruction or British prop­
ertiea in the Shanghai area was rela tively small. 
Although there was great destruction or industrial 
property in Shanghai during the three months or war­
tare in that area, reports indica te that the damage 
wao mainly to Chinese owned property, and that British 
and other foreign owned properties suffered only minor 
physioal damage. The physical lose was probably lees 
than -5 milli on. British textile mille in China were 
almost all located in Shanghai. Moat or them already 
have resumed operations; only a few suffered minor 
damage during the hostilities. 

(c) In addition to the loss in the value or security 
holdings and or physi cal property, i s the loss or our­
rent income from curtailed volume or business. From 
the information available it appears that the British 
industrial and co~ercial enterprises are now operat­
ing at leas than one-third or the pre-hostil1t1ee level. 
The foreign trade or Shanghai during the 1110nth or May 
1938 was between 25 a.nd 30 percent or the trade or the 
year before. The employment in industrial establish­
ments in the Shanghai area io between 25 and 30 per­
cent. On the basis or these figures we conclude t hat 
the British enterprises have eut tered a loss or busi­
ness or 6o to 70 percent. Sinoe the business enter­
prises probably earned at least 10 percent profit on 
investment and since t he Briti sh invest ments in Shanghai 
business enterprises were estimated to be about - 150 
million, the lose or current inoome resulting trom the 
curtailed bueineea would see~ to be trom at the rate 
ot -10 to ~ milli on a year. 

3.i1 
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This lose or income ie, or course, a continuing 
one eo long as conditions in the Shanghai area re­
main unchanged. 

These losses a r e offset in part by the increased 
volume and proritability ot British trading with China 
through Hong Kong. 

3. The extent of losses to be finally incurred depends 
unon the arran~emente made by Britain with the Vlotorioua 
country attar oetilitlee cease. 

The extent or the losses to be incurred by British 
cao1tal is unf oreseeable t or it depends upon the duration 
or hostili ties and the arrangements made by the British 
~ith the government in final control ot the Shanghai area 
and the i mportant railroads. 

If the J apanese are victorious , the Br itish i nvest ntents 
race these dangers : 

(a) The Japanese may refuse t o service Chinese govern­
ment foreign obligations and railroad securities. 

(b) J apan may place r estr ictions on British trading 
and industry which will reduce t he profitability, and 
t herefore, the value ot t he investments. Unfair com­
petitive advantages are already bei ng obtained on a 
large scale by Japanese merchants . 

Should Japan be roroed by events to give up c ontrol ot 
the Shanghai area, Britain may well regain much ot her 
forme r position. It is even conoeivable that her invest­
mente in China, once relieved from the growing int ensity 
or antagonism in Cblna which oharncteri~ed the years pre­
ceding Japanese invasion of Shanghai, will be more profi table 
t han ever. 

4. Bri t1ah losses in l!exioo consist mostl of loss of oil 
t>roper ea. 

As tar as oan be ascertained, no figures have ever 
been given out off1oially ae to the value of the expro­
pr i a ted oil properties. The figure moat often cited 1n 
newspaper ooluana and reports if t450 million. In a report 

3.i2 
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r ecently received tro~ Mexi can Commercial Attache Locke tt 
h~ states he has received conf idential informati on that ' 
the 17 oil compani es have placed thi s value on thei r prop­
ertieD . He did not break this tigur·e clown, but t he values 
most aoOP.p ted are that t he Mexi can Eagle (Brit i sh) r ep­
r esents G250 mi lli on, and the other oil compani es $200 mil­
lion. 

It is known that during the last t ew years American 
com.)an1es have kept their expend! tures to the absolute 
r.inl:nuo whereaD the l!exican Eagle hae built new r~>t1neril's 
:md plMtll , Md has, in addition, expended ltu"ge s=s in 
ex~lorinp and exploiting the Poza Rloa field. At the time 
of exproor iati on all t he r econnaissanoe and initiatory work 
r~d bPtn coMpleted, and ~ith the field out l i ned, the Poza 
Rica fi eld was known to be one of the richest in the world . 
It hao been esti mated t hat t he company P.xpended $20 million 
ln finding t his t ield, and it is Just now at the poi nt where 
re turns on the invPstment could have bPen expected. 

The total value ot Briti sh oil properties expropriated 
i s probably bet ween 9125 to $175 mi l lion. Deepj t e t he 
rupture ot di plomatic rela tionn between llexi oo and Grea t 
3r1tain, Mexico has declared her intentions to pay for the 
propertiea. It would appear likely, therefore , that 
Srltish inter eata will get aomething out or their inveet­
,ents. An esti~ate of losses tro~ olOO to $125 milli on 
•·ould seen to be a r easonable one . 

In recent years Yexico has expropriated, vithout cottpen­
c•tion, agricultural lands ot approxi mately 43 mill i on acree . 
C~ t~~s amount it i s estimated that one-fifth was ori~inelly 
or.npd by foreigners, or approximately 9 milli on acres. It is 
furt he r ee t1mated that t he bulk o f t hese lands were Ameri can 
ovned, leaving 3 to 4 milli on acres as being possibly formerly 
ln the bands ot Br i tish citizena . There is no way to ascer­
tain the value o! t his acreage, but an estima te of from 
..:10 to $20 m1111on is not unreasonabl e . 

-.l ... J 
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TREASURY D EPARTMENT 

P UBLIC HEALTH SERVICE 

WASHINGTON 

July 8, 19.38 

Memorandum tor: The Secretary of tho Treaeucy , 

Fro~ : The Surgeon Ueneral • 

(Through Aclministra tive Assistant \I'm. H. J.lcileynolda, ) 

In further reference to the nutrition proble~, 

I am enclosing a j oint memorandum concerning proposed 

studies of nutrition agreed upon by the Burenu of Home 

Econotrl.es and the Public Health Service. 

--,-£ .. ~--~ :;;::___ 

314 . 
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Jul.¥ 5, 1938 

lle;oor&Ddllll for: Mr. f':r&DCia R. WUcox, 
Aaricultural Adjustment Ada1niatration. 

The followiD& report repreuentq further consultation be­
t•een Doctor St&nle:y aDd Doctor Parr an regarding the nutritional 
studies which were di scussed in :your office on J une 2.3, 19.38. 

Reference ia made to Doctor Stanley ' s ae:ooralld\1111 to you 
under date of J\1118 28th. Tbia report, therefore, will suppleaent 
but not repeat the report of Doctor Stanley. 

Stl!dies of .Nutrition and Health Reco!!I!Onded br the Bureau 
or 90!e !Co90!1c t and t he fublic Healt h Service Jointly. 

1 . The Wash! ngton Stud,y. It is agreed the t the small 
spot stlld.y or diets among relief families in Washington dll 
be co111pletad at the e xpense of ths Public Health Service but 
will not be extended to other cities unless tbe results of the 
Washington survey indicate that further atudios of this type 
will be d eairable. 

2 . Aueabl.t aDd Analpia of Avallable Date. The Bureau 
or HoAe EconoooJ.ca baa collected aDd partially analysed recorda 
aDd estiaatee of the food COt181.11ption of about 2 1 400 famlliea 
throughout tbe country with food expenditure& at levels coapar­
abla to those of relief families. I t also will bri.Dt; ~ogether 
date available froa other agencies -- soae still unpubliabed -­
on tba food consumption of families on relief. These date will 
incllde f in printed or aiaeograpbed reports on the food conel.llp­
tion of 1, .356 relief fudliea. A sUIIllll&r)' of this 111Bter1al should 
be coapleted bJ approxiaatel:y October 1, or b:y January 1 a t tha 

latest . 

J . St!!diu bx the Surplua Co!e()ditiee Corporation. It 1e 
underatood that the SIU'Plua C~tiall Corporation 1e .aking 
etl!diea to dateraine the effect of eiU'Plua food dietribution 
upon the nor..:L food-bu;ring hebite of the raoipbnt !aaUiea. 
The Bureau of Holle Economics and the Public Health Service are 
interested in keeping in touch with tbe r eaul te of these etudiu • 

• r 
.... l. 
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4 · Burtf)l ot !!see lco!IQ"1 01 Stw1Y of tilt Con teat and 
,tAe<!laex of Dittl of ll!liet F•••HH, The Public llt&lt.h 
8ernce and tilt illlreau of Bc.e Eeo~c1 acrtt t.htt t.ht 
etud¥ propoetd by Dr. SW.U.7 iD btr _,re.nd,. of J,_ 28 
ebould be urri td out, It will t\lrniah 'f&l..-b1e iDtorMUon 
on the food cou~apUon of relief f&llillte, tbt etreet qpon 
nutritional atetue of tmder-eonauaption of t.he Mjor tn>el 
of food, and t.he iDtl'IMiooe of t.he eddi Uon or surplus cOOIIIOdi­
ties to tbt diet. The liureau or ROlla Econollica will have 
primary responsibility for t.his atlllly wit.h the cooperation 
of the Public Health Serrtee, especially on t he medical and 
bealt.h aspec t s . Doctor Stenley Ilea t at1.&u.ted t.he coat of t his study 
to be $.30,000 and prtliaiDary results abould be available within 
oae Tear• (See detailed statement a ttached.) 

5. Pnhll c Health Ser'Vice Stud,y of Pltnical Health and 
lflltri UoD. The Public lltal t.h Serrtce and t.he Bureau of Hc.e 
Econc.J.cs agree t.htt t!!t etlllly of pb;yaical health and nutrition, 
which bad been pltnMC! by the Public Heal tb Service, should be 
carried out . Tbi1 na 1Ditia1ly planD!d as 1 cooperative atud7 
between t.he Public Health Service, Cornell r.ledica1 School, and 
the llilbtDit llle110rial FUDd (at a coat to tbe Public Health Service 
ot $31,400.) More recen\17 it bee been planned to s ecure aasist­
ance troa the li.P,A. wbicb would reduce the Public Hea1tb Service 
coat to approxaatel7 $15, 000. 

Thia 1tud7 will bt carried out IIJDO!l& cbildreD at a high 
acbool iD liew York Ci\7. The detailed plan or t.he •tudT ia 
atteched. It it !lt.iaated that prel1a1Mrf results will be 
availab1e at thl elld or the present tiacal f !&r• It 11 pl•Mtd thet 
the Public llea1th Serrtce will be priu.rily reaponeible for t.hia 
at ud7

1 
wit.h the cooperation of the Bureau of R011e EeoDOIIica, 

eepecial17 on t.he die tarT aspects. 

Careful conei deration of the t wo atudiea by \be Public Health 
Ser'Vice and the Buru.u ot ao .. Econollics al&lcea 1 t poeaible to indicate 
thet no tmdeeirable duplication of work will be done and that ucb 1t ud;r 
will eerve to aQPpleMAt the other , particularl7 aiDce there will be 
cloae coopention and coU.bontion iD the prosecution of the iDveat.ip-

tioae. 

Tbt ie...Uate pu.rpoae of the lut teo 1tud.iet would be to 
de tera!De what the diet ot low 1nc.- f allillta tellda to be and the 
p11;ra1calnend Mntal rtlulte to be expected fl'OII diets of this level; 
alao to daterlli.Dt wbtt obaJiiea iD health 1tetue can be obteintd by 110rt 
adeqate tttd•na:. It 11 bel1evtd that the ruult l ot these can be related 
to t.he national picture by 110re gentral 1tudiee referred to 1D Moe • 1 aDd 2 . 
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In ottJ.r word., the atlall.1 .. propoaed, ill the op1111on of' 
the towo acaneiaa conCU'II*l, repraaut the 110at dea1rabla diraotio,.. 
1n wbioh •• ahould eMit twther kll<>w~a ill ordu to deteraine ttJ. 
extent to wbioh aclditioll&l food eouwaption bJ ralhf aDd low illcoae 
f'uiliae will contribute to the ad't'Uo-t of tM Dationel beelth. 

After deterwiolnc tM praHnt illterrelationebip betor .. n 
health and c!let&r7 etatue, it 1a hoped that ill tM - areu &DC! 
uonc t.ba- faaUiea, acld1tioM of food eup~ nutrient. 
wbioh are to..,_ to be deficient ill tM diete.ri .. , .. ,. he turnl.ebed 
ill order to cat a coD'fillc1DC •before aDd after• pic t ure of tM rela­
t ion of' food conewapt.ioll to beeltb atet ... 

The t.o aaenei .. rae: n" that !'unoa t or the coaduet of 
the t.o atlall.1aa ( lo. 4- $)0,000, and Jo.S- $15,000) be ada a....U­
a'bla troa appropriate Federal funda. It 1& hoped that the needed 
f1oanc1al aupport can be pronded. 

ilaT llonrOe, Aeti"i Cbiat, 
Bureau of a... EcoiiOIIiea 

.· .__L) ------' ~~ ~,_..._..._..~, 

fboa&e Parran, Surgeon QeDoral 
u. S. Public Ileal th Sam« 
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BUREAU or llllll JCObiica; o.S.DIP&aMft or 1GRICULT1111.1. 

StgU,es ot tbt Co"f't •g' •dregy ot meta ot ReJ ,., F••' 1, 1 
Itea 1o.4 

1 
• 

Practioal.l7 ao 1atonat1011 1a uailabU oa U.. effect of low 

rood eou-..ptioa 011 aut.ri tiolliiJ. atatu. AD appropri&tioa of $30,000 

313 

ia requested for • a~oi&l etw~¥ of food eoaa~tioa coupled rlth feasi­

ble ~••aurea of autritioaal atetua of relief families 1D oae or acre 

aeleete4 loealitiea. 

h.aUiea oa relief are an iaporte.Dt populetioa groQP. De­

teiled elate 011 their food CO~tiOD should be obteiDed and. correlated 

with iDdieea of pll;rdcal atetua, 1D order to appraiae the effect on 

nutrition or UDdercoaauaption of tbe aajor typea of food, and the in­

flWince of the ad4ltion of aurplua couoditiea to tbe diets. It 1a 

alao desired to coapare the dieta of faail.iee DOW on relief with diete 

for a1a1lar groarpa 111 1928 ud l9JJ , Such 1Dfor:aat1on ia needed to 

de~alop a eo.Dl aoei&l and. acrieultural polic7. 

Beeorda ( .. t.iaatee and aoeounta) of food cou~tioD will be 

obtained trOll faail.iea and. iDdividuala at 1Dter vala duriDg the 711r of 

atud,y. ID addition, dietary hiatoriea eUl ba obteioed. The f ind111Ca 

on food conau.ption rill be olaeaified "" the extent to which the 41ete 

support a eatiatactol')' autritin atatua of faail¥ Mabera, liT the t ype 

or relief l'<teai~ b)- the t~, and b)' the le~al of ...,.nd.iture for 

food. The coaau.ptioo tiprea rill alao be eoepared rl th thole for 

oon-.relief faaUiea at 1.oe ~ lenla 1D l9JS-36<and rlth the coo­

au.ptioo of faa1lie1 receiTlDC relief 1D 1928 &ad l9J), 

ror oarrelati011 e1 th the food cou-..ptica elate there rill be 

-s. auitabla pllpical u4 cleDtal ezwe••tiou, u4 aelacted a~1f1e 

• 
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aDd 110118pec1!1o M&aarea of lllltrit.iOII&l etat11a. ODe or two DOUpeo1f1o 

over-all 1Dd.1c .. of nutrit.ioD&l atatu will be 0011bined with eelecte4 

a~citic 1Dd.icee, for which there are utabliabed .. thode. the pre­

ferred 11011apec1tic i .Ddex weald couiat of anthropoo~etrie -nr-nte 

(height, we~t, bociT proport.iou, repeated to ebow eban&a); the pre­

ferred apecllic 1Dd.1cea, roantcanocr ... or the bonae of the wriete and 

~ -benda for .... 111'-Dt of llbletal deYelop.ent of cbil.dren, and .....e 1 

•nte of Yieual edaptat1o11 to darlmeee aa a - •ure of adeqi&CJ ot 
= • 

vi tea1n A of peraou of all agee. 

Thea• two specific 1Dd.icea were eeleote4 because preTioue 

atudiee llllde bJ the Bureau of ROM leonolllice of diete of non-relief 

tuUiee 1Dd.1cate that of the lalowD food esaentiele caleiua and Titaain 

A are the ollea 110at tl-eq111Dt.l7 0011a~ in i.DadeqU&te quantities b;r 

fu1l1u with l ow food expeDditurea Tbeae 1Dd.icea would be cbeclced 

a t treq~~ent 111tat"ftU eo that the trelld of nutritional status attalldant 

wit h the food C0111118pt1oll psttarn could be a tudied . The Bureau of HOM 

!eoaoaica baa a bacqroUDd of cr:perience 111 -.lc1Di antbropolllltric -•ure­

•nta, baa ...S. l'md•-utal .tlldiea of Titaain A requir-nte of b.-an 

aubjecte , and hu obtaiDed datf. on Yiaual adaptation for nor-.1. and 

viteai.D A-deficieDt nbjecte, both ebUdrea and adnlta, wllicb call be 

uaed 111 coepariaou. 

The runlte of thia at~ will add to ow kllolrled&• of the 

effect ot diet oa health, u wall u to data OD the food couu.ptioa 

o.t an iaportant IJ'O'IIP ot our popul&Uoa. 
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PUBL'IC BEALTB SDnCI I"'UJY OF PHYSICAL HEALTH AND lffiTRITIOll 
{Itu Ito. 5.) 

Evidence is not available which shows whether or not, or to 

what extent, growth and health of the genernl population is being 

affected by inadequate diets . It becoces necessnry, tbere!ore , to 

dotennine precisely what pbysicnl and mental impa.1nnento might be 

corrected by the improvement of diet s . In>nediat ely useful knortledge 

on the so ques t ions probably can be obtained fr01n studies which include, 

broadly , the simultaneotts invest~tion of foods. consw:led and the state 

or henlth . The effects of wbnon.al diets . however . are ccop:j.ex, and 

probably cumulative. !Joreover , these effects can be oeasttred accurately 

only by very complete individual health and dietary studies, made at 

intervals over an extended period of time. In addition , it may be 

asswoed that the most prono11nced for ms of malnutrition appear in 

children since growth and dnelopment ii:q>ose added dietary require-

cents . 

