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GROUP t!EETING Februar y 1, 1939. 
9:30 A. 14. 

Pr esent: 

H . ~J .Jr : 

Hanes\ 

H.:t .Jr: 

Hanes : 

H.!LJr : 

Taylor : 

H. IJ .Jr : 

Taylor : 

fi . I.[.Jr: 

Taylor: 

J.lr . Gaston 
Yr . Hanes 
:..tr. Taylor 
Ur . Foley 
Ur . Bell 
!Jr. Gibbons 
Mr . Duffi eld 
fl!r . Baas 
l!r. McReynolds 
Mrs. Klotz 

(White House tele,hone) Hello. Yes . I ' ll be 
t here; I 111 be there . Thank you. 

Five minutes of ten. 

(Spealts aside to Hr s . Klotz . ) Yes . 

(Whisper::: to !Ar . Hanes . ) 

Sure . 

Excuse me . 

I ?:ant to expl e i!l it to you . I want to explain 
it to you. 

Sure . 

Vlell , did you get lots of game? 

Well , I was out looki ng for them every day. 

Did you try to f l y back? 

No. I f lew down, but I didn't fly back. 

I knew you did. When I saw ),(orxl.ay that !drxl. of 
weather and no Wayne, I thought you uere ice
bourxl. somewhere or other. 

Pretty nearly. That was an awful storm dovm 
t her e . I left Monday afternoon. Nice pll\ce to 
get back from on trains . 

1 
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Gibbons : 

Hanes : 

Gibbons : 

Hanes : 
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Hanes : 
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Ranes : 
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But you didn 1 t a ttempt to come back by air? 

No. 

You got anything, Ranes? 

I want to speak to you about t his aft er t he 
meet ine; it •s another one of t hose Louisiana cases 
t ha t Senator Ellender ~~s been calling about; I 've 
got a memorandum. I wont to speak to you about 
it afterwar d . 

Does t hat happen to be Shushan? 

Yes . 

Senator Bilbo says he 1 s moved over to Uississippi , 
and he ' s called ~e . 

I'll read t ha t oemo for t~e benefit of t hose 
here . 

"Senator Allen J . Ellender called this afternoon 
ar ound 4 : 30 p . m., and as lced t hat you be &ive:1 t he 
followin::; message : For eiLht or nine months he 
has been trying to get t he Treasury Depar tment 
to settle a fe~: of the inco1ue t a."t claims in 
Louisiana, and be hcs been as~ed by a cons t i t uent , 
Abe Shushan, to try ani! get you interest ed in his 
clair~ . Ur . Shushan 1.·11::. set tle for $80, 000. 

"The Senator 1mnted you to be sure and get t his 
message , so i n case you were asked about it, you 
could say that he had s poken to you r egarding it." 

V/ell, all I can say is, this is Mr. X, and we don• t 
like Ur . x. 
The sa:ne sort of thing we had before . I want ed 
you to know about it . 

Raving gone through t he pattern, do I have to sit 
in on another one? 

No, we 've got t he pat tern down, and I ' 11 tell the 
Department to handle it . 11Ur . X, I don ' t flant to 
do a nything else about it except what we have 
done in the past . 
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H.~.Jr: I ' d handl e it just l i ke Mr . X; I•d handle i t 
j ust l i ke Ur. X. 

Banes: That is all. 

Duffield: I •ve nothing except I want to r epeat that I 
think a courtesy call on Senator Glass is a 
good thing today - just a courtesy call. 

!!. :!.Jr: l'lell, H you • •••• 

Duf~ield : That's sub j ect t o his (Mr . Hanes •) rat ification. 

3 

!!.!!. Jr: .AJ.l right, af ter I come back from the White House, 
if Hanes thinks so; it's up to Hanes to tell me 
so because you said you took thnt up yesterday. 

Sanes : I have been talking to Gene about it this morning. 

licReynolcis: John said he 1d like to have a copy; he•d like to 
look at the memorandum dictated by Crowley, dictated 
for your diary. I think he ought to see it, a nd 
see what •• •• 

H.Y.Jr: Sure, sure, sure . 

llcileynolds : We ' ll eet that for him. 

c .~ .Jr: Absolutely. 

!l:cles: I just want to get up to date; I am not familiar 
with what is going on at all since we had t hat 
lone conference . 

H. li . Jr : I have had other deals wit h Crowley; I sent Jlac 
over t here, •.vith a stenoerapher, t o take it down, 
so there could never be any question of what 
happened . 

&lies : Leo asked - said he wapted to see us today. 

llcReynolds : It isn• t very long, but it•s very br ief and very 
satisfactory . 

Hanes: I jus t want to be familiar with what is happening, 
that is all. 

Duff ield: There is a copy of the bill here . 
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McReynolds : He didn ' t want that . 

Gaston: Elmer Irey wanted you to know that they have 
got the men down i'roc New York, am t hey are 
pulling out all the Kartin D. Manton tax records 
and going into it thoroughly . 

n •• l . . Tr : 

Gaston: 

B. :t . Jr : 

At three o 1 clock this ai'ternoon, ah - Alsop and 
Kintner? 

Yes . But you 1 l l have to t alk to me about it 
again. 

Yes . Those are t he t hings they wanted to look at . 

Mac , do something i'or me; I was going to 
do it; will you call up :a . \,allace a nd tell hie 
I aro terribly sorry I can • t come at t uelve o'clock . 
i.!r . ?arran is receiving a 111edal a t t~·:elve t <lirty, 
a nd he can ' t come either. See? 

i!cReynolds : T11elve o 'clock. Nei th .. r you nor Pnrran. 

H. :I. Jr: 

Taylor: 

No, but tha t !.lr . T3ylor will be very gl ad to come 
if he wants h11n. 

(Noels 11Yes . ") It• s on agriculture . 

_!cRc;•nolds : ll9.ve hiD coi"le at tr:el·~e t oday . 

!i. :!. Jr: Ii' !.lr . Tuylor i s here . 11allrtce has a plnn to 
incr ease food consumpti on; you are carrying 
Ac;r iculture for me from t he Tr easury . 

14cReynolds : Anything goes , under AgricultUl·e. 

B • .f. Jr : o. !<. Now, \·.ayne, I ' ve been waiting f or you to 
come back. If you've &ot a pencil, I ' d li:te 
very mucll f or you to take, a s your baby, 11hip thee 
into shape, and when you 1re ready, ~e 1 ll go to 
see t i1e President. I ' d li:.te you to t ake t helll 
t'lrou&'• on the Hill and see them through. 

One is t he t ;u.ng mentioned in this Budget Message, 
that we get the other lendin& agencies into the 
form of Co:runodity Credit . That bill, I t ake i t, 
Fol~v · ~ got it r eady. 
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The other thing is what I call my Conservation 
Corporation - t he selling of issues for T. v. A. , 
Boulder Dam, and t he rest or them. 

That is ready too . 

I 1d like you to take those, ge t t hem into shape 
in a couple days so I can say, •Ur . President, 

5 

"e are ready to have you go over them. • J ust t he 
way Johnny takes t he tax bill on the Hill and sees 
the 11hol e thing through - soup to nuts. 

I 1d like you to do those two . Is that all right 
with you? I n other words , they ar e yours; wheJ; 
you are ready, I 111 tell the Pr esident we •d like 
to come over and have him see them, and so for th 
a.nd so on. Huh? I •d like to just band those 
two t hings to you, and it is possible - I mean, 
say to the Pr esident, oh, if he ' d s ee us, say 
Monday afternoon, ~hy we 1d be ready then. 

All right. 

0. K. , \'layne? 

(Nods "Yes . •) 

You lmol7 what I am talking about . And I've talked 
about this to Johnny, and Mac, and t hey thi~ it 
is a good v:ay to move, nnd then t he other 
thin~ , Herbert Feis was a t the house l ast night , and 

"l'lhen is t he State Department ready to t all< to 
us about Brazil?" As of l ast night they are 
not ready; they haven ' t finished t heir thinking, 
and you haven•t lost anything on t hat . I said, 
"Please now, don •t do what the St ate Department 
does -- wait until the last minute and say, •Ber e 
i s our plan.' " They are covering t he whole map 
of foreign exchange - E."!:port-Import Bank, Central 
Banks - t hey are doing the whole busi ness, and as 
or l ast night they are not ready - not yet ready 
to see us . AnC so I am waiting - the Trea sury 
is waiting to bear from t he St ate Department. 
That is t he status . But when t hey are ready, the 
whipping of the thing into shape, and all of those, 
I mean I expec t you to sor t of head our ovm com
mitt ee if you will. See, Wayne? See , t here are 
three things I am ha nding you today. And there 
are a lot of cables on your desk waiting, about 
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Haas : 

Gibbons : 

!1 . l.Jr : 

6 
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Brazil. They ' ve corJe up, buck and for t h, and 
everything; I sent them all in to you . 

(Nods "Yes . " ) 

All right ? 

Fine . Archie and Harry away, or are they •••• ? 

Oh sny, Archie is ~ui tc sick; it ' s all a r oune . 
I hnve been in and out of the office and bed for 
about ten days myself . And when you get i nto the 
thins , if you want to lcno11 more about it , I a::1 
available . 

Ceor~e, do you thi~ eleven o'clock Thursday 
you'd be rea~· for th~ first ~eetinr on Social 
Security, based on the t memor andUD !.!.r . Brown gave 
us on • .. hat I've eat to say yes or no on. 

I. h..'\ t Al t;neyer gave you? Yes . 

You ' ve ,;ot to be , Georse ; that ' s a ll ther e is to 
it . 

Tho. t was wlw t I 1.as c;oin& to a sk . 

You•ve got to be; I can ' t wait any lon!>er . 

1:e wor::ed on it yester day. 

Ctn you be her e , Dan, :: t eleven o 1clock? Any
body interested in Social Security is invited to 
hear Professor Haas give e. l ec ture . 

Tomorro1. . If you slee~ in your c l othes and they 
look mussed up, I ~on • t criticize you . 

Th·nk you . 

I f ound you ' d gone all over the situation a s far 
as Hennett Field i s concerned, on t he air pl ane 
failure to ge t down. 

Yes . Vlell , the least said about that the better; 
I told Admira l Vraesche the Coast Guard let r.ro down 

all rieht. 
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Yes. 

And the President had t he memorandum from Bell 
asking for these three cutter s and fifteen planes, 
and brought it up yesterday in front of Ucint1~e, 
and Uac sai d , "Didn1 t you want to take it up wi th 
t he Secretary?" And be said, "He would go to 
Boca Gr ande . He wasn 1 t around , so I just cut it 
out . • 

That is about t he story. 

It was the story . He said, "You will go down to 
Boca Grande; how do you expect to get your three 
cutters and fift een air planes?" It 1 s t he truth. 

~cReynolds: I don't even think it •s funny . 

H •. l . Jr: Vlhat? 

McReynolds : I don•t think it's funny. 

H. l.t . Jr : He said, "You v;er e away . 11 

Bell: 

H. ld.J r: 

Gibbons: 

H.M. Jr: 

Gibbons: 

H.:!. Jr: 

Gibbons : 

H.M. Jr : 

It wasn •t brought to his attention. 

He certa inly didn' t nl ace the blane on you. 

Ah - ... 
You mind if I keep moving? Is it icpor tant? 

No, I •ll talk to you s ometime again about Coest 
Guard . 

No use talking; it' s your people , and those people 
down ther e ar e just not on th~:~ir toes. Now 1 I 
told this fellow Waesche, and I told him over a 
year o.go to t ake von Paulsen or r active flying 
duty, and he hasn•t done it . He is still flying 
peopl e . 

I didn't know that. 

Just because he is a pal of his, he doesn't do 
it and these people up there - if they'd been on 
th~ir toes they'd gotten a plane down t here. The 
only reason I didn' t say anything more i s because 
t hose people were saved; if those people had been 

• 
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drowned, it would have been nobody •s fault but 
Coast Guard ' s . I t ' s t he mos t outr ageous per
f or Jlance I ever saw. Waesche doesn•t defend it . 

He cnn1 t defend i t. 

I saia, "If you ' d gone ao·:.11 there and gotten 
those neoolc, I could (;o up on t he Bill and ask 
for three cutters and fifteen planes . There •s 
no excuse; I don• t ge t tha opportunity nol': . They 
fuss :~round -why don•t they put a man up there? 
It •s your people . 

I kn0\'1 1t is . But I didn 1 t know anyt~int about 
putting Paulsen off . 

Paul sen ,·:as suppo~ed to h:-vc been ta:•e:-t off. 

I didn ' t t alk to you about it on account of your 
throat C<.'ndi tion. 

I d id 1t t he same dny; the same night . I wanted 
to lmo·.: where was Coust Uuard . The only reason 
I h:•ven ' t fired soMebody is because the people 
lived, but if t l10!le people had drovmed, -- 1t was 
nobody 1 s f ault but Coest Guard ' s . Absolutely 
noboc!y 1 s f ault but Cons t Guard's . 

Of course they haven ' t got - t hey just had th~t 
one old plane t her e; they should have so.ne more. 

They had t he nev: Hall aluminum plane . 

They had one brand new plane . They didn •t even 
fi nd out hor: many people v:ere to be r escued . 

\'/ell , the people lived; no use getting excited, 
but I hone - I mean, H t hey h.:ld died , tllen v.e •d 
have hi-d. a nice invest16ht1on a nd v:e couldn ' t 
have excused ourselves at all . 

All rit;ht . r:ell , the only t hing that annoys oe, 
I didn ' t kn01~ about Paulsen. 

8 

The s t ory was , he vms attached to a i d Secretar y 
Ickes and Mr . Hopki ns when they had that boat , ond 
Paulsen was s o drunk they hl:.d t o put him to bed; 
th;\t was while he was a ttached as Aide to Secretary 

Regraded Unclassified



Gibbons: 

H. 'i , Jr: 

Foley : 

H •. I . Jr : 

Fol ey : 

H. ! . Jr : 

T~ylor : 

H. ! . Jr: 

9 
- 9 -

Ickes . I said, "f. mlln who drinks like thAt when 
he is an aide to a member of t he Cabinet -
remove him f r on active flying ." And when t hey 
went to sea - of course, Hopkins backed do1m on 
his story . 

Does i'laesche knov: t~t? 

Oh , he knorts c.ll about it . I s a i d , "If the can 
i.:; so drunk he can • t show U? for lunch, " I said 
"tr.k.- hi m off flyint. , becaus e ," I said, "the ' 
first t~n'<: yoa know he •11 be f l ying when he • s 
d runlt and kill some people ." Then Hopkins will 
say , " I told ~!orgenthau the fellow v:as drunlt . n 

(Uios Chauncey brings i n a tel egram . ) 

Ju:;t a :uo::~ent . 

( R. t • . Tr. and ~!rs . Klotz discus s telegr ac . ) 

Ed? 

~. e asked the Depnrtment of Ju::: tice for an opinion 
on GerL~an countervnilin4 duties , 11<1d the thing was 
prepared and r ead t o u& ove r t her e , ane no11 I 
find t~t Cumnincs put a memo in the file th~t 
you didn• t uant the opinion, and the matter l':c s 
dro ·>pcd . 

I did!'l ' t 1;ant it? 

That i s \tl'Ut Townsend says . We couldn ' t under
stand wh.v it d i cin•t co:nu ov.:r . 

Triple confid~ntial - triple confidential, Sumner 
\'ielles asked the Pre!lldent to ask t he Attorney 
Gener~l to hold it up until t hese negoti!ltions 
1·.1 th - wha t is the man' s rome? 

Rublec . 

Rubloe; and CUJ11Clin.,;c tJ' f •· n:;~cif that t he 
President asked him to hold it up . So I ~ve 
chec lted tha t , and th."t is correct . Cwmnincs told 
me the President asked him to hol d it, and Sumner 
'.'.'ellos told the President to ask rim t n hold it . 
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You sent some people dol'm t he other day ,;ho were 
protesting because German hammers and horse 
shoes were being dumped in this country. Vlell, 
1·:e had t his - we can take ca r e of it . 

o. K. It 1 s t he President of the United Stat es . 

You r an into something? 

I \\anted you to !mow 1t . 

V. ell, no~; you kn01. too . (Lt:ughter ) 

They said t he Secretary has a note to hold it up. 
I said, "Our Secreta r y?" They said, "Yes . n 

No . I haven't got dnY docuoents to sho~ this 
time either . You will ju:;t lu:ve t o t a!!:e ::zy llord . 

That is probably Chit in t here . 

There ' s some memos on Cus toms and Internal Revenue , 
on Manton . 

You lJanton boys 
got airplanes . 
Pr esident about 

see me aft er1.ards . 
I 1ve GOt to go over 
air pl anes now. 

I have still 
and see t he 

The other thing, t here is a dispute in Chicago 
t !lat has co:"ile up bet 1·.een the Alcohol Tax agencies 
and the District Attorney' s o:rice out there . I 
T:ondered i f you v-·ant me to talk to Bill Campbell 
about it . 

Better wait a minute . There is a lone; history to 
that. If t her e !sa dispute about that ••••. 
Again gettine r eady for the Annenber g trial . 

All r ight , I guess I ' d better go . I ' ve got one 
of the t oughest j obs this morning I have ever 
had . If I seem a little excited today .. .. I 1m 
going over to see the President . 
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,..,. tl"'lll' ,....., 

(Signed) H. Mor~t ttthau, J r. 

-·-

11 

Regraded Unclassified



"l:Jr: 

'perat?r: 
R.obert 
ro:agner: 

~::.rr: 

VI : 

:.r::Jr : 

.. , . .. . 

:.Z::Jr: 

.•. .. . 

r.: :Jr: 

'.'1 : 

;;, .J !' : 

:..::.rr : 

"f : 

ill :Jr : 

W: 

Pello. 

Jus t a 

:lello. 

P.ello, 

'.'lho i s 

Yeah . 

Hello . Hello. 

minute. 

Bob. 

this, P.enry? 

February 1, 19~9. 
10:57 a. m. 

12 

Well , gee, I didn't want you to set on t he phon" firs t 
being a -- a Cabinet officer, you know, rhy --

Say , listen, I 'm eo used t o s i tting a r ound and waiting 
tor you Sen~tors it's got ten t~ be a ~leasure. (Laughter) 
I thought you ' d li£e to ~ow we're caki ng Schwart~ 
chairoan. 

:)h , well, that 's nice. I -- that's awfull.y nice. !!e 'e 
an old friend of mine end --I'll tell you wha t he is, 
one of those deed s t r aight fellows , you know . 

Yeah . 

I know them when they're straight and I know them when 
y~u can ' t tnts t the~ either. ~e 's one of t hose dead 
s traisht fellows. 

'llha t do you mean , "dead strai ght•? I ' d like them alive 
and stra i gh t . 

:'/ell , -- ~th -- ! used an unfortun~tte word, but you c1111 
absolutely depend on his integrity, don • t you knov•, and 
t hPt ' s -- tha t ' s a Jot. 

Well , 1f you'd say he ' s a live and atra1ght tha t r ould 
sound much better. 

~ell, I ' ll -- I ' ll ~ake it. Yes , I'll -- I 'll put it 
that way. (Laughter) :lenry, are you in any great 
haste abnttt your StabiliZation Act? 

~ell, I'd like it to go along - -

Yeah , 
you. 
gotta 

well I -- di d -- I told Glass to get in touch with 
You know he'e Chairman of the Sub-comr.t1t toe, and I 
k1n~a so along with tho, you know --
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Yeah, well 

Feed it to him a l ittle bit. He ' s - -

~eah , I say - - I mean 

Yeah , you under stand , 

::ot today or tomorr:>w, but I'd like it to go - -

13 

~eah. I had a talk with him and he 's a little bit 
d:>ubttul. Y:>u might -- about the devaluation propoe1-
tion. 

! see. I see . 

"'hat do you -- how do you !eel about th~t yourself ? 

-ell, ! t hink ~e ought to have it. 

~:>'..1 do? 

Yes , JuFt to use in case some o f these countries don ' t 
oehave, t o hold it ovPr t helr heade ne s club. 

~eah , I think he had en idea th~ t you could do it with 
'he Stabilization - -

Act. 

t his 1s a big club to use --

~eah. 

To shake 1t but never use it. 

::on -- well t hen , you ' d be r eady on thtit when he - -

Any time . 

~e - - he kind of r.ill fuss with that a l ittle b it, you 
eee? 

I get :tou. 

All rigbt, Henry. ThPnks a thousand t imes . 

T'niUllt you. 

Thank you. Good bye. 
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Februa ry 1, 1939. 
11: 30 a .m. 

'i:iJr: Hello . 

Oper~ t~r: Sena tor Pittman ca lling. 

":;.rr : ') . K. 

') : Go Rile ad . 

u:·Jr : . .:.11 riS}lt. 
Key 
?ittoan: ~ello. 

~::Jr: ~ell;J . 

? : ::ow are you, !'r. Sec1·etary? 

::::.rr : Key? 

? : ~ea.h . 

;:: :.rr: Eor are you? 

? : 11"ny , ! 8UP908e tha t you may have had called t o your 
attention ther e a resolution i ntroduced by -- by Senator 
Townsend , and it wa s ref' erred to the Banking and Cur
r ency Co,nmittee . 

":.Jr: 7ell , I eav• the headlines , but --

? : - ell --

:;:.Jr: 'Ihat ' t Pbout all I kno., about 1t.. 

? : ~eah. He is asking tha t n 69eci e l comnlttee of the 
Senate be appointed fo r the )Ur;>ose of -- of investigat
ing the -- t he Si lver Bill and all matters connected 
wtth 1t. So I v•anted t o e t~p t lu< t . 

':.::Jr: Uh- huh. 

? : .;nd 60 far heve been successf ul in stopp i ng it. 

:;::.rr: "Tell, wha t -- .-hat woul d you lUte me t o do, Key? 

? : 

"::Jr: 

? : 

~e ll, I think we're go i ng to 
u~ here somet ime next week. 
f~r you. 

··•el l --

probably ask you to come 
Whenever it is conv~nient 

And bring up there the statement of all, 
sil ver bought end so forth. 
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'J . K. 

3ut n ">w ! -- ! etopped 1t by - - I ~eked them -- I he.d 
f our ex~ra ner oembers put on the~ commi ttee, so n ow 
it c "lM•iHF of -- of nine ~n<' >ut To,·nsend on h\mself. 

I .,ant ~o h ie ~tnc'. told !".10. : SPic' , 0 '7hp.t 1 r the uee 
of :tFving tv·o c:nr:~1t:.eee here? • ""'ell ," he Pf\1<' , "I 
'".<l.:lt 8. fl'll' c oom1ttee . 11 "'ell , I F!!.i<", "Goo , r ~on ' t 

;~nov• f'h! t f a irer c ommit t el? yoJ 1 ve .;ot . '' I said , '1'"e 1 ve 
got ::c"'P''Y on t il iE tiline; 11 n" he 1 e t he leP.d,•r of the 
nlnorit.v , ,..nd he doe~n 1 t come from the stl'. te th~ t ) ro
<1Jcec1 !n:; E11VP:" , so he ' s ccrtf1nly f s.1r . " An<' ! ea j.d , 
"'Jf CJUl'SE , , .. e ' ve r ot 3">r•h on here; he ' s Fnot.hf'r 'le;)ub
lico.n. : h ven ' t PctuPlly - - I 1r.t/lg1ne he ' ll be)!''>
silve r in eve ry rpy, n: tul'Pl~·," out t hen I eP1d , 11 "'e ' ve 
o;o t "> t :.er felb'f's ~n ilel't' thr. ~ chven ' t got 11ny c ilver 
in t::.tir s t a te H. ell -- "'•nni~ t o co v·ith eilver. 
3u~ ,M ! ~P 1 • "I 'll ; ut ln flur ro~re . d 

And ::: d 11 . I ut ':'ownseno ~n , and Radcl i ff e of ~·llry 
l~tn<l . Rf.dcllf!'eo ie a bFn;o;€ r ,, ii1Eelr , Pnd I put "' couple 
">f more fell;,v•!' ?n . "'e 1 v e "ot a C">t:l::littel' of n inP. . I 
thin t t h ... t. r t.:> .J£ - - ti:Ft ' 11. ft.=>.> the Eenr. in~-CurrPncy 
~ ~:..:: it.tee fr~r: - - fr~:I r e.nrt:.1n; i: i£ re£olut i ;>n ~ut, 
cut : ' \'t e- ~t t.:> -- !'Y c .. :Jt t.> t:~ t. t.he in!"':>rccttlon f?r 
~!- ~b1ut ~.,:1 t.heee _:>u:-cf.t Eer an t. !"~i n~~ ; :>th~r .. ·!Fe :.he:; 
"ill Her. . ..,,.. l'"h•t i.io~ neo~:t. •·eett r:>ul~ be c :>nvt>n ient 
f~r y .>u? 

Jh , eny -- !UIY r.l :ne th r. ::au SI'Y . 

'"ell , th~ t 1"111 <; i ve y?u ti lle t' d irect thee t "> brint: 
up Pe tH·•r 'e they cAn to ,<f> tl' these .'lurchE<ses . 

Sure. 

·-ell, y ou eM 1 t g e t. :.he~:~ -- :::~u can't. ge t thPil exPctly 
u~-t>- Pte , : rP~llz' th• t . 

:Jh -- : il:l~einl" t.te:: ' ve .;o t t.hem ·~;) to neceoob!'r 3let 
"'hie. OU€~t. t? be goo: em>u(h. 

'Jh , I t hink t.he;t 1 v e £ Ot t.h"m !)retty n!'ar U:l beclluPe 
they 1 V p b et>n •o ing 8 e):><' JOb in the t linE' , ;IOU :<now. 
Ev erY t1Cie '"C e•Rnt one :>f t hose fV•. temPnt.s t hey brins 
1 t. u·, t o ~>b out Eo r.1 ~nr.i1 back . . . . . . . - . . 
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~ell, I t hink t hs t ' s a good idea . 

S~v about Wednesday? 

16 

Well, Wednesday 1s the Foreign Rel a tions Co~1ttee 
day oeet1ng. We ' r e not having a~ meetings now if we 
cen bel~, you eee? 

':Jell , rlul t - -

I ~?n 't ~~t ~v meetings with t he committee, 

·'ell, <!o you "ant it Tuesday? 

'1'oe t? 

: t hinr. 7ueeday ~:luld be a good day . 

-~., t tl.oe' 

Jb, : ehoul~ say , 7uescay Nt ten thirty . 

·~nere r >ald that. be , Key? 

Jh, I ' ll uee the ~oreign qelattone Comnittee r oom here . 

YeE, e~-e . :•11 write you a letter and invite you. I 
didn't r~nt to C:l 1t until I found out when it' s con
ve~1er.:. . 

And ;nu Juet . .,ant me to come U!> and give you statistics? 

Yea, e? ahead and g ive -- ~·ell , Townsend will ask you 
theee queetione, you know . If he can ask the questions 
!ie ' 11 :>robabl y "'ant t.o lm:>>~ why you Pre buying foreign 
etlver; rh~t good it. does, if i t does any good; or any
~~1ng ?~ the kind , tha t' s --

:n ot~er woree , he h~d a long intervi ew the other ~BY -
9 cade- up intervi ew by somebody . I don't kn:lw ~ho made 
it U!>. 

-ell, : w'n't -- ! won 't a i d and abet him, I ' ll Just 
gtve hie f acts , and we ' rfl <'!own here carryi ng out 
csnd~te in c~ngress and will continue to do so. 
thl' t all right? 
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Yeah , but n~turally ~e 'd ~•nt t > ~;;~ y~et~·~ >~not 

you t hink the purchase of ~~7 ,~ t~E ~Jre~ El:ve r 
1e do i ng Pny good . 

,...,ell , --

~f course , as f ar a e ~a1:~ 1• ~l~:e~~. : £CJw ~ 
~ell it d i d good. 

~ell, I -- I ' ll hEve ?lent7 >~ .~>;:e 
oe . 

-.-
All t hf t money thPt t·ent t. J '::.~..e , :.=._; : ~eE!l,; Pe::t ::> 
pay for goods , di i n ' t 1t? 

Jf CJ UrRe it did . 

ro"ell , = .... ean, Y:l!.l -- y:Y:l ~::! : c::;
silvPr , .. e b:>ught. fr.J= :"!:!.~c ::...~~ ~: 

c:mtinue . 

: kn'~ 1t demn ~ell, a~d t~ -- ~ ~ ~: !!~·: ~~ ·~~~~ 
else l. t v·as certeinly a <:>~! t!:.~ :~;::-:. 

And v•e d 1dn 1 t b uy - - I don' t 
>f one b~tttesr.1? fr•~ : he=. 

.: . :- .. ~ ... -
- - - ,.. .J - f 

; s a oatter :Jf "Ect : t :-.L. · --:.:.~ : : ::= :. :.~~ :~e 
rec~~ ~ th~ t : ~~ve d1~cl)•e :~~ '~:~ -;~ : -- ~~ : ~v~~ 

bit =>~ stlvt-r th~t :::>:... ::~u.;~ :. !.:. :_:::.!. :..:. -E:= :.t!~ !..:: ~!~ 
c?UJ\try t? b·~t t>~::nrt.~. 

... ell, I c>uldn ' t --

Sy God, 1t ,. ent right u_;. E r: ..:rcua F ~E . --... ---
Yeah . 

But 

You be t here Pnd y:J~ hel~ -e >-: 

Jh, I will , of c>urse. 

~nd you ' ll find tha t I' ll ~e ext~ :k =t~-~~-

As a •a~< tt&r of fact , r •o ;;.>1::-..;: t> . -: >=. e - ~ 
actu~ry ~ht t I 've haC w~r ~~~ ~'~ ~=~~£ >~ ~!c ~·'e
I t.h lnk he ' s go ine:: t:J ch~- ~: -~• ~-.:-;~::. !.!:.'! c.• ' ! SJt 
sooe magn1f1cen~ curves . : t~~ ~~ · E £~a-£ ~, ~lY 
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t ha t -- t h& t every dacn bit ' o f t his s i lver th~ t you 
bought abr oad hae bJa&~t -- bought export s in t his 
cJuntr y . 

~ell , we ' l l-- you pu t ~1c ?n and ~e'll list en . We' l l 
~e s l ad tJ 11~ten. 

I t hin'. it sJee r~ght -- 1t goes r !ght up and do"n 
" i t b the ar.ount :> f ?UTchases . 

?or nePven& s~r.e , th~t • e ve r y i nt er esting . 

Yeeh , it 1c 1r.ter eeting. All right. 

'!':.an~ you , :>:ey . 
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R: 
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All right . 

:rello. 

Good corning, ~- Secretary. 

"e l.lo , ~:>n!' 1<1 • 

~o~ are you today? 

)h, getting over a cold . 

Feb~~ary 1, 1939. 
11:37 e.m. 

19 

''lell I heard you ' <i. h• d a cold and I hope it ' s better. 

What ' s your t1Jrry 1 

ur. :'E i nes t:cFsdden, l'lho ie \.he Secretery of the Geort;!e 
2en~ere ~ssociatlon and the publisher of the Southern 
5anr~r . one of the be\.t~r b~nkir~ r~gazlnee, i s in tor~ 
t~e ey pnd hie purpoee le to eY.ten~ to you the i~vita
t1.m of the Association t o -P.<te an adt' rese to t he:n et 
their annual convention during the ear ly p~rt of the 
mont h of !:ay 1•hen they v•lll meet in Sevpnnah , Georgia, 

:;y gosh ! 

: sincerely want to second th~ t. I hed t he )leae~-e 
of being Pres ident of t hft Aeeociati on et one tloe , and 
it if' e very representath·e BJ">up of bP.nkere tn<' t hey 
are n:>t only going to have their own sr">up, but a t 
tl:1c me<'tint; 1n Savannah they ere eek~ng ln to oee t. 
l'llth t hem on the l a£t cey the bankere of ~loridA end 
of South Carolina s• th~t y~u ~oulc have an ad~qUAte 
audience end a r epreeentative one, end they seem t o 
of v'3 P very high reg~r<'. for whit t ;tou have eccoc,1l1ehed 
ln e difficult position and t hey ere qui te anxi~us 
t hat lf possi ble you accept thPt 1nv1te t1on, pnd ! can 
assure you if you have never been to ss vennAb , ~hlch I 
eupp~ee y~u have , t hat lt ' s one of the rn~~t hospltbble 
and pleatPntest plecee ln the south t"> visit. 

-el l , all the soutc ' e nlce . 

'l'h~nks. 

~oneld , I -- I - - I'e c~ it tor anybo6y . I ' d do 1t ~or 
you, but I Juct can ' t comrn1 t eyself for next ;.:ay. 

Yee . 

It ' s 1mposetble . 
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Yee . : - - ! und~rstsnd your dif f i cul t y . 

;..r,d : r1Bh you ' <". tell them I &.>pr eclate it very , very 
~~c~ . but ! ' m no t oakinb any s peaking engPgeme nte. 

~·e! . 

- . , .. - ... ___ . 

:• :: ~>::-:-:; t hf t. y >u c an ' t , bnt I c11n underet~ntl hill" d1f
=-~~-.;::;. ~- 1~ !'>r e_nyboii.y 1n !'ny positl>n 1n 1'/ashlngton 
u t:-'1>- 1.ne~r p l ans t.h~ t f«r &head , but it is a nice 
e 1 := •. ! ~- c .. t.. . snC 

: ~ ~tc!. .. :. ~ 1t. ver:; , vPry ::&uch. 

r-"::i : -- ~>r .Jyself r>:.tl t' Prrange P.y ;> l EnS t> be .>re
~e~-- ~~ : :>u c>•.tld ec~e ,;t, eo thP t I o l ght h"V" the 
_: l e~~;:-" >~ be ln<; tl:er e "hen you v.·er e there . 

• 
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"":Jr : ::ello . 
0:'-I,.V 

·~ 1 vertns : :: e 11o . 

- · Yes! 

-: . ..:r: 

':.: . 

;:: :Jr : 

·~ .Jr : 

::erP ' ~ t .• e C.l.~e . _.;..E :. - - "i.. ::ob~nrt. , t.h e ?rce t.den t 
~chi !". e ' d fee:. Se::z:, :.l!"' -&.1~:~ . 

::ee . 

:.n:l: :'t<" , •: 1c ;: y,;. ~.:. an:r .• ol1 t 1c s t ;:> him? '' a nd 
::e ~e1d , ''5:l ... e . ~ : c~1-- , "' .. ell , r.-hf' t ~ b'JUt 0:)U6Rn7 11 

9') ti'.c ?t·et 1:! er::. E ~ =., ..; -- t.Jrnec\ t o Prank ~·urph.y Pnd 
1le ~f id , ''::enr:; ' E ?..~~·;: f:.u:ry . ~e v-on ' t t~ke thPt 
fella~ teca ~c e ~~ ~-~~ · ~ .P i d hiE i ncome ~exee . " So 
re FP''C t:.: .,.- ::.~-..., - ••..,•·eA C:~ - 8 "e~ ''<- 'r~h•l ')It '''ell .... , , I ., _ _., _ .,. .11 _.., - -"'""" "" "" • .... ,.._ • I 

Frar.£ ·~ur ... !"'.: · !ee:::-C ~' !:.!'1:>,.. all r b'lut l t.. 

:u.O. : rt=~;"~f! i :: E ~?~·Jl!" """ ,....PY , "Y~u better '''1t1t. unt 11 
: r.e C!rt.L ·11:1 -~ ~:.:· !.!!' :> vc r bt'ccoute t.he i re sen t. , .. s . 
::~ rehsol ~e :.-:k !!"::c:: ' ~ t..r.~ b i r t h'P,V ;arty f')r : Peea-
cbuF et t.£ . ( !...'"~t. or) .;.~,~ ::ur)hy see med t o :m a•' t hP t, 
but t.he " ~:' : !.~ !' t 1:. , 1!"'1Aemuc!: ~ ~ ! ' m bother1n~ you , 
ls t.:_..e ~!~ ... !.. -+er: t : ~1~ -:-r~::~ :·ur , hy to te!~e u:' the 
que>:.U;. J ~ -~"- 1~~ :;,·~· -: "nited St.,.tes : :a r ehal. 

so thE. L ' s t!:P. t.. 

Yeah. 

3ut I t h i nk, 1~ : =aJ ~·~e t he sugge~ tl;:>n, ~ s lone ~ s 
yJu sent ~~rd •~ ~e. : J u£t rJuld £1t. tigh t ant do 
n:n .. ~!.no · 
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- . .J~ : 

:: : 

··. :r: 

':,:. 

~- :.;r : 
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dell, ! - - ! Just -- ! th~"6"t ~e ~t~~r ~ey , wh~ t ! 
~·an t. a~ t o s e- t over t o you • e t, t !:.e n her da,y I th~ught 
t he ?resident uade th~ re~Fr~ t, y~u , eay1ng s , me t h ins 
t ') t h e e!!'ect , "~r ,,., , ::enry. y,•.1 ~ec!:ed !li.J beoau! e he 
~a1leG t , file his lnc,oe t ~x ~~r t eree ye~-s . • o r 
E >o~th1ns l i £e t hat. 

;_~d : t.h:>uobt maybe y,~ !:. ! t !:.• • 1dea, t hat it wa s t or 
t.~ee 6 1t rer er.t ::es.re. 

? , I -- ! j u st 

,~ c~~te , he fR 1leC t ) f!!e c~~ C! dL ' t ~l le un t il t he 
1~ve!~le0 tl~n sterted ~'r ~~~= -

:·>. !1') , : - - t.!le ?re£1de:-.t. s ~ 1 :" >!'" c c :>u=' l e ")!" :·•Pr s . 
: ~uFt. d! "r. ' t. .:=.ec :~ !.t. . : .! ~ ::':. - - ~ s l"Jrif" ~ e i t. l"'As 
~t~ ~~ ct~s ~ -- : S'~ ~t )f~ ~~ ~~ef~ ~~~ ~nt~ FrAn~ 
:>.~r._.cy ' F , : _! u5:. ,..!.:j,e! =..=r ,:~:.· ::e~r '~ j:>uean. 

::~c . el!., :> :' C Y..trs e. : ' .. :-.· : - - : :: ~ )!11:· t.:. ln~ , . ! 
::.e~ !' t ::. t Se!".!- t. 'r -'alE!:. ;.f.. ·-:-. : ~ -:; ::- :"11:- an~ t~'l/ t r.e 
-~ s here t:>dP;; ~r.·'~ -~lE:: t" ~ :=> !.~.<: t:> i :'ls1st ,r. hls 
a~ } :> intoent af collect>~, 8 r.~ : ~ :-,e~t caybe he c 1gb t 
c~l: y~u PnC - -

':'i:s:.t. ' s - - Ot' c aus!:! ~t. ' s - - _:. • s !.:'. ?!'?r.L :;urpQ:t ' e lap , 
1 n~ es t Fr ~e :•c c~ncerned , ~ : 'e >~~ ' f ~1ne . 

.!.11 r iS)lt . 

Yell h . 

" e ,...n,r t he sEi1d t. > ::t-, • •. , _ , ! E i.:O::e do:>r cl~eed 
~1S:.t?• : E A1~ , •YEs . ~ ~tEa!: , •J;~!ni :.ely cl>eed 
t!£i: t ? "' . K. fl ::~ t!' i .. , "'?.a\·e ,7:::1 g >t. any cand1d!. t es 
t~r the j:. e i:. ~.ln?" : ~e tC. , , . . ,:-.~: , .: u , exce, t I 'f"ftnt 
t-t!1 h:>t:~flt fe"l)vr ." ._.e F"1~ , · ,:.: r~~t. . " 
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Doee thet clear it wi th you? 

Yee. 

3ut wha t I t old you ab~ut bet~een the ?resi dent , 
: tur;:>hy end ~eelr is J us t. between ue , see? 

Yes. Al l rlgbt. 

£verybo~v elee hap;:>y ' 

Yes, I t h lnk so . 

Al l rlght . Thank you. 

23 
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Sol 
3l >oo: 

6 : 

3 : 

3 : 

'-~"Jr : 

3 : 

" : 

"::..rr : 

3 : 

"::..rr: 

3 : 

'i!'Jr: 

9 : 

~r : 

Yes . 

I YTB-rl t 7'l:l. t.;) 
Un1ted St.At.es. 

;)r: :..e.rci:. :2:. e ! ,,.::--G. -- • 
5eoa. t.e f::.! r...::.~ ~_, . ......!~ - · 
f1!~1e~ -~- ·T~:s~~ --

YeC. 

?e=-~-:: 1 . lw3~ . =: 12 ;> • .::;,.. 

:"'t-r =>: .. :.1:.z: ~ 4.tEt ,a&EeC. ~!' 
:!:..~:~:.e ~-=.t! ~dre-c!. c: 

~CEt'e '~E:e! ~::.~ ~:~~£ - ~Jr ~ ~e've -- •e :&T~ 
n~ a~~~?1~~~~:~ ·~ -~. ---: exy~ee ~~P~ ~~ ~~:~ 
h~ve-~Jui~ :e ~ :~:::~ ~~~!~f ~i ~~e !nvttsttJ~~. 
and : .-l::C._e:- •" • • .. : _:! ~ Ll: r~~:. -r1 ~ ,:r?u !..!' 7,~;. 
vrluld. ~~C.l.:r g!T~ :...:..t '\'-:.:-!. t:J ~:. ~e CjU~C. ~,~ :.::.~ 
Bureau J~ ?:--!.·-~!.=c: :.--:...:.: ::= !.::rl~..e :.~ ~r.s ~~!"' :a .. 

:• c. !:r.~e ~ ~ 
d::>n ' t ..:::J.-

.... ,.. . 

re:.l. a__ :"-C.~. 
., 

··-

·~-· --.J--' ::..&:-,~~-Y'es , 
! : •:: <-.- . :"':=!..:!:~ ::. Tf--:"" -·- -- -~ !.:. -&.E ·.:. "l .:.~:'"'e 
1n :a:;.- :.::.=.. -~ - ... :: :Tf 

·1e i:.sve 2. * -.£" 
... __ ...... ., ... --- - .... 

~ :::»~ =~ !t., ~! 

~ell , : •t: ~~~ J-~ ~~~~r~ 1:.'£ le£el. 
~het~er tt• s :~ea: ~ ~~-.. we.l._, . . 
Yeah. 

Sure . 

---- · 
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llr. Ta7lor ~clalowl~ tb.is .,.._ 
:zmication orsll)- 1n oonYerasticm with 
~. l:s.llat on 2/l/39. He al.so reported 
orsll)- to Secret&lT ~rgw:~tbau 2/2/'99 

cel-R 
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J WAIMI.CTO., D. C. 

y l'el)l'llarJ' la "• 1939. 

M7 dear Mro Seoretar,r, 

lD Bewley's abaence 1D JJew York I 

am sen& ng ;you the t'oll.owing con11.denUal. 

meeeage dated Januar;y Sl.at t'roa the Cbanoel.lor 

ot' the Exchequer:-

"I 8111 about to 1Dtroctuoe a blll 

"impl-Ung tlie atat-t •de ou 

"JanuaJ7 7th wh011 gold waa tranaterred 

"to the Exchange ACCount t hat Parllaaeo~ 

"would be aaked to deal. wl th the t'1duc1&J7 

"ieeue. The b l ll will proYide t'or 

"reTal.ulng gold 1D the Iaaue Depart.en~ 

"each week to curren~ aarket price, uq 

"gain or loea t o the Iaaue Departaeot 

"ao caused to be adjuated wlth the Exchange 

"Aooount. It gold t'all.a ln price t he Exc:h8.11ge 

"Account 11111at proTide reaouroea to 

"enable the Iaeue Depart.ent to keep 

Ua/ 

Henr7 Korgenthau, J r., 

United St ates Treaaur;y Departaent, 

Waahi~ton, D. 0 0 
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•ita books balanced aDd conversely if 

•gold rises i n price &Dy surplus in 

•aaaeta of the I aaue Department is 

•tranaterred to t he Bxohange Account. 

• on first r evaluation of one hundred and 

" twenty-au Jld.llion pounds of gold 

•remaining in the Issue Department (which 

"is of course at t he moment stil l carried 

"there at t he old par price of eighty-five 

" shil l ings an ounce ) the I s sue Department 

"wi l l show a surplus of assets of eighty 

"or nicety milli on pounds which has not 

8 been trana~erred to the Exchange Account. 

" There wil l t hus be no i ocrease in tha 

•total note i ssue due to writing up of 

'gold. The Issue Department will in fact 

•retain ita present stock of gold writt en 

"up to its new value of two hundred &Dd 

•ten or two hundred and t wenty million 

"pounds/ 

27 

I 

Regraded Unclassified



"pounds, but the tiduoiaey 1asue now 

•staodiog as a result of last J&Jiuaey ' s 

•traosaotion at tour hundred 111ll1on 

"pounds will be fixed by t be bill at tbl'ee 

"hundred milli on pounds. Tb1s latter 

•t1gur e ot tbree hundred million pounds 

"will replace the pr evious statutory normal 

"figure of two hundred and suty million 

"pounds. The bill will also deal with 

"seouritiss held by the Iaaue Department 

"but this is ot domestic i nterest only. 

" The Bill w1ll be publhbed here 1n 

"London on Wednesday eYening; in the 

"meantime proposals are being lalpt 

"confide ntial. " 

Believe me, 

My dear Mr. Secretary, 

Yours Yeey eincerely, 

28 

I 
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11:1 ._, •· s v·w:,. 

la '•"• shn n 1a - 'fOIS 1 

a• I p 6a.W o;r--"7 al.a\ "'- Uae C!r.pp Ill~ 

~-. s , a r :-

~ Qa ak~\ _ .. • 

• 'I "7 .... -- p14 - u.a.r.~ 

•·u.-... 

"''M "Mcx ..U 1a eM a.- .Depu·~' ..... -. ... _ __ , _fte, prt-. _, 

~·,.,·--"-L. U _.u hlla 1a prtce \c.e 

· ...---~ ,.,..,ndll ~ \o 
. _ ........ .~e .... z-~' \o k.Mp 

1\e/ 

a-07 lllol'a•.a... h-. 

t!Al t.e41 S \7'-e ~~--Uq>~ ~\0 
. ........ c. c. 

zeta •• 

' 
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•tt• lto*a llal.....S ..S e o••w17 tt 

•gold rlwe lzl Ja>to. • Y ~lae 1JI 

"---'• 0, tbe ~ !>e}l~U't1Mat le 

• tra!Uit.--ed to the 'txeb.UI;:. Ao4Htunt. 

" On t!Pat ...,aluat1 on ot OM ls.JD<12'ed aDii 

• tweut ,-et.x :dllloo pouude ot t:told 

• r-u\nt; to t he : u ue :lo;».rbleot ( wbieh 

• ta ot Ocnu"H at •l:Je =>IPnt e t1l OIIJ'l' ied 

• t twre a t t ba ol d par prtea ot elght,..rlve 

·ab1~ l~no• an :~ua:e ) the I aaue Dovartt~ent 

"w111 • ow • m r; •os e t u ce h or ei~::hty 

• , r D!oe~y :lllto ou d!l whloh hie net 

•~:~een treaer~ to tl'w :::XObe~e Account. 

" ';'here Wll l t !lua be DO lDCNaae \n the 

"~tal note l uue due to ..tUng up ot 

"-old. 'l'lle I uue Depa.-t.nt Ylll to taot 

•re~ lta preaeat atoelc o r &Old wlttaD 

-up to lta aa• Yal- ot tWD l:a.lDdN4 .a4 

,.._ ar twD ~ aDii tw•ty a1llloe 

•pnndef 

30 
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"poua4a0 tMt tt1a ftcNelal')' 1- -

•••• Uaa •• a ••nlt o.t Jan J_,..,.. • 
,....._.Uoo at t ow bwilidl'ed 111llloa 

"JHNn4• wUl M t1Md b7 tla btll at .... 

•bundl-ed a t l l1oo poqndo. !blo la._, 

•t~ ot Chr• bacSNd •111\oo poundo 

"wll l • •plooo t ho (ll'ov l ouo ototut or 7 DOI"DDll 

"fi31~ ot t.1 b\ln41'0<1 alll5 elzt:r alllloa 

• poundo. Tbo btll wtl l aloo dool with 

• oMUJ'1t t oa b9l4 b;r tbo Ioau ..>.·partl:lltP' 

• but tbla 1a or ~aoo~lo l at or oat onl 1 • 

" 'i'tlo d i U w' l t bo P'lbl1ahlld hero 1ll 

"Lo ndon c>tl .. e daea1o)' O'fOD1 116 l l o tbo 

•-two ;;r o onla oro ~1Dc llopt 

- couttdoDtla.l. " 

Bollo'fo ao, 

1117 ltftl' lilt'. SweNtld';r, 

l'OUI'o "~ otao•ol)', 

31 

( 1100) v. A. • !lALl.ft. 

Regraded Unclassified



~ ~ Ill'• 8eONt817 • 

IA Bewl-.r'a abaonoe 14 ... York 1 

• eeZidl.~ J'O'l Ule tollowlDI cont16eaUal 

••• .. • Ita~ .r ... o17 Slat t'r-. Ule C2waaoellor 

ot ~ sxallequrl-

•t - about to 1D\I'Odllee a b1U 

•t.pl-una tbe aut-t .... OD 

•J-.J7 .,\Ia n• aol4 au tnn.terrect 

" \o tbe Elulbana:e AOCOUD\ that Plirl1•ent 

"aoul4 be aeked ~ deal wltb \be tlduolar,r 

•1aaue. Tbe b111 will proY14e tor 

•reYalu1ng pl4 14 tho Iaeue l)epfn•\lllen\ 

·-• week t.o olll'l'ellt .. rlte\ price, UJ:1 

•pin or loaa t.o Ulo leau. Depara•t 

::.2 

•110 •-• t o be a4Jq\e4 w1 Ul the i>Xohoea:o 

"Aooowa\. It aold talle 1D prloo \ h e .Johns• 

"••-' _., proYlde reeouro .. to 

"OEable t.al.e Iaauo Deper'-' ~ keep 

1\e/ 

UOAo..aroblA 

l!eD1'7 Mora•Uw.a. Jr •• 

UJI1 \e4 1:\a\oe 'fNUG1'7 J)eplll'-\o 

'lf...U ..... Do c. 
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... 
•ua )o_. bal....S aid oo••"17 U 

•a-td rs ... s, 511>S.. .,. RJ"Plu 1.11 

"UMU ot tt. I- Depart ••• S. 

·u..t-d .. abe a-buse •-nt. 
"On tt.et ~uatloD of oae llllndl'e4 ..S 

"twenq...eu lllllloa P8'Q'Ide of gold 

•r-.tDlJ18 1D t he Ieeue Depapt.ent ( wbleh 

0 1e of OO'QPM at t bl --nt t t1l 1 OU'Z'le.d 

" there at the old par prtoe ot e1S)lt~tho 

" • h1ll1nga an our~o) the I e1ue O.partmeot 

"•111 e~ow • surpl u• a t 11aete ot elg bt,

" ar oloet7 adlllon pou nda whloh bao DDt 

·~ V.noterred to the B::lllohuso Aooount. 

