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CE CORRE SPONOE:NCE 

COJYIOII!UL nkll 

r. 

1 
H(a) 

- laaaary e&, lt8t. 

T %1L!PBOII OOIYBIIIIAfiOJ lltll 

!Wilt OF DOI.MIO. 

I oalled llr. BoltOD d 10 o'clock th1 a •om1n«• I referred 

the clrCI\ll.e r drawn up by the LoDcSon Forel&a hohanca c-ltha te 

e the LoadOD axobanaa atarltn 1D 1ta dNl1na• and r.quaetad that 

l et ae hna a couple ot oop1••• !h1a llol~ proaleed, add1nc that 

circular had bam prepared ~ the roreiln bobaac• eo.J.ttH 

tnUral1 Without dat'1.Jaita inatl\letlODa t:ro11 the bank or t:roa the 

raalllll'1• the Co•1ttaa had a1apq bee beaded a oopy ot the frHauryte 

the banlt md ra~uaeted that they do mat th~V oould to prwet 

pecul ation aca1n at aterlilll without 1aterteriD& with no~al Marlte\ 

tarcoune. the C:0.1tt ee had arr1Ya4 at 1t 11 om rule• altbouch he, 

""•·~".-. bad take -• sall part 1n 1t pr1Yetel.y, 'bat ti'OII t he carttn• a 

a1rpo1nt the e1rlllll.ar wa e the CoaaUtaa• • ott~ rulinc aad it was 

• r,auhad that 1t had no heal cuthor1 ty aDd no Junad1ctiOD at al.l. 

I inquired eathu th«J' had Nl7 1\utbar ""• OD wn had 

happtnad and •aa coina on 1D Oen«<J'• It wu axtl'8el.7 d1tt1CIIIllt to 

details, BoltOD replied, p&l't1oularl:r now that all their neu" ot 

information bad b- cloaad up. In adc!.1Uon to Sohaobt, Or«r•• eod Bulla, 

8hutna ,._ed to be out al80. !here ••• no dou_. that Sohaobt'• Yh1t 

to London and Jonaa' 1 return Yia1t to Berlla had praaiJltatad the 

A YeJ'1 dettDUa .t'Hl1!11 prwa1led that the btr•hh no• ba4 

complete ooatrol 1a Ga-aay and that t he tlaanotal and -oat• dw .. 

t1on W1tb1a the -try waa ODe &lob ailht cl.r1Ya the G-an •tb0r1U .. 

t o taka -• clelferat• nap. Ia .-nei'Ua Jartlcularl:r the tael.lal •a• 
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F t:OE RAL R£:;;10 VE. U K 

') ... ... 
OF NEW 'h.IRr 

VICE CORRESPONDENCE 

COiriOIIfiAL FILI8 

DATE.Jaauaf1 ttl, lta. 

... L_. lo KD~o 
I 

SUBJCC.TtfiLJPIOII ca.Jill£%101 wn'l 

Nil: Or IIOWD. 

~Ub probabl:r lato a peale. A oena111 --t ot -• wao lMYiJII 

alta~ 110• an4 aDdoiDoa~ ~-- ... o4 \o bo ooao 14oa that~· 

~teb nro tho tbn oe 11 Uor• • lht t1o bo :ru'II'Md oat 111 lt•. 'rho 

aucaalt1oe ha4 bo• aa4o \hat Oon~ ll1lb\ 'ldthU.w troa tho 1.1.1. 

r.- tho po .. 11111U:r ot -• 4ooporoto _... •• t 011 t ho pan ot 

Oonuo, 1t wao probablJ' ool'l'Oft to al'IUO thd !'.- a 1-a , .. 

ot now tho o.-an ••ao• ••• liOiiulaa to 4oe11no. •--•uo 

wore tl71nl 111 Lolll\cm M bold tho 4oller at 4.t7 t/le. !hob 

.... ,...,., .. lo .. oa ware at tho rate ot about .1,0001 000 an boar (• tar 

todq) • I wcaono4 that thh wao lawlta!lle •4 tho 

'llllder t ho ot..-.nanooo, 414 Dot a .. to •• oo norwhal•'•r• 

ropl1o4 thd thiiJ wore q1dto NUatio4o 

. " 

... 
' 
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STRICTLY COIJIDISTIAL 
3 

PARTU.L PARAPHRASI or TILI~M RJ:OIIVID 

FRO¥: illori e&D labe.uy , Berlin, Geraany (par\ air) 

DATI: January 23 , 1939 , 3 p .m. Rec 1d January 34. 

wo.: 81 

OOliFI DDT llL. 

One. We have t he statement from a source olose to 

Goer ing tha\ Schacht 1 s d1ea18sa l occurred because the 

la\ter f el t unable to carry out certai n directives whioh 

bad been giVen to him by the Chancellor ; \ha\ his depar t ure 

bad nothing to do wi\h \he dieoussions concerning Jewish 

immigration which be was carrying on with Rubles and which 

would be continued wi th Wohltat of \he Economics Jlinistry 

at the point where they were left off. 

In spite of auoh assurances it is difficult to believe 

that the dropping of Schacht a\ the very moment when hh 

preliminary conversations with Rublee were about to be 

c ompleted did not have something to do with the t emeri t y 

of a non-par t y man - for in api\e of his party membership 

the core of the par\y baa never regarded him as a real 

Rational Socialist - in in~ecting himself i nto a fundamen\al 

par\y i aeue was not one element in his dismislal. 

I cite the follOWing oir oumstance• as eeeaing to be 

significant -

At the beginning of the conversations a\ Berlin, 

Schacht enjoined Rublee not to disOUII the probl .. wi th 

representatives of other Government department• . Although 

Goer in& 
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Goering atatea he was kept fully inforaed of the talka, 

Schacht did not consult with representatiTea of the Min­

istry of lconoaics, nor with the Police and the Foreign 

Office. It w&e not until Just before hie last tal k with 

Rublee CD the nineteenth of January that he did ao. After 

that he •sketched• certain details of the propoaal for 

emigration of Jewish people. 

Schacht waa obT1ously diatreeaed at the time he had 

his last talk with Rubles. One t hing tbat is certain ia 

that Hiaaler •e police made a secret report to Hitler 

about Schacht , aaying that during hie negotiations he had 

been disloyal to the interests of the National Socialiata , 

and it eeeme certain that Schacht knew about thia report. 

Two. The core o f the J a t ional Socialiat Party wae 

antagonistic toward Schacht cecauae of hie characteristic 

frankness not to say indiscretion and criticiaa of certai n 

policies, although he enjoyed the Chancellor's conaider­

ation. I may add that the party enmity to Schacht ia 

held also as far ae all oonserY&tiTI GOTern .. nt economists 

and financiers are concerned, they being obstructioniata 

to swift realisation of &ima of the Jational Socialiet 

Party. It ia aeaerted that if they had proper party faH;h 

and philosophy, they could easily oTercoae the obstacles 

which they inYent. I may &lao add that Goering baa aoae-

thing 
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thing of tbia belief too. The diat1not1on ia that 

certain ra41c&l lea4e~e would b&Ye the 1 conaerY&t1Ye• 

econoaiata &nd ezperta 41aplaced, while <Jeering biaeelf 

dependa upon tb .. but insiata that tbeae conaerYat1Yea 

mus t find a way to oYercoae the obetaclea &nd obj eotiona 

to the pl&na ba wante to carry out. 

Tbraa. Scb&obt ~n hie diaouaaiona with Rublae waa 

carrying out Goering's pl&na but it ia unknown whether 

Goering triad or waa able t o BaYS Schacht . Certai nly one 

of the resul ta of Schacht' a departure is &n extend on 

of Goering'• power OYer the b&nking &nd credit ayat .. 

5 

since Funk , the new he&d of the Rei obabank, aay ba regarded 

aa Goering'• m&n although be baa eoae party atanding of 

his own. 

Four. In Yiew of the f orecoing it seeu that party 

enmity, jealouay, and per bapa d1Yi a1on aay h&Ye alae 

played their part i n the diaaiaaal. The atateaent, bow­

eYer, that Schacht'• inability or refuaal to carry out 

certain d ireotiYaa of tha Oh&noellor abould be accepted aa 

at leaat a aain oauae of the dilaiaaal . Schacht'• fUD4a­

mental poaition baa bean that 1 1nYeataent auat aatob aa•­

ing• and that OOYernaent borrowiq abould not exoaa4 oapital 

creation. Tha f inancial eabarraa•ent of the Go•eruant 

which 1a ao widely ruaora4 at present •Y haYe aada it 

neceaaary t o reaort agai.n to aaoret bill financing or 
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devices of eiailar effect which Bob&oht announced he 

bad eliainated ill 1938. 

What the direotiYes of Hitler were we do not know 

exactly. However, I giYe below a story told ae by a 

German banker - which I repeat with coaplete reae"e ae 

to i ta authenticity. This story may be indioatiYe of 

the kind of instruction which Schacht was giYen. It ie 

said that Hitler hiaeelf ie interesting hiaeelf personally 

in the Third Reich' s financial and credit difficulties, 

and it was hie own idea to haY a a GOYernaent obligation 

that could not be rediscounted at the Reichabank or 

collected unti l a considerable time after i t was ieeued 

and that the obligation had to mature befor e interest 

was paid on it . Then when it had aatured an obliga-

tion of aay BO 11arke could be rediloounted or collected 

at aoaething like 100 aarke . 

Whether inflation is likely to occur ae a reeult of 

the party GoYernaent taking oYer the Reichsb&nk can only 

be diecuaeed when more inforaation is aYailable regarding 

the reaeone for Bob&cht' a dieaiee&l and the future finan­

cial plane of the GoYernaent. 

five . UnqueeUonably Bchaoht' 1 departure doee, how­

eyer , inor eaee the dangers of inflati on and eoonoaio die­

location. Wi th hie going the laet iaportant bulwark of 

financial 

6 

• 
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financial 1 coneern.tt•• in the Third Reich baa d1Bappearec1, 

The rinanoe Kinietry anc1 loonoeioe Ministry are i ndeed 

staffed by •aound• official• notably Brinkman $be adminie­

trat1Te bead of the latter Kinietry and who aa the new 

Vice Preeident of the Reiohebank will preelllll&bly be the 

aot1Te head of that inetitution. HoweTer, these offioiala 

h&Te neither the preetige nor poaition aucoeeefully t o 

withetand any determined preaaure froa the party. 

One time Schacht said that with the Fuehrer he could rule 

Germany economically, but that he could do nothing without 

hia, meaning that the eoonomio atruoture of the Reich 

could be kept sound au long ae he retained hie poeition • 

and contact with the Fuehrer , Schacht feared that there 

would be economic disorganization and deterioration 

if he did not haTe that position and re~tionehip. 

It ie requeeted that the foregoing be repeated and 

charged to the TreaiiUry. 

GILBERT. 

v.:tn 
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PARAPHRASE OF T.ILmRJ.ll RIO.IIVED 

FROU: American :Embassy , Paris , rranoe 

DATE: January 23, 1939, 5 p.m. 

NO.: 133 

FROli COCHRAN. 

At noon today I visited the Banlt of France. As a 

result of last week ' s sterling acquisitions, the gold 

holdings of the French fund have passed 14 billion france. 

This mornin~ no exchange transactions were carried out 

by French contr ol . Sterling is again causing concern 

for my friends; they feel that the British contr ol should 

have taken a stiffer a~titude last week and should have 

bald the pound firm at any cost , after it acquired ita 

new gold stock . They lost 30 cr 40 million dollars, as 

it was, in addition to the sterling which was yielded 

to France , and still gave a weak impression. 

At the Bank of France my f riends believe that 

Schacht 's r emoval from the Reichsb&nk affected sterling more 

tban it did the French franc, because , first, London and 

the City part icularly had support ed Schacht for years 

while no position had ever beea ta.ken by France; second, 

t he British have much larger standstill and other invest­

mente froz~ in Germany , most ly from a few City banks, 

whereas France's main German investments are in Dawes 

and Young bonds which are widely distributed among French 

holders. 

END SECTION ON.I. 
WILSOII. 
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P.&IU.PHRJ.SS, SSOTIO:& TWO, TELEGR.t.ll lfO . 133 OJ' JANUARY 3:5, 
1939, JROK PARIS 

The French aarket today ie nevertheless quite eenai­

ti•e to the Schacht &!fair, and feels that the proepeot 

for finanoi.al and other aciYenturee 1e increas ed bT tba 

removal of more of hie aaeooiatee froa the Reichlbanll:.. 

9 

French investors are hesitant to tat.e the new 6 percent 

external bonde becauee of this. Todar there ia a preee 

storr troaAII8terdaa that an important part of the tranche 

tat. en for their aarket had to be held bT Ule Dutch bant.ere. 

The Schacht affair furthermo:ee added on to the 

nervousness oyer tba Spanish and Italian aituatione baa 

brought about an increased sale of securities of the 

French Gover1111ent. The Bank of France t hia morning alone 

bought 58,000,000 france of these securities in order 

to try to steady them. This brings the total open 

market account to more than two billion. The Bahk of 

France does not mind taking a fair amount of tbeee eeouri­

tiee, especially the two-year bond1, because the Bank'• 

e~rninge, which have fallen off ainoe the discount rate 

reduction, are helped thereby. It is the belief of •1 

friend• that the GoYerllllent wae unwise in lettinc rentee 

rise so spectacularly, beoau•• even if international ooD­

ditions bad not devel~ed eo unfa•orably ae t bey baYe, 

there would baYI been a oad teohnioal reaction. 

so .. resident official• of the BIS, I understand, 

are 
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are concerned leat the Reiohab&Dk change .ay poaaibly 

burt 1~ortant BIB 1nYeetaenta in Ger.any, with consequent 

repercussions on the BIB. 

today a weak Bourse h reported by market t rader, 

who says the general aituaUon and particularly Scbaou•a 

reiiOY&l, haYe oau.eed big drops in aharea and J'renoh r entaa. 

today the Guaranty had an order to aell a,ooo,ooo florina 

for official J'renoh aooount, but only 1,000 ,000 could be 

d iapoaed ot • 

.EIID OF J«<SBJ.GI. 

WILSO!f. 

U;Lft 
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Secretary of state , 

Washington. 

89, J anuary 23, 5 p . m. 

FOR '1'P.EASURY. 

GRAY 

London 

Dated Januarr 23, 1939 

Rec 1d 5 :05 P • m. 

11 

One . Comment in the financ i al press on Schacht's 

depar ture from t hE REichsbank bEsidES reflecting the 

natural anxiety regarding the two questions which affect 

t he city d irectly, namely the fut urE of standstill agrEE­

ments and thE outlook for payments on thE Young and Dawes 

loans, indicates that thE city had some insight into thE 

position l'th ich has been d eveloping in Ger many leading 

up t o thE announcement of Friday and thE weekend. I t is 

pointed out t hat Hitler was confronted with the alter­

na t i ves (A) a discont inuance in t he rate of increase in 

armament and building activity; ( B) increased taxation ; 

(C) a combination of (A) and (B); (D) i nflation or (E) 

furthe r regimentat i on of production and consumption . That 

Schacht stood out for thE alternatives (A) , (B) or (C) 

and thus brought about his dismissal is generally assumed. 

With regard to the future the comments may be illustrated 

by 
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2- #89, From London, Jan. 23, Sp. m. 

by thE follow ing: 

(1) From an Editorial in thE FINANCIAL NEWS 11prt­

sumably Dr. Schacht 's dismissal will bE followEd by a 

sEriES of radical Economic and financial mEasurEs . ThE 

sanctity of privatE propErty and thE capitalist charactEr 

of tht Gtr:nan Economic systEm will probably bt further 

attac!:Ed by mEans of nEW confiscatory mEasurts" and 

(2) Prom a FIIIAliCIAL T:r:.;ES Edito_rial "Dr. Funk has 

bEEn i ns tructEd to maintain stability of pricEs and tht 

valuE of t hE mark. That this can bE donE consistEntly 

wi th opEning up tht capital marktt to privatt EntErprisE 

and thErEby furthtr stimulating inflation is h i ghly 

probl tmatical. Should Dr, Funk fail or EVEn look like 

failing in this Endtavor thE Nazis art cErtain to grasp 

mort dtsptrattly at Exports through an intEnsification 

of thEir prtsEnt tradt driv£ , 11 

Tho=s Ballogh who wrote tht VEry compEtent article 

on thE national Economy of Gtr111any publishEd in thE 

Stpttmbtr issuE of thE Economy Journal txprtssEs privately 

tht foll0\1ing vitws on thE GErman situation : 

T'uE E;~trtmE dangtr of panic in GErmany which would 

rtsult from indications of infla t ion such as rising pric£11 

art 
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3- #89, From London , Jan.23, 5p . m. 

a rE so obvious that onE can but ExpEct that inflation 

will bE avoidEd at all costs . On this no doubt Hitler o.nd 

Schacht werE agrEEd and thE diffErEncE of opinion must have 

ar i sEn o.s to thE method of avoiding inflation in thE facE 

of thE incrtastd ExpEndi turE of th£ Gcrman GovernmEnt and 

th£ virtual saturation point of. production rcachcd (which 

was tal!tn into account by the Bri tis!-\ Treasury thE Vi£1YS 

of which wcrE SI.UillnarizEd in my No. 81 of January 20, 8 !> • m. ). 

Schacht ' s rEsignation indicatcs that 1ncrEas£d taxation was 

no t accEptEd as a mEans of using th£ markct mechanism t o 

hold down consumption and the mEthods which can but be 

Expected arc further confiscation, a further push into 

Socio.liso by thE virtual taking over of mor t industries 

togcthcr \lith thE EXtEnsion of rationing thE chiEf in­

cidEnce of thE l attEr falling on th£ capit alist . In 

short t ll£ changEs in pErsonnEl at the Rtichsbank point 

definitEly to thE revolutionary charactEr of thE develop­

ments to bE expEcted in thE Gtrrr~n Economy and no doubt 

also to a furthE r Export trade drivE which will tend mor E 

and more to rEsEmblE thE Russian systEm of trading. HE 

also EXpEcts o.n early dEfaul t on both standstill and long-

tErm d Ebts . 
ThE 

• 
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4-#89, Prom London, Jan , 23 , 5p ,m. 

Tht f Eatur E of tht forEiGn txchangt market today was 

thE slump in tht bl ock mark which ftll from 122 to around 

132 to tht pound . 

ThE dollnr which optntd at 4 , 67 was pushtd up by 

f airly h t aTJ d t alinas on tht part of thE British fund to 

67- 9/16 aftEr which tht ratt went to 11/16 without furth£r 

support and l atEr thE Bri tish fund bougnt dollars but on 

boloncE on tht day lo~t a fair ~ount . Gold f ixt d at 

148 shillings 8- 1/2 pEnct givinz a 1 pencE prEmium. Of 

thE 130 bars sold 20 wt rt suppliEd by thE British fund , 

l1ost of thE gold wa:; taktn !'or a r bitragE. ThtrE wos l ittle 

cold dtali~g after tht fixing . Tht franc remainEd fairl y 

stEady optninb slightly undt r 177 and closing around 

177 .10 with thE Bank of ?ranct optrc.ting only to a very 

small extent. 

NPL 

Eh'.S 

JOJWSOlf 

Regraded Unclassified



~r: ~ell~ . 

Operator: :Jr. Jones . 

i'!:Jr: Hello. 

'l : Go ahead. 

l!J.!Jr : Hello, Jesse? 
Jeeee 
Jones : Yeah. 

r.::.rr: Henry talking. 

J : Yeeh. 

January 23 , 1939. 
11:29 a.e . 

r.:~r : Jesse, I have with ee here ~- Frenk Knell , President 
of the Uer York Cotton Exchange, --

J: Yeah. 

":.:.rr: And he was under the misapprehension because I happened 
t'J :)Vm the stock 1n Commod ity Credlt that I ran lt, s ee? 

J: Yeah . 

r:.:!Jr: :1~w, he 1 s - - here ane ••ente to talk about their problems 
and I 'd like very much -- I to l d him tha t you ehered the 
res~onsib111ty v•lth Agriculture ano I ' m sure you would 
be gl an to see hie. 

J : I ' 11 be gl a(! to see h i e . 

~.Jr : Could you give ~lu an s)~Olnt~ent7 

J: 

::.:Jr: 

J : 

:;::Jr: 

J : 

J: 

J : 

Ah -- v:hen would he like to come? now? 

Nov· would be fine. 

Is he there? 

He ' s right s itting acrose the desk. 

All right. Tell him to come right over. 

Frank Knell. 

I'll be gl ad to see hi m. 

K- N- E- L-L. 

I'll be glad to see hl o , Henry. 
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And ~hen if you t hink he ought to see Wallace , will 
you pass h1m on? 

I'll do that t oo. 

But I think that he'll get more out of you. 

I'll be very glad to see h1m, and then I ' ll let you 
know . 

Thank you very much. 

Good bye. 
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I!:.!J' r : !!ello. 

January 23, 1939. 17 
12:10 p .m. 

Operator: Capt ain Colli ns . Go ahead . 

H:!Jr: 
Captain 
Collins : 

C: 

;.;:,:.rr: 

C: 

?L(Jr : 

C: 

'i:.:.Jr : 

c: 
K:!Jr : 

C: 

C: 

Hl:.Jr : 

Hello. 

Yes , sir. 

Collins, I just talked to the Secret ar y of 1'/e.r, and he 
sai d it' s all right to l et Assietant Secretary Johnson 
ADO"' . 

Yes , sir. 

But I think it ' s quite right tha t if you -- about to 
sign -- if t.he French are about t o sign with Hartin, 
to let them know. ~ell , haven 't they -- haven't they 
detailed an ar~ officer t o you? 

Yes , s ir. There ' e a man, but re haven't -- we haven't 
had any meeting , you see, in ~hich he wo uld be intere~ed 
At all. TAere ' s been no open meet i ng ae f ar a s we are 
concerned. There h~ve been negotiat ions on!y bet ween 
the French and the manufacturer . 

But you' ll j ust let the Assis t ant Secre tA-ry of Wllr ' s 
office know in advance of e i gni ng, i s t hll t it? 

Yes , sir. Th.at ' s ••h11t I thought I should do. 

""ell, I thin..t it' s good. 

Yes , sir. 

Then they'll have no coc~laints . 

That's right, sir. 

All right, carry on. 

Thank you very much , s ir. 

All right. 
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Januar y 23, 1939 . 
12:12 p.m. 

:a 

o,er a t or: Go ahean . 

!:lliJr: Hello . 
Allan 
Spr oul: Hello , Ilr. Secretary. 

'ir!Jr : Ho w are you? 

S: Fine. I'm sorry I WhA upstairs at this banker ' s meet­
ing when you called. I got out as soon as I could . 

!:l~r : Don't associate too much with t he bankers. 

S: 

S: 

;:::Jr: 

S: 

S: 

"::Jr: 

s : 

S: 

!:li :.rr : 

S: 

S: 

Oh, t hat's a bs.d business . 

Yeah . Sproul, this t h i ng 
c i llion doll ar l oan, wha t 
ought to put on it? 

{Laughter) 

this U. S. housing hundred­
coupon rat e do YO? think we 

'7ell, "e 've had a sessi on here on it Fri~ay Rnd another 
one t his morning. 

Yeah . 

And our best J udgment ie that a one and a ha lf coupon 
would be the beet. 

J ne and a half? 

-•e t h ink 1t would go a t one and three- eight hs wi th t hat 
s i~e i ssue and f ully guaranteed rithout question. 

'7o:.~ld yo:.~ call ce back a t sharp three-t,.,enty? 

Will you call c e --

Yeah . 

At sharp three-twenty, and we 'll make up our minds? 

All right. 

It -- I t hink ¥tith t he market the way it ie, it l ooks 
l ike one and a half. 

·vell that's the way it l ooks t o me, tha t re want a llttlf 
f a ctor or safety t here, and tha t wou.ld e;ive it t o ue. 
Y7e could sbave it. to one and three-eighths, but I'd 
r ather do one and a balr . 
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Well, will you call me back at sharp three-twenty? 

I'll do that. 

Thank you. 

All r1ght. 

Hello? 

Yeah. 

19 

The legal stuf f and everything else 1s al l r1ght, i sn't 
it? 

Yes , that seems t o be all O.K. 

W1l l y ou check it? 

Yeah. 

Check it w1th t he circulars and everything? 

Yeah. 

?lease. 

All right. 

Thank you. 
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!'.:.IJr: 
Roswell 
:Jag ill: 

Hl!Jr: 

Ll : 

t.W.Jr : 

!.!: 

tn.:Jr : 

U: 

u.::.rr : 

!.I : 

Hl.:Jr: 

:.1 : 

. . . -·· 

:.:: 

!-!!:Jr : 

t:: 

!f.lJr: 

U: 

January 23, 1939. 20 
2:51 p . m. 

General Counsel? 

Yeah. 

And he gave me some . Have you got a pencil? 

Yea, s ir. 

He suggested Dean AI•ant . . 

Arant • . 

Yeah , of Ohio. 

Yeah. 

Do y~u know ~f him? 

Yes . 

He suggested Dean Rutledge of Iowa Law School. 

Yeah. 

And then I think he said Dean Costigan of Colorado . 

l!o , well, I' ll look tha t up. I don't know him. 

'1ell, he said he ' s Senator Cost18an's brother, and 
-- he thinks he's a Dean there. 

Yeah , he - - I don't t h i nk he -- ~ell, I' ll l ook it up . 

~ell, those t hree. He eald he wa s t hinking -- hAd 
thought of Rutledge, for the Supreme Court. 

~ell, l e t ce see , I ' m Jus t looki ng U ) -- I don't. - - I 
don't. see COstigan in our -- in our book here. He must 
be -- he must. be somebody else. He must be out. in 
pr a ctice, or teaching in a night school, or somethi ng. 
well , let.' a see -- Rutledge, yes Rutledge is Dean of the 
Lsw School at Iowa. Ah -- he' s a man of about my age . 

Yes. 

He ' a born 1894, and he' a 1Rusht ar~und in various places. 
He 's been Dean out s t. Iowa since 1935, and he seems to 
have t aught a little b it. of everyth1ne;, and is now 
tea ching corporation law and administra tive law. 

That 's all right. Hello ? 
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I don ' t know-- I don't know Rutledge a t all. I kn~w 
Arant ra1rl3 well. 

Yeah. 

I can tell you about hi m. Do you want to hear about 
him? 

Yeah. 

Arent , I'm Just l ooking him up 1n the book, was born 
in 188 7 

Yes . 

And h is law school education i s a t Yale. 

Yes. 

!!ow, he ' s been Dean of VI' rious lar schools. 
- - but he ' s been a t Ohi o Sta te since 1928 . 
words, he ' s been there over ten years. 

Yeah. 

He was the 
In other 

Arant is a - - i s 11 fel low who ha s always t aken a com­
par a tivel y pr ominent part 1n - - in the Bar Associ a t ion 
work and in the La" School Associ a t ion. I "ould Aue­
pect ths t he is ~ good deal mare an admini strator, and 
that kind o f a fellow than he is a good l awyer . 

Um-hm. 

But, o~ course, since be hae been 1n teaching all t hi s 
time he muet be a r easonably good lawyer . ~e evi dent ly 
pr acticed r or •f our ~r five years before he got into 
te&ching. 

"Tell , the poi nt is, nobody knOI'IS r.ile .. or k dovm here 
more intimately than you do. 

Yeah. 

And could you discreetly make a few inquir i es? 

I certainl y could, There ' s another man t hat you might 
have on y~ur mind that I t hought of af t er I wrote you. 

Yeah. 

And - - and t ha t is Nollenberg, who 1s now the Librari an 
of Yale University. 
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~ell, do you suppose he'd take it? 

I doubt if he would. He was very much interested in it. 
The r eas.on I mention •.m is he was very much interested 
in coming down in some capacity before he agreed to go 
to Ye.l e . 

Oh , I didn ' t know that. 

Now, of course , he has Jus t gone up to Yal e. He's only 
been up ther e a feYt months, and he might not want to 
ask them tor l eave to go, and it might be diff icult tor 
h im if you-- Charlie Clark leaving , and Thurman Arnold, 
and -- and Douglas , a nd so on. 

Do you know him a t all well? 

tlol l enber g? 

Yeah. 

I know Hollenberg ve~y well . 

Do you know him well enough to call him up and sound 
him out? 

sure. 

'.7111 you do that? 

Gl ad to. 

Wha t ? 

Yes , I ' ll be glad to. 

Sup9Qse you call him up for me and ask hi m. 

I ' d be very glad to. Would you like to see him? 

Oh, if he 's at all inter ested, yes . 

Yeah . 

I'd like to see him enormously, because he's been men­
tioned by a number ot people. 

Wel l , he would b e a -- he would be a first-rate man. 

I hee.r -- trom all account I'd be crazy to get him. 

Yeah, he'd be a first-rate man. 

Supposing you call hi m up for me. Can you do tbat1 
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I'd be very happy to. I'll call him ~his eftern~~n. 

And then, if he turns you down fla t you m~gbt as~ htm 
about Arant and -- a nd Rutledge. 

Well, now, what do you -- what do you want to know about 
them particularly? They're-- I wonder what kind or 
reports, their legal ability or their administrative 
capacity? 

Everyt!ling. 

Everyt hing? 

Well, just a s though you were - - you know w~t I need. 

Yeah. rell , ! will - - I' l l tell you wha t I' l l do. 
I'll go into it and f1nd out ab,ut it and I ' l l-- wha t 
I ' ll do is give you t he klnd of lnforcation I' d ant 
myself if I had t o maKe the appointment. 

Yeah, but in the meantime you will do also something 
about '!ollenber g 

I ' ll call him up . 

That 's swell. 

!low, hoo; ebou t i!agruder? 

:.:agruder? 

"'ello? 

\'/ha t ab:>ut ::agruder? 

I say how Pbout him? I s he :>ut of the queetlon~ 

I don 't know who he 1s. 

\'/ell, I wr ote you about hi m, you know. 

Oh, he " ae -- he ' s ht>re in Wa shington, isn' t he? 

Yeah. He's over there wlth Andrews in that Wagee and 
Hour e business. 

~ell, lt Just didn 't sound so good. I don't know why. 

::e•s -- J&gruder would be a very useful man. I don't 
know , maybe soce or thes e other people are better, but 
I would -- I -- I think :.:agruder would be a very good 
ma.n. 

• 
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Well, we can think about it. 

What ' s that? 

I ca.n thl.nk about it. 

Yeah, I would. 

But nobody around town hae mentioned him. 

They haven't, eh? 

No . 

~ell, they may not have thought about him. 

Well, that's most likely the ane~er. 

r-ell --

You don't mind my a ek1ng you these things? 

24 

No t at all , Henry. I 'm-- I'm very --very happy to 
do anything I can . 

Well, i t will be very hel pful . 

I 'll be down there on Thursday. 

Good. 

I'm coming down Thursday of thie week on another matter. 

~ell, why don't you--

~ow are you fixed in the afternoon? 

Well, why don't you come early enough to have lunch with 
me? 

Well, I'd be v ery happy to. I ' d be very glad to. 

Thursday -- tha t' e the twenty- sixth? 

That's the-- thnt'e right. 

Well, you'll have lunch with me. 

I ' d be delighted. 

0. K. 
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R1ghto , but - -

25 

You -- I expect you want me to get 1n touch with you 
before then about these things. 

Yes, call me up collect . 

Yeah, all right. I ' ll do that. 

Thank you. 

Thank you. 
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Hll.J'r: 

Oper a tor: 

:t:Jr: 

') : 

Hl.!Jr: 
J8Jiles 
Farley: 

!-!! !Jr : 

F: 

;c;Jr: 

F: 

?!l:Jr: 

F: 

;a.Tr: 

F: 

HI!.Jr: 

F: 

:Z.!~Jr : 

F: 

Hll.J'r : 

Hello. 

I have the Postmaster 

Oh, t hat' s all right. 

Go ahead. 

Hello. 

Hello, l.lr. Ickes. 

(Laughter} Ur. Ickes , 

How are you? 

January 23 , 1939. 
3:22p.m. 

General. 

eh? 

I'm all r ight. Ic~ee and I have to be friendly t hese 
days, 

Really? 

sure, t her e are lots worse in Uaehington t han he. 

Very good. Time 18 -- tione -- time does make changes, 
doesn 't it , HenPy. 

It doesn't wHh me or Ickes, I don't knOYI vthich . Uaybe 
it ' s hie marriage . 

').K . 

Ah -- eay, I noticed you're pret ty friendly with him 
yourself. 

17ell, as a matter or f a ct, since I delivered that 
Patrick Henry two or three years ago he's been r ather 
kind to me . 

He ' s been k ind to me . 

As a matter or fact, to be honest with him , I've-­
I 've gotten along 9retty well with him, Henry , s ince 
I told h i m what I thought as t o the manner in which he 
acted. Since that tic e on, f rankly , I don ' t have very 
much to do with him or don' t see him very frequently , 
but he tries to be helpful if I pass anYthing over there 
that needs at tention , and he ' s --he's ell right. 

Jim, this i s what I ' m calling you about. '"e bad a 
meeting on Sat urday, GuY Helvering and I, wi th the 
President, see, and I thought you would l i ke to know 
t.he r esults. 
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Yes. 

On Florida, he's gotng to leave it alone. 

That 's fine. 

See? 

That.' a all right. 

I thought you would like t o know that. 

27 

That's fine. I -- I have no interest except that. I 
t hink it would be a mis t ake. 

Well, he's going to leave it alone . Then he came to 
this fellow , this French Canadian up in U&eeaohueet.te. 

Yes . 

What's hie name? 

Gougan. 

Gougan7 

Yeah. 

l\'1ell", I said , •Ur. President, I can't take hi m. I 
can't take the fellow who two years running d idn't pay 
an i ncome tax. • So he said , "All right . • ?.e said , 
1 Have you got ~· objection of hio getting a job some­
where else?• I sai d , •Not. a b it . • So he said , "How 
about. U.S. uarshal 11 I said , • It's all right with me.• 
See? 

Yes. 

But. he told me t o do it. Hell , I 've got no way of doing 
it, see? 

Told you to do what? 

s ee it we could get t his f ellow the job tor U.S. uarehal 
up in Jaesachusette. 

IVell, it's up to him t.o tell the Attorney General then. 

Well, he told me to do something about it. 

Well, ther e's no reason why he should put that on your 
doorstep. ' 

Regraded Unclassified



Hl!Jr : 

F: 

F: 

HI:Jr: 

F: 

~:.:Jr : 

F' : 

Ht:Jr: 

F: 

":.:Jr: 

F: 

H=--:Jr : 

F: 

H~r: 

F: 

"::Jr: 

F: 

!'.l.!Jr : 

F: 

H:.lJr : 

28 
- 3 -

No . VI ell , now what I wanted to a sk you was ,-- !n t he 
first place , is t her e a vacancy up there? 

uo , t here's a fello" 
pre-conventi on day . 
he 's th~t President. 

?'e 's that what ? 

in there who was very good in the 
He ' s -- the tunny thing ab~ut i t, 

The tunny thing i s he was -- he was very active in the 
pre-convention fight --

Yeah. 

And a t the pr esent time he ' s the !taseachusetts Chairman, 
or a t least the Boston Cha irman of the President ' s 
Birth~ay Ball. 

(Laughter) Oh, gosh, g~eh. 

I mean, t het 's very tunny, but t hat's the story. 

t•rell, I think the simplest thing is to call up Frank 
: rurpby and a t leas t ge t tha t off my chest, and say the 
President sa i d I shoul d cal l h im , and that ' s th~ t. 

Yes~, I tel l you . You do that, and t.ell Burphy if you 
went to t.ha t I ' d be glad to talk wi th hi m about it and 
g ive him all t he background . 

All right. 

In ot her wores , Henry, let ce ?Ut it t o you very frankly . 

That ' s what !·want. 

Under no circuostances will you appo int Gougan, is 
that it? 

Under no cir cumetencee. 

I ' m not asking you t o . I ' m merely asking a queetion. 

You a sked me a question and I'm ans.,ering -- giving you 
a d i r ect answer . 

Under no c i rcumstances will you appoi nt him? 

Uo. 

I see. 

I can 't, Jim. 
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Well , I ' m not - - I' m not goins to 
i t. · I unders tand your pos i t ion. 
t hor oughly . I wa s J us t try i ng t o 

29 

argue with you about 
I under stand it 
get your r eal , hones t - -

You want ed -- you want ed t o know how t ough I wa s go i ng 
t.o be ab:)ut. it.? 

Yeah , I wanted t o -- I wanted to know if you bad J ust. 
c l oeed t he door , t.hst. ' a a ll. 

Wel l , I closed the door when I was over t her e with t he 
Pr esi dent . The President sai d , "All r i ght" . 

well, Just be t..,een you and ce a nd the l amppos t. -­

Yeah? 

See? 

Yeah . 

Gray - ..I •m goi ne; do"'n on t he Congressional. Gr ay 
t elephoned me a nd i ndi cated that Uac had t a l ked with 
h i m, and said a ll t hat was necessary was t or me t.o say 
a .,ord and 1t would be all :fixed . I t h ink t hi s U all 
ver y funny. 

l'lho t old you t hi s ? 

Gr ay t old me t hat Usc sai d ao . 

Gr ay? Oh , your eecretary . 

Yeah . You f or e;et. it . You f or get that. till I find ~ut 
mor e about it. f r om Gr ay , s ee? 

We l l , was t h i s befor e Saturday ? 

Thi s mor ni ng. 

I t was all right f or t hi s? 

~ell - - no i t wasn' t all r ight.. All t ha t wae necessary 
f or me t o get -·- t ake i t up with you. 

Yeah. 

(Laughter ) I t hink i t 1& ver y funny ~vaelf. 

l'lell, you knov1 me af t er ho" many years? 

Yeah, I know . But., I know - - it' s very funny. Ho wever, 
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you torget tha t part of 1t, Henry . Don' t you bot her 
checki ng on 1t. You j us t forge t tha t enti~ely . 

•7ell , all ! ' m soil\8 to do 1e I'o going to ca l l up 
Frank Uurphy , tell. htm the f act s, and t hen it' e on h18 
doore t e? and ~~en I ' m gotng to forget about it. 

Yeah . Except th&t if you don 't olnd , sugges t to him -­
suggest t o Uurphy --

'.Then he tal ks to 
•.Yben he talks t o you, because I have all 1.he backgr ound 
~n i1. , end I can tell him, see? 

That ' s rhY I ' c ca l l i ng . 
I have n~ objection, frankly, if they want ed to succeed 
:;ur;>ily, but they ehouldn 't ~o 1t t he day after, rh1le 
the f el low 18 worki ng on a Birthday 3all. (Laught er) 
'"'hat are you g~lnS t!l do , let the pr eEent. -- present 
fellow r emP1n 1n t her e l 

no -- no , we are open t o suggestions . 

You are open t o euggest1ons if they g1ve you e right 

fellow . 

That's r1ght. 

J. K. 

I -- I never have a cAndi da te. 

1 .K. Ta~t ' s fa1r enough. 

Is t hat f a ir en~ugh? 

raa t ' s f a i r enough . You're all r 1ght on that. 

Hell , out of f lve hundred thousand French canadians 
there must be one who has pal d hls t ax . 

well, t here ' s no arguc ent wtth me on tha t. 

All right. 
'J t course , I told you 1t was the cus toc 1n uaeeachusett.e 
t~ ;>ass 1t up t or a year. The family cuetom up ther e . 

All right. 
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See you later. Well, t hanks , Henry. 

Good bye. 

Good bye . 

, 
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Opera\ort 

Kl&lr: 

Ot 
A.lla.n 
sprou: 

Hl&Jr: 

Hello, 

R!JJ'rt 

81 

HlLTr: 

1!1& 

HWr : 

Ill 

IIUJ'rt 

8& 

HWrt 

1!11 

Hlllrt 

8 1 

llr. 

Hello . 

l.&r. Sprou. 

Rip\ . 

Go ahead . 

Hello. 

Hello. 

Seoret.ar)' . 

J'anWU7 23, 1930 . 
3128 ., •• • 

: 2 

'¥ell, what happened \ o Ule GoYei'DIIen\ Bond -.rite\ todq? 

Well , it -- ae .rou know, wae quite wealt th1e morning, 
but oaup\ iteelt along about the middle of \he dq and 
1e a little aboYe the lowut todq now . The aarltot eqe 
\hey are oonoerned about develop~~ente 1n Ule European 
situation, and aleo that the -.rltet wae a l ittle topy . 
It had a-- quite a rlae &n¥Wq . 

Well -- well, what do .rou r eoommend •• ehould ;;riot 1\? 

On \ hle new iesue? 

Yeah. 

Well, we'•• had a ohanoe to eound out the -.rite\ now 
e1noe .rour announoeaent \hll momlng, and the .. rite\ 
\h1nlta tha\ one and a quarter would eell 1\. l.b' re­
ooameuda\1on -- our reooamenda\lon, howeYer, would be 
t o S1YI .roureel t a little factor ot eatet.r, t o aalte 1\ 
one and \hrae-elShUl• . 

Oh. The .. rke\ eqa one and a quarter? 

The -.rite\ ·~· one and a -- moat ot the aarltl\ •a.r• 
one and a q~~~tr\er would do 1t. Some eq Ule.r' d YOte 
tor one and \hre•-eip\ha. 
c ,, 
.... one and \hrle-el&)lthe you'd feel oomror\able? 

One and \hree-elS)l\he -- w1Ul one and Ulrle-elS)l\ke, 
we would feel ooatol'\able . 

You -- .rou'll underwr1\e 1\t 

Yeah. I'd underwrite 1t a\ -- alaoa\ a\ one and aa 
e16h\h aa tar ae Juat aelllDC out one hQDdred atll toa 
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ll OODOel'la .. , lt \ll .... woa1\ 10118\hl .. olio La \lle 

plo\ve \llaa \llo\, 

n&\ olio lo t.!lU'ef 

well, I -..a \ale -- uopq u. - \lao wbolo Oo•w sun 

loolll'l~ al'lto\ La ••• eon of pi'Opll' nlo\loDIIIJ.p, 

ODO 11- wl\al \llo 0\llll', 

An 10• 10Lac \o ~ .... of \laooo tor , • .,. pontoUof 

Well, I woulda'\ a1114. I \lalak we'll so\- "'11 1'1-

plooo \lao eo ~11~• t.allo ... It, aac1 au\ probal»}3. 

lfoll, I !Ia yea'\ ha4 a ollaaoe \0 aM -.t7 orowd. Lo\ ao 

aolt \Iaiii l!lal'lto arOWid hol'l. Jua\ wal\ a at.au\1, wlll 

You? 

Yeah. 

ADd we' ll eo\\l o 1\ rl&b\ aow. 

Yeah. 

( Pauao) 

~ -- dld ..,~47 ot \ale doaloro \alk ·~•• oao OD4 

t.all'lo-otP\U? 

llo, t.alo7 all ••14 \laa\ oao OD4 ODI ult woul4 M a alt'• 
\oo -oh. 
Well. - Well, \laOD \hq oould M 0111 ud \hl'oo-otP\hl . 

3111\ a ooooll4. 
(hall) 

3u\ kolA 1oM wll'l, plauo. 

Yo all. 

Bello. 

Bello. 

(Pauao) 

n&\ h \llo o\roo\ -- 11otr &oe• \U ovoo\ aooom\ tor 

\u ttL& lll'lok La \lle ll&fto\ ~7 

Well, \Mfr M7 \llo\ ...... ••'' a ..,_, deal do'-• 

ttu \lla\ \laore •• - eolU. -. .... \llo tao\ Ula\ 

\laore ~lao Moa 411&1\0 a rho ellA - people -\ell \o 

\Me a UUlo pnfl\ a&l \Ill r.- Ula\ \1107 ._,, UU 

\llo _, \Ill t:wop- ll\•\ua 11 eDla&· 
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Bllo1r: 

Rl&Jr: 

sa 
Hllo1r: 

s: 
HI&Jr: 

lSI 

Hllo11': 

IS: 

HMlr: 

IS: 

A\ ona aa4 \bl'ea-ai&b\ha -- how 8&07 \hlr\3-aaoonda 

are \hare 1D a ~lD, a oold'ol"t.abla .. ra1nt 

Wall , \hera• • -- wa \h1:nk a eat a .. ra1n \hare ot \hl'ae­
qii&J'\era ot a polD\. 

ftl'ae-qllllnara t 

Yeah. And 1\ mlgh\ be a po1nt. 1.o a l)Oln\ &nc:. a \hlrd 

at\er a l 1t.t.le wh1le . 

I \h1nk \bat.'• enoQ!h. 

I do \oo . 

I \h1nk t.hat.'a enousb. 

The .. rtet. 11 raallJ pra\t.7 anxlo~a tor 1e•~•• ot \hla 

oharao\er, I \h 1:nk, and I \h1:nk t.hat.' a anoQ!h w &lYe 

\hea on 1\ . 

Wal l, art.ar 1\ oue o~t. and \ha7 knew what. lt. waa, aJU' 

or1t.1o1aa1 ot &117 k1Dd l 

5o, I haYen't. heard &Q7 orl\1ol .. a ot 1\. 

An4, d1d t.ha7 -- 414 \ha7 talrlJ hug ae tor 1\t 

I \h1:nk eo. I \h1:nk \hare la no qu .. t.lon abou\ \ha\. 

I\ wlll all &o ln t.he banta , won ' t. 1t.7 

YeC. 

I aay t.he banke -- 1t. wlll be exolua1Yel1 banta, won't. 

l t.l 

I t.hlnk \he baNta wlll be \he on .. who wlll take U, 

Jel . 

Wall, I \h1:nk 1t. -- w1t.h \hat. INOh .. J'&ln, wbT, I t.h1:nk 

t.he woret. that. oould happen wo~ld ba 1t. could go down 

t.o a lum41'a4 and a halt. 

I \h1nk t.hat. • e enoagh •ralD t.o pn \hea 1n t.he -- 111 

t.he1r preaen\ e\&t.e ot al~ abo•\ 1\. 

!he7 ea, ona an4 a halt wo~l4 ba a &lt\t 

Yeah. 
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1 UllM u•• \00 n•. 0.1., n•u ••' ~- "' .. 
aa4 Uli'M-aiPUle. 

All J'IP\, 1 111 ae\ a \el..,._ • ~\ la\_., . ...... 
!bank JOU. 

tllaDk JOU Yel7 noll. Good DlP\, 
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H:.:Jr: Hello. 
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4:34 p.m. 
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Operator: Dr. llagill. Go ahead. 

H!!Jr: 
Roswell 
:!t<gill: 

H:.:Jr: 

:.! : 

H:!Jr: 

H:lJr: 

:! : 

!-l:!Jr: 

: ~ : 

:'l:Jr: 

h'"!~Jr: 

:.1 : 

Hl:Jr: 

... -. 

Hello . 

Henry , I 've managed to get some act i on on both of these 
things you spoke about. 

Good. 

Ah -- I called up Nollenberg and talked to him a little, 
and he seemed t o be very much interest ed in the ooe-
e ibiUty. · 

~h . really. 

~e said he didn't know at a ll ~hether he could get away 
or not and that the President ot Yale, tr. Seymore, 
is out of town just now and won't be back for a couple 
of days. 

~es . 

But he said he would 11ke to talk to him about it. 

Fine . 

And I said "11ell, n:>w, understand, you are not be1.ng 
:>f'fered the job. I just "ant to kn:>w -- I merely -­
I would like to recommend you and so on, and I don't 
want to do it if you are completely unavailable .• 

Yeah . 

And he said he understood that. so I don't think I 

Well, that ' s all rlgAt. 

I obligated you at all. He -- he thought i t -- he 
thought it was not very likely tha t he could work it 
out, but of course it may be. Now, as to the other 
man you named , I -- I think it ' s fairly likely that 
Costigan i s dead. 

Yeah . 

There wae a brother of Senator Costigan who was in law 
teaching and who was a fine man, but he died two or 
three years ago. 

I see . 

1 
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And I don't. know anybody else. Now aa t.o t.he ot.her two, 

I 1 o very sure t hat the better o r the two woul.d be Arant. 

I see. 

Arant, I think w!>l1ld be a good ap;>o1ntment. 

Yeah. 

Arant -- he's a man -- I -- who has had a good deal or 

executive experience. I rlnd troo talking ar~und acong 

QY col leagues here t hat he is well regarded as a lawyer. 

Tha t is, he 's got a good head on hla, and I've -- I 

recall now tha t I've -- that he was anxious to get to 

be a Judge, I know, at one tine -- a Federal Judge. 

Yes. 

So, ! kno~ he wro te ce a b!)ut it.. So I suspect be would 

be interested in - - 1n getting thie Job as klnd or a 

steppi ng st.one t o higher things. But at any rate be 

coces ~ell recoamended. He's -- he baa been Dean ot a 

couple or law echools in the West - - in Kenaaa and Ohio 

State -- ~ everyone t.hat I've -- tha t I know or thinks 

~ell or h1a ab111ty as a la~yer. 

Good. 

They say he is a good level-b eaded fellow. 

Flne. 

They say that he would not be llltely t.o have s e CIB.I\Y 

orig1nsl ideas a s Her man, but then you're not. golng to 

t1nd aany who would have . 

No. 

And I t.hlnk he • d be a good solid man and probably 

wouldn't get you into t.rouble. 

Good. ~lch would you preter, between Noll enberg and 

Arant? 

Well I t.h1nk I would prefer Nollenberg. llollenberg 11 

1e a -- 1s a cleverer can, I would aay. 

Right. 

Nollenberg 1e a very able lawyer . 

Pine. 
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And he , of course , has had a lot of tax experience. 
?e • s extreoely good 1n tha t f1eld, and I would -- I 
would th1nk ~e'd be f1ret-rate . 

Fine. 

l~ow, Rutledge, they say, 1e -- 1s n,g. 

I s what? 

They -- Rutledge , I t1nd, 1s not well thought of at all. 
He r.as the can from Iowa you spoke on . 

veah, t hat ' s right. 

They say tha t he ' s qu1te fu~~y-m1nded . 

'7ell, r.e don 1 t want b1m. 

The - - the man I talked to said he wes a fine f ellow t o 
go ~n a picni c with . 

I see . 

And he was a very n1oe fellow, is agreeable, and all 
t ha t, but he would a lmost certainly get lost i n a job 
of the si~e of yours . 

I see . Well , I ' ll'. ever so much obliged. 

You are very welcooe. llow , I said t o Nollenberg that I 
d i dn't know whe t was eventuat ing, but I suppose that as 
long a s h1s ?resident 1s away he ' d have to walt to talk 
to hio. ~e couldn ' t very well wr1te h1m, and so you 
wouldn ' t hear froo h1m for two or three days. 

That 's a l l right . 

But he will g1ve me a ring. 

Fine. We ll, now, I -- don ' t you want to make 1t a litt~ 
b1t mor e positive than that? 

Ah -- well, just -- I didn't know how far I oould go • 

\Vell, I th1nk you can go pretty far . 

Yeah . Well, all r1gbt, I 'll do that 

I mean, I'd 11ke to go f ar enough, and why not tell him 
the facts-- that I called you up, and 1f be's a t all 
interested after be 's seen the ?resi dent, h1s President, 
I 'd like him t o come dorn and see me and tal.k 1t over. 
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~ell , I'll be very glad ~o ~ell htc ~hat . 

"'9 ,} 

I -- ! ~htnk --
I -- I didn't wan~ ~o - - I didn't wan~ to s~ick my neck 

out on it. 
No , no . You -- you can say tha t you t a l ked to me and I 
-- what I ' ve beard abou~ him, I ' m keenly interested, and 
as s~ :m h e be ha s talked ~o President Seymore, would he 
come down and see me. 

All right . 

see? 
~e -- E~ -- ~het he actually -- ~be~ he said t~me was 
tha t he r eally liked hte w~rk ~here at Yale vety c~ch, 
and he w•uld -- ~ha~ if -- P S I gathered, if -- his f irst 
rea ction was th&t tf he c?uld go back to Yale s!ter hav­
ing served with you, "by he ••?uld like to serve •1th you. 

Yeah, wha t he ought to ge t is a tv•o- yeare I lefW" or 

absence. 

That ' s what he would l i ke to do • 
knO<I , stnce he he.d come eo e?on, 
be r.illtr~ to do tha t or not. 

Ho"• he sai d he didn 't 
whether Seymore would 

well , I wish you would tell htm tha t I'm keenly in­
terested in having him. 

Yeah. ~ell, I'll -- : •11 -- i! you think it's worth 
doing , I'll cell him back asain right n?•. 

Yes, I wish you· would. 

And tell h t m tha t I've talked to you further about it, 
and you are very much interested, snd a!ter he talkR to 
the President you would like to talk to him yourself. 

I ' d like to have h1c come down just ss soon as he could. 

Yes . 
AnC. have him-- tf he t~ould -- the minute he 18 reedy, 
will he send me a telegram. 

All right, I'll do -- I'll tell h i m to do that . 

But I'm keenly intereeted. 

Yeeh. All right. r.ow are you reeling, Henryt 
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I reel pretty well. 

Well, don't break your neck. 

I won't. 

They --

I won ' t. 

40 

I -- I -- I'm sorry to have th1s th1ng 1nterrupt your 
va ca t1on, and I hope that you're not just working your-
eel! out . 

Well, pret t y t ough, but I'm all right . 

Well, the best t o you. 

Good night . 

Good bye. 
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January 23, 1939 . 
4: 34 p. m. 

r.::Jr: Hello . 

?perat~r: The At ton1ey Gener al ha s gone tor the day. 

H:tJr : 

:> : 

"::Jr: 

"'~ : 

'{; :.rr: 

:> : 

All right . Wha t about the others? 

I'o trying t~ get Dr. L!ag1ll. 
tor 

Leave VIOrd I called;the Attorney General. 

!w1ll. 

All right. 
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HUJr: Hello. 

Operator: Frank Walker. 

RUJr: Hello. 
Frank 
Walker: Hello. 

l!JJJ'r: Hello, Frank. 

W: Hello, Henry. 

January 23, 1G:S9. 
4:40 p . m. 

42 

HUJr: I sat around here all day wa1t1ng tor you and wa1t1ng 
tor you, and no Frank Walker. 

W: When? 

Hl!Jr: Tb.e d.ay you were 1n town. 

W: Well, I'm -- I tell you I got tied up w1th the boas 
and he gave me something that I couldn' t --

H!.tJr : I know, I we.e Just kidding. 

VI: Get av1ay t111 I --

Hl!Jr: 

W: 

IIUJr: 

W: 

Hl!Jr: 

If: 

HJ.t.Tr: 

W: 

HUJr: 

w: 

I know. I wee just k1dd1ng you. 

You know when he thrOws something at you, 1t does you 

I know. Ae a matter of taot I wee talking to b1JD on 
the phone, and I heard h1m eay, •Tell -- tell the~ to 
br1ng Frank Walker 1n.• 

Yeah . Henry. 

Yeeh. 
You are tam111ar w1th that Aroh1vee Job I'm do 1ng tor 
h11D 

The Roosevelt Depoeitory. 

Yeah --Roosevelt Library. 

R1gh1.. 

Now, what about John Hanee. They tell me he'• very 
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well-~o-do . I'm getting eome underwriters. It would 
be all right ~o aek him, wouldn'~ it? 

sure. 

Huh? 

sure. 

Would he be receptive? 

He might . 

I didn't want to call hi m until talking with you tiret. 

I apprecia~e i~. That's all right. 

Ah -- I ~alked with your Dad t his morni ng, and then 
I ~anted to have a talk with you. 

Well, I appreciate ~he cour~eey. 

The tirst chance I get. 

17ell --

Henry. 

Yeah? 

On t hat assistan~ you were ~alking about. Have you s 
got that in mind? 

Yes, I have. 

Say I •"ve got a fellow, it you could get him, who is a 
t op-notcber. 

Yeah. 

He was a Republican, but be's been Roosevelt, largelY, 
I think, on account ot -- I've been closelY associated 
with him and I ' ve-- at tirst he was - - he wasn ' t so 
strong, he thought we were ott on the wrong trail, but 
he's become since thirty- three as strong a Roosevelt 
man as we c8n get. 

Grand. 

He'81n the firs t mortgage business in Chicago --

Yeah. 
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He wae in the discount bueineee before that. He i e a 
graduate o! the Universi ty o! Notre Dame, and t he 
Univer sity o! Harvard . 

Yeah. 

And a very high-type fellow. 

Yeah . What ' s-- what's h ie name? 

Kana ley. K-A-H-A-L-E-Y. 

K-A-N-

A- L-E- Y. 

Kana l ey. 

Yeah, John B. 

J ohn B. 
I don ' t know tha t he would be inter e sted at all. 

Vfua t'& hie l ine now? 

He 'e in the !iret mortgage bueineee 1n Chicago. 

I eee. 
He ' s quite a well- to- do fellow, but he ' s not immenselY 
wealthy, but h e r at es -- he rates very well w1t b -- I 
tb1nk he 'd rate very well wlth anybody in Chicago and 
Illl.noiB. 

Do you want t o sort or eound him out? 

Sound him? 

Do you want to sor t o! eound him out? 

Yes, l.t would be one or t boee things I ' d -- 1! you would 
want ce to I ' d sound hl.c out and then --

Good. 

!.lake l.t very general, don 't you t h ink? 

Tba t ' e the idea. Don't commit anybody and tben 1! he 
we e int erested, maybe you could bring him down tbe next 
time you came down. 

Yee , I could do eometbing or that. kl.nd I e;uen. Well, 
I ' d make 1t very caeual, you eee? 

Regraded Unclassified



H!JJr : 

If: 

Hl:Jr : 

W: 

H!.!Jr: 

W: 

H::Jr: 

W: 

r.:1Jr: 

W: 

r;Ir.rr: 

t't : 

'II' : 

W: 

lf::Jr: 

VI : 

H!Wr: 

W: 

- 4-

Yeah. But - -

Since you are going t o have a talk w1th him then 
aeyway --

K-A-N-A-L-Y- . 

L-E- Y. 

L-E- Y. K-A-N-

45 

He is a very thorough fellow and, in my opinion, has a 
tine mind , and I'd sell him a hundred percent 80 tar as 
l oyalty or trustworthiness i 8 concerned. 

~ell, it you would call h im up and give him a sort of a 
general talk and sound him out, I'd appreciate it 
enormously. 

Yes , I'll do that, and then-- you're not in any hurry 
about it anyway, were you? 

Well, I ' m -- I mean , I ' m looking awfully hard tor sol~­
body . I haven't got anybody now in mind, so--

Then , say in about a week or ten days from now? 

I 'd rather if you oould do it quicker than that, 

Uaybe I could do t hat. ~ell, I 'll let you know, Henry. 

Yea, i f you could do it quicker than that, I ' d appre­
cia te it. 

Your Dad was here when I called you today. 

Fine. I'm sorry. 

He "ent back t o -- went home to lunch. 

O. K. 

All right, Henry. 

So long. 

So l ong. 
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No. 

COPY OF INCOMING CABLEGRAM 

Laurent, !Iaino 

CDE 

so 

.raoua,.,. 21, 19159. 

llercbandl.se waiting ll.aipbong Indochina 50,000 tons STOP krebouee 

disposable closed area 15,000 square meter opened area nnll•lt ed STOP 

transport l!RIIIO B:r rellroad Yunnan 10,000 tona per aontb 

SECU!fDO B:r road !fannin& Tebungld.ng b;r loaded motor 

trueka it authorized unlimited 

STOP Cable as aoob aa poaaible date of arrival and total sbipunt STOP 

Ind.i apensable a pproach French Governaent in view of auppreeeing present 

adainistretiTe ditfieultiee and liaiting prohibition war •teriala to arae 

auunition exploeiTea onJ.:r STOP PreaentlJ' faeto17 equi~t 1a eoneidered 

prohibited. 

Laurent. 
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GROUP IIEETING January 23, 1939. 
9 : 30 A. )J, 

Present : 

H.U.Jr: 

Gibbons : 

H.M.Jr: 

Gibbons: 

!! •• l . Jr: 

Gibbons : 

H. l.t.Jr : 

Gaston: 

Gaston 
lo{r . Haas 
J4r , Hanes 
IJr . Duffield 
J.lr . Gibbons 
!.lr. Fol ey 
IJr . White 
J.lr . Lochhead 
J.lr , Bell 
Jlr , YcReynolds 
!tiss Chauncey 

Steve now volunt eers to be here all Saturdays 
from now until the first of January .• 

I' 11 be here from now until the first of July. 

Steve, I had Lieutenant McKay over here to give 
me a report on why Coast Guard didn ' t ge t to the 
rescue of that English flying boat , and the pre­
liminary report is not at all satisfactory. 

Which boat? 

The English flying boat. And I am telling Waesche 
to be here at nine o'clock tomorrow morni:ng. It 1s 
not at all satisfactory. Waesche is to be here. 
There is a delay or an hour and a half. 

Can' t blame it on the Navy any longer. 

It hurts our position, and ever yt hing else, and 
I amin no position to go and say to the President, 
"Give me fifteen more flying boats; l ook how 
smart we ·are." They actually, compl etely, went 
around that section, but due to an hour and a half 
delay in getting off - if they had been earlier 
they ought to have been there at five o •cloek; 
there is no reasoning I ean understand why Coast 
Guard shouldn't have been tiB'II by five . 

It was Just shear luck that tanker found them -
Just luck. 
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a .u .Jr: But Coast Guard bas to do some explaining to me. 
He sent Chalker and some other people up last 
night. 

Gibbons: Yeah. 

n. r.<.Jr: Mac, what ' s new? 

YcReynoldSI I had •• • •• 

Gibbons: I•ve got something that Mac is ramiliar with - nn 
appointment of Guy Helvering1 s is coming over here 
to see you today, and he hasn't been investigated . 
I i .nitialed it, and when Frank Rose told me he 
hadn ' t been investigated, I scratched it out. 

R.!!.Jr: Ask Guy. 

McReynolds: Yeah. I told Frank when he brought me this Satur~ 
day morning, as far as I was concerned, unless it 
cleared from you •• •.•• 

Gibbons: If I may interrupt, there is another fellow nnmed 
Schwartz, under Wagner •••. Has Mac t alked to you 
about him? 

R.M.Jr: No, but Senator Wagner hasn 1 t ; I haven't 
got any yet, so I am going to stall a little. 

Gibbons : He sent me a wire down to Florida. 

R.U.Jr: We don ' t know what the banking bill looks like 
yet . This is too good a Job to give up easily. 

McReynolds: There is no hurry about the appointment . 

R.U.J r : No, no . We want to take a look at the banking 
bill . I told him, after all, if Marriner Eccles 
gave Wagner a dinner, this ought to be worth at 
least a couple dinners . We •ve got to be practical 
around - all this altruism. I tried to get Mr . 
Eccles Saturday to tell him personally you flare go­
ing to sell a hundred million dollars of u. s. 
Housing bonds and three hundred million of R. F. c. 
Does he knofl it? 

Haas: Goldenweiser kncn;Sit; I told him after I went out 
of the meeting that day . 
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And you told him to tell Eccles? 

Yes sir. 

When are you ' coming in to talk rates with me? 

I'll come in any. time you say . 

I'd l ike to do it at eleven thirty. 

I have an a ppointment at eleven, but I think 
I ' ll be through. 

Eleven thirty. 

You want to finish at t~t t ime or you want to 
wait until the market closes? 

Yes, I think so . You want to sit in on i t , 
El even t hirty. 

Yes . 

I thought you might want to take a look at the 
cash income and outgo. 

Let your men do some r efiguring , will you? 
Have your fellows figured this thing? 

Yes . 

Supposing you come in at eleven thirty. 

Uh huh. 

That wi ll be just on u. S. Housing; we'll settle 
that. 

What's this? 

That is the actual cash outgo for the six monthS' 
period ended December J l , to take the place of 
the bubble chart. 

I see. 

lie changed 1t from receipts and expenditures to 
cash income and cash outgo, and at the botto• we 
will put "Excess cash outgo, payable from proce~ 
or sale of Government securities and guaranteed 
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obligations, or deposits by Governmental organi~a­
tions," and I see that statement eliminates the 
debt receipts , both guaranteed and •• • • • 

Let me see if I get the cash income . Two billion 
nine hundred twenty-seven million receipts from ••• • • 

Those are budgetary receipts. 

Unemployment, budgetary. Total, three billion 
five . And cash outgo, national defense, Social 
Security, interest payments of public debt , 
Public v;orks , Agricultural aid, Works Progress -
four billion one hunlired thirty million. 

And budgetary cash outgo . 

Trust funds, and so 
four , six sixteen. 
a new word. 

forth, four eighty-six; total, 
Excess of cash output. That •a 

Yes . You see, we are trying to distinguish here 
bet\Veen budgetary terms . 

One billion one hundred twenty-three mi llion 
dollars . 

That is the net contribution. 

No, let•s don•t call it that. 

No, no, no, definitely not. It's cash outgo, but 
not contribution. 

Vie are going to make it up historically. We 
haven' t got it for this bulletin. 

Now, you ar e satisfied? 

You •ve got it under the over-all . 

You are satisfied? 

If that is what you want; I don't know whether -
I don ' t know what it i s going to lead to. That 
is what I am afraid of. 