Satisfactory swdies of t his character should include the 

follo,dng: 

1) Records ot food consumption , made either continuottsly or 

at frequent intervals dltring the c011rse o! one yew-. Such r ecords 

rtoulC. permit an wal11ation ot illlportant se-sonal fluctuations in diet­

aries and muld rneal the extent to which deficient dietaries are 

consumed for prolon&ed periods oi tir.le. 
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2) C~lete physical e.lCZI!Dinat.l.on.s, inclucling those special 

measurements and test,$ which detect the onaet of deficiency disease 

before they have r eached their manifest or severo stages . 

3) Continuous or repeatedly collected records of physical 

321 

and mcnt3l. efficiency during periods of one yoor . Such data may be 

expected to reveal the l owered vitalit y and loss of productivity which 

oay const itute an impor tant <>ani.fostation or inadequate diet,$ , 

Tho approach to the general problem or nutrit.ion has two 

tund~~t.~ental objectives: 

l ) To obtain specific Wormution on tho actual iJ:Ipa.irment,$ 

of health nhich r esult !rem tho eonSW!Iption of subnormal 

diets . 

2 ) To develop a · pr actical rou tine methodology f or use in 

appraising nutr itional ststue. 

A study, from the perspective outl.ined above , is proposed as 

a eooporntive undartaldn& with tho Departments of Pediatrics and 

Preventive J.ledicino of the Cornell Cedical School, The Uilbank 

t.:emorial F\lnd , and the Public Health Service. Observations would 

be collected frcm stuaente in the Seward Park Hieh School in New 

York City. This group i s selected because the children to be 

studied are predominately from r elief o.nd low income families and 

because it i s knorm that the school heslth servi ces can be adapted 

re:ldily to such a study. Records for the following would be collected: 
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1 ) Di etary histories 

2) Reco~ or illness and or school progress 

S) loled.ical histories and physical and denta1 examinationa 

4) Spec1a1 phywioloeical exal!linations 

a) Dark adaptation test tor vito:Un...t. 

b) Galvanic retlex test f or calcium 

c ) Anthropometric measurements; hei*"t , weight 

d) Roentgenographs of wrist and hand 

5) Speeisl blood examination 

a) Hemoglobin 

b) Red blood count 

c) White 

d) Differential count 

e) Ascorbic acid 

f) Blood vito:Un...i. 

g) Blood phosphatase 

h) Serwn calcium 

As a preliminary to this investigation, it is proposed to 

include in the dietary surveys ol relief fam1lles in l'lasbiJ18ton, 

Det roit, Atlanta and <kllaha , a physical exaDination by competent 

physicians of a sample o r the population ca.r\VaSGed. Ttro physicians 

in each city would examine approxiJ:Iately onc-titth of the individuals 

covered by the survey. These physicians would conduct car~Cul 

physical examinations, together 'fl'ith measur ements of height and 
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weight and ostilllat oo of nutritional statue, Tbc results of this 

supplementary investigat ion would show only tho severe effects ot 

dietary deprivation and will point the way for the immediate cor-

reetivo measures t hat may be most urgently needed, 

BUDGET 

Sa.l..a.rie.s •.•.•..•.••••••.•..•.••.•..•......••.••••••.••••.. $25,120. 00 

8 Physicians (2 monthe} ••••••••••••••• $3,800.00 

1 Director ........................... 5,000.00 

3 Teehnicians ••••••.•••••.•..••••••..• 7,200 .00 

1 Nutritionist ••••••••••••••••• ••••••• 3,800,00 

3 Clerks •.•• • ......•..••...........•. • 4 ,320.00 

llaterinl and supplies ••••.••.••••.• • •..•...••.•••..•••• .. •• 4,800.00 

Travel anci per diem .. • ...... • ...... . ..•...•.......... · · ··· • 1 , 500. 00 

To ta.1. • • . . . . . . . • . • • . . . . . • • . . . . . . • • . . . . . . . . . .. $31, 420 • 00 
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COPY 

United St&toa Department of Ag1"icuHure 

Bureau ot Bc:ae Econc:aics 

Dr. Tbo-a Pe.rran, 
Surgeon General, 
Public Heal tb S.rvice, 
l'aabln.gton, D. C. 

Dear Dr. Pe.rran1 

Washington 

June 28, 1938. 

I aa sorry to learn from your secretary that 70u are out 
of town this atten~oon, since I IIIUSt leave tonight for the A<!erican 
HoM Econo:oics Aasocletion -tlng in Pittsburgh, t o be gone three 
dqs. 

Enclosed is a COPT of the ,.,..orandua which I prepared f or 
Ur . l!llcox, setting up tbe coo.sidered opinion of our g1"oup in regard 
to the proposed dietary •twliea; also a COPT of the proposed project , 
with a tentative budget . The project is not outlined in very IIIUCb 
detail, since I thought the detail would need to be filled in by con­
ference between the specialists in t he two groups . 

In support of our feeling that we hau sufficient date on 
t he low inco.e diets , J am enclosing a tabular stete..,nt indicating 
the ou:ober ot families for which we have food consuaptlon for 1935-36. 
'l!e estimate that relief families probably !>live food valued at one 
or another of these three len ls when you consider the BJIOWlt whicb 
they ~ under the relief allowance plus the surplus c~ties now 
being distributed. 

I bave recently been to Detroit where I have seen the dis­
tribution with 11ore auspicious cirCUII8tances than at Cleveland, and 
we are worldng witb Surplus co-oditiea on a plan for ind,icating in 
advance the tJpes of food whieb will be available and providing for 
the •rl••• distribution pouible under the Act under wbicb the Cor­

poration operates. 

I shall be back in town Saturdi.Y and bope I -.;t aee 7011 
then or on Tuesda,y. I shall ban to lea•• 1'!aeb1ngton Tueede,y oliht 
for another two or tbree da,ys, but then eJ<PIIct t o be back until the 

s tud;y oen be started. 

!ncloeurea. 

Sineerol7 youra , 

(Signed) Louise Stenl81 

Chief 
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C 0 PI 

IIOOJ'I.AIIDUII TO MR. FRAIICIS R. WILCOX 
Agricultural Adjuat.nt Adainistration 

Dear Mr. Wilcox: 

June 28, 1938. 

I aa beartil,y 1n "1•pat!lr with the proposal of Dr . Parran 
thllt s joint study of Nlief diets be made b)' the Public Health Ser­
vice and the Bureau of Home Economies cooperatin g . 1ie shall be inter­
ested in tm results f rom the prel.iainary etuey now being undertaken 
by the Public Heal tb Service 1n Washington to determine t he diets of 
relief families of different categori es . We reeomaaod t hat before a 
lsrge group is sampled , even here, oo'!'e study hA llllde of the prelWnary 
returns to determine wbet mr the schedule ttl ~will provide data 
that can be analyzed, cheeked , and mde eoa para e with prenoue 
studies. If i t 1a proposed to ap~ this study in other areas, the 
"aebington study should be •de a o:etbodology etud;y . 

lie feel tbat aey lwrried •spot study" will not add very oater­
ially to our knowl edse of relief diets. ll'e ba•e collected aod brought 
together data from fiYe studies (1356 families) of relief diets and 
ore now engaged in loeCI.ng other s tudies · made during the last t wo 
years and still unpublished. These we propose to assemble and su..­

marize . 

It is our ~lief t hat relief diets are largely a function of 
the aonetu)' value of foods anilable and traditional. diet babite . lie 
bave froa tm ConauMr Purebe.ses Study JII&IIY data on faailies with food 
consuaption at a level coaparable to tbat of relief families , and on 
t he degree of inadequacy of aueh diets. These are drawn froa various 
sections of the country and can be eoapared with diets at higher lnel8 
of cost in the same localities. 

W"nile spot studies i n selected areas may bring out the present 
picture , it is a rapidly cbanging one and unless tied i n with tbe 
economic situation of the feai]J" offer s little in the way of construct­
ive help. We know the situation is l~d; we know it is worse in so•• 
areas then 1n others; we know bow it can be i11proved. It would see• 
desirable , therefore, to put the 118.jor portion of the effort into the 
lon&-time study aentioned b)' Dr. Parran, whicb will give aore detailed 
l.ntorastion as to the pq,aieal effects ot inadequate diets. 

lie are subai tting a suggested plan ror a .ore detailed diata:T 
study to be made onr a lo,er period of tiaoe with aecoapseyin& pq,eical 
and peylliologieal stud.ies , ollowing the general plan outlined by Dr. 

"l )r .... ... ) 
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Parre.n. This was diaauued inforae.llT '1>7 rapr eaentatives of the t wo 
groupe in a meeting in this office. The dataUa of this plan should 
be worked aut b7 the special.iata in the t wo bureaus and the final 
plan should be approYed b7 the Surgeon Ceneral, the chief of this 
a&reau, the director of the SUrplus Ca..oc!it)" Corpot-ation and a 
represer.tative of 'IIPA. In t his study, the operating units wUl he 
t he Burew of Bo• EconOIIics and the Public Health Serrlce. The Bureau 
of Ho:oe Econo.Ucs rill be the reeponsible agent for plans for the 
collection of information on diet and for such pll)'siological testa 
as are Hasures of t he adequacy of s pecial required nutrients such 
&a t he dark sdsptation test for vitamin A. (The Bureau !'.as made a 
special study of methode for study of dark adaptation under tiE Secre­
tary 's appropriation for fundamental research) . Also , this Buraau 
would be in a pos ition to direct the taki "'! of tbe anthropometic 
coenauros tlnt are specially significant for co .. po.rison of the low 
incolDII group studied with tm data which we have f or normal popula­
tion groups . lie have 1111asured durint the past year sooe 70,000 
children bebean the a p e of four and fourteen . 

The Publ i c Health Serrlce wUl be res ponsible f or too medical 
histories, the medicnl , pll)'sicnl and dental exam1113t1ons, the recorda 
of illnesses aid &1\Y blood extuaination which is decided upon a s being 
dealrable , and wi ll cooper t<ta with t he Bureau of Home Econo01ics in 
the interpretation or t oo roentenographs or tho wrist and band. 

On this beals we are submitting & proposed budget covering 
approximately $JO,OOO, which will be covered by an Exhibit A to be 
submitted to the Surplus Co..odity Corporat i on, aid propose further 
t bat steps be taken to set up a 'IIPA project ber e i n Washington for 
bardllng the statistical analysis o= the data. After further confer­
ence on the details ot tbe plan it aay seem desirable to ask for State 
'YPA projects between the cooperating agencies a o:l a more detailed aet 
of plana. SUch plana should get in b7 August 1. 

LS:IO 

Sincerely rours , 

_,5 l Louise Ste.nler 
Chief 
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Period c~ bT t i el.d obMnatJ._, 1 yev 

A, T .. te of DUtriti<mal atatua of 2SO faalllea 1n one unit 
ot tbe atud7 

1. Vial&&l adaptation teste on· r,-ooo peraone 4 tiloea yearl;r 

1 biopboto.eter operator - - - - - - - - - - - __ - _ $2,600 
l aeaiatant - - - - - - - - - - - - - - - - - - - - - 1, 440 

2 , Antbropo.etrie -.urea ot 1 , 000 persona at beginning 
aDd end of atud,T 

1 euperYiaor of field work ancl 
atatiatieal ana1Ja1a - - - - - - - - - - - - - - - - 2,600 

1 uaietant - _.- - - - - - - - - - - - - - - - - - - 1, 440 

), X-re.r• of 500 ebildren a t belinninc and encl of stud;y, 
ancl enal;raia of resul ta 

1 Roentcenologiat half t18e - - - - - - - - - - - - - 2,600 

4. Dentist (p&rt tiM) - - - - - - - - - - - - - - - - - 2 ,000 
Pbfeiciana (part tile) - - - - - - - - - - - - - - - - 2,000 

J, Dietary at~ 1n one area 

l DUtritiooiat - - - - - - - - - - - - - - - - - - - - 3,800 
4 to S aaaiatant euperYieora of 

N.elcl work ancl ta'boletioo- - - - - - - - - - - - - - 8 , 400 

Fidel workers am IIIUtiatieal clarke for tbia part of tbe at~ 
will be prorlclecl tbrcugh a Worlta Procrea• Aclainiatratioo proJect. 

C, lquipoent anc1 auppliea - - - - - - - - - - - - - - - - l , SOQ. 
D. Rental of apace - - - - - - - - - - - - - - - - - - - - - 600 
E. Tranl, ineiclentale, clerical help - - - - - - - - - - - 1, 020 

Total $30,000 
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~,.,,,, ot t.bt Coutgt •=' ' 4 emtv or I>itta ot Rtllet "'"''es. 

Practieall,y no 1nfor..t1011 is a.....U.bla on the effect of l ow fond 0011_ 

INJilj)tion on nutritional status of faailiee on rel1af. These familles are 

an iaportant population group, and more detailed data on their food con­

sumption should be correlated with indices of p~sical status, in order 

to :oppraiea tbe effect of underconau..ption of tbe ~~ajor types of fond and 

t be influence of tbe addition of surplus coDIIo<litiee to these diets. Such 

information is needed to develop a sound social and &grieultural policy. 

Thill appropriation 1e r equested for a special study of food consumption 

coupled with feaeible 118aau:rea of nutritional status of relief famillea 

1n selected localities. 

Recorda (eatillates and accounts) of current consumption will be ob­

ta1Md at quarterly intervals during tbe year of study, also a dietary 

bistor;r, suitable p~aical and dental examinations, and selected specific 

and nonspecific Masures of nutritional status of the body . 

One or t wo no1111pecific .,er-&11 indicee of nutritior>al status should 

be coabined with certain specific indices (for which there are eatabliabed 

!llethods) and thee& -~nta will be correlated with tbe dieta . The 

preferred nonspecific index would consist of anthropometric .easureMDts 

(height, weight, body proportions , repeated to ahmr change); the specific 

indices , roantgenograaa of the bones of tbe wriat and bends for ""aaure-

ment of akelat&l developmant of children and measurements of Tiaual adap~ 

tion to darkneae as a measure of adequacy of vi temin A of persona of all agee • 

These two 8p&Cific indices were selected because previous atudiea ~ 

by tbe Bureau of BOM Ec~cs of diets of nonrelief t aaillle indicate that 

of tb& known food eaaantiala calci1111 an' vi taa1n A are tbe ooea 110at tre­

quentl.J 00,,. .. _. 1n inadequate q.-nt1t1aa br fuilbe nth l ow rood expandi­

to~ra . TbeM t.ndicea ~d be cbeoked at traqu.11t intanala ao that tbe trend 

Regraded Uclassified



- 2-

ot nutriUooal etatu at.taadut with tt. food c-.ptioa patten. could 

be at....U.CS. 

The Bllraau ot a ... !c.-..ice alr.ad;y hae a bacqround or experi ence 

1n llllking anthropoMtric -...re•nta, in tlmd&Mntal atlldiea of TiteaiD 

A require•nta ot bllll&ll subJects , and bole studied Yillll&l adaptation i n 

r elation to noru1 and vita.in A-deficient eubJeota both on cblldren and 

adlllts which can be uaed tar ccaparieone. 

The tindinp on coneu.ptioa will be Claeeitied by abllity ot diets 

to npport a eatiefactory Dlltritt ... s tatue b1 t;rpe or relief reeeiTed and 

bf l eTel of expenditure for toed. 
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Diatribution ot tUiiliea at tllrM l ow expenditure lenls, 
by degree ot urbaais&ti011, repon, and color ot taail,y . 

Degree or urbanization, Total P'&JI111es spending 7ear:cy 
region, and color ot t'uil7 ~r per food expenditure Wlit 

ot Ulldar • 3s $35 - • tl1 • 70- ~04 taailiea 

lluaber lluaber !luaber 
Large and al.ddl.e-aised cities 

(1936) 

New l!ng]..and 174 0 0 3 
!lorth Central. 676 1 23 uo 
~ountain-Pacitic 632 0 2 57 
Soutbeaet~ white 239 0 3 32 

llecro 143 s J6 54 

All regions 1864 6 64 256 

' l'age-..arner• cities (1935) 

North Atlantic 843 0 0 U7 
East North Central 381 0 0 70 
llaat North Central U2 0 0 16 
South Atlantic 98 0 0 20 
East South Central. 282 0 17 114 
Ilea t Sou tb Cell tral 39 0 0 u 
llounte.in 76 0 0 10 
Pacific 441 0 0 21 
South, Negro 222 0 84 83 

Al~ resiona 2494 0 101 462 
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Diatributioo of faw1Hea at thrM low expendJ.tllh J.nela, 
bJ degHe ot urbudsaUOil, repoa, and color ot t~ 

Total PaaUiea apendinc 7H1'1T 
Deg:re• of urbanisation maaber per t ood-el<J*Iditure ait JJ 

region, and color of tuil.T ot 
tamiliea Under $3S $35469 $'704104 

Under m . 70 - 1. 30 1 . 3()-2.00 

~..all citlea - .. 
!lew &lgl.&nd 

~ , ... 128 0 .3 14 
Eaet Korth Central 1'19 0 4 25 
l!eat North Central 89 0 0 13 
Mountain 16.3 0 .3 22 
Pacitic 148 0 1 15 
Soutbeaat, white 83 0 7 13 

lfegro 68 4 27 17 

All region• 858 4 45 119 

V1lllgea 

Hew En&land 71 0 0 3 
8orth Central 175 0 4 35 
lfeatern 45 0 0 2 
Pacific 147 0 0 13 
Sou t.'leaat, whit e 2.56 1 10 f/1 

lagro 207 11 84 53 
' 

All r eciona 901 12 98 17.5 

h.ru 

New !ngland 104 0 1 7 

llorth Central 270 0 1 .38 
lleatern .36 0 0 4 

Paeitlo 142 0 2 14 

Sout beaat, white 54.5 3 48 172 

Jegro 262 11 109 89 

All repoaa 1 ,.359 14 .l61 324 
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Diatributioft of fa.il1•• at three low expenditure lnels, 
by degr" of urbuiaation, reglon, anc1 oolor of taa117. 

