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TREASURY DEPARTMENT 
1 

INTER OFI'lCE COMMU N ICA TION 

oAn January 11 , 1939 . 

TO 

P'ftOM 

Secretary Morgenthau 

Mr. Ha~ 

You telephoned me at about 6:~5 yesterday evening 
and explained to me t hat the President felt that the recession 
in 1937 was largely due to the decline in deficit spending 
and that he was going to hold to that belief until someone 
convinced h1m otherwise. 

You said that you considered t his one of the most 
important problems with which you were confronted and you 
would li~e to have t rds contention - t ha t the decline in 
deficit spending was the cause ot t he 1937 recession - either 
disproved or substantiated. You said you were anxious t o have 
the best t hought in t he country applied to t he problem. 

You told me that you had discussed this matter with 
Professor Viner, and asked that I oall him this morning and 
arrange to go out to Chicago and discuss with h1m this matt er 
and its related problems . 

I mentioned that sometime ago we had prepared a 
rather comprehensive report concerning the 1937 recessi on 
and its causes . You could not recall having read it but 
asked t hat I take the document along with me to Chicago. 

You asked that I i nform ~essrs. Hanes , Taylor and 
UcReynolds with regard to the trip and its purpose . 

Regraded Unclassified



1 -. 1-F\ 

JanUlt.%7 11, 1939 

To: The Secretary 

Fro:n : llr. RAAes 

Under oection 148 (f) of the Revenue Ac t of 1938, tho Secretary of 
the Treaoury is charged with the responoibillty of coaplllng, from t he 
retur~• made, a list containing t he n~eo and t he ~unto p&ld, i D 
exeeoo of $75,000, to o!!leera and e=Ployeee, & 5 well aa the names of 
t ho oay1ru; coroor,.t l ons , And it Ia further oti!)lllat&d that t he Secretary 
of the freaeury shall make such l lat avl'ilable to t ho public. Under 
t fle 1936 ke .. enue Act , &11 lll30unto In oxeeo• of $~,000 so pl'ld to 
l ndlvldwolo htld t o be reported to Congreu, andngreu was charged 
Yith t he r • oronalbility of making ouch llot available t o the public. 
It wa• t he Intent of Congress thAt t he 1938 Act should apply t o t he data 
which """ to be furnhhed by t he Secretary of the 'l'r euury upon the con
veninG of ConPTess In 1939. Howev• r, in t he onl nion of our couneel , the 
law doea not read eo. We muat eti ll operate under the 1936 Act until 
t he r oturne :<tre in f rom Incomes pa,y~,ble under t he 1938 Act as t he data 
to be furniahed In 1939 i o derived from lnformntl on on t axea paid under 
the 1Cl36 Act . 'l'he lnfor:>ation 18 now ready Md letter of tra,'l$lllittlll 
Ad~ ree • od t o t he Speaker of the P.ou•e or Representatives hae been dlet&t ed 
and wn• olgned by you on January Jd. 

I lv>ve been aoked by t he CbairmM of t he liii,Ya a.'ld Llenns Co,.Di t tea, 
L'r. Oou .. ,hton , t o hole!. this dl\te. her" until ouch tl!'le '"' he bao an oppor
tunity to nr eoent a Joint r esol ution f or P~'••AGe by both houaea of Coft6Tell 
c81dnr the provi~lon of t he 19}8 Act nppllCAhle t o lnforaatlon furnlohed 
upon t he convening o~ Congrf'st I n 1939· I ~ ndvlaed by Ur. Foley that 
It I~ not unreaftonpble to hol d t he i rJorr.atlon until your return on 
JMW>r)' 16 th, but beyond that he Ia unw1lllnt; to reeo=end our t!Oi D8• It 
loUr. Fol•Y'• suggeotion that the i nfor mation be transmitted to Congreat 
and If they choose to withr.olc!. I t , H h their dec1&1on. I have the 
Information In ~ office reedy to go forw~rd. 
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ho:>1 117. Ran.e 

t1n4u oee U on 1113 ( f') of' the 11 ... -.. Ao\ of 19)11, the Seore\U)' d 
the !rea.oury 1o chArptl with th~ reapone1~11tT of' OOIO!l111JI«, t'roe \he 
re turn• aMI, • lilt eont l\lnint; the - an4 t he -'- pa14. Sa 
exce .. of' S75.000, to of'f'tc ... • alld. ""P1~, u well u U.. .._. of 
t he 'P'!¥1n.c; oorpordl one , n.nd 1t h turth ... a\1poelat .. that t he '· •'-IX 
Qf _tile 'fr .. a\JJ!?' ehall -'<e wc:h l h\ AYa1lallle to \he Jl'll'bUc. uaMr it1&19)6 RiYenue Act, 1>11 ...,,.te 1D excH • d $15,000 ec pa14 to 
1ndh14ul\la ba4 tc be reported to Cci"«<"H•, lU>CI ~••• ....,. ohAJ'I!M 
wi t h t he r~lmOtlel~litT of llll>ldiiC ouch 118\ a..Sbi ; t o t he Jl'll'lal1e. 
It "as t hot intent of' Con&"" • t hat t he 19311 Ao\ .male! epplT to \he ~t• 
• h1ch ....., t n be f'arnlohe4 'b)" t he S8CN\&r7 of' U.. 'frea!!QI7 upoa the -
YWftC Of Col\qHI lD 1939• llowwnr, 1n the op1D1011 d oal" OOUL...-.1, \he 
ln 4cee 110\ ned eo. We _, etlll op.rate ...... the 1936 Ao\ uUl 
the returne are 1n t'roe 1n- pqallle .-... \he 193& Ao\ .. \he f.a\a 
to be t'urnhbe4 1D 19 39 h derhe4 fi'Oll hfonaUon on \&De pa14 ...._ 
the 1936 Aot. !he 1nfonoaUon h """ roec!T 111111 h\\er of' tran•U\al 
IU!dr .. •ed t o t he !lpaelcer of' the llouee of ~......,\at1YH baa -... 41otate4 
8114 •• elpecl liT ,..,... on J~ 34· 

I ban 'been ulce4 liT tba Cba1run of the Wqe and I!Mne eo-t u .. , 
llr. lloust>toa , tc bold thle data bore untll IIUOh UM u he baa aa opper
tunl.t¥ to pr .. ent • Joint r&eolu\ton for pana«e liT lloth llou- of Concreee 
uldnt; the pron.Son of \ba 19)11 Ao\ applloa'ble t o lat'onaUoa r-tehe<l 
upon t h e eo,..,..liiC of Coacr• .. 1n 1939· I • e4noe4 liT Ill'. r.l., \bet 
1t b not Wlreuonallle to bo14 t he tato .... uoa unUl ,_ ...-n oa 
J~ 16th, "'' ~ that be h uaelllln« to .. ., t nf - pt... It h llr . Jl'ol.,'• wgee\loa tbd the tatonoatlon be traa..t\\14 to CoftCPI .. 
n.nd lf thq cbooee tc wltbhold n. It h \heir 4eohloa. I '-• \he 
illfoZ'IOilU on ln rq ot'flce r<Nid¥ to fP t'orw.....S. 

JWihJRaee 
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To 

TREASURY DEPARTMENT 

INT&ft OP'I"'CK COMMUNICAT10N 

Secretary Xorg11nthau 

llr. Taylor 

Bewley called on Wonday , 1anuary 9th, to ask me to convey to you 

& message rrom Sir 1ohn Simon, to the etteot that Sir 1obn Simon t hanks 

the Secretary most warmly tor his message. 

2 
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January 11, 

Today at lunoh w1th the President I del1vered 
the auditors ' report of t he Stabilizat ion Fund to h1m 
and he took a look at 1t and expre s sed himself as en
tirely satisfied with i t and the report has been filed 
with the previous audita. 

3 
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TREASURY DEPARTMENT 

WASHINGTON 

January 16, 1939 

Wy dear ~r . Prenident: 

Section 10 of the Gold Ro cerve Aet approved 
January 30, 1934, estebliahoa t he Stftbilitntion Fund in 
tho amount of t wo billion dollare out of the increment 
reeulting fro~ the reduction in the weight of t he gold 
dollar, end pro-rides thAt en a.~nual audit of auch fund 
ehall be ~ede and a report t hereof au~itted t o the 
Preddent. In accordance with this direction, there it 
tra.~omttted herewith n de~ailed audit of the ~und enTer
ing the period July 1, 1937 to Juno 30, 1938. 

The admini atrative auperviaion of thia fUnd h&o 
been •mdor c;r iuediate dir~ct1on, &nd all trn.ocactiona 
thoreu.oder h&ve had eit&er my approval, t ho Unde~ Secretar ;r ' o 
or the Fiscal Assistant Seoreta.ry' • · Of course you know 
tho financial tranonctiono in thio run~ are not subject t o 
review by any other office~ o! th~ Gov~~nment . I n view of 
th1a fact , I have eppnintcd a co~mitte3 of t hree Treaeury 
official a, who are not connected in an;r Wtll/ with the office 
having auper'Yi&ion of the Rdmtnlatr&t1•e account~ to make 
an !~dependent audit. The re port 1e. o! course. strictly 
confidential, and I ouggeat ttnt when you have looked it 
ov~r 1t be returned to ~he ~oaeury ~or aafe-Y~e?!~g until 
t he fund haa aerved ita purpose, at wrlch tim~ the cooplete 
r~cord ma;r be ~e public. 

Fai thtlllly ycura, 

'!'he Preatdent, 

,frrl 
( 

The 1.fh1 te House. 

ZncloiiW'e 

4 

I 
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JR 

Secretary of Stat£ , 

Washington . 

46, January 11 , 6 p. m. 

PLAIN 

London 

Dat ed Ja.nuary 11, 1939 

Rcc 1 d 3 : 10 p. m. 

FOR TREASURY FRO)' BUTTER':/ORTH. 

With the growt h of the feeling , reported yesterday, 

5 

that by reason of their recent measures the British ~ 

authorities arc commi tted to offering fai rly strong 

res i st ance dur i ng the next few wEEks and pendi ng the 

outcome of Chamberlain ' s talks with Mussolini t he 

foreign exchang e market has been i nactive . The range 

of the do l lar was 4. 67- 1/8 - 3/8 and the forward dollar 

has remained steady at 3/4 , onE month, 2 , thrEE months . 

Foreign exchange dealers state that whereas the amount 

of coveri ng of speculative posi t i ons to datE has not 

been extraordinarily large there is at thE moment a 

reluctance to embark on nEw commitJntnts . 

Gold was fixed at l48S . 100. and of the 167 bars 

dcalt in 100 were marr i ed and the British fund suppliEd a 

small part of the remainder. There were but few dtalings 

after f ixing • . . 
Barings wErE just ablt to put ovEr a pounds 7 , 500, 000 

Southern Railway Company issue at 98- 1/2 , 1970- 80 at 

' 1"1' per ·c·cnt . 
JOHNSON 

HPD 
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PARJ.PHRASE OF TELEGRJ.ll RECICivrD 

J'ROl!: .lmerican Embaaey , Parie, France 

DATE: January 11 , 1939, 4 p.m. 

NO.: 59 

FROM COCHRAN . 

While yesterday witnessed an actively fluctuating 

exchange market today there has been little t r ading. French 

rentea weakened in spite of better tax returns for November . 

Guaranty bought seven and one- half million belgas yesterday 

~d three and a half million today for French official 

account. Press giving considerable publicity to cooperation 

of Dutuch bankers with Britieh effort to strengthen sterling. 

Today I had lunch with a amall group of French and 

American bankers, Governor Fournier of the Bank of France 

being among those present . Governor Fournier told me that 

he was being particularly careful not to give publicity to 

hie efforts here to superviae the eterling market so aa not 

to increase euepicion of the pound. He doee not want to 

help the campaign of the Leftiet papers, auoh as HUUANITE, 

which are asserting that Great Britain is moving toward 

exchange control as evidenced by the recent British action. 

There is a tendency today on the part of traders to 

awai t the outcome of the vieit to Rome by Chamberlain, which , 

Governor Fournier aaid, ia reeponaible for part of today' a 

dullneu. 

There waa no evidence of suffering fr om a European 

war acare on t he part of Fournier and most of the other 

central 
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centr al banker• wbo met laat weekend at Basel, in the 

center of Europe - end these banltera enjoy rather intiute 

knowledge of t he policiee of their goYernaenta , GoYernor 

Fournier and acme of my other ! riende, while reepect i ng tbe 

right of every person to bia own opinion, said this noon 

that t hey regretted tbe publiebing of auob peaeimietic 

f oreca ate regarding tbe outlook in Europe as were at t ributed 

to tbe two American Ambassador• wbo appeared yesterday at 

a secret bearing of a Congressional Committee, Tbie i nci

dent is &aid to be responsible for aome of today'e market 

discouragement and hesi tancy. 

WILSON. 

EA:L1'1 

' . 
... . ·-· - .. 
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JR 

Secretary of State, 

Washington . 

so, January 12 , 6 p. m. 

PLAIN 

London 

Dated January 12, 1939 

Rec 1d 3 :25 p. m. 

FOR TREASURY FllOI: BUTTER:10RTH. 

The dollar opened bid at 4. 66- 7/8 IVitb the British 

authorities offering the dollars; consequently when the 

pound became bid in Paris the dollar moved to 4. 67-1/4 

but on practi cally no business . It remained at that lev£1 

until New York came in as a seller of pounds which r esulted 

in the dollar appreciating. The volume of tradi ng has 

again been small . 

Gold was fixed at 148S . 9 1/20 . and of the 159 bars 

dealt i n 77 were mnrri ed and only n few of the r emainder VIErE 

suppli cd by the Bri t i sh fund . 

JOI!liSC'II 

CSB 

8 
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PAR.U'lltASS OF HLSGIIAli IUOSinD 

rROY: uerioan :lmbaaay, Pub, France 

DATI: January 12 , 1939, 4 p.m. 

10.1 71 

J'IHII OOOHRAN, 

There has not been much activity on the Paris market 

today, a s th.e outc011e of the Rome viait 18 still awaited. 

Another tbraa million belgaa for official French account 

ware bougtlt by Guaranty, The statement of the Bank of 

France aa of the fifth of January abowed that the French 

Treaeury began the year wi th an account of 2,888,000,000 

franca. The percentage 1a 82.07 versus 61.63. No other 

important changes wer e shown on the statement. The Keavy 

subscr iptions to government bonds a1noa Reynaud became 

Premier are largely responsible for the easy poaitiob of 

t he 'l'r aaiiUl' J, 

EWD BKO'l'IOB ONE. 

WIL80ll, 

IA:Lft 
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P .ARAPHR.ASE, IIOTIOIB TWO , THRU J.ND FOUR, JlO. 71 
OJ' JANUARY 12 , 1939, l'RCIK PARIS. 

This morning I vi sited the Bank of France. A small 

amount of sterling waa yielded yesterday while the fund waa 

buying belgaa for Trea.aury account, preaumably for 

expenditure for armamenta. However, thia was the first 

time the stabilization fUnd has lost on balance for the day, 

and it now h&a more than 14,000 ,000,000 franca in gold 

holdings. 

Press report f rom Amsterdam states that the portion 

of the Yendelaaohn credit granted to the French Railwaya 

maturing January l5 will be converted into a new credit amount

ing to approximately twenty million florin& and granted in 

t he f orm of three month billa renewable twice. The original 

credit maturing in i nstallments from November 1938 t o 

Febr uary 1939 totalled 138 million florins . It waa partly 

redeemed from the proceeda of the Dutch bankers• credit to 

the French Treaaury amounting to 100 million florina granted 

i n November 1938. 

I had a talk with the Bank of Italy 1 a Paris r epresenta

tive at noon today. The first reports of the Rome conver

sations delighted him, as well as the Britiah Presa 1 s friendly 

interest regarding Italian problema, and particularly ~ 

the prospect of improving Italo-Britiah trade relatione 

after the preaent exchange of politi cal views . Italy 18 not 

seeking credita from England, he aaid. Ky frien4 r•inded 

me 
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me of the reply made to Funk, German Minister of Eoonomice, 

by the Italian Kiniater of Exchange , Guarneri, to the effect 

that while Italy is deairoua of atrengtheni~ certain 

domestic reaourcee it is not dedicated to isolated &elf

sufficiency and that it wants trade with other natione, 

On Saturday the French delegation , with Alpband at the 

bead, leavee for Berlin to talk about Franco- German trade 

again. 

I should report, in connection with Br itish and French 

interest in trade with the totalitarian statee, tbat recently 

when I vieited in Belgium , the Netherland& and Switzerland, 

I wae impressed by the desir e of the responsible financial 

and monet ary officials of these oountr~es to carry on commerce 

on the best poeeible terms obtainable with their neighbor 

Germany, It wae t heir feeling that t rade competition from 

Germany even in a form which for the present at leaet i e 

a~gravating waa far preferable to militar y aggression 

from Gerlll8.ny, War exper iences are eapeoially remembered 

by the Belgiana. 

I wae told by Rueff of the French Finance IUnietry tbat 

the addreu , in English, which Reynaud will broadcaet at 

12 o ' clock tonight to the United States will not have anything 

new in it. 

END liES SAG I: , 

'IIILBOB, 

EA: L'IIJ 
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GROUP UEETING January 12, 1939 . 
lO:JO A. u. 

Present : 

l!nnt.!S : 

Duff 'leld : 

Hanes : 

(HelC: in ;tr . Hnnes • Office) 
l.lr . Hanes 
Mr . Taylor 
Mr . McReynolds 
Mr . Loc 11.1-tead 
:Ar. Haas 
l!r . Duff l.eld 
!.!r . Foley 
!Jr . Schr:arz 

I thin.'< t~e fir s t t hing we ou~;ht to discuss 
this ~orning i s tlus official representation of 
the Treasury a t Herman's funeral , so if anybody •s 
got any ideas about th.'l t situation now.... We 
thought we 'd want to t ell t he Secretary definitel y 
\/!'>.at t :1e gr oup has decided to do, what to reco:n
mend to him to do . 

Has the Secretary f inally decided? 

I hope not . 

:Jcneynol cs : He has decided . 

Foley : He called Mac t hi s .aor .lint; , and then he s poke to 
:ne, and said t!-la t if it ,.as i n Vias!lin,;to:'l he •d 
come right ba c:<, but he ho:.d to call in a doctor 
r:!len he ,;ot the news . Re t!lou!;!:lt i t would be an 
overdue tax on his strength to go way dorm t here 
and then come back and fnce next ~Veek . He said 
he thougrt either you or • •. ayne shoulC: go, as an 
official representative , arA me from the 
General Counsel• s Office . !Jac and I t alked 1t 
over and we thought tho five Assis t ant General 
Counsels, Miss McGuire , me , and the Under Secretary 
should go, if agr eeable to the Under Secretary . 

The family v1anted no appearance of ostentation of 
a thing of this l<ind . I think it is import ant , 
in a small place like Frnnkfort, Indiana, for 
public relations , that t here be a credible showing . 
l.!rs . Oliphant said last night she would not ooke 
it private, so I think t here ought to be a good 
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~a nos : 

Foley: 

Hanes : 

Taylor : 

Fol.-y : 

Scnwar;;: 

Hanus : 

"lcReynolC.s : 

Hones : 

Taylor: 

- 2 -

official representation froc t he Treasury . I 
also understand from Leon Henderson that 

13 

Hatton Sumners 110nted on official representation 
froLl t he Tempor ary Economic ColllLoi ttee . 0 '!.Iiley 
will be back this morning . He thinks 0 ' Miley, or 
is it Lubin, and himself , Leon Henderson, 1till 
represent the Economic Cowmittee . 

Now, that is not official, John; that is subject 
to confirmation this hiOrning, but th.:tt is what 
they thought about lt last night . 

Your sugGestion is that one of the Secretaries 
a nd five Assist&nt General Counsels , IJiss t!cGuire , 
and yourself? 

Th<>t is ri;;ht . 
venience or t he 
Secretary ought 

And I t hink if it suits t :1e con
Under Secretary, thct the Under 
to go . 

I •11 leave tht. t entirely to you &11 . I an not 
vnly ready ant: will.l.nt, , but anxious t o go, and I 
1·:oult: sugr.es t th!tt Wayne go if he v;ants to , but 
I think V:ayne has planned to go on his vacation, 
and I don ' t think- I moen, I haven ' t cot any pl ans 
t ha t I can•t break . 

I t hink it is better if you go , John, rro::l ever)· 
stanC.;>oint . 

I ;-;as thin!tin& of 1 t frorn the public stand;>oint . 

tlo~ personnlly but formally . 

Has anybody got any different t hoUjf;ht than thot? 

V.hat the Boss said , f ro.n that end of i t , concerned 
V:ayne and Johnny . He said, "Let Johnny and v,ayne 
decide amont.: themselves ." He thou~;ht one of them 
ought t o go . 

If I were goint; on my vacation I would ask Wayne 
to go in my place, nnd I thin!< V1ayne ' s got a 
perfect right to ask me to go i n his place if he 
wants to. 

I think there arc other reasons for it too; I 
think you nrc the r ank.ing person here; if you 
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- J -

want t o give scenery, you 11ant to s;ive a::.::. that 

yuu C lln . 

I s t here anybody else? 

14 

UcReynolds : I agr ee V;lth thnt . if Johnny's 1\lllinr to 

go. 

Runes : I alll no-:; only l:illint; , but I lit! an.xious to go . 

I th1nl< you all !mol< the very gren t affection I 

hnd for Herman, and the r espoct I •d like to oay 

hitn; I •c an:.<ious tv do it . -

;Jcllc:;nolds : I t hin:< tha t is so, and t ht> Boss has already P. iven 

his aQproval , speci ficully. I tolt: hiJ:I t enta

tively; he said - "Entire a]Jproval." 

!!a.1os : That would be H8!.1<S , Foley , \'.'enchel , Cairns, 

B~rnard , Bernstein, ~cCuire . 

Schwar z : You •·:nnt to add aey others tc that'? 

~cr.cynolds: Th~t i~ the officinl dclecation. Anybody else 

t!~t ~ants to go, of course. 

Hanes : 

Foley: 

Schwarz: 

Foley: 

l'hat is official. 

:t;w funeral service r:ill be a t three o ' clock. 

Three o ' clock. They h..•wen' t ~old us where . 'ile ' 11 

kno•- t ht.t later in the day . Charles Oliphant 

went lnst nieht to make the arrangements . I' ll 

either go by train or f ly. The train leaves here- 

you can either go to Chica~o or Indianapolis by 

train; the train to Chicaco leaves arour.cl a quar ter 

of fiv<l , maki ny, connections in Chicago t h:lt Y:ill 

bring you to Fr ankfor t about one o'clock . 

The other 1.ey, by goint; by B & 0 to IOO.ianapol1s , 

you leave here around a quarter of seven in the 

evening and get in t here ar ound twelve o ' clock 

Saturday . I tldnk it is possibl e to fly f rom her e 

to Pittsburgh, Cleveland, to Indiana~olis, and it 

ta<es about three hours and a half . 

·Pittsburgh to Colucbus . 

Tha t is rig;~t . That ' s t he regular ma.in line; I 

don•t think there will be any difficulty about 
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McReynolds : 

Hn:1es : 

!.!cReynolds : 

Hanes : 

~icl{eynolds : 

Hnnos: 

l!cReynolds: 

Lochhead : 

UcReynolC. s : 

Foley : 

Hanes: 

Foley: 
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plane connections in the morning . 
somebody look the schedules uo and 
as soon as they have checked it . 

I arn having 
b ring it down 

As far as Indianapolis is concerned, for flyins , 
v.~ 111 arrange to have some of our boys piclc you 
up i n a car . 

Vie can !"ly f rom here to Indianapolis in three 
hours . 

15 

Of course, you've got t~ have a preli minary report 
t 11'l t yo= air reports are good . 

The only danger about that is, ~e mi~~t get left 
on t he ground here Saturday morning; that is t he 
difficulty about flying . 

I t~nK the saf e way is runke your train reserva
tions, ti1en if you are satisfied , if t here is no 
c;uestion about the \':eather reports for the next 
mo1·ning, wiuch there may be in view of t he weather 
x·enor t s that nre now out . 

The \'tea tile X' ' s bad now? 

i'•ell , the weather is predicted to be bad . 

Rain tonorrow . Don ' t :rnoh 11hat t:te section is 
in t!:lc miQ-\":est . 

You ma)' not be able to fly . That, of c ourse , is 
details you can work out . And it's a question, 
I think - some of therl oa y not want to fly . 
Eddie ,.,ants to . 

I want to; Bernard v.ants to; I gather you want to . 
JJiss L!cGuire is gointl with Mrs . Oliphant . Cairns , 
Wenc hel , and Bernstein want to go by train; they 
don ' t want to fly . 

\/ell, Ed, while you are looking up the plane 
connections, you misht look up the commercial 
planes coming back. !laybe we could catch a plano 
coming back a nd get back here Saturday night . 

I thinlc that is 
Saturday night . 

Uooday a~orning . 

the best way you can get bac~ he r e 
Can't make it by train until 
You•ve &ot to go bac~ to Chicago, 
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Hane:J : 

Sc hwarz : 

Hnnos : 

Schr:arz: 

Foley : 

Hanes : 
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spend the nit.ht J.n Chicago, ana co:~e baclt Sun
da :r a fternoo ..• 

Do the Transcontinental planes come directly? 

<>otle s c hedules do . 

\Ve coul d change a t Pi ttsburgh. 

T. 11 . A. - sooe of their schedul es come by way 
of St . Louis , Indianopolia, Pittsburgh. 

If we c ould get back t o Pittsburgh Saturday 
ni&ht , ,.e c ould 11et a train into v:11s:U.ngton . 

1:1u1e l ooki!l£ up the t rains you might loo:;; u p 

16 

the transcontinental planes co,Jinc; into NeTJ York . 
If we c ould catch on e of those maybe I •d t;o to 
Ner. Yor:~ and spend Saturd11y nit;ht in New York 
ra t her than spendinG it on the train. 

\'lell nov; , t hn.t •s tl1.:1t . I:; t ha t a l l righ t 11i t h 
ev er ybody? 

~lcHeynolds : I think it i s very e:ouu . 

Hanes : Is t here anythinG else anyone v;ants to discuss 
t his mor ning? I hn.ven • t BOt a t iling . 

Foley: I understnr£. from ..lit>S .lcGuir e t ha t iir s . Oliphant 
is seeing people this norning out at Othalia •s , 
and I •1as wonder!.n.; if anyone wanted to go . 

Ilanes : I wanted t o go; I asked t he• to notify me !f I 
CO\lld go . I didn• t knO?I v:hether she wanted to 
see anybody; I tllink v1e ou~;ht to have SO~lebody go 
as a repres enta tive of t he Treasury. I would 
went to go . 

l~cReynolds : Ed wants to go; I should like v ery much to go · 

Hanes : Let ' s get together right after this meeting . 
Liayb e r.e •d better tel ephone a nd see if i t ' s O. K. 

Foley : I ' l l a sk Yiss UcGuire . 

J cReynolds: I'd very much like to, since I am not goi ng to t he 
funeral. 
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Fol ey: The notice in the paper said up until five o ' c l ock; 
arrangements to be by Gawler , up on Pennsylvnnia 
Avenue; I am checkinG to see if it 's possible to 
go up there and see him. If anybody - I ' ll have 
the informa tion, 1f a nybody wants to go . 

!!cRcynolds : \'.ell , that is somethins; I don 1 t a gr ee with. 

Fol ey : I don •t eithe r . You might be interested to 
know tbut Gutzon Borglum came in yes terday after
noon to ta:~e a dea th mask l ast night and ta!<e it 
back to North (South) Dakota with him and make a 
bust and presen t it t o Mrs . Oliphant. He did the 
sa::~e t hi ng f'or Oliver l.endell Holmes l\·hen he died 
five or s i x year s ago. 

Hn.,cs: Anybody got a nyth i ng e l se? If you haven ' t , Eddi e, 
you find out when i t Y:ill be convenient f or us to 
go and let me know, a nd \':e •ll go right out t here . 

•7 
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TREASURY DEPARTMENT 

INT& .. OFFICE COMM UNICATION 

To !.lr . Hanes 

•oow ~r. <oley 

In re : Ur. '.'lilliCU!I Schwartz , 
Uenber, Processing Tax Board or Review. 

Ur . '>chwart :t wee appointed to the Processi ng Tax Board ol" 
Review on J.o"ebruo.ry 16 , 1938. Under t he law the :.!embers of this 
Board must be designated by the Secretary of the Treasury from 
personnel in the Tro88Ury Department . Ji'or t hat reason J:r. 
Schwartz served aa Head At torney in the Ort"ioe or the Chief 
counsel rrom February l, 1938, t o tbe date or bis appointeont 
as a !!enber or the Board on February 16, 1938. 

Mr. Schwartz graduated 1n 1921 trom Fordham Lew School with 
the degrea or LL .B. and was adoitted to the New York 9ar in 1922. 
He has practiced law i n New York Ci ty end hoe served as Deput y 
Assistant District Attorney for New Yor'< Cowtty , New Yor k. lie 
has $erved tour consecutive terms in the Ne~< York Legislature 
as Assembl~. his last term expiring December l , 1937. He was 
then elected e delegate to the New Yor k ~ ~nte Constitutional 
Convention. Tbe invest1gati~n made a t the time ot his appoi~t
~ent indicated good professional standing and fine reputation. 
Duri:Jg t he swr .. Mr of 1938 be part i cipated in the llew !"ork State 
Constitutional Convo~tion on leave ot abs ence !roo the Board. 

t:embers or the s tarr of the Chief Counsel who represent 
the Con:missinnor bator" the Boar d of Ruie·~ who b&ve appeared 
bef?re ~s. Schwertz state that he di sposes or the work in a 
lawyerl ike manner but ao tar only juriedictional motions nove 
been argued before him. Only one coso has been heard on the 
merit~ and Ur . Mcnoneld conducted thi s hearing, wh1cb was al~o 
participated in by Uembers Crewe and ~eey. 

Attoehod is a copy or the report or the Intelligence Offiee 
mode at the t1~e or his appoln~ent . Thie should be returned 
to ~r. ~mer Irey , Chief of t he Intel ligence Unit, tron Wbon 
it was borrowed . 

~8 
• 
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•!Ida CllcOtw-ea.,._\ "MU.WW \lid llbiet.r .....-.a llllol&l4 lie p ,,.. .. 

t.o cllee118e 1a tln.il all u.,.na til illle eub jMM bel~- 1A illle oo t. 

uutl• -.!lie IUnieter Soua Coate uet t o s eor.tery llol'r;ctll&la on 

D_,.,.,. z, 11118, 

It h our l::lpro .. l o~ t \at thee• eubj ee\u tall l.a1:o t bl'ee seen.l. 

Clroup !I, llt e; e oor.t8q)latec! by t bB Ere&ilim o., ... ....,... to ueteblleh 

o. r ... tTBl 8o.rl:J t.D u t late ot t!:e o..nowlt ot r eoen ee 1A 'old, torel.p 

n ollaJit& or t1>e eqJiTalout wt1ol\ the Central Bank <IC>l ld requtr., e ltha- 1a 

t he t oN ot Comtr. 1 ! ftlllt ru•rn• or a otab ll1aet1en t oad, X.thode b7 

wllioh tl» Bru111ea a.,..,-.zt plana t o o ..... te end • 11lte1A t lwee r u .. r..a, 

t:r•aurlea, 

oro,., lli, '1M loDe I"'D&e deftl.,....t pro.,._ ot the Bruelliaa 

CIOtero t. Batt.ete ot emu11.te ot torelp atu1'1ele 11b1eh will "M r eq1.1lre4 

1lo eerry out t l\la pro.,._. Sutt.ete ot illle etten .., tlaa BrUaUl.a bellll• 

ot pe,_.ta ~a1t1a. Prepo ... ..tbo4a ot n.-in& puroll.uea ot t -l.p 

•Mrleleo It 1a .... r .-... tlat the ae& ..... leted • tho4e ere tho ue whiM 

...,14 be-... the -uen s-tiete lllpen • tla ezto.--1 poa l\1• ot tile 

IIUrela, Speeltlo anloa 1111ell thla CIOtua tat lll&Jl' telte \ o tueWteW 

the 4Uftla; li ot 1b1a pr..,. •• 
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.ta _...,.tor \llh 0«--' '-' llaft a _,tne •trnh8dla& et 

\laMe '"lll-, tile 'bal.,..• ot ,.,_M ,..tu. tn lilt aa4 .. IWI& 

,....... ello~l4 'be thoroupl.y 4 len.,.o4 u wll u tM mt1o1patecl ot t.o\e 

of tiM pr-opoeo<l -•""'•• on t ftluoe 7"'"• 
l'hio lloyer-\ laldenila4e tll&t ia -·r to OUT)' old. tb. 't'V1-

u peot o of & OOIIpnilad ... propuo. l&rco ~to of ~ wUl laTe to 

lie o...Vlli\1\M 1-u,.. for .-ple, .. lO"f>·I'&IIC• 4ft'el.,..at procraa 
will clo.alrUou req~,.. larp nped1t-• t~ l.-1 -terwe ....s la'llw. 

ot t.1w procna Me&laoe et 1be11' 3o1:n ott...- oa tM liU!l&•tar,. ud ,., ... 

- tal 1l0d•~•• poe1t1 ... ot 111M 8ruU!.aa ~. 
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Secretary of State , 

washington. 

11, January 12, 3 p.m. 

GRAY 

Rio de Janeiro 

Dated January 12, 1939 

Reo' d 2:15 p.m. 

lly 8, January 7 , 1 p .m. The Bank of Brazil today 

lowered the blzying rate for German compensation marke 

from 5.600 to 5.500. This action, whioh should tend 

to reduce the sale of Brazilian produote to Germany , 

voices the displeasure of the Bank of Brazil beoauae 

of a recent press despatch. from Berlin to the effect 

th.at the German Government is threatening to reduce 

by ~ the conaUIIIption of BrazUi&n coffee on account 

of the alleged measures adopted by the Bank of Brazil 

to curtail the importation into Brazil of German 

products . 

Please inform Department of Commerce. 

SCO'l'Tili 

EA:DJY 

2& 
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GROU:> ll£E'I' INC J anuary 13, 1939 . 
9:30 A. /J . 

Pres ent: 

Hanes : 

Lochhead : 

Hanes : 

Loc ''1!1~ad : 

Taylor : 

Lochhead: 

(In Air . Hanes 1 Office) 

!.lr . H~nes 
t.ll: . Foley 
l.!r . Tayl or 
Mr . Duffield 
l.U' . McReynolds 
Ur . Lochhead 
l.1r . Sc hva::r z 

• •.•. • i sn1 t .;o!lll; to bive u;:~ anyt!lin.;; , e:1e it 
•.us no::-e or less a courtesy call , because neither 
or.e i s saying c word about \\hu t happened, so I 
i.Lw.gi~.: i!; i s o;oi n£. to be a disapnointment, thnt 
visit; i t is not helpi ng ou" the exchanges at al l . 
It i s no t hel ;>ing out t he situation. The f eeling 
is still t~erc must be something cleared up over 
t~ere b efore thoro can be any improvement in t he 
e :,cha n.;;e ba sis . 

Wha t i s sterling , you say? 

4 .67 . They hav e been doing a little s u pporting, 
unnecessari ly . 

Ther e !l.?.sn 1 t anything cu1ae out a t all, of a ny 
imoort , about this c onfer e nce? 

No. The.t 1 s \ lhY I think it is a disappointment 
because neit her one is saying a nything at all. 
They have a nice lon£, maeting ; they talk an hour 
and forty - fiv e minutes, and tha t is all the infor
mation given out . 

Th.oy didn It have a ny schedule when they went 
the r e . 

They didn ' t have any schedule, but if t here was 
anytlling to be give n out they ' d be awfully gl ad 
to give i t out . The reports a r e that Italy asked 
for certain things and En&l and countered by asking 
for certa in t hings . I think Ita ly as<.:ed that 
Soain be allowed belligerents , and England countered 
by asking Ita ly to take their troops out of Spain. 
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UcReynolds : The news man on the r adio at nine o ' clock snid 
Italy had asked fo1· the recognition of belligerents 
a rxi two or ~hrco other things, and England r efused 
it, and Engl and asked for withdrawal of troops and 
two or t hree other things , and I t aly refused it , 
but they were all i n a good humor a_nd had a v ery 
nice mee t i ng but everybody ref used what everybody 
wanted . That is as far as anything on the news 
is concerned . 

Lochhead: I thi~~ it interested currency here • . The German 
Ambassador was received by the Italian Forei&n 
Uinister immediately a fter ward , and secorxily, this 
thing - the Nev. Year ' s r eception t here . Hitler 
devoted ~uite a l itt le tioc to the Russian Ambassador . 
(,ui te a lot of peo!)l c thin'r. ~his whole t!'U.Ob may 
be a tie up betreen Gcrmar~ and Russia , and t~ose 
interested have been f:atchin., the;n pret ty closely. 

Ilanes : J.nyt'rin;_ , Chick? 

Sc hnnrz : Nothing . 

Banos : l .ayne? 

Taylor: ~id you talk to the ~ecretary? 

Hanes : 

Taylor : 

H'1ncs : 

Taylor : 

Lochhead : 

Taylor: 

I didn ' t t alk t o him l ast n1&ht; I wasn •t r eady 
to taLl< to him because I didn ' t have t ilis other 
memorandum I got t llis r3orning . I thought I ' d 
s pring it on him h t t he sao e time . 

The only two thin<;S I have v.ill wait on llbat v:e 
hear from him. That was one of the~ . The other 
I sent a nessage dot·:n to hitQ yesterday, a suc£eS
tlon of what Aranha mi &ht tall< about when he COI4CS 
up hare, - v.!lat he rnay be prepared to t al l< about . 
Archie ar.d I went over tha t . 

\ lha t is his name? 

A- r-a - n- h - a - or words to that effect. 

He was the former Awbassador . 

He was uo here for , I guess it "A aS tv:o years ; he 1 s 
smarte r t han hell . 

Regraded Unclassified



Schwarz: 

Taylor : 
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Taylor : 

Schwar z : 

Taylor : 

H~neo: : 

Tnylor: 

llnncs : 

Taylor: 

Hllnos : 

Taylor: 

f!anes : 
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Re is mor e of a financial man t han an Ambassador . 

i.hen is he due? 

He • s due the first 11eek in February . 

They ' r e linki ng that story down there .. .. 

I don't t hink we can give anythin,; out on tlvlt 
until - until t he President cives it out . 

I just said, maybe t her e i s sonething hLopeni!l£ 
in Brazil. 

The f ornula is t'lt. t President Roosevelt is aski~ 
President Vargas t o zend this guy up, anrl th." t 
ht s been done . 

J:o I understand, just to c!lan.,e the sub j ect a moment, 
before I mi Lht ge t t he Secretary, do I understand 
the memorandum is t» go to the 'i.hlte House t oday? 

It doesn ' t go t o the \', 111 te House . Ohl You mean 
th~ oth.,r one thnt i s to go to t he Pr esident . 

The Fiscal !lnd Monetary policy . They are avai tine 
an answer from us on that. 

That goes immediat ely . 

\'.e r:er en ' t goi~ to send it until toeay. 

I t houtht it r:as very important that r:e agr eed . 

Ther e is nothinc in ther e - I ' ll r ead thr.t memo
r andum to you - there i s not~nt in there, I see, 
tl~t anybody would hesitate to agr ee to because 
it is all negative . 

This is a report of the Fiscal and Uonetary 
Advisory Boar d, r el ating to t he specific repot·t 
of the Social Securi ty Boar d . 

"At your request , t ho Fiscal and Yonetary Advisory 
Boar d ~s considered the Special Report of t he 
Soci al Security Boar d at two extended meetings . 
In additi on, the t echnical staff s of the various 
agencies represented beld a meeting to explore the 
fiscal a s pects of the problem. 
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"As "\ result of this stu~y, the Advisory Board 
makes the follov.i % reconunen!!-.tions : 

20 

111 . Thnt the Report be submitt <~d directly to 
Cong1•ess r a ther thnn t o you, a nd by you, to Con5ress . 

The basis of thi :> recoHU.Ie ndation is two
rolf. . In the fir~ t piace , the Board found 
t iu:t the Report rnises hit,hly controversial 
questions y;i th r uspec t t o the monetary Rnd 
fiscal as?ects of the old - a r.e insurance nroc r am . 
Tr~n:,:;ittal of the Re ;>ort b:,- you would L1mly 
your accej'lt:'lnce of on .. v ie1. of & pr obleo on 
which, ::.~. th" . o pinion or t his Board , definite 
commit~ent on your pa r t i s not at this tiDe 
necessary or advisable . 

I n the sec ond pl Rce, the st~tute crea ting 
t he ~ocial Security l30iir d does not sta t e t h" t 
reports \',it h r e !.pect to mo~ificationl> and nmend
ments of the Act should be rancie to the Pre:;ident 
and t he i mplicAtion i s t hat they should be 
mede directly to Cons res s . This has beun th<t 
pract.i.ce of the Social Security Boa r d to date . 
There a !)!)enr s no t;ot~d ranson "·~· a dep2.r ture 
from t ltB pr:>ct.Lce should be mnde in the case 
of this Specia l Report . It is, t herefore, 
a p!)ropria te thn t 1\ re •• ort r ecorruJel'llli ng ch:-.ns es 
i n the Act should be a<l.dr essed to Consress . 

•2 . I t is de!lir~bl" th..'\t the Fiscal and :Ionet ary 
Advisory Board be kept cw·rently infor:Jed by t he 
Social Sec w·lty Bo:1ra of s ;>ecific reco=e:Jdations 
•:hich it proposes to pr esent t o Con&ression&l 
Co~".,littees so that the mom~tary and fi s cal asoects 
of neH social security legisbtion o~.y be kept under 
continuous study by your Adv i sory Board . " 

Now that doesn't seem to me that commits anybody 
t o 111"ything . 

:!.cReynolds : I a.n sure the Boss will huv e no objection to 
tha t being for,•mr ded . 

Hn nc s : The way t itey had it before, there was an objection 
on "he p?st of Danny . 

Taylor : One line there t he t didn't see~ to me to be 
terribly important, \vhich - I thiO:i it says the 
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same thing anyway, leaving it out. 

By the way, after you left, Marriner produced another 
memorandum which he thought might be presented 
not in the form of a report of the Board , but ' 
pointing out what some of the~e implications r.ere . 
JAr . Delano said he thour;ht it would be extremely 
inadvisable to try to pr esent such a memorandum, 
arrl •••.. 

McReynolds : Good for Delano. 

Taylor: What? 

:!cReynolds : Good for Del ano . 

Taylor: Then the •tay it ,,orkt>d arouoo, we red a little 
confer ence about the freakm on the pert of any 
member of t he Commit tee as people , assisted by 
the Secretary, to sa y anythint he wanted to a t 
any time. Mnrriner is vtri tint; tba t over again 
in the first person and he will either slip it 
in as an individual or , if t here is a meeting on 
it , v:hy , he will talk about it . 

Hane s : Uh huh. 

Taylor : It isn• t anythinG very startling. 

Hanes : It is not anything 11 t1 are going to sign? 

Taylor: Oh no. 

:JcReynolds : \.ell , he ;;ill talk 1 bout it any'.tay , if he has a 
chance . 

Ha nes: Gene, you heve anything? 

Duff ield : I heve only one matter, which needn ' t be taken 
up unless you want to, but I told the Secretary 
when he left I would try t o have ready for him 

Hanes : 

Duffield : 

v1hen he c ame ba ck , a bill setting up this Power 
Financi ng Agreement . Ed 's lawyers have got a bill , 
l et's say in semi-final form . Now, just depending 
on whether you v:;~nt to do it or not, I would like 
to .. . • • 

Has Ed got a copy of it? 

I don • t think he ' s &one over it; that is why I bring 
it up, subject to his confirmation. I told the 
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Secre tary I 1d try to let you and Ed see it . 

Hanes : 111'1)• don 1 t you let me see v.hat you •ve got. 1 •11 
have plent y of time to read it, going out on the 
t r ain. 

OlcReynold s : Ed and Johnny v.ill have lots of time to r ead it, 
t;oing out on the train. 

IlAnes : 

Duff ield : 

Ha nes : 

Foley : 

Hanes : 

He cnn 1 t fly . Ed ' s goinl!; out on the train with 
me . 

Since it comes out of his division, I didn ' t 
want to sneak it out around hi12 . 

Let Ed bring it •:ith him. 

I ' ll hrinc it with me . 

I 1ve got a lot of stuff from Ed . Goin& ~:ay out 
there , I ,.,as goilll> to do it i n the plane . 

Loc~head : John, you •re going to be terribly outnumbered . 

Duf fiel d : Yes, you •ve got five lawyer~ . 

HAnes : I ' ll t nke them on one a t a time . 

llcReynolds : I don't imow; I think I'll have a talk with t he 
GenerAl Counsel boys befor e they start, to see 
whether I can neutralize a ny of their ideas. 

Hanes : Ed , there is a Mr . Boehne, from Indiana, the 
Congressman, who is on the Ways and !.leans Conuni ttee, 
came here to see me this morning, and said t hat 
a mnn by the name of John Rheinbard, 1·:ho is i •• 
tho Income Tax Division of the Alien Property 
Custodian' s Office - he says the work over t here 
is about to come to a close - it should have come 
to a close long years ago but they have hllne on 
for some reason or other . This fellow is get t ing 
a little nervous and he wants to be transferred 
to some legal ,;ork in the tax work of the Bur eau 
of Internal Revenue . Re is going dov.~ to see 
Phil Wenchel about it . I told him to ask Rheinhard 
to come over here sometime next week and we •d have 
a discussion with him. I ' ll put that in the form 
of a memorandum and send i t to you , and I guess 
we ' ll have to see this fellow when he comes over . 

* * * 

\ 
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Januftry lJ, 1939 

To: The Seeretaey 

Fro~: Wr. Races 

Cabinet meeting - Frid~ - January 13, 1939 - 2:00 P.M. 

Tboee pre~ent • ere: The Pre~id.ent, Vice President Garner, 
lle, oro . Hull, Hanee, Woo~ring, Jaekoon, Farley, Swanoon, Iekee, Wallace , 
~opklno , and Madam Perki no. ' 

Th•re was only one foraal Qatter brought up for discussion and 
t hAt we.e t he letter from t he Secretary of t he 'l'reaeury to the Preoident, 
which I read , recoanending that the propoeed dr~te which I presented 
with t he letters to the Speaker of the Rouae snd the Vice President be 
for~arded before the hee.ringe on tax- e%ecpt eeeuritieo and se.lariee are 
boeun by the subcommi t tee of t he Senate Finance Connittee. Tbio oatter 
h&d been cleared with the Dopartgent of Juetice and Mr . Jackson adTieed 
t he President that he wae in accord with t he ougg~etion of the Treasury 
t hnt t he lettera be forwiU'ded i mmediately. The Preoident 88I'eed to 
aend both lettere at once. 

The other Cabinet officer• ~e general reports on their deport
menta. Nothing of importence was taken up at t he meeting, t he dls
cueoion being r Ather general. 
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noto oooompaaied t ue lett«r t o Tho ¥rea14ent 
t~,_atnu "U~> t ll• enoloaed 4rath ot propoeed 
l etters t o ?r •a1d.nt or the SeDate aDd Speaker 
o: t Jo Hw •• ro U g1al.a U oll to 11lcl.u4o tax-o•pt 
au&riu &: aoc:uri Uea) 

con 

\ 
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January lS, 19&9 

.tcUq S.cret&ey J:lanea 

llr. Fob)', .tct1111 General Counsel 

I apote to the S.cratar)' end be auueata 1D tbe 1Dter .. t ot 

up..Ut1on tbat )'Ou 11sn tile attacbed letter and present 1t to tbe 

Preal.cleot et tbe C.bi.Det ... ting thia attamoon. 

I rMd Bob Jecltaon 1a DOte to tbe Secret&r7 end uj)l&1De4 tbat 

W would repreaant llr. llurpb;r at toda)' 1a C.bi.Dat ~~eating, and •• 

prepared to aupport 1011 wben the latter w e presented . lie we 

ent1rel1 qreMbla to bandlin& it 1D thia •1• 

(Initialed ) E. H. F., Jr • 

• 

35 
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Jan. 13, 1959 

My dear Kr. Pr ealdent : 

If' the attention or the Congress is celled to tbe practical 
situation created bl tbe decision ot the Su~r~~• Court 1n the Port or 
New York Autllqrl.t.l• case, it should increue the llielibood ot favor
abl e nct1on by the Congress at this eeeeion on the recom.endat1ons in 
your message ot A~ril 25 , 1938, relating t o the tax exemptions. 

This eli s a bee greatly broadened t he class of peoJ)le subJect 
to t he Federal inco~e tax but bas lett the outer lizits of this enlarged 
category undetlned. lloreover, the Court pur~rts to declare the law ae 
l t a1we1s baa been, wi t h the result the t the Bureau ot Internal Rn enue 
will, 1n the absence ot new l egisl&tion, beve no choice but to a pply 
this deci s i on retroectinly. 

Onlaee t he Congress enacts remedial l egislation prior to 
MArch 15th, therefore , the Bureau ot Internal kevenue will bave to aeooss 
&nd collect t axes f or at least three 1ears JliiSt against employees ot lll&lll' 
etBte agencies ond the oacurity-holdare of ... ny state corporate inetru
~entalities , who mistakenly but in good faith believed t hey ware tax
exeJ:pt. 

The attention of the Congress should be called to the present 
urgent need tor cuch lesislation to reaove these nn uncertainties aa 
to the classes of people to which our lnco"a tax law is to be applied 
end to elilllnate the bardshi;> and lnequltiea which would flow fro• the 
r etroactive applicati on ot this last Court decision . 

But in aeki~ the CoQ6ress to r elieve ag&inst t hese hardohlpa 
1 think the Co~ress should be asked at the &aiM time t o vrovida clearly 
for the prospectlye ellmina tion ot tax-exempt aalaries and tax-e.xe:upt 
securities, as you r ecommended in your mesaage last year . 