"TMre w1l l t boo be Do l ooreaao 1o the 

"total DOt. bouo ~· to writl~~g ~ ot 

'\!old. 'l'tw x .. ae Depar~t w111 1JI fen 

•reta1a lh proooat otoolr of gold WitteD 

"11111 to Ue an value ot tw "en~u4 _. 

• ._ .. ew buiiCJNd aDd ft011t7 11111S. 

33 
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• pound•, bu~ the tlduo1ary 1•.- -

•etlll'ldiac a• a r eaoult ot 1an Juual'7 • 

" t:r.D .. t1on •t t ow bu~ ldlUoa 

"pounele 11111 be tSz.d b7 tba b111 at ttaoee 

0hu~ •Ulloa pound • · 'l'Me l•t11et' 

" figure ot thr .. hulldHd a1111o n pounde 

•wi l l rep lace the prov t oue • tetutor y nor.al 

"t~ ot two hu ndr ed a nd dxt:r mUlle n 

•pounde. The b1ll wi l l aleo d eel wit!:! 

" eecurlt t e e held by t he I eaue o·.-rtoent 

" but thta 1a or do.aetlo interes t n l y . 

" 'l"'• "' ll w• 1 be pu bl1ohed here 1ll 

"Lo ndoa ~r. Pdae•Jey e vea1nc ; 1n the 

~.,.anu.ae pr o o:tllla oro be1DG klopt 

"c c nfldentJ.el. " 

Believe • • 

t•y dear Ill'. SeCPn.Py0 

YOUl'e v ery elDOePel70 

( Oil) V. A. • .:!ALJ..ST. 
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DatEd FEbruary l , 1939 

Rtc l d 3:35p. m. 

Stcretary of Sta~e, 

Washington. 

136, Ftbruary 1, 4 p . m •. 

FOR TREASURY FRO!i BUTI'ERWORTH. 

OnE . In t h t courst of a convErsation at tht 

TrEasury, Phillips and Walty s3owtd mE t h t t El tgram 

dEspatchEd to ~EwlEy for comcun~cation to you rEgarding 

~:11: ~teislation to bt introducEd today r~:vising tht 

Currtncy and 3anknot Es Act of 1928. In th£ circumstancEs 

I will only tElEgraph thE aubsEqutnt pr~:ss and city rE

action t htreto. 

Phillips ~:xprtssEd cocsidErab1E sati sfaction at 

thr bthavior of thE ExchangE sinct thE bEginning of thE 

ytar and indicatEd that th£ gold lossEs of thE British 

fund had bEEn quitE small . HE ftlt it was th£ fact that 

so l argE an amount as pounds (sterling) 300, 000, 000 of 

gold h ad btEn addtd to thE Equalization fund which had 

impressEd thE markEt; no doubt that thE embargoEs had 

htlptd somtwhat but hE WEnt on to compare thOD to tax 

EVasion lE gislation which was mtrtly tfftctivE for a 

limitEd 
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2- ;il36, ?rom London, FEb. l , 4p. m. 

l~tEd time after which nEw ~thods ot nvoidanct would 

inevi t ably bt tvolvcd. Rt sa!~ t hat in any cast 

tt~t~out tht sttps taktn the r ate uould undoubtedly not b t 

''~ErE i t is t oda y ·~ut a t the s = t ti:u: h t i.l!!plicd that 

thE rE uns no surety t ht:. t cond i tions ~tould not .t'urthtl' 

ndvErscly · .rttct s t trling in t ;:t d a Js t o coL!£ . 

::c co::7:tn t t d on t.'u: r Ect:: t 1:~crc :: st in :>., prEhEnsion 

abo:J~ 

:>:r o ~ -~ -~ . ~: ~'~ i~~at~ ~~ citE~ ~t statE or tht 

.: .. - y ::;::?:-r E~t:.cr • s s ;:EEc:i .. :~ch "II'Cs d t!"initcly jittEry. 

:;:: .. u:Ls t o b t cx- cc t Ed t !"'-!:. t furt:1tr wavEs of apprEhEnsion 

~culc EU=UE 3 1!"\C£ nitltr1 s actions ~ErE l ::rztly un

prE:":ic taolt o On th e ot:>Er t an. "i:J.ty rt=-r>:td tr..a t 

~P ::.2.~:-::_in: rw:ors :::md rE='orts e X he v;:_s :1ot w!thout 

hope l:!:!:. t :.wuoli ni ..-ould onl:; '\:::c ot Fr::ncE nhnt Franc£ 

could cpproJ r ict tly conctdt. 

:.s rt:aros GEn~"-!'!7, Phill1:;~:: ~c" :lnlEy bed very 

littl ;: t o ~d to t ::c i r.:· o,.._...:.t i o:: rtp t ::.t t d in filY eo, 

as ittvit~~lt but it had eoLL =oontr then E~Ecttd and 

its con~tquer.cts u trE not yet cltar. 
Two. 
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3- ;¥136, From London , Feb. l 1 4p&m. 

~o. A wEll- informed city banking sourcE has givEn 

m£ t~E following account from its BErli n r eprEsEntatiVE 

which r.~y b£ of intertst: "Tht inmtdiate causE for 

Schacht ' s dismissal a rose out of a discussion at tht 

officE or Fitld llarshal GoEri nG on the t'innncinG of l ast 

yto.r ' s ·oud:;Et dEficit. 1938 was a vtry EXpEnsivt ytar 

both t'ron a fin~nci~l and tconomic point of view. 

Gt~~ny's txport tr~dt ~as permitted to take a junior 

pos:.tion, ui t..'l very heavy . 1mport3 cousin:; thE consumption 

o: the Austrian gol d and forticn exchangE rEsErvEs , 

libEral opcndinz of GEr~>1any ' s own cxchan3E r Esour cEs and 

hEO.~ do:ntstic EXptnditurt on t hE part of thE GovErnmEnt. 

The 1938 budgtt is rEportEd to ahO\"t on the revEnUE aide 

an incomE of 18 billion ~rks and on thE txpEndit urt 

sidE outgoings of about 20 billion marks . Only a vEry 

Sll'.:ll l part of tht subsEquent ll billion JMrks dtficit 

could bE ta!{tn carE of by the .taoue of dEl l very trtaaury 

notEs t 3 E instrumtnt 3~EstEd b7 Schacht . In prtvioua 

yEars thE deficit uas not a s hijn, mortovcr it uas 

fino.ncEd 1:>y the issuE of thE ao-callcd spEcial bills 

which ucrc elig iblE for rEdiscountinc a t thE REichabank. 

As in othEr fields the financia l field in 1938 productd 
unplEnsant 
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unpleasant reaulta at a progressive rate , Tht inclusion 

of thE Austrian economy and of that of thE Sudeten 

t erritory callEd for additional financing ; thE mobilizat-

ion of the army spEEdEd up utar and ttar; ntvcrthEltsa 

thesE itEm3 reprEsEnt EXpEnd;.turcs wh.ich might have bttn 

mEt somehow provided that the ambitious buildinc: proe;rnm 

had beEn draat1cally cut dorm and the extravagancE of thE 

!fazi party and i~s lEadErs curotd, ThE dEficit of previous 

years , ·••hich had been financEd by special billa amountEd 

to fi3urEs rmich art not dEfinitEly knonn but it is 

mort i::1portant to ap:>rtciatE that only 15 billion marks 

thE rzof could bE convErted into a lona tErm REich loan, 

that the amount still outstandinG has completely absorbed 

all availablE funds in thE bankin~ s ystem including the 

Rtichsbank and its subsidiariEs, that the sElf financing 

possibilitiEs of industry have bttn almost completEly 

mobilized and that taxes, corpora te and individual, have 

bttn brou(;ht to a htig.llt nhtrE it i a difficul t for the 

exchequer to devise n£11 tnxts ·:•hich nould product large 

sums of revenue , Likt:tiat it is not possiblE to expand 

production on a lar3tr scale because of the shortagE of 

rat7 matrrialo and nbovt all of l abor . Of coursE thE rEl

~tivEly h1Ch standard of living of thE German pepulation 
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~Y still leave a certa i n mnr~in r or rurthcr decreaac . 

ThE st~ndo.rd or living hns bc t n decreased over the l ao t 

five years by cbout 30%, and according to thE lntc~t 

rc~orts of the Rcichs-Kredit-Gcocllschnft, thE fo~ 

sup;;ly hn~ been about 22~ bElot'l nol"mmll and the sup!)ly 

of cloti1i;1~ a bout 23~ bclo•.: nol'r.l!ll. ThE Jtt7ish expropri 

ations hove ~3 of January 18 only produced 150 million 

rcichso:r~, - nt:li~ible c~. c~onrcd ~ith actual 

backEd b7 an incrc~~e of inductrinl production had been 

used =ore judiciously, n~ely, had it bEEn poss i ble to 

forc:;o unneces:~:~ry o:pcnditurc on the part of the !•nzi 

par ty ~nd postpone the :~C~itiouo buildin~ pro~ t~cn 

it s till eight have been possibl e to fi~ncc not only 

1938 but possibl Y r Jo eore yea rs as uell. ~1lc it is 

dii'i'icult t;o :;~rophcsy nlut PUnk \/ill non do to ensure 

currcn~ fir.::ncin3 it i s not probable th~.t he uill con

tinue to i:;::uc cpccinl billa ':hich t he REichsb:tnk ttill 

rcdisco~~t end th-t the intcrn~l purchcs in~ poucr or the 

=r:< ::111 be ?£ rmittcd to conti ::uc to dcc:-E:lSE. ! n 

adcition t~rrto t~e entire co~trol systoo nill be 
t . t • ~ : • 

fur ther t1;;:1tened, the export trade 11ill bt sub:~idiztd 

.. ·-

and• priv~tt conoumpt ion :~s :t~ainst Government consumption 

' tTill be" throttled to c.n even Grc :~ter dtgrtt . " 
.. Jo;;I!SOii 

CSB 
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PLAill 

London 

Dated February ~, 1939 

Rtc ' d 4:09p. m. 

?OR TREASURY ~OM BUTTERIVORTH . 

( 

r;r t rip to t he north included Glasgow, LivErpool 

and ~anchtstcr . Inasmuch as a third of thE population 

of t he United Kin~don lies within a radius of 75 milts 

ct ~chester I used it as a point of departure . My 

gt:ntr~ 1nprts:sions art as follows: 

1 . As regards the dollar-sterling rate there is a 

~~ch keener rt9lization in the north of Enaland than in 

~ht London area, that due to thE Extent of thE sterling 

area a deprEciation of the pou.nd offers no sol ution of 

th£ Bri tish export t r ade problem. The dEsire for 

stability of exchange rates was tht over- riding attitude 

~~t the expectation is fairly general t hat due to 

dEvelopments in thE Europe an situation sterling will 

fact depreciate further. ThErE was mort interest in 

LivErpool than in thE i ndustrial a reas in the day to day 

dollar-3ttrling rate duE t o t he trade i n raw cotton. 
But 
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But stocks of Ame r ican cotton a rc declining because of 

uncertainty as to the policy to bE followed in hol ding 

or disposing of thE AmErican Government ' s enormous stock, 

Tnis consideration overshadows the expectation of a 

reduction in the value of thE pound in tErms of dollars . 

l.lanufacturcrs stocks of Amer ican cotton arc also dcclin-

ing and Sir Kenneth LEE the head of Tootal Broadhurst 

LEE Company was the onl y one whom I camE across holding 

large suppliEs and hE was moved to do so, (a) as prepara

tion against the contingency of war, (b) because of his 

expectation of a weakening pound and , (c) because he 

could turn the cotton bal es into a1rra1d protection 

t rrne!'l£s . 

2 , As to the British economic outlook I found 

nothin~ to con t radic t the general considerations advanced 

in the economic analysis containEd in No , 75 , January 

19, 6 p . m. 

It was very evident in thE indus trial areas t he 

important part armament expendi turE was playing in 

cushioning the d ecline but it was equally clEar that 

on its present scale it could not changE thE trend, 

The fear or war is very real and is holding up lar ge 

capital outlays , The general expectation is that 
business 
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businEss activity will continue to decline as will 

exports but that the rate or decline will not be 

pr Ecipitous in thE nEar tuturE. 

3 . PricE f'ixing arrangc::cnts both as regards 

domEstic and wherever possible as r egards Export 

~arktts ~rt running like 7ild£1rt througn British 

industry. This movttntnt which gainEd impe tus with 

the imposition of' thE tarif't i n 1932 bas bttn f'urthEr 

stimulated by rEcEnt Govtrnc£nt statements thE l atest 

of v1hich was madt by tht Prts!dtnt of' tht Board of' 

Trade in tht House of Cocnons yEsterday. "I have urgEd 

tX9ort industries to consi der the dEsirability in tach 

industry or organizing tht~elvEs to dtal wi th tht 

problem or international coc:pttitlon by lll£ans of agrtt

!1".tnts between tht industries in co:nptting countries and 

I am ready to do what I can to assist in any cast whtrt 

my htl9 might b t needed." It stt~ probable that 

dtcidtd pricE differentials as between products coG

sumcd locally and those exported abroad may develop 

and sEveral leading industriali sts art actively !'oster

ing thi s development as a ccans of !'orcing a reduction 

in rEal wages without attacking coney wages dirEctly and 

at 
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at :::...; ~ ~ stil:nllating the movcm£nt or 3:=-iehh 

ExpOrt~ •==cad. 

-~, . .l.:::~~ thE apprEhEnsion of war 13 t"tal ~c 

pcopl£ ~ ~ north of all classes art lEss ala~d at 

thE ;:ta=!.!.!..:Uty or war than :!.n tht London a...'"t:a. Ul1a 

se:.-~ :c !:L !:ll: to, (a) the fact t:'!at they L-:t a :;ore 

aoo~ =T;£. (b) thE fact t~t t~Eir livEs ~ :1ocs, 

~<n~, !':a.:-::.::-!.Es a:-.d ships nor.nally entail c!s.::o;_cr, 

( c ) =ct !'aet that London is thE center of' tbL sovcrr~g 

and r~-~~=~ classes who rEalizE thEy stace to lost 

mo~ C7 1 ~~. EowEvcr, consid erable pro~ss is bcins 

-&d~ • - 1!-~ precautions in the north to ~=otcct 

!ac~a~£~ ~ ~1r worktrs 1 for £xa:pl£ . T~£~ 

~~ ~any has spEnt 750, 000 pounds o~ ~~~ s to 

dste: . 3= ll ttlc or nothing is being done for thl: 

hc~~~cr~r~ - ~ expensE involvEd 1n tnsttrio~ adequate 

sa:'~ ~ ~oo grEat . 

JOI:!liSOU 

CS3 
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n ow cooHR.U • 
There waa no i 111por'tant aaoun• of trading, but 

44 

after Chamberlain's state~an•s there was continuation 

today of the cheerful tone which penaded the Parte market 

yesterday f ollowing the speech by Bitler. There were 

not such IDB.rlted. gains i n quotations. It is hoped that 

Wusaolini will now hesita'te to spoil the imp~oTed inter

national feeling by any preaature demands or intemperate 

statements. Some sterling wae gained today by the stabil

ization fund . Guarant y bad purchased $700,000 for 11; by 

fiye o 1cloolt. J.t .tasterdad< yeaterd&y the new 4 percent 

French external bonds issued at 95 were quoted as high ae 

96. 'l'he moat fluctuating of "he J:uropean currenciea 1e 

still the florin, but Dutch control resources are eo 

i mportant that speculators against the florin wi ll prob

ably suffer loaeea s i milar to those whioh are being 

liqUidated. on t h e sterling :a.rltet now. 

Today I bad. a rtait troa Jacobe eon of the BIB, who 

cue to Par1a ~ter haTing itpent aeYeral d&ya 1n London. 

It is hie belief that sterling will iaproTe abo•e rather 

than decline below the preaent cl.ollar-aterling rate. 

He .. in t old •• that be tb.lnlta J.aerican coats, due 

to a 
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to a larse extent to high and inflexible wagee, will sh01r 

that the dollar is not underYalued against the pound even 

though British pricee may no~ haYe dropped as far as the 

American. The continuance of a spending policy which bas 

not accomplished ita aims and now inspiree lese confi

dence io of concern to Jaoobsson. Our public works con

struction, he remarked, wae making coste o! priYate 

construction more prohibitive and thus making it more 

difficult !or private initiative to take over !rom the 

Government. 

In my friend ' s opinion, there has now been liquidated 

at least 3/3 of the epeoulative position against eterling 

wb!ch was estimated at lr80 ,000,000 on January 9 . He 

does not think there was any British capital in the 

lr350,000 ,000 of capital which bas left London since August, 

unlen perhaps it 1s eome belonging to large oopcer ne 

which haYe important accounts on several markets. He 

said be does not thi.nk that in the immediate future 

the American stock market will be Yery attractive to 

British or European investors. 

I had a telephone conversation wi t h President Beyen 

ot the Bank for International Settlements at Basel. !hey 

bad not yet received word as to whether Funk or Brinkmann 

will represent the Reichebank at the meeting of the BIB 

in February. According t o Jacobeaon, Brinkmann had 

Regraded Unclassified



46 

- 3-

insia~e4 that goo4 ~eobniciana aucb aa Vocke, Bleaa1nc 

ancS Publ be re~ained in the Reiobebank, ancS be ~billll:e 

tba~ Br1nt-ann eight no~ do eo badly. He expreaeed ~be 

opinion tba~ i~ migbt na be eaaier for foreign creditors 

of Germany to deal with a real •aai like FUnk than 

through Sobaobt, a non-par t y man. •or•an'a visU ~o 

Schacht, be aaicS, bad not injured the Go1'ernor of the 

Bank of England. Ra~ber, be bel1ne4 it bad strengthened 

the feel1J18 tba~ it 1s desirable tar Cbaaberl&in to 

follow a policy of keeping contact wi~b the to~alltari&D 

as well aa more fri endly statea through personal 1'iaitl. 

END OF liJ:SSAGI. 

BULLUT. 

I 
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R£c ld 5 :40 ? • D o 

-"-:xz.rl ~ro=. g1v1.:1: about 3G 'b=s of go1C. at thE 

~ 7 

:"A =~ o~ g:.1c -::t~ s oli! -:1-:: ~ ... t r1.Xlng &:. or ..Oich 

Ti::"E =-.--:-i EC. :'h£ 9r!.et W:lS 1-:: S 5-l/2D :::.."X! t!:l£ prcdU:: 

·;,;. - -· 
- - - s-::oek =r'~E t was n:r-;1:: :stro:15£r , gold sh:1~s 

::::=o!."isl: Govtr•. E:lt stet.:...-1 t!.&:s ~-inc th1: =st ~- r'Ltd 

Regraded Unclassified



l"'£:.£ltAL f(Ls=RVE" 8At'IIK 

C# hCW YORK 

-.. ~ ~, 

_ ;;; CORRESPONDENCE o .. ~ 0 1ll!ft a. Ullo 

a.n nn~ALL.li<IA.. __ _ S UIUCCT f& ft CWf "CII 111111 

&.. •· cute ..u., n·= 

llr. Cadpel -.u ...... -uae. 1M -.ts.l 

.n•et ..-.... .._ ..... .uu r.U. ~· u .a., ~ ..,. 
aot haol a W ~ ft7 a ~ *lie •• ._.. ra1a1• t.117 .. 

... Y~ -· U.Wt .. -· U ....... h1a ~ tM I ' 

_.. _.. ~ Paalll•-n ... .-.1\ ... all t.r t:be ,..._ 

Regraded Unclassified



pAJl.&.PIIUSI or nr.wa•• R.&C&It&D 

niiJII: .&aeriaan 'l!p'beaey, Pari a, Fra.Doe 

DAR: F~ 3, 1939, 4 p.a. 

•o.: ~ 
rBOil COCJI! n . 

49 

This 80rJl1Ag a~ ll:OO o'clock I ~eel wUh the Bank 

of Prance. 'l'lle Frech rlabilla:aUon fllDd by that hour 

bad ga 1 ned h.30 ,000 at 3'7. 8375 by purchase tllroup 

La~; at 176.SI8 it gaillecl io90,000. I was told by ay 

!riencl that pri.ari Bri Uah currency aDil baDk:Dotea bill 

&JmOUIIICecl after the close of buaiD.Ma l.aat night bad 

o.ot la.a4 &11:1 e!!eot hue 011 excbanoe tradizag. On the 

-.rket t~e ie incl..1DaU011 to illterprd thia bill as 

prOYid.ilag for the Bri Uah a curre:ocy arrang•e:ot which 

h acae t u a111l&r t o the French. !he aarked exception 

h that BriUah gold ho~ are t o be reT&lued eaoh 

week. Thia wonld a1p11ry _.. l .. a tendency toward 

s~llati- than ill f'raa.c e, and a 110re d e.!inite aok

acnrledpct of - accepted. pollcy of - geaea.t of the 

cvrccy. 

na.ta ~tcnaooa ettbezaga trad .. reported that today 

Ule -.rkn lla4 beeD e:u:ept1cma1ly quiet, with not !l&llY 

trana.c:Ucma beizag .-de. 'ftle:re h aacertaia.ty on the 

part of operatore u to wuther ~ D- Br1Uah aoa.etary 

-• ...... ,d be illte:rpretecl aa turthe:r ertdenoe that 

8'te:rl1Ag a.eeda bolateriq. !hey e:re Ulr:ewiae n.ot auoh 

tnrhl•oed by poUUO&l - :tr.. aaii1Dgtaa, &waitizag 

disoloawe 
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diaolo.ure of the 8peoifio character of concrete aaai•tanoe 

that aay definitely be counted on by the French. 

very steady florin. Yesterday the belga weakened, 

and there waa weakness today also in thia currency beoauee 

ot political demonstrations at Brussels. 

Jo significant change• in etat•ent of the Bank of 

France ae of January as. 
DD OF MJ:SSAGE. 

BULLI!'f. 

:U:Lft 

. . . 

• 
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SEcrttary of StatE, 

Washington. 

GRAY 

London 

DatEd FEbruary ~ , 1939 

Rtc fd 5:10p. m. 

152, FEbruary 2, 6 p . m. 

FOR TREASURY FROU BUTTERNORTH. 

OnE . This morning's prEss ExprESSES unanimous 

approval of thE currEncy and bank notEs bill introducEd 

;·EstErdO.y dEscribing it as a logical sEquEl to thE 

gold transfEr, an End of tht gold fiction , a dEsirablE 

'boolckEEpi n3 adjustmEnt , a valuable addition to thE 

tEchniquE of managEd currEncy and as Embodying a 

rEalistic vi Ew of h>OnEY problEms. Practically all com

mEntators notE that t hE nEw lEGislation mEans no changE 

in monEtar:; policy and no 1nflo.t1on or dEflation of t h E 

notE issuE. 

ThouG)l thE financial cdi tor of thE i.IA:<CHESTER 

GUARDIAn considErs that thE mEnsurt may bE intErruptEd 

as o. first approach to a gold standard at n nEW gold 

contEnt of thE pounds Equivnlcnt to about 4/7 of thE 

SOVErE!.gn, most commEntators rEgard it as forEshadowing 

no Early stabilization and implying no official viEW 
as 

51 
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as to thE futurE valUE ~ go'"" ! :s.:r say that l'I'Oel ~ 

contacts with thE Briti~h Trr~ I havE thE imprE~sion 

t hat no long r angE rtEW b ·-· •=-!! . I gather that tilE 

nEw bill is intEndEd mtr£l:t ~ -1ca: up thE inconsistEncies 

i n thE 1928 legislation whL~ ~>£ arisen l'rom thE events 

of thE past dtcadt ane teat ~at f~tarE evEnt~ w111 

perforcE d t ttr.nint pollc::r a- c -= ae;c:nlt . 

l!:ost nEwspapers wcle= ~ =-c;.tcr clarity whi.cl: 

will result cspEc~s1ly 1c c~-~~~~~al £]ES as to thE 

country ' s gold position a.o! ~ : _$J!JiCIJ.L T!l(£S sets in 

t he mEasure an tl'f tctivE - ' '£s~a~ic= of the •strE=gtC 

and determination bEhinC t==- ~~cc ~ sterling" whilE 

t hE FINANCIAL NE?IS regards i~ :;.s ;:::~ing 
8 thc best 

possible showing on oar ~·-•-- gold ~ssc ts .• 

ThE oost intErcstic;; =-~ &..."£ those of thE 

TI::Es. I n an editorial tt=- ~ !:>111 !.s taken as il::ply-

ing "an extension of l:i:£ ~ ;;' ..,. ?"'-""?OS£ or thE acco=t 

(exchange equalization acccc:~ ) ~ch. founded to iron 

out Excessive fluctuatio~ i: -~:- tx~ngt valUE of 

s terling in terms of otl::.£:- e-~-c1ts , w111 now appar=tl:t 

bt used also to iron o~t cxccssi >E fluctuations in thE 

supply or currency. r t msy ---, xc= a currency 

equalization 
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:b: city cdito::- ot thE TI!£S points out that ~~a.a 

~tlu:rto tlu: gold 1n tru; 1..ssut ckpart:=Lnt ~ gon:rnEd 

~ note i::sw: ncnr appa...-,:ntly thE not£ issw: rill son= 

~ n=unt ot gold in th£ tss= d e partmEnt .o.nd that • thE 

!'Ol£3 of tlu: not£ 1ssw: an: thl: gold r tsCTTt ~ tntc~ 

c'-•r: cabl£ as th<ls t oi' cart or ~or:sc according to ~tilEr 

1!: 1s the cont:inu.o:.u sS!lction o~ tlu: 1928 or tlu: wz~ 

sanction of thE 1933 act ~ch is c111£~ into play.~ 

'1'fctlc thE 'r~S ~in.<; is :l>lt, I ~t;ht ::.:nt1.cn 

::'"a t tl:£ :anagc--Ent ot thE u:~c equalizat~on account•s 

opr rations has sir~£ its cstabl isb=tnt been of neccss~tT 

crrdit. :nousn th£ rclct1~ between ~£ gold purchases 

and sa.les of till: acco=t aD!! t!le !lo.nk or Engle.t!d " sl:rV'E 

~?t bEEn ca=:pli=ttd :ry ~ contin~ed v3l=t1on ot thE 

3ai:Jc of E:lgl.and ' s gol~ rc:set-.t at 85 sh1111nss an ouncE, 

in practice the t=nn:srcrs o:f gold bctwnn the account OI:d 

tl:!£ bank wit!:. t!:c c'"""lS£3 1n ~E 1"1duc1:J.Z7 lss;c h.&V1: all 

::.lo"l() g1vcn thE art ti:sh a ;1~0r1 tics th£ powEr to a.chitvt: 

viult the present bill =lets only = r£ obvious and 

conveniEnt , 

. ..... .... 
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!::y o::2y otrrr c11 • -u OD th£ tE=s or th£ bUJ. 

ar;: ,.1::h rt<;ard co th.£ prorit ari!!t.ns tl'OI:I th.E r£valua

t16::l o! c::E 9acl.: or E=aJ •oc ' s gold, and w1 th n:gard to 

::c£ f:~t-=E ;;..."<l!'!.!:s &.ri.si:lg t=-a.:: tl:.e: nQt£ J.ssw: handEd 

o>tr !l;" t::.: ~ ~ ~ to th£ .tn:asury which arE , . 
undt r tht b1ll , t:o ~ ;:ai.Q into th£ exchangE t"qualiza-

tio!l acco=t . 7"-£ c;;_-:-£nt p:-o!'it arising tree. tbt 

stc:l~~t~Es htlc ~~t ~ rid~c!.ary iss~ which by 

t!ll :u~s o!' t:;-: : '!:!.ll i.s ~ o.: loor;tn:d fro= .wo,ooo,ooo 

po:.ods ::o 300, 000, 000 ;xr.=ds. 1':-c:.r.,.._,bly t"'tst securitiEs 

a!ld .. !ll to= a ;14-~ ~ t!:t accounts sterling assEts 

Exc::a::g;: Eq:::slluttic:: seeo=t. T!:E gold profit will. bE 

addtd to t::t :o~-al ? rof!t.a or t::£ EXChangE Equalization 

account. 

- - c ro:;ti.::t ;:~! :s ~s'-£ rra:: thE currttlcy not£ 

iss~ hl::U:=-to ttlc:~ ~ t--, trEas,;,ry haVE varied 

s ine£ 1923 vtry eo~1~£~bly, thL highEst bEing pounds 
11. 4 
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11. 4 million in 1932- 33 but in 1937-38 no profit was 

~de and very possibly a loss was incurred due to the 

operations of the issue department in long term govcrn

t:ttnt scc•1ritics. Sine£ the gold profit is a part of 

the note issue profit the s ection of the bill under 

which the note issue profits arc handed to the exchange 

equalization account is mainly a means for transferring 

t his 95 , 000 , 000 po~nds . Since t h e r~ut~ne profits from 

t he note issue arc se ldom large , were nil in 1937• 38 , 

and a rc not l ikely t o be much better in the immediate 

futur e in viEI'I of the need for manipulating the long 

term gild- edged market, the loss of r evenue to the 

treasury from this source is insignificant . 

Though the gold profit could be taken over by 

the treasury as revenue by the inclusion of a clause in 

the annual finance act I gather that such a step i s not 

now cont emplated. 

?wo! • ~E foreign exchange market cxptricnccd one 

or the most inactive days of recent times . Gold was 

f1.X£d at 14.8 .• shillings 7-1/2 pencE giving a one- half 

penny premium and of the 205 bars sol d 124 were married 

and fifty odd supplied by the British fund . 

• NPL 
EMS 

JOHNSON 

Regraded Unclassified



..:.:Jr: ?Oe11o . 

56 

February 2 , 19~9. 
10: 0::> 8 . !:1 . 

o:::J1' : " ell:> . 
Sec:-et otry 
:c-.es : ?Oe l l:> , ~enry . 
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-.:J~ : 

~~:.rr : 

-..: · T'yoo • ...... . 
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'-.Jr : 

!.::Jr: 

.. 

: t ' e :·~practically over 1t right n~~. e~ce?t 
th~ • 1L ~~ e eL~led in ~ back. 

:~~· · ~ ~)place r , r ~ ~elr-reepecting cold . 

:·~ . " " r >l' , : hl've a t:et::> her e from .~C.mlrt> l ?e:n l ee 

-"" :1-: .:r.c £~.:~~ :.r_c: t. 1! ;;-.~ ?re~1dPnt. b&.s t.n c!:rnee t l:1e 
exec~t~vc ~~er, eee -- ~oll,' 

~~~- - -e~: . r.~r : "slse: r.1~h L~e ?res ident •b,ut tha~ 
:··-:st. e r \ia,::- . 

:..n-=. he s ~~s t eO t :'•'" t. : ~ E" ?llrl ew t ~ g.- t. 1n t )UC!l ~1 t.h 
?eopl ee E~i then ror~ ~ut s pr:>cedure . Let' s wor E. out 
soceLjlng firs t End t hen L&~e it to hlc . 

""ell , """" : v·o uld ~< '-'06es t -- I ' d l i lte to E<mend t hP t , 
?urlew c;et 1n t ouc:·. 1"11 t h ::cReynolds. 

""el l , lOi:.E' t' e 'be tter et111 . 

And l et t n e tro of ~ec work 1t out and I'll e1sn ~~
~h1~~ ~hF t. L~e t~~ o: th~m ~sree ~n . 

nll ri~t, : •11 t e l lh1c t o do th~ t. 
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~! ~ell ~cRenold s ~e' ll he~r fr'c Burlew. 

: · : ~ ~ell h1~. ~e'e s1t•1ne here . 

. :.: : rl;;!lt. 

~vt~1ng the t~o of them agree on I ' ll s i gn . 

~1 rts=t, f1n e. 
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58 
~eb~Jary 2 , 193-. 
1:>: 06 e.c. 

~~llo , 5,~~~ . =~ ~~·~ ~~~ =• ~£E~ 1o~k ~:) you ~ 
~e£Pr- t~ -~~ ~.?.:. ~=:~ ~fCU!~ 

-ttll, r1g;:.t !: ')• .:.. : :-,~~ r £ 11' -- !.t.' s :,et.t"e\!n, r·~~e.: -
~,Je l""terP f-"'tt! = ~-=v:=::- ~!e.,:.:..:.r ~'lJ;>'ln. T"!le eeven-e!.:~ :. ~E . 
~~ ~nytr.!~g, :J.,~~ E :~:::E :~ ~~~ ric~ s 1d~ en~ ~Ce 
t~ree-~ucrt~~; ~ ~~:: - :~ :~t : r 1n e1de . 

- el:, ?n t~e ;~!.~~: :
~ .le.rterc r.)-..:.: E-.:-- : 
:.=e ->:: t:. . 

:~~ ~:.,!e lat t ~1g;t t~e c~ree
:-~::.~- >~ .. L"le E.r.f !.~:- t.-1:-t.:r-

···e F.:- . 
1:-. t.:: e 

: t c ':: t. :: ;.:.:;.-:.__;__~ 
~-x~ =~·~-= ,~ -~ 

. .. .. .. -... 
E. 

2ef~re :' -x.. c~-.:i 
~_;~lr.!. )C l:-. !. t . 

: tee . -e!l - -

= ~ t hf "l ... rtt!"" : :-., : :.:- ___ T! •• :.~,. :.l':F ':, the ~n·~ ~~rece: n t 
1S 'lU':. , r., .,. ~t.'! :~--=-~. ":.: : t.!:.1r.t: re tr!l gilt. C:>!l!l<!~r 
r.r..ree-:u~rt ,.;;. :-! . 

=~ !.t d)~e::. '~ , 
C ~U;l ~n. 

~t , y~s. :t. ~ ''L ~ .c::. ... ~ce::~r:t. al: r 1g!"t ~:r• 
nj qUe&t~J: ~ e~-;~~'£ -~~ , : ~~1n~ , abj~~ ~te ~!S~e. 
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)!d tt..'\."':'o) ·:, ~-· r..;:.e:""F ~!~ ~"" · ue£:.!. :H:E, C. J~! t1:.~a =-~~ 
-~~~' t ~e :~~~!~ ~> !!L ~~r :~eC ~ ~E~~~ 

.. ~": _c :'" -:• -:. '~ !'-:-;: ~::..:, "!.:;...:, !.E ~!:- t ' "" 
:.> Ce :._.;: ~-~ -- ~ ~~=- :.:.!7 :- ~ g.!:. ':. :.:~:::~.::.e~ IIi 

~~ :~ )~ ~~· t-:e~ ~~~=~ ~!.::t,~ . 

--- ...... -· ... -.. -::--"- . ::_·- .· .,; -
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€0 
Pebruary 2 , lQ3Q. 
2 : ')7 p .o. 

~-, =:.er:..7, t:..e : ::')H~ !.f =~~eult.1.:lg y'lu c- b~:.z t 
~==~ -- :~e :~e ~::~~ )~ ee~:~ l o ca l eut=)r1t1e~ 
.J • -~ o :~:::e ~~~ ~:~~ ~~ L~r~! ~ ~ 11t~l~ =~~e, 
~~!~:~ ~~!E ~: : ;af:, ~~~ ~! y~u•re -- lf ~1~ 're 
_,;_: :~e-.! :.> ~~ s:~!.:.:..:e.. ~ :.e:~ : e,::::~ see :.-~u be~~H·e 
7:~ ~~::~ ~v !e~~e~ ~~ J-: ~~. 

~ ~:.,_~r-. !t 
:::.:.. :~:~:- ~ :. 

~-=- •-e • ..-~:.e~ 
~.::. • e-~ ~:: :,., . 

- ,, ~:. • e =:d ? ,le.:- t,~ ::.e U.e',l' hF.d bePn ovPr lt =e 
: =crrs~d :.e 11":):"~ L:. , .• :. , ut t b.?. t. they h~<d • greed 
t.:.: ~Te:oyt~!Jlg 1.;: ~e l~:.t.u . 
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2 ol 
,h, 1s t.i:At s:»? 

?h, the.r can <;:> e!:ea<l . 

,h, t.hey can go cead? 

Oh, yee . 

:lh , l"ell , t :..en -- :.h~n t.he;· • v e -- thE'Y ous t. be -- he 
tplred t.o ~e !o• :. nl~t. . : t.~l~ hie I cl&~t ~ rop i n 
to ~ee y:lu, b ecau£e y:l;~ -tno~ 1t. 1 e cy -- :lne :>fey 
"babi eE" . t ~ .1~?-" t. -r' 

: n :~ee~ur:: , ~~J. m'"'• .,..~ f'l.-Etye F P~~· '1-? ' :-e 'r. P :.-!r.:.:r
f l ur ~)~- ~~!1~ . 

: 1~01~e ~~~ ~ -- :~~ ~e ~~c t~l~ =e~ t~~£ ~hit ~)~~~~ . 
... e E":lEr.t :::.re ~ - ... ·.:. " ~!.-!'"! :>~ en !:.Jur '):1 it. -e cl.-cr-e~ 
1• f;. i . .., ..... _ ...... ~ ,.. • "' .. .... !"" ol • - ~eo.· ic: '!;' ..... t=·· ' c ,..~r • 

... o l. ... _:; - '= •• ~ . t: ..... J ~ oo• - - •'-;or. _ ..,. • J -.,' - ./1 - ~ 

··~ic~ 1s ~ll~ r!~~ -e, :~~ t lf : ~P~ s 1sne~ 1L ! t ~~~ 
p,sreec.Cle :.' ~:.e · . ~. :.::>· • .u: !.n.e . 

~e~:: . Ss.:~r , ·::: :.::-.: .-p:t , ?.P'!'l.Ty , v·!l.en J 'lU s. 'o.te t.'l c:e 
yes tel~~:: e.·~ l~t :c::.-cort: . '\.,:..l d i ._.., ' t o eP.n t.hE- t, y?u 
.... ere e,l\·i::~ ~~=- s :.e::.::Jrc- :-:· ... t f- 11:::~ !.1~r:. C 1"" .:;.:lu , 
"\n t !".at ~=-~ !.~-=.:-.£=.!. • .- . 

: d'n ' ~ ~Jr ~Jr :~ ~ 1 ~ . : -- cy 1o~res~1J~ 1~ ~~~~ 
1f 1t's .-~:Jr.f :• :.: c ? !.! :;.:l:J oE- cA, 1f o =.- i:::"Jreeei J~ ~~ 

.; er:...nne:-.~t. 

Ye~ , -e:l ~~:'E - - : - ~~der~~o~d , =~~ ~e 
;..c:der s:..&: . .- ::.e ~-!':. e~:.. E - - e :.e~':J:>~.s:~:- :ies 1~.:~ t.!)n 
f t z!:~tr-e~. . . -.. 
If : ' c v?r~ =-~ >!"". :~t !: : :.ese e:>unte : ' 11 l e t. :r'u '-"'.,. . 
~'.1P.J~s1r• : ~e:: .::~ ·.1 ~::» f; . e:> ~:.- J f t he l etter t.Cs. t. : 
Eer. t. t~ -- a:. -- .. a:.han. 

!.:1d : ' 11 !'!!"".~ ·.-~.J • e, .. .. .,~ t.!le lett.er: se::t t~ 
=c~rsrtz , ~C ~~ e1:=·~~ ,~ -- e1~her j f 

:~ 1t.'s t.e=_ .. J~c.~.- : :) ~ P.!'"e g:ltng t. :> ~ue l t. l er:..'i!,~"": , 

E..rc:-r!t. .:·,u" 
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Well , I 1n~ended t o oak~ it permanent . 

~ell, t hat ' s rhat I unders tood . ~ell, thanks very ouch, 
::en..'")'. 

· ·,,. 'both t hose let~ere "111 be up "lthl::~ t.he h?ur . 

~d ~t ~cey ' re r.oL ea tletactor.y , call me bac~. 

. .:.1: r 1S)l~ . ~enry . Thank you a thousand tl.oes • 

They will bot h be u.> t.<> your otflce within the hour. 

7AanAe VEry ~uc~. ::enry. Good bye. 
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~ptrP~or : ~. ~elvering . 

,. :Jr : '!ello . :lello . 
Guy 
~Plver1ng: ~ello . 

~ : 

·..::~·:--: 

r : 

::.Jr: 

.:: 

::::.rr: 

..,. 

"-::.rr: 

..: . 

": :Jr: 

Guy--

Yes., 

Senat:>r ·,;al sll it l:e::-e rith ::r. 'io~11n :> f ::as~llchusett:: 

:!e6 . 

!'d 11ke yo"oJ tog:> r1th ':1" to:norror to ;;ivE' ::r . G?t~C;P:'I 
::: f:m:e.l ~caring . 

I 'c like you to g ive hit" - - trranc:e to h~ ve a f:>rClal 
hePring. 

I see . 

AF to tl:e -- I eon ' t r.nov: the v;or<' used chPreee Jr 
whatever is the - - rl:et.eve::- the Bureau !eels - - nhere 
ilc :l&B been delinc;uer.t ir. f1l1nt: :'11£ returne. "ello? 

Yes! 

In )t{:er words, : -- : •c like you •o - - .-:~oever hi's t!-. e 
evidence ~E t.:> -- rh•t.ever evidence re have is t.:> oe 
;>rese:-.ted to ::r. CJugt-n end le• i:im luve a chence t:> 
E ns•·er 1 t, and. , :>f c :>urr e, he ' e ei tt in;; <:ere; l:e eppr e
ciates once v·e st.~rt :>n this t!11ng r·c don 1 t <nJ.., rherP 
it Pill enti., •nc1 -- but. he ~~ni.E e. chence t? have a 
formal heer1ng. Le t we ~ave -- (TElke aside) . 

"ello? 

"ello . 

So 1 eey, for ell I ~'lor, >te ::!a:; end up w1tl:oul. P Job, 
or he may end up r1lh a hundred ?ercen~ r ecor<l . 

Yes . 

But once re s tart we' ll g, "nr:>~ wi th -- r1~~ the 
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:-::- ;:u.::. 

S:> -- ~o .. 111 you arnJflf::l' f;)r tt? :O·J;>?:>!':.~-- : =.Eve 
~ :.~ ·~ y~ur ;)ff1oe , 6~Y tPn o ' cloc£ :,~,.r~Y ' 

cPn -- r:ell --

-~:~t :• ve t:.'t. -- :'vt: C~~ e !:ef_ri:'"_.e ~~ g .-:'et.:O;i E ~tft'b l e 
~ f !- -

-- --
;--- J . ~ , ... ---

: <.,;.J.r.:: ·. r.e ~ctt. er tl.::;~ _ , ._.1-! 
~ :. ~.-~ ~1fteen . 

, _ ..... o~t. er 

:-.l :~ !.: ... t.een? 

-· .~ .- e..~ d !:e c :-y e 
- 1 .;: £ ~Xt' f :.f' ve 

t.hf t. 1 F p ll ~~:, t·~t., : ~~e~ , ! -
~ foronl he~!n~, ~~: :~:' f ~~- t he 
)r ~he ?t~er, ~~J3 -

s:> 1!" you':: 
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Febr uary 2 , 1939 . 
4 : 35 p . o . 

·~ .. Jr: :'ell ~ . 
'juy 
,, lver1ne: ~ell~. 

-.:: :.rr: 

-.. ..:~ : 

---..:-:-: 

-.:· ·-· ...... .. 

~- :Jr : 

-. . 
-.:· ... .. . ....... . 

~ey--

"":£ . 

::~ s:~E-:· ed. oe:C 1::~ , fnd ~e !P 1d , "':·:)~, ! ::.ad t!:> 6.~ 
~~J~ ~1L~ ~~e ==L1)~t~- • 

~=ec~~Ee t~e ~r~an1ze~~?~ r.~~~e him, ?~d the~ 1f th~ 
.... 11. :'"'~~~- • ~ s!"'. ~t." , .c.e t:c!." , 11f ~; :PJ 1;:. :>% 'l9 f.:n{ cee h:>r 
-;.p__n:/ C.e :;r GJur;:fr. ';''R f P t. :,!".P :>~!'lee , : t h i nk y.Ju ' ll 
!" ~r.t.. :-:e re av·F.y f! «;rePt. L1e.n:t '~the days. :;,:, t, att.end-
1~~ ~, ~iE J ,b ." 

::e~ . ~ ... P -- '"-ell , ne -r'-t . 

::ea.!: .. 

S:> : t o l C. G-')\tl)Pn , ~ er 1d , 11!::Jr "'e ' ll 6~ 1nt.? t r.1E 
~".lt.. : s~ 1C. , "Y~u cay end up by h~v1n6 no Job .. • !:e 
·~~P~' s ~11 r!sht." 
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So we understand each other• 

Yeah. Tho fact ot the catt er ia -- ah -- on the r ecoc
cendation tha t went over tro~ here ~t t1ce we did 
cention t ha t due considerat~on o!cht lat er be given 
to t he t act whether or not he e~uld stay 1n there. 

I t o l d t ha t to t he Sens t or. ~e eaid , ·~11 right, i t 
he wants i t so ahea~ and ~ake a e'~lete 1oveet1ga tioo.• 
Al l r i ght . 

:J . K? 

Yeah . 

so when he ' s coming ~Oftn he~ ~~e his Job. 

Yeah. 

All r i ght. 

G?Od dl!y . 

Fine. 
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?~tent. : 

~ . :: . .:r: 

l£r . Ge&t.>D 
J.lr . T&y h r 
!!r. Sell 
:lr . Glt:bons 
:lr. F> ley 
!.!r . :>ut!"leld 
tlr . Lo~ead 
::.lr . !!c~~nolde 
!Irs. !lot.: 

67 

February 2, lQ3Q. 
9::50 A. ¥. 

Sol 3 l = o c&lled U? ye~t.erd&l' , "Could t.be Sure'lu !l t' 
:::r.g!"!<v ~ng , ,. l nt. t.!>e 1nvl t &t.l :>ns , e ! nc e t.h~l' b !l'te no 
e !lney t • : e!l l d we • >ul d l t' ~e could ~o t t legal l.J . 

"e~e_:TnoHs: :!e cal led d!:eet., P.nO I E&ld, "Y>u ask t.lle Sec!"et.• ry 
>t' t.he Treesury. • 

~. "! ... rr : 'I'hanks, !tile. 

~c~eynolis : : ch~uobt. ~·~e y~u ~1ght. have eoeet~tr~ y!lu wante! 
:>ut !l!" ~1. and tllet. h e a~lght a elt y o u. 

~.!! .:r: 

3ell : 

~ . ·~.Jr: 

:: . :.! .Jr: 

3dl : 

'"! . !:.Jr: 

( !!r. 3ell co~es t n) 

: ao next..,. 

'Fell, ! hll•,en ' t. en_v t.h lng. I ' d like t.o sel' you and 
Cr. ~ole)' sooett~e today o n t he Stra us letter. 

!.SJ' tl:le 1s l'-:. ur t ~ . 

:>oes ._,.lor e lt tn on t h t e? 

Ye~. 

(F. . ~ .Jr . speaie as l de t o Urs. Klot.~) 

Well , I 've awltclled- l s Hea a alok? Le t ' s eee, 
be tter ~e ~at. - l e t. ' a see 1! Rase ! s etck. 
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,; .:~ . Jr: 

?ell: 

::.:: Jr: 

"ell: 

:.:.!.!.Jr: 

Sell : 

~ - ~· .Jr: 

Bell : 

- 2 -

(Ovur telephone) Is ~r. H~ae 111 today? Oh. 

Har s will be ln . 

(H.!!.JI'. s ;>eJJ.<te as i de t:1 i::Os. r.lotz) 

C8 

We can do lt - ! can give tham half an hour. Go t 
a~v hePr1ngs a t eleven t hirty? 

~::> , but d l l n't you have Sool~l Security -,n a t. eleven? 

I m~rked it off ; ! put Socia l Securi t y to three o ' c l ock 
this after noon. ! am chancing Social Security to 
three . 

~leven t hirty is all right wi th me . 

rn:> d:> yJu T~nt on tha t., 9ell' 

~. T~ylor and :oley. 

All right . ~d , you can stay beh ind 1f you \Yant to. 
Have you go t some things? 1:rs. Klotz. sAid you wanted 
t o see me about c~m;>belt. 

On th~t Alc.,h:~l ~ax thing i n Chicago . 

You stay behind a t el~ven thirty . I have sritched 
Soc ial Security t o t hree . 

?reEident Dodds, ~t ?rl nce t on, hse granted permission 
for ?rofeeeor Jouglas 9r:>wn, or ? rincet:>n, - ror t wo 
·?r t hree ye~<rs he has been Chairm~n or the Advisory 
~ouncll on social securit y, and I have asked h l m t o 
act a s speci r.l envlsory on £Oc1al securi t y matter s , 
end ?resident ~odds has grant e1 th~t. He is going 
to eee ue t hr ough t his legie1Rt1on. He 1s s grand 
rellor.. 

How' s your rln~<nc ir~ cooing along? 

It's all right; they ere r eady t o talt. to you t omorrow 
and Sat urday ~orning. 

On what? 

\'le l 1. , seven-eighths seems t o be e lit tle r1ch, and 
thr ee-qu.s rt. ere seems t o be a littl e t hin . would you 
g1ve consi der ation t o selling a t about eight thirt y
sec:~nds premium? 
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H. :!.Jr: No . 

Bell: 

H. Ll. Jr : 

Bell : 

" . L .Jr: 

Lochhead : 

Ga e ~~n: 

Lochhead : 

9ell: 

,.!'.Jr : 

~A88: 

Lochnrad : 

H . ~' .Jr: 

Lochhead: 

Taylor: 

HS. J r: 

'I'h~tt will solve t he d 1tf1cul ty. Of couree, }!arch asay 
change it eome. 

l'lhat ' s t he fellow' b name up 1n New York? 

!Je tteson, or Sproul . 

Sproul. I' ll call him. 

Georg~, are your boys figuring on the R.F.C. note? 

Ah •• • •••• 

Will yo~ please? 

I 'll start them. 

You notice the mRrket comments t t is morning that 
the pricing woul d be b•tween three-quarters and 
seven- e i ghth e. 

The Herald-Tribune priced it. 

That' s about where 1t be longs. 

Tba t 1 e where it belongs - about eight tenthe . 

George, I put you over til l three o'clock. 

Pine. 

' n t hese securi t y figures , you wi l l notice, as a 
general rul e, they are running mo r e or less with 
the ~~~Brket. 

You d idn't g i ve me t he ne mee or the Houeing. 

Mr. White' s division i s ge tting that up; I'll have 
t o check with th em and see what they have on it. 
You r emember , you asked me to get in touch wi th 
Bewl ey. Bewley is out or town but he will be back 
the mi ddle or the week. 

He 's beck ; he got back last night. 

I wanted to anewer t hat let ter yesterday t o t he 
British. 
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T!IY lor: 

!' . IJ.Jr: 

Tayl or: 

Lo ch!".ead: 

;; • !.! • Jr: 

Lochhead : 

!l.!.t.Jr: 

"' . :A.Jr: 

- 4-

There w11sn 't 11ny answer. 

You mean , a cknowledge received . 

It you want t o do tbat. 

70 

One t hink I 've noticed in the las t t wo weeks , ~ranee 

ha s been t aking gold !rom ue. 

For what ? 

Sar marking it . They have built uo their ea r - marked 

!rom one hundred million t o a hundred ten million 

since t hey started to ga in . They are living up to 

t he ir pr ess notices; t hat i e , tha t they gained t hi e 

morning. 

Oh. Now, you peo~te who are interes ted - I ta~e it 

thnt you know I have go t to go up on the rill a t 

two t c !rty. Wayne Taylor wants to go to testify on 

silver, but he ins i s t s on go ing, but wp'll ! l i p a 

coi n, en~ I agreed to go up there. 

Tha t iP Tuesday, i sn ' t it? 

Yes . 
Jus t 
t ha t 

! t hink t he less material ! take ~p , other than 

the actua l celes end purchases , l s about all 

18 necessary. 

:Jc!leynolda : lfhite 'e office is also working on t hst. 

H.r .Jr: 

Lochhead: 

Ga ston: 

H. :.I .J r: 

Lochhead: 

All right. 

Yes. 

Hnrry has a lis t ot mines tb~t have sold t o t he 

Treasury and the amounts they have so ld, ~hich ie 

quite 1ntere£ting . 

Well, I ~8Dt you t o know I am t aki ng the attitude 

which Key Pitt m&n, a ll I am going t o do is et~v 

neutral; if they Psk any embarrassing ques t ions, it 

i s up t o him to carry the ball. I told him - I have 

i ndicated to him I am goi ng t o be strictly neutral. 

! t hink t ha t i ! ~ pos ition tha t I should t ake. ! 

said, •I am ei~ply carrying out a mandate of Congreee; 

tha t i s ell. • 

Ur. Uorgenthau , I not iced in the t esti mony, al• ays 

that the aaoe t hing - t here le al•~YE confuel on on 
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ou~e1de £11•~~. ~~ - o~! :1c £ ~:•e~ . , ! 1~3'. 
:-=e·o as.Le~ 'ou •.:.e~.cer 7 -s·- -!') ce-- .. ~~ :.!:1.rlg!! . You 
e&n.' t ::.~ !.t.·, :)r "!~::.'t. Cl !.t. , -~~r ~!.~ S1l•er Act 
.,r 14~4. ;.. : : :..=1• !~:,. ~ :- ! ~ :de:-- t.!:.e ~roc !.B-.OA t1~n . 

..:.r.d 1.:.ey 1<!1.!'.~ t > !l!U •; ; t~e :::nee; t !"!Jle . ! e :-:;>ls1ned 
t -:> : ~'! ?re!E l de!lt h~ J "rj :,. .. ~:! :. ~-.. !C.ent1~ !!~:r. 1 een 
e ~ l \"" e r t~t. n~ I""!":"1:--d.. J...! t,t-:0 ~t. cJ::e~ t~)·.Jg.b t.!:le 

! ~!t ~ ~:?=~ ~~ E~~ver . • • -· 
-~ =~~e ~~~e !~~~ t ' 'c ;-!!~ !. >~ >! ~~~~~~r ? lU c~u:d 
ae£ ~~~ a ee~:. ~ ~ ~~·t~ · ' ,-~ -· - -~ ~-u - ~ -r -~u 
:~ .: !.to .... y·J :.C ::.j:. t~ a.::. a~.__:==;;;:.!~ i~ ... ;~-~~x1~o ; .. ·1t. 
~:~:c =e~~ ~ex!cj - :~:· :~ !: : J ~~-~~!s!. Gr.~ ~e't 
: ~t. ~!.e ~ :=~~ !~:Te:- .. :~c>~ - -7 , =~e :: ~ • e ~£~e t :at 
~:.e:-.t. , !~ - J e ~!': • t ~eo~=. Y !' : ,-;.::. !a-~::..!se:-!..::ll.r.•H.e 
=; t.w ~ er: ::e "t!e~ !!.:• e-:-; • · ~·;L.:! =e ~:.~1-,e C.e 
=~~:e Je~~::~ ~ a ~~~~=:~ ~j~ ~~~~~ . 

: ::e:-e 1.e ::~ :--:"ece .. .c:-. t .;..:..,. :..~:c- ~ j=- ·;_~ :. .> .! !fc~1c1r.A~e 
. ... ::·..1r ?~-r-ct_e ~e ')~ e: : ! >:- !!..:TE-:- • ~ SJ:,.": :"lunt.ry. 

'*ie;; ::.e , 

--.... ;.~ e ~!!. v • !"' :. !..! =.e:, -?- !' :..:. • .... . , ·- - =. '"::~"..l t. t.!!c. ~ • 
:....::~ :. !.~, : ~·· ~~= :.!:'! : : . .=•:, :t .... • !:l'Z:>~!~ t.~t 
:-,~EE ~S!:e! ":.r.e ~:..£ "::•U: t=_:-:! !_!i:""! , •).} ~ :-::::t , 
• LEt. ' : y~ur r~c~::.C-!"" • .!.3.:!.:::.! r=-.!:1:. •· ~~ = "J :-e ~an 
~~= ~~:e ~~~ ~c~~ y~:: ~~ . 

-~:1 , : t.!:.!-.L 
a= ,;;;nz e--i t ~ 

- ::..t.Te 3 T~:'7 

a :.1 g : 1"~_:-::._u.•:: 

~ell , ;~s t. ' s .•.. . . 

~-ver.yUln,g. :e~-!~ :.=:.ec ~!!~~~ 
t.hey ses- , "'7e:l, ' "' Y~- !..;!!..!!.:!' 
~~!~ ~~~~ee .. .. . 

1f , 

:~7 ~~~t . Tayne, 1E 
=--=..__:.?::u.s. s !.:"' p lc. ~ , 
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~?ueln~ . ~ns n?t- •tat ' s t ee cstt~r Pit~ ~e ~c4Y 
::?unta1n States? So I hs·te c::ne tha t t or twe! ve 
c:lr.tl::s ; ! hav e go t l.en a.,.e.y ,..1th it. I ao s i ncer e 
sb,ut it, although I real1~e 1t 1e a l ittle e~art 
alec . : ~ ?ertecl.lY e1ncer~ t tE t it you a r e go1ns 
t.o - :ts E'J~n ss ! ea.y # ·~;o suoE1d i o: s ! or e1 l ver , • 
·: ·;.t : a= f :> r e'.l.be 1:Hz1r.o n:>us1r..,; , then r•v., <;:>t 
e1g!:t. een Se~P t.~~CI w!l' eay tl:ey d-'>n • t CP11eve 1n 
t~a~. =JL if : tiiY : ~ &ge ~net all subs1!1ee , 
r~ 1c~ : s~ . h ! Seer~~~· ~t t=~ ;reaEury , : t~ink 
: P~ -~ r s :rl J ca re rr :>un~. 

e ... _, : :.!'. ! :1:£ e ve: 1! yo J do t h!it , a :-.C. : t !: 1:: t: t.!:•t. 
~E ~e~ee~ ly 5C~e 6r'U~t t~ ~~ ?~ , ~~ ~ !lv~r it 
£.t:::;> )~eoe t."l :,e ,._ =')~etf ry ::ete l cr:~ y :lu - ... el!. , 
t !la- t. 1 : !'!:te , but ~up ... "lcr y'lu do:> aray 1r~ t.h t~~ ~!lb
E 1~: ~~;ec~ ~~ 1t. 7c~t pl~ce i? y~u t~~~ ~ L lv~r 
!.~?-.;lC ;:_e,·e l:'l t he fChPOP 'l f t!:!.~-.E.E ~ 

-:-~ ~~~~ . ! ' ~ ~~ve ~~ ~crhtc~ ~; ~e~d a l1t~le b 1t.. 
: ~:.1r. ·, : ' :1 t.crn 1 t ') \· e r t ':l '"arry .,..a1t.P a~ !.et 
~~= te~t1~~. ! cF~n . : s~ n~t g~1n£ t o ~~rse~. 
: Te:::. 'J.~ : !:er e a:-.~ ! \f&e a.cezKi W!'_en : ~f'nt. 'J~ 
~~Q~e - ~~ . e?~ct!~~ thf ~ I hev~ ee~~ : s c£ ~r~er. 
=e ~=~eC =c ~~P t we rere go!n£ ~~ do ab~u: !1lve~, 
a ::j : ~~:'5. :. t=. s~5 t.? cy a:.a:.ec~nt. ~ · ~.-,X, ~ !:.e 
c~:~ . ·7~t'e ell ~1~t..• ~P ea1G, 1-~~ ·~ ~j~se~, 
~~~·, ~=E :. clg~~f~~ Se~~~~r~ ~Lo ~~~e cs:. o:~c~ 
t~~! :~~r~. • : •~E ·~~!red ~e :~~~1~ ~~~~ ~~ s: 
;~£!~~;~ ~~ =~=e!~~c el:~er. ~~ ws s a:: ~~~ :!:.!! 
,:ot-s:" :. : ~'l ... _t.!.n';F t~e e~b£1·:-~ : .-$>c.L ;$-:T..e:- !&!. :!. , , u t. 
E '..::~~e~:-: ; e!".flt>re - : r 'ulCr:'t sa~ a :-..:: t.·-:!~; t.~ !;teo~l 
1~: ;•:e!~ ~~re ~n i t..• 