Total P'aaUiea apeoding 7ear ]Jr ll 
Degree of urbanisation, ftUaber per tood-ero8nd1 ture Wli t 

332 

reglon, and color ot t aaU,r of llftd4tr $35 $ 35 - $ ~ $70-$104 fa.illes 

Sll&ll cities 

New England 442 0 3 37 
Eeat North Central 582 0 .30 112 
West North Central 516 1 13 84 
.llountain 2.36 1 7 33 
Pacific 462 0 5 35 
Southeast, white J7l 0 42 100 
Soutbeast, Negro 181 15 96 43 

All r egions 2790 17 196 444 • 
\. 

Villages 

New Engle!ld 365 0 l 35 
!forth Central 1091 l 43 227 
We a tern m 0 8 fiT 
Pacific 468 0 4 57 
Southeast, whit e 1656 4 lJl 440 
Southeast, lle£1'0 all 65 327 241 

All r egions 4758 70 514 1067 

l'aru 

New England Sl5 0 8 9.3 
North Central 2522 6 156 822 

'If estern flY! 0 43 159 
Pacific 496 0 lO «l 
Southeast, white 2«12 15 425 1003 
Sout haut, h£1'0 762 4S 3.36 243 

All regions 7706 66 978 2.400 

!/1936 ice a pr 
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e' l111rw 111 ~tlet,l/ 

•- l.,.hltlaale MlA \Mll' perwaal ..n- \o tloelr - MrJWa\l­

wh\lloll 1•,-~ ~ ......... -n,-1 for a ~ator -·•· ~ -· •au•••' 
oa re -- •1 - .. .,_..a " •• \aza)le a\ le..,. r alee ~ lf ..­

lae- IleA..._ ..-lnl."' \M ~ :pertanolJIC \1M Mrrl-. ""'1937 
AOt olo .. cl Wo lMP'ole lt' llft'f'lclllllt t hat noll 008pftoa\loa oh011lc!. 'be 1 .. 
o1MH l.a •,...eoaal MU.liiC -.p~ be-,• \azple at 65 or 1'5 per-\ lf 
aot clloh'lwW. . 

ACltlohl !1!4uUau tor ~a;.,..,, LoooM, eto. 

AO .. , .• ., l7 tile 1'37 Ao\, \be 1 .. clleallowe certain artiflolal loeeeo 
61'hlac oat of f•l17 _. eUler ..,...,..,Uo•• llartq ao 'llu1neoo olpltlo-o, 
to U.o earlier 1 .. •, pronoi- clloal1oetac leoooo r- oal" 'Ito'- --.. 
or o r .. u7 ... 'ltotweoa • 1Mlndaal u4 a oor poraUoa llilioll u ooatroll ... 
Hro e4clef f"'l'l•'- ilealleorlac 1o .... 'be- other JIN'MU lla.,.,. opeolal 
ro1atloaoh.lpe, 'I'MN lMl ... loooM ,_ oalH or o:.beapo (a) \ot- two 
corporaUeu -•roll•• 't7 \M - iacll?idaal1 (\) llotH• suatar aacl tl· 
duol&1'7 of a tru\1 (o) 'ltohMII fltbullarlH of teo truh of e b.loll tbo •­
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•441\loa, \'be rulH for \M tatondaaUoa of o\ock oa orohlp 1a a corpor.,. 
Uoa ..,.. ·~ t a • 1aporhat 4acrao. 

~ 19)1 M\ alM AalH a MGcUoa tor e:.ccl'll .. la\orao\ or RolaHo 
·~ fta nell laton .. or ~ 18 we« \o a pe...- aot taali .. a\ 
uw't·l~ elU. U.. .. Mer, aloao the ullt. pqo U.la _, .tWa -
aa4 oa .. lloalf _ .... attor the nt et t'be taza)le 70&1'· fllia pre?ioi" ,.... 
""to \alql..,.... ,,.. o\\aial .. arUilolal ,.,,..Uoaa .., .... oa \'be tltf­
ln tho ropor\lllt; of lao- _..,. U.. OMII _. -1'11&1 aotloo41, ..,_ We 
_._,, U be.4 'ltota ,...,. tba\ naa ...... a epeolal rolaU.UlJ oslo\ .. 

'bot .. oa MMor aa4 orocll \or, a u'll\or """' apt 'booko oa \he -1'11&1 'lloall 
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repor\ ao 1- \1M ...,ne« interoo\ -.I t o lila, 
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TREASUJIItY DEPARTMENT 

OATO Ja],T 81 19)8 

TO 

·-
For 7"J1V illroratica -

Tbe ltonopo~ eo.::t.ttM •t ;rellterdq &lid ~olll'll8d llllt1l. hll. 

Psoplea aDd I attuded. a..ob ot the t iaa w.a apeat in d1eowsa1Dg pro­

q~o;r.t.l. detalla ot no ceDer&l intere.t. !be aoope &lid aUocatioll ot 

the work -.. diJieuMd, &lid, in 811btrteDce, tbNe 'liiiN lett. to tbe re~ 

Hnt.at1'1'8a ot tbe eDOut1'1'8 depert.anta to detenline . lacb clepart-t 

sut.itted a ~Hw1M"7 &lid ce .. ral etete..Dt ot eb&t 1t Jdght oootribute. 

Tbeae wU1 be the IIDb~eot ot detailed d1aCU8a1oo &lid deoiaioD br tbe 

exeout1•• repreeeotet1'1'81 next Toeedq. eow ot the Tre.....,-1• tntat1'1'8 

outline 1e atte abed. 

S.utor LopD bad 1:uiet.d oo tbe i.DMrtioD ot tbe t ol.l.DriloC 

1D tbe reaolutioe oreatioc tbe ~tteet 

n •aball ilmlatipte tbe IIDbjeot ot CO"~ 
adjuettoent ot tbe ~ Po-r ot tbe dollar 
eo ·aa to attaia tbe 1926 OCM"Od1V price 18'1'8le·" 