I su~itted 
jlro~sed letter along 
S,oeaker of t:ae llouoe. 
.. bed drai't. 

The President 

last llay tor your consideration a dra.ft of a 
t hese lines to the Vice ?r esident and to the 
I u enclosing with this l etter s al1gbtl7 re-

f aithfully yours, 

(SI.gned) Jobn w. llo.nea 

Acting Secretar' or t be Treasury . 

The a hl te !louse. 

enclosure a 
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h•-• t u e111;>17 IIH ... ee ••" ~l't'ftU , .. ..,.. 14 llel'hM • • baeJ'eet 

rr- r ..se..-d, 6tau or ~el,.l ol>.U&aUoae or .... ,. .. u h,.... 

• •1., .. • • eoa~ .. \loe tor .. r'fieae tea4ei'M l o •~• f•~•r~. ~~~•• 

or aaieli)U ~.,.,., .. ,.. 1 ...erted \ Ilk\ • t a lr ud ett .. u,. ,,._ 

&J"eUh~ 1ao<>e.o h 1 u <l • .,... ;>arpetui\J. ruen• ot \ a:..•aa_,t ..... 

eou.l...: ao\ ule\ •14• '117 aide. l l)Olal ed "' 111•1 \ twa• ..U .. ,. 

u.elr u · ... u'Mod l'rotl. , .., ...... .,., a'bo.Ud ~ .... .... -· , .... ~~o~~n~ .... 

lbOW UO ... rll \ltol r l1Y.J.I..lloe4 l A ;>l'tWAU -.LOJaqC. l aa..net 

, :,,t l~ \-u ~'1•• ~•re\-of., ,.. ae.or4e-G 'CO .,ri•e.•• iae-. tl«<'l\'M 

r ...... ~:,.,.,_.., - r l\ha or to"•"",..' ~o,.nl •u. ~~ h•UOft~• 

,..~u r-u .. r •~>• Coaaut .. u oa, loa\ ... ,.. , ,.. ra..Ut ot .jla41e1e.L 

<leeleho. 1 " " '" on~ • H u aot ...,...,. ... ,,lth l o IN»• \hat J'•Uallll 

3 t cla1oo ....,....II J•NU l ila el.llllla• Uoa ot •~••• ~Ul••• 

;;eclelou .. r ua a.,,._ c:oort r•ll• ..... •1 .... .q •••••• et 

A,na tt, Juthll.l.n~ tu c .. ul .. 1o ' '* ton or»- toli< f.!eU..D!l 

..... IM.oa • • d• n la,~Qrkal ••« eo.utrueU•• eoa\nkU•a w \'M 

ella1D•\1oa ot \ be•• lo•l&l•~~• ~•1••· 
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athhekrU7 .. nee, .. ~, .~~~Udal U.td ... a1-. ll\Ma 

leslaletba \o Alll-' '~• - bU'Il..Uo ..... .,.....a-
'llU lM _.J .. , .. ~ tu llUU1Uoo fer t- ,... ... , .. h ,._. 

a~t. la "'" or t llo OJI.alfta or .-ben -.e.l -.- .,._ •rlt• 

... tatou o t tw ..,,._ c:.ut. X. •~• lahreo\ or _,....., ... ~u .. , 

tllo~re, la&Mta\o lociohU<a te ro,.atrN \0 , ,....., -•• ,.u
tl~l 4Mhl..,. fNa OPQ'IIllac la ..... • nt-oUu ~ U M la

poao tu UdlU t y oa tiiLuo tauo•t aplor ... o.a4 U.M-. m 

toto .......... 

,.,.,. ot tlt.o lattoo, leon~• -rtdatl" .. ..,...,... tU&r tea 

ltatU.Uht, Tllore h ..... r...Uty Getller t :t.o ..an .. ... tell ,..., 

HOOt" aN 110\ t oa.th u4u n.o u.laU .. ~atou of \N ,..._ 

QOe tlao o~thae ot ,._,a.\ ~\a.\1\lM h l&allerlr not 

l•-'1•1 u4 \lion h .. uMrto1at7 ,..liar tu ealarioo o:N tat .... 

lllllell tMir 11awo .... -. ... tor poet , .... .Ul uato o.a -uot,.tN 
_,... ot to:a lh~UUl" ... .-1\loo, 
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b 91 .. o C tll<l het .._, U. .._ of lat-&1 1" uo 

.Ul. loan .. olooho blat to •tone wr lM_. ,.,. 1•• u llealare« 1a 

tl• ~ la~eot d"htosa or \llo ..,,_ O..:rt, , .._,, l eeialotloe 11 

.. e .. " U'T w oof~ual'll q n lcot lila bo~aUho t o •Idol> 1 llaYo ret..,... , 

'l'l:• ••"'• t boref»n, h ( :>1" •bo l)~t 011*0-\ ot OliU tcltlo ~001 

, roa;> .. U•• lD O;Jw-~t1oa , -.t>hll no .,.,..,. ou o~plJ aad ha;pe7ero -

otto• ... ~ .tt-t tho\ .,. .. ~t l.Ulp tlo>r. ""'lalt "UUW!lM 1a t o h •U· 

ct ;Kt .. , Wa ar. o<.rhoate.t .ttc 5 101t11oU oa aiUab - Ita louel .. wlt• 

tat rnoa• t o al.l ~ •••~ r.ft.._.ltlo adala1atret1Yo eoa•alll .. aa OalJ 

l br, u,sh ll>e OOO,Pw:>\101l ot lbo C:ollCreU ad t bo C:o..,.t, 

Ual••• t~o Coo~reo t ~·•••• •~• lo~lala \toa dooltaa wtt• 

tblo •ltoatlon prt or to Worab lDI~ , 1 ~ t~ronoad 117 til • ~"'~ of 

t!oo T,..<> Ar)' tl:u r.o vUl ba uloUcall to ooU .. t lNoP" taa.e tor at 

l.,.a\ \ hr .. J OJirt lljNw t llo •l'lOfMO ot -•J ••••• aa•oloa ... OjlOII 

tloo oooor UJ-Wdoro or ... , •"''• OOJ')>Orato ll>n,_..to.UUoa, Ao 

• hhll:oel,. "' 1a ,._., f\ol\h llall..,.., n.,...,.. '"~'· n. •
• .,., ead ool!.ontoo or t llo,. ••"-" ooiu dooalotl.ooah la - ..... pro

.... .,...., lie .. ..,.,. 

AIC:I.:-.1~, 1 ..__ ~ , .. _.atloa tQJ' uc1olU1oo at 

U h ... ato.c 'lhlc!l till ouoka yr l•• t• la•- r.- all .,....._, 

oal.ntoa ureat\ar Olol'atlol ... d ~ eH ~·-' -nu .. ~oerooner 

btO" MbJoet \ 0 t be .OI>Nal. lo-a tu l aM O>t \ ho Jotloo .... Of 

\lila H1'01"'1 llh\oo. TILe c:.a,;roae e1U aoall al.MI to -oltor .... tu 
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)'1RESPONDENCE 
COJfiDII!IAL riLII 

L. w. laoko 

::., IO(o) 

r 1•••17 18, lta. 

~" < , .. ~IPBJ)II oonuuno• ma 
IAI~ Of IIOLAIO. 

I oall ed Xr. Bolton a\ UaiO tod.,.. tho •al'kot hero waa 

urr quiet, I told 111•, '111\h blllillou al.on ll11, ad apl lilled .. 

hb wb7, ill 1'1" ot t h o aold pelata 'lltliab wo had t- b.b at tho u .. , 

n bad t o let tho 1\erlilla rate &o do-. n 1fodlloll4a.7 w ._ .. 1/a 

batoro inte"•illl• llol\«1 replied \ bat \bia waa POall7 tbdr t.-1\ 

boo• u•• tbdr • ., oablo &1Y11lc U l a • ., -1D& nto had 1 0110 out t oo 

late. 

A• rtea~• t ho o:uh..,o •uttn ill Londoa tod~G', be .. 1d 

that • noa~ bulillou wu &•ill& oe tho 'lltlolo U a o m d t111t tho prou•r• 

OD ltel'lin& todq wa1 a4oubto4l:r duo to tho r .. ult ot Ch•berlaint 1 

Yili t to Rome 'lhich now •••ed to be oo~lotolT ntea\1To. lo tar 

he had aold Ut, IIOO,OOO •• ._., azad bo WDU14 approoiato it it anor 

t hei r olodn& we would Cai'J7' OD at the 1ae r ate, th11 on tho . ... 

-ptl on that tho pres iUn q aiJUt at orl i n& .,lll.d be t racatoi'I'04 

to our • •l'kot 411r1na our attornooa. t ho apparaot tN1&101eeoo 

ot Cha borl al n ' 1 Y1s1t ill llo:u •••ed \o haYe oauaed 'Jt\h tha f ?OIItb 

• aucSdao return to that pMUllu nato ~ acld.o\J' acd pool181• 'lh1eb 

one u1od to aJIPoo\ ot th• 'botbro lan OOe•bor. the J'reoh Jour10 

bad turned week '111\h J'ree ahar01 aeUillc ott 111 the e«l&bboltlood ot 

5 per act. Aa tar u ha a" the Belt of rraee had 111pponed t bo 

• on.,. ••l'ket • • well u tho re\o .. ,__. 1114 bod alto Mer1.t1eed norllq 

1n IUppon ot Uae hcab OIU'I'ID.,. blat ho 414 eo\ Jmow \o ._, _._. 

Car1cuel had lo ... taJ.to IPPar•U,. tbo J'reu· won bdlq • ••• 
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CORRESPONDENCE 

co•nOIItUL nua 
L. w. laoke 

F EDERAL R!"3ERVC IIA NI( 

OF NEW "10~1(. 

o.m:_l_.aJ')' 1&, lt18. 

-. ,: 

SUDJ<CT !ILII'aOIJ COifEUAfiOI WDB 

IAIX OP IIGLAIO. 
I 

ot the JlUei'IJ u • aa\\er of faet t h d applleclaot oel7 to Pr~naa 

but w the ltlole CODUaa\. 

I aade rafer~nae to Ill". Bal'l'leoa' a telepboaa coaYaraauoa 

wUh Mr. CaUeru , .. tel"dq ~ repeded 'b1'1en7 'lbat •• heel do11a 111 

thla 11arket 1114 the raa~lon -llbloh •• bad hadJ alao that u 
~ 

Mr. UanliiCIII had told Mr. Cat\UBI he, loltoa, ~beNld let •• llllew 

lt t h iiJ' f oa:D4 that lllul'lee bait• ill J.411ldoa ••~"• C111"17illc oa rold 

baslaau 'llbleh 1t wa• t he Bank of ._l•d' • 1.a\ct10D to -.o14. 

Bolton a~r~Uonecl t hat t b 17 bad b1d to aall:a it alNI' to -• of thaaa 

blllkl that a dollar 10111 qalnn eold wu Juat a• obJeetlonable .. a 

•tarllna loan. ! b at, 10 f1r, •-eel to 'be the ODlT point t hat had 

bee 1n dou'bt. ! h e Poratcn behMC• c:-UtM, tlbiah waa now a """ 

powerfUl ooaalttaa and on 11b1eh pl'aetlaall7 weFT alaant 1D t he 

aarkat 1r11 rapreaantecl, wu holdln& 1t1 nnal aHt1nc ant !'Ueadq 

1114 a a-ber of quen1oa• a11ht be l'allecl a\ t ha t \1aa bu\ 10 tu 

he had ••an ao 11111 of tD7 fl'1ctloo with •7 bank . llcllle rranCitl people 

•••eel to hue loaaa 111a1aa\ 10ld and were w1dant17 tJ7'1DI \e -

t1aue t haaa l .. aa throulb lllaerta• 'blillkL' 111 LaeciOD ed 111 Pal'ls '*' 
10 tal* the .Aael'lean1 bad ,_ ~aw1111at to 11dn tha. 

Ia bad ho bl\1 of a .. a tor aa, Boltoa coaUnuecla (1) \ be 

autlder waa welk, auppo1ecll7 bee••• the l'alaUotu belwee OanlllJ e4 

Bolland were nralaecl and bad rt•• 1'1•• to naora of Oan• troop 

•a~~aner• • tbe ~- bei'CerJ (I) •• bl4 bNI"d r- .U\e a , ... 

tOeHa \taft Fr•oo wa1 _.. ... eel te 111a 111 1 fft wee~~a .... 
Lit an 
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REB 
GRAY 

London 

DatEd J anuary 1 3, 1939 

RE0 1d 2:35 p , m, 

SEcrEtary of StatE , 

55, January 13, 5 p , m, 

:'Qr. TREASuRY FRO!' ::Jli'l'TER\70!l'l'H , 

Out . I had a word with \'lalEy who ExpressEd sntisi'notion 

at thE rECE).)tion ::;l.vEn thEir mtaourEs and thE r Esultinrs 

dEclinE in ac t ivity in the forEiO' EXchange nm r kt t , HE also 

said that to da tt thEy had had l tss t roublE than anticipatEd 

rq;ard1ns tht snnouncEmtnt that ltG1slllt1on woulG bE intro

duced to nmEnd thE currtncy an~ ~ank notEs act of 1928, 

T1'1o , In adc;ition to thE chnngca rEsulting from thE gold 

tra ~sftr anC fiduciary issue incrtnst s Et forth in my No. 40 

of January 9 , 6 p . m. this \IEEir ' s !l:lnk of En:;lnnd rt turn 

rtflEots thE rEpaymEnt of d i scounts nnd advanc Es qy thE 

mnr!<tt of pounds 22 , 8 mill ion rtducin(l that it Em to 22 . 1 

million nncl a f urthEr rEturn of not£3 which rEducEd tht 

nott circulc tion by pounds 12. 4 ~illion to pounds 475 

mil l ion, only pounds 5 , 2 million of thE rEflux hnving bEEn 

ncutrnlizEG by thE s alt or sEcuritiEs . BankErs dtpos1 ts 
WEI'£ 
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REB 

2- #55 , Prom London, Jnn . l3,5p. m. 

werE pounds 118 ;nillion having dEclined by pounds 17 .a 

million which is a small dtcrto.st in ViEw of tax collec

tions Md m:l.rktt rEpayments to tht bank . Public dEposits 

stood o.t pounds 19 . 2 million and govtrnmtnt s ecuritiEs 

at pounds 98. 2 million. Today's trtnsury bill ratt was 

about 8S 7~D as comparEd with llS ptr cent last WEEk. 

Three . ThErE was cvtn lEso activity in thE foreign 

Exchn.:t E r.l.."\rkE t today than on ''ltdntsday and Thursday. 

ThE dollar remained steady at 4 . 07 and thE British authori

ties a lso ceasEd to of fer forwC\rd dollars . 'l'hcre was a 

tE:lGtncy to sEll thE franc and tht forward franc rate 

moved out slightly in a nomina.l mo.rkct . Gold was fixEd 

at l 48S llD and of thE 204 b:1rs 49 werE marriEd and thE 

llri tish funct only had to givE a .fEw to complEtE thE 

fi:tinc; . 

JOH:-ISON 

CSB 
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PJR.U>Ili'.ASJ: OF TELIUR.Ut RECEIVED 

FROM: American J:mbaaay, Paris, France 

DATE: January 13 , 1939, 5 p.m. 

NO.: 84 

FROll COCHRAN. 

Today sterling was weaker against t he dollar, and 

spot and forward f r Mo in turn declined against the pound. 

Gold was lost today by the French control , and there was 

a drop in French rentea. The market situation was 

due principally to preliminary press reports of divergent 

points of view at Rome, and reports that concrete results 

have not been achieved. There was a depres&ing tendency 

on all European markets due to German ~retests against 

attacks on German diplomate in the Netherlands a nd reports 

of heavier trend at New York. The florin waa burt by 

the first of these faotorc . The dollar was particularly 

wanted by the continent; the ~elga , following the dollar, 

should be drawing gold from London to Srussela. 

I am sending by mail the te:r:t of the speech broadcast 

to the United States last night by Reynaud. I am also 

sending the prospectus for the French loan to convert 

railway loans which waa iaaued yeaterday. 

END OF 1.!ESSAGE. 

WILSON. 

EA:Ln 
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Note lef t by Bewley with Mr. Taylor 
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One American bank in London recently 

enquired the views of the British authorities about a 

proposal that they should advance dollars against 

gold , a procedure which they thought might be 

permi ssible. The British authorities ho wever 

thought the advance very undesirable end informed 

the bank accordingly. The bank was qui te willing t o 

accept the ruling. 

It appears t o th~ British authorities 

that the only real difference between an advance 

of dollars against gold end an advance of sterling 

agains t gold is that the man who gets an advance in 

dollars has to incur some slight expense in turning 

his dollars into sterlin but that expense would of 

course be considerably lees then the profit which 

he hopes to make eventually by speculating against 

s terling. 

If Mr. Morgenthsu agrees with the view 

that an advance of dollars or other currency 

against gold provides an easy method of evading 

t he Chancellor 's intentions and is no lees 

obj ectionable in principle then an advance in 

sterling, perhaps he would be willing t o include 

mention or this in the advice which it is understood 

is being given through the Federal Reserve Bank of 

New York. 
Regraded Unclassified
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SEcretary or State , 

rlashington. 

59, January 14, 1 p . m. 

FOR TR EASURY FRO!I BUTTER'.!ORTH 

GRAY 

London 

Dat Ed January 14, 1939 

Rtc ' d lO tOS a. m. 

Tht rortign t.xohongE markEt hos again b t t n in

octivt - tvEn r or a Soturdoy. Contrary to normol 

praoti ot thE British authoritiEs ltt it bE known in 

thE market btr ort thE opEning t hat thEy wert pr EparEd 

to orftr dollars at 4. 67, latEr thEy pushed it up an 

1/8 and this causEd tht morktt its Elf to offEr dollars 

and tht r ate r or most of thE morning was Either sidE of 

a 1/2 , c l os ing a t 3/8. 

Gol d wa s rixtd 148 shilling 9i pEnny and of tht 88 

bars 43 wert mar ried and thE British fund suppliEd a ftw. 

JOHllSON 

DDM : HTM 
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PARAPmaBI: or T.ILJ:O!Wl 
IUOJ:IVI:D 

FRO¥: .American EmbuiiY, Rio de Janeiro 

DATE: January 14, noon, 1939 

NO.: 14 

Reference my Bo. 8 of January 7, 1 p.m. 

I am informed by the Director of Exchange that the 

Bank of Brazil will oloee exchange !or daily quotas and 

maturities from December 8 - December 15 inclusive, dur

ing the week of January 16. 

The purchase of compensation ma.rke for exports of 

cocoa to Germany bas asain been suspended by the Bank 

of Brazil. The confusion now existing in the Bahia cocoa 

market is alleged to be oauaed by the trading methode 

employed by German buyers. 

Will you please inform Oommeroe. 

SOOTTJ:B 

I:A:DJW 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTI:" O ,.P'ICII COWJ14UHICATIOH 

•••• Janutory 14, 1939. 

Secret~ Uorg~nthnu 

,., ... Mr. T~lor 

The main points ot interest 1n the foreign field constitute tho 

carrying out or the request or tbo British Treasury that we ask American 

bonks to have their foreisn branches cooperate with the British Treasury 

snd the !1811.'< or England, George Harrison covered all the banks on 

llondsy o~ this week and discovered that there ....,re only t..o banks which 

were conducting opera tion11 which c.igbt tall into the quest1ouablo cateaory. 

Those banks asked hi m whe ther in his opinion those transactions ....,re 

contrary to the interest or the British ~uthorit iea , He did not express 

an opinion but suggested that the banks themselves instruc t their branches 

to • uestion the British Treasury on thi s point , and that it the British 

Treasury felt that the transactions were undesirable, that the branches 

should be asked to conform. 'he bad a repercussion trom this this 

morning. Bewley lert with ne a message which I turned over to Lochhead. 

The message described e. method by which American banks had taken n position 

by advancing dollars against gold . Lochhead "'ill give you the text or the 

::-essago. I told Bewley that we agreed with the position or tha British 

Trea sury and 1n due course would pass t he word along to Geo.,;e l!arrieon. 

During your absence I have had se.eral conversations with Suaner 

IYelles and other members or the State Department on the question or our 

Latln American activit1es. You are famili ar with the Brazilian matter. 

I believe that the message which you approved will g0 forRard today. 
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I also as~ed ~elles to send you a copy ot the other QGende on tnatruct1ona 

.. b.icb r:ould be to..,.,e.rded to Arentru'· He aaid that he 1<0uld do so lJ:ced ia telJ 

on your return. 
treaty 

I Also discussed the question ot tftX/poss1b1l1ties and I left vt1th 

'.1ol1es several r:temorand:> prepared b~· Eldon Kine indi cating six coWltries 

·"hero there op~eared a basi:> for trOQty necsotintions . 7/elles &Greed vtith 

us in thinkins that these necotiationa were desir able end ie taking 

steps to proceed. I don' t think there i s AnY immedi ate hurrJ about thia 

"o have r eceived a sPriea ot in~uiries through Bogden or the Schroder 

Bo.nkinr• .;o''l oration, as to the possibili ty ot ':'reasux-y cooper ation w1 th 

t l.e new .;hilesn regime. ;.. messo.ge hac cone forward to Ambassador ,\rmour 

to indicate a willingness on our part to discuss eny ~uestion of rnutun.l 

intoreot • T do not think that we con use Boe clc.n o:- the Schroder :;>o~J>lo 

.. l1:tnt"t\Olli!lries or in .on.y other form , und so 1~on:ted ·.·telles, who QO'COS . 

I , ~!1crarorc , told 3osd:m that tl.o Mtter ·:.ould be t3ken U!> ~hroueh 

1..,;ul••r c~.nnnols. It 'l."oo:>rs thnt the nevr reSiJ!!e in Chile is o li')er~l 

oM
1
....+ 1~ s~riou:~l:r co- siler1::1C so!:l4 pret ty fnr- re:>chins rerora.s, 'lJl4 

• nnt l ~o lean ver'] heavily on us in holpi .n.z to co.rcy t:len throu;;h• I 

(;Ot t he i:!lpression that the na.jor portiOn Of the help WhiCh they \IOuld 

li'<e to have us off e r i s in t he tor.!l ot Hno.ncis.l ossist:l.llce . 

Thero are in addition two credit oper a tions in ait;;ht i nvolving 

Uru •uay end the Ar<3entine. Uru.~uay hU3 ap ronched the Ex]>ort -Import 

Bank f or a million do!.l ar cred1 t, the procoods to be used t o cle~r ahi;ments 

·t I.."!!rlc o.n aerc'.:l.lldi se . 'Jelleft aporoved the tr:.nsacti on 1n principle· 

The ~i tU:>tion in t he ~~entina i s ni~l~r but will involve lerser aocunts, 

~os1bly as h18h es twenty-five ~~llion dollsrs. I did not discuss this 

question with :1e11es, as 1t cane up in s conversation with Pierson. 

Regraded Unclassified



- 3 -

::;y inprosaion iS that all otbar things baiJIS equal , it is an extNnel.7 

desir able tr>!Jlaaetion. '!lheroas our relntionG with the Argentine are 

not ot the best, they hsp~en to be very good pay, and this type or credit 

oir:ht M much to inrprove the other relations . '!le have had no rormal 

r oquost oo yet rroo the ~gentino . 

In addition , .:e have the Cola1~bian possibility about which llraden 

i s very ho~- The elenents or tha picture are quite s1J111l<>r to those 

present in t he Brazilian sitW.t1on, with the favorable additional factor 

that Cola:lbin pro:l.uces quit e a .lot or gold end can utili ze its or.n gold 

proJuotion to help build up its reeervea, or to pay ott any advances we 

mi<;ht mal<e to help tbert establish their gold reserves !.mnediateJ.7. 

The Cubon situation baa become ~re complicated. As the result 

of Rooc Magill ' S tri p he is not too optimistic abou t the possibilities ot 

i nstituting ettac tive r eforms. Re t ools that tho rororms can be made 

without cuoh difficulty, but that collection or taxes under any system 

presents a cajor difficulty . Pierson teals very ouch the sruoe way. 

\'ihil o he believes that there are one or t..o public ..-arks projects, such 

os the Havana 71ater :larks, which can be usefullY r1nance~, thst t h••ir 

full prosr8ll is far too enbitlous. Collado baS ju.at returned t ram Cuba 

with the latest drstts of five basic taws strecting their entire bNiki118 

and currency aet-up . VIe ..-ere to discuss with 7ielles and Eccles one or 

t heso 1nws, but decided to wait until we bnVO translations or all five 

berore proceeding, 

I also discussed with Welles the problem preaented by the otrort 

or this Oovor:ment to aoti vel.J cooperate wi tb La till American Oovermoent • 

In the financial tield end tho noceaeity tor baYing coapetent men on 

:o 
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~be ground who would dewote their time to tinanoial matters exclusively. 

He tol d me that t he Stat e Department wss prepared to assign competent 

men - V!hon he said v:oro an good as Butt llrworth and Cochran - i n L!exioo , 

Colombia, or Venezuela, i nasmuch as the one mnn could cover both ot 

~hose countries, in Chile or Peru, where the anne situation exists, in 

the Argentine where the !Mn ooul:1 also cover l.Jnl,-uey, end in Brazil, but 

that this move should no~ be made unless we in the Treasury were set Uj) 

i n such a way that we would actively and adequately service t hese men, 

£1 

I reported the 3ist or this conversat ion to UcReynolda , and in tho augsested 

organization chart I provided for this unit . You are so familiar with ey 

views on this subject t hot I Will oot expand the~ t urther in thi s cemorendua. 

There has been considerable agitation on the question or our 

proclamation for silver deliveries. Ed Foley and Lochhead are tully 

familiar with t he situation. I strongly reoomond that we broaden 

our interpretation ot delivery to take care or silver mined pr ior to 

1une 30th but not necuslll'ily actually delivered. The underground 

n=r is to the etteot that the silver bloc wishes to stop all purchases 

of foreign silver ond COntine the Silver Purchase Act to domestic 

production. Inoidentullf I recommend that you read the Townsend 

Resolution -- he did not ~iss a thing. 

I have had several conversations with Oene Outfield on the -

what ror lsck or a bett er term - - we can describe as Utility financing 

~nd Yardstick Bill. I think that the principles which we have at te=pted 

to establish are tho correct ones, and ror the tiret tilne a yardstick 

will be pr esented ~~ioh i s rair to all o~oerned , including the Govern

ment which advances the I"IOney. This approach •11ll moet with tremendoue 
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op!>o&it1on rrom certain quarters, but I think will be welcomed by 

the rest or the country. 

In conclusion, I earnestly reco111110nd tor your coneideration 

a penetrating analys is or the tiaoal and monetary problems racing 

this Oovernrnent which appeared in this morning' s Washington Post . 

I h~ve followed this author ' s work tor a number or years and con

s ider this particular piece or exposition, ~~le brier, e veritable 

M&terpiece or clear, econoa:Uc 8D8lyaia. In t act, I believe that 

it wtl'l<s the high petnt or bia career and I reco!llllend that you sound 

out t he possibility or inducing him to j oin our statr or experts - at 

least on R consulting basis . 

62 
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To: 

Prom: 

January 1~ , 1939 

The Secretary 

lUes Lonig'-t 
The total number or WPA workers on 

January 7, 1939 is 2, 967,3$9 . 

The decrease during the week from 

December 31 to January 7 wae l$,4$6 

workers . However, WPA employment is 

higher for the f irst week in January, 1939, 

than of any previous year . 

C3 
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WORKS PROGRESS ADMINISTRATION 
Number or Workere E•p1oyed - Weekl7 

Week ending 
1938 

lolarch 5 
)larch 12 
llarch 19 
March 26 

April 2 
April 9 
April 16 
April 23 
April 30 
II!AJ 7 
!lay l~ 
llay 21 
M41 28 
June ~ 
June ll 
June 18 
June 25 
July 2 
July 9

16 July 
July 23 
July 30 
August 6 
Augus t 13 
August 20 
Auguet 27 
September 3 
Sept'!mber 10 
September 17 
September 211-
0ctcber 1 
October 8 
October 15 
October 22 
October 29 
November 
November 
November 
November 
December 
December 
December 
December 

5 
12 
l~ 
26 

3 
10 

~4 
December 31 

19J~uary 7 

Unl. ted Statea 

Number or Wcrkere 
( In thousands) 

2, 167 
2, 244 
2,357 
2,395 
2 , ~45 
2,5011-
2, 531 
2,544 
2, 582 

2,607 
2, 626 
2,650 
2, 678 

2,693 
2,712 
2,736 
2,7li7 
2,807 
2,853 
2, 899 
2,938 
2,967 

2,993 
3,017 
3,039 
3,067 
3,0S6 
3,102 
3,114 
3,120 
3,129 
3,1~7 
3,1o7 
3,201 
3 . 2~5 
3,263 
3,258 
3,244 
3,216 

3,185 
3,139 
3, 083 
3, 021 
2, 986 

2, 967 !I 
Source: Works Progreaa AdQ!n1strat1on 
!I Conr1dent1al 

C5 
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WORKS PROGRESS ADIIINIS'l'RA1'ION 

Number ot Workers Eaployed - Konthl7 

Un1 ted Sta tea 

N~ber ot Workers 
1936 (In thoue&nde) 

Januar)' 2,926 
Fe brtlar)' 3, 036 
March 2 ,~72 

April 2, 5lg 
Ma1 2, 3 
June 2, 256 
July 2, 249 
August 2,~77 
September 2, ~2 

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

1937 
January 2, 1~ 
Febrt1ar7 2,1 
March 2,115 

April 2, 070 
!dq 1, 999 
June 1 , ~21 

July 1, a69 
August 1, 80 
September 1, 451 
October 1, 476 
November l , g20 
December 1, 29 

1938 
January 1, 901 
Febrt~ary 2,075 
Karch 2,395 
April 2,~~2 
1lay 2, l8 
June 2,7 7 
July 2,967 
Auguat 3,067 
September 3,120 
Ootober 3,24g 
November 3,21 
December 2,9~6 !I 
Source: Works Progreea Adm1n1etrat1on 
a/ Cont1dent1al 
iOnthly t1guree are weekl7 t1guree tor the 

latest week ot t he month. 
They include cert1t 1ed and non- cert1t1ed 

workera . · 

C6 
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confidential 

For Treasury only. 
VIASHINGTON, D. C. 
January 14, 1939 

LOan Agreement: After prol onged discussions with 

t he Export & Import Bank the loan agreem&nt between the 

Universal Trading Corporation and Export & Import Bank has 

been drawn up. On the basis of this agreement and t he 

princi ples indicated by t he Treasury Depar tment an agreement 

between Universal Trading Corporati on and Foo Shing Comrr.ercial 

Company bas been drawn up. Both drafts are attached herewith 

for your consideration and advice . 

Progress of Purd:>ases: Of the 1,000 trucks ordered 

delivery has begun. S1Jt Dodge trucks arrived New York on 

J anuary 12th an~ thereafter weekly arrival s of from So to 100 

trucks will conti nue un t il the order is completed. General 

J .. otors advised us of their ability to advance their delivoriea 

by three weak•' tirr.e . Shipments of all trucks have been 

tentatively booked on American steamers as follows:-

Date Name of Steamer No . of t rucks 

Feb. 3rd ~lichita 236 
(American Pioneer Line) 

Feb.lOtb President ~onroo 226 
(Amer. President Li ne) 

Feb.l9th Steel Trader 264 
(Isthmian Line) 

J:.ar . 3rc City of Rayville 274 
(American Pioneer Line) 

1, 000 

Since then an order for 6, 000 ruboer tires has been 

placed and will be shipped with the trucks . 

Two orders for apare parta are being decided upon t n 

consultation with Capt . Collina ane will be placed presently. 

Cable authorizati on baa been obtained fro~ Dr. H. H. 

to purchase another 1, 000 trucks to be used principally for the 

transportation of Wood Oil. 
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Permission is also obtained to retain the proceeds 

or sale or the new silver coins t or the purchase or American 

products . Instructions have been received to pu.rehase 

aeroplane materials with such proceeds. 

Requisition specifications are being prepared for 

Oasolene, engine oil, cotton fabrice etc. for purchases out 

or the ~port-Import credit funds. 

Wood 011: About 3, 000 tons of Vlood 011 originally 

consigned to Bank of China, New York agency, by Fu Hua Trading 

Company for sale in this Country are being taken over by the 

Universal Trading Corporation. Authority has been obtained 

from Dr . Kung to appropriate $500,000 out of the proceeds of 

this consignment to be paid into Universal as its capital 

So 3, 000,000 lbs have been so appropriated and paid in. 

Balance of the oil will be transferred as consignment from 

Fu Hua Trading Company. 

This oil together with future shipments from Foo 

Commercial Company will be sold gradually through the usual 

trade channels as the market demand Justifies and disturbance 

to market will be Judiciously avoided. Sales policy will be 

decided upon at a later date in oonsultation and wi th your 

Office: Temporary office of the Oniversale Trading 

Corporation is now located at 630 Fifth Avenue, Room 1718. 

It i s our intention to keep the expenses low and for the in1 

months we are trying to limit the monthly expenses to around 

$2,500.00. Off i cers from China will not draw any sal ary from 

tho Cor poration. Capt.Bull has already reported for duty . 

The estimated income for the first year should range between 

$260,000 to $660,000 against Which a portion D&y be ke pt a• 

reserve for market loss on woodoil and after charging off the 

administra tive expenses a port i on may be devoted to ~e 

re-payment against the loan. 
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Est1a:e.te or Income for t ho first year based on 

Universal - !'oo Sh1ng contract: 

lollnimum l<a.xlmum 

Frol!l Wood 011 ~ 250, 000 $375,000 

Fr om Pur chases 9 ,375 287,500 

$ 259, 375 $662,500 

For Wood 011 the difference between purchase price and sales 

price is 1 I per lb. Af ter paying off brokerage, commission 

we may ne t §j( to 3/4j(. 1Hn1mum ls baaed on itt per l b. and 

oaximum on 3/4t( per lb. on 25,000 tons of wood oil tor the 

rtr" t year. 

For Purchase Uin1mum 1s based on charging 1/4~ on vur~ba1oe1 

and maximum is based on 1~ on purchases . The first year ' s 

purchase will be $25,000,000 plus $3,750, 000 <i of wood oil 

sales proceeds). 
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.-il!. ::1:. .. TRLASURX llOLLI!.TIN J~nuary 16, 1939 • 
3: 00 p . m. 

Present : 

Gt.ston: 

Duffiela: 

G:.st on : 

ti . ' . J r: 

Luffield : 

H. _ .Jr: 

Wuffhld: 

ll..i. Jr: 

iiu!'f!cld: 

r.lr . Gaston 
Wr. liuffield 

rlow here, as I s a id, we llllv!l hl'd some difficulty 
r econcil in& things. Eddie Bart11lt and his crew 
asked for some time to go over this receipts a nd 
e xptmditures end, a nd t hey brought out a presenta
tion which nei ther Gene nor I like a t a ll. Tha t 
is, they ' ve got o lot of text~ l m~terial here 
,,fu...:u "e thin!< is o ut of place . And Gene hes 
b..tilea it down t o s ome t ables there t h.- t givo 
the .;~~ ln statistics. 

(H. j . J r . turns pages) 

'l'hu t' s Socio 1 Security . 

A f ew thing~ ~e ' d like t o add . 
r~celpts and ex?enditures on ~ 
a ftur tole SUJ:unary of the first 
f lscal ye&r . 

I ' d like t o put some 
cal endur yea r basis 
s ix months of the 

No.v, ls this on the three-months moving br.sis? 

Six . 

Six. 

I thi~< tru t cash expenditur!ls i s very importa nt 
the r e . 

I ' :o a freid we 1 r e going to ha ve some trouble. Our 
nccounts Hnd Deposits don 't like to see that go 
in. It 1 s not ;; budget basis . 

Oh, nuts . 

The bu~get they're used t o is gone . 

They 've empnasi.ted !'.>r toe last couple ye:.rs tn~ c&sh 
inc.>oae and outgo, a nd everybody wa •ches t bat . 

I'd go'' s tep further. I ' d put my bubble cha rt ln. 
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outfie l a : 

IL ..l . Jr: 

Duffield: 

H . .. : . Jr: 

JJuft'i.e tJ : 

H •••• Jr: 

Jufl'J.ela : 

il . .l . J r: 

JJuf !'iela : 

H. : . Jr : 

... uffiehi : 

u .. , . Jr: 

.;uff telJ : 

H. •· Jr : 

vuffleld : 

r! • • LJr: 

Guston: 

C8 

-2-

I ' m s ;, glad to hea r you s ay that . 

l Na nt JllY bubble cnart. And I wa nt t be breakdown 
by ~c ti v ities . 

Tha t ' s fine. 

.. ell, tnat• s t he only news in tha t . 

I • ru plea sea a t t lul t . 

I w&nt tne bubble cna r t ttnd I w&nt the breskdo· .. n 
sao.7lno; waat s u jlports it. 

l:ne b..1bble ch~ort ls t :te o>ne ta~ot snows taat net 
ex.,endit~es . 

Frow now until June 3J lt coes form;rd . Tnen t nere 
1 s 

c. bre&ktiovm of 1 t by ••. 

dy cl~sses . 

oy c l asses . 

lleorge daas anJ I tt.lltea t.bout t na t , :::.nci Geor ge says , 
"Sure , l et ' s ;.>ut tne::l u ll in . " !.nd then the next 
.i&y 11.: sajs , " '1/ell , '·"'bette r be c1> r eful ... bout th;.t .

11 

• at t ' s t i1is one ••1 tn t ne bubbles on, in add i tlon to 
t:l<! big .me . 

Yes , &na this is tnis - yes , it ' s just th~t h'ith 
t ate bubbles, ana t nen tnere is tne consolld~o<ted 
one . 

The r e is t he c un:;..,llJc t ed un e with the bubbles on . 

With t!le bubble~ o>n. 'l'hbt ' s the only t hing thut •s 
new . 

I' m ple~sed that tha t . 

.o ell , nell, we wc..nt sooe ne:1s i n this thing. 

!lo· .. , anothe~ t hing . I thoUGht tht t we ought to muke 
<o fe:.. ture - e very t illlll .e oUGht to have some f eG ture 
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a . ·~ .Jr: 

t;ufflel.> : 

H •• ! . Jr : 

vuffleld : 

H. • . Jr: 

ur ~ton : 

rl • • • Jr: 

i.luffidd : 

R . •• • Jr : 

!..ufftelu : 

H. :: .Jr : 

-J-

~rti~ le t o le&o the publicktton . 

.. ell, I v e ry much w'nt t hnt bo.~bble chart. 

I r.u1t it t !)O . ••e didn ' t lu.ve it in l form tnc. t 
;;e c.:ouia stick in_ t:tls oU.11-''IY for y :>u anyway; so 
1 Ht.S 5oing to ~os.t y ou a b..1ut t h< t ;;.ny .vay , 

i>l.J.. tuis is tne wuy it 1 s to be? 

-•elL , titis is my tent~tlv<: s uggestion. No .1 , Mr . 
G::.s t on ,, .,nt tnrougil p: rt of i t. I don ' t ••ant to 
c:>:a.nl t hiu. to it . 

I .. Lnt to uJu to t..'lh l; t • bW.t. r sao..-lng o f recei,>ts 
t.n<l t:..<1>endi turf:!S f or t.te first s ix months of t he 
ftscc: ye~ r - I "'r.tlt to hr ve · sicailar sho1•ing .Jn e 
cc.lenaur yet-. r l>bsis f or tne 11hole of toe CLlenaar 
yet.r l9Jtl . 

"by? 

Bect.UStl the revGnues :.. s compL reo t o na tion<>l income 
~.ore -.ui til H1iJOrtant. f-eople like to ltno~ the total 
income t ~ x yield i n 19Jo bLsed on tne cclendar ye: r 
l~J7, •'or instonce . 

~o t , t•l~t • s ';he nolJiOES ln those trus t funds . 

l:es . 

~:o .·1, l s n ' t there {ping t o be r. ny intr:>ducti•>n to any 
or t<~l.:: 3tuf f ? 

:tes , t.1er.: s n:>.>ld be a n introduc ti.:>n, <.nd t:u.r e has 
t-lso .s .:> t t o be an exj)luru. ti..n of toe st~ tistic&l 
b<.sis .:on wnicn it' s done . ·:.e nLve a n ex;>lanati, n 
r , r t11e stctistics th~t goes in the annUE.l r E,>art . 

(J.n ... tne r ,>E.ge) That ' s " ne:; tLble tilat Bell '.bats 
t og et up . '!:here are severLl ne•·t ones . 

But I meun tnis , of cour se, i s ul l stu tis tics . I 
mean isn ' t cnere going t o be unything .... 
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uuffield : 

OEst ;>n: 

H . ... . Jr: 

liuffleld : 

1:1 . • J r: 

Lwffleld: 

H . .. Jr: 

Duffield: 

Dut'fielu: 

n . . t. Jr: 

Oc.s t ;>n: 

H . ;~ . Jr : 

uui'fiela : 

Guston : 
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nell .. . 

tlo<~ n~re ' s - htlrt: .lt.S J..ddie Bar t el t 's offering. 

JuJ t one second . 

70 

.re 1 d do it o;very month, but rnt.<int a in !• t nr ee-months 
Line . 

On, I see . 
Deu~ort;:sent 
s t i.t l s tlcs 

tio;1 1 I 1 m ~nxious - I uon• t see .my 
of ..:oi4>Jerce snoula ge t out tne gold 
every monto . Uake a note or th~ t . 

the 

I thin.< .. e snould o:.ve t he .;old ~:nd silver both. 

uny should t ney get thl• t ? 

I thlO:< tn~. t•s r ignt . They cocEc> from t he Customs 
Bure~<u . 

Of c our:;e , the gold s t:~ tlstics .vill be a l l Tt·t:~ Sur)' 
recei? t s . vo we ~ant to take ~ny notice of the 
mo vements :>f e 6 rmo rlted gold? 

.;ome o<oy I woulu l ike v ery much to see a t !•ble which 
snowed i mpor ts , exj)orts , ne t c na nge in earm~:rks , 
Jo:nestic !)r ocu.:tlo n, s econol::r) s .:>urces - all on one 
t eble . 

Yes , why not? I t h i n.< so . 

Uti- hub . 

But I aon 1 t see Nrl:J - I mean i t ' s so confusing to 
get up the O::o!llllle rce stuf f and our stuff, und I 
tnink 1 t sho uld b e aere . 

Vnly on e thing you u1issed in here tha t• s irnportant, 
a nd thut •s the l aw enfor cement sta tistics . You 
turned to the b~ck . Tney 1 r e in the re . 

}/ow, ITJY idea m.::; trw t :tf{.:>ugi\t to l'w ve in e~ch 
Bulletin a leaa n rt1cle . Thr t can be on a diffe r ent 
subject and ~ different class of sub ject each month. 
I t should be u stuay of some sor t , a nd I thought of 
a stuay of d i s tributio n of Governmen t securities. 
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vuffle lu : 

Gas t on : 

li . • . Jr : 

Lufflela : 

G:..s t <>n : 

l l . .. . Jr : 

Gas t -> n: 

d . ... Jr: 

Gt..s t un : 

J.J uffield: 

G:.st.)n : 

-5-

They ' r e keepill& ttu..t up to da t e , ~nd tney have a 
ne .. studY, but they 1 n go ing to give 1t to 10 
co.n.nittee of Congress tnis .~eek , a nd t ney iil&Y 
rJ~o\te it ;>ublic U? t ner e . I don ' t know whether 
that would maKe any •iifft~rtlnce . I don • t tnin..l< 
it wouio . ·::e 1aight print t h:, t study. It •s 
Blo ugn ' s aod Georse fill aS' s . 

I t ' s going to SenDtor brown ' s committee . 

.!ur,my a na Tick t on NOr.{ing v; ith Blough's people . 

ne ll, .Yhy not ? 

'l'n &. t 1 s fine . I ' m in f{.vor <> f it . I •d counted on 
lt . 

71 

~>tiC. th~ I t bought ;:c could c e ll on Ha rry \'.'hi te for 
t.n :> rigiru.l s tuuy uo 11 11 nd tnen. 

i e s . But thi s month 1 s .<o <.~ld be t h is one. 

Yes, yes , yes . 

t.o.l tills wt.s Eddie B&rtelt 1 s i de tt , th11 t he <loUld treot 
those bua ge t f igure s in tni s 11ay , i o t. running story; 
but I aon • t think 1 t t e lls yo u t. nytb.ing e xcep t wh&. t 1.5 
t o l o in toe t ab l es . 

No , I .vouldn • t 

nno i aon't see a ny point to it . I tbifl.{ v;ben you 
run your figures t~t ~ey , it ' s just confusing, ta kes 
u~ too much r oom . 

To.<e s ten pages . 

If ,,e o'ler e going to lDake u bustness f or eca s t or 
uiscuss the basis of our estima t es, it woula be a 
d ifferent t uing . 

nnd als o I t b ougnt He d ldn ' t want t o run now, for 
the ;>resent, a nything t:ln t ' s t aken from t he daily 
Tre~sury statement; it o ught to be summa r ized or 
cna r ted in a d i fferent f o r m. He ' s offeri ng her e 
va rious things t e. ken olr ectly from the statement , 
pnu so forth . ,·;e d idn 't Ncnt t o use them. Harry 
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Nbite bas some additional s tuff to what we ha v e 
there on go l d . 

Ha ve you got the gold and silve r t~bles t oere? 

Yes, I 1ve go t gol d and s ilver s t a tements , ~nd 1 
put t hem in here too . 

You ;>ut them in tnere . 

He thought the;o;e t ables on comroou i ties imported 
under ,..uo t o provisions were very important to the 
Treasury , s~ he put tnem in . 

"hat a;~es the t :nec n·? 

de s~io these things - saNed ticber and luober -
s<-;s tnc Tr e .. s ;;.ry ~l.•nYS .~unts to .mow tno: st10 t us 
:)f - .10<~ full tne .,.uo t&. i s - i mport .,.uota . 

72 

.. e eet <.:>ut rt~leases on t nem e ve ry month . The t a riff 
lc,ws ,H·~vide i m;>o r t ..,uohs !'or certa in products. 
·•hen t he ... uo t ll is up, tn;;y •ve go t t o stop im.>or ting, 
and tne~· mlve t o ,te ep t r ack of ti1ose "uotas . •;:e •ve 
been d oing it in the form of press rele11ses . No 
r e~son fie s no uldn't incorpor a te it in here . 

Fine . 

1lo··· let me liSA you t his . ,'lhl. r e 10re we ge t tlng t he 
noney f r ot.a to pay f or tnis? 

lie just ge t it out of the generul expenses of 
opera ting tru,t Grapni c Sectio n fo r t he time belng . 

I thought socebody said we we r e eoing to s Ave five 
thousand dollars . 

••ell, "'~ t I tulkea to 01J nny Bell a bout is t h is, Lnd 
he 1 s pr omised to get together 11'1 th Spr.ngler t.nd with 
:ne - Sp~>ngler's of t he 1-ivision of Printing - End t he 
i d ea ts to a nnul every periodical public&tio n that 
we can tlu·t costs mo ney th~> t' s pr inted , end i ncor,Jor a te 
tae inf orma tion lnto this Bullet in, a nd use tha t money ; 
a na tnere are a :u.lf dozen o r mort! of t hose publica
tio ns . hnd one o f the tnines he ' s consider ing is that 
.ve reduce the daily Treasury s t n teLJent t o u single 
sneet embrucint what is now on pages one , t.vo, a nd 
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three - on a single sheet . hnd t hen all this 
occasional informati on thut we put into the 
daily statement a t different d a tes in the month -
all of i t would go into thls Bulletin, and we 
would save qui~c a bit of money on printing the 
daily Tr easur1 stat ement . 
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I've got an idea . You fellows way just throw up your 
Yrws in holy horror . I don ' t see why the so-celled 
d~ily statement shouldn ' t come out every llonday . I 
don ' t th~nk anybody looks a t it. 

Jh, they look at lt . 

wvery day? 

Yes . 

\'<ell, besides you, l'tho doe:~? 

I can only spe~ f or myself; I ~lways l ooked a t it . 

The A . P. - the U. ? . send out figures every day . 

I know, but I rnea n jus t whst good is it? 

That a ll depends . aome l ong stretches you don't use 
anything ; some stretcrtes ••• 

You t nink every lolonday woulan ' t do? 

One va lue of havl.ng it every day i s t o forcibly Keep 
tne boolueeping up t o date . 

fi ell, I ' m not going to a r gue t:ith you. 

But I dv thinK we can cut 
tv a singl e sheet. Nould 
i t costs now t o print 1 t . 
her e . 

that dally st~ tement down 
cost only a third of what 
Use a ll t he rest of it 

There ' s one tning thvt George sends me which isn' t 
in her e . I'd l ike to see it. Th~t•s his inventory 
figure which he 1 s developed here . He has an inven
tory figure . 

That ' s - there ' s so:ae of tha t material he felt we 
weren't free to ••• 

\ 
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.. r e "e fre e t o use th&t m~tterir.l'? I.Jon • t 1\'e get it 

.Ln confidence? 

::e can ask - tell them - ask e lich o f these corup~nies, 
~uy we won t t o give 1 t ou t as a compost te figure , 
for inst ance . 

'l hi s coart uere . . • . 

','/el l now, yo u see, on cherts , :.lr . Secr etf.. r l' , Bl nyas ' s 
~ivision is a bottleneck . 

uhOS<! aivis i o n? 

But\Y:>.S . They ' r~ slo .. . '.. hey 1 r e very good , but they 
in~ist on tuAing their time. ~s~ecially o n this 
first. une , ohi.:rl we 're go ing t v get out as fast as 
,,e co.n, .vc 1 ve cut c ha r t s dov. n to E mini mum . 

rlow mt. ny courts? 

Don • t plan t o ha ve more the n three . I l': no1v the 
trouble I' m going to huve up t here . 