It's going to lead to a lot of questions . 
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~nd - that's right. 

And that' s what we want . Anybody object? 

I 1d like to see how it compar es with the other 
figures. Pretty close, isn•t it? 

It ' s very close. 

It's very good, as a first step. 

Later on we •ll pick this statement and run 1t 
back. We've got some other figures in there. 

You can tell from the questions you get. 

This is the thing . •Bulletin of the Treasury 
Department. 

Analysi s of Receipts and Disbursements 
Composition of t he Public Debt 
Capital Movements and Monetary Data 
Other Treasury Statistics 

Introduction ' 
"This Bulletin cont ains statistics of United States 
Gov ernment transactions and other information 
gathered by t he Treasury Department which have 
either not been availabl e for distribution hither­
to or have not been i ssued in compiled form . 

"It is the intention to compile a similar record 
tlonthly and to incorporate in it informa t ion addi­
tional to that llllich is included in this i ssue . 

"Only a limited number of copies ar e being prepared 
and distribution for t he present in the main, will 
be limited to periodical publications desiring to 
make use of t he mat erial and to pubc lc officers . 
Other requests may be filled only tJ ·~e extent 
of the limited supply . 

"The purpose of the compila tion is to extend knowl­
edge of the public finances , monet ary developments 
and activities of the Treasury Department by making 
information available in a more compact and usable 
form to students of finance and government. " 
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Students? 

Gaston: Yes . 

H.:4.Jr: 

White : 

Gaston: 

H. ll.Jr: 

\'/hi te: 

H.: I.Jr: 

\'/hi te: 

H. 'J.Jr: 

Gaston: 

ll .M.Jr: 

Bell : 

Gaston: 

H.ll.Jr: 

Haven't .... 
It means more than students . · 

Students of finance - those who are studying 
finance in government . 

"The material herein contained supplements or 
recapitulates data contained in the Daily 
Treasury Statement and other publications of the 
Treasury Depart ment . 

"I shall be glad to receive and to give careful 
consideration to suggestions for improving the 
Bulletin so as to make it serve its purpose more 
adequately. n 

Very good. 

I •d suggest the smallest possible number in the 
first issue . 

Limit it to a thousand . 

\ 

That is much too much, I figure . 
issue you•ll be surprised at the 

In the first 
kind of mistakes, 

criticisms, and what not. 

One mistake goes to the United Press • ••.• 

If it goes to A. p , and u. P. , it might as well 
go to a million. 

x · think that is all right for a start. 

We have about three thousand names on the mailing 
list for the Daily Treasury statement. Now, if 
this Bulletin is going to be substituted for a 
lot of the information on the Daily, T think 
those people vtill want it . 

Later on. 

You Xnow, Ur. Gaston, you•ve got the contract to 
go up and see the Committee on Publications -
Senate and House. 

Regraded Unclassified



( 

Gaston: 

H.' t. Jr : 

Dell : 

Duffield : 

H. ·~ . Jr : 

Duffield: 

-7 -

I was hoping to do that today or tomorr ow. 

All r ight . 

Dan? 

That 's all I have . 

51 

I just want to report that while we V!er e consider­
ing V!het her Y!e would give the stockholders t he 
list of the - holders or s. E. c. - the 
copies of that list, included in the income tax 
file , evident ly went over in the ordinary course 
of business . It went over for instruction and not 
for their use . The1·e is no use our ,.-orrying about 
it, whether it ' s gone or not . I f ound it was up 
there on Sa turdoy . 

I'd like to know who sent it and whether the -
when it was sent, whether the inventory of material 
went along, and the dote it went . 

You see, they huve been making income t ax material 
available to the S . E . C. 

I say, what I want to know is who sent it; there 
must have been a letter - •we are enclosing here 
with ••.• • " s uch and such and such. I 1d like to 
knoVI ove r v;hose signature it went. Here we all 
sit around and discuss this thing. I say we t ake 
it up to Yonday, and certainly we have all spent 
a lot of time tryine to keep this thing legal. 
liill you look into it? IJc.Reynolds can help you. 
He ' s the most boastf•Jl cuss you ever saw; all he 
did v1as walk up and d0110 the corridors Saturday 
morning, boastine . Re lfouldn•t a ttend to business; 
just - just buttonholed any man he saw and told 
him the news . 

1JcReynolds : I wasn't supposed to attend to business . The Boss 
tol d me I shouldn ' t be here. 

!1.1l .Jr: 

Duffield: 

Disr upting my section. I t hought it was a polit ical 
meeting going on i n the corr idor of the Treasury. 

That is all. 
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I have a memorandum here on the commemorativo coin statute for St. Augustine . The Uayor is coming 1n this arternoon at three o'clock. 
Use your Judgment . Don't bother we. I mean, try to keep Pepper happy, beco.use he's goi ng to get the works . So if we can give him a couple of com­memorative coins for St . Augustine, I should worry. 
Tell him we •ll support the bill? 
If' it ' s t he vtay I had it outlined from the group. 
The coins would be i ssued a t only one mint , under only one year date, would be delivered only ln lots of not less than tt~eoty-five t housand pieces and woul d be iss ued for only five years. The manner of disposal would be subJect to the approval of the Secretary of t he Treasury. The desi gn would be determined by a public competition run by the Treasury at no expens e to the Govern­ment. The Comoiss ion's profit would be limited to two dollars a coin. The prof its coul d be used, subject to your check, only for restoration of the old City of St . Augustine . The restora tion plans would be subject to a pproval by the City, the Institute and t he Secretary of the Interior . 

(Nods "Yes.") 

ilow, the Secretar y of the Interior hasn ' t designated it a s a historic site . It's been reco~~ended by t he Monument ComNittee, but it hasn't actuall y been certified by t he Secretary as a historic site yet. 
~ell, i t has to be . Subject to that •..• 
We ' d be in favor of t he bill . 
I f the Secretary of the Interior will designate this as a national monument, and we have control of the sale and control of the price that we sell them, the way we sel l stamps, you see, I think it• s all right. 

You sell coins for a premium? 
Sure. VIe can do it as well as some - as some - ah -
coin collector . 
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Associat i on. 

They usually job them off, those associa t ions, to 
a coin merchant and he makes a lot or money out of it . 

That is the whole trouble. Dan, you wouldn' t 
have recognized me . I am doing this i n l ieu of 
the fact that Pepper doesn ' t touch any Treasury 
official in Fl orida. I got that - we •ve got a 
s t art on it . The Collector i s o. K. He isn•t 
touched; t he Collect or of I nter nal Revenue isn•t 
going to be t ouched. We have ·crossed that bridge 
and I think we are going to keep the whole thine 
intact . I n exchange for that one commemorative coin? Sure . 

What , Johnny? 

I 'think it' s a good trade . 

He made a stat ement down there, that he ' d gotten 
t he President to go along with him for a new 
ci ty hal l in Miami. 

Listen, we had t his all out, he and I did, on 
Saturday. This fellow i s not going to be t ouched. 

The Collector of Internal Revenue? 

I don•t t hink t he Collector has got any Treasury 
official . 

Two very outst anding Treasury official~ he wants 
t o change them. They are capabl e as can be es 
Col lectors . 

Be ' s jus t a nut . 

Who, (name not understood)? 

No, the Senator ; he wants to be a Vice President ial 
candidate in 1940 . 

That is a nice building down t her e - the one in 
St . Augus t ine with your name on it. 

(Nods t o Ur . Lochhead . ) 
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Last week Bewley mentioned he wanted to see you -
wanted to see you last week - wanted Ur . Kieley to 
arrange an appointment . 

Keep i t. 

I ' ve got nothi~ more. Glad 
he ' s a pret ty good citizen . 
to throw him out. 

you met Allie Angle; 
This f el low is tryi ng 

If you're goine to see Bewley, you will remember 
t he notes i n one of the Butterwort h comments -
if you asked him for figures in there about recent 
gold losses, he probably ~~uld be receptive . 

You ' d better remind me again. 

There is an outflow of cash of a hundred thirty 
seven million. There are sever al memoranda here. 

Better hold on to them. 

There is a correction and SOUle additions to that 
r oad report ; if you are doine anyt hing with it 
I ' d like t o make the changes bef ore you do it . 

Keep after me. 

Nov: t ha t Kac ' s here, maybe the decision on Young -
the salary of t hat man to go to Paraguay --or do 
you want to postpone t hat? 

Take it up with Kac. 

Several silver resolutions are coming up. About 
t he Senate hearing, you know t he date yet? 

No, but you and your men on the Hil l keep v:atch­
ing all silver bills and you let your men on the 
Hill f i nd out what ' S happened t o the Presi dent ' s 
letter in connection with the St abi l ization Fund 
and devaluat ion of the dollar . 

I ncidentally , the Tribune endorsed it this morning, 
and tbe Times endorsed half of it . The Tribune 
said no K. " Let ' s push that , will you, through 
your ' men' on the Hill; and youtve got to be readY 
t o have a s i lver forum • 
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We are having one. You are not interested in a 
summary of the various s i lver bills? 

No. 

That is all . 

(Inaudibl e) •• • •• , including t he devaluation; 
it • s a good weapon to have in your hands . 

You ought to clip those things . The Tribune 
endorsed it; t he Times went for Stabilization 
but not devaluation. 

I •ll get them; yes . 

Vie ou&ht to get up a sta-tement for you. 

On what . 

The continuation of thosa powers . You may be 
call ed upon. 

Yes ~ but I do that informally; I don•t know, I 
don • t think I need any. I either know it or I 
ought to quit . I mean, t hat is ••• •• 

Send it as an executive section ••• • 

Gl 

I don't want t hem to t ake any notes, so I just 
talk ad lib . Harry sits there, and Archie, with 
perspiration running down t heir forel~ads, not 
knowing what I am going to say next. 

I don't sit t her e; Harry does . 

So you are in a cold sweat, huh? 

There is a memo here .. ... 
Have you read my testimony before t he • • • •• 

-

• 

No, I am waiting for it, with considerable curiosity. 

I did. 

Did you read it? 

It was ver y good . 
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Did you make any corrections? Let Harry reed 
it. 

The on1y thing I was worried about was unemploy­
ment, but I see that was ott the record. 

There is a r epor t , made bf the Monetary and Fiscal 
Committee, requested with respect to the survey 
of possibilities of securing figures of state and 
local Government; they made a rather lengthy 
repor t as the resting •••• • 

Resting? 

Yes. There is another report that that Committee 
was r equested to prepare1 with respect to business 
prospects for 1940 and 1 J9. 

You keep pushing t he thing at me, and I 'll take 
them as fast as I can assimilate them. I'm Just 
coming up for air from Social Security. You 
people push it . \ 

I ' d like to see you a few minutes today. 

(To Uiss Chauncey): Will you see he sees me. 

Yes sir . 

You just keep pushing me, and pray. 

I do that too , when I can. 

(Hands H. M .• Jr. black book. ) 

Now where - we •ll clean up on that report on 
Social Security. 

On the report? 

Just on states . You are going - it1 s up to you 
to get that stuff out now. 

Yes. The three people are now working on it. 

Yes , but I am holding you responsible . You know, 
we ought t o get somebodY in on t he states ' 
finance . 
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Yes , t hat is right . 

We bad an awfully good meeting, from my stand­
point, and in •Ti tilll: the thing up they are 
going to send a r eview of i t to t hese economists 
who were her e and I think when you get that written 
up you ought to give Kr . Hanes a copy, and I 
t hink what we ought to do, as soon as t hat is 
written up, I am going to ask Mr. Al t meyer t o 
come over and have a session . You've got to push 
me on it while t her e is a great division of opinion. 
Ever ybody knows that as a plan, Social Security 
knows what it is; and then we should either insist 
that they publi sh, t he first time we 've got t ables, 
whllt this thing costs . We use what t hey call a 
C-1.4, which is their main -- they keep changing 
it. Now we •ve got a table t hat will show, leav-
ing the tax as i t is and taking up the one and a 
half per cent, the different things - - what 
this thing would cost, because i t is a most 
amazi ng thing, and t he one thing ever ybody agreed 
on is t hat the Treasury should insist tha t Social 
Security publish these figures , and if they don•t, 
we shoul d . You see? And also, we found that 
when they say the pl an costs - the plans cost 
forty million dollar s , we are taking their 
fieures , and we have never checked them. 

Incidentally, Blough is very good; he held up 
his own. But I think it is most iLiportant that 
we get publicity on this thing, and t hat is the 
one thing I've got; a t least, I understand what 
i t is all about. 

Now, what we did, John.ny, I kept t hem away f r om 
saying, "Is this a good plan, spending so much 
money on dependent plans?n We said, "t~t does 
it mean to the Treasury?" We kept it on that 
basis . We finally got figures. It•s been like 
pulli ng eye teeth to get any figures. 

Abd Hansen, for instance, is way off on one end. 
He said v:e never had t ables like this , and he is 
for not increasing t he taxes; he thinks it i s most 
important that whatever is done is immedi ate, in 
publicity, because we found, at least I did, 
Social Security studied the Pr esident ' s r eport 
very carefUlly. It's amazing when you s ee those 
t abl es . llaybe you know; it is all new to me. 
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I am familiar with it, but I haven ' t seen 
any figures without a lot of guess work. 
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This table, you'll either tax - it is one and one 
half, and you see what it costs; you leave it a t 
one and a half, and you see what it costs. 
They1ve got the thing right do~n so even I can 
understand it. The whole meeting was good, but 
they left me to go and talk about this question 
of taking i .nventory of the states• wealth, and 
that is what I want more of. 

We met about an hour after that meeting. 

Beginning to say the St ate of Mississippi is 
entitled to so much extra, and all Federal 
money would be distributed on that formula, and 
I don•t know o.here it is going to end . 

Well , George, please crowd those boys for that 
report and get it out . Get it to these five 

economists, and anybody else who wants it. 

I 1d like to have it; I didn ' t get to attend that 
meeting. 

At least, after we get t he figures out the public 
will know what it means . It is the most f antastic ••• 
Dan, here were are , t a l king about hundreds of 
millions, and they are talking about increasing 
the so-called plan, a C-1.4, of about a hundred 
thirty billion dolla rs. 

I understand there would be about four and a half 
billion dollars a year going out of the Treasur y. 

They are adding to the old pl an, of costing a bil­
lion a year for the next four years . 

All that•s been kept down; I am not going to be 
kept in the position or our arguing how wcb money 
for a dependent child. I am not going to sit 
here and let the people of the United States know, 
"Well, if you do this, t his is what it is going 
t o cost." They all agreed on that, JohnnY; there 
was no dissent that t he thing must be gotten out. 

Kr. Secretary, you intend to pay these people's 
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expenses and give them 
on a consulting basis? 
them. 

- pay them for coming down 
Nobody said anything to 

Yes . Clear that with llcReynolds, will you. I 
bad White call some or them up. What we offered 
them, if he wanted to come down, was his railroad, 
twenty-five dollars a day, and five dollars 
subs ist ence. All you need is t heir bill. 

John? 

Nothing this morning. 

Herbert? 

I haven• t anything more. 

Have you got a~thing for me? 

I have Dr . Parran•s material, and I also have 
that Paraguay thing t row the State Department. 

Oive that to Harry. Harry, here is something on 
Paraguay. 
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.U. :;Oi.tOUll ,7EISS T.kX CASE J anuary 2), 19)9. 
10:)0 a .m. 

Present: 

a. J. Jr: 

Gast on: 

H.!J. Jr: 

Gus ton: 

H .~.Jr: 

lrey: 

H. :I. Jr: 

.. enchel : 

Foley: 

II. IC. Jr : 

Foley : 

H.li . Jr: 

lolr . Hanes 
llr . llcReynolds 
Yr. Foley 
llr. Gas t on 
llr. Helvering 
:Jr. Irey 
llr . Vlenchel 

Gentlemen, the reason I asked you t o come was that 
Ur . Banes and I want t o esk you each your advice on 
this so-called Seymour Weiss case, a nd t he way I'd 
like your advice is this: while we know who it is , 
I ' d like to consider it as though it was Mr. X- in 
other words, a Treasury case - and consider it 
solely on its merits as a case, and not t hat it 
had any historic associations . 

Very good . 

Is that a good word? 

Very good . 

That is r ather nice, isn't it? 

Called it atmosphere at the time. 

Historic associ ations. 

Now Wac, who - I'd like - I think in fairnes~ to t he 
people, who would be a t the bottom of this ladder, so 
i won' t be a sking his advice and then he ' d have t o 
give it after his superi or t alked. Who's at the bottom 
of t he ladder? I mean where does this thing start 
from when we get a r ecommendation? 

~liMugh me • 

Through Phil . He knows most about i t. 

Through you? 

Yes, sir . 

All right. Now I unders t and fro• Ur. Ranes we bave 
an offer . 
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r 1 
(.. , 

J ffer f or full t ux penulty a nd inte r est . It ' s 
not a firm of fer; t hey ' ve been sort of fishing 
H o und to s .. e whether it would be acce pted . Tax 
penalty and interes t pr ovided nothing is st~ted 
in the settlement of t he case Db out t he f r a ud . 

Doesn ' t include e ny fraud pena l t y . 

It includes the full f r &ud pena lty . 

It .1o~s include the fnuu penelty , but t hey went 
to w~r~ it in some ~thor w•y so it aoesn ' t show 
frL t.:.v ;>em.l ty . 

~ ... the 'NOr .J "frr.ud" isn't used . I a i scussed it with 
the Cu;.uissioner .. nu ne Soia tnat he thought he would 
t.<> 1-l~r-6 wi tn me in maki l\6 the recor.u:~enJation if we 
~;o t. 3UCn = of fer . Tilcn I t ook up the ma tter .1th 1.1r . 
~ .oley a nu he trensmi t ttod it t o t.lr . Hanes . 

Now, if .7e accept thto t, that will not be e s t ablishing 
r pr ecedent - 1;e ' v e done 1 t bef ore - we 11 1 get ruo'l' e 
out of it t nan if we Nent i n aml t ried the c10se and ' 
<.na won it one hundred percent; bc.couse, as it is now, 
.. ,e' 11 ge t thl:l int.,rest on the fraud, but i i' .ve tried 
it ,.e would only get the 1nterest on the tax u,> tv 
the dE t e of tne ..• 

iio.< •au ch difference is the t ln money? 

~oell , in coney pr obably t. thousnnd c!ollers . It 
~oesn•t ~ount t o v ery much . As a mat~er of f act, 
LS the Co~lssioner s a id , this is ll relatively 
s:n:.ll case t nyhov1; i t only involves about ~ 4J , :))O 
f or .. eiss and &.bout tlJ , JJoJ, I should s&y , f or t he 
.ife, because the wife doesn ' t cover the same 
,,er i ods . 

••ell , Pnil , if thi s WIJS a n X individual , no t Seymour 
·•eiss , would thi::~ cese be here b e fore t he Secr et a r y? 

I wouldn ' t even b o ther the Commissioner a bout it . 

Y~u • u go a heaa &.no t&.~e s settlement o f that kind . 

'I h&t 's rigllt . 

n ithout clearing it o ver here . 
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Tn~t • s right. Now, in a case kno\\'n as the LouisienB 
~orrughted Culvert ~ompany - was settled February 
1936, grew out of this s oooe ty pe of cases , but was 
not intinl~> tel y tied up 11ith the Huey Long thing -
l'lbS settled b y the filing of a stipulation th&t 
" there is a deficiency in Feder al income t &x due from 
this petitioner f or the fi s cal yea r ended November 30 , 
1931, in the amount of ~5 , 60J ." "The Board m&y 
enter &n oroer accoruingly ." 

No:., you' 11 no tice, ttu: re v:c. s b case wher e fraud was 
inv .. >.Lvea, yet it ::us no\. wri t ten in the stipulation. 
1he tr.~payer r.nd his bttorney 6now of this case e nd 
CCJ.le.:i a~y attention t o it, hnO .Yanted to know why he 
co~lvn 1 t settle it on the same bLsis . 

Tney do 1mo.v about it? 

Yes , sir . 

The criroim.l proceeding 1 s out of the ~:ay . 

He wt.s tried three yeurs t.flO e nd ecl(uitted . 

He :lt. s n .;vsr tried . It 11as brought t o trh 1 snd dis­
missed . 

I'm wror.g eb · u t t h&t . The Shushcn case ~:as tried; 
he NLS "c-.uitted . Then they J isoissea all tht r est 
of them, incluai ng the ~:eiss case . 

llo. , or uinEril) - no , not orain~ rily, but if .. e were 
g~ing t o file c stipulation involv ing frt.ud, He would 
file it this N&y : 

11!t is nereb) mutu~lly sti~ulb t~d <nd ~greed th~ t 
tn~ deficiencies f o r the respectiv e years involved 
in the f.bove case, togethsr Ni th penalties, are ts 
follows , and that the Bourd may enter an or der 
occor dingly . " 

Then list the yeurs and tnen t he d efi ciency in one 
column, pen~lty 1n another , and then the total amount 
in the o ther . 

I f we fi le it the way the Corruga ted case w~s filed, 
we would f i le it this way: 
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"It is 1nutually stipul&t ed and agr eed tha t the 
total ueficlency in the obove case is $J8, 746 .1J , 
ana t he Bo~< rd may enter a.n o rder accordingly .• 

!lo1., you see, no 0\0r d on t he fr&ud &ppears there, 
~nd the only 11 s y tne fr&ua ~<ppe&rs in the blterna­
tiva is b~ r eason of the listing of the wor d 
" ;>enulty . 

JJo,.,, I muy sey this, llr . Secret ary, tha t the t a x­
.JByer and his a ttorney 'llould under stand that when 
.:e tg r e,;cl to do t his , that we have no c ontrol over 
the Hoa r d , end t he Boor a may, no t:1ithstanding the 
stipulation we. fi le, issue lln or der this way . 

But tney usually f ollow the 

29 

'l:ney USUlll y follo11 wbtt t 1·.e - our form of s tipulation • 
i.lso , if this f o rm is us~d, !er ving out the r:ord 
" peru.lty" - never ~:.sed the liOr.i "freud" anyhow -
onyone •1ho wt.s interested enough would go t o the 
9J- ury letter of the Commissioner , follow through 
ull the pleadings, < nd would ftnd th&t the full 
&mount of tne settle•nent r eflects the f r .. ud pencl ty. 

'l:h~ t • s ~ public recor a . 

Tm, t ' s & .,ublic recoru . 

l>o tnere is notning being hidden. 

excused . 

Nv thing l•eing hiciden, no , sir . Do you - woula you 
li~e t o see the two f orms? 

No , no . l'lo11 let me & sk yo u this . Suppose you go 
t o tr ic 1. l:low do you fee l a bout the c hances of 
7:1nn1n;;, o f collecting? 

If ..-e · .. ent to tria l, it' s " lawsuit , ~f course, end 
it depends on woether tne ~ember woula believe our 
Nitnesses or toeir ~ltnesses . Thei r witnesses ore 
~eople of highe r cbor 8ct er thon ours . 

Hi gher? 

Higher c ha racter . Two of our witnesses a r e moral 
per verts . 
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That ' s correct. 

'.Ve •ve got I rving !loss , and of course be ' s i n Lad 
sh&pe fln&ncially . They ' ve got the better of t he 
l'i itnesses . 

Is the origim.l Uoss who ' s in the i nsurance - is he 
alive? 

Ye:~; he ' s the mon who s a i d he ' s being ;>ersecuted by 
Seymour "Ieiss beca use of t he attitude of the Govern­
ment towt<rc! Seymour 'llei ss . 

I thougnt both- one of these men ned died . 

Bota of tat ~oss • s are livln& - Irving ~nc Uike . 
~iAe is o pervert , a nri Irving is a pretty high t ype 
of business man now. 

1h&t's rignt . /.11d ais brotht:r tarew him ou t . 

;'lho died in tbis c11se? 

•he t ' s 0 . .r( . l. llen . 

olhf't diu he h« ve to do with tnis? 

He b&d no thin., to <io ::i th the .:eiss ca se, except he 
was mixed up in tne ~hole thing . ·;e tried his ccse 
lest yea r . 

'.'iell, t o come buck - I meon I •m e sking you, on c 
per centage basis, on ~: percentt.ge of a hW1<l red , 
wiu. t would yo u t hi ruc t hat our chances a r e of 
111nning? 

Oh, 50-5J . I t' s one item, Mr . Secr etary : co~lssions 
that 1vere pai d to ::eiss in order tnat the Uoss 
I nsurance Company could do business, and it ' s j ust 
e .,uestion whether t he member .vill believe t hbt they 
l'iere commissions o r g r aft . It ' s a ve r y simple issue . 

Now, is there anything else yo u wa n t t o say? 

No . 

No.'l , h a v.: you made a r ecommendat i on? 

\ 
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Yes, sir . 

And what do you recommend? 

I recommena that i t be accepted , or that I be per­
mitted t o g o t o them a nd SIIY we ' 11 take it - that's 
the same thing as that it be accept ed - if they 
maAe the offer. They haven't made a firm offer. 

Oh, I didn't know that. I was under the impression 
tb~t you hud a firm offer. 

No, s ir , I refused t o consider any firm offer until 
I founa out the a t titude of the Trea sury. I didn't 
tell them t ha t . 

Well, do you want to f ind yourself in the positi on 
of offering to accept t his and t hen have thelll turn 
you down? 

Yes, sir . 

You' r e willing t o be in that position? 

Yes, sir . 

Do I make myself clear? 

You .tent t o be in positi on .... 
If t hey m~ke t he offer you went to be in position t o 
uccept it. 

That' s whet you want t o say. You're no t goine to make 
t he offer t o t hem . You • r e coing to b e in the positi on 
t hat if they come t o you end s ay, 11\'lill you settle on 
this Cllse?" - of being able t o say, •Yes .• 

Tha t 1 s right . 

That ' s wh&.t you want . I under stood they had made 
you a firm offer. 

No . 

But you went to be in the position that, if they do 
make you a firm offer, you can take it. 

They ' ve sort of felt you out, and you think this is 
wha t t hey're going to do. 
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I t hiru< if I can sit down with them thel' ' 1 1 make 
this offer, because they ' ve r e ferred to this 
Corrugated Cul vert case. 

I see . ~.no that would be the only .,urpose for 
referr~ng t o it . 

Tna t vlus the f ac t they 1v e asked tha t the whole 
t ax b~; computed on the br.sis of a net worth, so 
thbt t ne ~ord "colllJllission" wouldn't appe11r; thEt 
anti othe r things lead me to believe ••• .• 

Now :.nere - I don't know a ny thing about Mrs . •t:eiss -
wns nor case in this? 

..trs . '' e1Ss wil l .only be f o r toe ~ears ' JJ r.nd ' 34, 
bec~use the community ,roperty l aw didn't go into 
effect until t hen. hod t hen, she doesn't hr.ve ony 
frc.ud ;em.lty anyhow a t tr.ched to hers . J. nd her tax 
woulu be about - oh, FbOut e14J0, that' s all. 

They offe red t o pay t ho t in this informal offer. 

Th" t 1 s right. 

·•ell o.J.<, before we lea ve 1Jr . 'llenchel, does a nybody 
in tne room went to a s k lJ t•. \','enchel any questi ons, 
before .. e go t o t be next person? 

1 1 d like t o as4 - I under stand you say, Phil, tha t 
taese cases were all tried, or one case lfas tried , 
~nd no frauu was f ound? 

In the criminal c ase? 

Yes . 

Tha t ' s right . They tried it a nd the Jury f ailed to 
convict. 

Uia t nat include all t his list of cases here, this -
t his hllen ••• 

The Shushan case - tha t ' s the only one ths t wss tried 
a na &C~J uitted . 

Shus han wa s . 
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1'hu t ' s right • 

And t his case is simila r to the Shushan case . 

lbn t •s right. 

And yo ur feeling is tha t this case - if we tr i ed 
t hts cl!se , we .muld ha ve a bout a· 50- 50 chbnce of 
•inning it, so that 

.~uchel : ·,/e can ' t try the criminul side . 

r Jl~y : This is - the crimin~l c ase was d ismissed . 

encnel : ue ct n 1 t try that again. 

73 

ne l verir.,s : "e've j ust ;;ot 2. civil cnse f o r the t ux ~ond jleru. lty . 

rlt nes: I s &e . 'Ih6 t 1 s all tne questions I want t o ask. 

nclvering : OriginLlly ther e was a gr ea t lis t of t hese cases. 
:le triea a mun by the ru~me of Fisher nne! be was 
convl c t.:u t. nd sent t o the penitentiary. Then we 
trif;IO l mc. n - what was his n&me, I r ey? 

Iny: "'hushhn >ibS ••• 

. lelvering: No , t here ,;ere two of t hem .:vnvi cted or1&1nvlly. 

!r.,y : No , tner.:: .• as just tills fello .. Fisher, Jot: Fisher, 
aDd taen tile Shushan case came up . 

n"~v;;ring : flell , ~ioere Nas sort of u gambler mixed up in this 
tha t we convicted . 

! r.::y : I know what you mean, but he was no t one of the 
Loot. cro11d, not considered in tnis group of cases . 
Jus~ one criminal convic tion &nd one criminal 
ac<,ul ttul. 

H~lvering: Then all the r est o f t he c6ses wer e nolle-prossed . 

H. • J r : 

F ;>hy : 

ll . :.! . Jr: 

Now, v.no would c ome next? From 1/enchel it flows t o 
tne 

••. Commissioner . 

To ~he ~omm1ssioner . 
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Nell , r •ve eone &ll over this c &se . 

!t '.louldn ' t come to a nyone now, see, because I'm 
trying the c£se, I •m the l&st word . 

olelvering ' de ' s t rying it . 

n . ~ . Jr : 

.. ~n~.1el: 

.. 1 . • Jr : 

. \,:nch-..~ : 

n . ' . Jr: 

Ut s ton: 

Cust.on: 

"~OCHll : 

u • . • Jr: 

but you're t he l ust word after the other people in 
tile room neve ei ven you s green light, which you 
h:.ver.'t got. 

~hat ' s right • 

You huven' t g .:>t t he. t • 

I thought yo u meont whether like ~ compromise . .... 

N::> , you na ven ' t got the green light yet. 
a minut e . 

Just wait 

I ' <i liKe t o ask Mr . ·:rencnel wh& t t he us ual cu~tom is 
in filing these stipult•tions wher e ther e is & fraud 
,>enalty attLched . Is it usutil to s t a te sep~Jrately 
the tl.x deficiency a nd the freud in the stipul a tion? 

That ' s toe usual way , yes, but there - <JS I say, 
there a re preceden t s f or tne other . 

tlo,,, it ' s true th~t t he other Prises where tnere is 
L com~romise and you aon ' t have toe full tsx t ha t 
n~s been a sserted in the deficiency l e tter, &nd so 
it ' s ru;.rd to list it do.vn a:.s so much t ax, so much 
~en~lty, so much interest. So instead of - in this 
c~: se 1 t 1 s $31S, OuJ - if "'e were compr omising this f or 
,JJ,J)J, t hen of course .,e :;ould f ollow the procedure 
o f not mentioning tne woru "pen~l ty . n 

Then this form of settlement in a case wher e there 
is no colllpromise , this form of stipulation tha t ' s 
proposed , is no t unique but it ' s quite unusual . 

That ' s rigut; thn t woulJ be a way t o describe it . 

I 

But let me understand - let me understand - if instead 
of paying the $38, JOJ you could Nork them up t o, s ay , 
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pay ing thirty, then would you fo llow this plan? 

1hcn we 'AOuld f ollo>1 the - yes , we 1 d follow the 
~l~n of not mentioning the penalty . 

:s 

.. ell, the uni4ue part, if I'm correct, is that be 's 
~aying the full amount . 

'lllu t ' s l'ight . 

I mebn tha t ' s the unique pt• r t . 

Tht•t ' s the uni4u e part . 

But tncre c re one or two precedents where tha t • s 
been done befor e, and they 1 ve poi d t he full 11cb1lity , 
not mentioning the penalty in the stipulc tion. There 
l re ccses o f that Kind? 

I've been told there are c~oses , but I couldn' t get 
toem . Tney were looking for them both Fridey &nd 
S~turJuy, b oth in my office a nd down in the Burehu. 

How t.bout this Corruga t ed Cllse, Phil? 

Tan t 1:~os a case wnere tney paia 
founo. in t he deficiency letter . 
they a rise . But, a s I s ay , t he 
taere . 

l ess than tile amoun t 
'l:het' s the way 

complete record is 

J.m I correct, for my o.vn self, that you get ~ man -
sey he owes us $5J, uJJ and you finally·work him up 
so ne 1 ll pay t4v, JJJ, but bo says , "I won ' t pay tne 
$4J, JJJ unless yo u give me so-n e inducements"; then 
the inoucement you give him is tba t you don 1 t mention 
toe .vord 11 f'raua . 11 Is tbut wba t happens? 

No . 

Is thl t the way you d o i t? 

•hnt 1s the way we are doing it 

No, but is that the way you do it • • • • 

No he d oesn ' t a sk tbat . We don ' t mention fraud 
be~ause we can ' t l ist bim down a ny more, once he ' s 

Regraded Unclassified



f: •• Jr : 

H ••• • Jr : 

cncncl : 

H. !. Jr : 

.cr.cnel : 

d . . Jr: 

76 

-11-

compromised; tnerc ' s t list of yea r s, 8r4 snued up 
tney make $5v, OuJ . H.:; s bYS , "I 1 11 pa y forty . n 
••nen he pays forty, h e nutoml<tically p~ys .•••. 

uon ' t know how much t bx and now much penolt y . 

Tecnnical d ifficulty of d ete r mining whe t ' s fra ud 
s nd whe t ' s t~x . Yo u lump it a l l in one sum . 

Then t he sta tement you m£de earlier , th1t t he r e a re 
o ther preced e n t s for this , is not cor rect . 

uell , they tell n1m t here hre, but you (.le nchel) 
l'le ven ' t been : bl e to run t hem down . 

:·1e 1 vt been .. ork ir.g on it in my o f fice . But y ou 
see, ~r . ~ecretbry, unless you oent back and 
re;,u. every o the r ct<se 

h r e yu u convinced? 

I 1 m sa t1sl'1eu . 

You ' r e sure now? 

Yes , s ir . 

,,ho else wa nts t o ask 'l r . :ienchel somet hing? 

No ·; Helve ring, I •m asKing you to a dvise me in tn1s 
case . Ho .. do you feel tha t ;.lr • • lenchel should 
,>r oceed? 

nt~lvering : tell, I tnin>< this set tle!!!ent is better tnan you ge t 
oy a t r i al. I don ' t thin.t tne r e i s e ny question 
t b out t oa t . Now, the f~J ct tnu t ne don ' t s tipuh t e 
our yenal ty - I t hinK tnu t t o put it in the s ame 
cla ss . where we cou1promise ttnd don ' t stipula t e the 
penalty - t he only diffe r e nce in t his case is thut 
instead of phylng l ess tha n the ful l amount of t a x, 
he 1 s pay ing t ile full amount of t a x . 

•• · . Jr: I ' m a sking you to a c.vise me . olhat do you advise? 

u., Lv ... ring : I slgne<i t he reco=enda t1on thr. t ~r . ~:enchel bro ugh t 
do.vn on it, a nvis ing you to accept it . 

••· • . Jr : f.n<i ) OU feel th• t toat •s a hundred percent all right 
if tois sr.s Ur . X. 
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Yes , I don ' t thifk the r e wou tu be any question a bout 
it if t he r e hr.dn t b6en ony historical precedents , 
or wnutever wor ti you used 6 while ago, in tllis c ase. 

Co.)~ . !lo,., , hos r.bout y ou (Foley}? 

•-el~ , ln so f a r as the lt.w und the etb.ics a re con­
c.,rn.,ll , I tnlnk th~ t this ~oction is entirely justi­
n ..... :.n..i proper . I th ink the only thing we have to 
consioer is the public r e1a tions s t andpoint. I think 
.. e lu ve t o take i nto c.,ns1der ntion whether or not, 
bccouse of the public imJlOrtance a t tached t o these 
t r.xp1.yers t this method of p rocedure will be consid­
~reu highly irregula r t nd get t he Eo. ttent ion of the 
r e!)orters . 

"'""'on ttut I 1 m not \.h,; btst Judge; but from t alking 
to Phil ana from lls t enin& to the Co~issioner as 
t o o the r ~roceaures an~ precedents in cases of t his 
.<tnu , lJ1Y guess ,..oulo bo t tu t there w&sn• t very much 
t o worry ubout on that scor e . So I - I r ecommend 
th~ t it be accepted . 

Herbert? 

;;ith t his 1.1\Uilif i cation. tie oake no commitment to 
conceal the f acts . The r ecor J is r. v&ilr.ble and will 
be made a vailbble in usur. l course over t nere in t he 
oo&r~ o f Tax h~~eals . A report~r c~n fteure up f or 
hios~lf thft the ~mount o f the t ax assessed for t he 
d ifferent years doesn ' t come to tha t amount a nd t he 
b~lnnce must be f r a ud pen~lty . 

l:i& c£ n s e~ the r ecor u . 

I ' a ugre~ , but ;mly on th! t br.sis : t ha t ther e. 
:.c t \lt . .lly be no ef:ort ~o conceal the f sc t s . But 
! 1 ..1 be ,>.,rr ectly .vi liing thf t Ne don ' t t allc, but 
jus t ~~Y t .J t !te bo~ s , "Go o ver a nd l oo.< · t the 
r ecor ..1s ln t he Board o f Ta x nppea l s . They 're tnere ." 

Tnct, as r understPnd it, ls implied . There ~ill be 
no effort at conce&~&nt Nnhtsoever . 

"cnchel : No . 

i! ..• . J r: Oh, t nere mu s tn ' t be . The r e mus tn ' t be any . 
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Thore can' t be . That r ecord i s a public r ecor d 
bef~re tne Boar J of Ta x Appeals . 

Is i t a public r ecor d? 

Yes , sir . 

78 

The 7J- aay l etter , Mr . Secret&ry , set s up - I don • t 
.no ll .vnet her tnese fig ul'es are r 1.ght - $2J, vJ J as a 
t t. x , $12, JJJ peru.lty , so much inter es t . It bas t he 
interest , doesn't it, in the 9J- day let ter ? 

I s tne 90-aay let ter a matter of publi c r ecor d? 

Yes, sir, part of t he case . 

.~here coula I see i t if I was a r eporter ? 

Doard of Tax Appea l s . 

Oo t o the Secr e t ::o r y •s of.fice , Bosr d of Ta x Appeals . 

Clet·ot ' s office . 

Cl er .< ' s o ffice . 

Ltt ' s S'-Y the - ... e go 11he~od , t he t axpayer pays i t , 
tne tnln_ goes to tne Bo&rJ of Tox Appeal s . I take 
it .. nen it :l.Oes the 9J-auy letter is a t 1.ached t o t ne 
Nnole ta1ng . 

I t is p~rt of tne f i le in t he ctse . 

An~ t nen the Board of Tux Appeal s bccepts t he 
Tret.sury • s r ecommenda tlon. .iell no1~ , is t be 90- day 
letter e part of t he Nhole file? 

Xes , s i r . 

<.:an E. L')y r epoL"te t• see t ha t? 

Yes , sir . 

:lh& t? 

Yes , s ir . 
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Is tn&t cne usWil t hiOZ - if he wants to see it, it' s 
thero.~? 

Oh yes, t hey w e 11 t. <l')WO and l)Ulled out t he Mellon case 
ana ;;en t a l l through it . 

Y'u mean it' s all there? 

I t' s i n t ae j acket . 

uh£. t ? 

It ' s in <- jccket . 

nna s ny r e p.:.rte r can see t!U' t the ~> fternoon t lle case 
.1 .>ul ... be accept ed . 

Yes , sir • 

llut1? 

.light . 

1.ny o the r uocument .< hicn would show how t he f ull 
umount was &rr i ved ut, besi des the 90-Jay lo.~ t ter? 

uell, t he - yes , tne Cvmruissioner ' s &ns• .. er - the 
C.:~ru;;~issioner ' s uns.ie r t o the 11ppeal of the t &x,>ayer . 
See, the 9J-uay lett~r i s issued 

illuit uoes toe Co=1ss1oner 1 s lette r say? 

Co~issioner sets up tne r easons for it and very 
aefini t ely points out tnr• t a certain aoount of t bis 
is d ue t o fraud . 

Shows way tne r e is fraud - very informa tive to 
newspaper men. 

hOd is tha t uvuilnble &lso? 

Oh yes . 

/, hy does the taxpayer, i f it ' s all there - I mean 
v:hat ' s he getting? 

i!elvering : Just getting nts vt.ni ty s atisfied that ove •r e no t 
going to say " fr~ud ~enalty . " 
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He ho pes they won ' t looK a t it . 

I tel l you whe t be's figuring on, I think, Mr. 
Secret a ry - is t hat when t he word goes out his case 
hes been s e ttled, tha t everybody will lose i nterest 
in it, then the thing will be d r opped and nothing 
bNught out again. 

But there a r-e t 1vo pieces of paper llhich are part of 
toe public r ecora, where tney can see how this thing 
is . One i s a 9J-day letter ana the other is the 
Commiss i oner ' s answer to their appeal t o the Board 
of T~x A;>peals? 

'fh~> t ' s right • 

ll01<, is to ere any othe r document? 

llo , tha t's the only official record . 

It ' s all right, a s l ong &s ther e is no corrunitment 
t o conceal t he f ac t s . 

.iell, there mustn• t be uny COtllJltitmen t . 

" e ll, nobody is agreei ng t o ttwt ; a t least, I ' m not . 

!lo, I 1 m not put till! that up . 

.. ell , supposing you give this much . Tais is 11:1 f ar 
us we ' ll go . I s tha t r igllt, Guy? That ;ve agree t o 
t his . ~e haven't agreed t o it yet. 

Th~ only thing ,,e' re ag•·eeing t o , i.!r . Secretary , i s 
t na t Gben i.!r . iienchel , representing the Bureau of 
Interna l Revenue, Treasury Department, files with Ule 
Boar d h s t ipulation it wil l say one lump sum of 
f orty thousand - whatever the interest figures up -
uue from this t axpayer, instead of saying so much 
tax, s o much l' en11l ty, and so much interest . 

I t hHs· been de termined that he awes thi s amount o f 
money and •• •• 

ihat• s all . 

.. bnt do you think, Herber t ? 
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I think 1t1 s all right. 

You think it' s all right . Elmer? 

Ye:<s , s ir, I think 1t1 s v.ll right. Tha t ' s been the 
only concern I 1 ve had, as to whether the public 
might kno;t in the proper cour se tha t fraud does 
exist, and when we find tha t the public can learn 
that tnrough the newspapers, v1hy, I think it' s nn 
entirely satis f actory settlement . 

Tnis won't h~>.ve an unfa vorable effect on the morale 
of your aen? 

Not a t all . 

You ' re s ure of that? 

Yes , ~r . Secr etary . 

I might say . .• • 

Just s seconQ - you ' re s ure of tha t? 

I ' m sure of tha t. 

I mean it won ' t have any unfavor able effect ontheir 
oora le? 

No, sir . 

Just a minute . Do you want to s ay anything else? 

No. That's tne one thing I •ve been concerned about 
from the time we ' ve been negoti ating: whether we were 
in any way concealing the fr aud . And I'm sure we ' re 
not. The newspaper s will nave available to t hem 
i nformation indicating a fraud ; there has no manipu­
l!! tion f or the concealment of the fraud, and I think 
the settlement is • • •. 

He puts it very well; there is no manipulation for 
t he concealment of the fraud . What? 

That's exactly what I ha ve in mind. 

~r . Burford , who worked up these cases, has been 
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sitting ln .vlth me ln the conversati ons with the 
tt·.<,n.yet•, t. nd he feels tner& ' s .... 

, ell, I tt..ce it you cleureu •~itn Burford . 

Oil yes, ne C·na I tl<lve been in cinily consultation 
.>nit; ~c 1 re bgreea on it . Burford bna the men 
•or.tine; unacr Burfor d on the C~>se are all in 
bgr e -ment on i t . 

Yo u ' r e n-.>t g 1v1ng "nything bW& y . You ha ven ' t any­
thing left to try . If tney 111 come in wi th an offer 
tv pt y the full amount , it ' s totully unimpvrt~nt to 
.:Je .metne r taey Sj)ecify t &x, ,>eru:.l ty, 1n~erest , 
t.>tul , or .v,lether tney s,> .. cil'y t otc.l , s.> long 1 s 
1 t ' s t n .. s&me &!ll:mnt :. n" s.> long ;.s tne ,mblic 
r~cor\l is · V61lable for ~ r.yboay Nho ,;ants t o see 1t . 
I uon 1 t tninA it m~kes u ptrticle of uif fcrence . 

nnu yo u ' re s&tisfied? 

I ' m .. nUNly .s Ltisfied . 

hll rit;ht . N011 we ' re "" t o you (H£nes) . 

.. dl, I r-.. .:o..t..:o:n:l t ::u- t .. e "".:e,>t 1 t, "11:! I go bt.ck 
L.J r n ll .. encnel ' s reco=er"'f t ion - ju" t to reL<J -: 
"in~r~ lJ n~ c ~-~romise in tne Ieiss c~se , sincd ne 
JIL) 's tu~ f ull d.,:' iciemc) s t~lea in tne ;IJ- aay letter 
of t n._ C.>u:nissiuner, inclU\Iing tne fraud ,>en~ l ty, 
•mien s u.J il> ref.tecteu in the proceeJings . If, 
tncr~r,, ,.~, un~one Ger e interested to f i nd out 
,.ueth;,r •'·t:iss ht •! pE.id b frl>uo 1Jefll•l ty, ne could 
e H:; ily d" so by re~ding the r ~;cord . " So it ' s cle~tr 
to me tn~oo t, from e verytnil16 everyone nas said , luere 
ls notnlng n11.11en and trus t hing is entir ely in tne 
O!}en, : n:1 I r ecomroena the £ cce!)t&nce if tney a£ke 
tne ~ffer f .Jr 1. settlement on th:; t bnsis . 

.ell, b&sea ~n toe conversotion here this mo r ning, 
I di rect tilE. t :.!r . ··.enchel proceed along toe lines 
snd - but th:. t - t iu: t • s "s f s r c s he goes . See? 

I understa nd . 
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No further. I meun t hey c an e ither t ake it o r 
leave it . 

Right . Rignt. 

uoes everybody agree o n tha t? I mean no more . 
.• e don ' t want - 1f tney come back a nd say they 
,n,n t s ometbing else .••• 

ll3 

If tne> o f fer t nat , you' ve go t nothing left t o try. 
It would b e rid i culous to go to tria l merely beca use 
y:>U .;~nt ••• 

vo you a g r ee ~ith t hut , J ohnny: it ' s t&Ae it or 
. leave it? 

T~ke it or lec ve it . 

Notning b eyon-1 tha t . 'rna t is , if we gl ve a n i nch, 
tney wa n t c,n arrn . 

• ney Non 1 t bo tht: r •••• 

You go t o tr l<>l l f ne can ' t settle i t on that basis . 

\ 

11 • . • Jr : Yes . 

fil nos : 

H. :J .Jr: 

lJo ;:, •• 1 til thu t t hro ugh I 1 Cl lik" t o s ay sometlrlng 
.. nich I ' ve felt for a long time . I don ' t tnink -
Lnu I Lno~ Internal Revenue- ~ t least, I don ' t think 
t ney .:io - I f eel this >~ay - tha t Intern&l Revenue 
sh:mld go t o t rit. l 11 nd try t o prove fra ud Wlless 
tney 're ~J percent sure thct fra ud has been com­
mitted , and I know it' s tne comoon pr actice t o oake 
out tnese 9J-day l etters and charge freud , asking a 
thousand doll<> rs in the hopes tiu. t t ney ' d get 
fifty , a nd I d on ' t l ike i t . And I ~ink Mr . Banes 
i s in c ompl e t e ag r ec:ment ui th me . Is tha t r ight? 

Absolutely . 

Nor: , I t hink wllen we go o ut as the United Sta tes 
'ireasury a nd cllh rge 11 ma n with fra ud , we ought t o 
be a hundred percent sure that he ' s committed fraud, 
a nd ~:e ought t o be 75 percent sure that :•e c &n win 
tne cc se . Do yo u (llt nes) O. K. tha t? 
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I ao . 

J.na I'm perfectly wi lling to collect less money, 
bui I tnink that the uur~au should be a hundred 
.,o.rcent st. tis fieo in i ts own mind th~ t t n:1 t !llen 
c oCl:l! ltted f nud . J.na tnis charging fr&ud i n t he 
~J-u~y le&ter s becuuse tney hope to !llake ~ better 
scttl~ment - r oon • t tni~ it ' s right • 

.. ell, .Ar • .:iecret <.ry .•.. 

Yes • 

••• Ln tnis pE r ticu l£r c~ae ... 

i:J - no, }lt::....St cion 1 t :ocntiJn th!. s cuse . 
tvL\::>,; • th l s IU-S n <Jtili ll£ t<J dO :lith i~ . 
i~ s .Jtd .. tu.rao - n u, t.ra~s 1\tt::» noth::Jg to do 

r•m 
This 
.Hn i t . 

I in , u..,ht .;n& t I S <- Li t bout ti1e 5J per cent c.1ance ... 

No, tnls is somctning tru. t • s been on my chest for 
yo( t•s . Tt1is case h t·O nothi ng to do with it . 1'h1s is 
~ .u ... Ut ;>c. o1· - a n a ttitude o f the Bureou of Interna l 
" e venue tol'.ord the t • x1wyer . This ct se h&s no t hing 
t.:> u.> w 1 tn i t . I ' ve been td tlng for ~ fOOu o,>por­
tunity t o unbu:oen myself . J.nJ r d on ' t thln~ i n the 
)J- dt y lett er ,;e snoul.: cht. r ge fraud unless you ' r e 
;,. hunu:-ed ;~t.rcent sure im: t fr&ud nas been co=itteo 
c.n .. t rn..t you've got :.. 75 percent. chance, bee~ use I 
a on • t .tno;1 Hnb t t ne st:: tisti cs ore but I l<now tilt.t 
your r tcor u o f vtinninc - I tnink I 1m ri~nt - wnere 
y :>U en• r ge fr~oud is not terribly good . 

.. ell, let Jne say, ~!r . Secret ar y , t u: t •vnen a r e com­
ruenJu tiun f or fr<~ ud is made, v. e hr.ve no ~ lt o;r·n• t ive 
of flxtug the emount of fr~ud ; t he s t Ltutt: fixes 
thh t ;;bsolutely . 

R.,:: .>o.nenJ~> tlo n b) .vh;,:J , Guy? 

Hw1? 

h r.:c o,runenda ti;,n by whom? 

We1 L, i f .tr . Irey • s uni ~ r ecor.unenas considerv tion 
of f1·auJ , th~< t ' s subwitted t o the Gener a l Counsol ' s 

Regraded Unclassified



£5 

office . No.1, our r ecor-. f or 1937 shor.s t hu t ~J~ -
I thin~ i t i s - ccses N~tre r ecommended for fr&ud · 
!:0:4 of those .veren' t r~tcoOI!llenaed for or osecution: 

H • .• J r: ut.r8? 

rldvc.rlr.g : .. e rE. not ; \IJ- some of tnera wt r e r ecolli1Dended for 
,>ros~;.:ution ;,uu Ne convlcttta 5;( o f them • 

.1 . : . Jr : ,,ell then, you convl ..: t eu 52, or 25 percent of the 
C!-SES . 

~e l v rlne : l'>u1. , .:.r . ;:,e..:r c tt ry , l.c4 of tnose Ct. ses :;er e never 
reco~~enoeo f or prosecut ion . 

" · .. Jr: .uut som~boay , ;rou st.;,- , r ccornnendea <JJ ct>ses; some 
_.>1 > cE. so.~ebooJ' reco~Jendea :tJJ c• ses . 

. lt;.V~ring : I' or consi der a t ion &s t o wnetne r fr&ud existed . 

" · -. Jr: "nu o ut of the t - .:ell , who r ecomutended the ~JJ? 

hdvtriu~ : :,ell , t he agent <•no •l r . Irey ' s r epr esent••tive . 

.! • . • Jr : 

H:.nes: 

•. ell, 11' yo u don ' t mind - I t hink I 1m expressi ng 
tlt.nes 1 feeling - I ' m l t>Ylrl8 down a principle; I 
aon• t ~~nt t o go into the utachlnery, but I ' m 
l t ying do·.vn o princi ple, ~>n..i tht t is t lu.t ;:hen the 
1.inited St ;,.tes Tl:'e:-sury - the Uni ted St:. t e s Govern­
m,;n t ought not to chc. rge a citi .!en .vith fr11ud unless 
~e •re h hunure~ vttrcent sur e thct he co~itted it. 
ll:>;; , I u.:>n ' t .<no•·• .vhcre the '""mn thing sts.rts , e nd I 
·'" " 1 t be here l olli: e nout:h t o lt:E rn . You .tnow I ' m 
n"t int~rest,;c in tho det611, but LS to a principle, 
~n~ .:r . a.,nes c~n t :.l.t f or hl•nself, r nd I f eel thi s 
ve ry _-teenly . I don ' t KnOI'I .mether you (B&nes) ,,·ant 
t o tuJ s.:>~~thing t " tha t . 

I do l•&nt t o llO.U some thing to 1 t . It 1 s t his : I t illnk 
we ougl1t t o explor e - ee t some f acts a nd f i gures a nd 
d~; t 11 on the numbe r ol' c t.ses thu t have been brougnt up 
.11th " recommendation of fr6ud on them. And in thot 
connection r •ve been thinkin:: for a l ong time t btt t i t 
might be well f or us t o explore tne edviss bili ty of 
ooving people on from t hb t fra ud section tnBt hllve 
been toere ten o r fi fteen years, a nd l e t some new 
r .. ces ge t i n there; becc. use I think a man the re 

\ 
• 
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beco.nes jus t like &. a1str1ct. u tto rney, •,yno makes 
Bn awf ul poor j udge - he ' s been pr osecuting cuses 
ror so l ong , ne just is ll br.a judge . And I tb.l.nk 
if .1e •re no t moving tnose veopl e on - I think t hey 
o~nt t o be r o t &. t ed out of Lhu t d ivision , so you 
aon ' t 5e t f ellous who are chronic fra ud fel l ows, 
t hr t •s all. I thinK it 1 s u good &amini str a tive 
,1 r ocedure to :nove t nem o n . 

0 
!v .. r!ng : .1ell , lie 1 r .- making ve ry for. a r d steps in this 

aecentrt.l iza tion on this ve r y subject . 

.•• • Ji-: .. &ll , I wanted t o !J!t this off my chest . 'l:e 1 ve 
been t~olking cbout it - I go t it o f f my chest; 
yoo ~<no.• now I feel , rna that ' s thEt . 

:1 r.e;; : I 1 d li.<e to g et Guy - I' u liKe to hove a t ell{ .1ith 
Guy r na get some f acts ~ona fieures on tnis thing 
c nc. find out just hoN they 1 ve been ;>r oceeding L nd 
l tJorn the 1m ol e :n~ochinery . Then we 1 11 reJ>or t beck 
t o you wur. t we do . 

!t·•:r: I ' d li .<e to Ulc.ke on e s l &.temont, i f I may: thc.. t in 
6 11 the fr:.ua cases thu t have passed through my 
o f fief. , I hr ven ' t :me ti.ne recommended fra ud unless 
I believed fre ud had been committed - no t i n one ln­
st~nce ~~ess I non~stly believed it • 

li. · .Jr: 

H1 nes : 

• 1.:> .. , &s t.:> t.&.A cuses in the sense of fr&uu t a x c~ses -
.e m.ve only ;>ro:;ccut ion cases, wnich &re " very small 
~ercentage of f r llud cases . 

I thilli: tne Secr ctt>ry and I L re bo t h r e f err ing t o 
tcx c &.ses . :;her e lner e is e cri'llinal c ::cse there, 
:te n<.ve nod esire to go into it - your crimilllll 
ct.ses . ::e• r e t~:l.-ing ~obout wher e the t ... xp&yer -
11here y ou think there 1 s a t ox due ~ nd you just 
simply a ssess 1. fru ud t.u a ld on d a bet in the col­
lection o f the t ax . 

Thai ' s what I mean . 

Thct • s Nha t I ob j ect to . ;,nd thr. t becomes bluckmail . 

hElver !llf : Ve ry little of that is done . 

o:!Lnes : .. e ge t t he other s i d e of thllt . The taxye.yers tell us 
bll the time t tu. t this is going o n. 
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Oh, Guy, 1 talked to s oroebody h ere six munths, o 
yec. r ago ; they s a id in or de r t o get the money 
t ney •ve got t o put on the fraud . I don ' t ~now 
.;ho - wll lch o ne o f t ile lh~')'ers I "' ~;s t 6lking to. 

I didn ' t say that . 

"l'lhy , s ure , we ch4 r ge t hem ten thous&nd, ~now dnmn 
.,eU we ' ll only collect five ." 

No, we turn them down, Mr . Secrete ry . We ' re 
turnin,; anothe r case agains t Weiss down - I 
turned do·.m last Neek, r eraembe r ? 

~es , l:lJ) case . 

·;eu, 0 . '< . ? 

.!r . Sec•·Ct:lry , ao you :mnt t o t lil.t wi tn Guy aere 
f or " minute 1;0 bout t uis r~emornndum th&t you usked 
f ur on t he c..u estion of the exempt st::> tus of 
or g•.ni:.:o tions? ~ou sent me & memor andum asking 
ta:.t .. . . 

"ell , ull I ... ant t o s &y i s , I waut t o kee p pushing 
th~t , I w1.nt to clean it up , and then I went t o 
st;;rt over &g&in e c.ch y eLr . I went t hat thing 
cneckeJ once & ye&r . 

dunes: liell , I • ve g.:> t & J an uary 16 meoor E<ndum here from 
111.1)· • 

. 1. .• Jr: I me1m t hat ' s t h e point - I thillJ{ if t hey ' ve 
cleu ned up t he ol d one , t hey OUt!ht to start agv1n, 
a nd these exempt organi zations s hould be checked 
e very y ear . ~very yea r . 

n~lvering ; Se ve to go t o Congress t hen. 

il •• Jr: "ll rleht ; it ' s a ll right • 

.. tr.es : Have t og et another r. ppropriativn , Gey? 

U. ~ . Jr: I don 't knov: 'ol'hether you ~eree or not , but I' d 11k!'. 
t o see those things checked every year . 

Hbnes : '-'her e ' s an a ;vful l ot of them - 29, 000, I g uess . 

87 
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.:el l, there ' s an awful lot of exe:'lptio::s , too . I 
rA•H n I think oHJ.en tnc)' mt.ite o ut their income t£x 
i ttey don 1 t al& ite it o ut . It mby be Lnpossible; b~t 
mt• ybe it ought t o be d one e ve ry t .vo yea rs . But at 
Lt~at think <bout i t, wlll you? I don ' t see wby it 
ur n 't be done e vt:: ry ye&r . 

'1ht::.'<l 1 S vne thin;; I ' u .llo<c iu s ry, Ar. Secrettry t o 
:.:~ . t!-. ncs : •:hen the:;e 0 ent lemen come over here ' 
.<. l;,ir.;! c. bo ut tnis , t uf.t t. nd t ue other , t n<.t ... e 
-::!..:;lit .• now - if 1 t 1 s st.ni )V(.r t o us , we 1 d liite t o 
.l :;r;.i.;.ltt:n it out ritn tt\c• bef.-r" the;; get off on 
tnt.;. ;r~llb i \.JJt ovc:r nere . 

. h;l r.in~ .1n e:. t ? 

·. et:, rettlt:r thbn n;;vin& l< c onsulttotion about t r.x 
ct.JeS over otr~, I• u lio<t. t o ht ve tne~ over ther~ . 

"llt-in mec.nine .:hat 't 

I thtr1A Guy me& ns there is eha.ys cnoche:r s ide t o 
tne :3 t ory . 

.. (.ll , :rvu •ve got to be mon. St)ecifi c . I don ' t .mow 
w:u t you .Jeun . 

Ht ut.:~E ns .. uen :. t&Jo.po.yt:r comes in a nu be-lly-~ ches 
t .J J o imny· "t.out unf&ir tre;,tment, he ' d li.ce to heve 
lin o:':>ortuni ty to ;Jresent th~ Bure£u1 s side . 

o.e t 1 ,r_y s c!o . .. e never t t 1« "1th the t:;xpLyer 
.. itnout :;. WJLn from your aep&rt!!len't ov er her e . '"e 
~ ak Phil .. enchel t o s t:no t he c t :;e right over here, 
t r. .. .Li' the t:...xy>y6r 1: nt:> t o t.t.l~ I oon ' t think, 
f o!" inst.l.n.!c , ~ c:;n be l'ut in the ~osition or 
Jl )l ing , "If y;:u thln.<{ ... vu 1 v c .;ot £ gr ievcr.ce, go 
\.-n11 " r•~ settle. it with the fello 11s you ' ve got 
tne eriev~nce <..,;t inl:lt . " riow ~>re ,', e going t o know 
,,,k thcr nc o s got L e;rit. vt nee if ne don ' t listen? 
·~ne Secretc.ry hu& SIJid time <.nd t ime eguin tile t 
11' rr.y t ax,.>&yer fe(,lfl ne i s n ' t getting 1. f&ir 
UEl' l , " co roe &nu see tJe . 11 

'lhvt ' s right . 

'Iolrt •s toe svirit, it seeras to me , r.e ::&nt t o c t< r ry 
t.lor.g . i.s 1006 ;.s L memb~r of your steff is here 
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..,lcodins your side of the c tse - the Secrebry 
doe.m 1 t het. r, ar.d neither do I, rny t&xp&yer 
.. J.th.lut ~ t tne s&me time oet.rinr fro:n your wa n . 

S~ it 1 s Just & ~uestion - if you w&nt t o , I ' d like 
t o ~o ~ver - I pcrsonLlly om tryin6 t o lea rn; I' d 
Ju~t t~ 3o~n t.O o ver t o Irey ' s office- I'd Just t s 
soon w~tk o ver there t o the Internbl Revenue Eurenu 
u1u »1 t. c.h>1·.n; so wnen 1. fe llo.: comes in here nnd 
t~ U& UIEl 1. ;> tory like ne did on t his Detr oit c nse, 
b;,. C.vu , I tn t nA we ;>ueht t o listen . I' ll sweot·, 
,, her~ 11e d i d ll f ellov1 e n inJu s t i ce like t ht. t ..•. 

:.IcGrt<gor • 

.~lvtr:r~J> : I 1 ve n .. v.,r ne~;rJ of tue •:cGr tgor c;.se . 

••Llc~ : I b~lhve if I hMin 1t seEm tha t tr.xp~yer, hc •o s till 
be a JJ.sgrunt.led tbxptyer 11ho "e 1 d s t olen f.J JO , ().)0 
from. Thut 1 s my own fr8nk opinion . 

.. cr,cucl: I ;,g rt<e .• 1th ;,•ou . 

f!• :.cs : I tnirut evet•ybody a g r e s . Event he Dep;,rtment of 
Justice, ~h1cn b 1.0 the c tse - the f e!lo11 who vt FS 
.. or >: ing on the c1.se s~1a , "Gret t God, llr . Henes, 
I o~~~ we ~on •t hcve to go t o co urt wi th this one. 
r·~ LShb~l!~ of the Oniteo Stt t es Gc vernment for 
th i.s t r l..:~t . n 

Hl ne~ : 

tnc~1tl: 

~tt r.~s : 

H. J. Jr : 

'l'hi:; •lb~ I r or .:otten m&.n . Thu Treasury h&d cnoneed 
tll~: rult; ... 

!lo t o nl y t.lu. t, but he <tskeo f o r t. conference down here 
>n:i th!; curet u of Inttrml Revenue ;lBic:i nov ~tent1on 
t o h!~ rec,ucs t, did they, Phil? 

~hEt 1 s rignt . 

They s ent tne notice out to the field and b~y either 
t ore it up or something . 

,;ell, I thlni< you dlo a sw~tll Job on thst, but llr . 
Helvering - why doesn ' t Helvering know &.bout it? 
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Dtceuse it .ws in the De.u rt:nent of Justice , :.: r . 
ec r e t ;;.ry, a:d it h~..1 pLlSCO !Ar . Helver ing . 

Yes , but it II'&S :. -.ue!ltion of ttlis f ellow down t he 
line there . .• 

unut I ' m g ettlng ::t - Wbl t J ohn s t !l tes , th! t the field 
.: i vis i :-n elth, r tore it up o r sometiling - I ' d like t o 
.<n ~ .• ~:bout th<> t , so I co uld .mo~> •.Yho did ttu: t . 

I t "" , n • t t orr. up , 1 t wr s lost . 

.. ;;t ... , cnc:-c i r .>till - t here ls a missing llnk 
" ~e·.: e t•;, tnb t tn .. Co· '"<n lssi ::mer of Iaternr 1 Revenue -
s>~e~nin& r~ur il ne ~Jesn•t ~noA ~b~~t it . 