Tbe oo- ot tbe ~ttM ne to do 110thi.DI &beNt tbie. 

~~~ 

Eoc. 1 
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DIE TREASURY 

The data and ~rsonnel a-"-~le •- th Tr • ........., ...., e .. Sill')' indicata 

the follorln& area~ .ifl which it llight ll&lce t.he 1101t INbatantial 

con tribution to t.he s tudy of aonopollca and c011~tition: 

•• GovernMent purcbases in relation to the general problem: 

l . Tie bids and other monopolistic practices en-
coun to1·od in government purcha&in& l 

2. GoverMent specifications in r elation to 
~tenta and other ~sea of monopoly control; 

J . The cuaula tion end till.1ni of gonr .. ent 
purchases in relation to fixed and excessive 
priC08J 

4· Cost s t udies in cases of excessive prices on 
govcrn111ent purchases as one method of control 

of such prices . 

333 

B. The supplementation of the general prohibitions of our anti-

trust lan by addin& thereto specific fJ'OhibiUons, the ty.ofold a1a 

being to increase the effectiveness of our anti-trust lau and to 

meet w eb of present c0111plaint that the b ... iness c()lll;llllllity does not 

now know what it ma:t and may not lat.full)' do. This study would 

explore the extant to 11b.ieh it would be poesible or useful to go in 

enacting detsil.ed prohibitions of specific forms of monopolistic 

organba tiona and specific types of undesirable c011peti ti ve practice• • 

It would invohe a reexe•lnetion of ell f:ll&llab and American legisla­

tion end decisions, aupple~~ented by a cooaparatin stud)' of like prol>­

lells end procedures in other nation& of the 'lleatern world . The a1a 

' 
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2. 

would be a aeries of specific pro'fiaione which would, aaong other 

things, cod.if'y or r everse the rules a pplled in the maae of judiciel 

dec181one under the Sherman, Federal Trade c~ .. ion and the Cla7t<>D 

Acta , ae .... u as the rules applled by the Federal Trade CCIIIIiasioo 

1n eases that have not been paaeed on bJ the co\lrts. 

c. ! reeuatnation of the procedllral aspects of our anti­

truat lan. tb1a would invol.ve an historical, cooaparative and 

analytical atudy of the etfectinneaa and fairness of our entire 

procedure in anti-trust (and collpar&ble) litigation. I t would 

include the exploration ot possible additional and more effective 

sanctions. Thus, the procedural aspects of searing our anti-

trust laws into aey plan tor Federal 1ncorpor&tion might be eDIIined 

in this connection. The ._.its of the claila cOIIllonl)' made tha\ n 

need a procedure for pasain& oo the 1ACallt7 of particular organiza­

tion• and coapetitiTe practices in advance of t be.ir use. b)' the 

business coamunit7 ahoul.d be tull7 eDIIined and poas.ible proeedur .. 

f or •eet.i.Dg all¥ such oaed found t o exist ahould be explored. 

• 

Regraded Uclassified



lecreVol7 -.zawar 

JICJwa QUI' ' 

r.r JWV w-u• -

1u1;r a, 19,. 

!M Waeopaq c:o-itw •t ~ ...s ~otll'M4 1lftUl hll. 

ho)I]Aa ...S I athal'ed, .._ et U. U.. wa epeat ill d1-M1ac Pl9-
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the ..-It wa dl_• .... o G4o ill --~. tbeM WV& lafi to ~ n,.... 
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(,..,_ ol m•a ..... .._ ~ 341 
_, - -u..a 1a o .. .._., •• amoo at aaao '"'•) 

mmerr 

'lllo 4ata u4 por-el aftU&blo 1a tllo '"-11U7 iaU .. to 

tho tollcnrS.ac u.aa 1a 'llla1oh U 111&1lt .Uo tllo •n AbatuUel 

ooatrlbaUoa to tile aW4J ot -polha aa4 -.ouuoa1 

A.. OOnr sst ~· 1ll ralaUoa to tllo ,.aeral pzob1 .. 

1. 'l'lo b1u u4 otllv MaopoliaUo pr aoUoM -­
oowrhre4 1a c.o•-• ~1a&J 

I, Oonr••• apeo1n .. uoao 1ll rel.aUoa to 
,.,~._ a:a4 otllv pbuea ot ~ -•ral.J 

! , 'lllo 1 A\1011 a4 tilobc Of &0Y02'1111AIIl\ 

)IIU'OllaaM 1Jl relaUoa to t1xe4 aad anaa1n 
prloeaJ 

•· Co n 11\ladioa 1ll ouoa ot aooaa1Yo prlooa oa 
co•~• parohaaoa oa ooo motho4 ot cootZ'Ol 
ot 81loh pnooa, 

B. ~ appl-taUoa ot tllo &•vel. proh1b1Uoaa ot our oU­

tnat law b:r -'"•& tllarno apeo1t1o proh1b1Uoaa, tllo twtol4 aSa 

'oelq to u- tllo etteoU...-oaa ot our aU-\nn law u4 to 

~- blow 'llllat u M7 ... M7 -· lawtall:r 4o, !lt.h ndT ..u 
aplora tllo at•t to 'llla1u 1\ -u bo peaa1b1o or ua~ to .. 1a 

-••laa bhlle4 pl"Gh1biU .. ot ....S.t1o tDJ!U ot _,ollnlo 

orpahaUoaa a4 11PM1t1c tDN ot u4aa1nbla ....,.UUn pranu ... 

Uoa u4 4Mta1au, -.,1-.ta& liJ a .....,..u,.. nM:r ot lib ,..._ 

1 .. aa4 preeeeu.a 1a otllwa MU .. ~ Uo .,..._ wiU. 1M da 

\ 
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~4 be a Mriaa of epeUtla prert81ou *in ..u, -a otllft 

tllia&•, oo«ity or rn.:. .. ~• nlaa ..,UM 1a ~· - of ~elal 

deo111o111 uahr n .• ·-· ... enl tnt. Oe..luioa aa4 the Clqtea 

.tote, u well aa tlla rill•• appliM II)'~· Je4«tal 'J'n4a c-1e.toa 

1n ouae \hat baTe aot ~~- ,..... oa 117 the ...na, 

C. .l rMnetnaUoa ot the pl'Oaeftral up .. h ot DIU' uu­
tNat law. 'J'Ida w'lll.4 laftln a hinorilal, OCIIIpara.: : - aa4 _ -- --
pl'OOMure 1a uti-but (u4 ec&lpeftble) llUpUo11, U ~4 

1aold• t lta qp!oraU011 ot poa81ble a441Uollal aa4 aore ettenl•• 

... ot1o111. ftlla, tlte pl'Ooeftral aapaote ot , .. ria& Olll' uu-
trlllt law lato ..,. :pla11 tor Je4«tal llloo:rpordlOII alpt be aai11M 

111 thia OOIIIIMti oa, 'J'Ite 1181'1 h of the alaia -1117 aa4a tltat we 

n&M a pl'OaMare to%' paNla& oa the lasallt)' of parUeoalar orpa1aa­

t1oae &114 oaap.tit1Ta praeUeaa 1a ad't'aaoa ot their .,. II)' the 

Ill -ln 
'J')'pe4 ,_.,_. 

·~ 
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f! . IJ . Jr : 

Opo1·a t or: 

H. !.! . Jr : 

'! . •terle 
Cochran: 

n .. t. Jr : 

C: 

C: 

H. ·1.Jr : 

C: 

IV ! . Jr : 

c 
C: 

fl . t.! . Jr: 

C: 

H. !.! . Jr: 

C: 

H. LI.Jr: 

Hello. 

l.!r . Cochran. Go ahead. 

Hello. 

Hello, Ur . Secretary . 

How a re you? 

July 8, 1938. 
2:02 P. M. 

Fine, thank you. The Ambassador is out of town, 
l.!r . Secretary. He went up t o Rheims to be given, 
ah, freedom of t he city . 

Oh, that's nice, Ab-

He won 1 t be back until in the morning . 

Vlell , I eot his let ter about, a h, wanting to -
giving me a luncheon while I was there . 

Yes . 

And, ah, I wanted to t alk to him about it; I 
didn•t know - ah - if I do that, do I have to 
call on the W.nister of Foreign Affairs? - If 
I'm there - do anything officially? 

He didn't , ah - he hadn' t told me about the 
luncheon - ah - an:i I showed him the letwhich you 
sent me the other day. ter 

Yes. 

And two or thi-ee or them had asked me an:i I told 
them the t you were doing nothing till you came 
back. 

Yes. 

And if you go to a luncheon as you come through, 
I should think you ' d almost have to call. 

I'd have to call? 

• 

343 
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C: 

C: 

H.M.Jr: 

C: 

R.U.Jr: 

C: 

H.M.Jr: 

C: 

R. ;l .Jr: 

C: 

H.!!..Jr: 

C: 

H. LI. Jr: 

C: 

R.M.Jr: 

0: 

R.U. Jr: 

341 
- 2 -

Ah - I 11ean, did tal think it best that, as you 
arrive or as you - ah - return rrom down South? 

Well, in his letter he said that when I come 
back nobody will be there - in August. 

Oh yes, there'll be some people here. 

There will be? 

Bonnet will be here; I saw Uarchandeau yesterday. 
He said he would be here - the ll.inister or Fiilance . 

Ub huh. 

And, ah, I had lunch at the Bank or France today, 
and they asked about you. 

Yeeh. 

And Fournier, the Governor, said t hat he'd either 
be here or within two hours of Paris . 

Ub huh. 

And wants me to let him know when you come through; 
that he ' d want to come in town to see you. 

Well, I didn't know if I was going to do this, 
whether I might better not maybe spend, say two 
days in Paris, and then not come back at all to 
Paris on my way back. 

I see. 

Seet 

Either date that you - I mean any time now, after 
the twenty-second of July, ah, is the dead seasor. 
in Paris, because ordinarily most of the figures 
leave after the fourteenth. 

I see. 

A few are staying on because, ah, of the' British 
visit, you knoW - the Royal visit - which will 
be the nineteenth to the twenty-first. 

Yeah. 

\ 
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c: 

R.!l. Jr : 

C: 

!l.M.Jr : 

C: 

H.~.Jr : 

C: 

•J .:.! . Jr : 

C: 

H. M.Jr: 

C: 

H.:J. Jr : 

C: 

H. :t. Jr : 

C: 

H.M.Jr: 

C: 

H.!.!.Jr: 
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So that week-end that you arrive - ah DIY opinion 
is that most of them would be out the~ - or as 
many out then as in Augus t , if that be t r ue. 

Vlell , I think I'll call up Bullitt on Uonday. 

Yes . 

And t alk to him about it . 

He hasn ' t mentioned i t to me at 11 I I a 1 so - •••• 

He didn't let you know? 

I mean we - we hadn ' t exchanged any ideas; he ' d 
said nothing to me abbut i t , so I - I - I don' t 
know just what his ideas are . 

Wel l , I'll call him up Monday or Tuesday. That •s 
certainly time enough, isn•t it? 

Oh yes . 

What? 

Of course, it - it appears in t he press her e today 
that you bad, ah, given out a stat ement that you 
were going straight through. 

Yes . 
here 

It was in the Agence Economique I today, and I•ve 
given that infor mation to the Minister of Foreign 
Affairs a couple of days ago when I saw Jules Henry 
abou~ the, ah, stateme you see? 

nt , 
Yes. 

And he told me that Bonnet will be her e, 1n 
August . 

I see, 

I also gave that information to Marchandeau 
yester day, and to the Bank of France today, and 
it appeared in the pr ess . 

Ub hub. 
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H. !.I • .Tr: 

C: 

H. t.! • .Tr: 

C: 

R. J • .Jr: 

C: 

C: 

H.:J. Jr: 

C: 

H •. t • .Jr: 

C: 

H. r.i .Jr: 

C: 

!1. "d .Jr: 

C: 
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That you were goi ng straight through, and would 
make - ah, woul dn ' t stop, but during the last 
week of the stay in France, you might call on 
some personages . I think that ' s the way the 
press had it. 

Well that's right. Now ••• • 

That was in the Paris papers tod~y. 

Ah, .Jimmy Dunn sent word over - you're coming up 
to meet us when we arrive? . 

Yes. 1 111 come up to Boulogne to - to -
to help the shov1 there. 

Where will you meet us? 

At - at Boulogne . 

Thank you. 

That - that ' s where your - the Dutch ship touches. 

Yeah, that's right. Well, ah, that ' l l be ver y 
nice. 

No, I'll be delighted to - to get up. 

That 111 be very nice. 

And, ah, I ' ve made t he reservations on the train. 
I •ve got you three doubles and one single .· 

Fine . Do you save any • • • 

Ah, the train leaves at five-fifty; gets you there 
at eight twenty- two the next morning . 

Do you save ·· ·· ·· 

And ah I had word back today that you didn' t 
want to' t ake up the tickets till you get here. 
That ' s the railway tickets . 

No, I said we would take them up. Ah - I sent 
wor d we would take tham up. 

34S 
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H.ll. Jr: 

C: 

B.M,Jr: 

C: 

B.ll.Jr: 

·c: 

H.M.Jr: 

C: 

H.ll. Jr: 

C: 

H.il.Jr: 

C: 

H. Jl.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H.!l.Jr: 

C: 
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You aean you - you want 11e to det • - to 
definitely get the railway tickets now? 

Well, 1t ther e •s anr question about holding the 
r eservations , 

Oh no, no, We can do the whole thing. 

Oh - oh, well then, all right. I don't know 
whether you save on the French railway round 
trip or not. 

You do - you save quite a bit. 

Well, then w~ not wait until we get there? 

Wait till you get here because we can get thea -
the sleeping cars I - I have to buy separately. 

Yes. 

Before that date . 

Yes. 

But the railway tickets I can get on that day -
Sunday, or Saturday night - whichever we want. 

And I sent word to Butterworth that he should 
come over and spend the day with us . 

I see. 

So that - just so that we could all be together. 

That ' s ab - that's on Sunday? 

Well, the twenty-tourth - whatever that is. 

That's on Sunday. 

The twenty-tourth. 

Yes. That - that ' s a Sunday that you•re here. 

Oh, is that a Sunday? 

Yes. 
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n. !J..Jr: 

C: 

H. '' · Jr: 

C: 

!1 . I.. Jr : 

C: 

H.· · . Jr: 

C: 

"! .t! . Jr : 

C: 

:;. :,! .Jr: 

C: 

·1. ' . Jr: 

C: 

'l. i.l.Jr: 

C: 

!l.M.Jr: 

C: 

B. :.!.Jr: 

C: 
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Oh, I didn ' t know that. 

Yes . 

All right . Well , I ' ll call up the Ambassador 
Uonday or Tuesday. 

All right. I 1m going down to Basel tonight. 

Good. 

Ah, Knoke and, ah, his friend are here. 

Vlho? 

Knoke • . 

Oh yes . 

Ah, he - he VIaS a t t he luncheon today. They 
gave us a nice lunch dovm a t t he Bank. 

340 

Fine . , 

VIe all Ylent down to that. 

.. Fine . 
and 

Well , listen -what train -ah, you f your family 
make your train reservations for t he boa t train 
while you•re on t he boat. 

Oh, do we? 

Ah, I mean you can do it t hat way, or I can get 
it here, but usually • •• . 

Yeah. 

There ' s a transportation man on the • •• · 

All right . . 

On the ship itself . 

All right. 

Think so. 
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H. L!. Jr: 

C: 

!l.M.Jr: 

C: 

H.!.!.Jr: 

c: 

S.!.! . Jr: 

C: 

H.!.!.Jr: 

C: 

H. L! .Jr: 
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I ' ll do that. 

And I'll buy my ticket round trip, to 
Boul.ogne . 

Good . 

If you want t o - to have t he man put it by -the -
a seat near yours. 

I'll ask for a seat for you in our compartment . 

Fine. So - I ' ll buy QY r a ilway ticket round 
trip • 

.Ul. right . 

Fine. 

Thank you. 

Goodbye. 

Goodbye. 
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B.ll.Jr: 

Operator: 

Daniel w. 
Bell: 

B. !J,Jr : 

B: 

B. U.Jr : 

B: 

B. U. J r : 

B: 

fi .I.! .Jr: 

B: 

B. rl .Jr: 

B: 

H. LI .Jr: 

B: 

H. U.Jr: 

B: 

fi, J! ,Jr: 

B: 

Bello. 

Mr. Bell . Go ahead. 

Yes. 

Hello, Dan. 

Yeah. 

July 8, 1938. 
2:48 P. X, 

Ah, what I want to say is this: I just spoke 
to Randolph Burgess, and they all seem to be 
in favor or a seven-eighths. 

Seven-eighths. 

I told him I 1d call h1m up between ten and eleven, 
Washington time, •• • 

Tomorrow morning. 

Then I'll call you. 

Yea~. 

You' ll be here won't you? 

Oh yes - ah, you're going away tonight? 

Yep. ' 

Ohl I see . Yeah, sure, I'll be here all morning. 
I t 1 be here early tomorrow morning, and then 
we'll start right on the cir cular. 

All right. It looks like seven-eighths. 

I t looks like seven-eighths? 

It would be fairly sat e to run it orr. 

Well, I think we' ll j Uilt work on it tonight then. 

3!3 0 
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H.!l . Jr : Right . 

B: Fine . 

H. ~I .Jr: All right. 

B: Thanks a lot . 

H. U.Jr : Goodbye. 

' : 
'-
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B.M.Jr: 

Operator; 

lt.M.Jr: 

Operator: 

B.!l.Jr: 

Operator: 

H. t.!.Jr: 

Randolph 
Burgess: 

H.!l.Jr: 

B: 

B. !t.Jr: 

B: 

H .. :l.Jr: 

B: 

R.J.I. Jr : 

B: 

Thank you. Hello. 

July 8, 1938. 
2:51 P. II. 

Dr. Burgess is out for about ten minutes. 

Oh goshl Where is he? 

She said he's out or his offico. I'll ask her 
it she can find him right away. 

Well, burry it up, will you? 

Right. Right. 

. . . 
2:54 P. Jl. 

Tell me the news, Randolph. 

Well , ah, the - ah - there are more votes in 
favor of seven-eighths. 

Yeah. 

Than anythi.ng else . 

Yeah. 
The country bankS talk about one per cent. 

Yeah. 
There are some of t he New York City banks talk 
about three quarters . 

Yeah. 
There are a few of them who would pr~:~feT one 
per ce.nt at a yrem1um or a half. 
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H.!.l.Jr: 
B: But tbete art .are of them would like seven-eighthS at par. 

Wbo-
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1.1.r .Jr: 

B: 

R. I , Jl'! 

B: 

IL 'I , Jr: 

B: 

H.:l. Jr: 

B: 

H. ·~ .Jr: 

B: 

'l . r.~ . Jr: 

B: 

'! . r. Jr: 

8 : 

n . ~ .Jr : 

8 : 

n . t.~ .Jr : 

B: 

H. !l. Jr: 

B: 
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Ah hah. 

Than any ot her singl e vot e . 

Ah hah. 

So I think that ' s the thing to do, as t ar as 