I t hinK some o f these things , especially on receipts 
e nu expena i tures - t cke this :me, for instt.nce, you 
see . 

l.es . 

v f c ours .: , 11' y ou hto VE t ne bubble . . . Just let ' s 
lOo)A once - ttL.r.« o f socetllillb tm:: t• s new . 

I ' o.:. lik e to put tm. t t & ble in some tille. 

I t' s in the annual report . 

Yes , it's in the annua l r epor t . 

I • m trying to tltink of something new • 

.. e •ve left out Scv ines llonds figures just f or the 
time being, b ecause l'te nuve trouble putti ng them 
~n ~ compbr a ble ba sis . 

(Turning through book ol' ch a rts ke;>t up by lolr. 
riaas ' s o ffice) Those ore other peo ple ' s charts . 
Those ~ren ' t ori ginal with us . 

Luffleld: llo . 
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'!'hose oren 1 t or i ginal wi th u s . 

No.v , financing, snort-term m:mey - tha t • s all Federal 
Reserve s tuff, i sn ' t it? 

Yes . l'le ca n hnv e o t abl<! v ery much like this some
times . 

"ell, thl\ t gets into tneir stuff. 

.. e r a n into a nothf. r thing : circul:; tion of United 
~t&tes money . The Federal Reserve Bulletin snows 
tm. t thing in a l l t ne d et::il te ~ant t o show it. 
They sh:J7: 1 t e ve ry month . 

l'ri.!es - thot 1 s no thing - l .nean the 

Not., d<>rry uhit .: hbS sugcesteo s ever a l t vbles that 
woul11 cove r s ome of tt1i s s tuff, but he s a i d he 
aiun 't have it reouy this month. 

l<o·:t , of course, thure ' s 1 lot of' i nfor mati :m there 
th&t beers on the general e conomic situation tha t 
we 1 r e not - we na ven ' t a nything thEl t bears on the 
generc.l econo:ntc situ~ ti :m except our r eceipt s e nd 
ex;enditures figur~s . 

.. ell ..• 

~nd the trouble w1tn this o t her is the t it uoesn't 
a ny of it belong t o us ~nJ thLt invent ory th1ng, you 
see, woul.:i be Just one item in the gener~<l business 
jlicture . 

lhere is " gooa chert. 

That is a good c hert . 

!low listen, I think rea lty t he silv er - make ~ -
will you mo:ke a note? 

::.ilve r a cquisitions e nd movements . We'll ha ve the 
ftfl ures on .: t. 

Now I ' m going to ask for on e chart. 

... u r igbt. 
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You 11ant t ha t chart . 

:/ell, I think so, with a ll tnis silve r s tuff. Yes . 

'l nen we ol'ant tt1u t bubble chhrt a nd sup;>orting t a bles . 

Now, this silver - I meun tnis rmlf here, H~rbert. 
l don 't tni nk •.•• 

Thi s one here? 

.1ell , I was really t hlllJ(ing of tnis one. I v.as 
t hinking o f tnat on e there . 

Uh- hWl. 

I d on ' t ,{DOH . 

Tnl't uoesn• t snow ) OUT r t.tio . 

.lhE. t ? 

'Ih• t coesn' t siiO•'I your r a tio . 

This does . 

ilo . 

Thls does . 

Tru. t snows the sources . 

~nts s h;, .. .> t o t;.l a c-.u1s1t.ions - Purc i'lase ~ct -
ne·.;ly - n.ined ..... 

It. c..:>Gsn •t sno·~ t !le N:tio t u tne t o tul monet~ ry 
d t .;>l.!d: . 

'l' he1· ~ i s ;.n e ther ch" rt liKe th1 t; Ar chie ' s go t 1 t. 

'lh~ot ' s Hlu, t I .vunt. 

'i.:>u .. a nt t !le r u tio cna r t . 

I. w::.n t tnt r a tio c llllrt . 

~ilver-iolu r &t io c ha rt . 
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I .•~ nt the r a tio c:hsrt . Thht ' s the one I ~<ant . 

.. e co.>ulo t r.ke " line cm.rt ~ona show t hem botn, 
SilO\'/ bo t h things, tt1e ~c4uisitions ~nd the r <> tlo . 

Here •. e ~:> re: lo!onettrV Stock of Gold ana Silve r -

"" tlo . 
Yes, tnls i s exsctly the one . That ' s e xac t l y the 

one . 

How .:.b;,u t silver certificates? 

Yes . l!e ' ve ~;ot figur es on 1t . 

~hat ' s a .uestion of c1rculction of United States 

:uoney . But t nose t"o thi nGs ... 
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'• nis is ,•,ha t I want . I t hought I <~llS looltillll at it . 

'lhis .-ne nere . 

Ye::s . 

~·h:.. t 1 s tne one I I'IP nt . 

Yes , yes . 

;1e cLn uo tlu. t r or you. I ttno•• r ign t ·•here to go 

t o gtt th~o t . 

u(;ll , here it is • 

I ~e:..n in bl:..c~ ~nti white . 

" ell , nero: it i s . You ' r o; going to give ce th:.t :nd 

tne bubble clu:rt. I mevn those are ne•v . 

xes , yes . '-CtLb lly ,, . ., ou&nt to le&d e~oc:. secti"'n 

:>f tile r e;>ort nl th ont: ch;.rt a~ lei' st . 

I hope so:De time v:e can do it . I don ' t know. 

I tniM .:. t tha t - no•• • ilhen do you think tuiS will 

come out? 

'.I. hey t old me th~o t forty pages t hey coulo do in 48 
nours . Tnis is going t o run closer to 60 now. 
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'hho ls "they" ? 

Reseerch and St a tist ics • 

Cberley Bell, HbaS ' s :.dmlnis tro t1 ve a ssistant , under 
wuom Ba nyas f:orks . '.'ie 're going to nave ::bout 6 J 
p .. gcs, a nd we 're going to give t hem some of t he 
,wges t his week . 

','/ha t roetllod you going to use? 

Photo-lithogr aph . 

Is t ht.t :.ha t they have ups t a irs? H~ ve they got tile 
lithogn ph'? You 1 re not going to use mi meogrcph? 

~~n ' t ml~eo~rFph charts , uno pno to-lithograpn ls 
<c bettet· process - oo it on bc. t ter ;>&per . t.r..d ·.~., 
<:~on s t~ r t ..... 

rlo11 muny people a r·e the r e up tnere? 

I d o n ' t itnow. 

"hat I 11 &s thi1.king of i s - is he going t o use h 
~hotost<tic machine? 

r tt s e pho t ograpnic process . 

You <{now, the b i ggest bluepr int shop in t he 11orlc 
is over a t Procurement . 

·•ell, blueprint wouldn ' t do u s a ny good . 

I wonder if you couldn ' t d l vide up - if you hltd the 
chart blueprinted •... 

lhey .nt y UIJ ve photoli thing over ther e . 

The bisgcst plant in the ·.orld is over a t Procur<oaent . 
•·hy don 't you try it? 

~: e may bo ::ble t o use t hem . 

I mea n on the charts - a blueprint on a white piece 
of paper . 
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Yes . 

:..hey cvn do 1t so it turns up black o n white . 

X'es, tha t would be ve ry f i ne . 

nnd tney h~ove tha t . 111ey coula - they c ould do 
the chart part. 
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I ' ~ ~fr~io tn~ t pr ocess is pr e tty slow wnen it comes 
to running t hem in <.uont ity . 'l'his runs just li~e a 
press, a n automatic press . 

:icy d.:m ' t y ou l ook a t 1 t ? 

X' es . Yes . .:ell , ;;.s t o t l..me , I should s ay tm t lt 
.•. a1 oe tnro midale of next 11eek before ~.-e can g et 
onythinf out . Th<Jt will be :bout t he 25th, 26th . 

You t olu Ht.rry he hao to ha ve his s tuff al l r eady by 
Mond«y . 

By Jondt.y, yes . 

Le t ' s try t o co ib -couldn' t you get s ome of this 
stuff going? 

1 t nink ;.e c an. I t ' s a t, ues t i on of getting o~a" 
p~ging LCCUrately , 

HE ve you go t the d~y of t he front pages? 

.~e just tho;,:ght, a t the time llr. Gt.ston went r.wc.y -
jus t say: "Treas~a"y Bulletin - Office of t he 
5ecr.,t;,ry - J .:nut.ry, 1939 . " 

llu t "" do think there ought t o be &n introductory 
stutement of s ome sor t o r other , signed by you . 

I thinA you oue ht t o give an introductory s t a tement. 

I t hink .ve mentio neu 1 t before . 

That i t's s tuff 11e m.ve e t our o1m d isposal; we ' d 
like to n& ve the public bhve it. In it, I would say 
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thi s: we ' d be v ery gl ad t o r eceive sugge s tions f or 
impr ovement . 

Sure . 

I 1d ~ut tha t in. 

Yes , yes . 

~ee? How many copies yo u thinking of g etting out 
fo r the fir s t? 

.. e •ve mentiu ned 5JJ . 

I th~r.k b e t t er lu ve & t hou s&nd • .nu t? 

G:..s t .>n: Yes . 

vufflel d : 

d . .. :. Jr : 

H.: .. Jr: 

Gust .>n: 

H .. J. Jr: 

L.uffleld : 

H •• : .Jr: 

I don 1 t t nin.!< ::e ' l l r un int o eny diffi c ulty ,,itn 
t he Con.u.i ttee:; of Congress on this, especially if 
we vutli ne a pl !i n t o t hew 1' o r printing it l a ttr out 
o f genera l o.pvropri~tions . 

Yo u cun teoll t uem t ht. t i L 1 s going t o come t o t hem 
soone r or 1: t e r so t hey ccn pass on 1 t . 

o. hetevt:r Co.ru:;ittee - coe~ebody ought to go up on t he 
:Iil l ~nd explc in it l n t..;. vt.nce . 

&ut we ' ll hev e to hh ve L thousund, bec~use ~s soon 
t s tnis tni"<: cor.:es out Lnd t ner e .is noti ce o f it 
ln t h e pG.pers , we will begin t o ,;et re..,ues t s ~:p on 
t r." Hill . 

:J<..ke t. no t e tal.< t ~omebouy shoul a go up on t he Hi l l. 
.. ould yo u b e l'lilline t o do tha t , nerbert? 

Yes . Yes . 

Lxpl !iin it to t he Sena t e a nd Bouse . 

I think I - I aon 't know whethe r ae have to clear 
this thing witn Centrd St li tis tica l Boaru . But ;ve 
ought to tell t nem who t ~e ' re doing . 

.lell, why don' t y ou? 
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Yes . It isn' t 1nterpret~t1on of st&tistics . That 
'":>ula be toe Print i ng .::ollWii tto:~e we «ant t o tal k t o 
on tois . 

I t hink I •d do thut this '1/eel, , beforE: we get t oo f r. r . 

r t nink so . 

The bubble chart a nd tne other , the silve r - gold 
rr. tio - t hose toings Noulu be s ooe thing ne11 . 

'lhere is one point on ?:nich s ome till:e ne may -'<nt 
to ~sk ::our help . We don ' t h~.ve in this uu:nmy 
c .. :; t you looked 11t r.ny goou d et<.1l of r ev enue by 
sources e11cil c:.onth, end that ' s 'becE-use t he collec
t i ·:>n figures Lr e a little slo11 getting in for a 
bulletin tha t .;e we.nt t o try to get out s o:ue time 
suortly after t.1e 15th; a nd I believe that 1f t ney -
t uey ' ri <.~o t ueir ruail, say , once ~-. .Dontn, tney could 
&et S0:11ething for US . 

Fine . 

••e •ll see nhbt " e c urr do ourselves . 

<.1ey Chn use Gov ernmen t t elegr cpn . 

I 1 ll. .;ee i f I c<. n sork t ht- t out . 

Gove.-m.ent telegr~opo ::o~olo bring t h£t t hing in . 
I tte£n '11 these cities e re hooked up ,;1th t he 
telegr ::pn - y .·u o(OOA' , t ha t 1 s the 'lil\ole syste m of 
Govern:rent telegr apn, 1>nich is f ree: J..r ort , licvy , 
v ObS t GU£ r~ - tney ' Vl got it all . 

I t hitut t ueir sys te<ll now - I 1 m not s1,\;ee- I t hink 
i t ' s t oe t ent h o f the month th~t theyTt o close 
th"'t tili ng u,> t nd. g ., t it IO&ileri to Scnoenema n. 
'lhen tney n<ove t o put J.t together . tcr e . 

Regraded Unclassified



£2 

Approximately l/16/39 

I showed the enclosures mentioned i n Arthur 
Sulzberger's letter to the President and the Presi dent 
sai d that he had seen it, but that there •.vas nothing 
that he could do about it. I then mailed the inclosures 
back t o Arthur Sulzberger without any comment. 
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Janunry 16, 19J9. 

f er the r ecord 

Th" _ecret.u:' asl.cc! the fre:ddcl't too:~~ how he could be 
0 ""' ::o~t ro1!" to the President dur~n" tl c next tr.o years . 

7nc J r csi c;e,t t·o~licd tha t tlcro T;cro tTto r.ajor !)roll c:r.:s 
r )r:f•-c"tir · tl.c countr;· - (1 ) r cc·•ction of uncnrlo;"'-<mt , ond 
t -; , --:.or e cc..·.it.ul.l P tii£ t r ibl:t i on oi i ncor.o , an<.· tl~.at t lJe 
~c~cttt: co•U.• h"l!" rros t b:• cont r ib> t : 1 1: t o t he solution of 

t I OC t'I:O 1'unc'on•mt~l f•rObl mrs . 

In l.io convcr untion ni t h tl'e fro~idont tho Secret""' told 
0 t! C 1-lw ._tr . Fo.rron ttnd he r.ero TiOTki r.t_ on . !he pl an WCS 
or tr.e • ut l i c .:et:.lth ~~rvicc to ttt,ake over" H3,ccrst orm, r:.al:o 

; cu-c~~~l :nrve!· of t~e- heclth o.;. 211 the ci..il<.rcn , then to 
::u- 1:. iu at.L.vcr ... ood ir qu.:-u.,t i t:_· and vcri cty .,;as r.eccssar.r 
to br!.r. _ ~.:: t :ar._! o!' t.J1c children ur to a do:Ji r able stf.n6nrd 
o;· 1 eclth llitj t ! ,(l t.ii o! &deqUllte !'ood c.n<" r .. edieal attention; 
t: ,..r. to ·ot:.. r. rc! c; ted S'Jl"VC:.J"s ~o soo ,.he. t the pr ocrrun accon
·11 ~he<i ir. tl e 1.o;,· of :l.ri:prove~ healt h of t he chilCr cn . The 
. ec:·ctn-:· stntc<l the.\. the fr esident tho~~:,ht t ho plan was an 
~:·ccllent one. 

The .;c..cr .. ~tn~ , nftc r eJ.\ '1 n_; cn.roful thou ·ht to t !1e rt£t.t cr 
~r·, • l:i ~ r or ert vncntior , e.nd aft<lr tall in.; d th the rTesiC:ent , 
·ccil:c · tc cot c<:J.tratc his attent ion upon t zeys 11nd ncar.s of 

r ·"c·· r U..'"l'!il:-lo:lf".cl t . In pursu~rce of t.hrt objcct..i \·e, he was 
o;t to cir ;:;, to t l cr carefully ar.<l ,;r A<.'uall.y a SJO.all .;:roll!' 

l" co;-.P .. Ert, 3!.r corc r ersor.:;: - ir.torest ed i n oht.airiti,C r esults 
: r 1-:ill' n to 1.orlt r.1 trout cre<ii t or rublicH~· for treir 
~ 'C"l"'tf: . fbo :r'0 \1 ' "' TiOulC ex~.J"''..im:-, p.nc nos::dt.~ initiPte , and 
rcl n ·f'··t~lC',- M!' "'lO r Or !''!' D"'OScl.S dc:;i .-r.f'd to r educe unenpl 0)- 
"'!1 nt . 
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INTER O FFICE COMMUNICATION 

DATE 

CONFIDENTIAL 

January 16, ~ 

TO 

Subject: 

Secretar~entbau 

:·r. Ha~ 

The Busi ness Si tuation, 
lfeek ending January 14, 1939 

Summary 

(1) 

Some~hat lees optimiem over the bueiness outlook than 

was in evidence at the end of 193S has recently become 

~~osrent. Sneoulative markets here and abroad have recently 

turned weaker but eho~ed some improvement on Saturday; the 

volume ot i ncoming orders is relatively low; and busi ness 

Activity currently is somewhat below the high level reached 

enrly in Deoe~ber . 

(2) 

A decline ot eeverel points in the FRB adjusted i ndex 

t or J pnuery is indicated as a probability by current levels 

ot Potivity end new orders in steel and textiles, the two 

~ost i 'l!DOrtent indu str1es. 

(3) 

I n t he business outlook tor 1939, the impaot of the 

foreign situation on domestic prices er.d industrial activity 

re nsins t he principal disturbing factor. Foreign defla tionary 

i nfluences anparently etill perslet, e.nd exports durtng 

.love'llber, seasonally adjusted, continued to decline . 

(4) 

) 

Cornorstion i nventories at the end or 193S are likely to 

be lower than at the end or any other year since 1935· Govern

ment soend1ng under the P\VA program , t ogether with the i ncreas

i ng volume or residential building under FHA encouragement , 

will therefore be oper ating agains t an exceptionally f avorable 

do~eetic background in counteracting unfavorable f oreign 

i nfluence e. 
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The present business situation 

Tho year begins with business activity somewhat below 
the ?eal: reached ear l y in December (Bee Chart 1), with sp ecu
l r t 1ve mnr kets weakening in this country and abr oad, and with 
somewhat lees op timism over the business outloolt for 1939 t han 
wpa an~arent near the end of last year. 

f6 

Industrial production, after having increased to reach an 
apnr oxl r.ll'. te balance with demand at t he end of 193S, now gives 
1..d1ct\tlon of a probable decline during J anuary. Ne~' Orders, 
nrrticular ly for steel and textile pr oducts, fell off mar kedly 
dur1nt: t he latter part of Uoveober and remained rather low 
tnrou(h December. ( See Chart 2 . ) '.'lh1le t his decline a t t he 
end of t he yPar was partly seasonal , new orders have not i mproved 
1n Januar y so far and are not l i kely t o improve so long as the 
~ction of the speculative mar kets r emains discouraging. The 
recent low levels of orders will doubtless affect u roduction during 
.::muar ?' , and tend to prevent the upt urn in ti'.at mont h which 
\"ould oe necessary to maintain t he FRB seasonally adjusted 
index at t he December level. 

Decline indicated in J anuary index 

A declir\e of several pointe in the FRB index for Januar y 
eppears rather clearly indicated by recent trends in t h e 
steel and textile industries, which together make up nearly 
~ ner cent of the total weight i n t he FRB index . The 
pdjucted index of i ron a nd steel production i n December 
drop~ed t o 101 from t he November figure of 109 . To hold at 
t !'.e 101 t1gure during Januar:r , t he rate of s t eel operations 
"'Ould have to average about 59 per cent of capacity during 
Jcnuar . . The current level of new steel order s (See Chart 3) 
does not eugf est a January rate of operations higher· tcan 
Pc out 50 per cent. This r ate, i f maintained during t he month, 
would drop t he FP~ iron and steel i ndex to about g7, which 
wouln reduce the combined FRB adJusted i ndex by about 2.8 
pointe . 

Cotton mill activity shows inconclusive evidence of improvement 
du1•1ng J anuary, whereas a eeaeonnl increase of 14 per cent 
rtould be necessary to maintain the FRB adJusted cotton index 
at the December level . Print cloth mille are somewhat over
s tocked with finished goods , according to trade reports; new 
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0~~ere ~ve shown but little i mpr ovement. It cotton goode 

t raducti on during J anuary aver ages the December level , it 

~oul~ Ptfect a reduction ot about 1. 2 ooints in the combined 

-:e index. 

A . eneral decline during December in new orders reor es ont ed 

!n our i~dex tends to confirm the outlook tor some set bpok in 

bu•lne•e Pctl vity 1n Janua ry. The weekl y index avere2ed 76. 1 

(nrell, int> ry ) in Dece1nber, · ee oomnared with an averege ot 94. 3 

1j Nove~ber. Tha t oart ot the index reoresented by steel orders 

'ecl ined to 25.0 i n December from 30 .1 i n November, while the 

textile component decl ined t o 11 . 3 from 21.2. Some part ot 

t.ls reduction i n new orders , however, may be attribut ed to 

e ·• ~cnrl influences. 

Stock orioes t urn downward 

A decl i ni ng trend ot stock prices dur ing the f irst halt 

of Jenur r y , whi ch carri ed the Dow-J ones i ndus trial stock ~verege 

-o~n to the level ot early December, has been r ather unsettl i ng 

to bu•lness senti ment. The decl i ne wee not confined to mar kets 

in tl.le countr y , but was sccomoenied by a weakening ot stock 

~rices cbroed. During t he past week the decl ine extended also 

to tlte com ~odi ty mt> rkets in t his country and t>broad, but some 

1 ~~~ve~ent i n both stooks end commodi t i e s occurred on Saturday. 

I n r prt , t he downturn reoresents a reaction from the 

ootl"'lEm oreveil ing dur1nt !>eo,. .. ,ber, when e r ise in stock pri ces 

·~~ r ceomnEnied by e aubst entiel increa se in the volume ot 

c Pcul~ ~ive buying. Security lonna to brokers and dealers 

''et'e exrended <.l uring t his oerlod from a low ot $705 ,000 ,000 i n 

: t,p •ee.t ended tlove'llber 23 t o .;s4a,ooo ,ooo in the week ended 

ec~"ber 28. A further sham ri se t o ;?884 ,000,000 occurred 

•urln~ the week ended J anua r y 4, when the recent peek in orices 

c• ee t tbliehed . 

Yl th the marke t foundation weakened by specula t ive buying , 

•tock orices hAve becooe more vulnerable to for ei gn infl uences, 

"Pl·ticulfrly wi th resoect t o war unoerts lnties end weakness ln 

•ore1gn currenci es . ll'h1le r ecent emergency action by British 

"onete ry author i t ies shoul d serve to strengt hen the oosltlon ot 

sterlin~ in the for e i gn exchange me rke t e , it hes eo tar done 

11• -le '!lore then orevent fur the r declines (See Chert 4), end 

in eny event h~s not removed the underlying causes of t he earlier 

--•r:ness . The :low-Jones i ndex of co m'1cdity futures nrices 

(s~wn on the chart) bPs tur ned downward t his week after a 

-, riod of fit•mnes~ . 
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Export trend continues down 

Exports from the United States declined more than 

seasonally in November, reaching a total of $252,231,000 in 

that mon th, including re-exports, as compared with 

$~(7,928,000 in October. Lear tobacco, dried fruita , 

machinery, chemical products, crude petroleum, and copper 

beaded the list of products showing greatest drops from 

t he October export values. 

08 

This marks a continuation or the decline in the under

l yi ng export trend previousl y revealed by the seasonally 

adJus ted exports index or the Department or Commerce. 

(See Chart 5.) The trend had been obscured in the actual 

dollar figures tor earlier months by the usual tall upturn 

in exports ot agricultural products , tor which allowance i s 

~~~ade in t he seasonally-adjusted index. The adjustment !actors 

used by the Depart ment or Commer ce, based on a veragee tor 

the per iod 1921 t o 1931, are nearly i dentical wit h those 

indica ted by averages tor the 5- year period 1933 t o 1937. 

British exports, i n contrast to t hose or the United 

States, were a trifle higher (0 . 8 per oent) in November 

t han in October, whioh the London Financial Times character

izes as •an unusual , t hough alight, gain. • Bri t1sh imports 

were 1 . 3 per cent lower than in October. Our i mports during 

:lovember were slightly lower, but the decline was leas than 

seasonal according to calculations of the Department of 

Commerce, hence t he adjusted index (Bee Chart 5) showed 

a snall upturn. 

Low inventories , high oonatryction awards, 

favor business trend 

An outstanding favorable f actor i n the 1939 businese 

outlook is t he current low l evel or industrial inventories, 

whi ch will operate strongly against any extended business 

setback. Corporation executives in most linea seem t o have 

made gr eater than usual efforts to show low i nventories on 

t heir December 31 balance sheets, partly because of their 

unfortunate experience with heavy i nventories a year earlier, 

and partly because t he course of commodity prices during the 

second half of t he year offered l ittle encouragement tor 

the accumulation of inventories . 
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our tentative estimates (shown 1n Chart 6 ) suggest that 
tottl oorcor etion i nventories at the end ot t he year a re l ikely 
•o be even l ower than those at t he end or 1936, thou2h the 
e ~t1-:eted figures Mve ehown some tendenoy to flatten out in 
rece~t ~onthe . The trend is apparently confi rmed by da t e on 
co ercll"~ loans, which a re known to be closely associated 
· i·h the volu~e or inventories carried by coroor ati ons. Loans, 
p~ snown on the chart, have al so levelled out in recent months, 
• rter decl ining steadily during the eerlier oert or the yeer. 

A ~prked i ncrease in structural steel orders, exoected 
t" result from 9ublic works expenditures , i s likely to be a 
~trengthening f actor i n steel opera tions during 1939. I t i 8 
eP t l :nE> t ed by the Journal or Commerce tM t Federal ourcheee 8 
of steel t h i s yePr, exoect ed t o totel above ~250 ,000 , 000 , 
•111 r ecount for ebout S ~er cent of the oreeent s teel oekin2 
c• · pc1ty of the industry . -

~eevy construction awar ds du ring December ( See Chart 7) 
rose to t he hi ghest level or eny Dece:uber since 1927 , retlect-
1n~ l<herply incre~> sed awards tor P1VA orojects . The uptur n in 
LePvy cons truction contracts during e arlier months had already 
b~ught a rise in structural steel orders during October am 
.:ove ober , es shown in the lower section or the chert . Orders 
hrve not yet reeched the levels of early 1937 , however, desoi te 
t~e l~rger volume of nublic projects, owing to e large opr t or 
:~e 1nor ee se i n nrojects co~1ng under the clessiticet1ons or 
At r Pet s , hig~weys, sewerage, ~nd water orojects, whi ch involve 
relrtively little structure! steel. '.Yh1le s seasonal let-down 
1n structural steel or ders nrobebly occurr ed du ri ng December, 
Jur.~lng f r om steel trade reports, the trpde exoects e rising 
crenc of or ders during J~>nuary . 

?Pr Plleling t he uoturn in structural steel or ders , new 
orrer~ for lumber h~ve risen during the letter nart of the 
yenr i n re enonse to the m~ked l~nrovement in residential 
construction . '.Y1th lumber uroduc t 1on rel,o t1vely low in role
t1on t o new or der s , si~iler to the s i tuation 1n J~nusry 1937 
•n~ Jp~uery 1938 , A rising trend of lumber oroduct i on seems 
1nc\1ceted . 

The E' . .w. 'Jodge t1 gure s tor December show e oer ked uo
:urn 1n totpl constr uction awards to 1>n aggregate value or 
3 ·9 ,439,000 , 1>8 comoer ed with 3301,679 ,000 in November, 

ocrtly refle cting thi! Jenue ry 1 deadline pl eced on p;A or oject s . 
In comosrison with December 1937, oubl i cly-owned oroJ ects 
lncreesed to )279 , 403 ,000 trom $115,053 , 000 , while u~1vetely
owned contr f\c t s increased only to {0110 ,036, 000 fro m .,94,397 ,000 . 
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Residential awards in December declined somewhat, 

but probably lese than the usual seasonal percentage. 

The total or $91, 539 ,000 for that month co~aree with 

~95 , 253 ,000 i n November and with a peak or '112,673,000 

i n October. 

The current business trend 

Business activity, as measured by the preliminary 

!lew Yor k Times index, rose 1.1 pointe to 93· 5 in the 

week ended January 7, gaini ng back most of its holiday 

loss, and a pproaching its 1938 peak of 9~ .~ tor the week 

ended December 10 . Harked increases in cotton mill 

activity, automobile production, and lumber production 

were partly offset by a large decline in 1 all other• 

carloadings. All or the other components or the index 

showed slight gains . That this rise may be temporary 

ls indicated by the decline esti mated tor the adJusted 

index or steel ingot production, the only one now avail

able for the week ended January 1~. The preliminary 

figure stands at 78.0, as compared with 80.6 for the 

week ended January 7• 
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Chart 1 

HEAVY CONSTRUCTION CONTRACTS 
AND STRUCTURAL STEEL ORDERS 
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January 16, 1939. 

· ear Parryt 

l<>l' probabl y- noted the preae r e port t id e 1:00rning or the 
rurcbl•e by t:_e Chilean Go...,~nt r...... amany or 20 d i ea•l 
d:i·Jcn •.: aina . 

'inca t he ~bll.ean r OYarn:ent plana elrtAIUI1Ye purcbuea 
?' -a rhl nery and eqllil"""nt !or her elaborate ""blic wortta 
~ro , .,..., , it would he intereet 1nv, to know why the United f tatea 
- ar.u!acturera ... re una' l& to obtain t heee orda r l! . I am par
•.t cnl3rly 1nter eet.ed in le &.rnin~ whether the conditions which 
l ed ~~~ he 1-uainaas being g1 ve n to Qerr..any are such as .Ul 
· ravely hand icap our - anufacturer e f ro!". obt.eininr- a reasonable 
e~.are of Chi le's atlditional purchases or equipment and <"&chj nery. 
n.., pr ess report " tated t ha t the Chilean r,o,.rnment placed the 
order w\ t.h l e,.,any in accortl ance wi t h a lready exiati M "cor.>pan~ 
83t!on" arran emento by which Chile bertera nitrate , copper a nd 
other pr oducts for ~erman ~anuractured oode . 

fl nce. a s you know. ~be c;~eation or credits to : hU e My 
c"'"e •lP ror diocuasion soon, it occur& to r a t hat it .,o~ld be 
wnr t!nrhl la to ~.ave a ca bleG report ! r or ;yon.r Comercial Attach<! 
w' iclo WO<;l d i ve U ~ ~he hackrTound and t \'.e facta Of t~.e purchaee 
o' t ra l ne rrot Ce~. 

incerel,y, 

"he !'o~orable 

1't.e ~ eere tary or Co'":nerce~ 

aahtn.gt.on , u. c. 

' 
I • • 

t-ILE COPY 
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99 
TREASURY DEPARTMENT 

f I I 
INTO O,.CE COMMU NICATlON 

• ••• , .J-.:r, 14, 1831 

To 

I . B. Ba4lq 

t hr•t=•••k period Dtcwbtr II· 1g. Sbrmzch iMMn lf. liU 

CoJ>tlav.lDC \ll.e -apwari 110.,..eat 'lhlch t\ar\ecl at \11.1 encl of Joy•ber, 

lbe &<>.,..,...,, tiCOI.riV Mrlalt •llltaiu4 a tina tou clarlJa& the \ll.re~ 

... I< p.rlod ...UDC .Jazm&17 lt. '!Ill prbclpal 1 U. of lateree\ atfeoUac 

\he gonn~~~~en\ urlal\ .wae \11.1 Pre11clellt1 t lnade•t -...... .J-o.t\ prior to 

\he aeela&lt \11.1 •rlalt Mrlalcl U-, llolt COll\1JmH llpftri t-clla\eq f o1-

peri od. 

Dur1D« \11.1 1aat waek (encl1DC .Ja:/1011.17 1'), \ll.e •rkl\ wa• UIJI1Rill7 

quiet the tlra\ fft cla7• llolt '"-• aocllrateq actin aM. t1ra \11.1 lett 

tbrae . !ra cl1ac wae well llal-cl uc1 clMlera blpn \o rebuild \ll.elr por~ 

folloa which ba4 cleol1 .. 4 \o a.lnt.. prcpor\lou . Por\follo• ba4 bell> 

reduced 11> npplJ iiiC coutcot~r cliUllcl ucl par tl7 aa llltOU'IllCI ... iaa\ &ll7 

•:r.opatbatlc reacUoa t o ..U.euea \ll.reat.Uac 1a o ther _.-uto •• • reAl t 

ot lbe UJ>Certauu .. of \ll.e t orelp piottare, 

l or \ht \hN .. WHk perlo4 &! a wholt, !rtt!!!'l boa4t plu4 aA !Y!E!fl 

2f 6{32z>dt, wb1le fnt!wz ut .. (wb1ch ba4 lhon cl1aproportlollatl pial Jut 

Prior t o DK•ber lM aa a Nault of opna\loaa b7 the .... "' 17•'-) li11 

V32Dd pobt, O.U.rlll\eM obllp\leaa lhoft4 aa annce pia of <&/3'1Ma. 
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n.. anrec• price of all Treal'<lr)' bollda 1e DOw at the bishaat lenl 1a 

,.., Ja&rl (J&Jmai'J, 1937). 

trea!Ul'l billa coptlaue ex-tr.aell •cars• iu the aa.rte\, ucl price• 

ot all ouhtandlQ& 111uea ban been quoted abon par durtac the enUre 

period. Daowld for tax aToldanca and ;year end atat .. ant p11rpoaea, to-

_, lj 

cothtr wi th repla<>aent requlraenh of the lle .. r n S;vtta, ba• been ,.... 

sponlible f or t hua record h1&b prtc••· !he la•t thraa oftar1a&t ot !reart.r7 

b1lh b;v the Traatur)' ba'Yt bean awarded at a'ftraca prlou tl1chU7 abon par. 

Dttler•' pgrVoliot 

Dealer•' portfolio• han abo"" a nat redncUon ot •aa .UUon cln.rlDC 

lho three-nell: period. Bowner, durinc the weak endlDC Dec a bar 31, bold

la«t 1ncraatad about $30 a1111on to a portfolio of $117 million, fraa which 

api o t\arted to 1>1ll.ld 1q> their bold1Q&t. !he principal cb&DC• cln.riDC the 

period waa a reduction of about .16 mill1ol1 in Treaeur;v bondt. One dealer 

(D1ocOUDt CorporaUon) account• for precUcallJ all of the holdin«t ot 

fNaiUI'J b1llt and abort !real'<lr)' DOteo wb.1cb aake 1q> •53 a1111on of the 

$63 million holdi~~&• of all the .,.alert. 

(ln allllont of dollaro) 

Boldiaco BoldiJICI 
Rto. at Jy, lf ht Cb•pg 

TroaiUI'J bonda 22.3 6.0 - 16. 3 
TroaiUI'J notu (1 ;year) 40.3 33.0 - ?.3 

TreaiUI'J 11otu (1-5 ,.. • • ) ..... -3.9 .. 1.1 

TrMIUI'Jblllt at. a 3).1 - 4.? 

a. o. L. c. bolide 1 . 0 8.3 - 1.'7 

r. r. 11. c. 'tollda ...LL ..Qd_ - I. a 
8'7.1 63.'7 - 23.4 
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De&lare• •,.•race UJ.l7 ~nr (puchuaa pl1la aalaa) haa 'beea abcnr.\ 

$138 1111Uoa, o! wbicb allov.\ t15 alllloa -• la bMftJ7 lloa4e. 711r \1M 

.,_ 01 a whole , claaler ,.ol- -• appro:da\al7 t40 lllllloa, o! wbicb 

flt liUUoa wu ta beau, $13 lllllloa 1a ao\ea aa4 $6 lllllloa MCil 1a par

aalfK ollllpUoaa u4 !rMftJ7 liUh, 

lp lt9vllz leqtt 

In corpora\a h..,.• were coa!lae4 alaoa\ aa\1rel7 \o prha \11 aalaa 

.mnac U.o porlod. A •315 a1ll1CIIl l1CIIl4 h..,a o! cut .. S.nlca c..,~ aoU 

pr1 .. lfl7 oa Dee•1>er ao .a4e up Ula llallt of \he u.r .. wealr:a' \o\al. !be 

.Uaace of approxtaa\al7 $? alllloa coaala\o4 of \wo c r \hroo ..all 1a01l0a. 

!1M Cllll)' a ow !1JlUC1a& of aJ17 ooaooquaco achodlllo4 f or tile uar 

futuro 1o • propoao4 .'70 alllloa houo of u'bea\llreo liT Ior\11 Jaari

~. whlcb ~ 'be ot!arH. ~~~~ tile wooJt aow cvra\. 

Cpmora\t hrf Merkl' 

Corpora\o oOC1lri u .. allowe4 ccaa14ora1>lo abuoaa 1a prioe ~~~~ \he 

tire\ \wo wllka o! \ho par1c4, llv.\ l.,.ole4 oft 1a \he laa\ weolt w1 \II a 

oliCll\ \aa4MC)' !or oocca4 u4 lower erato 'MD4a, oapacWl7 ralla, \o UC. 

lor \lit por1o4 ao a 'tlbolo, htcb erato h..,ao nacho4 aow all \!Ae 11141l• 

1K b7 11141u\r1ala u4 •Ul1Uoa, ! or whlcb \hero -• coaa14arabl o laftat

aea\ '-"4. A.U ralla aUa1ao4 \he htcboa\ l.,.ol ailloo Marcb, lt38. 

S.Coll4 'ra4o h..,.o raacho4 \ho hi&)lea\ pola\ olact s.p\ea'ber, 113'7 • '-' 

10114 ott alip\}7 !l"Qa \hh pola\ la \he laa\ !ow 4a)'a. la11 boala aho1l1l4 

... ..,. piaa of a1>oa\ 1. polab, 10\lll \loa lJ-1/1 polala, aal taaa\riala 

1~7/8 poiah, 

~ c·r - -

• 
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'Die olll7 aartet tl'NiaacUooa tor 'h'aaw.ey innatment acccunta 4uring 

u,. u.r.e n eJca eocUog JaJ~UjtJ')' 14, 1939, were U.. pv.rchaau of $350,000 

and $48,000 'h'a&8UJ'7 bolide t or accOWit of UD1 ted. Statu Rov.ai.ng Au \bon tr 

ao4 D. C. !eachan :a.u..-ent J'w>d., rnpecUnl;y. 

Ad.cUt1ooal 1Dnatmeoh 1o 'RfC1al 2f pot!a nr. aad.e tor accOWit of 

Gonmaoot Life lnw.raoca Jllod., bringing the t otal of U..ee apecial ootee 

oow hole! bJ thia aeeOWit t o $7 ,900,000. 

ltd•ral Bt••rv• Sz!t!l J&eoup' 

Ot the $163,884,000 total bill aaturitiee of the laat thr.a weete , 

t.he burn baol< replaced. $101 , 210,000 wi th •artoua fr.&8UJ'7 bUll (all 

purehued at par) aod the balance w1 t.h $62,674,000 n.r1ou.a fraaaur;y ootea. 

ot tho tact that the on 'h'ea8UJ'7 otteriogo were awardee! at par or better, 

tho Open llarket Ooaaitt" aade prodaioo tor peno.itting bill hold1oca to 

nuo ott w1 thout replae-nt whao au.ch replae .. eot beeCIDn cU!!ical t. R~ 

ner, tho ST•t• bae oot taken adY&Dtace ot thh authorisation. 

In ant1c1pat1oo of the $66, 830,000 fra&8UJ'7 bill aaturi tr of the ea.rraot 

n elt, the 118earYe bk. baa purcbaead $17 ,000,000 ot Yarloua traaw.ey ootee. 
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WORKS PROGRESS ADMINISTRATION 
w~ o n•c••_,,....,.,.. 

1n.t NEW YOft.tC AV'INUC NW. 
WASHINGTON. D . C. 

January 16, 1939 

llr. Willlaa B. lleReyuoldll 
1da1n1strat1~e Assistant to the S.oretarT 
Treasury Depu-t.ent 
Washington, D. c. 
IC1 dear llr. llcRe7QOlds: 

In accordance with your telephonic request, 
I aa forwarding herewith two statements, one shoring 
the estimated Works Progress Adminilltration eaplo,.ent 
in June 1939 under a def'iciencr appropriation of' 
$725 ,000,000. This ia the list whi ch you requested. 

In addition, for purposes or comparison, 
rou may be interested in the second list which gi vee 
emplo711ent figures on the basis of' a deficiency appro
priation of' ;875,000,000. 

BY SPECI£1 IIESSENGER 

• 1(. oe 
Assistant 1da1n1strator 
Chief' Sn&inear 
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Ell t!'A DIPLO'IIIl!IIT IIi J1lll! 19.39 
Jan\lAZ711, 1939 

::'krtciDiCY APPiif:I'Rl.lTlOII at I 725 IIILLIOII '!/ 

..,.slllc 1.1:0~ ~~1 .. DU1.rl!NI.iCD ot - 1D u. s. .. rel Statal 

~u-· "" ... -~ JINil o.ad !bat. .t.rb1U.1'7 Dil-.... ot 
...... 110,U.0 ~~' 111~ !loc&rd t.o SoUcnal lDoroaMO 

lo ~o<d l)>liJII lllntar llont.ba • 

---- ~or- EaUaat.d 30"1!!!!t l9J9 
StoiA 

80Dt. lllduct.ial> 
December ·-· t'roa-
ll. 19')8 -·ll -

atw-1l TO'! AI ) , oe:l,300 1, 930,000 1,151, 300 

ll•- 61., 500 )8,500 :o,ooo 
IJ'U.M& 

11,400 ?,100 4, 300 

Arlcl.niAI 49, '1X> )1, 300 15,600 

c;ol1I o:nlA UB, 500 ?4,'JOO 44,300 

(4101'140 
;n, 800 19,'1X> 11,900 

CcllnOCtiCut. 28,'1X> lS, lOO 10,800 

w...,.. 4, 000 2,500 1,500 

!ll>trlct. o! Col,..bil 1),800 8,600 5,200 

Florlda 52,1,1)0 )2, 800 19,600 

Ooor'(i.l 6) ,500 .)9,800 2), '100 

lt.l>o 11,100 ?,000 4,100 

DUDoil 241,000 151,000 90,000 

!liiiUM 85,800 5),800 )2,000 

I- Jl,500 19,'100 11,800 

v.naa• )6,900 2),100 1), 800 

Kent.uclq 67, 000 42, 000 25, 000 

LouJ.ol.&nA 5),100 )),300 19,800 

ll>lne 10,900 6,800 4,100 

v.arylozlll 19, 500 12,200 ?,300 

U&astchuaotta 127, 900 80,100 4?,800 

llicJ>4&n 145, 500 91,100 54,400 

Winne Iota 66,500 41, ?00 24, 800 

lUn1u1pp1 48,500 )0, 400 18,100 

~IOV1 109,100 68, 300 1,0,800 

lion~ 20,600 12,900 ?,?00 

l>ebr&ol<a 2?, 800 1?, 1,1)0 10, 400 

t.:e1Ua 2,600 1,600 1, 000 

ll<w ~llhl.N U,.2CXJ 7, 000 4,200 

... .lorMJ 10),000 64,500 )8, 500 

r.n t:uioo u , 800 7, 400 4, /P) 

!dow !orilt C1t:r 179, 600 112,500 6?,100 

~ ... York (Ex.NIC) 66,000 41,/P) 24,600 

~ort.h CoroliD& 53, 900 )), 800 20,100 

llort.b Dakota 15,100 9,500 5,600 

<ll1o 261, 200 16),600 97, 600 

<ll<lol\- 69,500 43. 500 26,000 

Oro am 19,300 12,100 ? , 200 

-71....U.. 261, 500 16), 800 97. '100 

llhode Iolo.ad 16, 400 10, 300 6,100 

Swt.h 8&roUJ>A 43, 600 2?,300 16,300 

s .. u, llok01.6 16, 000 10, 000 6,000 

teme1M1 5),500 )), 500 20,000 

f•xa.• 112,300 ?0,300 42, 000 

Ut.ah 14, 900 9,300 5, 600 

V•l'WIIQt. 8,200 5,100 ) ,100 

Viz'cl.oio ;n, 600 19,800 11, 800 

~ 5), 300 »,400 19, 900 

.. ot. V1rc:IAia 50,200 Jl, 500 1.8, ?00 

W1ac-1D 78,'1X> 49, 400 29,500 
~ 4.800 , ,ooo 1,800 
~ ) , 100 1,900 1, 200 

iJ1!Md!~.,..llt. ... pro~~ B..-iiOd b7 ~~ .. or tfA ~. 
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:cs 
Jll!'l)l.t.tlll UOOcriiii IW liP& lJIPL01II!ft 
VJilllt lli1ICUSCl .lPPROPIIUtiCJI OF ·~S IIILLIIJI J/ 
U~ Tbot toloUn D1etrlboUOD ot J...S 1A 
tbo snoral Stotee eoou-• "" Preo""t Bo.olo 

Totol. !a~!.!!~ !!ii2wea~ JUDe 1212 
State •ploJ- OO.lloo -t- Jaber t.._ 

~ber ll ll!e•ber Jl 

QaAJID tOTAL J , OBl,)OO 2,?00,000 )81, 300 

AJ.ob- 61,500 5),900 7,600 
Ar1.aotla 11,400 10,000 1,400 
Arkantu 49,900 43,700 6 ,200 
C.Hfornia 118,500 103,8:Xl 14,700 
Coloredo 31,8JO 27, 900 ),900 

CoGtltCt.iC\lt 28,900 2S,)OO ),600 

Del&nre 4,000 ),500 soo 
Diltrict or Colu.bia. l), IIJO 12, 100 1,700 
nort~ 52,400 45,900 6,500 
Coorc;l.a 6),500 55,600 7,900 

Idaho 11,100 9, 700 1,UJO 
l ll1A01o 241,000 2U,200 29,8l0 

la4W>a 8S,8:l0 7S,200 10,600 

Iowa 31, 500 27,600 ),900 

!:IAI*' )6,900 )2,300 4,600 

JCtDt\lC.kJ' 67,000 511,700 11,300 
Loublt.na 53, 100 ~.500 6,600 

M&1M 10,900 9,600 1,300 
ll&f7b ,od 19,500 17, 100 2,AOO 

Afaahchutette 127,900 112,100 1S,8l0 

N1ch1can 145,500 l27,SOO 18,000 

Mii'UliJOta 66,5<.'0 SS.300 8,200 
ltinl,181pp1 411,500 42,SOO 6,000 

111111our1 109,100 9S,600 13,SOO 

Montana 20,600 18, 100 2,SOO 

h'bruka 27. 8:lO 21.,400 3,.400 

!ltTtd.& 2,600 2,300 300 

Jew Bupeb1N 11,200 9,Sl0 1,400 

It• JerMJ 103,000 90, 300 12,700 

••• ¥u1co 11,8l0 10,300 1,SOO 

lew tork Clt.J 179,600 157,400 22,200 

a .. torlt (zx. n cJ 66,000 57,8:Xl 8,200 

Jort.b CarollDa 53,900 47,200 6,700 

Jfortb DU:ota 15,100 1),200 1,900 

Oh1o 261,200 228,900 32,300 

01<1•- 69,500 60, 900 8,600 

Ore con 19,300 16,900 2,1.00 

PenntylYmi& 261,500 229,100 32,@ 

fthodit IllaDd lh,400 14,400 2,000 

south CeroUna 4),600 311,:00 s,400 

S.Ou t.b tlt.k.o tA. 16,000 14,000 2,000 

Ttnn411tt 53,500 ~.900 600 

Texa1 U2, 300 911,400 13, 900 

Uteb 14,900 1),100 1, 8:)0 

,.r.~Lt. 8,200 7,200 1,000 

t1rc1Al.& )1,600 27,700 ) , 900 

I UbiJI&t<>o 5),300 ~.700 12,600 

... t UrciJll.a 50,200 44,000 6,200 

lleoooab 78,900 69,100 9, 8l0 

l)aWic 4,8l0 4,200 600 

»:m l • l • od! l:li i:l! M3 
IDcladta .-p~ on pNJect.e f1.DaDcld 'D7 tnAirer of 
. ,. tucla. 

J-rJ 11, 19)9 Regraded Unclassified
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Our llr. Secretary: 

f'EDERAL RESERVE BANK 

01" NIEWYORK 

January 1.4, 19.39. 

The =a.rket he.s been quite bare or new orreri.DSS of corporate ae
euri ties si nce tbe begi.nnill;! of the year 1 and there are still no 5igNI or 
an ~e•lY increaaa i n such financing. No s i zable i ssues are 1n registration 
oth~r than t4 , ~')(),000 Central l.laina Power C011pan,y bolllls and $105,000,000 
llorth wri ean Coapaey debentures end pref erred stock, lllld neither is being 

~:~~~r'<eted at the end of its 20-ds;r waiting period. 

This week's activity consisted or a small stock i ssue and a printe 
sal e t ? insurance companies or bonds or a paper company, totaling t5,.3SO,OOO, 
and about tll,.300,000 of l!lll111c i pal bond awards . 

Announcement was also mc da duri ng the week of two more private 
a• lea of securities consummated in 19.38• t :<o,ooo ,ooo by the R. J. Reynolds 
Tobacco Compaey, and $12,000, 000 by the Sun Oil Compeey. These belated 
addi tions to the data for last yasr bring issues for new capital in 19.38 to 
$8:>0,000 ,000 and for refundi"6 to about $1, .305 ,0001 000. The forcer is 
;.;oo,ooo,ooo below; tbe latter t ;o, ooo, OOO above the corresponding figures 

ror 19.37. 

11blle new corporate i ssues ere not forthcoaln6 at the ao""nt, 
there 1e ao~oe belief that, when the reeults of annual audits are a•ailab1e 
for uee in connection rltb registrati on statements , a substantial • o1UII8 or 
Cinancing d ll be ready. On tho otber hand 1 fUnds are still reported t o be 
acCUllu1ating in the bands of insurance companies, sevino;s banks and other 
potential 1n•estors, and this situation aay be reflected in tbe goYernment 

aecuri ty market. 

Ron. Ranry llorgentb.au, Jr., 
Sacretary or the THasury1 

TH&aury Depar·t.unt, 
ll'aebington, D.C. 

Yours faithtul ly, 

_:..:w.l:!!!i Sproul, 
, . / .First Vice Preeident. 

' 

0 

. ' 
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.. .. TELEG At S Wr 

~ht: tclcgra~ must bE 
I)]:>~ t.~.r l 'a~·a:.r1.ras Ed bE
Cot'' b ·J r • .r ' v" municatEd ... . -' ' 
t c ~~nst> .... ~E ,t.>rJ 

.\' E "'A <;SY 

RIO DE JANEIRO (BRAZIL) 

12 

COlli"'DE:'TIAL ;;"OR SCOTT EII 

Janunr y 16, 1939 

8 p . m • 

In a ccorda ncE with rEquEst contained in the 

-,, ., 
_.., \) 

ttltgr"m s tnt the Presid Ent by PrESident Vargns , and in 

~cco:>dancE vtith my r ECEnt tElE(:rom to you wi th rEgard 

t o Ar~nha ' s visit hEre, I am stndins you t hE suggrstrd 

,genda for t he discussions to t okE placE i n .. !ns hi ngton , 

"au will sEE thst the qucs tion~ outlined f a l l into tno 

3En Ernl hEadings, thos e list Ed undEr hEndinb "A" to b e 

t· kEn up <ti t h Arl'.nh!l by t h t DEportment of Sts tE end t hosE 

li s t ed under hE!':ding " B" t o be t aken up by Ar anhs dirtctly 

•·•I tl' the SEcrEtr.ry of t he ':'r t•sury. 

A, (1) Consi dEr'1 t1."1' •lf t h E 'l!~l'nt~ i n r•l'..ich the 

ficvtrrl!I'J F!'\t c f t hE trn .~..t~ i :; t;r,l!:O !il"'.;f "> E ".l:.. l ~ t ..., -: ot:pEr!\ tE 

'1'11 th t he 8r i"\ZiJ.i 'l'1 GUV~l ru:t':r t: i n :'JU.; h 11.'l~i":t-: "~ ';h.t l~~tEr 

mo.y d r oir£ in connec t ion "l th the l3roz111:m progr~~: of 

n•t ionol defEnse. ThEsE discussions may cov er poi nts 

'1lrcady r oisEG by the Brozil1~n Government ~d ~uch other 

poi nts a s the arazili~n Government mcy dEsirE to pro~o~E . 
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CA --2--12 to Rio • • 

(~) Cur>:>mt tradt . A revitw of trcdt rEla t i ons i n 

~11, • rt-•·• l:c t . ··;hangt matt trs . 

( ~I Coop~rqtion and dtvtlopmtnt of Br azilian 

r esourc es and compl ontntnry trade. Tht long-run pos s i 

b111tits i n this fitl d art subst~ntial . Thtv would 

include : 

(a) the possibility of cooperati on and 

~soistanct of agricultural experts ; 

(h) progrtss or tht dtvclopmcnt of t ht 

hydrographic servicE by American 

techni cians; 

(o) pos,iblE joint study of t hE stntus 

of thE growth and d evelopment of 

certain complemEntary products , such 

as rubber, oiticia otl, manganese and 

h~rdTIOOdS . 

( 4) Shippi ng . 

( 5 ) Air mail; Pen Amtricnn servicE and for eign 

compcti tors . 

( 6) Ra.di o progr ams . 

( '7) REfugEE problems. 

(8) Cooptr::ttion btt>!Etn Brazil and thE UnitEd 

s:~tcs <dth regard to EXpEditing a pacific solution of 

the Pcruvian- Ecuadortan boundary dispute . 
( 9) 
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(9 ) ThE Brazilian dEbt situntion (FEdEral , stntE 

·md municipal.) 

(10) ThE prospEct of furthcr investment of 

Americ"n privatE capital in Brazil ~nd in th~t connEct ion 

' "Y specific probl Ems th~t ~rE currEnt ~s regards thE 

trc~tmEnt of American enterprisEs in Brazil (lEgislativE 

action effEcting foreign banks , insurancE compcnics , 

public utiliti£3 . ) 

~ . r.roup I . Stcps contcmol ntcd by th, Brnzili~n 

GoVErnment to nlltvi~.t E thE Existing cxch•.ngt position. 

Sptoific 'lction v1hich thin Govcrnmcnt could t 'lkE to 

~s~ ist thc Br azilian Govcrnmcnt in clcnr ing up thE cxist

ing 'lrrcnrs . 

Group II . StEps conte~platcd by the Brazilian 

Ooverrmcnt to Establish n Ccntrcl Bank; an estimate of 

the 'lmount of resErves in gold, forcign cxchnn&E or the 

equi\·• lcnt •.•hich the ccntr"ll Snnk •.:ould rcqqirc, ti ther 

tn t he form of CEntr~l S'lnk r eserves or a st~bilizction 

tund . i'cthods by t!hich thE Brczili~n Government plans 

to crEa te and maintain the~£ reserves . Specific action 

•.•hich this Gov EPnmtnt mi ght takE to help crc:>te immtdi~tE 

r tscrves or to .,snist i n the gradual achievemEnt of thE 

desired objEctivEs , including methods providing for 

:ontinuins cooperat i on bctrJeen the t,-o treasuries . 

Group III. 
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CA --4--12 to Rio ,, 

Group III . ThE long r ungE development pr ogr am of 

the Br~zilinn Government , Estimate of ~ounts of foreign 

m~teri•.ls whi ch \71ll be r equi red to corry out thi s pro

gr~m . Entimnt£ of thE Effect on the Brozilion bnl cnce of 

p".ymtnto position, Proposed methods of fin:mcing pur

ch~sts of foreign materials , It is understood c~~t the 

contcmpl '\ttd mEthods ere those ,.,hich would ~vE the sm<lll

est immediate impoct on the cxtern~l position of the 

"lilrtis , Specific action v:hich this GovernmEnt might toke 

to f •cilitnt E thE dEVElomrotnt Of this program, 

In ordEr for thi :~ Government to h~vt o complEt E 

undErst'\nding of thEse problems , the bal~ncE of p'\ymtnts 

position for 1 939 end ensuing yt•.rs should b c thoroughly 

discussed ns well cs the ~nticipot rd effects of the pro

posed measures on future YE~rs. 

This Government undtrstonds t~~t in ordEr to 

c~rry out the vorious cspccts of '\ comprehensive progr·~, 

l'lrgt ~ounts of money uil l ~o. ve to be contributEd locolly, 

For cxnmpl E, o long- r'lngE dcv clopmrnt progr~.m <!ill doubt

less require l c r g E cxpcnditureo for l ocal mater ials and 

l'lbor, It v1ould be dts i rcble to hwc inform:;ti on cs to 

the methods pr opos ed by thE brczlli~n Government to 

finoncc both the cxternol and i ntErnol port i ons of thE 

progrnm beccusc of thei r joint effect on the budgetary 

'lnd govcrnmcnt'l i ndebt edness posit i on of the Br~zill 'ln 

Government . Please 
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PleasE inform tht h\ininttr thc. t this Gove r nmEnt ia 

looking for m:.rd n i th t h t grt'\ttct s r.t 1ofac t1on to tht 

opportunity 1·thi ch h i s vi sit will afford for thE d i s 

cuaaion of :>.11 protams. i n 1·:hich thE two Oovtrnmmts 

h'\VE ~ co~on interest . If thtrE orE ony furthEr points 

beyond tbos t obovE indi c '\ttd, ~.nd r:h1ch in Ar:J.nbo 1 s 

opinion could bE usEfully t oken up durin& tb£ timE of 

his viait , pltos E obt•.in =uch '\ddition-.1 ougztotiona 

from him ond ttltGroph mt occordinGly. 

U 5'. Fli3 SS 

HULL 

S\1 
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Plt:IS E inform thE Mi n1otcr th:~t thi s GovErnmEnt io 

looking foruc.rd •11th thE grE'\ ttot aa t i of:\ction to the 

opportunity \'Thich his vis i t will ~ford for the di s 

cuooion of a ll pro'bllll:!s i n Y:hich the tr~o Govcrnmmts 

h~vE ~ common intErEst. If thErE arE any further pointo 

beyond those above indic :~tcd , '\nd t:hich in Arnnha. 1 s 

opi nion could b£ uscfully t c.kcn up durill{; the t im£ of 

his vioit , pleas E obt '\1n ouch '\dditiona l ougbcotiono 

from him a nd tclccraph me a ccordinGlY• 

U S .. Fii'3 SS 

HULL 

S\1 
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Pereonal 

Dear Henrr: 

THE UNDER SECRETARY OF' STATE 

WASHINGTON 

Januar7 17, 19~9 

In aooordanoe with Jour requeet I take 

pleasure in tranem1tting herewith a confiden

tial telegraa wb1ob wae sent yeeterda)' to the 

Embauy in Rio de Janeiro outlining the pointe 

which JOU euggeeted 1111gbt be taken up for dis

ouse1on during the time of Aranba 1 e v1e1t to 

Washington. 

Believe me 

Eno. 
Telegram 

to Rio. 

'l'be Honorable 

ver1 since 

Henrr llorgenthau, Jr., 
Seor etarr of the Treasury . 

• 

Regraded Unclassified



, .. 4 
- ·-

.......... 
fta* ,.. t•r ,..r ~••r ef 1-., l'PUI 

18d .. ut • .-w ., ........... u. ...... . 
....., u ..... .,_, .. ..... -w.M ......... 

•- en u ••n•• ..,.... 111r. u a '• .s.n w 

\ 

- · .... , .. u ... 

Regraded Unclassified



_:s 

.......... 
iMl•IAI a -.r et tM •• • .. \a '••rl=• 
....., u as. • ,_,,. asa -\AUM ._ ..... 

. •- en U•m••'-~ llr. u rt •• .taU k 

~-

\ 

• 

..... .... " .. u ... 

... l'o_re\&17 ., Mate. 

Regraded Unclassified



......... 
..- ,.. ,., ,_ s.t•r f/6 ,, • .., 1.,. 

181'1•1• •..,. •t \lie •" • • \118 '•rrtm· 

....... la ..... ~lft .... -···- .Fl ... 
,._. ter 61. ,..-~ lllr• 1 t •e ..._., k 

~: 

lioft, -r •llMo ...... -,..~., ...... 

:16 

' ' 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER Ol'l'ICE COMMUNICATION 

OATK 

TO SPcrete ry x orgenthcu 

!.lr. V:it1t e 

1. Un H ed Stete~ exoorta decl i ned 1n 19 38 ; s o tlld the ex-
or;;s of o:nPr leaC.1ng c oun t.r1ee except F~ance and Swltzerle nd. 

:..,!"er.~~ 

~-·1 t zerlRnd 
::n!ted S ~~~ te~ 
•toed<'n 
r:e r:·o r lands 
: e :' ua.ny 1/ 
•:'11 t r d K!n, dom 
Cfn'1.ia 
; f/)" n 2/ 
r.!'~e'l tf:\8 