I tn n ..:;ht Guy •ll s fully ~ ,>,>rise:! · of this . 
be.t<lt worrl:inll •.>t• 1 t f or t tu·et months n ere: . 
tnl.n" tlu t :i<Julu pu$S rl6nt l.>!<CK from Phil 

r,e ' ve 
I ....-ould 
to you . 

I f there is • n agen~ up ther e ti1e t t ook tni s e t•bi­
tt•t ry & ttituJ!! , I 1u li.<L to %no.v·1.no he is . 11o11, 
ri~;ut this Minu tL is t n<.. first time I ever het.rd 
1 b..>ut t he :;cGre~;or ct se • 

.. ell, Pi:lil , y o u sho ulc ru.ve brougnt it t.o the 
C->w~issL>r.»r ' :, 'ttentl.m, bo:ccuse Mr . Oliph~nt • nd 
-r . •. e:c..:i:l.tl ~nd toh' Dep&rttuent of Justice - of c ourse, 
1 t 11""' <.11 pLsscJ out of your h<.nds . :.'here 1 t wt s , 
ret•lly - Ptlil' s not to bll>!.e for it, bec~use it was 
over in J orris ' s dep~rtment . 

It w~o.sn ' t in our of fice; 1 t .. & s in tne DepPrtmen t of 
Jus t i ce . 

out ell t he m1st<kca d i o occur b &ck in your office . 
I thln.< & r etl lieht - y ou (Helve r ing) should u8ve been 
notified ubout thnt . 

C.:mla ,;e do thls - posstbl y the t 11o of you get 
t Jg.,ther ut tnt! curliest time, so e.s you do these 
tulngs for tn£ office o f the Secreta ry end if t .. ore ' s 
anything - th:. t t ut..>wt tically the Co!IIT.lissioner 11ould 
b E t-d visec ol' e nythlng th~ t bs s to do with Intcrwl 
Revenue . 
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HI to~,; Cl Sc '.: r • OlljJh Hot - ju~ t. before :.;r . vlipllt a t ' S •u tu., n t.: tUtu ~.,r it~cn " .,t wor unUu.r:l 'Ml 1ch I ~ ~!:~~d .......... c -.~ •• t:: lo ., ~u (Hc.lvt; rint,.) i n due cour~e ?f ti.nc , ~ l tu >u:; h 1 t .. ;;n l turouen Phil WEnc!1e l ~nd I b cli ~o ve t t n~o De;.: r t.-ent of J uJ;;i ce, u'-a l t no t ? 
el_ , .. _. tJ t r ... t.imt. k - vli:>h' .lt J i eo h.: ""s .:or!(ing n t c11:. :•~c - •1\.: : r'IU I t ..:lgbther .. t: r e: •• o r Klng ~n t--.:• ' nt t.. .;..· th~ r to.~ ult ti..;:n!> . At-o it. so ,u. ;'entJ t lv t t.Ll.!:. 1..~ A:'t y~1· c.nt. lll ~1.11..a 11t 1~ h i s t c..x , so th<.. Cum­.ls"L•B ,. , , f i'ic e l -'" t ~t t. ubn , set:; tiKi t u<.n m· ~.o~"' :n t ue a,i~trict ~)urt . 

~~ "'-- t-: .... :u..::v tt' !..£0 C"-U 6tt t.Ot,Ctu._ r . I 1 u ,:ltc. t ne ~isc~os:.~ ta~~ Jl,ce . but ~J t o the J•r lnci •le, l t :t -'J a;iin, tne . rl~ i~l~ I 1~1~ do~ tt~re 11 ... 11 I r lr•:; t Ct.;.at:: ne r c - H~r.e.; 1~ iltl,litl£ r_(; ct. r r~· it JUt - t n· l ~n .. t( :-.~t ., tr b.o m ~ot~ l.o ... tl; in .... r ~Jfi" l ...:t :....na :Jt:;.(: us , tt nv tu a i.. c v1n1Jlt. i n t , Cl . .t.L cc,:nc .:. .. ' ,,_ .;"" c r ao~reSI:'r:tt ti v<. ;)f t ne off i c e of t he .,.F.cr~tL r., o f t nt: 'l retsury . r-;o .. , 1 ' 41 not. stein& t nem just. no .• ; Hu e.> is . I f t.lc, ' l' o r.;Jt s: ~l.liL.: .it.J .n.r.t., , t..a .... c~n ~...~:ne t.JS~E r.:te . L1,.t I tstrtlisnt.d ­I s :iu iL ,.>Ul:: ll..:l)· , I• v., st i u it Ln s.cEcl.es - t ltL t 1 ny t < X!'>Y'-r n~ n~s , co:n_,l: l nt - '>i, nt h; t.n e ''>l"Y"" or t n .. 'I r ut sur y tm·t nt-s : corn,>lt i n i -\!E.:l t. l ;4. .~ -> :>~ ~ t-1 t ue. r r.~ =E.lf' ..>:" the '-=n~~r -·ccr l tt r:, ,r '""' o r' 1.n" ,.ssi:~ tE nt Seer ,. tt r it:s . I L1 ici th~ t 1; .. ti , it .... I tnlnA 1 t ' s t b~o'.J ,.r i.nci.~. lc . No'.. , i n d;clr~ tne;;; .. , .. o,ll e , if .. c ' r e convincLu Lucr e ' s '• tih~,,~ ,.r >rti i n yvur srn;:. , l t 1 s U:' t 'l us t o let y..~u r.r:..J .. elu. .. gi \ e j ..,u L cut- nee t v t.n!: .. E:.r before. 1.€ ..:.,j·J~.,. t.J'" conl:lusi~1nj to.u. t ' .:; t-11 ,')U .v~r.t . 
Hut ' s t ll. 

'•hld, 1s f t. i r, UlU r •r .• sUr € Hc nts r.oul<. be th6 f irs t ne tv S'-:.' S'J . 
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accor~. 

I t 1a ~lllr atipoalat..cl ucl -cr..c~ \ bat etrecu ... 1IPOD u. •trT 

92 

ot tba Bo&ri'a dec1a1oa, ~uu- aJ..,.. t !l. r..wiet1-a, 1.t _.,, 

-t&iMd 1a tba appllealll.a ia*-1 .-..-. &Gt w acta, • t.ba --t. 
oad c.oll•cUoa at aa1AI clat1G1.....,, pl.u iat.ar .. t u pNndad 'b7 :a.. 

) 
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a 1o web>' •tMll1 atlp&l&tecl ...., .,.....s tbet t ile d.rtcliMl•• tOft 
the roo~ctin JMrl U..Obed 1a tile a bove oue, tocetbar with ~tiee, 
oro u followe, aDd tbet ~lie lloerd MT •tar U order I CCOrdUil.7• 

I!!£ J)tt1o1•p p>pl\7 I! tal 
1929 • ~5-5) • 212.71 • 6)8,)0 19. 2, 27),86 1,136.93 3, 410.19 1931 21,615.1.0 10,41.2.55 )2,527. 65 19)2 1?0.24 435.12 1,.305·" 1933 5'16.00 288, 00 ~.SI 

• )8, 746. 10 

ot the Boord ' • declaloo, pet1Uooer .t••• t he r .. tz1ctlooa, 11 uq, 
COOl!Aloed 1A t be applicabl e la\erlll&l r•••au• ect. or acta, ea tbe aaMII-t 
&ad collecUoa ot &aid de1'1c1•c;r, pl>u lA\er .. t u pro'tided b7 l.P, 

•• 0 • 
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~AU•~ OD<-napW 0111~ eo., Doalre~ IJEU, wu M\U .. • 

rebr1W'7 191 19)6, 1a •• Or~ La., b)' t M ""•1 ot a •tlpalat.&a 

t t.t • t iler• 1f • cl.rici•q 1a , ..... al tao- ..... - tr• uu 

peuu .. er tor tba tbcal .,..r ..ted louebor 3D. 19~ 1a tM-' 

or &s,600.ao.o. The Board ft&7 .. tar an order aeoord1~l¥·' 
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Tbe -t. conr .. tbe ..... llf"lU~ (att.r a4JJYW.t b)' an -,_ 

or certah de(uetl"b 1taee 1.-Yol.nac aecouat.ia& ltaee, plu u. ~ 

r .. ud peoaltJ 00 tbe adJultad tu UlblUt,r. 

I 

' 

·. 

' 
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.1. t:.it ... t toe:·t .ni~:,ht b<. so:"'- slight d lff.:ren.:e of 
. ••. lvl : ~s t" .t..s \. ,,b ;. t the ;reniu:n is golng t o 

1:-e, b.Jt tact • s ul.nor, in eff &c t , in t his j)trticulc r-
- tc•~ . 

!m. t l:>0ltS l i~t< <.OOutO • 

: t • ~ ,_ent:t rica, but you coulu ..Jt:<e •.. . 

( vn . uone) 
I tc.lR to? 

.. h., t ' s the fello .. '.l neme in t n£ Feaer tl 
, nu tf.ll Jr . I!~Jnes we ' ve s t 11r tcd . 

ulnce i t ' s t il <: fir s t issue o f t his t ype , I would 
tuitL< 1 t ' s bt t te r to huve the added m" r g i n . 

•In< t u0.os a n .,l61lth uuoun \. to o n <• nundr t;d mill i on 
. u r .-ivt ye><rs? Fl gurt lt . 

'lou .,,etn 1n cost? 

f.ol7 ::meals c.n eight h ? ·.n~> t ' s en d ghth? 

t 0 :ll' t tLi r t ; -s~.oconds . 

Fi~ur~ it f o r f ive yevr s . 

Hunes will be in l.n t. mow,nt , 1-nu Bel l i s on tnc ,;cy 
t r..>und . 

l··o: one yea r it woulu be $125 , JJJ ; f i ve ;,·e11rs i t 
.ould be ~6~5, JJJ . 

" l"E yv u s ure lt ' s 1::5 and not 12~? Ar e you s ure? 

I t ito ul-. be f iv t< - ... i&ntns f or tnt f i ve yer.r s . Be ll 
... 1ff trcnce 1n cos t of ~o45,JJJ f o r the five yec. r s • 

' 
• 
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~ee, , ~u • a be p~y1~ Q million tno • n&lf interest 
~ t one ~nti u n"lf . 

out j 'cJ U tnink i" neeos thtt. extr a e ie;hth? 

;;ell. , tne m~: rket is b ~ s uch 1JeaK v~lue thr. t it could 
very .. ell s liue uown to wnere 1- J/8 woul d b1.1 belol'l 
.•E.r , .. itnouL seri.> us ret t:tion in the mt r ket . The 
o<. rK~t n"-s cl.lmbeu u point ,, ,\0. ~ nalf to t .vo point,; 
in tn" Last montu ~ nu a hulf . 

nell , ll£.5 tuis thing ••.. 

:1 ,.s , it h~ s .11 t tne Gov(.rnoents . 

••n.: tn.-rt- ' s ~ fet.lint; of un.;:oort>.inty >.round - tile 
ft ct tr.L t no Jne c;.n .Jut their fillber on •ny this 
.n· ru: t h; s ~;;o ne do1m . 

(Bell c o:nes in) 

iliu L is tne ,[.,;.d lin<l wt n" v" to make the price? 
.'her. ' :, tltE. ue~d.Line , Du11, tm<t ;·1e •ve sot to price 
tnis Un: te.u Ct< t<:.S Hou~ing? 

·••ll.l, i t """''t t .> i:JO J Ut 1 s eurly t ilis aft urnoon 
;... .... ro s:;ible . 

.iell, ,,e bct-.;tr .t.i t w;til E>f t er tne o:.. rket closes . 

i n: t' s t ae ret.~ot. I : .;kec JOU t ne •. ::.esti:m this 
.:1\.: rn~ng . 

~ne ~to~.c c;;:.r:.tet i:. ol'f tnrec j)Oints . 

J f ~ourst:, t la .:u uvun tll:):.s t'or · .. uite " little 
,, ,.c,k.nes,; .i.l• tht:t uw rKcL . 

I ' .n trying to got Sproul o n the wire . 

I t n1nK if y ~ u ' d r.u ku 1L out for lL t~nt! t hon let ' s 
;IG.i t until the rubrket closes t.nd t&ke £• l oo« at it . 
II iUl t? 

~>ll right • 

•. rte r &ll, b hundred r~ilL1on is to nun..r ed m1111on. 
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Jl' course, you figure - whc. t do yo u l'igure 1. ~<ill 
sell f or ? 

Ve r y juicy premium . 

If you fellows '~ere in h e r o: - if you f ello,o1s come 
in h er £ &t ,3 : 2J , we coult.l settle this . ..e •ll get 
t he mt•rke t rep.>rt . 

) : :<)? 

Yes . 

Jn~ t n ... t:aret-E16htus ;:;>Up;)n woula _1ve lor.y· .. a er e 
i't·~!l •nree-~u~rters t o r point, on oy estior t es . 
r n.u ... r;,..: .illi;>n will .u ve sucn <' sc&r city v&lue; 
,1. ·•ill bo,::.. little. oit lowo.r .i.n tnt c&.lcwEtions •.•. 

.. n&t "' y is t;hls ofl'e r ec. , on .. ecnesd&.y? 

Ye~ , tHe. onnounc euu .. nt .. 111 be lleunesduy morn ing t.ml 
lt 1 ll u;, u<.teu l't.brut. r y 1 1 .~uich will be ~bout :.. l'leek 
rro~. t hen. 

l t lllM bet ter t<.ltC :..nothc:r l ook Lt it ;:.bout J : :<J . 
: .1i:; fello .. a~ :;;n ' t tl.leo~n..,neu . 

1 ,..>nuel' .;m t tnt nell ' S tu;, mt tttr . i th t he ..,tock 
~t r~(e t.? 

,,ell, th.,re I S iJeen SOli€ rtcCtiOll eXpected in the 
:n rket . 

•·ny thing in the & 1r, ao ; ou. .!no.,? 

Thc, r ..unor ' s out - or, tne e:Kpltntotion for our mtrke t 
gotn:. do.m is bee:.. use London · en t down before ours 
openea ; c: nd i f y.>u r eud the London r.ccount t hey sny 
tnei r m: rke t .ent uown b ee: use our m<- rkEt .ient uown 
S11 turday . 

! he uutch gullt.iet· :11 s very weaK t his mor ning -
revtving r wuors th~ t tro uble wlth Germ&nj' :,J~ y come • 

.. ell, ne •• or uer:. t. r e ao•tn 1.1-:.i " lot of ,eople - 1'1mes 
ln~e~ i s o ff ne£ r l y thre~ point s . 
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" · •. Jr: 

"dl : 
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( Hanes come s i n) 

~his is t he situation, Jonnny . This o. s . Housing -
.. t.

1 t•t; r.ai t i ng to il~:& r from :.1~ tteson - I mean Spr oul. 
One ~n~ ~ ha lf looks pretty sweet, b ut on the other 
nan~ - it ' s lJJ million, 0 . S. Housing - on the other 
mn_, , the m~<rket ~as off t "o points Ssturaay, it ' s 
off tht·ce point s now - th10 stock o&rket - ond wo •ve 
tlLo ;. terrific r ise in the bond market . So if tile 
b~na "'l' •'kt:t would get anything like t his , we ' d need 
~h~t . .. no it ' s a new issue ; l'le 1 ve neve r offt~red 
unythlng l ike this • 

.i.na the Feu nas bought 5J ~1ll1on notes in the lest 
t1;o weeks; tM t 1 s strengtheni ng your whole note 
Jlt.t•ke;t . 

I tolu the bo)•s I ' d get Sproul on tue ;;-ir e , onllke t. 
-,uil.:l! l.!htco< at 3 : :GJ - snt<rp .3 : 2J - ~no B~:ll could 
.. rite tnis t aing u.o for l.l" t.nd .• e t&ke r. look ut 
tho mto rktt tne .•ay she clo~es tonight . Unless 
something ou t of the oruin1•ry htp,)ens , we ' ll let i t 
go . Bu t ne 1ll wait until >•e !leur from Sproul. But 
t.nt. t ' s a.Ll r ight? 

l t SOUIIUS 0 . K. 

Is tn~t ~<11 right ? 

One Lnu t h:.lf seeos ' .vfu.lly s Neet . 

Yes , but then you eet down to 1-.3/B a na tnere •s so 
m~<ny ummo.;ns i n the thing; tile t 1 s t he only reason 

Jlt tno prt.:>ent moment 1-3/8 would be &11 right . 

n~Vb the lebs l bvy~ c l eareu tOis? 

Ytos, &nd 1\eys&rling ~:ond :.l&xey , of tne Housing 
huth,rit>, m•ve in1tialleu o circuls.r .. itn, of 
courst. , t he r a te bl6nk . They unoerstand tnL t 
it will be &round 1~ . 

But - I mean t hat ' s o ut? 

It •s 1111 set . 
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,, . . Jr: 

·• . . Jr: 

.,; .... : 
l o • vr: 

ti . • Jr : 

!)""11: 

ol •• Jr : 

.. t!-. : 

I ' ll get G<1ston to CIJilll< in nere . ..e vUgb t t o ge t 
,;v:~"tnin;; J ut t onight . 

(un .:'hone) Tell Berber t Gt s t on to come in. 

lt .er~ ' s been no l enKs on tt1is . 

1nct 1 s t oo bLd . ~&n 1 t you ~rrange f or ~ nice l ittle 
~c.t i<.? 

.. ell , derbert' s tilt! let.Ker • 

.• e ' l - ~vet. four o ' clock. I uon ' t t hinA .... 
•. e ' l~ .:e t G&st~Jn . If •e cbr. 1 t g., t .tdhn S:roal, 
no use t;,- illb u., evuybouy . 

( Gt. s t on cor.a:z 1n) 

,,., rber t , tbis blanke ty-blvnlt ire~ sury is s uch nn 
01 s t er t n: t t ne r· e ' s btHm no loe.1.ks on U. S . !:lousing , 
tnu ";e 1re going to me e t rgt in e t 3 : 20 . You better 
get t he h .c t s a n d I think we ' ll have" little 
t•ele~.se " t four o ' clock f o r the boys . 

I t n .)u.;ht y .JU :t :>Uld ~Lll t nc::: of fnL nd you were going 
tO get out - r .;,t .lUt t ht. for:n~. l s t-. te::~en t to:norroll' 
~ ft.errcoor. for .eanesd£ y mo r ntng ;>eper s . 

'rhc. ';rc;LSur)· .-.c.s so clos~-:::~.outileu; .,..tst es lec. ve 
r~ve ~ little leaK vn it . 

I ,;~o,; ~u~t t;-lr.il'IG t o so:;1e of t.he boj s . :ine only 
ie~ n: H&S ~!')( r ently from ttu.rE . 

.. ell , we ' l l sey something L t f our o ' clock. 

All r i&ht, Dan . I don ' t went to tie everybody up . 
I f you fellows come b : CK at sha r p ;3 : 20, end I ' ll 
check with •. • • 

•lhy s houldn • t tha t ge t out now 6nd go oo toe t icker, 
tnu see if toer~ i s cny Eactiun by ) : 20 . 

I meen sLy it ' s L 
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" nunared mill i on dollot's? 

In the mea ntim6 Gove rnment llonds tcre off !inotht:r one 
to t wo thirty- seconds . No pressure, but t hey're 
selling - they ' r e s e l ling t.(loinst the stock ma rke t . 

,, nunared million lial!Grs , f i ve - yes r notes - go into 
the m~rket . 

Jr., pr..,t~ob ly Nauh!n 1 t 11{ ve tony effect, but you might 
Jt:t ~v~e little r~L~ti Jn to nelp you . Lon 1 t thinK it 
~.>es ;,. !'!)' J~r..J . 

.. u. :-.:..;at . H.::-llo:rt, will )'OU tell tn<.. boys it' s 
,(O!.Il!; t;J be '- nunurea mll.:.lJn t.oll<. :- issue , Febrll2ry 
1 , fivE - ye;,r n"te . 

D<. L::-. .n~unce..: ,eJn-=.:; ... t y . 

fivo:-Jecr note, int ert.st not ~t~tea . 

•• i ll ;JU t.e 11 tnera? 

):es . iie ' ll ml:li<t: r formtol a nnow1cement ,.ec.lne. sday 
llJvrning . 

~>ll rigat . 
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RE U. S. HOUSING ISSUE January 23, 1939 . 
3:28 p. m. 

Present: 

d • .I.Jr: 

llr . Banes 
llr . Bell 
l!r. Lochhead 
!lr. Haas 
llr. Seltzer 
!lr . Hadley 

(Telephone conversation with Allan Sproul attached; 
discussions held wi th above men during pauses in 
conversation with Sproul form content of this 
transcript) 

(On phone) Just wait a minute, will you? 

Spr oul: Yes. 

ll .. l . Jr: 

Sproul: 

Bell: 

nadley: 

l!aas : 

~ochhend : 

Seltzer: 

Hanes: 

(On phone) And we ' l l settle it right now. 

Yes . 

Dan? 

Well, on the basis of these prices of this morning , 
I'm in f avor of one and three-eighths . 

One and three-eighths . 

Same. 

Prices sey one and t hr ee-eighths, and as long a s 
New York is willing to say they'll go along - t he 
dealers - tha t removes the ob j ection we had. 

I ~eel one and three-eighths would go. I ' m not 
afraid of letting people make money on the first 
of a new series, giving it a good send-off; I 
wouldn ' t object to one and a half at all. 

I'm learning t o go with the 111ajority here. One 
and t hree-eighths sounds a ll r ight . 

• 

H.M.Jr: (On phone) Did any one of the dealers t alk nbove 
one and three-eighths? • • • . • • . . . Just a second • 
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d ,., , Jr: 

i>~ll: 

I! . ·~ . Jr : 

i.~ctm;~: .u : 

S~ll : 

ll . .o . Jr : 

3ell: 

H .. J. Jr: 

Lo:hher ct : 

H. L Jr: 
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:.ll r ight ? 

I t sou nds good t o me, Wlless this o the r t hing i s 
ln t nere s trong , a nd something l i a ble t o ha ppen 
t :>:nor r oiV - this f or e i gn situation . Ar chi e • •• 

Do you w&nt me t o t ell .••• 

J us t n -> lu t he wire, plea se . (On phone) 

Kn:>tCe .vas speaking t o the bank o f Engl and t tU.s 
morni ng in r egt<ra t o t he um:er t ainty on the othe r 
s lue . The B &nA o f ~nglund sLys tha t the gener&l 
IIU. rtCe t int erpr e ts the o usting o f Sch~c:tt and a 
couple o t h er s - ~nd Bessing f r om t he Re i chsba nk 
tle s :c l so been ous t ed - they feel t bEt t ' s ~ sign of 
des9er a tion on the p& r t of Ger:nany, t nst t hey c a n ' t 
~o alo ng f a rthe r in or d inr ry , orthodox ~anner; tne re­
r or e , tney ' r E on t he way d own . They a l so f eel t h11 t 
Uer c:tany, being in t ha t positi on, migh t i n desper btiOn 
t ake stronger a ctions . So t ney thi nk the t ' s t he 
f e e ling t here : tha t they may t a ke str onger a c tion . 
" nd t he r e~;son f o r Holla nd going down i s thli t Hollt•nd 
i s very ne rvous, r e e l ing t hey ' r e firs t o n t he list, 
1f Hitl er is go ing to do a nything on t he West. 

Tha t ' s a little b~d news , I t hink . I mea n t ha t 
situLt i on a nd t h € lnfor~o ti~n you ' ve got t he r e i s a 
11 t tle b&:i neffs . 

·~ell , five a nd a ha l f' ;>oints, Rn d tney s t ill s ay 
o ne and t h r e e-ei gh t h s . 

I me"'n s u pt>osing t omor r ow or \'. ednesday mor ning t hs t 
Germt..rs ·r.ould :ne rch . 

On, no . 

I do n ' t think they • r e l o:>king fo r c ny t hing i mmedia t e ; 
they ' r e s till mt .rk1ng tlone Wlt11 Apr il 1. 

No . 

(On pnone) Hello . 
toe s treet account 

/lhr. t does t he s treet - hoN does 
. . . . . . . - e t c . . .. .. . 

(On ph~ne) -. ht.n.t )'ouv e r >· mucn . Good ni6ht . 
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a~u s : 

a.II.Jr: 

Bell: 

Haas : 

Yr. Secretary, that's as good as 
sort of an issue, but if it were 
we ' d probably get away with less 
see, they ' ve got .... 

Tnat 1 s all right. 

you can do 
a Treasury 
than one. 

on tklis 
issue 
So , you 

Of course, Treasury issues of notes would be 
fully tax-exempt. 

Tnat• s right. 
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January 23, 1939 . 
3:28 p.m. 

'!::Jr: Hello. 

'perat~r: llr . Sproul . 

'-'::Jr : Right . 

' : Go ahead . 
Allan 
$!)NUl: Hello . 

:r~Jr: Hello . 

~ell) , ~ . Secretary . 

:!::Jr: ·1ell, what. happened t~ the Gover=ent Bond market today? 

s: -ell, it -- as you know, was quite wea k thi s morning, 
but caught. itself along about the middle ot the day and 
is a little above the l~west today now. The mar&et. says 
they are concerned about devel~pments in the European 
si tuet1on, and a l so tha t the market was a little topy. 
It had a -- quite a ri se anyway. 

H:!Jr: 

S: 

:.::~r: 

S: 

::::Jr: 

il:.:Jr: 

5: 

S: 

\ 
":ell -- well , wh11t. do you recoomend we should ) rice it{ 

On t hi s new issue? 

Yeah. 

iell, •·e ' ve had a chance to cound out the market. now 
since your announcement thi s morning, and the market 
thinks that one and a qua rter rould s el l lt. ~ re­
c~~endat1on -- our recomoendat.ion , horever, would be 
to give yourselt·a little factor ~t safety, to m.~e lt 
one and three- elgbthe. 

Oh. The market eaye one and a quarter ? 

The market says one and a -- most o f the market says 
one and a querter w~uld do 1t. some say t hey 'd vote 
tor one and three-eight hs. 

Wi th one and t hree- ei ghths you ' d fe el comfortable? 

One and three-eighths -- with one and three- eighths , 
we would feel comfortable. 

You -- you 'll underwrite 1t? 

Yeah. I ' d underwrite 1t a t -- almost a t one and an 
eighth as far as just selling out one hundred mill i on 
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S: 
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is concerned, if there wasn't something else in the 
picture than t hat . 

Wha t else is there? 

~ell, I mean "the -- keeping it -- the ~hole Government 
Security market in some sort or proper rela tionshi p, 
one is~ue with the other. 

Are you going to buy eome o f t hese tor your portfoli o? 

Well, I woul dn 't mind. I think we'll get --we'll re­
place those bills this week , and next probably. 

17el l , I haven 1 t had a chance to ask cy crowd. Let me 
ask these sharks around here. Just wait a minute, will 
You? 

Yeah. 

And re ' ll settle it right now. 

Yeah. 

(Pause) 

Ah -- did anybody of the dealers talk above one and 
three-eighths ? 

• 

: ro , they all sai d tha t one and :me halt would be a str 
too much. 

" ell. -- ~ell, t hen they could be one and three- eighths. 
Just a second . 

(Pause) 
Just hold the wi re, pleaee. 

Yeah. 
(Pause) 

Hello. 

i!ello . 

~at i s t he street -- how does the street account r~r 
the big break in the marke t today? 

Well they aay t hat there wasn 't a greet deal doing, 
but that there wa s some selling based on the tact that 
t here has been quite a rise and some people wanted to 
take a ltttl e profit and the f act that they don't like 
the way the European s i tua t ion is going. 
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At one and three- eighths -- how many thirty-seconds 
are there i n a margin, a comfortable mar gin? 

Well, ther e's - - we t hink a safe mar gin there of three­
quarters of a po int. 

Three- quarters? 

Yeah . And i t might be a poi nt to a po i nt and a third 
aft er a l i ttle while. 

I t hink tha t's enough. 

I do t oo. 

-think that' s en)ugh. 

The market is really pretty anxi ous tor iesuee ?f t his 
char a cter, I t hink , and I t h ink tha t's enough t o give 
them on it. 

l"ell, after it cam.! out and they knew "hat it wa s, any 
criticisms or a ny kind? ' 

No , I haven ' t heard any cri ttcisms of it. 

And, d i d they - - d i d t hey fairly hug me fo r i t? 

I t hink so. I t hink there is no ques t ion about that . 

It will all go in t he banks , ron 't it? 

Ye lil. 

I say the banks -- it will be exclusively banks, won't 
it? 

I think the banks will be t he ones who wi ll t ake it, 
yea . 

• 

Wall , I t h i nk i t -- wi th tha t much margin, .,.by, "I t h ink 
the worst tha t could happen would be i t could go down 
to a hundr ed and a half . 

I think th~t • s enough margin to give t hem in the -- i n 
their pr esent state of mind about i t . 

They say one and a half would be a gift ? 

Yee.h. 
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I t hink 1t's too rtch. O.K., we ' ll get her out one 
and three-e1ghths. 

All r1gbt, I'll get a telegram on t ha t later. 

Sure . 

Thank you. 

Thsnlt you very much. Good night. 
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TREASURY DEPARTMENT 
, ~a 
-"' 

INTER OFFICE COMMUNICATION 

DATa Janua r y 23, 1939 . 

TO 

aJbJeot: 

Secretf.Jargenthau 

llr. Baa 

Declin in Holdings ot GoveX'DIHnta b7 Weekly 
Reporting Kember Banks in Hew York Cit)' 

1. New York City weekly reporting member banke lhowed 
a net decline of $205 millions in their holdings ct direct 
~vernments during the calendar year 1938. The net dec1ine 
in the last six months of 1938 amounted to $59 m11liona. 

These declines took place despite Treasury cash allot­
ments of $865 m111ions ot bonds and $671 m1lli ons of notea 
during the year; and despite a net decline ot $11-97 m1111ona 
in the banks ' total loane. 

On the other hand, the remainder ot the week17 reporting 
member banks increased their holdings ot direct Governments 
during 1938 by ~53 millions, a nd increased them by $555 ail­lions during the last six montha ot the year. 

2. The principal explanati on tor t he decline i n holdinge ot direct Goverruaenta by weekly reporting New York Ci ty member 
banka would appear to be the substantial reduction 1n the 
volume ot Treasury bills and notes available - - the types ot 
eeouri t ies most in demand by large metropol1 tan banks. 

During t he calendar ,-ear 1938, there was a net decline 
ot $611-6 millions in the volume ot outstanding Treasury b1lle 
and a net decl ine ot $2,051 m1111one i n t he volume ot out­
Bt!l.nd1ng Treasury notes (txolue1ve of special 111auas) . Tbe 
supnly ot marketable Treasury bonds, on the other hand, txolu­
aive or amounts purchaaed b7 GoTernment truet tunds and a.gen­
c1es, was 1noreaeed b7 more than $3 billions during the year. 

3. The view that the decline in holding• ot direct 
Governmenta b7 weekly reporting Hew York Cit)' member banke 
during 1938 was due t o the reduction in the YOlUM of aYaH­
able bUle and notee, rather than to aD7 categori cal distute 
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rcr addi tional. Governments, is supported by the t aot that the 
New York banks increased their holdings or Government-guar­
anteed obligations by ·~~ llillions &Iring the year, and by 
$162 l!ll.llions during the last six monthe. 

It will be reoal.led that oaah offerings or short-term 
notes were made c2uring the year by t he RJ"' and the CCC in the 
a!llounte or $211 millions and 1206 milliona, respectively; and 
that the RFO also sold a retl.tnding note issue or $297 milliona . 

In addition, obligations issued sneral years ago by the 
HOLC have recently become more attractive to large banks 
because or their illllllinent mawri ty (June 1 , 1939 tor t325 mil­
lions ot HOLC l-l /2 1 a) or because or the probability or early­
call and refunding ( t979 millions or HOLC 2-3f!P s or 1939-49 
become callable August 1 next, and are now selling on a no­
yiel d bash) . 

~. During the month or December 1938, the weekly repor t ­
ing me111ber banks in New York City showed a net reduction or 
$27 l!ll.lll one in thelr holdings or direct Governments despite 
ellot 111ents aggregating about tlOO milliona on their cash eub­
ecr1pt1ons to the mid-December Treasury ot teringe. In the 
three weeks ended January 18, 1939, there was a tl.trther net 
decrease or $83 milli ons i n thelr total holdings or direct 
Governments. 

The decllnee in New York City bank holdings or direct 
Governments in recent weeks haTe been due largely to their 
failure to replace tully their aaturing Trea1JU17 billa. Thie 
•as notably the case in the week ended January 4 , when banka 
1n the Chicago Federal Reser...e District, by bidding par or 
better, obtained eome $83 milliona or the week's bill ortering. 
Illinois insti tutions, as is well known, exert a special demand 
tor Treasury obligations maturing shortly after Apri l 1 , 
because personal property taxes, trom which GoTernmente are 
exempt, are aeaessed as o r this date in Illinois. SoH 
trew York banks in preTious weeks had relinquiehed bills t o 
thei r customers, thereby reducing their own J'DIC asseaementa. 

The par and near- par pr1oee reoeiTed tor Treasury- billa 
during the last sneral weeks haTe been largely due to the 
demand tor Treasury billa tor y-ear-end window dressing 
pul"J>Oses on bank statements, and to the special nlinoie 
demand just oi ted. 

. "9 -.. 
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!llbJeot: 

TREASURY DEPARTMENT 
I 

INTER OFFICE COMMUNICATION 

DAn January 

Seoret~enthau 

Mr. Hu.rP 
Price bebartor or December new bond issues 

23, 1939 . 

< 
Attached hereto is a chart showing the daily closing 

prices or the two new bond issues ottered on December 5 
and dated December 15, 1931'1 - the 2'a ot 1911-7 and the 
2-3/~·· or l96o-65 -- !rom the tirat day or trading, 
December 5, 1931'1 through Janua17 11'1, 1939. 

'!he r elative price behartor or these two issues c!uring 
the firs t tew daye o r trading was contrary to our expecta­
tions; but has einoe been more in line with these expecta­
tions. 

Based strictly upon the then-existing yield structure 
ot the market , we had expected the 2-3/41 e to sell at about 
l/2 a poi nt higher than the 2 1 a, Instead, the 2'a closed 
on the tirst day ot When-issued trading some 5/32 ot a point 
higher than the 2-3/4•a. However, by the close ot the tltth 
de)' ot when-is sued trading, the price ot the 2- 3/4 's bad 
rieen above that ot the 2 ' s; and tbe margin in taTer ot the 
2-3A's has since widened t o 5/8 ot a point. 

The preponderance ot exchange a~bsoriptiona tor the 
21 e as against the 2- J/11-• a was undoubtedl7 influenced to a 
powertul degree by the tellt)orary absence ot a 11gn1tioant 
price advantage t or the latter during the ori tical period -
the tew days between the announcement ot the otter1ng and 
the closing or the exchange eubeoriptlon a. 

The new 2 ' a, ae ma7 be seen trom the Great Circle chart 
tor January 16, attached hereto , etl.ll appear to be selling 
relati'f'ely hlgb a a compared with adJacent issues; whereas 
the new 2-J/4' a are selling well in line with their neighbor· 
lng hsuee. 

Attachlll8nte 
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WAR DE:PARTMIENT 

o..-rae~ Off THC CMIU 0,. 8TA.P"fl 

wA*MPMTON. o. c.. 

Honorable l!enry Korganthau,1r., 
Secretary or the Treasury, 

washington , D.C. 

11y dear llr. llorgantbau: 

1anuar)' 23, 1939· 

, i 
--4 

I was able Saturday morning to oontact 
11r. Shingleton, who is a Director or the Greyhound 
Bus Col:lp&llJ'• Be told ae be would let ae know yeeter­
day when be could be here w1 tb the 1140 be racommanda 
tor the Job you ba"fe in llind. Shingleton 1a a Legion 
man and an ex-AdJutant Gellaral or hie State. I bne 
not beard r rom bi.JII ainoa but will let you know as soon 
as I do. I impressed upon him t he necessi ty ror a 
contoranca ei tber t oday or toaorrow. 

With k.ind personal r egarda , 

Sinoeraly, 

La.~.:... c .. 
7 

., 
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TREASURY DEPA RTMENT 
• ~ 5 --

INTER OFFICE COMMUNICATION 

DATI! 

CONFIDENTIAL 

January 23, 1939 

TO 

Subject: 

Seoreta~~enthau 

Mr. Haa~ 

The Buainaee Situation, 
·.veelt ending January 21, 1939 . 

Conoluaiona 

(1) 

Some alaoltening in buaineea aotiY1ty on a aeaaonally­

adjusted baa1e baa become apparent during the t iret part ot 

January, t ollowing a tlattening ot the upward trend during 

December. The adJusted index ot steel producti on haa con­

tinued to decline. New orders have remained relatively low. 

The New Yorlt Timee index tor the week ended January 14 

reached the loweet tigure ainoe early November. 

(2) 

evidence ot a renewed decline in bueineee activity in 

Great Britain, accompanied by wealtneae in British etoolt 

prices and an increased volume ot toreign selling ot American 

securities, baa been an unsettling taotor in our domestic 

buelnese outlook. On the other hand, there has apparently 

been some improvement in France. 

Clearly needed at this time ie some development which 

wlll bring a renewed increase 1n industrial buying. Any 

influence which would bring an improvement in commodity 

prices, particularly it accompanied by a strong atook market 

upturn, would provide an incentive tor increaeed buying. 

The outlook tor commodity and atoclt prices, however, remains 

clouded by uncertainties arieing trom the toreign e1tuat1on. 
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The present bueinese trend 

The rise in industrial production flattened out during 

December, confidential data from the Federal Reserve Board 

indicating an index of 104 t or that month, which oomoaree 

wi t h 103 tor November. The 1-point increase wae due' t o a 

riee i n the produc tion ot minerals, with manufacturing pro­

ducti on remaining unchanged at the NoTember leTel. 

During January, according to weekly data, eome setback 

i n business activity has occurred, largely representing a 

fail ure of production to ehow ita usual seasonal i ncrease in 

t hat mont h . For the week ending January 14, which is the 

fi rst week in which business ind1oee haTe been tree from the 

uncertainty of recent holiday influences, the New York Times 

index dropped to 90.7, the lowest since early November. ( See 

Chart 1.) As compared with the previous week, each of the 

seven components showed greater or lese decline. 

Steel activity, seasonally adjusted, has continued to 

decline through the third week of January, the actual rate 

of out put showing but a moderate rise in place ot the sub­

st antial improvement which usually ooours at this time ot 

year. In l arge part this has been due to a failure ot new 

order s t o impr ove, particularly tor the heaTier steel products . 

Sales ot fabricated structural steel during the week ending 

January 14 , t or example, dropped to 28 ,000 t one , ae compared 

wi th 43 ,000 tone the previous week. Reflecting a probable 

furthe r decli ne in orders, new inquiries tor t his product 

laat week are reoorted to have been the ema.llest in eeTeral 

months. · 

Commodity prices, as shown in Chart 1, have continued 

the tla t trend ot t he peat several months. The unusually 

~rolonged horizontal movement ot raw material prioea, in the 

opi ni on ot t he Annalist, •reflects aa wel l aa anything alae 

the prevailing deadlock between the forces ot r~covery and 

the torcee ot reaction• . The etteot ot a declining businees 

trend on c ommodity orices during the paet several weeke baa 

~oubtlese been otteet in some degree by the recent improvs­

~ent in sterling as shown on the chart. 
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Accompanying the recent falling ott in structural steel 

0~ers mentioned above, new ordere tor lumber have also 

decl1ned rather sharply (See Chart 2). reaching nearly to the 

low levels eatabl1shed during the corresponding weeks ot the 

orevious year. While this decline may retleot merely the 

current hesitation and oautioue attitude among businessmen, 

1t may possibly indicate that dealers in building materials 

hsd become somewhat overstocked with lumber during the tall 

months. 

Automobile production increased more than seasonally 

during the current week, the estimated output ot 90,200 unite 

being within 12t per oent ot the 1938 higb reaohed in December. 

Retail sales by General Motors during the period ending 

January 10 showed about the usual seasonal decline, and trade 

reports indicate tbat sales generally are holding up well . 

Factory and dealer stocks ot new oars, however, have been 

bull t up steadily during the past month, more rapidly than ia 

usual. At the end ot the tiret period ot January these stooke 

were 5·3 times ae large as the aalee during the period. Thia 

oo~paree with a ratio ot 2.g in January 1937, and with 11.4 

last year, when stocks were very heavy. 

Foreign business turns lese favorable 

A possibility that the tall upturn in business activity 

abroad may have been ot a temporary nature is suggested by 

the renewed business deoline in Great Britain which occurred 

during November, carrying the Economist adJusted index to a 

new low ro r the year at l Oll (prel1minary ) , which comparee 

with 104 in September and Ootober. Commenting .on the downturn, 

the Economist eaye: •seen in retrospect, the autumn revival 

seems to have been a short-lived re-stocking movement, atimu­

lat ed in part by the rise in commodity prices due to recovery 

in the United States.• 

The Eoonomiet calla attention to the tact that the trend 

or private investment in Great Britain has been downward tor 

more than a year, though 1te etteot on busineee hae been 

cushioned in oart by increased Government expenditures t or 

defense purposes. Following some 1noraaee in new industrial 

Orders earlier in the tall, latest reports trom industrial 

centers, according to the Eoonoaiet, indicate that the volume 

or new business has been declining in manY induetri ee. New 

building oontraota continue to tall ott, and it ia teared that 

the decline in demand tor private houaea may be aooelerated, 

since buildinge oannot be insured againat war riaka. A decline 
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1n new orders in the cotton industry ie again forcing it to 

curtail cutout, ahd other consumption goode trades are eaid 

e].eo to be graduall:y reducing their act1v1t:y. The failure 

of commodity prices to improve ie oi ted aa an important 

ractor in the bueineee decline, einoe this hae diecouraged 

new industrial buying and hae prevented an increase or pur­

chasing power in countries producing raw materials. 

More recent reports indicate that buaineae i n Great 

Britain baa probsbly continued to decline einoe November. 

steel output in December wae the lowest or any month einoe 

December 193~. dropping 2~ per cent to 655,700 tons, ae 

comoared with 860,000 tons in November. Seasonal i nfluences 

and- a recent reduction in steel prioea doubtless had some 

effect, t hough the decline in output from November to December 

in the prev1oua :rear was only 6 per cent. In the cotton indue­

try, Lancashire mille have been curtailing heav1l:y during 

January, according to the New York Cotton Exchange Service, 

but have not been able to eell their reduced output. 

In France, on the other hand, cotton 111.111 conditione 

are improving and weavers are reported to be well booked 

with orders into the eeoond quarter or the :year. According 

to the Economist, eigne or business improvement in France 

have become more numerous in recent weeks , though the extent 

or the expansion in industrial actiVity is difficult to 

measure due to the lack or up-to-date production etatietice. 

Stock prices affected by foreign uncertainty 

The weakened buainess eituation in Great Britain hae 

been reneoted in a decline in Britieh industrial atocke 

during January t o the lowest level e1noe the time or the 

·:unich crieie, while Bri tieh railroad stock a han eatabliehed 

new low levels. French security prioee have also weBkened, 

following their previous sustained advance. A recent increase 

ln the volume ot foreign selling or American securities, 

coming largely trom Great Britain, has put additional pressure 

on stock orioea in this country, (See Chart 3), probably 

accounting in part t or the declining market trend during 

January. Stock prices in New York turned down rather sharpl:r 

on Saturday, following a gradual improvement earlier in the 

"eek. 
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Foreign uncertAinties continue to cloud the outlook tor 
stock and commodl t7 prices, and were oredi ted in part for the 
decline in the stock market on SaturdaJ. A somewhAt over­
bought speculative position in stocks hae been an additional 
•esken•ng taotor , though speculative account s hAve apparently 
been reduced somewhat over the past two weeke, as indicated 
by a modera t e decl•ne in brokere' loans. The market foun­
dation, on the other hand, has been strengthened by an in­
creased orsasure ot idle funds tor investment , accompanying 
a turth~r rise in excess bank reserves to a new high level. 
'l'hls t nnuenoe has already resulted in increased prices tor 
high grade bonds and high grade pr eferred s tocks. 

Some develooment seems clearly needed at this Juncture 
to create a more confident att itude toward the future in the 
minds of businessmen, a nd thereby bring an exnansion in in­
dust rial buring. Hand to mouth buying policies continue to 
prevail, dea~i te low inventory l evels, because of uncertaint r 
over the trend ot oommod i t T prices and the near-term buainese 
outlook. A develonment which would bring a bout a rise in 
co~~odity prices, particularly it accompanied b7 a strong 
stock market unturn, woul d provide the immedia te incentive 
needed for an expansion of industrial buying and a renewal 
of the recovery movement , e1noe the domestic business structure 
re~lns bP s1cR1ly sound . A decli ning trend of stock and oom­
~d!ty nricea, on the other hand, would accentuat e the pre­
vailtng cautious attitude and tend to poetnone further re­
cov~ry. 
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Hi.gh Lights of :Elcc1es Speech 

Tho tundanental issue between Senator Byrd and Jli1Sol! is whether 

the oavern11ont eon and should contribute to briJiiing about an increase 

in private o:nploynent by borrowing tbe idl.e 11101\G'1, and lending and spend­

i~ it, at a time lil<e the present, when there are mi111ons of people who 

c:nnr.ot fird jobs in private industry, when t here is an abundance of natural 

resourco3 , unused productive facilities of all ldnds, and billions of 

sa\'i!lfS ond of bank credit waiting to be used. 

l do not believe in aovernment spending at 8.1\Y tine for spending's 

sake . 1 do believe in Government deficit spewing in depression per iods 

ao a supplo100nt and stiJ!Iulant to private spending, using only t he man 

power 
1 

nter ials and money that other.rlse v.'Oul.d bo idle, and usi ng them 

onl;r !.n a 1fS'J t hat avoids competition with prlvate enterprise. 

I an as anxious as 8J\Y one to see the Federal budget balanced. 

:n rv judp,nent this cannot be acCOIIIPlished untU the national inca:~~~ is 

hi•her than it will be this year . 

I do not believe it can be done at this time either by reducin& 

Govorn:ncnt expendi tures or by increasing Federal taxes, particularly those 

that bear most heavUy upon consumption. 

I believe that the oncy wq the budcet can be brought into balance 

h t hrouch increased Federal revenue !T'Oifl an inCreased national inc<>Ce• 

• 
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I am just as much against infl4tion as I am against deflation, 

However, we do not want to staQr in a perpetual deflation because or 

rear of inflation. 

Intle.tion can and should be prevented, ond this can be done by 

givil16 adequate power s to the Treasury and the Federal. Reserve S7stem. 

I do not see how it would be possible to have a dangerous general 

J.ntl4tion ao lo~ as we have a large amount of idle men and unused re­

sourecs. Lo11G before intlation could develop, lie would have a volUIIe 

or business activity that would increase the national inc<llle to a point 

where the b\Jdtlet could easi17 be balanced. 

I do not believe,and I hsve never said, that the Federal debt 

should continue to grow indefinitely and no part or it ever paid. 

I do believe that it cannot safely be reduced except when national 

inc0<111 is higb and when private debt is expanding . 

Reduction of GoverllliiCnt debt at such a tine would tend to counteract 

lil\i' trend toward inflation that might develop, just as expansion or t he 

Government debt during depression tends to offset deflationary deTCl opments . 

I realize t hat Govel'I'Uil8nt spending is not a cure-all or a remecly 

Cor all of our problems, or ror speci al. conditions that may be retardi:tlc 

private employment and investment . EYerythina sbollld be done to brinf: 

about a prompt solution of these prob18118. 
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In the meantime I can see no practical alternative except to 

sustain purcha3ing power through public omployment until private .,.._ 

plo)'lllont substantially increases. 

If 1 felt that the Government wore risking a dangerous 1ntlation, 

or that it could not afford the expendit ure.s, becau.se or the size or the 

naUonal debt, I 110uld not advocate a continuance of the present stilllulu.s -

on t he ba31s of a deficit . I do not share these tears . 

I do not agree wi tb th03e 'lfbo believe, aa Senator ayrd does , that 

the Govorrumnt i s like a.11 individual i n its fiscal affairs and therefore, 

•hould no t spend more than its i ncome, but should alweys balance its 

budget and keep out or debt. 

:to hsve never had a period of prosperity without an expansion or 
debt . Conversely, we have never had a period or cletlation without a 

contraction of debt . 
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lett thaD W cla1 1N\ hll 1 \Mil' 1a I .. . illlllft ...... ._AN 

z-.l.aU....q _. Mst • 

Regraded Unclassified



t 

To 

•oo• 

TREASURY DEPARTMENT 

INTaJt 0111'1C& COMMUNICATtON 

If • II. 1184lq 

ln1w ~ \he Oo.,..n.oll\ S.01lrUr !lara\ 

for -It _.he J!!l!l!!'l 21, 19]9 

:28 

!he aarl<o\ for &'CI"•r-ll\ o~ll.pUolla wae e\roac MIA 1104era\olr ac\1n 

!or the week ae a whol e, Al\hoacb \r814111C wu wbe\aaUallr a Wo-w., 

e!fair with both ~" eel eollore, oolldcl.oralt1o ou\rlp\ ~IIC bf 

lnsW't.D~ co.paa1 .. MIA 'Make foroocl. pr1coe \o - lli&b 1onle. hbe\aaUal 

b'QTille 1a\oree\ hae U.e1opo4 ill \he J••• 1939 'lroan.J'7 ao\oe ae poedblo 

1r1ghh1 for tho llOd qaar\or1r 'lroan.J'7 f1ll&llo1ac. 

Odne 11l prlooe r&IICocl. froa 3 \o 10/3'h4• 1a 'lroa!Qr7 boll4e for ~ 

anrae rho of 6/321>4•• 'lroaeu17 aowe wore 11p 1 \o 7/321>4e for aa 

anrace of J / J21>4e. !he creawet pine wore 1a \he lOIIC 'lre&W17 boll4e, 

up o.,.r 1/4 polat, ancl. loiiC llo\ .. , 11p o.,..r 1/ S po1a\ oa a ... rap. Oaaran\eecl. 

iuueo were aloo 1/S po1a\ hlpor, !he two aoe\ ro.,...\ boll& hneo, tho 

2-J/4e of 196o/65 MIA \he 2e of 1~7, WON q-G0'-4 Sa\v'dq a\ 10),6/32acl.e 

b14 &114 102,16/321>4• bicl., 11p ~J/4 anc1. 7/S po11lh reepootl.,..lr Oil the 

or1s1~~&1 opoa1ac prlo .. ~ Dooeaber 5, 1931, 

'loci.IO' (JanuaJ7 2J) the &"•~' aara\ MoaM walt ill •7IIPilUIT wltll 

4ownwarcl. NaC\1oae 1a ou..r aarab on ... bf 'DU0\\1111C forol.p roporb. 

!rea....., bo814e wore ott 1 \e 7/3b4• a\ \he 3 o'clock olodiiC 111114 cl.eollllocl. 

u web ao 6/321>4• tarta..r 1a la\o \re4111C for a \o\al cl.rop cl.arliiC \he 4aT 

of ,:.; ,.,..!'liP ~f UO'&' 1/~e. !hh cl.eollM aero \boll Dft\ralllocl ~ 

S&iu of \he pNYi0'&8 ...-. !be 41!!'-•' UclllaH wore 1a lo!c bod•, 

'lre..,.7 aowe, 'lillie*, 1ao1,ft\1J, u\oftalao \he aarke\ for tho aw 17, I, 

Boueilll heM, wore 11\\lo otteoto6, boliiC off oeq 1 \o 3/Jbrb. 
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!!n'•n' larttpllaa 

fo\al bo141ac• of Uelera Pow a n4aoUoa of oal:r ... 2 a1111oa 

,,.9 
- t:. 

tor tile ,..11: aa a wllole. !be olll.7 aipliflcaat chup wu .., laor.H4 

abort poa1Uoa oa aoha Mw.riDC attn oaa Tear. ~ alae 4aalore nM 

ellorl $10, 8 alllloa la "'-io ola .. lflca Uoa, 1114lca UJI& a fHlliiC -ac 

t.U.re t.hat ibore ~ ... a 4owawar4 roocUoa 1A fHUUJ7 110\o prlooa. 

lla1-~ portfolio ehaiiCO• la41ca\o ibot tooloro nre 'IUIWllUac to 

carrt azq ohoo'blo freu"o.17 boa& bo14111C• tor aoro \baa a 4a;r. Bo141DC• 

ot hondo ooollla\o4 Minon $1 allllon ..,4 a ..n- of fla alllloa 

tulac tho noll:. 

(ip ~lllgpa gf 4pllara> 

Bol41ac• &ol41ac• 
Jy. H Jp. 21 ''' mwnu 

!'rouo.r7 'boncla 
h•IUJ7 note• \1 :roar) 

1 I (1-6 Tr••) 
fl'eUU17 bl.llo 
1!, 0, L, C. 'bon4o 
r. r. 11. c. bon4o 

6.0 
33.0 
-a. Sl 
20.1 
8.3 
o.a 

63,7 

3. 15 
36,15 

• 10.8 
19.8 

9 • • 
_.l&l 

5!1.15 

- 2.5 
• 3,5 
- 6.9 
- 0.3 
• 1.1 
• 0 . 9 
- •• 2 

•• lou \baa o!urln& ibo prmoua wook. Tol•• ln tr.ourr 'boll4o no 

eubetonUall:r hl&ber. total 't'Ol-• wee about $1215 aalllion a 4a;r 'lhUo 

boD4 ••1••• mtob 1n t.ha pu\ ba• 'boOil ill tba u1&bboriloo4 of ~ of 

toto~ •o1,.o, aoooUDto4 for alaoo\ •eo aalllion, or ~ of t.ha total. 

Jn l!eri \r I '191' 

!hero nro ao corpora\o bon4 h.ue o!urlll& \ho wool<. !be $70 alllion 

4obonture h.u of Worlb •ertoan Coapu:r to upoo\o4 \o u offero4 oooa 

attar \At fire\ of J'o"tnar;r. 
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OsrppgH Jant' MaW\ 

!II• corpora\o llo114 arta\ •• a wbole waa a\l'OJIC u4 fa1rl7 acU•a 

cruc the w"lt.. OoDIIla-'Ole lana\or ~ illhreai OOJl\111U4 ill \Aa 

ILI&h &raole 'Oonole. !ba principal feaW.Z.. of 1be al'kai na \he •'D-

1waUal pia ab.oa liT uUUv o'OUcaUou of all olauaa. Oa ... ence. 

ulillV 'Ooll4a weN up alloui 3/4 polD\. indublalo 1111 alloui 1/4 poia\, 

aa4 ra.lla a'Oou\ 3/8 point . In \ha foreip lh\, ~are na -• wana 

lac lD OeiiUD U4 Ualia loolld.a nile JepaMa& ia-a 4eftlope4 a fil'Mr 

\OD4UC7• 

Bec1nn1ac Satul'4a,r, tu al'nt 4enlope4 u aealer \aolnc7 aD4 

lod&T (llolldq) pl'ODOIUIOe4 weali:Deaa 4a..elope4 lD \he •rni, aUl'l'Outed. 

\o a p~~aral.l7 uncuiaill hl'opean ploW.Z.., wUh lo .. •• 1a oorporaia 

l>oii4AI up \o 3 poi.Dh 1D iba aacoll4 cra4a u4 epec:tllaUn 1&-•· 
Tnema Iueetzt •09"''' 

'rhora wore DO il'uaaoiiona ill iha arb\ for 'fN&&IU7 1a••aiMDi 

account lb1rl.q iba weelt.. Bownu. u a44Uloll&,l ian•-• of 

$1 ,100,000 ill t!l!oial af Mi&t ft& ll&4e for Gonn-t Life Illauruca 

l'wl4, '111'1ag1DC iba t otal. of ~••• ho141111• \o ·~~ al.llloll, 

l"''ral leetnt Sr•tw t zpt 

!ha oll17 truaaoU ou '117 iha S;rat• ware purol:leaaa ill raplao••' 

of \A& ta&.SM.ooo 'Di ll •-.rt v of Je:rru.l'7 11. ..36.1100.000 ,... 

'1"0Uol'J '11111& -~ J.pl'll 111 at par &114 f80,354,000 nl'loua 

' I'&UU.r7 DO iaa were pvohaaa4. 
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cr1g1nal of t his returned to 
or. llag111 2/2/39 

' 
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TREASUR Y DEPARTM ENT 

UNITED STATES COAST GUARD 

WASHINGTON 

.,....t, 5 ·race (l)t1M 0 

leoreU~T fd \lilt '!'E r •1'7• 

.._.... '"- ProfMaor :Jillak (Jia1Jibo'IC, JaDJarT 16). 

Dera1le4 fretp\ trab hu 4.e1Aiired \rafflo u4 nan tz. 

aboott ...,. lla:D4ra4 t-~ •'-"be lu' "*· kMed car• ~ 

!roo ~ •1-, ••U¥ U n, u4 fl'CD J:W,npt '•· 7owl4 one 

llu4red t ttq. 'boud \racial, one blmdred anen'7-f 1Ye ua•bled traca 

ailtout bodt•, JIIN ac-t ..,. firM ua•bllnc f <11U' l:lllndre4 h'GOD 

ialll l. ... 110 110re tbea au oar• loedh~g a\ on• \S. u4 ratl 'bHek 

prol •b.l;:r -•• for -u -•· lov.U...t 'l'ranapon Capaq ac-t 

"P•"•• ·~naU• ooalliUou baUer u- lut lept•ber liU 

e&rfO = docb Nqllirae .-.. -•u t o oJA.r b7 rail; 0&1'&'0 ball for 

mor:banu, ball tor~· pTer.en\e I IIlLo. of 110 tuaaoe of 

po4a ~ld f or 110a-pq mt, .lftra&e - at~ per • fd tl:aoaMad 

ton unlo.41Jlc ~ wt~ - per "* f oraerq. llx lla:D4ra4 •­

Ohio ... au.....- nore4lla1~·· cnu-e oouul -tu• ...,. faotoi'J' 

•t•rlata lObe thn lila\ tut•I'J' power r=b'•eq ~ 'llP Oil II'_.. 
ldf!>t be ue4 f or anaale, ... \I'J'bC to rll:e ~rt• k -

t hl a Q"pe r*h 11, ..... -M mt COOUI ill IIDSiov.e for 

lh:.~ •• 
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I .. _., cW laAt .. w llaft ,_ lt,_ 
d I-" lld, llllala .,... • M .... At-.&1.8& 
oa4 ia\-UIIC Uf_,._ Ia r..-. W .... 
wUia CIIUt, ut \M _. or "" lllf el JWea. 
w t~~MeUt ' N Ia ... , -WI'· ~ ,_ 
rer eoa41ac • \klo •-lal. 

(Sia'ned ) B . Mo'11enthau, J r. ( 
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DEPART MENT OF COMMERCE 

On"ICK Ofl' TH.£ UCA£TARY 

WASHINGTON 

January 21., 1939, 

11th reference to 7our coaaun1eat1on of Januar7 16, I have 

been adrlad b7 the Bureau of J'oreic:n and Do•eatlc eo-ere• the 

the preee report reterrins to the pureh&ae of rallwq INppli ea 

b7 the Chilean State RaUwa:ra h in connection with an order 

placed in December , 19<>7, del1ver7 of which h now oceurrtnc. 

llo report baa been reoe1Ted f r om our Santiago Office indicating 

that thie h a new traneaetlon. 

l'e haTe held our own in the Cbllean trade end Oerman7' a ad­

vance bas been llt the espenae of other nationa, eapeciell7 

Great Britain, 'l'he figurea we hen indicate that tor the tirat 

eleven .ontha of 1938 the tlni ted Statea had approld.&atel7 28~ 

of tho total value of Chilean iorporh, Ge........,. 26\C and the United 

Klngdoa 1~. Co10paring t hh w1. th 1934, the Ul>i ted Statea bad 

~. Oel'lll&Df 1~ and the tlni t ed D.JI8do• ~. 

'l'he probl• faci114: ue with our Cbllean trade h thet Oel'll&n7 

h forci114: Chile to trade on a bi-lateral bade. Oe.l'lll&Df baa 

1l:on a conllderabla increue in il!porto from ChUa, eapeciell7 

in nitrate and ac:ricrul turel producta . 

So fer as we ere concerned our d1ffieult7 h that we require 

aore exchange fro!ll Chile than we suppl7 , which 1e indicated b7 

the followi%1& f1curee for tba first elnen oontha of 1938:-

Jxchtpge reau.ired 
Werchandiae •••••••••••.•.•.. • .•.•••• 

Return on American Invaatment ••..••••• 

~el.ght ........... . .... . ......... . ... . 

Debt aer'Tice •• ••• • • • ••• • •••••• • •••. · • • 

J!cb•nge !UpPlled 
Yerchandlee laporte fro• Chile •. • •• •.• 

Gol4 illporta ..••.••• • •.. • • • • · • • • • · • • 

Sll Ttr •. , ••••. . ••••••••••••• • • • • · • • • 

$23,000, 000 
15,000,000 

2,000, 000 
2 .000.000 

• 42,000,000 

26,000,000 
7,000 ,000 
1 .000.000 

• 34,000,000 

(l) !hi a 1a a prel1•1Dary eonfidentlal eetlmaie • 

(1) 

(l) 
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It ma:r be of bhreet to ~ to rrrl.ew the ecth1 ty of tbe 
Bureau of rore1p .ad Doa .. tto eo-o• in ooueoUon wUh the 
ralhat equ1p~~ent that bee been reterre4 to 1n t he pr .. • releue, 
aDd I em attaoh111C ecloiiUl'a relatiiiC to t hh t rueaotion. 

lhoerely, 

!be l!onorable 

The Secr etur of !r...arJ, 

Yaehington , D. C. 

:37 
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UICLOstlil• - 78693 

Decree Bo. 2875 of tbe Kinlatry of l~nto, data~ 

Deco:nber 2, l937 bu.t not publiabe~ in tbe 1 Diario O!icial" 

until Dec ... bu 18, 1937, .,.thorh .. t be State Bailwaye to 

pl>l'Cbeae tbe followi:~& equipnent !rOD larroata.al A.G. , 

!e .. n l 

7 articulate~ electric traina, ! or 
local aervice between Calera an~ 
Valparaiao, at .111.410. 768 . 46 each .... .. Jll, 2,8'75,379.22 

5 articulate~ D1eeel-electric traine, 
tor aervice on the Southern Section 
of the State Ba1lwa,ya, 
ot Bll. 673.836,46 each •• .. .. .. Jill, 3,369.182.30 

4 brticulate~ electric traina , for 
eenice on the San Antonio llrl\llch, 
at 111.. 410.768.46 eaolL • ••••. • 

3 ~lactrlc lococot1Tte tor frei&ht 
eerTioe on the San .lntonlo llranoh, 
at .111. 342,032,62 each .. 

3 llxe~ ~b Btatione .. .. 
1 Portable ~ Stction • .. .. 
1 S~plementary ~quipment .. .. .. 
bpl110eme.nt atoclt .. .. 
!OT .t. L .. .. .. .. .. .. 

. . . . .Ill. 1.643.073.84 

.. BK. 1 ,026.097.86 

.. BK. 831, 837.60 
mi. 167.285.25 .. .. Ill. 14.897. 17 

.. .. Jll, 301,6U.90 

.. 111. 10.229.368.14 
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In connection with the placeaent ot thh order, We81el, Dll'f'lll A Co. , 

Ioe., the Chilean ecenh tor lreatincllou ae •lactric I nternationel co_,. liT, 

lllfor=ed the Santieco Ott1ce ot the Bureau ot rore16Jl aDd Doaeatic eo-rce 

•• llovenber 15, 1937, thAt thq had been Nlced b7 the Director General ot 

tbe Cb1leru> Stnte BA1lwqa to tender on 1 t and n pected to do ao between 

JattrlM1 15 aDd Jllnlla%7 30, 1938. !he COOipiUl7 went to co1111iderable e:rpenee 

ID the preparation ot i te bide but u will be aeen troa the date ot the 

purcllaae decree aentione4 aboYe , -• not attol'dK an opportuni t7 ot 

111boitt1ng them. 

Under date ot l'ebruat'f 2, 1938, tbA Co,...rcial Attache in S,.ntieco 

!nformtd the Bureau ot l'oreigll. and Doaeatic Co-erce that the Chilean State 

!tsil• IIY& had re<tueeted priYate bib tor 7 at- loCOJtOtiYea, the bide 

to be opened on llarch 1, 1938. The Coamercial ..t.ttaehe indicated at that time 

that 1 t aened allooat aura tbAae loc0110tiYea would be contracted t or In GeraaJ~,Y. 