the situation looks today. 

Vlell, I ' ll call you up tomorrow, say between 
eleven and twel ve. 

All right . 

You be at the office? 

I ' ll be at t he office -yes . 

Yeah. And then we can make up our mind then. 

Vle •ve had a good Government market t oday; there ' s 
been some r eal demand for t hese bonds . 

Yeah. 

I think the new bond i s cetting pr etty well 
cl eaned up now . 

Good. 

The holdings of the dealers are very small. 

Good . 

And I think most of the f ello.,;s who bought it to 
sell again are - ar e reasonably well cleaned up • . 

Wel l , I - I - there seems to be a r eal demand 
there . 

Yes , ther e does . They - they've taken those ones 
you s.ol d ver y nicely . 

Well, I ' m not going to sell any t omorrow; I ' ll 
keep out of the market tomorrow. 

Yeah. 
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R. '•.Jr: I - I don ' t want to sell any t omorrow. 

B: No. Well , we haven1 t done a thing with our account. 
Vle 1ll wait until after this party ' s over again. 

:t: •. Jr: \'Jell, I t hink vre.'ll b e out of the market Saturday 
and Monday . 

B: Yeah. 

l! . ·.Jr: We ' ll keep out of it Sa turday a nd llonday . 

B: very good . 

" ."' .Jr :......;' And any .. . How - ho·: ca n you s ell b onds when 
you•r e so short - of bonds? 

B: Oh1 well we could - we could sell long and buy 
medium bonds • 

H • . r, J r: Yeah. You're going to l e t your whole - all your 
income go? 

B: Wel l, not all of it, but we 1v e got - we •ve got a 
grea t big bloctc of t ho. t new bond 1 you know. V!e 
got . .. 

B: 

.... • ·.r. J r : 

!l : 

!!. :' .Jr: 

B: 

., . •• J r : 

B: 

• • • • eighty- s ix million . That ' s out of proportion 
to our other holdings • 

I see. I see. 

So v:e could switch some of tha t for a middle-term 
bond - something like t hat . 

Uh huh. V/ell , Randolph, I'll call you between 
eleven a nd twelve tomo .. row. 

Very good, Henry. I 1ll be here. 

o. K. 

Goodbye. 
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Archie 
Lochhead : 

R. !!. J !' : 

L: 

~t. ~ • • Tr : 

L: 

!l. :t. Jr: 

L: 

H. H •. Tr: 

L: 

'1 . ' l . Jr: 

L: 

H. I. Jr: 

L: 

H. a . Jr: 

L: 

H. :t . Jr: 

L: 

. . . . make t he r ecord • 

Jul.y 9, 19.38 . 
10:40 A. M. 

Now, what are the markets today, please? 
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Well , first of all the stock market started - ah -
started on an off tendency. 

Yeah. 

And the - t he first rate showed About one point 
oft, but by the end of t he hour they'd r ecovered 
and they 1re now up point forty-four for the 
indu~trials • • •• 

I see. 

•••• and the, ah, rails ar e up slightly, and the, 
ah, and the uti lities up slightly. Ah, foreign 
exchanges ar e quiet; commodities, really no 
change on at all; cotton just a shade lower . 

Commodities? 

Sligh(ly lower . Cotton is elightly lower; wheat 
is about the same . There ' s no index, of course, 
today, on Saturday. 

And Governments? 

The Government bonds are quiet, but very steady -
no price changes from yest erday . 

Yeah. 

Ah there • s been nothing new - I mean there ' s 
be~n no developments, ah, to change anything on 
the - on prices at all . 

Now, if you people listen, I'll hllve Miss Spangler 
hook me up with Dr . Burgess . 

All right. 

we •ll hear what he haS to say. 

Right. 

• 
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!l. :J. Jr : 

L: 

:1. I.Jr : 

L: 

H. :1. Jr : 

L: 

q . 'J . Jr : 

L: 

'I . '! . Jr : 

Opcr ntor : 

'1. :1. Jr : 

ll .:l .Jr: 

O:>.:ra tor : 

n .. r. Jr : 

Operator: 

ll .l l .Jr: 

Oper :\tor: 

n. :t. Jr: 

Oper ator: 

Hello. Hello. 

What's that? 

- 2 -

Can you get lliss Spangler? 

Let•s see - well 

There ' s no - you see t ha t little button to press , 
the lowest one . 

Tried our - I see . 

The white button. 

All right , we pressed it. 

Hello. 

Yes sir. 

Miss Spangler . 

Yes . 

Connect me up ' nth Dr . Burgess , in New York, please . 

All right . Just a minute, now . 

l.liss Spangler. 

(Bet t er push it again. ) 

Hello. 

Yes . 

I ' m ready . 

!41s s Spangler . 

Yes . 

Let the men in the office listen. 

Yes, I will . All right. 

All right. 
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a .u.Jr: 

Randolph 
Bur cess: 

!l.H.Jr: 

B: 

B: 

R.:l.Jr: 

B: 

!!.U.Jr: 

B: 

H. J! •. Tr : 

B: 

'l . ti .Jr: 

B: 

~ . ·l . Jr: 

B: 

H. t!.Jr: 

B: 

l! .U.Jr: 

B: 

R. !.!.Jr: 
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Hello. 

Hello. 

Hello - Randolph? 

Hello, Henry. 

Can you hear me? 

I can hear you - yes . 

Because I ' ve got some people in my office 
listening. 

Yes. Yes. 

You•ll have to talk f airly loud. 

All right. V/ell , I don 1t see nny reason to 
change our Judgment of yesterday. 

You don' t? 

357 

I think that the seven-eighths is the right thing 
to do. You could do it for - for three quarters . 

You could. 

But I thi.nk that would be a little too close. 

Uh hub. 

I thi.nk if' you did tho. t, the issue would be 
absorbed almost wholly in New York; it would go 
to a very moderate premium, and, ah, it might be 
a little chancy if anythin& came out, and, ah, •••• 

Well , now, .Randolph ••• • . 

To do this well , it ' s developing 

Hello. 

• ••• • a market for later issues . 

..... 

On - on seven-eighths, what do you figure that the 
minimllll premium will - it will sell at - the minil:lum? 

• 
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B: 

H. :l. Jr : 

B: 

H • .J . Jr : 

B: 

" · , . J r : 

B: 

'' · ·: • . Tr : 

B: 

:r. a . Jr: 

B: 

'i . ' . Jr : 

B: 

'1 . ' . Jr : 

B: 

·•• l.Jr: 

B: 

B: 

li . U • • Tr: 

B: 

H. H.Jr: 
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Oh, i t•s bou.nd to sell a t a quarter of a point, 
and I think it will sell a t a half a point 
premium, or •.. .. 

You do? 

Or it mi ght go as high as three quarters . 

But a t least - at least a quarter? 

Oh, I don ' t see how i t could be short of t hat. 

Uh huh. 

353 

The best guide I t hink you can use on i t i s the, a h •••• 

?/ell the fact t ha t you even talk about a three 
quarters of a per cent, makes me feel quite 
secure on seven-eighths. Is th3t ri~ht? 

Yes . I f eel pret ty sure about that . 

Rave you any doubts on the seven-eighths? 

Not the slightest, no . 

Not t he slightest? 

No. 

Well ~on • t , - ~ho ar e our custo~ers apt to be? 

Oh, you ' ll get, ah, - the banks ~ill come 1n 
very generally, and , ah, . · • • • 

Well now • •.. 

• •••. some of the insurance companies . 

Randolph. 

Yes . 

Is all the machinery well oiled - they know all 

about it? 

I think so - yes . 

'fi!U.t? 
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l! .IJ . Jr: 

B: 

H. :t. Jr : 

B: 

R.U.Jr: 

B: 

H. :t.Jr : 

B: 

H.l!. Jr : 

B: 

R. J . ,Tr : 

B: 

'l . • ! . Jr: 

B: 

Lochhead: 

Oper a tor : 

Lochhend: 

Oper ator: 

H. t! . Jr : 

Lochhead: 

- s -

I think so. 

I mean, the Federal Reserve know - Banks all know 
about it? 

Yes . Yes . 

Rave you found that there's much interest in it? 

Oh1 a great deal of inter est - yes. They're all 
waiting for it. 

Oh , they are? 

Yeah. 

And a t seven-eighths you - you can - you f eel 
confident? 

I f eel confident you ' ll get a wide distribution 
a t seven-eighths. 

Uh huh. Well , now l et me t al k to my gang and 
I 'll call you back in f ive minutes . 

Very good . 

Will you keep your - will ~out:- will you wait, 
and I ' ll call you back in'r~Ve minutes . 

very good - I ' ll be right her e . 

Thank you. 

You bet. 

Hello. 

Hello. 

Yes . 

All right. Go ahead . 

Let - let me talk to Taylor a minute . 

Ju.st - coi!ling r ight on. 

• 
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Tuylor: 

b .i.t .·Jr : 

T: 

l' : 

t:I . :I. Jr: 

T: 

!! . J.Jr: 

H. roi .Jr : 

'! : 

t:I . :.! . Jr : 

T: 

H . :~ . Jr : 

'! : 

H. :.! . Jr : 

T: 

t:I.M.Jr : 

T: 

H. J .Jr: 

T: 

3GO 

-6-

Hello . 

Vlayne? 

Yes, Benry. 

Bow do you feel? 

I think she 1 ll go all r ight a t 7/8. 

You got any ooubts? 

No. 

lias anybody there got any doubts? 

(Pause) 

Bello? 

Yes . They think 
wha t they sQy is 
minimum pr emium, 

Yes. 

premium 
that the one-<juartel/, which is 
a minimum premium, Burgess's 

•.• i s very much on the conserva tive side ; ttat 
it ought to do it about a nalf . 

Uh-buh . 

As a Cl1nim um . 

Uh-huh. '.'/ell , thot•s plent y . 

Yes . 

The fBct that he even mentioned three-quarters sur­
prises me. 

Yes. As you k.no11, Jesse, I think, would a little 
rather do it as a one. 

Yes. Well .. . 
But that's - that ' s just - it ' s an expressed prefer­
ence but not any more than th&t. 

• 
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H. \l .Jr: 

'I: 

n' . . l . Jr: 

1 : 

li . li . Jr: 

T: 

H. :.I . Jr: 

T: 

H. :&. Jr: 

T: 

R. M.Jr: 

T: 

ri . I4 . Jr : 

'i: 

H. J . Jr: .. 
H. w! . Jr : 

T: 

H. M. Jr: 

·r: 

tL..I .Jr: 
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No · ilell, be also told me tba t be 1 d leave it to me. 

Yes . 

"'hicb ae, of course, has to . 

No, I - ah - I had t~>lked wi tll him yesterdsy and he ' s 
he feels perfectly a ll r ight bbout it but w~uld like 
t o have 1 t on the rich side, you see.' 

On the what? 

On toe generous side . 

Well, if the - I figure that if G1Y figures are 
correct, 

7/8 is . 

ls- an ei ghth on 2uJ million ..• 
• 

Yes. 

••• two hundred fifty thousand a year. 

Yes . 

Which is seven hundred fifty thousand f or the issue. 

Right. 

Well, I cion ' t see any sense of g:1 ving tba t a ... ay . 

No . 

Vlba t? 

Absolutely, not. 

No - I mean I can see his point, but I - I'm - I feel 
that this thing ought to- if we don't get a billion 
subscr lption, five t11nes over-subscribed, I '11 be 
disappointed. 

Well, I don' t th ink there will be any question about 
it . 

Yes . Well t hen, there's no s ense of making it • • • • 
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T: 

I:LrJ . Jr: 

ll. ~! . Jr: 

T: 

Bell: 

a .~ . Jr : 

Bell: 

a . :LJr: 

B: 

H.M.Jr: 

B: 

H • ..!.Jr : 

B: 

rl . ... . Jr: 

B: 

H. :.I . Jr: 

B: 

H.M. Jr: 

B: 

1! . /A .Jr: 

B: 
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No, no. 

What? 

Oh, absolutely not. 

Yes. Let me talk to Bell a minute. 

Just a minute. 

Good morning. 

Dan, how do you feel? 

I th i nk it's ~11 right. 

All right . 

Sounds pretty gooa. 

What? 

362 

Sounds all r ight, and there ' s plenty of gr avy there . 

You do? 

Yep . 

BoN does George feel? 

George thinks it ' s very safe. 

i>nd Harris? 

• 

Harris does t oo . Everybody here seeos to be satisf ied 
with it. 

What? 

hverybody here seems to be well s atisfied. 

All right. 

Well if you boys will stay there a minute on the 
phon~, I'll talk to Jones and then 1 1 11 talk t o 
Burgess . 

All r ight . 
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t! . :.t . Jr: 

8 : 

H. :.I . Jr: 

8 : 

H. :.!.Jr: 

8 : 

n • .J . Jr: 

8 : 

H. J .Jr: 

B: 

ll .L Jr : 

B: 

n . :J . Jr : 

8: 

H . i~ .Jr: 

1:! : 

H. M. Jr: 

8 : 

H. li . Jr : 
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If ... 

You' re going t o - you' re going t o talk directly t o 
llr. Jones . 

Right now. 

Because tney're waiting over t here to have a Boar d 
meeting to give us a letter. 

I 111 do it right DON , 

And then I take it you're coming back tomorrow - I 
mean Monday. 

v ""'"'>, ... es . ......, 

Well , tnere 'll be certain papers that you ought to 
sign. 

Well , I ' m not - may no t get in Wlt.ll quite late, 
though. 

Uh-huh. Well, we - we thought t ha t the letter to 
Jesse probably ought t o be signed by you, and 
probably the circulars going into the R~gister . 

olell, if there 1 s any 4Uestlon OD ... • 

But t hat can be done tomorrow evening . 

Whet? 

Th~t can be done t omorrow evening . 

I won't be back Sunday evening. 

I mean Monday evening, excuse me. I mean · • •· 

All right. 

Fine . Well, we ' l l sit here and wait . 

Do _ do you know wnicn button t o press rorbU~~· 
Spengler? It's the biggest - like a bell u on 
tiler e. 

JGJ 

• 
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B: 

Open t or: 

H . • \. Jr : 

Oper« tor: 

a. J . J r: 

O,>er ut or: 

H. J . Jr: 

Oper " tor: 

H. !J . Jr: 

Jesse 
j ones : 

rl • ..I . J r: 

J : 

a. . Jr: 

J: 

H • .J . Jr: 

J : 

d .M.Jr: 

J: 

li . U. Jr : 

J: 

I t's been pressed . 

Hello . 

!.Irs . Spangler . 

Yes , sir. 

3G1 

-10 -

Give me Ur. Jesse Jones ond l et the people i n my 
office l isten. Then Nhen he bangs up, Dr . Burgess 
again. 

J,ll right. 

hfter that 1 1 11 talk t o the people 1n my offi ce. 

kight. Just a minute plense . 

(Pause) 

Mr. Jones . 

Hello . 

Hello . 

J esse? 

Yes . 

Henry Uorgentbau. 

Yes . 
r •ve t alked and I 've made n f inal check-up, Jesse, 
and we think the issue will go very wel l at 7/8 . 

At 7/8 . 

Yes. 
And so that ' s what you think you ' ll put it out. 

Yes . 

" 11 right, sir . 

' 
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H.M.Jr: 

J: 

ii .U.Jr a 

J: 

H. :J. Jr: 

J: 

B . lol. Jr: 

J: 

H. r.I . Jr: 

J: 

H.U.Jr: 

J: 

H. li.Jr: 

J: 

H.ll .Jr: 

H. iJ. Jr: 

Oper ator: 

H.M. Jr: 

Operator: 

Burgess: 

H.W.Jr: 

3G5 

-ll-

Tba t' s wba t I r eco111111end. 

All right . 

If it ' s all right With you. 

Oh, perfectly all right with me. Your Judgment's 
better tb.an mine about it. 

Well, we feel very comfortable at 7/8 . 

Well, you sound like you were up ~n the mountains. ,_. 
I • m up at the r arm. 

That's fine . Well, I congratulate you and so you•ll 
or der -you'll put it in accor41ngly. 

Well, I figured this way, Jesse . One eighth means 
$750 , 0JO over t hree years . 

:tes. 'I/ ell, that - 11e want to s nve that. 

And I don •t know how I con make any money f or you 
any f aster. 

All right, and I 'll - we've got some little work to 
do here, and I ' ll tell the boys right now. 

I thank you. 

Goodbye . 

Goodbye . 

Hello . 

Xes. 

Dr. Burgess? 

Xes. 

Go ahead . 

Hello. 

He~o, Randolph? 

\ 
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S: 

H.M. Jr : 

o: 
!l . :.l . Jr : 

o : 

n . J . Jr : 

D: 

H.L Jr : 

ll : 

H. ,l.Jr : 

6 : 

H.M. Jr: 

o : 

Ol • .!. Jr : 

B: 

n . .J . Jr: 

B: 

H . .J. Jr: 

o: 

Oper a tor : 

H . .A. Jr: 

Operator: 

H.!I . Jr: 

Taylor: 

Yes, Henry. 

Wake it ? /8 . 

O.K. 

What? 

O.K. 

?/8 . 

-12-

That ' s going t o be very s atisfac t ory . 

I don't hear you. 

~ba t will be very satisfac t ory . 

I - l s till don' t hear you. 

That will be sa tisfac t ory . 

hll right . 

I • m sure i t will be a greut success . 

I - I think so . 

Yes • 

. 7ell, thanks f or t he nelp . 

.kll r ight, sir . 

I ' l l talK to you Monday . 

Gooa . Goodbye . 

Ther e ' s your office, Wr. Morgentbau. 

All r ight. 

Go ahead . 

Hello. 

?/8 she i s. 

366 
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II • • Jr: 

. : 
H •. J.Jr: 

'! : 

H.:.I.Jr: 

T: 

il. ..I. Jr: . : 
H. L Jr : 

T: 

n . - . Jr: 

T: 

a . J . Jr: 

'1 : 

T: 

1' : 

H • . A.Jr: 

T: 

B. LI .Jr: 

-13-

Yes. hnd if - tel l Bell it he has any papers that 
he wants me t o sign - I mean if there's any question 
he better put a man on the train, but otherwise I 
can sign them Monday night. 

No question, he says • 

What? 

Be says there ' s no q uestion. 

No question . 

Yes . 

3o f 

All right . Golly, l signeJ a lot of papers yesterday . 

(Laughs) llell, tills is - tho output is a little 
larger than usual. 

-"ll 1•ignt. Uow - gosh, I f orgo t t o tell Berbtlrt • 
Gaston . I' l l t ell him whon I g~ t througn t alking to 
you men . Anybody .vunt t o t ell me anything? 

I t's hotter tbun hell do1m here . 

Well, i• isn 't very cool here, but by comparison i t's 
comfortable. 

t\ight . 

You all have my sympatny . 

Tha nk you, sir . 

What else? 

Oh, I d on't -I d on't - I don't know of an)' tbing r eally. 

I told Harris no t t o s ell any more 2t s today or Monday • 

He ' s got that. 

Yes . What else? 

Vie r re goi ng to let this go r ight - illl!!ledia telY' now. 

That's right. 