:t.' £ ~.!~~ P :l!l:. ... Nl t.!:1 .. .£ t. 'l say . ~erE !.e ~: !. 1 ve-rr 
1::~er-eE t. 1::,: ?!'"~blt:. 

: ' ::t s ~:: . .:.l.:t e,:t1::o t.' try &:'ld due£. 1t.; *I e:l v'!::• !:t!TY 
gectl~r.er., but y ou ' ve sot ?e':lple ~ere ... ~, h~ve be en 
';;lr ,,· - -... :. 'lO lr. t. :.e r1l,·e r :1!.n1::.:: c:Junt.~: ~n.! they can 
~~:£-~= ;~~ ~~1e t~ L"~ ouch bet~er ~~ar. : e~ .. • ! ' 11 
•r:; t:> :i·~c.;; 1t. : •::1 glad ~·:>u a E;:e:l. =e . I ' ll d :> t.!l~ 
b e Et. : :-P-n . : t. • s J '.ltt. 11~e-Bob -:;~...;_:1er c!i lle"' ".1"> 
ye!t~~~v. ar.~ ! a: tea rful t~ore 1~ P desl ~n be-
t-e e~ ~a5r.er . .... . 

( ~~~. !1~tz cslls ~t~~rt!?~ ~r ~ . ~.J~ . t~ ~'~ E ! 
:r>~t ~by ::r. K1~ley.! 
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I ac very cuch atrP1d there 1s a dea! on between 
w~sner and Olae& t~ opp~se the Pree1dent' J futur e 
right to deva lue. See? Ther~ 1s s~methlng - some 

oues ti~n r.~ether be ehou ld ha ve it. But ! 1 11 J ust -
'y ->u ' ll J us t h~ ve t o !l 'IY a l ittle pr ey er for roe 
Tu,.eday morn i ng. 

Welt , I wasn't trying to otic:: up Straus' ploln , but 
I t~i~ it :s . . ... . 

I th!n~ i t 1s v er y w1ee th~ t y~u do, but as I sai d 
t? ~ rl!e t h i s ~?rn1ng , I meen , hereto!orc , ! said , 
"T~e t.;, tr.;;s I belie\•e in, I ' ll conttnur t ? eay eo , 
b ut fr·~;;. now ~n e·1eryth1ng ! say i s weighed : • "'bPt 
t h !s ~egn~ ~~ terQ~ o f de l ega t ee , I don ' t knor; I 
d~n 't t.~l< t h& t langunge , and 1t it v er y difficul t 
f o r Qe : ? ~lsy the :'lme ~hAt r ay. I non 't nno~ how 
t? ?la..v 1t. Svf'ryth1ng cor.~et up - "It t.h1s good or 
bqd ~r b E' tter; ? • ! do n 't Y.nor. h?r t'-l ? l !':' t h 0 t gAme , 
P.r.~ : c~~ · t ch~nee . ~~ t I may ~ay m!'y be good or 
b!'~ Pc f <> r os d e l ,.e;r. t ee Art> conce r ned, on silver; 
I J'.l s ~ car. ' t. chPn::e. ! 1 11 Jus t - ! hP.ve pl 11yed it 
t:O: !.s ;-~· r,- e 1x yenr s !Inc\ I ' 11 pl 11y 1 t tile eRme " ll.'f 
9< lons ~e : am h~rP. . Does t he t seti~fy you• 

• ell , as ~ sfly , I t hink t hAt sam~t1~Pe , eomeplnce , 
e ~ceb:~C.~· hP-s g? t to ;>r oduce an Mswer on lt . 

I ho:;e : don 't bnve a h eadache , anc\ I hope I've go t 
a sense ::> f lwr.~:>r t hl't day . And t.he hear ing 1S gJ1ng 
t "' b e ;nb!l.c . ':'hft !s 'lne ;>l~tce wb.,r e J erry and I 
agree . ! a= no• going 1n to n~v executive sess i on. 

S;>ea;:1ng ~~ ··r,.c;;r.er , he celled ce up yesterday - ea1d 
he ,r:>;;~e e~ t.~ a .... ) o l nt. !.!r . Schrartz.. 

I i:Pd t.o . ::~>c ca.oe 1n and cried o n my shoulder ; I 
r.e ve r ss., s•.1ch s demonttrati~n in my l~fe. :!ac-
~ JS~ raiee<' hell f! r ou nd her e ~>.no .:;: grace fully g!lv e 
lr. . 

··en -
:.c1t;;nol:.e : '!e is ~ra~·in.: now; hll ' e pr !l.y1ng ror the t hearing . 

:-: .:.:.:r: !'?u • v e ,;:>t. t? t. r ea t L!Pc d 1fferent.ly than you used 
t o . I mean, he ' s got R e1lk ha t and coat. 

And : u s till we~~r1ns o veralls. S;>eak lng of dele
ga t-e s , 1."lc1dento.lty , do y:~u have t o go along 1"'1t h 
~. Cougan 1n 9oe t.on, for Inter nal Re ve nue? 
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'!. ~t.Jr: Gougan? Do I? 

Gibbons: Yes. 

H. '..! .Jr: No. 

Gibbons: Senator Wel sh was down here. 

ucReynol da : I told Steve to talk to Guy; you had already told 
b l r.l. 

~ . '.: .Jr: 

Taylor: 

P. . t.: .Jr: 

Gibb?ne: 

:! . L! .Jr: 

Foley : 

Gibbons: 

!l . :.: .Jr : 

Gibbons: 

!' .?l.Jr: 

Gibbons: 

No. The answer l s no. ! bave said f or two yeare l f 
th~re are five hundred thousand French Canadians in 
~eseachusette, there muet have been one tha t paid 
his taxes. I f there ie, why not pr oduce him. 

~e ' s down in Rhode leland . 

0. K? 

I was 1n the !!ayflower last night and sa1< Jim FArley. 
This i e ·')tf the record. (Few r emarks. ) 

All right. 

Ed? 

Frank oroebEr, one of the lawyers over at the UAr itime 
Commi ss1,n cAlled yester day - sai d he ~anted to coce 
')Ver and tel< about f1nenc1ng agency agreements 1n 
co~~ecti~n with the Sh1? Yortgege Act. I don ' t know 
how much the:r need. '!'hey Are coming over. 

Tha t's all! have. 

I got the ? r esident t o give us e green light on 
tboee tbree cuttere and fifteen plenes for CoPst 
Guard. 

Yo11 did? 

I mean , on the bill; you are going up t o the legisla
ture. I 'll see bow much political influence you've 
got. 

I want to talk to you about tha t some day. 

Just go on up on the Hi ll. I t 's your bill now. 

I ' d l i ke to get a clearance on ~ idea P.ith you be

for I do l t. 
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It ' s your b i ll. See i t you can get l t . ~~e ?real 
dPnt ~·ln he 'd ~l•e 1t h 1a bleee i ng. 

Geor0e? 

! have n:>thlr;e. 

Geor ge, t hree o ' e!.::>e£ t.~1s a f ternoon? 

I ' 11 be reac!Jr. 

And Oougl~e 3r~ 1E c Jming tomorrow as a con~U:t.ent. 

Oh, he ' e t1n~ct7 ~~e~te!• That •e excellent. 

"'ayne? 

(!'ods ·~o t.~ !::c;. ' ) 

(Over tele ... ho:1.e! ··- !:c::!nt1re or !!r. !annee, ;>leaEe. 

Sumner Wellee as;p! ~~ l~st. n i ght rheth~r he c::~ul! 
coce o ver on =~~l ~ext ~on~ay. : ~ go l ~ t o a~k 
the ?r esident ~e~~- be r?n 't see us on your ~111 -
t he C~neervat.t~~ ~~'~t!on - so ~111 Y'U tell 
Sucner - • 1:1 ro~ =a1: h1= ~t eay th~ t : ~ ~s•1:g 
- thQt ! c•~e fsL~! ~=~ ?r e s1dent t o see ~ J: ~':e
t hlng , c? : • ~ ~~ ~~L~r ~~ 1t thre e ~·ct;:k 
Tueeday tJr =~~~1. r~c~ g!~·e us a l ittle :1.0~ 
t1~e. And 1~ : ~~· ~ ~~ar ~ro~ y~u, I 'll ~'T ~~ · a 
all r ight. 

( Teleph~ne c::oc.ve:.-.A:.!.on r !tb !!r. Kannee at Q:411 J..!'. , 
1 a at tached. ) 
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16 
February 2 , lP~O . 
9 : 49 a . c . 

! s::.ee--

-) ;.:: ::~.1 1.ell :.:r . . :cinty:-e ~:> aek the ?r es1C.ent if 
-~ ~~E ~e.~or lunch ~:>n.~y , I r~uld 11~e "~ ~~ve a 

• . , ~~>~right ~ fter lunch. 

'-'e :J. =-~,.. l~:>k, ::r. ::cint;,rre 
~,,~ ~~~? ~,r a Cal~ h~ur. 
::.e 1 ~:: j Ve r right. n~,. . . 

,ut. ·::>1.1 c!o..-n :"'>r ' t.:r e 1 v e 
'f ·C;)'..L-~e , ~e: e. tPking 

-~- - ~ c 1 ! ~~~inc the 11~~ ?v~r r1oC~ cJ•. -,ul~ y~u 
;..:--~f::!" t . '") l~ t. t.b.e ,-h~le t. :-. 1ns g:> :J ver ~!:t11 : :~n,.. ay ? 

··, , :' :: e c:: :'l1o - - ,-·hen! 
:• : : ~E -: !lie f:>r : ::> nrl ~y. 

: ee e- . 

rcen • Eee t he ?resident 

:~!~ ~i ~?~~er o~ tter. ~e ' s )Ut.t1ni c~ c~~ f~r 
:- !:-~ :.:>; e.y: 

.... ':" !: .!. .. 

-~:: , ~: ' s .,~ c:>u: .. oe , euoject :OJ ~J:~ ?ree!.~er:.~ ' c 
~~~~-$1 , but : •11 c~ll y~u ba~~ . slr. : • ~1 c~ll 
:- l~- ee::!"et.=- r-.t . 

- " l e· -e ·,~,- ,~·nen - c>me ~vE .~ - can tell 
~ ... ... . y:>u "' w r ... , , . . .., 

:..~- ,..=.~-: : .,.E..nt ::.:>nday . 

:;".!: , s1r . 

-·•7: go~ e9mr bus1ness ~ver here . 

..... 11 rLt;ht. , £ i r . 
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c:·~i!s -r:·., ... ' ... r. t!:" ~ -;ol:ctc c t :.!. r.s , : g.Jee c 1t. w\ ll 
Ce sJ:; ,:.b~ :J ~~- ~c. • e £!-.'l ;:t t!:s. :. : wi~: ··~~;..nt. ' ... ~ work 
r1:.:: ~ :_:. :. :.'-~ :: ~: .:. t :.~ :.. ·:::_:.:.~.ere's anot.!ler meet. -
1~i j~ ~~~~ ~# : ~!t~. 

'l . ...-:. :: ~:::. .:. !:!' : :.• ···~ '::ee:-, 
~'~~~ ~~~ =e . ~ e r~~ ~e~e -
- ~!~~ · t say ~-::.~!r~ t? ~~
·~ = ~) e:.ve =e a or~~~ 11~~ 

~s~t~5 t~ hehr tr:~ 
ca=e L~ at r~ur ~'cl~ck 

::-ne • a:; I lert it, he 
a::d he :H :i.n ' t.. 

~ll ~~:. : ~>~t ~~ a~~ ! ~e! a~~Pd t hR t he 
~ J ulC:. s~es:. !.t t.: ;·J".l , O'.lt· ~ t.'E al: r 1sht.. 

:~! - :a~~~!~~: 1;e~t t~~ e7?~ !r~ ~ep " tr~ thr,~gh 
~?c~~·s ~e~l~ : ~ Y'~ • a~i : d~n·~ L01~ there 1s 
anyt~r~ ·~~~'~! ~r. th~t a~ all. : tcin~ it i ~ a 
ve::: 1.:'!.~tr-~t!... ... ,.e 5t?!7 :._:. t.C.e .-b:tle t.!:1.ng . 3ob 
~~~t~=. 'l~ :~~ ~1~1ce :~=:1ss1~~ ~ c2lle~ oe u~ 
yeete~-ay ~r :l:.! ia;: 't~!~~e. &nt. ..-a:1ted t.? t'"..n?w 1! 
there rc:.~:: ' -: ! >~fl ny ,.e c :>::.1=.. 1:1d·.1ce the Frenc~ to 
t~1y ; art J~ ~~~ ~!B~e £ b~ A=e~1ca:l s~1ps . ! t~ld 
!' ~: : 11!~:1':. :.!:~l".k the.t. ... as 1n ?~pr::>vince, but I ' d 
re;>?~ ~: ~, y?u . 

~s~~~ c~l:ei :e ~~ e31~ ~~ c~lle~ ce t~ spar~ 
7~~ ~ )-•, ~~~ ~1S C~=?l~1n~ T a ! ~~~t ~be C00pt roller 
haj d1~~~•~! e ~~ ex&:!:1er ~, wse ~~ old rr1end 
~! -~S , ~=--?~ ~ ~~ :e g>~ ) ' :on~~~ ~~ P~po1nt . 
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c~ told m~ t he can has he~ five ye&re o r trial; that 
h r ia not a banlt examiner and can 't he one, and he 
15 dropp1ng h1c . 

'll'bJ" don't they give a msn a chance t.:> c!emonstrate 
whether he ' s good or n:>t? 

Five and a half year s 1s all ~he~ ba~e given hia. 
He is a North Dakota boy. 

~on-pa~iean League? 

;;e is a De1110crat an<! a Liberal a..""lC !ll s rat.!ler, old 
Captain 2aker, was a supporter o~ t!le Fon-p~lsan 
league. Ee was a banker 1n Sis~ck. 

:he ~o~~~e l s def1n1trlY g:>L~ to c:> an article on 
• het.ber the Swec~~ bu~et &Y!t~ car. be applied to 
t he "Jn1ted Stcte£ , t o :>ur budget, an:\ they want to 
eend one or thr1r girls down to:orro~ §Dd J:>hn 
Javenpor t, and Charl1e Uurp~. ?ant. ~o c:>~e down
t~o good old World re~rters - t hey want t o ~ome 
do~n and finish th~ s t ory. • 

Well, the acting d1rect~r 1& go~ a way ! or t wo weeke ; 
it le up to him. 

Tney wanted t o know whrther t hrre wss et111 a cha nce 
t o see Dan t hl e week. 

Yes ! ac goln£ a way s~~day. 

!t they want t o eee hlc to::>r~ tte: can7 

I talked 0110 hours the other C&..'<" wu.l:. t.l:.e you.c"lg 1~<<!.7 
w!l.o wae g :>lng t o hanc l e l t. . S!l.e cUd!! 1 t kno• en.r 
d ifference between t.hr •c:o~~t1n~ b~~et and the 
~~~~~ ic ipal budget. She 1e t ak l ng ~e place or one 
or t he o~her girls . She is ri~l1~ in . 

One or the~e girls - Ulu Bell - l s co~iog down 
tomorrow. 

I don't kno~ whether George gave you t.het propoeed 
t'&llace lett er or not. They have eoo:o!!tUng - de
Yelo~ed a very intereetl~ meco~dua on lt. 

'n •~~lace? Oh yea. 

'!h• ?reside nt 1 s reply t? •P llace. 
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• ayne, that 1e a budget t~in6; l~t 1t c~me t o me, 
t.hr:~ugh "8Tfte , as lone; aa he h h5::~d l1.ng Wallace 
! or ce. 

~at.'a a l l r1se~. 

4t. 1t. CO:It' ~ T&yne. All r<_ght? 

~~t. 'a a l l ! hsv~. 
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~ ~C'L HOUSING AUTHORITY SECURITI ES February 2, 19)9. 

11: )0 a .m. 

?r-esent• 

;; . .. . J r- : 

f ;,ley: 

;; . ;~ .Jr: 

Foley: 

Ur . Taylor 
.lir. !Sell 
Mr. Foley 

Go ahead, Professor. 

'l'he only hesitation I have ever had about this 

plan of his is t hat he is switching f rom t he 

local credit of these housing authorit i es t o t he 

Federal subsidy f or his ability t o sell these 

obligations . No.,.., if he were selling t hem in the 

normal way - New York City Housing Author ity has a 

oillion dollar project; the Government buys a 

hWldred thousand dollars of the bonds, nine 

llWldred thousallQ dollars of toe bonds are sold in 

tne open market !n New Yor& - I wouldn' t ha ve ~· 

hesi t a tion. Tha t ' s wha t t he Act contemplRtes and 

thet would be perfectly all right. 

But wha t he ' s att eopting t o do, sir, i s to ta~e 

San Fr ancisco, St. Louis , New Orleans, Chicago , 

and !lew York , and t hen get t nem all t ogether a lld 

come out with not a million dollar issue but wit~ 

a five million dollar issue f or the five l ocal 

housing &ut hori t ies . 

Would it be one piece of paper f or five cities? 

No, it would be five pieces of paper. But t he 

purchaser would rely upon t oe annual subsidy 

contract that each housing aut hor i ty ~oul~ enter 

into with the United Stat es Housing Aut hor i ty, and 

he would look upon t ha t as t ne equivalent o f a 

Federa l guaranty of the obligation of the l ocal 

housing authority; and I say to the extent that 

tha t isn't as good as an annual appr opria tion t o 

pay principal and i nt erest on a Federally guar anteed 

obligation, because it ' s merely a moral obliga tion 

on the part of Congress to continue t o O£ke an 

appropria tion each year to meet this subsidy con

tract - that tnere !DaY be a default so:~e day becauae 
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~~ngress fails to make t he appr opriation. hnd 1r 

~~ 1oes happen, because the purchaser relies upon 

~e f~l f aith and credit o f toe United Sta tes t o 

~e ~t appr opr iation in purchbsing t he local 

~t:t&a~ions, such a defaul t cay hurt the Federal 

~r~-!t . That 's been~ main objection to this 

~ Ell the way t hrough. In so f a r •• • • 

Kay I take t he othe r side for a minute? I don ' t 

ge t t~e diff e rence, in your argument, whe ther Stra us 

sells toe bonds of five cities at one t i me, relying 

o:: ~~e s ubsidy from Congress, or ~<hether he sells 

t~e ~~nd f r om one city at a time . I ~ean if you're 

goir..g t.o rely on t he s ame t hing , it ' s Just doing it 

~~les~le . I don 't see wher e your argument - I mean 

t= 70~ ~uestion - I take it you question t oe sound

::ess or t he bond because they 've got t o rely each 

yeLr on a subsidy from Congress to make up the ••. 

• • • =!.:"terence between t he nor mal economic rent and 

~ s~sicized rent. 

~es . Ko•, t hey ' l l have t o do that Just as much i f 

~a• YorA Ci•r sells i ts o KO bonds l ocally as -

~el: , as if Straus t akes f our otner cities and sells 

~ec na t ionblly . 

Y~e ajJ'ference, sir , is tha t oe has fra.med the 

s~sidy ~ontract be t ween t he United Stat es Rousing 

~=~~rity and tae l ocal housing authori ty in such 

a ~~Y th~t toe abili ty of t oe ~nited S tates aousing 

-~~ority t o witnnold t hat subsidy at any time the 

i o:el ~ousing autoority ~asn•t l i ving up to r ents 

or ~enoot sel ect i on or operati on in a sanita ry way 

3r any o f toe o•her standards tha t tne United St a tes 

~us·~g Authority ~ght ley down - t hat abili t y is 

~;o ~red i n order to get nati onal credit instead 

o~ loc~l cr edit f or toese obli gations . 

5o• sait a minute. Just stop right there. I under

stLnd UDder the l aw tha t t he United Sta tes Housing 

=j tne righ t to withhold certain subsidies U' these 

~eople, say, didn't r ent t hese r ooms to certain 

i.ne.:>:ae &roups and so f orth . 

iaat• s r i got. 
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Bight? 

Tllat 1 s ri&b.t. 

I 111ean tb.a t • as tb.e pur.,ase . 

Yes , it wa s intended to be & saDCtlon to eotape.1 

these fel~ows to l!ve up ~ these sL&ndards. 

But wouldn1 t thet be exactl,y the saae contract 

with Ne<K Yor" as i t would be lli th .f'1Ye c lt:ies? 

It wouid. be, sir, b ut in wor~ out this plan 

l:le llas Wl"itten tills contract in such e ....,. that 

many of tae ad...antages to the Otdted States ~e 

given up that ne would llave Dad 1.f ne didn' t =~e 

t o ~e t nese concessions t o ~s f~ncing cro~ 

1n or d er t o get this nati o nd credit ;mase • 

.Vell, now i t 1 s begl nn l ng to come o ut. l'h.tit you• re 

telling se i s i.:l order to sell ~s to..UI& on a 

national plane he• s given up certG.!n ; :-erogat:ifts. 

Yes. 

No or yo u 're get tin& dom - I ::tean I - it's !fie 

d ra•in6 t eeth. "~bat ' s l:le giYeD ~? 

Do yo u understand all tnis, 'layne, o r can I pursce 

the t l:Ung tm-o ugb. =q way &.lld y ou t&Jte it? 

You b e t . 

llfhat • s ne giv en up? liow I get you. You s ay in 

or der to put this thing on a national basis a.e • s 

given up certain prerogativ es, is that it? 

Tnat• s rigat, yes. 

Just ::me q uestion I ' d l.llte to a slt at t.:U.s point. :t:t 
was neve r eonte:a:;>1ated 1n tile Ac t or an;r ot:ar ~ 

tllat t he appropriation lllUcb would be sade would ~ 

1n the for:a of subsidies to 1nri1rtdual. b.ousiq 

aut l:lori ties, was it? In other words, it ' s ~~ to 

be a b~ job, tA&t is. 

It ns intended to be subsidies to 1.odirtdual local. 

!lousing autho:-ities . 

' 
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!~ ~~~l local nousing authorities, but tne re 
•as ac ~e-~ bet,een t he appr opria t i on by Congress 
2-!:<! =::~ i::n!v1.dUIIl nousing author ity . 

s~, en: ~??~opriati~n w~s made by Congress to the 
G:l!.~ Sutes 3ousillg Autnority. 

-~ ~== ~E -nited St ates Housing Aut ho r ity , i n 
t.=~~-- - ·e ::i.Ul c ontrtcts f or t he payment of t ba t 
s·.:=s:.=:,. •=-: i t ::..t.o enterea into rri tn indivi.dual 
=-==~ L-.1.:0:1-:ies, would either aeke tne psycent 
~: Y!_r--~.:.: ~ne ~l!y:lent. 

=~ ~ ===~j~iati ~n goes t~ tne United St ates Sousing 
A ; t.:u:.!. ~ ~. 

!=t' s - -.o Sutus, and he ' s tne channel through 
r.l!.c:J. it !~s to the other one; but Congress 
·~~c ~7e~ c~ntemplate t o appr opriate f or t he 
~e• !~~~ ~~ing kuthority . 

--e-~=~e : d o = ' t see too t it ~akes a nel~ of a lot 
- ' ~~e:e~:e •::>etner you do i t ~n t he basis of one 

! t ~~e~ ' t ~e a ny difference from toe st&odpoint 
of ~ a : =r opr ittion . Bu t Eddie goes a l i ttl e 
f.::c.::u:: ~;.., _ truc't . lie' s got a right to wi tnhold 
te ,._-=us:;g of tne subsid.y under c ertain condit i ons. 
de ' s a~s~- ne nesn•t actually .•• . 

Et:': -:= =r.e7 woulo b e pa i d i .n, a owever, on the 
~st.s ~ff ~~ or igiDal schedule , 1n the forCI of 
a.a a~;:.>;trl£ -:ion to Straus. 

i.> 5""'=• tllllt ' s r i ght; t nere ' s no c hlinge in t aat. 
"'1.7 o~·y ;o~t i s ta&t i n order t o get this 06tional 
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creait he ' s a.ad to eo~r into tills contract with 

the l occ.l housing autnori t1es in a wa,y t hat he 

wouldn ' t have done it i f ne was dealing Just with 

toe New Yor~ City Eousing ~u~hority. 

" ha t 's ne givtng up? 

d e 1s pr actically tying his nands , a nd he can't 
"itnnold t na t jlli7J!.Ellt at all . Be has to make up 

If it doesn ' t go ~ toe l ocal authority, it may 

ev en go t o t he trus t ees, aight it not? 

You ceo.n taese oGJ:U;e:-s 1r0.> want t o do t h e under 
.,riting nave .insi.;ted = a t he g ive up • • • 

. . . ::er t r. in s a :~::~i.>=.s thf. t he -.ould be :.ble t o 
n ol d .>ve r t~e l~ca l ~~in& au t hority t o c ompel t he 

local llo;.;sl-ng aut=:-i tJ t o live up t o t he standar d s 

t net ae would Ley j 01rJl L S t o t eru;nt selection, a s 

t o cetnoa .>f o per ati on, as to r ent t hc.t tney cnarge, 

e.od so f orth . 

Well t:len, b o:U..c.<; a::. 1t !'rom tne s taodpoint of t he 

ba n.ter , t.ne t ~ t= t .:e ' s done ia;Jroves the value 

of tne b.:md, beco.use ~ey 1 re ma ocing it pr actically 

impossible f o r Strtus to act e s c channel t o witOhold 

a subsidy . T~t•s • ao t y ou ' re t elli .ng ae . 

Yes, tna t• s it. 

an;i you say t ha;; I ss 
what you really s s;; -
a spects of the t!l.i!t6· 
me . 

~o, I'm not, sir. 

Secretary of the Tre&sury -
should get 1.n on t he s ocial 

7ha t ' s whet you ' re telling 

Le t ote Just r un t =.rol.lEh- t hat I should s ay here 

that I':. afroid t ha t Straus is giving up tile right 

t o forbi d t hE.t £ !=ll:; with 1.nco:~e of ~10,00) 

should get taese ~par~nts, tha t he ' s going to 

g ive up that r~4ht. 

Tb&t' s no t !1Q' ;l'Ol-nt. 

•lhat did he give up? 
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li'bat do t he)' give up? 

'I ell 

&5 

.is I get it, this nati onal 1118rketing o r gan1ut1on, 

1n order to mai(e these bonds good, 581'S to Str aus, 

•:ay God, any 1110ney you g et tro~a CollireSs, j)li.SS it 

along; •e're not goillg to have &D;;t strings attached ." 

tb£t ' s ab~ut it, and I'• not - ~ obJection goes 

fartaer t aan the contract. ~Y obJecti;)n iOes to 

tae ~>PJ1ro;~r1ation tba t Congress ~aust s.a.Jce each 

year. ADC men the banll:ers insist th£t Straus 

s et ta!s t41lJ& up 1n much the 21:1e • ay as a 

l'e<ier&lly g Ullrlillteed obligation , I say tast there 

is a d!Iference bet• een mak1ng an appr opr iation to 

~eet ~ese rent subsi dies on the part of Congress 

and :aaldng an appropria t ion t o lii!Y prlnci;»c~ and 

interest on Federally guaranteed obligatio ns. 

7iell, Congress 'lfon 1 t distillguish as bet-.ee:: tb~. 

I t ~nll: to.ey •lll, sir. In other •or.!s, you have 

6 fello"' f'ro:s J.lab&.aa and ae says, "I'• DOt going 

t o v~te t or an a ppropriation of 5J a111i >n dollars 

t o the Uni~IO-d States Housing ,l.uthority t his year t o 

;~e~t n egroes 1n liarlem to U ve o ff t:le peo;~le 1n 

the South. • 

aut that bridge was cro ssed wh en they pas~e<i the 

bUl. 'lbat 'lf&s liO' •hole t ight. I • as opl~Qsed to 

the subsi<i,y methoj . I said, PBut:d the gol-der n 

houses, .;; 1ve thea to the aut horit)', an:! t hen our 

respons!bU1 t)' ceases. " I !Sean t!la t ...,s ::q -.hole 

a :-ga::ent. 

T~t' s r:..&}1t. 

I s i d , •Let's cut the responsibilit y , let' s build 

ta~, rinish it, a nd give t hem to the !e• York 

Hous!Jlg !uthority, Gnd it's up t o tbe2 to r un thea 

any wey tbe7 want ." 

•Ro , • said this l.awyer of St:-aas 1 s &.nli a ll the rest 

or that - •&o , we' re goill8 t o hol.d the stri.DSs, and 

•e're goill8 to - tllis r oo:1 1n oroer to be sel.f

a&.intaining would have to e a rn eight col.l.ars a roo• 
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a Dd ln o r der to lS&ke tne2 rent t o ttte r i6h'l. dnd 

of people and the r ight income people we're going 

to gi•e t4e:s ~ su bsid)', and we ' re going to hold ~ 

str ings 1n th&t way . 'fh&t we're goiJl& to do 1.s, 

we ' ll pay a aillion dollars for the b~ding, t~ 

:ongre ss Till have t o appr opriate a ~llion do~s 

for the ne~~ s~ yec.rs t :> subsidize lt, -;ay o=

selves interest and the difference of the cost.R 

I :Jean that •as the whole ;;>hilosopb,y, eod that ' s 

woat I was opposed to . I 111ean I fought the tm.q 

&nd I wc.s licked. a I stating 1t right, Dan? 

Tnat ' s right, yes . 

\Yhat? It t oo k us , y.:>u re:seaber, su hours U) ~ut 

tnat t4ing out o f t.net fello• - wbc.t 1 s nis !l.!Ule? 

That's ~eyserling . 

7.;:~ s••t.t t.:Uit out o f h.UI. 'Ibat was the picture . 

You re::~e~ber, l'l'ay-r;.e , we ;rent all through t hat thlJ!& . 

lloor, Christ , n o• can Straus - t he bill is ;.assed ~ 

Congress each year votes 28 aillion dollGrs , isn't 

it? 

r nat ' s the ll=it f or the p resent. 

They' r e supposed to give that much. Now, aow 

I as Secre~y of the Treasury say t o S traus, 

going c;;>ntru-y to Ule sp!rit of Clis blll sod 

giving up cer tain ri&hts, and I'a 6 e tting in 

= 
rtoc' re 
you' re 

• 

I don't th1.nlt you can, r.nd I've n-itten this let~er. 

If y ou don't lUn:i ~~;i• saying, I thl~ U you w.-e 
counsel f or - back in 7 0ur old Job with ~r. Ickes, 

for • h.atever tney called it m en bousiot! •as o r-..r 

there - wl:la t was it celled? 

P.W. J. . 

I'd co:se around on your side o f the t able sod ~ 

yo u' r e a hundred percent right. But froa the sta.:x:

poi:lt - lill I can say to Straus, i f it was tl:le oUur 

way around, r:lou' v e entered into a contr act 1mi.ch 
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gives you the author ity t o go b~yond C~ngress and 
::&Jle it possible f or you to rl~l::. tile int er est, 
sD.l ther efore t he bond to ::;e l~.c..s ~s tnoJ;gh it 
w&s~ • t N0rth the puper it ~&s ~ttLen on, s od the 
on!y thing left is a Governaent guc.:-ancy , and 
:~ou're il'ea.l!:en1ng the posi t ion of t.b.Et b:>nd .~ But 
t Ch t isn 't Nnat he's dol~; stri=:Lf f:-o~ the 
st.Bnd;>oint of the investor, ,.,.a.a: ce • s ~o!.n;: - he 's 
giving up certa in rigats ane the~efore the bond is 
~etter tnon what Congress 1nte3de::. it ~ be . 

1bLt1 s right, it's better ta&n •~t :o~:-ess intended 
it t o be . 

I ::esn if I wsnted tD be a :u;:!u::- ~ go against 
ever ytaing that I said - but : 1 :..: !;O bs:k to tq 

or igiru;l position: "Baild tae ta!.::e; !..: 3t. rle:!! Uld 
t-en give tne builaing free t~ the ~eil' Yor~ Housing 
4utaor i ty cod cut all Federal st~~s &nc sll Federal 
0bligati 0os , but tor God ' s sa£e :et •s tet out of t his 
toing ." Do you ( • oylor) cnec~ •!~ :e? br e we 
togetner? 

I t.link they bave obviously gi1ren ·.l;;. Ulese aedge 
cl&wses wntch tney had in orde:- : = -<;e tne bond 
sr.lable . 

1~ oraer to make t he bond salz=:e a : c. lo•er r ate 
~c.= !t would co~and if t oey Cl~•: rive up :hose 
he~ges ; that ' s it . Now, :y a~7 ~~~. Yr . Secretary, 
~o ~iog this ~rgument is t o gi;e :~u tne caveat 
t.n<:t by d:>int; this t a!.ng the:; ' = =e e:::E:Jgering t he 
~~edit. of the United St~tes, bc~L ~e ~er • re ap
;>r v&clling it - in or.ier t o b e ~c:., t.> ~t the inter est 
r a tes that they ' re talk!~ abo~t, ~t t hey'll have 
t o re~resent t o the public is ~ ~=~ig~tion gU&r en
~eea by t he United St ates, a !:.l !:' s !:.ot, ::nd if 

there is a default ••• 

Isn ' t it guuraoteed? 

~> , it' s not guaranteed ; nv, no . 

•ell, t hey can' t say t hat . 

uf course tney can't. 
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He's afraid the bond salesmen wi ll say the United 
tita t es Government is behind t his, although on t he 
face of t he bond it will be plai nly s t a ted i t i s 
not an obligat i on of the Unit ed St ates . 

That' s right; t hat ' s the poi nt I t hink you have t o 
consider, sir . 

\'/ell, as Secre t ar y of t he Treasury , all l 1 ve got t o 
watc h out for is tha t in my opinion • • • This is 
the impression that l was under originally: that 
Straus was selling a bond which wo~d c&rry cer t ain 
features; that wnen he per mits t he local housing 
authority , be gets the income t ax exeaption, whlch 
he doesn ' t - additional income tax exeoption, which 
they don't get when he sells it . Isn' t tha t cor
rect? 

Gets a fully t ax-exempt security. 

Tne Ne·w Yor.c Housing Authorlty ::~ay issue its obliga
tions at the pr esent time fu l ly t ax-exempt . If 
Straus issues an obligation guaranteed by t he 
Tr easury, the proceeds of which will be used to 
buy the obligations of the New Yor.c City Housing 
Aut<lority, it isn't fully tax-exempt . 

Nell, and on tha t grounu I'm per fectly safe, and 
tila t wa s t he position that l t:>o~: that you .-er e 
going t o dump 90 ~ercent of 80J oilli:>n oollar s 
worth of b onds, ?2J million ool~ars of t o tally 
t ax- exempt bonds on t he mar ltet, for A'hat? - r or 
no reason ·N'natsoever; ana the t Ne coul:i borrow t his 
money f or him for a lesser r e te and not gi ve up the 
t o t ally t ax-exempt t hing - fe;:ture . And on tll6 t 
basi s I felt I was on safe ground . 

flell, the .veakness in t hat arg ument , s ir , was t nt. t 
he would buy t hose obligations t o resell wnen he 
could and when he r esold t hem 

l:ie ' d buy what obligati ons? I sold ~> b.undred !ri1l11on 
dollars the other day for him &t l-3/o . 

Be would talte that one hundred mil l i on dol l &rs and 
he would buy obligations of t he New York Cit y 
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Rousing Author ity and ~e Chicago Housing Author ity 
and San Fr ancisco Bous~ /l.l;t;.:lOr ity and rtth the 
proce eds t nose ho ustn& a u taor itles woul:i build 
t he i r pro j ect s . Then •c e:1 t.!ley •ere co•oleted 
Straus would of fer to t tte pllbllc the obligations 
he bought r~oa t hose l OCLl h ousing L~thorities 
a nd they ' d be fully ~-exe=?t. 

,;·ell , we never cross ed t :e b::-1t:.<;e that •e ' d let 
h1a sell those . 

I under s t = tha t, !:tut :.::e ;o!=.t :.s t !lzt ::e s hould 
n&.v e a n agree:nent • l tl:t ..L::t ~ tee ?res !.d ent . Thls 
t hint;, to me, f rom !ll1 s u.:.=;oot:.t, as I s ee i t, l oolls 
ve ry, very simple . "Sa~~ ~e, :&r. ? res i d ent, buy 
" hundr ed mi lli on dolla ::-s T::rth or t h e United Sta tes 
Housing obl i ga t i o ns , 'l7e L ~~ec ~~ion dol lar s 
t o Stre us; ne fin.c nce:! t.::ese n:>oin6 a ':ltnor i ties 
during the ir c onstruccl:>: r~!.oc , t~EL ~e t&lles 
t heir obliga tions ~~ . : ~s ~e, ~en be sees 
fit, sells a t ot4lls t:.u:-E.Xe.::.;>t. _,::- sh::U:c t e 
Aeep tho se i n ais t r eas'--: &S £~- T~t do yo u 
call it, asset? 

.;olle teral. 

• .. ... -as colla teral &6£•rs~ ...... ~ ~~ ~ 1 GeL£ • • • 

They're c o llaterAl a gli!Ut :.::e ;;=ra n::eed obliga 
tions the Government wca> • !.s~~e. 

Yes. "'r the o ther alce ::-:2-:1..-e: s hould he 1n the 
first insta nce t a.ke t a.e :o~l !::.o':lSi.ng autho:-ity 
and l e t t h em sell t hetr o~ percent?• 

Now, I t hink the post: !.c::- I'• e a t clll.ng ay tae -
the position that ! e a.a.t t.:> t u e - I've taker., as 
I unders t and it - ns : n l~..-e t 1-e:;; t h e bund.:'ed 
.Ulli on dollars , t tl£:1 ::.e LEi'~ t.a~se :.tllgations 
in hls treasury a nd .!LC. = t reseU t!lo, 1n order 
n ot t o put a.no ther ~.:i~ ::L!.:.l.!.cr. ::!ollc's >ro:-th or 
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t.otaU.y t a x-exeJDpts on tb.e =rltet . :5:w, on t h2 t 

;>OSition I t b.1nk I' a on e &tir eJ.s- s a.re cr<>'C::ld.s 

Uld St r aus b..as n otb.iDi to k :1ck aboct . 

•eu, mey I point ou t • • • 

.o.re 7 ou w1 th a e s o f EX , 'la :yue? 

( lods yes) 

Z.S I point out b.1s answer t '" taE t ? ats 2JU~er 

c1ll oe tb.a t you are no t lay~ doTe to !c.:es E.Zld 

to J e sse Jones , who are beyUJ<; oor<c;eU:»r.s t'u1l,y 

ux-exempt of JDunicipaliti es ttll oYe=- t.r.e co:mu-y 

~11 toe t ime , f or t h e P. W. A. pro~a.a. the u.~~.e dDd 

:>i" ;;r ob.1 b1 tJ.on . He 1 11 say, • If yo:.: U:ll t a e:a they 

.:6.!11 t. ao t b.at , i t' s all r ii;llt f or ::oa t o t.ell ae 

I c an ' t co i t. " 

Zirf erent t ype of obligat i on . 

lllo , it ' s tue SBJile type of oblii&d.~r.. 

•re tuey t o t al l y ;t,a x-exea;> t ? 

Yes . 

~ot.ally t .a x-e xeapt, but toey ' r e su;;l<)sedly the 

;>ledge of tb.e local org~:at~cr., wu!c: ~ ~ 

:is not being, l et ' s s ay , bol~ tered u;-, sl:.hsicl~eci 

ey the Feder al Gove r = ent . ! t~ t::tere ' s a 

mhter ial dif fe r ence t aer e . 

lell, t o t net extent t ller e is a cli!'!'e-er:«>. 

Very lllb.ter lel o U'ference . 

Thf.t? 

l:ll.)'ne ' s point ing ou t tha t ln o:1e L:l.s;;e.::.ee t.ce 

:>bllgat ion is belng s ubsidized bj· t be Federal. 

Government a nd in tile o the r it i = ' t . 

I tb.1nk t b.a t ' s a very 1a ;x>r u..n t Ci.C"!' e=e~e • 

You c ean on a ccount of t he subsi.C;j'? 

~0 
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Yes . liare•s t4e Ci.t,. of Chicago that pledges its 

credi. t to do & ceru.l.n tb.1J1c . 

T!ley• H say the P.l!'. ! . c:rant o f SS percent is the 

I!(OUi.T&~ent o f t:ne a::n\al. r ent contribution, end 

~~ thlit extent •• • 

leU , ~e ? . W • .:.. . 1rrant is exac tly what tbe Sec r e tary 

w&s t&lld ng &bout, which was t og lve it to tbea alld 

~ere 's DO f ;;rther s trill6s on i t. 

1aa-;• s r ignt . It ' s DO~ on annue~ th.lng, it's a 

1 ".Xlj) sn::t C~!ltribution. 

That ' s done , t b e7 1 ve built tbe subway or whateve r 

the ~~ it i.s ~'re b~al.ng, and tbe Federal 

Governmtz~"; bas -de & contrib..tti.on to tbat, but 

t:Dere ' s no c ontlnn1 rg i.nu.rest or tbe P'edera~ 

Gove rn:ec t 1.n the ~1ntentiDCe of tbat oart iculs..r 
t.h.1D& . • 

!"nat • s :-1get . 

• l:.r. t I'd ilk& 
coiL<;: le •re 
~J per cent of 
l:i) ter., O.:>&'t 

~ sei! is t his. 
b :.:1.ld.il!6 & !lou.s e 
tee acne,, don't 
tney? 

This is what we ' re 
and we g1. ve t ne: 
we? They only pu~ 

In tb.e end we ' ll pve it &U t o tbea. 

• e CliL ' t lO&D t hea ~re tnan 9J percent or the cost. 

-..ne o t:ner ten they u • e to r a ise loc.ally . 

In t.L:e end we ' 11 g1. ve th& wllole bucdree percent. 

•e &1ve t h ea 9J ~een~. tney build a b\liJ.C.red 
~tlllon dollc.:s wor th of j)!:'Ojects. :.X then 
! or ~s o• Jllon collars wortb or projects bow 

::.u.::ll Sl.lbs!.cy co t.:::.e7 get, &nd inte rest? 

-:e-11. , 1 t aepends on the going Feder al r ate. If 

i t' s two ana taree~uarters , it would be three 

an.! e -.uarter . 

You ~Lean ••.• 

Lacll yur the tlni.t.ed Su.t.es Boustnc: Author ity would 

sive the 1oca~ bou.sinC autbority three and a c.uarter 
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percen~ or the capital cost o f the pr o Ject, which 
1s & otllton dollars. 

'ib.ree and 6 ~uerter per cent? 

$)2 ,5jJ eve ry yea r . 

B.ow: d o you get the tb.ree and e c;uart er ? How do you 
orr1ve a t t.bat? 

t b.a t • s t l:le f or:sule in the s t B tute: one-balf percent 
above tae going Federal r a te, and the going Federal 
r a t e 

I t' s t•o ana L ~6lf now. 

!n r~~~ f i gures, it's two and e half, and tha t ' s 
three pEr<:ent. 

\~t ' s r ight - $30, 0JJ. 

Tnree oercent a year . Taat would be $3J,OOO' a year. 
lio.at eise? 

f~~ that ~erioo that tJJ , OOO is ~robably - some cases 
1t rlll :t:re: than ~y interest end r e tire t he pr i n
ci~l c~ ue outs t.ulding booos; 1a so:~~e places it 
wLL: bave tc ~e care o r caintenance deficit. 

-hey 're settt=g a c ontrib-tion on ~tensnce? 

; ell, tb£t i JO,JJO can be used f or • . . • 

Then on ~il o f that three per cent ..-e give t hem 
to~ tcx-exempt1on. 

Tbat ' s ri6ht. 

I 11ean t!ley could go out i f they want to end bor row 
a Ul.llon do llar s totally t u-exempt end get tnat 
bont;S . I .llu.D they get the bonus t bat wa y; on top 
o f that b e)' get t J O, OOO bes i des. !;o..-, what 1'111 
seyLcg is they should have one or t he other, but not 
both. T"=t•s -.y position; I'aa g r aduallY clearing . .. 
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But his answer is that tbey are permitted botb 
in the law and that Congress bas authorized t hat. 

~hey are both permitted , certainly, for tbe ten 
;ercent; you have no control. And it' s question
able whether y ou have any control on anything tbat 
tbey want to go over the ten percent. 

Nell, way not - are they going to come up - is the 
bill going t o come up? 

Well, he 1 s got an 6mendment in, yes • . 

Going to asit ror another 800 !Dillion. 

23 

uell, way don ' t we do tbis? l'ohat I would do is •• • 

But even if we take it out of the law, out of our 
law, the exemption that they get • • •• 

It's in t he local. 

.•• is in the local sttttute, and unless we•re willing 
to construe the Gerhard t case t o mean that we'l l go 
after t hese securities, even though v;e don 1 t get the 
l egislation at this session of Congress, we're going 
t o have a lawsuit on our hands. 

Well, I thinK I ' ve never understood this as fully as 
I do t oday, and I think we better let the damn thing 
&o and let Straus do wha t be wants . 

'Ihat ' s 

That's about what we·•ve said in this letter, sir . 

I t hink Eddie has pointed out t o you the objections 
t o this whole procedure, but after be 's pointed it 
out I think he 'll agree there isn' t a hell of a 
lot of control the Treasury has over it. They put 
the authority in tbe Administrator. 

•eat's ~ positi on. 

Haven't you got this possible aut hority? Couldn ' t 
you construe the authority of the Secretary to 
approve and handle these securities on such terms 
as he may require? 
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• ell, U!Ose e. J:en' t ~ru.t.eee s ecaritles. ~bat' s 

Dol t ~ ten pc='1:alt Ol:' ~ OT U the ten 

pe rcen t •• • 

'IW: t .Ud Tv U r e.. -I re Kl;ED y.:o~: s o .Ld t = t c=:::.cred 

t o r a.Llt ~ o t.Ae:r uy? 

!bose c:e &ur~ue~ se.::=it:ies . 

Yes, =e:r•re rte•c:.t;£e.! se.::..:r1:1es, tat Oi±:l't you 

r e<;t:.ire ~t Utt>se - !u,st 11tlct ue Se<:re~"'J' sE.id, 

to.at ;:,b~e.U.c:ts wu.icu nE oras get~ sbl»r· d b e 

be lei ;:,o 1~ t ;)r t::ezt? 

I t il!.='t • "1: • Se,:re :c=y, thz. t id :iie • s g :::t c. ;:o:>d 

letter t.:lu-e. 

aeac 1: ~=-e. ~ r .::u ?:e&~e? 

wo ear .J:r. S!:::'a~ : 

ws!.!lce Nee Y1.DE t.!le cirl!.Eu c~ doctmenu e:o:lo sed 

in yea= le~te:- ;)~ ~ecber ~~ l .;J.S , ~ e.=:;J"e:erce 

h£s bee!: ::el.c C<i!a'eE.n ~- f ol e:r url b-. !:e:r~erllll& , 

&Li ! =ve :iis::t:SSeC t!le Utt er rttb lfr. Tnley &nd 

o t.he.r ~.e:.dJ:rE.ES a -r %5 S U((. -s f ~s-_:t ~~ :.:lese 

Colol'e:e--es. r ::.J!."re cecicieC. =t U) o;:;o•e t'.;;rt.her 

t oe con...~ tJ.~:> :ll ~ ;=opo::ed s~ ,~ ~ i.u&ncing 

tae !.c•~ost c.:-:;.: ' -6 ;u-ogr=. : = t;o<'-(; ~~s 

acti~o •itG. tse -..:::ne:su:x~1 ce; ( l ) t:~.~.t t=.e a=w;l 

c.:ntr!.b~i=::..s a.c-:re~t r ..ll be •?~ro'r£<3 LS tn 

l egtii ty ~::r- tte £tt:::uey Ger;er~l, { :<} rr,. t !XI loeal 

nousing e ::.lZDr1ty seet:ritJ.es .uJ. he sole except at 

sucn t ' s e s ;<n' 1= sc::::h amt:n:s &s n.:.L =-: i.Dt.Er1'e.re 

w1 m ur;; ': : eas.:=-:; n ac~i q; , ux: J) t=t ::.>0 such 

s ect:! t.ie5 W"!l..: t e sok exce;t a ~ an kt.ere st cos t 

t <l a. le=.l = :-s•-e; L::"...c.ority less c;a.=. tee ~t.erest 

cost would he 1f tAe l:nited SU t es ==i.l:& .:.-:.t::orlty 

;norc'"Fsed t:::.ea.• 

&ad that uey ' r e w1r l "6 to cio? r ecc't .et ~t. 
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.l.b.f.t st.tply says they won't eaploy t his method J.r 
the r a u: t.DLt rtll b e obtained is more tb.rin t h e 
•• 1 n l • lM r a:.e t.ba t can b e given to the l ocd bou.si.n8 
cutao_ritjr ••• • 

GiYe ~e &n exaaple. 1 don't ge t it . 

ioeli, :Let ' s Sl>Y tal't tbe !lew Yor k City iiousinc 
Aut:wr it)" llallU to - has a llillion dollar project • 
.l.r c= I:~:I.ed S t a tes Housing Authority b "ys nine 
aa:;.:::ee U::usE..DI! dolla r s or the Hew Yor k City 
iious !..c:g "'c t.llOr i ty •• •• 

:Stntt!' ClqS nine hundred thousand dollE..rS o r 
...a"=:-diE ' s bonds . 

Yes . 

a:e =·~ b~ tt.elD f o r l e ss tblln t hree and r. C<u.arter 
~e~ce=t ~terest . No*, unless tbey are able by 
to.is s~ne:t>e ~t taey nave outlined her e tog et 
un.ie: =~ e.!ld e ,.uarter , they should do it in 
tnc usm~ r.=,y r.nd tney s boulcin ' t e~:~;>loy this scneo e . 

Ja.s t - = • just e :ainute. Supposing - 'll'by s bouldn' t 
::1.e, !..!' = ~. buy thea fro tll L;;Guardia on a ta.ree 
ilerce.::;; - "t:::i s bouldn ' t be? 

I=1: ' s n zy : •11 SoYlni ae saould c o it unless by 
e~pl-.1 >£ ~s scaer;e lle c&n get below three percent, 
·~~ -~ ~ fics he can do. 

ThE" ~:;l,C be tae only r e a son for adopdng this 

SC.:!.elte. 

l.es, tille only r e ason f o r adopt ing this scbE!'!e. 

'i~y ' s go ing r ete is 

• • • tr.» and a bLlf • 

!~ !~ .-ould be tbree percent. 

ib.6t' s r ight- unless be c an beet 
r a.'te. 
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In otber words, unless be can go Ln the aarket 
and sell t 11ese bonds •• • 

• • • fo r less tnan three percent. ~nat is, tne 
local housing a ~tnori~ - unless t hey can do it 
f o r less t~n toree percent, t hen be ' s got to do 
it our 'lta'j . 

Tnen be's g~t t~ ~o it our way . 

i\igbt . 

inat•s all rign t . I n o ther wor ds , be's got t o 
save m.oney. 

~he7 1 ve ~ld us that t~t•s the scne::~e . 

~bey tole us t :!ey 1 re only interested in saYing 
money, they . oulon' t be tal~ing to us abo~t t~s 
plan unless t~ey could . 

Tbey'll ne•er sell tnem. 

r d on 't tbi~ tney ' l l ever sell tn~ e ither. 

"'o you t b1.nk tney wil l , h;yne? 

(Nods yes) 

ibe Cne:Ue2l &.nlt of New Yor~ is hea~ng a syndicate 
worilng it ".lP · '!hey tnlnk they can sell the:~ . 

lnat•s a good claase, that clause there. 

You• ve g~t y ou: co:pet 1tion as between, let ' s say , a 
taree per cent tully t cx-exeo;t bond; thLt's what i t • •• 

That ' s ~t !.t rlll be. 

All right. ~bey can sell those . 

It'll be t;Wo ao:i ta.ree-quarters . 

Full y t ax- exa.pt. Sure. 

It w~ll be 40 o r 5J yea rs - • batever the loca~ 
housing author i ty does. 
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They ' ll sell them, if t hey thi nk they can rely 
on this annuel subsidy which is in the nature or 
a pranty. 

'iou bet y->ur life. 

.. aey sen t hee fully ta"x-exempt. 

~be les t paragraph. 

•In t aking this position I do not wish t o create 
the impr ession that I am in any sense passing 
upon ~ae wisdom of the annual contributions egree
~ent es a ~atter of policy, or upon i ts financial 
soundness or legal.ity. These matters pr oper ly are 
t he concern o f the United States Housing Authority. • 

I'm sa~isfied . Bas Wayne initialled it? 

Dan has . oVayne basn•t. 

Wayne has r ead i t. 

I didn't 3ee it until Just bef ore. 

Tba~ rush you, ~o initial it? 

No. 

I t hia.t that's ell right. 

I think thLt ' s about a l l yo~an do . 

I think it' s the s afest kind of e letter that 

I thi"nk i t ' s all right. Here, I' ll sign it . 
r tnink it's all right. 

I s till don ' t like it, but 

ltou e nd :ae both, Wayne . 

~e don' t like it either. 

I don't like it either, !4.r. Secretary. 

out I tbinlt what lolr. Foley ought t o do - and the 
Secretary - i s be sure the people in t he Attorney 
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Ge.r;er e l' s ott ice, when they pass upon t:lis q ue s t ion 

as to le&all t)', under stetld t hat the Treas ury doesn1 t 

LD Ul:;' n.7 at~prove this. They !Sight send onr a 

bu'e st.ateaent that the Treasury does no t ob ject. 

~il.e ~:reasurT bas done more tbal! j ust say t a ey don' t 

ob ject. 

You ' ll ( 6 oley) do that: 

I c CD do ..ore tban that. 

Sc , I ' d be f a ir about it. 
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FEB 2 1939 

~ ..... t.UC \lloe d...t'\1 or hr w ntl u• 

1a ,.., le\\cr or D111o..,_r '• 19)8, a ..to- baa -.. 

-.u llo;t•• a Ill'. r o1.tr7 _, llr, lt!JeerU .. , .., I ... .,. tit~

_... - •\wr oUll llr. Pole7 alld o\lloer ..-.,. ot ., 

ot.att. M a rct ul\ or \lloeoo _,,._..., I ba.,. dael ... 

lid\ \c oppeoe tv\lloer \lloe aOM-Uoa of \lloe pn~ 

I._ or nMM!RC the ~1\ bo•lac p~, I • 

\oll:lac Wo aoUae oUb \ba ...Soro\clldtac (1) tM\ \Ito 

~ -t.nwu ........ _, will ... approwd .... lopl

tv • ~ .t.tto,.., a....ro1, (2) \bat 110 ~..._lac 

.,.\!DrlV _...nu .. will 1lo ool4 u oopt at o..U U.o .., 

1o oMII -w ao will 110\ iowrr~... w1 \II UIJ Troaa~ 

n·ndac, olld ()) \bat ao .... b o-nu .. will lit .. .u -
..,, at ... lawr .. t ooot \0 a local bouo1ac autborlt;:T leoo 

t llloa \lit la\cr .. t ooo\ wow.• bo it \be lla1\ocl Stotu llollliac 

~Orl\7 po&reboood U..o 

Ia \ak1ac t !th poa1Uoa I do 110\ nob \c ..... to \be 

t.;>re .. J.ae \lao\ 1 aa 1a 0117 ,.,.., paaalq llpOil t bo wi..._ ot 

\Ito I I -\rlloaUoao OC-11\ 01 0. M\t.er or poll.,, or 

'l;la8 1\1 r1Milelal t018daooT or loplltJ, theM Mttort 

, ..,..rlJ uo ~ _ .. ,., of tbo Oaitod S\1\oo ••lq 

~rlt;:T • 

... ralol.T .\llaa strt• 

.w.t.aioua"r 
1a1w how• • •ac lla\blrt• 

~ ••• c. 
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TREASURY DEPARTMENT. 

INTER OFI'ICE COMioiUNICAnON 

DATil re'bl"<<&l'J' a, 1939 

,..M f . !!. !ladlq 

Cqgpap. BaH • floo ptll&a 1, r. Q. Offtr!• 

J. 7/W{. eoapooo woo.lcl cl,.. a pr~• .....Ur pN-\ •rial\ o

:!Hiou of l&/321acla \o 17/38lilU. 'lbl.a cl ... • an ataqaa\e 011ah1oa 

!or 11r1ou arlaot reacUOD.a . Sillee the no O'llh\lui41JIC ll. r. c. 

oo\o Ia net ba.,. 7/W{. eoupoa, \hi a 11ft oae 1JOII14 a(!Jua\ 1 taelt iD 

U.e url:ltt Nat1l7. 

CD \ba oU..r han4, a 3/.fl/t eoupoD woalcl IP at U.. preoeat peak 

::ark»\ with a pr~• ot 4/33114• \o 6/38lllU. 1Uhoach web an iaoo.e 

woulcl r;1 ... a aniac oftr a 7/tlft DOh of $1.090,000 1D 1Dtereat dlu

t"' U.o Ufe of \ba Dote (2 7tare 11 aoDtha), the euahiOD 1t felt 

Co;mo.g Mtt 11!14 .. , •• 

1/~ 0. 68 
0. 11 

3/4f, 0.68 
0.'71 

.. , ... ,,... 
11/ 3a&cla 
15/aat.U 

6/321acle plua 
4/38lilU alanl 

-* 
lloot pro'ba'ble 
CoDtana\h'e 

llot\ pro'ba'ble 
Coaoarn\lYI 

! 00 
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ll¥ doar Jir. .Prod &eM 1 

In NP17 to JCNJ' -~ et I '7 

ao~. 1 ·•e« Baaeo \o - GbAl- Is s' •• 

&114 let b1a ~ bow JCN foU la ......,. \o 

tbJ.o proponcl leclalaUoa. 

AUKbsll ~tb JCN w1U flwl a 1101P7 

of llaDoo' ••J"'III4luu to .. , ~ ,_ tiP \o 

4&\o OD lilow tbo WaJO aM lloUIO a-l"oe foela 

allout tblo ,....,..- t.ctolotloa. 

lCNJ'O o1noerel7 , 
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Ia ~17 ~ 7~ .. :xu .. ...._ of J_, 

23Ul, 1 , .... S.U.a 'o-~ llo gtlaa 

u4 let bola ~ blrlr 7CIIl fel.t 111 ,.....S to 

U!J.E PJ'OPO~ l~loD. 

~tnt ~ bn 1Ul 1tN ..m n.cs • 0097 

of n.-.• -1 ••• to ,.. , br1IIIP!lii ,_ urp to 

4ate OD ba- tbe ~·and lleane c-itt .. f .. la 

&bou\ tbla p: o'a r' leCi•la\loa. 

y _,.. atncnoel7 , 

~ "'2 - '-
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Jacuary }1, 1939 

:~: 'rhe Secretary 

rroc: Mr. Banet 

In ~ccor~ance with the memorandum receiTed by you !r~o tte 
?rttl4•nt eoncerning t he goverlllllent t~f\%"7 an4 conrmoent 'bond taxa-
!l•n cat t or , I did a• di reetod and raported ~o Cba1 n:.an Do~ t on t4t 
:t 04• t~e wi~ of the President t hAt theoe two 1te:~ be eonstcered 
t or• ther ~t one end the saca tice. I atated t hat tte Pres ident was 
!ur!ul t l-.t<t the legislntion would f~l 'by th e wt¥s i'le SAd •J.rg;.i ~pon 
Y:. :Outbton the desira bility of eonaider i:>& i t a t the eArlies~ pcssi'ble 

:.:»:til~. 

Ao I nported to you 1:> .,y ao::orandun ~f Janl.l.'>t'Y 24th, t he re Tat 

~ stro~~ 4ea1re in the House to t •Z• up !~1 quatt1on c~ re t roact1 TI 
tav.t~on and t !le grantieg of r elief to tllo11 t~:o:;:a:ren !"..U1D6 under 
! ' e Port of Ue~> Tor k Authority c11ee and hMir-c sue!: a 'bill rassed 
1\.:.l ekl)' tn v1e• of the fact t hat tl.ere w&" lit t le or n~ controver sy 
>: this iooue. The situation i n t he Waye and Uoons Co~lttee whleb 
•o:.!ro:>te<l ue wan t hat heari ngs on •oct-'ll aec:-.1rl t y and old-age pensloo 
,l~• had been oet for Wedneod&y, Fob~ry l•t• The Co~ittee wao of 
f!!e oolnion that there was not ample tice to gt'&.~t full h earings t o 
~o th o! th••• aubJecte p rior to t he open!~ of th• • ocial se~xrit1 
~•o.rl::gs a.~d t.:u Coaoittee wa• further unwill1"41: t o del as t~ :'ebruar'1 l st 
~'' !or such hearings . We also faced the potsib111r/ t hat in t k4 
\~ltnct or • definite reeo~endatio~ 'by t~e Traatur7. t~e Co~ttoe 
=·!.c.t!. act upon one of several bills alrtl\4:/ tn!.rcduce~ in Co~ess . !or 
~~tine ~~\\et on t he r~troactlve !eature o ! t~e a&l~-y ques~ion ~th
)~t ••~tidertna a t the sane ti~• t he fu~Jre poll~/ of c&Ci~ ~ •alariot 
!'\Ublt . l !\ Yiew o·! all t he ctre-mstsncee , the re!"ore. we decided to 
au tte la;;s and !!eans Co=lt tee to start t h e !:otor ~ :l&• h:.::ediatel:r on 
! l.t oa":>J•ct of taJtbtion of State and Poder~ a~ar1ea , in Coe future 

&r ••ll aa the ret roactive feature. 

7hoot hcnr1"41:8 have been held and I haY8 been tefo~e t!:e Co~ltttl 
:ont!nuouoly Iince las t Thursday. '!!be cc::pleted draf~ ,...,.. e&"ted upon 
by t~e Coccltt ee thie af ternoon and wil l be 1ntroduc•~ tc t ho Eou•• 
~>oorro". I t ~111 then be re! errod back to the Yays and ~an• Co~ttoo 
~or !in&l vote . I am convinced by whAt I l\llve seen and heard and fro"' 
dl tC'Jttlons with aembers of t he Cov.o!ttee tr~t t he bill will be reported 
o::.~ f " Yorsbly ne:<t Tuesde.v. 'rhe bill hl\o 'been ..., r;ced o~t 1>1 =nl for 
' "• Yay, end lleans Corr:~ittee, countol for t l:a Treuun'. &:>d ~epreut.t.,. 
tl~u fro:> t he Depf\rt::lent of J uetiee, handed by A.aeiatant .lttorne:r 
~~~·ral J&Dea W. Vorr1s· So !ar aa I know. t~re 1• no d1sagree3ent 