Jttecbed to hie report were confidential incloaureo trom Weaae1 , DuYal A Co., 

Joe., Indica the ot the eetion taken b:r the State llllilwqa on the preYiou. 

order tor tra1no which had been placed in GermAnJ, and reco-anded that 

the Departaent ot Co-ree aelc the Department ot State to 118ka repreeente.tione 

to tho Chilean GoYernment on behalt ot A.Derican aanutacturara. '!'hie requeat 

aoo baaed on the t act that lesael , DuTal & Co., I nc. , altholl&h ulced '117 the 

Cbtlean State R.ailwqe to aulai t tendere, no not attordad an opportun1 t:r to 

do eo , and that •the indeed obrlouo reaoon t or thia will lie upon GoTernment 

sr eotiiU'e on the Railwqo eo u to tbua absorb coapenoate4 aarlce1 • 1 Peraonelly, I 

teel the electrical equi pment deal waa the liait, tor, eYon in t he aspect ot 

price, our a would haTe been lower d .. p1 te the teet that Talue ot lUI in Chilean 

Currency might haTe been taken a a low ao 7.9 peaoo to the mark. • 

Subaequentl,y. the "Bureau ot J'oreigll. and Dome otic co ..... rca .... adTioad 

throngh perao~~al wilih at the l'oreigll. Sale• llanacezw ot the llaldwin LocoaotiTo 

Worka and ot the .AIIerioan Locoaothe Coapany, thllt theoe co•pal11eo were 

portlcularl,y i n tereoted in knowing whether to go to the e:rpenoe of oubolittiac 

tender s on theoe 7 locoaoti Teo , haTing in a ind the treatment accorded 

fesUnghouoe • 

.t.a a reeult ot theae re<tueota , the Secretary ot Commerce, on Jebru.ry 

16, 1938 , addreeeed a coiiiiUDication to the Departaent of State OU&C••ttoc tho 

adT1aab111 tr ot melciac some tora ot re])reaentation to the Chilean GoTel'll.Hn' 

on thh matter. 

Tho State Departaent r eplied under data ot llarch 31, 1938 thet 1 t had 

' been f orced to conclude thAt no ground• exiot upon which repreeentationo to 

the ChUean Gonrnaent could be properl,y and attect inl,y baaed. • 

In the interla - that 1o between J'ebruar;r 16 and llarch 31, 1938, llr. 

Harold 11. Randall, our .t. .. htant Co•ercial ..t.ttaehl at Santieco, wao in 

tas!~on and had oceaalon to lunch ictoraall,y with the co-ereial Seeretarr 

At the Chilean Zmbaoo:r. Dllring the luncheon, eeaual r eference no aade to 

th~ abo .. ;~ntioned Genoen arti culated-train tr'anaaetion. .&pparentl,y • ao a raoul 

tU?ftSf'iCIIf'r, acting on hie own 1n1t1at1n, diec:o.ued the utter with hie 
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.Aa'b&oMdor wbo 111 tva WorM& \be C111l- hrelp Otfloe 1A laUaco illla\ 

' ! b• action ot the Stah Bail...- 1A plaaf.Jic blportant ore_.. 1a OeNU~r 

ri tbollt cirl"C -'-rlO&Il .-!aotvere ~ opportUI11t:r ot 'bWiDC, oraa\ ... a 

TilT b84 apreoelon 1a lfaeb.iJICton. 1 n. :Joralp Ottlce, 1A tva, a:pree .... 

l h clirplaenre to the Ballwqe ul llae alM oalle4 tbe attention ot the 

SUbtocroterla\ ot lfar \o tbe 4eelra'blllv at clriiiiC ~rle&ll tlru tbe 

opportunl t :r ot quoUmc on oonta.plate4 -~un piU'Ob.aeee. 

on llarcb. l, tel14en tor \be 1 le-u ne nre opaecl 111 l&ll\laco &1111. 

elt boUCI> the .a..riO&Il 'bld. wu 17.15 percut ~r tb&A tbe low01t Oeraa 

ot ter, t he order wu place4 wltll \be ll&l4wla t.ooo.oUn lfom. !here ~entlr' 

uioto 110 d.ou'bt that \be :a.ar-•e actloa, Gila eo•wbat 1114lreot, •• r.­

tpenolble tor the ol"'ler 'beliiiC c1nn to an AMrlC&Il tlm. 

rote - Set atte91!!4 lfteklr M•bhtraUye &!port lo· ;,:) - l!at!M"· 15/l&/p. 
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WJ!XLT J,llMIIIIS~IVI 
!!!PORT l o . 30 

Ma7 1 •• 1938 

llenrl.ll L. Bobazl 

Ollila Ma7 16, 1938 

ortent l.:!lea the moat ~ortut accCQPlhllmenta of the llur..., a.re the aoat 

41ftlcult to clearly aubatantlata. !!owner , 1l:L the oaaa of the $600,000 order 

10, 10 .,.n l occmothea, placed b7 tlot St&te llail•a;r• l&at month , •• bel1ne tb&t 

'!>lt .. tn the Bureau and t hh office at l eaat two-tlliru of the crad1 t mq be 

ttt•17 t aken . The olotl.ll of reaeonine followe; u aoo.n aa we learned tb&t tlot 

state R.aJ.lwo.:.-a bad p laced the f3,200,000 orur 1l:L O.nDaJ11 without &i'fi"C jmar-

lean ~~W~utacturera the opportun1 t7 of quoting, •• called on three of tlot prlJ>-

elpal offic i al• of t he State llailwqe. 11• bad alrea~ dlacuued the matter with 

ropreaentativto for American firma and UCided that the beat pOliCJ waa not to 

prot .. t but to ~ the Bail""J• aabaHd of 1taelf. :Each of tbe off1cWe waa 

apr-rc&Ched aa followa: "The Chileu State :aau....,.. enJo:re tha h1gheat reapact 

cr .ber l can manutacturera . That respect 1a fO'OJlud on the illlpartial1t7 chich 

the crgan1 :at1on b&a alwqa alwm 1l:L 1 ta purob&aiac polic1u. llb&t ou •• 187 

to laahl~cn that will explail:L the recent puroheee 1ll O.:rman,r aa the reapect 

o! J.::er i c:>.!l manutacturera 1a abared b:r ua ud we do not wiah to do Allfihinc which 

mleht u.tfect i u• In each oaaa, the official approached waa patant17 embar­

rauecl en~ &a'fl no aathfactor, replJ. In orur that no 111 feelilllll ahould ex-

1st, ot her M ttera ware then taan -up. The llureau, i .n turn, muet ban •••n 

aaceooe !'r oo: the Chilean Jbbaaa:v tor the .t.mbaaaedor wroh the Jorelgn Office 

al>o-.t the ver;y 41aacreaable ~reu1on ma4e in 11aahington aa a reauU of the 

State Rail" <>¥•' action and thia o-ioation waa paalld on b7 tlot J oreign Of­

flee •1th a ratber abazp note of 1h own. Credit naturallJ go .. t o 11uael, 

D-.va1 & Oo , who b.Nidled the aale of the Jaldwill locCDOt1na altbcn>ch •• bDneatlJ 

belie .. that the Departm .. t of ooaaaaro• baa a r1&}lt to foal tbat ita effort• 

bore ! rut t in tlli a inat....oa. 

• 
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Personal 

Dear Henry: 

THE UNDER SECRETARY OF' STATE 

WASHINGTON 

January 24 , 1939 

The Br1t1eh Charge d 1 Atta1rea, 1n the 

course at a comeraat1on whioh I had w1th hllll 

th1e moming, lett with me an aide meao1re, ot 

which I s enclosing a copy tor your 1ntorma­

t1on. W111 you let me know at your conveni­

ence 1t there is any reply you would like to 

have made to the British Govemment in t his 

matter at the present time, 

Believe me 

ery ainoer 

The Honorable 
!lenry llorgenthau, Jr., 

Secretary ot the Treasury, 

Regraded Unclassified



au MaJonr'• oo.,.,rraen\ ia \lle uauee~ 

11 n,doa are aoot ,rate~ to \be Un1te4 Sto\eo 

OO• ern.ent t or t bo help~ ott1\u4o whleh \be7 

ll••• e4op\o4 wi\b ro••rd t o Hlo KoJoo\r'o 

Clonra.n\ 'o propoeol tor- oooloU,_. r.hlaa l17-

ot • curreno:r loon. Ill \ he l1aht or \he Pl'eo14on\' o 

Ylno, which \ho Under rear-otor-:r or 'J\11te woo oo 

a uo4 • • t o conYOJ t o Wr. Wallet on tho 11\b J•DU&r7• 

lila lle Joot:r ' • OoYernraen\ now lnton4 t o proewed wl \!1 

on ...-!nation ot 4otolle or t hel r- proJect tor 

ooolot.l rw the Chin. .. eurr enor. t'llo7 will ot aouroo 

keep \be Un1 t o4 tetea Oo• orn.en\ into~e4 ot tbe 

proarooo they wake . 

~oonwhlle they will be aretotul lt tbo7 

:te) be turn1ahe4 wbon \hie boacnoo pooolblc wnh 

turthor 1nto!'1Mtlon, 1a o t oN •• cloto1le4 eo \he 

u .• ne4 Sto\o o OoYernuont :u:r reel able to atn, •• 

to the nature or t ho v orellel eotton whleb t ho 

Un1 ted u\otao OoYor noaont bopo t o h ke . 'rhh ooul4 bo 

belptul t o Hlo U.Joatr'• GoYe...-nt in tho ann\ ot 

Utoir 4oo141nc t o proaoe4, •• tho7 would be•• to 

1ntro6uco leaioloUon oN! _, thererore llo la o 

pos ition where t he:r woul4 wlah t o o\ate wbet ia 

parallel and oiaultenooue action whlcb Un1 te4 Cta\ea 

are preporto4 t o take. 

An uaespoo\od c~llco\lna taotor boo 

lww•••r MeA 1a\l'a4Vn4 l17 \be reoont 4e01o1oa ot 

\be CIU- no•ea a\ k .. II •• I tM oorn .. ot 

r.rolp/ 
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to.,.1P loau aacu,..4 oa \ale CUa\oraa. 1a Ula •1"• 

ot Kla UaJ•-'7' • o o .. ~n\ \bla a\ep h 'bo\lftCI \o 

preJ~ca effor\a \o -ln\a\n \he ore41\ ot China 

and betore the)' undar\ake \o con\rtbute t o an)' 

a\ab1l1aa\1on tun4 i \ will be nece8aarJ \ o .. cure 

tha t all poaa1bl o ueaaur oa are taken \ o reatora 

aocur1\J t or their loana. P >r t h1a purpcaa \he 

tire\ eaaen\1al i a ~o perauac1e t ba Chineaa Oo_r,..n\ 

tor tbelr pa r& t o pnrad\ tba l~l ... n\atlon or tba 

erriU'I&-n\ r c l a\11\6 t o the China Cueto ... naaoUe\e4 

b1 Kte ~•J••t1 ' • ~aaaac1 or a\ Tok)'o wl~ \be 

Japan••• Oo•er~cn\ on 9nd ~ay laat. Kle UeJeety 'e 

Oover~•ent a r e con• 1naac1 the\ \ h ie erranaement 1• 

1n b11at 1ntar 011t a or r h1M and ertor4a Ule oDl¥ 

baala rur at\.,..pta t o .ue1ntain \ be 1ntearUJ or tbe 

China r ue\oce. 

BRlTl~K ~SOY, 

..,"GJUI«>TO!f, ... C.,. 

J-"1 M\llo 1••• 
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TREASURY DEPA RT MENT 

U NITED STATES COAST GUARD 

WASHINGTON 

h'oll: S:p11p21t, Bo~uc. Ob'•, 

to 1 SeoHtarT ot tbt freuuq, 

lleuace tram Proteeeor Bw:k (laipb.ouc J--q 111) , 

,.,,IOJI m 

Yarg ot 7oHip frade COODledon eqe hit ott1ce bu 

not recein 4 lhiJDent ot wood oil, al~ papere reoehed tor 

ahipoente en rot1te. lome thi}Dentt go direct Ho~uc rta Haiphonc 

!roll haD&ei• 'le btTe no trouble t acuring apace tor oarco• to 

I!OnglroJI&• Chen ot bangei 7ort1(l:ll Trade 0011111heion waa o110e 

largeet exporter tUD«AtAD and imprn .. a •• ae excellent -... tor 

Job. Chin••• llaUoD&l a .. ouro•• 00111111u1on opened otti oe lwre ae 

fee l!ua :Expre11 Com~ tor lhippillg antimon;v, tunaeten, woltrea 

tormerl~ lhipped rta Caa?-ton. L1 of China Dnelop(ment) Compaq 

•Ill'•: 1 I ha.,. been one month 1n a.t:Pioag tl'7111C to lhip tro.clte to 

C~iag. b ~are elow, 1nett1c1ent, TA01llat1JIC, and 

wol'ic lhort hourt, fhe7 agr .. t o a th1JIC, and later rnolte. !heN 

1a d1!!1cult7 ellldi!IC lar,e batchM truclta at one UM on acoount 

o! limited ter-qepace; el..,eo terri" bet .. en Haiphonc and ~· 

Chine .. goTe..-t rule• aleo ~ lhi}:8fth 200 lieu ()e1'11AD. tru.cll:a 

held up lJT rr811Ch.• ... etaUon ... tar•• etat .. nt , OhinM• non.-pq­

mant &rr1T1JIC po4a, poedble bt 11 attepti!IC t o hide raU 11a1ta.­

Uou and poed'ble iDa'- .., ooco.r. IIDY-t ot goode bu Sa­

P1'0'1'ed and upect oont11111.84 illpro,.....t. :Wo trCIIlble 1n aoT11114 talpo.n 

pro4Qoh ae trattio lar,e~ ~ .. 
Regraded Unclassified



R£8 

Sccrttary of StatE, 

Washincton . 

92 , J anuary 24, 6 P • m. 

FO R THEASURY. 

GRAY 

London 

DatEd January 2~, 1939 

REc 1d 3 :30 P • m. 

ThE stock e:xchan~E apptare:d at thE opEning to bE 

:46 

vicwi nc thE outlook with the grEute:st pessimism which was 

rcflccttd in ye:ste: rday 1 s marl(Ets nnd pr actically al l 

SECUri tiES fEll bElOW yEsttrday 1 s lEVElS Which wtrE 

rtnort Ed in t h is morning ' s papErs as thE worst sincE 

t he l:iunich crisis . But bEfore noon most securitiEs rosE 

a few points and UEw York's brightEr opening gave: impe t us 

to t his r:!OVt.ne:nt so t hat t hE r:111rkct hErE closEd mort 

cheErfully "iii th the war loan thrEE and a !"lalf pt r cent 

ut 97- 1/8 sfte: r touchin3 96- 13/16 , 

ThE dollar has bEEn quotEd throughout thE day around 

4 , 67- 1/2 on a vEry quiEt market , the British f und sellinG 

s~All ~ounts of dollars in the latter part of thE day. 

Gold was fixEd at 148 shillings 8- 1/2 pEnce: giving 1 ptnct 

premium at 4 , 67- 5/8. Of the 101 bars sold 53 wert married 
and 
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2- #92 , From London, Jan . 24 , 6p .m. 

nnd 10 werE furnished by the Br itish fund . A small amount 

of gold was dealt i n after fixing . ThE British fund con­

tinUEd to operate in thE forward marltct k eeping the ratEs 

steady. 
The franc was relatively inactive , the r ate hardly 

moving in eithe r dir ection from 177 with thE Bank of Franc£ 

apparently not dealing . A feature of the day as of yester­

day was the weaknEsS of thE Dutch guildEr and thE Swiss 

franc but both inprovEd towards the end of t hE day the 

former bEing supported by thE Dutch authorities . 

JOHNSOll 

CSB 
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PARAPHRASE OF TELIGRAW REO.IIVl:D 

J'RO¥: Aaerioan Embaasy, Paria, France frj / 

DATI:: January 34 , 1939, 5 p.m. (i __; 
NO.: 140 

FROM COOHRJ.N • 

At noon today I had a telephone converaation wi th 

Trip, President of the Wetherlanda Bank at 4materdaa, 

who said that the market there was quite oala and cer­

tainly did not show signa of the panic which other centera 

at tributed to it . Some foreign funds had left the country, 

and because of the German situation, even a little Dutch 

money, but he said the amounta were not signifi cant and 

it waa only because the IIBrket was s o very narrow that the 

florin had been affected, Today he said he expected the 

florin to pi ok up. But until the political situation ia 

somewhat clarified, he doea not expeot a general improve­

ment in the internati onal monetary field. 

I underatand from Trip that at leaat Pawke and 

Blessing may be left in the Reiobabank to help out Brink­

:~ann and Funk, Trip said he ia ouri oua to aee whether 

Funk will be inclined to contact other central bank gov­

ernors right a-y and go t o the February meeting of tba 

BIS directora himself, or whether he will neae Brinksann 

as his alternate inataad. so loog aa the Britiah control 

holds sterling at the present o~oae rate with the dollar, 

Trip aaid he ia aatisfied with i ta action, 

I wa8 told by Trip that it waa true that the Dutch 

b&Dki~ 
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banking syndioa~e which had floa~ed ~he 4 peroen~ ll'renoh 

oonYereion loan on the Dutch marks~ did no~ haYe ~hese 

bonds any more and the syndioa~e had been dissolYed, 

Trip did not think there would be any undue pressure on 

hie marke~ againa~ ~heee eeouri~i
es. 

I am told by priYate banking eourc .. ~·~ although 

the Dutch eyndioa~e has been dissolved, banks which par­

tic ipated in ~he eyndioa~e e~ill hold 55,000,000 florins 

of the Dutch tranche. These same sourc es figure ~ha~ 

the Swiss i e euing bankers likewise ha•e on their hands 

as ,ooo,ooo of the SWiss tranche. I undere~and tha~ these 

bonds can be ob~ained in Zurich a~ 93, al~hough there 

i e a s yet no official quo~a~ion - t he bonds were issued at 

95. Today t here is le1e tense een~i•ent on ~he marks~ 

in Par i s, Wi~h some evi dence of eupport for ~he forward 

franc by the ll'renoh control. 

I~ is repor~ed in the press ~ha~ Schaoh~ has oanoeled 

hie oontempla~ed visi~s ~o H
elsinki and Tallinn for the 

purpose of visiting the central banks. 

ERD OF MISSAGJ:. 

'IILSOJ, 

E4:Lft 
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pARAfHRASI OF TiLIGRAK RIOilVID 

J"J\Oil: .t.aeric&n Legation , Bern, Switzerland 

DATI: January 34, 1939, 11 a.m . 

!10.; 7 

, . 1 
- v 

Reference i a made to tele gram Bo. 62 of December 6 

trom the Department . 
)lr, Tyler aubmite below hie report to the Secr etary 

of the Treasury . 
1 visited in Kilan, Venice, Florance, Rome, and 

Siena !rca Dece111ber 31 t o lJanua.ry 15. 

According to published figure• (which probably give colllbined 
an incomplete picture) the following is the/ordinary and 

extraordinary budget deficit for the years given (fiacal 

years ending with June) -
bill,iOnl of lire 

1935 .. . a 
1936 ... 13 
1937 ... 16 
19~ ••• 12 

The de!icU in the ordi~TY budget for the fiscal year 

1939-40 ie estimated at around 5 billion lire. Jo eetimate 

ie given for the deficit in the extraor dinary budget tor 

1939-40, but taking into account e!forta at compreeeion, 

it ie l ikely that there will be another 5 billion, making 

a t otal of 10 billion lire. source• largely non-current 

like the eale of forei~ aeeet1 and capital levy on meet 

foraa of property were used to meet rec ent defioite. lt 
11 
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is not likely that increases in appropriations can be met 

by f urther oonYereion ieauea. The Italian Government no 

longer publiahea report on the Treasury situation. 

The only infor•ation which is aYailable ie contained in 

closed aocounte which mixati on all kinde of liabilitiea , 

inc luding compensator y items, making it imposeible t o 

oisentangle funded or floating or t otal debt. It wae 

remarked by a good authorit y that even the Treasury did 

not know the total floating debt - that it waa •way 

beyond that• , that departments are heavily 1n arrears, 

and that contr ol commitments are inadequate. An attempt 

is being made by the Treasury to protect itself by 

instructing agenoi ea that whenever it ie practicable t hey 

shall wi thhold or delay payment . I have personal knowl edge 

of a ca s e where a state official made an advance fr om 

his own pocket on the Yinister •s order, and i n final 

sat isfaction received a ta.rdy refund of onl y one-third 

of the amount advanced. There is ever- increasing meddle 

at source wi th official salaries . Savings and insurance 

funds have already been looted by the State. Political 

nominees r ecently wer e entrusted wi th management of 

Tri este i nsurance companies , which were the laat strong­

hol d under pri•ate management. It is r eported that the 

result of t his action waa wholesale cancel lation of 

polici .. 
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policies in tbe •ear last and India wher e these coapaniee 

bad old connections. There i s a requirement that bank 
!unde 

depositors must invest/in state bonde to a maximum which 

i s arbitrarily fixed. There were caeee cited in which 

deposita exceeding 2,000 lire were so employed without 

the depositors being consulted by the bank. 

For 1937 the import surplus waa nearly 6 billion lire; 

in 1938 , through efforts to recover an equili br ium in 

foreign trade , it is shown that thi s import surplus was 

reduced to about half, aooompliehed thr ough curtailing 

imports . Exports remained about the eame as t hey were 

during t he year 1937. There i s a shortage of raw mater­

ials, and it is r eported this has resulted in airplane 

production falling far below the publiahed figures, and 

i n munitions atooke being depleted. Inroad& because of 

the Spanish war are not be ing compensated. It is said 

t hat Germany is getting anxious about this situation. 

I could not get any i nformation about the recent paymente 

balance , but it i s certain there has been deterioration 

because of the decrease in sound money, expenditures by 

t ouriste, and remittances by emigrante. The accumulated 

go ld 1n the Sanaa Italia ie down t o about 120 million 

dollar s , and this bank hal only a couple millions in 

foreign exchange. 

It would appear that the main preoooupation of 

the 
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the Government ia to avoid traceable inflation because 

t hey fear the effect on inland prioee. Only small in­

creases in prices are shown by statistics, but houaewi~ee 

say that staple foods are more expensive by three times 

a nd more than t hey were three yeare ago, not to mention 

the deterioration in the quality. Jlanufaotured goode are 

also more expensive. There hae been a not eo rapid in­

crease in costs of transportation, electricity, ga.s, 

and water. Salaries have remained the same , wages are 

barely moving, wi th i ntensification of the &truggle for 

life. 

The complaint is heard from businessmen that they 

are being turned into bureaucrat&. State control ie 

invading not only banking and induetry, but alec retail 

trade. Even the farmers are not permitted to sell their 

produce direct t o the retailer or consumer; they must 

deliver their goode at fixed prices to cooperatives . 

which provide jobs for 23 aen- the cooperatives frequently 

do not pay punctually for the goode, which they distribute 

to the retailera. The customers, instead of getting the 

produce fresh and cheap f r om the faraer, get state f ound 

dear goode. ror thoee people who are able to pay there 

is certainly no food ehortage and the food situation ia 

better than that in Germany - but your correepondent'e 

usually 
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flawleee digeeiion wae ebarply a ffeoied by the deteriorating 

conditione. Openly peeeiaieiio remarke about autarohy 

are made e~en by party meabere, who mention inatanoee of 

failure suoh ae arti ficial wool and the new aluainua pr ooeea , 

for which cost ly plant wae rececily erected. The olaia 1e 

• 
made by the regime that t here 1e no unemployment , bui 

many women who were once gatnfully employed h&~e been die­

missed to provide jobe for men, and many men who ha~e no 

work and are not receiving a dole are not recognised ae 

unemployed. The complaint ooaee f roa pr operty owners that 

t hey have been reduced to a atatua of underpaid admin­

istrators. Ordere from the State are frequently paid by 

Treasury billa which are renewable i ndefinitely at the 

expense of the creditor. 

Going back t o the financial situation, I would empha­

size ita tightneee . Great efforts ba~e been •de to 

reo~er the balance but the s uocese 1B doubtful beoauee 

ot exh&uation of r eservea, and the economic mechanism ie 

being crippled by other non-recurrent souroea. Thia 1e 

the reault of spending beyond meana on araa, non•produot1~e 

public worka, and on autarchic atunts while trying t o 

avoid the oonaequenoee by refuaing to recognize 1noreaaee 

i n prioee and ourtailing iaporta in order t o co~eneate 

for shrunken exporte. In Switzerland the l ire ie eold 

about 
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about 30 to the d.olla.r a1 againat the tourilt rate of 

about 20 and. the official rate of 18. Italy il lee1 

bearUly in faY or of clo114 eoon011y than Germny, and. 

it ia not ao competent at running it ae &ermany, but 

beoauae a larger percentage of Italy 1 e poJulation liYel 

fr om the tara, it i8 le8e YUlnerable. there 8eeae t o 

be rapidly inoreaeing d.ilcontent with the regt.e. 

The belief i8 exprea1ed. by many Ital ianl that one apa.rk 

would cause an exploeion. HoweYer , it ia difficult t o 
, 

see bow the hold of the regiae could be abaken, exc ept 

by famine or war. the foraer ia a long way off , and. 

there il a general iaprea1ion that unleaa forced into 

war by Germany, the regime will not fight a big power. 

EJ.:Ln 
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NOTES ON ITALY, JAN . l-15, 1939 

AND OTHER MATTERS 

(Royall Tyler) 

ItalY and the Chamberlai n Visit . 

When the visi t was first announced Italy thought 

it meant Briti sh money a.nd at last a hope of breaking 

out of the downward spiral , wi th its increasing dif­

ficulties in everyday life. Whi le the program of the 

visit was be i ng arranged, the papers started warning 

opinion not to expect fina ncial results: the official 

attitude is that Italy would spurn any offer of oredit, 

But even eo, down to the publi cation of the final 

communique, Italians anxiously scanned the news for 

some i ndication of forthcoming financial support, 

hoping aga inst hope. The English, French and Swiss 

papers permitted to enter Italy were snapped up the 

moment they arri ved. The visit was popular, despi te 

disappointment. Ita.liane want to see sound-money 

tour i sts back again , and were glad to greet a prime 

minister who wore no uniform. 

The Italian authoriti es were worried lest 

Chamberlain get a bet ter recept i on than Hitler's. 

The hour of the a rr i val was kept eecret; there were 

hints that it was to be a bout 6:~0 - while it 

actua lly was ahortly a ttar 4. Shope were prevented 

from etoolting Bri tish flags. However, there wae a 

croWd at the station and people gathered ae i f by 

magio 

173 
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eagle along the route to Villa Madama. Next day, 

the papera tartly explained that the Romans were 

Just curious to see Chamberlain'• umbrella. on the 

same page, Paleatine atrocitiea and Burmah riota 

were featured, with picture& of British police 

clubbing nativee. But t he average Italian aasoo1atea 

t he axis with lean years a.nd friendship with England 

with tat ones, and not all the triumphs Berlin has 

got out ot the ax1e will ma.ke hiw forget it . Real1Ba­

t1on ot this probably aocounta tor acme of the optia­

iam about Anglo-Italian relati~ne proteesed by the 

present Britiah ambaaaador and to some extent ehared 

1n Downing Street: an optimism that does not give 

due weight to Germany's control of Italy and Fasoiam'a 

impotence to get out or the economic mess and con­

sequent tendency to be tempted to try more burglary. 

Italian Opinion Today. 

The country was downhearted before Munich. 

Musaolini1 s ahare at Munich won him renewed preatige 

and aet many Italians hoping that reconciliation with 

England wae at hand. This prestige baa now evaporated, 

and feeling is peaa1m1et1c and reaenttul as never 

before . The Anachluaa 1a not forgotten, the anti­

Jewish meaaurea are highly unpopular, even with aany 

(probably moat) Faaoiata. franco's auoceaaea arouae 

no enthueiaam; many Italian• axpaot to ••• Spain 

174 
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bought up by England it and when the whole country il 

brought under one go'ferlllllent. Claims on Coreica, 

Tunisia and the reet meet with no popular reeponee . 

A story is current that Ciano's November 30 epeech 

in the Chamber, as written, contained a formulation 

of these claims, but that while Ciano was delivering 

the earlier part, news arri'fed that the French general 

strlks had tai led , whereupon Kussolini sent over a 

pencilled note to the orator to cut out the claims -

but forgot to call ott the demonstration the deputies 

had been instructed to put on. There are no eigne ot 

popular feeling against France. The French Embassy 

receptions are thronged by the Roman nobility, 

ostentatiously friendly. Kany Italians believe that 

Museolini has been egged on in his anti-French cam­

paign by Germany, which wante to nail Italy in an 

attitude ot irreconcilable hostility to France ae 

a precaution agains t Italy'• flying the coop. 

From the beginning of eanctione down t o recently 

many Italian• were reticent in talking with toreignere. 

Today they eeem anxioue to buttonhole anyone epeaJt-

lng Englieb and ehow ott their dislike of the regime . 

The Preeident'• meeeage to Congrees waa hailed with 

enthueiaem by a eurprising number of Italiane. 

Though the Italian papers did not reproduce it, 

foreign papers giving it in tull were sold publicly 

and circulated trom hand to hand. It probably got 

better 

l75 
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better publicity than it would had it appeared in 

the Italian press. The massage was contrasted 

favorably with British blandishment&. Many Italians 

would like to see England take an equally strong 

line. Having given up hope that the Anglo-Saxon 

world will settle with Faeciem, they would welcome 

Faac1em1 s downfall. What they long for ie a return 

to good neighborliness, normal oonditions, lese 

taxation, reasonable cheapness, good rood: an 

excspe !rom the bitter struggle tor lite that, in 

one way or another, is the lot or most Italians 

today. As for the warlike ap1rit or Italy, Italians 

straining at the leash and ready, at a word, to 

fly at the French: it 1a much easier to believe it 

when one reads the papers outside Italy than when 

one travels the country and talka to the people. 

Attitude towards Fascism. 

Allowing tor the !act that large numbers or 

Italians live on the Party, 1t ia astounding how 

many, even Party members included, expreaa hatred 

or it. A great di!!erenoe lies between Germany and 

Italy in that it is rare to find a Garman, even in 

cirolea hostile to Na~iam, who doea not pro!eaa 

respect tor Hitler, while it 1s about equally r~ 

to meet an Italian who doea not apeak ill or Muaao­

lini. Muaeol1ni ia commonly said to be losing his 

grip, to hava abdicated 1n favor of Ciano (and 

Ciano'• 
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Ciano' • wite), Starace and Farinacci, to have tried 177 

1n vain to halt the anti- Jew1eh •eaeuree. The present 

Party trend antagon1ees all olaeeee. The property 

owners 8aY they a.re taxed out ot existence and that 

Farinaoo1, who hal a lot ot the old Socialist about 

htm, will start ola8a-wartare as soon &8 he oan. The 

intellectuals resent ott1o1al domineering, being 

unable to travel, to get tore1gn publications. The 

ousinees and co~~~meroi&l claee i8 sore at not being 

allowed to make money, unless by prodigies ot 

ingenuity and with Party backing. The people, and 

many white-collar workers, teel the pinch ot want. 

A little ditty is going the rounds: 

Quando Band1era Rossa si oantava 
Qualoha pollaetro si mang1ava. 
Adesso oha s1 cant& G1ov1ne~~a 
81 orepa d1 debole~~a. 

(When we sang the Red Faas, we aomet1mes ate 
chicken. Now we Bing iov1ne~za and starve.) 

In a popular restaurant, one night in Rome during 

the Chamberlain visit, ! had to sit down at a table with 

a couple ot Italians, most ot the place being occupied 

by a big banquet ot Black Shirts. My Italians cast 

eyes at the dishea borne to the banquet. I asked who 

was paying tor it. "I' m paying tor it,• oame the 

reply. "I and my triend here, and you too it you stay 

a taw days in Italy.• 

Travelling in a th1rd- claea oar, ! ' opened a 

window 
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window, which waa ahortly attarwarde oloaed by a Black 

Shirt. An Italian aitt1ng oppoalte remarked to me: 

'Yes, I'm like you. I want trash air. Air, Light and 

Liberty!" And he pointed, when the train stopped, to 

one or the inscriptions that are painted over the 

walls or houses: 'Viva il Regi me Fasoista!' and 

said: "You know what Regime means? It means a 

systematic manner or eating.• (In Ital ian, the word 

mang1are, to eat, also means to gratt). 

Disbelief in the Regime is tar more general now 

then it was betore the conquest or Abyssinia and the 

spectacular successes or the axis. In those days, 

Italians eXpected that triumphs on the political 

plane would induce the outer world to accept Fascism 

and give it financial aupport, and that Italy would 

soon be coatortable again. But new they see the mater­

ial situation getting ever tighter, and no prospect 

of i mprovement. They know they are allied with the 

have-not powers, and that any spo1la will go to 

Germany rather th~n to them, it indeed Germany does 

not actually seize the parts or pesent Italy that 

belonged to Austria-Hungary down to 1918. Tha German 

association is unpopular. orrio ials resent the 

presence of t he German observers who have been planted 

in Italian departments. The hotel 1nduatry and the 

trades cateri.ng to foreigners hate the German touruta 

whoae 
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whoae expeneea are paid 1n the clearing and who have 

hardlY a oent or Italian money to spend 1n the 

country. 

Many educated Ita!1ana eay discontent 1s euoh 

that 1t would take only a spark to oauae an explosion. 

But t he Party organisation 1e powerful and reaches 

into every branch ot the country' s lite . There are 

stories of diaoord among the Party leaders, but the 

Par ty leaders know they must hang t ogether or hang 

separately . War might wel l mean a n upheaval, if 

t here were a reverse , and for all 1ts use or intim­

idation the Party knows t hie and will probably take 

care t o keep out of wa r with France, while bluster­

ing in the hope of getting enough oonoeaaiona to 

recapture some preetige again. The general feel-

i ng is that economic deterioration will continue, 

with i nternal ohaoa rather than wa.r as the outcome. 

An Italian who was in Rusaia during 1917, remarked 

to me that the atmosphere in Italy today reminded 

him or Rusa1a Just before the revolution. There 

certainly is a recrudescence ot atreet-begging, of 

petty cheating and abort- changing: things which 

the Regime prided itself on having abolished. In 

trying to Judge euoh a situation , it is well to 

remember that it is always the unexpected that 

bappena, but today in Italy the unexpected oan 
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hardlY be anything but sinister. Some optillll&ta 

think that an upheaval will come, but that the 

Prince ot Piedmont , who la aaid not to be committed 

to t he Party, would then take charge, with Army 

support. 

Where does the Vatican stand? 

Vatican circles believe measures against the 

church are being worked out on the German model by 

Fari nacci, that Mueeolini ie against any such 

policy, but that the way Mueeolini waa overri dden 

on the Jewish question bodes i ll tor h1e ability to 

check the wilder elements in the Party. Some think 

the situation 1a eo tar gone that the only hope tor 

the church would be to elect a foreigner (Cardinal 

~undelein, tor i nstance ) to succeed the present 

Pope, and tor the Papal court to be ready to l eave 

I taly it the !allure to elect an Italian provoked 

a breach with the Regl me. The dropping out ot 

Germany and Austria trom the countries contribut ing 

Peter' 8 Pence make& it of vital interest tor t he 

Church to keep up ita relatione with the sound­

currency countries , and in particular with the 

Engl i sh-speaking world. 

It t he election ot a foreigner a• Pope aeeme 

too revolutionarY a atep to the Sacred College, even 

1n such stormy tlmea aa t beee , lt i • expected that 

the choice 
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the choice will tall on a prel ate ot eaintly lite 

and a olear reoord where any flirting with the Party 

is concerned. The Arohbiehope ot Bologna and Florence 

are mentioned i n thie connex1on. Some members ot the 

Sacred College are eaid to have compromised them­

selves with Fascism. But even Cardinal Schuster, ot 

Milan, who attracted unfavorable attention by order­

ing tor hi s cathedral doors a reliet showing himselt 

receiving Musoolini, has recently del ivered a strongly­

worded protest against the anti-Jewish decrees, par­

ticularly in the matter ot mixed marriages. It is 

said that there is no longer any Italian cardi nal who 

ventures to curry tavor with the Regime. Cardinal 

Paoell1 1 s relations with Mussolini personally are 

reported sti ll to be good, but that i s not taken to 

be a guarantee that the Party is not shor tly going 

to attack the Church. 

The Danubian and Balkan Soene. 

Ciano's trips to Belgrade, Warsaw and Budapest, 

his attempts to establish a new axis in that direction, 

no doubt aim at rea seerting Italy' a prestige in Eastern 

Europe, attar the heavy blow i t suttersd trom her 

failure to secure a common Hungaro-Poliah trontier. 

Neither Poland nor Hungary have given up the idea ot 

obtaining i t . Hungary, at Germany' e insistent demand, 

has acceded to the Antioomintern Pact. I taly ha• tor 

a long time been trying to get Hungary to leave the 
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League. Hungary may oomply. But there are many 

Hungarians who don't want to slam that door. There 

appears to be a tendeno1 to put ott the Italians 

with a statement that Hungar1 means to leave, but 

wants to take her time about 1t . It things started 

going less well for the Tokio-Berli n-Rome axle, thla 

deo1e1on might yet be reVised, eapeoially as in 

sp1 te of the fea.r of Germany 1n which Hunga.ry 11 vee, 

hatred of Germany 1B running high 1n the breasts 

ot the Magrara. 

Stoyad1nov1tch, the Yugoslav Premier, is willing 

to get what he oan out of Ciano, but he baa ideas of 

h1a own about policy, which don't f1t 1n with those 

of the axle. Having secured himself where Italy la 

concerned, and perhaps Hungary too, he may now be 

ready to embark on the olaaaical Yugoslav program 

aiming at the incorporation of Bulgaria and access 

to the Aegean. The means to this end might be 

.ut1l1aatlon of the Balk&n Entente to obtain a work­

ing agreement with Turkey. Bulgaria, , won over by 

the retrooeaalon of Tearlbrod, might then be en­

couraged to demand back the DobrudJa from Rumania 

and an outlet to the Aegean from Greece. With the 

weight or Yugoslavia and ~urkey behind these demands, 

they might auoceed. The next step would be to oust 

King Borla and to create the great South-Slav state, 

run~1ng from susak to Varna and to Salon1ka. 

Stoyad1nov1toh la reported to be considering 

further 
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rurther reinsurance operation• bT resWIIing closer 

touch with France. It ia said he intende to to~low 

t he RUIII&nian example and to propoaa the elevation. 

ot t he respective Belgrade and Parie Legations to 

ED!ba88Y atatua. 

He maT be encouraged in the belief that Yugo­

slavia's hour is at hand by the i ncreasing diffi-

cul t1ea encountered bT Ki.ng Carol in Rumania and 

by K1ng George in Greece. Carol probably has not 

got rid of the dangers threatening him by the death 

cf Codreanu and the other Iron Guard leaders . From 

a vary good source, it is heard that George is fast 

losing ground in Greece. If one or both or these 

monarchs were to go, Boris' chances of keeping his 

throne would sutter. It seems that as long as King 

Alexander lived , Boris d1d not expect to be turned 

out by Yugoslavia , but that he ia not so confident 

where Stoyadinovitch is concerned. He might be 

able to stand against a Yugoslavia hoatile to 

Bulgari a , but har~1 againat a Yugoslavia instrumental 

in giving Bulgaria back her loat territories. 

News from Greece are that the King is in the 

hRnds of Metaxas, who is unsuccessfully trying to 

play the part or a dictator, for which he ia not 

complet~lT equipped. The K1ng will hear no criti­

cism of Metaxaa, even trom hia own brother, Prince 

Paul, who ia aaid to know the aituation and to be 

anxious to rescue the King troll too comproiiUing an 

auooiat1on with Jl.etaJUll. In epite of Jl.et&J~&s ' 

totalitarian 
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totalitarian ideae, and of hie reported intention 

to follow Germany's and Italy's example where the 

Jews are concerned, relatione between Greece and 

Italy are not good, and most Greeks greatly deplore 

England's refusal to buy Greek tobacco which has 

torced 80~ of Greek exports into the hande of 

Germany, and criticise Metaxae for having allowed 

th1B situation to a.rise by being exoeuively st1ff 

'Nith the British where interest on Greek debts 1a 

concerned . Dieeat1efact1on w1th Metaxae involves 

the King. When Metaxae goes, the K1ng may have to 

go with him. 

The movements started by the Anschluss and the 

part1t1on of Czecho-Slovakia have not come to a 

standstill. Germany is finding that there are other 

plane for the Balkans than that they ahould serve ae 

a setting for part of the Hamburg-Baghdad line. 

Hitler needs another spectacular succa11 before long: 

the d1ffioultiea in the way of scoring it in Eastern 

Europe may make h1m prefer to seek it by pressing 

h1s colonial demands. But whatever auocesa he might 

win 1n that field would be unlikely to help hlm out 

ot h1a economo troubles . 

• 
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AIID O'l'lli:R ltAT'li:RS 

(RoJall 'r71er) 
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ItalT and tht Cha•b!rlaln V1t1t . 

Whtn tht vielt wae tiret announoed Ital7 thought 

it ••ant Br1t1eh •one7 and at laat a hope ot hreailng 

o~t ot the downward epiral, with ite inoreaeing d.it­

tio~ltiee in everyday lite. While the pro~ ot the 

vieit wae being arranged, the papere tS!rted warning 

opinion not to expeot tinanoial ree~lte : the ottioial 

att1 tude 1t that Ital7 wo~d epurn !ft1 otter ot ored1t . 

But even eo, down to the publication ot the tinal 

ooamunique, Italians anxio~el~ eoanned the new• tor 

eome indicati on ot t orthoo• ing tinanolal eupport , 

hoping againtt hope. The Englhh , frenob and 9wiff 

papert peraitted to enter Italy were enapped up the 

moment the7 arrived. The vieit waa pop~lar , detpite 

dhappoint•ent. Ital1ane wa.nt to tte t ound-JDOne;y 

to~rieta baok again, and were glad to greet a pri., 

ainieter who wore no unitorm. 

Tbe Italian authoritiee were worried leet 

Cbaaberlain get a better reoeption tban Hitler'•· 

Tbe hour ot the arrival wae kept eeoret: there were 

hlntt that it wae to ~ abo~t 0:~ - while it 

aot-ll7 ... lfhortl7 ar-.r • · abope .,., .,..,., .... 

tro• atooklng Br1t1fh tlagt . However, there wae a 

orow! at the etatlon and people gathered ae 1t b7 
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Uiio alone tM ro~ate to V11la Madaaa. Hut dar, 

the paper• tarU.1 expl ained t hat t he Roaana were 

Jllat ourio~ae to aee Oball'berla1n1 a ~a'bl'ella. On the 

aa~e page, Paleatino atrooitiee and B\araab rlota 

were f eatured, wlth plotlll'ea of 8ritiah pollee 

clubbing natlvea. But the averase Italian aeaooiatea 

the axia wlth lean rear• and triendahip with Encland 

with fat onea, and not all the triu.phe Berlin baa 

got out ot t he axle wlll aake hi• forget it. Realiea­

t1on of thU probabl7 aocounta for aome of the optla­

ha about Anglo-Ital ian relat1one prote .. ed b7 the 

preaent Brltiah &~~baaeador and to ao11e extent ehared 

i n Downi ng Street l an opt1111a• that doea not glve 

due weight to Oermanr'• control of Italt and raaoiP 1 a 

iapotenoe to get out of the eoono11io 11eea and oon­

aequent tendenoT t o 'be tempted to tr7 aore 'bllrglarT. 

Italian Oplnlon toda' · 
The oountrr waa downhearted before Munich. 

Muaaol1n11 a ahara at Munloh won hi• renewed preetige 

and eat 11&117 Italian• hoplng that reoono1l1at1on with 

ingland wae at hand . Thla preet1ge baa now naporded, 

and feellnc la peaa1111atio and reaenttul ae ne.ar 

before. The Anaohlua 1a no t forgotten, the antl­

Jewiah Maaurea are h1ibl7 unpopular, nan wUh 11&111 

(probablJ moat ) raaolata. rranoo'a a~aooeaaea aro\aae 

no enthu1aaa; a&.'IJ Uallana ezpeot to aee ap.in 
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bought up 'tiJ &ncland 1f and •ben the wbole oo\Ul\l'f 1e 

brought uader one so•e..-nt. Cle1ae on Corl1oa, 

'l'wlil11l and the Hit Met with oo popular r .. ponee . 

A atol')' ie o\ll'l'ent tbat Ciano' • Nonaber :50 ep~eoh 

1n the Ohaabel', ae written, oonta1ned a toraulaUon 

ot the18 ole1ae, but that while Olano wae del1•er1nc 

tht earlier part, newa &l'l'1Yed that the Frenoh gentral 

a trike had tailed , whereupon Mueaol1n1 eent onr a 

ptno1lled note to the orator t o out out the ole1ae -

but torsot to oall ott the deaonatrat1on the dtput1•• 

had been 1netruoted to put on. There &l'e no eigna ot 

popular teel1nc againet Franoe . The Frenoh t:llbell7 

reoept1one are thronced b7 the Roman nobilit7, 

oatentat1ouel7 tr1endl7. Man1 Italian• bel1en that 

Muaeol1ni bae been ecged on 1n hia ant1-Frenoh oaa­

paign b7 Oeraan7, which want• to na1l Ital7 1n an 

attitude ot 1rreoono1lable hoetil1t7 to Jl'ranoe aa 

a preoauuon aaalnet Ital7' • fi7111C the ooop. 

rroa tba bll1nn1nc ot eanoUona down t o reoenU7 

aan7 Itallane were reUoent in talk inc with tore1pera • 

Toda7 thef eeea anx1oua to buttonhole an7one epeak-

1ng li:ngl1eh and ebow ott thllr dS:allkl of the NllM· 

The Preeldent• • ....... to concre11 na balled with 

•nthuelaea b7 a 1\ll'Pl'lallll nuaber ot Ital1ane. 

Though the Ital1an paper• did not reproduoe 1t, 

t ore1an papere C1•1DI u 1n t¥11 were eold pv'b11ol7 

and o11'oulated troa hall4 to band· 1t JII'Oblblf pt 

l.8 1 
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bett er publ1oU7 ~an 1t wo\lld hAd U appaaftd in 

t he Italian pre... 1'he .. eeap ••• oontraned 

ra•orablt wUh lrUiith blan4ialwenta. Wan7 l t aUana 

would lUte to ••• E~lnnd take an eqllall7 etrong 

l l ne. HaYlng giYan \IP hope that the Anglo-Saxon 

world wlll aettle with Faeo1aa, the7 wo\lld weloo .. 

Paeolaa'a downfall. What t hat long tor ie a return 

to good nelgbborl1neaa, noraal conditione , leaa 

taxat lon, reaaoneble oheapneu, good food: an 

exoape troa the bitter atruggle t or lite that, 1n 

one wa7 or another, 1a the lot ot moat Italian• 

tod&t. Aa t or t he warl1ke apir1t of Ital7 , Ital1ana 

atra1n1ng a t the leaah and raadJ, a t a word, to 

t'lt a t the rrenoh: i t 1a muoh eas ier t o bell eve 1t 

~then one reada t he paper• outsido Ital7 than ••hen 

one traYel a the oountrr and talk& to the people . 

Attlt¥41 !OII£41 [atOll!. 

Allowing tor the taot that laJ'p nuabera of 

Ihl1ana lhe on the PartJ, 1t 1& aetound1ng how 

&an7, ann Part7 ... bare 1nolude4, expreea batre4 

ot 1t. A great 41fferenoe liaa between OeNan7 and 

Ital7 1n that it 1a rare to t1nd a Oeraan, '"'" ln 

airolea boet1le to Waa1 .. , wbo doe• not profeea 

rupeot tor Bitler, wh1le u ia about ecall&ll7 "" 

to aeet an ltallan who Goea not apeak 111 of auaao­

lini. Muaaol1ni 1a ooaaonl7 aa14 to be loa1DC h1a 

grip, to ban abdloated lA taYor of Cl&IIO (u4 

·.as 
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c1uo'• w1to ) , a.araoe &114 rarlnaeol, ~ ban trle4 

111 nln ~ baU ~ uU...Jowlall •••lll"'a. fh• pre .. nc 

Par\7 trend &n'-101111 .. all olau... Tbe proper')' 

owner• aar thor are \ue4 Oil\ of oall\enow and cbac 

rarlnaool, who baa a lot of tbo old Sooiallat &boll\ 

bia, wlll atut olau-wartare aa aoon aa ha oan. fh• 

1ntallootvala reaonc otfioial doa1nooring, boinl 

unable co tranl, to pc foreign pllblloaUona. r, 

bua1n11a and oo•eroial olaaa 1a aore at not balnc 

allowed to aako aone)', llllloaa b7 prodiglea of 

1ngenll1\J and with Part7 baok1ng. The people, and 

aan7 wh1te-oollar workora, feel the p1nob ot want. 

A little d1ttr 1a so1nc tba rollndaa 

Qvando Baftdlore Roua al out&•• 
QvaloM pollaacro a1 .. nc1a•a. 
Adoaao oh• a1 outa G1o•1noa~ 
81 orepa d1 doboloua. 

( When we aang the ~ l'l.u, we aoaaua .. ate 

oblokon. Mow wo ilftc-qliylaoa&t and atarva . ) 

In a poplll&r raatallrant, one night ln lloH dll1'1ng 

t he Chaaborlaln •lait, I bad to ai\ down at a table w1Ch 

a ooupla of Italian a, aoat of the plaoa boinl oooupiad 

b7 a ~il banquet of Blaok lhirta. MT Italian• oaat 

•1•• at the dlahea borne to the banquet. I aake4 wbo 

••• paJiiiC tor lt. 'I'• p&T1ng tor U, 1 oa• tala 

replr. 'I and ar trland bare, and )'0\1 too lf )'Oil at&J 

a taw da)'a la I\alr . • 

'rra•alllnc 1a a thlrd-olall oar, I opaae4 • 

window 
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l , wtndD•, wb1ob _. abonlJ attan&Ma oloae4 117 a Blaolt 

Shirt. An 1\allaa a1U1111 oppoaUe Nll&l'lted to •1 

•ru, I'• 111ta J0\1. I want f!Nah all'. A1r, Ll&ht and 

L1bertrl' And be po1nte4, when tba tra1n atopped, to 

one ot the 1naor1pt1ona tbat are painted oTer the 

walla ot ho\laea: 'Y1Ta 11 fteglae raao1ata1 1 and 

edd: •to\& know wbat Rtslp Hana? It •••ne a 

erateaatlo aanner of eating.• (In Italian, the wol'4 

aang1are, to eat, alao Hana t o grate). 

D1abel1ef 1n the Reglae 1a tar liON general now 

then 1 t waa before the oonquut of Abru1n1a a nd the 

apeot&o\llar t\&Ooeaaea of t he axle. In thou d&Jt , 

ltallana expeoted that trluapha on the po11t1oal 

plane would 1nduoe the outer world to aooept raao1•• 

and g1•e u t1nano1al a11pp0rt, and that ItalJ would 

•oon be ooatort&'ble •pln. But nar tbeJ eee the aater-

1&1 aUII&Uon ptt1nc ewr Ulbter, and no proepeot 

ot 111prove .. nt . '1'her know tbeJ are allied •Uh the 

hive-not ponra, and tbat &111 apo1le will 10 to 

Oeru.n1 rather than $0 the•, 1f 1Ddet4 0.1'8&111 4oea 

not aot\lallJ Hlae the parte of ):Waent I talJ tbet 

belonged to Allftl'1a-H\liiPI'1 dowft to 1.1111. '!be Oeraan 

•••oolaUon u \&Dpoplllal'. Ott1o1a1e reaent the 

p~aenoe of the 0..-aA olleenera 1lbo ban 'lleea plaate4 

ln ltall&ll departaenta . '!be botel 1J14•tl'1 and tbe 

trade• oaterlAC t o tore1CDfr• bate tbe Qeraaa tour1eta 

.... 
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wbo•• tliPIIlltt ... pa14 la till oleu1nc an4 wbo baft 

bardl7 a -:ent of Italian ••r to eplft4 1n till 

oolllltl'f· 

llanr e4uoate4 Ual1ant 111 d.hoonwnt h llloh 

t hat it ~1&14 take onl7 a tpuk to oaute an txplot1on. 

But the Putt orpn1tat1on 11 ponl'flll and reaohu 

i nto •••rt bra nob of tht ooutrr' • 11ft . '!'here are 

etoritl of dltoord a.anc the Partt leader•, bl&t tbt 

Partt leader• know ther 11111t hanr torether or haftC 

.. paratelr. war alrbt well uan an l&pbea•al, lf 

thert wel't a l'tYtl'lt, and tor all 1te uee of 1ntla-

1dat1on tbt Putt knowe thit an~ w111 probabl7 take 

oare to kttp out of wu w1th franoe, while bluettr-

1n& 1n tbt hope of retune enol&lh oonoe .. 10Dt to 

Noapti&N toM prettlp ap1n. 'fbi pneral feel-

ing 1• tbat ooonoa1o doter1orat1on wlll oontinlll, 

with 1Dttrnal ohaot rather than war •• tbt outooM . 

An ltal1an 1lbo wae 1ft Rutt1a 41l1'111C 1111'7, rt~ked 

to •• that the atiiOtpbora 1n Ital7 todot Na1D414 

h1a of Ruella Jut 'btfol'l &he rtYOli&Uon. 'l'btrt 

Otl'talnlt 1a a 1'101'\adOIOOnOt Of ltl'ltt-btalnc, Of 

Plttt oheaunc and tbort-obaftC1Q11 th1Qit 11b1oh 

\be Rt11M Pl'1de4 1 tttlf on baY1ftl abo1Ube4. ln 

trr1nc to Jlldp 1\MJh a anuuon , 1t 11 nll to 

I'IIIIMI' tbtt 1t 11 alwtl the .. ;llpHtt4 that 

bappeu, 'lnat to4&t 1J1 ltalt tbt I&III~Ott4 HJ\ 

: 91 
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llardl7 be aATtbllll -.~ alnlatar. ao .. opt1a11h 

\111nk tha~ an IIPM&Yal wUl. oo .. , but that the 

J>r1noe ot Pladaon~, who 11 1&14 no~ to be ooaaltQd 

t o the PUtT, would ~ban ~ obarp, wl t h Arat 

support. 

!b•re 4oe• !hf Va11QIQ t!apd? 

Va~loan olrolaa ball••• aaaaur.a &ga1na~ tba 

ohuroh aN belnc worked ou~ on ~lw Oezocan aodal 'bJ 

Far1naoo1, that Muaaollnl la agalnat any auoh 

pol1oy, but that \he •&~ Muaaol1n1 ••• ovarrlddan 

on the Jewlah question bodes 111 tor hla abll1~7 to 

ohaok the wUdar alaaenh ln the Party . Goae tb1.nlt 

the a1tua\1on la eo tar 10n• that the only bopa · t or 

the ohiU'Oh would be to aleo~ a tore1gnar (Cardinal 

Wundelaln, tor lnat aaoe) t o auooead tba preaen~ 

Pope, ancl tor the Papal cour~ to be raa4J to l aaft 

Ital7 1t ~lw tallura to alaot a.n 1 t al1an provoked 

a breaoh w1tb the Ra11aa. ~h• 4ropp1nc ou~ ot 

Garaa117 ancl Auatrla troa ~be ooun~rlaa oon~rlbu~lnc 

Peter'• Panoa llakaa u at Yl~l lnteraat tor ttw 

Churoh to keep .ap Ul NlaUona wUh the aound­

ourrenoJ oountrlu, and ln parUo\llar with the 

i n&llab-apaaklnl world. 

It tbe aleoUon ot a toralgnar u Pope n•• . 
too raYolu~lonur a •~•P to tba aaol'84 Colle,e, •••• 

ln 1\IOh ltoJ'II1 u ... •• tb81e , 1t 11 axpeote4 ~hat 

the oboloa 
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the oholce rill fall on a pl"elate of ulnt17 Ute 

and a olear reoord wblre aftJ fllrtlnc wlth the Part, 

u oonoerne4. nae Arobblll!lope of Bolo&na and Florenoe 

are mentloned 111 thle oonae:111on. Bo• •e•bere of the 

s.ored College are 1&14 to have ooapro•leed thea­

aelvu w1th f'aaelam. But even Ca.rt11nal Bchuater, of 

Kilan, who attr acted unfavorable attention b7 order ­

i ng for h1a cathedral door• a relief ehow1ng hlaaelf 

receiving Uueeollni, baa recentl7 delivered a atroncl7-

~orded proteet ngainet the anti-Jewieh deor eea , par­

tloularlt in the matter of mi xed carriagea . It 1• 

ea1d that there ia no l onge.,. ""Y It!>U•n n•rdind who 

venture• to ourrr favor with the Regime . Cardinal 

Paoelli 1 a relati one with M~eeolini peraonall7 are 

reported at i ll to be good, b~t tha t 1e not taken to 

be a guarantee t hat the Partt 1a not ahortlt II01ng 

to att~ok the Ohuroh. 

'l'll• Danyblan an4 J!!lk•!l loene, 

Ciano 1 a tr1pa to Belgra4e, Waraaw and Budapeat, 

hie atteapta to eatabl1ah a new &lila 1n tbat dlreotion, 

no doubt ala at rea .. ertln& Italt' • preettge 1n Jo:aetern 

E~pe , after the beavt blow 1t auffered fro• her 

tallure t o aeoure a oo.aon Runcaro-Pol1ab trontlar. 

Keithar Pol&Jid nor B\IIIC&IT have e1nn up the 1dea of 

ebtalnlag u . RIIIIC&r1, d Oera&nJ' • 111eUtent de .. n4, 

baa aooeded to the Ant1-1ntern Paot. ltal7 baa tor 

a long t1M been trtlns to pt Hunc&r1 to lean tile 

: 93 
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Ll~. H\IJIP1'7 _, 0011pl7 • Bu~ there an .. 117 

Hungarian• llho don'' want ~o alaa 'hat 4oor. !ben 

appear• to be a tendeno7 to Pllt ott the Itallana 

dtb a •tatiMnt that HW1CU7 ... "' t o lene, bll~ 

•ant• to tAke her tlae abou~ u. It \hinga a~u~e4 

go1ng leaa well tor ~be Tok1o-Berl1n-Ro .. axla, thla 

deo1a1on a1gb~ 71t be nY1aed, eapeo1all7 aa 111 

ap1te ot the tau ot O.ra&IIT 1n which Hungar7 llYea, 

hatred ot Oeraan7 1a runnlng h1gb 1n the breaa~a 

ot the llaQara . 

StoJa41noT1~oh, the Xugo1laY Presler, 1a w1ll1ng 

to get what ha oan out ot C1ano , but he hal 1deal ot 

hle own about pol1oy, whloh don 't t1t 1n w1th t ho•• 

ot the ax11 . HaY1ng IIOilnd b1a1el! where Italy 11 

concerned, and perbapa Hungary t oo , be .. , now be 

r11d7 to aabark on t he olaa•loal rugo1laY pro~am 

aial ng at the 1noorporation ot Bulgaria and aooe11 

to the Aegean. Tbe aean1 to tb 11 ell4 a1gbt be 

utilisat i on ot the Balkan Entente t o obtaln a work­

ing agreeaent with TurkeJ. Bulgar1af. won oYer b7 

the retrooe111on ot T1arlbrod, aigbt ~ben be en­

oo~&raged to de .. nd baok tba Do'lll'ladJa troa Ruaan1a 

and an outlet to ~ba Aegean troa Oraeoe . With thl 

weight ot Yllio•laY1a and ~k17 bah1nd tbell deaandl , 

the7 aiCht 11&00 .. 4. Tba next 1t1p wollld be ~o ouat 

ling Sor11 and to onata tbe grea~ South-SlaY 1tata, 

runa1n1 trow luaa~ to Varna end to 8alon1ka . 

ShJ&d1nOYUoh 11 nportad to be oonllder1ng 

: 94 
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t'IIJ'lh•• Nllla ...... opereUou _, N..aiq ~••• 
• 

~o .. b wUb Fl'aael • U 11 1&14 be llltlftdl to follow 

~· Ruaaalall IUIIPl• U4 to propoae ~e elnaUon 

ot the HapeoUn lelp..S. u4 la.rle wpUona ' o 

&:.ballf .,., ... 

Re .., be enoo'I&J'aiH ln ~~ bellef 'hat Iqo­

alaY1a1a hour 11 *'band b7 'he 1noreaa1ng d1ft1-

cultlea anooun,ered b7 llllg Carol 1n RYa&n1a and 

b7 Ung George 1n Oreeoe . Carol probabl7 baa not 

got r1d of \be clansare thraa\tn11\1 bla b7 t he dea'h 

of Codraanv and the other I ron Guard laadara. · rroa 

a nr7 good aouroa, 1 t h heat'd that Geot':;~ 1s fae t 

lol1nr ground 1n Ortlot. If one or both of t he .. 

aonarcha ware to go, Bor1a1 ohanoea of keeping b1a 

throne would allffer . n aaams that u l ons u 11n1 

.Uuandar llnd, Bor11 did not eJ;peot t o ba '\U'ned 

out b7 IucoalaY1a, but thAt he 11 not 10 aonfldant 

wbera S~Jad1noY1toh h oonoernad . He a1Cht be 

able to atan4 asa1n•' a tacoalaYla boat1lt to 

Bu1rar1a, bv' bar417 11*1n•' a tuaoalaYla 1net~n-.l 

1n &1•1aa lvlcarla baok hlr loat terr1tor1••· 

Nl .. troa Oreeoe are tbat \be llng 11 1o ~ 

banda of lle'*-u.a, who ll 111111100111fvllT tJ'7111C M 

Plal th.a part of a d1atator, for whlob 1M 11 oot 

oaapletelT eql&lppe4. TIM 11"1 wlll bear no orUl­

oha ot Metaaa, •••n froe bla own bl'otber, ll'l&M 

Paul, who ll 1&14 \o know the IUII&UOD U4 W Ill 

IAXlou to ...... tbl uac froa wo ooeproalllDI an 

uaoouUoa wUh 111-.u.a. In apUa of .. .._., 
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total1tar1an 14e .. , and of ble repor&ld 1"tentlon 

t o follow Oe~nt• 1 and Ual7' 1 e&a~~ple where the 

Jewe IU'e oonoerned, relaUo111 beh"n Qneoe aftll 

Ital7 azoe not po4, and .aet Gl'leb 11'1•tl7 deplore 

&ngland 's retueal to ~ Greek \obaooo wb1oh hae 

toroe.S 80~ ot Greek expor&e lftto the bande of 

Oer:zan7, a nd crlt1c111 .. taue for baYing allo"d 

t h1e e1tuat1on to arlee b7 bllng •~oeea1Ytl7 1tlff 

'dth the Brltllh where lnhrllt on Greek debte h 

concer ned. D1eeat1efaotlon wlth Metaxa1 1nYolYel 

the K1ng. 'l'hen ltletuae gou, the Ung ru.t haYe t o 

go with h1!1. 

The .,naenh etuted b7 the Aneobluu and the 

part1t1on of C&echo-BloYakla haYe not oo.e to a 

etandet1ll. Clel'IIIUIJ 11 f1n41ng that there are other 

plane f or the llalkane than that tbet ebolll4 1e"e .. 

a eettlns tor part ot the Kaaburc-Balb4&4 line. 

Hltler neede another epeotaoular euoceee before longl 

the 41ff1olllt1u 1Jl tbe war ot eoorlnc lt ln i:aetern 

t urope .., aake bla prefer to eeek 1t bJ •reeelng 

h11 colonial 4eaan4e. aut whatenr 11100111 he •1abt 

wln 1n that t1114 would be unl1kelJ to help hl.a ovt 

ot hle eoonoalo troublee . 
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SecrEtary of State , 

· '\shington. 

sr , January 25 , 6 p . m. 

FOR T.:c::.SURY. 

GR;,y 

London 

Dnttd January 251 1939 

Rto 1d 3:36p. m. 

1'hE doll --.r h-:s rcmnintd at 4 . 67- l/2 ·.11 doy 

r·tth thE British fund sElling dollars but losing a 

very small ~~ount . Gold r.as fix ed --.t lAB ahillinz s 

:97 

8- 1/2 pEncE giving n onE-h~lf ptnct premium a t 4. 67- 9/16 . 

Of thE 207 bnrs sold the British fund provi ded 47 . 

Tl' t forward dollor is s till quotEd c. t 7/16 for onE 

month and 1- 7/16 for thrEE oonths nnd the Br i tish fund 

b'!s provided most of tht for\lt~rd doll--.rs the dtmnnd 

being chiefly from :.mcrican bonks . Tht bank rtmnintd 

".goin a round 177 nll day ~nd the Bank of Fr'\nc c is 

thought to have sold r. v ery small r.mount of sterling. 

ThE stock m".rkEt b -,a bEEn very 1/E".k todny t~ ith 

3-1/2~ "nr lo::m r.gotn b£lor; 97 . Selling is rtporttd to 

l>t htavy from /.msttrdam especially of . .mcrican stcurlti£8 

• nd other i nttrnat i on'\l stocks . Tht gtntrnl atmosphere in 

the city is gloomy r.nd tht vol ume of busi ness small on both 

t he stock cxobnn~t and thE forEi gn cxohanc c marke t . 

JOHNSOll 

CSB 
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PAIU.PJIRA81 Of TILIGIWl REOIIVED 

PROIIa uu1oa.n lllbauy, Parte, France 

DATE: January 25, 1939, 5 p .m. 

JO.: 147 

FRO» OOOHRJ.ll. 