~~~orts of L6 aQ1ng Countries 
Percentage CMn..f.e 19 38 from~ 

J a n'!!' ry - Novembt>r 

+ 26 
+ 2 .. 
~ 

9 
9 

- 11 
- 15 
- 19 
- 41 

' "l t 1 t ehou ld l:e no ted th,; t 
\ 1 oveu.~er fro.JJ thr S!>fflf! month 

oth~ r 1· t>d1n t c ountry. 

t~,e d ecline 1r :lUI' ex<.c :-t~ 
of 1937 r.as 1· r!ft!r then ror 

::~lted States 
cer.IP"ny rr-
;..:-~e:l t i na 
~&:18d8 
Jap-n y 
3r;eden 
.'etre r lantl s 
Uni t ed Kin "dom 
S•· l tzerl.A nd 
!'ranee 

Elt"? Or ts of Ll'lldln Count r1e s 
Pe rcentage ChPn. e 19'8 fro~ l9>7 

~ber 

- 20 
=-rg 
- 15 
- 13 

g 

~ 
5 

+ 28 

: 17 

• 
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•ecretn ry o .:-genth au - 2 

~. tur 1moorts in l93S declined mort> t ha n t he i mports of 

' "' 1', n1 n.- C"'un try. 

··nH•d Stat e s -·- -, 
~.~r.J n ;;:t 

~ n:ue 
~· l t ze r .i.hnd 
· ·., 1i.td Kingdom 
e~-~ r _c nds 
.r, e Jtlna 
·.·eden · 

I mports of Leading Countrie s 
Pe rcentage Change 193g from 1937 

Ja nua ry - November 
- ;g 

:n 
- 11 

9 
g 

+ ~ 
+ ll 

• . ut tr.e decl i ne 1 n our i mports l n Hovembe r f rom Scn·m~r 

:;1~1 "' • .u•tcCt less. 

,-. • n !:/ 
"""nr ds 
.. r.1tPd S ~ate e 
" nit•d tin d om 
Arren t!.na ~ 
S'li'l tzerlf nd 
·:e ~ .e r lr-nds 

erueny Y 
Fr•• nee 
:;v.pde n 

I mnorte of Leedin~ Countrie s 
Peroentas e Chsn~e 193S from 1937 

}lo:LeJDbe r 

- 29 
- 2 1 
- 21 
~ 
- 19 

9 
9 
3-
2 

+ 3 

aetnlled u~~~yeis end exolanFtlon of cha nges i n ~orld 
1:1 ~·;13B will oe prepa red a s e<oon as we r ec e ive December 
flb~res f or several l m.,ortan t c ountrie s . 

~ • en m-:>n ths 
J r: r ter Germany 

:18 

' 
• 
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DEPARTMENT OF STATE 

WASHINGTON /; . 
In r eply ref er to 
E1 893. 51/6750 

January 16. 1933 

Dear Wayne; 
I t hought you mi ght like t o have :tor your 

r ecorda a copy of t his cable relat~ng oonveraa

tiona between Leith-Roaa and Butterworth in regard 

t o f inancial relatione with China. I understand 

that t he Treasury is already :tully acquainted with 

i ts aubatance . 

Sincerely yours, 

Enclosure: 

llo . 14 of January 4 
from London. 

The Honorable 

Wayne 0. Taylor, 

Herbert Fete, 
Adviser on I nternational 

Economi c Affairs. 

( Aasi atant secreta.ry of the Treuury • 

/ .. ,- ·,~ f " 

' .,. 
I ~ ¥' f 
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SEcretary of Stat e , 

Washington, 

14, January 4 , 6 p, m, 

London 

DatEd January 4, 1939 

Reo 1 d 6 p, m. 

Embassy' s 1389, DecEmbEr 3 , 2 p , o , 

Lcith-Ross asktd Butt erworth to lunch with him &nd 

Hall- Patch to discuss t h E ChinEsE curr ency loan project 

and the fol lowi ns is his account of thE conv ers ati on of 

which thE DEpartmEnt may carE to appr i st t ht Trtasury, 

Ltith- Ross bEgan by rtfcrring to Bewley' s 

convtrsat1on wi t h Ass istant Stcretary Tayl or just b t forE 

Christmas and indicated that the PrimE Mi nisttr had just 

gi ven his agreement in principlE to a note bt!ng sent 

to t hE Un1ttd Statts which hE hoped would clarify the 

British posi tion somewhat but would agai n point out t ht 

importance of some paralltl acti on bting taken on th£ 

part of t ht Un1ttd Statts , 

In reply to a quEry I said that I di d not f t tl 

compet ent to txprtss any opi nion on t h£ qutst i on of 

poli cy i nvolved in any parallel action by tht t wo 

countries but I did point out thE d i spari ty bttwttn thE 

amounts 
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- 2- #14, January 41 6 p. m., from London. 

amounts of financ i al ass i stance rtndtrtd to the Chintst 

by tht British and tbt American Governments to date. 

Ltith- Ross thtn said h t hoped thtrt could bt tmbodi td 

in tht nott thE intimation that thE two contributions 

nted no t bt on a pound for pound basis; that the 

Bri t ish Oovtrnmtnt was willing to go ahEad nith thE 

projEct if both countri es took a hand in it and in that 

cas t both h E and Hall- Patch thought that thE reaction 

in Japan would b t restrainEd and tht effect salutary. \ 

They thEn emphasizEd how tht British had bourne thE 

main brunt of JapanEsE antagonism, hovt thEy had kEpt 

Hong Kong open d espite French suggestions to tht 

cont rary, hoff likely wa3 Japentst retaliation against 

their interEst s if they undertook t his ~atttr alone, 

end hon strategically the JapanesE wtrE placEd to 

r Etaliate . Leith- Ross further stated that the 

Chamberlain GovErnment ftartd that if thE JapanesE 

became aggr Essive a&ainst them , for example, i n the 

International Scttltmtnt thtre might bE a furthEr 

diminuti on of British prestig E with consequent political 

repErcussions at home . Both Hall- Patch and LEith-Ross 

felt that i f tht ChinesE acquired six million pounds 

C\r mort which ttould bt skillfully administered, i t would 

hold 
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hold the currency posit i on for some timE wi thout 

necessarily any lossEs occurring and that i t would 

"buck up" the ChinesE enormously. 

The tEntativE plan on the part of the Bri tish 

::.22 

3CtmS to be as follof!s : the Hong Kong- Shanghai Banking 

Corporation is willing to put up pounds fivE hundred 

thousand providEd thE British GovErnmEnt guarantees 

pounds tvto million fi v t l}undrEd thousand thE ChinESE 

banks to arrangE for their pounds thrt£ million 

contribution , The Hong Kong- Shanghai Banking Cor pa•ation, 

v1hich is alrEady opera tl.ng as a f i scal agent for thE 

Chines£ monEtary authorities , will continue to do so 

or at least have a "supervisory say" in thE usc of thE 

ensuing fund so as to prevent Chinese private 

manipulation. They askEd if in the event we agreed to 

come 1n, VI E could follon a s imilar procedure r:ith thE 

American banks or , i f that werE politically inEXpediEnt, 

wt would make an advance to tht Chinese Government or 

Bank of China and perhaps havE Young or somE one ElsE 

designated to supervi sE the operations for our 

protecti on. This thinking out loud YIBS folloTitd by a 

"chance" suggestion by Leith-Ross as to nbethcr, to 

obtain funds , fiE could makE on advanc e against so:nE of tht 

silver 
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silver htld i n t h e Fr ench and Bri t i sh Conc essi ons i n 

Tientsin. 

I did not EntEr i nto any di scussi on on the 

political aspEct of tht Uni ted Statts acqui r i ng an 

int Erest in thE British and Frtnch Concessions which 

was a lready n sourcE of frl otion tlith thE JapanesE 

but merely pointed out thE dtsirt or thE stabilizati on 

fund justifyi ng at some future timE to consi der 

purchases of s i l ver the possessi on of Vthich it could 

not ncquir e . 

I asked about vrhat other measures of ass i stance to 

Chino the British Government was prepared to undertakE 

and Ltith- Ross i ndica tEd thst about a quartEr of thE 

ntll pounds ten million uport cr edit tthlch would shortly 

b t pc ssEd by Parliammt \ISS bEing earmarkEd for China 

but that to dat e thE Chinese conti nued to be slon and 

intfflci Ent QbOUt putting for\/Crd \"torkabl E proj tC ts • 

In f act t h Ey ntr E sti ll tall<ing about long- term r oill:ay 

projects nhlch seEmed to him not really pr oductive 

enough in thE giv en circumotonccs . For exampl E they 

needEd oi l bcdly, Rt had proposed to then that they 

fly oil from Burma, o metter of only 600 milts ond by far 

the chtcptst ava i lablE mtthod of transportation, but 

so 
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so far nothing had come of !to Incidentally Hall - Patch 

11ho has recently returned from Pari s felt that tht 

French might bE induced to let mort stuff through French 

Indo-China. 

Leith- Ross said that the method of assisti ng China 

by penalizing J~pantst trade had also been careful ly 

considered, The Dominions 11ould h.•wt to bt brought into 

it nnd they r:ould ba thE hlll'dtst hit by any trod£ 11ar . 

The abrogat ion of existing cor.untrcinl trr.ntits and th£ 

imposing of cErtain oun! t i vt ~utits had not been ent i r ely 

ruled out as a possiblE method but they were disposed 

to movE cautiously in this matter and first stE VThat could 

be done to help China to help herself . 

I askEd Ltith-Ross about thE attitude of thE 

;)r i tish interests in China tottards measures nhicb might 

provoke Japanes e retaliation and he maintai ned that the 

more important British interests in China YltrE coming 

rapidly to t h e vi Efl that i t 1:ao bctt cr " to chancE a 

harder kick i n the pants now" than to endur e thE slow 

progress of attrition. Ht addtd that ht had recently 

received a nrivatE letter from Keswi ck of Jardi n£ 

Uathtson i n this sense. Hall- Patch indicate~ that 

whilE this was true of the large corporations , thE 

smaller Br i tish interests , r.luch might not b£ ablt to 

withdraw an i mmedi ate onslaught, 
Regraded Unclassified
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- 6- (/14 , January 41 6 p . m. , f r om London . 

thEy knEW tO thoSE thEy ltnEVI not of; hOWEVEr t h Ei r 

voicEo wtrE not loud in IJhi t Ehal l or 'iiEs tmi ni otcr . 

Inci d tntall y LEith- Ross ~ent1oned hE had had 

a rEcEnt ttltgra!ll from Tokyo to t h E effect that t hc 

JapanEse foreign Exchange problEm was growing morE 

acute and ExprEssing t hE view that ~1th1n 6 mont hs 

thty <tould bt in r cnl d 1 f.:'1cult 1 cs . I d i d not eathcr 

that !'all- Patch haC. had n cccosarily .'lodifitd thE 

opinion~ hE had ExprEssEd in '.iashin()ton. 

JOHNSOII 

RR :CSS 
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16\ll, wltll *loll J'Oil wn coo4 ODOIII6b \o 

OliOlooo 0 OOp)' Oft Oollle lloo l4o of 1~ 4\11. 

\o 111'. 'tatlor' o dMD.Uoa n• ll.o H\\11'110 oboiR 

101111U7' :!0\ll. 

Dr. ~rou, 
A4't'l- oa !lnoi'IIAtloaol JIKrr1o AtfdrO, 
ottloo Oft Soo~UT Oft S\oto, 

, ,.. , 
_,_ o 
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• Mr . Hanes : 

l/20/39 
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TREASURY DEPARTMENT 

INTD OII"'"'CS COMMU NICATlON 

DAft JMua%'7 16, 1939 

To The Secretary 

,. .. o.. l·tr. Ranee 

Purouant to your recent re~ueot , I em attaching 

hereto a memorandua reeei•ed from Oomm1aa1oner Rel.arlng, 

re,ortlag 011 the progres o made with rupeet to the otatu o 

o~ exe5Pt organi~ationa to vhlch aueat lonnatree haTe been 

rorvarded. 

J .vut+. 
' 

Regraded Unclassified
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:January lo , 1939. 

~!.!l'O,WIDI!l! tor Under Secretary Hanes : 

Referring to your memorandum or January 13, 1939, r equestioe 
• ro,ort on tho morning or :January 16 , 1939 on the progress male 
• I ~ ' respec t to the status or exem;>t or;~anlzationa t o which ques
t!o,nslrea hsve heretofore been forwarded, I beve to report aa fol-
Io••: 

C\lUt!<>nnelrea mailed tO organizations 
previously bald exempt 

~om~leted forms returned by 
orge ni zations 

:,fjd roma rece 1 ved since 
lest report 

Fonna returned by organize-
tiona stating organiza t ions 
dlooolved 

.,ueottonna1res returned un-
delivered by postal 
author! tiea 

Leaa forma subsequently 
del ivered and repllee re-
cetnd 

·~bar or queationneires not 
responded to by organizations 

Leae subsequent re apoaae s 

18 ,790 

84 

3,468 

_1!!. 

5 , 257 
---2 

ueatlonnalres completad by organizations 

Hilling atf lrtil&d or or gan 1za-
t lon no11 out ot buslneao 

2xompt1ono denied 
!Ueat1onll41ros not yet 
aoted upon 

18 ,874 

?. ,082 

3,387 
24 ,343 

5 ,254 

17,845 
126 

903 

Ot the 2,082 organiza t ions reported as d1aso1ved, 
~een closed after verification ot ~erger or dioso1ut1on. 
or ,91 ot!ll rema1ns awaiting action. 

29 ,597 

29,597 

18,874 

1B,8?4 

1,591 havo 
A balance 

Tho questionnaires returned undellvored by poatal authori ties 
(3,387 1:> tho abon tabulation) whlcb b&ve been 11oted in coanu.nloa
t !ona t o t he various collectors or Internal revenue aro In prooeaa 
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JjDIOltAIIIlOII t or Oll4ar S.U.Qr)- lluea : 

or bt1118 oloaa4 on 'h• raoalp' ot rapUaa trca oolleo\ora u to na 
reoulto ot tba1r lnnaUpUona. 'l'llua tar ot tbh niDbar 1,~ baTe 
~· oloaad on tba raoorda. ctuaaUonnalraa aot raapoadad \o b:y 
of!an1taUona and no' raturuad undall'rarad ( !l , l!M in tbe aboTa tabula
tion} are eUll baing held 1D tba a.r.au, 

-
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!()' cl.l&r llr. lie llt 

-11t1 ... Or'Mr e1ee o.-tia& the Proo11,._t Dh1a1= 

oCO>t &l.aa, u Y"" a-, Mrtda opeel.t1o pro'r1o1.,. ·-~ 
the ... thorlty tor •-oUdaUq the ,..,..hu1.nr; oot1'r1Uoo ot 

tho oo ... ~. 

Jt oppoan tbet IR1IOh 41lpl1oaUOD, partlolllorly 1.n the tlold, 

0011 be &Y01da4 117 the llt111aat1cm ot the pn,...t;ly orplli&ed 
otata ~t ot't1 .... Ia Grier, b-...r, that o ~lft 

Jmowlodp ..., be Mol ot the -'-rt ot purobulllg 11114 ,......_t 
uthltlM, 1t -u be ... .,. -'> opproolo~ 1t thero -u be 

obtai iiOd Ina - b ot the -lltlft d.,.n..oto, thrwcb yo~~r ofl

tloo, a t~lot1oa 1nd1oatlas the loootloa ot 0110b oot1'r1t1u, 
pora-1 o.plooyo4, ooot 11114, llriotly, the typo• ot o-.cli tloa 

purobe014. 

J t Wo llltoNAUOD - be .... •••ollal>lo to •• J tMl OliN 

that •-lldati- ..., be ottootod wldob will NOillt 1.n • 4lat~ 

••'f1ns• to the oow1 t. 

I ... ~ ' ...• • l. , 'h' II • i • 
.. 
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IE(AOOUA~TIRS 

TREASURY DEPARTMENT 

UNITED STATES COAST GUARD 

WASHINGTON 16 J&Z~~~arT, 1939. 

rroa: Specent, Bollf;)coll£, CbJ.Jla. 
fo 1 secret...,- of the '1'~. 

II .. Mfl• from Profe .. or liUck (BaipboJ~«). 

~ boxed Cbnrolet tn>ok:a 111 freipt ;var4e l\IJIDaD on 

JIZIUU7 10. Bap14 ..uo•~ l!aipbonc dook:a ahowect lllllCh lar~r tonnace 

than leet septaber, Chie~ conetruction materiale, raile end 

about 200 ttucltto auabled, 1Dcludill£ Studebell:er, Jord, Cbenolet. 

Cne frti1£l>t car labeled Soeclmen. Bail •terial eeen .., rout• to 

lllnnan. T~ ~ant ehippinc aircraft fectoey material retu.aed 

•Pf.C• account nature -t•rW. Af;&nt aW.t" eonetruction •terial 

&ey"Af reletecl to _,. with u.ception tl'llcl:a. tetuaed Standerd Oil 

lf;llnt report• ahor~ buDlcer •:r:ac• for oil ehipDente. Oil aleo 

thipPed by rail to lftD&81 border. Be lfanc Cb1nc 1'e1, p>.bl1c .. nti.

ment ooneidere him traitor aDd hie d1811l1 .. al etrengthene reoiet&llOB. 

People feel hie action ~ with new bec:colliD« loader 111 caae 

peeee COilll1lllmlted. 11u1g eW.tee he ... half hon .. t and half own 

intereet. 

:32 
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TREASU RY DEPARTMENT 

UNITED STATES COAST GUARD 

WASH IN GTON 16 Jw:aa:q, 1939. 

J'nl<>l l~t, Bonp=ong, (lbaa, 

to 1 1ec~ta17 of tM !reul:zT· 

lleuap frail Prot e .. or luck, (J&IIU&l')' 10 trooa KaiJi>oag). 

tozmage ~1CIIi Ka1 pbollg to l'UDMI1 October 1938 6409 tozla; 

Oct ober 1937, 3300 tou. l'irat tc ao~~tlw 1938, 40,000 tau; _. 

per iod 1937, 29,000, l'UDMI1 to BaiJi>ollf: Oct ober 1938, 1000 tone; 

October 1937, 1:l00 tona; firat ten montha 1938, 11, 200 tona. flret 

ten montha 1937, 10, 700 tona. flrat au daf• Jlonmber 1938, 142 

1oeded cara arrind 1\mllaJl and 27 1oa4K care depart-.!.. !raffic 

t U 1l larga~ 1mrard. Bending more racont data •• aoon aa poadble, 
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Clll•U 'IQ''' T 
WASBIJIQ!O. 

?a! at A B!A!KilU'l ! 0 U l ii&IIX)) J1Y Jll8 
JlXOli:LLl!IO'f m , Jl, a. m•o, l'RXIIU>DT or Tlii BJC&QU!IW 

YUAIJ , OlliJJIGIUJIG , CHU:A, a. l .UUAIIT 18, lllllio 

lor oYer • 7eer tbe lep.a••• aYthor1t1aa, d .. plta 

their ~••ur•no••• baY• -. .. data1a1nc all the reYeau .. , 

vlecl&ed t or deltt aerYhe, tbat baYe -.ea eoUMted 1a 

the u •• W>der t heir alUta17 ooeupaUon axeept for a 

ei nalo r .. i ttanee froa the Gban&hal Cueto .. laat lYae. 

In order t o •ke -ug the •-unte t hat ahould hne been 

r emitt ed froa t ho•• • r ••• the Chin••• Oovarnment baa 

edYanoed eltout 1?1 a1111oa dollare, The Central Bank 

134 

of Chin•, aoreoYer 1 baa proYided all the t ore1an axohenae 

re~ired, elthouah the la~eae haYe been 1nterfert nc 

wlth t he Chine•• ourreaq and f orol114r the aooeptanoe ol 

enerel t or• of Ten, aUHBJ7 end pupp<tt 11otN wtl1cb 

hu redYoed t he aoUectlone ln lapl~ Yalld ourrenc7 

on Whloh ob11aaUon• ot the Go Yar ... nt ora eeoured. 

l otwttbatandin& all ditfioultiee, t he CbinNa 

Oo Yer ament baa provided f or aar Yloa of China'• dabta 

ther eltJ d .. onetrettna the utaoat oone1darat1oa t or 

t he hol dara of ita obliaationa. 

UDder ex1at1na oonditione the China•• OoYe~at 

YeJ7 ra1uotant17 baa be .. f oro .. t o tba eonolualea that 

tbil Utuetioe 11aa lteao- too • o-lw• t o be oonUa.aH. 

tbe GoYer_. tllnafare ._. -.ea oliU&ed to raJ .. t the 

l aapeotor O.aeral of Cuata.a• raqueat t or • tart~ .. _ .. 
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····-·· ,.. fro• "'1• ••t•· bownu, tho 0o'JOJ1S8eat h 
prepared t o oat .. ldo la apaolal aooounta in t ho Cent ral 

Bank ot Cblaa • allaro of tho l oq tara do'bt aontoo, 

proportloneto t o t ho oo11oot1ona in tho .roo• not 

eubJoot t o lapanoao l ntorforoneo, of tho ro<Joeuoo 

plldlod to aU nob do'bto cnautandlna 'before tbo 

hol tl11t1••· lt 1a ho,.. that r .. lttanooa of tho 

•ban aUrlbuta'blo \o tba pladlod rnonu .. f roa tha 

er oaa undar lap anoao ailltary ooouPAt lon a17 a1ail&r• 

17 bo f or tlwloalq and tbat 1ntarferonoo with Chlnoao 1 

ourrono7 will ooaao a o that aor<J1oa of t h aaa do'bta 

aa;y 'bo dulJ .rraotod. Tbh a aaaura 11 a toapoU1'7 

arranc ... nt 1n " law ot proaont a'llaoraal o ond1 t1 ona. 

Tho Chino •• .llllltaaa70 

Waahtnaton0 l anulr)' 1 11, 18llll. 
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TREASURY DEPARTMENT -
INTUI: OP'I"'C& COMMU NfeAT10N 

.,.... J anuar7 16, 1939 

'l'he Secreta.ry 

Mr. Ranee 

I e t t&eh lterevi th & aemorandwo, vh1clt h 

ee1f-explanator7, concerning & oubJect vhlch ~ 

be of 1ntereot to 70u. 

' • 
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JM'Ilm'Y 16, 1939 

f.lr , HNiel 

l!r. Young~· 

P.e : Conference vith Mr . R. F. H. Borden , 
January 12, 1939, vi th reonect to a 
Hoce for J evioh Refu6eoo. • 

l!r. llorden, L:novilJ& that tho Preo!dent and t ho Secre
t~· of the Treaaury vere intereat ed i n the oreaent JeviL~ 
rer~ee ~roblen, hae been atte~,tins to aoeu;e an interview 
with the Preaident for aeveral daye to diocuaa thla oatter. 
:ro t oo yet havine; been able to secure t hie i nterviev, l·:r . 
3orden cal led u~on the Secretary of the Treaaury , vho vas 
out of town. Upon being r eferred to tho Off i ce of the Under 
St:'crete.ry , I :nPt :.!r . Borden for l·tr. Ho.nes on Janu.e.r:r 12th . 
I prea~e t hAt an ancillary r eaoon !or }tt. Borden calling 
u,on t ho Secretary of the Treaoury and upon Ur . Hanes vas to 
ex,edite the oecuring of an interview with the President . 

~tt. Borden own• cinet y per cent of the otoc~ of the 
C~irioui L~d I~rovecent CompN\Y , hi o attorney owning the 
other ten ner cent. 'Th.e Ch.1riqu1 Le.n4 IJ:roro'f'e::ient Co:::l?&DY' 
ovns e. , ro'gert y knovn as the Cb1 riou.1 '£state or Grant, located 
In t he veatern ?&Tt of the Re?Ublic of Pan~a and co~riein& 
~o-o t han five oillion acrea, extending fro~ the Atlantic 
Ocoan on t he nort h , acroas the I st h--uo of Pan83& to the Pacific 
Ocean on the south. This area, aecordi!l6 to Hr. Bor den, con
aiato of mountainoua terr itory on the Atlant ie oide, which i o 
rich in coal , oil , gold and other nineral deoooite, and of 
fertile rolling country on t he Pnc!f ic aide i deal tor gra•ine 
and "Gr icultural purpoaea. The climate 1o a healthflll one , 
and , i n f eet, ther e 1a a healt h resort already established 
on tho AtlMUc aide , whi ch hal been i noreuing in popularitY 
ond which baa been r eported faTorBblY by Ad=iral Byrd, vho 
st~ed t here for a period upon hio return fro= the Antartic. 

Mr. Eorden baa been eonlerr1ng vith Dr. Rooen and other 
ce~bero of t he Jevish Comciaoion i n Bev Yor~. I ncluding 
llr. Baruch, vith reapect to ua1D6 tbil property &o " hoDO 
tor J eviah r efugees . Mr. Borden atat ed that be h8d been ~ 

:.3 / 
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a ~doomo otter by t his group. 

The principal cooplicati~ factor ln thia aituatlon, 

81 
I underatand it , ie that the Chiriqui Grant ie the aite 

o! a nro~osed Atlant i c-Pacific canal· Such a canal , ac
cording to Mr. Borden, vho baa made a com,lete re,ort to 
tho Preoldent and t he me~bera of tho Forei6U At!alra Coo
cit tee on~ t he Interoceanic Canal• Committee of Conu-resa, 
vould be tar au,erior to the pro,osed NiePtOo~ Canel· 
::r. !orden dld not viah to close a deal vlth t ho Jeviab 
Co~iGolon 1! there vere any chance of a conflict between 
t!lat ,ro~"" end the yroposed canal pr0£1"11:> 1! the latter 
ahould materiallre. 
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W"ASHXNOTON, D . C. 

Washington, Jana ry 16th 19 39 . 

•lr . Archie Locheed 
Techinca l Adviser to the 
Secre tary of the Trea sury, 
.'lashing ton, DC . 

Mr . Wonne t has instructed 
me to sand you the enclosed copy of a teleg~am 
received by him f rom our Paris office, 1n comnsc
tion with the I ndo China Rll1lway, and r elated to the 
matto r ment1onned in our l e tter of December 22nd. 

Very sincerely yours, 
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Mobday , January 16th 19~9 . 

Laurent arri ved Indo China Janwary 12th, has been 

instructed by Bank of Indo China to t el egraph you 

d i r ect iny information or sugge stion concernaing 

r a ilway and transit atop Transit free now for 

everything includi ng motor trucks excepta specific 

war material Understand railway has ordered trucks 

deliverable two months do not believe America could 

deliver earlier. 

• 
Regraded Unclassified



l)ear llr. ()r ... lle.Wil 

Ill'• llo,.PD\bM baa uke4 
• \ o \ballk raa t or ••1141• hla 
lr· lloeen' • leU•• w1\h l\e 1 ... 
olo•IIJ'•· a. _. ~· wta 
.-h t nure•'· 

L s. ~10\s, 
Pn•••• s.."\ai'J 

lllr. £4war4 a. OreeaiMPI8, 
286 -..41.0il ......... 
••• Xorlt , .. x. 

.. 

\ 
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llr. llol'i;'ell'hell ha• a8ke4 
• t o tbaM JOil f o r ••ftdllllr bl• 
lr• Ro .. n• • l•U•r Yl~ 1 .. la-
~·lll'•• Be nA4 ~- Yltb 
~ l ntere••· 

SlnGerel7 roun , 

•. s. llo'•· Prl••'• S.OretarJ 

liJ'. £4urcl G. OretiiMwl, 
286 llla41 eon Aftllll8, 
II•• Xorlt , II. x. 

. ' 
1 
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..... llro Grl ' I 

•• Mnprthn a.. Mkel 
• '-' ,._. r• for unU• Ida 
......... ~··· wtU. l .. a.. 
dl ••• • ......... wl • .... ,., ...... 

' 
. . 

L •· n .... 
hlftle "IN~ 
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M a MOM NDUM P'ROM 

&D WAftD 8 . Gft RRN8AU M 
ZID MA.Dtk)H AVE"N U I! 

NI!W YOfUC CITY 

January 1:5, 19:59 

To !oil'. ,, orgenthau t 

The enolosed is self- explanatory. 

'11\on you cet a ohanoe t o "'ad it, I think 

it will pron interesting. 

B.S. G. 

Regraded Unclassified
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llr. 14war4 S. Oreeabawa 
Oreaab&ua, Wolff & %rllet 
285 Jla4J.IOn .b811ue 
Nn York, 1'. T. 

Dear llr . Oraenbauml 

......_ wn: ....... AL.I,. .... , • • 

J&nuaey 3, 1939 

1'be ancloeed cop7 of JQY aeaorandum t o llr. Jaretlld on tla 
Guiana proJect llllJ' be of 1nter"t to 70\1• 

Thla aeaor&ndum waa written attar Dr. llorton Iahn of the 
Cornell lla4J.caJ. Collece bu eho1m us ao•e motioa picturea on OUiana. 
While hia p1oturea were talc an 1n Dutch OU1ana. he clailleci t hat a1JD1lar 
conditione preYail in Britiah Quiana. 

I underatand that Dr. l!o'll'll&ll haa br&nde4 •• eo a def1n1hl7 
pro-Qu1ana partia&D. Thia 1a tar trolll belnc t he truth. - JQY onl7 
contention 11 that t he 1ntorutioa a't1l1labh at preaent 1a n.ot al f 
ticient to Juet1f7 the rejection of the Brithh Gonment propoaltion, 
and that 1n "r1n of the aituatioa , a co>~D1uioa of qual1t1ad uperta 
hao to be aant there whoae obJect it would ba to deter.ill8 in a practi
cal w~q whether and what and how could be done there in epih of tha 
ob'Vioue difficult1ea-.- -

If at all conYanient for 7ou, I would like thia illfor .. tion 
to b& coaYqed to the per eone atill inter .. te4 in the cu.bJeot. 

lncloaure 
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Jr. Altrtcl Jarohkl, Jr • 
fl)llfU • tranell 

loll Street 
fork, J. t. 

! ! ! ! 

l•ll troalr:17 NT that I ... creetq lllproooe4 lir tba picmaroo ohmm 117 Dr.llonea 

tho othar ~ 011 tho .. , .. ,,, 

,..14, bowonr, like to otter tor 7fiV ooui...,.ioa at .. ot ~ ronocUou . 

1. f1wl I aa14 that we oUll 4o aot haTo ..Ulohat lllto..-.Uoll 011 the peoo~ 

uuuoo of llrlUoh Oodua to ,_Ut)' the roJoot1oa ot tho ottor of thia hrrih17 

tl>t Jrllloh CloYo.....U wUIIGut hrtber IJn'ooUpUu, I ha4 ao 4oolro or 1at•-

::. 4 6 

lo caal ~ ronooUon 011 \be &o0'AJ'a07 of Dr. Kala'• 111toreeti111 oa tho oooU• 

tho countf'T )'0\1 haTo Tla1te4. lll.t while Ito looko at tho picturn thro"Cb tho 11"• 

a uclical apeo1al1et , I loolt at til• thrcnach the qoo of a hblllliclu, wbo hu ha4 

- uporloneo Ill ca:rT7111C out oottl-l proJeoto. 

(o) f hen I aeo tho raplu aM. -tortlllle that llaaporod Dr. lallll' o procro .. , 

I .ut to 1a>ow whotbor 1t .a7 110t l>o pooaiblo t o uoo tbooo T1'7 111114r&IIOoo ao a oourco 

ponr that 'I'C\Ild -blo u to oloar t ho Juel• all4 bll114 the roo4a that 'I'C\Il4 o&J"7 

acrcu tho c0Wltf'7 aTOl4111C \liMo h1a4nulooo. 

(\) lbon I boar Dr. 1a1t11 8J>oeE U..t tbo c1ut har4110od trooo, I aa woiiUriJIC 

•Whor -• of t b .. o tr .. a ~ 110\ "-• a -..oo of laoo- all4 npplJ uehl Mtor

l&lo for tho oottlon. 

(c) lhon I ••• t ho h41Ro aa4 ou-otiiiC work tho aattToo han to 4o Ill eloar

!Jc tho Jucl• liT the uo of •tobatu or azeo, I thillk ot t ho tbo'cl....U of c1ut tree 

""' 4oft Ill tho bulaa forooh 117 -• of -haaioal 110tor _. 1114 of tbo thoea

of 1lut ot\18pa •• pallet nt wUh tractora &lid ot'UIP puller• wbloh 4o 110t r~uiro 

,.ch ahaut1Jic otfona. 

(4) lhall I ... tho MUTeo aoauanac .... rloa ooef.o or IOJ'&tOIIlJIC the IOU 

•lib prla!Un ball4 toola , I aak ~alf whether 1\ M7 11ot be po101blo, b7 v.ao of 

othor tooh and ot h• aotbau to crow 111 tbo part1alq oharo4 JlaACl• aot olllJ' a little 

tleo &ad a tow ,._. aa4 1>eou , loon oleo ot~ pu ft.ltule for tropical -rt•. 