Regraded Unclassified



- 2 -

"'""'' eounnl , that ~ 'till accoapUelc.u the object aoU&ht b7 the 
Fru!do:t 1:~~far u 51:ste a:.l! !'ederal Mlariee CO• I ebouU aq 
~'-"' t!:o ftroq~ct• f or tl>e "bill pa. .. iQC the llouee are faTorable &t 
t~l t!et &! 1t aee;ed U> 'be the ~MI"e.l COIIUUUcl of OJ)i:liOII ao:o"l; 

t:O. :t=~':tra o! the Co=i tt~e C:at 1t ~11 ~e utr=el:r cUf!ic:u!.t !or 
I!J3 t'"~'::1; o!!icial tc sta=::! up d U7 t hat be ia ln !aTOr of e. 
: :-! rllo,;ecl elu • 1.:1. ~t!.o::.. I !lope tl:a t ,..,.. wi U &&rn wi tb • 
t!..&~ we ta.,• Jr.~Ztna:d t.r.a r'~t ar.:r•• 1: th1a Sfttter. 

- "' i 
- '- "J 
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ru~M.r dw.-. 1WJ 23, at 4r00 l'.ll., t '"~ 

a coat•~ •* tloe d'tt• e1 ~ ,..tea ar &M -.. -' 

-. c-ttwe. ':Mw pa rrot '--1'" &M Cloal~ _. oo-eaU 

..... tw b n el lM c:-tt~. Jlr. Iars c.r.-r at !•-•
""" 117. :..- lleCorWMit at • • -u ....... ..,..," ... wUI> tbe 

Cb&i~ fer.o tbe c-it- -ac t;reOQ, ...a 

117. Ill~'- le • l.ectal.aUft Cc-el ef tbe ....... 

JCr. Cella st... Cts1et at sutr et u.a lol.at c..tu .. 

Jlr. on.-. !II'~, J.ecial.a$tft Ca Ml et U. ~. 

It - t UatelT a;;wwt tat u.a fMl~ or tbe Coaattt .. 

aw)en -• U.t a !till w ld lie l..-uatel7 ,.._ t o }2'0Y14e 

... u.r w .-.. ta.,., ... ,.. an Stete ... .a~etpal -olo"''• 

oe4 - _.. \aDa loy ~- ll7 .... , d U. Oa!ludt !l.elaloa. 

~ C=-crea- 11 I \e rwl \k:$ 1t - LJ:;n-aetloal to tllb 

., U. ~\lea at U. tw-... ~tiM at nate 11M .aiotpal 

aelartaa at t!da tba ~ w el lM .._ad\7 fer ntnh<l ,ub-

Ue lw~J'bca -=! &M l.MIIt at ...Sl aUa tba fu ndl bearlact~ 

a. to -ui ~\7 l.e«1•l.atln MIS ot.Mr M\tan, wbloh aS.Pt 

, ,....., U. ,...,.. at t1w llill ~ *M l!~ ar llarc!>. 

J ,.. a \ad Ia w ab- '- w ,..alltle \loa -.:odealn!lllt\7 

o! ..-...nttac &M ... -J• f...,..._ r.- tM Mt\ar of ta.tv'a 

taau ... 11M t .,.u __... - 11o1oora t.a ~ .... 1'7 """ of \loa 

=-' u.. "'t.!l ..,. cc-.4pY,., __ ._ 

1a ~ t ,.~ -' tut lM ,..alll- of botll ratro

aetlft MIS ;>roa,-dtft \aza\1- la -.l.arlaa,.... ,art at oaa 

,aUq a:a1 thai .,. at~ te ..,..,te .._ c;:llt oel7 raaalt 

b u. phh:c at - ,.n '* .... al tM ....... 1 -

Cft\a4 thai loa e1 lM l.M!t at tW. tt ~loa w1l ta 

"fUa\1 aalart" rw-..,. ~~-at ta ,, _,u .. 11M 

tab w:t t Hately at - tiM &M re\NMtlft 11M t'naN ,_ 

tta. at aalart" ~liMo!.: tw ~~-later la &M-at-. 

&t\411' -ts.Mla ...-w, t loel1Wft tut I - Ill'. ~, .. -' 

liP. C..,. te.., Yiw 11M Jlr. • C t --' laelbet, at la .. t, 

- . 0 
- ~ 
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::ej· : 

:..:.:. ;:-: 

: • ..! .. Jr: 

: • .: . Jr: 

~ . :t . .:r: 

l[r . Irey 
l[rs !Oot:r. 

FebrULry J, 19)9 . 
12:20 a.m. 

• ; 4 --

~er, what I want t o ask you 
cert t o t he Attorney General . 
y:;u .-ent over t o s ee him? 

is this. r•e s1tt1n& 
~hat happened shen 

de was very much in sympathy with our views, but 
.ae thought tne t bing lu!d gone to the extent noll" 
-..here I. t wouldn't be a wise thing to do aD;ything 
<ob:><Jt i t. In other .r;ords, the thing which I 
~:esected t o him indi cated clearly t he oan should 
~ever ~ve been nominated. 

7lc.o? FreDlt Vurphy? 

Y!kE Igoe we ' r e t alking about. 

B;;t !.!ilce Igoe having been nominated and the case 
l~id before the Senate, be thought de should ~t 
least nave so"'e crimina l c barges ageillst him 
before \lie could ever be Justified ill bringing 
out, if necessary, ill a public near ing cherges 
ega~st oLo. Be said, ill other ~ords, t he thiniS 
wc.ico I presented t o Dim were things Thich &?pealed 
to us but wouldn't appeal particularly t o the 
publi:: . 

Let ~e ~sk you a question . Doesn't the Department 
~r J ustice, t urougo the F. B. I . , ever investigate 
pr oposed Judges - juoicial candidates' cneracters? 

I ~erst~ni they do . Sometimes t hey ~e Kritteo 
:eports . They s omet imes sake oral reports. 

Be interest ing t o see the r eport on ~e Igoe. 

one or the men - one of the assistants t o Edgar 
5oover c~e in to look into I goe 1 s case and inter
viewed ll.adden, end at thr> t time told ll.edden be ns 
caking an oral report, had been dir ected not to 
oake any report in writing. 
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lr~: 
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: rer: 
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Irey: 

a . .A.Jr: 

I :-ey : 

B. i:.Jr: 

not:: 

S: . l: .Jr: 

Ire:; : 

:15 

-2-

~ell, we 1 Ye done o ur bi t. 

Ye s , sir, , e haYe. and he sewed to be y ery a ppre
cict1Ye . Sis a ttitude WI'S all r 1gbt. 

I 1!11 disappoillted. 

I ns too, b~t I coclan' t l.n.sist. 

ae brougnt u;> a lso the J uq:e lianton case. I told 
h.1J;> we were wor~ on that ill connection witb iJlcoDe 
tu utters. And he ~~>entioned also tbe J.nnenberc 
case, aDd I t olci h1l:! -.e were pr epared on tbat•&.IQ' 
ti.rae tb.ey • ere. ·• 

All r ight. 

All right. 

LYerything O.K. ? 

Yes, e•errtbin& ' s l~•elf · 

r •c ..Usa;lpoillted. 

Yes . All rigbt, s ir. 

: ell 

I !mew y ou wo:.U.i! be . 

&o, I •a sorry •• • • 

Yes . 
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TREASURY DEPARTMENT 

""'" 

seere~:genthau 

~. ~~ 
3?C Financing 

A eo~yon rate of 7/S percent la reeo~r.~ed for t=e 

>;JC ~:~o~s 3FC }-year note lssue t o :e o rrered on •onday. 

s.:cl:: Cl)UJ:.Oil rate sho•.lld re'!ll.lt ! n a ~:-ec.l.uo o r be tween 

: ·: a::! 5/S o r a po1:1t . 

~a la a ver:; l1bera1 ore"''= ~or c iseue o r such 

i:.v:-: ::.&::".lr1ty (2 years 11 months) , an~ tte J)Os siblli:Y O! 

a ; ~- ;:erc~:1t co-.tp on r ate there tore r1ees l=edi ately t o 

:.1:~! . ~e 1/8 percent saving in coupo:: wcr.:ld ;.ean a:: 1nter

tlt se-~r.o; o~ ;1, ()94, 000 over the lUe o~ the notes. 

~ opl!lion, however, is that a co-.:pon rate or _21'+ r er

~!:; : :;,~~ ;>ronde too a!llE>.ll a ~r!!:U= - 5/32 to S/32 -- to 

1::;-.:re ~r.e .o.1cceas ot the lKue 1n t!le event or a sharo dls

~=-=~:e ! n ~~e =arket. I n these days , when atate~en· s re 

;!7en ~o t~ing noses at each ott~r across tront1era 

i!!7~::0S: :1=es a :10nth, allowance tor the pcss1b1li ty o! 8l;oh 

-'.!srur~ncea is essential. 

tte efreotlve r a te could be ~ared to a level so~ewhere 

·. ,~~~ Jfh perce:tt and 7/ tS peree!lt ~,. offeri ng the lower 

C~-tVJn at a a:aal.l discount , ug 99-7/t:, or t!:e hlgher coupon 

a; s ..-:all :!)I'ec.11ll:l, aay lOQ-1/1+. In ei t!:e r of t!lese two 

CS£6; , ~e ~Ket price would be 1 1ke17 to ~e ~etwee:t 5/32 

~c.! : 2/;2 e:.Ove the otter i n,; p rice . Y1 t!l t!:.e !:.1gher figure 

=c~ :~eA.;; 1n o~ opln1on. 

".a-1-s &::l! a.ny other subscrl';)ars d!slUe to P&Y pre:nwu 

:U ~ "JI:ld n:l do':.lbt weloolile the oppor:u:u ~ to pu ... ·ehaae the 

;:- ;~j&rd =otes at a discount. In the , resent instance, we do 

:.o~ ee:1eve that enough 1a t o be ga1::ed 07 ~e;:a:-t1ll6 tro~ 

::~~!!.e:~t ":l7 1sS'..t1og t he notes at a c!.! scount . lre should not 

~~7:lr o t!er1ng them at a ~re:d~ unless reports t ro= dealers 

u.: ::ts-·.· s L"l 1\81' York a-re suo as tc l eave no doubt or :he 

-;:~est o~ ~e issue a t L~ orrert~~ or!ce ot lOD-1/h. 

'i l --
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7obrwar,r 3 , llai. 

letomac \o \U n-\ oolltoruoo 1a 7"V otnoe, 

a\ 'llt!icll U.. ,._ laAioaW \hat all pt'Vpooo4 appelat

-u 1a ~ !~!bot latoll"'l&l. bnDM CollooUoa Dlo\rie\ 

ot ... Yom Uall lot 'bi"CCq2lt \o 70\11' •"oauoa botore .., 

aoU• b \aDa, ;rw an. n.rpe~ utor-.4 that tha 

Collee\ol' ... la41oaW a ... in \o noo •t tM nudp

_, at llr. AaUw J , Eell¥ f- tiM pod \loa of aldef 

n.u ~7 1a o-le a a\ t4IOO per -- \o 111• .. .._ 

poolU,_ of Aaoh._\ Clldof J'iel4 llopUi7 1a ~I wt\!l a 

llllolaq at taoo per...,., ..a tM ..,.u-... of 11r. J1ea7 

"-efer u Gb1et 71al4 ~ 1a Orf4e 12 at t4IOO ~ 

- · 1a ~ _, "'* ao\1on to acnoaU• \o 7ft• 

tu Colleetu' • ottloo lo taao4 with a cnat '1'111-

ot .,...- laoi._\ \o ~ ~ Mz flllac porio4, ..a vpoa 

...-lp\ of J"'V ahtoe \hat \be propoao4 .._... an ~ 

a'bh \o 7ft, tM •-OUT 1Dwo\1p\1oo will M S..o4la\al.T 

.... \o 4e\oftbe ~ qalltl•\lODO o! IIJ', AJ.aui.U'o 

(11.-.> B. llor&e~• Jr. 
loorotuT of \be !re&n1'7 
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February 3 . 1939 

Saw the President . Showed him this chart and said 

that the document I was going to hand him was directed to'A.l'ds 

t~i~ to find out why there was such a sharp dr op 1n ' 37 or 
our national income and the thought was that if he 'M:Iul.d seud 

~e these questions, as Chairman o f the Fiscal and • onetary 

eo::::U ttee,and make it public ,that Lubin woul d help a e ami that 

Lowell Mellett bad seen it and t hought i t would be excellent t o 

J'llke 1t public, as it would throw the editorial writers into 

co!llplete confusion. 

The President ' s first react ion was not good. Ee said, 

•You htlven• t covered the complete field" . a.tt the oore be 

u gued with himself the mor e he liked it. Be said, •This ~es 

care of two sides of the cube but you haven ' t covered the other 

four sides. A lot of questions the Monopoly Collllllit t e e axe look-

~ into - patents, etc. The most important question we hAve 

always ducked , because we have been afraid of it since the IRA 

days,is over production. Call in Leon Henderson and let hi: 

take a look at this- he ' s the best man• . Then he questian.ed 

me who was on this committee and I told him. Be said, "l thi!!ll: 

it is all right. I want them to study it " . 

I sai d , "The A.F. of L's J anuary Bulletin i s very 

cuch worried about what is going to happen 1n 1940 and :heo 

they end up by making a recommendation that what we ~eed is 

a Nati onal Plauming Board. He said, •That ' s fine - th:1';1 s ~e. 

I would show this to Harry Hopkins and l et hi.m show i t , 1n con

fidence, to the Chairman of his Advisory Board and let thea 

;:l.lke suggest i ons . That will help Harry a nd please the Q--&1..--.c~ 

of ~he Advisory Board." . I said, "All r i ght" . 

He said, "You want to ma ke these questions JU$t ~ 

provocnth'e as possible" and the mor e he talked about it t.!::e 

core he seemed to like the whole idea . He sa i d, •7bi~ i s ~e -

thi: i s good . Go ahead with it. Start your own group o~ ~e 

~1sc<:J. J.:onet ary Committee ·" 

I was very much pleased because I think that tt1~ ~:1 

be one of the r eally important contributions that I will - -<e 

dur.lru: th~> ne-.;t t wo years and I know that the Presiden~ rt:.: 

release this to the country a nd that the country will te ~pressed. 

P~ongst his f irs t reactions was - "If we giv~ this ou~ ' ' ,:~~t 

the peoole vtill say • Has Washi ngton suddenly woke up to ~=e 

fact t ha t t hey don ' t know what ' s the mat ter? ' " So I !aic, ~ell 

the 26 Questions here - nobody can answer t hose t o-day•. 
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3ec::use l!hat I want is tha t the President !l:~c! 1£~ 
-·~ :>.:.::-r lmOY tb&t he r ea11.zes tba~ there isc' t tm;J wsy of 
•.::r..:.z ~".1! pr obl.eo through a co::tpensated bud&et tut tL-s-t 
: •• - .! ;:" f. t least. 26 things that hav e to be solTed ~o.-e we 
%" : •::t c eo billion nat1onal incoce . 

! !:1.1<!, •to show y ou bow people tb.inlt - '!fin Rie-'l.er 
. ·-•• : '" : 5o. 7 ' Short36e of Sld.lled Labor ' was t:'-_at chokai 
;;~-~· h:uci i'.L !locm in the spring of 1 3'7 anc! that is tee 
:::- :.::: ~~- : :!:~ th<:t caused the collapse and that 1s r..E: l:e 
~::-.:.::;- : !:!.!'.XS• . '!he Pre:;ident sai d , • ':"net is r1dietJ '<n .. "· 
: !. ~::, · : tt.o.r, ::Ut ti::ere a::e lots of people in the =t:J 
::: £ .:":: :::e :~! there i s one t hlr.g t hat did it . ..;.t 1-~ 
,., • , Te 1: cii!feren~ thic6:S which ai&bt or aight not ~~e 

':"'!e ~esident never brough~ u p any <(Ue~!.c:: a "!:>ol:t rq 
. ,.,..., L !,eech &nd I t!link that sho"lfin6 hi= how trc• ~ -::z:•-:! 
-::% :'"" 2 t te::- with the country that he w1.l1 he fair e::~!l 
~: :~ :~- to fo rce oe out to talk a bout one it~, ~a-e·y, 
: :, c.l::;:~:lH•:eC b.leget as a cure-all . 

: ~eel that a great wei&bt is off my shoulders ~d I 
..:. :<> ~«:, ::::nr that he has a ;>;Jroved of this p1:m, Ye r e;>l'y 
:-=: c.:c;,::;: .Ht !o=ethinb in ~be n ext t ...-o years . 

I aslteC. hi1:l U' be bad beard froM Pr&.::.k l!l;. ~7 a"== t. 
::.l::!·":e:-& ant he saiC. be bad not but he would a slt '!rl:-
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7:.• •~~back 1.n national 1.nco~~te 1.n 1938 !:as ~ 
.:::-~::-=":N b: •s.r1oua people to a n-ber o r cauaes. 
-:.!P :.e!'! ~ ~ a ppraised. Among the :r.ore 1.111~ te 
·" :._ ·s~ s...-.P: 

·-

( ?) 

, _ 
' ' 

! ) 

( ::.) 

c::n 

• 
!Xeess1Te speculation 1.n co~d1ttes 

~:""..at1o:l&l"Y e~fecte o r 1!1cr<!ases b 
reeene r equirements 

!!:be curuul::ent o r go·nrtllllen t apencU.:Ig 

:.bor difficultie s , 1nclud1ng r&?idlT 
l.DC r eased wage r ates a.nd e1t-dcw':> 
s u-U:ea 

=-.,.,r~a.ges o r stilled labor 111 keY 
pos1>1ona 

J. ~o-rap1d inCrease 1D p~uctlo:J. ~u 

1. d e<:l1.ne 1.:1 new co:~~~ truct1oo 

J. 30~~ct1on of t~e =arket f o r new 
ca'Pi <;aJ. 1 aauea 

!:.a.l.!ld,lustment or pr1cee, and prlce 
r!.;;1dit1ea 

?~ o f gold p r1oe reductio:~. 
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(lll) Go•e:-n~ent coapet1t1on 

(15) £xeeea1Ye ebort-tera 1nsta1laent 
oo_rtng 

II. 

:t 18 p roJ)Osed t~t &n 1rrvest1gat1on be l!lll.de or 

~~~:s~o ~da=•ntal factors Yb1ch oay eave bePn s1gn1-

~~ea:: t ~.n br~ng1ng about the decl1np 1n 1ndustr1al 

s;:::r..::v 1:1 1937 and !9JS, and which oe.y at3.nd 1n the 

• s " o ~ boreas 1.D.g the nst1o:~al 1nco:e 1n the ru t ure. 

;~!~~~~c rec~~endst1one baaed on the t1nd1nga o r these 

~ '"?=~::~:!.o::e e:::,Uld he :ade 1n order t!:a t oolle• 

;:!;::_: oe t:':H"':rula ted ..::J.e!i YOu1d lead t O &n 1mrease 10 

· :.~ ::a:1::.:"!a: 1!lco::!e. The tolloY1ng are so::e or the 

~~~e ~~e£t1o!ls to Yh1cb ~be 1nY~s:1gat1on s hould be 

.!i !"~~ ttd.. 

( 1) 1")-..at l.:::!)orte:~t 1ndus tr1•s ta•e ::ade less 

tba."l a orooor:1o:~ate c o:1tr1 but1on to the 

1:1er•ase 1il ~e nat!ona1 L'lco~r.e 1n the 

past r:.•e TearF? 'll'l:a t L=portant 1ndustr1~ s 

l:.s.'7e :a~e aore :!:a.:t a orooort1onate eont r 1-

cu~on t~ thp 1ncr•aae· 1:1- the nati onal 

1 nco:e ln t!le oa s t t1 Te YM rs? 1I1B t can be 

do:1e to c o:tvt!r i: e o eel fie 1ndus : r1e s • h1cb 

=a_y ? re:arded M'COYery to et1:aulator8 Of 

rec~T~y? 

(2) Eo• tar 1s the cls12 ~t new 1nvestzent 

1.a being ser!.ous l,.Y blocked by S;lecit'1c 

gcve:u :::-.e:: t :east:.!"es Jus :!~1ed? 

(3) To w=at extent does ne w ceo1t~ 1nYeatnent 

t or olant e=a::&on a.'ld n~w 1:ldustr1al de

•elo;l::>ent col=e 1'roll ( a ) cash assets? (b) 

borror...ng'? (c) u:e o! ~ul ty secur1t1es? 

(ll) '!'o ~t exte:1t and my are depr eela t1on 

c'-rses not be1ng re1nYested? 
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What elements ot our tax etructure, Federal, State 
and local, eerve substantially to retard the growth 
ot the national incoae through their ettects on 
consumption, on new investment, or in other waye? 
1lba t modifications that would stimulate or encour
age the growth ot national incoae could be adopted 
with r espect to: 

(a) Level ot upper bracket personal surtax 
rates 

(b) Carry-forward ot losses and anraging 
ot incolll8 

{c) Consolidated r eturns and taxation ot 
intercorpora te dividsnde 

{d) Undi stributed profits tax 

{e) Capital gaine taxation 

(t) Capital stock tax 

{g) Excess profits taxation 

{h) Social Security payroll taxes 

{i) Sales and other exoiee taxes 

{J) Tax exemptions and other specific in
centives to encourage employment, in
vest ment, etc. 

{k) Depreciation allowances 

{1) Other el ements ot t he tax struct ure 

(6) Do industries or speoi tio ventures with reasonably 
bright prospects have any difficul ty obtaining the 
necessary capital? 

(7) 

{S) 

In what industries should capital be invested dur
ing the next two years? Row much ie likely to be 
invested in t hese industries during the next two 
years? 
What ia the voluae ot savinge likely to be avail
able tor i .nvestment during the next two years? 
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(12) 

(1}) 

(14) 

( 15) 

( 16) 
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How much would substantially lower rates of inter
est t o borrowers of capital f or product ion of 
caoital and durable con sumers' goods increase 
borrO\'ring? What can the Gov em men t do to lower 
such rates of interest? 

How much would a reduction in the cost of borrowing 
to ootPntial purchasers of durable consumers ' goods 
( e .g. , home purchasing) increase the demand for 
such goods? 

How i mportant wouid a longer rate of amortization 
be as a sti mulant to the demand f or durable goods? 

At wha t pointe and what level of increased ~reduc
tion will the lack of adequate skilled labor r etard 
exransion? 

To what extent would priva te invPstment be stimu
lated ..:er e the Federal Government carefully to 
del ineate the areas of our economy to which i t 
propos es to conf ine its inveot ment progra m in the 
near futur e , l eaving other areas exclusively for 
devel opment by private enterprise? Is it possible 
for the Government to specify exact ly - - by industry, 
or location, or function - - the field of investment 
activity to flhlch it oroposes t o confine itself 
duri ng the next two years? 

What measur es could the Government take, either 
i ndeoendently or in cooperation with State and 
local governments, to increase government invest
~~nts in sel~-liquidatlng enterori ses without 
competing with private indust r y and wi thout adding 
to the budgetary deficit? 

It has been clai med that priva te indus t r y by i t self 
cannot profitably absorb current savings. Were 
thi s true a continued national income of $go bil
l ions or more would be impossibl~ unless the 
Gov ern ment provided invest ment opportuniti es for 
capital through public works, eto. What evidence 
1e t tere that supports this claim? 

Wha t types of Federal Governent expenditure operat e 
t o 1ncroaee the national i ncome most, and which 
le a st? To what extent is it possible to shift from 
those that increased income l east to those tha t 
increase income most? 
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Is t here a ny Jus tifica tio n f or the eLL!& ~~ 

governmental s pending on publ ic wor ks or I?~ 

pro j ec ts r e sul ts i n a decrease i n spen~ c= 
the part o f private enterprise? 

Would a substantial increase i n t he pub~c <:te:,t 
duri ng the next few ye a rs have any i lllpOrtan~ 

effect on government credit? 

Are t here any prospec ts t ha t (a) intl&t1oa o~ 
(b) deflatio n will eme rge in t he i~~d1a;e 

future ? 

( 20) To ~nat exten t are wor ld develop~nte ~·~ 
t o consti t ute a drag on r e c overy i n the ~~ 
StP tes during t "le neYt two ye prst Wh$t s~~. 
if any, c 9n be tBLen t o pro t ect our e~no~ 

from possible adverse e co nomic e ~fects co~~ 

from abroad? 

(?1) For '~<J'Iat specifi c products cc.n - e expec; ~ ==>
s tant1al increase i n exports during ~e ~rt 
two ye• re? Wba t, i f any, re ... o vable obs ea<::..es 
lie in tJ'I~ pa t h o f impor tant increa se in car 
total expor ts? 

(22) To '~<hat extent, in wl'>.s t f ields, and •1o t h lftst 
effect s on our nat i onal i nco:ne, has t :.e C~ 'le :-_np~t 

c ontributed t o an u neco nomic price ttzuc C!n"e? 

( 23) What w111 be t he net cont r 1 bu tion the. t iOile :fp~e:-&.1 
Gove mment (and if a scerta inab l e, S ta e an.j :oea.l. 
government s) will make in 1939 a nd 1940 I;.J ~ 
volume of bu ying power i n th e hs.nds o r t::e ~ -;>lU 

( 24) Would the mainte nance of a substent!allr ~~ r 
national i ncome requi re e chan ge in t he ex!.5'1,. 
r a t io of savings t o coneum~tion? 

(25) To Wha t extent would a redistributio n o f ~ cst1ooal 
inc ome ccntribute t o the attai ruaent .eod ~~;:.a!lee 

o f a h1g!l nat i onal i ncome t 

( ?6) How much unemplo:red wru ld we have wert ocr =~1ccal 
income soon t o rea ch $80 billions? Wb&t ~· d1&
tr1bution a nd wha t ski ll cla es i t1ca tlon ·~U uke 
u p the unemployed group at t hr.t l enl o r lr='lli8t 

How large a vo l ume of une.~ployed must we e~c~ 
t o make provi sion t or du ring t e e next ttn ~% 1"S't 
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ll'ebrua..., 3 , l.Q~. 
10: ~ a.a. 

;.-_- ::": =elb . 
:-· ... !~: 
~~:: : !:es. 

: : 

·-· 

.. -,."':-: 

?: 

- ·-. 4 •• 

-- .,.. -·. 

- dld w1th the ?re~tde~t . 