Inao~1Te exchange market here, but somewhat better 

sentiaen~. Saae spot sterling gained by French control, 

but in order ~o support three months f ranc it spent some. 

Report from Paris-American bankers tba~ s0111e Jewhh-held 

funds froa Swi~aerland and the Netherlands are being con­

Yerted in~o dollars a.er Paris. Today the first official 

QUOtation in .lmeterdaa of 4 percen~ French external loan 

was 92 .75 as compared with 95 , the ieeue price . 

It is reported that ~he Finance Minister of the 
• 

Nether lands in hie communication to hie Senate said that 

the purpose of the Dutch stabilization fund hae not 

undergone any change, but t hat details of 1 te tact ice 

and the boldinge of gold abroad must be kept eeoret in 

order to guarantee 1~• effeot1Ye functioning and to check 

epeoule~ion. 

END SIOTIOB OJI, 
WILBOJ, 

EA:Lft 
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pARAPHRASI, SIOTION TWO, TELIGRAY NO. 147 OF JANUARY 25 

1939, FROK PARIS. • 

This afternoon I oalled on Charles Rist . He said that 

be expects France to be faoed wi th an international crisie 

within a week or two after Barcelona falle, and that with­

in t hree montbe France will be in a war unless a very 

stiff attitude ie taken at once by the French Government , 

He remarked at the same time that hie country is not now 

i n a position to go into a war, particularly since there 

is not much prospect of early cooperation from Great 

Britain except on the sea, unlese the United States is 

definitely behind France. I got the excited professor 

t o change the subject to finances only with some diffi­

culty, 

Riet told me that he thinks Reynaud did splendidly, 

He said he was the only Finance Minister of France fo~ 

several yeara of whom he had thought enough to write 

a seriea of favorable articles. Professor Rist still 

thinks that France bas an excesaively large extra­

ordi nary budget, but while war is so threatening and 

armament consequently eo essential, he seea no other 

pcseibility, ror the present, be remarked, t he Treasury 

situation is easy, and the stabilization fund i s in good 

shape, Be said he admired the Finance Minister's deter­

mination to bring about voluntary converaion of rentes , 

but be cannot eee that there is early prospect that tbie 

will be accomp~ebed, 

END SIOfiOI TWO, 

EA:Ln 
WILSOI. 
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PARAPHRASE, I EOTIONS THREE AND FOUR NO. 147 OF 

JANUARY 35, 1939 , FRO¥ PARIS . ' 

I asked Rist whether the economic situation wae 

i=Proving correspondingly with the financial situation. 

He said it was too early yet to Judge fairly in t his 

regard. He mentioned as f avorable factors the improve­

ment in forei gn trade figures toward the end of 1938 

.... ,..,0 . .... 

as c anpared with 1937, and aleo the smaller deficit t rade 

balance for 1938 as compared with the previous year. 

Rict expressed particular pleaaure with the spirit of 

response of Frenoh labor since November 30 when the 

str ike failed; he feelo labor is doing ito part now, 

and if compensated will gladly work more than 40 houro. 

!.!ost factoriea, as it is, are now operating on a 40-hour 

schedule and no more, because they do not have enougb 

order e to make overtime neceseary. 

Last ni ght I bad a talk with the Italian Ambaoaador 

to France. He expect& that whenever the time becomeo 

opportune for the official formulation of Italian demands, 

only the pointe upon whioh the French could yield wi t hout 

violating promisee not to cede territory would be in­

cluded. The Ambassador said that these would be the 

originally planned claims regarding better treatment 

through t he suez Oanal and on the Dj ibouti Railway. rur-

t hermore , .tb•Y· would request that in Tunilia Italians 

and other foreigners be given improved status. The 

Ambauador 

Regraded Unclassified



( 

- 3 -

ubaeaador hi!R ed that the latter claia could be facilitated 

if the Britieb. would join I taly in reco111111end1ng that the 

French protectorate of Tunisia be internationalised. 

There might also be suggested soae arrangement for giYing 

military identity to the islands of Sardinia and Corsica. 

I did not understand whether this meant equal strength or 

neutralization. They would look to a trade treaty with 

(omiuion) in or der to c011penaate for the ailltary e:r:peneea 

of Italy. 

I!ID K%SSAGI. 

WILSOI. 

U:L'fl 

• 
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P~enared' by Lawr ence H. se~~r l 

t 
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SUbJect : 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Seoretar~~enthau 

Ur . Haai:lfi( 

DATa Januar y 25, 19}9 

Ur. Eooles 1 Radio Address of January 2}, on 

Governmental Spending 

1. This was an excellent apeeoh - - earnest, forthright , 

clear, persuasive , liberal , and human. Deficit spending in 

' depressions" (including the present time) is vigorously 

detended. Naturally, as is to be expected in an address for 

a popula r audience, there is little detailed reasoning; and 

.nucll ot the plauaiblli ty of the argument is obtained by 

recourse to the familia.r , but inadequate, logical method of 

post hoc , propter hoc. 

2. The argument brieny is as follows : Deficit spending 

dur ing depressions, using only the man power, materials and 

money that otherwise would be idle, and using them only in a 

way ~~t avoids competition with private enterpr ise, ia sound 

policy. The budget should be balanced, in due course, but 

only through the increased revenues resulting from an i ncreased 

national income. 

The underlying reason why so many bankers and business­

men disagree with this view and want to balance t he budget 

immediately (in order to restore confidence and thereby create 

Jobs in private industry), is that they, like Mr. Eccles 

befor e 1929 , have not tully perceived or appraised t he funda­

llen~al changes that have taken plaoe i n the Amer1 can eoono1111. 

These changes (similar oeaaimi stio ones have been 

emphasi zed in every past depression) include the passing of 

the frontier, the virtual cessation of immigration, t he loea 

ot our position as a debtor nation, the absence of an expand-

1r.g foreign trade, the elowing down in the growth of the 

automobile and other industries, etc. 

It would be preferable to have business expand without 

the creati on of debt but under our system, this is impossible. 

1'/e have never had a period of expansion without an expansion 

of debt , nor a period of deflation without a oontraotion ot 

debt. 
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secretary !Jorgentbau - 2 

Becaus e the Government did not r ecognize the necessity 

of ort'setting the contraction between 1930 and 1933, the 

country cuttered staggering losses . When, in contrast, a 

cornprehensive lending and spendlng program was launched 

beginning in 1934-, the national income rose prodigiously. 

But wh en the Govern~~~ent sharply reduced ita contribu­

tions t o the !>Ublic buying power in 1937, another p eriod of 

ra!)id deflation ensued. This recess i on was also due, in 

part , to other factors, including increased production coats, 

speculative income buying, excessive instalment credit, 

aer1~us conflicts between capital and labor, and a widening 

spread between agricultural and industrial price s . 

Ur. Eccles does not advocate an ever-increasing debt 

but he argues that since our internal public debt 1e owned 

by the people, as well as owed by them, 1 t is not alariii!ng. 

3. The p resent address is a more disciplined presenta­

tion of Mr. Eccles' views than was contained in hie recent 

l et t er to Senator Byrd. Care is now taken f ormally to 

disavow advocacy of an ever-incr easing public debt and to 

concede that other factors besides deficit spending have 

in!luenoed the process es of recovery and depression in recent 

year s . 

Nevertheless, Mr. Eccles retains hle essential position 

with little change in argument or evidence. These remain 

general and qualitative, as contrasted w1 th specific and 

quant itative, in character, and a good deal is lacking in 

logical cohesi on. A few exampl es are cited below: 

Confronted with the fact that an aggregate Federal def1o1 t 

of more than $7 billi ons was sustained during the deflationary 

period 1931-1933, inclusive, Mr. Eccles argues that thle 

deficit was not of the 'pump priming• variety, because it 

resulted from decreased revenues rather than incr eaeed expen­

dit ures . Nevertheless, in explaining the 1937 recession, 

Mr . Eccles forgets hla distinction between revenues and 

expendi tures as causative agents. In asserting that the 1937 

reduction in the Federal contribution was a great deflation­

ary influence, Mr. Eccles ignores the fact that leas t han 

one-third of this reduotion was due to diminished expen~­

turea (and even thls part to the near-completion of the onus 

PB.YIIlllnta), and that the bulk of the reduction was due t o the 
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increased revenues arising out of a higher level of businese 

act ivity. Tb1s ie true whether it ie meaeured by Kr. CUrry'• 

t1gures tor •the net Federal contribution to the public 

buying p010er•, or by the Treaeury 1 e figures for the net calh 

deficit . 

In replying to the contention that the Bri t11h achieved 

recovery by balanoing their budget, Mr , Eccles auerts that 

their Government never 1 perm1tted1 their national income to 

tall more than 10 peroen t, while our national income was 

falling 50 percent.. Kr . Eooles f ails to cite an:r positive 

measures undertaken by the British Government, though he 

doubtless has in mind ohien:r the departure from gold. 

He then appears to forget that he is arguing in favor 

ot det1ci t spending, rather than a given level of spending 

ae such, tor he argues that the balanced budget of the Britilh 

18 not due to the fact that the:r spend proporti onall:r lees than 

we do, but to the fact that their income and inheritance taxes 

are relativel:r muoh higher; and he aa:rs that we, too, could 

probabl:r balance our budget if British rates of taxation were 

aopl1ed to the United States. 

Kr. Eccles has apparently never anal;rzed in detail the 

timing of the recession of 1937 in relation to the net cash 

deficit of the Federal Government. We have previoual;r brought 

out (in a chart entitled •Excess reserves, bond yields, new 

orders, production and net cash deficit") that the trend of 

buslneaa actlvi t:r waa strongly upward in the last half of the 

calendar :rear 1936, and continued upward during the first 8 

months of 1937 , aa meaeured by the New York Times' index, 

during the whole of whioh period the net cash deficit was 

decli ning. We have also previously observed that the decline 

in the net cash deficit during the last 6 months of the 

cal endar yee.r 1936 and the calendar :rear 1937 was not due to 

any signi f icant dealine in Federal expenditures, other than 

bonus payme nte. 

Mr. Eccles never really faces adequately the implications 

of his position with re10ect to debt. The growth of private 

debt is itself capable of producing severe s trains and violent 

maladJustments in our econom;r. But private debt baa this 

advantage over public debt: Through t he prooeaaea ot default, 

bankruptcy, and composition, eubotantial readjustments are 

almost continually taking place in the volume and terms of the 

Private debt -- readjustments tho. t make the burden of thaaa 

debts tolerabl e in ordinary timee, 
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Public debts are in a ditrerent category in th1e 

respect. '!'bey can not be de:taulted or ad.Jueted dolrnward 
without involving the good :taith of the Government or the 

stability or the currency. 

:cs 

!Joreover, lolr, Eccles' insistence that a per capita 

governmental debt of $430 is not alarm1ng because the per 

capits. Ot?nerahip of the obligations incorporating this 

debt 1s also $430, i s not reassuring, 'l'be tendency of an 

expansion in the public debt is to increase the conoentra­

Uon ot i ncome , Who are able to buy public debt securities? 

Apart from banks , it is mainly members ot the upper i ncome 

classes and the financial institutions through which they 

operate. Interest on the debt must be paid by taxes raised 

trou the whole people , for we have found that progressive 

1noooe and death taxes, by tbemsel ve a, are not suttioiently 

productive to meet the needs or government , A continuing 

large growth in the interest-bearing publ1o debt must be 

considered as an influence tending to rreete or further 

accentuate the existing unequal distribution or wealth and 

income, 

A good deal or lolr, Eccles ' present position apparently 

rests upon v1ews that he di~ not possess less than two years 

ago, In the oreaent address he says that be dose not •see bow 

it would be possible to have a dangerous general inflation so 

long as we have a large amount ot idle men and unused 

resources , Long bef ore i nflation could develop, we would 

have a volume ot business activity that would increase the 

national income to a poi nt where the budget could easily be 

balanced. 1 

On !larch 15, 19.37 , however , wbsn millions of men were 

st ill unemployed, Mr. Eccles, in a st atement to the press 

declared: 

•Under present conditions of accelerating 
r ecovery, a continued easy-money polioy, to be 
successful in achieving and maintaining a balanced 
recovery must be accomoanisd by a prompt balancing 
or the F~deral budget ana the subsequent retirement 

or oubl1c debt by the government in relationship 
to the expansion ot private credit . I have not bee~ 
and I am not now in tavor or balancing the budget a 

the expense of the de stitute and the unemployed who 

are unable to rind private employment, but I am in 
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favor of 1noreae1ng taxes on 1noome1 and prot1 t1 

if neoeesar:r to IUita1n the Tolume ot relief and 

at the same tiiDB bring the b.tdget into balance 

and pe reit the pqing down ot public debt as 

private debt eJq>anda. Onl;r b;r th1a process oan 

monetar;r inflation b e prev1nt1d. • 

Nor was there an;r hint in th11 and 11111lar pronounce­

menta early in 1937 ot the 1 tundamental ohangea1 in American 

cond1t1ona that llr. Eoolu now reoogn1zea. We have alread;r 

noted t hat pesa1111atio view• with respect to the eoonollio 

outlook are nearly universal in ever;r depression. The taot 

tblt Great Bri ta1n has been able to tbfge ahead einoe 1932, 

enn though her e oonom;r _is inherentl;r 1\lbject to muoh tlw 

~07 

eeJ!Ie types ot influences a a llr. Eo olea o1 tea tar our own, is 

good evidence that t he peuimietic intluenoee which llr. Eoolea 

cites are not neoeaaar1l;r and at all t1me a decisive. 
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January 25 , 1939 

(Dictated by Leo Crowley at 4:30 in his office in the presence 

of Ur . '.'11111am R. McReynolds) 

I asked for a conference with the Secretary 

to discuss the Glass Bi11 which dealt with Bank Holding 

Coopanies . Re was home sick and so I went to his home 

and he, of course , was not familiar with the details of 

the bi l l and we discussed i t in general f orm and he made 

one suggestion and that was that he felt that the Adminis­

tration was committed to a death sentence and that this 

bi ll should include some limit of time for the operation 

of these Holding Company Banks. I then suggested perhaps 

three years and it could be extended to five years if we 

had to. I told him that the bill we now have didn't include 

that orovision and I would talk with Senat or Glass and I 

di dn ' t bel i eve the Senator would have any great objection 

to havinG an amendment put in the present bil1, before it 

~s introduced, which would deal with tha t subject. 

It was al so agreed that, i f Senator Glass so wished, • 

i t would be introduced Monday or Tuesday of next week and 

that the Secretary t alk with lo!r. Douglas and Ur. Douglas was 

to cont act me and lo!r. Douglas has and contemplates seeing 

Senator Glass at 11 o'clock tomorrow morning and is r,oing 

to see me before that time. 

In the meantime, there ar e no copies of the bill 

in anyone's hands other than the copy that the Secretary has 

and t he analysis that will be given to Mr. Douglas • 

• 
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J...o~- p., 
\ ~ Note: 

• The Secretary has seen this. Be to1d 
~- ~field that he would see Mr. Crowley 
a"\ o\is house this at'ternoon at 3:30. 

Mea 

Jan. 25/39 

\ 

( 
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January 24, 1939 

FOR THE SECRETARY: 
Mr. Crowley called me yesterday and alt hough 

he di d not say so directly he plai nly wants to see you 

about his holding company bill as soon as possible . 

I believe Senator Glasa ie insisti ng on 

seeing t he bi ll and that Mr. Crowley does not want 

to give 1t to hi m until he bas talked to you. 

EBD 
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TREASURY DEPARTMENT 

UNITED STATES COAST GUARD 

WASHINGTON 

Plull lp~~Cent, Bonctr»ng, ~. 

to 1 l.eretary ot the 'l'HUil%7• 

Me"ap tr0111 Proteuor hell: (Baipbollc, Ja:m&rT 18). 

Bai:pbong ateU0111 -.ter raporha 1 Imported cooda abipped 

rail I!A1:pbong to ~ Dec•ber, 193? 1D •ount one thoua•n" three 

llllnclred tone; Dec•ber 1938 anen tbouaazld e1x liDD4re4 tone . :areu;.. 

line repaired now, abipping nearl,y thMe llllD4N4 tone dail,y. llxt7 

thoueand tone 1D dock, lltlt 10111 co !De '177 water to Dlllngl1 dail,y. 

fh1rl7 to f ort)' tracll:a IDO.,. oo.t , lOIII loaded. J'roll l'tlaDp1 ODI blm-

4red tone arr1T1Dg da1l,y, aoatl,y wood oil, eome t1D and woltra. 

'rhie at once p11t on outcoing ah1pe.1 Bailroad A41111Die traUon 11t~ 

matee capao1t7 can be 1ncr-ed to ten thoue&Dd tou 110nthl,y' to 

llmnan. J.bou w1th lfoTcber figure• giTII total tor 193? of th1rt7 

thrM tbolleand tone ; 1938 ot tlttT tour tbouaand tone. 

210 
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TREASUR.Y DEPARTMENT 

UNITED STATES COAST GUARD 

WASHINGTON 

Specent , BoJ181<o114, Ch1Da. 

seoreta17 of the 'l'l'8UU1'7. 

26 : azmarr, 1939. 

II8U868 tram Pro!Heor :Buck (BaililoDg, Jaztnarr 16) . 

One !rel.cht oar thirtec tone wood oil tr.. b&Dpi 

unloaded t~ and t1'1U>8!erred et-r B~IIC &114 freJ.cht traill, 

nineteen care, lett late thie aft ernoon. Lo&ded frel.cht care 

tu!tlcient to three more traine. Lut three 4a;re act1rlt7 morlA& 

aaaeaobled trnca, !i! tMil d&il7. 'l'onl.cht neet o! fifteen Dodce 

ttuc*e warmin& enctnee, eome loa4ed with freight. J'our boxed lord 

ttuclao left b7 freipt t hrH ~· aco to~; four boxed CheYrolet 

ttueke loaded ree4T to leaYe; ten freight care loaded, one lot 

reilt. Other loa4ed care, box care, four on outgoillg trdn .ariced 

/. 
I 

imtl- ble. Quite erldent &Tailable ~tpaee 1e alloted to different 

lhl.ppere . 'l'hree •t-ere ceme 111 7eete~, one lett to~, one 

unloading Chnrolet boxed truck:e, ore, petrol prodnote; eome 

&ct1Yit7 mo...illg freight !rom oblon& dock ~een. 

::.11 

I 
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WAft DUARTMKNT 
o,.ncc ~ TMI! c:MIIP" Of" .,....., 

JanU&l')' 25, 1939. 

Honorable Henry Morgentbau, Jr,, 
Secretary of the Treasury, 

Washington, D. C. 

~ dear llr. Secretary: 

212 

The following telegrea caae in yeaterda;r eTening: 

•The part;y I had in aind f or the 
poe1t1on baa been married eince I firs t .. ntioned 
111.11. I expect to contact hill to110rrow again. 11111 
call you if I have &D7 success . 

P. D. Shingleton• 

This, I hope, will explain the delq in produc­
ing this man for you but I will let you lcnow as soon aa I 
can get i n touch with him, with a view to making an appoint-

"""t with you. 

With kind personal regards , 

Sincerel;r, 

~ak_~ 
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ro: ':he !:ecretary 
rnOJ.! : ·:r. Gaston 

Sli3JLCT: Seymour l':eiss Case. 

January 25, 1939 . 

':'his menor andlll'4 repeats the substance o£ rey telephone conversation 

nth you this nornl.ne with lat11r w11nts . 

Robinson, assistant to Bascom Timons, correspondent for the ;lew 

rle8l".S States, asked rey hel~ this "'orn;.ng to cet soma information on the 

.ey:~our .. eiss case . F.e had been watchi~ the Board o£ Tax Appeals and 

this ...o~ learned that a stipulation had been filed, but after a search 

r,r the stipulation and tho prior record it vms learned that the e:ttiro 

f:l e had previously been sent to Nev. Orl eans where Charles p, Smith, a 

~c:.:er of the 3oard, wns to hold hearings this week on the Toeias, Shushan 

~,; art cases. To complete the record in Smith' s hands, the stipulation 

~ras a' so -ailed to hin yesterday and nothine was available at the Board 

l~ ~!:011 eHhor t he condi tions o£ the stipulation or the previous r ecord 

In tl.c ca:e . 

I t :>ld Robinson I l'rOuld s ee w:tat I co>.lld do to help hirt and call 

M" later . I called ·::enchel and put the situation before him . He knew 

t:ltit Sllith had gone to Netr Orleana and two or his attorneys also , and 

tl:tJ!'()!'ore believed that the explanation given to Robinson at the Board 

wa:; corroct . He instructed Streator, one of~ ~sistants, t.o investi­

cate . Streator confirmed the situation aa ~lt·by ~obinson . I told 

cnc~el o£ your desire to have the r ecord available at the earliest pos­

s~ble ::oc<-nt and your suggestion that it be r ushed back here by plane. 

··c :a'd t hat '!.twas out of our control and in the hands of the Board 

but he would maY.e such suggestio no as he could diplomatically. Streator 

talked to Chai man .lrundell and Arundell told him that Smith could make 

the r cc:1rd available to nO'I';'Spaper men in llerr Orleans. 

',J-.en Robinson called acain, 1 suggested that he n:essace his paper 

to eet in t<>uch with Snith at the i)eSot. Hotel in !!ew Orleans. Later, 

·.:enchel advised me that Streator had talked 0\'er the long distance phone 

lo S:-.i th and !:mith had told him that he would be glad to cive out t he 

facts to the nevrsnapero i n !lew Orleans . r:enchol said, horrover, U..at t he 

st~?ulat~on might. not arrive in t:ew Orleano until tor.wrrow. Ho thought, 

ho-.1evcr , that Smith >rould be able to get authority to reveal t he ao:ount 

o~ the settleoent. 
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TO 

TREASURY DEPARTMENT 

INTER OFl'lCE COMMU NICA'TlON 

JAil i 1939 

Secretary Morgentbau 

~. 11. 1"ole71 Jr., .&ctiDC General Counsel 

11• ban re~1ved a attar rroa the .tcti!lg eo-ptr<>l.l.er 

QenaraJ. 1n wbich be etates tb&t tb& tact ot lloear s . ea-lnV' 

torear ott1c1al. cormect1on as Attorne7 General does not preclude 

the acquisition ot h1a laDd at staatord, 9?Dp•c*' ••~ tor poet -ottice purposes , notw1tbatand1Jl& the t act tb&t he aubaitted h1s 

offer to sell this parcel while he still lleld office. 

214 
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The Honorable, 

Comptroller General or the United Stetee 

'll'aabington 

January 20, 1939. 

The Secr etary of the Treeaury. 

S1rr 

I have your letter of December 30, 1938, in which you refer to a 

proposed acq\Usition of additional land for the extension and r emodel.in8 

ot the Staaford 1 Connecticut 1 post office, under a proj eot selected f or 

proseeuUon by the Secretary of the Treasury alld t he Poetmaater General 

pursl1!lllt to the provisions of the act or AllgWit 25 , 1937, 50 Stat. T131 

and Public Resolution 122 of June 21, 19)8. 

It is stated in your letter that since the present site of the post 

office a t Stamford i s located at tlut intereection of two streets it -:r be 

expanded only by acquirJ.nc the adjoininc 1.8pro'red property of the Young 

lien's Chri stian Aeaooiati on on the north or by acquiriJI& unillproved property 

on the west 01med by 11r. HOller s. <>'•'nge aDd a s...U 1nte.rven1Dg and ad­

JoJ..ning parcel 01med by llr. Clutrles F. Jlacu1re, and that it baa been ad­

ainiatntively detel'll.ined that if the project 1a to go forward the p11Dl1o 

hlterest requires the acqldsition of the eu-ini• and Maguire parcels in 

preterenee to the taproved property ot the Ioq Men •a Christian AaaoeiatiOD 

&lid with reference to the •tter you atatea 
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•* * * in viol' of the f act tba t llr. ()uem! ngs now holds the 

office of Attorney General. of tbe United States, an expressi on or 

your views as to the propriety of entering into a contr act w1 th 

biDI is desired in ad•anca of a.n,y obligation or tbe appropriation 

by acceptance of bis offer to s ell bis parcel tor $50, 0<Xl. • 

In vie~ of t he f act t hat Mr. O•mm!ngs no longer holds tbe offi ce of 

Attorney General of the United Stat es the question as to the propriety ot 

entering into a contract with an official of the Government 1s no longer 

in•olved, not'rlthatanding llr. Cualings My b!.Ye submitted biB offer to sell 

his parcel "bile he held oftice. Consequentl,y, if it be deterllined by the 

Poataast"r General. and the Secretary of tbe Treasury t hat the project to 

e:<?•nd and remodel tne post office at Stamford should be prosecuted, nnd 

it i s further deterlllined administratively that i t is to the best interest s 

of the Government to acquire the additionnl lands necessary for tbe extension 

or the site t o the r.est r ather than to the north of the present site, the 

!set of Mr. Cw:mings • foraer off icial connection does not preclude the ac-

quiaiti on of such lands fro• two and llr. llagu.ire. 

The papers transaitted with your subllissi on are returned herewith. . 

lnclosurea . 

Respectfu.lly, 

/s/ R. H. Elli ott 

Acting Comptroller General 
of the United States. 
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• .. , 
- ·~ - ... s . .;ovd,i J l nut- ry :<o, 1-1)9 . 

ll : J!' ( . •• . 
r . Glst on 
r . ut.' S - . .. lll.tt 

"r: [.:;bin 

~·h: ~ -.: c- .:;t:ed - th• r~t - '11 l 'N<. nt. ~\.1 to sp~ck t..o 
uU'o~~!- I.~ Otl.:.l t~ t i V\,; ttl.11 I to!h._t.C e t o St-y , .lthvut 
•. \ u..;. l;• ~ ... ~ t: rt.l bt: .... t r . ... trying to uo ••.. 

... •v t _>~ .,lmt:tt.~ng .. n~cn, iS fc.c- cs I .:n.; , !.!n' t 
!.! t.th:: f'or..1 I .:.ut t..os e c.. it, tO.! i nc..vtn ' t tu .. u: 
,.;.,~r . ..;.: to t..;:·ploin it . ~. u .... tht t i.s t.u:s . p.u1~ 'l'· .il 
l . n .. , lOr JY ,.,ur.""Sl:3 , 1:. 11. tion: 1 inc.:.o .. fo•· tne 
1 =-t t~n t>i r s . i~o .. , t. t I .· nt to c..:o i s t0 
• c . rt to: - S£;>< r· \.£ .. 1 t. ! ~: l l tn~ Sne<;•J fro:n t he 
~'" ~.: . I w;.nt t o t· «~ · ll tue .m.:>· .. n i:usi.r.t:r.~ in~i­
.:~ _, • ;.·.J i..p,:>l:,. tnt 1 1 tt. r t!a.. .)tll t'" t ttit nr tioHt 1 
lliO:Y'lC : ::J st.~ '''li"n ol' t.au:;c :1e lp builu it up 1 r.<.l 
•. l i "n c>f t.l<.11 ,JU~ Il - tl<.l.> .JUSI1 it; ..town; · B l l!Dy , 

.Jt;.
1
.,.r !.~ .. tt: tw .... , u:~1.1t.. \ l ~ o~ :;. ~ :i bt se ;1: ti;,nt l l n~')j,fi 

, n.~ ~ 1 t.t.r WL t l.t1C : '- t. o .<lt1<.1.~ )f t uinc::> !'t 0Jt r~ t. .... u 
o.l t r ,... ""'':.'- t_t._ 't two.\. V ~.;1.; ... 1 UIJlt.;~::S ~Oilt-f•V..:.! '''!:) ~ 
•· t ... r~ t.L - t:.<c 11~ ti 1th l l!t~o:le l'.Jr t .... n ) "-' r!.: , 
t..tu;;! ..... t. t._i~~t. r:. ... i..;~!.· - tr· u ... pt t•er.t t.\.i.H,£' - .1 .>l. .; ._ __ .:~t 1:.. . it l.~:· .:.z ... tf~E; 0:.1, £"\. 1 ji.4. ... t. ''""~ hC 
,.& .. "t!" t..h ... Jtn t..r , .1.t.,~ :t._ it. r llut )n t ..::>:J i .,r 1::· 
l r t._u·et: .r. t • Ji e· ..:t~ ,t,nE:r . You no tnC;.;. 
... t.n:...::.~.; tn:.t.r. ... t r'-- • ut .>ut.. - t .rc:lS:>t rtnt - .11:. t 
~') "" _u .;· _l it:' 

. Jr : I J,:.sc.. I.ubin .. at.t.n~r '" ,:nc .. tm.t tni- t. •• lnt: l.t ... 
].,\.\.! . U<.lr•e ln tuls .. : y . He S< 1 . tn., !LI t~.~ h 1.; I re 
: v: 1l<ble; di ... n ' t ,n.., .. . mt.tn\.t' 1t 1

:; evu· b t.wn 
1 

1
J
1
trv: cheu ft· ud tu' t 3 i E du.pulnt. ...i ~ ·;;u t::nv.~ , 

... 

ve >rb<' J t:lt:tll t>l' t.njlJOdy m S S< t .io.vn en<.! trice tO 
.:;.:Jt·rc- t.e tn;, vt·t'i li.IS huslness lnuic:es , tnoB~ .-mich 
"'-~"'""' t J ,,e.l,> lnct•c:: ~<> th ... n; tion< 1 lncotl•e • n" tnos"' 
.. ni.ca ,>ull it uo •. n ovt.l' I• ;:~t.riou of t~:n :;e.;.rB~ 

... :>t ju!:t uit"' tn;. t 1.uy . 
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In business series olould yo u include s uch things 
( s excess r eserve r e <., ui r ements , r. l l t hose tnings? 

Anything - I mean l t hlnk fifty or a hundr ed of 
t h em . 

!:.ve r y f••ctor whic h hEs e ve r been segr eg& t ed as being 
c.:t u st..l . 

J us t. st.y t ill. t ' SE in, >li ll > o u? 

1..11er~ ftc\.or .7nich n:;.s cv~:r bEtn segregateo es being 
ctUSll . 

'!'nu t ' s t· ig:ht . I meLn oft~r ell, for • • . oesley 
:.!1 t. chcll runs ' stcrics of flfty , Joesn •t he? 

.. >t.uuy n e :nt.ae f o r u:; is 1 bo ut tn~t mucn . 

Yes, 1 meon ull Ki nos of thines, &11 kinds of inous­
tries . Just r un off u few, Lubin, so ,;e c oulci SE Y 

wm t they a r e . 

No t only tb.e inoex of t• cti vity in s pecil'i c indus­
t r ies - I ' m t hinking of housing t.ml r eilr ords , for 
cx~.mple , as opposeJ to cert~oin of your highly dur-
f- ble goods ..-uere, no rut. t t e r 1. h~ t you d i d t o m. tionLl 
lncome, they .. uulun • t. b .. 1 s timulu ting r~ ctor t o nny 
lu•g~: eJO:tent . 

Or liKe ~oody ' s curve , oruer s for pl~nt e~uipment . 

Yes , I mean - for in~t&nce , I woulon' t run in oth er 
combined business indic~:s . 

I see, I see . 

~he tntr.g the Secr e t f. I'Y st. id t.o we w~>s , h e dutsn• t 
thi t~ t h t.t there ls on ly one thing responsibl e or 
\.il"'''" is only one solut.Lon t o the pr oblem ; ~> l ot of 
segments nave go t to be ~tt~ckea . 

I n o tae1· 1;or a, , if &ftet• He tu..u 6 bi g tning ~e hod 
ttliE b~esic t hir.g ~ond \'ltlen you c oulc see t ht.t t hese 
tn1ngs definl t~ly o ver e ;er iod ot' ten. yea r s. neve 
ur~oggea t ne DLt i ont. l income aown and tnese things 
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• .• t, tcwujn tno:y "'cf ini \.~;.1> b~.oila i t up -
t. • .-. t. a J.'t_r .7~ .;ct tllt 1. , t :~cn "'"' c :H.:.lu e :o:o.nine 
th~ .. , : n.1 e L.:n om. •ept rl t~:ly . 'lnen ,, e coula , 
t: t•t~ s i.o ri zh t - ~nct I ' en t:olnc tv «e.;1> poklnr 
: t t1_1~:; t n lc,6 - tJhH• 11. c.;~ulu Sl j, " .ell 00 .1 , '!r . 
•'r·t.nu•"• t , this tntn~:. - nee•._ t r" t nre., o r f o ur 
v~:ry l..a 1l.J rt~nt th tnr.s ;:h~..: h ov .. c· u IJer i oa .;,f ten 
y r:. r:· nl' ve su.:c<.n,;i v~ ly «nuc<teu t ne · nl tion: 1 
ir..: .. ~ ... ,a),;n , .:e: t.nlnK ;; uu .:.:>utd ao t his t•bout 
t t . H<:.rt · r.- t ut ttJI'C..c Jr f :>ur o r five ye< rs , 
>V'-r · JlC.t'i;,u ol' tc.n yc..r r:: , th· t u; ve .. elreu t o 
:r . .:rt.. ~to: tn.;. n~ ti -.? .. 1:.1 tn\.!o:r.c . .c tnir~: ~·o\... c vul1.1 
~.J t.•l:: <..bout it . " 'lw t ' s my :. ,>ro:.ch to the 
~bJ~ctive of r ecovery . 

.. ~,. , on tnis tnir.~ , tht: au~:t:estion I ,..,nt tl :::~.<~c , 
r.icn I ~ lso t niru is coo~ , Ccor~" • i:. t:> ore~ .< do.:n 

tne uifi'e r ent .tinC.5 of t a>.u; . 1\o · ·:e t tl.: · lo t , 
l\ n · inst:..1.:., , abo ut c1nsuncr tu:es - ln r big 
n-,utnt'lll - £ r C lu rnf<Jl. uell , Ne

1 ve never t< .<en-
I ju"t u,;e ::..> -11 t .U n,llt.- rr<.H·o< uo .. n t ;y _>1\ ;.:1,tr­
-..t.tLS , t tle l.i.ut :ln r \.ltOr:1.lUlle~l , t t. j: .:;~n gc.S)linc , 
.... if!t!1•-.:.,n,1: Aird:; (J!" tn..:.l . . H.; i t·x , U:.:tt.t • it~~ncc t: x .. 
I t..a .;t:t r-J....;U~h ln t.li l~l - Otou_; r1 1 

:.i ;_ ~O'>U U~·n 1 

1tt:.'? - • . •• 

un-uu.t . 

J.. .t"~ Il SUr _,) .L U.._~ \., ). - r j Jt'l l 1.. .tell ~ - n:;>t sur l..lS 
t~""-- I. c.~n ).r;:,lit..., ">r, ..:.~r!>lrl.ti~ns, .·.to~"" ti..;., '.>f, 

~n~ I Vi\.t.u~ ls . ·I uctu St tf in tn:. t thint: - t; x on 
• t . 1· > lt.:i - s t!.. .:c · te tn t :,>~ r \. !)f tih. t::lir,; , : !. ·' • s 
<!',...c., it'\i lt t :> t .tts ·'"" 1.•: ,e lin., . r:.:>:: , t.'lert: 1tY 

.t>t bt; l tuin~ vut :>f it , ' w.t. s lon_:r ess y.:>J IJtn !:r .• 
tn· t tnis oc- rtl.cul>,r t.e :; t .n ... tho. 11 s n• vet· 'ott.r. 
'- . ,lli.;~ , r'• c li cc t ·) t.r:,• i t . 

.JJ ) ~ v. t.t in.< 1 t ... oul.l ue; ,,o,· th ,;hil<. , Lubin? 
. 

I tnin.< i t .. ot.lu be IIO t' l.rl <~hilt: , v HY u ef ini tdy . 
i•o r 1ns t c nce , 0ne .:>f t ne toe• s I ' v <: bo.cn fllt<y1ng 
·ith lilY Self is to sec Nnethur .:> r not - <lOA' f t· r c 

cmn•Te in - ;.. r i "c: in ! ct.ivi t y in t .; i ven industry 
~fre:!ts l.:newpl.l)'Ocnt . No .... c •v ... betn :}lc;inJ \'li th 
bull~lng - I ~e·n ~ots l b tlltan doll~ r~ n~r th of 

bu
' 1 . • n · rr,c · n 1.:>r c en lo· .cnt .,veotu&ll; t:u n a 
... ... - !. .u .. ~ ~ ? . ' t ... e ' ve 

bi Lli .,T! 1o:>llr· r s S Y'lt·:,h!rf: ~lsc. I a on «no .. · 
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been playing with tha t ide< . 

• ieH, after yo u ' v e app lied thi s - your so- c <:· lled 
b-. sic l ine of nr tional income , there ' s no r ei· s on why 
y )U ..:< n ' t c hange y our bt. sc line . 

'lht t 1 s one of the t e~ t s y ou ' d. mnt to mLk e . 

~n'" :..pplJ it to employmen1. . ~ou could keep shifting 
~t , ~;» l o ng :::s - everytni!ll; w·.JUld ru· ve ,;o b e cone 
m l.ne s~me s c &lc , st.aac -"~tnoa , so you c oulu ~l ::.,ys 
Ju, ..,,·..; tue one on t he o ther <nd m:.kc co:;~bina tions . 
I th~n_< ba verr c~:-eful, N.l~ tevEr ,·o.:. do , t~! t one 
c ... n b-. l&id vn top o! tilE o \.h., r , so t uey ' ll fit . 
h[\1;- t? 

I t :unc< anotne r lueL m.!.t;nt b., l.o to.Ae }'Our nt:t 
.:.mt:-lbuti:m tn ll~g t nu b"r,in t o bre&.< thr t up ; 
'or eut i t U,l in,;o t t.xt.s hila expenultures , r nd t.1en 
b r et<" up :rour expen.ii turc:~ into ¥iff er ent clt• sscs. 
l.o ;;ee if ; o u c r.n t r~c<l 1JI"..1 e fl'e.:t t her e . 

M l' l 'Y , it ' s so.netn int.: ll""' ::c ,;t)rt: - so r t of tnine -
•1n<l nf the. j>ho ses of tht t .rould be the sort of t hing 
r:e diu for Co l onel .. ~:. lt . 

11. • Jr: :.no? 

·' · • Jr: 

·, 1b!.n: 

d • . • J:- : 

... ubi.n : 

Colonel ";;, i t , n <JS<.)U!'CtlS Co .uai t tee . ~emeober tno:.c 
em rts I ;n~>.oe for nL1? 

Yes . I t' s ••. 

.. .,11, is t hf. t &. l ong tnis line? 

rits right into tne pl~tur~ : Gove rnment cx _ en~tture 
~n ~ifferent t)VC3 of con3 Lructl~n in t~:-ms of nf tlonL 

in.:vt •e . 

i,;~n y.>u thiM o l' & l>ct~cr b£ sc lin() t han m tiuMl 

i ncome? Lubin? 

./ell, i t ' s r.ppc. r tlntly tile sol e criterion of "ne ' s 
econ..,::~ic s t c. tus . 

I t ' s go t- tbe re 13 one ..• 
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.lku. t I ' m trying to t nin.t of- LXJ)lu i n t -, Lubin -
I ..ton 1 t mmt t o ge t into ony con trove r ::.y wi t h a ny 
ind i viduals . I want t o know - n ow, the President, 
~s he ' s put i t t o me - I mea n he believes in this , 
~.nu until somebody cE> n prove it ' s wrong , he ' s going 
t o c ,mtinue t o believe in i t . &ut t ne t hi ng to me is 
so e xperim<>n t ul t hat If eel .I want t o cnallenge t his 
"'nole business with t he hope t na t ,.e can find so:ne 
thins:. th!J t ne could tnen concentra te on to encourage , 
t nu some t nlngs t n& t .1e 1lt say , ~~'::ell , we just .. o n ' t 
m· ve tny mor e of it, we ' ll uo a.t&.y wi t h t oem ." 

~ meEn I think !'o close enoJ4;h t o :rno.·1 t hE t he 
isn1 t- t.>Ll:;- liote til: t : s in his mind now, bec>.use 
ne h .fo s no f t.C ts t o tP on o tht::r than he t.nts to 
t.t t :::in :::n oJ b i llion uOll:::r ru. tio na l income . .':ell, 
.. e Lll do . But in toe convcrs:;. tions I ' ve iu..u 1·.1 t h 
hlm v ery r tcently, I .<no1. tht t t1e hcs no p&rtlcult. r 
f c>r.aul~>o of ho .~ to a rrive t. t it, anJ t ila t 1 s -.hu t I 
IILnt t o s ee : is t11ere sometllins .1e coula do to help 
hita ne l p the country? 

nnd I don ' t .Vb nt t o get i nto a ny j)ersonallties or 
" ny t hing else . I' m not ince r us t ed ln trying t o pl nce 
tne b l<ome f o r llha t •s hc>ppened onto a nybody in the 
p~st . I 1le&n wnc· t evtr 1 s boen done or sai d l s ove r 
Lne u&. m. Th~t • s tne w ~y I loa~ Pt i t . But let 1 s 
1::>').'. i!lto the; futut· e . 

Do i~U z ., t i t , 8~-o rry? 

I ..,ui te ;,g ::-ee . I t t'or.:<!S t tt~>ntlon .. OE!' e 11.. bE l oots, 
&'.';t·y fr..>ll the ;>£111st1v .. .:; un:.i 011 10ne rebl obsta.:les 
t .) " nigh nt.tivm 1 i"lC O'lle . I t ' s in line .,i t h wh· t 
you (Lubin) - r emellber th~t st&te~ent you yresenteJ 
t o tnem t y.:or q:;::> , i/BS it'? Tnere ~re tnese tntn]!!s , 
:ma t:tis mignt be ~b l :- to sno.1 i t gr apnicully . I •m 
not s ure ilO•· :;uc..:essf .11 l t woula be, but c e. rtEinl:.r 
t t ' s worth try lng . 

.. 
0
rth t rying, 11nd it wlll me&. n a lot of 1.ork tn 

a n wing cer t ~ in corre l a tions t o be sure tner e i s u 

r el~> tionsaip . 

Be h lot o f i nterdependence . You may agree t here 
~o. r e certbin indices -for e umple , tne most obvious 
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..:: ..:.:: N :.>\o.lu • ~ r~ i.i .. t'fS 1 constr ... \.!ti:>r. , t.no (•grlt.!~...l-
i.Ur".,, >lll!.cn .:.>ulc. bt tn .. f ~..:tot· s .JJ.llin;; on ~:ne Jo,.n 
.<LH• · It ' s rvrtn s t:elnt 1h . t you chll fino:~; .¥.1ctnt! r 
y .- u c:>.l!e out ·'i tn s Jo1e th l nt you u m 1 t Y.no:. unt tt 
oft-tr Y·'U've trit:J, b .. c··U!li.; tn-.rc b!'C $0 :nt.ny of 
tllt.S<:; ft.C t Ol'S tnt t L r f: lnt.t;,!'li~:Jendent . n fl'-' if y o u 
~v bl ~« t en ycct•s , t ntrc 1 . .1.11 be aiffic•Jlth 5 . But 
tn t ' •. tn~: w~ J t.J .>UI'r.ut• tt , tu 6 d. ;..n .. J fro;~ t !1.; 
tl~ J.ts .• !.th C'€d,J.,.:t t.• tuc C•'-":Jens• t.>rt fis.:lll Sj3tu,l , 
t.n· t. t.a· ~ corrt:"cts - 1..t1t ~ t:tt t ,;;. t• r tstor~ •1E't ltll} 
r~t.!.JV~.,.. ry . ~t ' s very 1:1·:;'-1.,. tn tnt n.turt ilf ~ :nlli.a ­
·.Lv~ r .:aer t .. rn 1-ny · •.Jro: ch to tm r H.l , ro1 lcm . So 
toll t ~:uis . ill s .:rv._ tu dirl..:t -. t ter.ti~ll t .> tho; f ;.ct 
tn~ t t-.:.e:rc fsr~ t.h;J~ rti.lll b;. stc cn<...-:-e;.ct-ri.,;t.l..:s 
.• n!.c~ot JU~t Cc: _ .... ~..>vt. .... ~ n- ( tt~rt""' ' :>r elsE: you 
s ir1. 1;: . :>n ' t :c. t t r.y~tu:rl. . 

1..,L·· ~ ' 5 )t:e J'C,lt.r t.ltn!.. · ,.en Vlt:inE ;b'Jut ..:, ... _,,.n-
..,."" 'i ... ~.Jo::t. i..·a!. , H~ ' "~ ""·"'r .. ~.,, _,ll

4 

in ~gt.rtt.t "' ,., . 

'l tli t ' ... · -l.; t.Ol: t~ .<ts - t.tl.t i .... c · . i tn l' C!..:' .: r ... t.o 
t.~ ::(.,..~ ~ .. ~ tj :..:-t· ·t o 1'1 n tn•>tt. t.~=--~s , . :ti~:'l is 
'r, t..tt.r ~ ~, ' - _ .. ./ i.b, t.u: t. ;t;rt~ .J.n v: .. t.flt-:S l.. t :.>.t .. .j 
~t ..:\.!:-t;, i.rt t1Jt:: ... ..: u!·t n.;.. t..r..~~ ... t.t.n .. ;(.:t rs - Ct..l'tt: L!1 
1: t.u~;._:t..; t.: .t::.: '-· _t..:.t.; 1..1. .,. lllj' rc .•. u.ll.!L.t.. c. .. ) l :">Y""~ent. 

lr.O!..:o t .• t. .: c~I'" l-~ i!. 't.lh.;r t xt:z . ..~;;; ccr. f'u t ~u " ~,..n 
t.,~ _ !:. si-e .. :'".... .. ,'= .. n ~ t .-• .J =i~t .!. t i .. .,ut. 

1..\:t...a. ;t,~...., "'V .... ~~ J~l; t .. t ... •"'"' t .. t~ti ~1\ft;l:,..· . • nu 
...... t ,.,~:::1.:. t :l ._,_ · :tn '=·· n .. ~ .. Ut'" .. ~i tJ.~:"€ i.!"t. \!t.rtc.i-"1 
t ..... ~r-• ..:!.tur.;.;) '":.1~~ ~1 n~-,> .u.:n l~:;s \.nfrl. ..li..l.l~!" '·.a>eh-

.llt.\JL"t:!'" . 

;.: t.ui..tu< tn!.r~ ' .., r :h>S::>lOle f) lls-~r in -,.r:.e. _ .\l~nr. ·.11'· . 
_,:clt.. \' t.iSt.:ll . Ht; .."lt. .. . 1...11. .. 1;; .... c; _.~cn.itur·~!:. t.. •• rlu.y., 
.\ . 1 . -., .. uidn ' t nc.l.> , htoCl ..-~H. t.~t&r~ vt..: t t;. rU~' t. .n.7 r t,;:s.~E' 
ln t tc.~es tnt:r t •. erv ,,o, vy I. ~>.ES > t t h<•t t i:~e . ucll 
ru: , ~ne ' e)'.J!J.hn<tivn .n1y llL sJ.ue;.nit•r. el~&; it r:tL:I llt: 
111 tu tl cn£ r~cl."r 1.>1' tnt: ex,Hm..:itures ~ouo~ t> t tnh t 
t Loe r

1
,tno;;r t.t~n tho; f 1 ct thr t tnty ,·;er" offse t by 

t.u >..ea . 

vl.:tn ' t .
1
e l y ::tUCh b <.:CI \.1 e tnej' ~ere jUSt tr> nsf .. r s -

tnt: " .. . :; . lo· !lS . 
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~~ p~y off bonded indebtedness . 

'rn:• t ' s wna t I thin«, but tht· t tsn ' t the e>..!>lane tio n 
lle rue de . 

11l1>o t I we.nt t o s uy - I tnlnk y ou •ve (Lubin) wor Keu 
Nil.n me often enough- I 1lll nut inter ested in 
11 gettlng" <>nybouy . I huve no thing in mind but «h a t 
I t ola you . I' Ill lntet· est.oo tn trying t o find lf we 
con., ive t:1e Presio.en t - hO•I w;; c Ln dir.,ct the 
t:..:vt . ..>:ny :n ' tne F't<der:..l Cover!llllc..nt to.1aras stimula ting 
t.aoo tnin..:: .mien wE: 1r e st tlsfied tiill .tel ,> c.nd cur­
t;, llin:, taose t~tl•t .;s .mien lo.:~.< a s tn.;>ugh tlley 1 ve 
nurt . :lo .. , I •u: c.:>i~ tnis in b uig brOH! wey, t. nd 
t s I s ·c;, I - <JI" ybt: ~;ft;;r b .1eo;k .e 1 11 find n.:>thing; 
\Jut cert.binly t.xi~y I ct>n ' t ge t u,> - I ' m not st tis­
!'ieo.i :101 t toe ;.ns .• e r s ore, <! nd until I -.m sutlsfied 
I' m bolng t o .<ee,> my mouth snut. 

N:>.: , y:m t a .<e , fo r ln:;tLnce - t::<>" tnis .;uestio n of 
jlriva te inves t mLnt . I oon1 t .<novt ,,hether S . E.C. !lEIS 

tne figures how much money pl"ivbte cEpital, neVI -
not retun<.ling , but n e.v rn<mt.y , see - well , l ;, t 1 s take 
:.. looK n t ne.~ mvney go in& lnto business . Does new 
money flow in - und E< r ::nu t cirCUlllSt~nces <J n6 ~. t whut 
tiw"'s will the basiness :r•t.n "xp .. nd a no.i !)Ut nc11 money 
in, see? 

No;~ , t•t .. t ' s - e Vt..&'ybo ... y s:·~ s t..1-. tuing we ' ve rot t o 
do - I've s~id i t - ;~ e ' v e tot t o cet tbe d r iving 
f:>rce o f privt:.te c<. 1titt.l. H;..> it been - .m;:er wna t 
.!it" cu.tlst~nces ·Hill tne bl.lsines~ cu::.n en :;esse .1ut ne" 
money in? I' d llk!' t ? lmo .. o'lll£1. ti&o;)' 1ll do tn:.t , 

sec? 

No .• ) :>U ;>eople lli•Ve t c::ess t :> inco.ne t ex r e turns, 
.Jv l1 1 t y Ju? 

Oh yes . 

'rhe t:ting t he t interes t s .1e is , om: of the f~>llacies 
we llli ght sX;:Jlvae vo;ry d efinitely is the fact tha t 
the mblic offerings hnvent t risen by 8 5 mucn liS 

we •u' li~e t:tem to uoesn ' t necessPr i l y mean thr t 
tnere i sn't new none;,r comln& in . I II&S in Pittsburgh 
~ne :>th"r dE y . bey toot< me to tneir new Unitea 
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S t~tes Ste el pl&nt, their Irving plant. 
million. dollars last yebr ; d i dn ' t borro~ 
fo r it . 

~28 

Spent 57 
any money 

~et i t o ut of r eserves . There ' s been a whole se r ies 
vf stuaies rnhde by this clw, •rer b ourgh covering 
l w..,or t unt industries . He ex&mined tha t veryfact; 
been 1- t it fo r three yea r s • 

... 11 ~onnU&l 

•tao i s oe? 

uell , tile point 

J<na ne ' s publisheo t nem . 

They ' r e very good . 

. Int. t I ' m getting f t - t t•ke this 4uestio n of n ew 
m.mey anJ _;,r i Vl> te lnt th ti v e - is t•tere some chart 
,r y..._ rustick .vnicn srtoi'IS ovt~r ten year s , .vhen will 
l.llt t fun..: t lon? !lot: .. e .tno,·: , for ins t ance, I roericlln 
'l el .ic Tel s,:>en<Js millions eve ry yeE-r; we knov: the 
"t .. n~~:.:--.. Oil of ile.v Jerso-y sl)enJs millions of dolln rs; 
.. ., .<nv .. t a.., ,ubllc a t.ilith.s ~vt. bt!en .. penuino> four 
:; ,• f ive aur.-rcJ. l!lillion <J;:,lh rs . But, <- S I SJ.:I , &r e 
tn,;re cert; !.n c.:>mbi:u tions of f<~ctors ,;aen tuey ·;;ill? 

'louse c.re tne s15nlf1c~ont, those :. r e the basic .,ues­
ti:ms . Th e f;o i lur e of economi cs LS L 10aole to t11r ow 
o30r<' light to;on it OLS on t.liS -,uesti-.ln is I' f oct 
tnot y .:> u ~w• as.t tne~ - I ~efn ~t t nis s t age or t ne 
gHIIo ls o ne uf t n" severe critic isms of gener a 1 
ecvnomi~.:s . I L~<:t.:n u iff1c<Jl ty ;:,f our cl t t 1> plus tn~o 
lnt.bil i t y - tno:;e u r e t11e <.uesti .ms . 

tlo:1, I t a ke i t t ha t you 6 11 think it' s worth while 
trying. Is tha t right? 

I do w~o.nt to r epe a t whllt you s a i d , t ha t •.; e mby find 
no thi ng; so we sho<Jldn ' t be d i sappointed if ~~e 
don' t .... 
Tbat •s ,•1hy I s a id I don ' t want i t to lee k out and 
b r.ve people think I •m doi"' this . Now, wno is tner e 
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outsiae of yo ur place ana outside of the Treasury 
Ntlo ~<e coul d ca ll in, oho would keep his mou t h shut 
und neve somet hing t o contribute? 

,,ell , of course, the fir s t per son I think of, becnuse 
of tne f ac t th~t he nas e s t uff under h ic to make 
cert!.in specific studies, is Currie . lie does huve 
:.ccess t o « l o t of t hose mtJteria ls t ha t v:e ' ll .vant . 

I t' s a littl e d ifficult, but I c:m think about i t. 

Tnen , of course, I su~·.•o.;e tho; one pErson who .mows 
~s ~uch ~bout ~~riculture ~s ~nyoody is ~zekiel or 
uetn, I don' t .:n.:>w .-:n1.cn . 

Is tnere ar~vbo0.:; you ~no•, E.ube, outsiae of t hEt 
group, tha t is aotng l.ny .~o rk on this? I mean I 1.sk -
I r un o ver t he Sb!De ntmes - toe only ones . 

J nly ones in t he Goverrun.mt . 
\ 

•· ho on tne auts i ue? 

o1er le Thorp, I think, h1 s been doing some wor k ove r -
some ve ry good "ork on inventori es ~nd pr oblems o f 
tnt t sor t . 

!{u~nets might be ~;oo..i t'or ct pitt.l issues . 

::o:; non ' t you oo this? Between no..- ar.a ~ona~:y could 
you tnre;, _,en :lle~:t t.nd ,;or.c out & sort of ,:.rogram, 
toe kino of tnin_s tntt 1e •~ot? Could y.:>U do thLt, 
... ubin? 

l.lh yes . 

.. n<. t? hnd tnen I •ll meet wi tn you r.Iond<>Y morning 
anu you u1 i ght say , " ltell now, in o r der t og et t~ls 
:1e tu. v e t o have Currie . Here ere the things we d 
llke to get in order ~o ge t tnis; .ve 1d have t o go 
outside o!' tne Tro~osury." 

You ,.mow - ~.ns .vering Lubin - H I wanted the thing, 
m~ybe the best t hing would be to throw t his ihtO 
the Fi scal a nd Yonetury Committee ' s lap. 

I t !link t~ t 11ould be ••••• 
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Whu t ? 

r think tha t would be pr efera ble, f or t he r eason 
y<> u ' ct ge t ma ny mor e people wor king a t i t . And 1 t ' s 
u s ufficientl y b r oad pr og r vm so tha t it doesn't in 
uny sense u i r ect 1t a t a ny o ne individual or can be 
so inte rpr e t ed . You ' r e usklng a ba s i c q ues tion 
tat<t might very we l l b e uskeu of th~. t COlll'll ittee; 
so the N<-tivru; l Resources Comml ttee , Indus tri n l 
..:onwit tee, CE.n work on th~o. t . 

1 1..~11 )OU Nh<.t yo u uo . ~un ) OU ~eople come back 
~onuty a t l J : ))? ~nu tnen n~ve, say, an agendG. 
If the Pres iaent nus mt for lunch, I might even s how 
1t t o aim, s;,.y 

1 
" ,;nil t d., yo u tllink o f 1 t ? ;;ould you 

li~e , f o r insta nce, your Fi sct l and ~onetary Committee 
t o t~~e t his up?" 

••l'lo is on th~t committee? 

~:.ccles , Bell, una Fr eaerlc uel:o no . I ca ll it my 
Pou .<s ano V~lle:ys Commi ttee . lond t <tis is cer t a inly 
'' peaks a na va lleys study . 

'l:he damneble t hing u bout u stuoy of this sort is 
thu t &11 of t he m~o teriuls , l!lCC., pt some certu in -
prob<tbly your money mL rke t s tuff - r.re right in 
on;, ••• 

night in wha t? 

I n Government sources . .11nd e ven the people wbo 
work on it o uts i de of toe Go ve r nment come bbck to 
t hose sources . 

Thnt ' s r ight . ~c·dem1c s t uo i es a r e not bei ng ~ode 
vn i t . 

Yo u get b ack to t be s~ome gr oup of h:.lf u dozen 
people . 

But tnis - I me&n I ' m ju:~t t hinking - llgbin t Lking 
.1h01 t we tlE. Ve ~>nd up,Jlying it uifferently . 

~here ' s ~uite a feN people o n the outs i de . 

Whet I ' m trying to get a t is thbt e ven tnougb you 
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~~ l<t'..'lY it o ifi'erently, lht:.;• ~.)n ' t .mo.; wn~t • s 
I V:..il~bl.: , ti:lcJ o1tVt: t o C•JJe bt.ck to these st.me 

;,31 

People on t he outs i de Ht Vt: to come to these s ~1me 
nt lf-cozen people . 

"nv d o ~:.u n:ve in •ulnJ, Goort:c , on t.n~: outsiue? 

ivu s ""• tn~s pr oble n tht: Seer" t1 ry i s t ;: l King • Lout 
l~ 1. funD.:.:..ent:o.l problclll in ~ s tl :n<. ting t n.:. futurE: 
c.>ur :;e of busln~:ss , L n~. thtr t! t r t! .nony of tn~:sc 
1nvt:st.1ent :!':lnsU:tl.nt o ... tfits t.nEt .. :;.rk up tneir 
o .. n scrv~c~: :.no •Jif:t:·cnt t nin.;s . 

N>, tn<- t isn ' t •. ru.t I' m tryint 1.0 oo • 

But it ' s tnt s .. ~e ~roble~ . 

.. ,u. t I ' m trying Lo oo is t o 'see i f u uring the l es t 
t.tn ye:;rs the re ' s l•lJYthillL .. -. c~n l e a rn; .1e feel 
no.: there ' s s o,netnlne t h: t :.e '.<no.t IHdped :•mi tuer" ' s 
so· .. e tn!.n.; •,e .mo.t tru l I'll s .u \':nful . 

'ln;,; exc.llir.e things of t h: t. sort . For instl.nce, 
n> .. , they ' d ·"·nt to .wn:t . nicu Lre t•le f~ct.ors tha t 
.v;;>ul ... ~-.K~: f:>r :;n tn~:rct.3'- i n c£ ,.>1 t :, l goous exp~on-
si .... r . Tne:· Z"''t't..:.< :no .it.U.JY tt,t:' s;:c..st ten }et.rs 
t • ste '"n:..t. t.hc f; CtJI"" ;·t.rt::, J-~u tne:,· gt;t. bullish 
or be~ r lsa .. ns .. .,r:. de,Jenu1n.: ;.>n .rut tueir :..r.r ly:.~s 
.;n J .i • 

•·t.l.l , r - tner" ~ r .. , C->U?l'- f t.llo .. s : Co><ll\l e,<. t 

l L-~~ tnt· t t o ~o.nc o,>,,n . 

rle~ got '- lot of s erv ice;; •,o;o rke\l up . 

l· tllow Nno • s craz:, 1:; the dcv 11 but on ~ vroblem 
of tnis sor t .niehL be v., ry s timul<• tin£ - thr· t ' s 
Al~x s ... cns . He nLS u tre.Jenoou s wnount 0~ .:ea.<­
nesses - ter rible guy to .. o rk ,;1 t.h - but nt docs 
n;.ve <.n occtsio~l li~ht s trl.<e ntm . 
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[ think Gnybody like tha t o\'Ould be tickled t o d ee t h 
t -:> corne down a nd s pena a ·toek . ~< ll,)'bouy l i ke t nc t . 
J ohnny Ha nes has a .J! n t. h a t. h e ht.s uo a t Smith 
voll~ge r eady t o come down . Say s hei s been rie ht 
s nd he ' s remr.rk~oble . 

But I t hin<t tne thing t o uo would be t o get a little 
b it f ur ther "'l on;- r nu tn~:n .;nen .. e begin t o Jr ~.v so:o~c 
..:->nclusi:ms let th~.:L ft. l L>.IC l oc>k ! t t nem a nd try 
t t "'' r tne::l cor;n . Tht. t.' s ;lh• t I ··;oul<l St•Y. 

I t.u.:~.ic tl1::. t ' s ..,:;u·ll> r.1u.::h i..t.t\.l.t' , bee( use t hen 
tr th"Y nt- v t : IJY c ontribution to etc.tc ti1ey .::Pn 
3~:/ , "··t- ' ve ;~t tai:;11 thv 11 e ' vt. :'Jt thc:t . " 

I 1u ~t..~· , •·r-1 J.•lc,ll.t , o.u;!•e;: br~ t~n tniflbS .,e t.nin-<: 
<. l't: r.e ~ :•lul , ten t .. rn .. , •lt.:- "ful . ;;h,t 1 s t he rc~ t e r 

L tt. 1 t ? .. tlet·e ore .. e .r.1n11? You fello·.~s in coca­
mere it 1 l .i.fe t:. lu; a l-.>on 1. t this . " • ny of t hose 
1 d.lo .. ,; n'OUl..t c :n~:; dovm, 1..~ a~litntev to . 

• u be s ur.; , tuJ..; 1~ t t•uo , ..• r . s .. cret:·r y : on!!. t~rior .t 
;.l'u tu1us , ~ t nln.t pr ob· bly m"st ceo1Jloo coulu :;lt du,.n 
: n, t•f t e: ; wni tc 1,u t. <.l•>•· ll :.tlt t. Lll € Jlr Obl erns were 
, n.1 .1:. t • .; been d rt t: • .Lng u l 111 t . te economy . 

but y.>ur JJr .;;blt ~ be.::u.ne~ ''"" >f relt t.ive i.Jj)Or t r nee . 
j- lt: :;: Sc: ..:1lS .• uulc s~:, L LAC~ . 

I 1 !ll i Oin;; to -<-.t'- <. :; t! ~O:tent . You f ell o.;s CL n 
C1l1> tlen;;e i t . I .tno Y fro.r t vt r Y r ecent C • r.v.,rs&­
t.:. ' n .:ito L <l t: ? resi ... ent t :.u, in the .'O;}:J herE , 
conv.,r s<. tions th.t ne '"u .. .Ltn John[. . Le;lis , t h• t 
botn :Jen, t<.lt<ln& to e LCh vthtr - '•Y int'orG:~nt ls 
t:1e Pr esiaent - a::mittea t.u:y dian' t ,;:.o·• wh" t t he 
t n:; ::er .. E 3 tod&Y to t 111. ulll' ~ploy .:~eot oroolem . Tlu t 

1 
s 

the ,?roble~ . :.ell, t ne une.Jpl:> y:nent i>rotle:~ is tue 
St..te thing .:e ' re tf.l .t.Lng :bout . 

? r esl aent of t he Un1 tcct St :; t es a r.J J ohn 
t t. LdnL to.;cth .:.r , SLY ntd tner of tne<n 
i t is , Lllu b rl tll v f t .. cm s~y it ' s t he 
..,,-,u ~ew1s begin:; t " tll<t <. li t o:le: bi t 
?.onucr ful 1 t 1 .. u; .. m.tleJ in Gerrot.ny • I 

N"'" ' t he. 
L. Le ::i ~ , 
.._\i\V ,; • Oh t 

rvbl;;m . 
i bou t no.1 

sty 
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tn~t :t• s t ime thLt t hose o f ~s burn t ne midnight 
oll.Lt lea st to on-ke it certc• i n - to s;;y , n ;;el l , 
v.t • r ., l ickt:d , w;, don ' t kno·::," or 11Htr e ' s s om;, t h i ng 
'" tnlnk c ~ n st~ ru up ." Ju~t to lwve the President 
~tee!' t a l .t l ng about SJ billl•m dvll:.r s isn' t eoin(; t o 

1
, ut tne coun try t ht:re . I ' m Vlil Ling t o burn myself 
vut , tne W<Y I h~ VE; Cvllt lnuou::;ly, t n try t o f i nd 
sorlL thing . 

out l ' .n- if 11e <l.>n ' t , t..1en WtHJn t (;t t t ur oug .1 , 
tnt. b.,tt er - .. n.,n wL ge t tnr .:>.1gn , l'"' ' re no better 
off t .>:.l. t::.c Prt31dent ~cnu J oan L . Le;.!.s . l:!ut 
t.uL t ' s tnE ,>r ot.le:.. . 

t.o , 11 y ou f tl!.o.ul will 'S"t to~o: tntr ; tnci f ix it 
u; for :..ubih1 S cor.venlt.nco, ::te. 1 z:i ll you; tnd 
bt t. .;c ... n no:. e no ~!on~1 'I tr•:, t o .1:. VE ~ n :. gencit . '::111 
>' " u <..O tb• t·: I .• er.n 1 s t ~..uE.; t I' ll let Lubin 
l'i>. t nt t ime and _.1hce, if >'vu 111 co thc t . Is 
tnr t b lL rit:h t , Lubin? 