'"•h u oneral nriotioo of aatoo , a -l>or of Tariot111 of allloto , oorat-. aa4 otltor 

~~~u CaJ,....., araohle, Ol'l poao, YalYot ~ ........... etc. oto., oU oropo, 

~ , root Or8J>O aa ..,... potatooo, --. taro , •o. , u4 Cff"" thooo Or8J>I t4 a 

""'""7 &lid wUh lou ..-.1 labor. I ~4 like to laoG'I wbothor 1t M7 aot llo 

••.,noJLI to 41Yol8p 111 the partlallT ol...,.ef. Juele coftoo, ...... or t obacco pluta.

that requlro partial •ha4t1111 'llhotltar u _, 110\ be peuiblo to cr"" tboJ'I a 

tar1tt7 of troploal fruit , tile eoU 111 the olC:.:I4 Jaael• beillc PTO-b!T of a •ob 

~It (\lal1t7 thaJI OJ> \Ito .......U.. 

(e) lh111 I 11oar of \Ita ra..r crae• ea tho a.......U, I ~4 like to -

:_hothor lt _, aot bo pooolbla to nplaoo th1o 117 pNP•r aotboU of Mobaa1oal Ul.lacO, 

. , & .... , .. , of MOb .ro Tal-no fo....- crae•• wb.iolt aloo crow .. poorer l.aaM if 

,._.,.,.or lle414 \ ltore prop.rl7, u tho o.ua., craM · Para crae•. al8J)hut crae•. otc. 

(f ) lhon I • \h1alliac ...... t a otartlac ,.tat tor oeUl--', I ~4 Uka te 
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lr· 
J.ltro4 Jareh ltl , Jr . llec . 17. 1938 

,~htr a clelll'UOt 1zl ihe Jltacl• MT aoi 'be ihe btihr epproach thaa a etan 

1llt ... ....,.aha. 

!bt teat l billt7 of t he t ra.loft&Uoa of a t ropical Jltacle ll>t o trult c d 

p11J>t&Hona tbr~ i be ettorh of a wh1h poplllaUoa , p racUotll7 wltbov.i 

uot of natln l abor, ~~-• t o be nppontd 117 iht ezptri eaoe 1D t he Qm.taal&Dd 

_., ( 

Jill.• 111 ..,,tralta. Ill paeaaat U ..:r aot 'be ooat of pl aoe to aeaUoa t ho ianaU

jlltltll oadt b7 Slr J- :BantU , f- lltlbourat J)hTd c laa , oa t he ttatt of 

lollD.,...t Un1nrt lt7 . llr Jaaet quottt tt&UaUca to ahow \bat t ropical. Alaetral.la , 

a~ ,000 people Ure, h DOt apprto1abl7 W>heal.ih1tr \baa t he r eal of t ht coii.DtrT . 

!hi t lt what I • ..., 117 i awffi ci eat 1DtoraaUoa, - and pl ... • DOh, - I aa .!!!! 

![~;« t l:at thou t hb p eaa b e doae. I aOII'tl7 M7, \hat I wwld l U:e to 1taot whether 

t hq ccM14 bo 4ol>t . Ileal po aalbil i \111 ..:r depta4 oa t he ooopa of t h e oper aUoao. 

r .. obol O'Otl7 eCN14 aoi th1ak of aaol:laaiabc 7CNJ' worlt: whu 7011 ...,.t t o aaltt a olear

aco tor a •all uttlaaeat or of loaildiac r oad• or denloptac power reaourc11 wh.,. 

7fiO coctuplatt aettltac a few blladrtd faallltt . 

lot b7 Wl:f ot aaal017 'boat aeral7 aa u 1llv.at raUon, I 'liah to c ite aoae of OQJ' 

aporl-H 1D our llu.ttiu ttitlaaut worlt: . later waa oae of our problaaa t bere. l e 

oflt• bM to so dO'I'D , t or a cood w ppl7, li00-7QQ f eet daep . In 1923/U, wile our ba4cet 

.., $400,000, &Dd t he plaa oalltd t or t our wello, we were torotd to retort to tile 

local atthod of dlcc1Dc t ht walla 117 aaplo71ac p eaaaato who had t o be oU-.la t ed b7 a 

tllbtttallal da1l7 dote of .. ~. &Dd 1t toolt: 111 troa flY• to elcht ao1>t ht t o dlc each wall 

ra 1~7, wh11> we had at our diapooal antral a lllt on dollart and ov t br•• rear plaa 

callt4 tor tho drilllJic of 340 walla , we COilld afford t o bri Jll oYer .taerteaa wall -41'11-

l ia« MCbloer r &Dd our rate of produ.ot1oa waa 3 - <6 well• enrr Mllth for each 011ttU , 

I~ (U&lU7 ot worlt: btlJic, of co=••· Yaatl7 auperlor. 

2. lhlle Dr, ram.•• azperieacea 1.a t h e lv.iaaao ha'l't lllldo11btedl7 bee1> 'I'OJ'7 dlo

CO.u.c1D« troa t ho polat of Yitw of t h e pottibUU7 of oettllDC t here .IIUrop ..., r e"'«-•• 

lht followlJll tach auet &lao be ctYea ooatid&raUont 

(a) Dr . Willlaa l!otbe aaphaUotll7 atattt that a t l ... t 1A t he ooet ioll of 

llrlthh Ou.laaa , where h t carri ed Oil h1 o iueoUptloae , he had len t r ouble •• aoo-

ot tlcknou wit h 70iliiC i llazptri tllOtd people w- bt brOilcht aloac with h1a troa lw Torlt: 

Cl\7, t han ho had with t he aaae t rpe o f p • plt ill hia lleiWlda cup. 

(b) MaJor 1.,1 .o. B1Jlll\on, l ta4tr of i ha Oxford 111l1Yort U 7 JllptdiUon io 

!rllllh Ouiaaa , 1a h1• boolt: 'A Jat'CU'&lllt ill tht Ov.tua lorta\1 , oD P&ll 115, epea1<111C 

of lho claauo coadlU ono ..,.. , - ' fh• h eat ..... a n tr opprltolYo n u at aooa . • • 

II - quito II.D.I110ti&&J'7 t; wear a OUJ>-holaet 1 ia4ttd ODI Oftld t p&Dd \ ha 'I'M h - ia 

lb tor•ot • itbov.t Al>7 lt:lad of "-' proltoUon. !hi• 11 a 4tll' .. of ooaton Looprett1Yq 

PlouiD« t o ou who baa lbtd l a the Autora tropleo11 

(c) llr. I.ee .... d I.,..td7 1zo h1 t aniolt ea Brit i ah CM.iaM (0toll'~h1o llapolat 

5tJ". 1911 ) at a t .. (pacw ua) •n i o ""'r 1a autferabl7 - ia Claiu&; 1a faot "flr7 

~'~~'ol.T O'l'tll II.DCOafOrtalol7 eo, if oat a YO ida Yi ol•t eaeroiae.• 

(4) Offlolal a\atlaUo• f or BrtUah au- onr a perio4 of rear• ct•• tM 

4ta~h rot e u 13 &114 t he lllnh rat e aa 33.<6 p er 1000. 

(e ) lhlh there are pleatr of r~it• a114 oth er oboiaol lt to \raupenauoa 
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Jlr, Utrod Jaroiaki , Jr, Deo. 27 , 1938 

oa the rlnn , ooui4Ua'blo oirnobea of-· are u Tip'ble , aou b7 lar,. -._ 
1010 b7 aiiAll aotor boaia . Oao """ p oanrah oou U.er&ble 41ttaao .. into the inlertor b7 110tor boat , t bon atrohlwa o f aiJI4il• t rack raUroa4.o aDd a hudred aUoa of 1Ta1l rldo o-ch to - • i~ 117 aotor tn&olt. fhoao co.paratll'al7 acc oellble opo\1 ~ be witebla narUac pol.ah f or t ho mallon of aottluiDh. 

(f) The co11p011Uoa of ilw popalatlon la Britlab O.U... 11 41ffer1Dt troa !)Itch ~h.D& whore t ho p io\\I.J'oa wore \alton , - there are no INol>-necroea i n BriUah CO.!&Il&, and tho ~m~~bar of a boripul Indiana h rather eaall , the aoJorU7 ot tho populaUon bolac 111Ad:lla aDd ·~··· blat aot of t lw lNab tTP• · 
. I aa f'llll7 .,.... of the fact tbat BrU lab O.Uau h YOf'7 far f ro• beiac ., ldt&l colllltrT tor rotQceo ool onhaUon , bu.t I .. a lao f'llll7 - • o f t he tact t'-t ap w.Ul tho proaeJlt Uao ao ot lwr hrrlto17 baa helD offered 117 uq pTe.._. I fill oettl • ont on a aoro or leu wbeiantlal. a cal.e. Thoro are a lllloaa ot aorot ot -~h aort oultabla oraoant l oa4a i n i h11 COU\1'7' l.a Caaada, In Aluiral.ia , 1a Jft' ZoalaDd, to .. ,., Cent ral .Aaorican, an4 parUcnal.arl7 in Sout h .Aaorioan oov.ntrieo (lllralll , Arcontlna , Coloa'bia ) - 'bolt wbat ot itt lobo47 hao ao :rot offered t hooo lando .,.,,. for lnflltraU on aotU•ent on a aore or l ooo eubatanUal. aoal.e , not t o apo&lt of lorrltorlal poooibUitloo. 

3. 'llhon I t hi.Dk ot the r ofi.\COo problea, I aa not th1Dk1114! in h n t of the fft' thouaen4 of tho aor a f ortWI&h YicU a a of t he faociat rectaoa wbo hue euccoede4 1a cottt"' out ot taacbt oowotriot, INt i n lorat of tho m&IIJ' and - thou&aDda who ht•e no relaHoree a broad and no aoana t o oorer oD&ble them to bone!U thro\ICh tho i nfil t ration ellli craUon prooooo . 

llheo it ooa eo to a oboi oo bohoon ru1111t n« t he r lak ot d:rinc fro• aal.arla or yellow !nor i n t ho O..laua , at a !roo hllaaD beinc in an et!ort t o INild a .... life tor lho:oaohoa on one aide , and t ho proapooh ot r ot tlnc &aT 1D a f aoc la\ conceotratlon cup or ol n l7 dooa,ylng froa inaot1v1t7 in the detention barraol<e iu •~'• l and, where ~14-ioo ot in.fiuonu , t TPllll• and t 7Pbo id are a coaaon oocl\U'&n•ce , oo n.., other a ide , - I • ooDl'inoe4 tho\ t hou""""• upon tbouoa&4a ot tbooo rotQceoo , p&rticnlarl7 t ho 7WJlPr ,.uraUon, would no\ hooitato YerT •cb 1D doo141nc in !a•or ot tho O..iauo, 

I , \ hor otoro , aa1nta1n, tbat t ho otter of \ be Brit ieb OoYornaont of a torritor7 lo ! rlthh Out ... dooororoa at lMtt a t borouch 1DvooUp U on b7 a ooapotent ot opecl&lhto wbooo p riii&J'7 obJooi wooald be t o 4otaratao 1n a pract1c &l. W87 aad •hat, ancl how ~hlnc could bo clone \ bore tor \be dOYal.op.ont ot tho t ho aet tlomt of r otQceeo on a w bataDtlal. ooal.o in epih et the obYi ouo ~!E~!!.!!.!.!!• 

J otqb A. IIDoon 
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TREASURY DEPARTMENT 

WASHINGTON 

.. t q 
-"> ~ 

Haiphong, January 16, 1939 

Mr. A r chie Lochhead 
Treasury Departaent 
ll'ashington 

Dear A r chie 1 

In the absence of a secretary I am sendi nc you 

some memor andums to be tyoed for the Secr etary. The Yunnan 

rai l st atis tic s are the l atest I have been able to obtain so f ar 

but I am promised not only 1938 statistics but also weekl y ones 

for January 1939. I have al ready cabl ed t he totals for the 

sta t ist ics enclosed. 

I bal'e been infonaed l'ery confidentially that C. c. 
Chien of t he Jational Resources Coaaiasi on ia apon1oring a 

survey of war l os ses t o be presented at t he pe1ce confer ence 

whenever i t aight take place. While in Chungking I advised on 

the type or schedule to use. The plan is to aake t he survey under 

the auspices of aome Relief or&anization, or under the Jational 

Chr ist i an Counci l of China . These &overnment peo9l e would l i ke 

me to be i n Sba.nghai early in February if the plan goes thrOU&h 

1n order to help i .nitiate it. They even rai se4 the possibility ot 

m,y going to Tients in too. Whot thq want is a little auistance 

in maki ng the connections with the orcani~ationa and advice on 

the set up, al~ of which wo~d not require much of ., tiae if I 

were i n Shanghai. If you think it wise please pasa this para

gr aph on a s a memo to the Secrtary . 

I sent you an ~ •ail letter via Air France which 

should reach you about the 1ame time aa this let ter. 

With best wi shea, 
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TONNAGE TRAJTIC ON THE J"RENCH INDO• CBINA RAILWAY AS 
!50 

R!PORTI"l> BY THE RAILWAY COKPANY 

s.ture clea W&rcbancHaea Oct.19S8 Oct.1937 .JanTi er .Janrter to 
to Oct . Oct . 1937 

J!!lphons t o Kunmins (Yunnanru } 
19S8 

.Utumettea 
Armes et munitions 31 150 2,468 329 
Articles cl' alimentation 82 155 750 1 ,872 
4rt loles de menage 38 50 
Bll!lbeloterie, Bonnet erie 1 -t-., -- 75 22 
Bola odorants 
Bolsaonx et liqueurs l 36 18 
Bougie a 50 292 330 
carbure ,Petrol a 386 410 9 , 650 5 ,157 
Coton File 2,085 1 ,mn 9,555 10 , 052 
Errets cl ' habillement , Ti s sus 455 158 2,083 3 ,181 
lloballages vic! es en r etour ~--- 9 
Hu!Jes 75 274 
llachloes, Pieces cle machines 337 32 1 , 424 383 
llateriaux cle construction 1,023 152 3 , 603 99& 
Materiel cl'entreprise et clivera 71 !5 311 14 
llater!el t el egrapbique & 22 l 

l!a:teut 300 350 1 ,890 1,600 

lledlcaments 94 5 277 95 
lloblllers , Meubles 7 17 ll 
Nattes 1 ,iCia Paplers ,Papeteri e 213 256 1,649 
Porcelaioea 5 144 391 
~ulnoaillerie 94 35 530 296 
Sa von, Proclui ts ohimiques 232 151 908 784 
Sucre 18 198 173 
Tabao et cigarettes 26!5 2 1,173 1 ,058 
Tabletterie, Vannerie --- c 
Verrerl e, Ver r e a Vi tres 61 83 243 435 
Divers 433 131 1 , 602 635 

Total. i! , i06 ! , 253 46,313 29,326 

!UIIllin!l to Hall!hoy 

Ant1mo1ne(m1neral} 
Antlmoloe ( regula} -61 

A.rt1cloa d • alimentation 1 29 23 

Clre 1 24 !5 

Cornea 
Cunao 28 13 

Etain en saumona 627 1 ,004 7 ,093 7 , 259 

HUe vogeta)lle 213 101 1 , 546 248 

Jambona 3 1 9 

Legumes aoca ou sales !5 2 109 74 

Marbre ou'lr e l4 

lledlcamonts 56 9 294 279 

r.tinorai de por oelaine 585 68<& 
llinorai cle tungsten• 
Orpiment , Mineral pour peintura 10 

Peaux brutes at preparaaa S8 112 790 1 ,<&65 

Plomb en aau.ooa 30 

Plumes cle oaDarcla 4. 23 3'7 

Poila eo ballaa, Soles cle poroa 81 39 <&60 195 
Stioltlaok 2 
'lbe 6 116 16'7 
Z11>c eJ> aau.ooa 1041 
D1Yna 

1 ,J 
3 32 

10,vJ! 1-;a:t u,nr 
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151 

!(aturo dea Marcbandiaoa Oct.lll38 Oct.l937 Janvier to Janvier to 
Oot.l938 Oct. 1937 

RECAPITULATION DU TRA!'IC IACAL TONKIN 

Loca l Tonkin k'ropromont 8 ,897 4. , 806 57,736 33 ,8ee 

dit 
Haiphong Dooks-Tonkin 2,525 2 , 237 29,792 24,200 

Tonk1n-Haiphong Docks 843 590 211 , 748 30 ,1130 

~otal 12,2115 7 ,633 112,276 88,718 

Traffic Local Yunnan 

'"otal 11 ,814 11 ,935 119,925 114t,445 

•otal general des tonnage& 
colll!llerclaux 32,927 24,603 291,309 245,828 

Reoettes oommercialesU1~l466 ,385 . 08 3 ,438,424. 42 
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To Sacret&r7 Wort;enthau 

rro•j J I LOu lila Jllack 

I!ITBR't'I!W WITH GEROGE SHEPHARD ADYIS!R TO THE 
GENERALISSIMO I W THE W!W L!P! WO~ 

, r 2 
-~ 

CbWl«king, January 5 1 19&9 

• nte Ruas i an ailitary adYiaera wb011jl have at,pped into tba 

shoes or t he Geraan ad•isera were accepted upon their own request 

c:l i~>tly becauae or Russia' a policy or aending t heir air start 1n 

relays ~t'rlo •ontba trainiD& in actual warfare. Actually the 

Generalissimo is lloldins the !IUaaiana a t ,iarms length end their 

advice i a not bei.ng ~ just aa i t was not in the ease or the 

German advi1era. The Chinese may have ad•iaers but they don •t 

usually take adYiee. As an adviser I knvw it only t oo well. I 

find, however, that aft er a while aome i deas do penetrate. ~ 

observationi and u perience ia that the Chinese are unwilling to • 

consider the neces s ity ot much f oreign technical assistance which 

1n reality they ao greatly need. 

• Canceaaiona ha•e juat been grantee. t or t he Cb1na Wat1011al 

A vi ation Corporation to fly to RaJICoon. 

• I have been writing out t or 1ft¥ on.y cb.ri ty the proa end 

cons ot the chance ot China • a winllinc out in the end and I 

belie•• ~.can do .a.• 
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ro s.-retalT 11or1•tuu 

rro• J, t.o••1DC BOok 

AII!RICAII DIPLOIIA!IC POLlet IW CHI'IU 

:53 

CIWDCk1ng, Januaey 51 19119 

ca ptain Brandt of the u. s. s. !lltilla at OWII«k1nc 

remarked: • I conaidar tbat tbe ..-rican diploaatic officials have 

made a gr~>at blUDder in their .t~ola att1t114a toward the Sino

Japan••• conflic t. It was a great aiatske tor Aaericans to atart 

running . A aericans should sein avery opp rtunity to put their 

1takea in China· Aaerican policy l uoks • litt le .ore favorabl e 

now but its tin to c1va u p the policy o r wa i ting to sea whetbar 

or not "John '811I1w1ll Ci"t'a approval• . 

• 
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nsiT TO IWICB0100 fall, 1938 Mr. A.oaeudorf, 

LOCAL n!LINOS: 

Bt r!in T!«eblat! 

Bo•e.ber 2lat, 1938. 

Manohukuo 1apaneaa in!araata4 almoa! aolaly 111 Mancbukuo, 

North China 1apa; .. a in Nor!h China; aol4iara on the border 

in their border - no intaraat in t ha aouth.etc. 

liANCl!OXOO: will probably atay "in4apa114ant• nan it the raat or the country 

4oaa sat away rro. the 1apa . 

Value or '!!y Tao - pyacholopcally iapor!ant, raalin« or all 

workins t opthar. Inclu4aa the Ohinaae, aocially, but inaiata 

that t he 1apaneaa auat alwtlyo 4oJIIJ.;ote tor racial reason• -

the 1a paneae orpnhins power. 

NORTR CHINA: Tarri bla currency oituation. Jaderal Reoerve Bank currency only 

uaad tor day to day p~anto, the 1apaneee tbemoelvea dont want 

it. Inadequate reaervao, sraat tbousb clever manipulation. 

No ••i4ancaa or wealth dare ba abown in the country - e.a. no 

one 4araa keep a horae - the &~~ari llao would taka thea. GUar1llaa ' 

praaa l!aDP drha coolla a t o -k aatel:r 1R lfanchukuo. 

Cuatau workina no~, 11011ay seine into Yokohama Spaoia Bent. 

Strict W1 th 1apa;eae. Sta t i on juat W1 thin tha \fall on the 

Manchurian frontier Wher e the No.1 ia a 1apanaoo with t3000 per 

110nth, aDd the Obinua No . 2 hea t:lOO. 
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:ss 
'l'lla railroKa well ~. but ofteD out of order, 

too .. ll;t 4_,..,. by flooda atc. their srouD4wort 

&D4 brl4cea ... he4 aw~ be oauaa eo hastily CcDatructed. 

All aata troa ra14a ueapt the 1ahol/l'eltlll& l1De Which 

I a oftaD at~ackla4 by IIUUillaa outa14a the Crut ~. (HB) 

Real troublea With the MoDCOli&Da, not the Chineae, of whom oJlly the 

lower clue are left, 'l'lle MoJ180l1&Da iD Heilar, 'l'aihaitar ate. want 

ID4 apllldanca . Spaoial departwnt tor t h•. 

lllkdaD: (,()() blrtha a IIODth, UO daatha UIODC the 1ape.nue . Howanr 

1ap8Jleaa like to 10 back to 1ap8D to die so theeo flgureo 

not too iD4icat in. 

Haln•ktna: deYalO~Jlt aDtiraly auperfieial - buildings etc. 

ll1 'tlang ShaD: (Bo '1'lul l!:u, 1apenose Dame). ID the Dortheut. 

lD tba fa ll of 19:56 had a populstiOD or 15,000, or wbC& 

21000 ware 1ap811e... Ba&1Dll1DC of 8D admiDiatrat1Ya c eatar. 

lD the t a ll of 1938 had a populstioD of 100,000, or whcoa 

20,000 1apeDeaa &D4 10,000 JroreeDo. (CiviliiiDI). AaroplaDa 

aa~Unc pl8Dt Dear &D4 luaber worko , but no ID4uattha 

I D t he tcWD rat - oDJ;t o4a1Diatratln. 96 eat6a . 

Chl-aau: Rap14l;t 4nalppiDC an IJ14uatrial center here - DIW, to 

PlAoo tor briDSinc 
t'roa 13/lB har e " 

tb., •• fa~ra. 
• IU nontuall;t feel 

1 lbalr 18Jld -~ ... _ ·--,. 
"""t 25,000 broupt 
par roar . 

replace llarbiD - rich field f or it . A d1atrict or 1epanaae 

coloJl1aa , 1apeDeaa tamer a repidl;t increaa1Jl&. 0... 'fillap 

IDcreaae4 troa 700 - 1.800 1Jl two r•ar• - appallinc binh rata. 

n. ... to..-ra lllllke TaD 1000 PROl'l't ch yuh par rear· Ban 

a aort of eooperatlva .,..t... '1'lla 4ava~Dt poaalbla 

ba oau .. the 1. llllitarr bur onlr troll t h .. , 110t troll the 

ChluH , WIJltiDC th .. there u • bulwark -~~t Ruaala. 

otharwiH thiJ' could not c.-pate W1 th the Chluaa. 
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pi:IU 8IKIJID 1BJ QIJM&P m!pU!AS 

:ss· 
Bal4on llauoa ill ho1t1o Altain 
llep'-llft, liS&. 

ot •he Chi,.. .. 1a oocnapi .. '-ri'-7, tuiac C..tnl !lapel b lluoll, use 

11 .-a ot a repft•ntatln polU1eal --•• baa ..... ot 1.80,000 aq . a iloe 

f5 a1111on people • A ~ 41eouet• ot tM S.U•Detolleo Oo...--ato tlaaft, 

1. lloblli&atiOil ec-tt\aoa 

0oDI 18UDC ot looal poopl o wlao '" oapoworact to drat\ aol 4 1or a, 

propacaaoUu tM pooplo, oztamluto tftlton, roquio1Uon -.y, 

too4, ol.ot M ac, tooluatoal eltill aad ._ labour. ,. .. poopla 

i aollodo .,.o!')' oloM 1a tbo Yillap or town: lall4lor4o, tauate, oto. 

a . Jtoro~ io .,...,11 .. b •- orpai&etion ( t !ah 1o t laa aia) 

Orplli&aUou inoludo w-.• uniollO , atudea ta, :rouns .... , l ittle 

bO)'o, n o. 

b. Villose s.u-o.t ..... a..,. 

Ouar4 tlaa Yill.,. , wa•ob tor fpioa , turlliell apiee, SlYo m111ta!')' 

tra...pon 

(build a epirit ot - oraUDil ..,,. tllo pouanta, alld awakoa tlaaa 

to ., btaroet 1D so•ara.at aot1Y1Uoa) 

o. Propa&Q4a 

Pla7e, pootere, ate . aolloola. liot a word anr •boll• ·+ -· 
Allt1-1apaao .. aad aat1•tra1tore . 
llakiDC tlaa treitor 11114 Yilain uo l oncar t ba l aadlord , w!aiola ltoape 

tlaa -tiT -tbetio •Ub tllo ...,, t. 

4. Acrloultun.l rot-

1'1117 ._...,.t, tboucb 4M 110e4 •• a ll1llor iuuo. 

Mora l ad tor \loa poor. 111 ~ ot acrioultural 111114 Ci.,.. tM 

_ ... w ~ aotioa ot tho .. sum'illa orp niaaUou. 

0.....1 pZ .... W l ~ 41etr1bllUoa, roat ....SUetioa, blot 

allwrtaUoa, tax ftYioioa, ba4U nppraoaion, cuo ot .. rot.,•zo-•,.• 

1. Der .. t ot lepaao• \boo!')' tlaat tbo 1porant _ ... , would bo oaoilT •oa -

About l!O " ot \loa terri torT 1a - lllfort-•tern pro•1.., .. -s.au,. oc.q,.... 

~ tba loi"M• - ClqiiJlise4 1ato Aat1- 1apa18a SolJ'-DoJ'- Ooow w al• 

liOclarobip or c '"1-'• 11114 Pelplac ..,. ... ,, 

t. 
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GROUP UEE'l'ING J 6 anuary 1 , 1939. 
9:30 A. M. 

PRESENT: Mr. Gaston 
Mr. Hanes 
Mr. Haas 

H. J.! .Jr: 

Gaston: 

H. M.Jr: 

Lochhead: 

H. !!.Jr: 

Lochhead: 

H.H.Jr: 

Bell: 

H._M.Jr: 

Bell : 

Mr. Foley 
Mr. Duffield 
~!r. Wh1 te 
M.r. Lochhead 
Mr. Bell 
Mr. J.lcReynolde 
Mise Chauncey 

Where is l{ao? I 1ve seen the gentlemen. When did 
you get back, Herbert? 

I got back Saturday afternoon. 

I've got a !ew odds and ends here I'd like to take 
care or. I 1ve got all thes e clippings. Archie, I 
cut this out or the Times, Supposi ng you ask the 
State Department to send a cable to •• ..•....• 

We have a copy; we ' ve got something !rom them nov. 
It haen't been taken up, but I have quite a rev; 
I will sort that out. 

Heath cables are so tremendous. I wonder 1! tbey 
can't be digested down. 

That is a short - two pages. That's one or the 
ones 1 111 see goes t o you. 

(Short discussion re Dane) Now, the other thing 
I ' ve got here, I see that United States Housing -
evidently you have sent up some bill , that Wagner 
is goi ng to make. I wonder 1! we can get a copy 
or that. 

I think so. I'll look into that this morning. 

Could you and Foley, between you, give me twenty
four hou.r service on it? 

Yes. 
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n.Y..Jr : 

Bell : 

H.H.Jr: 

Bell: 

Foley : 

H . :~ .Jr: 

Foley : 

!!. li.Jr: 

Foley : 

!! . M.Jr: 

McReynolds: 

H. l·t .Jr: 

1/hi te: 

!!. l·l .Jr: 

Gaston: 

, '"8 
-~ 

- 2 -

I 1d lilte to have an analysis tomorrow, showing how 
particularly does it tit into our so-called new 
pattern that we are trying to set up , like the 
Commodity Credit. 

Commodity Credit~ 

See? Can I have twenty-tour hour service on that? 

Yes, sir. 

Straus sent over, bef ore you lett, papers in 
connection with that oroposed financing revised to 

meet. certain objectiore that we raised whan he discussed 
it with him first. I have a letter here - as rar 
as the law aide is concerned • .•.....•. · 

I can 't hear you. 

I SaY a s far as the law ai de is concerned • • . ..•• 

Law or loss? 

Law. I gave 1t to \{ayne Taylor; he didn't do 
anything on it, he wanted to wait until you got 
back. I think it ought to be checked by the 
financing people, in New York, to see whether it 
would have any street on our financing . It t hey 
clear it t hen we ought to tell him we have no 
objection. 

(Mr. McReynolds comes i n) 

Well let's - you all right? 

I just got stuck in t he ice by the curb, that is 
all - too far to walk and I had to wait until they 
could get me out. 

Let's wait until t omorrow, and do this thing. 
Don ' t you think so? 

Does anybody pick up t he things Taylor l eaves 
behind? Has he got a system in there? 

He distributes t hem around. 

But doesn't he nave an assistant in there? 

Johnston. 
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White: 

H. M. Jr: 

White : 

H. Lt. J r: 

- :5 -

He has turned Johnston over to ~e. 

Does he Jus t let them drop tor two weeks? so~ebody 
ought to be able to piok up hie things. 

He distributed the international t hings t o me, some 
or theo anyway, to carry on. I don 1 t. know about the 
other t hlnge. 

Llaltes it kind or hard. 

"Chinese Government. announced it had decided not. to 
cake any furth er adva nce tor service of loans secured 
by Chinese U&rit.ime Cust oms, but. wi l l set as ide sums 
pro?ort.ionat.e to revenue collected in arreare s till 
under Chinese control . • 

Have you seen that? 

Lochhead : I know about. that; that ' s the t hing they were trying 
t o get your opinion on tor some time. They gave a 
note t o the State Department. 

H. !.l. Jr: 

Bell : 

Bell: 

li.!A.Jr: 

Be ll: 

"United States Healt h Pl an i e r eady ! or Congress. 
Eight hundred m1111on dollars - ne" bill. • 

Does that clear through you? 

No, sir. I don ' t know where th~t came from. 

Dan, I don't want, in any way, to inf ringe on the 
pr er ogatives o f the Director or t he Budget, but if 
you care to have ce J oin you, taking t hie and t he 
Wagner Bill, t or exampl e, goi ng over t o t he ?resident. 
and sayi ng •we are Jus t entering a new session or 
Congress . ' How do you want t o hAndl E' this? • I can 't 
f unct i on if t he Direct or of t he Budget doesn 't. s it 
down and talk t hings over , and have a round with him 
on t bi s t hing , and on the Straus bill. It puts bot h 
you and me in an impossible position. 

I had a conference with hi m and he said he wanted 
t hem handled like t hey have been handled in the 
past. 

You want me to Join you in a protest? 

Yes . 
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!l. !J. Jr: 

::.EO 
- 4-

The point I am making, tor i nstance, Dan bad tb1e 
Bill and be had the Straua Bill; he would g ive me 
a chance to see h im . 

UcReynol ds: I have no doubt he will get it before t he President 
sends it up. 

Bell: 

H.!J.Jr: 

Bell: 

i!. ~!. J r: 

Bell : 

H. !.:. Jr: 

3ell: 

!-!.:.!.Jr: 

Oaeton: 

H. U.Jr: 

Gaston: 

H. t.:. Jr: 

Gaston: 

It's bought out. 

One is eight-fifty and the other 1s eight hundr ed . 

And another t hing i s the engineer's repor t on flood 
control . They are telling Congress tha t they can 
spend a good deal more money t han i s in the budget. 

If you'd rather, don't ge t i n on this. 

I 'd rather do it. I had t his in mind to l~ok up 
t his morning. 

Could we ask t he Presi dent t o see you and me, to 
find out how we are going t o function? We can 't 
!unction on t h is basi&. I can ' t !unction on this 
basis . Either you, or John, or I have got t o go 
up and make a fight before Wagner. He ' d say, 
•why don't you boys get t ogether down there? 
Why do your fighting on the Hill?" He's got s 
perfect right to do that. I t hink we wi l l do that . 
:!uh? 

All right. 

Herbert, b ef ore the Compt roller or t he currency 
sends out his annual r eport, does that clear through 
your otf1ce1 

Yes. 

Is that hand led by you? 

It is written in t here and heretof ore, bef ore this 
year, I have always bad Cy l ook it over, and I bave 
looked it over also. Thi s year Cy saw it before it 
went out. 

Are the wheels between your office and hie office 
all right? 

Oh yea, 0 . IL 
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I see ~hat I am going to be called on silver. I 
am a l ittle rusty on s i l ver. Bef ore I go up t her e 
you and Archie get together and think up t he ' 
meanest questions tha~ you can , see the way we 
have done befor e - r ound table. we eit around 
and the kind or questions t ha t they a sk - and then 
t his fellow 17hite, who i s secretary to Pittman, i s 
a pretty decen t f ellow. You might get ahold or him 
and say, "What kind of questions do you think are 
going to be asked? 1 

And Mac, would you call up Ur. ~elles on t his and 
say thkt Urs. Uorgenthau and I woul d like to give 
an official d inner t o Dr. Aranha, on ~ebruary 10, 
and communicate with him and see if that i s 
satiefac~ory . 

::c"'eynolds: February 10? 

Bell : 

;: . u .J r: 

Haas : 

Belt : 

H. · ~ . Jr : 

Yes . And the o~her t hing is this. Dan, if you 
could have your c rowd t ake a look on financl.ng 
aga in from now until the end of th i s fiscal year, 
and t he thought that I bed i n ml.nd, the next 
financing tha t I do , will be for Jones. And -
ah - one check I forget about, is invitations. 
Lac t ~ime we jus t squeezed unde r the three years. 
I wonder if we can still sell a three-year note 
t or h im. 

We can if we sell it before February 22 , cen't we 
Eddie? If we sell a note f or Jones before February 
23, thie year, ~e can sell a three-year note-
'42, I think. 

Give me twenty-four hour service on this, and also 
the maximum amount we coul~ sell. What is the 
l imit? I think it is five hundred mill i on , but 
bow much more? 

Seven hundred somet hing. 

Are you t hi nki ng now ot' the notes we hold? 

I mean, how much more could be borrow and uoe? 
And then I wan t also on t his thing, a lis t of -
of what his obli gations are , and when they are 
comi ng due a nd t hat wi ll include bot h preferred 
stock a.nd ~o~es held by banks, and any obl1gat 1ons 
tha t Jones has, and their due dates and r ates of 
interest. Is twenty-tour hour s pushing you too 
hard? I'll sive y~u until Wednesday corning . 
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I think I can get it. 

Huh? 

I think I 've got most ot it, 

~ "2 - 0 

And based on that, we can sit down and talk about -
I knew that that dnte wae somewhere al~ng in there, 
and I was Just thinking •••• And the other thing 
l.!r. Editor.... ' 

To you, yeah. 

.......... when are you and your manPging editor 
go ing to be ready to sit down on the publication? 

I promised I'd answer tha t, because 
talked to him since he ' s been back. 
see him and L!r. Bell both. I guess 
things can be done t od&,y. 

Today. 

Can you give me thet? 

I haven't 
I'd like to 

both those 

I'd like to register a brier protest on that. 
I understand the Bulletin i s to be limited to 
torty pages, which means that the technical tables 
are very limited. Now, it possible, I should like 
to see it expanded sufficiently to include at 
leaet so tar a s we are concerned, a t least a dozen 
more tables. That i s rather significant and 
important. 

Wi ll you see the editor? 

The idea wae, we wanted to get one t his month, and 
the idea was to get out one tbie month with the 
i dea ot expanding it. 

The tirst Bulletin will attract a good deal of 

attention. 

You see, I don 't know how thie paper is run, but 
in my paper we used to have at least tttty pa.ges 
ot advertising. We'd take the nunber ot pages ot 
advertising and multiply it by two. 

The smaller the paper ••••••. 

\ 
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The was Harry, I ga~her, wants ~o do i~, is fifty 
per cent tables. 

There is a little bottle- neck there on the etart. 

I ' ll see Gaston and you (Ur. Duff i eld) a t three 
o ' clock. 

Yes . 

These fellows aren ' t eo hard boiled Harry, if you 
come up on t heir right eide, It's Just a questi on 
or, have you got the coney for the 9ublication? 

No, we are goi ng to eave that . 

:·cReynol <\s: Going to do it without money? 

llhHe: 

H.U.J r: 

White: 

H.lt.Jr: 

r . LLJr: 

Gaston: 

H. :l..Jr: 

Gaston: 

H.!.I.Jr: 

!!ell : 

Is i t clear t hat t his Quarterly Bulletin ie going 
t o be stopped if this o t her Quarter ly Bul letin on 
capital m~vemente .... Do you understand t hat? 

I don 't know. 

Tha t was part of t he stuff that ..... . 

I t hink t he first meeting I will have ~ith the 
manager and managi ng editor, and you fell ows have 
got f r om now unti l three o ' clock to see thee. 

Herbert? 

We'll have a press conference, I suppose at four 
o'clock? 

Yes . 

The new Chi ef or the Associat ed Press Bureau i s in 
town; Bryan Bell, who came trom t he ?acific Coas~ . 
Some of t heee days , when you have time , it wi l l be 
a good i dea to see him - Bryan Bell . 

All right, will you - I 
t heoe appointments now. 
little note on i~. 

Yea . 

am let t.lng Kiely handle 
I t you will give him a 

We ' ll get ·Ure. Klott back soon. Incidentally , 
Yrs. Uorgenthau and I went up and saw llrs . Kl ott 
last night. we round her very well , consider ing. 

She 's in town? 
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She hasn't b~en out. She can't 
she's well, but she hasn ' t been 
She ' s Just barely navigating. 
on the road to recovery. 

What else Herbert? 

I don't think of anything else. 

Johnny? 

I haven't anything this morning. 

111ove around yet; 
out of the house. 
She's definitely 

Good. George, can you take a minute or two and 

tell us what you did in Chicago? 

All of it? 

No. (laughter) 

I was Just joking about all of it. 

lfell, tell what 1s fit to tell. 

I was too low to do much of anything else but 

thie, anyway. ~/e had a long t al)t nth Jake; I 

brought up a memorandum. T~e Secretary asked 

me if I'd go over with Viner, the business 

recession of '37, with the idea of determining, 

if possible, what were the elements which 

caused t he business to recess. Well , as a 

working basis I brought up a memorandum which 

we prepnred on t he subject just a year ago, in 

January, 193S, and Viner went over that . His 

general reaction was be thou&tt it was very good. 

He made some suggestions of certain t hings for 

us to look up, some of them were statements 

made by the - be wanted to see the exact 

quotations of statements made by the President, 

and so forth, and he 'd l ike to have a little bit 

more details on some of t he points which we 

didn't i nclude in the memorandum, but we have it 

here in the shop. He said be planned on being 

down Friday. 

That is right. 

And he wae in general agreement with our analysis 

of it . In fact he said he thought it was a very 

good Job, eo what we are going to do next, between 
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now and Friday, is to nesemble some ot the ot her 
materials wh ich is quite easy, because we have 
them available . Our J ob was try ing t o keep the 
memorandum down in size. As we recall it was 
twenty-five or twenty-~ix pages. And he said 
that he mi ght want to write an article about it 
himself. ~e coulrl do some o~ it, t i l l out the 
ma t erial t o go in there, you see, but he eaid he 
d i dn't think he ' d be able to write an article -
they couldn't get i t unt il some time in Mar ch. 
He said he ' d be t hinki ng t hat over and d i scuss 
it with you. 

How many hour s wer e you with him, r oughly? 

Let's see. 

I me11n more than one day? 

One day , one whole day. 

Well, now George, I 've got another thing along 
that l i ne. You make a note. I don 't know how 
many people there are like ~!oodys, statistic tans 
organizations who make a business of that sor t ot 
thing, but I suppose, between thP library anrl 
wha t we get., and - wha t. is the name of this man 
that comes out under his own nRme here? 

Oo l d em i th. 

I wasn ' t thinking ot Goldsmith. 

Headey .. 

Headey. Llonel Heady. He end people like that , 
and so forth. some way or other, I want you to 
go bllck and start in, I ' d say, July first, '36 . 

That is what we have done on this memorandum. 

And I want you two - oh, there must be ten or 
twelve ot t hose different services. 

Ther e are more than that, but the important ones 
are about that. 

Well anyway, and go through them with a tine 
comb and eee it any ot t hem have anyt hing in 
way o f what were t he contr ibuting factors, -

t ooth
the 
at. 
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leas t wha t they t h ink. Let's put it this way· 
What di1 they t h ink were t he contributing factors 
tha t brought on the receaeion of '37, and wha t 
brought the recovery of '387 Will you do that? 

Yes , s ir. 

Huh? 

Yes, sir. Uh-huh . 

Tha t i s all I've got. 

I want you to keep after this thing, see? 

Yes , we are right on t op o f it, working on i t. 
Digge started to tal< a little bit about Social 
Security, then be got quite a big problem. He 
got tired, he thought he 'd let that go until 
Friday. 

Well I told these fellows I am go ing t o hAve eome 
other. . . . . . (To M18a Chauncey: Wi n yo OJ. set a a ide 
Friday morning for Soci al Security please?) And 
Johnny, I am expecting you t~ have a pr ogr am rea~y 
tor me , say 10:15 Friday morning. I will have 
somebody prepare the things. I am going t o bave 
different people down. I want our own classroom, 
for ~eyself, Fri da.y morning. Le t t hem wort. Friday 
arternoon and go bac~ t o it again Saturday morning , 
and see whether we can't work out a program. We 
bave been stalling with tbe ? resident, at least I 
have, so I am go i ng t o have Jake Viner and some of 
t he other people down . I want sort o r an agenda -
"This is the proposal" and so forth Bnd so on, tb.at 
wi l l go into t h i s thing, but wil l you take t be 
r esponsi bility of having that agenda r eady? You 
know wha t I want? 

Yes, sir. 

Just the way Harry White has had on t his sterling . 
We can ha ve this t hing and we ' ll have it Friday , 
and I 'll ask t hem· t o .,orlt on it Frid ay a ft ernoon, 
and come ba clt saturday . I want to spend a t l~>s e t 
the t wo days with this group and if we can, at 
least make up our own mind , so if you can. 

Yes , s ir. 
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You have been sayina you c•ft give it to I . .., ~· me . 
don't. know how you will, but. tha t i s up to you. 
Will you take that t or me? 

Yes, air. 

Is that all, Geor ge? And while y~ are on t his, 
George, th i s question ot ·~? end ' 38, I wish that 
through Rice Cent ral Statistice , ! ' ~ l ike to get 
everything t ha t i s in the Government itself. I 
mean t here i s so much talk - this person or that 
person g~ve a memorandum on it t o t he ?resident , 
f actors caus i ng the depression ot 1 ~?, and eo f orth 
and eo on. Elther t hrough Rice Central Statistics 
- did Agriculture have anything? Di d Commerce 
have anythi ng? Did Labor have any t h ing? 

Anyth ing t hat went across the street. 

Anythi ng t ha t 1s i n thei r shop. H~s anybody got 
- beve t hey got anything which shows what were 
t he contribut ing fac t ors, I should t hi nk through 
Ri ce and t he Central Statistics Bureau you could 
eay, •r want this t hing.• The question I am a sk
ing, Did anybody forecast wha t or have t hey any -
I don ' t want ~hat t hey t hink n~w, d i d they at 
tha t time have any i dea as t o wha t it was, t he 
' 37 depression or t he ' 38 recovery? I have heard 
a l o t - that ther e wer e a lot of people around 
t own. I ' d like t o oee if they exist. 

Uh huh. Not somet hing after the t act , but what 
they eaid at that t ime. 

Uight no t ask Agriculture because Ur. Wallace 
sent you something, hi e comments on i t, t hat 
will get here tomorrow. We don 't want t o ask 
him because be wi l l reply, "I gave you some
t hing•. It i e on~ desk. I just want to 
suggest you don't repeat t ha t t o Agriculture . 

o\long this line? 

Yes. Bean torcasted , accordi ng t o the usual 
general over-all curve - tha t will give you a 
talk. I t George ~ere to ask hie, t hey'd eay , • 
•we s ent something t o the Secretary last week. 
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If anybody has any ideas- I· am going t o keep 
pounding on this thing. 

Why not ask Agriculture anyway? The B. A. E. 
(Bureau of Agricul tural Economics) might have 
something. 

I thought they did, I thought the Bureau of 
Agricultural Sconomtcs did have something. 

~e was quoted as hsving 1t . That was in the 
Agriculture Outlook. 

:cs 

George , you might say, •rn addition to what was 
sent to the Secretary lae t week. • 

I don't know whether you want to work through 
Rice or not . But you hsve got the i dea. 

I have some other t hings , after I get t hem 
assembled . 

I tried to get ahold of Llonnet, 

What is his f irst name? 

Jean - J-E-A- N. 

What. 

Jean. 

He left the Carlton and h8d gone to New York; 
they said he ' d be back either last night or tht~ 
morning. 

All right. 

Do you want me to get shold of him today? 

Yeah, isn't that right John? 

Yeah . 
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I have the regula tion unde r the new silver 
proclam• tion wh1ch has t o be eopr oved by you 
a nd the President. I haven't shown them to 
anybody else . I got them on the tra1n. 

Well get them clear ed up t o every po int tha t 
everybody's cleared t hem but me. 

There's go ing to be quite a drive on. f hey are 
J us t b eginning t o ship t hat buslneea about s i lver 
mine& bef ore you. 

While you were aw~, Pittman, Tho&&s , ane King 
were in t o eee Taylor because, t hey sa i d , t he 
proclam~tion should have delivery on the 30th 
of Jwle - said it was unfa ir t o certain mi ners 
because the smelting pr ocees wee leaner in eollle 
ine tancee t han it was in ot he r s , and they wanted 
the regula tions thl! t were h s ued unde r t he new 
proclamation t o pr ovide delivery pursua nt -
cont rac t for delivery enter ed into newly mined 
s ilver prior t o the 30th or June . ThP,t may be 
don6 under the proclac~tion without milki ng any 
cha nge - Just a matte r of ,>h r 'leing the regula
t ions . I drafted the new regulations to t e ke 
care of that. 

It you don't mind , collie beck t o the l onger 
r esolution. 

I ac goir~ t o try ~ best, with the help or you 
peopl e to devote QYee l t t o policy and not to 
deta il, so when e t h l ng l ike t h 1s comes up , 
ttere are enough people a r ound t h1s r oom, end 
ln this shop, t o do t he decid ing. Aft er ell , 
the decis i on wee made. We'll do it t ha t way. 
We 'll abide unde r the old ' 33 Act. Having m~~de 
tha t declslon Wlless there l s eome reason for 
change - all you wa nt i s ~ s1gn11ture, so clear 
it with everybody ln the shop and bring it to 
me then. I want to have 1t Just ee •..•• . .•• 

I ao going t o ask all at you to help me end keep 
me Jus t ae free trom detai l ae possible 
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eo I can do a little thinking and 11leo stay ,.ell. 
I feel damn wel l rtght no,. and I want to keep t hat 
way . So it i s up t o you to get i t t hr ough and give 
everybody a chance who i e interested in seeing it, 
and then I wil l sign 1t. All right? 

Yes. 

What else have you got? 

I'd like t o t alk to you sometime about the legisla
tion to ext end the Stabil ization Fund and the de
valua t i on of the dollar, and newlY mined silver. 
I ha ve several alternative proposals. 

I can see you at eleven o'clock. 

All right. 

I want to clear that. Who's interested in that 
particular thing? White, ~rchie , anybody else? 

I am i nterested, but I am - I think I ' d better s tiok 
to tha t o ther Job until I ge t pr epered tor t hat hear
ing on the Hill t omorrow. 

Right. Let's say ~e ' ll do this thing a t eleven o ' clock. 
I think I want to get tha t ooving. Wha t else have you 
go t ? 
The report to Congress on cor porate salaries has been 
co~oiled and i t ' s 1n :~. Hanes ' off ice. It was held 
until you sot back because ur . Dought en .. anted us t o 
walt until t he firs t or ~rch eo t ha t he c~uld get a 
j oint resolution throusb providing t hat no report bad 
t o be sent to Congres~ ror eslaries in excess of 
$15,000, but ae t o salari es in excess or S75,000. 
The information as to al l prior year s .. ould be made 
a vail able by you. There i s a conflict between the pro
visions of the 136 Act and the provi s1or.e :> f the '38 
Act. The '38 Act, while !lougbton ss.id it would make 
the publication of salaries - corporate salaries in 
excess or $75,000 .• •..•.. 

Excuse me, walt· s minute. You 
Ur. Hanes. Whatever ur. Haneo 
I am not interested. 

clear that ,..1tb 
tells me to do .... .. 

I sent you a memorandum on 1 t . I don ' t think you need 
t o bother with 1t. 
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I am not interested. Let Ur. Hanes han~le it If 
you don't mi nd; you'll ge t onto the way I am goi ng 
t o do in the f uture. I 'm not interested . You get 
it to Hanes, and l e t me s ign it. 

The r eason I am bringing i t up , ¥Je agreed t o hold it 
until you got back . 

All right. 
Hanee w111 
questions. 

All right. 

You make your 
bring it i n; I 

How i s that ? 

recommendation t o Hanes; 
w1ll sign it, and ask no 

I am not inter ested; I'll Just s1gn it. 

You have already signed it. 

Well then , l et it go. 

That ' s the only question- we hold it until the first 
of March. I thlnk we 1ve got to l et it go. 

I am not int erested; it.' e a de t ail . Whatever !Jr . H11nee 
agr ees on - l e t it go . He ' s got to decide l t . We 
ha ve Just got to - I am not interested. You will 
find out I am not goi ng to be barked down . 

I don 't mean to, ur. Secretary. 

All right. After while you wUl flnd there are cer
tain thi ngs I'm not goi ng t o touch. 

The Transacerica hear i nge are starting t hi s oor nlng. 
If agreeable wi t h you, I thought we' d have sao Klaus 
cover those hearings and keep me advised . 

No. It i s not agreeable. Have somebody else. 

Foley : I am getting a copy of t he transcript at the end of 
each day. 

Duff ield: I will go anytime you· want me to. 

H. Ll. Jr : 

Foley: 

I thought you wer e going t o. I ' d send somebody else . 

We have a draft of t he Financing cor por ation t or you 
whenever you are ready. We also have a draft of a 
bank holdlng company bill. 
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I M1 interested in both of t hose things, and ••. •• 

Mr . Oliphant was working on eome na tional def ense 