.!:..C : sa1C, " 4f:.""'::e_~ ~eU left t :e :J t;.e r- =-a...• ~!.!:. S::l-it.= , 
~e - ££ ~c~~ ~e ·=?Tes£1~= t~E~ ~j~ ?G~~ ~, ,~~ ~E 
;~s!t _)~ t~ ~- •~, :u~ S~:~ t1~'t ~~·-• :talC , 
~:E :e:: :,:-:-e:!..!• ::~ ~,.1._ , ·Y~e, "lf~~r ht= ~~e ; )o. • 

=eai:. • e: 1. , t.~s~ • s ... ~t : t~ld ~ ~e:: !::.e len. 
~a t..;, " !..!l.:)~!::e ~e ?:'"PE1dent BE : =.., , y:~:1 ~T~ ~ee.n 

~~~ere .a ~e .· :.S.ce. • 

-~: : e!1C, •: - r ee.l1%e ~·t .7l~·~e: ; !""'>:e'::l,.T ~:.a 
~!~~e!"o:.!:t. L::>r-e&r:1:»::. • :·., , : t.~ ld =.!..=. !:.e ~.s ~ef !.::.!t.el,.v 

:> t te:"ed ~e J >~ !..n ~ :l? 1n1on . 

1'11-E w1 t!l. the ?ree!cie::t. -

l.nd the ?M!eldect us c:>::l:t'l.rmed y~ur tc:?reul>!l a.."'11 thll t 
:r>u e.re aut.l:.>r!z:ee, def!.n lte]J , t.:~ o~er • •- ue J :~b. 
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~~t - ~ ~ ?~~!!~~~~ -- ·~!:1 , ~~~t -- r~F : ' s )~n ?ell 
ll t~C : ) ~~~ • S~ - £E 1 ~ 1 

1~~1:, J~~ ' E 5' 1ni t O e,end 
~1E e~~ -- ~~ E t!=~ &t ~v e~ ~elping =e ln ttnf.rc1~1 
:~~~~~=-!" , =.:~:. ::e ' ! eve!.l~:l,., t~ ,:·Ju, ::r. ?:-et: 1dttnt , ttnd 
:.l ~~e ::~~ ~-' :~ =.e f&~ 1~ , 1-~:1 , C..:>ee t h!-t. t Pke 
c~:-e '~ :::e ::.~ :!. =:e::-:1c• ~t't.J!I', . se.11 , "!"ee . " 
~::. ~> :.:.f ?~ee 1.e.e :.~ sf!.e , ·-~::. , :::..= t · ~ :'L"'le. "' 

Ee! :. J "-.=: :. -- rc::-. :,.r !c- :,., ·::e • 
c> =~~£ : l ~! >:! . )£~~ -~:: =~~ =e ~~ 0 ; ,elt1?n 
>:: =- ~~c=: $...::.: -:J::e:r::: .=,s; :tt'rf ::e- ' E r.:l:2:,:~r .Jn~ . 111 

.""L.:. r = :._, •..,.- ·.:_; :. :!:.P. .... s-:: ::e~~:·:-. l : ! .:F :1u.ober >ne on 
~ =:.~!s:~~:~e ~:::~E . • 

:) : :.~ ?:"-:.E .:-::-::.: E<t-....1 ;. , •- e:l , :.:_fr.: 1 S :"1!'H·. 
~-... ~ ..... -~ --

-·~ -- - ._ --~ 0 

.. - re •:. 

""'- - -:.~:. ::=~- · ::e Ef!. 
.:.-::--=, .:.; Ea! :.. , •- ;:,~e.,., .. 

::.e ) ~:.~=- - &;· -:::£>r: he l~ft 
•>r. ': ~;f~ ~e jn ~~1s 

t. ... ~ : :.~~ ~ re;·: "'· :r> -e ..-~ : . 
~,: ~ : , : ,~ et~~:! .• 

• - - ~~1 "':'vt r t'slly 

_ .. 
:..r_..:.. tJ-:.:: ::.!..=. ., . .. ~1:., • !~ !.'! , 
::l ~t:e :c..::~ ..-e ~E.:: ' : :-.;f!:. 7~u . 
!>~~ ~ s -~~t !=:E. ,~ :)~ce, ~f 
>:" • - s::! ;;:e:. =~ c ·: :>!'". =...v ~ .,:: • ' 

·~: ' £ :~1te e ~ec l61~n 
-~ t ~ l ikP ~? ~)T ~! 
:·~ ~~~~~ue ~~ ;e~ ?ut 
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I ' l l be back the 20th. 

By the 20th? 

Yel\h. 

Tell him ~e rant a •yes• or •no• by the 20th. 

,h, I think he ' l l g ive 1t t o ue then . 

::> . K. 

Yeah . All right , th~ks a l o t. 

Give hi e e. :;:>od ealee tal k , no": 

A.ll r l(sht I wll!. ~od bye . 

~:>d bye . 

:29 

\ 
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February 4, 1~39 . 
12: 13 p . m. 

All right, now you 're ~aktng a record. 

Is the light on? 

Yeah. 

~ . K. Can t hey hear me? 

YeAh . (Aside -- CPn you henr all right?) 

Johnny , I 've t Plked to Spr?ul; I've talked t? George 
"err1son 

Yeah. 

~nd t~ey both l ean towrrde the three- quarters ~f a cent 
rate . 

Yeah . '.'/ell , : think thPt' s P'b,ut t.he -- t he cons ensue 
her e . 

~.'thP.. t '? 

I O'IY, I think thPt ' a the consensus hert> . ! have I 
don ' t know as ther e is eny differ ence i n o,,1nion -
thrn -- t hat t hey 've go t her e . 

'':ell--

Is t ha t all right r.ttil ~·ou , !}enny? (?s.use) 
"/ell , Dar.ny 3ell spye ho t :C.\nke it 's r lltt.le t hin. 

YP•h, I do t oo. 

And -(As ide "/hat do you t hink?) George ::el' e Sl!<l£ he 
thinks it's a little 'bit tilin. 

! do t oo . 

''lell , Wayne -- Wayne eeys be t hinks 1t ' e ~11 r ight at 
t hree- quarters. 

lle ll--

~e says be t hinks--

~ethematically rhat is Geor ge P.aee ' es t1c.a t e - - ho~ 
meny t hirty- seconds? 

About eight tbirty- secondo . 
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Yeah, t1cll , Sproul se,:.•s fro:~ s1x to t-en . 

Yt-s . 

We l l, on t hRt bRele , if ::r. :.:uesolinl c<:>cH ou t to-
aurro\1 and s ays he wants :'·J:: ieia t he t.:-.tns "1 t l c;o 
below )ar. 

Tha t ' s Ylhht Danny t nlnks. 

I - - has ' ''ayne tP~~e<l to Jesee t hiS .-:>rning~ 

Vee . ~Pre ' S •-re,yne ; rQ1t ft ..:0\n4~e 8.!'1d :' 1 1 .,~ut. ~ 1= )n 
t r.e1'e and t.ell yOJ. wh~ t Jeeee ea1d . 

"ello. 

"e llo~ 

*Je llo, ':layne . 

Yeah. I te.l:~ed t'l J~ee~ t,..., .,r t bre ll t t=es, Pn~ -
t~lked t? Allan s~~~ul an~ : talke~ to ;~c~~e - -

Y.esh . 

'Nho 1e u,1 there nnd hF..e bet:: :!:ecklns a r.)und. 
ou~rtere is a l l rlght rith theu. :'hey ~11 -
of c~nvereation ab )u~ sc-l!~S a three-~u~_r~er 
a possi b le disc:>unt, but noo:>dy ll.!:ed t h E.;;. &.nY 
th~n they l!.~'!d seven- e1~~ ~s Pt. a ?=-e=~:.u: . 

Yeah. 

':"'"aree
~ad e 1 ' " 
pt. .G --

bf'tt.e:-

Well, I-- ::: c P..n ' t do tt, ~pyne. 
t. :>:> risky. 

I ::ea:1., : :.!:.1~ 4 .. t .. ---
\'/ell, tha to ' s - - y :m •re t l'c :>oc-::.or; :don ' t. ee;ree rith 

yvu. 
Welt, I ' m aEking advice, bu t if it.'e "ron,; , !. t.'e :;e,....ry 
! ~orgenthau vrho hfle t,') t. at.P 1 t, ~..nf. I -- I ~ '.lS t. cen ' ~ 
r.ake t he chance -1r.h ~n~v a ?~e~ible six t.L!rt.y- secon a. 

Yeah, pretr.y eh:>rt oP -~1tY y~u kn~~ . 

?a%'(! .>n r.1e • 

?ret r.y s!l~rt. = tur1 ty. 
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I .mor. ?e=-£>U :1.,.T, ! ' ~ 11k~ t.:> spli t t he c 1ff l'!"'l'nt' e 
and c~~e it. ~eve:r.;-e•o~~t· sr.6 • e ll lt. a t e hund r ed Pnd 
eight t.~y-£ e:~=Ze. 

'7ell , : t.:::.!nL ;:Y~ .:>ul<! ~, t.!l.o t e ll ri~t . ":lu:. Sproul 
cays t.!l:? t t.!:.e ~r.!.e:. C. :Jtfn • t 11ite t hto. t. . 

-:lh ! "1Pl l , : -- : :c:;,,.. t.te:: d> n •t. but. ile s«::e t.he t 1n 
one breath e.::.! ~e :r.;ext. orr-• t.h he say s t.l:.~ t :.he .,rivl' t. e 
aec·..1r1t les ar: £~:! :..e-Ft. ro.~· every c.._~ . 

-:.:P se:;~ t.::.~.:r'='= ~:!.! -- ;::"'1\fPt.e seeur1t.le s: a:-e £~1.:\ :..:: · :.. 
.-~y e\re::; E ~ ~ g -:: ~-. 

':'!:at ' e rt~:.t.. 

So 1 t. 1sr-. ' ~ e.e 
nnd t.Cr-t, 1t : 
half, .,:lul:in ':. 

Ye811. 

::e . 

~t:e:· all : !-.c:.e 

'They al: :.t. «:~ 

Yeeh . 

::or doe• -;e..yr:..~ 

It' s e.ll rtg~t. 

"/he t. ' 

~~~ i: ~ Te were d~ ~ng s~ce~~ new. 
~ =>rrec:., r>ul~ j u et. ~b>ut. s , l i t 1t i n 
!.~l. 

. -
-~ -

a- ~ 

-- ":~ !>ee ws::ne Tayl or 

7 ! :.1: ::!: . 
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Well , I - - I don • t fee 1 t.hat wa:r . 

'l!ell, I -- I do , tmd - - "n<! : re-el o':lhlJ 
do1.11g 1t !or an;,ther 110er.q. 

Well , do you 'II'A1l t. t.o antell on 1.0 ..JeeaeJ 

llhat.'a that. ? 

Do you want to talk t.o Jeaeel 

Yea , I ' d l~e to. 

Al l r1gllt. 

: th.1n':t eo. 

:>perator. 

~33 

ao 'l!here 

See 1f you can ;>ut t !.h t.J::.Mc ;;... ;., :.::-. J:lnetL 

!eep 1t on t ll1s line. 

All ri~t. I ' ll d:l ~t.. 

All r1gl:lt. 

(?ause) 

!!r. J:>nes .. 

nella . 

nello. 

o;;ello , nenr:r . 

:;an you hear me? 

Yeah. 

TAe men are lleten1n8 1n ~ of!'v..-

Yeah. 

'!e&h. 

I '• 

• 
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J e sse , t h i s is t '!:e .. e.y ! -- : eee it. "'er York, the 
Federal ~eserve ?P~?le SPY t hP t e t hree-quarter P o~uld 
s~--

Yeah. 

7nere ' t ?nly e eix t o ~ight thirty- seconds leeway-

Yeah . 

,.nd I Just don 't , ·ant t? t.elte t hb t. chance for you. 

YeelL 

:r i t ,.e,. entirely c1n., , ... ii;J then I c.>Uld ees, .. ell if it 
~ )e~ ~ro~g tha t's oy b~e i~eee . 

Yee.'l • 

.:.11 rig:-.t. 

:·?r, ::ue sonlini 1 e su;>.>~sed to lt!tke an announcem6nt t.;te 
next t.1•enty- four h:>ur~ ,. b:>u ~ t.he :'rench col onies . 

.:.d. if he did 1t, six t hirt:·- sec,nds •·:>uld JuPt dis
e.Jpee.r. 

:·'l.- , Jn the .)t.!ler ~PJtd -- t .... ,! tc; t.he -.vey 
eeven-eiofi~s l :>:>lt~ a•ful~v ~1c~. 

Yeah . 

S:> nhFt I'o suggest tng 1s t.~t ~e -- re d:> seven-eight hs 
o·~ t add en eie;ilt. thirty- sec:>n . _>re::l~UJJ . 

; dd eiGht thirty-~ec?nds? 

Yes , end tha t. w:>uld Just split it. bet ween three- quArters 
PnG seven-ei&~t~s. 

l.:h- huh . 

I n other T.ords , ?ffer i t at a hundred and P quArter. 

tr.n- !luh . 

·- :-: :·:».,, t..he :~ew YJr A: tellowo f:a:/ -:hey d'ln ' t. 11ke 1 t., but 
d~n it, every d ay t he -- t he priva te issues are sold 

J uet. tht t way . 
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•tell, I mean , the private 1eeuee hav e all been " 
hundred and two, a hundred and three, a hundred and 
t:>ur , y:>u lm:>w? 

YeRh . 

;.nd t. hey g:> - - they ' re eold . Tt. ' t " i - e no ~-ns new . 

.. eah. "'ell, 1e Ptght t hirty -second s - -

Perd:>n :.e? 

I "' :>n ' t -- ! -' :>n 't t.h1r.;< t.h,. t. eight. t.h 1rt.~·-aecJn- e 
th~ t ' s -- tha t.'~ a t:>urth , 1en't it? 

T"n~t ' e se C.l1ne :>ut. R t ;J~<r Pnd P ~uart.er . 

:!'1r an~ a ~uart.er. 

""el l nJ''' • t.hc.. ;. ytelr 
bet.,·•een 

H just fiE)..II' eS 1:1>lf t·e..y bet\'leP.n. 

Ult- huh . C'tel. l , :nr, 11' t h"t ' e y,ur Judement eb:>:.tt. 1~, 
~eliberat.e , it's acce, t eble t.J us . 

···ell, t.!ls.t.'s ~· best. :~denent.. t:-~ ! -- : fe~l .ln t.!!!' t. 
bP S1£ Lhere 'E e~~~~~ c~ch1~n t.here t~~~·ll b) , bu~ : •c 
n~t Pilling tJ L&ke ~-e r16k Pt ~~ee-~~~~erc. 

~:>u wJa ldn ' t ..-~nt. ~:> Pell ~t 
8 d1~c:>unt. 

Uh- huh. 

The t. -- t h E.t. see!:ls t o be O!)p:>aed to. 

! eee -- e19 t t.::1rt.y- eec:>nci e. "'a;one, y:>a're :>n t.he 

,hone? 

Yeah, Wayne ' s ~n the ~h~ne. 

Regraded Unclassified
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'7ell no .. , t.he f1gur ee " e c ade a "h1le l'go .,n t.:-. ts 
eig)'lt t.n !.rty- second e -- b?w -- .. h n c! U th~ t r un a t ? 
I d 1 ' n't think it wae --! ~ 1 -n ' t t h \nk it .. ae bq l f 
"oy b etween. 

·•ell , you VTere fig11rins on e t ~hree-t'•Je.rtere thPt we 
.. ed t.hree - - r ?lJ.e,hly 1\. was three- sixteenths \1' you - 
f- t a d isc:>unt. 

Yeah . 

"ell, 1t's -- I t h lnfi. t h" -- 11:. •·lr!S out t.O be e'olu t 
t : .l' same t h!ng. Ir. o t.her v:,res , e evt>n- e 1ght.h e a t f :mr
e1xte~nL~s Jrem1uc is ~bl~~ ~h~ ~ F=e t~ing PS F t hree 
~ JPrter a t. a three-e1xteent.~~ d 1Ec'lunt.. 

Veah . I t.h1nk Pe're -- r e ' re t.al~lng a b'lut a sixteent h 
::.o.x 1ou:o P i tJ:er 'fiJ:~j-. 

I c P•m , y l u ' r e t.Rlk1ng f OJut e. s lxt.eent.h Q8.x1c um , an6., 
I t hink th!' t ;;ou' ll f in~ :>ut. t.hf t l n a 1\il yteld bl'e l s , 
lt . ,ul ( be Pb ) ut the ~ •ue . 

·.:arry? 

::r . :·,rgent.!:E~ , e nd : r. ':"ll!' l ·n ·. f.nd ·:r. :.:a :1Pe a.:-e J:: 

~ : ... e ;)!::.::e . 

.. eF , e 1r. 

~nd t.he·; -- t !:e:· 've •O,ut. d~c1c!ed , t.he Secrete. r:1 h~s 
t~f. t - -· t h Et. seven-e l;;.ltt~ e o t e i~t. t.i:1rty- €ec :>nc s 
~re:-, tu::> . 

Yt>e , s ir. 

"'e l l , n )v· , 1 1: t hE' t -- d l y ou under s t.e.nd th:' t t o b P 
• b :>ut ha lf ,·.-ay between? 

~~t ' s a littlP =ore. 7hPL'e -- t hb t ' e nearer t o t he 
t hree- ccuo.rtere. Thf t r:>ul d .;1\·e y:>:.1 a ;; te ld :> f e.bJUL 
sevent y - eight. eigh t :>r e!'ven t y-n t ne. 

That'e rha t. I .. a s thinki ng , ~enry . - ~ ~n•t b t>lieve 
th!'" t ha t' s half .,ay b e t.•een . 

: t. ' s . . o:.-e t.hao hP l:f' r 'I.Y . 
s 1de . 

•• · neli r Pr t.he t~.ree- c J t·rter _ .. f 
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- ell, I oean iL' s c~re -- lt. ' s bel:>" t he - - it. '!' oel:>"' 
1.!le nalf •:a.y. 

! t ' s t.? )Ur !l~ \ ' 1':1--

Did y;:,u set. t.h~ t . "enr;;? 

YeP!: . ! c~ n hea r tC~ t. 
w:-".0 t. t.?!.o:~~ a-.. ~~ree-cu~ l't. r r£ 
t ) •~~ t h1rt.y - sec?n1e . 

r.~e r~v t~ey ~1~~re t t if t.t l r 
"'":>...116 sell ft t., t.hey ~FY !"r:>m cl~: 

~:.C:. t.~.e ')~r~er :;,ne ,..-,ulo. -- t.::e eevrr.- eig!: :. .. ~ l'':>u l d s.,l , 
P l; :. r :>un'i. s :"lundred anc. t."'ent:' ~:·.!.rtj•- e e ~ :>n.: E- . 

.:..nd, n')v: we ded~.1ct ~lC:~-t - - t.:-.~ :. e!.ve t us ?b')\~t P 
:-.urld rt--• Pr.C :., .. elve -- 1t ' e ee Y-'ur :er. ~a;Jf, ~!llF 1e -
t.?'.e ~ i~ht. t:.~irt.j'- Fec. :n~c' e 1E ve l \' e t. f')r :.-ju . 

::.. -- : t. tsr. ' t. ex&ct.:y , ':):,:~ \t. lePves .)I. :,- jur E!.cie 1n 
t. h ... t. - - it. gives :·:> J. :.~e = =>r.E.Y e '".Jt.tle c::ef'.)er. 

Yt-e.Ii . -ell , : Y""E S -- : • .... '- er!er~le , ,:~ c ·y.:r~e. 
~~1~k el~her ')ne ~'ulC g:>. 

'"'nen I cP.i d ~all' r e.y , :i: .oePn , ~here c~.y b e e. c:>uple :>!' 
t~. 1rt.~·- eec~nds eit her wilY, out. i f it. voae - - if it. l uned 
•r.y Wf\Y , it W)Uld 0'3 L'J your (\d\•8 ntr..se . 

':' "\~ c ~ :>uld be p se\"~:t- etgl".t. .. E !'t a .~re=1ut: :>f e1gh t. 
t..."'.lrty- s ec :>:td.s . 

•; . ePn. 
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~ell , I Jus~ -- I J ust fee l -- let o e Just check •ith 
our people once ~re , er.d ~e~ t~ec ~?r ~uch c ush i on 
there 1e ~n tha t bae1e. 

All rl.gnt.. 

J u s t ho ld on so the t. --

All right. 

We ge t. a s ne~>r cat.il e tn . .'\t 1 c~ll.;; c?rrec t a E pos s i b le. 

Go t a mexl.cum of tr.elv e. 

:low much? 

). ce.x1mum of t.r•elve . 

A max1muc of t."'elve , !'nd a =1.-: ~"'::l? 

~1ght, I suppose . 

Tha t ' s 

rall6e t here . 

" ina to t.v•elve, a nd the llther - pp ebout six to ten' 

Six ~o ten . 

~ell , l t' e j us t a l i ttle 

S1x to -- call ! t six to 

The other one i s six t o ~1ne . 

Yeah . You 've ~?t ttree - - you ' 7e got t~ee t h1rty 
e econ·' e core in t :C U ?ne . 

' 

"'ell, I -- I - - it.' e Just a llt~le b it =ore, l'nd I f e e l 
tha t ' s much mo r e c ocfor tebte . 

1'/het would you think about thr ee-sixt.eent hs, instead ot 
e ix -- 1nste<~d of eight t ll irty-eecond s ? 

What 's tha t ? 

l'lhPt ""uld you ~h1nk ~: tllre e- £txt.eent.h s ? 

You ceen c ekin£ a thrcc-sixtetn~e , r ecium? 

Yeah . 

Regraded Unclassified
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eel.>~ ~ ~ :2:~ :ee:. t.~ee -ee~s :lf t.::.e b~::t. =-er«~ 
:::£~ •e. !.~~..;.~ ~e!" ->re. ( .t.. F1de - - !s t !lBt. rl~t.") 
~adley E4E ~.:.~ ~·~ r 1c;At.. :t. _.-,•.lld :_av~ 6 :}fie ~el;Y 
~c 1:: ~e :.Ae:. :..:;.~t Y"ee~e !:PC. ,..e 1t: ~~ed it. .. 
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1ho -- who says tha t? 

P.A~ ley . I c e An, thi~ ie the decline i n the mArket 
bet.,een now and the fi fte enth, t o t h e Fac e extent t hP t 
the d ec line 1n t h e l As t tnre~ weeks t han re'd hA ve had 
below _>a r . 

''/ell , t h is - - we ' re selling Pt seven- eight he-

lou ' v e g ot e greater cueh t on. 

::'\rnces g::. i ng bel?r: .lf<r are -- Are s light. "'hPt ' 

"'ell , you 've go t from, r ell , I t h ink you've t"Ot rrom 
t.hree t. :> five t.i'l i rty - second!' -- P gre~tter cushl:>n. 

Ye•h , i t ~:>uld be sometn ing. 

ThF t 1 S rig.'l t. 

'"hE.l.? 

Thll t ' e rig.<1t . I think it' s a little swee t er, And I 
t r.ink it ' s bett er . 

'"ell , i t i~ -- it l e - - ,Tones wa e. rigt•t, it i sn 't 
ex~.ctly half v•~ty , ·out 1t is fiv e t i".ir ty- eeconc r be tt.er. 

. r : J..r.~ . r•ell I just f eel-- ! cM ' t -- I just cen ' t feel 
c~of:>rt.Fble rtt.~ t ile y·or1.n 1n t hP c)nf 1Ll.::m t.hf ~ it. 1e 
f'ti whE'~ : s ee -- t h e r e el': cefore laet t !:er e for t. .1ret' 
:>r f:>'.lr r pye our bond r.~•r.tet wfo e ver ;; ~lo ;:;>Y Pr.d lt 
~lg,ht , erfect.ly ••ell be elo,>~Y llt!P.in nex• ree~ . 

•• 
:: :Jr: 

._. ... ... : 

"ell, _>ereom•ll y , I think you ' r e rl.S]lt. 

"/ell , ! t n ink I !Ull . P.ow dOE'A r.eorge "e~e feel? 

"e fee ls the samP WRY :1ou d o Rb)ut it . 

Is Seltze r t her e? 

"enh. 

E?~ does Lar ry feel? 

E:xact l y t he eace wRy . 

~nrry ~~~ I agree? 

Regraded Unclassified
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Yeah. 

Ths. t' e 'r'Onderful. 

(Laughter) Oh, he th1nke it ie too. 

~lha t? 

He t~inks 1t'e won~Prful too. 

All right. 

\'/ell , I t hink it's ~>.1.1 right. "'ell, •·e ' ll go p.heed 
~nd , ut hPr out. 

?ne of you boys break it t~ Allen Sproul , willyou? 

All right, sure. (Laughter) I hsven 't sot but 3 

couple of t hings left ~ver th~t y~u've given ~e. 
!'etlo? 

Yes. 

:>ne ? 'f' them 1e thP.t Nolan memor M<i um. D., you reme;::ber 
it? 

:1o . 

·:.'here l!olan wanted to oh~>.nee the execut. lv!' :>rder of t l:.e 
PrP.sident regar-d 1ng airplane travel. 

?h , •·ell, I never lolew --

It can - - it can •P1t until: get bee~ - I ' ll jurt ~~ld 
l t u' 1n the bunget bur eau . :t 'e quite e long et~ry. 

"'ell , why m>t. 

And ! told ::r. !'olan the ot her ds,y I di:in' t t hin't he 
should go in the b~ck door of t l:.e Waite ~ouee tryi ng 
t? ge t the President t~ el gn budget clrcul&re. ~ell , 
he agreed it w.~<e a litt.le out of or der, but i:l e "as --

VIell , handle it any wi'\Y you wan t it . I t' a--

Al l right . The other one 1e the so-cPlled bslance 
eneet. I'll send you down a memorandum wbic~ you wil l 
get :;onday ehowinfo\ some deductions t here lf you • ant t ? 

use them. 

? . K. 

Regraded Unclassified
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-ell , will you -- :nu let -- t~ • ... ~:.::>:: fi.r>'..md? 

vpp~ , right hrre. 

""ell, then lle ' ll t.Plte c -r~ '~ · · •!. 

! ' l l EPS "hell>'. 

: . !( . 

':lur f r>r. ;.ler ? 

"fell , ,..e d:> n • t. !:.a v e s.-:-.._7 "':--)_: =-~:- -_:!.s.~ . 
')f t.1e foru ed :J"lL"'l.tx: !. ! :~;: -~ ::.._$ \ ;. e 
1e.feaf;e 1n ?l'?nCe cr!d jre,.. : .::--~ :. ~ ~ :~.J.W 
tr ont. i ~>r . 

c.::e coneene •;.o 
!'1rst. 1 1ne ?!' 
re !'!Pv e n~ 

.. ell , 1f BJ"\Jb -, C,y Af=:t~, J....!" ~~-=-- :: ~ :.!.::£ ;;,~ de~enFe 1e m..v 

o~c" yare . 
..,. .. _ .. ~ -~ -... --

'"'ne 18 t.!:E t. -- &.=:JUt. t.::. : - '..::.!- ;_:. ~ge-, t..!".Pt. 1F -fi' S 
f'l!lrn ·:Ptbl i .. cl.:- Eeve:-c: : ~ -!' ! .. t-!';:'~ :.::. ~E jcc~~ t~n ~tnd 
t
·· ere :..ere · · c - ··"""'c - · .. ,. ... _, · - -":" - -~ -~t:'e,-f'.- f' rs .. ~ -~ - \.~ -- .. . .. ·- ... . ..... ·-- .. .. - .. - .- . 

c;~t, tC'" t. f~~ E. :-,.xe1.'! :;..:. .. 

Ye .. h . 
Jerr~ 
a lot 

'!eeh. ~ePJ: . 

9 1g c oney? 
5? I 'o __ E~ :•= ~,~ . :•= ~~=l~e~ ~'re Ce~P1!s ,r tt 

t.l:is r eek. 
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Ste rt t :u'j" ot StotE 

uo hington 

155 • FEbl"Wlry 3 • 6 p .m. 

DatEd PE~ 3 . 1939 

Rte 1d 3 :23 p . Qe 

?0!1 TREASURY ?ROlii BO'l"l'ER'Julmi 

'7~£ f orEign EXchangE !llllrkEt Y OS 3t;aU:l inactiVE 

:::od::>.~· rt ~ thE dollar r!l!IB.inin::; s ttsd7 :u"'O=d 4 . 67 7/8. 

-:ct:-E u::>.s somE JopanESE stl11tl3 o.r doll!l:-s 1~ th£ l::>.tE 

:.!'; tr::lOOD o ThE smoJ.l but stElldj fiow of f"1mds fro:> 

:C~~on to Pnris o1so continuEs . G01d .--3 !~d ::>.t 

148s. 7 id., ~. prEmium. llild of thE lll. Mrs so1d 53 

=t:rt = rr1Ed and o fEW suppliEd by t!l£ Sr:.tish t'und . 

• 
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PJJUPIIRAU OJ' ta ... av ~&I~ 

JllOih .Aaeriou ....... 1. Perla, Jlruoe 

DA'l:&: J'ebruur 3, 1~9. • P·•· 

•o.: 199 

PltCil coo IIU.J • 

The e~abi11sa~1on fUD4 acquired a li~~la a~«rling 

and ll.organe bough~ a few dollar a for U; ~he .arkn we. a 

enr••lr inacUYa and. narrow. 'lhe Aaerican dnelopaen~ 

ccaing eo soon aner deo1ara~ione of pol1cr on ~hie aide 

of the Atlantic has ccn!Uaed t radere. 'lhe la~ter are 

wait1Dg to see whether Kuaeolln1 -r rnaal the inten

tione of t .he axle powere 1D preaen~ circ~aa~ancee in 

an earlr epeach. 'lhe a~tacka on the Prime ll.iniater 

are haYi ng continued &dYer .. effect on the belga. Open 

mrket operauone are etr81lgthen1Dg French national de

feue bonda. 'lha new Jlrench bonde ware quoted on the 

Aaaterdaa .arltet rea~erd&J at one ud t hree-quarters 

pointe abOYe the ileue price, or at 11.1netr-81x ud 

three-craartere. 

In the f1Danoial preee iD EUrope there still appears 

analraie and co-ea.t oa. Bri ~ish gold leghla~ion, aa.d 

epecul&Ucm whnher the Dutch aa.d SoaD4inartana will 

rBY&lue their currenoiee, following ~he lead of the Bri tiah. 

BULLI'l'l. 

U.:Lft • 

Regraded Unclassified



AC 

Secretary of State 

Washington 

161 , February 4 , 2 p.m. 

GRAY 

London 

Dated FEbruary 4 , 1939 

Reo ' d 10 : 04 a.m . 

FOR TR~ASTTRY FROM BUTTERWORTH 

: 49 

ThE f or ei gn exchangE market continues inactivE . The 

aank of England left thE gold marke t t o i t s own devices 

and consequently thE gold fixing peri od lasted unusually 

l ong . Eventually gold was fiXEd at 140 shilli ngs 7 ptnot 

and of th£ 162 bars 100 wErE married, thE markEt supplying 

all . 

JOHNSON 
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FROl(: .lmerioan lm'b&aey, Rio de Janeiro 

DATE: February 4 , 11 a.m. , 1939 

1:0 .: 48 

Reference mf 40 of J anuary 27, l p.m. 

I am informed by the Director of A:xohange that the 

Sank of Brazil will .oloee exchange f rom J anuary l to 

January 7 incluaive, dur i ng the week of February 6, for 

caturities and daily quotas . 

scorm 

Regraded Unclassified
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=.,. -~ ...,b:.er:: JO--=-::i'lltttt , &:I! "" fm-.ber le:r~ 1nm :o ~ eo:;>rc".-! !ca 

""""" ~. & ~ !:i:>or 8fJ be ~bU. 

~ tur;:n:,xr. ~ Ic:r.ol: be."'ica.n C<ape'"J' C.bo~a a:C ;:r.

~«=-s! r.;:d;:. w!!:!-"' w:.. =-~ue:~ ""' ~Eda7. r•bn:&r:T 1, -..~ ftr7 ...n 

-:r. ~oY =;oc:::a-:a ~ . ... . J"Ui 1t 1a re~ t.:o ~ 0:.0. ~-n 3>1:S-

!=,; ~ --rd-. 1.:. -.-.1 ,...ars, ...:! it u U.. :1n't l&rtw ~-.-:i:D 

...:: !!-::z-....: -::: ~ uU. u. J!oV 1re CoJrP&Q .&l:t, cr! ,., oU:c 1z ~ 

:;-' -r-~ :;: ~ lbr.!: Morl.caD'. lead 1J> .-tti.ci .... '101 u. tAU ....-t 0~ c: =-;>al· 
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-----____ ___.2.,..__ 

rlth 1.11 • ...,~. •tartQ' ~ 24-4 ~va. n. •w:n£• 1J:t.cnst. coat or the 

~ 'txll! .... ; . 0839 per ~ n. nard ... dJ:•idecl 1lrto $1.0,000,000 

J per c:en ~ """' pox ue a-taock ..tarlq 1.11 1979 • rwol"tned a~ 911 t.o 71&14 abavt. 

; .09 oer cent. -=. $:20.800, 000 or J 1/1. per ceut eeriAl boa:!& •tarill& up t.o 

1~, to ;rield rna o.so t.o 3.17 per cent. 0t the ent.1rw $30,800,000, leaa 

thl.ll f3,000, tXJO o! U. su1.a.l boada are ,.,.. re~ -1~ llotb the iJ>,. 

tc.-!~ co~t CO: tb! .-.ce:;rt:lClO -... ~d TUT sat:LdactorT. '"beat 

$7 , :100,000 otl:&r rr<cipol boada .ve ~tw.rd..S duriA;; the~. 

D,.S?i~ thRee -=c-PU 1D di.atrlbatjq aurl,y $'W,OOO,OOO or ee-

lute eot poxat. ar-.a .,.,ucmB! 1n prn1ous ~ > 1 11 1.Jo the otfinc, bat 

Eon . lell1"f ~. Sr., 
Sec:retuy ~ U. he&aa;) • 

!ru .. -..ry !A ;:at~ 
Juhiqto~:, c .c. 

Regraded Unclassified



To: 

:rroa: 

rebruary 4, 1939 

The Secretary 

11!1.98 Lon1gan~ 

The total nwaber ot li'P.t. workers 

on January 28, 1939 1s 2,U2, 686. 

The decrease dur1r« t h e week troc 

J anuary 21 to January 28 wae 15, 398 

wor kers. 

Regraded Unclassified
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WO!IXB l'BOOBESS AI*IIISTRAfiOJ 

~r ot Worker• Z.S,l07e4 - lllonth17 
tJaihd States 

luBber ot Workers 

1936 (In tholllland.s) 
Jan\&8.1"7 2,926 
Februa%'7 3,036 
ltu'Ch 2,872 

Aprll 2,~ 
lLa:r 2, 
J une 2, 256 

Ju17 2, 249 
.lugun 2,~7 
Sept ellber 2, 2 
Oe<;ober 2,~1 
So• eaber 2, 3 
Oeeeaber 2,192 

1937 
J anur7 2,1~ 
?ebrua%'7 2,1 
lllareh 2, ll5 

Aprll 2, 070 
lLa:r 1,999 
June 1,821 

Ju17 1,~ 
August 1 , 
Septeaber 1 , 451 

Oetober 1,476 
SoYeaber 1 ,~ 
Deeeaber 1, 29 

19}S 
J anu&%'7 

1,901 
?ebrua%'7 

2,075 
lllareh 

2, 395 

Aprll 2,~2 

lLa:r 
2, 78 

June 
2,767 

J u17 
2,967 

AugUst 
3,067 

Septellber 
3,120 

October 3,2~ 
!lo• eJSber 

3,21 
Deeeaber 

2,986 

1939 
J anu&r7 

2, 883 !I 

So\ll"Ce : Worke progreu Ada1n1stretlon 
a/ Cont1dent1.al 
Kontb.17 tlgure• are weekl7 tt.gures t or the 

latest week ot the aontb. . .. 
!'he7 l.acl.llde cert1t1ed and non-cert1t1e4 

workere. 

:so 

Regraded Unclassified



WORU PROGRESS .&.DIIDIIB'l'RATIOJ 
Wuaber of Workere E.ployed - Weekly 

United Btatee 

Week ending 
1938 

April 2 
Apr11 9 
Apr11 16 
Apr11 23 
Apr11 30 
lolaY7 
llay 1~ 
llaY 21 
lia)" 28 
June 4 
June 11 
June 18 
June 25 
JulY 2 
July 9 
July 16 
JulY 23 
July 30 
August 6 
August 13 
August 20 
August 27 
Septeaber 3 
Septeaber 10 
Sept eaber 17 
Septeaber 2~ 
Oct ober 1 
October 8 
October 15 
October 22 
October 29 
Nonaber 5 
Nove11ber 12 
November 19 
Noveaber 26 
Dece11ber 3 
December 10 
December 17 
December 24 
Deceaber 31 

1939 

Ju.ber of Worker• 
(In thousands) 

2,~ 
2, 50~ 
2,531 
2,5" 
2, 582 
2,6o7 
2, 626 
2,650 
2,678 
2, 693 
2, 712 
2, 736 
2, 767 
2,807 
2,853 
2,899 
2,938 
2,967 
2,993 
3,017 
3,0369 
3,0 7 
3,086 
3,102 
3 . 11~ 
3,120 
3,129 
3,137 
3,167 
3,201 
3. 2115 
3,263 
3. 2'58 
3,2" 
3, 216 
3,185 
3,139 
3,083 
3,021 
2,986 

2,967 
2,927 
2,898 
2,883 !I 

January 7 
JanUAry 14 
JanuarY 21 
January 28 
Bolll'<le: Work• PrOve•• AaainUtration 
!I Confidential 

Regraded Unclassified



:~a -r/ttf} i FH.r&l hrpb1 C-"iU .. CorporaUM 
._...,. •f c:.-o4lt1e• f'N.c.vM ... 

Pl.oal Ju.r 19)& aaa 11Htl ,.., 19" ~oe &at• 

(Flpfla 1a 

C...,.U\7 """ 
won-• .. I U/1.,,., ...... 

hi:Ull ,_7 l 
,_. 

POIIl.n4t 
Pou.ft41 , •• )0 6,)60 1,670 .. ,.. ,.150 s,<*> )t.~ 
8Uib.dl ,. 1,"" r , t «> 950 2,tf0 ,. 

... ,. crrull) hlbel.l ll )28 , .. n 
r ..... ibtrrht {c..atlec!) c .... .. 
11\\tr Po.&ll41 '''iH ·~··~· 

1,m , .. m 1,71~ l,&l. •·7r. I,JU 67 l:,l" ),)9) 1,511 '·''t •.os~ 5i'f~ l 
''::'f. 

luthah ••• ., 
~ "" ,., Cklloa.e 107 )6 ., '5 ,. ' 

·.r: ,.: 
Jrll_ll:lel• .. 6 1 • 1 • 1 ·nn .. Cl"atu 2l 
lb:DO~I 1,17~ lA) "! it ..... .... -· ),"" 

- 15 ..... • ·n l&rrdl 
.., 

1,~ ~ ...... 25 
t&r41 l,l)J 20) .. 15 16 250 .. 1 " .,. 677 •• .... 500 150 180 

Pound• ,., .. -n c .... 

~:ffi 
- .. 

Pounb - ~ 
B.n>eh 279 
Bo.se1 9 5 6 5) 50 >" 19 m !5 

h~t!"nn~ l .1Uct c •••• '': 769 227 1)1 5 95 75 1.,., n 
2r.~" .... 

1!:m; l&lth Lakll 15. 5&o 
fd\NU 111~ 1',11J'~I 

··~ rut (C'rJ JU.) 

__ .. 
r1,520 •• 

t!.U: (n.u) ....... "·:U 9·"" 2,,.7 , , Sl) ,, ... 
··~ 

,,107 .. .., , ,170 '·"' 5'1 7)} 607 ., ... 
~;m 1~1 C&!MI -... t 979 ....... lo.l-11 'l1 

1 

h::w !-f• .... n.$ ,,o 5 
. hub.. :~Pled) Poa.ad.e .. , U,lOO 

h •hdl • 6 •• 6 • iiHJ Bolt II lli 229 11 ) 19 

Ca111 
Pound I 6,-
!1ubell ) 

Buab1l1 ... •. m •. m l~l 
et~~aW• ··w : :l 
POiaAb •• ..... 5S 

1) '5 

.. ohol. 1) 

ll 
147 •u ))} w 651 >"5 )lJ) 

m 
,.,,:loa ot ..... ... , .... 

• fetU.r rLpr•• "~"''" \IJ r ed•ral Jwopbt C.-.o41Uu CorpOraUoA ar• 'baled Oft hltlt'a.)b1o r•por'• •ad • r• •An•1
"

4
• 

"MU ,..,. 19)4 tot.l• bT• bM ft ·n•h•4 &o ioo1u.4e all oo-o&raot oanoeUatlon• at~d otbu- adjlutNaU. 

Regraded Unclassified



s ... //"; 

,,.,.. .. ... 

•~• r opereu .. 1ons wldch sbe .lola& lll.arth nbll '-•- a:.! ' """ •~t,...J. 

"' Coord h >U i faC Co.u, .. fel.S ~ a tu u.!a•! ~·- llllrt" er .-... _.,. 

u •rq u a.;-ua1: 1 Tth, U!ll, • ~ -. ,_~ '!:or :~ •tt.-1. 

I 

Coo,...t ... . tac c:a.uu .. n.•:ac ' '"'' c~ .l.mu ...._~ ~ r- -.:no 

ho4 •rrh !!d u ' be bb81i o.t laiu m~ -c: •""7 -~ _,.., ..U. ,... : •'

and rt•u, bolt •~» ..,.... llet -.r .~ ~~. Tille~___. et -. 

-""· aDd c:hUcl..-, •liD ... teo! ~ ...... - \0 c. -- a.-.·~ l.a PUte. 

o.a: l b&\ t~ ~d .,, ,.._. ;o 14: q • 

• -..&.1- Pi*- ... ~-- ·----... 

• • • • ·•c ••1'7• 

Regraded Unclassified



• :so 

.. __ _. ...... _. ..._ ,._. aa •us, na•• , ......... .._ 

..u .,.,. .-1 &lll&r ----. ... 0 I• - ~ IIIQ' ,ne\1-.l pl.- --

,,__ \Milr wr .. l's ._ .. p& .-u.. .. .._ La ,_,. • M 

• are d.Ul.ta-=a ; ' 

~ z a ' •I .. pu;• ~ _.. ,.. .... ,~ a.-t,_.,,. M141 ; X· 

- ... "--..,. aa --•"- ..... ...._ Pr_..._ • ., ..... - •• --

lUll 1& ........ ......... 1 ........ llll&r ; .......... ....., ......... 

.... ca •• a&••-.......... _,., ,_,_,..._lela._......, • .._._ 

"•-or•eorrrwrw-.. ··---.; ........... ~ .. - ...... 
..._,. &ae ~-. n• • 1 .,., ••• rur •< .. rws«• ,.,. a 1 r a .. 

lo.i. alu..p _.- Mol .... a • 0 I '• - ~ _,.,. ~ .,._ 0 1- C • 

laC. e iJd Mol a I 

.-.u. ----1 3 UI-•••-• ... «J_..ws I 'I • ._ &e • ~ 

•• e .......... e)! 0 .. ~._-.._.rras•.--.
,Ma; 

._, :sJ3 

* *'" ..._ ta•es.-•~ao~=• e1 ..- w W:l~ ..... ...., - u - =a • 
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lf""'u ..,._. u.. wpcul.._ or &bot •uoa.l a..rdi•u ac a.-t.,, ... ft...._ 
........ "' \bot l.u& ..... u 7- -..a-. 

s- ., ttrd ...... ........ ..q "«<T -'- loec!! ... d ,_ ... 

• canted P''""C.,... tM\ _.. ._. .. ...-.-.. So l...s la llal•, _. a-. 

rC"te- !lno JIII'O 7 ' \e ••--•• ...... an. \bot a ; hUe ...... - ..._ 

- tvai.Wll7 ,.,.l.Mal a...&u.a u u..- .r tbot •uo.1 C..rdlaa&I'C 

Clad\..., tlooif _.. ..... ,..,. tor ~ ~-

Ia ~"--So ~ .-... -- tll'l't'Nd ., ... ~ ., ... r.n. ~ 

&M-.... of \ be 1-' ,..,._ _.._, • h1z .n•••• ot >""c r • ~ .. 

-- 4t"\411pts - liMa ...So ":r ,.. \o ,_. t h .. o peopl.e ..tool\ted liiJ w;r .r 

ll ,...,, ,..... -.! 1 ....... ~-. A t__,... a II "'ol, bot\ \ be larpr 7-

11'0 .ul la ._los Wl"C appen .. 11r t ho •uonal Coorcltau t nc r.-l\&ea, wt~ 

• -- u ....W..to ...... ~. -...I Va..at rt.&o tr:. ~ ~- c:o-1 

tor ou-r 1-.11&. 111 .a- \M •ua.-1. CoorotiaaUac r-IHeo llu ade 

..-uu ... ._\bot 1-dpatt- ...S •taftllattoa s.rrtoo \11&\ ,..._are 

~uca1 ~ ...,. ._ _, • hMk ao 0az 21 t ba\ ...,... • r.-1' et 

tMI.r - Utir wa W'IJi t r- ,.., 'lac So the -:rt17 tor dlic tbl!7 llad ,..... 

~ • Ylat ...s •a .... r- • ,.._. .nq n\boto\ .r .s.p.rtatloa looeUc ~ 

~ , .. • Ule ....-- et &lla .,looal Cilor41aaU.C a...l- \Ia\ oo~~L• 

••-obetoc .... - ~ ......... \Ia& &bUdllMdo. rSU ............ -

,... ... • au' ~ M •08,..._,., u.ro are u rw • u u. 1fall\OII .,._ • 

..... , wt- - - .. llal• t.r ... - ... " ... - .... ._ ...,. 

...U..C ~to •-•• ,._ a..t~ ot s--. nlaU- .t holl.- PI 7 •, 

~ lleQ-· - , .. _ 
Regraded Unclassified
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a- \lot tt...- ....., "I D - 1M • on- _.. ratto_. ...... _ 
..-IIID- • \lot P ' (l) \lin ... - --~ ad bno 1111 ..,.U.,U.W 

_.. e •ll • •z-, ,_,- h ~- ,_,P' •• ..s •' .._ ttde '-ina, or 

11 \)If .SO •' lluo U. F nrlW • "• ....., ~ 0 f" ..tv-

ontft.ll "" ,.,. sa Iberla ad o\Mn h u.. '--' ,._ • ...._ ....... bMD \at• off 

• -after ··~ _.,. .. ·-en.. ... ..,_, ,._. -- ~ ....... 
u. laUotJll Coord:taau• a..&\\W llaa s&- 1\a ~ \o tllot 011!1& Qua 1 

\lilt •M7 ~d m \ a.- ,.Wo , a= ..s -u ""' uaop\ plllh.l ~. 

• OOPI.o -~ GorolJI IQid Dlaa 

0.. Doc "or n, US w ..-ind •YOt UoracJ> a a..-.n reflac• \lot\ IIU 

- - W OD board \llo • a..,.l81'0 wldell ... upoo\od \o arrl.,. l D Jaw !olti: 

"""':r oa \lot un, '--1 fGr 0..'"-1 ....... , .. .-.rtou pona. a. und ......... , .. , 

'*" _.. .,_, n.1.- ...,.,._ 011 board. Ia ..-lnd ponlaaloo trca I :U1a Illlad 

Ia! •• rt lllp u .. \o tloUol •• .--• ..._no clodt .,n: .... or tile 

• u .-1 o.-n of la.ta .,_ - • 011 ._., \llq rOW>d ""' holw 1M\ 110 

PI zcaa, .U ...-, - b....._ - - -..! torr.-. 14 tor~. a 

~~• !:lo:Ua, Sl. tor,_,. wod ..U'Wla. ftollz,..... _. apparoo~ iJo order, lla\ 

'~ W ao .,oq tor \nuport&\1011 ,_ U. por\ of 111...........,\loo \o \be lol.ul4 

Cl~ &o 01111 tllq _..tent .... _. ws a nrta ..ro _.. wl\11 \llot p..,U tor 

""'- at'-ltOII to lNo ,.,. • ...,. ,. 1 a; - ,..._ tor lMt~ .., .... -

~~- '"**' oabl.M _.. - \o wuwlll of U. __.._ •' porta wldell \lila .._ 

..U4 --. 1io-. .... , u.. ............ \Wr tl.-l .... , .. ,, ... ...... 
lnbs "- ••--rl'alla a 2 an• ,.,. PP*--11'=-• 01111oard \lila • 

... ~., \C ... U.. - % ..... II& ....... \lila -...noous a.aft- t.lM -' 

Regraded Unclassified



!100\ out pU II IIC .... 08 , ... IllS ~al lid Ch &J'I'iYecl 1D tb• !JG1 t ee! a\ea, 

lO'IOb1ng por1 1D BaU1.ore on J'&JN•' I7 10, 111!!9. Oro tlll a n-.., ....,.Inc 1•s 

~-~ 1!8 HN .... , 80 -. lli clllldze, - 8 had p ~\ YhU tor 

Bolin•, one Ktrl ba~ • ~~ero\ rtaa f or Peru, ST ba<! ,_a\ll41 -..tn n ... 

ror PeN (t!lo .. coo.ta\.S o f 18 -, U wo:~.<>n and 7 ohl.lc.,...), ed tba ..-toder 

!ll4 rt ... for Cblle • 

.u H bappeo.S, • ~· bad b- rocel vecl b7 the !la\loDal ~r<!J.n.at1nc 

eo-tu .. fr>& P8r1 s t o \ be etten U at 117 paeae,.en to Pena oere li"&Yel.UDC 

oo •1••• wht ob .. ,... not 'lalld and oould not be aeoep\.S b7 \ be P-rtan IOYOr. 

_, Orf!ciala for laJidl n& plll"p0118o Tb.! a l !lf'O,_tlOD ba(l baeD &1 ..... b7 \ be 

Pai"'IYiiD Consul i n Poria who e tat ecl \ lmt t oo Perurt&J> Co, aul 1n ant .. rp, wbo 

hod l u u.S t he '11Ms , bad ., JuriadlcUo D 1D tbe -tu r . fM •"• "' ,... Ukea 

lbU or.al ~rdlnaunc c-1\\M a t IUia Iabnd, pendl ng plaaa ~o ....,_...c\ u,. 

to 'l'rinldad. At tbe\ UM .. ~rere roee1rtng l anllnc panu t a , ...,. '!'rtr.tclad rttb. 

out dlfrteult7, Tb.e c:-.tali? IIU 1t1ncll7 conaer.t.S; ~~ lUi• I slAnd di.-sor 

' pboaod \bat all " "" t o ,.....Uoeoo \o aecept tbe•e pea;>le; t !leo ....,. \ be _. 

r,.. the Sute Depart-\ tbd 'l'r1Dlcl&4 bad cl.os.S U s dool"' on J'ara&at"7 Un., 

n.n ~ba SS lap!U1al arrt•eol, tbl c:locuaenu of' \ be S7 ~IIICV't' ....,.. ~at<&, 

&lXI eor>:f'ullJ' -..neo11 t bo PeNrtan Conaul or I•• lCo.rt .-\&tool tbo)' • • re la ord_, 

t"rue, _, wen Yalld Cor onl.7 .S boUN, otb- for EO da7•1 oal7 no .-ld be 

P011l1Hid to lend a\ C&U•I \ be raat bad \o p OD to~--. 

&fUr f\&nber -al.&Uoa t11\ b OIU' CoYI1'1r.eDl .tt'lclU. 1\ - ..... 

tbu tho .. paa•enc- abol>ld aonU•• on \ be1r .,.,..., - ell to tH1r ¢ef, u 

t bo7 • ...., •'17 ~a or \Mlr ,....,.._, OM _, .u w&a to \!1. ... tal 

for •• ..,..1..,. 0 .,_u011 _ llar aablad _u .. uc oa \he trtp. 
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.&4 

!'M p«>pl• _.. ..W Ued a\ •111 1M f or ~ da;; • 1 \ llo .._. Jaar. h -

,_., ~" pNOMIII ~ r-, w\ ur ,. ... ad ~ QJded \bn ~o h m t belnc ,_. 

••\«! &a ,...,.. h llavo ""Ufted tile lect..,.. X.U...U\a of Lt-. U.\ na 

,.,,. \a h!'U &loac wHh ell tile o1lwro o r MDJ ''- luo loU..U. •• t lla 

li!Uud S.s<u Will ""' ellow 111• IIS t o 1o Nata 1111r pe!'llll\ Ida \a - bore 

,.,... .. ,.,.. 
88 C&!II'BU 

canbla. • IIMlmrc asrtca.e I.1Mr, t l:.n e~ 1-u ,...,..a- boould r. 'rrlllld.ed, 

llol! been deled adalu OD 1o Trt.lll~ aQd ..,.. bar.:~& l!lffttal.U e8 lD lM .. 
' 

h az:t o..e of l l>o c-trol U>d S.Utll. - rtean ~-.. Tl>o BrH1ah ,......."' 

Cototrol Ot't'1co bad ben -.lwl ... of l.his t nct c o11•aan .. U>d 111 aoa.l\a1loa 

wt ch tbo latloMl Coord1Mt1nc c:-11'- 1t ._. .,reed 111.a< 3lr 1-• r. , __. 