, erfe..:tly "11 ri~;ht . 

'ln:. n:< .,·cu . 
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'rhe GoTanlllant bond merli:at waa egain nerToua .,d \lDder preeOUH 

to~ and pricea declined 5 - 6/32 on top o! the deelinu r echtered 

In the prcrloue ho or three ~·· .Uthou&h there _. oo canaral 

ulll.Jl& preuure, the broltera ware wi thdrewinc their bide I n the 

abaeoca o! aD7 buying ordero . 

tJ'pon conaulUng the Secr ata17 he cthorhed the plac~ o! an 

order !or the purchase o! $1,000,000 worth o! bond.a !or account o! 

the GoTeruaent Ll!a Inourance wi th the Idee o! lending e little 

element o! otebillty .,d tc keep the market orderly, 'rhio order wao 

oxecuhd toward the clooe to~ end the Secretary authorised the 

pureheu ot an a4d1 tloll&l aillion tomorrow aomlnc. 

At the Secratary' o requeat I telephoned Vice Prealdent Sproul 

ot t he Jederel ReaerTe Bank o! New York end exple1ued the reeaon !or 

our order end requeeted that he let GoTemor lecleo know o! our 

action. .Uoo requeoted that he eak GoYomor !ecloo whether or not 

the oyotem wiohed to place aD7 almller order1 for their own account 

In order to Join In our et'fo rte to aainteln an orderlT u.rl<et. 
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1!1 dear llr. ~ler& 

Thank 7ou t or 7011• lenor of 
Januart 2Gtb oonta lnl"C ~ """ ot 
JOUl' " oont Yla1t 'o lta1J. 

I wu ••17 llllloh 1 ato ... ate4 t.a 
rending JO/>a o-nh &D4 asa s lll4 to 
han tbe benof1t of JOID' -po ... onal 1• 
pre••1on•· 

·•l"· ROJftll f7le1' 1 

Csro, l.oag\le of Ita U ona, 
Genen , 
3w1 t u rlan4. 

' 
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::: :.rr: ;!e llo . 

J anuary 26 , 1939. 
2 :44 ;> . m. 

'perPt?r: :;r. l!obl e . Go ahead . 

r::JI': :tellO. 
::d"ard J . 
~~ble : Hello, llr. Secretar y . 

r.. :Jr: 

" · 

~::Jr : 

.. . 

.. . 
".:Jr: 

'-':.Jr: 
... 

~::Jr : 

'!: :Jr: 

How a re you? ~!able --

Yes? 

I can't ta l k very loud, I hPve a sore throat. Can you 
hear me? 

Oh , perfectly . 

I h~<ve Adc1ral ·.~aecche here or the Coast Gu!U'd in my 
)ffice , end at y ::JUr convenience I'd l i ke very cuch to 
have h ie see y,u, becauFe he hss a ~lan 'n t he mJnitoring 
o f these s h i ;>s ov er t he ocean. 

Yes . 

. l,.nd he was working with the 1•eR ther bureau, and I ' d 
l i ke Y'U t o t a l ' to him. 

•·:ell , any time t hA t you say . 

'.'/ell, he c :mld do it either tJoey or c~ondn.y . !'e ' e 
l ea ving t)~n tonight. 

'.'/ell , any t.ll!le that. is most convenient t.:> hie I ' d be 
very 61ad t o see him. 

"'ell , hJr lat e t h is l<ftern)on? 

•·e 11 , I ' 11 be her e U;l unt 11 six o' cl ock. 

Are you free, say a t --

Yes? 

Four o ' c lock? 

Four J ' clock "ou ld be fine . 

He 'll be a t y:>ur office a t. fi)ur. 

i'hanlt you very ouch, ::r. Secretary . 

Good bye. 
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Secretary of State , 

·ashington , 

108, January 26, 6 p. m. 

FOR TR.:.ASURY. 

1:38 

GRAY 

London 

Dated January 261 1939 

Rto 1d 3 :30 p. m. 

The atmospher e of the city is vrtll r EflEcted • "' thE 

compari son· thE financia l cdi tor of t hE ·~r · ~s makes 

between the pres ent movement on t h e stock exchangE ~d 

that of previous crisis periods . Ht notes a s signifi cant, 

however , the fact that st erling and thE Fr EnCh franc havE 

held steady with practically no offi c i al support and 

at t r i butes thE ~ound • s s trength partly to the ban on 

•Specula tive dealings and partly to the reduction in 

the volume of mobilE bal ances in London. Einsig in 

the Lombard street column of the FUfANCIAL !lt"S also 

notes t hat sterling has bttn stcgdy and almost self 

supporting and a ttr ibutes thiS to t he off-sEtting of 

such sales of sterling as t her e have b een to the 

liquidation of fOrTfard positions in gold and t he 

reali zati on of gold s t ocks hitherto carried on ~ith thE 

aid of bank loans . Ht notes, however , that , as t his 

form 
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form of support for stErling will EndurE only for 

anothEr t1·•o months v1h1lE Ex i sting golc< positions a rE 

mstur1n~1 thE prEs Ent should bE regardEd as a breathing 

span E duri ng Vlhinh the author i tics hav c an opportunity 

to improve their fundamental position, 

The FINANCIAL Tli . i:S (money market notes) attr i b utEs 

thE steadiness of sterling to the "successful tactics of 

the authorities" and pointn out thAt American and Frmch 

authoritiEs ma y b e counted upon to support n firm pound. 

ThE dollar ronaintd again stcn~y all day at 4 , 67- l/2 . 

ThE British fund ~~a s thou3ht to ha vE sold only n v ery small 

amoun t of dollars , a natural support brine givEn to sterling 

by gol d salts r Esul t ing f rom maturing for,!nrd contracts 

which cannot bE continued under the new embargoes . 320 

bars wert sold at thE fixing a t 148 shilliO£S 8 pence 

which ''0!1 shippi ng pcrity at 4 , 67- !:/16 . 220 bsrs were 

mnrritcl. nnd the rEmsindtr wert suppliEd by t he market . 

TherE was a fairly large t urn over after fixing in v1hinh 

t hE ~riti sh fund is bEli EVEd not to h~vc psrtic~patrd. 
ThE franc remainEd stEa dy all day around 177 thE Bank 

of F'ranct buying n small amount of stcrlin:; in thE morning 

but t he markEt was quirt . LVidtncts of nervousnEss in 

Hollond continuE and thE guilder 'IDS inclinEd to be 

offered. There •1ns also evidEnce cl' somE dcm...,nd f or 
dollars 
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dollars from Stockholm. 

A furthEr fall in pricEs on thE stock ExchangE 

today was gtntral though t herE was a slight hardEning 

at thE clost; 3-l/2~ was loan aftEr touching 96- 3/8 

closEd at 96- 5/8 which was l/4 down on last night ' s 

closing and wa s f a irly typical of thE gEnEral list. 

JOHNSON 

CSB 

• 
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PA!UPHRASE OF TJ:LEGR.UL RECEIVED 

FR.OU: Amer ican Elllbaoey, Paris, France 

DATE: January 26 , 1939 , 4 p .m. 

NO . : 150 

FRO!.! COCHRAN. 

Last nignt the French stabilization fund held in 

gol d 14 billion 200 million francs . The fund on balance 

has gained every business day this mont h with the excep­

t ion of the sevent eenth of January. Some repatriation 

of French capital f r om London is thus continuing, despite 

British steps to str engthen sterling , and notwithstand­

ing the Franco-Italian difficulties and the situation 

in Spain - all of which demonstrates the improvement 

recently brought about in tbe French financial and 

monetary affaire . This morning by ll o'clock at tbe 

t ime I called at tbe Bank of France , 50 ,000 pounds bad 

been gained b :r tbe fund, but t be fUnd has yielded some 

ground on arriving at tbe r ate for three months. 

Statement of the Bank of France as of tbe nineteenth 

of January showed no significant changes. Coverage was 

62 .75 versus 62 . 73. Today on tbe Paris exchange market 

there was little business. Tra~ers are calmly awaiting 

tbe speech by Bonnet, the fall of Barcelona, and tbe 

totalitarians' next word , Gold ie being gained from 

London by the !latiolul.l Bank of Belgiua. London seeee to 
be 
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be more nerYoua than the centera on the oontinent. 

In Paris we are hear ing rumors of possible difficulties 

of certain banka in London if payaent on debts to these 

banks should be &topped by Germany. 

Yeeterday before the First Chamber of the Civil 

Court of Paris the attorney of the Bank of Spain of 

Burgos aruged the case of the Bank of Spain gold which 

is held by the Bank of France. The attorney pointed 

out that 242 t houeand of t he 347 thousand eharee of 

etock of the Bank of Spain are represented by directors 

of the Bank who 11Ye in Burgos territory. The court 

has postponed further hearings for eight days . 

END OF ldESB.lGJ:. 

WILBON. 

U :Ln • ..... ... Of,., 

Z42 
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SEcrEtary of Stat£ , 

Washington. 

75 , January 26 , 5 p . m, 

GRAY 

BErlin 

DatEd Janu.ar y 26, 1939 

Rtc t d 4 :55p . m. 

i!o , 5 . POR 'i'rtEASUW- FROU i!EATH, 

'.(';1E ~Eichsbank s tatEmEnt for thE third wEE k of thE 

month shows thE r r. duc tion in crEdits and currtncy circula­

tion which is usual in January . Total invEstmEnts in bills 

and chEcks , sEcurity loans and SEcur itiEs dEcrEasEd 

347 ,000, 000 marks during thE WE Ek to a total of 7 , 490, 000, 000 

marks . This fi:;urE i s almost thE samE o.s on flovEmbEr 23, 

1930 but is a rEduction of 1 1 654, 000 1 000 marks from thE yEar­

End total . Total currEncy circulation stood at 9,185,000,000 

marl:s as coopo.rEd with 9 , 494,000, 000 marks a WEEk ago and 

10, 388 , 000, 000 marks at thE End of thE yEa r . 

For t l1E f irst timE in months o. statEmEnt of th£ REich 
1 
s 

disclosEd dEbt showEd a small dEcrEasE . At thE End of 

NovEmbEr 1938 t hE REich's disclosEd d Ebt stood at 

25 , 600
1
000

1
000 marks on OctobEr 31 . SomE 3 , 000,000 marks of 

thE dEcrEasE was duE to ExtErnal dEbt amortization and 
10, 000, 000 
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10, 000 , 000 murks duE to ~utomatic reduction of thE forEign 

dEbt as a rEsult of Britillh, FrEnch, and SwEdish currEncy 

dEprEciat ,.on . ThE floating debt dEcrEasEd by 176,000, 000 

mar ks but this d EcrEaSE was almost EntirEly offset by t hE 

iss~ncE of long tErm bonds to s avings banks , insurancE 

companiEs, ct cEtera . 

ThE t~~ re t urns for thE t h ird quartEr of thE fiscal 

year ending DEcembEr 31 reachEd a record fiz urE of 

4, 718,000, 000 marks as comparEd \'l i th 3 , 688, 000, 000 marks 

for the third quarter of 1937 . Tht grcatcst increasE was 

in income tax r cvcnut which was 328, 000, 000 mar ks higner 

than a year ago . The corporation t ax wh ich was r ailltd last 

AU3ust JitldEd a s was forecas t somE 239 , 000, 000 mort: thE 

turnovEr t ax yieldEd 182 , 000, 000 morE mainly occasioned by 

the ext ension of this tax to Austria and thE SudEttnland . 

ThE next largEst incrcast was in rcctipts from thE capital 

flight tax wh ich as a result of incrcastd action against 

Jews was 67 ,ooo,ooo marl<s greater than th£ corrEspondi ng 

quarter in 1937 . 
Total tax rEVEnUES for th£ fi rst nine months of thE 

fiscal ycar amount Ed to 13, 022, 000, 000 marks indicating that 

s uch r EvEnues not including thE "punitive levy• 1mposcd on 
Jews 
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Jews last November (rEcEipts from which VIEr£ not includEd 

in thE statEmEnt) may EXCEEd the total of 17, 200, 000, 000 

mar l:s fo recast !"or thE current fiscal period. 

Dccc~bEr foreign tradE fi aurcs for GreatEr GErmany 

shott that imports amountEd to 550, 000 , 000 marks and 

exports t o 455 , 000, 000 marks re spectively 3 . 3 and 11% 

above l!ovembE r figures . ThE adverse tradE balancE nos 

only about ~7, 600,000 mnrks as compared v1ith 69,000, 000 

in November. For thE calendar year 1938 GrEatEr GErmany ' s 

i mports o. t 6 , 052, 000, 000 marl<s were 433 ,000, 000 mnrks in 

excEss of her exports of 5 , 600,000, 000 marks . ThE import 

sur plus for(?) Germany in 1938 was 192 , 000,000 marks as 

comparEd \7i t h an export surplus or 413,000,000 mnrks in 

1937. 

It appears tha t no furthEr dismissals from thE 

Rcichsbank Di rector ate nrc contcr.pl a tcd at this timE. It 

is no t certain that t hE vacancy crea ted by auElsc•s dis­

missal will b E fillEd in thE ncar f uturE • 

GILBERT 
(, / •l l ' " . . ' .. 

llPL 

E!JB 
. -( • 
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PARAPHRASE OF TELIG!Wl R.EOIIVED 

FROW: American Embasey, Parie , France 

DATE: January '({1, 1939, 4 p.m. 

NO.: 156 

FROll COCHRAN. 

r 4• '- 0 

Tllis 1norning I called on tile l.tinist er of Finance • 
~. Reynaud. The Minister told me that the rate of ex­

change and the Treasury' s position are two topics ~hich 

e~e no longer discussed in France. Ac for the exchange 

r ate, He said that France is t he only EurOJ>ean country 

t oday which is acquiring gold, and it is doing this 

every day despite the threateni ng international situation. 

He said that in view of this success, and considering 

Schacht ' s fall from power - and he wa s the great champion 

and creator of exchange control methods - surely bo one 

could criticise him, Reynaud , for hie clloice of policy 

last November when he entered office, and rej ected exchange 

control. With regard to the situation of the Treasury , 

he said that short term Treasury bills are being used to 

meet current needs. At present he consequently has no 

need for any other kind of finanoing. 

With regard to the international situation , the 

Winister asked me if I did not think that the competition 

which the British are now experiencing from American ateel 

and other factora indicate s t hat the pound ia still 

sufficiently over-valued to pl aoe England in a packed 

econoeic position; I replied that I thought the preaent 
flight 
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flight from aterling did not arise trom eoonomic teaeona 

but that the cause waa rather peyohological and political. 

I made mention of the decline in Amerioan exports, which 

at least coincided with the sterling drop, whether or 

not it waa directly due to euch drop. I also told the 

Ytnieter of my conviotion, following my convereationc with 

Finanoe Uiniatere and GoYernore of Central Banke in Belgiua, 

the Netherland• and Switzerland, that competition f rom 

pound depreciation is being f elt eo strongly in these 

three countriee that it was entirely likely that if the 

pound dropped further, these three countries would perait 

their ourrenoiee to decline also, and thus wa would all 

be threatened w1 th another currenoy debaole . Re)'ll&ud 

remarked, with reference to the American situation, that 

the recovery policiee being followed by France and the 

United States are quite divergent. Hie own plan he 

specifically mentioned as being, first, to give bueine11 

the encouragement of the poeeibility of making profite , 

second, a policy of retrencblllent through cutting down 

unconditionally public work• except (om.ieeion) it is 

considered to be (omiaeion). 

In hie annual report today to the aeeting of sbare-

holdere of the Bank of Franoe, Governor Fournier reviewe 

the i~~~portant atepa taltm iu rrenoh aouet&ry policy durin& 

the year and particularly 18te f orth the reaulte of the 

uew 
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new arrangement• of !lcrt•ber 12 with and by the Jl1n1atry 

of F1nanoe. He reoalle the efforts of the French otab1l­

ization fund in aooord with the similar organizations of 

the countries adhering to the tripartite agreement to 

eliminate speoulati•e fluctuations fr011 the exchange market. 

Today the market in Paris is quiet, followiq the 

parliamentary victory of Daladier laet night. But the 

posaible demande by the dictators have cr eated a gloomy 

at moaphere. Sterling ie still being gained by the French 

control , but some pressure on t he forward f ranc ia beini 

f elt. Thia week' s developments involve some speculation 

against the florin , Paris-American bankers believe. These 

bankers do not know anything about t he American-Dutch 

syndicate which the press alleges ia bearing down Ameri-

can securities. 

I waa just informed by an off icial of the Frenoh 

141nistry of Finance that thia afternoon there was to be 

signed in London the agreement for the •loan• t o Ozeoho­

slovall:ia by Great Britain and France; the l oan coneieted 

of t wo parte - ( l) a caeh loan of 8,000 ,000 po\lllde guaranteed 

by the Government• of France and Great Britain; ( 2) the 

Britieh Gcrternment will give a caeh gi ft of ,,ooo,~ 

pounde , and the Frenoh will contribute 7,000,000 france 

(about ',000 ,000 po\lllde) through the rrenoh Treeeury 

aseuming OzeohosloTall:ia'e reeponeibility for this amount 

of 
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of the 193'7 CzechosloTlllt guaranteed loan. 12 ,000,000 

p~nds cash ie involved in the foregoing . 10,000 ,000 

p~nda of thie amount will repay the credit of the Bank 

of England, and the a ,000 ,000 caeh balance would be 

utilized for refugeee. The 4,000,000 pounds tbat other­

wise would be used on the 1937 loan will be tree for 

1nternnl expenditure in Ozeoboalovak1a. I obtained all 

this 1nfor1111Lt1on by telephone, and it 1e subject to con­

f i rmation when an official communique with regard thereto 

may be issued. 

END OF MEa SA.GJ:: • 
WILSOli . 
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RUJr: Hello. 

operawr: All r18)1.t. . Go ahead . 

l!lloh": Hello. 
S1nat.or 
Sh1ppard : Mr. Seoret.ar,? 

llllJ'r : Yea, senat.or. 

5: General Arnold haa gone t.o Na" York . 

HUJr : Yeah. 

5: Would you w1ab t.o oome on &n1WIY1 

KUJ'r: Well, I t.b1n.lt t.ba t. -- t.be way --

S: 

S: 

HUJr: 

8: 

Hu.rr : 

S: 

Hu.rr : 

8: 

KUJr : 

8: 

RV.Tr t 

Woodring 1a not. down yet.. I 1111 wat.cb1ng hi•. I'm t.r:r-

1ng t.o get. 111m. 

Wall, I t.b1nk t.he way t.he at.or,y r ead•, I don 't. want. -­

I don 1 t. want. t.be aun t.o a et. on t.b1e et.ory w1 t.bout ;rour 

hearing •a. 

Oh, aure . We are go1.ng \.o bear you. You know t.bat. 

Yeah . 

And I '• J uat. t.r71D8 t.o -- you eta ted you want.ed bot.b 

ot t.hoae gentlemen present. . 

Wa ll, you --

But. I oan U7 t.hat. you aelted t.hat t.he;r be pre11ent. . 

Ye1 . 

Ye a. 

You know -- ;rou beard General Arnold, you know what. he 

la1d . 

Well, I - I ha<re a 41• -- Ju•t • haST - - you m ow 1la 

t.be ruah aJid Jwrr7 ot t.ho ae t.h1nc• -- he wae down at. ODe 

and ot t.ba \able and I wu a t. the ot.ber and he aald •­

thin& about. t.he !'reael&l'7 De~t, &114 t.ban one or t..o 

ot \be S.na\.ore 1a1d t.hay would Uke \.o hear ;roll. 

Well, now, 4ld ;rou ha<re a et.eoocr-pber preeentf 
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H~r: 

5 1 

HI.IJ'r: 

8: 

HUJr: 

S: 

RWr: 

S: 

HI.IJ'r: 

s: 

){l.(Jr: 

s: 

. ' 1 _;) 

Oh, 1••• he'• '-h••• ADd the -- ADd the proof 11 at 
the pr1DtlD6 offloe . 

I ••• · 
You eee, up here, e•erJth1~ 11 ln -- 11 -- .11 1n quite 
a &Dd .rueA. It'• hard t o keep ln llne wlth lt. 
Rlght now -- of oouree, the beet proof would be the -­
the etenographlo report . 

Yeah. 

'l'hat alght be up thh mornlng. 

well, lf that oould -- 1t that could be there ADd oould 
be read out loud Just ae whllt General Arnold dld or 
41dn't ~. I thlnk 1t would be helpful. 

Y11 . well. ' I d011 1 t mow whether that'e baok 71t froa 
the pr1DUD& oftloe. 

well, I'll be rea~ -- I -- I'•• got a copy of who 
llgned the order. 

Yee. 

And lt'• an Arrq offloer. 

well, I thlnk then 7ou1d better co•• on up e:111'1rl¥ a\ 
ele•en o 1 oloolt . 
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~ r.:2 _;:) 

Jaau~ 37, lP~. 
8:!53 •••• 

KUJr: Hello . 

opera~or: Beoretar.J Woodring . 

I'"J.Jr : Thank ,you . 

~ : Go ahead . 

HI.!Jr : Hello. 
HU'f'1 
Woodring: Hello. SaT, Henry. 

H!JJ'r: 

W; 

HIUr: 

W: 

HIA.Jr: 

W: 

HW'r: 

• : 

?!Ur : 

w: 
H!JJ'r: 

... • 

HlUr: 

Arnold 1a ou~ ot ~e 01~7. ~nd as near ae I can ge~ 

rroa General Craig 1e ~ha~ they aalted h1.1D up ~here -­

he called up t h1e morning and ea1d ~bn~ they aeked h1a 

~h1e quea~ion -- Rh -- or -- no, ~ey d1dn'~ aalt hiD 

who d i d 1t.. They told h11D who d1d it . 

Ysah. 

The;r ~old him that the Treaeur;r Departaen~ -- waen • t. 1t. 

true that ~e Treasury Depar~ment had made th11 arrange­

men~. and ae near as we can understand from h1.1D - - he 

telephoned in here-- ~t he ea1d 1yee•. tlow ah - ­

Bena~or Sheppard Just. called me and I'm go1ng up ~here 

a~ eleven o ' olock w1~ copies of the ordera . 

Yeah. 

Now, or oouree, when 1~ oomes down t o the queet1on of 

who 1aeued the or dere, why we d1d . 

or oour ... 

Y .. . 

And I Juat ~alked t o the Pree1dent -­

Yeah. 

And I t old hia I wae going U!), and I wanted to kllow how 

t ar I oould go and he aa1d thet. -- tell ~· whole etorr 

and ·~ that I got _, -- tha t tf t.he;r ask where I sot 

_, aut.horit;r, I go~ it troa h S.. • 

Well, I sea • 

But the order-- I 've got 1~ bef or e CP . 
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,, 
IDioJr: 

"' 
H!Ur: 

"' 
!IJI.Jr : 

K!Ur: 

HlUr: 

w: 
liLIJr: 

II: 

HJUr: 

!iiUr: 

w: 

HUJr: 

w: 

IDIJr: 

"' 
HMJI'l 

., 
RI&Jr: 

-a-

t ... \laq \ell .. ~' -­

S1CDe4 b7 Araol4. 

'nl.a\' • riP\. 

:s3 

ADd, of oouraa, 70~ oaa'\ ooaY1Doa •e ~' eo.ebQ47 
who 1a ooueo\e4 w1\h \he WaJ' Depar\8a\ 4.14a'\ tlz 1\ 
eo \ha\ -- \ha\ I'• on \he apo\. 

Wall, of oour1e, I -- I doa'\ know abou\ \h•'• R.-r.r. 

Wall, I ._, \ha\'a wha\ I --

Yel . 

Tha\ 1a wha \ _, 1Q\u1\1on \ells ae . 

Y11 . 

AD4 -­

Well --
And I'll be up \hare, and I ~old Sen•\or Sheppard \ha\ 
I ' d be del lgh\ed \o oo•e ~P \hare. 

Ya1, of oour••· 
Are 10u l:II'1J111ng Cra1a wl\h 7ou1 

Wh•\ do you \h1nlt1 Do 70u \h11\lt I be\\ert 

I -- I \h111k 1\ would ~ f1ne. 

All rl&h\. 

I \h111k 1\ would be f1ne. 

And -- of oourae, Amol4 1e 1n N1w York - - 1n !few York, 
70U aeet 

Well, I p\ hb ol'ller riP' hare. 

Ye1, well we'Ye ao\ a oop7 ot ~\. 

sure . 
A114, DOW lunll \ltq \ell .. , -.1114 Araol4, aad Pft 
11.18 \he bi\NOllOCll OQ \lae oJ'Il .. , 

1fU la lunlat . 
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,, 
!IIIJr: 

,, 
l!IUr: 

11: 

H!Ur: 

IOIJr: 

II' I 

iQIJr: 

WI 

HUJr: 

HloU'r : 

HUJr: 

W: 

HII.Jr: 

'If: 

-a-

Well Burne 1e -- 1e Ada1D1e~ra~1ve Aee1e~an~ ot \he 
Aee1e~an~ Seore~ar.y ot War. 

~ell, where would he a•~ h1e au~r1~7? 

He walked -- well, ~~ oaDe troa ~he le~~er, 70u kDow, 
~·~ oaae ~o all ot ue . 

Well -- ah -- HarT7 --

Tee? 

I'• -- ·I'• --when I go on ~e h1ll , I a l w&Je \ell ~he 
e~or.r troa bestnntns t o end . 

Yee? 

And ~at• e what I'm go,t.ng \ 3 do \ b1e t.1De. 

~ell , n~w, you t.btnk ~a\ "'' ought t.o br1ng Burne along 
~oo? · 

I don't. - - I don 't. know how your organ1zat.ton wor ke --

Yeah. 

But - ­

llell --
I don • t. lalow -- I dOD 1 t. m ow - - I ' 11 prepared ~o an ewer 
1ft1 and all ~ueat.1one ot ~e Treaeur.r'• part.1o1pa~1on. 
I -- I don 1t. kDow how \ o anewer t.he war Depar\aen\' 1 . 

well, all rlght . I ' ll br1ng General Cra1s w1\h ae. 

Thank JOU eo auoh. 

At eleven o'ol oolt. 

'llwllt 70U. 

Good l>Je. 
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Jtaaar~ ". aae. 
llllf •••• 

255 

IIJrl Rtllo. 

Op.,..\ol'l I lila'fl llr. Ulloa. 

Dh'l tiLaDk '"· lttU., 
Ollal'ltl 
141eoa : 0004 aomlJI&, llr. Morseau.au. 

111111'1 Rlllo. Ulloa. How are 701a? 

II 

IOUI': 

II 

Hlllrl 

II 

Rlllr: 

I; 

IO&o1l' I 

E: 

01A4 \o lliU' fro. 70a. 

DlltOII, wl\la \Itt Pl'tt14tat.•e kaowltcSat ao4 appro'fal 

I'• &OlAI \o \tt\lfJ 011 \Itt hlll at. tlt'flll o•olook 

before Seaa\or Slalppard 011 \hlt Prtlloh a1ee1oii . --

Ytt? 

Alit I • 4 11kt \o ba'ft )'OIU' a pproftl t.o t.akt oapt.ala 

nau wl\h ... 

Ola, IIU'I, &0 alata4. 

It \ba\ all rl&h\f 

Abeolut.tl.)'. 

Ht't 11\Uaa llart DOW, &D4 I - wt. I 41dll 't. want. \o 

\akt lala up ualtll 1t. wae all rl&ht. wl\h 7 011. 

•o, 11r. Arq o\latr - M7\ll111& tlet 7 011 -" 

JOUr: •o • .,.._,,, all. I Ju\ waa\ 70vr approftl . 

1:: All 1'141Ja\, tlllt. Well, ba'fl \hq bolll$ht. t.h• 71\? 

IIIUI': Jut\ a 111111lt.t, I'll Jla'ft w aek Ooll1Dt. 

II 

(Paue) 
Oollllll 1a71 \lt.q 1Doreaet4 \hell' ol'dtl' ot CUJ'\11 ,_ 

euU - 0111 lalllllln4 aa4 e!ptcl \lt.at. 1 .. \ a1Pt.. 

I •••· nll, -...at.•• -.. la11114N4 al\o&tt.htr? 

~t.•e t..o lav'n4 ot \Ita\, •ow, \lt.IIJ are aolll& w 
ol'der laDW ..., llu't.lllt! (tla14 t.o Oollllll ••14•) ~ 

.... plaalllll& \odq 01' \oiiOl'I'OIJ \o 01'4... \M - \M 

JaaDal'e4 aa4 flft.e• ot \ht -oalltcl 1 1Jipi'O'ft4 IIN"t.La1 • 

Wtl1
0 

tlaa\ wlll N \U'et la111141't4 aa4 tlt\- pluttf 
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I I 

RJ11r1 

E: 

R1&1r1 

II 

H11Jr1 

II 

-.- :.ss 
Well, .U - Do, .U\ ot.ller or&er wae p~e4 ao\ 117 
\llle aleet.oa. •- Jo•'•• p\ \wo tit\eea, · 70il eeef 

Yeu. 

ne llllll4N4 - ~\ ot.ller lllllldre4 waa plaoe4 eo .. \iae 
ap. 

Yeu • 

.Tila\ \wo t1t\eeD -- (\alka aal4e)- aad a !um41"ed ot tollS.. 
Dew B-T Do~&&la• • ao \lla\ will .U:e a \o\al ot UlNa 
llllD41"e4 aDd •••an\een planee . 

!llJ'ee !IIIDdrN u4 anen\eenf All rlall\, \ballk 701l 

••1'7 --· 
IN\ Ula\1 a -- Ula\'a .rlla\ \lla1r p l&Da &1"1, bu\ \ll17 
all1t\ all Ule \laa. 

Yeu. 

'l.'laaDlt 701l . 

All rlell\. alr. Ooo4 lilt•. 
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lOUr I 

Operat.or1 

O: 

I!UJ'r: 

0 1 

HIUr: 

Hello . 

J'-11&1'7 21' 1838 . 
10:00 • •• • 

, I I 
-..J 

Mr. Wellu 1t wlt.h 8eoret.aey Hull. 
t.r.r \o aet. hla \bere t 

Do .rou want. .. t.o 

Yea, lt.'e -- let. ae -- or let. • • t.alk \o h1e eeoret.ar,r. 

All rl&ht. . 

Let. ae t.alk t.o h1e aeoretar1 . 

H1e uoretar.r . 

Hel lo. 

Seoret.aey: Good aornlng, . Mr. Seoretar:J. 

Hl:Ur : 

HYJr: 

s: 
H!Ur: 

s: 
HYJr: 

8: 

lllUr: 

e: 
HUJ'r: 

8: 

Good aornlng. I'd llke ur. ~ellee t.o tell ae -- it ,rou 
could look it up and \hen let •• know - I 1 Ye sot. t.o 
appear before Senator &eppard at. el nen o 1 clook on 
\hle Jl'refto!a a1ee1on, and I -- I can 1 t t illd 1\ in r1 
til ee . The da,r \hat. Mr. Well•• oalled • • up and eaid 
\hat. t.he 8t.at.e Depart.aent approYed the ~•••111'7 reoeiY• 
1n& th1e a1eeion, ,rou eeet Hellot 

Yeet 

He called ae up, I t.hilllt -- I know 1t wae on a rr1da,r 
n1&ht aroud e1x o 'oloolt. I'd l1ke t.o m ow what da,r, 
it it 1 e 1n h1e reoorde, ,rou •••• 

I 1 11 l oolt and '". 

And then -- ,rou'll aoet. l ikel,r want. to olear w1th hla, 
but. I -- I'•• aot t.o haYe 1t. before I ao on t.he h1ll 
at eleYen. 

All rl&ht, air. 

nere will be another - \he St.at.e Pepart.cent. a••• a 
olearanoe on \h11 FreDoh aylat.ion aleeion and I'd 11lte 
to ltnow what. da,r lt wae . 

Yee. 

~ reoorde are 1noo11plet.e . 

Let ae look 1t. up. 

!llaAit ,rou. 

Yea. 

I 
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::::.r r : 
"'o . ? . 
OJuglPS : 

""~Jr : 

D: 

":Jr: 

~::.rr: 

0 : 

·--:.rr: 

D: 

u::Jr: 

D: 

::. :Jr: 

i> : 

::~.Jr : 

:l : 

:.:~:.rr : 

D: 

:.:: :J r : 

D· 

:!ello . 

Good mor ning, Henry . 

:low P.re you? 

Fine . 

January 27 , 1939 . 
10:35 a.m. 

~58 

! h~d ever y expectation of being over at Justice -­

Yeah. 

At eleven , but I'c goi ng on the hill at eleven o 'clock 
to ex;>lain that ! dldn 't authori ze the F'l'ench mission 
to buy the ;>lanes. 

! eee. 

It was the Army l"h:> die . I don ' t 1rno•t •1hether you ear 
it or not . 

~h -- sone t hing, yee. 

··•ell , Sheppard has had me 'n the vr1re and we juAt -- the 
? resident hae had oe Jn the wire tv·ice , and I ' rn going 
up RbJut eleven o ' c lock to t ee tlfy up t here. 

Yeah . 

But, E<1. F'ole:1 anC. Cy llpht<c ,..ill be over. 

s .. en. 
Hor'e that? 

'l'h&. t' s grand . 

Is tha t all r ight? 

. It ' s -- yeah . Th~t'e ? .K 

For your information, I h~d both Cy Upham and Gue Fol ger 
in here yeste r day and I askPd each one separ Rtely . 
I esid, ":!ave you any question on your mind 111hatsoever 
Ps to my right and -- end duty to furnish the S.E C. 
with a cooy of t he bank reports of the Sank or Ameri ca?• 
~nc. both of them separe tely said th&.t they c i dn 't have 
the slightest doubt t hat I hRd this right. 

Yeah. 
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:: .. Jr: 

D: 

::::Jr : 

:> : 

::::Jr: 

:> : 

:>. 

::_ '"'"r: 

. l : 

0 : 

::: :J r· : 

D: 

-: ·Jr: 

l' : 

:. . .Jr: 

D· 

~59 
- 2 -

I sa i d , "Are you willing to testify to t~at publ i cly? " 
And t~ey both said, "Yes•. 

Yeah. 

·."e 11 , I thought you 1 d 1t lte to know t ha t . 

·"ell thPt ' s grand . 

Becauee I think ths t ' s tPr r1bly i mpor tant . 

··es , it is . 

Ther e has been some talk f b out the Compt rol ler ' s office 
h~< vin~; d:>ubt . 

Yeah . 

But they e r e b:>th convinced tha t - hFve t he r ight --

Yeah . 

And t he duty to do so. 

Yeah . 

And I '"ant you t o ltn?w tha t. 

... e l l , thanks ver y ouch. 

;..u right . 

:> . ;f . : ' 11 -- I '11 - - tf t here' s any t hi ng tha t. coces 
U? t hP t ! think --

Foley rill be over ther e , but. if you want any m:>re , le t. 
ce know . 

I ' 11 (I o t ha t . ThP.nks very ouch . Good bye. 
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January 27, 1939. 
4:39 p .m. 

260 

~perator: !Jr . Altmeyer. Go ahead. 

;;::.rr : !-!ello . 
A. J . 
Altmeyer : Hello . 

::::Jr : Hello? 

.: Hello, this is Altmeyer. 

::: :Jr : Yes . 

~: AYfully sorry t o hear you ar en 't feeling well. 

o:: :.rr : ·:ell, I ' c not. 

n: \7ell , t hat IS. tOO bad • 

"::Jr: Tell me -- e.h - - ! got a meeeage tha t you wanted to 
eee me . 

A: 

.:::rr : 

A: 

"!: :Jr : 

A· 

:!:!Jr : 

A: 

;.::.rr : 

;.... 

I wanted t o see you if I could to find out how your 
i~eee checked on t his Sooiel Security Report eo t he t 
we don 1 t SSJ' anything to embarrass the Treasury 
pos i t ion . 

~/hen are you goi ng t o talk? 

·•ext ··•edne-sC:fJJ' , ! under etanc , they "r"' going t o s t art 
the heari ngs e~d they rant the Government ?SOPle t o 
come on fir st . 

Mell, supposing -- how about t hree o ' clock ~ondey? 

That wil l be fine. 

Three o 'clock :~nday . 

All right. 

Now, I can tell you what ' e running through DY c ind -­
you can be t h inking about it . I had t hese people do wn 
end I 've gone over this t hing, eee? 

Yesb . 

The principal thi ng that I wa.nt is t o get bef or e the 
publ ic what these suggestions ere go ing to cost. 

Yes. 

Regraded Unclassified



A: 

A: 

'-': :Jr: 

' . ~. 

::::.rr: 

.. 
" · 

:~::.rr : 

n: 

~.:.rr : 

A: 

- 2 -
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See• 

Yes . 

And I J ust want t o find out v•he t her you "Tent to !)resent 
them o r whet her y:>u •·ant ue to do it . 

''/ell, a l l right, we ' ll be t h inki ng a bout that . Then 
the re ' s one o t her t hing I want t o a sk --

Se e , but I t h ink t ha t -- my own feeling , but I ' ll a r gue 
ab:>ut i t. Now, lis t en , ie i t - - a t the openi ng , right 
a t the beginni ng , whatever t he suggestions are , t h e 
oomuitt e e should be advised jus t Pe t o ~hat it is going 
t:> cost . 

That's right. 

Thet' s a ll ! T'ant t o get . t:ow -- and "i : 1 ;:ou be 
t hinking about t tat? 

Yes . !fovr , I w?nder whe t her you would instruct your 
people as t ? what they should do r eletive t o thes e 
veri?us propo s alo like t he T:>v•nsend Bi ll and the 
Oent-r!\1 Welfar e Bill . l'le feel that -- ah - - t he 
Treasury , g iving es t imk t ee of coste end the e r gwnents , 
w:>ul d be much s t ronger t han for the Soc ial Securi ty 
Boar d to do eo . 

··:ell, if you c ome i n a t t.hr ee ••e ' 11 sit e r )und t he 

t able pnd -- we ' ll ;>lay ball . 

Yeah , all right. 

H:)\"T I s t i:at ? 

Fine, thank you. 
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I n """"' llM ct d th tho ,...,... .. , contAin..,. i n 70UJ' 

~:~onorandul!l of J""""17 27, 1939, I •~ att .. chl nr hereto a ah.tr 
Ment abowtn~ " " ot l lllroh 1, , 1933 Md J I\Dil't'Y 1 , 1939, t he 
... ount or t he , ...... p~abllc debt , llllfll n• t whloh h ....... been o r f­
u t t he Clenornl t'un<t balance, t he ll\ abilh a t1on Yund, and 
recovernble a sAt te ( r.pl'teentlQK lo&ne M d the r~yerruoent•e 
prop r1 et al'l' i n\ereat l n £0Ytrnxent al corpora \lone) , At we­
r ea ted l n 7"111' •-"'"'flua t he,.. h lncluded i n t h& !lf:UI'tt 
f or JM~&A1'7 1, 19:59. • or~t or '.;>,OSO,ooo.ooo repreo.ontl n.fl 
t~e i abt i nc rea ee ariela« !roe pre-p~~nt o~ th~ ao11der1 e 
borma. 

This 'l& tter 1'11!'0\UI\ h M t MCtiiiU'1l.y t he IUOOUnt 
~r t he •pr .-pll7"!ent• 'out rather 1o t he di fference betYeen 
t ho Mount Yh1oh ""'" actually n ;oended d nco l'arcll 11, 1933 

~,. J . ~ 

on acaaunt of t he aolftl tr' e boDUI anA t he nmount 'Whlch ..oul4 
ha•~ been e:q,en<lod l f there had bMn no oho.nt;t l n t he ori ginal 
lft'W , I be11oYe l t ~4 be ad?isab1e t o uee t ho ~2 ,05Q,OOO,OOO 
"" " Cft<li t fti'IO! not the J.,..,., 1, 1939 debt rat her Uwl tJ'Ht 
lt u a debt on 'larch b, 193:5· This ' "'"' "'"' 'WOuld •"" l d trrt 
l naonat etene7 with tlll et~t~ont oont al ned l n 70UJ' ••to eeo~. 

"he Pnoldent 

l:rllrKI!W 

2/b/39 
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CENTRAL HOUSING COMMITTEE 

907 SIXTEENTH STREET 

WASHINGTON 

January 27, 1939 

l(i;.l)r.A..IJUK to the Secretary or the Tre&SU1'7, 

'"6 -C 

As a matter of interest , I am sending you the r ecord to date of Central 
ilousiua Co.llllittee developments subsequent to ctV taking over the Chainnanehip 
tro.a ..tr . Pelano. 

The minutes of the tirat meeting, Jul,y 20, 19381 contain a critical 
revic• of preceding work &Jld the Pl·es1dent1s instructions as to reor~<ani­

ta~ion , .wteusitied efforte and exteosion of contacts. 

A f.a,ys ..00 lleans Co...Uttee was &PJ)Ointed at t his meeting to surYe)' the 
1101 k or the Ceotra.l Co .....U ttee already under qy , and to develop a constructi're 
pl'Os;J'AD for the current year. ReDOrts on what was believed to be the most 
profitable lines of research and discussions toere requested and received frOCJ 
each or the Cbair.Den of aub-co;.mlttees and reference aouos, and these reports 
were the subject of discussion at seven meetings ot t he We.ys and Ileana COII­
oitt ue i n the interim between the first and second meeting of the Central Com­
mittije , 

The mioutes of the second meeting, Januar;y 12, 1939. contain reporte 
on t~.e rosults of the deliberations of the ~a and Ileana Co..nittee to develop 
t!.eee bstructions into a constructive pr~gram of activity . .t.gree- ent ... a 
reacned ou ten i tams of t he seventeen presented for discussion, and the other 
lte a will be discussed at aubsenuent mee tings or the Central 0<4-11ittee. The 
u:.aniJDous aupoort ~iven t wo underteldngs , - the Bureau of Standards' investi­
"'tlorl ot bullding materials and structures 8l'ICI the prooosed Census of Housing, 
h &ll eucoura~~:ing accomolish:ttent in tbe direction or unified effort. 

It i s llij' feeling that the possibilities of this undertaking in the 
dlt •ction of "coordination b;y cooperation• by t he various AR:encies of the 
Covert..,ent interested have bare:cy been touched. We have developed a working 
~ethod or using staff epeoialists collectivel)' &a well as individua.ll)', &lao 
lr utilizing their collecti ve eXDerience, thereb;y not only increasiztg t heir 
vah.e to their respective &l{encies, but to assist in assembling and Nlrlng 
••ail able a pool of inrorgation not hitherto acces sible. 
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1a a -LC...r of •••t• rut, 1 U ~& ;rou tho IOC~ro W dne of C-..t.ral 
JWI.I.tll! .. o...::~1 t.t.ce deY.,lopoe.>ta subaequ.,\ to ;;q t&kill ~ O'for t he C"-ira.;abip 
tN~ .u. lle l uo. 

The ~inutea of t.be fiu t =••Unth llll.)' 20, 1938, c~t.tll 1n " c1 ~ lied 
t at" iu: or prectiClJ.n~ vor c fU..d t he Pl _,:;ide.') t t s i 'H$ t.nu.: t.1 . mu All tn :r t-or ..;n.,1-
a&Uoa , .,u.e....aif l.td eftort..a &.old •x •.e .lil.LOD o f' c~ .ta~; tl . 

1 f ll)'a &.od ...a:•o Co..ai~~a. orao • p_po l .. ~eo at ~bh J>uet.L•l t o SUM'eJ' tile 
tOl k or t.nw vet~• t.ral \rO .:11.1. tee a lre.a.cy u.oa'-'-r •-.r, & ~ t..o o nelop a eO ... dJ U'~.: t.i •• 
pi'Ol.T.:i. l or t.!iv CU: ro..~t. .i • Q.l" • h&, Or t- \lA what c:tU Ou1.1 3Yed t"' t,e t.he .011. 

;Jl'Otha.o Ll U..e a of r eseal cb An<l Gi:.o ... .aSl..lU.S .. ere r t 4_J::...,t..t'Cl a~.ct r.: ... ~i't'e<l tl'o...t 
c:a.cb of t..nu \.!uai.r-.aeo ot .ub-co :d t.t.flH aad re!erc. ..~..: .- hl"~oc, &.oG t ...:6 L o h·por\.a 

Mr~ t.ho au .• _uj t.CJ\. 01 CUDC\; Bt:1co e 1. •~·~· ::-~c6t..l1'lt..S o t t.ee , ""· $ a.~ ...:" " '·• ~oa­
llitt. l ... t.ll•: l.Uterili:. OO t .iUCH t.ne l1J. \, LlO r.oc •. m ..a ec t .. ... ~ U..a. t.be \,len t.r&.l COQ­

Il.l n"•· 
Tl~ •iuu Lo& ol' i.t•e a cCO< IC :.ootlr.a, J w1u..ry l:< , J.9J9 , .;._n l.'!l.ll rcp.>r ta 

Lr.e j oll\l lt» of t he de Ut>erc.tJ.ooa or the " 11111 •lUI! l!e M e Co : itue to d ...... lop 
tteoe 1.,atructiou a i.uto • con .. \..TUet..~.ve .tw •• zra ot t C t.lYJ. \,)' . ~ev ~~t t::tt• 

<Mt hod o~ ...,., 1 .....,. or we , wout... e.: f>I"C -"""--t.ed ror eli se .~uloo, ar.d t~e o ~bur 

he~a •1 .J. be Ilia="""" at w bae .~eo t. <lE" li£i!l or t.<•( l O .. t r a l Co =1.t.L-t!, !'be 
~L.Uiaoua ""~port ~"'"" t wo unocrt.a,..:.ng• , - tJ, .. Bm ea u or btL; .<1artlO ' 1oveaU­
,ca t.1.xl ot bul l.d.J....a.&' ~tA&ria la &.JO a t.rucb.&.re• a .o t r:e , r o pc660 "'eJJ6U & o!' H ... a i....a, 

U on e .c .. urateinS &ec .,.o<pllo tuoo:l\ 1:1 t lte c1i.r~tCUou of uni ried 8!fort. 

lt h "¥ r eeiilli tlte\ the _po .. ibH1 t.lea or thlu wul•riAk.bt i n t he 

4lroc t1on ot • coorcUa.at.l on b:r cooperetioo• by ~, .. Yl\rloua A,ceoclea o r t.he 

Co.or<•- •"t i nt.ureat.ed I•••• b&J el,y beua t ouched. fte hne davolop<;d a 'iorldu& 
>tt ho>Q or UDil>& Staf f apee~iet.l COlluct.i'fel,y U ... n AI i ndi'fidullll,y , 1l10 
1>, uU U ai o& their collect.i •• uperience, t u reb) o t. ~ulJ 1u~r"""·L& t heir 
Yll'-1 ~ their reapecU•• ~.ciea, bu\ to u~ht 1A aaaubll"'' a-.d o•lr1ol 
•nilab le a pool. of iAtoruUoa aot llither\o ecce .. i ble. 

Cb&iru.A, 
Ceot.ral Ho..e1o1 Co .ait.\ee 
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u ~ ... ~~ .. r o r li.tere•t, 1 aa ae<l41c c you the t •c~ro W d11ta of Ca..tzal 
.:. >~11>-.t ,.., ..,1 ~~,.,. dn.,lo.,..eu u w bMqueut. t o ~ taUr•.: o• or t he Chail" .a .. • h1p 
(rv• l.lr. Dc la..o . 

Tnu Al~ou tea o) f t.hc fh• t •••t.1n&1 .Tu(¥ 20, 1938 , ~ontalu " c•1t1oal 
r .. <Yicw ..Jt jl. \..:t..-c1l u6 ~ot £ .ai .d. t.bfJ Pt"side..l t • fl lnts t.r·u..:U Jnlt u to reor~a.;l1-
a&t.iQo1 , .~ l.u ..... "~!1t:4 c ! t ort... &. l(i ele t.o .• .lioa o!" C:> . ti.ct.a . 

' l -,r• &-.d -.>G Co_..1ttoe oaA appot .. :oo at. thla ·~etL.t: t.o :rJn-,y the 
t OJI gf t.~.u vu .ll ~l t..O .=...1.t.c:e Rlle~ Ul:luc r .-.,, k..U t.o (J eYe lop a. co..un.r.u: t.i • • 
p~o,.r~ to~ t.!~ cu: re · t. .:ea: . h:,~<>rt.:. = " hat ... . b<l.i ~nd t-> be '-"• ·.on 
i)l'~(h.aO 'II U •• ea of reGC&l eh "-'ld cC.~<:.oiG1o:.a ~ere r.'l•OOtOtO a..d 1 n~a 'fed l'ro­
t i Ch o r ~h., CUtU1~..:.en ot .Tlb-e o .~1 t.t.f"ea a~ re!~t •. ..:e q~c•, a ,....C t !la;;o r • vort.t: 

ter"' thea .L .. b ,.1h: !. o.L" dinc t.a:J!.OI:a ~ t ~~·"•·· r:ee T .. tn,ts or t.ll.• , ..... :- 6.td Jotl!.o Coa­
aiU • ~~~ thu 1..n tC!r·1:;~ botuue 1 t.l.ltt r~r ' t a ile oec•tnd .. f' ... t l ·< !){ t.he •:::o;.lt.ral Coo­
GiLt.t.• • 

Tll• •1nu~·· or t.n e ceonod .... t •.. g , l w uary t :l , 1.939, C.)u t.Jlin :·epor t.e 

.. u-.. ' uul~u or t he del1ber 3U OI\I o>( t.be R'fS .. ..., ~·""· Co 1 u .... w dndop 
t....ue 1.. ~tr .cU!),.:a !.:1t, a co:::u~ t.r.Je t..Y• proue <.,f M' t..l •Jty • .ll'_,re.e -~nt t.•• 
rMched O• t.e.. l towa ~( t a .;ne•l t~e ;>•e~e ted Co~ d!oc .bo l oa, a:>d the ot.'>u 
it~ . • d ll be dl OC4$Sed .. ~. · ·•bae " " " t. ""~t.\'1,. or t ~ l.t - t.r&l Co outec. '!!>• 

ll..&!lilwut .... ;;<>rt t t Yal> b o IIU.Urta it l DJ'o - t.'>e lluJcAU Of :>ta .dards' i£vu t1-
4lt.li)U o f bu ll.ch 4g M t •ri •la &!Jd atr~.&Ct>aea 4 40 l t:e t' tOJ)O&t-d ,..e..:...su.s Ot "!. a i...4, 

11 &II e .. c<JU'&&! ' i a ce > .pUo'r>& lt .a tl'.~t cU rec t.io" o t' unH Jod af!ort. 

It 11 111 t eeUni! that the pcaalb1Ut.lea or t i11D undertlll<l"g 1u t he 
<Uroottoon or •cootdl4at.1on by cooperation• b.)' t.lu• nrlou• ,lj(e:~ciea or t.he 
0.)V<rll...t u • 1c tue el.ed t.an b• ••l¥ beeu t ouc!led. ~• hn• a•• alopao a .. or11:1nc 
..el.hod or ".t"'' at.a r r 1 pec1.al11ta collt.ct.1• •1¥ u ••ll •• 1ndl'flduell,r , a bo 
0.. UUU al..la t.belr collac\.iwe u~rlenca, t.herab1 o ~ onl.)' l uor eoai.' l t.ha1r 
••l•.o t.o 1.1>&11' ' .,.pect.i we e ga..clea, but. to U >ilt 14 uae.abliJ•i e ·.4 r-ald.DC 
•Y~lLblo a ;ool or 1Qtoc.at1oa not n1 ther t.o aeceas l bl e. 

Cbair<JaD , 
Ce<ltzal ~~~~•1.0& .;., a1 ·~ 
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~:nutoe ~f 30t h Woo t ing 

JX!'Z: JMUI'l"Y 12, 1939 
;.T?~OAliCZ:: Boor AdJ..\, C. 

12 : 30- 3:00 P . U, 
J . Fooplcs , Chnircan 

Couoos Club 

• ( l bsont) 
• ZArulY L. OOHII!S 

J ohn H. Fahe;y 
• STrr.:Al1'l' l.!c::J(ji/A.L;) 

W i 11 1'1. Al cxr.ndc:· 
• LOii::LL t.r::U.:::TT 

Gcorco D. 'ilillinc. 
li:>thnn Strc.ns 

f ilOC 11. lbx ~in.:; 
Dot'C I.;yu.:l J. Br 1 GGS 
Fi!LllB Or oond !: • Lo~ols 
FHA tlilos CelOM ; 'Ernost l.t. Fisher 
FSA J ohn 0 . 'ilnlkor 
1~ •rucEJr:; LmG::l'i'r : r !tilip c. &Llblot 
aFOJCo "JAIGS L. :xAIO~ 
U.;HA :lnrrcn J . Vintc.n 

~itmtos: 1.!1nutcs of tho 29th oootinc, July 20 , 1938, ht\vin& boon pr ev iously 

circulr.to~ , verc npr,rovod wit:\Out rectiin&, subJect to corroctiDn. 

Tho C~im'ln tr.'Ono<! t:lo u.ootin& ~ith r dfvrcnees to tto r l.!or;;m1zn1.ion 

of cor.r1ittoo Wldortrkiut;s t l>rOU(;!'I r.cys M<! lionns COtuJittOO h.,c,l'iol(;S: Md t o 

his intorin discussions v:ith tht1 AW.tir.is trn~or• of t:1o F<h!ornl Houuinc nnd 

United Strtos ilousinc Adcinistr Mion• and with the ChnirT.l .. 'lll of th" J!oco Loan 

iil.r.k Jon~. lie th.•n cnllod f or n atnteccnt of c-J.rr cnt nctivities . 

Pro oss no~or t: Tho Socrot <UrJ auouarizcd t~u status of oub-concl ttoo vork -­

a sovoo r,ut:\Or i z oc! uub-cor.t:Jittuos , throe of w~ich wore nct i vc ; tl>roo , r.w.rl:in& 

tl::e .:!\llo nwniti nc autl1or i znt ion of procr~J.\8 or nssisi Mcc ; and one , (Pr o­

cedure nne. .Al~inistrt\tion) r ecoc:!undcd f or C:iacontillWlllco: b) f!ftoun 

rct"crur.co s:rcu!l5 or aoct.ions , ninu of "'~ich wore c.ctlvll (one Tec!"Jlical nc-

1\!nrc:l , bnlna.: r cc ;::,.ltmc!O\!. for sub-cor.ui ttc~ stctus) ; four . owni tins I'Uthori ­

z:~.t:.m or ncni&tn.nco; two , rcco~umdc\1 f or diacont inunnco . 

s;. ECIIJ. BUaiiCSS 

?:1c C!~in.1..·-.n stnto~ .. tbt t!lurd wer~o~ thr tlo i tc:J.S of ure;~nt ao::aont to 

ley b~.foru befor e t!1o Co<J;.!i t teo , two of w:tich h'li. t o do r~ith pend!nc or pr o­

~osod lorislntion. llo cnllod u,on ropr cscntntives ~rinci,nl ly concerned 

Cor stctonon ts . 

:J1J:>~u OF aT.U::li.a:>a r:lCGRAJ.;: !)r , Jrip:s artvioud t he Comittco t!l..-,t , under 

;>resent Dutot;ot Dure:uJ. r~connu.mt~tion:; , t:1o vpocl:U pro,;rnn of tcchn.iet.l r e­

soorch ""-S ac:tcdulcd to torminc.tu c.t t~e end of th~ fiocb.1 :fC.."li 1939-1940: 

t!mt t ho :l<JI!:~tr:tont of Co•uor co l~>t. r c<;u.estod n chancu in phrnsoolc.Q' to 

recovc f r ou the bill tllu timo liJOit"tiun but t lw.t no cl· •. '\nco hnc! boon rx·ee. 
e-n qucstior.a by J.:r . hh!lY , :Jr. Br 1e;.:s sto.ted t!w.t hu lmov of no r enaon . 

fer t:Ua l\C t1 n othur thr..n to nvoi..: t!lu cost. or r. cc.nt 1nuir.c; n.,,ra,rint:.on; 

t!~t n cont.inulnc .inv\lst.1.;: t1.on of the pr oJont. aco,c Wt".S c:aoro dasir bl..t 

iroc tho atr.nC.:,oin t of cfflcicn~; th._"J\ c. lnTG(J" current. C.j)!)TO,r inti(.n: t~.k~t • 

1'1 t:.oue.'l t~.oro \1M sor:to l ocwcy, ~nr1y nct ion wr.o dcsir tlbie so t hnt pkna 

could bo o:.~o oithar f or tto contin=~ion of pr o.:;rcr.> or Its t oruinntion ; 

t~~t t:1o clv-.nce involved :U~ not 1n·,o1vc l':tl:f n.:dition:u 1\pproprintlon but 
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would leAve open for future determination the quest i on of program extension , 
llr . Colean r eoarked thD.t such an inveat1gat1on should not be terminated aa 
new developments w1ll be forthcoming from time to t ime. A prepared r eso­
lution was then r oad by t he Secretary to r ecord tho epocial interest of 
the Ce:>tr al Housing Cocmittee. 

After discuaeion or alternative procedures, and on amendment offer ed 
by llr. Straus, t ho Resolution (A) waa ILdopted in the following form: 

111\'!JEREA.S the research program on build ing mo.terinls and 
structures, with spacial reference t o low coat housing, 
which was oatnbHahed at the Rational ~enu of Ste.ndarda , 
with t ho auppor t of the Centr al Housing Comcittee, bna 
definitely shown the valuo of teclmical ruoru-ch to tho 
Government Housing Aj;enciua , anc to the other building 
industries; and 

" l\HZREAS the program has boon author ized by the Congress 
f or n period of three yoora , expiring J uno 30, 1940; and 

·~ the Techmcnl Rooonrch Group of the Central 
Houaint; Coclni t tde b.>.s urced the continw>nco of the pro­
grru:1 beyond the threo yU~JZ period; 

••rllli:RZFORE ll:S IT JGSCLVED tlu.t the Centre.l Housing 
Committee urgently r uquuats permission of the Bureau of 
the Budget for i ts mombur ncencios t o ndvocnto to the 
Appropriations Commit t oea tho removal of tho three y onr 
l imitation in the 1940 npproprintlon of t!111 !le.tionnl 
Buroau of Ste.nde.rds !or tho investigfit ion of buildin& 
mnteriala o.nd tho eontil'IWlllco of the reoO<U"ch pr ogrru:>. 1 

'l'!le c;,.-.irmnn at<.Ltod tb.>.t he o.loo would be plonsod to nppetll' on bo­

~~lf of tae Comcittuo . 

268 

At the suggoBtion of Mr. Loomio t~t i t would be h~lpful to atr eoo 
t),o importcnce of tho Bureau pr ogram to o.ll ogene loa , the Choir~ nakod 
Dr. llri;;.;;s to prepc.ro n aW>.temcnt oho»!ng tll.e rolnt!on of tho pr ogrl>l' to 
tho •ark of the different agencies, for their use in preparing gnbm!eo!ona,•• 

~ZliStJS OF HCUSIJIG: J)r , f isher outlined developments lecd!ng up to the 1940 

Census of Housing on which n group ot tho Res~-xch and Statistics Co~ttoe 
baa boon working,with tho ~pprovnl of f ormer Socr oto.ry Roper, through tho 
lluro11u of tho Conaua . Th o cos t of this census is oatimnted nt botweon 12 

end 15 millions. 

•Phrnoeology of rooolution ns drnfted: 1 TiP!RW'<.liE E IT RZSCLV3ll thc~t tll.o 
Contrnl Eausing CoQmittoe urgently r ocomconds to tho Con~cas the r ccovnl of 
tho t!lree ye::z lic>l.tiLtiOn in the 1940 ILppropr iction or th.o National ••• ote.• 
Phrnauoloev clorxod with office of tho Acting Director of the Budget: lut t or 

ot trnnsmiaaion pr opcxed (Lccordinsly. 
*•Pro~~ed r~d tr~~emittod s epnr a tely to ~~encies . 
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l)r. Fiallor ocnt ionod tilu nppr ova l by t!1~ Budge t r.nd by tho Proaidont 

0~ t::, ;:;ouslr.c itccs in t!1u drnft of t~o orlg inr.l Act but cxpr osood ~.nxiety 

·s to ..,:,et!•cr the Pr csidont vould look f r.vornbly upon tho nppr oprlntlon 

nocdcd, d t !\OUCh the coocitmunts of govurncvnt funds cJid govor~~r.~unt credit 

In tho ;;cncrr.l field of houair.g · rc so l r.rsc tb.:-.t t ho co nt of t !lo c uneus 

11ould np!'vr.r to b o entirely juat.fiud, slneu tho dt,tn to bo soeur~d r;r<J 

b•slc t o t!lo Opcr:.t ions of r.ll gov~rni:Iunt houo inG •.gcnci(to , Uu 1\dliod t:•·.t 

t::crv Is" lrrco dor.rutc! CJ:IODG pri v-.to croups , ns >~oll t.l u:>ong GQVOrnr.l"nt 
~c."lcics , for such t'. co.naua . 

lir. Strrns SUGbOStcd informl c;>;»"O.".c!l vlt\ tho n ofl Sccr.>t:o.ry of 

Coo:r wrcc . '1".10 Chr.i%'llt'.n "bb'OOd, - ~.ftor t: .o lntr oduct\on or t !w l . gloktion . 

J)r, Fisher oxplr.inod t!t t udvtllCU indiCI\hon of t!lu Pr us ldont •s nttitudo 

'oiOUld s~.vu t i ao ~.nd effort 1\9 both r. spoclnl Bill t\lld &">ccinl Dcficionc:r 

'Bi ll were involv~d: r.nd it liM ,spec i a lly dusir:-.bl u t o r.l."k u $500 ,000 r.vn il­
-l>lo ino~'<iirtuly u:>un tho pnsar..;c of t!lu Act for ncoust~;ry pr.,lioinr;ry wor k . 

On quoa tion ns t o tll\1 dusir nbi ll ty of on wc;>rcnslon o!' t:,o Cotr.Uttcc ' s 

·.p?r ov".l , );r, Pn!w:t c.nd )!r, Str:'lls ::.;cod t!l.·.t it t:ould be r . .:;ood ldu,o, to 

&IV~ t:1c Socr. t · ry of Coa.l .. rco t:.o CorxJ1ttuo 1s Wlf'.DlUCiUo cndorscClel\t of tho 

GOMrc.l pr opoor.ll nnd t!~<-.t , to -.void dolt',YB , the subject s hould b o brousht 

if'.cc!.i-.t <>ly t o the c.ttont ion of As:;istc.nt Sccr.>t"l":f Pc.tturson. Tho C~.irio\.'\1\ 

st~t ~.:d t!l. ... t !tu \1oulc! -~~raon.:--.lly t r r.ns.uit cucll t". r vsolution to Assiotr.nt 

St:cr~.. t-.r:; F t t.crson M(. to S u-.:r ... t ... .ry I'011kins . Tho C~:.-;cittco c vncurr inf_;, 

t!!» C:::·.irr\OJI r.sl:ud ;Jr. F isl,, r to t.rcft 1'. su1t<'.b lo r .s.lution f or incorporntion 

.~ t!lc ninut ~s. T:>is Rusolution (B) f ollovo: 

11\:JCRZJ.S , 'l'hc.: nconci .:J3 r "A)r uaon tcd In t:1o c~ntrd 
Uouainb Cor.u .. itto~ :·.riJ cvna\.t'Jttly confrunt1nc prob­
lcns in housl:'\t; nnd hono f 1na.n .... int,; t~:o aoluti c..n of 
v:.ic~ r oqu1roa toor o c c . .;>r\.1:!\~sivo n.nd ndoqu,....t c in­
forrr.ti~n rc,t~.rding llousint; c .-nditions ; rJid 

~i.~lS, Tho occ. ... n1or. of t:'l~o~ 16 t!:. d~JC\.1nnir.l census 
off er s nn opportunity t o sucuro suc:1 n.loqu• t c and 
couprc:1cnslvo cJ.co.ta corrulr.t od , ns t:1u,y r.JUBt be t o b u 
unuful , nith ;'>o,ul:.tion l'.n..l .:ntr. vn fnn.l;r cor..posi­
tion; and 

•:.:::N:AS, !lo .,rovisl~n io c~nt·.incd in cxhtln.; l .,.;ls­
l .... tion f or conduct oi CJ:'J:)ru!ams i vo ::out'ir\b surv(;j's: 

~~ ~I!:RZFCRZ BE IT R:S(.LVZD, Th ... t t!1o Cuntr·d ilousing 
Ccn:.ti. tt co o;:r>rosa~s ita c.p:~rocir.t io:t t o t:1u StJC~ut·.ry 

or Cou:L>. .. r C!l r.nd t o t.!l\.1 Dl r \»Ct or of t:tu Buror.u o .. t!to 
Census f or tllu COCQ·~' tiG:1 o:Uc:t t!lt.ll' !1 VoJ .;i VO:l t o 
t!to SUb- C.:..:-:.....i t.tao ..;f R\.:th ... r.rc!t c.n..: St · t.lnt.1ca in 
a tuJ,)· 1nt; t:t"' :'r obl o:J ot :.!,..ki!'lb c. c ..... r ::-lv t"' :-:ousinG 

c unsus: t'.nt 

uB: IT i\JR'i'I~ RZ.SCLV::D. T!r".t t.:tv Cantrr.l l! ... usint:; 
Co:-;..:1 tt .. al roqu~...ats t:.~ Sucrut .r7 of Co; :.t\!rcu. to . 
r.as i :-.t furt:.ur in ox_ ct!i t ir.c :-..~~ro,r i ... t.o l ve1s l·.t1~n 
r.u t:wriz inc r. c ..msuo of :uuslnc:; t c. bo COAto ln c.,r...~oc­

tion 111t:: thu 16t!t .:cc..,r.nlr.l c ensus of ;>0:1ul · ti~n • 
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!!J!ML BOUSI!iG: ;)r • ..\loxnndor, v~un callod U.>on b;y t ho C~~iro:u~, ob t ervod 

t:Ut ho !ll-.<! no f~ru:ll stntu<.lUn t t o DD.lco , 1:\lt~u,;h ~o understood n proposal 

~oult bo offorod on tho subJuct of Rurnl l!ouain;;. 
L!r . Strro>.a Gt r.tod thc.t ho s!lfi no occasion f or euch 1'. cor~Jltto~ nne. 

f olt t::r t ~. cnnurd dhcussion of poli~:r should procudo Jotr.ilud di scuss!ona 

,r Subcor:. ,Ht eo tlotivitios . 
T!:.u Chclnl.'\11 c.cqu icsce.i nnd cnllee. Ut:on L!r, Dunnln,;, CllnirtiM of tho 

: :v'G n:\t!. :iLt'.DS Cur.s.11t toe . (Dr • .1loxn.:1..iur wca oblic;ed \, !:1 l~"'\VO tho coetin£, 

J·JJ'Il\6 t:~<> ensuinG discussi~n of t;cnerl'.l policy boforc t!:e discuaaion of 

~rl li.,..,o inc; was r uaurJod; Sou Rosolutton C-1-2) 

G:::IGR;.L FOLI CY DI SCUSSICJ; 

~r . ~•r.int: r .JcountO<! tl.l~ d13cu~ai >:>a of tho l:n:ts nnd IIOMG C<>roittoo , 

ref~rrir.t; t o " nonor~.nO.u!:l (~>po:odix X) w:.tch he llllC. pr llJ>-rod f or tho 

Crol'.irr~·JI CllC l\llC:. t o n list of nctivi tics (Appendix X) croupcd ns (List N 
t!.oso \.l,ich "oro cit!>~r nut:10rizcd or not spccifi~.ll;y questioned: one! 