legi s l ation, in connection with procurement of 
planes. 

Yeah. 

we sent the last d r aft to Bob Jackson, and I t hink 
he made it available to Louie Johnson, and be is 
waiting t o hear from Johnson and he hasn't beard 
from him since it was made a vailablP. I thought 
you ought to know about that. 

l?ould you mind calling on Jackson end asking him t o 
bring that directly t o the a ttent i on of Secretary 
Woodring? I mean see tha t it getc to Woodring and 
lets us forget about it until the ? r esident asks 
us t o do sometting . Don't you t hink so , Jobnny t 

Yes , I do. 

Get it to Woodring and let 's s it tight unlee& the 
?resident pokes us on it. I ' d send a copy t o both 
Secretary Wo odring and Swanson , t o both of them. 
Why not send one t o the Presid ent , ~oodring, and 
Swanson? Do it tha t v1ay - t o the Pres ident, Wood
ring, and Swanson, and tben we s it tight. I t hink 
I'd do i t that way. 

I don 't know whether the arrangements were for you 
and Sob t o do it Jointly. 

Aga i n, I am going - unless t he President puts my 
nose in it, and it's no t Treasury matters, I am 
going t o keep out . 

The contrac t between EXport-Import Bank and Universal 
Trad ing Corporation is in pretty good shepe and I 
think they •111 be able t o ge t t ogether en~. t 1gn 1 t 
sometice this week. 

Good . 

I have a wire tap~1ng bill, pr etty much in the same 
form as it wa s in' last year, when it didn't ge t by 
the Senate. I think Chief Wilson and some of t he 
people in the lafl enforcement •.... • 

May I give you a suggestion on that~ 
to see the new Attorney General, and 
like h18 advice on it? 

Will you ank 
tell h1m I' d 
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Yea. 

The new Attor ney General - I ' d like hie advice on 
it. 

Yes. I t h i nk if you ~et a chance, this noon, you 
might mention to the President that nothing has been 
done about either ext ending, p~etponing, the taking 
effect or t hat civil service order tha t becomes 
oper ktive on the first o r February , or makes some 
pr ovieions for t .he lawyers. 

That i e a matter which Prof essor UcReynolds has been 
handl i ng with Prof essor Cochran, end I hate t o get 
between the t~o of them. 

Well, I intended to send a memor andum Friday end I 
t ook sick, calli ng t he Pres ident's attpnti on to t he 
r sct thlit be hE.d t o have a conference before !'ebruary 
l, and suggesting Bob Jackson end somebody from the 
Treaeury, and c ivil s ervice, be pr psent . 

The t t akes ca r e or t hat . 

I brought it up •• • • 0 0 .. 

Don ' t misunderstand me , Ed~ ie; I know there is a lot 
o r stuff -- I hope it is a two-year r esoluti on, and 
with the help or the rest or you, I think maybe I 
can stick t o it . I t hink it ~ill be more effective. 

Are you all right? 

I am nne. 
14r. Taylor seked me t o tell you of a conference he 
bad with Bill Douglas saturday afternoon. I happened 
t o be i n Mr. Taylor's office when ur. Douglas got 
him a m said they bad a long let ter rrom ~lr . Richberg, 
r equasting a de lay or t he hearing, and L~. Douglas 
sai d there were a l ot of things in the l etter which 
mi ght eventually concern the Treasury, but t he one 
t hing immedi a tely concerned wee tha t Richberg said 
they set tled their difficulties with t he Treasury 

' and Federal Reserve Board. R1chberg ie representing 
Transamerica . 

But they have settled it? 
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Duffleld: Tha t , t her efore, t or the S.E . C. to proceed with the hearings put it 1n the position o~ critici~ing what the bank's exa~lning agencies bad done. ur. Douglas said he proposed 1n his ana~er to llr. ~lchberg - he bad t o send it right away - just to pass over that remer~ and say nothing about it. ur. Taylor said be tb~ught ur. Douglas could do it that way , or s~~ •ror obvious reasons I am not caking any reply to i r relevant. rec,.rks ab;,ut t.be banking agencies, • and ~e said it could be done either way. 
::. ·!.J r: Ul right. 
ourfleld. : :.lr. Taylor poi nted out. t.o !!r. ;>ouglas t.ha t. Rl chberg was in error, that. t.be bank hadn't settled al l the mettere w1t.b the Comptroller an4 the agreement speci fically pointed out. there wer e very 1mportsnt matters not e et. ~led which were in the agreement. ~. D>ugl" e sal~ . •That is flne,• and he went ahead and wrote the letter. 

li . :!.Jr: 

FoleY: 

H.anea: 

~. tLJ r: 

Ranee: 

Does 
on? 
have 

anybody know or tha t last letter ~erman ~orked The last tblng be d i d. Di d the Comptroller an ane.,t'r w tba t ? 
He had an ~ewer eay lng, th• t is ell right, t hey d idn't thi nk much or the i dea anyway end they put it 
u,> to the bollrd, and I understand that the board hae accepted t hose seventeen points. 
Tb~t 1c right, t he board paeeed on them. we haven't bad any orr1cial not1cA or tb~t. I believe, but I go t it - the compt roller got i t troa Jea ae Jones tbe 
day Jesse talked with one o r the officers or the bank and said they bad a d irectors' meeting that day and bad oassed on all th~se seventeen potnte. The r eco•eendat1;,n - the let~er wb1ch we had in answer to the letter you are talking about, 1n ans.,er t o AIDadl ~ G1ann1n1- whtle be d i dn't think t hese t hinos were necessary, still be acce? t.ed them 1n good f aith and recommended to t.he board tha t t.bey a dopt them. And as a result or t.bem we get an unorr t cial answer back 
through Jesse. He knows they had a meeting hnd adopted t.hem. 
The tact that we sent a d ifferent. le t ter, t hey a cceoted it? 
They accepted lt, and be sai d he would r~oommend to the board, t he tact that t he Comptroller couldn't 
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give away any of his authority. That ie what the 
e!!eot waa . He couldn't give away the mandate o! 
Congress i n his J ob, 

The only other thing I have 1e th18 power f inanc i ng 
t hing wh i ch I have cleared through Ur. Taylor, and 
Ed handles it as r out i ne. We had it over the week
end, but we slept, 

When Mr. Hanes 
my attention. 
you. 

bee adJusted it he wil l bring it t o 
How's that? The next move i s up to 

I'd l ike to talk t o you (Ur. Henes). 

Is that all? 

~oept the bulletins. 

Pretty good shape? 

I think it i s Just about ee well ee we can do it 
this time. 

Harry? 

I have a bri ef memo here on the review of capital 
movement t or 1938. 

Hang onto it. 

And one o t her - gains and loe ees of gold during t he 
year, and one on trade - world trade - who's lost 
and who ' s gained , and eo on. 

Can I have the world trade one? The other one you 
can hang ont o . No, no. You hold those until I get 
a chance to see you. 

There is a memorandum her e which hae been cleared 
wi t h the legal department . We have gone over it, 
and spoke t o Taylor about i t and he left some 
comments ! or di scussion . It i s rather important. 
It relat es to a request ! rom the State Department 
with reepeot to extending the powers, t hat the 
President be able to do all sorts ot thi ngs, t o 
check up on countries that defaulted on their debte, 
and so f orth . In t he l ight ot what you said thie 
morning, I don't know whether Hanes has been over 
this or not , but I will take th18 up with him. 
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Good . What elee? 

Here is a report of which, if you haven't read -
it's rather long, I ' d l ike t~ ask you to read it 
I t hink it ' s i mportant. Thle is l.!cHugh ' s r eport. 
ot the recorded conversation of Chiang Kai-ehek 
and the Arnba s eador. 

I am hol d i ng up quite a vo lume of cables until tbe 
Secret ary gets arouncl t o it. I have been holcl1ng 
of t quite a few cables. This is McHugh reporting 
on t he conver sation be tween General Chi ang Kai
ehek and the British Ambassador. It is rat her long. 
I t hink you will have t o msrk out a couole oointe 
ther e . · · 

Ser.d it up to t he house. 

The Brazilian l etter wh i ch went fo rward, we are work
ing on - preparing A report on each one o r the oucs
tione asked, so to be ready beforQ l t c~mes up. · 

~!uch before . On tha t, somewhere i n the shop , I 
think I gave it t o Tay lor, i e a letter t hat Hopkins 
sent me from hi s peopl e , showi ng wha t the busi ness 
needs were or Bra~il. Somewher e he sent me a re
port - 111\'hRt Brazil Needs t o BuY. • Will you find 
it? I'd like t o read it, see? And then, the o t her 
t h1n6 in t his month 's quar t erly foreign af fai re 
quart erly - if you haven't read 1t, is an excellent 
article by a man who calls himself tte Economic 
Advisor o f the Foreign Policy Assoc1at lon, on the 
whole F::>re1gn Polio:; C'>mD1ttee. He used to be on 
the Tariff Commissi on. I t hought I eight - 1t is 
one of t he cleares t things I have read on South 
Ameri ca Rnd Germany; I t hought I'd ask Jake - also, 
possibly , there might be somebody we c?uld call in 
occasi onally as an advisor. But the article 1~ 
excellent, and , inci dentally, t he c&bles , on an 
e ight-month basi s he uses - and I t hink, t f you 
bring that up t o dat e ...• • 

we have a report on that, but up to a t en-month date. 

Read t his t h i ng. Hie opi nion i s uo t o nate . ~oet 
ot t h i s stuff i e ~alk, as tar as trade goes 1n South 
America and t he t we haven 't l ost hardly any t hing 
except two countries, but the people who have lost 
i s Gree t Britain. 
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That 1s the rac t , 1n exception wi th the last c~uple 
months . 

He Just had t he last t wo months . You have - r ead 
hie article, and bring it up t o dat e . I haven ' t 
s een anything qui t e so clear. He calls himself 
Economi c Advisor to t he Poreign Policy Aseoclatlon . 
Jake knows h im, and he di d hi e ground work with the 
Tariff Commission . That 1s wher e he came from. I 
eey , there are some r~w people who seem t o t t 1nk 
clear !y . It certainly impressed me anyw~ . 

Ther e 1s a report that i s already made . I have to 
write a cover memorandum on Brazili an debts, wnich 
I think will be quite startling i n its conclu~1one, 
and 1t.' s the beet thing cade on t hat pa.rticular 
t hing. 

On that, t1nd out from the State Department , ttr . 
Thomason, who used to be with Buell, and has gone 
over tempor arilY with the State Department. 

Who? 

Raymond Buell, and he, I t hi nk, i s the man who i e 
handl i ng the broadcasting f or him. P.e i s 1n Bra zil, 
there . You can address him a t the Chamber of Gom
merce down there. I ' d like to have him back up 
her e . Raymond Buell e~ys he ie about the beet men 
in t he country . I went to get in the people to sit 
in and advise me. The State Department borrowed 
him; I think he ' e handl i ng the broadcasts of South 
Acerica. 

And you 'd l ike t o have him back? 

You don ' t soell i t t he regular Thompson - I think 
i t's T-H- 0-U- A-S-0- N, but Buell said t o me, he 
considers him by t ar the beet man. 

And you'd l ike to have hi m back up here by the 
first of Pebruary? 

You r ee.d that article he wrote. 

Oh yes . On Paraguay t oo . 

I think he ought to be beck. 

You ' d like him up there by the first or Febr ua.ry? 
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I I d lUte t o have h tm here by t he firs t o r rebruary. 
and I • d lUte t o have the uae or him . 

And then we are alao preparing something tor 
Chile , and it wlll be ready , 

The i nflow last week was thirt y-tour mi l l i on dolla r o. 

The main t ting on the exchange i s t hat sterling 
has increased from 4.65; it is 4.67t, and the 
Brit i sh fund has taken a much stronger stand; one 
or two days last week were uncertain on the other 
aide but they stepped right up and he l d the rate 
up which i s quite s departure from the old method. 
They have not gained any capital, in tact they have 
lost since the first or the year. I bave quite a 
number ?f things on ~ desk and probably if we hold . 
thee long enough we can put them in the file. 

There wes one other t hing i n connec t ion with money. 
I got t o the forme used by the Britiab in mRklng 
purchases , and I have a memo on t hat ; of course, 
I knew what would happen. The rederal Reserve 
doesn 't want ••... .. . 

! A lt worth making an i ssue over? 

I doubt it. 

I can call up ~arrieon. 

Harrison was away last week. I don • t. t hink eo. 

~ay I say, in strictest confidence, I have a letter 
her e which i s tr~c an unim~eachable source, about 
Uonnet which is j us t terrible. It is just terrible , 
and I ~ eo plea sed - everybody t hst i s working with 
t!onnet, be triple confidential. Acc~rding t:> this 
man be i s beaded tor j a il. 

Who, Uonnet? 

Llonne t . 

He ' s too smart t or tha t . llonnet is not going to 
jail. Monnet can take care of bi~self very ~ell . 

That i s whe t they say. 

That 1s all right. I' ll bet ~onnet keeps out or 
jail and makes a good living. 
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We l l say, he wae once in Traneamerica. 

No t ~nly was he once in Transam~rica but t hey aay 
further he ran ott with t he wife or !.!r. GiAAnini. 

I don't think that i s true. 

Yee i t i s. A representative in Ita ly ror the Bank 
or America - the Oianninl in Italy .... •.. 

He must be pretty smart in Italy if he can get 
anyt hing away from Giannini, he ~u•t be ver y smart. 

Gi anni ni still m~ be smart er. 

'!cileynolds: That's wha t I say . Uaybe t ha t is the reason wby 
Giannini like s hi~. 

'!liMO : 

!l.!!.Jr: 

Lochhead : 

"anes: 

H.!'.J:•: 

i! .!' .Jr : 

Lochhead: 

!1 . \I.Jr: 

t..ochhead : 

Ur . Gi&~n1ni was 1n sympathy with the movement. 

"And ventured the opinion that some day would l and 
in J ell.• Is tha t a l l right? 

(Node "Yes . •) 

Isn't he in business in this? 

Put t h is in your pocket; don't let snyb~dy see it. 

llonnet and Company . 

So please, everybody, let' s be extra careful. The 
old elbow is tingling on the thing, you know. Some
times a fellow will come through a lot. 

That is all. 

Brief ly, how did the Engl i sh buy planes? 

They apparently - we had t~ make a certain sm~unt 
of guessing in t he first part. Apparently, the 
American manufacturers went over on the ot her side 
and got contracts over there, then they sent over 
a couple officials on t his a i de who are stationed 
right out in the pl ant for Lochhead and North 
America, a nd they watohed these planee go through 
the line, and then t hey t ill out certificates, and 
when they put the certificates in form and send them 
to the Federal Reserve Bank, showing the planes have 
been out on board t he bank si~ly debits the account 
:>t t he Engl1eh; a~d t he pl&.nea in sooe cases actually 

• 
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haven't been put. on boar d , but p~vments are made 
a s 1t pr~greeses. The Fed simply pays out on 
forms which are signed. 

I want to show that to the ?residen t. ~ t one o ' clock 
so 1! I can have it baok. 

I made a memorandum on it ; I am going to give it 
to !~r. Hane s. 

Harry, there is an article in today's Times by 
your namesake !rom Chile, in which he says the 
Chilean Government either bought ten or twenty 
complet e Diesel trains in Oermany, and I thought 
~e'd try s~mething new; we've never done t his be
fore - if you would pr epare a memorandum from me 
t.~ !~. ~opkine , and ask him to cAble down there 
f or us, to find out why t he Americans d i dn 't get 
the business, and unrter wha t circumstances the 
Oermans got it. I mean, t en Diesel or twenty 
Diesel trains represent a lot of mon~y. See? I 
thought we would try i t . I f you will v•rite me, 
h1s representst tv~ rlown there, what were the cir
cumstances, snrl so forth? I' d l i ke to get that 
over t oday . 

(Nod s "Yes"). 

Danny? 

The aud iting of the Stabil1~ation Fund has been 
completed and is avai lable t or you to take to t he 
?resident if you want to. That is, the usual 
letter. The only t hing I question about. 1t ls t he 
last sentence. There is some indica tion the Pr esi
dent wanted to make t he report public, and ask tor 
~he extension of the authority. 

Mr. Secretary, i n t.h~t connection have you noted 
a couple cables, one particularly which contains 
a statement about some or the Central Banks, t hAt 
they hoped you wouldn 't make it public . 

Vlould7 

Would not, because they beHeve those oper ations 
should not be mede public because if you make them 
public they might have t o make theirs public. I 
thought if the question were going t~ be raised I 
thought we'd give you a brief memo tn support o r 
wha t their views are and yours, and in support or 
your poa1t1on. 

Regraded Unclassified



I!. :.! .J r: 

Hants : 

:-:anPs : 

1·L ~! . Jr: 

Bell : 

;; . t• . Jr: 

Uc ~eyno ld e: 

H. :!. Jr: 

- 25 -
:81 

I thought I'd i nvite 
Speaker t~ appoi nt a 
and t wo Republicans. 
them, i n confidence, 
t ake t he re port with 

t ha Vice President and the 
committee or t hree Democrats 
I' d be glad to appear bef ore 

and ane~er any questions , and 
me. 

I thi nk I wrot~ you a memorandum on a point that 
came up a t Cabine t meeting. 

I saw that; I'll take this over, plus the r eport. 
L~ thought is I agreed ther e is no reGueet - the 
only t h i ng - vandenberg has toll\ me h imself - he 
ca i d , "Henry t his is wha t I ~ant. Whenever t he 
Stabilization Fund i s fini shed .. .. .. • he called 
me u p l a et time to put that in the Sill. "When
ever it 1s f i nally bound up , : think we ought to 
have a public aud it. Do you object to tbat1 ° 
I said, "No, I think it i s reasonable.• He said, 
"That ie all I ~ant. When t he thing ie finally 
finished , or w~uld up, a complete public rep~rt .• 
In the meantime he sai d , "I wi l l take your word -
whatever you Oll.Y ." 

I just wll.nted - wanted you t o bell.r in mind t he 
? resident ... .. . 

The Pres ident ie wrong on t h i s , J ohn. All Vanden
berg wants i s whenever the t bi ne i s fin i shed he 
wants a final public aud it. He said , "I will t ake 
your word- ~hatever you say i s agreeable t o me . • 
He Sll.i d , "I don 't wan t t o l ook a t it.• If the 
m~st accurate Reoublicnn on the Hill t akes t hat 
position, why go' beyond itl This will bring it 
t o a bead with t he Pres ident. 

Dan? 

Thll.t is all I have . 

!.lacl 

(Nods "No"). 

Thenk you a l l. 
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P:•e::Jent : 

~ • . • .Jr : 

Mr. Lochhead 
tJ.r . White 
!lr. Foley 
Mr. Ber nstein 

"hat •s this t oday ? 

J a nuory 16, 1939 . l! :oo &.m. 

I· vl~y : 

li . . . Jr : 
.,mergenoy ~o 1e r s . Gold, silve r, stabiliza tion . 

Jh. ·•ell, •wno 1 s teacher? 
r ->1~:;: 

h •• Jr: 

•·ell , n~re 1 s tne 

No,, , httsn ' t this Act or ' J4 been extended once? 
.. crn3tein: Yes . 

H . .. . J r : Ju.~ t unv.: o litUe line .•. 

o~:rr,:iteLn : Yc~ , yes . 

H . • • J~: <>1roply ~bY "extenueu .... " 

Cal' l<>t.dn: Substitute th~; .vora ' 4l f or 1 JCI ln t •o ;>laces . 
il .. Jr: 'l:h.,t ' s 'lbat Ito N&nt. 1 '<nO•< tha t ' s what the 

Pre~ident NKnt s . 

FJl<:~ : Here, s tri:te it out - tilose t 110 - whu tever you 
·.&nt in tnere - 141. · 

tl • . • Jr : Tills is whr, t it whs before? 

t .lluy : ~be one tru .. t 

D•rns tein: Tha t •s the one th~>t • s txtend.,o; th;. t•s shor ter . 

II . • . Jr: .. ell, isn't tovt what we dio befor e? 

h r ns te1n: Tbnt• s r ight. 

::.82 

r oley : Strike this out, ;>Ut ' 41 in there, if thn t ' s ttl e do t e 
you :vent. 
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Is tnis the bill? 

No, th~ t isn' t the bill. 
present time . Thut •s the 
only thi ng we have to do . 
got the draft there? 

Thst 1 s the l aw at t he 
provision - t ha t ' s the 
Have you (Bernstein) 

183 

Larns t ein : Yes, the drafts . This is the one that follows. 

a ... . Jr : 

~tlHt : 

.:>lc~ : 

r.il ltc : 

H •.• !. Jr: 

foley : 

2 . ! . Jr: 

I know. I want - I jus t went - I ~ant the whole 
tniog extendea . .rho doesn• t? 

1 don 1 t think there 1 S tony 4ues tion about it . There 
may be & little more opposition this t i me thton before • 

.. ell, we ' ll s t art early . 

'l'ha t <IOuld extend the whole thing until • 41 . 

'l'he r ecent :.ction by Great Britoin should make it 
easier . 

//ell, this is very simple . I would f i x this thing 
up on the bas i s that the thing be ext ended for t wo 
yet~rs - complete powers . I would ><gain clear this 
thi ng tnrough the Attorney General. 

All right . All right, 1 1 m going to see him at a 
c,.uarter after three on the 111re-t~:.pping . I'll take 
tnis t ning up t oo . 

Tt.ke this thing up ~oo . ~·ix 1 t up. 
b letter of uppr oval ... I mean would 
this wouldn ' t normally go to him? 

If he ' ll write 
tnis go to hlm -

rolcy : No . 

H • . • . Jr: 

l'oley : 

B .. J. Jr: 

F.:> lcy : 

No . I wouldn' t bother. This ls just . •.• 

Purely Treasury . 

I • d fix this up f or my signa t ure to the Pcesident · 

To the President . 
f o r hi s signa t ure 
Speaker? 

.~<nd then do you want a letter 
to the Vi co Presi dent snd t he 

' 
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Yes . 

O.K. , we• ll have it. 

Yes . 

J.. r e you going t o be ca l led before the Co!lllllittee on 
~his? 

Oh yes . Ample ti~e . 

You ' ll ha ve t ime to prep~re • 

J h y~; !; , I 1 ve got lots of time. 

'"'ne se ~~re the 

I ul<l~ n tha t ' s en e~<SY llne; I c.J" bn I ' ve go t lots of 
tlol e . 

Now wna t • s this? 

'! hose bre the new regulat i on s under the proclama ti:m 
of liecember .31. I 've cleured them now with Ar ch . 

.. here till I sign on them'? 

'l NO talngs t o sign . One i s - this is just " ••.• 

No~ tnis is just wbLt we s~io •.• 

It ' s uomestic silve r . .Vna t you 1 re doing on that -
yo u're allowing them to oeliver all tne silver t hey 
mineo up t;o June .3u t. t t hb t pr i ce, wilether o r not 
it is pbysical ly oelivered or not ot thet time. 

••ell, t ha t i sn't my under standing . 

'l'bn t isn ' t the o r igina l, but tha t ' s wha t v1e CBme 

a round to . 

Oil no . 

~ think tha t should be c learly understood . 

Untier the pr oclamation it nco to be d elivered by 
June Ju, see - r e f ined silver. ::e 1r e spelling out 
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':delivery" to mean t 1vo things : e !Lht:r physic&l 
o elivery , or they sign u c ontr&ct before June JO 
.vhich g ives us title to tne silver; befo·re Ju:·1e 
J J :te nave title tu 1 t. 

•·ell, wh e re .vould the sllver be? 

::.ru.t.ta.: i t would be in tnc ir ;>osses:;i.:~n, t.nd they ' ll a elive r 
it, tht~y'll m11 Ke Ln._ p:ly~l~t.l ue,>osit of t ht. silve r 
.; o.n ~; ti:ne ;,rter June JJ . 

... • Jr : 

.i • • Jr: 

•· tl L, y ou cot. nge u . 

Tot. t ::as toe .loi!lt I broucht u , , :.lr . tiEcret;. ry . You 
.;o i d . . . . ~ 

You S<- i u - nob'-'.lY to l .... rnt th . t ·a cn I t ook l t ove r 
t " tn" Presi dent, Hhen I go t hi,n t o fix the price . 

No , 1. nd tne ,, ue s ti on wt an 1 t U f) 11 t thv t t ime . Tnen 
"lo g :mo Pi ttmon 

l:es , but now ..• 

. . a tod Thomt> s c <occ i n til s ee T~oylor . 

Just a minute . Let ::le .. x,lto in somet!lint , s o - the Nuy 
I :11J1t to wo r.-, s o you ' ll t< l 'lh)S :<now. I mea n it 
t okes ti.lle . nna t hen t nc botn o f you • . . o'.'ha t you 
S•lould do in ~ c~o se like t ni s l s s<oy, r :Jr. ::or;:c:nt.tnu, 
s ince you ntnt t o sel: tne Pres ident tne situa tion nos 
em ngea o:;.nd theref~re •t: ' r e c nan,; i n;; the ciocWJent 
<- 1'-' llt: t h.: f o llo.t1nc ~~ys . " Se e" flut ale!iys be CLre
t'ul n,~ t t o give me t. n:, tn.!.ug ~o sign which hLs ch<.nged , 
.\nll rE. I ' d :;ccep te<.l the thing . 

Nv .t , .men I .. e nt t .:> s ee the l'resiuent , tnls i s wllr t 
.1. blu n J.,n. I s .:io , 11 :-ir . l' r c::~ iacnt, unaer this me tllou 
•Jf buyi rt;: .. . " - this J.Ct ex., lrus so tnnt it ' s 
uil'fe rent; tni s i s ex t ended - "· • . ve ' re saying th&t 
tlli s s ilver ,Jhysicully mus t b e uelivered v t the mint 
' n or b e f ore June J •) . " J,nd i n :0;1 own mind and in 
o ur 0 .vn uiscussi <>n w l;l s~oiu t hv t means t ha t this tning 
13 r ehlly onl y ~ood f or three montns . 
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Now since then there ' s been pressure put on. 

Then there was pressure put on. Pittuwn, King •.nd 
Thomas ca me in to Taylor. 

uo you get t he fact? You wunt t o b e ve ry c :.reful, 
in dea l ing with me, t o point out somethi ng you ' ve 
g iven me is different tha n whh t it was I t ook t o 
see tne President. 

The pro~l&~&tion is t oe same; no ch~nge i n the 
~rocl~btion . This is pr ovideJ for in t he r egula
tions t n:.t «Oulu have been i ssueo anyw&y under t h e 
pr ocla:ilatio n . l:e • r e not changi:lg the proclamation. 
'J. he proclr.&ti on OGS enoush elasticity to ;>~ovide 
for - t o change tne construction. 

~~ing a d ifferent constructi on. 

" Dd Pit t m& n s a ys that the smel ting pr ocess f or cer
tain mines is s horter t itun f or other min es and if 
you're going to be fair e nd if you 're no t going t o 
shu t down ruines, t hen you 've sot to moke t his con
s tructLm . And tllis is, as I understand i t, what 
Taylor thinks ought to be done . 

"ell n ow, <~hat 1 .vent t o see the Pr esi dent about 
o riginelly wa s a three-montos vroclu~ation. I 
t nought it would be gooc f or him to ha ve t bese 
;:~eople .1here, f or tne next three months , t hey "'"nted 
t o see hi:n . 

Ye s . 

Now I don' t .tnow 'llhe t her I wnnt to ch!.~e tha t . 

Tou t r eason s11ould :; t ill s t <. nd . 
them v irtlllillY - woul o g iVe t bem 
~na mor e thun th&t , I think . 

! his '.7oula g 1 ve 
six months' mining, 

" ell l e t me ask you - I •m going to t ake the other 
sloe: I d on't ~now anything ubout this thing . ~ow 
in the first pla ce, how muny peopl e or e tnere wed 
buve t o moke contr&c t s ~ith? 

The vbst m& j ority will be through tne medium of the 
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big s melting compunies, ~h1ch will come t o about 
s ix o r eight - will b e cove r ed by this cont r a c t 
ide<~ ; t ha t is, we won't mttKC n cont r act with tne 
in~ividunl miner • 

. Vhi t e : 'J.'n ey ' 11 be entl t led t o make a contract . 

ilerns t ein : 'J.'hey will , b ut in f a c t t ne c ontr a c t s will be made 
jus t L S t n ey ha ve be en i n the pa~t. 

ri •• J r : Uoesn •t this give tnem ~ wonde rful c hance f or 
boo tleg.; ing? 

BLrns t e'tn: ll ? , beCr•use tney •ve go t t o use - s ubmit the same 
.cin;: .:>I' l'.ffia.t vi t s \¥e 1 ve betln u s ing : t h is ins trll'nent 
of tra nsfer, t his contrbc t. 

Loch.ler,J : You c bbnged t ne me t llou 1Y.1en you s i gned t his procla13b
tl.:>•.. Up to t nis tllle , unde r t ne ol d ,>r oclama tion, 
trley coulu aelive r ~ilver wh ich wa s mi ned up to J une 
Ju - « s l ong o S it was mined up t o June Jv. You 
chlm~ed it on thls proclamation . 

li .. l. Jr: How do I a:now ;vnetner it t s going to b e Uli n ed? 
uo I .m ow whe n t hese f ellows sign it tha t this 
isn • t a phony? liow tlo I l<nO·I t tu, t t hey 1 r e not 
t o bootleg t he s tuff? 

How 
t hing 
going 

.. nite : Yo u give tnea~ a longer t i me to delive r . You ' r e 
a sking a c,ue3ti on : now oo you .mo .... hl< t t hey .rill 
s ubse<;.uently d e l iver wt.s mined ••. 

t! . J . Jr : • • • t:as :~~ineJ ... 

.. ,l! t e : Is t here o ny limi t to tion o n tne d t. t e tney .nust 
dolive r a fte r mining? 

"drn~teln : Pr esumably put ~ f ive-months 11tm1t a t 1on, • hich 
!'ol lO•IS toe f or mula t hat .... 

;:111 t e : 

H • .! . Jr : 

Gives t hem f i ve months to deliver s ilve r Nbich tney 
;>r esu:na bly had mi ned .•.• 

Le t' s put it t nis way. Tbis t hing had j us t expired 
on Decemb er J l. Nor: , wh:. t NL S the sitU&tio n then, 
Nb~ t N&s our cont r actUh l r el a t i on with the producer 
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or refi ner? 

Bernstein: ~<t t hat time? 

H . ~ . Jr : Up to December 31 . 

~ernsteln : Up to December 31 t hey could del i ver to us all tne 
sliver mined up t o December 31, and had &bout five 
months 1 time i n which to ma.ke delivery. In our 
own thinking we said they could mLke t he delivery 
&fter December 31. No,. ·re also had with all tl:lese 
smelting companies - they llsve six or eight of them 
that do well over 90 percent of the business - we had 
these contracts whicn provided for delivery within 
the five-month per iod . Now the r eason they had asked 
us years ego for t his type of contr~ct was this . The 
processi ng of the silver takes maybe two t o five 
months, and tney ••ant to pay the miner for the 
silver immediately . The miner want s the 64 cents 
right aNay . They ' re afr a1a th&t the President will 
revoke his proclamati on in the tHo or five month 
period and they want this a ssurance from the 
• raasury that tney wouldn ' t be out on t he limb . 
~o we•ve made th&t contract. 

d .~.Jr: How long was that kind of a contract in existence? 

Bernstein: Oh, I should say a t least three years, three or 
four years . 

H .. L Jr: And it worked all right? 

~~rnsteln: It' s worked perfect ly . 

H .. L Jr: "hat you're asking me t o do is continue the same sort 
of thing. 

toley : ~hat 's right. 

n. J .Jr: But the advice you gave me before wasn't right. 

Bernstein: No, I think it wasn't, and I think I can point out 
what was • ••• 

H. :!.Jr: Well , you can't be right both ways. 

oernstein: And I think it turns on the word "delivery.• In 
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o rder to comply wi t h the sta tute , we s uggested 
tha t t n e s a fer cour se was t o ins ist upon a elivery 
be f or e June Ju. No 11 'lie 11 r e s imply d efining the 
wor d "d e l i ver / ' to inc lude no t s i moly physic~ l 
delivery , b ut delive ry br transfer ' of titl e . And 
He ' r e us ing an ol d - t ~11s i nstrument of tra ns f er 
th ls contr act , as t he devi c e t o t r ansfer title . ' 
No:1 , t he d iffer enc e b e t ween t he present situa t1on 
t niJ t is , of J une J J , vnd 'llh&.t ' s exis t ed in t ile po; t -
i n t he pccs t 1:e nave aC t UIIllY en:,bl ed them t o make 
oelive r y , both ,>hysic&l deliver cod of ti tle, after 
Oecee1ber 31 , e ven thoueh .ainea befor e t hat d&te . 

But the f ac t r emains th6t you aian' t t hinA o f t nis 
until t he pr essure u bS put on you . 

ue t hought o f i t , !.! r . Secretc r ) , a nd .~hat :1e anti
cip~ted has aappened, t n<.l I think t he effect of 
tn~t is very s elut ttry, b ec;;use i t s t a rts t :te s e 
Gen~ttors on the Hill t hinki ng about cont inuing t his 
pouer b eyond the ) J th of June . I t hinK ·11e ' ve go t 
t he benefit of wha t we wunted . 

~eybe . You haven ' t s o lu me . It ' s all r i ght , but 
I me,, n I t h ink thtJ t under the cir cumst ances I be tter 
ge t out t hese kind of r egula tions , b~caus~ I t hink 
.>ur ;:>osi ti:m is weuk . I t hlM our ,.osi t i on i s .ve~k 
anym;.y - thu t ·.e •ve found ourselves buying under 
toe . . . 

. . . Thoml.S ao~n.ment ins ter.u or toe Silver Purcil&Se 

t.c t. 

I don 't t hink our positi >n is ve ry hot on t ne t ; but 
t hn t •s a l l Natcr ove r the d&m . 

JJi un ' t PittmL<n inaicat~ t m t tne 51lv~r Purchase 
Act mi ght be r epenled? 

ns I uno.e r s t and h is conve r se t i ons with Ta yl o r , 
l'i t t m::.n wa s ve r y a nxio us not to br ing in the ,,uijS
t i on t ha t dooestic silver c ouldn ' t be purcha sed under 
t he Si l ver Purchase Act of ' ) 4 . 

JJidn 't l i ke tha t? 

Looks like a. genera l s e t - up th~t t ney• r e goint" t o 
repeal t he 1934 Silve r Purchos e Ac t ; so t her e for e he 
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,yunts to ~teep domestic sepor a te fr om t tw t Act . 

!'1011 look, I g e-t you- so on that basis he ' d give us 
our St abi lization ~·una and the devaluation - on 
t his .. . 

In order t o extend t his Act, under which be hopes 
you will continue to buy silver . 

No ll , is this t oE: one? 

1ha t•s t oe one . AnU then tho regulations you have 
to s ign. That's your memorandum to t he Pr esi dent . 

llh i:ch is the memorandum? 

'l'lll !i .me • 

I'll slgn tnis, but - I b&ven1 t got t 1we, but tell 
wlloever i t i s, your off i ce clerk, not to put tile 
Pr esident of the United tit ot es - to give me ~ sheet 
llke tha t. Look . See? I me~n it ' s a •••. 

Very Ne l l . I' m sorry. 

I mean f or me or the President . I ' m 
t. bout having nice clean typewr iter s . 
J.ll tne girls ana all the m~> chines . 

but tnis goes t o the Pr esi dent . 

ver y meticulous 
Just s s easy t o . 

Xes , sir , t ogether ~ltn the3e . No~ , Bernie, *here 
uoes he sign tnis? 

..>er11stein: rt i ght here . 

H • • ~ . Jr: Together ,,i t ll t hiS? .Yhat? 

bernstein : Tnat ' s r igllt. 

Folo~y : 

11 . ·• · Jr: 

Foley : 

l na t •s r ight. Then the Pr~~ident approves ~t 
on the left and puts the da t e in. And' here s 
deposition t hat we were just t alking about. 

rlell, t bat•s ell right . 

h~proved f or m covering the silver . 

over 
the 
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Now, what do I take for the President? 

Take tha t and he approves there nnd dates it. 

I see. '•nd then wha t else? 

That • s all. 

Now, do I unders t and - just so tha t I - this i s 
fai rly important ••. Now wha t ' s tnis? 

That 's my memorandum to you. 

On was t? 

lln this . 

llhs t do I do with t he t? 

Keep it for the r ecor d . 

Now, what I want to kno11 i s this: ths t under this 
metood, inasmuch a s we buy under the Thomes amendment , 
whi c l1 is the devaluation of the dollar thing, they 
could defeat t he whole Si l ver Purchase Act and we 
still could continue t o buy domestic silver under 
this thing, and that's most likely what will 
happen, isn' t it, hub? 

I t looks t bat way • 

hlthougb, while ••• 

They may - t here ' s some t alk t hat t hey may try to 
amend tbe Si l ver Purchase Act of 1934 by saying you 
can't buy any f or eign silver under it. Now, against 
that, Pittman vary d efinltely tried to keep domestic 
silver away from t he Silver Purchase Act of 1934· 

(On phone) Sena tor Pittman, please. 

Going to tell b1m I ' m going to do this . This will 
ple~>se him. 
Oh, it will pl ea se him t o deat h, tid!le him to deat h . 

hxcc pt they'll still fight f or the Silver Purchase 
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Act - afra ia if th~t • s lost t~is will be more 
vulnerable . 

Here 1 s the l.Jo .v-Jones . 11 A s trong movement i s 
getting under w~y in Congr ess f or mo jor r evision 
of the :>ilver Purchase Law, with attention c en
t ering on proposals to ban Tr easury ac4uisition 
of foreign- produced met~ol . ::ii6ni1'1cantly, tne 
drive for amendment of the Ac t bas the backing 
of lllll llY members of t ne po·.•erful silver st:.tes bloc 
·•nich s ponsored entctment of tne ori ginal legisla
tion . These members fear t hat continuing l arge
scale government purchase of f oreign silver may 
have the .Utimat e effec t of exhuusting a ready 
ma rket for the domestic out put . Senetor Pittman 
is pl~nning :. meeting of tae so-called s pecial 
:>enate bilver Co~ittee, ~nd will cal l Secretary 
:.!or gentas.u to attend meeting tnis week, a move 
preliminary to prepar at i on of a report to Senate 
recommending possible cl\nnges in pr esent silver 
program . 11 

Inciuent ally , you l<no•'' • 'He bought that Chinese 
ten million ounces . 

Xes, t en million, f i ve hundred thousand ounces . 
'lhey •re negoti utlng t. sule of f orty million 
ounces ar ound Tientsin. l r eferred the~ t o tne 
bt :.te Depart~ent . 

Ten miltlon . 

Yes . 

Better g e t them i n -.uick. 

11e haven't hear a any thin& mor e froLl Spain on silver. 

(On pnone) rlello . 
f ollows:) 

(ConversatiJn wi th Pittma n 
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Hello. 

~?erator; Senator Pittman. 

!'::Jr : Hello. 
Key 
? 1tLman: Hello. 

"::Jr : Key? 

~ : Yes , Henry. 

r.:Jr: Thi s is Henry talking. 

? : Yes ~ 

~:.:Jr: " ow are you? 

January 16, 1939. 
ll:25 a.o. 

? : ?rett.y good. 

~:.rr : Key, I •1es going t.o take over t o the White Houee the 
follJwing r egula tions on silver --

? : Yes? 
i'.!Jr : And I "anted to see whether you thoue;llt 1t •1as all right. 

What vre are proposing now is to carry out the eame con
tractile relatione with the silver mine or with the 
smelter that we had betore ; othe~ise, t hey can give us 
s contract -- ah -- that they have BJ much silver mined 
u~ to June 30t h, and they h~ve five months after June 
30th 1n which to deliver. 

P: I t h ink tha t covers it, Henr y . 

~. :Jr: Will that. be all right up there? 

Yes , no•· you kno .. I ~Vent down to treat Taylor --

.:~:Jr : Yes . 
And his counsel down there about this matter --

Yes. 
Becau se they were -- well, there was ~srdY here from 
Idaho and there was Wiles, t he pres ident of the ?ar~y mines -- and they nad some facts there tha~ I 
hadn 't known about at the t i me , and that was t hat tneee 
s~elter com~anies out there had retused t o pay anything 
exceot the new t he world oarket price by reaeon ot the 
unce~taintv as t o wben they w'uld orocees it through. 
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Yes. 

I called a t tention t o the f act that the smelt~rs out 
ther e got great ore p i les, they call thee f lux ores; 
t hat i s, if they get too ouch metal, the~· ' ve got t o 
"'alt. until the:· ge t ~1l1cl' , or vice versa, but any.,.ay 
they had refuee~ to ~~ it.. -ell , of course t hose min
i ng coc~anieF a re de~~ndent ~n t.~ose ecelter P. ThF t.'e 
P 1:!. the re' e left :>f 1t. It t hey '!'On ' t te <e 1t, they 
w:>n ' t tll.ke i t. 

, .. ell, y~u think this i s a ll right? 

... e 11, 1 t seemr, t.) me fr'o ~·h• t you s t a t.e t here, thr t. 1f 
t hey contract --

ves. 

)r: ::~r befOl'e t he S 'l til c ay ~f J une t he t the:; hl've so auch 
current Pilvo;r in )~ssese 1~n 

Going throut)h the -- the c l ut·ee of pr:>cee ~ lnf -

Tl: .. t ' s r ight . 

'ihe~· can c:.ive y~u t h e exect n=ber )f ounces a~ fttr ~>e 
the t is conce r ned, bec&uee ~F ! say Fhe ' d eh.)rt. and 
t hey "111 have conth~ ln f'hich t~ r el1ver 1t --

The t' e right. 

~ t h ink i t will settle t he wh:>le t h ing, !'enry. 

Fine. 

I ' m much oblie.eo t' .vou. 

·•,w, ,.,111 you te!l Foce or t he boys U? on the hill .. ho 
ere i nterested , 

l h -h~ ~re l nt.ereeted t.r~t h~ve been vee , I ' l l t el t ose •. J 

ar~und t.~ see ~e. 

?art1cularly sen&tor Kine ~ nd Senet?r ~ocPe . 

! ' 11 get. them right away. 

ThomP s, of lltah. 

• 
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I ' ll ge t them right away , 

I t hank you . 

Yes. 

Thank you . 

195 
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~hat • s O.K. Kight as well make a friend out of it. 

Sure. 

Just one point. This may come up in discussion with 
the Pr esident - I 1m pretty sure you know it; I want 
to make doubly sure - that merely by way of interest, 
if they do not grant those powers, you still hvve the 
power to b~ and sell gold at any price. You can 
move the price of gold up end down Just the same way. 

' 
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..,e 1\idn ' t get ouch furth f r then the opening s tatem~nte . 

Yes . 

And Jus t a b.Jut finiehea whe n 'Uc r.ber g s lApped an i njunc
tio n, :>r etAy r a t hPr, :m u~ , 8gai ns t g:>1n£ i nt J any of 
t h e ban..: s tuff . Th&.t ' s retu1•nable tJmor ro'" r.~orn 1nl\ ln 
the District Court. 

I se~. 

And -- they \"er e -- t he - orr.in0 ><as :.ece u.J l sr.;ely Jf -
of s oe ec:n~ s u ,.> s t E. irs . 

Yes. 

C::a r ges, anc c~unter-charo,es, and v·:1et-not --

Yes . 

And -- ah -- I th inK th~< t a t the ver y !:lOst. he ' " ••on p 
b8 ttle but h&.s a1reac y lJD t the v•er . 

Yo u thin~ so? 

Oh , Chl'iet, when t he i mpr e eelon ge t s out throuo:hout the 
countr y t hll t • •e cAn 't look Pt the -- '"e car. ' t. hl' ve llCOePE 
to the exaciner' s -- ban~ ex~~iner ' s reoort s t hPt rer e 
releesen by you t o u s , and l"'e cen 't -- he ' s ch•r~ed -
~e ' s throrn into controversy the le~ality of t~l' t, l'nd 
cPn 1 t look Pt certe 1n undE' rlYi i!F d ocuoent s l n the pos
sesFl:>n :>f t he bank, thPt he hAe cr eated Pn la~rel'flon 
ln the c i nd s of 8 hell or 8 lot of oe:>0 le thPt there 
mus t b e a hell of a lot of ~ lrt t here. 

Ye s. 

9u t it' s - - lt ' a --

I s it a f act t h8t ! saw 1n the tic ker thE.t he cJulon ' t 
e leo t h i s injunc tion ~n until t odey . Could he have ~one 
1t pr ev iously? 

::>h , Fure. 

"'That ? 

Sure . ~e ' s been t hreatening to ~~r a long t1oe. Mell -
ell -- for e go:»d 0 Rrt .Jf laFt. "'ee~ . 

Regraded Unclassified



;:::.rr: 

:>: 

H:'Jr: 

0: 

:>: 

J : 

H.:Jr: 

;) · 

:> : 

~: :.rr: 

:> · 

;.l!:Jr: 

:> · 

- 2 -

Our crowd has been all righ~. have •hey? 

Oh , they've been swell. 

Uh- huh. 

198 

And -- ah -- he wro•e a letter which - - ah -- save ~hn t 
in effect I cleared tha t ¥11th Johnny about an' hour 
ago by reply; --wrote a let t er sayi ng tha t our whole 
.>rocee~ing was n reflection on the Comptroller • s office 
and Feaeral Reserve Board, a nd -- and he Richberg kind 
of resented tha t. ' 

That ' s too dacn ban , i sn 't it? 

Yee, rell , I cleared tha t anewer ~ith Johnny on t h• t, 
and am juet r eleasing it t o the ~ress now and ~enying 
and so on. I also cleared it with ?reston. 

''I ell this i s -- i t's going t o be a nice fight but -

I t's going to be 'a hel l of an interesting fight, and 
we're all set for them. 

Good. 

IVe 're -- we 're a ll set fo r them. Our boys could do a 
pretty good job on the case if they d i dn 't get any -- ah 
-- supporting stuff in addition to what they already 
have. 

gueee 
vrnat 'e y ' ur I about. the District Court? 

Ah -- I ' m not sure . I t hink -- I t hinE. it wi ll come 
before Salley. ~e've had a lot of e•uff before him. 
I t hink •hat -- tha• if r.e don 't win out t her e we'll 
win out in the C1rou1• Court of Appeals. ~e'll t ake 
t he t hinS r ight up. 

In the meantime will t he hearing be Etalled? 

I don't think PO . we -- t here are certainly chunks of 
it •ha t nerta1n Jus t •o Trans-America that r.e can put 
:m, and We WOn It jUSt hOl d Up the WhOle bearing. 

Yes . 
We'll divide the etuff between ~rens-Aoer1ca and t he 
of ~er1ca and ~ t leas t go on wl•h •he Tr~ns-Amer1ca 
stuff. There is a l o t of tha~ r e can ~ut on. 
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Are ~he Gl a nnlni 's he r e ? 

Ah -- one o f ~hem i s. 

Uh - huh. 

199 

One of ~hem ie, and ~hey go~ ~r r ~o a very bum s t a r t 
r i t h s ooe o! t h e ) r ess b?yP, becaus e - - a t le~st ln 
t hree c a e e e . Gianni n i hPe -- mee~lng a repor ter, he 
s a i d, "You • r e from t h e -- y :>u • r•e \orooellf f rom t he " era l d 
Tr ibune ln Ne w Yo r k . • "Yeah . " "lYe ll, G~d damn 1t '' • 
he se l d , "I v1as try i ne; t o f l ncl you t he ot her <J ay becauee 
I wl'ln t ed t o r et ain you t ? handle a l l of our publicity 
s ~uff , ~<nd I c ouldn ' t flm\ y ?u eo I hPd t ? reta i n Sernays~' 

Yeeh . 

.'-"lei :ne • e t~ld t ha t to a~ l e& et three :>f t.h e ) r l'& l' b~ys , 
and t hey <Ot. toe e t h er -- they all ~?t ~o;;ether end c?o
;:>ared n?t e& on the t h ing and now t h e:' ' r e 'lr et t.y sore as 
h e ll a t h 1m . 

:>h , y ou mean, h e che.n;;ed t.he s t .)ry . :lne tioe he ' 6 a 
Tr i b une and t he next. t.i :ne ne ' e ano ther ;'"'·' er. 

sure . 

··e l l , wha t t!o y)u kn ow about t ha t . And .1e ' s g~t 
ser nay e? 

' 

~e's got Bernays who's turn1n0 ?ut b eaut i ful chartr ?f 
cows , and eunshin~ a"ld gr ass, an! 6 0 ?n. He ' s g? t 
ever yth i ng ex cep t the g uy -- a plct ure ) f t he guy aitk
in<" t he cow. (La ught er ) 

Tha t' s a g ood line. 