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( 

-l4-

'j : :i es . 

<1d . Jr : All r ight . 

'i' : NoV/ do you want t o t lllk to Herbert ? 

rl . .. :. Jr : I ' ll ask !.Ir s . l:>pangler if! can t alk to him. 

~ : hll right , 1 1 11 buzz ner for you. 

.1 . :! . Jr : 'J. nank you . 

i : Goocibye . 

• j. . .... . Jr : Goodbye • 

.)p~r~o to r : delle • 

n • .J . Jr : ~r. Herbert Gast on . 

.:>peru tor: hll right . ' 
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TREASUR Y DEPARTMENT 

WASHI NGTON 

1Ul7 9 . 1938. 

Ill! . lloiiE"fliOI.OO: 

I am handing rou herewith a copy or .y last progress 
report to llr. Jle&ill , dated 1uly 7. 

I belteTe that TOU would be interested to notice 
speciall.7 what appears on pege 5. 

'!'he tlldtcated &&Tins ot approxt.atelr $6,000, 000 per 
annua 1s baaed upon a coaper1son be-n the nuaber or 
ortice eaploreee actuallr on the rolla on 1anuarr 1, 1938, 
and the number eaplo7ed on 1ul7 1, 1938, after the r1x1ug 
ot the new quotas. 

liT bo7s tell .,. that bad the comparison been made 
with t ha .uaber or ortice eaployees who would hue been 
requ1re4 to handle the social aecuri tr tu (Title VIII ) 
syat• as it was originally projected ( inYol rtng aonthly 
tu retnru and quarterl}' tntoraation returns) , the coa­
pllted e.nnu.al a&Tiug would ban been upwards of $7,500,000. 

Yon heard aa tall the Secretarr resterclay that the 
INilber of eaployaes dropped on 1une 30 was about 900. 
I find tllet this is in error to the extant or about 100 
eap1o}'8es , the actual number being something less then 
800. This, howeTsr, is 1118rel}' the number of persons, 
aoatly pel'll&nent employees , who were dropped at the close 
or business on 1Une 30. AJs you will notice rrom .,. tables. 
the onr-all. nuaber or persons dropped , ot course includ­
tug toporary eaploraes , was aDch larger. Naturally, the 
re4uction proceae waa ~need aenral aonths ago, w!len 
we tlrat began to teal the ertects ot t he new eretea. 
Practically all teaporarr aaplore•• aaeign.ed to social 
aecurit7 tu work had been released b7 1Una 1. 

GRAVIS. 

("" 

v ,... 
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1\117 7, 19SS, 

li!IICIWIIUI lOR 1111, IIAOPI 1 

!at 9\a'ny ot Bureau ot Int e rnal ROfttllle , 

The tollowine COYor a the work ot our group a1noo Ill</ l ast ropon 
to you, dated lla)" 201 

(o.) ot t he tollow-

3 /n 

1ll6 roTonw> """ eo."'J)lotod: Boston, Broolclyn , 
lie.rk, Ph1ladelph1a , llallllrtlle , cl....,lo.nd , Do.llaa , o.llll Loa AneOlea , 
Tho a'Ul Frtuleiaco d1T1alon 18 under 8Ul'YOf at t he present tl.me. Oth•.r 
ll\ll"ff)'S lll'l 1n abo)'IUioe, pend lns the fUrther extoMlon ot t ho Loa 
•lneelca plan t or t ho aett1e110nt or cont utod co.ooe . 

( b ) sW<U .. ot I noomo Tax Unit.--'l'bo dot ·•Uad Gtudy ot tho pro­
cedure 1m-olnd 1n tho openUona ot t bo enorol d1vla1ona or tho 
Inc...,. Tax Unit be a been aubatant l.elly CO!Aplot od. 

(o) !ttMt or De:111\rallza\1Clll Upo!! J!urMU OJ'§'n!U>tlon.-l'ar­
Ucu.lar e t \enUon Ia 1Dt: eJ.n n 1n thte a\ud.7 to t he :.atwr or 
planniJit; tbo oi'(9Ul1za\lon wbleh w1ll be ncodod 1n the Bureau u 
t ho result or the expeot od ooaplota deoontrnl 1~t1on or 1neoae-tax 
"!lllnletraUe UD4er tho eo-oallod I.oo Aneolee plan. The e stobl1ah­
r ont or t ho Pac1f 1o D1?1a1on or the Teehnloal Stott on Iuly 1 will 
~ roUGhlY a 10 per oont reduction i n tho aottl~nt work now 48-
Yoh-1118 upon t ho Bureau, On I o.nuary 1 1 wllon t ho Chlcoeo and lin 
York D1•1a1ona will boe1n t o tunct1on with relation to pro-9o-dar 
caaoa, t ho llurtta u •s oettlooent work wi ll be out down to about ono­
ho.lr Its preMnt ?ol - . u s tat't d1T1s1one are • t up ...:baaqUentq 
1n the a ht"6 M oUons or t he coomtrT, t ho BurMu•a c1b'ae\ 1ntu­
nntl011 1n aattl-nt prooodVe w1ll of OOIII'M - cl'-thcr, 
and 1 t w111 thcreattar axeretaa onq Rpani_,. and aomaa tunaUona 
1n relat lan to l n-tax -\\ere, (~a of OIIJ'M a~oa &CIQ&ll7 
to eata\e- u4 g1n-taz -ttara.) !be 1nt ont1aa 1a to denl.op tull7, 
within t ho DB\ rw -a, a plan for the ~~areeu•a CIJ'SIUllatlOD and 

procedure 'IID4c' theM ~ta. 
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l·l~ ~~E~~~~~~~~~~ OOYnnill 
1n t he Sn cmd Bew Tarle, Jl&ahrtlle, and toe 
IIII(;Glea tield d1T1etoM, The be.aic tar s.~ !lew Tan 
and llasbTille Di Tislau ben been CO!ll;ll.etec!. A lW ted ID'Iber ot 
apeo1al tables are i n ~coaa sed ot hore aro bolng bald tar desired 
inrnmntlan on e peo1al upeeta, The m t srlal tar the Clneland Dlrt­
"loli 18 l n rllllll abllpe t or tobulation, which will r equire approxl.metoly 
- ...oek '~Ul:le . It will bo necessary to code in t ho noi(lhborhood or 
:500 C~llPl cases t or t he Phihtdelpbia ond Lot! Angeles D1Y1siouo, 
wil d a arises troo t ho tact t bet t ho or1tlml aol eotion or casoa did 
not r on!om to the per i od boinc studied. 

( t ) !:xt<maioc or Loa Al!!;el•a Plan.--Tbo Pllei tio Dirts i on or t ho 
Techn1o4l Su ff 'bepn t o tunotlon on .Tuly 1 , " ith Jurisdiction mu 
i ncome-, prot'ita-, eatate-, and gi.t't-tex ..,...,. (excepting tbo"" 
where crl..a1lllll proaecuUon i a cont ... Jl].ated ) oritlnating i n t he area 
woot or t ho Rocq llountaina. on .Tunc 28 and 29, a t COillll.asioner 
llob orin&'o requon, I eonlluctad a con!ercnoe at San !'roncisco wlll eh 
111!10 a ttended by tho prino i!'l'l officers, both tadminlotMtiYo and l ocoJ, , 
ot tho new Staff DiYh ion , liS ""ll " " by t he int ornlll roYonuc agents 
i n clnr ge at Honolulu, Soattl.e , S•n !'rftnc l sco , Salt Lako City, and 
Los '\11681 .. , and t heir chlet usiatant s , tor t ho purpose ot' explain­
l.Df: and d ieewsalng t ho clatalle ot t ile pi'Ocedure which l:s l:m>lnd 
u:tllor tho - plan. 

On JlaT :n, tho Caalsaloner reco=.ended to the Secretory, and 
t he SOorotary appro1M, t he oetablishDent or n aiail!U' Steff D1T1-
oion at Bew York Cit7, with Jurladiotion OTOr i ncome-, prorlte-, 
eat ftte-, and g1t't-tex o~M• originating in Ke>• York State. This i a 
to bo etteotin on fw6un 1 ae to doel<otod anO 9o-day caeee, end on 
1ClDWU')' 1 , 1939, ae to pn-9o-day ca-. 

Qa J'allll 'f \he t-uldoDer %'116<: U D.,.., to the S.orotarJ t all4 
t he SOaretarT ~pproore«, \ bo eatabllc-nt ot a Start D1Yia1011 a\ 
Ch108QII, COYerin& t he Stilt. ot Wlaoouia, lllineia, cad IDcU.-. 
Tllie la to bo ettMUft 011 Se~ 1 u to docketed anO 90-dq 
.,,...., and on ZvmarT 1, 19::19, u to pre-9o-da1 -· 

All stetect 1a .. not bor oonMet.ion, tbe three Start Dina~ 
hero l!ICntl011ed will s o-t tor approxt.atelT balr t he 1D1ber or 
eonteetod ca- bendied bY the )lUreeu. Our e\w!.lee i ndicate that 
e i ght a4dit1011Al diYialOU will be required, with boadquarten U 
rouon1 Jloatoll, Pb1la4elpbia, Baltimre or luhi~, Atlanta, 
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CleftlaDd trr DeV'olt, ~ or Dlllu, St. Louie or r.uuoaa c tt:r, a 
st. !'llul. I d0111'bt wt.ther it wW bo ~ctlcablo to proceed wl\h tl>e 
o!Jt&bllabment or t hcee eiflbt additl~ d1T1a loD8 untU attar .ramaar:r 
1. ~ 08Jl, b<Mner, all be oet abl1ahe4 , i n 1117 op1n1on, 1n t ho oarl :r 
part or 1939, . • 

(g ) l'rooedural Chal!gea,-81nca Ill)' laat r oport , ooDai dernble at­
t ent! Oil boa been (11-..m by our group ~o tho drafting or i natructlOIIa 
to the r iold COYorlDg obaneo& i n t he procedure a ppl i cable to tl>e 
hrul<l..U.De or tax eaeea, In t ho lllllln, tboeo wre made nocea110r7 by, 
nr 11ft naeeaeary to llQ' • proper r CIW!dation tor, the decent l'l\ll ze­
U oe or acttl-nt won:. 'l'bo)' include t he rol l.mrine: 

I. T. u. aua 110. ~ 4ated JUDe 1 . 1!138, revi:s­
in6 tbc ;~ to be to .-4 \i7 iiitornal reT&liiMI 
asono 1n cllarse 1n the clftaslt1oat1011 and aaelt;m:lent 
or retunla t or oDJidMtion, 

Uxi.D£ tho ~ure t or t cloe ot iii~-, prortta- , 
oatate-, tUid gl..t't-ta.x e11 eoa b7 int ortllll Nnnue ar;ent e i b 
oharge or r t eld d1T18loll.!l opornt ln& UDdur the decentralized 
plell. Tills 1nclu4ee new rona ot 30- end II ().-(lay letters, 
and tora letters t o be ueed b:r 1ntortllll roTenuo agenta in 
cM.ree i n notltY1ns t o.rpe:yora ct t he procedure to be 
toll~ to aowre reference or t ho1r oaaoo to tho Tecbnl..U. 
ste.tt. 

Cc..:!1eots!'apb· R. A. No . 9 09 , dated JUne 21, 1938, 
enendiii& to e .-tate- am s ffi-tax cn:~<~a the pro~ ap. 
pli cable 1Jl I.Jl--ta.x coMa to t he aaaea~t or 4at1-
e1ono:r tene apee4 t o b:r taxpa:rara, and de1'1cleu1M per­
alttec! to detoult at\or t he a'tatutor)' notice . 

g1Y1Jic 
~pu-a-

t1aa ot etatutar:r atlcie...,. D)tlcea 1n 1n- aD4 protita­tex-. 

1.! 
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(h) tma ~ ~OD *7 ~~ ll7 !laD 

t or ~ho ana'bl1~n, Wll4er ~ 1111 1111 'l'lt.z 'Oal.~, or a - dlYlaloa 
to klco care or ~ lllrrMil'• -': b ~loa wU h ~~~ 
ta:na ud pftlt .. •IIIC'"tax ~. 9Mb a 4iY1a1• • a e ete'blt•Md 'b7 
\he c-lu~ ct1 ,_, 1. IA ad41\loa ~\he .._,,118 or_,.._ 

aar1~ ·-· ~he - d lnalctl -.a ~ - \he 'balk or \he 
l!ul'Mu' a "110ft ctl lftOeN1"8 tax ola1aa bere~on hudl .. 117 tM 
lliaoel la- 'l'lt.z 'llaU. fte ..t l.llponut ~ nioh t.a 'ben per­
ronaol 'b7 \be - dlnaloa u .. lu ••"'bll~ aa ~ 1 -.a 
'ben b oOIIDMUCIII with ~ho rearultaent aJid tl'llia1Dg or tho -•­
eerr per-1 tor ~be OOJidlaot or t1a1d iana\l.eaUou. ot \he ~tal 
requil'84 r- or approx.\Muq 4!10 exulal'ft8 etrloen, approdJtawq 
1.30 baYe """ 'beaa ~. oUl IIIIW &ppolttk .. oro 'btl ag gina a '­
..a ~nh'as couna 1D ~ho Bareau hoton 'bal'ft8 Mnt to tho tlal4. 

•s.a·Jle== 1!lz fl p *• 

(a) '!'be arrer of ~he Capital S\o&lt 'l'lt.z D1Y1a101l baa 'ben -­
plot... 1e haYo 11116or oould-Uctl a pro_poeal ~ comb1De the 
oapltal ftoak tax retarD with the b- tax retlml em ron 1120. 
Thla of ooarM wald reqv.ln 1-siala\1011, all4 o. dratt of a propoMd 
'bW baa beerl u.r-117 :reternd t o tha Chlar Counsol t or stu47 
&ad rapon 'baelt \o ... SbcwJld W a propoaal 'be tOWid to 'be praoUcal, 
and •'-14 tho ,.. .. aarr l~alaUoa ultlmatalr 'be .......... , a wW 
raoul~ 1a ~be ollll1ll&\1011 ot tbo ;:reMnt Capital Stock TaX DiYlalctl 
or tho Jta•llm - TaX ua1\ (IIOW cplo71'ft8 146 pere®& ) , u4 \he 
abao:rptlctl ot Ita -'t 'b7 t hor IDc<aa TaX 11Dlt without or &p~la'bla 

'buzden u poa the 1&\wr uan. Tbe propoaed oballp ~ alae awn­
•117 .a~ d«MD tho '110ft u tha ottl- ot t ho Collonora ot llltanal 
ReTe.u.. 

('b) 'Oa4er tbr norpnlz.a\1011 or tho _.k on p!'008&tl'ft8-tu elala& 
a'bon roternd ~. onl7 ldJior cla1JUJ tor tho rrtwl4 ot n- ta:n& 
roc&ill wlt hla ~bo jur1&4iotlcm ot the PrOOeaai.Dg '1'U Dl't'ialoa of the . 
IU&eollaJieoua '1'U 'Oal.t toptber with 4 U.al.Wd ~ or tttall elaiM 
tor tho rstlm4 or -~UJI8 ou'- cmtl... It la eatt.Wd tha\ 
tb4 ..-~< o11 t hor .. _,.,. ala1M wW 'be ~oW<! DOt later ~ tha 
ellll ot t.be -z=t ·tl~ ,._, ...s d U.t ~-the Prcl ' 1MC'!D:I< 

Dlnalctl .w 110 en ot a1~. 

(•) 9WitWJ• of tbe te.llaorba 41rld- ot tbe Jliawllesr- '1'U 
ua1\ are aw u preeaaa1 11a1u TU, s.taw TU, sunr allll ztw­

a s •• Coal 'l'U, allll ,._... 'l'U. 

"I J 

Regraded Uclassified



1•1 1'!le &Uitej \o Ge\er~Wle - per6011Del quotu ill \be 64 ool­
leotl• di&\ri&U a4<>r t ho nrt.eed pr'OM(IUN tor the haD411D& of 
sooial-c:urlt)' taxea , •• -uooad ill rq laet ropert, ba8 been -­
ploW, and tho - ClQOUa tl.nd aa ot 1U17 1. Tho relllll t is eat 
d_, 111 \be toll'""nc ata'-\: 

Jrailber ot om .. 811plo7Ma naaiflDOCl \o 
-1al-cur1ty ux work ill Collao\ore' 
otf1cea, 1aauary 1, 1938 • •• • •• • •• 

JlllabeJ' aaait;~Wd Wlder reYised 'luotu, 
JUl7 1, 1138. • • • • • • . . • • • • • • 

Reduo\1cm ill toroe clue \o rnYill&d 
proced\IJ"e • • • • • • • • • • • • • • • ! 

932 

3,470 

'ft>Ja reduo\lon 111 torce repreaenta nn Q.Dl\\lal aarlnc 111 salaries 
-ttnc \o a~ $5, 400,000. Cmbln1n& t his with t !w rcduc\lcm 
s ttributdble to tho daeeutftllzaUcm o r t he au41t ot tax ro\ur~~o~ \ID4ar 
'1'1 tlc Till, \h& \otal MYill8 resul t1ne tl:o.'l J'll'Ocodural cllanee• 111 tb& 
h~ndlln& ot \be -1a1 aewr1t7 bxea tiiiiOIIlltS t o a ppi'Oxb>ate~ $6,000,000 
8 yee2'1 It; ahouJ.d be 'GJldora\ood 0 ~r, tbd II 11Ub&tant1al pert or 
tbla eaYi.ng hna been a pplied \o \be .-ployment or ndditional psroonnel 
ill eOilNictlon w1tb othor tax nmot1one in Collootora• off1eea. 't'hla 
will bo cloer troc t ho tollowia!: 

AJip1gMAD\ Of lllqllOJ'IN I Zan, l, 1\lii l, I (0.0:...) 

----------------------·~1~9~~-· lf! 
Social eecvi"tJ \Uea ••• ' 4,402 I 9:11 I (3,470) 
Prooeui.Dc taue. • •. • • • •' 63t I m I (:564} 

Other ~ •••••• ••••••• : 3 , 231 I 4, 'Pill I 1,414 

w. P. A. .-plo,eea •••••• a llB I llB I -
l I I 

1'0\&]. ••••••• • 8 ,30 l 6, 000 I (!, S4o0) 

I 

J l /, 

• 
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~ .r ~· •••·········•··· 
·~ ti~ • • ••• •••••••••••••• 

••'-" .. til ........ ............ . 
ADdlW &lid ~tw to 

So•lal 8eearl\J Boar« ••••••••• 

Oil bu4, peJI4bc ..Ut- ..S,jun-

---'·························· 

...._. 
INJ 1, 1r.te! 

1,m,006 
1 . 7!8.2115 

1 ,697,006 

( o) Qar gNap -'t..a t o lr::eOp c1oM1y 111 t ouch wlth t!w h&JI4lills 
ot eool.al-oarlty tea n\tara, and, alMe rq l ast npan, haft, with 
t ho oollabal'aUoa ot ~ ottloere, pNJIU'84 lnetzuotlou proyldi.Jic 
t or t be t'llrtlwlr alaplltl•tlca ot the prooedlll'O brro1nd 1n t ho tlal4 
1n the twn""n& or TlU• TUI roturu. 

eo~· Cltt'•· 
on. m;a) ot collenan' ottl- 1n the .atropo1Uan- fill 

... TCII'k 1e 1a d.,.Jin, dlle to U. -eelty nt aaelplns _. per­
liODMl to other projMW tor t.bo tlae 'be~. 

Chlet COQD!!l'a 9tfl!!• 

!be -7 or t.bo Chlet Couneel ' e ott1M oont1DWtae 

'ot Pw '· 

0 nl 
hiiP •tea ~o--
111-1 Je .,.. u4 -1al--11111'1V Mz .......,_ 
c.tl..___., atflM8 
Clllat CCNrttl '• atnM 

I 
JA 

' ' .J. 

.& 

3 rs 
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fEDERAL RESERVE BANK 

Ol' N•wYoAK 

J \ul7 9, 1938. 

Dear Jlr, S.cretaryr 

Chr1ng uinly to the Standard OU COJIPAilT of !lew lersey iesu .. , 

corporate tlotetlons thia paat week roae to $100,000, 000, The tso,ooo,ooo 

Standard Oil 2 3/4 debentures of 1953 at 99 and the $35,000,000 of 1 J/4 

to 2 1/2 par cent 110tea of 1943- 7 at par (of which $4,000,(~ ~baaed 

prl'fately by the Rockefeller lnat1 tuta tor lledical Research) were all sold 

and quoted at prea1....a on tbe offering clay. Both are rated Aaa by lloody'a. 

The proceeds are tor new capital expenditures , and the rates of interest 

are probabl.)- new low reoords tor induatrW borrowing, 

The only other aisable corporate issue this week, t lO,OOO,OOO 

Crown Cork and Seal COIIp&JIT debanture 4 l/2& ot 1948, rated Ba, also tor 

new capital, IIO'fed elowly and was available 111 the guaranteed imeat.e~ 

urket at a disco~ of a point or ao fJoOII the otterixw price or 99. .U­

t~b perhaps the least 111cceaetul offering since leat fall, it ia not 

likely to cauae e•barru ... nt to the und.erwritera and i ta lllow .,.,._nt 1a 

no indication that the .arket fer bigb srade obligation• ia approacbinc 

aaturetion. J. fairly steady aequenee o f new bond or debenture iuuaa 1a 

expected , now beaded by tba $30,000, 000 ot Southweatern Bell Telephone 

C08pall1 3s of 1968, dua next Tbureclay. 

llunicipal bond awerds this week a•01111ted to $4,800,000. ~b 

heuea contimle to bt well telteD J 

Ron, Belli')' llorpllt.blll, lr. , 
Seor.tary or the Tre....,y, 
Waabincton, D. c. 

Very truly youra, ~ 

~ 
1 , Randolph Burge•• 
Uoa Pr .. idPt 
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opeos- Ott -1ert•U Mtell a1l4 1-n.& a illQatl'll\e4 olrwlal' ..,. 

aori'bllle •.W. to &oton ~It ...... • apue al8o OaM1MW 

.. lgta'boltlnd .nt.p II\ *fAll 100M3 -.ballY a114 looak rep-'ath• 

111 1'1.- Toft ClQ' - ~ oa ~~o-. t o bteot ~.u ~ a114 

tile pzvpv Mtt. to p ; tq tab to a 14 tile Oo\'eiL'Idln\ 1n eppM• x '1 .. 

tbe prot ... lcmal puao"• Dur1114 th111 porto4 approxtJ;aatoq I!CIO,OOO 

~ &ooor1b1DS ~ prinolpal - \ tlrfolt ootoe 1n olroulatloa 

at tilet tt. ill ... York ClQ' a1l4 YllllllQ' nN d11tr 1'bu\e4 tllrouP the 

ooopel'Stloo Ott bulal, ~liP ~IIU eallo 11)' U.. agcta, aDd ~ 

_. mllla& una. ,... latera .. nUllS t n-blJ oo the ...tloD ott 

t.11o ~ ta ..s-u• tile publto ban b- rMolYooS. n 1e plaJmo& 

to ooats- the lltr.U ott * S.ONt Sort1.ce nloac tblo 11M 1ll ol'llor to 