(Ust :a) t!10sc no t I'.Ut!>orhod or cc.n•r ov.:r ainl . Ilu off ered n r oaolution 

t o "cco:-t t::i s .:;cnyr ::.l nnalysia in or C:cr th'\t the itOC'.a c~ulC: bo placed 

forC\.~ll:r bof or o t~10 cormttov f <.r consi:lorntion C..'ld dotuiloo diacuaeic.n. 

Ur , Strnus c:•onoe. t ho uiocuoui on b;r ak.til"-<; t!mt he u.:.s tllk~n nb~.ck 

b;r tho lis t , llo r c·.iso<i r.oncrnl quostlono nb~ut tho origin .:md obJcctiv<:s 

of t:1~ Cor.tu.l C<>tr11t t oo , stntin!> t~.:>t t~a !lOusin& nconcics .roro no lc.n~;or 

s'Jbji"Ct t .J :>ross cr1 ticisn: r.n.! tllnt t!:.oro vas no lont;~Jr occ.::.aion oltllcr 

te · v.:rt intvr-n.;o:~cy f r ictie n or to :oD.l uith ovorlnp;>~:>;; functions. J!o 

ct.~.tot: t!U\t hu tto.o c~1po sc.! to Joint ro~'lort o to tho Proaic!cnt ; to ovor­

ri:'.ln.:; tho cc t i•: n of Con::;ross in its MOlCIUJOnt of functions t o n;:onci co ; 

"-~~ t o tho scttil>.:; u, of ~ su;>or-h.:.us in;; ~..;oncy , Inci.:.cz:t<>lly , he r o­

fc.rr~e. to t.h..: f<il:lr:..isnl sot-u:". 
l!r. Col .... .n nni:l t::r:.t :Jr , Lie Don.~.: woulc concur "ith l.!r. Str <'lls ' ob­

jocti cns '\o to jo: nt ~ct1vitioa in the fiol~ of or icinnl rescnrch , no 

r..:~t.tor hcu ~~._:nir~ blo , atntir,G tll:lt t:to tithJ tl!'!ic~:. C-'Ul..! be b1 von pr oiJurly 

b:r r o:)rOt.i cntC'.tivou CJl' vuriouo 4·e;oncivs t.~n CfiC cor.~.~1 t tcos or L~roupa .!i :'. not 

:-or:>it of oxtnnsivo r osc::.rc: •• ::o " djed ~hat t <lo.re \o<ll'& Jt<l.Qy subj ect& !is t oll 11:.lc :. 

u ... r~ S'J.it· bl ...t f or d1scussi 1)1l !Jut tl:.:·.t t:1oi r Jcvolo;:.lCnt savuld bo nGslt,;n~ 

t :1 a .. ocitt.l t'.(;enc i ua . lie ::J..~o r ef\!r~:lCtl t..;, cost stuc!ies . 
l.!r , Fc!lll;,' acic! t:>.".t :-. vron,; int.:r;>r llto.ticn wna boir..:; ;;lc.cod on the 

c ::~ 1tt•.hJ r.ctivitoB , C~.s tho sulo objcctiViJ \lt\b t tt duvolop Md dlaauuin.. ... tc 

infon~ tion ncodoll b;y ;lUbli c nn<! ;>rivnto a,:;cnci" s vat:1out in nny vey set tine 

u;o " cu. r - c..:;e:1cy : o.nd tnki n;; the s~.ne CC3" Ur . St r nua htul cHod, bo <tl:!od 

t:~-.t t~~ C"L:oitt"" •.U~t ..,ell co further into t:w quoat1~n of ~.Jipr'\iscl 

::r ncticos :-.s the s:ratou h~..! boon ch.~o t1c Uj> to 1933. Ovtll' 4,000 ;>rnct1cin;; 

-.;o;-r~iG,>rG '· " r " r oJoctce. by HtLC " " 1nco:Jpcte.'lt, or subJect t o qu~•tton 

:-.s t (l thoir ethicnl pr~cticoe . Iio sa.w only r~vnntr-.oo to t~e n(;OtlCios cvn­

cor~od t<n.: no poaai'ble colliaion in such work. 
l.ir, Str :ms thon r ollA n reso lution c.!opt ou by tho Contr .:.l Cott.\ittec on 

l::.rch 2 , 19:>? (..\p;'onc!ix ! ) , 8 nprliceblo t o the current c!iscusston. 

""" Socr c t~r;y tlontionoc •lu>.t this r usolution !:ac! b o>cn n1oei s;>oc1ficnll;y 
•.t n c"rt, in t;y:,o of activity o.n~ tbc.t tho Contrcl CoLT.li Hoe hn;!. dotinite l;y 

rul ce. "< :'linst n projected pr ohibition of 11 jo) int ros~rc:t" . 
1ho ~'\.~ir::ll\1\ Bnid t~Ult corto.iuly no c.no h...,..! r.ny i~,~::L :; f .lovol or'in~ n 

•u.>er-rc cmc;r, lcnat of nll ~iLl8olf ; t:;,>t t !lo Cor.trc.l J!ousint; C>tnittvc "'"'" 

:tr it1'.rily n clcl'.rin~ ho-use v!uwo ncn of outst.D.."ltinc; r.blli ty, t «.,ornrily 
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In cwur nc•>nt aorvico , could :find couoon cuet ing plt'.CO~ 1n wllic:. t o poCil 

t:1, ir lcno\lloC.co; th..'lt nothinG buli. conatructivo r oaulta could coco froa such 

on udcrtnldnc; toot no publicity or propl\61U\dD. wo.s involved; toot he had 

r ucoivod t:Us conce,tion of !'unctions frou t:.o I' Naidont , bot!:. in rn-itinc 

r.r.t i n C:iscuaaions . 
:.rr. Stri\Us pr or,osud t!lnt t!l<l CotiLiittoe procoo~ to net t.n oortnin 

!toP~~ t o .-:uc:1 ho hc.d no obj.,ction. Ho !)roc~odod t o r oacl vnrioua itcus 

271 

frou ll•ts • A1 1\lld 1 B1 of tho q;cndn. l:ounc; t !w incluston of t ho Ineox­

Di.;ut t, the• Socr otnr)' rnlsed quuation r b c-ut oxcluai' n of the lone ost~.b lle:.,.. 

ot Lo,_-:cl Di t;~st. Ur. Strcus r opliocl U.o.t hh lo>cnl div ision hn.! not boon 

f vor <lbl)' inclined t o word t~o Lct;;lll Dic~at . 

llr. Dunnin,~ sttlto.! th:lt t:." itcno Hate.! vcre only frOC""'"t' of t!to 

co:r•Htoo :-ro.;r~.os , nontiono,~ o.G tn>icnl, but subJect to c!otailed discusaion 

ir. connccti c.n vtith oo.c:. cTOU;l o.ct tvit;r; tho.t it wo.s <:if1'1cult in n ;>hrr·.so 

t c ,·I vo t:w full b"clq;round. Uc.vtever , t o o.~vn>tco conclusions , hu off .:rot 

~~ wtt:..:.r:-." til ooti ... o, 
Ur. Strnua t:ovod tSTe<-n,,,t or. ten aoctioM of Lists A t>.n!! B. in.:iq.toC:. 

b•1 un·'.crEIHl.:- on A-t.>~. Ur . Fxow aoc~no:!o<i t:>~ 1.:otion . (Ruaoluhon c-1) 

Ur.Jor Uo.lkt·r r a1a0\! a e,onu1·c.l qu ... at•vn, sto.tinc t:1.0t nlthout..:.-4 Fr:.rrJ 

Security ht.t. been o. ro,:.,lt~r c~Mribut-,r lUI!! nlthouc:: ila ~~~-3 not in favor of 

a rur"\1. !louainc co~~~itta~ . h<~ f vlt str~:-ti;l;r th."\t t:,., .:-~nornl ecttvhics of 

t!.u C\l..~ trc-.1 C¢;,1;.:1 ttl.lo :ue. not rue,;ar<:ct rurnl !-touuinc int l.lril~ t:; . Uo o.sku.l 

t~ll\t. 1:1 :·.ny furt!hJl' nctivi teH , cuch a. a t:,o curr,:mt. propoanl , t~l1B s i tunti.:m 

s:~lUl! bo r u\!tiflcd. Tltu r cs ... lutiun \io'UI . ...:o?tO~ with oxyrcss nO"Oc:lent on 

t~o :'"-"t cf iir. Str nus , .s inc lc:>tcd by :tis NJon.:lllf. h13 coti~r. . t c. t!le 

ci!'CJCt. t::.; .t t~.v sections in,!icntoc! \10Uld, cpccitlc;;llY inclut.'~o Rurnl i .$ woll 

· s Uri>"! • l:uuall\[' in thyir conai<jor :.t ion . (Rou;,lution c-2) 

Tho Ch·,1rllrul stata.:! t::.at this ncti,:,r. ~~Vl".Jico.: :J.CTCJ!t)I.h.:nts: Nt.: thc.t. tho 

i cys n.-"ld Hc.. ... .r.s Cou..i1.t\Jo , aftc.tr furt:t6r disCt;s&iYn an ... cvnai~ernt1c.n. , ;;ould 

"reson~ t~c r on .. 'linin~ ituos t o t!lc Central C<-m1ttAC f or ncticn . 

1;r. Strc.ue r~.isotl fur t!1~r question cbout ;>olicy, brlncine up a str.to­

r.:.J:\t .;,1' ''t'i70 D.lt\.'rn~tivo t:,.~ca of nctiv1ty which the Central Uouoin,~ Cou­

:.itt.c" ~- u.?\C!ortaka1 • .:!rt'.ftcc! b,y Dr. Fia;,tW a.t th~J Novoubcr 9 co!ltint; of tho 

i :-.,ys nne: lic..'"'..llu Cor.uitt e e. .Aftur s "':..tu ~iSC'.J.ssion. in w~ch Ia". Strn.us 

ou.a~~"n t.\Jc! aliultw.tint; thu o.ltOl'l"..O.tive t~,~o.turc ~.n' also aubst itut1nc; ne;:oncy 

s t r.ff s f~r stdfa :>rovi~o..: b:t c::c . ho :.10vo::. thd t!1e Cotalit tee o.Co:>t ~ 

t.;~)oa c,C cctiv!.ty. L!r. FD.!tq ooc~ra~O..: t.l.e t;Ot i. n w.hie!t uo.a ,c.sso~. \."it!1out 

furt:.ur .'.iscuuui~n . no follo10s1 (R~3olution l>) 

'rt,:,cs of Activit¥ nllich thu Control H1Ju&1nf Coo..1ittoo rw un~,ertnko 

Go::cr nl 1nturcl~nco of u;;o;>orionco c.n .. : thou~t l\L\Ont; thv ~\!u.dG of 

~~·c~ci~~ . c~~ sub-cTau~o of spociulists rupr~~cntin~ t~u r~oncies . 

t o -,rouv t o J:Utua.l U.."ldorsta:l.c!.l.n("; nn.: t!teir l1Utunl inturesta . 

Thv ~~rc,uccutivn of oriuiunl stu\!i ou M~ :uwosti ,.~ ti.:.ns in thtt 

v:-.ri~us f' iol:.'.u t~t~ut.:~ t cc:uucn.l Qt:Ufs of t~n vt'lr ious u(~cneiu.- . 

Ucctinr r~ourne<! at 3100 r. ll. 
llo>Xt Llc~tin,-: SUbject t~ t::to> Cllll of t~u Ch:liM.liUI. 

AHRCVZD ·-------
!!orr. co 'i. F ut'.& 1 ~c 

S"cs·ct~J 
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!!D!OAAYllUlo! TO A!JilRAL C. J . PEXlPLES , CIIAIR!.IJIN, CENTRAL HClJS IHG COOUHTEE 

Novombor 29, 1938 

Ro • Progrun of Activit i e s ~ ~ F1aonl ~ ~ 

1. Frodorio A. Dole.no, i n roportii\ to tho President Juno 23, 1938, 
on lnst yunr ' a l\Otivitios of the Contr nl ouaing Commi ttoo snid in part • 

"A vary ronl e.ccanplishmont hns boon mndo in br inging t ogotl:ur in 
wor king units , tho toohnicnl mon in a ll ngonGios lu>.ving co~~~:~on intorosts . 
T;oso mon ;nvo intorchRngod dnt~ Bnd idons, hnvo atoppod costly du?lion­
tions of work nnd hnvo produced inv'\lunblo oa:tpoai to findi ngs • • .. .•• • • ••• 
It ~ust bo roportod t~t tho org~ni&ntion hno ~rocoodod us o. coo?Grnting 
;:r o·1p r:>.tho r t~n ~~ tlio coordin'\ting ooc'Uittoo IJ:>pliod in your I!IOnor nndum ••• 
It ls obvi_ous th!\t o.ltho1J6h thoro :>ro conopiououa ncc<Dplishmonts, thoro nrc 
~lso conspicuous sb•>r tco:nings whoro ncoa"1pl1ah=ont oight woll hnvo boon ox­
pootod ., • • ,St'\ff c:Dmber s c.ro koonl\• intorostod in this pooli~.g of ::nowlods o 
nnd if thoir tochnicc.l groups ony huvo on nesurnnoo thoir contri~utions oro 
w:.ntod, <1nd thnt thoy mny contribute oonstruotivoly without c~nsorship, I 
boliwo it ·Rill go " long vmy to=rd dovu loping and prosonting to tho pub-
l l o loss dive rge nt viewpoints on housing polioios nmong Government Agonaios ,,, 
Dol)~! to \dvancoo h.'\VO boon mndo in thu r,ono rtll direction of a oordinntion, 
g~lns which oh ou.ld bo oonsolidntod, ,, . Suoooaatul a Qns\Oll!ll.•tion o~ll• f or now 
l~>dorohl9, str ongthonod by nn indior.tion o f your intorost in whnt hno boo n 
dono nnd instructions ns to fur thor objuot1vos .. b.nd moro <>9tivo !"'r ttoip~tion , " 

2 . 1 quota from the Prosi dont' s lottor of July 5 , 1938, one l osing J!r , 
Ool""o ' s ru,.,. t nnd npp?inting you t o sorvo , nt 1~ . llolnno•s rcco:r,.ond<>ti on, 

ns :;alr c-r.n of tho Contral Housing Cor,:ittoo: 

"This roport oovors 1n dot .11 nn unusual oxuorio:1co 1:1 coordin­
ntin& thrllut;!-1 oooporo.tivG offort, '\nd I tu:> in 1\111 :i.ccord with l!r . Do1Mil

1
1 

an~lysos ~d roc~nd~tions . " 
11 1 o.m hoping tho C?Jnittoo will c ontinuo t o intonsitY its off•.r ts 

throUGh ~nc ournging work Qlld ll'oo ooopor •.tion on tho pnrt of thu va r ious 
apoainlhod c r ou:>s . cmd thu :>otivo pnrtiaiptltion of o.ll prinoi?nls con­
cor ned in collnbor~>ti•;o r ov\ow. !.i kowiso tho oxtonsion of !"'rt!ci!"'tlon 
or >f oont<>ots with othor ngoneios ~ or gMhntinns , public or pr l vnto , 

110.ving r ol r.tod intorost s <>ooonrs t •> bu dosirnblo . " 
"Tho oat~blishod ~ ~aoduro •>f c ontributod sorvlcos by mombor or , 

nrf•iltC>tod n~;onoios in liou of opooia l np~roprintions sh,ould bo c o:ltinuod . 

Reading tho J'rosidont ' s lottur in oontoxt with Ur . Doln.'1> ' s r o??rt e>nd 
nh o in oo:>:x~cti m with L!r , ))olnno •s fr!l.nl< atntom~~nt t ? t llo .Cor.ll!littoo thnt 
It oh,uld "oithor spood up to~po or disb~nd" , thoro a~n soom t o bo . n~ other 
iot or ?r ot.lti on but th-.t tho J'rosidont wiehos t o h!lvO tho wor k of tno Contrnl 
Housi~ ~~ittoo intonsifiod, not curtnilod, nnd thnt porticipnti~n b~ ox­
tondud t? both public o.!ld ~rivnto :>gonoioa <'r or&~:>i&:>tiom , nnd M t r o­

str iotod t o n limited group . 
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J . OpoD JfNT MoOpt-'UJOO ")f tho Chair~tdp, a ~ and l..•&a~ 
C~'ttM n• ~ppoll\W4 witb av-.olt ~· CM.l.JoiXU!l, tuu! 1o1p of ro~ 
MniAilwo• o t thoto Gionclo • ~at dtroctl.y aM ut1ftl7 lntoro•tod 1D 
tho hou.tnc probloa. Cmpl)'in& with yeur roquo1t. ot J\1.17 Uth, t.•wrt the 
CMir&."'.n or oa.oh 1\l'bo<*llittoO tutd tocb.nlod uoup •ubrN.t to tho w~, .u.s 
lfoo.t.e CWIIIittoo 1\IU"Oat.iont ::md rooQI:I:!!Dndlltlon~ 0.1 to 'lllho.t tl'loJ boliO'r'Od 
t o bo tho r~ort protito.blo U:¥tl ot o.othity to bo \lndor"to.kon by tho P'~P 
d\# tnr; tho centre yoor tho vo.rtous g roups, '1111. tn ono Dl' two oxooptlo:u, 
t\A'I'O 1\lbm\ttocl o!U'ot\ally pr-opo.rod noer.n:mcSo.thn.a tor a. or ,sraa ot 4ot\o:~ , 

Tho 'ft'QYI c.nd Uoo.n• C~ttoo Ma hold aovon ft'lotlns• a.t whlol\ tbD 
ChAlrmon of thOIO IOVOl"Al fUbo~ttoos and t4ohnlOAl &fOUpl hnvo boon 
onllod. botoro thorn, t hOlr ro~tG !\J\d •uuoa t lon• ho.vG boon rovlowo4 o.nd 
tully dtaouuod , Mel tho Ch.CI.i.n:'On ot' tho aovor a.l ocmmltt.Jot he.•o Olj)r'Ouocl 

cro~t onthualnaa o.nd lntoroat iD tho work. 

Thoao dho~alona b)' tho W~• And lo:o:t.nl Conalttoo of tho po.tt work 
or tho Ct,Jm.nl Uoua1n' Cc:anlttoo c....S oonddorati-m .,, p:ro.,oaa.h u'ollltte4 
tor hton.St1•cl ud oxtondocl o.ctiv1tloa durin& t~ oOIIIln& ygor ho,,.. dnol· 
opocl two dhor,Oflt po1ata ot •low o.no~ tho Q,£0Aolot ro;rosontod as to 
what tht poUoy Q.Dd tunotiJXt ot tbo C~ntral Rouda& CcaDlttoo tMuld 'be. 

Jt 1001M 4odra.blo, thol'Ot't:N, at thh tmo to rotl)r thoo• polah ot 
CU't'Or'CODOO U tht C.O.tr&l Cc:cUttbe itMl t tb.r t\all dho\Litlon M4 ,.,.. 
ldulon ot itt r.oc:.:o~ad.~tlo:u t o the Protldont tor apprO'Ial . 

4. (•) Potm;.a ot AU~nt: It b ,ooorlllly ovood t~t tNo 
C.:=trol Houl1q tCifliittoOond tu Y{U"l~UI goupt lhould oonthue t.o tl.=c­
tlon •• $ tor~ wl'Jo;ro P" l.Dolpoh or or,a.nho.tlon• dlrootly nr lad.lr•otl)' 
lntoro:tWd in tho problon ef h'lu.ain6 oM l'»>t wlth 1000 t\Jcul.o.rlty to 
dlrou .. o«w~C~~ pro'blont wboro'by one~ r:t:iY bono tit by tho upotlonoo ot 
,thor1 1 1\.lto to tponaor Md ~?lo:J:~nt tho aottvltlot o r tubooualttoo• d 
reroronoo uoupt or toohnlolo.na rr-am tho Ytu"loua Asonoiot, oMh •r~~~•clln 
tho 1Wd;y ot 1ar10 po.rttoulnr pbuo ot tho h'utln.c problon1 o.lto to roc•l,. 
tho10 roportt, dltouu tho~. Md whoro o.ppr-owd mo.lco thOr!. c.nll4blo to 

motmor C!t'SMhntiQ:LO . 

lt 11 avood tho.t U h 0. proper 1\m.otlon of tho IUboaanitteU, 
thr")U&h thoir rotoronoo ,;roup• or othorwi•e to lend tholr oQltootho oJio' 
QOrtonoo a.nd ob11lt1ot in dir ... ctlnt tho wrk or oato.b lhhod r•teotob or'ul· 
Ut.Uont tuoh u tho lbtlonGl Bt.roau ot Stand.arda, r.,rett Produotl IA'bOI"~~ 
ftt')J'iOI Md oth.or t~lo.r od•tii.'l& or&o..nlutlont 1o ON'r'Jln& ,.a ox_pori* 
wcrk -.nd lttYotti,lltl"'n into tho ::.pproprln.to ""' and oharaoterhtioa ot 
•~lou• •Wrl&lt applloablo to la- oo.at hou•L"ll• The dtnlop~~Gnt of" 
bado ~lu:rb1DC oo4o ,arttoulArl.y o.')pUe&blo t o h~Walne tall• lc t.hU ~t.o­
COI'J• 
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the rtol4 ot orlclMl rotoo.roh, cmd tMt 1t ahould bo tht p:»ral poltoy 
th~t co lclbnlatlOD oolloctholy &n-olo-pod lhotdd bo at.do aftth~lt b7 
tho control Btnatla.c Ccaaltt.oo tin" tho boaon.t ~r tbo WUd.lac puo. 

6 . Cca~o.tivo S\a'a!V'iir. thoro h Cl..,pa!:'dod rcr oa•y rotbA"'IO a 
t\Cfttol'Y ? f;roson£ OJi4 dbtoly e~toJQbtod ocUrltlo• or tl'o 

1ubo:n:t.1.Uoo• oneS toohntoc.l ,roup. • .. voptod tnto ~ ool~CM. Thil 
s\&D!'Al")' lhtt tho o.oth1t1oa 1UW t.i.DS uulod on by tho IO'Yord ,,.oup1 , 
t.':l&Othor wtth tUoh ox pc:wdot\1 aa Mw boo~ r ocCI:!!IItftdod 1n tl'lolr rop•r ts , 

A. Aotlvt tlot cot qucutlrmod or 6ono.rally ll.fiFO"'d 
8 , AoHvttlot quoatloDOcl tr n'bjoot t o o.uth"Jrhotlon 

It 11 rooOII"fttndod thn.t a.othttlos l btod undor Col\IIM A bo ro•1owo4 
a.t 11 rsttor kooplna tho 1:10mbor1hlp ot tho Contr o.l Houdnc Ccnllttoo lntol'~»d 
on oothltlOI r.ooth\5 ,oaerAl o.i'proral1 o.nd tMt o.otl'f1Uo• lhtod ln Col\IM 
B bo tu.lly dlloUuocl Md 1"1. dooidon orrivod nt 111 to tboir proprl•ty, 

\'lho:t t.:ho t'ull provu bn• 'boea d0to1"ll1Md tho quoatloD ot IU'IY t.Adl· 

t.te.M.l ndJ:Ihtatrotlvo ,.- tocreta.rhl a.uitt4:AD that asr be ,. .. 1,liro4 to 

S.Z,;>ltiii!IOCt tho pt'OIJ'!'Ia OIUl bo tab~ U?• 

/•I 5. IIAX oo:mm, CJ>ol,.... 
• .,.. o.-td t$oo;l.IU C--.1 t"" 
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Y t o winutoe of Jnn, 12, 1939 : C!K: 4010: 9 

Oj;ru~=.ont of koeolut1~tl8 C-l end c- 2) 

1939 Progrnr..s Rocoti'""Ondod by Umbor e (165) 
of 23 CHC Sub- COClnittooa, Roforonoo Gr oupo nnd Soctioru~ 

e>nd Roviowod by 1/o.ye 1.\nd L~onne Co:;>t:ittoo 

LI!lT "A" 
,cTTVITI E~ :lOT QUESTIONED 
OR GE}O!l.t,LLY I• 'r'RWED 

LIST "B" 
ACTIV ITIES <UESTIOl!J::D 011 
SUBJECT TO AlJTHORIZATION 

APPRAISAL 0. l!O'ITGACE AliALYSIS 

Co~tinu1Jli 
~?.r~b:t d""'tr. no:s\Jt.tb l ngo ::u1d 
t!is:JJS 1 n: f ..Jr un soss ions 

U.:ID USE & SITE PU.lllllliG 
Poorc~'>hod oubc:--cittoo- - Fl:i!.- r1lLilB- C ollo.b~nti >n with !I?.C on ..eye 
·;?S- ::!!C- P.;A- USiil.: discussi?n o f J.nnd Gnd mM< of 03t :>bli ohinr lnnd 
ua.J c "itrol :>r ..,.:;r m s : study >t uso ?rog.rcns 
bllt~t...d-r.roo. :·oh~bilit'ltion 

LAIV :0: LEGISU,TION 
:Jnti.1uinu 
Lut;nl - Di .. oa b !' r o:>nrnti->n of l!odol 
--llaohnnioo• Lions Aot 
--Lnnd Tit1o nucistr~ti on Aot 
--Tnx Collocti on Act 

1101'1 i'CA-I'lL\- l'$1, gr oup to su::r}\rito 
~•tc :1nd clr q't et '\tot,ont f or pro­
so!lt:>t! ):1 t C :c 

Rovis1on of llnifer "' J~or tge>go .. ot 

RURJ,L HOUSI NG 
CHC t o dotor minc uso of r oport 

QP:;!'.;,TI ON & L'ANAG!'l!EIIT 
~nintonn:>co ond O>or >tl~n Soctien 

~ooti nul:lfi 
orr~rt t ? :w"'rt ro"JOtiti• ... n o f orrors 
:l!tt! t a.,turr.ino r>~ss ibilitios r.r 
ir:,Jr o-1\l!"',J:':t 'l in des iGn nnd c o:tstruc­
~ t.n..,"'.!;0'::10~1t '·'Dr\.Ul ' r tio- in 
with )t~vr noo tingo t o ovo.luato ox­
por io:>c) nnd stnnrtardito pr ocoduros 

Authoriz~ti>n f or gonor nl dis­
tr ibuti >n t o o,tor"~~~~ ~&onciu s , 
public ".!ld ~ri.,.,_to , J f tl\ct­
finding quostion~o.iros (3 trinl 
returns in) ~od sogrognti ~n of 
r oturna f or n~~lysis by groupo 
ooncor nod ( Soo D&C gr ou?o ) 

Accounting Soction · 
Olaouos1>ns o f hotwint; accountini[tO ---"l!oc?nc111nti?n ' f <~nj>r d!ver&cn-
ost1bl loh oorrm•m bnsos for dotor n i - oios nnd dot'\ilod r - ol:>ss i!'l -
~·\ti on >f o,tor :.ting c ->sts cation '>f o.oo~unts , ineludlng 

Qnn1ysis of c ·; r r os?mdillb pri­
vo.to opor "'.ti.>ns f "lr w1~1ch ro­
t urna hnv o boon offurod 

RESE.'J!C:~ l ST .. TISTICS 
~or.ti:luing 

JiooJssl n luncheons: Indox- Digoot : 
st .n.lvd h ,uai~ librnry c lo.soifi ­
c .€1 ~rts: tr "\nl ti•:n c l onro.ncos 

Dovolopcunt, 1~0 HolUSi"G Conouo 
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Con.tzoal l!•.tnin§ CQm.U.toe ' A?eondlx. T to Jlinvto• or Jut . lZ , 1939 I CliC ICl!'.:e 
"-'-.. 

LilT ••• 
ACtl'fltiBS 101 ,IE'TI0:<£0 
Cll QI::I':IJ.U.Y .~.~CWF.D 

·" -• ot ..... . ,. 

"t b!lt~C 1;'1001 Mc"l.t~v:l 
~\.:1.1 o.u o.bl)' ~4 a::.olyelt t ir ..... 
ete.l btSoo. .. ; ~ ~hw=nco c..,rt 
4l.tG: o o JOt'".tl n 1r\ ttl Tochnleo.l 
Roeo:v-oh Cr ouj) 

~d. ace~ 
C~tln\11~ 
1§38 'bO,SOi:l!ft.t.l ""n i!oalpt ~:-.4 con.. 
ttt'uotl }n_, •·-ot l"lo'\U n1 :~.!U!. 

tor:~~ln l og, ·1b.nth1£ '\nd l"'cintct­
unnoo ; nnd O'\IO atudtoe (q .• . ) 

Caso Studio• 
Or151nlll uli&~nt oonpl otod 
(<l om;"'\rnE\vo et\UI!oa by CooM!rlo;t.l 
Md LMdtOl.lt,"' Gr !U[>t f'l)f' ait.o olnn­
nln& oc n.""'·JI I roplt't. l'ilod J~"l. 
2$, 1038. ) 
lnetructlon• ar.titod 

Ct\.H,:u'l\tivo 1tud;y ?t cutrQn.\ c:. 
1t.ru.otlon noth'l<lt t:? dotorr.U. 
WO.tt,'\&0 1\fld t l) C'OY.310' f1to;rtf.s: 
UOOU"'r'.lOI 

l"? .. lblUUot ·>r Nt'.ru l:o•p:, 
dopoo.4ont. 'n 0111 qwat\o;:a.t. .. 
ot.~r• at rocvlar l.cw-nh ::r 
chll'a.tl ~ 1\nd coat 4~tll 

Extone h.n o t rtG1Ml at~ht !.I 
roo'J-ct~l'\docl 1 nnd a uth'lrllt;!ll!Cl r.:: 
roquoetocl r ..wtow by j?tet 
or ln.r,o-totllo houdft;l ~c.ot!cl, 
.IAHO, .~u, and J.:l. Soc . ?( l:t-t. 
Vont ~tnoon 

Con$tl'UCt10:1 C....-tl "ttl:! 
Jro.tdow.c ~:-A a.nai.Jth ;.t trtU» ProfiN"o.tl"" ?r r" turo~• (~ J.s:•!tl 
O')eta '--" oet :.blhh au~ Md ooe.tnratln 0 ~,-; tMtr• ro •• 
alnl.cr.n c,.t.J aU ro.ttoe t~.~r ~) ~.~n.lt o 'IU 4 ( .tt ora.,H•• cc) t'S 
ftt' l:.UI tJi'O• or o"~~truot:lo:.'l; Md nod\ ·)4!• .,, o~tr..Pd d 
b) Clltorn.1.tho t:.'\Wrlahs o) 1.t10 ttl doetp.ltiC• ottl%-dt.C 
lcb~ '-'24 :otorhla ; a.."'! 4) ooet olAtlQI 
l"t'lt lo• bet110on •truct\l"o ooet. 
o.nd cotte or vttl1t1ot, oto. 
o) roet n-'11 'Vlcl uaeon.:ll vuin­
ti Oll 

:;) 
cr-tro.l e .. ullit!fi Cornlttoo l l?pOnd t.x y t o El..l.mrtot ot Jan. 12, l13i I CHC 4010111 

LISt ••• 
Ja!VIfi!:S i117 QWSTIO:IEI) 
CR GESRAW AI PR.an.:o 

- with l . otS . 
a.tl at!Ul , .... 
i?(i c.-dO 

:t. ? o')Cto l OI'::u bulo piu."!!b-

Olouo.ry 
(HO!.I:Ii:lf) Tur nlnol <IQ' t--r tfll)ol t1ofl­
ti nw Md los~l doour~J,\t• J lot oditio:t 
i n 0 t rou.bt1 'WI I r ovhlon n~th"lll' h od by 
cue ibb. o, 10:58) 

• 

usr ••• 
A.CflVtfJU t.tt"131'1011£D la 
Sua.riCT 10 A.U. "CCtiZ..fiOJ 

Ccbploti-m or CHC et.utcrront t c 
rooonctlo ol)utrovonl!l.l t:Or l"'l 
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;Oiltrr l jl;usin& Cc-D!llttee ; A.:llendb Z t c. li1nutea u! JIUI , 12. 1!139 ; CBC 4010;12 

ijxCer >t fr•u l!inutes of 24th lloe ting - Feb. 11, 1937: In a.lvance of tho aub­
o1aa1on f or tllis SUb-Cor.tnlttoo , Frc c e.;.uro nn~ AO:Itn1atrut1c.n , Ur , Vinton 
aske<! ;>"l'DisGion t o ;>rdaen t n atr.teoont in which he r t<iaod ob jections t o 
nn:t auc!1 activity e n tho par t of the Ccntrnl Cor:nittee or of its sub­
Co::t •it\.oco . i':it!l t !li a stt>teuont he ;;res ur.tel! n r ea~luti~.on covarinc fivo 

oint a of CliC policy , on which he nskcd t or nctivn. Tho ootion wc.a aocu11'ed 
by 1.:1' . C<>1e.:.n . -

;:xcorM frGo llinutes of 25th lleutin.~ . lo:D.rc!1 2 , 19:57: Ur. Vinton r osubuittoci 
t::o :>ollcy st.,teo.mt oft or ed nt t ile previous oeoting. The Chnircnn st.c.tod 
t:lll~ ~o Wl\8 not o:;>;>osod t o tho r usolution in cenoru.l . Discussion focussed 
cnlnly on ;;ossible r enct lona t o t>hr useolo.::;y . On quust1on rc.ise~ na t o 
effect on t:.c in i tint i v o of SUb- Coami t tees of pro:.ibitivna , 1t was a tntod 
thnt tho r vsvlut i on wns for thu {CUi~ce of t ho Cuntral CotuJi t t &o o.nd not 
f or t;unurn1 c i r cul l'.ti on , , , . l.lr . ~ssoll s t ntocl tl.n t t ho prol•ibit ior. on r o­
oo:u-ch in cl:>uso ( o) wou U. atop tho wor k of l;ia SUb-Co•UJittee. Tho aecr o­
tar;{ C.".llod c.ttention nlao to the j<.1nt r c•ourch work of other SUb-Cotlllittiloa. 
;.!tur further .:~acussion r.n.: r.t llr. Colunn°a &Ut;( oat ion , t::o ;>r ol:ibitic n 
on j o .nt r "so<rcl. >u.s ol1n1ru>.tet. fr -..::.> t!1u l •·at aocUon nn<! t!le plu'aso •or 
,.~.:; nconcy ccncnrnc41 r~' !ud. ~. Vinton nssurud !.ir . Russell that t:1o r o•olu­
tl on voule. not proclu~o rec::oLt.KU.~l!tl"ns tCt uuobcr ne,-nocit:s c.s t.o :>r ococ!.uro. 

On uotion of Ur. Coloan, aocon~e! by Ur. Vinton , the st~te<1ont wna 
thon ~o,te~ in t~o f o l <owinc fore: 

"T!oc ~11!1lbers of tho Contrul Ucu a i n.,; Co:;:r.oittoe wia:l to r ecor d thoir 
bollo f t:::·.t the <:or k of tho Cor.11.1itte~ un.:er t!•o nb1o ani.! patien t lcni.ler­
a:.!· of Ur . ?ro<'.cric Dolr.no, l:. .s been of t !1o crootuat vn1u e in ostabliah­
ln · cut.u ...... l unterst.nni1nt; M.l coopvrntic.n but.\.oon t.h\l v:-..rim;.s housins 
~t!nCH ~ c,f tLe Fedornl Govornuont . 

1 T!to cocbers further • lab to emress thuir bolla! that 1t Is c!eair nbl e 
t ~ co.atinuu the work of t!:o COCillttce', ~ur Ur. Do1ar.o 0 s c~ircnns!!ip , in 
t!lu fu.'lctior. ori,;innlly t'.Ui(1lec! 1t by t!le Fro81Jont, M.llely t ba.t of ' cv­
or..!1n~t.1on of housing a.c t i v1tius 1 • 

"'l'!:o no<lbors f ur t:1or ox">r oas t ::cir bella! t hnt the CotllJittco will 
bus t t'l.llfill t!ti s functi~l\ Wider tho f ollowing Culoo:!it iur.a: 

"(n) That t !1e Cocuittuo liuit itself i n ~,;or.orn1 to ::utual consu1-
tat.1oll nne. c'.iscussl.on a:1..: t o tho oxc~...a-~o of 1ntorunt1on and. experionco: 
(b) t~t it r estri ct its contncta with t te public t o auc~ oattero ns t he 
~htr1but1cn of biblioc:rn.•hiea nnci 1dLcl. dit;oota w:uc~ it :>as prepnrod f or 
Ita ~we uao ; (c) t hat it r•fur r uquests f or 1nforcntio~ or edv ice t o tho 
nccr.cy or c.t:encies ;>r i'-'Rl"il¥ cuncnrnod; ( c!) t:lllt H n voi .'. an,y joint 
ntt~~ts t o :.ublic stAt~ents , propa~~en . or t~u forculntivn of p~licieo 
on c1Mtura w~ic!l nrc t ho pr it'llli'Y concern oi t ho CGnc:rosa, the ~iof ;:xocu­
t ive . or n."'\y n.;cncy concornod.. 11 

49338 B 
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DATEs July 
AfTO!IIl.\.'ICE: 

• (Absent) 

CHC 3033sl 

CENTRAL HOUSING CCIII!lTTEB 

Kinut:ea or 29th Meeting 

20, 1938 lsOO to 2sl5 P,l!, Cosmos Cl ub 

frederiC> A, Dolan<> Chein:>en : Rear Aclot1r&l c. J , Peoples 

Retir lllf! tnoomi~~g 

• IIAIHEL C. ROPER 
- Lowell J , Cbawner 
Stewart ~cDonald 

- Gerard Lambert (Guest) 
John H. Fahey 

Eugene Leggett 
• WILLIAM C. COSTELLO 

•NATHAN STRAUS 

Fl!A 

FllLllB 
!'SA 
l/BC 
R FC!JC o 
Proo 
USI!A 

• LDWI J , BRIGGS 
-A, S, loloAllister 
111les Colean 

Ormond E, Loomis 
John 0 . 1\'al!cer 
S . H, Dylc.!tra 
Goo, B. lT1111ams 
!1, Jo:ax Dunninl; 
Warren J, Vinton 

Horace W. Peaslee, Secretary 

llinutos: llinutoa of the 28th caoting, hold Fabruary 8, 1938 ""re approved, 

Resignation s l!r, Del,ano read a statement, (Appendix A) in whiob ho advisod 

of having l'ilod with the President his resig nation as Chairman t01ethor with 

• report on tho work of tho Comittee , He a ppraised aooomp11slunents and 

pointed out sao>e of tho opportunitios rcr oonatruotivo devo l o!)l:lont under tho 

&uidance or the now Chairman, wham he <>hnractorizod as dooply intorostod: 

~oe from bias and stimulating in his loadorahip , l!r , Delano then relinquished 

tho Chair to Admira l Peoples , 

Induotion: A~iral Pooploo , in taking tho Chair, paid his rospoots to the 

retirin& Chairoan for his contribution in ~<>int11lf! tho way to coordination 

by cooperations and callod upon tho Sooret ar1 to road into tho rocord the 

Presidont•s lettor of July 5 toUr, Dolano aocapting his r esignation, aoialowl­

odging tho sorvioo ho tlo.d rondarod to tho hous11lf! mavo..,nt , and appoint1~~g hi• 

Sllceossor , (Appendix B) , 

Remarks : The Chairman thou offarod mombGrs tho tloor, as proviously roq..,stod, 

for opportunity to ox pro as direct to !.lr , Dolo.no nppreoiation of his leadership, 

!U". ?ahoy spoke with groat rovet or L.r. Delano•. rotiroDint. Ho ·~ 

prossoa ngroomont with tho rotiring Chairman's obsorvat1ons ns to the o9por­

tllttitios nhoad but roo<>rded his own fooling th3t n notable aooamplishmont had 

boon mado, duo mninly to tho pntionce and tnot or tho sooderator in etimubtin& 

ooll~borntivo offorta without exoroiso of nuthority, Ho recorded his npprooia• 

t1on ot tho usoointion and his hopo tcr Ur . DoliUio' s o<>ntinW>tion at lo:>st ae 

unorrioinl obsorvor . 
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)lr . UcDonald protested thnt this must not bo rogcu-dod as a "go1n4;- o.way 
;nrty" o that I& . Delano had !X'rformod "wondortul sorvice ovon in "koop1ng 
tho housoro out of .. neb othor' s ha1r" : th<>t ho l111d shown romnrkoblo forboar<Lnao 
when trivilll difforoncos tended to disru?t disousaions : and thnt hie 0 ontinuod 
prosonco at mootings in an advisor y o<>paoity with his vnlunbl o thought on houe­
llljl c.nd oivio m~>tters would m!ltorio.lly SU9!>lomnt tho effor t s of tho now Chair-..,n. 

Mr . Vinton oxproasod t.lr. Str aus ' r ogrots t hat !lbsonco from Washington 
:>ndo it !mpoasiblo for him to nttond. For tho USHA, ho r e cordod oppr ooiotion 
of l&r . Dolono• s contr ibuti on in br inging about batter intor-ogonoy ~olntion­
shipo , ndding thot nnyono attempting to writo tho history of hous i ng i n tho 
Unitod Statos muot oocr odit him with a lorgo shnro of responsi bility rnr 
chon&Od a ttitudos among protagonists of publio !lnd privato housing . 1~ . Vinton 
rotorrod to Hr . Dolnno's loadorship in thought, montioning especially his Land 
Policy Uomoronduo which ho chnr<Lctericod ns o olossio. 

Prosidont • s )!ossc.go : The Cbnir=n than rond !l oo=unicntion fr<D tho President 
c!oted July 5 (Appendix c) expressing full ~>ocord with tho First Chnir=' • 
recaomondo.tions ond call ing upon his eucoossor to nm9lify and intensify tho 
cctivitios of tho Committee , - developing full cooperation, nctivo !>!lttioipn­
t ion, c.nd e xtension of contacts ond continuing the contr ibution systom, Tho 
Chairm~n onl~>tgod upon tho President ' s mosso.go (Appendix D) cho.rnctoriting tho 
CHC oxpor i r.ont IU n uniquo undortnking in our form of goverrurDnt . Ho nddod 
tht thoro wo.s avo.ilabl o o. great pool of tochnicnl nbility o.nd exper i onoo of 
which ndvnntngo should bo t akon : tbnt no ono agency hnd the f ull onowor to 
houain(l problems nnd that coordination tiU· ough ooopor~>t ion i s ossonti!ll , 

l'o dovolop tho run possi bilitios of tho Committee , tha Chair man prO!>OSOQ 
to ost!lblish n W~ys nnd !.!enns Committoo ·md callod for tho dos i gno.tion of 
r opr oaent!ltion from FIILBB, FHA , RFC and USI!A with t.tr . Dunning of Procuromont 
sor.in& as Chair man: this Committoo to r ocoivo reoocmondo.tions nnd to formulate 
clo!lt ly do finod policy, Fogr<m ond pr oaocluro to be submitted to tho Proeidont 
tor speci fie a9;>r o7!\l and authorization. 

Tho Chnirmnn st~tod tb>t acch Q&Onov ~ust rogord it cs an obligation to 
bo roprosontod at ell mootin;;s by 00100 o to quo.li fiud to spe.UC with authority; 
thnt monbors of tho Coc.cittoo should ns s~ go~rcl responsibility for policy 
<>nd cliroction of activities but should bu ruliovod by oxocutivos capnblo of 
assuring continuity of directed, positiv~ cooperation• that r oaoarch c.nd dia­
somin!ltion of informntion, for :md on bohnlf of tho Contrnl C<mllittoo , ehould 
bo hllndlod by ac;oncios hnving tho boat i'>cUitios for such wor k, - ovon non­
fodorc.l or privntv agencies ; thnt sub- CO';lll\it toos and roforonco gr oups should 
bo continued end sti mulatod . In conclusion, t ho ChoirmQQ pointed out that selfish or c onflict ing intorosta 
nnd linoa of dom!lr co.tion between publ ic und pr i vate ogoncies must givo wc.y to 
bronc! objoctivos in deve l oping , organizing ~>nd dissemina ting o vast o.mount of 
d!lto. grontly noedod for tho adve.ncocont ol' housing cons truction: thnt for tho 
pathfinder s in this work thor o will bo am~lo credit which wil l bo givon Whoro 
duo . Ho closod with on e ornost requost t hnt tho retiring Chairmen continue his 
nuocio.tion with the Centr al COI:llllittoo oithor as a r eprosont!ltive of tlationlll 
~. l •..••.••••.•••••• 
n sourcoe or ns nn individuo • ••• • • •• •• • •••••••••• • ••••••• • •• t 1 tho 
•••• •• ••to which )!r . Dolnno ropl ied that ~J hlld ll oontinuing intoros n 
worlc of tho Coo:nitteo and would be vory bL.'ld to continued ex officio or 
o=oritua , as n non- voting macbor . 
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Gonoral Oisauuion: In tho cUooussion which foll"""d tho ChAircan'a rotltll'a , 

quast1an wna ro.ioed o.bout o.dditionnl r<>prt~aonto.tion on tho Contr nl COI!IIIIittuo . 

A.nong ngonci~• montionod na poasibilitio• w~ro Agrioulturo , Lober , NC>tionAl 

Rosourcos Committoo , Wor ks Progr oso Adm1niatrnt1on, Jlbdor C>l Rosorvo o.nd 

Tonnossoo Vnlluy Authority , llr. Dol nno oo .. oontod tho.t po.rticiplltion by C>gon~ 

oias having only inoidontC>l iiltorost l oC>da to loss or intoruot in o.ttonding 

z:ootings which disrupts undorto.ldngs : tbClt for mootinga ot apooi:.l ooJ>Oorn, 

in'fit:ltions oould bo oxtondod. Tho Chair= roforrod tho wbolo quoation to 

tho 'IIC>ys and Vanna Cornml.tt~o tor rooCitll10ndo.t1 on . 
Kr . Dunnin~ ns CbClirmo.n or tho.t Committoo i nvited oonstr uctivo suggos­

tiona for o~nai oro.tion o.nd r oquostod dosignntions for tho Committoo nt tho 

o~>rliost poaaiblo momont .• Nr , Fo.hoy suggootod thnt oo.oh Sub-Committee 

tornulnto i t s own suggestions llS soon "' poaeiblo =d tbClt aopioa of Ur , 

tolnno 's oboorvat i ons :.nd o f Admirnl Poo9l a a• monornndum bo llllldo t>vo.ilt>blo: 

t o which t ho Cho.i ro:m o.grood, 

Socrot~ry • s Report: No t>otion wo.s tt>kon on tho Summery Rapor t of tho Socroto.ry 

oiroulo.tod for ~;otwrnl informo.tion in !ldvnnoo of tho mooting , (A?pondix E) • 

A~our:mont: Tho mooting ... , o.dj ournod with t ho gonor11l undorstllnding that tho 

C L'tl£"1 would r oo.asomblo tho Contrnl Ca::dttoo whon ita Ylo.ys t>nd l!onna Co;;,. 

~:~ittoo w:.s r oo.dy t o roport , 

APPR(71Zll, _ ________ _ 

---------------------CMi~ 

Hor o.oo W. Ponsloo 
Sooroto.ry 

tl ""lod ror wa,ys a%111 Ile ana cCIIIIIllitteo 
• Daai5nations subaoquon Y •• __ 

Federal Home Loo.n Bank Board 
Fodor"l Housing Adminiatr o.tlal 
RFC Nortgnge Compo.ny 

. U. s. Housing Authority 
Proo>romont 

John H. ?ahoy 
Brnoet u. n ebOr 

Goor~o B. tti lliame 
wo.rron J . Vinton 

N. )fax Dunning , , ChairJDIU\ 
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OB~ERVATIO!IS Oll THE 'IIORK OF THE CSliTRAL !lOUSING CWUITTEB 
By tho Ret i ring Chlrlrmrut Prodoric A. Dol=o 

Ao I hnvo i ndicated on sovornl ooco.ni ons , it h"s boeomo b oth 
noovasur y ""d do•irc.blo for mo t o diooontinuo my p<>rtieipation in 
housin& mnttura . For so:no tilno 1 hnvo fo l t thnt tho Convnittao 
should oithor spood up i t. tompo or diab~nd , no it w:>s r oquiring 
nn offort dispr opor tionate to tho rosulto nehiovod, For tho 
opooding- up pr ocoss , I could oC'ntributo neither tho t imo nor tho 
o.torCY: whilo for tho nltorn<>tivo or disbnnding, it seomod to rno 
th~t such " decision could rost only with tho Prosidont who Quthar­
i&od our uxporl.ro:tt. In:>.sr.~uoh "' my 0\l':l do•isno.ticn ::.s Chnironn 
•""'" fro:n hi.J'l, it 'l'l:lS inc=bont upon :oo to !'l<>co "'Y rosign:>tion in 
his hn'>d• : : Qt\d in doing •o, I ronli&~d th·.t :.o rupert h:ld boon 
filod "" to whnt tho Cot:mittoo h11d :>ceocplishod . Aceordin6ly , I 
tr!lnsl:'itt)d tho gonor:ol s=nry roport , ,.,.ieh you will roooivo to­
do.y, togoth&r with 011 obsor vntio:ts :~nd eo"lelusions , so tho.t tho 
Pros idont rdg"t ho.vo dott" on which to b:tao his doeisiOJ\ "" to tho 
oontinun.ncc or tho Corr:nittoo • 

Tho Socr oto.ry' s ro yor t gi von n !)ioturo of nccouplisturA:~nts • . My 
own roport h~d to do moro vrit h o~portunitioa for further <>ccomplioh-

monts . 

ln go:tor "l tor!>S , I inl"o••r.~od t •• o Proaidont that wo hc.vo 
functionod l'\(11nly :.s n eo:.,..ittoo of roviow, \vith i nitiativo , within 
oortt>i:t 11r.t1to.tions, rostin~; wit'' sub orlliunto apocinlizod gr oupo . 
'•Yhilo 1 ht>vo hnd gr oat s:.tiSf'\ot!.on in briut;ing to.;ot!tor in wor king 
W\ita thu tochuicn.l non of cOT!MU.t i·\toru:ta t"rCI!l v:u- i ous o.~oncicu, 
tho lL~itntions ioposed, .collootivoly ur individu:l ly, novo un­
quoatio:l:lb l y .,?difiod nccOI'Iplis.,.,.'\t in aovor!ll dircct i cns • . Spol>k-
1ng I'IOru n-M.dy o.nd spocificnlly wi~h you, I hopo '"' :>r a :>.grood 
th~t tb~ Luw ~'\d Appr:>is"l groups h~vo Dddo contributions to this 
wor '< whioh i s not only usoful but woll buycnd r o:>oono.bl o cx!'Ccto.­
tions , And ng:>in I hnd not O..'\ticip,tod thnt our log:tl ndvisar s 
would h'\VO nny such nooting o r minda on aodo l logiolntion: nor th>t 
tho npprnioor o vr•oul d s o quickly produo~ suc>t a MSS of bnsic d(1tc. , 
Tho Doaign c.nd Construction group' a no>tiov~Monts oro a l•o moot 
worthy of noto , a l though porhnps di.,.,:od by possibilitio• yot to bo 
r onlizod or answers on mnterinb , nothod s und oosts yot to bo 
found. Porhnpo ltlnnngonont•s t'llult- t'inding quustionnlliro , tno first 
fruits of vrhioh h•>VO just boon r opcrtod, will holp in this direction. 

I ••uat oonfoss t o r obr ot ttllt t!:• oooucriot• Md stntistloinM 
llppo:>.r to h:lvo lo.psod somorntllt !Tom thu ;r~r:1oo , of good bo~i·mi~' 
a.nd w1 thout :Ley r un.l sueooas in ri l'ldino co:'rlcn r .. on~ino.tor~. 
IOOJ>O futile to foster conflicting i:;torprot•.tions of f:>roi.;n ox-
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porionoo inctond of jointly nnnlyzin& nvnilnblo fnets : nnd it h~• 
boon oxpooio.lly unfortunnto to nllow n vnlunblo roporting publicn­
t\on to lnpao . Rolo.tod to both doaign nnd ooonomioa is tho flold 
of lnnd uso cmd sito plnnning, ns yot untouol-old by tho Sub-C=ittoo 
spooinlly constituted for t!10 purpose , Our principal shortcoming, 
howovor, hu boon in J'nilino; to find nny nvonuo of ngrnoront on 
policy nnd proooduro , cort~inly ?Timo f~otoro in ooordinntion. I 
notod with rogrot, fOr oxo.t:~plo , thnt , brief no our m:mornnd\ll:l of 
nuthoritution hnd boon, "tho ooordint\tion of houoing o.ctivitios" 
dofinitoly eo.llod for hns not boon r nnli tod , 

Notwithst~nding thoso &nps to which I hnvo roforrod, I ro­
portod thnt tho holding of ovor 350 mootings by apochlizod stt>ff 
groupa ; tho regular issUDneo of nuthorit~tivo digoats of gonort>l 
~~d tochniot>l informt>tion for tho uso of housing stt>ffs; nnd the 
production of lnrgo volumo of wcr~ outside of 0ovornoont working 
hours , indiontod thnt 11 "ror king mthod hnd boo,, found of oot:>blish­
ing coordination on o. bnsis of eoopur~tion rnth~r thnn of ioposi­
tion . Tho fe>ilur~s "" \VOll ns tho Noults obttli nod ccmbino to con­
vi nco r><> tho.t stnrr t:IOI:lb~rs of cotilliOn trnining or nssigrutonts c<>n 
produeo worth whilo rooults if givun o.ssur(\MO th~t such results 
nro wo.ntod o.nd tho.t censorship will not bo irnposod . I tun not find­
ing ro.ult . I hnvo r onlizod frcr.> tho atnrt thnt tho problem, ns old 
ns Tirno , wo.s o. vory difficult onu o.nd oould not bo onsily sol ved . 

I h"vo '>oon Mourod by the) Prosidont th~t ho is npprocintivo 
of wh:.t hu boo:> <>ccomplishod :md of the r.~othods ""' mv3 dovol opod. 
lloroovor , thoro is no quostion but tmt he 1s intorootod in lnrgor 
accoot~pli:lu:lonts o..-.d I ""' vor y glnd induod thnt ho m• dosign:.tod 
Adr.liro.l ?ooplos tD dov~loo tho ~~11 poaaibilitios of ~chiovooont . 
I "" np!'f"oointo of the opportunity I havo hnd to 1:10ot vith you 
o.round this hblo 110 oodorator nnd in turni:\11 <r<or the post to 01/ 
successor, I do so with confidence tmt you will find hi.o doe ply 
intorostod, ft"oo ft"o:o bills tmd atirnulntinr; in hi• londorship. 
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THE WHITS HOUSE 

WASHINGTON 

llr . Prodoric A, Delo.no, Clulirmo.n 
Contrnl Hous 1ng Coo::mittoo 
North Interior Building 
Washington, 0 . C. 

lly do:u- li.r . Dolano: 

July s, 1938 

I lulvo your la tter dnted Juno 23, 1938, contnining n 
r oeumo of tho •,york porfcrmod by tho Contrnl Housing Com­
mittee, of which you lulvo served t.\8 Chllirtum for noru-ly 

throo yoDrs . 

It is rogrottod thnt you find it nooonsru-y t o discon­
tinue your work in tho fie ld of houdng whore you bavo 
pointed n now wo.y toward coordination of offort . Your 
lolldorship hns ronchod into ovory 9hnso of tho housing 
movooont , :md hns boon t.\ll inapirlltion to l:lt.\llY tocbnicnl 
groupe . Prom the hoo.ds of vnrioua momber "'Soncios 1 hnve 
hunrd only tho highost tribute to your adrvicoa ns ~odorntor, 
ond oxprouions of grant r ogr ot thnt y ou cnnnot continuo 
with tho Ca:'llllittoo . Your rod<;n"'tion ia nccoptod, with "'I 
th"nlts for vdlnt y ou !rlvo nccocpliahod, only becnuso ot tho 
l:UlliY othor sii:rl.lor tnska you hnvo ao willingly undort"ken. 

Ronr Adoirlll c . J. Pooplos , Director of Procurement, 
hns boon dosignntod ns your r oliof in this Cbt.\irtumsbip, 
and hno boon given supporting 1.\Uthori&ntion in 1.\coordnnco 

with y our rocommondt.\tiona . 

Sincoroly, 

(Signed) f!Y\NKLIN D. ROOSE'/ELT 

• 
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Fra:u Tho President 

T!!E WHITE HOUSE 

WASHINGTON 

July 6, 1938 

To: Ronr i.clnirnl C, J . Pooploa , Dirootor of Procuromnt 
Through tho Socr otCU"y of tho Trouury 

Thoro is forw:>..rdod horowith tho final report of Ill" . 
F\"udoric A, Dolano, rotirin& ChnirmD.n of tho Contrnl Housing 
Canr.~ittoo , This roport covoro in dotnil nn W>usu:>l oxpori· 
onco in ooor dinntion through ooopGrntivo effort, nnd I nm in 
full accord with L!r . Dolnno•s :mnlysio nnd r ocoiM>Ondntions , 
including your own designation ns his ouocossor , 

1 am h oping thnt tho Cammittoo will continuo to intensifY 
ita otforts through onoour11ging work nnd froo ooopsro.tion on 
tho pnrt of tho v:>rious spooinlizod sroupa , and tho :>otivo 
pnrtioipntion of nll prinoipnls concornod in ool lnborntivo ro• 
viow, Likowioo tho extension of !J(U"tioi!"'tion or of oontnoto 
with other ng~noios or org~~izntions , public or privnto, hovin& 
rolnted intorosts nppG:>rs dosirnblo . 

Tho ostnblished procoduro of contributed services by 
CIOtlbor or nffilintod ngo,oios in liou of spGcinl npproprintiona 

should bo continued, 

( Signod) llWIKLIN D. ROOSEVELT 

Regraded Unclassified



, 

284 

C£liTRAL HOUSING CO!Jl.U'rTEE 1 Aj>pendix D to llinutes of J uly 20, 1938 CHC 3033,
8 

c.....,nta by the Incoming Chairman 

Roar Admiral C. J. Peoples 

1. It is probable that tho greatest pool of technical abilit~ and experience 

and the most caottprohensive assembly of hous:! data ever avai able 1a centered 

hero in Washington, Thh shoUld be taken a vantago ot in tho most effective 

:.a.nntJr • 

2. No one Ag,enoy is in a position to doal with the many sided problem of 

housing or to evolve a sound program for tho years ahead. A ..,di,.. suoh as the 

CHC , as a ooordinotiot; agency would seem to be tho only practicable method rer 

tho suocosaful development of a long range housing program; this requiring the 

organhod e>nd unreserved cooperation of each Agency concerned, 

3, A clear dofinition of policy with definite objectives and cethods or pro­

eoduro should be developed and receive tho sanoticn and specific authcrhation 

by tho President . 

~ . A "Way a and Means" Committoo will bo appointed to dovol op this program during 

tha interim botwoon this moetill{; and oarly Soptembor . OSHA, F!IA, HOLC, and RPC 

are each r oquestod to nominate its dosirod r opro•ontativo on thi• temporary Com­

JOittoo of which lir. Dunning of Procurement will bo Chairman , 

5. On tho porn.anent Contral Housing Ccmmitteo oaoh Agonoy ohould assign an 

altornate who can spoak with authority fer th> Principal. It muot be oonsidorod 

nn obligation tha.t tho Agonoy bo r oprosontod o.t Bll meotings , 

6. lo!ombors of the Commi ttoo should only bo callod upon to dovolop polioies and 

procoduros and diroct activitios . Tho Contr al Committoo should bo properly 

ataffod with full timo paid exocutivos, continuously at work, asouring continuity 

ot diroctod oositivo oocporat,ion of th> Agonoios , thuo o.voiding conflict , dupli­

cation and :.Vor-lapping or offert , Results ann thus bo obtained with tho lout 

demand upon tho tl.mo of pr inci 9"1• , altorna.toa or staff z:zombors , 

7, Gonoro.lly spoClldng tho CUC hAS not tho or&<>nization or facilities to conduct 

rosoaroh itself, but ohould guido e>nd diroct rosooroh by Agencies bost oquippod 

to conduct it __ as for oxamolo , tb.l work being dono by Buroau of Standards and 

Forost Products Laboratory ~or tho guid!UlcO of tho Toolmical Roaoaroh Group. 

Tho rosults of such rosonroh should bo disscminnted by tho Agoncios having tho 

boot f"ncilitios fer thh purp""o ns dodgMtod by CJ£ , and tho faoilitios of 

non- Fodor nl Qnd privnto Agoncios should also bo usod whon thoy will boat sorYo 

tbo purposo. 

8, Any solfioh 1ntorost or mombors should bo oubordinctod in ncocmplishing tho 

broad objootivos and conflicts of intorost ohould bo r ooonoilod insofar 45 

POssible , Thor o will bo orodit enough for all . 
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g, Tllo work of tho sub- committoea and roforonoo groups ahould bo continued 
and stimulo.tod O.S bain& Of tho gr Go.toat VO.luo , 

10. A mo.jor problem t o bo worked out is to IIID.ko tho vo.at o.mount or dntn tllot 
h4s boon o.nd will bo devo l opod, usoful to tllo building public; o.l so to bko 
•dvo.ntngo of tho oxporioneo or pr i vate ontorpriao by calling roprosonto.th'os 
of or&o.nitntiona or individual b~Uinoas mon to oonfor with sub- oon:mittooa and 
roforonco groups , 

11, linking tho roaults of tho o.otivitioa of tho CIIC of tho groatost bonofit 
to tho porticipo.tin& Agoncios CUld to pr i vnto ontorpriso would soom to bo o.n 
obligation nnd o. GTO:>.t opportunity , It is of v itnl importnnco that ovory aa­
siat o.nco <Uid onoouro.gomont be givon to privo.to ontorpriso to init1nto tho 
production of housing for tho pooplo who nro nblo to poy :>on . oeona:Uo r ont, 

12, All l!ombora of tho Commit too join with mo , 1 know in dosiring tho con­
t!n~noo on tho CQ1l11\ittoo as lllOmbor or" obaorvor , ot J.lr . froderic A, Dolnno, 
who h.>s lo.id auoh o. good foundation for us to build upon , I o.m hnppy indood 
to hD.vo his nosurnnco that ho wil l aontinuo , ns Uombor omoritus, with tho 
privil~(;O of tho tloor but without assuming nny burdoneano r osponsibilitios . 
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To: 

From: 

January 27 , 1939 

The Secretary 

lass Lonigan 0 &,..,. • 

The total number ot WPA workers on 

January 21 , 1939 is 2,898 , 08~ . 