A.nd I t hlnk c aybe ' 'e can ge t a pictur e of tha t t n t here 
_;)ret ~Y eo )n. 

Are you b usy a t lunch t omor r ow? 

A.h -- l e t ' s s ee - - ~"~fortunately , y es . !
0
0 tied U ? a t 

the St ate ~e'l3rtcent on sooe e t. uff. 

• h ? 
Do they k eep yo u busy a t n oon our . 

".'e ll , this 18 - Feie ha e been away , and jus t. got b llck , m e! 

last week I 

"le ll , a h - - wha t about 11/edneaday? 
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Wednesday woul d be t i ne. 

I ' ll t ell you wha t I ' ve go t in oind . 

Yes? 

200 

It isn ' t this t hi ng . I want t~ t~lk t o you ebout -- 1t 
y~u 'vP got Pny thoughts on General Counsel. 

Yes!!. 

And I ' d like t o talk t ~ you Just s t r i ctly between t he 
two of us . 

J..bso lut.ely. 

And her e ' s a suggestion t hat' s been csde i n here , pnd 
! ' c\ 11 -te to ltee.J 'this absolutely - - a!: - - :•ol enberg - -

Yes. 

Do y:>u kn:>w hi"'? 

Very well. 
been 

Ah -- I don ' t . 
now lA he? 

But he i\as/eugsested - - he ' s 11'orAr1an 

Yellh - - yeah . 

jo you think well of hie? 

'Jh , yes. Top man to,:> cttn. 

··•ell , if y .lU 1 11 be t hlnklnl" about 1t, and 1f y~u cooe 
:Jver "'ec\nee~ ay I 1 11 hAve you alone end I 1 d juFt l i ke to 
kee•J 1 t be t ween the t wo of us . 

:) , K • 

- 1 d a >orec1• te 1 t because I • ve got t.::> g et eooeb~dy tha.t 
~en ~o -- can • t d ::> as rooc! a Job as ":pr oen, out can 
a ,;,:Jro!lcn 1t . 

Yes . ves : understand. ! ' 11 turn the lee~ over 1n QY 
he~d pna : _ and see y::>u then ~ednesday a t one . 

Right. 

Thank you very much. 

Good b,ve . 

Good bye. 
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"!o" "' re you? 

?rett.y good . Did y :>u h~ ve 

,h , v:e hlld " fine trip . 

:vell, t h a t' e good. 

~:.lw ' s your knee > 

Jh , it'e better. 

ThRt' s g:>od. 

a nice 

Janu~ry 16 , 19~9 . 
3: 4<3 ;>.c. 

2Cl 

tri:J? 

Oetting ab:>ut all right , I t hink, ;>re t t.y eo:>n n:>w . 

I hear you ~nd J:>hnny ~anes have been hol d ing rArry 
~opk1ns' blind s. • 

(Laughter ) That' s r ight. 

1'/hb t ? 

ThRt ' s right. 

I t ' s lucky he cad the t•1o of you to he l ;> hlm. 

"'ell it I guee s it t~)k us both. 

I guees s o. 

'"ell, !'c gll'd you ' r e bee~ • • end I ju£t .. e.nte<l t.~ eay 
"hello" . 

·~ell, thPt. 1 6 very nice . r •m -- I ' c et.udy!ng your fit.ua
t i:>n , and I t.:1 inlt I ' r. o:>rrect th? t. -.he three years 
expire Fecruery 22 . y ,u ltno" • h&t I ' ::. t.eLtlng f bout 7 

Thf t 1 s right . 

And if it does , ! t h ink. t"e may t·e.nt t.o do a little eell
i ng for you before thl' t. 

All right. 

I a s k ed the b:>ye today to ge t s:>me figures together t or 
c e, your ne eds end the TreRsury ' ~ neee s - -

All right . 

And e fter I have thee, ~ell , : •d like t:> sit. d o"n ~lth 
yo u. 
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F1ne . You can call me any t1ce. 

Thank you, Jesse. 

nne. 

Good bye. 
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SECrEtary of StatE , 

Vlas;1ington, 

61, January 16, 6 p . m. 

2:03 

GRAY 

London 

DatEd January 16 , 1939 

REc'd 3 :36p . m, 

FOR TREASURY FROM BUTTERWORTH, 

OnE . For thE fifth SUCCESSiVE t r adinG day thE 

forEiGn ExchangE markEt had bEEn inactivE. ThE dollar 

opEnEd at 4 , 67-11/16 offErEd and moved up to 13/16 but in 

thE afternoon thE British authoritiEs had to givE dollars 

at 7/16, On balancE thEy havE lost but littlE gold, 

Gold was fixEd at 147 shil1inzs 8- l/2 pEncE, onE- ha1f 

ptnny prE~um and of thE 136 bars 79 wErE marriEd and 

only 10 of thE rEmainder wert suppliEd by thE British fund . 

ThEre we.s littlE activity after fixing. 

Two , C!ay, Economic advisEr to thE Bank of England , 

has offErEd to put mE in touch with somE of thE kEy pEoplE 

in thE Industrial Midlands . ProvidEd thE lull hErE con• 

tinuEs and you pErcEiVE no objection I would likE to takE 

advantaGE of this opportunity . London 's statE of mind is 

not nEcEssarily r EprcscntativE of thE north of England and 

I think it would bE worth whilE in thE prEsEnt mixEd 
circllli'.JJ tancES 
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REB 

2-#64, From London, Jan. l6, 6p. m. 

circumstancEs to garnEr OP.iniona thErE . I would kttp in 

touch with London by telEphonE, EnsurE thE continuation 

of thE tElEgrams and could always return in a fEw hours. 

JOHNSON 

CSB 

•···v. • ''"' .. _ 
............ •• 
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P.ARAPBRAU OF 'l'ILICIU.K RJ:OJ:IVED 

JROK: A.merioan l:lllbaeay , Parie, rranoe 

D.t.TJ:: January 16, 1939, ' p . 11. 

10.: 92 

J'ROK OOOBRAI. 

ZC5 

Today there waa not muoh trading on Paris market, 

Spot and f orward :trano ratee and French rentes a ll ahowed 

soae improved feeling following the receipt of more 

di spassionate accounte of the Rome viait than the Frenoh 

preae was or iginally inclined to publish. The Bank of 

France ceaeed purchaeee of belgae after it bad a cquired 

through Guaranty a total of fifteen million for official 

acoount. 

Agenoe loonoaique reporte Prof eaeor Rist having 

~ivan A.msterdam newspaper a hopefUl intervi ew on French 

f inanoial and economic outlook. 

Oentral Bank governor• of Balkan atdes to aeet at 

Belgrade January 17 and 18. 

WILSCif. 

EA:Ln 
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Stcretary of State, 

Washington . 

67, January 17, 5 p . m. 

206 
GRAY 

London 

Dated January 17, 1939 

Rtc 'd 3:42 p . m. 

FOR TREASURY FRO!.! BUTTER\'IORTH . 

STRICTLY CONFIDHTIAL. 

< 

The followins is a synthesis of a British Treasury 

mtmorandur.t on the French budgEt which was shown mE with 

thE requEst that its contEnts bt trtattd in thE strictest 

confidencE by all concerned . 

"ti . Reynaud has restored the oondi tions i n which economic 

rEvivdl is once mort possible . Capital may yEt bt deterred 

from taxinc advantage of its opportunities , if social un-

rest should revive or if there is a renewal of governmEnt 

instability, which st ems less lilcely to arise from finnncial 

questions than from disputes regarding foreign policy. At thE 

same timE thE inherent weakness of a Left Government dependent 

upon thE CentEr and Risht for support must be recognizEd . 

Although thE ordinary budget taken in isolation looks 

htalthy enoul;h, half as much again bas to bt found by borrow

in~ . Is this burden so great as to destroy the prospect of 
economic 
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Economic rEcovEry on which tht Rtynaud plan is foundtd ? 

Evtl\ i f thE immEdia tE f uturt is assurtd (duE to thE 15 

milliard 3ank of FrancE crEdit only 25 of thE rrquircd 

~0 ~illiards must bE raisEd in thE markEt) for how long 

can Frane£ fact sueh an annual burdt n? Tht problEm will 

bt mol:"£ s t.vtrt in 1940, risin::; prieta =Y incrtasE txpcnditurt 

on rr-ar.n~tnt and thtrt stEms littlE likEl ihood of a net 

dtcrtast in thE borrowinr:; procram, 

ThE sEriousnEss of this situation will d t ptnd upon 

thE lEVEl of Economic activity w:1ich will ha vE bEEn reached 

by tht tnd of 1939 , Today with ~ranee barEly emErging from 

thE troueh of d EprEssion i t looks formidablE ; in a yr ar ' s 

time i t may bE sEEn from a point wtll up thE s lop£ towards 

rECOVEr~ and may SEEm lESS awe- inspiring, But thE lEVEl 

rEachtd by thE tnd of 1939 uill dtptnd very largEly upon tht 

immtdiat t dEt ermination of Fr ance to return to work, a 

dtttrmination which will bE govErnEd by the s ttttt of mind 

of thos e rEsponsiblE for thE dEcis ions which rt sult in Enter

prist . so far a s purtlY financial considErations cntt r into 

thE picturE tht RE)~aud plan has donE al l it can to creatE 

tht conditions nEcEssary for recovEry. OthEr things bring 

cqual t h ErE is now a fa i r prospcet of lllakin::; ;>r efits by thE 

t mploymcnt of capital and l abor; but other things a rc far 
from 
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f rom Equa l and it is upon thE Estimation of t hES E non

financ i al factor s dur ing thE next six months t hat the f uturE 

st t l.lS li!{Ely to dEpend . The menace of IYar may outwEi £)\ thE 

hopE of p r ofits and f ea r of thE cost of prEparing for it 

:.~y par a lJZE t h E i n itiat i ve upon which thE ability t o mEE t 

that cost d EpEnds . If thosE rEsoonsiblt for thE d i r Ection 

of EntEr~risE i n ?ra nce do not f ind t h E cour agE to cr Eate 

tM levEl of a c t ivity nEc essarJ to s upport i;;le burdE ns, 

wh ich i?ra;1ce mus t '.)t ar , the REynaud pl an ca,-,not s ucce Ed 

and \'till ha vE t o g ive pl a ce t o an Economic policy vEry 

diffe r Ent in l{ind . ThE borr owing proO)ltm SEE ms t o se t a 

t i m£ l imit t~itltin wh ich thE dEcisi on must l:>t nadt · t hE rt-

va l uati on of t h E gold hol c" i ng of t~1t Ban..!; of Fr ancE ha s g!vtn 

a respitE for a f t.v months dur inz wh i ch indu s t ry may have 

firs t claim on thE r esources of t h e market . Ju t by t hE 

aut umn at latEs t t hE treasury Ifill inevitably bE borrowing 

and t ;lE !>r os!)Ects of a rE newal of continuous .:;ovErnment 

borr o;·t ing mo.y r eawakEn al l the f ear s of inf iltration and 

monttar:; '"i ffi cultits which ha VE des t royed entErpr isE in 

r ecen t y ea r s . 

TherE can 
thus b E no di rect answE r t o thE question how 

lon
0 

can Fr ancE support t he burdEn of rta~Ent . 
The burden 

is 
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i s wi t l1out doubt intrinsically h£ avy; but it is partly at 

l t ast ~ubjtctivt and its 3ravity dEpEnds upon tht couract 

with wh ich it is .facEd and tht lEadErship shown by tho:~t 

upon w:HY.n 1 t .falls to direct tht country. 

l:uch rtw.ains to bt dont and 11' t ht rt is room for criti

c i s m t ::trt is also jus ~Hi cation .for praisE both of \1hs t ' ha s 

olrtac'.y bttn ac:titvtd and of t h E coura:;Eous spirit in whioh 

further d i4ficultits art btinG .faced, I t is alto~tthtr too 

soon t o say that thE bl.ld:;t t of 1939 promises success; but 

at lt :>. s t i t contains Q c tnuint possi bilit:,· of improvtu Ent . II 

Ti1E f orEiGn Exchang£ narkt t · as rEmsintd inactivE a :;oin 

tode_y . T.lE dollar O!JEntd sli:;htly "!l id EithEr sid E of 4 , 67-

9/lG :>.ml t hE ~ritish a uthoriti ts i ntrrvtnEd a t 7/16 . J ust 

btforE :;old fi::in:; t hE dollar c ant on offEr fro"' Pa ris and 

thtrEafttr rt!!'.aintd mort or ltss i dl£ until ilt\7 York cru:1t 

i n o.f.ftrin~ dolla r s . TilE ratt is no1-1 13/16 . ThE r.a rktt hns 

bttn so thin t:1at ratt Cluctuntions art occo.ssiontd by vEry 

s :.1o.ll t.EO.l,.n::;s but on bo.lnnoE t l1E dollar has bt tn mort 

s a t i sfa c tory rathEr th:m bid . (;010. r1ns fixtd nt. 148 shillir.c;s 

8-1/2 p e nc E, one-half prE:dwn, a~ o: tht 150 bars ,; Ealt in 

47 \7£rt n.."rri td and tht British .funcl ~upplitd about 70. 

t;PL 
ROW 

JOHN SOil 

Regraded Unclassified



PAJI.lPBRABI OJ' TlilLSGIWI ~OSIVED 

J'R<JI: Aller ioan :llllba .. y , Parie, J'ranoe 
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10.: 99 
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Today epo'll and forward franc have weakened sligh'llly, 

mainly due 'llo Trench Lef'll agi'lla'l:ion in Parliamen'll and in 

the prese for aeaeuree 'llo aid Republtcan Spain againe'll 

Franco. There wae aleo a decline in rentes and other 

seouritiee. I'll ie reported tha'll t oday through Lazard the 

French control eold a li'll'llle eterling. 

This morning Guaranty had an order to aell two million 

florine from the Bank of France; difficulty is being ex

perienced by Guaranty in executing thie order , and there 

hae been a weakening of the florin. It is presumed that 

this ie the beginning of convereion of the florin proceed• 

of the new rrenoh 4 percent loan wbioh ie now being issued 

on the market• in the Netherland• and Swit zerland. 

\'if'lly-three llillion france gold bare have been in

voiced by the Bank of rranoe for eh1paen1: on the OR.liiPLADI 

for B.I.S. aooount at the J'ederal Reeerve Bank of lew 

Tort.. 

EA:Lft 
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TELE ORJ..i,l SEliT 

GRAY 

J a nuar y 17 , 1939 . 

5 P• m. 

"-'ur pr oposEd vi si t to t he no1•th of En:;l::tnd is 

::>~pro ved , if a grE EablE to thE Ch O.l'3 E d 1:Sf n 1rEs . 

i:ULL 
(Hi>) 

~- 1 <...! 

Regraded Unclassified



January 17 , 1939. 
3 :09 p . m. 

~? -raLor: Go ahead. 

ii. :.rr: . .,e llo' . 
Robert. 
J)uhnton : All right, ~x . Secr etary . 

;.c:.rr : How are you, Bob'l 

:" : 

"- Jr: 

D: 

.., .Jr: 

0 : 

J. Jr: 

0 : 

:: . .Jr: 

:>: 

..::.Jr : 

il : 

':' . .Jr : 

'l . .J l' : 

:' : 

I ' r. fine . How are you, Henry? 

I'm well. 

I jue t called you u!) e'i c:>ly Md Folely ~o comment' :nur 
stat. ement a t tile :>l' P&f C)r.~ere:.ce yest.er day 
in res ~ect. to proceee lng taxes . 

"/e l l, I thous,ht. you ' d l i".e t.hf t one . 

It. hel?ee oe fine, sa many ~ t.her state -- fine •t.at.e
cente y?u've o~de an" ?oaltions you 've t?ken. I just 
wonted t o assure you thPt I was gratifiee end how much 
I apprec iate 1t. 

''le 11 , t hat 1 e m1ght.y f 1ne of yo u . 

Tha t. ' e t he po s it ion I ' ve been t.aking for some time. I 
dJ.dn 1 t kn0¥1 V'ht-t l"e 1Cl Oe able t.O dO, OUt t.hf<t gt.1"Pn,at.!-P 

our case very much. 

I t hink t hat the l as t. kint'. of a t.ax r e •"Pnt n:>"' 1& 11 

procesEl.n;; tax . 

The lest kind of a tax we want l.F 11 l)r ocesel.ng t ax . 

Yes , or ?robeb l y 11 t.ex on one ' s needs . 

Yee . 

Yes , that' s v•ha t I t hink about l.t. I - - but. I 've been 
f a vorabl e or •·•alla oe t ak1ne the ;>oe1t1on he has e.e 1t 
might force dolla r s . 

••:ell, I ' m right out in the ope'n' on i t , just. the way you 
are . 

Yeah. "'ell, I certainly ~p;>recl.ate it anC. I juet. c111led 
you u." eolely end r or no o t.her purpose only to express 
my than!!: 6 • 
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Thank you so much. 

Good bye. 

Good bye . 

. ... 
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'!ell:> . 

J anuary 17, 1939. 
3: 10 p . m. 

General Cr a ig ie on the h i ll. 
o ' c lock. 

~e ' ll be back llb?ut five 

I s his aide there? 

1 ' 11 see. 

Captain "ho? 

(Pause) 

Pll r<s, P-~-R-K-~. 

G? ahead . 

r.e llo . 

Capt8 in Parks on the line . 

Thi s is Onptain P~rko ~peaking. 

This is the Secr etary of the Treasury . 

Yes , sir. 

'ih , a month or so 11go I spoke to Gener a l Craig about 
p;etting sooebody f or me who wFs fami l i ar with trane
.)Orta tion for the Chine£e Government. 

Yes , e,1r . 

And he t~:>k 1t up " i th t he general can~ger of the Grey
l'.ound trucks. 

Yes, s1r . 

Greynound t.rans :;.:>rta t1on -- and there was sooebod.Y ; I 
t h i nk be "as an ex-aruy of ficer, ! ' o n~t. eure , but he 
•·a s somebody he had lined up , see ' 

Yes , s ir. 
How -- all -- the Pres i dent , I think, has al ready also 
a.entioned thlS to General cre.i g. 

Yes, sir. 
The Chinese Government are now ready, and they want some
cody to go back to Chi na t o assie t them - - t:> se t U ) this 
Ren£:>on- Buro• tr~neportE t1on ey!teo. 

Yee. 
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So 1t t.he General could let. me know who t.hat. person 1a, 
or 1t he had one or t.wo euggeet.1one, I ' d be glad t.o r e

ceive t.bem. 

Yes, s1r. 

1'/111 you get that meeeage to h1m? 

Yee , s1r, I ' ll ge t. that meseage to h1m Just as soon se 
he comes back. 

Thank you very much. 

Yes, s1r. Good bye. 
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T REASURY DEPARTMENT 

lNTIDt O~C& COMMUHICAT'IOH 

.... JAil 1 7 1939 

•• Socreto.ry Uorgenthau 

•••~ E. !l. Foley, Jr. , Actir" r.pnerl.\l Counsal 

RFC BorrowiN! 

Pureunnt to your request, I have assembled Cor you the following mt.arial 

'lit h N f eren ce to borroring [J1 tbe RFC. 

ctner aJ. Limitation on outat~ing bonds . ngtes. etc . 

Section 205(a) of the. Eaorgoncy Relief n~ Construction 
~ct or 1932, approved July 21, 1932, authori~ed the Corporation to 
i oaue and btlve outstanding at 8I1!f one ti.Jie its notes , debent ures 
· clJ(o , t:> tc . in an e.mount equal to f>-3/5 tilocs the subocri bed capital 
s tock , or n totnl of $3, 300, 000,000. This 81D0unt .. es r educed 111 
t l.OO,OOO ,OOO by Section 302 of tbe Nntionnl Industri d Reeover;y Act, 
-. pl·ovod June 16, 1933, and further r educed by the amount of notes 
c~nccllod pursuant to the Act a~provod Fobruery 21. , 1938. 

There are numerous othsr statutes which autl1or1te the 
Cor:•ora t i on to issue bon&s , notes , etc . for specific purposes such 
aa the subscription for stock of Federal. l!oze Loa n Banks, the purcbuo 
of preferred bank stock, to provide funds for carrying out tbe purposes 
or the [lllergency Fe.r11 .:Ortg£ge Act of 1933 with reference to refine.nc
illl; acricul.turaJ. Ut!>rove .... nt distri cts, etc. So=e of these s w tutes 
1Ja ose a def inite l.iJo.1 tation on t be ....,unt of obligations wbicL cey be i~sued for the particulr.r !"'l'f>Ose , while others s pecifY no lillitation, 
t he NOOunt to be issued beinj; aupl)' l illited by the &.QOunt of runds 
needed for t he oarticule.r uurpose. Accordir gl)' , it is difficul.t ac
curt•tel)' to set' a figure which 11ould r epr u ent the tote.l l:orro•t1ni 
~outllority of the Corporation . 

Interest rate 
The Corporation' s obligations may bear such r ate or r~tes 

of interest as 111!.1 be detennifled by the Corpora tion. . The Corpora-
tion ·~ a lso sell, with the a pproval of tho Secretn~· of th£ Tr evBW"Y • 
nl:ort terti obligations on a discount b<lsis , ra1abl e at lDB.turity with-

out interest. 

Uaturitx 
Not ""'re than 5 years troa date o! iSI!Ue· It sb<>aJ.d be 'noted 

that section 4 of tbe ReconstrUction r 1na11ce corporation kct proviclee 
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thAt the Corporation llhall. have auccuaion tor a period ot 10 years troa 
January 22 , 19)2 , unLess sooner diuo1nd by Act ot Congress . Tha 
authori ty to i ssue obligations matur1ng after tha 10 year period is 
doul>t.rul . 

The Secretary ot tbe Treasury , at tbe request ot the Corporation, 
ia authorised to aarkat tor the Corporation , ita notes , debentures, bonda, 
ate. At ~sent you beve so agra-nt with B!'C coverin& the aarkating ot 
tha Corporation' s eacuritiea. It ia not exclusive, boY.-.er, and applies 
only to auch securities as tbe B!'C rM:1 req\lllat you to eall. 

-lt ... * * *** 

(The foregoing provisions except as otherwise noted are JMda in Sec. 9, 
~construction l'iDSDce Corporation Act, ae amended by Sec. 209 of tha 
l!lllergency Raliet and Construction Act of 1932 §.7 stet., chap. 520, P• 7Jil.) 
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January 17, 1939. 
3:46 p.m. 

21s 1 

"':.rr: Hello. 

?pE'I'a t.or: Senator Pittman. 

::;:Jr : "!ello . 
Key 
Pittman : Hello, Henry . 

f' . .Jr : i-'el lo, Key. 

~ : 

.: . .Jr : 

? : 

.:. Jr: 

? : 

"'.'Jr: 

? : 

~ . .Jr : 

"' : 

" . .Jr : 

? : 

.: . ..rr : 

P: 

:.:: :Jr : 

? : 

:.:.'Jr: 

Well , I told those Sen&t)re all right what you ' ve done . 

(<ood ! 

I t.old t.hoee Sene t ore yesterday P.b~ut "hE t you had one 
ab~Ut. the regula~ior.s, and t.tey are all very happy . . . 
Fine . 

Ah -- have you -- neve you sent. out notice of it yet ? 

Yes . 

'1/h fl t 1 

It. v•as in the regis ter, I t hink, t his morning. 

r•ell thEt.' s fine, because they ' ll all e t.art U ,l )Ut there 
now . 

Yes, it " ae wh~ t. they call, I think, the r e6i &ter. It 
was out, this corning. 

Tha t.'s a ll right . The boys ere all tickled t o deeth. 

~ell, that's something any• ay . 

Yes , the t ' s somet hing. 

wha t.? (Laughter) I ' m a lways gl ad when so::Jebody ie 
tickled. well, let me know i t' there is any t hi ng mo re. 

That's all, Henry. 

Thank you. 
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January 17, 19~9. 
4:~7 p .m. 

217 

u::.rr: Hello. 

Operator: The At~orney General. 

HJ!Jr: 
Frank 
:JurphY : 

.. 
·'· 
~.Jr: 

~::wr: 

... ... 
:;; :.Jr: 

. . . ... 
u~ !Jr: 

H::.rr : 

~:.rr: 

Hello . 

Hello, Ur. secretary . This is Frank llurPhY· 

How are you? 

Fine, thanks. 

~o~o-lo~ ;;o~~r:dentially, the ?resident authorited 
· .or a successor ~ Danny Bell who 

wants to come back end do the regular work 1n ~he 
Treasury, aee? 

Yes . 

And i n looking around, we've been checki ng all over, 
we ' ve run into Hl\rold Smith. Hello . 

Yes? 

Your man, isn ' t he? A budget officer. 

Yes . 

In :.Iichi gan . 

Yea . 
And I wondered if you t hought he would be up to the job 
to come down here? 

For what klnd or work? 

Director of the budget. 

Uh-huh. Well, he's very good. He 's -- ah -- a con
servative , careful fellow, great integrity, has during 
the past two years done about eight men's work instead 
ot one. You may have noticed thet in t hese states wher e 
Republican Governors have been elected , they have started 
great economy drives, everywhere but in U1.cbigan . 

Yes. 
It wae all done. We bad completed it . I think that 
he ' s quite a parson. He's connected with the Un1ver~itY 
of U1ch1gan. 

Regraded Unclassified



-.:-.Jr: 

:.:::Jr: 

:.:~·Jr: 

~~.Jr : 
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;;. :.rr: 

... 
:.:::.rr: 

~:~Jr : 

... ... 
H:.:.rr: 

... : 
.:::.rr : 
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I s ee . 

.ert on municipal government. And be i s sn exo 

Yes . 

You wouldn 't make any mistake . minded, very competent )er son . You ":>uld have a high-

Did you bring him 1n? 

Yes I di d. I br~ught him ln t ? the State b.vernment. 

you ring hi m in? I almos t said, Governor , d i \ b 

Yes . 

'\'ha t ? 

Yes , ! br ought him in. 

Uh- huh. 

P.e ' e the goods all right. 

You ' d have no h esitsncy in recommend ing hi m t o t he 
Pr esident . 

none at all. 

Ub- hu.'l . 

!lone a t all. 
''ell, I t h ink, th~>t under t h)se ctrcumst~.ncee , I ' i:l going 
t o ask hie to cooe down t o see me. 

I would . I ' d invi te h im down , and have qui t e s talk 

"i t h him. 
And t his is t o be JUI't be t v:een t he !'res1dimt , pn~ you, 

and my self . 

Not a word from any source • 
And I think I'll ge t in t ouch with hi m end have him 

come down. 
Call him at the ca?i t Ol a t Lans ing . 

Is h e on leave of absence troc the eniversity7 

Ah yes. !ie ah 
f acultY 1n a eenee . 

iF not a -- a mei:lber or t he 
He i s he&d of t he State ::unictpel 
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League. Ita main offices are 1 
1 

• n Ann Arbor, and he 
ec~ures a t the Un1vera1ty . 

I see. 

Gives eoce special --

, .. ell, then he would be fre e to d t ed h i e , wouldn 't he? come own l.f l.t l.nteree-

~ e you - - t he r e ' s another Oh , 1 t hink eo. Now I ' l l • 11 
~ e -" own t hat ' s e very ~eraon that ha.o.oens to ~e her • t 

r a re fello••. 

Yea? 

~e cruoe from the Univers itY o f Ohlo and wa~ with oe l.n 
:!anl.la as f l.nanc l.al adv i sor. 

Yeah. 

Budget d irect'r and fl. nar.c1el advisor, Pnd he ' s a r eal 
financial expert. 

Yes. 
'.'11th good seasoned experience now ln goverm1ent -- he wr e 
for nearly three year s with me PS Gover nor Gen~rel. He ' s 
still acting l.n the eame oe,>E<clty, and - - with ?aul 
::ct1ut t, and I.e horJe on a lea ve of absence ana I.e 1\ t t.he 
Wi llard Hotel. 

'7ell , t hat 's close enough. 

:low f:> r rea l b r1ll111nce you ' d have e. difficult u ce t o 
beat this fellow J ones. \'t'neld::m J:~nes l.s his naoe . 

Wal'n 't he over t here t he d ay you v:ere sll'orn l.n7 

Yes -- no he wa sn 't there the C-ay I was sworn in. l'o , 
h e wasn ' t here then . 
Oh , it was your Attorney Gener a l froo t here , wasn ' t it? 

Yes , tha t ' s right , whO t h inks Jus t a s hi ghly of him as I 
do. t!ow J ones I.e from Texas end was on the f pculty of 
Jhl.o Ste~e Univers ity , and has had this ex perience with 
- - 1n the Philippines , pnd with monetary ques~iona as 

well. 

Fine. 
The last sl.x years. I consider h i m very outstand i ng . 
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·~:.e l <l;>n Jones~ 

'."h:> I''~ Uld you :>Ut. f~ret.? 

·"ell , t.hat. 1e. d ifftcult.. St.•l\.h lF e ; l od y , 1n uFLrl:>M 
fell ow . .'-..'1 -- J :>nes ln 1\ brltllP'lt. , r eE:>urceful, ener
' e 1..1c --. 5L11t.h l s r.ound ff CI\O be . Tn~y 1\l '< O)l..r. 
r :>und, but. SL11t.h 1 e e>unu , cRreful , • no 1n ex•ct. budf~t 
':>r.t oe.:(oe he ' s ivr. 1< llt.t.le r.t'Jre cx;~erlence, out ln 
P.C l llty, ti~ : - - ,. h.llt:n 1 ~ Ef'Y t i':.t t. he ~O~FE' SPect ~he 
.. olllt.Y t.!l• l:. J:> nt>e <:>er . 

'"e ll , 
Ot. E' . ' . .. -~·· y 

of c~urse I 1 ve :::>t. t.•·~ VhcP.r.c 1ee 'l\'er :.er~ . 
\'ttC9-nc:: :>;· .kt;E l.Stf\r.t. Secr·eter:-·. ~: .d t.r.if 
1.>.):·: t.::it: · · . . \. ~ ltl Jlnes .lVcr f:.r t.hc t. 

Yet , , -ell , : j·.1ct. '' i'r. t.e- t.l Ff:.r t.~1 ~ pb.)Ut. ~he::l . '::.ey 
,_ .·e i..\'::> - - t.r.e- lne t.n1.n~ t.h.t- t. : t.rie.. t.o J l Pce e ... J-11li'F 1" 
)n :.:>re t.hfln ~<O.Vl.t.ln. ~lfe , 1S · t~cri:.!.n tln. fel c-:.1)0 
)f t.~.:>~e tn J-.le.·~ ~nn reFJ)OslblE r< 'v~rnr.ten~ ?nlt. _one , 
onu : c~ns 1.der ~n.r,lt 5rJ1 t.r. 1 n~-. "'~e:..d")n : ')~o:s t\'

1

'l :>f t. •• e 
;,.,t:.f 1.. F~~1nr-. •. 1en t ht t I 11Pve l~un lnt.'l in t.he ;:')\'e rm:le n t 
t=.ervtce, P.t!C ! ' 1.1 rurP fl cFre!"ut ex~r..1nPt.1')n :>n ::Jut · '")ll rt 
, .. 111 lel'd you t? t.:~e Mt.•e c~nc1.usl<m . 

··ell , t h?t ' P flne . 

$:) ,:e t l.:'l t:> .:c!'t •·•lt.!'t t l:ec . T .. ey ' re rer~ r.: ~tF, ·c ,th ?f 

t.!te::. 

el_l , : R .. ~ •• : e ci t t.e it. ver-y -uc .. * Pn~ : • 1 1. l'l.:Jk 1:-.t) t.) t. l" • 
J!" r..cew, c-~: - - : t.• 't: 11.. :·:>:.t 1 \" t! ~e~n z:- F?le:· ')n t. ") t"f" 

t~? )rJ~~Eit.i~ne . 

YeF t t:hO. ='- !' ~JO. v1e1t. v·l t.h .. 1.- t..~.!.F aft.ern'>)n . 

I
' , · 1 t'?rr r r i to Feel~.;:: :·ou !"rldf:l · 

F1t.e . I.J ·''~:: ;, 

"'rll , it , .. 111 be e:> fine . I ::?lB : CF.n rl 1Fcct•• •·•ll.t. 
· "'f ,: ? U t.P.vci'l ' t. ... '!;C..e se n~· ~"'=Cif Jr~ 

~')U tf!.efe tJen t.n tn , ... 
')H t.{ . € LL 

!.11. r l.gl:t. 

':':t<n·: ;:o<1 t? uuc il . 
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GR:l l1P UEETING January 17, 1939. 
9:30 A. W. 

!'resent.: 

H.:J .Jr: 

Mr . Duffiel d 
!.!r . Haas 
l!r. Gast on 
!Ar. Foley 
Llr . Whi te 
!Jr. Hanes 
l.tr. Lochhead 
!.lr. Uc."\eynolds 
:.ass Chauncey 

(Over tele~hone) Tell Wr. Hanes we are waiting, 
if he is in. 

What. have you got., liac7 

~cReynolde: There i s the W.P.A. thing. (Hands H.M.Jr. schedule) 

H. L!.Jr: 

Hanes : 

P . !.!. J r: 

(Several coming in at. different. t i me e) ~lac , you 
know these fellow s come in, in hopes I don't see 
them. 

You bad lots of company this morning. 

I had the S. E.C. over t.hcr e with me and I couldn't. 
get. rid of them. 

I asked f or a 11et. of whet W.P.A. could do on a 
certain twent y-five million dollars. 

L!cReynnlds: The second was t.he eight. seventy-five, the fir st 
one i s seven twenty-five. 

(Readi ng fr om cchedule) And they'd hAve to come 
down to one mil lion ni ne hundred thirty- five and lay 
of f one mill i on one hundred and fif t y- one t housand 
peopl e. 
I f anybody wants to see it, it is available. 

(!Ar. Bell comes i n) 
Well , well , well, ur. Bell didn't ring the bell 
thi s mor ninB· 

Anything else, !.lac? 
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"'cReynolds : 
No. Well, I've got a compromise on t hat old boue1ne ~roj eot, •&r-t1me hous1ng project out ln Indlan~. 
The boye are recomaending - And I am o~ncurr1ng 1n 
the r ecommendation th~t you Acce, t t he oom9romtee, 
wh1ch i s about fifty per cent or wha t 1s s ti l l owe1. 
They wi l l hhve paid al l or t he princ i ole and a oRrt 
o r the interest. 1t they p~ ?ut what ie r ecomJtended 
h~re. ! don't t h1nk t her e 1n any questio n bu t tha t 
t hose old pr oject s ought to be cloeed out. This i s 
alo ng t he same l ine, ss before. 

'i . :1 . Jr : 

:.:c :leyl)o l d s : 

'!J , :'.Jr: 

\'le did one before? 

There isn 't a ny ques t ion l n my m1 n1 Fb~ut t he pr o
pri1-t;1 or it. You are gett.tng a bout fifty .oer cent ~f . t he bsle nc e still due. 

Are you eellir.g 1t? 

::c~eyno lds : t'le a re s ccept1 nc!: t he oom prom1Pc by t l:e peopl e .. ho 
h~ve t he property. 

f'oley : CAsh. 

~ . ':. Jr· : Cach? Al l right. 

..!cqeynol d s: That old ~ousir~ Corpor a tion oueht to be closed out 
Jus t "t s?on a s tbPy can. :'hat 1e wha t somebody 
ought to be do tr.g t ... en t y yeers t nm no .. , s •.ttlng 
her e acoeot1ns fifty cents on the d~l ls r. We have 
al l t he Orlnci ole and pP rt Of t he interest; i~ i B 
Just Mcciunula ted intereet you are lo&lng. 

• .:: . J r: That is ver y good . Anytl:lng else, lJac ? 
:'o ~eyn~lds : No. 

3!.'11 : 

C!laur.cey: 

r. . H . Jr: 

v 0 u and Bell are coming l n a t eleven o'cl,ck. Is 
tha t rlgbt, Dan? 

Yea s lr. 

( Sp ee ks l ow t.o !; . !.i. J r · ) 

ThiS l s s tt·ictly politic s . llr. Bell c.,uldn' t SI.Rnd 
the s train. 

t to t alk about those collections. f!C'leynolds; I W0Uldn It .. an 
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ranee : 

1-! . M. Jr: 

;lanes : 

Juffleld : 

:: . :~ . Jr : 

:= . t.: . J r: 

C'urf1eld : 

'{ . r .Jr: 

Han!'o : 

H. 1-l. Jr: 

i!aneo: 

?. . t.' .Jr: 
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Mr. P.nnee adv1st>d us t.bat he can take lhrth 
Carolinian ' s pol1t1oiane. 

W:'\A t 16 this? 

223 

Ten fifteen - ve ry dirty politics with ~P.lvering . 
I got some oemoe from t he ?resident. Seriously I 
would like to see you. ' 

All r ight, sure. 

I ' d l i ke to eek you wh~t procedure you wan t followed 
on bi lls, banking PO~ mon&tary bills, t bet come down 
her l' with re~uestc t or reportc . They come to ~ 
o ffice. They did when C~ wea t here. ! reme~ber, 
you said you wanted ?r'lqton r:>elano or Uohac on 
everything ttF, t concerned banking. · 

Haven 't we got e E!lll!:i ne; COilliOittec , Johnny? mho t 
would we do on t hese t hings? Who s~te in on t hat? 

PrActically a ll of us ; t her e i ~ Cy and ?r~eton 
Delano from the Compt r oller ' s officP, Gene Duffi eld 
and Foley, end Gaston •.. . .. 

What w:>uld you do on banki ng bills , e it i n? 

Al l we wer e doing in t h1r pPrticul~r, since lt 
concerned t he Federal Reserve , pr1mRr1ly, wes ask
ing thee to send us any t hing they bad on it. Just 
tha t one instance r 'liFed the question, whether you 
wante~ ?re~ton Delano . 

I em offering the suggeett?n th~t Y'l" digest the 
t h i ng and try t o diepoee ?f 1t and make s report 
t o t he Banking ~omm1ttee . I ! t he Bankt r.s Committee 
thinke ! should know ~bout i t, they can t ell me . 
If they don 't think so , they can ,~es it. 

Th~t will b e fine . 

Is thie a l l right with you? 

we get a et~ck of b1lle here Pvery night; ! have 
been trying to go :wer th~>m, with t :· inge c::>ncerr.ed 
with the Treaeury. How do you handle t hem? 

We 've got e l egisla tive section, under~. 0\l~hent. 
7/ho i e it? 
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P.arry Ber nard . He t ook Heeter' s place. 

t o do , t hey'd d1geet t C. 1s t n Lr~ 
eyetem of report cards on proooeed 
Ancl. ! '.r . Ball d 1d ome ;t' U:at. ,' I 

What tbey ueed 
and I'd get a 
l eg1slat1on. 
t h1nk. 

They llend led t he smedmer.te b a n d e d 
t or t he tax b1ll e a6 well . 

1n 

-~~.ey~.,lde : ::o. ll"co doee tha t? 

-.:!t~: 

~ ' 't • . .... . ~ r. 

Tarleau. 

~~ey get all b1llc e'ee~t. t.s x~c. 
g~ t."l !Jo;. rle&~J.' e £f:C \. 1?n·. 

ux c1l! e 

:--!:le:-e 1f 'Oti.e &wer.d n.t-r.t t.? t.!..%1. :-;r ? ce01....!"c: ! L.~vt
a:y-aye wo_..nt.e d t..? e·...ec:eet.. S?tH: ~ '! t.!':?Et: bills 
~~vi ~us~· ~eve ee?n?ru1e ar~ect. t wc~CL ~1gbt 
l""Ler en. y~u; ! ti:.? ue,t.t. b ef?l'E 1t <:HE t ? you 
... ~ en~uld :::~ve &n a:.;lend 1Y. ?!' ~<r. ec?r.omi c anal ysie 
f'r ~ rt L!;.e a ppMprlt t.e c. 1 v1e 1?n. 

T!:e les,r._: :e£1e 1.~ t.1"e t t ct.1?r. , 1 ~ ~ thEE e.r. E:c?n
.,~~c se~ect; 1 ~?' ~~e: ?ur enop £~~£ tne~ t.bt~ 
~ ~:.t :.~ec u;> !ffi~ ae£ ~'Jr >ur C?m:LE'!'lt.!, e.r.r t.!:eY 
5-ffel:.:. :~ ~et:. a:::. . :i?r.' \. y -J~ g~t. :!:et:, -.:;:..rry ~ 

:~ c ? ti.t;! t.o:: c:.t ?r.~· t !t.tr 1. t ~£ b e er. t.~ :J.J.gL. t.r- t 
:esif~~: ~~e Eec~1?~. 

:..et.'E Q.-, !. t. t.:;..!. £ wt.-Y: Bernt.-~. !. ~ - !:.t- !.£ ~::e 
~tf t, ~~&= ~~ ~~e le£~t~~~!vt 5ee:~Qn- c?nttckt 
t.'j !ta::lCle et"'!!"yt.r.i..~ e x ce"' t. t.~ T l.e[!.f 1~ t. i ?r.. .,, ic& 
g~~f ~o ~~rle~u. anC t~e~ i f i : L6f col~ ?r e!. l ver 
~h&Fe! , !~ ~!:l so ~o ~ar~y ~fi1~e. : r !. t. 1£ E?ce-

• - •• ..,_ r" .. • ... • - ~ ' .. f -.Ju"' ... e' c) t..t:1n£ €-EE . t.~ -8££. u .• v .. ne .... ~ ..._ _.. - .. - .. , 
anC 1£ re.-eesetlb:eC . :e tbet r!e,ht., !:ac" 

' 
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bring them up again. If I don' t hear from you 
I teke it it is 0. K. 

All right. 

Tbat ' e - all right, Johnny? 

Yes sir. 

That is all ! have. 

I aQ going to see Uonnet a t halt past ten; the 
Attorney General a t half pas t three, on wire 
tapping. 

l'lho' s broke .. the news t o B1ll Lewie7 

I did. I talked to him. He will be down here; 
he said he'd be down here as eo?n as he could get 
out of bed; he is coming right down. 

Well , there is no senee in seeing Uonnet. Oh, yes. 

You aeked me to find out about the money. 

It's all right to give B1ll that on e ; be said, 
"I don't want to t ake the two, but I'd l ike to 
t ake the one letter.• He said , "I'd like to take 
tha t over and cake a last dying attempt t o get 
tha t signed . • I t o l d him I didn't t hink you'd 
pre 66 either one, but if he wanted anything eone 
on 1t, he ' d have t o do it. He eaid he' d be down 
here and get the one and take i t over. 

~lcReynolds: I think it would be a good idea for you to call 
Harry. F.arry called me thh morning and I told 
him I bad no instructions rrom you. 

Hanes: Harry who? 

UcReynolds: Harry Collins . 

H. M.Jr: 

r.:c~eynold s: 

I ' l l give you very definite inetruct1one that Harry 
do nothing until t he letter is signed . 

I told h l Q not t o turn a hand until he got instruc
tions tram JohnnY Hanee or the Bees. I told h1m 
th8t before I came 1n here. 
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!U!.Jr: You talked to him? 

UoReynold e: (Nods •Yes•). 

H. M.Jr: 

F'lley : 

!-I . !.:. Jr: 

Foley: 

:! . E.Jr: 

Foley: 

P. U. Jr: 

Hanee : 

Foley : 

"ante : 

Foley : 

Caston: 

H. :!. Jr: 

Foley: 

i1 . ~ .Jr: 

Foley: 

H. IJ , Jr: 

Hanes: 

Al l right. 0 . K. 

I have tha t opinion on turning over the Comptrol
ler's recorda t o the S.E.O., and also a digest 
ot the Wagner amendment on the U. S. Housing Act, 
and tha t memoran~um on ~turitiee and interest 
r a tes, borro~ing limite of the R.F.C. 

Are you seeing the Attorney Gener~l? 

At three-thirty. 

'ln wh~<t? 

l" ire t.apping . 

Just ask him thie, purely on an informal baeie. 
I ' d like him t o t ake a look a t that opini on I 
gave on t he Bank of America to the s. E.C. , and 
t hnt he mi ght be etul1y lng 1t tn ca se they 
challenge t hat. See? You think eo, Johnny? 

Yes, I'd like t o see t he opinion too. I haven 't 
seen it before. 

l"ell you got the original. 

Did !? I don't remember ceeing it. 

It's addreeee~ t o you. 

According t~ the etory i n the paper s , they are 
cheller.t;ins t h'lt in th ll t suit. 

Is it addressed t o Hanes? 

Yes. 

Did I initial 1t7 

trope . 

That's very interesting. 

I guess it probably ie in your file, then. 
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Wha t? 

It' a probably in your f1la. 

•ant to put a nickel on i t ? 

Yeah, I ' ll put a nickel on lt. 

One n l ckel her e . 

He's lost already; I don't t hink lt le. 

Ulso Chauncey, will you please find it. 

(To H.!J.Jr.) I said, you have lost already. 

You don ' t .ant to send for your s~cretary and · 
ha ve him oome 1n and aek him? 

!lot now, no. 

This ie your otftoe copy, isn't it? 

Yee. 

I'll tell you what you do. Have this copied f or 
me and send it back to hlm r ight away. 

Uh huh. 

You might have two or three copl es made. But I 
was Just thinking, we mlght take tlme by the t ore
lock Md - as far as belng perfectly true the 

t h i ng 1a don e. Tell hlm I might want t" ask him 
whether he thinks what we did is legal . 

Ralph Dwan worked on tha t opinion. 

lfho? 

Dwan. D-11'-A-N. He worked on the op1n.1on and he 
holds John Rogge of the S.£.0 ••••.. • • 

D l d we loan hlm? 

He had the authori ty, eo it wae jus t a little he l p 
a couple houre yesterday afternoon. He called up 
and I apoke to John, and sent hlm over. 
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itst11
1
ld-bi thinlt . until somebor y thinks ot'lcr'lise 

r.ou e a gooo t '·d.n" to •s·, t 'Jle At ' ~ t h u - a torney Genera l 
v.:.a e thinks of th:1 t opinion. 

Yes , I thinlt tha t i s a good idea . 

\'!ell, did the - did the - did llichber g and t he Bank 
of America , Transameric&, deny your a uthority? 

No. 

I didn't t hink t hey did . 

This is just - so to spealt, supposing it co:n«s uo, 
and ~e - t hey asked o~ a t my press conference · 
did I have an Attorney General Ruling on it eidn•t 
t hey, Rerbert? ' 

Yes , they did. 

I didn ' t ansv.cr on it. I run just thinkinr , \•. e all 
know this is t he fight of the year , a nd I am jus t 
lookinG ahead . If t he Attorney General did give 
me a r uling , we mi.:ht as VIall br ing him in on it 
any~:ay . I don ' t t hink anybody ' s challen&ed it yet , 
but I am just being a little cautious . 

Accordin& to the paper s t hey have. They point out 
that as point number tv:o in the cooplaint, the 
Secretary of the Trea sury has no authority to turn 
over to the s . E. c ....•. 
It is indirectly involved in the proceedin& · r;hen 
v;e t:rote it, "116 Jmer: v.e •d be challenged. I don't 
feel shaky abou~ it a t all . But I do think i t 
v:ould be a good idea to take a looir a t it so he 
11ill knoll \.ha t it iS 1·hen it comes to him· 

V,hat else? 

I think it would be a good idea to t urn over to 
the A. c. now, the information that we have t hat 
might involve criminal viol~tion in t~e Anglo-Cal
ifornia matter, for what he v.ants to oo about it . 

Al.l right. 
y;e are hold in& tl'ha t \\a think might be criminal 
violations in Bank of ruoerica until after t he 
s .E.C. finiShes the Transaoerica hearing b ecause 

Regraded Unclassified



"! . U.Jr: 

!"?ley : 

;: • t.! . Jr: 

Foley : 

:! . :.L ! r: 

J"o ley: 

:l . ~i .Jr: 

Foley : 

!l . :: .Jr: 

F::lley : 

'.1 , •• .Jr: 

Foley: 

H. :! .Jr: 

Foley: 

'~ . ~.t. Jr: 

Foley: 

H.!!.Jr: 

Bell: 

- g -

s.s.c. t hought i t might be better 
think they may be able to develop 
will bear on criminal violations. 

Who may? 

::29 

to do t hat . I 
sooethlng that 

S. E. C., 1n Trnneamer1ca hearing. l'ihen they are 
finished we will give it to the A. G. 

What else? 

I have a me~oranowl to the Presi dent , and the draf t , 
also, t or t he President on the legislation to ex
tend for tw~ years the Stabi lizat1nn Fund and de
va l •J"tl:m on e1lveor. 

Yo~ r-ant to give 1t t o me? 

This is on hous i ng; t his le R. l".C. 

Vlell now, Just keep t he houc i ng one. 

This le the memor~dWl to the President. 

I' l l t ake i t all if I may . 

Yes . (Ur. Foley initial s memo; hands it t:> H.M.Jr. ; 
ini ttals another one.) 

Vlbat 'e this? 

That is the other letter, the o~e to t he S?eaker -
Vice ?resident, and the ot her to the SpPaker. I 
don't think we ought t o send the bills down. It 
i s a simple t h ing, and t he;: ought to be able to 
do it. If you a ppear, ! have the b i lls ~ere and 
you ca~ leave them with the conmlttee. 

Don't worry ; I ' ll have t o appeRr. 

I t h ink 1t i e better that way than to send t hem 
down with the ?resident ' s letter. 

Ie that all? 

Tb~tt is all . 

Now, who 's got t he s t uff about the R.F.C.? 

I think I have. 
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You have? 

Eddie has a macorandum on it, and I have the 
figures. 

(Nods to Mr. Lochhead) 

No thing particular in t be exchanges; sterling i s 
holding 4.67t. It was r a ther interesting vaster
day; Great Britain was a r a ther heavy selle r in 
the stock market - t our billi on do l l ars, which i s 
heavier t.ban usual. In connection with ttoMet ~e bad a letter sent do wn t his corning on Indo: 
China . It i s a short one. Tb~t cable is evi dently 
addreseed t o Uonnet , and be Just handed it down. 

Does t his go to ~ t'ile? 

I t h ink so. 

Anything else? 

You asked about the Feder a l Reserve system matur
i tie s this week; they amount to r oughly fif ty-six 
million dollars so tar; t hey have purchased about 
twenty-eight million do l l ars Treasury notes - t aken 
up 1941 and 1943. They still have twenty-eight 
million dollars to g~, and t hey are trying to buy 
bills. 
George, I t.hink t his comee under you. I wish you ' d 
contact Goldenweieer, and ask h im h~w much longer 
t hey are going t o continue their present. policy 
ove r t here; whe t her tbey are giving any considera
ti~n ot letting t heir - some ~t t heir maturities 
r~'l o tt' end, you can cay, I am beginning t o get a 
litt le bit .,.orried llbout t he bond market continuing 
t o go up. see? I think 1t is getting too high. 

Yesterday it reached ••• .... . 

So will you contact OOldenweiser and talk t~ bim? 

llr. ~orgentbau, you saw t he announcement , while you 
were a flay? 

But they didn't do t hl\t. 
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No t hey didn 't do t hat. 

But they are getting out ot hand. 

Isn 1 t t hat Allan Spr oul, who 1s secret a ry of t he 
c ommittee? 

It the New York group wants t o let the thing run 
otf and t hey don't appear, I Just Pant to r egi s t er 
t hbt I am b~ginning t o ge t worried, and I am - I 
am if they don 't - 1r t he thing conti nues I am 
going t o begin t o put pr es sure on them. 

Incidentally, t he advance i n t l:!e bond ca:-ket \'es t er
day han r eal strengt h behind it; i t was very general 
- it came from vari~us e~urces - banks, i nsurance 
companies, and individuAls , and 1t was t he first 
r ea 1 move f on •ard i n t"o or t hree weeks. 

But t hose tw" and t hree-quarter s 60-65 crossed t he 
103. 

Cr ossed 103 . 

Don I\. you t hink it is getting r.igh? 

Yes, but u~ to yest erday , the mRrket confirmed, 
but nobody was taking any inter eet. I t seems to 
be more or less a move i~to C~vernment bonds. 
?eopl e figure they have over-stayed and went i nt o 
t hem. I f t hst continu~s we might have e spot ty 
market. 

Yeah . Harry, on those suggestions for n~es, I ~ 
goin~ t o see you later on. I wil l give you an 
appointment. After !.!r. Bell and ::cReynolde get 
through wi t h me I'll call you. It will b~ s~ound 
someti me a r ound eleven t orty-flve, see? .. uh . 
Sometime eround t hen , I ' ll cal l you. 

(Hand& H. W.Jr. a letter) There ls en answer to 
the ~resident' s question thr t you check up eome 
tig~ee on German investments her e. The cooments 
are·bere (Indicating), Juet a slight •• ..... 

Ie it r eady tor signature? 

Yes • 1t· wee except t hey made a grammati cal error 

on lt. 
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Then bring it back. 

Then here 1s a letter I spoke ~bout a~d 
le what you got from Secretary 'llall~ce·· thie 
you ought to turn it over to George. ' I t hink 

To George? 

I t h ink so. 

4ll right. 

(Ur. r.n1te hands letter to~. 'lees.) 

All right. 

Anything else, P.arry7 

No , that 1s all. 

George? 

Here 1 s t be balloons, charted through June 1940, on 
the new basis. 

Does that gn in t o the Bulletin? 

This goes into the Bulletin. 

No . Mr. Secretary, I think tha t 1s a lilistalte, be
cause thoee figur es t b'lt t hey gi'le you, do no t 
agree with the budget , end t hey are wa.y out of line 