o14 •NIIaa'- 1a ._,._ J')IOt00\1111! ~lYeo IJIIlWt oounhrfeU 110toe 

wlllell ~ appear ill t.lle tl&tue. 

~ 1a a .. ._, ..naotla& a t a'r'Ol'Bblo tl'a114 1ll the - ott 

·~•U ..,._ 1a elftl&latt. tdll& "" ...rrllldlr84 'b7 boullal ..,. 

ot.Mr _.,11 a.zt. .. .._ t'-1 ,_,..11M to lt38, 11101lue1.,.., allll U w1U 
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.,. • Ia "M OpW Jlp! 1a %'' p 
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.,,1110.11 
ao.nt.t1 

Ja ..uuoa to .- .. ,.._ taD& 1a -•t. •1\JI ,..,. ru-

4C*ata la ..., .. " - alH -eu)' ,. , .. all\1oD ill --.. 

tb~ ... , •••· ..,. • un u .,......,. ..tJAetS.C .- t.no la 

ta.oo -· Dvu. Ulo ,...w --- '' - ····-·., to ... ... 
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dlrMU.ac u.- -tnaeUft • b· s• 1a •-Uoa wltb tbo rvcr81Jlia&Uc:a 

ot Uao Seo"' Sen1M DtYS..toa, .- \lie-~ ooopordi.Oia c111D4ed 

by JOIIo .a.o AllmatetnUft Mala\&Jit to ttae SOOrR&r)', llPd ~· COOI'IIlllatcr 

ot 'l'l'M8IIIT ~- liPtON- AoUI'itU. 1a rot'oronco to t ho N• 

orpA.lsaUoa .-aU oU.er •"•ro _ ... u. tJUa DlYlalcm,- lt: 

pleuoat, 

J11aQ' ot .._ ..... ot \Ilia 9orYlaO bon aho~ up......a \llel.r 

eauwr..-l<la - ~· ...., o-'l'Witln p1au ~bt """ - lll••a~P&nW 

eJIOl -~u #d "' ,.. 1a t.a.o Soo"' SorYlao DtwS..ia •- ,.. •­

~ SoarotuF .... l-- .. , t.Utr expl'MO'- rotlHted .... --'1• 

aooat oil -· •UN as a••tSGL hi' Uao p-&lllal fll Uta Dtne1a I 

4oelro '" ,...,. as. oppcal U1r to =oa •• ..zo • ..._.. .,,...t.atia r­

:rov -' .rr•• .- tw .,. -u.nuoa wla&O J'l!.-...--7'11• IIWt 

ben u- tow. 
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~ Ycrk, N. Y, 

2-21- JS 

Rua .. u, ao-11 J. 
St. Loaia, Vo, 

Towaleo, Altred c. 
llaehincton, n. c. 

Dre•=her, a.o. c. 
~. n. c. 

~ll-J6 Goodyear, ":h. P, 
o.troit, Vicb. 

AeNm re= m! !t,eJ1 tw Aa'!m 

P 1pUcm r•; wtedJ aoc.pW 'ld.u.o.t. -
,...,,., .U.a , .,.... .--

n lptl«< Hep.tedf ao~ wit.bout pn­
jarH.ceJ 1n~tatt. 

384 

'I'riiDiterred b-om mlite l!ouu to~~ -
ot intoxicating llqucr. 

'I'riiDitCTOd t:rom 'llhlte llouae to liaahinaton Dia­
trlet Ofi'ice; use or 1nto:x1catin~: llqucr , 

RM1gnation roquestedJ acoeptod without JrejudiceJ 

~· 
~JO-J6 O'llall.cnll• 'lila. r • D.1aoont.lm1Dc1 :1t cxpir:1tion ot appointr:lcmtJ in-

~Yn, If, Yo ~. 

~JO-J6 SbelluH, .,._ D. a..iption roquestod; accepted without prej'IIIUIIeJ 

!lew Ycrkt N, Yo 'fU'iOUII cmrpe. 

Teb!Ntt , C.CU C, 
SaD Jrrd•oo,Cal. 

l!t'oucb\, Ira L 
'la8b1nctaD, n. c. 

'lo•,.. 1.eRqr c. 
n•Wli= 4 n, If • ._ 

lilt tacbiD. Otto B. 
C1nc:l.rmtoit Otd.o 

ScbutC' Cl.ml'""' 
CtnoS ..!u, Otd.o 

a.~ticn requeatedJ acc-..teci .S.tbooat preJudiDGJ 

d:r' nlr1! "C. 

~twr«! traa '3hite Souae to lletz'oitJ yl 'IJ' 

en past. 

R-tption requestedJ aoctpted without prejuc1ioeJ 

~ am :Wsoaodllct. 

"-1.,-U. ,........,., aco.pW 111.~ prejd.oeJ IILe­

oondlllltJ - or l.iqucr a ~· 
a.onc1 frao tbt 5GrY1ce 'ld.tb prejudioeJ dr1DkSiw 
ud uscoi.ation 1d.tb q~a..ua.al>l.e-

• 
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~ -l-Y-71 lk'ODIIr. Ro~ , • 
• r 'nc-. n. c. 

2..1J-71 PwT7 fJr Rt1r 0 . 
::.. 1.-., la. 

2-lZG-37 llooUI, F'razi< .. 
oou..r .. Vd. 

3-J.-37 ~. Cleo . .... 
Mt.illare, '114. 

s-1?-71 ll1t t, 'IJ1l , •• n. 
oots..re, lido 

~-71 ~!are. Alax. p. 
~. o. c. 

~71 eo.u.,., ~ L. 
O!Da}a, rr.b. 

s..?J.,-]7 KilMr 1 Gecrp T. 
Jac~ma~'ri.lle, na. 

11+17 Rllbclo. l'wter .... 
X. Yar4c1 If. Y. 

J.,..)-)8 ~T. a.Pa. 

'I1P" (smM ') 

MMe T:tm rr! Pte1r lr£ AeS!r 

~ter.s boa ~ llN1l to 'lu~ 
~ Off1oeJ ~ Jd.tb poUoe at~ 
~OD~7o 

liMSrUoo ~ aCC~~PW Jd.tbollt sre~-. 
~ clebt.et mS ' '4 opw oolll:lllet *1le Clll 
'lbite !bee n.taU. 

CS.oontinued Jd.tbQut sre3*1loeJ dCtll1 -w­
••· 

ReiiS.gnatiClll reqoolltec!J accepted 'l'd.thollt pnjul11oeJ 
inccupetmt.. 

Res!ptioo recplltec!J aceepted w1tbout. pr-eJul11oeJ 
- at intoxica~ ll4Jc:r. 

n.1gn:ltiClll requested; o.cce;:rtod 'rdtbQut ;rejii:IS.oeJ 
drinldn,:;; 1J4tGpi!l conduct 1lb:Ue on l'real.cleatial 
n.tail . 

~tion requoetodJ u.coeptod with rrojl¥11oeJ 
drinlc1IlgJ rallle rap<rte1 rauure to appear 1n -'• 

~fwred to oou.-e1 care~ with oontnbell1. 

no-feTed l!mTUbur. to Pit.t.bla'P, DDt fitted to 
OCIOpel'&ta w1 tb ot.ben. 

J-.7-JS J'M111pe st.Dl.e7 B. ~!erred N• Ycrlc Ci~ to pMlede]pM•J s-
Nw Y:ri, If. Y. ert1o1ent. . 

'-"'2- )ll .LC.lzano ll1oha'd E. n.lpticn ~tec!J acc.pt.ed witbolzt. pnj.U.J 
w.. Ycrlc, If. y. ~~ ~ ,.,.7 uxl uiiOC'iatiClll with ...... , •• 

4-6-)8 Jkooob, .,._ •• 
~.o.c. 

f80..38 ~ ........ 
I• Ycrk1 • • Yo 

l-.3l_..J4 ' ; 1 Clllo r.cs.u- •• 
Sci ·-.. h. 

a.d.pf.s- req-wj & I 41\ed witboolt JlNJ\IIUeej 
I Sft •• ctf 1nk«',.t1~ liqllaro 

"-'an-t-1011 ~ ~ w1tbollt pnji•'S_, 

~· lade ctf iaWa--
91""' 

~tieD 1...-ted. -~ without pnjat1oef 
dlb&eo 
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P.l.RAPBR.UI or TELmiWI REOJ::rvm> 

I'ROK: 4aer1oan l:lab&eey, Parh, Franoe 

DATJ:: July 9, 1938, noon. 

lfO.a 1090 

CONFIDEliTUL . 

~ 307 

I bad a talk laat night with Karchandeau in which 

we d1e'ouaeed Profeeeor Rht1 e vine on the financial sit­

uation in rranoe. The Finance Llinieter eaic ~-he did 

not intend to adopt the propoeala put forward by Rht. 

He thought that not until November would the Government 

face any really great financial difficulties. It ie gen­

erally anticipated that the situation will become serious 

at the end of September, but Karchandeau doe a not think eo. 

He eaid he would be obliged to float very large loane 

in the autum. He believed that French invest ors would 

not take up the new loane if he ahould adopt R1at 1 e plan 

of atopp1ng amortization, which, coupled wi t h t ho inter eat 

rate on outatanding bonde or taxing the public lande, would 

shake oonfidenoe. In Karohandeau ' e opinion, if R1at1 e 

propoeale were adopted now the rel!lllt would be eDCilY 

oppoai te from that which is anticipated by Riat. 

Karchandeau said that R1et1 e propoeal• llligllt beoo• 

practical if during the ~er the general political eiv­

uation in Europe should iq~rove eo that there aeaaed to 

be 
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be a :real p:ro~peot of peaoe all4 a po .. ib1l1ty t•t a­

pen41tur .. fo:r a:r-.eh •iibt be :reduced. Illl're.to:re ia 

gove:rnmeat bo:Dde would kDCIII tbat1 at the p:reeeat Uae1 

388 

any eavinge effected by .topping uo:rtir.ation and :reduoiug 

:ratee would bave to be epct at onoe on new ai:rplanee 

and otbe:r -tdial f o:r o&J::ryiug oa war. 

Pleaee f orward to tbe Beo:reta:ry of the T:reaaury a 

oopy of tbie telegram. 

BULLift . 

IA:LII 

' 
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REB 
TELEORAJ.! SENT 

GRAY 

July 9, 1938. 

l P• m. 

AM EMBASSY 

PARIS (FRANCE) 

4540 

FROM '1'l!E SECRETARY OF TRE TREASURY FOR COCHRAN. 

For rel t~st, morning newspapers, Monday, July 11, 

1938. 

ThE SecrEtar y of the Treasury, on bEhal f of thE 

Reconstruction Finance Corporation, is today offEring 

for subscription, at par and accruEd intErEst, through 

the Ftdrr al Rtscrvt banks , $200,000, 000, or therEabouts, 

of notes of the Reconstructi on FinancE Corporation, 

dEsignated 7/8 pEr cent notts of Strits N. Tht notes 

will be dated July 20, 1938, and will bear interest 

from that date at the rate of 7/8 per cent per annum 

payablE semiannually. They will maturE on Jtny 20, 

1941 , and wi ll not b£ subject to call for r edemption 

prior to maturity. 
Th E notes will be fully and unconditionally guaran-

teed both as to intErEst and principal by thE Uni ted 

Stotts . They will bt txcmpt both as to princi pal and 
interest 
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2-#454, To Paris , July 9, 1 p . m. 

intErEst from all t axation (EXCEpt surtaxEs , EstatE , 

inhEritancE , and gift taxEs) now or hErEaftEr imposEd 

by thE Unittd Statts , by any Terri tory, dEpEndEncy, or 

possEssion thErEof, or by any StatE, county, municipality, 

or local taxing authority. 

EA : FL: LWW 

SAME TO : 

HULL 
(FL) 

LONDON, NO. 335, 
Fl:OM THE SECRETARY OF THE TREASURY FOR 

BUTTERWORTH. 
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JR 

Secretary of StatE, 

Washington. 

621, July l l , 7 p.m. 

391 

PLAIN 

London 

DatEd July ll, 1938 

Rtc 1d 2 t 40 p. m. 

FOR TREASURY FROM BUTTERWORTH, 

ExchangE movements werE occasionEd today by thE 

rEcurrEnCE Of currrncf r timorae The dollar 

was affEctEd by pErsis tent rEports rEgarding thE 

possibility of stabilization at thE old parity and 

accordingly moved below 4, 93 . LikEWiSE thErE was an 

Extraordinary dtmand for gold, 309 bars bEing dEalt 

in at fixing nith subs tantial dEalings thtrEafttr. Tht 

• 

franc continuEs undtr cons1dtrablt selling prEssurE 

though tht market as yEt can citE no specific rtason 

or reasons for this somtl'•hat suddtn incrtas£ 1n pessimism. 

KLP :WWC 

t • ~ I 

., ...... ,, ... .... ..... ..... . ...- .. -~ 

KENNEDY 
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TREASURY DEPARTMENT Cont'1dential 

INTER OFI'ICIE COMMUNICATION 

DAft July ll, l 9J!I 

TO Secretary Mor genthau 

rRO" Ur. HAas 

Subject: The Business Situation, week ending July 9, 193!1 

Summary 

( l) 

The current business trend is obscur ed somewhat by shut­
downs for the Fourth of July holida7, but an upturn in new 
orders for steel and other ~roduct s pr ovides a significant 
indication of impr ovement in the i mmediate business outlook. 
!lew steel orders last week reached t he second highest volume 
s i:~ce l.ll\r ch, while our cor.tbined index of or der s for 9r oducts 
other t han steel rose to a new hi gh for the year. 

( 2 ) 

A reaction in stock and commodity prices f rom present 
levels seems in pros!)ect, since 

(a) Stock prices have been carri ed t o levels 
t hat are to some extent artificial, due to 
heavy short covering in a t hi n oarket. 

(b) The demand for coJDDodlties has shown s i gns 
of falling off at current price levels. 

(c) A deoline i n sterling to a new low for the 
year is a deflationar y p rice i nfluence. 

(J) 

I mproving railroad earnings , hi gher retail sales, and 
r enorte or increasing employment are enco•traging featu~es in 
t l1'l business outlook. Among the unfavorable factors , i~=e~~~: 
1s an increase in cement prices, wh ich will tend to ra 
struction ooats. 

' 
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New orders 1mprove 

Extended shut-downs in many industries over the Fourth or 
July holiday tend to obscure the current business trend but a 
substantial i ncrease in new orders last week provides strong 
evidence of underlying i mprovement. (See Chart 1. ) steel 
orders have increased to the second highest total since Uaroh 
a t ~ time when orders would normally be declining. For prod-' 
ucts other than steel, our combined index shows an increase 
for last week to a new high for the year. Continued heavy 
'Juying or textiles was largely responsible tor the increase. 

The rising trend or c...rders, 1f oonti rued, should lead to 
i ncr eased industrial activity in the nenr future, since evi­
dence appears to ehow that i nventori• s hP~e been reduced to a 
level where they are no lon.,er an ·i-npo!'Want handicap. 

The steel situation 

New orders !or steel last week rose to t he equivalent of :n ::>eroent or oapncity, as compared " ith 26 oercent the pre­
vious Tteek, despite reports indicating t hat buyere have been 
hesitant about entering the market because of price uncertain­
ties created by changes in the basin~ point system . In the 
?lttsbur gh ar ea, the most important steel di strict, orders 
booked during June are reported tLS 10 to 15 percent higher 
t han in May . 

In Chart 2 we show by weeks the rate of steel ingot out­
nut for the united States and for each or the major steel 
iH stricts, together with steel scrap prices. The trend or 
scrao orices is inoortant as an lndex o~ underlying demand. 
The substantial upturn in the 1mportant Pittsburgh district 
a,pears particularly encouraging. 

Steel operations this week have been sharply reduced by 
t he Fourth of July holiday, dropping t o 22 percent of capac­
it] from 29 percent last ·week . An underlyi ng upward trend or 
onerations is indicated however, by the fact that some i m­
"ortant d i stricts reduc~d operations only slightly despite 
the holiday, while operations in t he Wheeling and Birmingham 
~istriots were actually increased. These latter districts, 
oo ahown on the right of the ohart, ~ve been running con­
clstently ~bove the aver age for the country as a whole. Steel 
trade reviews indicate the.t production generally will be 
nteoped uo next week , with operationA at Pittsburgh rising 
~bout 6 points and at Chicago about 9 poi.nte. 
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Pi g iron buyers 1n some di st ricts have oui cklv responded 
to the recent sharp r eduction in pr i ce s, whi~h many consider 
too drnstio t o lMt. In t he St. Loui s district "Oarticular ly 
buyers h~ve rushed i n t o cove~ t hei r t hird quarter reouire- ' 
mente, and s ome ~~ve bought even fur ther ahead . The Chicago , 
Clevel~nd , and Buffalo districts also report heavy buying , 
r·hHe in other di s trict s buying hM been more moderate. The - • 
pr i ce s i tuation i s s trengt hened .by the fn.ct that s t oclts of 
;> i ::; i r on P.ppear to be well depl e t ed. A report on foundries 
l n t he Philadelphi a Reserve district shows nig i ron inven­
~ ori • s 62 .5 percent below t hose of n year ago . 

T!\e number of blast furnaces in ooeration on July 1 was 
reduced to 70, or 29 .4 per cent of t he tot al of 23S available, 
which coopares with 72 furnaces, or JO .J per cent, on June 1. 
7t.1s cont ~aats with a peak of Sl.O per cent in August of last 
year. 

Price decline aooears 'Or obable 

Stock and co~~odity prices appear to have reached levels 
fl'Or.l which a react ion, r ather than 11 furt her rise at t hi s 
time, appears more probable . In the commodity mar kets, three 
~actors appear signi ficant 99 indicating the probability of a 
setback: 

( 1 ) 

(2) 

(J ) 

Following r ecent price upturns, the demand for 
some co~odities has not i ceably fallen off, sug­
gesting t hat for the time being the price ad­
vance may have gone ~oo far. 

Speculative oositions ~~ve ap9are~tly been built 
up i n some comnodlt i es. In copper, for exacple, 
t he extent of recent buyi nc 19 indicated by the 
fact that sales s i nce Ju~e 1 hbve been equal to 
about 45 oer cent or the t otal stocks of refined 
coooer i n thls countrY, f ar too cue~ for i ndus­
tri&l requirements. 

A decl ine in sterling exchange t o a new low for 
th Year (See Chert 3) i s a deflatlcnar y price 

8 f 1t cause The decline infl uence, regardless o 8 • that i s attributed in some quarters to a rumor 
oterllng will be stabilized at i to old part in As 
connection with thhe pe1ndi~g ~~ege~i~e~~~riing wi ll be noted on t 8 c lar • h in durihg 19JS have tended to anticipate c anges 
commodity prices . 

In the stock market, the probabi l itY or 
levels io suggested by the f ollowing !)resent 

a reaction rroc 
facts : 

• 
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(1) T~e industrial average has recovered 4? e t 
of the entir e decline since last fall it~cen 
business activity remains close to bott~m i~~~s. 

( 2) Stock prices were high in relation to current 
earnings even before the rise started· i n other 
words, they were at that time already

1
discount­

ing some business improvement. 

(3) A substantial part of the rise has been due to 
heavy short covering in a thin market and to 
that extent bas been artificial. Contributing 
to the ~hinness or the market has been the fact 
that odQ-lot buyers have withdrawn a consider­
able volume or stocks from the floating suoply 
In Chart 4 , a confidential S.E.C. chart, it • 
will be noticed t hat 11 000 000 shares have 
been taken by odd-lot b~yer; since Jlll1 1 , 1937. 
Such buying is largely for cash, and the shares 
have therefore tended to pass out of the f loat­
ing supply, thus forcing recent buyers to bid 
up prices excessively. 