The decrease during the week from 

January 1~ to January 21 was 28,950 workers. 

However, WPA employment i s hi gher tor the 

third week in January, 1939, than ot any 

previous year. 
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WORKS PROGRESS ADKINISTRATION 

Number or ~orkers Emplo;yed - WeeklJ 

United States 

Week ending 
1931!! 

April 2 
April 9 
April 16 
April 23 
Apr11 30 
lolay 7 
ltay 14 
lolay 21 
llaJ 21!! 
June 4 
June 11 
June 11!! 
June 25 
July 2 
JulJ 9 
July 16 
July 23 
July 30 
August 6 
August 13 
August 20 
August 27 
Ssptsmber 3 
September 10 
September 17 
September 211-

0otober 1 
Ootober g 
October 15 
October 22 
October 29 
November 5 
No't'ember 12 
November 19 
November 2b 
December 3 
Deoember 10 
Deoember 17 
December 211-
Deosaber 31 

1939 
January 7 
Janu.arJ 14 
Janu&rJ 2l. 
Source: Works Progre•s 
!f Con1'1dent1al 

Number or Workers 
(In thousands) 

2,"5 
2, 5011-
2,531 
2,54-4 
2,51!!2 
2, 607 
2, 626 
2, 650 
2,671!! 

2, 693 
2, 712 
2,736 
2, 767 
2,1!!07 
2, 1!!53 
2,1!!99 
2, 931!! 
2, 967 
2, 993 
3, 017 
3,039 
3,067 
3, 01!!6 
3, 102 
3,114 
3,120 

3,129 
3 , 1~7 
3,lo7 
3, 201 
3, 245 
3,263 
3,2~ 
3, 2 
3, 216 
3,185 
3,139 
3,083 
3, 021 
2, 91!!6 

2, 967 
2,927 
2, 1!!91!! !I 

Main1strat1on 

Regraded Unclassified



IORXS PROGRESS ADKINIS'l'RATION 

Number of Workers t.plo:yed _ Wonthl:y 

United Statea 

1936 
Januar:y 
Februar:y 
March 

April 
lola:y 
June 

JulT 
August 
September 

October 
No'fember 
December 

1937 
Januar:y 
Februar:y 
March 
April 
Wa:y 
June 
Jul:y 
August 
September 

October 
November 
December 

1938 
Januar:y 
FebruarT 
Wareh 

April 
)(a)-

Number of Workera 
(In thousands) 

2, 926 
3, 036 
2,872 

2,570 
2, 3'K> 
2, 256 
2, 21!-9 
2, 377 
2,11S2 

2 , ~81 
2, 83 
2,192 

2,138 
2,146 
2,115 
2,070 
1,999 
1 ,821 

1, 569 
l,~~.go 
1, q.51 

l,ll-76 
1,520 
1,629 

1, 901 
2,075 
2,395 
2,~2 
2, 678 
2,767 

June 
Jul:y 2,967 
August 3,067 
September 3,120 
October 3,2q.5 
No'fember 3,216 
December 2, 986 !I 
Source: Works Progress Adll1n1strat1on 
a/ Confidential 
lfonthlT figures are weeklT t1gure11 tor the 

latest week or the aonth. 
The:y 1nolude certified and non-oert1t1ed 

workers. 

:as 
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FllOK: 

DATE: 

NO. : 

P.&RAPRRASI OJ' TILIGRt.K RIOIIVD 

.American l:mbasey, Rio de Janeiro 

January 28, l p . m. , 1939 

40 

Reference my 23, January 21, noon. 

I am informed by the Di rector of Exchange that the 

Bank of Brazil will close exchange for maturities and 

dAily quotas from December 25 to December 31 inclusive , 

during the week of January 30. 

Will you pleaee inform Commerce. 

SCOTTEN 

" ~' ,. . ' .. .. ~ ' 

....... ,. ........ -

291 

\ 
Regraded Unclassified



• 

Prepared by Lawrenc~ H. Sel t zer • 

( 

.. 
• . . 

' 

Regraded Unclassified



lO 

' ROM 

subJect : 

TREASURY DEPA RTMENT 

INTER OFFICE COMMUNICATION 

DATI! January JO, 19J9 

secret~aY • rgentheu 

Wr. Haa • 

Recent xperience ot t he Government Bond Market 

Despite the violent declines i n the eneculati ve markets 
thro·J::;:\:mt the world during the past week,- United States 
Treasury bonds gave up only a relatively s~ll part of the 
ge1na that they had made a1 nce the Septe~ber war crisis. 

The bonds included in the average of long-term Treasury 
issues (all those not due or callable tor twelve or more 
years) had risen approximately 2-3/~ pointe between 
september 27 , 1938 and January 21 , 1939. During the past 
week, they gave u~ on the average about half a poi nt net, 
and only about 5/8 of a point at the very bot tom.* 

The Treasury note market likewi se proved relatively 
resistent; the losses for the weak ranging downward from 11/32 
of a point on t he lor~est notes. 

I n contrast the Dow-Jones average of industri al stock 
prices which had been i n an irregular down trend since 
November 12, had, by the close of the past week, loBt about 
75 percent of its maximum gai n since September 26, 19)8. 

Both i n the week • s decline and duri ng the preceding r1 se, 
the prioe behavior of TreaSUI'Y long-term bonds was not much 
different trom that of t he intermediate-term bonds , as may be 
seen i n the accompanyi ng t able. The short-tero bonds, on the 
other hand, which had risen lea~t in ?rica , likewise declined 
lee at . 

* Excluding the 2-3 
until December 15, 
102-29/32. 

Attachment 

5, which were not i ssued 
issue closed the week at 

~ ''3 _ ... 
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!realll.ley Bonde 

Experience in Recent Periods ot Prioe Change 

(Deoiaa1s are th1rty-aeoonde) 

• Pointe Pointe • 
• increased : decreased • 
: 9L21L~8 to 1L21L~2 : 1L21L~2 to 1L28L~2 

3-3/8~ 194o-4-3 ,11 . 05 
3-3/8 194-1- 4-3 ,11 .09 
3-1/4- 19lj.1 1 . 05 ,05 
3-3/8 1911-3-4-7 1.27 . 11 
3-1/lj. 194-3-lj.5 1.31 .15 

t1flj. 194.4-46 2. 03 .19 
19lj.lj._~lj. 2. 09 .1~ 

2- 3flj. 1911-5- 7 2.1a . 1 
2- 1/2 19~ 2,1 , 20 
3- 3/lj. 19 -56 2, 28 , 1lj. 

3 19lj.6-lj.g 2. 23 . 15 

tl/8 19ll-6-lj.9 2,18 .10 
1/lj. 19lj.7-52 2. 05 .12 

2 1911-7 2~1 
, 12 

2-3/lj. 19lj.8-51 ,18 

2- l/2 194-8 2, 21 . 17 

3- l/S 19lj.9- 52 2.1~ 
,10 

2-1/2 194-9- 53 2, 2 , 20 

2- 1/2 195Q-52 2. 27 ,llj. 

2-3/lj. 1951-~ 2. 22 . 17 

3 1951.-~5 2, 28 .17 

2-7/8 1955- 0 2 .2~ 
.15 

2- 3/lj. 1950-59 2. 2 .21 

2- 3/ll- 195a-o3 2. 25 .15 

2- 3/lj. 19oo-65 y ,09 

1/ Not ialll.led until December 15, 1938. 
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TREASURY DEPARTMENT 

INTE R OFFlCE COMMUNICATION 

DATil Janvar " 30 1939 ' . . 

TO 

,ltOM 

SUbJect: 

coretam.Y genthau 

llr. Haa 

The Fede a H using Administration 

I. Increases in busine~s in 1935 

The Federal Housing Administration showed very l arge ~ains 
in its insurance act ivities in 1938: 

1 . ~l:,_home 1110rtgage e 

Mortgagee selected !or epors 1eel s~~regated 
$1, 010 millions in 1q3g, an i ncrea se of 71 oercent 
over 1q37. Mortgagee accepted for 1nAurance in­
creased 45 percent , and amounted t o $648 mllllone. 

About 70 percent of the volume or mortga~e in­
surance now consists of mortgagee on new homes, as 
compared with 56 percent in 1q37 (• new homes• is 
de fined as including mortgagee sooept~d for 1nsur­
Gnoe before comolet1on of const~Jction or within 
12 months after. comoletion) . 

2. Rental housing 

Approximately $48 mil lions of mortgages on 
~lti- family and group housing was insured in 19)&, 
or about three ti~es the total insurance previously 
written 1n this group. 

} . Property ii\rovement l oans (previouAlY celled 
modernlza ion loans) 

Thi s phase of Federal Housing Administration 
activities was restored by the FebruarY 1938 ame nd­
mente, after having been eliminated in April 1937 
(except tor the minor category of di saster loans). 
Property loans i nsured dur ing 193b amounted t o $172 

millions. 

c 
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II. Ef!eots of the National Housing .Act 
Amendments ot 1935 

Anparently, the liberali zation in terms provided in the 

193g amendments was very i mportant i n bringing about the large 

increase in mortgagee i nsured. A special study shows that ot 

all mortgages accepted tor i nsurance in April, May and June 

193S, 42 percent were for amounts !rom 80 to 90 peroent of 

pronerty valuation -- ratios which were ineligibl e prior to 

the new amendments. 

The most importa nt ot the 1938 amendments included 

(1) raising the maXimum loan-to- value r atio ot insurable mort ­

gages from 80 to 90 p eroent and the maXimum term from 20 t o 25 

7ears on a large proportion ot mortgages on new small homes; 

end (2) reducing ettective insuranoe pr emium rates. 

The large i ncrease in activity in small home mortgage 
!nsuranoe is due more to the tact that a greater proporti on 

ot the aggregate business is being insured than to an increase 

In residential construction. This is evidenced by the !sot 

that the increases shown in two important ser ies on new resi­

dential construction are both much smaller than in the case ot 

the mortgage insurance tigurea: 

Contracts awarded for 1- and 2-
t'am1ly dwellings (F. W. Dodge) ..... 

Building permits (BLS) (Includes 
large-scale projects) .........•... 

III. 

Increase in 
1938 over 1937 

te 

As of the end of the year, ~remlum paying mortgages aggre­

gated $1 , 363 millions, of which $1,300 millions ~as on small 

homes . The maximum of $2 billions tor insured mortgages out-

st anding at any one t i me was recently increased by the d 

President under authority of the statute , to $3 billion~: an 

Repreeent~tive stea~l has i ntroduced a bill providing or a 

turther increase to $6 billions . 
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IV. In8\ll'anoe reserve :tunde 

'l'he inauranoe reserve tunde ot the Federal Houlling Ad­
ministration have been 1noreaeing ateadilJ, inasmuob as loeaee 
have been negligible, and now ha't'e net worth of alJDOet 125 
millions, after allowing tor debenture• parable ot 11.4 ail­
lions and minor liabilities. The aseete oonaist almost ex­
clusivelJ of oaah and Treasury bonds. 
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TREASUJIItY CEPAJitTMENT 

fHTC:II 0.,-FlCa C.OWMUHICAT10N 

•• Secretary Uorgenthau 

Mr. Haa.M.,.# 

The Bu~~Situation, 
Week Ending January 2g, 1939. 

SubJect: 

Conclusions 

(1) 

;::gg 

CONFIDENTIAL 

January 30, 1939 

The Alowing up in bueineaa aotiTity that became evident 
during December has extended into January, largely concentrated 
1n the steel induetry. Recent declines in security nricee 
heve initiated a period of cautiousness among businessman 
generelly, which has tended to reduce the volume of new orders. 

(2) 

Business at this time ia more vulnerable to unsettling 
developments, suoh aa war scares, than it was at the time of 
the Munich crieis. The underproduction in various linea which 
existed last September has been lar gely corr ected; production 
1n December was in excess of basic demand; and tbe levels of 
new orders and consumer buying are not sufficiently high to 
orovi de an incentive tor increased nroduotion, as they did at 
t hat t i me. -

Since developments abroad that may attect American busi­
ness are unprsdiotable, the nrobabl e extent ot any business 
setback at this time cannot be anticipated. The low levels 
ot inventories will tend to cushion any setback, while the 
Government spending program will provide a source tor some 
industrial orders. The influence ot the spending program will 
be limited, however , because ot the small percentage which it 
contributes to the total volume of ordera, and because it will 
have lese atimulating effect when product ion is in balance with 
demand than at a time when pr oduction wa• tar below the demand 
level. 
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The ourrent eltuation 

The alaokening in business activity wh1oh began last month 

has continued during January, concentrated largely in the steel 

industry, In place ot the strong improvement which normally 

occurs 1n th1a month, steel operations have been ~~~aintained 

with little change, and the seasonally-adJusted weekly index 

has stead1l7 declined. New orders tor eteel , which started to 

decline in November, have apparently continued at a relatively 

low level during January. The Bethlehem Steel Company reports 

that new ordere eo tar thie month have been at a rate ot about 

~6 per oent ot oapaolty, which oompares with a current operating 

rate ot 51 per oent. 

Other industrie a during January have made a somewhat better 

showing than steel. Automobile actiV1t7 has been reaeonably well 

maintained, in a month whioh is normally teatured by a substan­

tial reduction in output. Cotton mill aotivity has ehown about 

a normal seasonal rise. Electrio power production hae been 

maintained at a high level . The trend in the steel industry is 

ot particular significance, however, because or ita heavy 

weighting in indexes ot industrial production. 

\Vere it not tor recent unsettling developments, no lasting 

imoortance could be attached to the ourrent let-down in orders 

and 1n bueinese aotiv1t)', eince they renresent a reaction trom 

the verr rapid upturn in 1938, and had been widely expected. 

The wide break in security prices this week, however, adde an 

additi onal factor to the situation which had not been expected 

by the public, and which will tend to prolong the business set­

back. Trade reports indicate that t he heaviness in stock and 

commodity pr1oes since the beginning ot January has initiated a 

oeriod ot caution 1n business circles and industrial lines, which 

has cauaed new ordering to be held up or confined to immediate 

requi remente. 

Businese more vulnerable to adverse developments 

Ae compared with last September, when the Munich crisie had 

l i t tle or no ettect in retarding bueiness activity in this coun­

try, the preeent bueinese aituation is more vulnerable to war t 

scares. This is clearly apparent when one examinee the ourre~ 

position ot industrial production in relation to two import~ 

determinants ot the bueinese trend : basio demand andtn:j 0 aeere. 

Cur composite index or bae1o demand (seaeonallY adJ~e e ~ 

shown in Cb&rt l, turned alightly downward in Decem er,what above 

induetrial production in that month wae apparentl!i:~:;ion in 

the baeic demand level . This contraets wit~.!~ de .. nd tended to 

September, when a relatively high lev1~1 ~~e unsettling develop­

keep production on tbe up-grade deep e 

mente abroad. 
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I t will be noted in the lower eeotion ot the oh1lrt that 

steel production rose eharpl)' aboYe the estimated lenl ot bae1o 

demand tor steel in NoYember, whioh apparentl)' aooounts tor the 

setback in that industry during December and January. The basio 

demand tor automobiles , on the other hand , remains aboYe produc­

t i on, and automobile production in December and January hae 

t herefore been well maintained. 

Textiles are shown to be in a somewhat untaYorable position 

w1 t h respect to bae1o demand, whioh is apparently oontirmed by 

current trade reports. The demand tor lumber and oement has 

i mproved further, reflecting the rising trend ot construction. 

I n t he petroleum industry, f avorable motoring weather during 

Hovember brought a eharp increase in demand tor gasoline, ac­

cording to Bureau ot Mines data, which was not maintained in 

December. The production ot leather and leather goode increased 

sharply in December, and exceeded the basic demand leYel tor the 

first time in more than a year. 

The basic demand index would probably not be maintai ned as 

r~gh as the present level it a business setback should occur, 

since a decline in industrial production would result in reduced 

payrolls and in a smaller demand t or industrial materials. 

Our index ot new orders (unadjusted) turned downward in 

December, and tor the tirst time since the tall ot 1937 it was 

et the same leYel as the FRB unadJusted index ot taotory output. 

(See Chart 2.) This contrasts with the situation at the time 

ot the Munich orieis, when the leYel ot new orders was well 

above the preYailing level ot taotory output. The decline in 

new orders 1n December, as shown in the lower section ot the 

chart, wae oonoentrated largel)' in iron and steel products and 

textiles. 
Ohange in Government spending policy 

atteote business sentiment 

l'fhetber Juetit1ed or not, bueinees sentiment hee apparentl)' 

been disturbed by the change in Administration policy toward a t 

more permanent spending program, Judging trom recent ~~m:'~~= 0 

business advisory services and trade p~blicat~~:·aa a strength­

current spending program oontinuee to e rega itude ot investors 

ening t aotor in the near-term outlook, the ~i; been unsettled by 

t oward the longer-term proepeot has apparen1 
by 

the eh1tt in emphasis toward a spending phi osop • 
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Moody's Advisory Service comments on th1a in its issue 

of January 21, and the Standard 8tat1etioa ComDany in its 

'Business Prospect• of January 13. In a report dated January 13 

L. L. B. Angaa expresses the current eentiment in saying that ' 

t he statement to Congress envisaging an •ever- inorealling budget 

deficit and an ever-increasing national debt (coupled with the 

danger of increased taxation) haa eo frightened many of the 

capitalist class ••• • that they are temporarily utterly 

scared to invest their idle balances. • 

While it may have been a pure ooinoidenoe, the recent 

decline in etook prioee started on the day after the new policy 

of Government spending waa outlined to Congress. (See Chart 3.) 

Foreign trading in American aeourities, which had been ooneie­

tently on the buying aide tor a month previous to t hat day, 

turned immediately to the selling side, ae shown in the lower 

section of the chart. 

The lfall Street Journal this morning (January 30), after 

mentioning the foreign situation ae a stock market influence , 

says: "There are aome students of the market situation, how­

ever, who are inclined to attribute the January weakneee in 

stocks and oommod1tiee r ather to develoomente at home than 

abroad. It is point ed out that the market has been declining 

almost without interruption einoe the President delivered h1a 

budget message to the Congress, and it ia suggested that the 

evident i ntention of the Administration to continue to borrow, 

lend, and aoend is d1eoouraging to investors who eae ultimate 

disaster in. the indefinite pursuance of such a poli cy. • 

Duration or setback indeterminate 

No definite indications of the possible duration of the 

receding tendency in business are available at this time, 

Particularly since develooments abroad which may affect American 

business are unpredictable. The low levels of inventories, and 

the absence of any extended speculative position• (except perhaps 

in aeour1tiee), will tend to cushion busi ness against a prolonged 

setback. The spending orogram coneti t utee an ad.dit1onal atab11-

i~ing fac tor , though it-provides an extremely small percentage 

of our total volu.me or industrial orders. Furthermore, the 

stimulating affect of Government spending is likely to
1
ba much 

leas when bueinees activity ie relatively high and fulbYtt 

adJusted to the level of consumer demand, thanhatdthe dole~:l 

ot a depression when production ie tar below t e eman · 
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Our index ot oonsu.mer buying in December ( eeaeonall:y 
adJusted) declined 1 point to 10~, where it equalled the FRB 
adJusted index ot industrial production. This retleote a 
less f avorable situation than that which prevailed during the 
summer and t all, when business was stimulated by a rela t ively 
high level ot consumer buying. 

The uneatistaotor:y trend ot commodity pr ices may t end to 
prolong a setback in business at this time. The all- commodity 
index during the week ended January 21 equalled the lowest 
level reached in 1938 (See Chart ~). with raw materials showing 
greatest weakness. Anything whioh would bring about a etrong 
rlee in oommod1 ty prices, on the other hand, would have more 
than the ueual stimulating ett eot on business, in Tiew ot the 
relativel y low levels pt inventories. 

New York Times index higher 

For the week ended Januery 21, the New York Times i ndex 
rose 1 . 0 point to 91.7 wi t h upturns !rom the low figures ot 
the orevlous week recorded t or most components. The adJusted 
indexes ot steel oroduction and miscel laneous oarlosdings, 
however, were lower. Preliminary figures tor the following 
week indicate a turther decline ct about ~ point e in the 
s t eel index and a rise ot about 6 points in the index ot 
au tomobile production. 
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In reply refer to 
SA 832.516/301 

DEPARTMENT OF STATE 
WASHINGTON 

January 30, 1939 . 

The Secretary of State presents his compliments 

to t ho Honorable t he Secretary of tho Treasury and 

quotes herewith for his information t wo telegr~s re­

Garding the draft decree law creating a Central Bank 

in Brazil: 

To Rio de Janeiro, No . 24, January 26, 1 p.m., 1939. 

"If it is possible to do so, please obtain 
and air mail to the Department a copy of the 
draft decree law creating a Central Bank, mentioned 
in your despatch No . 1109 of January 16 . " 

From Rio de Janeiro, No. 36, January 27, 3 p.m., 1939. 

"Department's 24, January 36, 1 p.m. 

"Draft decree law creating Central Bank is 
not (repeat not) available in the absence in 
~ontevideo of the Minister of Finance.• 

. ~· ' . ... ' . 
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TREASURY DEPARTMENT 

INT&Jt OYI"'C& COMMUNICAT10N 

•••• JAN 3 0 1939 

.o Secretary llorgentbau 

,..,. llr. Fo1«7, Act~ General Counsel 

A question has been r a i sed as to w·~ether in l'&eo-nding the 
extension of the monetary powers which axpire on June )0, ;you and the 
President i ntended to include the power to coin silver as well as the 

3C9 

powers relating to the stsbilbation turd and r evaluation of the dol.l&r. 
Iour me110randua to the President or Ja!l\.l!.ry 17 attaching copies or let-
t ers to the Speaker and the Vice President ref erred to the expirat.ion 
of the sllver power as well au the other powe.rs . Since t he position of 
the TreasiU)' baa been that it is for Congress to determ.lne what t he ellver 
policy should be, it seemed advisable th~t the letters to Congress abould 

not reco-nd ppNssl.T the continuance of t he sllve.r power. '!'he l.&nguage 
used in the let tar follows t hat used qy t he Congress in 19.37 in the ats tute 
extending the powers end in the Ca.dttee reports eceo~JVing the b1ll8. 
lf Congress follows the form of tbe 1937 statute and sapl.y changes t he date 
t rom June ) 0 1 

1939 to Januar;y 15, 1941, ell the powers extended in 19)7 
w1ll continue to be extended, incluling the power to provide for the unli­
l!!ited coinage or s~er. '!'he bill which Senator rlagner introduced does this. 
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J&nuarJ 30, 1939 

To: llr. Banee 

Senator Allen J, Ellender (La.) e&lled thia afternoon around 

4:30 P. ~. and uked that you be ~nn tho tollowi n& aeoaa,o;o: Por 

1'0 vJ. 

e!&ht or ni ne aontha he has been tl")"illfl to get t ha 'lreaeurt Departaent 

to set tle a few ot the i neoae tax cla!aa i n Lcuiaiana, and he bel 

been aoked by a conatituont, Abe Sbuahan, to try and get you inttreatad 

!11 hi a clail:l· 11r. ~han will eettle tor $80,000· 

The Senator wanted you to be eure and get thia meaaage, ao !n 

caoe you wore aoked about it you could aay that he had apoken to you 

regardi n« it. 

7. - I /I 
I l 

' 1 1-

a.' I ~-l (I I 
I __,.. 

i-·) c I' 

~w~( I . ;-

'7'. II I I(.._ 
J~ " a,~ VJ 

• 

Regraded Unclassified



TREAS URY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

OATC' 

'"'"' ' · H. Ba4lq 

lerltr pt Gat"R'=t Stqg,rt,tx Marpt 

tor •••k tndipc Japp.an 28. 1939 

In •1DIP&t~ Y1 th other urate whl ab reacted ~~tverel;r 4oW~~Wan\ on 

unaettl1DC tore~.&n nne and i n anHeipaUoo ot the ep .. cb by ehaocellor 

H1 Uer echeduled for tode;r, 49"!E!!!Ct bond• 110ved eubetanUoll;r lower 

duri~ the firet faur cla,jre ot l a at week. !!'he market firmed ll ightl;r 00 

t..'lt l aat two dQ'a and. tt••mrx bon4a oloetd t~t wttk about 1/a RPipt 

lower on ave£¥e. The decline wu qu..it e ordel'l.;r cool1der1~~ot thet prlc .. 

311 

ot COYinllllent eecurH1u were at all t ille hlcha at the cloll of tile prrooua 

..... k and had b .. n liiOYiDC e tead1l;r upward tor 8 nelto. The !!1!1p tore• w1\h1n 

the coveryt a\ marlstt foroly prieta down etwd So be rtluet.e.aee to bur 

r a ther than the appearance of a moderate amount ot of!erl~~ot•• *•tl;r 1D 

nall lo\e. Ro .. •tr, the bftlc 9'M' of the 4t elipt n• t,he 41eturbt4 

toa l p IC'PI. .u the llld of the nell: ~era, reneouoc 1apro .. Dint ill 

the e toclr: urat, app•red 1110r1 confident and acme ~DC b;y 1oaU tutiooa 

frft!UI7 QOttl 414 1pt tmtritpet ., l e'Y!E! & 4 t q11At &! tr .. WJ7 boD4.1. 

:Except for the t wo loocut 1uuea, wh1ch were 4owo ll/32Dda each, Trea1RU7 

ootee were ceoerallJ a to 6/3llnd• lower for an ..... rae• of 1/8 pout. 

Oaaran\Md heuu were 8 to H /321>4• lower tor aD aYerac• 4K11u of l 0/3llndl. 

111 epUe of thh - nne4 •rlott, bowe,...r, tha Treaeur;r'• offerioc of 

$100 s1111oo l -3/ef, &-;rear u. s. Boua1QS aotu waa w ll reoelYed and o .... ,.... 
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aubocr1be4 28 UMII. '!beoo DO\oo a.ro DOw quo\ecl a\ a pre- ot 'J/• ot 

a point u4 are ooll1ac 1a 11u wlt.b other ~\.-4 DOh hau .. ill the 

market, 

Dz'1 •re1 Portfollee 

For \be week ao a 'l'bole, d.Mlero' bo141Dgo ebowecl 110 o1p1!ie&At u\ 

challgeo. Rowenr, an 1DOreaoe ot $19 million in TrMIU1'7 boll4 bol41QSo 011 

llonda7 appea.ro \o ba•• aided in ll:eep1ag the aarll:et order1r on the tlrot 

~ ot the decllne br a boorbl»g • .,.. ot the otterl»go C<l<U»g in\o the 

urll:et. J'urtheraore, tbo taCit that their OWil bond bo141QSo "" ~ 

lncreaoed to .22.7 million !rom the uaueuall7 low !leur• of $3.~ million 

at the cloM of the prertcru w"ll: probebl7 prnutecl dealoro fr.... lowor1ac 

their <p.otatlou toore aba.rplr 1n the nut tbreo ~ of 4eol1111Dg prlceo. 

B7 'fednoodq bond bol41»go bad beu reduce4 to $16. 6 m1111011 and <lnr1QS 

lho laot two cl.a7o of the weak a tu.rtber reduction ot $9 al.lUon •• aada 

after pr1cao bad ~ firwer a11d bQJilll latoreot appeared. 

.ln 1nhreot111C feature of tbo dealaro 1 poo1 Uono ... the conU11110ua 

1haabla abort pooitioll ill Treaourr noho matur1nc attar 1 roar. Ill ep1h 

ot tbio ooll41 Uoll llhl.ob left the TreaftJ'7 no too 'Yillllarabla !or • abarp 

decline, the nota •rll:at ~aed caopora\inlt o'-"T 4ur1114 the ..... 11:. 

Tr&a...r)' boDdo 
Traa.ur,r Dotao (1 ,r.) 

I I (1 • 6 ,ro. ) 
Troa.ur,r billa 
H. 0, L. o. bonda 
r . r. K. o. l>oll4tl 

(in ailliono of dollaro) 

Hol41QSO Hol41111• 
Je. 21. Jy. 28 

3.~ 7.7 
36.~ 33,3 

-10.8 -8.6 
19.8 17.6 

9.4 12.2 

l.l ~-3 
69.6 61.9 

' '' Chen 
• 4.2 
- 3.2 
• 2.2 
- 2.3 
• 2.8 
- l.t 
• 2.4 

Doalere' wtal Yol,.• of 'IIUia&oo a.,.n«e4 onlr alipUJ al>o•• laot 

'II'Mit. t+t allac allcnlt •160 aillion 4a11J. Jlownar, •ol- ill Tr•....., 
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l>on4e of onr $110 llillloa 4&117 .. , oone14• rabl.T abon anne•. 

In Stcsri \J It111fe 

Corporate .. CUZ1t7 !~1111 thh nel< couhte4 eohl.T of prha\e 

.alee of two inue to\allJII $8.8 llillloa. 

Oemrett ' ·rrttz l•N• 

Corporah bon4a aleo ..,.,e4 ill '1'"P&tl!T wHh the etocll: ... rll:et t hh 

1Jielt. PriCII IIO'IM lower f.- llondq throtJD1 !buJ'edq, !&1111\C ott C ...... 

aid.erabl7 trooa the bi,gb po1ah r .. ohed the prmoua .... 11:. Second crade 

bolide nre ott about 1 3/4 poinh while hi,gb ~;radea wre 3/4 of a po1.a t 

lower Oil .... race. ID the iD4h1clu.al croupe, rail• ebo ... d the j;J'eahat 

loaaU, Hon.,.r, the mar ket tinMd clur1D& the laat two 4qa Of the WMk. 

icthlt,. tbro~ut the nell: wae ,.,urate. 

tr••urz 'v"••' Asmua'• 
.1. to\al of $1,3150,000 loac tem t reaeuJ'7 boadw ••r• purehaeed 111 

the ""'rket 4uriDC the ,..,k tor account of coYerlllleDt acanciea. $1 llil11on 

ot the" Jllll'oha"' nre •de tor Oo'fll'Dilllllt Life IUlU'IIDCa J'lmd all4 were 

ao tlaed •• to a"ht the orderllaeaa of the .,.rll:et. '!'he other $250,000 

purchaae wae tor lJ, S. Houa1Dg i ut.borl V • 

lD a441 t1on t o the" marloet traaeacUona, Ooni'Dllellt Life bo141DC• 

of wpecitl af !!!!hi ebowed a ,., reduCUOD of $:l()O,OOO to $8,700,000. 

On the other haDcl, $11,000 ,000 epeclal ztf, DOtU wera purohaaacl for Poe\al 

Su1111• alld $10,000,000 tor eo:count of Jederel »-peal\ I a.....,...• Co~ 

\ion. !hue laet two a ccoUilta aow he'll $117 llillion aa4 $1111 llillton 

r"pec t1nl7 ianated 1D wpecial ztf. not ... 

leferel ••••a• • •te A"S""'' 

'fruaao\1oll8 '117 the Jedaral .... ...,, Jail}< ot ,.., York iDClucl.e4 the 

rwplao•nt of $33,011,000 •tiLJ'iJII !J'IUUl7 'blll• w1 th a like _, of 
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,. .. April 31 lt1lla, Ia U4.1Uoa $10 a1ll1oa of ~ •- ltlll• wen 

pu.rcl!oue4 1D aUolpaUoa of \M f43,830,000 !rMftl'7 lt1U -\vlv of 

rabroai'J l. 

to aiel 1a -ta~•"''ac U.e ol'clerllae .. of \ha mara,, \he Srat• 

ptLrchaaecl $4,GOO,OOO 3-l/'Zft Treaftl'7 bollcla of l9.a wb1ch were baaclac 

onr ~ .arlee\ acl aolcl a 11a par _, of othu bollcle wblch tu 

mara\ coul4 1110re auUT abaorb, 

314 
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PAIU.)>HR.ASE OF TELICR.tK REO.I:Ivm> 

J'ROK: 

DATI: 

.laerican lllba .. y, Parb, rranoe 

.January 30, 1939, 5 p.m. 

10.: 186 

J'ROK COOII!Wr. 

I Tiai'ted the Bank of France today at noon. The 

control by that time had gained $1,700,000 through 

llorgane . The Jetherlande Bank at the aaae hour telephoned 

the Bank of Jl'ranoe frOID Alleterdam that thb aorning it 

had yielded $9,000,000 in support of t he florin, on which 

there was atill preeaure beoauae of flight of capital, 

expeoially Jewiab funda ftt~tened by the ettuation in 

Germany. Soae repatriation of French capital, through 

the med1ua of the dollar, ia apparently involved in 

this moveiMII.t. .lt this Use French officiall are pleaaed 

to get dollar• for converaion into gold under the tri­

partite arrangement. They can thue build up a reserve 

in liTew York for po .. ible contingllllcill. 

Thia aorning the Bank of France had a telephone 

call fr011 the rational Bank of Belgi-. The latter waa 

a alt1ng whether the Bank of Franoe waa cont e~~platina 

ahipP1113 any gold to Paria 

neaat1Te answer waa atTen. 

fro• Jew York; a definitely 

It ia ay belief t hat the 

Belg1ana are now looking around tor aome poaaible elllere 

of gol4 held in the United statll. GoTernar Jana"n of 

the Jational Bank of Belsiua t old ae wbell I aaw hi• 

laet that hi wae roiag to aubmit to hia Board the 
propoe1t1oll 
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propoei Uon of building up in •ew York a reeerve under 

ear ..ark. He wae worried b:r one 'thing, the publioit:r that 

might a't'tand any shipment of gold to Bew York f r om 

Au-twerp. This might ariee eepeoiall:r aince 'the German 

preee baa recently cri'tioieed Belgiua for holding gold 

r eeerTee outeide of the continent - Belgiua ie a countr:r 

whoee independence 1e guaranteed by German:r. The •ation­

al B&lllt of Bel giua eome t1118 aso requested 'the Bank of 

Franoe 'to make a ehipmeut 'to the Uni'ted S'tatee for i t e 

aocount, bu't the Bank of Franoe re!Uaed 'to do eo. 

On 'the marke'te in Parie the eentiment ie better 

toda;r. There baa been coneiderabl e improvement in French 

ren'tee and eharee; more bide for forward franc . Pari 

of 'this ie due to 'the broadcaet on Saturday night of 

a epeeoh by Reynaud , Kinieter of Finance , in which be 

recounte4 improvement ta French economic ae well ae 

financial eauatioll. In thia addreu be alec announced 

etepe taken t o eave 300 ,000 ,000 france on highway 

improvement, and 500,000,000 on ealattee of offioiale. 

The calm epeeoh giTen by Obamberlain hae 1nepired fur­

ther confidence, ae well ae the f eeling 'th&'t the epeeob 

giTen by Hitler tonight baa been euffioiently dieoounted 

already. 

':aD or KESSAGE. 

• BULLm • 

U : Lft .. 
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. ,. 
f'£0ERAL RC~c···v& AUK 

OF I''U.N \CftK 

Or CORRESPONDENCE D·or l-U'f 101 11!80 

Sup; c r fiL .. BONI OOIYIUA!ICI 'lift 

B.UIC or •wo. 
co»rzo•tur. rnu 

L. J. ~~~~ 

I ealle4 ••· loU• n 11101 •·•· th• • .,.. hanna • 

tllti'IIII&J.7 quid d. todaT, be aald1 IIIith DO PI'IIINI'I 00 ltarl111C at 

all toda:r, toU..S.O. •oh Uah\er preuura lut 8at11r4a:r. t here had 

been 110 DHCl tor b.UI te 111\a"lrle 111 t he eaohqe a al'lrdJ b11 onl7 

eet 1rtty had b•• t b e Ill• ot soae col d 1.D t b1 • out ot troe uoo,ooo 

to u oo,ooo. Be had IPOken to Aaltarda t h1a IIOrD1ftl m d llllderltood 

t hat de loDC, anar baYtnc a •eJT bad bour Wbt cb oost hta about 

•lo, ooo, ooo, had be• extr•ll7 QUiet 1'111' linoe. 8ohnort tn 7Air1Cib 

had told b.UI t hat ~11111 tbart wer1 eleo ntr1111el y quiet . Cb• ber-

11111' a ep110h l an 8a t11rda:r hat balptd to a •t d d o r 10m1 ot t h1 

tears •tlr\lined l a n ••* and t hl p11bl 1oat1cn ot 1tat1 st1ce oa the 

a rt tiah lirplaae prodlleUon, whi ch f NIII 11an7 po1ata ot T1aw ••• 

highly .. uatae\oJT, bad eleo hllptd. 

I retarre4 to report& ouritd b7 both t he trlbwl• and thl 

Tt 111u he•• to \he etten that than wan ha&T:r 1old lhipa•ta totalla( 

fe~10001000 00 tba wa\11' btrl troll fDclan d and t h at all 1.Dd1 cat10DI 

po1utad to OUtoh o•arebip. AoooHinc to t he .. p ra11 raporh, all 

arriiiC•Irlt l tor llbipalrlt bad bllrl aedt 1.D aaclaad 'llr7 a aiDCll 

authorttr. aouoa replied t hd •• tu •• ha me• th11 "' all •-­

t aoture4 .,- the preu. lla had 110 kDI•l•• of •:r OUUh ahiPII••• 
or lbipa~at• troa LoodoD tor OUtab aeoo=t •d II f ar ae the BriU* 

• er• ., ....... ~~ oa17 pNfl'llll • tu wolltttd .. , '1117 th• •a• \bat 

11h1ab bt bad 1
t•• 1a bia eabll of lan rrtdq i.Dd1eat1DC a .s.­

••• at n,ooo,ooo •• • eutaW• •4 U,IOO,OOO p er • ...,_,.ata. 
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FEDERAL RC5l!RVE BANK 
OF New' YORK 

oFFICE CORRESPONDENCE 

ro- coarxm uAL nL• 
L. 1, raMo 

I 
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! he Billa• lla4 ahm bill l!la,Nottoaa to @ip u,eoo,ooo ot Ultllr 

NN&rked aolcl aa4 '111 • te'el 110\lld a• tonu4 to 1ft' ton 1D UlrM 

loh por 88 lalbl.DI._, II Pari• M4 II Qla .. h17 (W• h PY10111l7 

ueuoel wUh Ulo 1M ot o .. tt~,ooo Whlab Bu .. • laUoealo llllluo 

in 1ta cable ot IIIIIIUJ' IW atn.aed •• 110ald bo reee:l.•e4 fro. 'bo 

Ba11lc ot lllalu4), 

03V il:J1 .1 

• 0 , ••• 

• 

f ~ "''~ ''flt'J •• ,, ... ~ ~ • ., 
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KRE 

SEcr~tnry of StatE 

Wash ington 

124, January 30, 7 p . m. 

FOR TREASURY. 

GRAY 

LONDON 

DatEd January 30, 1939 

REc ' d 6:42p. m. 

319 

OnE . ThE forEign EXChangE mar~Et haS bEEn quiEt today 

awaiting HitlEr' s spEECh tonight . ThE dol lar opEnEd at 
(havE?) 

467 3/4 bid and thE British authoritiEs has bEEn 

offErinG doll ars a t 467 5/8 most of thE day but giving 

VEry ftw as thE markEt is also SElling somE dollars . 

Gold was fixEd at 148 shillings .7i pEnCE quotEd as a onE 

half pEnny prEmium at 467 13/16. Of thE 217 bars sold 155 

WErE marriEd and 62 suppliEd by thE British fUnd . 

Paris has bEEn a buyEr of dollars and sEllEr of francs 

but this markEt has also bEEn quiEt with thE f r anc quotEd 

around 177. ThE Dutch guildEr is still wEak. 

ThE stock markEt showEd somE firmnEss toward t hE closE 

most pricEs bEing slightly up on thE day EXCEpt for 

British GovErnmEnt sEcuritiEs which though hardEning at 

thE closE los t s l ightly on thE day, war loan 3!% closing 

S/16 a~ 961;. 
Two. with r EfErEncE to thE sEcond of paragraph of 

uo. 
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HRE 2-#12'1 From London, January 30, 7 p . m. 

No. 115 of January 27, 7 p . m., Einzig in today ' s Lombard 

StrEEt column of thE FINANCIAL NEWS states that thErE is 

EVEry reason to suspEct that a considErablE part of thE 

bear a ctivity on Wall StrEEt and on EuropEan stock 

ExchAngEs and commodity markEts during thE past wEEk has 

bEEn on Gtrman account. But other organs of thE prEss do 

not mEntion t his point EXCEpt for thE EVENING STANDARD 

which statts , 11\VE arE told that thE GErmans havE bEEn 

SElling short on the London markEt. " 

JOHNSON 

NPL :EidB 

320 
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PAlU.PIIRUI OJ' TILICJWL RI:CIInD 

J'ROII: 

DATI: 

.laer1ou z.b&eey, Parie, rranoe 

January 31, 1939, 5 p.m. 

10.: 173 

J'ROII COCBR.U' • 

321 -#/--

Ooneiderably be~ter eentiaent on the rrenoh aarket 

today following the epeeoh by Hitler. soae dollare 

were aoqu1re4 by the J'renoh control through the Oha88 

Bank. The control took in eterling alae . soae dollare 

were acquired early today by tazarde, and on the riee 

eold again. Wore bide for forward franc, and good gaina 

made by rrench rentee and eharee. Sharp recuperation 

in florin. 

Editorial in .lGINOI IOONOWIQUE today recommend& 

that London, New York and Paris, should undertake acme 

conatruot1Te developaent of internati onal credits inatead 

of working together in checking exchange epeoulation 

on their aarkete. In the article reference was made 

to Hitler'• adllieaion that raw lll&teriall and u port 

outleta were needed by Germany. In the editor'• opinion 

thia 11 an opportune moment for other countries to 

accept thia a&aiaaion and giT& an opportunity to auto­

cratic oountriea to oTerocae their ttnanoial and eoon0111o 

d1ffioult1ea by aethode other than rearmament and war -

llllinlf through producing tor peace and being able to 

find urltete for what ie produced· 

The ttnanoial preea in Jurope todaY aenttone an 

agreement between ooel producer• of Great Britain and 
Geru.nr, 
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Germany, and cooperation betwetn the potash industriea 

of France and Germany. The press refers to prospects 

of the next meeting of European steel cartel straighten­

tog out questions over former Czech production, and so 

on , and of increased exports of coal to Italy fro. 

Wales . In other words, the countries which are moat 

vitally concerned in the political tangle in Europe 

are finding -ya of augmenting co-ercial interchange. 

The idea ia already being sponsored in the press for 

haTing an international conference to settle questions 

of a politico-economio nature. 

This afternoon I had a talk with my Italian friend, 

who told me that he wae quite happy over the speech 

giTen by Hitler. He pointed out that it ·would have 

been highly improyer far Hitler to ha~e enuuciated 

demande of Italy which had not yet been advanced by 

the aalian Go~el'lllllent. He told ae that he thinks 

Kusaolini will hold t o h.ia pr oaiee t o the British that 

befor e the Spanish question ie eetUed he will not make 

any specific requests. K&ny things might happen by 

that distant date to make eaaier the negotiations with 

J'ranoe. 

END OF WZBSAGJ:. 

WILSOII . 
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REB 

SEcretary of StatE, 

Washington . 

134, January 31 , 6 p. m. 

GRAY 

London 

323 

DatEd January 31, 1939 

REc ' d 5:12 P• m, 

FOR TREASURY FROU BUTTERI'IORTll , 

ThE dollar opEnEd a t 4, 68 1/4-1/2 and thE British 

Fund bouGht a f Ew dollars at 4 ,68- 3/8 , Gold was fixed 

at 118S 6D ~iving l/2D on 4, 68- 3/16 , Of thE 294 bars 

sold 143 wEr E marriEd. ThE British Fund bought a 

small numbEr of bars at thE fixinG and thErE wErE no 

aftEr fixing dEalings. Sterling thEn rEmainEd stEady 

a r ound 4 , 68-1/4 until thE NEW York market opEnEd and 

thE dollar ''as bid 4,67- 3/4 at \thich ratE thE British 

Fund offErEd dollars but arE thought to haVE givEn only 

vEry small amounts , 
ThE Bank of FrancE on t hE othEr hand bought a fair 

amount of dollars i n thE morning and somE s t Er l ing in 

thE aftErnoon thE ratE rEmaining around 177 . The fo~vard 
franc strEnuthEnEd, thE thrEE months discount going to 

5/16. 
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REB 

2- #134, From London, Jan. 31, 6p. m. 

Tht day was not particularly activE the exchangE 

markEt finding li ttle of significancE in HitlEr's 

spEech and awaiting Mussolini 1 s spEEch. ThE stock 

exchangE which i s in a technically strong position 

interprEtEd Hitler's speech as a bull point and has 

bttn active and buoyant with practically all prices up 

several points . 

JO!INSON 

HTM 

NPL 

324 

Regraded Unclassified



TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHI NGTON January J1, 1939 

llfliO!WIOOl! TO TKE SD:RE'U.RY: 

Ra: Teaporary National Economic Colllllittee 

A special executive session of the committee was called 1n the 
Senate Caucus Room this morning at lOtJO A.M. adjourning at 12:30 P.M. 

E.L.Darla Federal Trade Co•. 
G.S.Ferguaon • • • 
T~ w. jrnold Justice 
I.O.Doualae S!X: 
C.J.Peoples Treasury 

Copper 
Cheese 
Anthracite 
Trade Associations, etc. 

'I t 
I "'J ) 
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·.:: :.rr : 
'7ill1ac :> . 
OJugliiB : 

:>: 

-.:· :.rr: 

'"1 : 

:.:: :J!" : 

.... . 
~ . 

~.:_:Jr : 

D· 

-.::.rr : 

:> : 

.::.rr : 

-::: :Jr: 

Hello . 

P.e ll:>, !:!enr y . 

I haven't been subpoenaed yet. 

( L~<ughter} >:either have r. 

:> . K. 

326 
Janua ry 31, 1939. 
12: 54 p .c. 

They -- tl:ecr decided t his raorning, I understl'nct, to __ 
n:> t t o sub~:>en~ y:>u . 

Sub::>!!':>na ;;!1:>~ 

v:>u. 

~h , I t h ink they gave me up yesterde_:l . 

:lh . ( LRugj1ter} 
l o -:J!~ed .,u t :>f cy 
,.,,. s !lr :>und . 

rtell, ::: -- I thought it V?~s -- I 
•·ln<~ )l'' t his corning t.o see 1f ,._n,tb'>d,y 

(L~ughter} •:/ell, I klnd :>f d i d t? , but n:l thlngturned 
up, and the Attorney Gen~ral hte been )erfectl,y e;r~< nd 
:>n the t lltng - -

Good . 

And -- Arnola , r):.:> 1£ rej)retenting the .:.. . :;_, has been 
very, very hel,>ful. : 1.al<ed ' 'ith h i Ll t his rnrnlng 
and he seecs t > think thr 1. re've go t tne t h ing rlght 

in the icebox . 

Really? 

Yes , so f ar as the law 0 :>ee t~Ft it 1E a snell c~ee , 
and if we l ose in thl\ 1. court I d?n't -- the J udg e i sn ' t 
all t hat could be ex::>ected, I think, of a Jietrlct. 
Judge, but lf we loGe there l t doesn ' t bother me very 
much because we ' l l go r1~~1. strai~~t U? end it will 
keep the !!olding Com,>Rny -- it wHl be sr;ell f'>r -­
anyth 1J1E: - - everything tht> t hAppens will be sv•ell f or 

the ;.:old1;,g c"m.'eny leg1&1At.1:m. 

~, .. :>n th~tt, Bill -- ah -- y:>u lm:> .. - - ! n3e - - I 've 
been sick and I ~ps hoce Friday, seturday pnd sun~ey 
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And :tond8.y, and I only go• la ~ out a t night __ 

Yeah. 

And-- ! ' can 't quite ak go in with it but uJmtoelou~ -- I haven 't had time to 
~ouldn 't intr~duce this bii! nl~t , Carter Glass 
from Cr owl ey t o OuffiPl.d to ~ean .... ~e sent me a message 
to me, see? • he wanted t o talk 

Yeah. 

J.nd , have yJu heard the story? 

No . 

n "• sto~ ce; the.t Ronald And t hAt -- lf you've h•ard 1• 
Ransoc and ::cKee cace uo to c . see arter Glass. Have 
y ..>u heard thls ? 

I heard tha t they were u~, yeah. 

And -- to persuade them not to do it, because it only 
would g lve Eccles a chenoa ~o put ?n some r edioal 
legislation. 

Yeah. 

Well , ! thought th!\t I would sit tight until Carter 
Glass called me . 

Yeah. \ell , Carter Olass - - rhen 1 £e.r -- ! ear h lm 
the other day, he.d a very ~leaeent •alk wtth hlc and 
told h1l:l the.t I would do anytnlng at any tlce t.hat. -­
that he wanted ce t o do to help h~~ ~n BP~ bi ll tha t 
he wss .>lanning to put in, end he said that he w:>uld 
l ike to have ce come up end t estify at the appropriate 
time. !ie indicated that he r~s ;;o1ng t o tntroeuce a 
bill soon. He said th~t one t hing ths t he had t o watch 
out for were some of the •crack p~te• on the -- on the 
Sena~e and on the House side who mtght try t~ attach 
to lt unsound pieces of leg16lation i n the form or 
amendments for manufacturing currency and t hings like 
tha t . Well, he --

I -- I --
Pe wasn ' t -- didn't seeo ~o be particular ly worried 
about lt. r.e just --

Well be hasn't ln~roduce~ 1~. I -- I t hlnk thAt ar t er 
all he knows where I ao. I ~hink th6L : •11 wei~ unt il 
he cells ce. I ~hink the strategy ~ould be be~ter , 
don' t you think so? 
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Yes, I sh~uld think so. 

I should think so. 

And eo if you hear anything on it, let me know, ~nd 
I ' ll do tbP same . 

I ' ll do that. I mi ght t el l you I didn't t ell hlm - ­
ah - - but I v•ent :>ver it. wi t h -- ">ver the - - e. draft 
b1ll "'Hh Leo ~>nd I thoueht 1 t ' 'as a al"ell bill. 

Yeah . 

I t hought it wae s~ell . 

'-'es . 

And re just -- 'e just made t"':> or t hree suggestions on 
the ~oldin€ C~m~PO] ~hase :>f 1t. 

F1nr . •·:ell, 1f I hel\1' any t r.tns I'll let y:>u l'.now. 

);!!ah . 

3ut I think I ' ll s it tight fnd let Carter CFll me. 

Yeah . well, t hat ' c -- t hat's -- I t hink ·t 'l.o. t ' P beat. 

All right. . 

Taank you ver y much . 

Go~d bye. 

• 
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"'ello . 

?.ello . 

:;arriner? 

1h , hello, Henry. 

How are you? 

-:lh , ;>retty good . 

229 
J~nuary 31, 1939. 
4 :10 i>· c . 

: ~1<rr1ner, I wanted to :nake sure thP.t somebody 1n the 
Trea sury t old you t hat ~e•re , r o,oe1ng to sell three 
hundred clllion dollars core ~f n. .?.C. not es next 
::onc!a;r . ~a<! you been so 1>d vbed? 

"1eU , I : t h1nlt - - yes. ! d i dn ' t auw thot. 1t rEs 
:··m c\ay , but you 1'1111 rPcl'll you asked oe t. :> [ ive you f> 
:~<eu:>r?nrlum ~n t hE t P.n~ : d1v e>ne t lr.:e • s:> , EUl<l -- 1<h 
::: t !'l ln.t ~aas notif ied Golr ~m·e1£er Pb:>ut t'"' V'e<'ks "'S' · 

Yeah . 

~c\ t he t ' s t h e :>nly n~ t1f 1cP t1on I go t . ~e fP Vc me a 
r.!e .:.orwdum . 

... ell , I just '"·ented t::> --

'"ell , nov· t h ot' e -- t.l".• t - - t h• t' s ->n : ·>nfpy , Fn~ wh"t 
are the ter-..1s? 

l'le l l, ! hoven't. ;:p t 1nt:l 1t y,.t . rrr.en: l:>Ht!'i P l. it, 
oh, " l'!eek ebo , it l~o~ed like eeven-eig~ths . 

Seven- elsht.hs? 

9ut r hl'ven • t. checked, a nd the l:lf<r 7.et., ?. E ;r:>u knOI'T, h " & 
b e e n dorn and H. has been u.' ~<,;Pin . 

You mean, let ' 8 e ee , seven-e 1~;-.ths for wr.l't, ln t.:.ree --

In t hree y ear s, l ess a m:>nth . 

Three years? 
tsn't it? 

Less a month . 

~uh? 

Thf t ' s ~e long ~ s t hey can 1seue them, 
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Lese one conth . 

:.ef'a one oont.h . 

•ve arc 1ssu1ng 1 t f'lr t.v :> yePre ~>nd e l ev en wonths . 

v~P tt . :· n ·, lPt me - - t.h~ t -- t:~P t.' E c\ :>ne .... t.hr• t. Jlus 
t r.1s.hur.dred m11Uon t h !· t you ,Ju t out , w' e 1L :·ee t erdn;.­
:>r tne d Ry before yer t.er~ay ... t h is - -

y F "~ , ~:on day -- a 1··e e .t ngo . 

'!h~ t. y:JU ere i:n.o i•"' t:l '''t -- tJ --·· t by · r · • · t 'C) .., , • • • ~< en ..-.._t.r.)U 
eny ncr f!nFr.ce. 

... ell , th~t ) l UA t he f~>ct. t.hr t. t.he •reeident •:r,. nt.c 1..i'. em 
t~ cte> e p ,: ~, .. n th~ - - t :.e 'J're~< cur y 

Kee~ ~ 'rn thP G~ vernoent. •ebt. 

The r~vernment. <lebt. , :;tr . 

YePh . ·:ell, : -- t n.P t. ' r - - ~:~u ' v,_. f? t t. :: :.. ~ -- ~/JU ' v e 
;ot tete t:> be urcd •"t:tn - - <r.en y w nee~ ~J , r·nt1 
~·hflt!:Er it ' !: utec n,,. r :v~ y )u dl nrT ':": .. e Pr·.:r~· ~Lnr-:• ce 
1!"! ·-F- rch ~ :-e- :: '>U -- : LJt-f' r., •J:et.:..c~r :·:»·.:. - - r.te t.:.. t r Y )U 
..:;'.) n~-r :re~sur~i f1nc;:c1roc; 1n : c.rc!'". ' :1-d · j ~: ~F l~ t t>r, ' r 
Q.) t..-.1~ :'lJ'r PO? ~~SF t. t. Ui) - - 1t. ·:>ef~ ' :. --

.. 1 

1 
~ • f v,... >:' s.r,>:.-t-r - - !l'· )f Jne s n · a _ t. c !! x ~.. one f •• ~ "" • 

hPlf P dozer. ) f the :>tr.er . 

It • 
6 

six 'll' 'ne an~ i11\lf' s d ozen :lf t i'.e :>tll~r . 
' you tnc r "" ee t.he .lubllc d ebt. le t er 

In other \"rJl"'Q S , ... ~ 
1net eP.<' :>f noYt? 

Th~> t 1 s rish t. . 
. ,. - t.h E< t. -- t.~' t -- .-ell , : su~,>:>Ee 
n.nd, J.a. c J\l. se , d • ··e :)ree1de-n · .tn, ,..E r!'l .. :.. 
,:>lit. i c e l C\ueet.ton 1\n ... · ~ 

· • t. I c:>n 't. . vent.s ~n - . 

t.!'.e 
i.e 
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Yeah. 

~ell, all -- all right then, I ' ll --

I just wanted to make aure - - we work through Allan 
Sproul, and I take i t that that ' s accept able t o you. 

Well, t hat ' s -- yes , sure , bec!'uee t hi s isn 't a ques­
tion that requires the short- term i ssue . It isn't like 
putting out e bond issue . It isn ' t l i ke a blg refunding 
ieeue, and it's a new issue. It ien ' t anyt~ ing tha t 
~e •ve got 1n the portfolio either. 

Tha t's right. But I just ~antec to be a hundred percent 
sure you knew about it. 

~ell, that's a l l r ight . 

All right. 

"Jell , t hank you. 

All right . 

Good bye. 
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FEDERAL RESERVE BANK 

OP' NIEW YORK 

January 30 , 1939. 

Denr lllr. Secr etary• 

Corporate security financing made little progress this week, 
to tel issues being about $11,000, 000, 1110atly for ref\lndine , A second 
luge iesue hc.s appeared on the horizon however. In addition to the 
North .IJ:Ierican Compe.n;:r financine , totaline tlos,ooo,ooo, it is now re­
ported that the Pennsylvania Po...,r ar.d Light Co1:1pany cay float 
$100,000 ,000 of bonds for refundine durir.g the next 110nth. The North 
American Compal\Y issues of ~70,000,000 of 3 1/2, 3 3/4, arui 4 per cent 
debentures and $35 ,000,000 of preferred s tock ia expected to be offe red 
Wednesday or Thursday of this week. 

Arrangement for sale to banks of t2 , SOO,OOO Pan American Airways 
equipment trust certificates was announced last ~eek. The first financing 
of this kind to be secured by airplanes , the issue apparently will be car­
ried as a bank loan and hence will be excluded from our eecurity totals. 

llunicipnl bond awards last week eJDounted to about $10 ,000, 000. 
New York City is to award $30,800,000 of long term tecurities tomorrow. 

The recent decline in bond prices , generally ascribed to European 
conditione, ia not as yet reported as having affected new securi~ flota­
tions , partly because fe1r issues are r eady to a ppear. Distribution of tbe 
Cbeeapee.Jce and Ohio and Central Illinois Public Service Cocpany issues, 
a good portion of which bad to be tucn up by underwriters l e!t !!lontb, ie 
!dd to have advanced fairly near to co•pletion during t he last nelc or eo, 

eo that underwriters' inventor lee are ll$1'in verY low. 

Ron. Henry Korgentbau, Jr., 
Secretary of the TreasurY, 
Treasury Depert.Joent, 
llaah1ngton , D.C. 

Yours faithfully, 

Regraded Unclassified



Regraded Unclassified



::Js t te:_ 
On the instructi ons of the Secretary 

to-day the original of this was turned 
back to Admiral Wae~che by Mr. McReynolds . 

Mr. McReynolds also gav& a copy of this to Mr. Gibbons. 

MeR 

Jan. 25/39 
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Washington. 
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:Mf 340 

GRAY 

London 

Dated January 31, 1939 

Rcc ' d 4:10p. m. 

:?OR TREASUJf£ ?ROM BUTTER\'IORTH. 

ThE SpEEC!lES of t h E Chairman of t h E biC fiVE banks 

werE deli vcrcd this year durinz n period (January 19- 20 

inclusive) somewhat unpropitious f or thE optimism and 

cornplaccncy which usually charact erize t h ese annual 

dissertations . nevertheless thoush hardly to be 

described as optimistic t h ey cannot be called pessimist ic . 

Comments on t h e manae emcnt of t he s t crlinz cxcbanc e 

all expressed both approval and complacency. r:cKenna 

( ~idland Sank) devoted most of h is speech to p r a isE of 

mano.acd currency, describEd t hE :ncthod by which internal 

crcdi t condi tiona arc insulatEd fro'n thE Effects of 

internal capital movements and said " to this extent at 

lco.st rt£ h o.vc b ecome masters in our own house" . Beckett 

(:'!cstmin>stcr Bank) considered that in th £ experiences 

of 1938 "the exchange equalizati on fund has proved i ts 
•orth 
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worth as a dEfEnsivE wEnpon" . CnmpbEll (National 

Provincial Bank) aftEr Emphasiz ing that the mnnagcmcnt 

~41 

of tilE country's currency was n formidable task considered 

t hat thE gold accumulations of thE exchange equalization 

account in previous years had enabled t he British 

authoritiEs "to dcsl s ntisf actorily with the withdrawals" 

of recent months . FishEr (Uilrclny•s Bank) cons idered t hnt 

the outflow of cnpi t a l in 1938 as contrasted with thE 

inflow of previous years had tceted the new machinery. 

Such r eferenc es ns were mnde to the restrictive measures 

takEn at the end of l 'J38 showed approval of the govern­

ment's action. Lord Wnrdington (Lloyds) contrasted thE 

finnncial problems of Augus t 1914 and September 1938 

and referred to the fact thnt al t hough •nearly ~100,000,000 
of gol d " was used in defending sterling in the autumn 

crisis only minimum dis turb:1noe wc.s enuscd to thE banking 

system. 
He regretted thE fall in the clollar-stcrling ratE 

but noted that i t did not wealccn t!1t tripartite agreement 

t it rEcogniZEd as not deliberate and 
v1hich meant t ha was 

i d this Point becausE there were 
said that hE ED'phas ze 
voicEs in favor of dEliberatE deprEciation on thE grounds 

that 
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tho.t stErling was ovEr-valued while in fact he con­

sidErEd it o. fallacy to explain the coursE of British 

tradE with the rEst of thE world by refErEnC E excl usiVElY 

to thE sterling- dollar cxchnngE ratE . HE says "'h tErling 

l!ID.Y bE ovcr- vo.lu: -1 (* * *) 'but the ovEr- valuation is 

prEsumably in rElo.tion to thE currenciEs of thE countri Es 

from which i1nports c·1mE o.nd to nhich exports havE dE­

clined ; and t hE Un~tEd States is only one among a numbEr 

of t :1ESE . Moat of the EmpirE ond stn•ling area currenciES 

have bEEn mo. i nto.incd at a discount in terms of sterling 

evEr sinc E t h E extensivE devaluation movEmEnt of 1930-33.
11 

HE further considErEd it a fallacy to explain thE 

stErling- dollo.r r e tE by rEfErencE exclusivEly eithEr to 

British or Amcric~n forEign tradE bEcnua£ it dcptnds on 

thE O.Bgrcgatc of transactions bEtwEEn thE ~tErlin& and 

dollar arEas as a wholE o.nd only a frnction of thEsE 

transactions ar E commcrcio.l, cnpital mov: o1Ents out-

f trnd' , whilE o:old cno. i!:o.l to thE UnitEd 
WEic;hine thOSE 0 ~ o "' 

s t ates of fsEt thE EXCES:I of i mports front t fi.'\t country. 

Of -xport t r adE to Sr itoin was again 
ThE importancE o 

strEssEd in all thE spEEChES but thio yco.r ' a comments 

in tb£ appr oval Exprtsscd by th£ ChairmEn 
arE oignifico.nt of 
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of thE \'ltll tminstt r and Lloyds Bo.nlcs of thE points mndt 

by Hudson ( third par agraph No. 13, January 4, 5 P• m, ) 

in rEspEct to tht measures which should bt taken to 

meet subsi dized and unfair competition, especially 

from GE~~ny. Beckett advoco.ttd bulk selling as well 

as bulk purchasin6 and furthEr stated that "our in­

dustriES cannot hopE to com~Ett successfully in fortizn 

mo.rkt ts unlEss each is oreanittcl to apco.l< , to nccotia t t 

and to bar~;;ain as a unit , " Wi:ilE thE ot'1tr bank 

chairr.lt n did not go quitE so far or l~tntion so specifi ­

cally thE stEpS which should bE taken to assist thE 

Export tradE s, most of thtm rtfcrrtd l'lith approval to 

thE ,
0

vcrnmtnt r a action in t:<tEndin~ thE t xpo.rt 4 d1t 
b • -tk~~ . 

dEparte£nt 's r esourcEs and scopE and to ~~, tht 

Ptdtration of British Industries and thE ChambEr of 

Con~trCE to export problems (la~t para~raph of No. 75 , 

January 19, 6 P • m, ) and a~nitttd that othEr steps mi~t 

bE necessary . 
on thE balancE of payr.1cnts 'situs tion apart from 

pointin~ out thE reduction in thE adve r s E ~crchandist 
balancE of 1938 and cmphas1zi~5 ~~E nttd for cxpandinS 

exports thtrE wert no comm£nts of s150if1canct except 
that 
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of 
that l.lr . ~icKenna who considerEd that/in eo far as 

Britain is accumulating stocks of raw mater ial s and 

foodstuffs shE is mErEly Exchanging onE kind of asset 

for anoth Er s~ that the effEct on thE armament 

prosrao on thE balancE of payments though cvidtntly 

adversE is not necessarily so in the long run . 

Th£ need for an incrtascd supply of treasury bills 

for th£ smooth working of th£ London monc;r mar~:t t and 

th£ desirability of financing a rcosonablc amount of 

armamEnt ExpenditurE by borrowing wErt poi nts also 

mentioned in most of thE sptEchES o 

ReferencE was madE in thE spctchts to tht hopE 

that rEcovery in America would stimulate British 

businEss tbrougb its effect on con~odity prices and 

the \"/Orkin:; of the Aln£ ric an trade agrt cmcnt. On thE 

businEss outlook in thE Unittd ltin[;dom t he usual attt opt 

to look on the bri$httr aid£ was evident in all thE 

speechES but thE grounds for this optimi sm wert anythlns 

but spe cific . 

c ~ 'I I l :> i ' I 

Ill'}. 

RC1r'l • •a·•· t• •~ ••l v•··~ ~7· 

·'-'--··· . - .. 

JOHNSON 
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