with what's happened ln t he pa&t, 8DC ~hat will 
happen 1n the future . I - I think it is 8 !!lie take 
to put out something they give you in confidence . 

As far as I am concer ned, then, t h1e 1s t he only 
t hing 1n the Bulletin thbt i s worth 8 damn. It 
i e the only t h i ng thAt 1 e any good , l'.nci t he whole 
question- t he whole trouble or, I won't say the 
Trea&ury; I'll Just put it on myeelf, which isn't 
fair, but I ' ll tBke it on myeelf. We don't get 
anything out of this plaoe to counteract the terrific 
volume of publi city thf t is going out. It 1& the 
only way to pull ue out of the bole. There's no
body in the Treasury whn bee the thing, and I 'll 
take the full blame f or it . Now, everybody writes; 
they publ1oi~e. There i s t he whol e t h1rg; t hat 
Isn't a t hing. 
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Well , that i sn 't an answer t o lt. 

But it' s a bael e t hat people can make a study on 
There ' s not h i ng comes out of your shoo or out ot 
my sh~p , t o give the people any impres~lon of wha t 
has b een done. There 's been no answer t o show tbat 
when you give people money f or publlc worke tbey 
don ' t spenn i t; when you eive money to ~r. Straus 
they don ' t spend it. 

~lould you lllr.e to publ1sh Trt>asury es t. lmat.es on 
those? 

What's the diff erence? 

I t h1nk t.her e ' d be quite a d ifference in ooney, 

'J.hese are Treasury estimates? 

No , t hey are not Tl'eaeury octllllfltes ; they are t he 
i nd ividual departmen t s ' estima t es and you have got 
a line out t.here tha t runs the est i mated expenr\i
tur ee up to t welve mill ion a year. I f t hi s one 
carrles out, t he prevlouo one did up to June. 

Let's be very f rank. Who goes up and gets us t he 
money? The men t ha t are maki ng the est i mate or you 
or I1 

I think, generally epee.ki ng , the people who make the 
estimates appeer bef ot·e the Appropria tions Coi!IOlttee. 

Exactly. 

You ' d have t o label them distinctly. These are not 
Treasury; t hey are indi vidual. 

I think our estimat es are more accurate, 1n the end, 
than these. 

You are right, anc you and I know t hat Jeeee Jones, 
and other people have been ninety per cent wrong. 

That is right . 

Would it be poss ibl e to put both 1n? 

You 've go t the 
Now after a l l, 

estima t e, and you've got what they do . 
let's see, I am not being very subtle 
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about t h l. s thing. I - I wont 1.he C?ngrees and t he 
peopl e t o know tha t these people - estim~tee - they 
~< re going t o spenn a t the r11te o f twe l ve b1ll1on . 
Thi s l.sn ' t what I say we ere gol.ng to do . 

I r i'PHte t het . 

All I am saying, ie, I em go ing to - all I no eay i n£, 
ie 1.h l.e : Give me a bet ter way t o i mpress on the 
;:lUbl l.c that :tr. I ckes , Mr. Straus, :!r. Hooltins 11n6 
1111 t he r es t of them say th5t they ere g?l~~ t~ spend 
this. Thls t~ing is going t o llp<>roach a billion ~ol
l~rs a m?ntb. I haven't bPen eble t? do it up to nJw. 
Hobody ' e bePn able to do it, and I'll t elte 1.l:e f ull 
blaoe ; but we 11H !ler P 11nc! clon 't gPt t he s t •ttf out. 

"/ell , I -- l Jus t wonde r if t hRt is accom;>l1sh1np; 
... he t. y-:.u wAnt. 

It ' s terribly importan t And , as I say here, i f ! ~o 
rrong , I beve been v•rong before . 

It ' s s~metbin~ like a depAr tment Psk l.ng for 9 billion 
noller~ anc the ?resid~nt cuts them d-:>wn t o seven 
fifty. They go befor e Congr~sc ann defend ceven 
flfty; no t s bil lion . 

(To ~r . Kieley) I ' l l cte? out ; ! ' 11 be out i r. a 
mLnut.e . 
Then , le• 's take tC.e tlmP on t~1s tt!n5. As Dir ec t >r 
of t.he S•16get, yo•J s r e tAlking no" as "trector of tbe 
3unget.. Y-:>u don't liY.e the s tuff because they never 
live uo t :> it. I '!OIDP back; :~. Ickes ce lls u,> 11nd 
eays ne wa nt s 8 billiOn lind a hblf &nd be ' s going to 
dJ t h i s ~r n> t.bing. I don 1 1. su?pose he ' s sc1.ually 
put. out fiftY w1111on clollnrs, h ' E he? 

Yes , he hss , but it 1Pn ' t any t hing to b rag ~bout . 
But i t ' s thelr eet.lm~ t. ee t ha t they put before Congress 
and it's on t ha t bas i s thAt the CongrP.ss vot es the 
money t o t.~ese comnl.tteec. 
Of cou~se t belr RnswPr tO thst ie tha t t he m~nute 
Congre~S ~ooroprteteP p. bil l iOn do l lars, busineSS 
be inc t o ;,r ep11re to r ecel ve 1ts share or th~t oi~l1~n and t as t the moneY i s ?blig~tec , ~ost, ~f16 
it. bef~re lt goe£ out of the Treeeury, .. nc t r. 
wh~ t bee sn e f fect on the econooic condlttone ~nd 
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no~ the actua l cash out o f t he Treasur;. 

"le ll , why, if you want ~o publ1eh it - o f course , 
it's a mat t er t or you t o dec i de . •t. ~ seems to me . . •. 

Tha t. shows r evenue es t.im~ t. ec t.ook t ha t. front one. 

It shows r evenue est1m~tes plus r ece19t.s. 

~ere 1E a not he r estima t e . I t ' s j us t. a e ra r ~rong on 
the othe~ s i de . You and I sat tter e - the ?reeid~nt, 
ColonPl rarr1ngt~n, Aubr ey Willii\Qs you a nd I -
and talked about the ex~enditure a~prooristione t or 
the next fl ve months. Colon~l HBrrington sa i d buei neat 
would t ake on a mi lli on and a ha lf men between now 
and t he fir~t o f July . 

Tb~t i s wh~t he said . 

And ! ' 11 bet them t en t o one they won 1 t. "o., , tf 
Harrington -- 1f we could ge t some of t hese peopl e 
t hat t hink t hese - people on t hese tremendously 
1mportent t h i ngs, on the record , t hP.t. l s t he on l,y 
way I i:nof! to coun t cract it. It's the s arn" t h it'll!: . 
'Jer e i s publ ic wor tte ; sAy t hf t t hey will go up ln 
May or June or what ever 1t i s , and they just don' t 
d? it. trow how cPn I £how t o the peopl e o f t he 
Unit ed states th~t thea~ people eetio~ t £ an~ they 
never ~ke good ? I h~ven 't round anything better . 
! used - I - ~hen t he ?r esi dent wPs t slk1ng t o us 
thf t n ight about 1t, he wae under t he 1ropres P i~n t.hs t 
t he t.h1ng wJuld be - :~omeb~d,)· there wes unde r t.he 
1m >r esel on t ha t. t he t.n1ng .. ~uld be - - I t.?ld 
b 1m, •No , i.lr. ?res i dent., we won 't. oegin t. o r eAch t.he 
oesk o f t he exoen~1turea unti l June.• 7he ~nly t.b1ng 
! had was my bubbl e chart s. I d~n't. like t o go a 
gainst you, but. n~t hAving s~cething better , and 
ha ving sa t he r e and been licked ~n t h i s t hi ng t.be 
way I have , I don't know how el se to get it out: t.hen. 
And l a t. ely t t 1s t.b1ng - t b i o un' t t.l: e Treneury a 
e s timr. te , but t h ia 18 wh1· t each depa r t ment heacl says 
he wi l l spend. Thi nk about 1t a minute. If I am 
wr~ng - if you want t.o - i f you want t wenty-f?ur 
h~urs t o think about 1t - I just want to s~es~ t o 
Gut' fey 

8 
minute. !f you want tt:enty-four hours, Y"~U 

can have t•·enty-tour hours . 

l d t o Publ ish s tuff like that, I'll 
I am Just. arra 
swear I sm. 
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You'll have to have a page - your title will ha ve to 
be fixed S? it wi l l be perfectly clear. 

Is that the bubble chart? 

(H. li.Jr. le~<vt>e the room) 

They any we have go t to estimRte the max imum amount 
r.e wlll tPke rrom the Tre~sury. If we say f i ve hun
dred million - a nd s omeway t hev do it is t o nut thetr 
e s tlmbte on the hish a ide , so they will get the 
Trea eury to borrow enough money to take ca r e or their 
maxicuo needs, so they won't be criticized for giv l ng 
the Treasury under-estim~ tea, a nd having us borrow 
too l ittle. 

These bubbles represent c~p 1t.& l estim~tes? I think 
it would be a gree t mlet ake. 

''!hen I make u;> my esti.me tee I trim them terribly, 
sometimes Rs much - I ' ll t nke a ? . W.A . estim• te and 
Jus t slice i t from ~ybe f i fty million down to f i ve 
milli on , 11nd I kn~w it isn't going out in tha t m?nth; 
maybe in the nP.xt month I ' ll 

(n. !4.Jr, returns) 

Just ror the r ecord, Se nat or Guffey wanted to know 
whe t her I needed a good lawyer for the Annenberg case; 
he sa id if I di~ he suggested Guy Barr, tormer Attorney 
Gener a l of ?enneylvenia, a nd how w•e my evidence? 
"'lls i t all ri6ht? I satd not to ..-orry; that the 
oatter wa s ent.irel,y up to the Attor:t~Y General, and 
I wasn't recommending any lawyers. ~e said he had 
heard ! was, e nd wnnted a goo~ la ... yer. 

Do you want. twenty-tour hours to think this over? 

I want t o say I think Dan i c entirely ri&nt. I think 
it would be a great ro1etAlte tor us to put out t hat 
bubble chRrt of estimates , made by the depArtments 
which we do not ~xpect t o be r~ellted. The Treesury 
t akes r eeoonsib111tY tor th~se statements and ! 
t h ink it would be misleading the public to the 
f d the Treasury's view of t he facte. I t we .• . 
a~tse~imstes of expendit ures in the bubble charts, 

: : :hould have our o .. n eet1metes and. not de~artmental 
estimates. 
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If their estimates constitute a basis for - I don 1 t 
t h ink t hey made them with the ideA they ,.ere going 
t o be published. I pr esume they will have a chance 
t.o 0 . K. them. 

No , no. They have been doing this thing for year s 
and it ' s on t he bas1e of their estlmEtes t hat they 
get the1.r mone>y from Congr ess . That, you .:111 Pgree 
with me, won't Jou? 

Yes, I do. !!owever, they se t out estimates by mon ths . 
They say, ·~le ex.~ect to eper.c a billi:)n do llsrs 1n 
twelve months.• CPr ta1nly, ~e ~on't use thoee eet1m
ntes as e bPs1~ f or :.ur finRno1nE, until ,..e r educe 
their cat er1sl 

r.ow l ong would it t ake you to prepar e a ~reasury 
eet1mate? 

'~h , 9robl'bly teke me a day - m~ybe t .. o <\Bye, having 
noth i ng else to do. 

You've go t a lot t o no beeidec that f or the Bulletin. 
I am warning you . 

0h , I hAve. I ' ve got somebody else . 

The stuff you are ar~u1n£ ab:)Ut, then i~ ~bY th1~ 
r A<i line e t ops , and t he green one beg!.ns. 

I t h ink it iS. 

The r ed ls act~nl. 
ea the purpose or theEe meet t l\6& 10 t or 

Well , as ! y,I ac wil l lOS t o g ive you twenty-r~ur 
consultation. ·nours. Th~t•s !sir enough , isn't it? 
or torty-elgbt 

Woul d you l i ke me to make est1mat ee? 
ght The purpose or t hese meetinss 

Yes, that' e alltr1 · ! , 11 wait. t wenty-tour or tort.y
is ror consult~ i on. 
e 1gh t hours • 

im~ortant thing to.go i~to the 
'!bat 1 e the moet .. 
9ullettn. 

i'ha tIe tali'' len ' t 1 t? 

Yes, I Can make est1~tes on that. 
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Wh ich would be t he • •• 0 • 0 •• 

They love us 1n L!ay ' the way they do in Je.nuf ry. 

Their estimates appear tn the budget on 
months basts. They appear there end t h/ twelve
but I t hink I can show them t he budge t i~ do kick , 
the e r.pend i ture estimates than t hey are . closer t o 

t
lht h1bnk the budget estimate should be cle ~red wi t h 

em efore t hey are publ i shed. 

All r ight , I am givi ng Bell and the r est of you 
twenty-four or f orty-eight hours . 

Y•e clln sho" both. 

You ~an show a r ed bubble t or the department' s and 
blaco~. for the Treasury . All r ight? All right, !>an7 

! don' t :mow how. 

Were we around to you, Johnny? 

I h&ven 't llOything. 

I have a nuwber of s t atements and figureE on the 
R.F. C. I don 't know whether you wanted t o wa it until 
I ha ve t he expenditure figure for t he whole calender 
yeer, whi ch will be tomorrow, probably. 

I'd r~ther watt. How much money can we borro~ t or 
the R. F. C. 1 
~f couree, s~me of tbelr authority ls unlimited , such 
a s t he capit&l not es t or banks, trus t c~mpanies, and 
s~ f~rtb , but t hey can borrow a billlon six hundred 
t •1enty million dollars on their gen .. r~>l account. 
Th"> t i s , for general loans they have speci fic au t hor i ty , 
such as insurance poll c1es , gener al public wor ks, and 
mortge~e loans of four hundred seventy-three million 
&nd t hey have outet aneing seven hundred eeventy- eignt 
mi llion dollar s of commtttments agains t tha t two 
mtllion dollars, l eaving eb?ut a bill~on t hree hun
dred sixteen million of unobligated balances on their 
general and soecitlc accounts, leaving out tor t he 
moment the preferred s t ocks of banks end t rus t 
companies. 
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~nd how ma~v R. F. C. no t es a r e outeta nding? 

Ther e are a billion two hundred and s i xty- three mil l ion 
e ight hun1red thousand dollars of ~utstanding in
debtednes s of t he R.F.C., of which the Treasury holds 
seven hunclret\ •nf\ t lfty-fow million eignt hundr ed 
thou ~an~ •. 

Then t he figur e ! want i s seven fifty - f our? 

Th~t 1s , if you a r e thinking ~bout letting th~ R.F.C. 
borrow :>n t he m~ r:tc t and r epay t he Treaeury, Y"B · 

Sev~n f i fty-four. And t hey ha vr tha t. authority? 

Y~s r ir, tt~y do . Of courre it i s e r evolving f und , 
;~r. Secre t ary. r,'ben t hey bor ro.-ec ~ even fifty 1n 
t he :JPr ke t ann r epay you , ti.ey h&ven't. used any 
b::> r :·o••ing policy. They are r efunding. 

I c~uld borro~ on t hP 
and ~ay us tha t back. 
r o r cev~n !ifty lese . 

warke t seven fifty f or R . F .~ . 
We ' cl have t o go t o t he mar ke t 

I s t tP t s t Pt emPnt r ight ? 

Yes , th~• 1s correct. 

Tha t i s !> l l. 'l'e c•n t nke t hl' t figure of sPv~r fift y , 
>lus our own bor ro.,ings , !\nd sPe 1•here we ' a bP by t f.e 
f1r s 1. o f Ju l y. 

'! h'< t' s w?l~ t ! Ar.t •h1ng. 

And r.eorge , when y?u gl't u ... ~ . 1t.' s ne:: t t. J 
g~verrutent. Oonrl o~.r·ket. . Sup~oe ~ng .-e C4'ln' t. 

new gover nment.&, "''P.~O£in0 t.I:P t. .•••.. 

t he 
go to 

Incidentally, t he f'etler a l Re£erve con:ol e t.l'd t .. ent.y-
e 1x and a ha lt' mllllon ao ll&rs .,;- ner ' TreaEurY b1lls 
a t ,JPr . 

Tha t ' s terribl e; t.r,a t.' c t errible . 

B t ? U eee George wha t I ' m •·orkl n;; e t? I mean , 
P~D ~sing w~ didn • t' c1•eate any new T:easury obl1g~ Llone, 
whh~ w;,uld 1t do t o the government oont! mar ket? /.11 

right, t hen? 
You geve me yesterd~y e coupl e of . new paper cl1??1nge 
and asked me t o loo~ into 1-b em . 

Yee . 
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The U. S. Hous i ng report. t.hr·t Eldd i e jus t. told you 
about ~as no t. a report from t he housing authority, 
but apparently it was a bill drawn by Keyserling, 
end a memorandum prPpared by him, Pnc informa l l y 
ha nded t o IVP. gner, and w"gner put it in t he r ecord 
as his own. I aseume •ha t. wi l l ha~oen the committee 
t o whi ch it is r ef erred will send t he t

1

b1l l t o t he 
!-!ouslne; aut hority f or report and t hen t !:? t will com•· 
to the budget, and if you don't ga t a re~uest d i rect.ly 
from t he cocmitt.ee, or couree,we 'll send t he t bill 
~nd the Hous i ng r eport t o the Treasury f or comment 
and c:-1tic1em. 

~n t he ?ublic P.eal t h , t ha t report ls bef ore the 
~res ident. ! t w~E left. t.he r e by Smith qoche. Dr. 
?llrr~>n sa::s the Treasury hf s I!Uide no recoCJr.enda t. ion 
wt., t ever, but ! see i n t he ~orning ' s ,a)Pr t he ~resi
del:t contem:;:: l ates erndir.g th" t. report to Congress . 
The messa(e f \.Ft P.S t hPt the C~Ft w111 be <bout eight 
hunnred f if\.y million doll~'rE ov6r a ten-:ve~r pt rlod. 
And it' s quite a r eport. ! jus t. got a co~y of it 
t h1s mor ning . 

Las t yeF< r , you r emec.ber, you 6"ve the u. S . :'<> ueing 
aut horiti es e line of cr·cd it :> f twenty-five m1ll1on 
dollare., with t!le under stlinn i ne; t h'l t •·h"'n t h'l.' r~e.ched 
a.>or oxim• t E'lY t h•· t Hml t. they w?uld have t o g? l nt.o 
t he ::IP r ket an<'- bor ro", say fifty o1ll1on, and r eJ&Y 
the t.~·entv- flv~ million d') lb.r e t o t ile Treasury . 
They e r e non e?pro9chi ng thf t. t.wenty - ~ \ve million 
d:>ll~r lLcit ar.d : wonder ed if you d')n ' L wlint t :> g l vn 
t hem an:>t her t Y'enty-flve mUHon do ll;;:•t &nd let them 
do \.he bor rowir.g, i n SBY npri l :>r ~ey , r Pt bPr tb4n 
at t h1F t.1:lle. 

It l s a pre t t Y goo~ t lmP t :> bor row n:>w. 

Yo•J want the'll t o bor row now? 

Yes . 
Then we ' d pr :>blo bJy glve t hem five m1111:>n until 
arrangements can be made t o bor row . 

Is tha t a United Statee OOvt!rnment g•;aranteed 
obl1gat1on? 
I f t hey borrow in the DArke\. it is. 

Who 16 going t ? contact tbeo• 
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Sell : 

'!. ~1 . Jr : 

Bell : 

H. !!.Jr: 

3ell : 

ii . ·.:. Jr: 

G•s t.on: 

" .:: .Jr: 

oaet on: 

" . :1. Jr: 

'l .:.!.Jr: 

Foley: 

'l . !I.Jr: 

Foley: 

'l . :.l.Jr: 

245 
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I wi l l ; I'll change t hi s l et ter . The letter ia 
~~i~!~~.eo ~e could give them five or ten milli on 

I ' d let t hem go t o t he market . 

When do you we nt them t o do that ? 

I ' d get i t out as quickly as poss ibl e I ' d try to 
ge t it out by thP firt t of February. ' Wha t I'd like 
t o do i s t o get Jesse 's by t he fifteenth of February. 

! see. Thi s is a new thing, and may heve to do a 
lit tle preliminary work on it in New York. 

Tha t's all I have. 

(Nods to !.!r. Gae ton) 

I haven 't anything. 

~onderful. ! r ead the story i n t he "Tl~es• today of 
my pr ess conference . I t ' s very accura te. 

A very good s t ory in t he "Times"; t.he Wall Str eet 
Journal was the most critical, I noticed . Their etor y 
?n t he budge t and your speech, of c?urse, it was t heir 
t dea , but it wasn ' t that. 

Just. one t hing; ae t.hie S.E.C. t hing proceeds aea inet 
TraneamericB , who will keep me posted as t? ~hat'a 
happen1ns? Wi l l you, or r.anP&, or ~ho do you r ely on? 

I was going t o e~geeet we have that. fe llow we loaned 
t? them yesterday follow on it. You said not to let 
hlm f ollow on 1t, however. 

'le asked me about sammy Kl aus . This was Owen. 

I let D"an work on it. He 18 the law men. He woulc:ln 't 
normally fo l low t ha t . I ' d put Donald Sherbondy on 1t 
if l t ' e all right with the Secret ar y . 

Wi ll you teke care or it? 

I ' ll have a traneor1pt every night, and I'm havi ng 
that read. 
And B 'l!leB said you ought to have eomebod.y t her e as 

a.n observer. 
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Foley : 

Duffield : 
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Tha t ' s rtght; I'm havtns somebody tn c~urt there 
t h is mor ning , and I had so~ebody there yesterday. 

Any fee~ing on your part ! ought t o be t her e? 

No , ! t hink tt ought t o be a lawyer. 

Regraded Unclassified



, 
Tr .. aury Department 

D1v1a1on ot Monetary Roaoarcb 

247 

January 17, 19)9. 
D&t•·-············-···-·······-·······--··19M 

fQ: ~~crct.:J.ry ''orgenthau 

,., rcndcd is the copy of a htter sent to tho 
?recl .. cnt on DecomlJor 25, 1938, and signed by si xty
<n· .cononi~t3 from more than twenty colloaes ancl 
uni' ·r:i olo38 throu,'hout the nation. 

/JT:On • tho si ']'llcrs are many ccono::ti3ts of hieh 
st..P. ·.n ln the profession . Cost of the ai.,:nors are 
o: ~. . oun.;cr u'TOUJ) of econ<>'Usts - I would cues. 

~ tl :\V~rn :o a. -e of the i.TOU!) is the r.liddlo or 

WR. WBITB 
Br&ncb 2058 - Room 200 

Regraded Unclassified



"Dear President Roosevelt, 

''We, the undersigned economists, are addreseinl: ourselTes 
to you in order to express our opinions on a national. problem 
or ereatest ilnpor-tance which falls within our sphere of pr-ofessional 
co:r.pe tence . 

"lle.,spaper reports, which have not been denied , indicate that 
t.he ilorlcs Progress Administra~ion is planning to cut its r-olls b)' 
e third duri np, the next two or t.hree months . This action, we under
sten1 , i .s contemplated 1n orde r- to stretcn the present relief aJ>
propriation and to lay tne ground for a greatly r educed deficiency 
appropriatlon next spring. Such a policy would involve throwina 
sone ll'illion breadwinners and thei r facl.liee into destitution 
durinr, the severe win:.tlr months . It would involve a reduction ot 
more than uso,ooo , 000 per month in direct wa,.e payments in addi
t i on to sane :\30, 000,000 in related expenditures . Such a cut 
in consumer purchasinc pc710er would , we believe, constitute a 
severe threat to the continuance o~ the present economic recovery , 
and might even cause a serious setback in business activity . 

"'nle rapid upaurge in business durine the last six mon th• hoe 
been a source o.f encouragement to those who believe that the 
severi ty of a·.vings in business activity noed not be accepted 
fatalistically but can be successfully counteracted by Wise social 
action. Thanks to the vigorous act i on taken last spr ing by the 
""ederal. govern:nent under your leadership, tho recession of 1937 
'~<as arrested; and tha curve of business and employment t urned UJ>
ward. The expansi on o! the spending progra.'ll was the chief govem
!:'.en!.al weapon Ulled in f'ightill$ tbe recession and stll:lulating the 
recovery. F'urthermore during these six conths the ::-.ajor channel 
for tho disbursenent of new purchasing pcMor bas been the ~ . P. A. 
and we believe that w. P. A. should continue to perfol"!l this 
functi on until private industry cl early domonstrates its capscit;y 
to absor b all those roleased f roo relief rolls . 

•r.Ye conclude 
1 

l!.r . President , that t he curtai lment of t he 
·;; , p , A. at t he proeent tlJlle would be particularly ill-t~me~nd 
f rom an econcni c as well as f • om a hUOllniterian viewpoin , 
we strongly urge that t he contemplated policy of curtailncnt be 

aba.t>doned . 
•RespeettullY yours, 

248 
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"R. B. Bangs 
John !!. Bll rton 
''1 . Edwards Beach 
Rlchard M. Bissell, Jr . 
Robert R. R. Brooks 
Courtney C. Brawn 
::tnUy C • Brown 
Arthur R. Burns 
Bvellne ' ' . Burns 
Goo. J . Cady 
Robert L. Carey 
·~ . A. Chudnowsky 
Alzada Coo.stock 
John " · Crane 
Ethel B. Dietrich 
Paul H. Douglas 
Juliet Fisher 
J . K • Galbraith 
Eunice B. Oet toll 
R.tchard Olen Gottell 
Richard V. Gilbert 
R. 1.' . Goodwin 
.'lillilll'l A. Ooss 
'lobort L. Hale 
·::ennoll l'ance 
S . E . Harris 
Samuel P. Hayes, Jr . 
~ . 0 . Halfkins 
A.v Hewes 
t;eorge H. I'J.ldebrand , Jr . 
! . P. Hor-man 
Harold Hotelling 
·.alli~~~:~ Jaffe 
Andrew U. KMarek 
Theodore J . Kreps 

- 2-

Helen B. Lamb 
John Lobb 
Lewis F. llanly 
Loghlin F . llcHugh 
Lloyd ~!etzler 
Glen W. Miller 
l!u F. ILUlikan 
Otto Nathan 
Ruby Turner Norris 
Guy E. lloyes 
John H. G. Pierson 
Hubert PhUlipa 
John ! . Roe s 
L:urr e,y Rosa 
Rosalind Yl . Schwager 
Kenneth M. Spang 
E\lgene Staley 
Harol d Stein 
Curwen Stoddart 
Arthur \'/ . Stuart 
'N . F. Stolper 
l!axinc Yaple Sweezy 
Paul l~ . Sweezy 
Phillip Taft 
Loris Tarshis 
H. Fabian Underhill 
Henry H. Villard 
Colston 11ame 
C. R. :'lhHUesey 
John D. wuson 
'illeresa Wolfson 
I.Je,y ".Tood-Sillons 
~artha J . Ziegl or 
Rose Fitsgerald Zunder. • 

Of the sixty- nine , t rirteen como from Harvard , seven each 
from Yale and Columbia, ~il< each trom Norttmeotern n:vl Brooklyn 
College, f i ve f t·om llount !lolyoke and four fr«• 1\l':t o. Other 
institutions represented are Brawn, '.'!1lliams , Alnherst, :;tanford , 
University of Wisconsin , t:niversity of I llinois , Univer sity of 
Chicar,o, Cornell, limr Yor k University, \lniversity of !.!innesota, 
Princet on, Fresno State College, San Francisco Junior College , 
~arab Lawrence College and Vas<ar. 

: 49 
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TREASURY DEPARTMENT 
250 

INTER OFFICE COMMUNICATION 

OATil: JAil 1 7 193!1 

TO Secretary llorgentbau 

• RO" fir. Foley, Acting Genera.l Counael 

For your ip!omtion 

Re• llrcra.ft ProC!U'!:11• nt Prograa 

This afternoon while I was at the Attorney Genera.l 1 s office, 

I ran i nto tbe Solicitor Gene ra.l . For a few 11011ents we discussed 

thAl aircraft procure01ent program. 

Upon the return of Oscar Cox to the office, after his visit 

'Kith me at the Attorney General's, hot found word that Paul Freund, tha 

Solie! tor Genera.l 1 s assistant, hsd telephoned to say that tho Solici

tor Genera.l bad made an appointsent f or tonoorrow morning at 10 a . 111 . 

• l t h Col . Burna of tho Tier Depart2ent to discuss the proposed l egis

J..o\ tion, and asked Cox to be pres ent. At t he a""e tbe, tbe Solici tor 

General had sent over the coa=en t s of the War Departaent on an earli er 

dr aft of t he statute prepared by Freund and Cox. 

The last draft of ths statute whlcla t hs Departlllent hss not yet 

seen , as well as the earlier draft, which it did see , provide in the 

maln thAt the procurement of deaigna for aircraft should be bllndled 

by the Secretary of Tier or tbe Secretary of the Nav:r, as the case ~ be. 

r.,.~-;f -
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• ••lr. 
J I . 

(t;igned ~ ll r.!\lrG~.,t:ht\U, Jr 

IN. IIUrtMr I . IMlea. 
~-....... , ......... 
,...I'll ...... .,., •• 
Weal ........ o. 
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BOARD OF GOVERNORS 
o .,-THC 

FEDERAL RESERVE SYSTEM 

January 14, 19&9. 

Dear 11r. Secretary: 

I am bending you· herewith a copy ot the final 
fon ot the Report of the Fiscal and llonetery .ld
Tieory Boerd Relating to the Special Report of the 
Social Security Boerd, which u s agreed to in our 
Meting at the Treasury on Thursday attemoon, 
January 12th. 

11. S. Ecclee, 
Chairman. 

Honorable Henry llorgentheu, Jr., 
Secretary of the Treasury, 
Washington , D. C. 

' enclosure 

J 
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January lS, 1959. 

REPQRT OF THE FISCAL AND I!QtiETI.RY ADVISOR! 1WJ!D RELATING TO THE 

SPiX:IAL REPORT OF THE SOCIAL SECURI'l'Y BOARD 

At your r equest, the Fiscal and "onetary Advisory Board has 
considered the Special Report of the Social Secu.ri ty Board at t wo 
extended meetings . In addition, the technical staffs of the 
Tarious agencies represented bald a meeting to explore the fiscal 
aspects of t he problem. 

As a result of tbi.s study, the AdTisory Board makes the 
following recommendations: 

1. That the Report be subaitted directly to Congress rather 
than to you, and by you, to Congress. 

The basis of this raco~~eendation 1a two-fold. In 
the first place, the Board found that the Report raises 
bighly controversial questions with respect to the 
monetary and fiscal aspects of the old-age insurance 
program. Transarl.ttal of the Report by you would imply 
your acceptance of one view of a problem on wbich, in 
the opinion of this Board , definite comarl.tment on your 
part is not at this time necessary or advisable. 

In the second place, the statute creating the Sociu 
Security Board does not state that reports with respect 
to modifications and uenclnnts of tha Act ahould be made 
to the President and the implication is that they should 
be made directly to Congresc. Tbia bas been the preetica 
of the Social Security Board to data. There a ppears no 
good reason why a departure troa this practice should be 
made in the case of tbia SpeciAl Report. It is, t.bere
fore, appropriate that a report racC~~U~ending cbenges in 
t.be Act should be addressed to Congress. 

2. It is desirable tbat the Fiscal and Monetary Adrlsory 
Bosrd be kept currently informed by the Social Seeuri ty Board of 
specific recommendations wbich it proposes to present to Con
gressional Col!ll!littees so tbat the monetary and fiscal aspects of 
new eoc1al security legislation I!IBY be kept under continuous study 

by your Advisory Board. 

'· 

:53 
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r.o•••O e O•C.CM."'UM 

GRI!:I!:Ne.o.uM\oLF"F & ERNST 
2615 MADISON AVENUE 

NEW YORK ""'•'"" • .....01."" ..o••·• .. ..... , 
.-o ...... ~ ."' ..... litO 
~.......c: c • ..~ ....... o• 
~._,.~ .c•w• 
~ot• ~••0&11 

TCI..c•wo..-c CA~..C:oa .. u, • · •••• 

JOZiua.ry 17, 1939 

Memorandum to !Jr. ~for genthau, 

Re o Ed Foley 

The following ia a sUl'l!.ary of inf'ar-tion fi'Olll nrious sourceoo 

He wae born in Syraouee and his father wo.o s uper intendent of the 
Solvay plant up there . He W8nt to Y11111...,. and during his t ... oh
man year loft , oomilljl down to !lew York, and went to Fordham and 
then law aohool. Before graduation he eeoured a part- time posi
tion at Hawkins 1 Delafield &: LongfellO'N. Aft,or graduation he wu 
employed t here rogt•larly. lie speoializod in munioipal bond vrorlc 
and rema ired for about aix or eight years . The partners in the 
firm t hou;;ht very highly or hi m and found him hard-working, able , 
indus t rious and thorous hly reliable. 

Shortly after R. F. C. -• orsanbed, they needed a man down there 
for mun1o1Jal bond worlc and t hey l e nt hia to R. F . c . AlthoU~;b 
he did not have the title, ho actually beoltJIID tho head of his 
leGal department. Later on he moved over to P.W. A. under Henry 
Hunt . However, he ro , as formerly, althou&h not nominally the 
head or the legal staff he aotually performed all t hs worlc and 
then became the real head . over at P.W. A. he had about 1400 
people under him, eoattored in different parts or tho country, 
and reports are the.t he porfonned e.n oxoellent j ob over thoro . 

E. S. G. 

--

• 
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TREASURY DEPARTMENT 255 
INTER OFFICE COMMU NICATION 

OAT IE 

tO Secre t ary ~lorr;enthau 
Jonllf'ry lS , 1939 

fROM fAr . Foley , Acti ng General Counoel 

For your 1nform"t1on 

Re: Confprence 1< \th the Att91neY Grn<'rel 

Yestercillf I left dth the Attorll"y Gencral-

1 . Our draft of an uend .. cnt t o t •,., Co=Wlie..lions Act or 1'1J4 , 
•~thorlzlng, eubject to certain rP•tr1ctiono , drc-tapn1nr; by Fedcrel law 
c~rot-cem~nt officers and orovidlng Cor t he 1111e , in cr1;unal ca::es , of t is 
c·vldenc<' . I gathered that the Attorney GcnenU. had a 'l<. rsonal avcnton to 
I ' \\hole subject of nre- tapping , but he prom•ed to subnlt the drnft to 
'I i ~n 'Jc'Jahon , llsris ta!lt Attorney Gent' t-al in chart.~ or the CrinJ.n~l Li\'is lon 
,·,o •ill give 1dm n report. I will Collo\\ t his up v.1th Mc>tahon . ' 

2 . A copy of Y.r . Oliphant' s opinion J'tgt• rding t he lege.!.it.y of our 
l"tlon in making availabl e t~ t he SEC Comptroll~r or t he Currency bank 
~' 1:lncro ' ronort! on Bank or !.mci·i ce . I pointt'd out thnt I ••s lenving 

• I~ wl.l.h him as bsckgrotmd coeter iel ce1~ly in e<~se be wae celled upon Cor 

•~ opinion in t~e matt er . 

I al~o sookt" to h1:t abo•Jt ~1:~~9t.ion o!' ls.~;t"r!: fr~~ the a?~llc" tlon 
- ·· the fY.c c::.tiv<". order or le~t June blenl:c ting i nto Civil Service substan
t!t ll;• al..1. federel e m!)loyes . He told me t ilnt he • as havinJ; "" oreer ort'OOI"''d 
• a i•.c te::oor:u}' relief . I gat'>·. rrd t hll t '\!.t ore r ll'o,Ud be in t he nn t lll'f' 
of • t~. e or six ~onths' oostoone,ent of t~ effective d~te ~f tht' P~ricent• s 
"' rr or laa t June , th-'retoY furni~hi"ll him •Hh nn oppot"tl.l:'-'. ty ~ <t uey t he 
,., ~ tion 't length . I told !Um thst 11r. l.lc11c7UOlc's ns t !le out::t.. ndinc 
• at':or1 t; in t'•c Goven>:n~nt on t hn oubject or Civil O>ervice, and tb., t the 
'!'I'U ,.ur,· would be glad to coooerntf - it'> h1111 in hlo stuoy of the probl~M . 

/!p-J' / 
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THE SECRETARY OF" THC T REAS URY 

WASH INGTO N 

JAN 1 7 1939 

IIEXlRAIIDlJII POR '1'8E PRESIDt:lfrt 

Aa you kDow, there expire on Juoe 30, 1939, the powera 
conferred bJ Section 10 or the Gold Reaonoe Act of 1934 dealing 
with the etebU1s..t1on fund , am the powera contained in para
graph (b) (2) or Section 4J or tha Act or llo,y l2 , 1933 , under 
which t he •t4111c content or t be dollar • '¥ be altered a m 
pursuant to wb1cll JOU baTe been i .ssu1ng J013r ncwl,y-llined domestic 
eU<re r proelaatione. Trnnaaitted to JOU her ewith are drarte 
or letter• t'roe J OU to t he Vice Preeident am the Speaker or t.be 
Houee or Representatives , reapeeti<r.J.~ , reco.,.nding that l osia
letion be enacted contin~ for an additional t wo years t he 
power• contaiMd in such pro'l'ieione am stating t hat the Secretary 
or the Treaau:zy aM repreaentatiTe~ of the Trea813rY Will be aY&ll
ahle to d1acuea with the appropriate congresaional co.oitteea the 
probleu relating to t his legislation. 

Since yol3r recommerdationa would necessitate .er el,y the 
CNUijling or the dates in t he Tery short statute passed in Janll!U")' , 
1937, there would appear t o be no need for your annexing to your 
letter• to tbe Vice President nnd the Speaker copies of proposed 
legislation. 

;_s& 
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"" 
THt S ECRET ARY or THE TRtASURV 

WA.H f NO TO N 

JAN 17 1939 

.U TOll lalow, \her. upire 011 .r- 30, 19)9, the powera 
coa.f'erred bJ S.Ct.io11 10 or the Gold RaaerYe Act or 1934 dea.l.Uc 
rlth the at.ebU1saUo11 t'lmd, aal the powera conta.1necl ill po.ra
grapb (b) (2) ot S.cUon 4:3 or the Act or ~ 12, 19.).) , und.ar 
which the • t.a.llio co11te11t ot the dollar .aT be altered aal 
purnant to -.bkh )"OU h&Ye bean iaa~ )"O>Zr Dnl.T- IIined do•atio 
aUn r procl.aatio~~a. 'l'rnnaattted to TOU har.ei\h are clro.rta 
ot lattera troa TOll to t be Yice Pl'eeident alliS tbe Speaker or tba 
8ouae or Rapreaantat1na, raapeetinl,r , r•c-ndiac thet lecia
latioll be .,.cted contilluinc tor an additi~ teo 7Mra the 
poeera cont.eioed ·ill auch pMJt"iaiona a .al etatq that the Saer.t.arr 
ot tba 'l'reaaury and repH'aentatiYes or the Trea.au:r)' • ill be aYail.
eble to diacuaa with the a ppropriAte co~aaional coomittaea tba 
probleu r.lattqr to thia lecialation. 

SiDce )"Our reco-ndationa would Daeeaaitate • rel.T tba 
chang inc of the date a ill the .,...., abort atatute paaaed ill Januuy • 
1937, there would appear to be DO Daed tor your annexing to 70flr 
lettera to the Yice President and the Speal<Air copiea or proposed 

legialatioll. 
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THE WH I TE HOUS E 

W 14$ '"" 1NGTON 

Dear Kr . Tiee President : 

!be !>0"" eoD!erred b7 Seetlon 10 o! the Gold !!erern Act 

ot 1934 , aa amended , 4eal1~ with t he o t ~bll •ot lon fund. and t he 

power• apee1!1e4 in ~~mph (b) (2 ) or Section 43 , Title II I , o! 

the Ac~ appro•e4 Wa7 12 , 1~33. ae ~ended . relat l~ t o t he f! xl~ 

or tbe .. tallle content o! the c!.ollar , rl ll tx:>lre on JW>e 30, 1939. 

!he n :ht ... ee of th .. e !>O•era hu eMbled uo t<> oaft[!'UI\N the 

DAtlOil 1 t i nteruh IUid t o carry 1'0 ,..1\N lnternatl?NU ""notl\r'/ ..nd 

eeonoaie eoope"'Uon. It h obn ouo , ho•ever. n.At the lntemnt1oMl 

aonetl\r'/ aDd eeonoale aitua~lon Ia ot lll euch t hn t I t oo~ld no t be 

oa!e to per.oi t aueh power• to be te~lMted. I bel i eve the oound and 

wtae nolie7 to puraue un4er t he cl r cucot'D:eo lo t ~ extc~d t heee 

powen tor .., a441tloMl two 7eare. The leehlntlo:> s;;.,:;.:~ follow 

tbe f ora u .. d in the .Le t o! J&IlUI\r'/ 23 , 1937, exceot t t.at t he ttr,. 

"June 30, 1941" obould be oubotl t uted tor the t e rm "June 30, 1939" . 

fhe Saeretar7 of the Trenoury M d other r o?rescntnt \veo nr 

t he Tr ea aurT Depart»ent will be 1\Tnlla! le to dlocuss with the 

appropria te co:onl tteu o! Coa;:reaa t he ur oblelllo relt\tla;: to ouch 

Bon . John Jl, O.rner. 

Preaiden~ of t he U. S . Senntt· 
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~ dear Mr. Speaker: 

THE WHITE HOUSE 

WA SHI N GTON 

25$ 

JAN 17 19l9 

'rh e po11en confe rred b;r Soet1on 10 o~ tho ::Old !lcserrt J.et of 

1934~ aa """nded . de&lln« wi th t he atabllha tl on fun;!, Md the powere 

e ·ecl ~led I n nor~rnph (b) (3 ) o! Section 43. Title Ill . of t.ht Ac t 

n~proTed Yal 12 . 1933, ae aoended, reln tlnt: t o tht fl~l"~ of the metal

l i c content of t h e dollar. will eroi re on June ~0 . 1939 . 

The exioh nce of thue po,.era hna enab led ua to o:U'ttl\IAN the 

MUon ° a in:ereoU and t o enr:-y forward lnttrnMionnl oo~et~r:t and 

economi c cooperation. It Is obnoue. howu cr . t h.~ t the lnterMtloMl 

r.~one tnr; and e cnnonlc elt\ll\t! ~n 1• s t\11 aueh thAt it would not be 

OP!e t o perclt aueh r·o·:ero t o be ter ::> lMted. 1 bel!e\'e the aoun4 o.nd 

w 1 a~ ~ol1cy t o puraue under th~ c1rcucat~~e•• 1a to txtend th~ae 

~o~ero fo r an additional two y enra. ~he leclalAtlon ohould follow 

the f o re used in the Ac t of J a:>UA1'7 ~3, 1937, excor t t t.at t he term 

"June 30 , 1941" ehould be oubotltuted !or t he terc 'June 30, 1939. ' 

The Secretary of the Treasury nnd other repro oentativea ot 

the Treasury Dept>rtment will be a'tl\llablo t o dlac·Je& with the a ppro• 

n r late com:. 1t t ee a o! CoQ6re .. the p roblem• rebtln{ to ouch ltghla· 

Ver; trulY youra, 

S peaker of the Bouae of BepreaentatiTet . 

\ 
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Aa JOU kDow , there expi r e on l une )0, l 9J9 , t he powera 
co nf erre4 1'7 Sect ion 10 or t be Gold R .. c,..,. Act or 19' 4 deal1111 
with t ' .• atabU h at1oo fuDd , • 111 thw powera contained 1n ,.,ra
~aph (b) (2) or Section 43 or the Ac t or ~ lJ , l93J , under 
which t he ..,.tellle content or l he c!ol.l.Ar ao:r be oltore<l " 111 
purou.ont to whi ch rou !lA•• been 1acnainc JOYSr 111• 4 - alned dooeat!c 
aU•e r procl.a...,.tioD.II . '!J"naaitteol t.o you t.arewith or.re dref ta 
of bt.tera r..- JOU to tha Tice Pu a i deat e.rd the Speaker or t.ne 
!louae Of P,epr ... ntatiY .. , ~llptCltY< 4o re-nl!1111 ~'1At lecl o
let1on be enaeteol eont1DU1nc ror an ,.cldltlo""l bo yeor.ra the 
;l()Wel'l contained i n s uch p,..,.,1o1ons .. 111 etat1r« tll .. t t !\o Secre t.ar)• 
or the TrcaaUIY .ftnd n pr e ae ntatiYIU or the r ..... •urY will .,. ..... u
et.le t.o Jiacuaa with the a ppropriate cOI\8rU Jio..,.l com 1~tee• t ho 
orobl.ea:l Nleti~ t.o this l"4!1aletlOD• 

Since your reco•~endation• would noceso1 U.t e £erely tbe 
Cbefll: l llr or t be daten t n t ho Ylt)' •hort at.atute l>ft88e0 in J"n\lOIIYo 
l 9J'7, t here would a pp.,.r to be no nee4 ror yo\lr e n•.exillll to your 
l ettere t o the Vi ce Preei<lvnt 1111<1 t ne sres'<er coyios or :>roponed 

l eghlat.iOil• 
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It cloar"lb·. ;t~ 
!1M ;>elrft'a Maloi'HC1 bJ IH\1• 10 ~ . .. _ ft -lei a. 

- - Mrft 4ft of 

l'J34, • • ... lldecl, cle•U ac w1t.ll \be atc'biliaal.locl r._., -- • ... _ , &au ~ •,.·o,.,.re 

apccLtiao iD p8~Uir&Ph (b) (2) ot eootioD 43, title III, or tho A-' 

kppi'Oftd l!q 1', 1933, • • .... nd.ad , rala\111& to t he fil.iJI& of \bot .. \U

Uo -teet ~ \be cloll..,., wUl. npira oa ,_ )01 19)9. 

T1oe nh'-- or l.M,.. ,-rors t..e embl e\1 ua to ...t-1'6 u. 

uat.1oa1a iat.efta\a Q<1 \o MrT7 to~ ID\erutioll&l. 11011e\U7 &1111 

•co-'• _pe .... uoa. 1\ 1a obw1oul, no•••er, t..l•\ \Ito I.D~tioiMl. 

w1ao pollq w - ...S.r \.lot oirc'.-taoel 1a to utADI! \beae 

,..,..n tor u 11441\1~ wa 7u re. tbe l -c!alatlott ahould toU.. 

tiM tora u...S 1n \be Act of J IUIU6J7 ; , l 'i37, .. M ) t t.bat \liD \en! 

•.luM )O, 1941• ellolild be a~abet.lwt.ed for \be ""' •J- 30, 1939.• 

!1M lle-'\t.rJ of t.ba fre4WI7 1.114 ot.ber re~ruoa~tl" .. of 

tiM TnalfW7 l)ope.n-D\ aill be anibbla to 61eCIIU wit.!: t.'be ap~ 

i>r\Ao\a ~t\oeH at eo...-.u tM ~- rel.a\1111 "' ...., leci" .. 

Uoa • 

... , .. a. kstt ... 
"" ... ,1 7 ., ...... ., .......... \1-
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I, L 

!'lie ,_... -'•noef tlr S.OU.. 10 ot tbo Gold Re .. ne ~ 

ot 19.)4, .. .. 
0 

'• .s.liq wi~ 111M l\ala1Uad1oo r-s, &D4 \be 

pewft apee1tU. ia ~I* (II) (2) ot a..Uaa 43, !1\le m, ot 

\ba .U~ approoncl..., 120 19.)30 .. ....Secl, nolat.laa t.o t bo tuia& 

ot the ..-lll.e -'-' ot ~dollar, •Ul ap1n .. ~ .... .)0, 19)9. 

!'lie ~- ot \baM poqn bn -blecl ua t.o N.t•CUUd tbe 

.. \Sa•e taWr&aw .- \o _,.,r-Ill 11l\.e:I'Ut.1oa&l -e\arf -s 

a&te \o paw-1\ .- po~~&ra t.o be ton&1ut.e4. 1 w l1..,. >be t-.4 Gill 

.s... poUq \o ~ -. ~ ~~ a t.o oxWD4 t.llt6H 

poawa tor • ...Uu-1 \110 7Mft• • ~:LI:\1.011 abDIIl4 tollooo 

\1M rom ue4 ia \1M .an ot 1~ 23, 19.17, ~ ~t. tnc w... 

~ )0, 1.U" ~ 11a .-.u.w tor \be \ere "hM .)0, 19)9"• 

l'lle llean\aq ot \ba Tnallll7 .., ~&J' r..,re~Una of 

u.a !r..at De~\ will 11a aftUAable \0 cSaou,. wi\b \be 

IJIFOpriaW -1\t.e• ot ~~ * pi'Olllvil ,..U\ 1111& \Q INIIb 

a... I-·· a...... • 
.... i.Ua~ ot ._ lllal\ecl S\aWI ._w. 

Regraded Unclassified



~63 

Botoro hie dep<~rtu,.., recent17 tor To'-•o t ~ or an important eo.nte.rence 

t horo • .AAmJ.ral Tsudo ( if •v -,\f .f~ ), director at tho Special Service Orgen 

ot tho 1oponoao Novy i n Chino, h~d ~n oxcluatvo interview with ~ Cbineeo 

pol1tlol~n , Gon. l!su J\11-ling ( A~. J ..,~, ~- ) , ~ ~~ e veteran XUoctntang leader. 

As nn old trlond, tho 1epeneee admir e! told Gon . P~u contldentlelly tbat 

t!lo 1op<~neao Novy es • Tlbolo novor chor1ahod any c.mbltion t<> 1~ede CbiJ>a. 

The 111..::> ~t tho Imperial 1&psneee Ne•y 1o t o drive AI>Glo-.l.l:iorlcan Loterosta 

troo tho !'llr Eest and to C8ke Aslo tor tho Asiatica under the leederohip 

of tho 1oplllloso . I n order to achlovo this eU:a, 1epan coeds the !\Qodwlll 

end co-operation or the Chinese netton :oro then AQYthing olse. Now that 

tho ""r botwoon Chine end J epon bas beoh otortod by eollll> shortsighted aney 

loa.dcrs 11nd hos gro•:n to such sertou e proportions thct the whole ot tho 

Chinoeo n~ tton ta entagpni~ed , the n~vy ie eompollGd by ctreumstenccs to 

be pulled Into tho whirlpool and tight by tbo oldo at the ·~ In moaning-

This le a sltuotlon deeply deplored by 1epcn•s navel leodoro, 

who don ' t wont to eee tbeir equi~nt ectoo up l o thta ny. ?or t!lis 

reason tho xavy 1m11\s peace w1 th Cbina noro than an70no else In 1ep<~n. On 

behnlt or t bc navel service i n J epan, tho cclllirol Ia readY t<> SPOnsor aey 

poeco echooc t bot Is prectlcel . He Ia or tho oplnlo~ that the most, end 

only , otteot1vo ""Y 1S to dool wlth tho Natlonel Oovor.omont direct . Tho 

Tokyo Govorumont 1e propered to nogot1eto ony torma wlth tbo 1\llomlntong 

roglmo to brina about pence only It ()on . ChinAS Kl>1-ohok wlll consent to 

ree1gn trom hle poet . Tho ; epanese lcedor• t ool t hat ~dor no cireumatances 

could they consider any ro~la with ceo . ChiaDg, but theY heYe no objec

tion to t ho o t hers, evan I! the Gonoralloa!Joo II behind ell deellngo. 

They w111 evan 1greo to (len. Ch18ll8 reotorlng hi»alt t<> hlo orlgiJ>al poet 

eoon aftor poece with Jepan Is reall?:ed• B1a uczporery reslptlon would 

eno t he al tuetlon and thla Is the moat tbe Jepaneae Govct'lll""Dt could gin 
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ill to, MairaJ. TIIUda belie•&<!, 011 tho part ot J'apon, the nnaJ. leedera 

oro world.ng bard to eon'Oinee the go•er,.,nt that ouch roclcleoo llrlrll' 

leadore eo Oon. Doihara, Gen. Itegoki, olld others, who s tarted thi J 

toolioh war obould bo removed trom their pOsitions nnd duly punished tor 

their oorioua m1stakoo. Tho admiral told h1a Chinoeo vtaitor that he 

11 coming back to China tho latter part or J'anuory to tollo• up hls 

poaeo ottorta ond hepao that the Chinoao ortteial Will do ~s beat to 

wor:C tor pooeo in China, but everything ahould be ltopt secret tree tho 

anQ' people. 

A row deya ago Col. Xopedo (,J. 6·/'~ ), Admiral Touda'o rtght hand 

man olld acting director or the Special Sor'Oiec Organ or the J'apaneoe Na..y 

ill ChiliO, hold e eontoronec With n Chlnoao otticlol who acts as Gen. 

Chon Yi ' a roproaentativo, and discussed tho aemo topic With him. He eeid 

that it 1s uaolooo tor J apan to continuo any dealings w1 th L!r. Wang Ching

...,i, who 1o now practically a prloonor end o total failure. He hopes, 

ho""nr, t hat ..,.., channel could be toulld to deal direct w1 tb the Notional 

OoYar=ont DO -ttor whether tho /.rl:rf people egeo or not . Under airT 

etr~~ancea , 1~pan cust heYe peace t=ce41ately at all coat, seid tbis 

J'epanoao novy ottieiaJ. . 
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