~d eahlo ~ \be Colcndal .........,. of ~uu .,..,_., r«;U8&Uac til& .._ 

llhrtea of n ... as ntupoa t or .... perioc! of 10 &178 OD •M .... 1'011\M 

at ~·r.>oD&lblo ~oaa Orplll ll&tloM \bel ,.,... :;t«>pl.o mW.d no\ be penii.Ued 

"' bee>• ~bU· ..,.... &-.1 \ ll.o\ plau ~~ ill , ... -u- be ..,d. ~ -
\Ilea hl\o- o \ 111.,. - nhT• 'I'll• ~al ..........,., 10 ·- \ lla la<ional 

Coord!••~ r-1, " .. &leo oea\ a .s•lar M)ole, ...,lied I bet he ooul.d \Mie 

• • Mba 1llll. ... - -'A ..,.ar,. tbo- .... ·- ooc!> .r \be .... ruc
u;>oc'\.d ~ roeolTtl a wlao \o -'- t be llailed ~ a nco \ hh .. IW\ 

P<>h1blo .. -.ld !Mira ., proan•• 111111. J~oSUoll. • • ,.., 011\llo<IP 1• tbo

\lao • Mr\&1 11 ... leadore caro .. , .. Upc>l'\ar, - - • bro\ber i a 111lo atv 

•!ld n , ll.ao l hed la IIPl rtu ~ for U ,..,.._ aloe M)ol .. u 11l&\ lf • 

10<11~ defo.S1. ,..w. ober'p-.........,.. .... at..,,.-- .-1- "--

M od dollan 1 _,.: 1 
ro ....., .,. ool>lll ..... to pond\ \lle 

a •- a -.an •c 
" tlit- \o l.oiiiA, ,..n ... ,......_, ,_ Uolir _.. wtUt• \o oo\11• oa \lle 
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~ Ill - &!lli ..,, ... _ ...... la u. ~ •• - ... ., .... 

ai l • c.~ a t...no .,11 ,, : , 

_. _. ~ -n,..,.. •'t.r c •Nl a..n- aa:ut- rr.--,, ""'•'•• ..,....,_,u.,., 
~.--...... . . - ... ~ ••• '·--•11'• ~ , __ ,_ ft....._ ....._ ~ 

-- M -- .. - -~ - - ·- .......... -.en ... 

. .... be ~, .. ....... 

n. 5<-tr.rc -.srt ..... q...s 1 :2 Ctabe '"- ., .u.t 1.> , . ~"'- lD &a-. 
m~ u ""~"' tlller \u -.~ er tile .Zoid l:l.ArUonioa c-t\\-, .. ~ 

CAgi!l'IA 1.-:J&lfl S.U:U:.C MUI BGE B 1f.U1 !O MW &! W'W.I!T'OI 

:"l !ll LMNII 17 ULID pmw 5 n ~ -=-" MJQI::at un 
~ 1JlO!!IJZI m_w 1 MfTIC nzw• w:caaa u: r :a m yw;:rp a. 
.rrrm rJI.L C'OP UJilD m:!SI CX+ &• ,.,.._ Df'W lD:IC! c.tU. 

e i l! rz:c nu. u cww • m •1'\3 t:11 ca •ntPZ • ·•wrrw 
A.S 1.1 LCIPi LM& CUI BMDG 10 I» 5 • Et ~ OW"•!! P11Da 

ro .s.m TJC ..:. z:oraa J10L1. srop DJ niS ua o • ens un~ c:.rum 

mn:•:. ...... 

l."«r _,. ~· ot ...:lft7 .,1"1!-.. ~ .-...c: 1'-'lt U;e I ! ~d bee :La& .. 

llo C&rocu, ,_tll.a • r.-...:.,- bll tor a ,_.,~ o.! Sl Ci.Ts = = .,.___... 

t:>at c:. ;>eoal.e -.lA ..,, .....,.,. ~c ~ ••-!dl••-., •» 7' ' •ac•n W 

eaUoc! ...au .... a..:! 0 ,._, o~aal.UoM a cfl. .. • ,. U.U. !IIC.. -.. ....-t

oe czu-. ~ .. on 0 ,._ ~ ..... ,.,,... _.. •• ...-a e! • c.nw.a w 

"'~ \o l,.qd , ...... -n;,1. .... ," ... ' _ .... ~ ·~ 811<:117 - ~ eMJ.• • 

\ lloololP\ DlArtbeUoa c..l\\oeo , .,_ • n:..1 ~!.lie a.-.l\'-1 _. '"'" 

... """ ... l.a \be--~ ... , ... .-&aU- .... ~ ... \lie ~1~ 

r.o~-1 .. c..t\\Aee \o ioelp ·t.Wz ............ - _.. ,...,. , .. lll-~ -· 

tiM - lleoi! _.,.. ~ ,.... Gw _ .. _ .... n... nn 
.....,. 0 

-=- ,., ... )4 ......... > a I ............ 
r.. ...... w ., .... u. 
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~ ........ I I I •• - ...... - ~ CIQU&a '- -u-. .. "'" ... ......... 
M»ado ..au ll&a .-• ..... .,. e ; Ia b Zl&17, -u 'M " ' I 

....... .._ '- PIP-• 

..... f or Mlp<>.....,. ..,~ b .. ,.U-.l.R - ftrM ,_..,.,... ..., ... 

u- td_.. ...s re1au ..... la ~ wrep_~ ,. 2ae1- '- lad u... 

to j,lJa ,~,. ......... ...S fa\-._ after a -s,.. ~ ~ ,.,. ;.n ~ 

Prats'J7 

- llllrU-.. nlaU..,.. la \II&• ~U7-..! ~-,....en. br lato.

.u- bs people la \be a.&S4 --~ ab~on lMir relau.,.. lD uu'"""" 

lo llau &lao vpd llla\ \lie lnta CC-Jil:le'1i7• wllla 1a ..U o~-, -... 

• tu\M!' en-.a ta. u.tz .,.,.,,..,...__t to &ll.o• ·~ peopb"' ~ 

~~ufoll.., 

... ~ \be\ , .. 7 7 .. -..n- l.lDI!ar CerUila - ~ 
to vn" h aau. wtn I! c. ,_ • r~ u_. •• ._ 
.at' g 1 - .. 1M' 7 , ... - pplll& •• , - ~ 
II1U-' Mal l 5 w ~ Ia \loe 0uUU lila al .... 

.., twt7•u- •- ~ .... .. •'- \lid Ike ' b allwe 

w '"'" I c• .r .u..&• 1-. .... .r nate '- l.uC -.. ~ 
~ ..... I.a._. .............. - 114. ··-
• -.,1~-. oa all ?di . , •...,. .,..rt-J-.1.1 ...... l:ZJLQ aalw 

.t •Uo..U\7• eJ -a •• 

ms·•a .............. ,. ...... --·---~·-- .. 
• \lcz.l C.."*-''--a...·--~-~~ .. ·- .......... .. ,.. ...... r- ··--·''" ......... &a - • 4 .... ., __ 

~ .. a....·- .................. ~----· .al.alt&• .. Regraded Unclassified



-~ 1 
-0 

1 ,m- of s!ll~ ~ .. •· .I.Uo Feill-'~l.a•u, rr- .. ,. .. , a r.uu 

..-rutMIII elU._ td 0. ... ate., ud nrr , .. •1U tbo -~lfa at 

.,._ 1. "' ...,., r ..... .,n... 'liS'\ of '» ._ loft ~ u. lllnUc ,._ 

,..-,l• l.aaded .nor liawtiiC -..toned •Uh <» •uaa1 a.o~·~ c..au .. 

_.. 1rJ ule;~, &ad roeotwtiiC ooar pertllanon \0 pe '• \MU- wirtn 

, , t !>t ape:.~'~ >f \ tc lalnean .......... llo al., ~---~ or t1-. ,... 

,......: •Ht .,'-"1 \ba\ be re.loed ta Coeta l!tca.. 4 e-. f o? troD.• -. ffn':

-.-c.ll:J she Zoin\ lllO\rtbiii.Uoa c-tu- u .,...,. tor~ 

&I~ WT'Ote ..... n1 1111' ...U le\\ara Cli:'Ol•• .. ,. \be 111W.tlo.~ Uatt.ac 

'"" ,..., LCe.a, o oaa!>"U ona of tb. 1D41 wt~a, 11!'11ac \ lou .. ecl1 a\ tile 11>-

IMN poo;>le oa tllail.r 1aad aad r•••--•·:lit.ac ::U.< .. .-11! - ,_ trra •• 

--=-1 Nh&-• 'biOI! heM .: eoponed and •»• ·~ ~ or u. as eutt:h ...... 

... aGalnt..., aleo \ba~ """ lldditlonal ~ cr ~ bad arrt....S, olt:.AT 

.,.,.,. ..,.... apen .. ..S nat tbq wore all "' be tr_..o~ :.o GelWCO" •

~""'- R -:>• ano \al<ft 117 •• \o srenaler •- "" o\~ -.:tn.., f or \lila 

lb-. Falpllblan ..t.t- tba\ ~oe,k' ~~:u..e.lur, t s ,_,_.. 'li t '-~ of ciU-Idp 

- dllpOr\au-

'l!oo lll-\ loa ta Coa\a l:lca 11f ., • • cri tlcal 4¥ "-· ••-tine au-u

Tile but ..trt.,. 11•• u 1a tba\ • • .-1.., .-.ncoa ~- 4' H"' ....,.._.._ 

=mwr 

• u.s ted -•w or lr'r:ul'.t~~e-• - w to 1-.. a • 
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U a •U"' ~ ~- la ...... _ la U• fta at 11pr r.-ra 1 a..., 

~.tOll .. 
2 $., ... 7 0 

...... .. ,., fta\\JIC \bd ~ 

t:r.1Ge.,.-ar7 wn' .,..,,. te ...n ... aa ~ ..... ,., ~• aa. ........ _ .. , 

.,-,1• ta ,. --·· .... --~ ... Wp , ..... IM&Pl•· ..... 

~tt~ tr .. ~d -· \o CMIIIId\ed .. , .. \w er three people 

(r- IMw' : ~ ,. ' t.a ,..._ troe tlJidlac .eo.- &a 

bi14dM la Uooolr •• fttll.f. Na lad 1o IIOft'Wa.AOM.ill'-. ... , ..,. •1aanoat 

rr- lw a .... hlat .... 1a addlu..., \be~--- arpntauo .. ta 

Goa 0 ..,. la 1'1 r 1 '•mr' at \Joe opporcunt• ta 'l'rtllld.ad ud ....... 

"' ..- 1o blal ..... ,_p1a ...., load Juc N.a nl•aad rr- e» r re\mUoa 

..,. ...s ...., Mod "' lea" .. r "' , .. , 6ol.q. 

' 1ti,. \a •· ,.... ..... ft!10ft ...S "' .... LR Qlrioa, aa .lrrrn'l-

c:lU- ,_ ~ • ...., la a i a1 ..-s aad ~ •aC ot llta ti.M Ia 

hi.a<!W, ..,.. ft.n1r ; ;'• Iliad_.., a t• _.. .. wi:D "",..._. 

~ -..! no Mod "' Joe wpm,.. .,_ •· tbtaa - la ... Jo .. M .,..._. 

\M\ ~ 5 I a at ,.. - arriwtJIII _. laW .... - lfta-- Md. -

............ , ,..,.., \loa\ ,.,.. - ~ ... el • ...s ......... \II& 

... ., ~ .-an- .... \Willi .... •• tbtaa ~- --

,..., -.. a a' .... at ...... 1a t!rU& ... -' Ula\ .,., of \M ,....a. 
' 

•-..- _.-....,. rrt •-..-.. JllMed lJI ella"'- at 

Regraded Unclassified



269 

ta ,_ people ud Clft \Ma aMber far tba tllle balJII. 

& - oo•Ut M 11M M8ll orp~~& ... , IDDea u \lloo z .. t.ll U..eta\laa 

of !r1D1dad. 'l'U ott1a.n &rat Dr. hl.Yar, ..,•ki7J Dr. lallaalllar-, 

a du\la\ '- Vl_,., Pna1.,.,, ...,. ... fllz, !'reu&Nr. ... Pareba 

Nod ap-ead t o ut u eoaau.l\U\ and t o oooparata wUII lb1a o-lu ... 

l e cabled tbe .llltar1oaa Conaul \o f ind o• t tr tM ao.uu .... ..,...,_ 

\0 adaintner na.cta, aad t ile ~ ..... Conau.l ad-rteed •• t hat <be Zewtall 

eo.tnM, • -rdlnc \o •· Pareln_ 1a ...-tee\, \'lte Zotnt Jllnri._U.,. 

Co.UUM \ be....,pon Mnt tlooo. tor ta.porar)' rellet. lloweYer, tb-

ls DD d®b\ t hat \ be •Uer of IIDIUlDI and beaHII. 11 ae~Oil& aod t'-\ 

«u, effort • a; be • d• \o tlad quarter• wb....e t-.a .-pla caa be 

""' .. p. Ia n nd .... tand t h«)r are p..-uacl \o ..,ric lo Trlntciad and tile 

Co•Ut .. h ••pacta~ acun i n f1nd1nc -.plo,--t for t ho r• tllc- · 

81.11Ce 1 t 1s lllportaD\ \o eat t le the retia&- eo \ hilt tbe7 do .Ot pr.-

p~\lJ'· 'l'here are at • ll• pre-\ tiM abou t 400 retllc-, &lid _,. 

lila\ be &Nle\e4 .. \ be Co.sUt... h underaUnd \bat \he n-r • I.N 

booh d eolld untU Z-.ls td.\11. ..-.&..,. ebo ~~a .. bMn """" perale•l-

\ o lf.tld 1n Trhl.... .,. , ot ,_. ,.._,.r. rill have tluld• wb1oll \lldr 

1"8l.ath'ee n ll prond e t or ,.._ lN\ .,.. or t'- trill undoub\edl7 ,.... 

!'lanber ua.-• 

Qa Zaa&J7 U\117rin1cla4 oloeed Ua ...... \0 eoWiUoMl. ~Uoa, _. 

•1111 alter- aw-J.a ware .ada liT t ile Councll. tor o- z_., •• oar ~~·-· d., 

lilt Trtntd..S offlciab &p'M \o ..s.lt tbe ~ IIIIo _.. OD \M 1111!11-- a\ 

lilt 11M l be aee law .. p&NM. n..., ala ecree4 "' ...n .. ..- ~·lll•\1.,. fer 

-llloa CIB tlloo per\ o{ \t!OM fto bed reMlYed J.MtiiiC ,... .. prior \o \a. 

....... et' t-Ile 1ae, "'•IIC \loot \IMM l..uldiiiC ,...._ llood beea U•ed .. a .._ 

"'- • ' b lliiiU 1 
\e ottle&al • .-.., p1 ;•• ••IINI•"- ~- ..,._ • 
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...... lUll to pcooad Ulllr - I If& ..S t\ uaa Oal7 U • .... «l'ft-.lMt' 

,.,., ,.,. l.Mdlec ut wuaal •- .., •u w ODd pvua\a of v-• ~ 

11 7ft ill ..... uttue\ .. I II \1; o 

"- 'trllll .... llltuUos al8o ..U. tor s..dtew MUou oa "'• ,.,. ot 

II<J10U .,-t... £1> -.ri- &Mllll -*w - M - o\ - to =' .. 

P"'i*' boo&CDC. l.oK IIllo lllo lloal"' lll-Uo111 oad pi'OYl ... ..-u- IIMl.-. 

_. tor tile"~ pl.- pwJena tor ~appo11 oa \M Nata of 1oeae ... 

~,_ al~ ,._. ""--1 u ._. ""'- \ban a Uullt ~ to t'rllllW. 

,.,. pe.rt of ...r.c- lo\o \lie lbullaloon a..-wo. In ono.,.r U!ll a rr.on -

lo \~ laU >nal Cooi'd1•Unc ~,...,. hos one of \be l <>e&l J...tall ~'• \0 

l bo attN\ \loa\ u Uld Ide .. ...,.., .. bad b.., able "' "' up la -u ~~tape wl\'11 

..U lMu - 'llal1' do- ntuc•ua ol:ro bad uo\\lecl la S..a .D~o.s....,. Tlte ~ 

1114 M.o lln'Allpd \laNqta \M lot\ipu leoiiiiOif.c Corpo"\loa of hw to& ~ GnoNr, 

'~' ,...,r\ oo..-taecl; enrt -"--. llftacllll lo 1-•1111 --"-of GoGc-• 

...,.,.._ •l:ro _.. Mtnc ....,.,'-' ....,..I"Utll'. lloY1 nc dtb \l*o onlJr uo ... •»• 

Alnq tor •••• ,~ _. beciWIIlec to rr.u•w a " u.r prolllw •bll• aulae 

for ~'• 10 -• 1 at·r .,_..,. tor ~' I'Oetd-

Wid.lo tbe lolaa !ll8U'lloiUoa c..&\..,. and \ be a.tope 16 •c CoupwaU. 

..,.. ll'rl ....... ~,loa .,. , ... ouecle of ,._ ~ ta •• w- .., o'll .. \lllo 

a..... d ut ""'' _..,. iawi\et tile otflo&AU of'""" •heel llaW ~,._ 

lerortou '- .... w nplft \o ,~ w 11e1p ,._ r- • - --..uoa t.w. 'l'llle 

~. •• ,..... •l•n _, lMI1af .. • P"9luloe trw • tift ' 
a 

0 .. 4rollar .... 

'-1Mm1tt .,....,.,,, w.,.. ~ • .., .._ I!IIP11 .. \o P- • • "«1 l'ec to 111o 

C..... .. .._ (U. ,...._ w 111 to pee:- tM _..adoa ut \Wr Mtpbuft \lllo 

-.au.. .a-.._ .._. w ._ uatr• - <• ftttt-.lUou ,_u,). ••u~r 
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..,.. , lie -t.· ·-.. or "'aut"""'s-• ... ,LJ .... - ._ ••~~o~~~:a~a• ""'eere .. 1;1 --·-.... .,.. 

I a 2 Ue ..,u.e "'" ... ""'_" or • n ... ! 2 ... .uar -- -- ... ..u .. , a ... ..u----p .......... n I.U .. .... 

l idl ftlJBC .tf-.t a fill JIW&M - 0. -- - .._. tor S. I g ... , 

s- or '~ (et.>wl 1:1) w -"' ft-. Or~ IIIIi we ._.., .._ ~. !.

., ..to.-. ,_,. _.. MW .. laS..._.., a.-~ -..,. tlt.- • .u...,.. 
u lila- of au o! a- (a I r• ..t -. ..tt.,. ~ -..n•a ~.a 

' e • 
~ ll'--"""'-IL' .. • lii·--·..:'LII4 etr.sa...,. ~ • 

t&n1eu lepo') • -. n ,.,. ... _!&, a 7 p aa ae ~ -.-1 a..cL..s1 "C c.aee-

ro~ .... .... r = or __, la '~ __ .. .,., - ~ n ; r~ b'.a l be 0 1-

•Ub Ute n=r.s 1 eoeo.,, ___ , ~d.aU ~ • ,.. , IIZII! ~ t rn 

I gme 1 7 

•--•Lt•• ._._ · ftda 'l'ba ae-.u- 1a u.. -..u ~- -- .-.--- · 
1\\eetloa. ... aut e a -.. t ul .... - - ... ~ "'-- , ... - __ ... 

h tb.t oU t• or "- ..c ~ .. ta - ~ ._ art llw - ta r• &a& ... 
Ia ____ ,,.._____ .. 

ttaa tl'Qa ..,. ... la "-La - .. _ .... - p ' Ia ~- 811 ,.._, a ..., .r a 

~ l11 ._ ~ -.~- ....... 0 I a _. tllal.r ·p--n t;a laqe -112.., .... 

a..-...r--arn•oA 
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1-' .,..,,,. ... _,., otftohla •a ._ ~ s s ope Law oc-t• ~ o1 

......... rw .._ ..... ~ we a 1 • • ~ ..u IDIIIIl-.. fll.- ~ 

-s! rl• .a.ll -- 1o ~ lT \M ' 1 C. 

I:.,......,, , •-..., • • ,..., ~ 1a1o"" a a • ..,. .._ 

.-crt _ ... "' 
3 

01 - - :rot: • 

""'.r ,_ .... 'ot:tl...U 1o ,__, ... b.··- \lib--
:=1 ... ~u- .an rUT ott-' U/1 ~ ._._ ,.. ~ 

u o _.,.,. oL ~~ ~~Bad .. ., l or P~' ~. CIMa 

- ;u .. au.r~. b. c.-. Ottltbl• lln'e ~ t h_ol_ • 

..t..-.. $a-... Clllla ao- c.,, ... , of a hoad or $laO. for iM' _, -~. 

IIID.aD tor ~~ ..,., • a bn_. .-.~- '~' tlli!7 -.1<! ,_. ...... 

u """ 181~ o ; U. _, lion •Mit' .-lei ..,, ~ ~e eara-. 11 

a.-._ ., -.t J.a ~ ...t....C r- oo_,.ttttioe ~ &:II! olD _. 

~ $a l •n Ow c t.J1an ..a..r. Ia OJ'I(or \o !!aYe Uae ~- t.

CIIoa JU"'CiiB1 -•1117, no l o1d •~llaU- o.-tn-. 'U1JIC t lril !"aeU.lU• 

tJ \lao~~ Coorttwn•• a-a- -..n ..C apct--...,....., • otn• 

t.a ....... -.... , .. • raJ --"- an w.ac : • 4id to $lie ,..,..._ - -

Sa.ll~a:m-o'~• ao ap;w ad- ,,...,_Ill••• 
l '-lf lll t !:la ··--lll:loe t• a ... ol "' ... 4 <-. q; ..... ,....., 

- -.n- , _, • _,, .. .....,..u.- Oo=-1••• to ...,aru .,. --.., ... 
l'Nl\loa to .... pa ' I liMa w r- U111qJ wUl ao' lie Mlo to f'la1lllS.-
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!l! 
.. I 9• la 0Me ,,_ ___ 1&2~~~. ,... 

•'l>l.e OlloD ..-wr u - ........... ..- - a • ,.._,,.,. .r ,. hu& 

(Ul:l..U. ~·-- eft'l-.&a _. MMr IM orNS.S p ; •• I& lM - u.. 

__,.,._tao- ..... U~l.a-p 41-...q&MI_i&el ___ _ 

r 

1a ,_ _.. &bue --' '"• u- -.... IGO ...,...._ t»- .. _II'• a 

,.,_. __ os.U]J7 ..au.t. to» rwl 10 ~ l..,.U, ....a.u.-.. llll....,-•Hl7 • 0.. 

,.. __ ..u-t .r ,,. rd'q.-~ ,...._ ·~lftdl ..... - -.. .. 

* ' :.! u c.o ? :na.., .uJ. porsl& a_.,"'"7 utl- tor !'ft'IOU- line 

• .,..-v "' •• .,. .. --. .,, • 111 ..... '*> ln""1~ .......,.._ ~-. 

~- !u 1111 a1d or ,_ rarac- oliu1"1 &Mir na.r 111 ,..__ 

- ! II m .. R:f!P sw D'W: gw 

U :Or · 111 '-Ill - u• a r- 0~ -.-t• -• .ul .,, - _.., . ... , .. , ... ~0-- ........ -1M .,.-l ~·e-ll- ... 

~~--~--
., •""'11-••u• ~ • 

~fora,_._. or r-10 ....... »•~ -
Ue .. ~~ CboNl~. ~ .... flllr SMU ....... a '-M ~ Qalla-

-- ftl.ld ,_ ..... •"....& 
- 0\!._.. , ....... f4 ..._' :'• .. ....-&.~ 

~~Uc ._.,..._ _, u ..,. a f• ....._ 1M ..Uo.-1 Oae2'111atl• a.-"*= 
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I 
p 

ld~.....,... ,_. w- ...,..w•-. o..• I? a., .. 8lloiWI be Mllillln_... / 1'1 
.,.-11 bfa I• todt ... ....Ud be 'ltiiW a\ _._ .... \I.e'- tor \lie 

,...w f/MT, sepo....U,, U •' JJKT--•••~:a,a,, et '"'• -.pooae ,...-u, 

,_,... -t \II 441pol'U''-

,_..,. ..Uft&, en •n.a ,.. r Uld VNpQ llllooald be ....sv , .. 

:-n•m .. et \M us '•• a..&''- Ia ,._. la.t _. -•l'l• \loeft 

.,.. J,ocal rutd•ta MU t.n·wot•1 ...a na.'<>DIIllale, •bo . ... 1a a puhln 

-' Oft1Clale, lf \bey ban \be -p-Uoa of 

!lot lr._ ..... _ a..~. Ia - .. t ·~ -'2"1 .. \lit\ ,....,. .... '-""ia'-

dlllMU-, .... u Cona Ill•, trlllll ... , IIIIUt, \Un tN • 1Mal 111118e\lal 

lldittdll&la apoo ...,_ wt _.rap}¥ for \ble wrtt. 'fllaoaten \he .....S for 

a a.a.naa N;»J t lllta\lya,. 

to fl111W n.. ,...,. -....... ,_p1. \heft eee4 beal\ll.,.... .... ,be,.. wtll t>e 

-.... at\.....tfN\8 of \Wr pl'l u\ l....Sequ\e lloUailll aad · l •'* of propw 

r-..-
l ca-aUn• ._U" 1lbo oaa plan tor oe.lt R ppor\ aad r ouoe.1111111 ~ 

'"" aloaGld be nallahl. for -'l'lu Uke O.be, P.,..., Tr1111cle4, on.. 

--- T I N... .... "' •Ub \Joe p«<P).• .. Sbq .., bee<lee te.lt .. ppor\1111 

... illll't of ..... nt ".;;. 

c:r..:tu- ... , be orpal<.t or •'""""-" ln •cb \ JIPOnea\ _,.,. 

11 t llaaa _,,l'l• \o ..,...,. ..,. lloe •rtt 1o eoopeN\1011 111\ll \he Ia\..-.••rt-..... 
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atnei&ll '<> PI'"..,, tMtr depone\toa -.d paru\M tboii r l•ri"'C \lie 'llllW 

........ , ... u .. .,.Ctl ... 

IJIIAII 

"' nod • bn ea baa 1 .. to • r ... ot dhorpnt..S ape\loa ••• la ....... 

.-natrueUn, h'oa \lie pracueal po1M ot nn or \Wr bellll obll ... te 

porebaso round \rlp paaMCe (al\lloqla \"-7 bow t bolo' do 110\ laMnd to -

tllo remrn Ue.t) , ot -rt111 fUIIa rr.. bot h .,r'lh ...,...., ud a..u 

• rteu relaUna, ot ob1alahc nau \loa\ .... ""' proper)T ._.., or t MIIC 

paaaago 0 11 ••-er• •Uholl\ U17 4athl\o por\ ot ella ' ,.,Uoo la ,.....,__ 

IOlch •crauoa la oon:)T \o t he apeot ud bh ralou ••· 1\ 1a ooet.l;r to tboo 

acondaa • bo a r e ao tr.qllae\)T cal1acl 11poo \o poO\ boodo, proYldo ......,_ tar 

.aiM •-• aDd \0 tl&nhh lara• - or .onq tor unoonotrucU n rel.tat. 

ll>re ooat)J, bo...,..,, 1a \he ... bol.- atreo\ ot ach paalo ""-Cnlol

• poa t he reoo1Y1DC -rlaa, par\lou.lar)J wbalre \be l'rea14«rt'• Adriao17 

eo-ttt M on l'oll\lcal a.t~ac- and o\ber lllpol"\ant •r.c- acecet .. ...,. l.a tboo 

pro0011 ot DOCO\l .. liiC wt \ h \bose .... OOilll\rlOO t or ordor)J aeUl- Of ..-;>eo 

Tho l ack of orpnta .. Co•u•- t n ~ or thaao C..t rel a nd Iouth .....,._ 

- n\riaa \0 OO i)e at\h \boo bouatec, bMl\~ eel o t her adJ••-• probl- ot ~ 

C P'Iltl 11 • •"•r of· pen •-aad oM which oaU• tor ..,.... ... ~ 

I\ ~d bs aclYlaalbo ·~·"· \0 aa\al>ll ah ., , .... , .... adJ-' or 

tho AMrlO&II aca<>CtM b.-t~O\ed 111 \hla o• ....... .,..-_ • ~· willa.._ 

boo ealled TU later ' noaa...,._ 0 11 PolHleal .. ,_,_, wt\b • lpoel8l c.a•j

•lld on •-u .. 1a e~~arp. Tho 1M..- allolll4 u aooa u praoU~ '--lte 

n praaeetaU•• lniNI c.-&"• 111 the Arpall,., ....U eel Cldl• to att'll1ate 

b OQUUn ~bolll4 proooacl \0 C..\:r-1 ... .,.,b -..n• \0 ped- til• ...,_ 

o,...... .... _ 'rile Clarl'*- 1_,.,u.j ,.,.talarl7 Ooa\0 Ilea_ •-8laa 
Regraded Unclassified



172. ?ttr: ~ :::. 7 P• ::.. 

GRAY 

London 

DatEd PE b rua.rJ" 5 • :15:39 

Rtc •d 4 :35 p . :u... 

?Ca ::EE.l.S::3:! ?3llf :wr~t::-c.oRm . 

:>-.1£ =al cl;: t.o z..t 1' act ~at !!u.s sol.ii:.! C.1C. = = 
~£ t.:..t t:~Ec t-Ed s~t s peech after Ss.tt:rday' !! 

::.tt:!.:::.:; o!' 7C~ :?~>i:!,.slt G-..t'""SS!ld Counc i l th£ dol.lar ;.,as 

':!tt:: rnt~r craT'J:t clt'tn:d toCay wi th both ~ ?r=<± 

c.<! ::::-1:: 1 ± rtr::Ls a~r!:>1-a so:.£ ot th£ s £ 1.l.1!l¢. 

GeU wa.s .t1 rr~ :.t H B slllll.!:l~S 5-l/2 pc:eE a::6 

0~ -;;;[ 21.6 bars CF~--; b 1.27 Wt rE =rritd a::ri l:C 

JOH!ISO!I 

• 
. .- . _ .. 

• --

:76 
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p.&IIJ.J'EAU or m.nn UCZI'RD 

""lllOl: AaerlcaD •Meer, Per1e, France 

~n: rebruarr 6 , 1939, • p.ll!. 

1 0.: 2.18 

rRCil COClll.U. 

tod.a:r at the opc.lng of buei.neee the French nabil-

i zaUon fUDd contained 1n gold 1.!:,002,000 ,000 france. 

T~e:t I called at the 3aDk of !'r&Dce at 11:00 o'clock this 

::!Or1l.1.ll& the fllD4 ha4 acqu1red $-l,~,ooo. a-ran~ wae 

operaU q fn the fuDd at arouod 37.8~5/16. !he Chaae 

~ 1& ~ for the tuDd around 37.795 thle afternoou. 

Large aellere of d ollars are t he Sank of Indo-China and 

Laz.ard. 

there 1e a beUer feeJ.ing Oil U1e Parle arkete due 

~ 1.nternat1~ dnelopeente and tradint; has been &cUYe. 

?~d franc aore bi d and renhe gained. Other centere 

such aa Aa&terdaa are n01r cOCllenting faYorably upon the 

r eco.err France hae cont:inUed t o a.chine i n spite of 

l:ternat i on&l bappen1ng5 of the past aonth. 

BOLLI!! . 
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TREASURY DEPARTMENT 2 78 

INTE:R OFI'ICE COMMUNICATION 

DATI< J'eli ... Jr7 6, lQ 

niOM ' . !!. l!a4lq 

4 lin• at su Goy••' zt Sttmri'' Ia'*'' 

fpr JtH C'' M Mpg f. l?W 

lor the "" aG a whole, the ptti mt aacur1t7 ....at •• "1'7 

ttro~>& and modor.>tll7 aoU'fo . 1bea oa IICIII4AT teoolOD lD the foTel.p eciDe 

•u greatly rolie .. ad l!J the c..p&ntiftl7 wlldued tone of Clwlcellor 

tre,!datlon, prtceo of IOft~IDt olll~Uoae l>cnmded otron&17 'llpWU\l. 

liT the elcu of tradlJIC ta.a~. laacv fr!!•urz !Iondo had roeonrod all 

tht!r 1/2 polo\ l oaaaa of U.. prl'floua weelt, whlle the aborter and 111\er

=•~ate hnao repJ.IIed allcnlt 2/:S of the pro'floua loooao. J'or the 'bal.IDea 

o! tho weak there -. Uttla DOt cbaa&'l 111 prleao. 

The ad....,ce lu prien,whleh llroacbt the 1o~~&~r iloua to ne- a11-U.o 

h1gha , -• aeecapaa.l .. l!J falrl7 widooproad dti&IJWl. C...Orclal liiAD, 

a&Yl~>&a hanlta and doalora to - ctlllt 'WIN reported aa 'ti:ITora. llo1r1l1l 

tte latter bali ot the week UM..lac -. rather ll«bt. 

! reaaurz !Iondo "" 121Jll:·'• blpr on &'fi!'!Q• rl th the Dlturi U ao 

o•er 10 J&UI up 18/ :52Ab. t!'!!F!U aotea rec:onrod alloot b&lf their l oa111 

o! the PN'floua week &114 cloo .. 2/321>U b1char 011 • ., • ...._. !l!!ar!!!W bo"4 

h111ea wore 7/:S'2Ab a~ u., prwrtou ... c, wb11o OGhtandl"' praotoed 

oote h111eo wera ~ 1 and 2/~ 1o"r ao a roo11U of q~~Dtltlca 

l dJun omh follooriJII u.o proHw1M17 en- \ • Yoduo~ of •,.... 

$30o :.llllon 110\e l iiU ..,. the L J'. C. ftal aoot rocent IQUIIIteed DOW 
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(0. s. !!. A. 1-.3/~ IM»oa t u clo-=4 .. WMlt 110' 3/3a>b, witll a pz1oa d 

100. 2'7-.29. 

It! L l e C. Iota ; s 

!he ofteriDC todq (:rob~ 6) ~ $3:10 allll :::o 1/ 11f, 3-,_r 1.1-=-Ck 

ootu o! ~he L r. C • ._. -..11 raea1ftll, u art~acl '1!7 prel's1•<7 !14:c'a• 

on nbaer1ptiona 1n t he In York llauna Dbtriet. :IT 4 o'~ac:k,$1,298,000,000 

nbaeri;>tiou had baeD raeal .. acl. !hb CIZI;lOZ'M Yith $1,2:21,000 ,000 .-.:l?N 

o> Ute recent $100 :dlllcm 11. s. Eo>.S=c 1- at 4 p . a. ca tile ..., d c:!:tH"-

1o5. UD0!!1e1al cpot&Uon.o <blr1.ac the 4q zuca4 f=> 100.14/32 to l::tl. l7/S2 

b14, 100.16/32 t o 100, ;JJ/32 o ttoracl. 'lblthor ot!1e1al qlO\atic:u ca11d.oaa a t 

u.. .. !!.guroa or h1a;bar , or aon 4Daa, b falt '1!7 \ha -.rot to U; I - t» 

ohe o! allotment.. .t. lar&o allo-t~ rom t ill "' o!>lot t.c-.r ~~ 

.1.\ Ute clcoe of the mar"=at , U wao u~tacl '1!7 the otroot Ula~ ~ !.a.,.. 

• 1rll<i open t cmorrow at 100.13/32 or 1::/J. U / 32 lrU .. 

llr'•n' PorVetlqe 

lai:nticts i .D the foro~ -·· fhio pcllq 1o ranacted 1Jl \ha Dltl Qat 

4tolen• ho141DCO at the 1D4 of \ha -z o\o04 a t tha 1.,.... t ! 1c;-:ue ~ 

April , 193?. lith the exc.pUOD o! 1 to 5 7MZ DoDlH , C.ralA a"'"~ ~-t 

pot1 t1oo wao o1bill&tad, ho141DC• o! all clao.- o! oecurt ti- -=-
lc !act, h.ol41DC• of all o&C<lrlti u ~t b .,.,. ""''"&II.! h -T7 lU.la 

•ore reaucod t o oec11pblo ....-h. !boo $30 .nu,. obor1 ""'-· ~U-7 

repreoeotlJIC •npta•, aD4 tha $].? .u1ioa 'lll11a ware pracUcall7 all lool6 

Dr one dealor (DheODAt ~:raUoa). 
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r.....-..J7 ... 
!...,u'7 not .. (1 ~) 
tranrYAOaa ( 1-6 ~) 

::eu::r1 bUla 
:. o. l . c. boD4a 
r. 1. v. c. ballu 

cy stuw ,, Wlve> 

llol41"C" 
.le 21 

7.7 
~.:s 
-8.6 
17.6 
12.. 2 
:0. 3 
61..1 

llol.u.p 
It). i 

0.1 
30.:S 
0.5 

17.0 
0.1 

-1.9 
46,7 

hi o== 
- 1. 1 
- 3.0 
• 9.1 
- 0.6 
- 11.15 
- 1 . 5 
-15.a 

'CO 
-~ 

.Da1l1 ... ~ .... 1-.. '117 ~en oawD\ed. 'o iipprox:lateq $140 m n t.w 

(uel~ Sa~. Cicb h worwen7 a qlliot 4q) . Of Wa -t . ... 

. 
&UUO!I <la1l7 -.a b ~ llaMa 1104 a~t $35 :aUllllll 4&117 !.a !:!l._~I:JtJ 

cotes. 

dk 1MM• 

!he :>:>1.7 llia~la u- oZ ... corpomk 'bond f~,and 1..a ta.:-t 

tJ>. larreot oi.ac:o laat Ockl":ler, _. U. otferille of $10 adlUon .....__ 

o! !or u .-.nc.a ~~ wUh : ; •• ""iSIIC f na 3 l/2 to fll, ae4 _..._ 

Hlu frao 1949 to 19ll9. Oil u.. ~· ac da.J, tho q110tat1cma ..,.,.... .,.._ 

•~t!.al17 abon \he ll;rOd:i-k prices _.. tho b.,.-~ r-.4117 011111. cp1rid:T 

nll! to tho -.rlatt. 

Qenta\1 7 I Mvkl' 

••:.: a o a .....:J.t of •••we ot ~ to.~ tcaillll. Second ~ ra1.La llllll 

o.U uUl1t7 1- .., 1 U.. ~taat p!ao, \111 f o:ooor 1..a '"-• flf U. Ooc:l 

\4\ l oaaaa 1.1> ro111 bad..._ J..uc-~ 1..a o thor \7PI1 d>lrl.ac tU ~--"-

plc t:a.re brl..ac \be latter pan at U.. WMk. • oo47'• &fti'IIP of au.~ 

~nod "P u-t 1 1t, po1ata wii:Uo ..I.U -d.a rooo app~teq 1/ 4 pd:a1-

f oroJca ......._ aliiO.., at ....u.-- p1..aa oJar1Jic t:t.. --.n\11-~ 

or Chll- 1-. Dic:b. -- o:ttctod. a4oo:ool7 '117 \be ~ l..a :Ia~ 
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'~ 1 _c; 

AI lpwtzzt 0 ' 

4, 19:19 ! or • ""' ' fd ~"'--Y7 t.Yeaba\ -== t - _. pa • " of 

p t ,OCO #-3 '-" t:s--=~1 ....._ f er • a \ at II. c. ! • • liau.-t 

r,ooc!&l 21 s 117 &l::l. a -c.-:llt 1i:> $9 , ?00,000, 

D ' m' 3 m snw Mi s 

n. ~c::s !Q~ u. SJ"et.. Jlt: •t -~ Ua1 t.t w u. ~ 

"*"' of $42, 83>,1ili» ~ bU1a - tariae h~ 1 rlU. a 1Ua par 

:a::u1..!:6 ~ 3. u. -~,.~ ot • tl59, 8515,ooo ~ - t::atv a u. 

- £ caw ca::--.-t, \ta :S.. Tc :-k lia&arn Joalt ~- • •WU1GM1 

ru,ooo,ooo ot :u - ~:q s lllUa. 

Regraded Unclassified



) 
__ ,_ 

. • . :l.'~ .Jr. seut for Chief v:us:l!J " t 4 :15 to- dc.y. 
:.~ •~·c , Tn~ Pr esident s w"nt you, lf you c~>n without 
;,:t~ ! c .• J&nt :.. t it, t o check U;> f r o:n Vrednesd:..y 
:~:: .:·y 1 o.. t ;me o ' c l ock t hrone;h t o :uidnieht on ' Fe bru
::: .c ~s to ·•n.. t t e l epho,,e c .. lls ther e wer e out of 
••. :~ .~ t~ ·. to Ger mc.ny <.•ld get copies of :..11 Cdbles . · 

:~.- -:~:>~.: of it i s - c.nd here H. ).! . J r. honded 'illlson 
::- ::> . :o"~Lt\ ticker t c.;Je : 