(4) Buying of stocks by businessmen, which should 
represent a more informed type of buying, is 
reported to have been noticeably lacking. 
While ·admitting that the trend has turned, 
businessmen w~y not agree that the outlook is 
suftioiently improved to Justify p resent stock 
prices. 

FUrther evidences of improvement 

Gross revenues of the r a i lroads during June are expected 
to show a contra-seasonal increase over uay, Judging from re­
ports now being r eceived. A large part of the gain is due to 
a more than seasonal increase in carlond1ngs duri ng the latter 
cart of Jane, partly because or a heavy wheat movement and 
~artly because of a pickup in trarric on the Eastern industri­
al roads. Both of these influences seem likely to continue, 
in view of the large w~eat crop and improving business. 

As a direct result of t he change in the business trend, 
emnloyment dur i ng Jul y seems likelY to turn upward, i n place 
or the usual seasonal decline. Railroad employment increased 
~ur1ng June, and reports indicate that additional employes 
hnve been added since the let or July. Newspapers have begun 
to ~rint news items from various industries, telling or fac­
tories reopening and employes being added, particularly in 
consucer goods lines. 

3J5 
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An i mproved i nventory situation 1a suggested by a recent 
tendency toward a levelling out ot the decline ln business 
lQ!r& , following a substantial drop since the middle ot last 
OctOber. This appears to indicate that , in the net , borrowers 
now nr e leas inclined to reduce their outstanding loans t han 
they were a tew weeks ago, which may indicate that Dresaure to 
liquidate inventories is coming to an end. Excluding a July 1 
repayment ot $39,500,000 by the U. S. Steel Corporation, the 
decl ine 1n business loans by New York banks during the past 
four weeks bas averaged only $2, 500 000 a week, as contrasted 
1~ith a previous average decline ot 612 , 000, 000 a week since the 
first ot the year. 

Department store sales continue tofi!ai n Ln relation to 
last year, though their summer decline s begun. For t he 
week ended July 2 the difference narrowed to 9. 6 percent under 
last year , as compared with 18. 6 percent at the end ot Uay. 
In Chart 5, it will be not ed t hat sales in the Boston, New York, 
U1nneapol1s and Richmond Reserve d1etr1cts showed t he greatest 
gains during J une, while a downward trend has been evident in 
certain areas that showed a favorable trend during May, notably 
in the Dallas and Atlant a d i strict s . It 1s not known to what 
extent these may reflect d1tferencee 1n seasonal trends 1n the 
various districts. 

The revival ot businees oonfidsnce has brought an increased 
demand tor higher-priced automobiles. The larger Packards were 
sold 1n the first 20 days ot June at a rate 1nd1cat1ng t hat 
June wlll be the beet month since t hei r introduction last 
Sentember and will be about 19 percent above Uay. Cadillac 
saies hav~ increased du.ring June, w1 t h the 6 12ontha ot thls 
year showing the best results of any such period since 1929, 
with the excep tion ot 1937. The market advance 1s said by 
Ward's Reports to have been r esponsi ble t or a consider able num­
ber ot sales 1n recent days. 

An unfavorable development , on the other hand, has been 
an increase in cementbir1ces 1n certain areas , although 1n 
soma sections pr1cesve been slightly reduced. I n t he 1m­
portent consuming areas ot New York an~ Boston, advances 
ranging t r om 17 to 50 cent s a barrel are bei ng put into ettect, 
which largely ottset s reduot1ons that had been made near the 
end of 1936. In Philadelphia the price has been reduced by 27 
cents a barrel , and in other 11m1ted areas by 10 cent e a barrel, 
apparently to meet t or e1gn compet1t1on. 
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TREASURY DEPARTMENT 

( J2 !II;-
INTIIft 0,-lfJCC: COMMUNICATION 

O•TC J'al7 11, 1938 

J. ehort l'ftift of \be 11. s. Oo.,..nalftt 

•tcurt tz wbt ctu.ri¥ tht wa~ wMlt 

'1'rea8U1'7 bonda adn.noed 2 to 7/32114• :tur\ber duri~~& the paet nell: 

"Hh \be a .... r.c- price riel~~& about 1/8\11. of a point. Lo~~&er hw.ae 

ahond the creat .. t atNJ~&\11., nth \be nn 2 3/4• adT&DClJI& &/32nde to 

102 3/32nde 1114, a nn hJ.&h alnc:• tradl~~& bepn on the Stocll: lxehaD&e 1D 

thla haue, which appeare to lndlcata that the flcatlll& wppl;y bee bean 

rather aathfactcril;y allecrb:od, 'l'radl~~& wae rather active, lncludlng a 

eubetantial amount of entchl~~t;, and thie actirtt;y wae aecrned b;y aoma 

to tho nn racul&Uona of the Collptroller of the CUrranc;y. Pricaa of 

goni'D:Iant IIJ&l'&ntaa4 hw.ae were llUla chaJI&e4 an4 H 1e taU ll;y .... 

that thua lnu .. are be1n& reetreiDad -nhat ll;y the ,...,ant propoeale 

to iena ad41 tioDal IIJ&l'DAtM4 obl1&at1one ln the tutura, 

'!!he '1'rea8U1'7 nota market wae ••r:y qo1et w1 \A pricae aort~~& •llshU7 

lower. '!he lont; and abort maturlti .. declined 1 to 3/3211.48, while the 

lnte:nudlata inuae ware 3 to 6/32nda lower. !he larger loa .. • b7 tha 

lntel'lladlata hnee are due to preparation• for \be 3-;raar a • .,, 0, no\e, 

fM Conol!tt Jon4 Marlett 

hrther &alna were recorded b7 4ooaeet1o corponta bolide duri~~& the 

paat waek a1 tho'QCh &alna b7 tlloa aed1• Md lower crada• were ...,, •• nl>­

etantial u thoea of the prertOOl• WMk. Lower priced alld epaculaU • • 
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rt11 1 ...... noor484 \be larpa\ .,.Ua, parUcalarlT "• boll4a of the 

auton nilroa4a, du ~ \be 'buio puanpr ooacll raw 1110raaae to 

2 1/2 cata a llile. !n.4lac wu actha at tlaea aa4 the "01- of tuao-

o....r •• a1aMbla. 

lloo47'• uw.ce prioe of J.U haua roM aft pout. !he W •'~'era&"' 

for nile l'OM 7 / 8 ef a polat ~ a len1 !I aft polata aboft ,...,.. 18, \be 

uUU\7 anrap roae a"toat 3/8the of a polllt ~ a len! 4 pouts aboft 

.T1I.M 18 aliA the 1114utr1ala about 1/4 of a poiat to aboat a 3/4 po1ata 

aboft JuDe 18, 

Hi.,. t;ra4aa, af\c allowlac 110 ut ohallp a Ule prrrio'U -k, 

a4...ace4 allou\ 1/t of a pobt ~a 1enl 1 1/t polah aW.. JllM 18, 

11a11a a4-e4 a U. a'l'arap aboat 1/2 polllt, u\111 U•• 1/t peat all4 

1Ddutr1ala alloaa4 llO Dat oballf;a. 

In 8!9ur1V Iap!t 

~· 01117 hn•• of t.portuce ccal.ac oat laat WMk wre the 

$85,000,000 dabDtuee &114 """" of the Stall4ar4 011 ea.p-"11' of 1 .. 

J eraq u4 $10 ,000,000 dabntv.rea of the Croft Cork 6 9Ml CoopaaJ. 

Both of the .. hne• were wall reotri'l'a4, parUOIIlarlJ the !omer. 

p.l•n' ror•tottoe 

total bo141lll of p..--t aeoartUae -., 4ealera 4eel11la4 

$1!1,400,000 fUrther lut WMk. !U dacna•• the pnrtou-" was 

$1?,600,000. !he oa17 cbe=p of s..portuce was a 4acl1ae of $16,000 ,000 

<JJ 

• 
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(la •llUno ot tollan) 

llo14Uc Bo14Uc 
l!lz a lplz' , .. 

'fnuiU7 boDla 30.'1' 14.'1' - 16.0 

I ao\ae (1 7-.r) 48.3 <111.2 - a.o 
I I (1-5 JrO, ) 43.2 48,5 + "·' 
I ~la 3.1 1.a - 1.11 

B. o. L. 0 . llollllo 8.8 7.8 - 1.0 

'· J . II. 0. ka4a 3.1 2.0 - 1.1 

1a&.t U7,8 - lt.4 

7eMml!•en• IDal AlaNl 
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tJ ,OOO,OOO 2 1/28 of lHt/13 a/c '!lie Seore\aq of ~· ~ • 
llpoOlal .kiCCIIIJI\, 

• 

Regraded Uclassified



JOR RJ!.1!AS'I:, IIORNING NEWSPAPERS, 

llon4y, July 11, 1938. 

Yaahington 

Preaa Service 
No. 13-90 

r. •r 
'tVJ 

The Secretarz of the 'l'reeaurz, on behalf of the Reconetruetion J inance 

Corporation, ie today offering for subscription, at par and accrued interest , 

through tho Jederal Reean o banlca, $a:>o,OOO,OOO, or tberoe.bouta , or nctca of tho 

Reconstruction Finance Corporation, doaigneted 7/8 por cant notoa of Soriea N. 

Tbe notoa will be dated Jull 20, 1938, and will boer interest from that date a t 

tho rato of 7/8 por cent por annum paynb1o semiannually. Tboy will mature on 

July 20 , 1941, 811d will DOt be aubJoct to cell for rcdc=otion prior to maturity. 

They will be issued only in bonror form with coupons ntt nchod, in donominetions 
. . 

of $1,000 , $5,000 , $10 ,000 and $100,000. 

Tho not es will bo fully nnd unconditionally guaranteed both as to intoroet 

ond principal by the United Statoe. They will bo oxoapt both ne to principnl 

nnd 1ntoroet from all te.x4tion (oxcopt aurtexoa , oatnto , inhori tanco , and gift 

texos) now or horonftcr icposod by the Unit old Stntos, by nny Terri tory, dopondoncy, 

or pessoaaion thoroof , or by any Stnte, county, r:runicipality, or local tnxing 

nut hority. 

Subscriptions will bo rocoivod nt tho Fodorol Rosorvo banke ond bronchoe, 

and ot tho Tronaurz Dop!'Ztcont, Ynehington. Subacr1ptiona !!!.! ~ bo receiTod 

nt tbe Reconstruction Finance Corporation. BrAking inetitutions generally Anl 

aubmi t aubacriptions for nccount of cuatooors, but only tbo Federal Roaorvo bonlee 

end the Tronaury Dopnrt cont nro nuthcrisod to !lct as official e«onciea. 8ub-

1criptionl free bonks nnd trust col:lpCUliOe for tboir own nccount dll bo recoiTitd 

without deposit but will bo r oetric t od in oach eneo to nn ne-:unt not oxcood1ng 

ono-hDJ.f ot tbo cODbinod copitnl and aurplu.e of tho aubacrib1ng bMl< or trust 
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eocpoey. Subscriptions froo all ot hers l!lU•t bo neeotiJ)NliCd by peynont of 10 

por cont of tho IDOU.Dt of notoe applied for. 

Tho right 1a roeorYod to close tho book:a aa to q.cy or oll aubacr iptione 

or clnseoa of subscriptions nt 8D7 tine w1 tbout not ico. SubJect to tho 

r ooorvntions aot forth in tho official circular, oll aubecriptione will bo 

roeeiv~ ·n-;,.bject to ollotcont. PoYDont for (111)' notoo allotted l!lU&t bo ondo 

or cooplotod on or boforo July 20, 1938, or on lat or ollotoont. 

Tho text of tho oft1c1al circular followa: 

• 
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7/8 PUCiif IO!a f1' 1111• I, Dill .nJLT• 20 , 1941 

llatod m>d beariliC i ntoroat froa JUl7 20, 1938 

rotLT .&liD tJIOOIIDITIOJW.LT 00~ :a>!ll AS to Ilft'IRJST .AID P.Bl11CIPjL I1Y fBI tJIIfiD 
S'UDB, lliiOH OUWllfT IS DPIIISSID 011 fBI r.llll or :IACIIIIOD 

~:O~~t~!: n~to~~~n~1pal)Bll4 interoat froa ~11 taxation (oxcept aurtaxoa, oatnto, 
• a.xoa now or beroottor lapoaod b;y tbe Onlted Statoa, bJ 

ter
1
ritoalryt, -~?J>ondonO)', or pcu~aalon tboroof, or b;y tlZJ:t Sto.te, count-, DUDiclpal~J 

or oe ..UIIC nuthorl t7 ' ' 

1938 
Dopo.rtaont Circular Jlo, 588 

Public DOiit'ierrlco 

I • orJ'!.BlliG or BODS 

!l!IASOJl' DIPAJmilll'l' • 
Office of tbo Socroto.r-,, 
l'nahlncton, J~ 11, 1938, 

l, tho Soerotary of tbe TroaiiUr}' , on bebtU! of tho Roeonatruet1on J'llumco Ool'o 

pcrntlon, 1nv1 to a aubaeriptlona, at par and aeeruod lntor oat, froa tho poop1o of tho 

11n.i tod 8t11tea for no too of tho Roeonatruotlon r1nance Oorpcr11t1on, . doa1gnatod 7/8 

percent no tea of Serlea JJ, the aaount of tbo orterillC 1a $:aoo,ooo,ooo, or thore-

about. e. 

II. DISO.BIPTIOI or !rlDS 

1. tho notoa will be dated J~ 20, 1938, 81>4 will bear 1nteroot rroa thllt 

date at the rato of 7/8 percont per ..,mm, P«fflble oea1ClDDunll7 on J t111UUT 20 and 

J>a-, 20 in each :yoo.r until tho prlnclpo.l aroount bococoo pa;yo.b1o. fbq will aaturo 

Jul:y 20, 1~1 . and will not be eubJoct to call for redauptlon prior to anturit;y. 

a. tho not oo will bo iosuod undor cw.tborit:y or lll1 act of CollCro•• (!mown u 

"Raconatruct1on J'inaneo Oorpcrntlon .t.ot•) approTod Januer-, 22, 1932, aa aroondod o.nd 

aupploaontod, which prortdoa that tbo note a ahall bo full7 o.nd uncondl Uounll7 IWlol"" 

antood both aa to lntoroat o.nd principal bJ tho United Statoa nnd such cunrant-, abDll 

bo ezpreaaod on tho fo.ee tboreof; 8114 that tho-, aholl bo excapt beth aa to prino1pel 

8114 intorut froc all taxation (except eurtaxea, oatato, 1nllorltOAco, u4 lift '-•) 

now or hereafter 1apoee4 bJ tho United Statoa, bJ .rq torritor;y, dep..,a!!!lq, or 
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or local ttlldng 11Uthority1 
poaaeeeion thereof, or by onT Stnto, county, ounicipality, 

Thoao notes ohall be lnwful inveatconts·, and cey bo ncccptod na securi t y , for all 

fiduciary, trust and publ1 fund • c s the investoont o r dopoait of which 

the 

3. Tho author1z1J16 act further p r ovide• t hat in tho event tho Roconetructlon 

rinmco Corporation ehall bo unnblc to PO¥ upon dooond , when due, tho principal of 

or interest on notes iseuod by it, tho Secrotnr;v of tho Treasury shall POT tho 

roount thereof • which is authorized to be appropriated, out of o.n;v cono;vo in tho 

Treaeur;v not otherwise appropriated, ~d thereupon to tho extent of tho ocounta eo 

paid tho Socrotnr;v of tho Troaeur;v shell euccood to fill the r ights of tho holdora 

of such notes. 

4 . Tho no tes will bo o.ccoptnblo to secure dopoli t a of public oone:r•• but will 

not bonr the circulation p r ivil ege. 

5. Boaror notes with intoroet coupons attached will bo issued in donooinationa 

of $1,000 , $5,000 , $10 ,000 and $100 ,000. The notoa will not be is31l0d in r egiatorod 

foro. 

Ill. SUBSCRIPTION AND ALI.OniXil'l' 

1. Subscr iptions will bo rocoivod at t ho r oderal Roaorvc banka ond bro.nchoo 

ond nt tho Treasury Dopo.rtoont , Washington. Bank1ng inatitutions {tenortlll;v oa7 oub­

nit subscriptions for account of custqoors , but only tho Federal Reeorvo banks and 

tho Treasury Dcportoent arc authorized to act aa official ngoncioa. Othora thi'.n 

bo.nldng inatitutioaa will no t bo poroittod to ontor aubacriptlons except for their 

own account. SUbacriptione troD banks and trust coopo.nioa for their own occount 

will be received without dopolit but will be r estricted in oach caao to an ooount 

not oxcooding on&ohtllf of tho coDbinod cepitol and eurplus of the subscribing bank 

or trust cocpo.n;v. SUbscriptions t r oD all othort ouot bo accocpnniod by peyoont of 

10 per cent of the acount of notoa applied fo r. Tho Socrotar:v of the Troai\U7 r~ 
acr't'OI tho right to eloao the booka aa to ezq or ell eubacr iptiona or cll>aae• of 
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.ubocr~ptiona a t any t1uo Without ~~tico. 

2. The SecrotB%7 ot tho Tr&M1117 reaervoa tho right to reJect an:t euboor1p­

t1on, in whole or in pert, to allot lcBB than tho wount of notoa oppl1od tor , to 

Doko nllotncnta in full upon tppUcotiona for awler tlrlounta 81ld to c.dce reduced 

nllotncnh upon, or to roJoct,. appl1eationa for ln.rger ocounta, or to o.dopt ~ or 

all of aa1d aetboda or ouch o ther aetboda ot ollotcent ond c~aasiticnt1on of nl.lot­

aenta as abnll bo domod by bin to bo in tho public interest; and hie notion in any 

or oll of tbcao reepoota abnll bo finol. Jllotaent notices will be eont out 

procptly upon allotnont , and tho bna1a of tho nllotcont vill bo publicly announced. 

IV • p ADIEII'l 

1. P07Dont at par nn4 nccruod intorcet , it MT• tor notes nllottod hereunder 

auot be cad& or cocplotod on or before Jul7 20, 1938, or on later allotnont . In 

oney cnae whore p~ent h not eo cocpletod, tho p~ent With lt'Plicat1on up to 

10 percent of tho aoount of notes eppliod for sbnll, upon declaration cado by the 

Secretary of the Tronsur:r in hie discrotion, be fortoited to tho 11n1 ted Statoo. 

V. <mliZIIAL PB:)VlSIOiiS 

1 . .t.a tis~ n«ento of t ho United Statoo, J'odor ol Roscrvo bnnka nro nutbor­

hed 81ld requested to roco1vo eubacrlptiona, to cnko allotcents on tho bao11 81ld 

up to t he onounte indicated by ~ Secretary of the Tronaur:r to the J'oderal RooerYe 

banke of tho respoct1ve dhtr1cto, to iaeue ollotcont notices, to recoivo payaent 

tor notoa nl.lotted, to noJto dalivoey of notoa on tull-pnid aubaeriptiono allotted, 

and tho:r DO:/ iaeuo 1ntoria rocoipte pending delivoey of tho dot1nit1vo notoo. 

2. Tho Secrot1117 ot tho Tronsur:r rJIJ3 nt ~ ti:lo, or troll tiao to Uno , pre--

- ·' d ·-·'at1ona governing tho ottorlng, 
ocri bo oupplonentlll or nnondatoey .nu.& • an r..,.-

wb1ch will be coooun1onto6 procptly to tho J'o6orol lloaorvo baric•· 

11Z11RJ IIOIIG!!I'rl!.L11, JR • • 
loorotnr:r of tho Trenour:r• 
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