:, 

,.... . \ \ . --+-- r.~ · ... 

~~~.;T -iLLitt. '·-~: u ""~(t y >~~00!.fl.'4'T Or ..... )""~t'.~ TA 

··1 ~ ,:. l >l~'?.ATC TO ~ l S ">tr'P.t< 1lOCA1 TWA~·~ St , :.••IO'I 

• Y•ST .r r•Y·;S SIITH>~ lf r .. c sr:-tArt :-c Ltc., ·r:Ald ~' 
~ • I • o 

::; .1. '~,.:.i\£'1) TlfAT ','){vl r ,>,V;C:;; Jr Tl<F: TfST! Mv IY ~>)\ll i . . .; 
t .;·-;~TA rt '( I'O•lG I;: llll~l '1' ll.l .S~~~y._;,<'(lf"~i~>.:' - ' \ 

.),- ' I ~ 1'Tii' t !t:FS A,~J' f ISA:~F"~~; 11 , _' -· 

--
I r e turned :IY t estl T.O&•Y ., ht~!l I go.ve , before t he 

-f :~ '!il ~';.:y . .ffa.ir!O Com:::ittee, & t o11e o •c l ock OJJ 
<--··so. ::, Febr.ll.ry 1. :.:o:~cbooy .c. ew tit t we hc.d deleted 
:' >~ t:1e t.esti~o:.y :.::d s:>n!' t l:ne betl'leen t he; <.id .nid-
~~ -:: > r ,;br .1:.ry Zd either tele,.hor.ed or c~bled Ge r .n... •. y . 

':'!P <>residen t s-id t h-t he t runks we c :.u get 
: ·.~: ~ :' >:~. t.io.o . •:L.ve yo~ ever t riCld to do :..Lythi r.g 

-~-- :'lis? 

.• o , b'.lt of co •J.r se i f we t.sk for their coufi
del&tbl r ecor ds , t he:; will give t hem to us . 
I feel s'-'I'e t h:.t >~ e c~n go to the t elephone, 
c:.ble .. no r :..d lo co.n;Jc 11ies :..nd stu t e t h<- t . t his 
is :.. p:..r tic .ll,.r.!.y cor.f ldeHtiu! :n:..t ter ~r.o 
th...t we wo.ll<i ;... .:>;>r ecbte their cooper :.. tiO•l 
~•.o I tom ;Jr e t t:/ scd'e trlut v.e will get it . 

v.e tni:lk th..t v.e ~uo1' whJ sent it . 0~ co:.u-sed 
t :Us :~erso: . co..Jlc go t o the Gerlll:..n Embcssy ~ 
se&:d it ;,.nd tne·• t .e fl:>:lld be u; <-&'-' lust ~ code 
q.lest.ion . Let • s tr:t _ nd see i f we e-n get this 
infor:~-tion :..nyw:..y . 
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Fl!OII: 

TO: 

118. GASTOII' 8 OPrlCB 

The Secr etary 
·~·--------

183 

"•ldo.Y JA~ . 27--''e"a aper a CIU'ried 3tory heBded 
·· (l~·r.,rcloi-"rribuna) "Treasury Let :E'rench A(;ent 

Ride Bo,.,ber, " f hi a b i ng based prellUIII&bly on 
tes\1•10 :t by <.len . Arnold pr evious day. 
Yo• n ~ urtd bef ore t he Co1.:1!.11ttee t he aamo day . 

,-.!al, J • . 30--Sl•eJlTiard wrote to you a sking 
CO!>)" , f l'rtt i dent 1 a l etter. ·,re ou.at have r eceived 
tt t:c """"' d!l¥ , ai• ce I talked to you on pho'le 
a· eft•r-IU'd wo~t to aee Uc!-Jtyre, who lat er 
*"-,4 t':. Preai de• t .-ould see you a t 10 :15 
~?lh::-t•: doy .... -d t he Co=1ttee at 10 : 30. 

-:-:.l~ , J ~ . :1-Preo\t\e~t saw you :1~d t::e 
e-::l ·~t t tee • 

• eJ er'B;J , Feb. 1.--T', rnU- Tri bune sa:ro Preaide• t 
to:~ 11 •• ~or.~m1ttee u. s. frontier i n caae of 
w:• r ''lld be 11 \ 11 Fr anco ; " al so that he wr ote 
"'l•t~· r t>f i .,• tructions but onl y "ch1ta. " 
:t '>\It t hnv~ been t his Bl\."le <"laY that I re tur~ed 
tro:"•crl pt to co:":ni t tee . I sa" Smal l ey , the 
cl•rk , a t j uat 1 e•c l oclc . P .S.-1 knoT~ t ' ia 
'" \1. 1ey . baceuoe I !>.ad lunch t hat day r:ith 
: rl ~Ucn a•d Gra•t t!ason of Civil Aer onAut ica , 
·.a..··i • t"".r.de the "7lfl0 \ ""' tne,t e s we ret-unec' fro- ti 
t t ?r~t 1~ent t e pre t confer ence on ~~~. 

·:li< l , .,. b . 3.-l're~ide'\t t:&:.:s • deliberate ue• 
:' t;~ :-t 4.oil to !"'ro"'ltler 1., ?ra <o· ···r ... - "!c.e nt tis pre•• 

..... .. e • 
i t. ... . . . . 

~ · • " ·--" ·"':)' r ed ns;c d r.>e to call o" hi..,~ t 
l. ~· •• <:>oM1-v ,]. w~ich I d id . 

Y'h~) 
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fel!r!Ji" 6. 1 ~9 

"'h ~ r had Banes 1D tor about an hour. One 
~ :~e :~~ !:e Ull.d J:~.e .as th.&t soae ::utual. !riecds asked 
:c::ato= ::0~ E.e:r...ol.~ 1ll!::r h.e ~ going after llorgenthau and 
!:.1! u:.......c w:u, ~t ~ pert'ectl.;r p1a.in. I want to get 
!IJ.:.:rr:=...: ~: o~ the heas::?)' so that Johnny Banes can 
tec<Ze :ec-~~. Sa:nes Sldd~ -:ha t is wbat Rer..old:; · 
t! : e· '!-i :he peo;lle ~ !rorth Carollna. I want you to 
;!..-e ::-: ;c::.lsn= to 60 ~t= Re7DQlds and get tbi.s thi.ng 
!-.:-~:.:c:.lC: = · !his ~ 1s Just preposterous and 1D 
!~~ :J..."':li.:A t=.e peo~ a:e ~ th:.t 1\eynolcis i s 1D 
!:&!: s=::e ~l!A:le1rlly =d !hat he is t .ak'n& retai.ners rros 
-:::~ :..:-=---• c::: :u.ll.a:::.s ;;--d is an thei.r payroll. • 
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::":-=C'::.:: 

_ .. .. ... :-: 

:&s 

-r . !ir . .nes 
:u- . i~>ylor 

.!:- . GE.St.jn 
:Lr . r .Jley 
~r . v lbbo:lS 
- :- . lit.t. S 
;._r • Locllller.d .. - r . ,;Qi ~e 
..:..r • .ici\eyr.o:i. .... s 
.Jrs llotz 
-r . :.urfl e:i 

: oo;- i!" t ::t::- .: ' ~ -::.:-~=-.:"' : - : __ ,..!::': $~ee -! : =. C'::Lt 
- _. ..::>"'ri ~ : - J .. e c=...-.t ;..:.~ .. ':- "::- -!!: ; :::=~:... : !j st 
~? , ~c==~·..:.se az~ - =-•c: d ::e ~o= ~::e;e .; ~~!"a:- t!:t • 
~ ~"~:-ie~ - ce'~EVC ~- ~~= rt>r:c iL · ~- N~
:~~~~:i.~ ~~: :; -'~ ~:~ ~~~c1 =-: : - - :n~ 
- j£ CVEC ~~~ .or_ ~~ r==--r ~~ ~~c ;c:~ ~~~ 
•!.5 _blE- ;: .:; r.-.'!.-y . .:..v_::, .... rt. :.::.: ~ : :. :.=. ..,,~ !-:.!:. 
~ !le; ~:" :.e:-~e c::...: t-c z. :-=o~ 1 :>: ... 't !:e ?:-esk:.e:L -,r 
toe t:n- te<.. su c,~ . 

.. n:: ~s .1. s c.:; , ~i :..::: :-c • s ~::>:: W::-l !_; ~~cte-C 
.. !.ta. ~E c.s c~:sc:.:; c.s ~-c ;t..:;: e: ~:"'0~ ::e::-e -=~ 
t. :-e :> U~ o:: £7.:-:.t!:.Y a-=:- .:.~::'~ t~~;~e\"E !..!: Jf!!1;. t r•-
.. :>""': '!: Y"t...: - r n1 t - -or...:7 · - •ee -• · - - --··-~~ t r.~ - - --""'" - -......c ~ c:. c: .. c:~o... ..,., - -- -- -'"'-6 ..... - • e . I 

::ifficult ti=:e thL t : • : f l .:i!li now, I . : s:: ~~ n~jle 
tn~ t t !lEY ' ::: be ~n e.:l:-...£~ t.o c:::..:.e ~..:p ~!Xi t-ell ::e 
s:> ; oec£t:.se: r ~:lt:' t cu:t :,.:;;boc;: c :>::Le:;:r.ee rtc,a :e 
wo.o .;.oesn ' t believe 1=. Eel:!")- '.:o~ien~ .;, ~=- ·, u:C. 
_.oes!l 1t ~elle~e 1.::. .-!l!.:. ..e ' s ..iO!.r.i · .. _ . ~s I scr, 
it t.nJ i:¢0.,7 hzs e:~ .:~::l:t s o-: t..::Y ree·H -is, :w.eJ ..:.o.t: 

t.s~ r o r en c. ~;o!..l:t.::.c::t t.:) see :.e; :::.:. ~s: scy , : 
nope ue;: ' 1.: ... ~ =..t.O ~.cc..:cc : :. eo:.e a;. ~ ~e-1.! t:e 
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:... . . J-: : 

- · . J:-: 

- 2-

ttu. t taey ' re o ut of sy<:spL toy n tb wi:ui t I • :~: doing. 

:;ut "' t.a.i.ru: I a.t<ve tne :-igot t o <.sa: thc.t, D.Ild if 

:as 

I d .m ' t beLr fro:~ a nybod.y I'c t ak ing it f or granted 
tn<. t tney •re in s, ~patby , but if t hey ' r e not I want 
the:! t o coce up a~ tell :e so, lnd <s I say - just 
toe •&Y I woulc if I wer e out o1' sympathy ,..ith some 
t hil'lb ttu.t Ule ?r~;sicent wer e d o i ng. 

i>ut I s ee extre=ely d!.tticult t1oes ahet.d of us, and 
• don't want t o hc. ve any ~oubts <.bout anyboay wno is 
t..s closely ~ssocia t ee ES t nf:se ;>eo ple a r e here w1 t b 
:~e . i>ut as • s a;; , it I ru.d t o o o it over <.fEir:, I ' d 
co 1 t ;u.st t :1a SLat .ay, enc I ' r. not going 1.0 chBD<!e 
one iota, beca~se I believe in •llh t I ' m doing as f Er 
as tnest co~tries e re conce:ned . Lverything I ' ve 
~.nt ! s le~al, a ll <bovebo~rd , tht r ecorc s art 
a vti:aole. ~s I s~!~ , u:;;":lo.::1 is entitlea to see 
toe:: . 

~ut : wa nt to be sure one aun~ red percent o 1' the 
)E.,pie ;ro:> ore as3o>.:1~ te- rt tn oe . 

:s tna• a fai r s~a te:1ent? 1 :~e&n I ' m not a sking -
:i: ::~ean t o.et•s ;erf.:.:t-7 f air, i sr,• t i t , to t.s<> t m. t , 
Jonnny? 

r • :~ not ~r.:ct~r~ ! t 

I •c. j uzt ~y ::or t ee benefit of yourst l:: cnt! t he 
b~ct~~t ~f eve~yb~:y c:~~ t~t I ' = b thousand 
rer .:er.t . : to. y:n:. in it. .i: tc.iM you • r e absolt;tely 
:-!.e;at . I' ll go .:o.tn rtt:l yo::. , if it. c;ee r:s going 
a~TD , •e •ll al: go _oao. 

'!he res s on I a s ked y~u ls y::n.: ' :-e nt:.mb ecr t ;;o in the 
'I.·erost:.ry . I Q£Ve no do::."tts ~bout you . 

I -.; :-ee •"1. ta yo u 
to ~o• t nat , to 
te!llDi J OU aer~ 

E aundrEd rercent. You ' re enti~led 
.u:IO" .ll6:-e ever ybody s t s nds . I':l 
__ .,re I s tend . 

I d 1dn' t iu;ve &::;;" do\:h t s . : ~oo"ite d Lro::.IW 
tu=n t~ - I .=.an : ;ust 'liUl~W to · · · 
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I ~now yvu hadn't any doubts, but I t hink it ' s ~ell 
for everybody else to Know just ..•. 

Becuuse tJ;is i s, from now »n - they ' ve tclvanced 
the ~resiuential year by u yeur, bOd i t' s going 
t o b e plenty dir ty . And as I ' ve told the people 
ur ound, so fa r I ' ve been able to take care of 
myself . 

But I ' ve alw~ys f el t. that .1e have a gr oup here -
tn1:1y 1 l l see me turougn tnic" bOd thin, and on thut 
busis I can go along &nd not .orry . I mean as long 
~s toe Treusury gang sticks by me , I ' m a l l right, 
but if there is any aisbel lef insi de of t he Tre&s~y 
fbmlly , .vo.y, I can go do>.-n v ery easily . 

l w~; ntea to t allt to you o bout some of taese sppoint
cents Just along thct line, didn ' t c~t a chance . 
I/o thing pressing , but i t' s - you >< nO A , there 1 s a 
cleuv~;ge no\'• • lines have been drawn. As you 
ex,r essed it the other aay on the delegates , I •ve 
got t o be either " ith you or ugoinst you. 

-'·ell , I •m not - you people her e - there ' s nothine 
thot I ' m doing thut the peopl e in thi s room don ' t 
know ~;bout . I mean there ' s a record - I mean 
ever ybody - there ' s nothing th&t I ' ve done that 
a t l eo.st some of you aren ' t fumili~< r ·aith . 1 
met.n c ertdoly ever yt hing th:. t I co - at least 
there's soze ~f y~u t~t ar e consul t ed . 

but it's gving t o eet dirtier ~;nd dirtier, r r~ I 
just Nant t o Know t.'l6 t I've got e t eem th&t ere "ith 
~e tnrough thick b llO tnin; tno i t's going to be 
pr~tty aton thick. And besioes everything else -
there ' s jus t plenty; I me&n I ' ve never seen the 
weE ther so thicl< or so uifflcul t as 1 see 1 t . hnd 
I ' m not worried , I c~>n t~oKe core of myself if ~Y 
own cro•d will see rne through this thing, th~t s 
ull . 
But as I say, I ,~ant to .tnow, nnd 1 ""nt ~ as I s&y ' 
I think it' s f a i r t o ask ~t t hiS particul~r stege if 
c.n:;body bas any doubt s tha t t hey should be tnan 
enough t o come up und suy so . Because this isn' t 
just Treesury business, this is everythin& · I meso 
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the l~st "ao weeks, lnst egd of bMvlng done wh& t 
1 nopeJ t o do , put ~ mind on r ecovery and t hose 
so r t s of t hings, I ' ve .ust ~ept fight i ng trying 
t o ~eep DIY lines stra ight o;11th the 'Nh1te House . 

I me~n, t o shon ;;:>u, :' or instt. nce, the kind of 
t.nings , the dispc. t ca co::es out of Berlin th&t an 
i mportant ;n. rt of •. ooll rir.t;' s t< nd :ny t estimony ha s 
been de stroyed . See? 1 =~an, nor. ho~ does Berlin 
ttno .. t. Uling liAe t at t ? J.na O&st on 1 s been sent for 
t o come up on the Hi l l . 

1 near <i so~etn!Lg else i n t hat connection this 
cao r ning : t ruc. t Eenr.ett .: l L:-..t ;:. oa r;ye lutd hinted t o 
some o: the boys t aa t you ~u t;o t t11e s t enogra;:mer 
of t he .;ommtttee do AD ner e &n~ b6d bribed hi m to 
omit portions of yo1.:r tES t. U:lony from t he r ecord . 

( Be., t'ty h ughter ) 

Getting a irty, Ell r ight • 

.. eu, olJ crouti.Jus Henry, for your infor•mation - I 
neu every s ingle ;n.re o1' t.!l1. t tt:s ti-:~ony, in its 
;:> r igin::l v i r ginal st&t us , , notos t a t ed . It ' s in 
t oe safe . Go t i t, 1&c? 

les , sir . 

~o - I don't Lno• way I did it; it .-as my o•~ i dee • 
:au t I jus t llE.;i a h un;:b, so f s t his thing c=e ao= 
in the ~r16~1 st~te - l~e:-e 1 s one ~hotoste t, it ' s 
i n ~ ae s r. f e . I ,.on• t .u:o\1' .-ay, but - I meLn I jus t 
:1:10 it -!;>ne • 

.. ell , of cours e, t !le ;>r igim l t es t u :my Es it went 
b~ck to t he .;0:$it'~~ a:~ ever yt hing in it! hcd the 
scr~tch- ;>uts 6 nd ~11 t ot> t sor t of thi ng, t oe r evi
s i ;>ns , nbica i s co~:>n ; but thEr~ ner e no p&ges 
a ele t ed, a nd •••• 

::ell I meen it ' S jus t tha t kind of thill!! · NoN, as 
I s ay, if a ;:~& n :mo4'S th,. t your o..-n cr o .. a i s beck of 
you, you 've got !ll)tbitll t o -;:orry " bout . 

Yest~rday ~ougnlin attsc~s poor Ber nstei n: he ' s 
running tne Stabillz~ t l:>n PunJ . Our Scotch friend 
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tioesn 1 t exist . 

By the Nay, t ha t tr~nscript i s going to come a long. 

Jus t f or fun, I 1 ske j h r c hle "I s Berns tein on t h e 
S t abiliza tion Fund ,>ay roll? 11 1 and he ' s not . 

Her e ' s t ne ~ayr~ll . 

I ~ean it j ust se£os t~t you don ' t think about i t 
norcr.lly ; ae -;as selecte~ b)' :Jr . Oliplumt because 
nE ... s tae b est ~n t o swcceed •h .. t ' s-hls-na::~e tht.t 
vent t~ ~ne Eo~~~ ~r ~Lx ~.;eLls . 

Cluren\!e '"' ;p;er . 

J.n£. no .. :ber nste i n ' s ::n interru.t i :m-. 1 fi,;;ure . lionder 
if nc; KD071S i t . 

P r obLbly d o e s by now . 

1 celled ber ns t e i n t o flna ou t if he hell a ny of t h&t; 
ne 1'1£ ~ surprised very liUCu to knoN . 

.. ell, I •ve sen t fo:- c. - : .m oR Ln org.,ni;.r,tion tnn t 
t okes co~ sten~t :-~~n:c no t es ~r tne Coughlin speech, 
an'" .. e •ll get it t~-orr :>" ;:~.>rning . 

.. nile t ney SGJ h; ~:s.s terrible on me, taey say t hLt 
r.h"'t ae s~ia t.b~~t t~e ?r~siaent mc~es nna t ~e s~id 
Lb~ut Je lo~K becu~1ful . ~hey said he ' s never been 
so vicious about tne ?res ldent. ..nd I ::1et ..-ith 
Li t vinof f last s~er in Prance anL ilr,tched oll t his 

o u t. 

I don ' t ;mo. ::nether ;;.>u noticed this ::>r n::.t , but 
tnis is interest ing : •:;'.ro f&.mous :led- nr.t.:rs ought 
to get tog& t ner . r :.oll say s :fi>U1re favor in6 ti\e 

ll&zis . 

1 c:m • t get Steve Gibb:>ns to do ~nytning about t iu,t 

e ither . 

No, be • s ver:r :lila . I .;~o s told he ' s ,;o:!.n& to 
tne Pr e3ident r~r :>U: resl&~tion, you know. 
of .:our~e now ae s~ys tnot tne i:ubins'<(y cr o;va 

a s k 
And 
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" :~~o here in -2~!l.!.::lit Jc ru.s been to see oe 
sever~l tioes Ebo~t ~!s . I d!scussed it • itb 
rl e r ca&o w:~en he or~ s :le:re . I ' - lue to see a 
vLll~p p~ll ~n t~ls ~en::~ t~ng . Fro~ the 
~nl.".:>r.;w t.;,. .Jn ::•vc .go~ t. !.t[!.r-i &y fric:nis , e very
bv.:1J • s r.i to. be ~n!s::-1. tl~n ~n these plt._nes • 
.: CU.V~~ ·t ~ .:, ~ ::;;:_._; 11':_ ,.. ii'-S LiL !.:iS t t;1e t nin.g 
.. . ¥c..., . 

-· ~-- , ... -:~ct ~€ :"~:a =- :. Scr..t ;..:.:- t:> t;E~ t.:j) ~ S &'J 

r~b:~;~J ~~ ~e • s ;), lSi~ : ~ :~c scle of t~e 

rlt..nes . 

i!e::"c ' s ~ lEt:.er c_::.... : :---: .. r :c~n!. t: just .;ot fro:: 
~e~ : o:- .:1..:-- _.J::..:. .. :=:.12: ~.r:e :-!:tc.n..,.s ,e :-t.:.ns t:1e 
o:>tLb!..:i=e..t!..:.n F~; -c .,-_ ... l!.Ae t o h.cve .llo t e ll 
,LL :ac: st.:::. ~I.!S ~f i t. . 

u~l~ , :it;j~:.llC s 

"""c. :in ' t ne':' 
·- .. i: r ......_ :::,i ~ ::li s s \:J.."l e r , 

..JUSOt t :> ge~ t.::C t::.~e: ~,.e ; 1~ ' s u:..t.-c.: fcbr~ry 4 • 

:et"" t.. • s t. .:le ec.•~l:;c - !e=r~ :'.i _, ~ : _; ) ~ - • 

f 0.:.. t.? 

:> :).) ~ -- · 

ee ~~ bEve 
C?u.:;hl~ • 

.,ell, • e ' re se-riln6 t~Uct let ter u;~ . 
[;oc!ce u dl:IC 11e .-here BsrkleJ 

I got a 
go t tbe 

letter !'r02 
tnrora.a tlo n 

r-ro:s about tlle tl2 , 0JJ, O'J) pr ofit. 
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So I cLUed .,., En·'- '..,. · -' c- < "" • ,........ ., ' d - ... -"""·• ~ ~ - ... e :-e = yo u 
ge t l t !'rca?• 

So lle sEoys, "l can't r eseabe:.-. • 

I st.i:: , ">13' God t C&.:i. • t:. r 61£Jl-"'er'?" 

I s:i i~ 
7 

11"£!>:.: did!l' t i et. !. t !':'.:c. ::.e. • 

~lio .• Ee s<.ys, '7e~, L:: : '=":J=6"?~· 

I s ol..: , W8o , y::u •er ~::':. ·~.:c:, ~t ~re d1:-d y ou 
tet it?• 

~o I sal:., !""'fell , no• Co J J ;J A.!:~ ~c to a.tiS-;;c.r 

t.hls l etter?P 

He s&id , "You bet~er s ec: u __, 1. co;y u::i I ' ll 
taAE Eo l~~~ a t t t.r '-

fu.v e t o be U!) tAer e l) G0 ::l::..:.J: . 

J . K . • lly o:>t s=-. ~ tt!S'? 

~e3 . i.IJ.i ~,):l' t: ~.:,ric : ;_.j :....:.:. ~ ~tv:.~ we 
ll._:S:-c;ca ..:tU! :>= Ue:-;-+ ~ ': 'IC =es-::"-QY~ • • · • 

I 1 ll U...:E ito .rt = =c • 
I ~c.!_~ ta.at ' s • at::c ~.:.e st..!'~ .1: =~ !:-». T!l&~ 
st.c t e d::;es ae;;no~::.s -::ae ~x~ 

lio r -.a Cer ollaG . 

Norta Caro!J.n.a . 

In co.orus . 

J oh!mY' s the o4 o::£ :..:.L: ~=-=-· t t-r!<YE!" · 
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Don' t b18J:Ie e verythin& t"roa Korth Carol.ina on me. 

Tha t ' s meso. 

That st111 lea ves the average prett.y high . 

I fee l bet~er now, J ohnny . You don ' t mind, do 
yo u? O.K. 

!lac? 

Ser e ' s a letter t"r~ SenE tor Gillette transaitting 
copy of so2e stuff he go t rro2 one of the people 
o ver there . Very 1nterest1zlg, r.nd I th.i.nil; you ought 
t o put i t 1n the nands or whoever t nis f oreign gr oup 
is . i here • s an Acerican do.a the r e . no ' s been head 
of custo~s f o r ta&t c ountry. 

~oat does it do? 

I t' s just a discussion of wbL t needs to be done . 

You tbin4: I ought to r e ad it? 

I thin!!: you ought to. 

0 . lt. .i.nything else? 

No thing. 

No Uling . 

Go t ever ybody 11nee up t or t onight? 

I think s o . 

!low • wno g ets copies 1n a dva nce o f t hat thing? 

Kr Deleno didn' t want one, end Xr . Eccles did d 
.-a~t one, ano ne ' s the or.ly one who aas rece ve 

a cop;y. 

lie • s the on1Y one? 

Yo u said no t t o give it to llr . Sopldns or Mr . 
d eoaerson, so I didn ' t even otter it t o them. 

' 
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Uid they a sk wha t the meeting is about? 

No, I think I told everyone thut it was a meeting 
of the r' iscal and !.lonctury ;;dvisory Committee, and 
these people who are. not members of it I told you 
n~<d something t l1u t ~ould interest them. 

llov:, tbe Treasury - 8 : )0 - you' 11 be th-r e , and 
Gas t on. 

:.lr . •·bite and t.lr. li&~os. 

:;bit e ~tnd Haas. t.nd di d ilr . Eccles say he wanted 
t o bring •••. 

I tnink he'll bring ~r . Currie, ~nd I'm not sure 
~<hetber l!r . Delano will bring - yes, Mr. Ruml will 
be in town and ne 111 come . 

J.nd how <.bout - is Hopkins bringing Thorp? 

Bopkins is bringing one of r1lS men - I thi n.'< Thor p . 

Do you want Lubin? 

nh• t? Oh yes, ask Lubin . 

He might not be able to come . 

Dia you invite Nester? 

8:)0, !laster . 

There's the copy of the roll, and of course it does 
not have Bernstein ~n it. 

t;othlng except my f riena Woll anu the floods • I 
don't know- tney haven't gotten anywhere yet, but 
l asked waesche this morni ng • 

.r. r eport on the sales of American securities 
&ccording to brokers for the period of Janufry, 
r eceived ner e Saturday. 

"r. Locbnead and I bLve been 
I ' d like t o have it. a 

-
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'll&iting for it. 

We just received it Sa turds y . 

Ur. Lochhead was v e ry a ucb disturbed that ·ae 
received it. hadn' t 

Hell, he passed on ta6 r ~uest immediately . 

I have here e tr&nscrip t of the silver hearings f or 
today, and 10e also bLve 6 brief stE. teoent and tE.bles 
ready. 

Jus t bold them. I oean I won ' t do any adnnce •·ork. 
I don ' t want t o - wiuit do y ou call it - use :c c rib. 
Is tha t 11ilat yo u call it~ 

That 1 s wna t it "'oU:c be . 

Yes . 

I ' m calling attentio n t o this because it ' s a little 
mor e significant toan most of t he cases ~e have : 
a ne1v series of d umping cases t bE t S? ;:ly to Iuly 
and ~•111 striAe about 2 J i)ercent of thei:- im,>orts 
to us , in wllica t cay •re granting subsidies. It ' s 
gone to t he Stste Ceyert~ent, or as soon as it clears 
the legal aepart~ent end Yr . ~eylor it Till go to 
the State De?E.rtQent. iaere's & brief stE.t~ent of 
it her e . Something new. 

All right. 

bd, I wish t h£ t - if toe Pr esicent oas c e for lunch 
today , I'd like E. one-page ce::o so I could bring 
him up to d ate on toe history of t he Geroa.: dlll:lping 
thing since we first sent it dO'iill · I aeE.ll it ' s 
going to be terribly hard t or a;e to ~;~lain wh)' 
nothing has b.ai~Pened . I aean t lu. t goes bEcck t o 
November I t hink· it ' s nard for me to er,>lein and 
hard fo r'bim to e~plain. knd 1 Just don' t - I cean 
af•ter all we • ve got a lew to c err)' out and if we 
don' t carry it out I don ' t kcoW now to e xplain it. 

lolerely f or pass1ni interest, there is a sta~e::ent 
in one of tbe cables that they ' re con•esplating 
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pric e differe~tials to expedite ~r~~ ~ ~--' 
If that shoula take place 1t rtll -- • ...._.and. 
t o our duties- be a prettY :.u;e _t subJect 
:uerely t alking about it; I ~~~~ ~t~:~h ! beney •re 
int erested . .,. ~ ou t 

! noti c e 
tlllit for 
years • 

that the reports on cott~~ ~o-ts -
December t hey 'II ere t he lo•cH-~ s ixty 

.l.re y:>u f amili<-r wi th the Ge=- --.fil.!S::> ::::ocl d eel? 

:>nly superficiall y, but •e cu1 6-<t so.-.e:c~ • -g ~;> on 
it. 

uo\OlC. y ou ask the St ate Dei)U'b.e:.t? Scy !'c! ll.lce 
t o have toe details on that . 

( lioos yes) 

J.nything else? 

!3-ere is something else of ~ss~ iL~rest. 
Jenezuela has yassed a decree ~ntor:::::~ ~ syste~ 
of r rofit-suariug awong all ue= ~?l~yees- 3ataer 
il:terest~. First La tin Asericen cotlr-C::; :' i =st 
countr y of any kind . 

I nave here s b<:<lance s-eet •;1!. ::11 ~ ;;:c,nsed by 
.t h e Le&gue of ll~tions for a:l ;go.-er=e:-:,s; U.ke ;-~u 
to look at this so~:~e t U!e, bc::::o t;.Se : v-• - : if 1 t 
could be iJlcludec! iJl toe :Su.:l.etiL it r-~z: te vu y 

interesting . 

:l.~ . 

And it bears on some of the catter~ -~st r ou sr e 

th!n;.ing about co~. 

knd then I h&Ve here a o ibest a~ brief ~ts 
woicb one of my men d i d on L boo~ ~~~ ~~~~ard 
Full Employment." Sas ~ bri~! s~~. ~en some 
im.,ortant d iges t s . CalliD6 it tc yo= ~~t.ention 
now only b ecause it likeaise ~8'1s ~c= ~~ters 
which you are pr esently inter .,stee ~· ~ a~so 
because the authors a r e r our s10p;>').sellJ" -..en- suc
cessful busiJless c en. But les~ 7"u ~ I '• 
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g1Ying you just ~Ge si!e, ~nere ' s some oth e r 
aa~~rial ~ch .t11 be t or thco: ing from other 
..-r1~ers , end se 1 r e =.i&iing t hat. Pr ese nt s tb.e 
o ther side . 

I ' ve got he re a senor~um of t.ne anBlysis of the 
Jonnson ~ct tna~ •e pr epar ed with t he lega l d e par t 
men~ soo e tLne ago, ~nd tner e • s a good d eal of 
o1suneer stacdin6 a~ut t oe po~ers ther ein in the 
l ight or possitle le~ now. You might w~t to 
;;lance ~=oll6h it . 

See where :;o a; ~ I ce goinG to spend an afternoon 
-;o ge t her . 

: e :.l, se<>e o f till ~ - nor:e <>f i ~ is very U3e<!le te:,Y 
topor t.a r:t . 

!he r;et =p!.tc.~ !'l.c.a l.l.s t wee" N&s very small : Ui 
inflo" o f a -::~ ' · · f:>r:. ::oiler s , &S coopared ll1.th t a e -
! ,;,r tne ..-~le ;er l;,;i so !'er t his year , it ' s ebou: 
34 oiilion • .. ~loa . 

':L'a..at ' s a~l? 

f or t cis year . 

:;: s ee. 

: aen I nave • Pr e e brief s~ery of one of - en 
erticle cu;t o ::e o: t.::e ::en dug up . It ;;i.ves e 
~ :."'"',.icon o" the ::.::-1 tiSD End .t.mericaa revez:.ue - ·-r-- - "' i f • tn•c eS't" r~ a.Jlld t ne s .:>urces in e ver7 b r e ana •-r ..._ 
! <Jr:: . 

• ' t.a.e bill intr oduc ed !ly 
You : r obeb!,y s a • e ;»:.o.ee o. -· 1v c omplet e infor~tlon 
!.oc.;;e r e-.1.-es t! -~ :;oa; to & " 
on the S~ci.liutl.en 7~ -
Tb.en there ' s a zo~le of t ebles her e tna t give . . • 

- .. • ::.o use t ell1.ng :~e · · • · Tt.e 
"ell, :sarry' t:heJ"J 5 t u.:e I have e. cb£,JlCE we ' ll 
t b!.ng to do l.s, irS -~• tuff ao• ' s thAt? 
sit d ..>-.n and go over .,....s s • 

• '- - r = • s oo~ oer e tue t bas to be • • . • 
Ye s , ......, ~ 
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Unless uc.ere• s something t or today... . You're 
r eaq C= ~ o • clock t ais arternoo~? 

On sll 'e'er! 

On sU~er. 

Ther-e ' "' a e::.:~le of the clllipters or the booll: by 
Rogu-s 

I~c·~E c~~li€lj) going t o t ake care of taDse. 

!e.: , r: ~Te ~-
' • 

:97 

Yoc ~;: a :r£-CO!':l or eve r ybociY th£ t ;;;ets a e:>py. 

~es, $!:' . ll ~body in the Treas=:r n.nts thE2 
in ..:.=-·-. l 've got them . Do you want tae:J, 
Jo~ 

This a~~ ror tomght . 

Tb;.t ' s t=::t lo:ng tmng you showed me . 

It ' s CEEC ~?;;TO'Ved. 

I got a =c~- George Baas gave ce 2 copy. 

!:Cee? t=.:ii: ~ -= gets copies . 

I =.n c. ~u:me!lt !or Senator Waper on tn.e 
Statfih;o.U...-x~ FUDi and t he d evalcation ~Ters. 
I tb.!l:o>: =::t J,reme Bnd l!arry ought to 1.0 .}" lt 
O 't'er' . :(s WE!'e acyone else y ou 1d likE to :U. V8 

l o ; lt it GYU"l 

Ana. ~l~~-

Yon ( '-l:&t:el =ven' t inl tialled this cir.u"'t . 
yo"Y ~~[1gb t ta Ye 
duties a:::-e , 1ll I=K=~ while we're on that, 

r ead:" c= 111e, jll.St whet Bernstelll~ s 
.::ase ~ ..... -," ::Jeed tho t, you see. 

' 
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'i es . 

Jus t what his duties ere . 

hOd toen when Herbert comes bac~ I thi~ we •d better 
deciae 'Rhat we went t o do about t hat letter, tbe kind 
of reply that Bernie should ~ke, and so on. 

'i f:S • 

He •s pr obably worried about i t. 

You asked for a copy of tbe Co: =t r oller General ' s 
letter on t~t Ste~ord Post Office . Her e lt is. 

(Reeds l etter ) That' s very good . 

Tbe voucher ' s cleared , t oe cneck' s been sent down. 

You said y ou wanted t o t alk t o ~e eb~ut t ba t memor 
a ndll!'l a t s ome other time. 

Yes, I ' ll send f or you 1.bls corning . 

;;!l rigat. 

0 . :{. ? 

Yes . 

I ' 11 see you tals :110rnln&. 

.tayne? 
On Brazil I t aiDk befor e we nave toe ceetlng 10lth 

1 11 f .. ~ t O O£ Ve S Ci SCUSSiOO ~elles it would be we or ~ 
bere in t be Treasury on it . 

11ell, aer e ' s t he t r ouble.: , I ag~~,.~~c~~~;ne~~~e • s 
tbe t r oubl e . I ' ve got t ..... s oar · . t· ry 
stuff; silver this after~oo~{1~;G£e~~~o~~ ;ilver 
tnls evening. I g~o~o!t\rinGS us back .. -· So what 
t omorrow morning ll d 1 to listen uxi get what 
I think I • 11 have t o 0 s • J.ll right g entleoen, 
they 've got, t hen simply s ay, ed 0 ••0~ n•ll t ake 
you've told uswbst you•ve fgr d 18° ~"then we ' l l 
it, end you give us a coup e a ' 
en.swer ." 
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In effect t hey've done that; they've given us ~s 
memor andum, which i s not too long. 

~ell, I - it 1 s just phys i cally impossible, ~no tney • l l 
neve to come over • . •. I ngr ee wi th you I sbould but 
I Jus t can't do it. Now, if you tbi~ Je ought ~o 
postpone toe meeting - but I doal 't lilce t o do t b&t. 

No , I think you better have ~be meeting acybo•. 

'iil:ly not let t hem come over ana explain it? i can 
simply sey I haven't baa a cnance t o st~y Laic 
t hing ; we 1 l l listen, take ~ counle deys anc £~-
over it. I mean I Just can't -·that's~ seieoule. 
l' o sorry . You 're right, I ought to do it . 

Got anything else? 

(Nods no) 

There ' s no r e&son why you nnd t he people in ~e 
Treasury shouldn ' t b& s tudying it . 

"ell, we 1 ve been having a pr elimJ.nary r un on t!:l.et 
end Ge •re going to have another one today. 

\I ell, I' 11 il&ve t o do my bot~~eworO£ publicly. 

1'ransamerica bear l ng is r es\l!lling tais after cocn E t 

two o ' clock. 
ne went over tnis pr ogrcm on Soclel Security, t~se 
points which are raised by Altmeyer, nth Dr . SroWD, 
and now we're making some r evisi ons ~ r epor tin& t ne 
results of those conversations . 

Ee ' d l.Ue 
-.eu ne 
a.e t hought . 

But he asked me to give you this messa~e. 
to hear from you a s t o "hat t ·11o days ti:Us 
can come down. Ke can come down Tuesda7, 

tuesday would be terrible . Thursday end F:- id~y 
would be best, if he could do it . 

Al tmeyer thinkS t hat the he i'rings ar: 
much more r apidlY tblln t bey w er! , &DC 
yvu should be pr epared by tbe l;th of 
is a ~eek from today. 

:::ovi;:;g aloe& 
he re::.t thLt 
Feb:-::.ar:· , •nic:b 
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'""0 _ .... 

I t.c:..;: ..J.~eyer - ca.:J.ec. nU 6bo::1: ~Z.t t o!O ala 
!:.e ' c = •e ~ t-ell tne Co=i ttee t=t .. ,~ •c ~•e to 
nEve ;~ler:cy or oot:!.ce bet'c r-e 7 :l:J c., .. · ~ Cilou ca• . 

?le.:::~;- c f =tice. ":iell, teL: ;;o~,. DMiwt:. tlmrsd•;; 
:.oc. fr icty • 

..m ;; :::u 1 li 'te !;te:-estec. tAtt ..-n= ! ,u.U::::~ c t 
-cb~et the.~ ?:-~t.:n C.E.~ l~G--:eC -oQ:!.c.s ::r-e.-o 
UX: c.e YES z"1i.l::g Cl>~&, ?er.UO .,er~ ;;,.. c :x: u!a , 
elell , I ;=t ·~t ~o tell 7 :lu, V:- . ?:-e:~=t, : 
s!.6:::ej thE. t reih:lr t, but lou of t.e!J::gs =-: I :::!l:c' t 
belie ve ~: f~o:!.al ~S;>EC:S , U:C SO {O:'Ul ~= S:> 
~n . ! signed i t 3 but 1~~! >! t-irgs ~ !t : !~:· ~ 
l:;o;l!.cve ir.. • J!;..St ,.cssi.:lg •••• 

I:: ~t:her T~r.;! s, t!le Slgn.Etu:'E !ce='t ~.::: ~ tGin«. 

All r igat, Geor ge . 

aer~rt g~ve ~e tBis For tLDC a:"ic:e_ ::.::: t~~. =-~~ 
~~t1 e ~n ~-e-t~ -g. It' s ~E s~e s--=:e~t •=-~ 
y~m; r e c.)~iaeri.l:6 t.:tz:.iillt, a.x I ::«~ :.t: on: t.ce 
wee£-e!:C; it ' ! Ye-."7 U;terestlrg. .~es .=;>~;a sides 
:J~ t :1e .;1a:s~!on. 

J . ii. 

ia.c.~s .. 

ao 70U ~~• ~ ~e 
You· ~~n ' t TLO~ ~ co 
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Blough's starr. 

I seen wbether he should - we ought to bave Blough 
there. you ~ean? 

I just wondered it you were going to take up in 
detail - I don ' t think 

I ~ i't ' s t he wr ong time to do it. 

If you ' ll stay. I want t o talk to you a minute. 

• 

\ 
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TREASURY DEPARTMENT 
""2 '-"' 

INTER Ol'l"'CE COMMUNICATION 

D"Til 

CONPIDD'!IAL 

Februar,- 6, 1939 

,oo .. 

Seoreta~antbau 

!!r. Ha&m_ 
The Bueine .. 8ituat1on, 
Week ending FabruarJ 4, 1939. 

SubJect: 

Conclusions 

(1) 

\Yh11e bueineae eentiaent remains under the cloud of laat 
week's disturbing daYelop~~ente, eo•wbat greater ootimea baa 
appeared thia week after the remo't'al of the 1110re iaediate 
tears regarding European political denl opmente. Stock pr1cee 
here a nd abroad haYe rallied aubetantially; in't'eetment aecur1-
t1ee have been in strong demand; and aneral encouraging ita .. 
ot businesa newa ha't'e appeared during the week. 

(2) 

New ordera in Januar"T allowed a r1e1ng trend, as wae 
aeaeonally to be expected. New order• tor ateel product• 
recei't'ed during tbe .onth, ae reported oont1dent1allY this 
week by the u. s. Steal Corporation, pro't'ed to ha't'e bean at an 
appreciably higher leYal than tbat auggaated by the Bethlahea 
Steel Compan)' figures published last week, and apParently 
juatit)' thia week ' a upturn 1n ateal operationa. TextUe order• 
han alao bean 1mproY1ng. 

(3) 

A stud)' of payroll and emplo)'llent trends during the recent 
reoonr,- eeeu to indicate tbat in th1• period a shift :~ 
e more 111111ted uaa of labor occurred, therebY reduc1llg t 
emplo)'llsnt and total taotor,- pe)'rolls t or a ginn 't'OlU118 ° 
fact ory output. 
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! he trend in bun~»•• 1R1.l.l L»pend in considerable degree 
U?OD the effect ot tore1gn de.alopmenta on business confidence 
>o ~re than a modera te eeU:eek see•• lU:ely unleea the tore~ 
!1t\B t i on ebould beeoae ao cr1Ucal ae to eeriouely upset con
~1de:~ce here, adTereely L~eet~ atoek nricee and the TOlu.e 
o ~ new orders. · 

The e~nt a1tuet1on 

Stock ~~~&rket upturna 1n tbla c ountry and abroad, follow-lmr 
~ les.E warlike "Hl tle r .eUrell!S 0:1 Men~ then had been feared, -
toge~er with a strong de~ ~or ~gh grade inTest~ent eecur1-
t1es , haTe turned bueineee ee~t~nt so~ewhat more ont111et1c. 
!levertheleee, confidence hi!~ '1lldoubtedly been disturbed eo:ne
• hPt by the stock !Ill! rket de.cl.1.!!ie ll.lld by the intrusion of 

::~; rope811 war p ros;leeta, wtl.et ~" brought a greeter d egree or 
u::certElnty into the bu1z:eu :trotlook. 

The J811\IB.l'T i ndex o~ .!.=lC":l.Etr1al production will prob£bly 

be pround 101 , 1n eoll%pLrt roo n tot lo4 1n December, according 
to ?ederel Reserve Board ec~~~t~ciane. Whether or not a 
!urther setback will occur !0 ~ucceedlllg months will depend 
u;:o~, t he trend of oew or<!er-E, ..tlch must show a ee a eonal 
~ ::e reeee during P'ebrua.ry, l!£--e:=, end A;>r11 to ce1nta1n p roduc

Ucn (eeeeonally ec!Jtnted) a lr me current le•el· 

The trend ot new orde= =nriM January, eceord1ng to data 
which have Juet beeose 8.-~ble , iiee been more satisfactory 
t!".en orertous data had ll;d.!.cate~ . '!'be U. s. Steel Co~orEtion 
reoor:ed tbis week the TOluze of new orders receiYed eo ! e r 1n 

Jenuery, which show an a.-e~ le,el l!'llbstantiall y ebo•e that 
l):oenou al.y recorted by ~e 5etl:lehe• Steel Company. and abo•e 
: he current leTel ot CJieratle.::. 1ll the steel industl'7 • (See 

\:hart 1 . ) 

Steel orders recei ...-eC ~-!:g tbe pest week reached • !Ugh,. 

~or tl:.e !!M)Oth at 61 per ~U" of etpee1ty , wb 1ch comperes "; t! 
cur:-ent oper et1llg t"1!1te o ! ;z. ! per cen; to r tbe 1n:~~!~e:k 1£ 
.,i:ole. Ae shown on tlle ~. lll:e ope.et1ng rate >-

1.6 oointe b11lher Ulan l.u~< ..-eek'a figure. LU!J~e~, :nre-~ 
r1ee· 1n steel-orden dtll"1aog Jf~ was not eua ~ebrupry . 
;.ate ot steel cpe~tioll.8 t e ll off gre~~~Y ~~~~ed bJ recent 
. nless the , oluae of atael ~~ra abo e t rls'n trend o! 
u~settlement in the eeoc~ ~~e:, the pre~~neteel-o~erst1ona 
;)rders would s=est a aeas:-a, ~real!e -

:t1e oootb. --
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• •• orde I'll i.ndex r 1aea 

New ord.ere for textlles also ehowed an ~roTU:g te~ 

during January, and , coab1ned w1 t h t he increased nee.l c:or:!e!l"W 

brought a marked upturu 1n our new ord.ers ~ex. ( s-~ 2. ) 
f'ne New York Cotton C:xcb •nge SerT1ce, 111 ita re;:or-t 0~ 
Januar. 23. me ntio ns a det1n1te lllpro•e-nt 111 tu eo•ane 

:Jill s i tua t1o n . reeul U.ng tros a broadenlng 111 ~ c!"•"ri ~or 

;ooda and a etrengthe!U:tg 1:1 p rices . Sales by ~" ~=-e 

estUated t o be •ell acbo•e curre::tt ;»reducti on r or t""" !..X~ 

as s "hole. Prtn t cl.otha eold 1n large ..-ol•~ , • '" ·, e ~· -' .!.e~ 

industrial f abrics and fin i shed CO!li!U!!ler goods :110Te<! ao =-e 

ect!vel y . 

In :trea t Br1ta.1n , o n the o t he r hlo.nd , a1.l.l re= ="'"• ==•!.=~ 
unf avor able. Desp ite l!eaTY cu rta.1.12ent or proct.zct1on, t..a=a•'"'~ 

:lllta are hatlng great dirrtcul ty 111 selling tl!e1.r o::Jt pus. 

lie " ouaneee o•er tbe pol 1 tical s1 tue.U o n 112 :::n~e C<! ~::-~:y 

over tile cotton 1)()1 1cy or tbe Uni ted State s 8cl"8 n r=:-..0 ~ ~ 

diaoour~lng buying o f yarn and cl oth at llanc!leate~. !.a hs=e . 

3111 sales o r goode 8cl"8 e qualling product ion, lll&lm!'ae~.-! -,g 

:o:.argl::ta are hol ding t1:r-., and :Ulls an well eold t=~ A_ ""'...!. , 

accord1:~g to current repor t s. 

I n• entor1es re:le.in low at Year e::td 

Our e eti.:llate or ,;~tAl 1:l•entor1~a ot ell co~~:!.l::.t! u 

or the end or Decnber sho wed a r eduet1o:1 of 16. 6" ;:e:- e.~• ~& 
those at the end o r lObe orenoue year. 'l'".o.l e 1~ ~c:~ 

- as accounted t o r 1:l part , ot course, by a d eell.::e 1.:: ;n_:r"· • 
7"ne i :rve!'ltory trend , accord.l!lg t o our est1=t~a •• ~s ~-~ 
out du r1:ut tbe o a et cua.rter, a11d baa t'ollo~ !a;.r~ e--::~ 

the t r end- ot coi::ercial l oans. (See Chert i · l 

Te nd tng t o eo:tr1r::z our est1::~de o r 1l:!TC!It o r..es , _..u ~·::~ 
C1 ty 38M o r New York ret10rts that pubH!ll:.ed i!:Te:l:O. _u ==--X 
lee.dl fll! c orpor sUo ne re;Xlr ted dur1:~g t ile lut c;~e=-.:J, ~:~;)= 
lfer e 10 oer cent Cl8ll.er than Ula prertoue yelLl" - =-; - · 
tobacco c ompanies , r.wse 15~ at oe):s were p olle:l b7 -~ 
crone , t he reduc tion wae 15 per cent . 

c !"a • • ~ 

A stud;f =ad e by tbe ReconatNetion !'1!1.e:lee ~r::';:,.;; --:.. 

c1 t ed by the liatl.onal. CHy Sank. 1nd1caU II ~t~ ;; ;;-"'=· ~ 
peu "88 reached 1n Se:;»tesber 1937 · ~ es~,,7 - S: , .... -::;-;_:en 
noted on the chart, !Co~ a peak 1:l Octo-er ' " • ~ 

the Se9tecber figure-
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Pactorz !!11J!lOl!!nt relathaly low 

?•tber derl.nl.te ertdence or a recent lb1tt 'toward a -ore 

Udteli uee of labor 1n incblatr1.al prodiX!tion anpeare 1n a 

~entetl .-e atudJ we ba-re !lade of the trend or paj.rona and 

e::;!oy:!'l!!lt durtag the 1938 reconJ'7. !be coii'Ola1nt heard in 

rece:~t -ontb.e tbto_t ellplo~ent baa been l~tggtng behind produc

~1o:l a llpa.renUJ underatatea the 81tuation. Actuall;r, f actory 

e::;!ors-....nt baa ahown but l ittle 1ncreeaa e1nce Septe•ber, 

while production baa -de rapid gains. Non~&llJ there 1e a 

:a~ of about one aonth between production and emplOJ11!8nt. 

In Chart II. we co~~~pare the trend of facto ry e iiJ)lOJTilent 

oit!: the production index of the prertoue 1110nth, to allow tor 

t~ usual lag. It Will b e noted that the close correspondence 

l.n eerl1er Jeara between the two indexes waa rePlaced le.et 

fall by e rather Wide dl•ergence, with emplo;rment showing but 

t ~1 incraaee 1n co8par1.eon with the increase in f actory 

out ';:!lt. !he 88.118 d1nrgence i8 abown 1t coarpar1aon ie made 

Wit!: f actory Pft7rolla ratber than emploJlfent, which eeema to 

1::lcilcate both that fewer ~~en a re being eaploJed and tt:at lese 

to:d •agee are be1ng paJ.d for a g1n n 't'Oltllle of 1nduatr1al 

p::'D::Uc Uon, 

'fhe 1~ea baa been a d • anced that the "lag' 1n emplo;raent 

u_y han been cble to relat1nlJ aaall labor requirements in 

tl:.e 1:tdustries account1Dg tor the bu1lt of the f all reoonry . 

LTt,end.lng tl!e atuq fUrther, bo•e•er, 8bows t l:.at tb1e 1s not 

the real ex;:1a.nation , a1nce the 8812e tende ncJ to•ard a 1110re 

11::.!. ted uae of 1abor ia ahown 1n ind1 rtdual induatr1ea. Data 

to~ the atee1 and textLle 1nduatriee, which lead 1n the volu.e 

or e~oTCent are shown 1n the lower aecUon ot Chart 4. The 

ilveraence between production and e=olo;rment 1n recent •ontha 

h e.Pec~ll:r pronounced 1n t he textile industry, which 1a 

tte le=eat single aourca of i ndu8trial e8plo;raent. In the 

H eel liiduatry it w111 be noted that a ao••hat da1lar dtua

t~cn den looed.' te~rarLlY 1n e arl;r 1935 and 1n the IIUlllller or 

19}6, 'Oerbaos due to eaalier labor requ1reMnta in p~d~~1~feel 
: he t~e or · ateel products th&t accounted tor the bul 

acthiiy at that t1.8e . 
flle bua1ne as outlook 

Since 1Dcm8trial production 1n Dece~~e~lt ~~c::8~8e 
tt~ron-te balance with de-.nd, eo• u a a rurtber 

:OTeaent 1n bu81ne&e 18 qu1 te pouibla • pending 
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1-:provement in basic conditions the t would Juetir)' 1ncreaeed 
or:~duction. When the bu eineu cunoe wU1 agel n turn up w111 
decend in large degree upon the trend or businees eontidence, 
• !!1ch .. 111 influence the volWIIe or new orders. Confidence 
aee~s l ikely to be strongly atrected by Su:rooean du·eloo~Mntl! 

e:~l! by the action or the eecur1 ty markets. · · 

In effecting business sentiment, the recent weakness in 
s;ock prices baa been counteracted in so=e l!e~e by a s trong 
1eos:1d ! o r high grade securities. lianJ' pretei-:-ed etoolte and 
!Ugh grads industr1ale moTsd this weelt into new high ground 

fo ::- the recoTery . 

So !:!Ore tb.an a modera te bue1nesa se•baclt aeeos 11kel)' 
unless the situation abroad becomes so d1 s t:urb1ng as to l ead 
to e curtailment or new orders, a1nce do~stic condit1 ons 
r~:::e ln g-enerally favorable !or turtber ::"'!cover)'. 

Current business news 

The Se,. York Times business index !or the week ended 
Jt:~~ery 28 rose . 7 polnt to 92. 3. Auto=obile p roducti on 
e~o,.e1 a substantially more t han seasonal ~~. el ectric 
;;<l"'t'r ? reduction and both c arload1118S !1.gures ,.ere somewhat 
!li o:her t han t he orevious week, and all other eerles were 
t:1~ctly lower or unchanged. 

?or the ,.eelt ending Februar)' 4 , prel'•'nar)' eats indicate 
no eo-;,reciable chang e in the adJusted lade xes o r steel Md 
s.u toaobile production. Wb1le au toa~oblle output t or the week 
~ecl1ned 11 o e r cent to 79,410 unl te , partl 7 because or stor:ns 
end del ivery· d1! ! 1culties, this was in llne ~tb the usual 
~ecl 1~e in early Februar)'. A ~erate ris e 1o steel out?ut 

.. u also in line with the seasonal t :-enC. 

Residential construction awa-...,s 1n 37 S~etu reyorted 
by t he ., It Do .. "e Coroora tion tor the fir st three •eell:e or 

· · • • ~ • 192Cil Tb aggregate 
Je_:~upry "ere highest !or that :period a1DCe , . e bj 112 
~~ $50,095, 000 exceeded l ast year' s co~rable tlelgu~,._ l evel 
::e ::- cent , and ttas 12 per cent abo•e the rels~ • Y .,.. 

o~ JaJlU!'%'1 1937· 
_ _, r the =-onth or JanWir)' 

Engineering construction a w .. ~• or 11'1 t 
al so exceeded t hose ot any other Ja.nusr:r a1nee 1929 , 

0 
ng 

0 

1:tcreassd al'ardS !or public construction projects. On t he 
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belie of .. akl7 anrape, 'be J--.u,o ~ .. re 15 per oe11' 
higher t han 111 Deoe•ber, and ~ per oeat aboft U»H of 
Janual'1 193!! . Pr1Tato award• 1Dol'04H 1a U.. ~'-! nre 7.5 
per cen' aboTe December, btl' 35·5 per -• be1ow la•' Janua17. 

ExpOna 1n Daoeaber, 'bo'IJ8h -.l:ler t11aa 1.11 DauW.r 1937, 
a~~owed a oon,raaeaeonal. laUl of 7 per oeat o..r Uae Jlo......,_r 
figure due '0 1noreaaed n :por'a Of & w14e I'UI88 Of -raonred 
products. The eeaeonal17 ad,Juahd 1Ddell: lDcreaNd ~ a h11her 
ngure than 1n &117 of t he four preoedJ.D« - Uae. !he ad,Jua'ed 
index of 1111porte, on the o ther baD4, dac.11Jied allght l 7 . 
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TREASURY DEPARTMENT 

INTER OFI'IC£ COMMU NICATION 

DAft f~ 6,11119 

ro secretaey llorcn\bav. 

FIIOM 11, H. 1!&4le7 

~ 

7/8'!o 

7/8'/o 

3/4~ 

I. 

fqt&l Ipttqat Cott of $300 MilllCII, L l. C. hSt 

ltD' 4ur1y Llft qt lpttt (2 m. 11 aof. ) 

ott•N4 
Prlct 

100 

100 1/4 

100 

!o\el 
Iattnat Cot\ 

$ 7,666,2150 

6,1106.2150 

6 , 662,1!00 

!o\el 
Sartll& ... w 
7/ft '" 100 

• 7!10 ,000 

1 ,093,7!10 

!1:\el 
s.n..c--
7/lf ,, 1QO 18 

$ 343 ,? 11) 
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:-::~:·· : 
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- .. 
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-- ·-· 

== 
----=-· 
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-- ....... - .. 

F.e li:). 

~£. ~l~~z jus~ c~e ~~ 

~a.nJC y JU . 

G:> ahead . 

"ello . 

r. lce-:1--

"ell:), ::enry . 

-ell , thlt ~s a let. t.e:-
1 re£C. 1:. t..l :· lU 

•• ea!:. • 

: Y"E...'"'tt. s:>~e advice . ,..... ~~~ ~, ..;_--~e-: : e!': ~ , :~:".(r-~s
sl. :>!11!l ~.P o:'rd >~ :~:...-:•-=7 · • ~ :---: : ~:- :~ !""::~:- !r 't:Jl t.~~ 
~f 5ay1no, ' 1 . : ~.~e:-t: !:: ~!- 5: :'=!.._! : -s :. !.~~ ~z ~£ 
~~ o~ used tn ~uc~. ~ •s :, ~:~ ~~ ,!""~~ ! : ~~e 
c!n Tr2a.t,.lrY e::Jr:e t-e~\'"! =.. ... ::.!~-: !~:..:::-~ . ' ~ · 
-,~ld .. ~u. be e J .<ln •tt - > ~~:- ::.e ... ::~ :.::.e:- :e :~ t. >!'"' 
E~ rAleY • s ~~d~re~a:.CL~ lf c:~e: :., ~~ · ~ s~ ~,. 
?r~r1t r RS r eallzed? Ste~e' , ~ - ~e~e , ~~ • 

-~~1 , I - : d.ln't - ::~ : > ~-!:~ ... 
~ne acc~-~cy l ! ~~ :~~ ~ :.~~~~: . 
~~rest\~n ~~: !,:e~Y· 

-= ~>~ e~~-~~e~!:e 
::~:. : ::.a.i. £,>t. lf'!'l :.,:. 
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- ....... 

-:: . 

~:.::- : 

- 2 -

: d~n ·~ ~~· ~~e~er 1~ 1! c~rrec~ ~r n~~ 
ls 1~ a,;r~x!=a:ely ~rue ! 

As rs.r as t.!:.e t~~ 1! C:)nc•r:l~, u.:: l~ .· s.n"..tB-ry ~ !.!"'!t. , 

!. t. !.~ acc~~t.e .. 

: ~::..:~ · t. cr·· - !~ ... · t 
~>~ !.~ ~>=· ;,~e~;~7 ;~, 

r~!! ~- > ~~:~ : a 
c 1£!.-=.:-! t..> -= , .... 

··ee;. 

.:.lr - -

-el: , 

- .... ,. - .a: .. ~ __ ... 

"e ea1d • -,.:.:c ~, 1 ":>e ~' .<1nd Fe t.:l ~r~;·:le , . .. ) " 
se~~ : ~~ ?~£:~~ ·E ~~erstar. 1ng 1s c~rre~~ -
cc..r: &.::E-:-er-

T""!:e-:..r.er 
-~11, 

, "e · ~· t. - - t...:.:- :. __ :rt. >~ it. . .) _ c~..:. ~ ' "'--

(" ::: ; .:..=.:- :..
!.E. c >:-7e.: :.. 

- t.' ~ ~ !.,rt. .,~ 
;,ot..!'.-t.>::t.J::.~ 

• - !l ~~-t>-0.~:.- !:...z 

?r>;>:>El t.l>:> . • 
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'-: 'Jr: 

3 : 

( ·.:: ... · r : 

" : 

.... - ·-· 

: : 
- ·:r: 

-.: ...... . 
" ..... . . 

" ' -· 

( 

- :5 -
~15 .:_ _ 

Y~u were good on ~he ~111. ! a?prec~e~e~ who~ y~u 
sa 1d. 

;..et. c e th i nk th!' t. over to""Y• an<! I ' ll cell s~u lat er. 

::. ~ you want me to send you up a co;>y > ~ h is letter ? 

Yes , ,1f you rould. 

Sup,>osin~- I eent y:>u a co _>y Jf ::. Ls let t er, en<i then you 
advise ~e , because eert~lnly : ~:>n'~ r~t t o do any
t~lng t~!l Le.:. w:>uld give h L:t any il.e?->1neH. 

~·:> . ·-ell , ~f c:>ur&e , ! rel'• ll ~t. :.·ou btt,•e en execu
tive eessi~n ~lth t h e Epn'.lns :~~~"ee , beret:>f~re 
ex~la1ned , and ! t h1n< G!~1f f~e~ ~~e :~~lLtee th~ t 
V)'.l C)'.lldr. 1 t. :oPke Fll the O')l' !"< :O~:>::E :0~ t.!:!! ~C 
;~~lie . ~n~~ 1t ~~uld ~ e~eDt tt• r~~l~ ob;ec~ J~ 1t , 
;.r:::. yet !t.'e r et.her t1.11' ~1cult t.:> sa;;· t!:~ t. l n e le~ter 
th~ ~ rill n~t 0~ ueed ~~ - - P£ ~n ~~e~en~ ~s1~~~ 
Ei'~"'::~ec:·. :n.~ touch &S f\e crec;; J c t.he "':.:..e:.e- E.:~r:.g "' )Ver 
on t.r-e ~1~1 n:>r , : t h ink ~>u ~· ve :.:> be P llt.tle ~·re
~-..ll. But. ~·ou eencl ne a eo;t: l ::' t ::.e let:Pr er:~ l~t me 
t l: ln" 1t. :>v er. 

: ' 11 eend you a coR: ?1' t r.e let.t.Pr - - tJ your ~~f l r.e ' • 

:.nd ;·:lu adv1Ee ne , rill ;·:>U' : n -:.::e =~~r.t.L ::e : ' ll Fit. 

st.!.ll. 

;.n r 1sht-

:'!!ani'c ;.-ou s:> ouch. 

.:.1 : r lS(.t.. 

':'Cani'c ::,u, .~loen. 

::;,c\ b~e . 
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216 

;;elh . 

:;H•rst.:>r: ::Z.. Sj)I'OU1. Go ahead. 

~~r: 

- ll"n 
s.n· >u l : 

-· .,.... -. '" . . 
: . 

:::::r: 

S: 

-.- r : 

S: 

~- ·.rr: 

S: 

S: 

S: 

S: 

:.:::r: 

S: 

Relh . 

G?od m:>rning , :Jr . Seoret.ary . 

Are y:>u talking t o ce t:>dey? 

: c~rta1nls aJ:!. 

All :-!gat. 

Y~u ' ~e s~t e C~~d =~~~t ~l d, ~: ~
ta.l:t.ee. to th1e ~~rn1r~ U1.C:~ !.t' ~ L.: 

:!:e ~!l.~le re ' ve 
:-~;.. F1ne. 

\ 

: ~i!llt t.~ere' s go1!\C t o be e g:>x -t~~: tt! 1t r ill 
g:> ;,ver 10ell. 

'fell, ! - 1'11th t.he 1ntern!'t. ~ :>nE ! ~1~~:~>:. ~e 'I"'I.Y"1t 
1s , t~ ~nly neve f1ve ~r Elx ~7-!EZ~~~~ ~b~v~ ~ar 
ts r.no nerr:."". 

~ell, : ~ink t hi P 1& better . 

Ar..d , : !:.Pven ' t t !.gurec! 1t ~ut. !=. i-:::~-:: ~ cen:.s , but 
! ' ;: ~ying 1t fig ured h :>w C:lc:h ~=~e !:t ::P.kee, 
ed:Hns tee Quarter. 

,.ell, I 
-:;Prrant 

I don ' t ~~ink 1t ca~~ ~,-~~ ! ~er~no~ t~ 
:--our tsLl.nc; t he risk, acy'!e~ . 

-ell , you do -- you -- you s~pr:>~~ ~~t : ~4! 

: t hink 1 t 1 E tine. 

:>h, you do? 

Yeah. 
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~::.:~: 

:: 

- ' -. 
: : 

-- ·-· 
: : 
.: __ · :-: 

~ --=--: 

- 2 - '1 7 "-
2ecs.•t~e on Saturday, t.h e laEt t.lJ::e : t.a!ke~ t.:> y:>u , 
7 ~u -- : 6~tCe~~! ~~~ t Y'~ ~dn ·~ :~e ~=e ~u-r~er . 

.. ,~ . : - - : 11ke ~16. : ea1~ :s.~'.ll"C..e:: t.!:.t\t. : th~ught. 
three- c;uArt.e:re Yl :l\11.~ e;o E:-.! - -,·.11~ !:) 1:. , ~ut ! l1 ' P 
t.h 1e end : th1n~ 1t ' e r1ne. 

··e::. l , tllRt. ' s s:>od . "/ell, •e' ::.l eee. Y:>u Jug!:t t.J ~,,. 
Cj" ''~!:en - - t we l ve ~ ' clJc~ ? 

.. ell , ""o ' l l h.Pv e a )rett.:r i.>~~ ~C e-E :,,:: t-!:en,Ullt&;· t-h ey ' r e 
e l :>,..e r t h P n '.lS UI' l ~n c >-1r.c; ~" . 

: t 1:l1:-..k t.h1s 1s Pl l r1e;.t, ~::~ t..!: ~~ - - "'""e c F.:; ~r; vft t 
dr~j b e tr.een n~~ ~n~ ~:A ~1~t.e~~ t~ :F ~~ e )l1n~. •r~ 1t 
r :n1id stil l be ~ "'::1 ve ; sr. 

;.oe Jlut.el:; . 

Yeal: . 

-~1 : :"1sht. 0 

: • ~1 e a:l ~Ju et. ~·elvt . 

: · ~ &!£~ y~u •~e pleosed . 
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.218 
?ebruRry 6 , 193~. 
ll: o;> e . c: . 

??erator : Go ehead. 

!!.'Jr: '-'e:lo. 
~ey 

?Htm~n : 

":::J r : 

? : 

? : 

" . .Jr : 

?: 

? : 

~· ·T.-. . .. .... . . 
?: 

:,: :.r r: 
? : 

::: :.r r : 

? : 

r.ello , Key. 

Se.y , ilsve ;;:>u <::>t a c1ceo~ra :)l:.ei c:>.,v :>t e rele~s e 
~hkt Sena~~r ~O~Eend le~ ~ut ~0 t~e· ~erE ~~~Er£ ~n 
th~ ::Jr::ir.,;, ~'! Je.nuf ry 23rd en t.1:.!.~1i ·~e~l.:·· :":l :::~'J l::'!. ! e 
::>! o~r:-e s_::J!':C.ent. s 4 1 . 

:::) . 
"tel t , : be:.t.er e end it c.own to :.-o l t he::. 

\ 

3ecauee ~e -- re 1nterv1e~e h1cee1!. 
• 

{ Leugi:t.e r ) 

And ~e 's g:lL all k1r.ts o~ quest t~nE anf =~s o~ •r. 
~~ ~~e= . ~! c~~-Fe , I ~~~ the~·~~ ~11 =:te ~~ by 
fe ! l o r ?~:~er ~~~t. UE~ ~0 be r1~ :~e : >==erce '~"'~r·t.-
cent.. 

~-~ , : • t. llt:e t.:l see t.he:: . 

':es, 
CO::Ie 

dotr.l 

beC£U5e ~e ' :1 probably t'ek ~Y.1 !:!~el!' - ':!:: Y.,'J 
~ ac~ y>u CP~ have ~he~. ;~11, : · :~ =~r.! tb!~ 
t.~ ~:>U . 

Thank y:>u , ~er . 

All right . 
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( 

" • .. 

., , 

-.: ·-· 

~- .. .... . . ... .. . 
S: 

~.~r : 

S: 

3: 

: . 

5 : 

--: ·-..r r: 

S: 

'-: :Jr: 

';>er a t or. 

Ah - -

:'hs ru: ;pu . 

'-;ello . 

~~11~ . ~. Secretary. 

)RL-tln<; • 

219 
February 6 , 19~9. 
12:03 p .m. 

-::'e h~>ve a hundred snd eighty mllll~n !1)1':. 

Yeah . 

"';ltb t h1rty- threl' ; seven ~f t.he clty 'ban :e e re in 'but 
Jnly ~ne ~f t he blg ~nes. They ' ve Pll come ln for "he1r 
ll~~t . L~cludln< t.he big one, whic~ ls 1n . 

<hict. ble one is t.hst? 

':'hilt ' ~ t.be Clty -- :•,.t.1on!ll C1t:r . 

: &ee . 

They cace 1n ror sixt:r-t.~o ctlll~n . 

YePt . . 
~ -- he - - hhB sent t o his out-or-•~-n 'ban~e 
a ~1re sugsest1ne that they go 1n ror the l l ml t . 

Um-hm. 
CottP~red ~lth ~revlous letuee 6 t thls tl~e ~n the 
bouel ng authori•Y 1eeue , •e had a h~~d:ed and t~enty-
f1ve c 1111on. 

: see . 
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'-: .Jr: 

5 : 

~:..: :- : 

: . 

-: : 

:. 

- .. .... . . . 

·.::_...r: 

·-- -· -... ... 

--: ::--: 

., . 
..:: ~r : 

220 
- 2 -

I see. 

So ~e •re r iOQt e.b~u~ 1" l1ne •1~ ~-;~:3~~ L!~~• 
~~ ~h1s t1l:leo. 

I aee . 

The ~~e~ 1s suess1r~ ab>ut ~ ~e~ ;e~e~~ ~3~:: 
l' t the :!3r.lent. . 

.! see . 

Yes!: . 

: t.L!n:t s~. 

~11 r1sh~ . ~1ne. 

rr an,::t.~lne ~h .,·J: ~ ~~ 

8."'a:f · 

Ye!! , : rill • 

' 
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:~::tc: 

-- ..::-: 

--- ·-· -- -

-- ·-· -- .. .. 

·::.: :-: 

·-- ··-· -- .. 

?;ello . 

"ello. 

-'- 1s ? 

:~e:. ' s ttne. \ 

:1. •: 0 1 d. e htutd!"!~ -- !l :.·.c!r~.! ~;:.; ~ ;r~:: :.e;;:.~ t..d.rtJ

e.e:: )ntF. 

.. . _;.:-e :. ::- -~- --

~es.h . 

-!lat. d.1d -- !:,)?" l~r~ be~)~ ~c ~c.:~.e :.~E>! 

··ever, 1!1 t.tle J:lb . 

~r ~ec~~es a vet.er.nl 

:n t.~le Job, never . 
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J : 

;:: :.rr: 

J : 

~22 
- 2 -

We ll, : ~h~ugh~ y~u 'd like ~~ kn~• l~'s g~lng-

Th&DL 7~~ tor calling ce. 

AU rlSi>~-

All r~~. good bye . 
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February e, l9~il. :23 
3:28 p .o. 

=-.:.rr: !'Ce 1~ => • 

._-:.Jr: :<ell:>. 
,.llan 
Spr :>ul: ~ello , ~. Secretary • 

._-::Jr: ?'-:>!' does 1 t b:>k7 
• 

:: !t. 1:>-:>~s better all the t1~e. 

:.:·:.;:-: 1.~-hul:. . 

: : - e nc~e eight hund:-ed Q1111on he:-A now. 

: ·::-: - ell, ! '~ say it. r.~e a success . 

3: 

5 : 

-:: .. .-~:-: 

: : 
._: :.rr: 

3: 

S: 

S: 

! t!:1nk so. There Pr e still s:>me '~ the ca~Ls :>ut 
r!llcil :>ught t:> c:>me in for ~b:>ut. t.helr 11o1:. . ::Jet 
l.Le= have come i n t o t heir limi t s:> fer. 

::':) llc" , n=> . 

:'1::e . :::Ven -- : Yff:S :>ver t!lere rlt.?:. .!e~~ e ;:,~e~ t. ' t he 
?~2£1~~L t~e be w~£ klnd enJuoh ~~ s~7 :~~: -- t t• t 
~e ~~~ed Lo g1ve ~heo e ter ~b1rt~- £ec~~~! ='~e ~h~n 
: c 1:!, ~d tne ?re£ ident. ~ald . •-an. !' 

( ~ug!lt.er) 

so--

:·ever !:eerd :>f such a t h ing . 

~ell , that's fine. 

~11 right. ~ell, than~s for the goof r:>rk. : ' 11 talk 
t:> you ~b:>ut f ?ur f1fte~n or r our-t!:!rt.y. 

All rig!lt. 

'thank you. 

~ bye. 
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H::Jr: 

:>p~rat.or: 

Je~se 
:ones: 

;-:.Jr : 

J : 

"· :Jr : 

J": 

" . . Jr : 

J : 

~:·Jr : 

( 
J : 

;.:: :.rr: 

J : 

~ .Jr: 

J : 

't:Jr: 

J : 

;.;:~r: 

J : 

!.lr. Jones . Go ahe~. 

~ello . 

;.;ello , Jesse-

Yeah. 

f'ebrul'ry 6, lQJ~. 
3 :38 i) . O .. 

'7"n1ch 1& t hE' sBJ:le Pt. : !le s~ae t.l..ce a~ •e had ! >r :·n11.ed 
SUt.P& ?;ou£1:1(; . 

!t.'s t.h e eeoe ee.)••r:t. at. t.b~~~' tt~...ze t.t=.e , !.'t !", !:._•.?.~f-ns , 
as we had a t "hree o ' cloc~ two ~ee~e ~~> ~or ">l@~r~ 
you .<.znr' 

Ie t.llet so• 

S~ w1th Y'UT )er--lE$1~~ : • · l 1Ae t ~ 0~~~~Ct ~•t Ye 're 
g o1ns t.o close t~e 1esue t.onl6Ct. 

Wi l l yo".J. ' 

Yeah. 

F' tne , t.h.an.ts . 

Th'<nk you. 

! congrel.ulet e y >~ ~e1~ . 

~ell , tb~E for •he telp. 
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.. aaa ~Wd at ~rl.baa eou.c.. IDc:i ... 
(&.1.) ...S II&-" t:alnnlQ' (1..11. 191... U..l. 1916) . 
,_. a perlocl ol t.. 7euf1 prior w hl7 1. 19)8• a. 
JI"O\loed law la ... loft ClQ' rt_. Lord, lia7 • """• a 
,...,. ...,.tallle f l.nl• ...S lee~ a\ Ia• t on Do..l...,..l\7 

• -.a 1.-. • baa c- - m \lac ...s oapp<l 111 
u-.1" ~ • ~ hUW.,. a\ 'fili t:alftrd \7• 
.._.. M baa "- t.l)nrla •t.eee te;:1_._, 1u\. 

Al~ - 1a ~ • \a& la..,. ... U>d 1a 
,..,...... u u dle we!a1clu Sa ~\ f lelcl. !>1a ar,>erl
haa ._ uwentn.e. &lid ~» 1a ~ ...,..rd.cl br hh 
till oLa\ee 1a ... I~ IIDII ... .._ u • '"~ UDt>le i"u.
- &ltl! a - ol t oroa ud rtcor• Ia 1• abollt rorto7-d&!>\ !"Mft 
ald. -

ra ~ .,ut• 11r. Dooll• t•a 1• tuUJ- .e&.Un o<l 
ud b~ c!eei"ble for \M poat\i:e 700 "'""• Sa 81:>4. 

~ C: ·.... 
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~y DEPARTMENT 

INnJI OF'PICE cr.: RSUNICATION 

tu•--
TO ~--£ 95 

._, ' ._ ._,.,, P rt tor IAtaraU!a • .,...,.., 
t.M &M11'rt'• l!wJ• 

to e<malbr all --~ _ ..... :t al.cac u.. u- ot - __ .. 

draft . 
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I wiD to a.elalowl.edp TOilr le~t.er of Fe'bna.r'T , 19)9, 

....... , ~ ..-uau About. th& a~blliat.ial f'lmd . n>- Col4 

Eesc:n kt of 1.934 pl"'Y14•• t.be.t. t.be 1'lmd abollld be .....s..r t.be 

aclr:a:i ... ccoVol of Ule s.cret.e17 of t.he freula7, rlt.h t.be ap

pr"<7'&l of tloa PrMidomt.. It 'tiU ecatapl.atecl , iD o:rdAr t.hat tba 

t:'aZid ~ o~ dfeetbelJ', that it.a opan.t.iala ahoul.d ao1. be 

.-de P"hl 1c. lluwii:% , Ul annual Audit of t.he fund, &S reqdrecl 

br tt. let, 1s .-de and aul:aittecl to U.. Pndclmt.. 

Ia n.. of U.. eu-c:u-uneea, I regre1. that I aa ~ 

to~ pR w:iU1 tbe 1nf...-t.!al 'lb1ch TOU beft ~t.ecl. 

terr ~ ,.ours, 

SecretarT of t.ho TreUUZT • 
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DMlr •• • IS 1t 

I JJIUU' I "aclJ' .._,, u-
ot -.. .... .aa.-.tt~ r.-•· , .... ,.... 

l ....u el z• -='• lt u. ....... 
Jri't'll..-- .... w ... •we: t?gJ' ol ,_. 
u.tr•• to ..,. _. o1 ,_ ~ • 
..& I 1dA te o ,_ .._,, tt, Sa._,__ 
,.. • 14 ..... --- to tts& ... -n
...r.l Sa - ..., oopoootQqJ', I -u -~ 
tM oppw , .t• fill apia ....sac ... aoow •· 

'lla ._. oppaeoSatla Ill ._ \IIOsPU'tll 
0 •• "• *Sail ,.. ........ ..... to -· .. , .... -· 

Regraded Unclassified



( 

Fe'i:!rt:a..":' 16, 19)9. 

T"ne President, today , accepted "with real regret• the resi;;;".atio.'\ 
of 11ayno C. Taylor as Assistant Secreto.ry of the Treasury. 'fr-" resi,lr.a.
ticn 'r.ll3 accepted to take effect at t he close of business on Fe'M-..a>j' 
t lcenty-ciijhth, ur. Taylor's l etter of resignation follorrs : 

• Dear l!r. President: 

" I re::z-et exceedinely that circllJ'liSta.~ces bave 
ari7e:> -ntlich make i t desira?le for co to r esi(;n c;;· post . 

•I s!lal.l alrrays consider it the p-ea•est pr:iv'...le;;e 
to l>.ave !lal! tl:e opportunity of perticipatin£ in t::e :mr :: o! 
-;rr.Jr Ad:.inist.ratio:>, and I wi!lh to assuro you t.".at !i, ::: 
t.!lc 1\tture -;ou should have occasion to fir.d r:zy s .. :-rlces u"e
!\JJ. b ::;cr~ other capacity, I \TOuld wclcor:.'J the cppo:-tu:-~-:.:: 
c! at:ain :;erving rrq Qov'!nmcnt . 

"'iith deep appreciation of the thou.:;hti'ul =C~ :-
st:L·ltii.'\& Ylhich you t.ave e,_-te:.dcd to 1:10, \lelieve ::e, 

"Faithfully you:-s , 

"1'/AYliE C. TA!'LOR' ' 

r:-. reply, the President said: 

•:>ear nay:le : 
·~ :.ex.e.ri=. 

R T r.avc your letter or February seve:-.~, -
;:rr:.r resi&r'.aiio:l as Assistant Secretar-; of tt.c :-reas=:-• 

'•I accopt this resiO>Otiot• Ttith real res=-e: . 
- ' led "'O' ' ;;.o cc:-.e 

- •·•d!l-tand t he circ=tanccs which hare _ • . -
to ~t"~-d~cisi~:>. In cor.:pliance l:ihtt.dyouir f~~~~:-":~=~t 

,. ·· -~ ,. - , · the talks Tm have "' , .. · : .. ::~ 
p!'1!vS~-u ':':> yo~ :l.l'l f " tivo at the close Ol :rcs:..::~-
--o·.:.r resl.flnBt>-on t o be o .ec 
o~ ?ebruarY twer.ty- ef$hth. 

! fe r of fUture •er\~c~ 
"! assure you that your o __ , I •• · -'· --o-; 

1 appreci:lt~d "''"' ··-- · to the Goverm.ent is s:!J'lccro Y . l< , alrc~- :-.a= 
o!"icialls· and personally for t !:o "or. :rou 

per!orr.sd. 
n';el') s:inccrcl:l yours J 

-- ------
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Present : 

Kr. Hanes 

February?, 1939 

12: 05 pm 

N.r. Taylor 
N.r. Gaston 
N.r. Lochhead 
N.r . Foley 
Dr. White 
N.r. llcReynolds 
N.rs. Klotz 

:2a 

HK ,Jr: Well, gentlemen, you all missed a good 
:how. Beforehand I sa1 d to Senator Pitt a:en I said 
.~f course, you are going to help me out 1 a~d he said 

am very sorry, Henry. I am Chairman: I have to ' 
be very Judicial. I have to be very Judicial.' I 
~as not in as much of a oold sweat and my Acting At-
.. orney Gene r~l (Foley) , who had not even re~td the Silver 
Purchase Act . (Kuch laughter amonr the group in the 
Secretary 's office . ) Firat time he has looked oink 
today! -

Well, ~e go in there and Pittoan introd~ces 
evidence after evidence after evidence , which takes 
45 minutes. He said, 1 Th1s will only appear after
ward, c ut I want it in the record. ' 

Th~n he brings in questions which are t he release 
of Townsend's. He reads the questi ons, but not the 
answers and then lets me read them, and the cost part 
was devoted t o ~hat he sent down last night , but I didn' t 
know what he wanted me t o read. Every tice I hesitated 
somebody would say, 1 Take your t i me, Wr. Secretary. Go 
heme and write an anner. Be very careful , !.!r. Secr etary . • 
They treated me like: an old piece of glass 5 ,000 Je&rs 
old - - a f raid I would br eak· ' Take your time, Mr. Sec
retary . Don' t be worried,~. Secretary. That ' s a 
very good answer, Ur. Secretary. • It wast~~ darndest 
thing. Every time I would stumblel ltey Pittman would 
quioltly snaP r i ght in. And my God. lti ng said, •.u 
far a s the Japanese are concerned, all t hey did was t o 
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:-cb c=ar.a - no~ that I cea.n 1t 1A a :!e.-o.-:a-:.::_-. =a=ll!r. • 

T"ney ~d an·en b1lla ar.d ~cr.: ...-.~ ~·-= :!:Jere. 
I~y tol~ ne a:~erward he deeMed l:.e -==.:! :e tlcl:· t.e 
::r-:d not stand up under the ~=stt~=a ~-= ~:z-:~ 
~s would ~;h·e h1a, • eo """" i:&ll. &n - e:A!::.": -:=a-: l we':lld 
~ ~s quest1ona and ~ownse::.d .~ =-= s!;or = ·." So 
-!:.e:: 1 t ca=e to h 1a b111 - he -.e::~ :" .,., ..,· ~=~ bUls -
·~=- :r.ere : ~ Senator Towusend' s hl.ll. s--liCe:- ~- But . • 
~said , !:ow t hat he ' s a :ne::toe::- c ! ~= :r~:c-:ee , ~ 
~...Tse we n il J us t table ttla bill. ~ ::~ ::.e 18 
::ra...wt o~ :!I.e group new. • '!!:ere ..-e:.t ~u::o:!' s '::i:.l! 
::•s -o-: au:ber one. 

I a.o r:ot exa.gseratl!:g. ! ~·-: :::U:oe ! • as !=1 
as ::; was . It ' s 1111p0sd:1e t o :ate!: ~s ! 3S 1: 
ru. I !::ave ne• er beer t ::-eat~ se ~~~- ·T -:..::- ;-.:a..--ded 

.a ~=- so f ea...f\11 I • culd t r-19~ ! .-.a=! 
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taue:h , I though~ you "'' ::'"-: llke to aee r;e co"'e back 1n 
a laughlng ~- ~ ¢e 1':.1te Eouse called up? 

!Ora. no-:z;.: ~o . 

l\lL ,J r: '!"=:: 1 za:: a-:ll.l laugh! 
a s!:o• · It' s u - telleT&!>le! 

That ..as q;.Ute 

Tiley cU.~ g!.'"' ~s e~~ o'-!eat1or.a 1n arr1 tl.:lg w:M.c!: 
s...~e :.t1 ::~ o! tc·; o;:;-. . =e ~~ , •s o• the Secrets r; 1a a 
-:er1 b us7 =s.n a::c ::e=:be..~ o! :=.e .:o:::nt tee are busy. 
'fe w1U :r7 c o ::.ee : !:: s. ! eT ~·, but 1t will be hA...-.1 
: o =e: t;:.e:: t~et:-=..er. • ?!.~'I =.a-=: sa 1d , ' I d CI'l ' t tb:lr~ we 
~111 eTe :- aee t- a,..--a!.::. • 

... .,0 
t..~ 

"lell, 1 -.::-:ee :c :.ell jail ao:e go~d news. I ;;a.,.e 
~er. lt1 nd o! l c• ~ 2re ; 1 ::!low:ht you • olild e::J oy 1:. 

oOo-oOo 
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sou: 

Preaenl : 

Jlr • .P1.ersonl :!'.. T. t . (:Export-Import Bank) 

llr. 'fa:Tlar 
Dr • .-a~ 
Jlr. Loetteat;! 
Jtr.~~ 

BK.J'r! MrT ~ "f:C: went . 

~: r~ !5 ~ ~o~ut1on Ye put 1n down 
at U=:a.~ ~ ~ ~u=1U· Info~ neet-
1Dga. tte i'an "-=-"-= ~n1cat1on requested ua t o 
aaoe~ !'rolll ,.,. ,. ~-=s; li-oTe:rmoents wben theY want 
t o aaeel and alAe l:"c ~a:: . aa s1<;bt be desired 1D 
dnoring up arr:r ;rrer-rm~ 6.:>:ml!llts or e1rculartlo 
HaTe D CW b ee:1 , ;rt = '1:5 ~rtf' _,]La 1111 t o whether ft 
can 1n f orlll as 1;"0 ~ - • :r.J.d Uke t o see done at 
that aaeetl.ng ilmf ~en .2.1.~ for that meet 1ng, eto. 

We baft ~ ~ = ~p~J· X...t request ... a 
rather a:rgenl QIIAt as ~ heeut"l n Co!C1ttee U hold
ing a aeet:Uig :c~ W!lee>er we c ould g 1n 1nd1-
cat 1ons 'before tGJM:2- CW · : :».n been 1n t ouch with 
Wa;Jne on U:.e Q:.U::g. ~ - !aTe .-de no reP11· 

!!ll.J'r: h ,C. : ~ 1:0 ~est1ona t o u,ke. 

Dr. ray: ~ ,.,.._-:w of our 1Jl1t1at1n 1n pre
M nl1Dg tbat rw~~. :l ~ tbere U a nrJ def-
1n1te rea-po~b;tll.Q = "liS 'to go f orward 1n t b11 t hing 
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and the leaat t he7 are asking of ue 1e an expreeaion 
that we will attend, of a date that would be accept-
able to us. !bat' s the leaet. Beyond that I gueae 
they would welcome f rom us any auggeetione ae to bow 
the thing should be organized - - whether it should 
haTe an agenda or not have an agenda; ehould l i ait 
itself to Just completelr informal meetings of tech
nical representatives with view toward aeeing wb&t'a 
in each other' a mind, or whether we would want to aug
geet anything beyond that. 

HK ~ The onlJ one I have d1scuased 1t with 
-• laet ~ sda:J night, at the Arm:~ and tlaYJ reception, 
Yr. A. A. Berle brought it up. Seemed verr !IUch 1n
tereated. I aaid I have no 1deaa for anr meeting• 
and if he had I would be delighted to receive them. 
Jlr. Hull Joi ned ua and overheard t he oonvereation. I 
have heard nothing trom llr. Berle e1nce laat Thurada:J . 
He taid he could do it in 24 houra. 

Dr. Feie: It seems the Department has had a 
letter oTer here for eeveral weeks. 

(At this point Mr. Wallet came in.) 

I:Dl,Jr: Dr. Feia hae brought up the queet1on 
of conference of Treasur1ee and I ea1d t he onlY thing 
I knew about i t wae 1aat Thureday night A. A. Berle 
centioned it to 111e at the White Houee and I eaid l!fl 

111nd wa.e entirel:J dispelled on 1t and I had no aut
geeUont and i f he did, I would be verr ~lad t~-h 
oeiTe them. , l(r, Hull Joined u'tan~~ I•:;!:. rece1!ed 
could do i t in 24 hour&, but up 0 it I franklJ' don ' t 
nothing and I am ver:J s1no•r t~:o~;eae:U.,. of t he United 
know what I, ae Secretar:J 0 aid to Mr. Berle that 
8ta.tea, ahould cUacuss.ti I a~~~ :he Bru1l1an Govern
pouibly after this mee ng w 
ment we might aee our waY clearer. 

Kr . Wellea: Yes. 

HK.Jr: But I apprecia!!n~~!1'!:!;~:n~~ndtn!f 
it wae potaible to ~~ 1!~; Secretariat of the Trea~-
varioue countries rat er t o 0 along on that, but 
ury, wh:J I would be w81llitng ~ov~r~nt to eend 1t a 
think for t he United ta •• 

'12 L" 
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Secretary o f t he T I think i t ' s unwl.s~~asup ,do•~, t he re with out a progra:t , 
.ranou.)' ba•e no progra aL. 

Mr . Welles : We di My feeling has alwa scuseed 1t. You remember. 
in mind except a me!~ibeen t hat there was never anytb.l.CA 
upon satisfactory to y~ ~er a niagenda had been agreed 
of the resolution it 0 • as reme r:~ber t he word1ng 
their representati•es•~aye Secretaries of Treasur,r or 

Dr. Fe1s: 1 Rep ta i And t ' reaen t • ea of t r.e Treasuries. • 
nere is s f airly clear understanding that ttla 

. f~r~~ m~eting, at Brl f rate, 1t • 111 not be Secretar•es 
o e reasurles. It wl.ll be technical !i · ~ 
anticipation was it will be t~t. • ne ~ e 

~.Jr: That puts anentirely diff erent lignt 0~ 
I understood Just t t e opposite. Somebody • • • it. 

Dr. Fels: We are on record to that effec : . 

KM ,Jr: Sooebody ga•e me the impression lt spe
cifi cally said •secretaries of the Treasur y • . 

Dr. Feis: As for t!le agenda, as far as we eald 
anything , 1 t - s t o suggest that , a t any rate for ttle 
first meet i ng, t h ere should only be •ery little eff ort 
at having an agenda of buelneu. That lt should be 
regarded as merely an opportunity for the intercheegl! 
of info rmation and discussion o f what might be u81!t'u117 
undertaken either in t!'l.e -• o f etudy or future a<:t:io::. 
That was t h e whole anticipation. 

~- Welles: aut the suggestion of the Sec::reta.-7 
of t h e ~easur,· see~ to be singularly wise -- tha~ ~t 
might be v ery wise t o fi nd out what subJI!cts m1~t bl! 
properly taken up after te l"o&JI had the mee t ing '11'1 t h r>r. 
Aranha. Dr. Rowe dld Sjleak to me and aald be - • pre
paring such a memorandua. 

Hli.Jr: The wnY ! feel, certainlY from 1!11 stant.
point what I hooe t o c::o :e out of the meeting with t h e 
Bratiiian Government is possibly a pattern, at least a 
pattern which would be a Go•ern»ent policY as relates 
to financial mattera in South and Central A~erlca. I f 
we can work out a pattern 1 t will be o.tcb easier t o 9 
t o a place and aa)', "This ia t h e policy.• 

- . ., 
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Kr. Welles: I tul.l7 ag!'ee . 

Hll • .J?: But ir llr. Fets a.;ra we haYe to han 1t 
t omorrow, i that is s o and I haYe no doubt •••• 

Kr. Welles: An anawer toiiCIM'OWl 

Dr. Fe1s: I cUd Dot aean t o laaYe that 1apNuion. 
I aaeant to i ndicate the Pan-klt!rican OnJ.on had been trr1ng 
to get , r or approxilatel:r r our week a, to get an:t kind o r 
anawer and ore haYe been tnln;; to get it r or weeb, &!17 
kind o r response r ro11 1::::e Treaaury a a t o whether w had 
any inter eat 1n t hla eoo~eNnee , whether we would attend· 
when, and arv ot her ideas. fl:ey have for the third t1..; 
said rather urgently , "Cur CoJD.it tee meets t o=orrow. 
Could y ou giYe u s ~1nd.1eat1on or w!lat ' s 1n J our head? " 

Hll,.Jr : Aa rar at 0urgentl1 inqu1red 0 , I han one 
eOIII!IIIlnicat1on. I thl~ 7ou s en': me a cop:y or the reso
lution. I t hlnlt t;aat ' a all I got . Is that the right 
one? 

lilr. Tplor: 
t1mea about it and 
t o you a bout it. 
1t. is 1117 fault. 

~~ert has spoken to me several 
I h&Ye ~01: had a good chance to tal k 
~-e d elsJ it' &DJ. t he whole part o r 

HK,.Jr: .t.a far as I know, we haYe had one coa::an1-
cat1on. ie are t wo Il"e~t:unts . Sa:e Covern=nt. Salle 
Pres!dent . ..nat wo:J..!d )'O'J. lUe t o do in order to 

Kr. Welles: I s~st Yerr earnestly that ;n.e 
aatt e r b e left 1n ~yanee u.n':1l after t he Bra:U11an I 
rtsit ie oYer and t hen we can all aee mre clearii!i 
don't think t hat w"tll hanM~ the Pan-A:Ie r iean Oil 

meeting at all. 

IDl .Jr• In t~ ll!e&ntime, 1t' Dr. Serle or aD1bod1 h · . t has e n)' oonstructin aug-
else in t . e Sta t e De~Rn Bank I will be aaore than 
geat1one or the Expo~-I,.,ar\ hav~ no i deas. 
pleased to aee thea, be~ee 

1 reads that th1s llet!t 1llg 
Dr. !'eit! ~a.e reaolut on 1 

•"'-'1 be -held no l aTier U:all June 1 • Aranha wll cu-
~ t - untU llarch 1 . !bey 

ta1nly not be oat; or ue coun • • 
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aalt the GoYel'nlllent Oepart::enta who plan to attend the 
meeting. T1- lett w1.11 be ab ort. Personally, I 
don ' t ant1c1pate the conYersat1ona with Aranha will 
olar1!y our pol~cy 1n ~e general aonetary field and 
bring us to a point of a ctual substance of an agenda. 
Our approach wtll be to aY01d agenda for the f1rst 
~~~eeting which wtll accentuate 1ta 1aportance, w1ll 
g in t h e world tile 1dea that we are go1ng to undertake 
aoceth1ng 1n the nature o f agreecenta. I just want 
to sl1gbest 1t 111ght be easier, .-ore relaz.ed, 1! • e 
def1n1tel.y gaye up t h e 1dea of ua1~ the June aaeet1ng , 
let ue &&J, t or agree:.ent JXU'POSee, from the very be
g1nn.1116, keeping 1 t .. a 2 e t1ng for discussion pur
poses, cocpletely 1n!o=--.l, and let t hat idea beg1n 
to arlee now. But hartng ea1d all that, I t h en agree 
that to let 1 t go untU l:a.rch 1a qu1 t e possible. 

J.(r. 'lelles: I! b)' .oat you aa;r the Pan- Aizr1can 
Union 111~ght be ln!o=ed that th h Government has no 
t h ought t hat any to~ agree:ent should be reached at 
t n1s meet1~-

Dr. Fe1s: Coald we g1ve to t h em tha; our d1s post
t1on would st111 be to attend; t hat we don t propose 
to put forward any t or:al agenda -- someth ing of that 
sort! 

Mr. Welles : I don't aee wn:t we haYe to g o that 
t !h:ll)lJ lnd.i:ate t hat ~e have not conce1Yed of 
t~~ f1rst- ;,eeUng u a :aeet1~ mor e t han to negot~te 
1.an far later ~~~eet1ags. Then by Karch l certa1 1 

p .Jews and tne rte,. o f t '!:e Secretary of the Treasury 
:u be tar core c l..ar1t1ed aa t o what n ght be taken up 

tor purposes of d1ecu suo."l• 

IDl ,Jr: Could you add
1

oneetht h1n8!· .. ~~~a~~= l~ress1on 
l "-"= 1 t ~.lt eav w could a ways c.._....e • da that we will be sending 

that aa t h e caner now ~ Secretary of the Treasury. 
Treasury experts and n ot ~ ' The United States Gov
Juat don' t aent1on se at nd financial experts. • 
ernment will be read:f to • 

there 

That ' • all anyone could expect. 
Dr. Fe1e: 

Tree sury because c erta1nl1 
IDl.Jr: I woul.d no<; ea:t, c the State DepL"tment. 

will be representat1Yea . ro 
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Kr. lfellet : I don't anticipate &nJ"boctr f~ 
the State Departaent would be going. 

ll~'fglor: You can au to 7our Pan~caD 
Union Co Uee tolllOrrow that 0 A.a I underatand lt 
we are perfectl1 agreeable to a ttend1ng and l.Ddl.~t1ng 
preferment ae to date -- let' a aq not be~ore s::te!l and 
euoh a date. • 

----

HX ,Jr: But the aaln thing I ant to be YU7, Ter'J 
sure you get oTer: that there le no tllo~t of sendlng 
the Secretary of the Tre&SU17 at thle tae. 

Pr. Fels: You are clecl7 protected or. U.t, Kr. 
Secretary. 

1Dl Jr: But you lr.now t he rnolut1on s;>eeiflcall7 
mention• 4ecretary of the Treasury. I wou!Q lJ.ie to 
look at 1t. If I &Ja wr~, it's grand. 

Pr. Felt: lla:J I aaJ one other 110rd: cllllUd 1 t 
be dra~ted ln the 'freaSUJ'7 and sent t o u s ~ replJ 
to t h e Pan American On1ont 

lDl ,Jr: You people are equipped. If yo:= will 
do t h e drafting and g et 1 t onr here, you rtll !taTe an 
anner by 9: :50. You haTe peopl e eq"llwed to f!o 1t. 

Pr. Fe1a: If that's the •87 yeN. -.s::t lt. 

" " J Or send lt to t he bouae to~~ ~or me . na, r: 
but 1f I get 1t by 9 t oaorro• you will baTe ~ -=-r 

by 9:30. 
oOo-oOo 

Note• The balance of th1• seet1ng ls ~It ebed 
• 1 n the aboYe. r -

aeparately aa l t had no ~ar , ~he egeada for u.e Bru111an 
lated ent1rel1 to d1acua~on o 
rta1 t . 
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· - .. a.:~ - -- ~- -- • - itSA. 1 c.::::"" a .. T_. .... ~ 
T - ._- \..4- - - --• _._ .a.. .... OT .............::.. - o '7~·.1 t .:.l:"i -::.a-
.... - .. , 1! so, t..o• ~·o:1i~ you Co ~t :· 
~ ~ ::.1 :!e~ by r ou. • 

:--e""3&;;e l !::10"'~" that 
: _ ~-.uc. SSJ ar-s~~..i r.c; 

- w-e:.:.!~ be Flad t o 

:=.e 5ecrets...-7 -:::e:t ~ed : :-e A~~=-=--e:- :Ter:ez-61 , 
"Ui•r F()l; 2d t~::e t o loo<t o"Te:- ::,.P -:oc~sec! release o:'l 
~ &'!lecl.al c~::ee t o s:I<!!t a.L: F~~r:U 1::cc::ll!s c!' 
:~r ~10 ,000? ~ce ?:-es1de:'lt T~:s 1~~ =- reaction be-
..::&-se -: =:.at a!fe::~s j:1jges. • :'!:.! ,A.-;-;:..-::P!' Gener-al sai d 
2 Me! lo~ 1t o-:e:- a :tc a~:-o"Tei !t &:>6 -:!:.'lt. h e WO'.lld 
-:.&l.l ~. Ear.es , o::.: E~ ,Jr sa!d , •: r• "'~"' s.e't'e you the 

:r=~=l~ . I ~!1~ ~e:l Jot~~e ~~~~- · 
~ele?bo:l.1.:1; !!.?::.es. :~.e Se~~:.s.:: S!U.O. ~o hle , 

"': Ya5 ~alk1r.g w1 t :: F-:-a:-..k ::u_-c=._r a. ":a;": t.:u'" .:1 '71~5 ~..1: 
3 s:.&":e~-:: 1:: a.-:swer : c f a : :.e: ;;co;_;:!:).1:",' s a: tack anc! 
s-: :!:e ~e t 1::Je I asked ~ &~~-.:: -:2 :elease a_-ld he • 
s.U<i he .::at: look~ 1: ove:- a:;~ a:>;:-c•~ a a."ld :1ltes 1t. 
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ZliOl.!: American ~baa&7 , 3erli:l 

D.lo.T:i:: Fe brua...ry 7 , 10 a .: ., lS~ ( =ece~v~ 1n Dept. 
Fe "!lruazy 8) 

to .: 102 

::;o . 7 FO~ !FFAS!E! ?:!0" =.-;; 
S:RICTLY CO~?ID~rtiL . 

At 3r1nb=ann •s invi~:~o~ : ~~ Titt ~1- yesteTday 

a1: h1a bo: e but • e were i!lter~;r:~ b)- ~e arrival. of 

:e:bers of the iieic:b.sbalU cU.r-..o:!.= aLd. I ..,._.. uerefore 

:wt able to ask hb certai:l ~r.1o::.a. 

lie told me that Schacht ' a ~epa._~-e was c.ce to tile 

f !Ult that Schacht refused to go el.~:l.6 T1 ~b -:'i:e goverJ::ent' e 

:p=ogTSZI , obetTUCtil:l8 it 1:1.6-:~. :~e ;:=-:ical. CD:lSolic!a-

~tldi Uor.s it is nec~ss&r;" t2-: -~·-
closel.7 connecteC. rt t"::. U:.d.uS': =1 e-A wi ':!: ._si::.ess. :e 

said he was plen~ing to ~=oe·.:::e si.:::plify'·: !;p=ove:ents 

in the organizatiO:l of tLe ~1=~~-"< a.::.6. ~-= "::.e was 

effecting e. 40 percent sa.rt:.e; in 1 -:a )IBl'~=eL 
· t~-· ,._e ..... -....... ~ft·-.-' e~ ::.a..c"•~~ of 

He inforce~ :e ~- ~ ~ ---~ ~ 

for ~ •• n-Jects·, -:2! !:;e "::ad spent 
Ei!l.er and the party ._.... ,.. ~ 

a wbole day with t h e C"rA•cell.or a-: ::.e=~tu~e!l, all4 that 

ue 
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the Prol)&,:."!Ulda 1Lin1s t ry waa goi ng t o work in closest 

contact 1r1 th hi:nself and Dr. Funk w1 th respect t:> econooic 

ertioles o r articles capable f atf _ o eot 1ng :Ter=.en ext er ns.l 

econo=ic relations which appear i~ Ge~ftft 
M ·~ publications. 

!>ri.,·c=ann said that !le personally would .-rite all of the 

econocic articles appearing in the SCHJ~.:!?S, the 

o r gan o! the S . S. , of which he is a. :e=ber. Ee does not 

:.elong to the S . J.. ( stor:ll troopers - strictly a party 

o r ganization} • 

.:..S 3ri:U:!::ann expec ted i n the nex! few :ontha to ob

tai n 400 ,000, 000 a:a.rks i n foreign exchaz;;;e, iTut .-aa not 

at liberty t o indicate t o 111e where it Will co::.e from , 

:te asserted tbat t"!:te foreign excll4n6e position • ould 

shortly be fully adequate. J.s to the source fr~>:o • h i ch 

a:t17 such add1 tion of foreie;n excilanOe ::ight be forthco!l!ill6 

w the ?.eich, I l:z.ve no good clues. Stnce crade negotia

tions a.re appare:otly still contiDuing with Russia , perhaps 

that col:ltry is the source or one o! the so=ces. I ::~ay 

say that I have been info=ed that l ast AP~t the Govern

::ent had 210 oillion !!!&rlta in forei gn exc~~. including 

the 75 aillion gol d and foreign excllange wi:lich is shown 

in stateoents o f the Reioha'bank· 

ae insisted that GenanY would conclude arra.ne..-ementa 

s hortly wll.ic:b would assure her a au.tficient petroleu= 
suppl y 
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supply from the southern part of Europe. I told 3rinkmann 

that it was my understanding that Rumanian availabilities 

were insuff icient to cover Ge--·n i ·~ requ rements, whereupon 

he finally said that oil f ields had been dis~overed in 

Yugoslavia wh ich would shortly be brought i nto production 

and t hat Ger oany accordingly would rapidly e;reatly increase 

the copper production of Yugoslavia . I ao also !~formed 

t hat i n Hungary a new field is being brought 1~ . 

Brinkmann said he was determined t o do his beet to 

restore and develop trade wi th the Uni t ed States, although 

Germany shortly would be able to obtain ita minimum essen

t ial req~irements of certa in i mpor tant r aw materials from 

southern Europe, and tha t he believed it esse~tial from 

the standpoint of sound political develo~eot, as ~ell 

c.s of economic a.cive.nte.ge , t hat ther e be flourishing 

commerci al rel ationships across the ~orth Atl~tic. 

He told me that if a •real• stabilization asree~ent 

were concluded among the l eading coc:ercial nati oos end 

that if Germany at that t i me had a sufficient gol d reserve 

of foreign exchange, it would devalue the mark to ' 50 

':01 tbcut exohg.nge reserves and 
pfennige" immediatel y . 

without a secure monetary agreement , Germany , i n devaluing , 

would only reap disadvantages. lie sai d that Schacht and 

he both agreed on this point. 
lie 
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He -.. 1Dte~..ec1. by the arriYILl of Re1chabanl: 

o!f1c1~a at ~ po~t-

Bl.aaa1IJe ' a resignation wu pracUcal.l.y !oroad by 

party oppoaitlarl. although be 1.nB1ata that Sr1n)l=• nn 

1ncl1nea to le~ b1s ·~-

. GIL3i~ 

·--
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Dattd Pt b l".lL"'7 7 • 1939 

!tEe 1 d 3 :38 P o ::.. 

J~~~r: 10 br~-£• -a ~~. tot al ~~1oytd aboV£ 2 , 000, 000 

! o r t::.E t'!.rs~ ~i-r :sine£ ~bruacy 1936o '!'h£ 1=J:"£JUE 

o~b!co=- L- ..!itso :- _10T-=£ ::1!: 1c tngin£ET~ IC! - >-r 

::£..al. SC0C:.S t:rsdEs :sr.oortd Lnc:rt:asn 1:l spJ.::t ~ 

aect~=t"£C a 1 s 1 • : '; aet1rtC,.o .A .sll(;!lt ~-=!: 

O!l t - < =!:!:. b l.rc:: and .stt£1 1tt't tt:£ t o tal =r;UOT

:.;:c..: s~n 1.7, 000 abo7E tl:U: fi::;urt t o r a yr:ar s.e<> ~ 
-c.r :::t:at-~rr • s .st:!:lll~ to c:!c:a...-d f or eos.l whicl:. also 

1 _. o" ... £ -~nth s~ill •-r~ 
:"':~ _:;: ;;<: -~ = t-Ot;sl. =c:p Oj£"' ~ '-"' - - ...._ 

.: L ':~-:=-£ ~= e;at ~try ovtr 12, 500 abon: ~. H Tt.l 

!'wOo 
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'l:'lr:::. il:u: currEncy and bank notes bU1 llhich 

passed 1~ stCClld r eading unopposed in thE :=oust or 

243 

Co: o~s lAst !U(;tt is today being cllsc:!!SsEd 1D 

coo:::!.!. ~£!: s-..egt: and w1.ll n:ac!l th.t statute book in the 

Vtr"" -r~- - --- .. ,__ third -.o• • --- - --~ - . '4U. rc~ns bci:l<; ?ro ror=:a. 

In 1:::~=' -: ~-..r !:ill tb.t eta::ccllo:- or thE Exchrq~tr 

1::¥11~ac<:::. !.= =Y 5o. 152 , ?Eb:r:-.mrJ 2 , 6 :;: . ~. ?wo points 

ar.::n.::.:~ :01t"'r. ~ s pttch aod thE su.'!:sEqu=c d ebatE arc , 

howrvcr, -;or..!l reiterating. (A) 1f1th regard to th£ 

i.SS , OCO, oo:> pl'Oi'it arising tro-::. t!l£ rE>3lu&tion ot thE 

9ank ~ E:l._cls::Jd I s sold, Sir .Toh::l Si:::Dn said : • Jn any 

orC.i.r.a-"7 s=t that is not a pro!it. It is rs~r in 

l:l.ss ll££:: ·~= ror 3 locg tiJ::£ p1st out has cot rccdvrd 

sut:-.:.':o~ =-cccg::.ltion or appcan:d 1n t!u: aceo1mt:s . An 

tmrE3l.iLtd eapi.~ appreciation or that cllaracttr 1a 

not :1pproprl.at£ tor usc as it it wert: n:vcnU£ aDd I = 
not :;:ro-posi!ls so to usE 1t•. 'llhttru: r this stattmtnt 

cxcl:Jdts t-,~ .. possibU1ty or o.cy intention to usc th£ 

• c:.p!.tal. ~qpn:ciatlon• tor capital n:s.rra:::tnt purposes 

a t s=-c ~~ datE on1Y t!.:U: v1.ll tell. 
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REB 

3- #178, From London , Feb .7 ,6p .~. 

'I"=£ ~olt J.9S, OOO, OOO will not bE transferred to 

th£ tAchang£ equalization account s ince the revaluation 

or t !l£ 5c-~•s gold is to bt acc?mpanied by a revaluation 

of ~E scc~-itics 1n tht Issue Department involvi ng a 

loss ~ sa::£ J.S , OOO, OOO a'nd>oEaving the net profit bf 
th£ rc~~~!io~ of tht assets in the Issue Department at 

io86 , 000, 000 orb.icb =ount will be transferred to the 

cxc~t t~~lization account. The loss resulting from 

the rtva!~~~ion of the securities arises out of the fall 

in pr~ccs of {;OVtrn.'llent securities . ( B) ThE following 

quot~tto= ~~ SimOn 's speech confirms the statements 

1n t:l.£ scco:od pnragraph of my cable referred to above : 

" to oh•~~t£ ~1 possibility of misconcept ion let ac 

say t~-~ ~~1s ?~posal for weekly revaluations of thE 

assets o~ ~r Issue Department at the current pricE is 

c. ch•-S£ of =c.!lincry and h:ls no bcarin0 \'lht\tcvcr upon 

the quts~io::> of m e tim£ or tht mannEr of our ul tim.a tt 

staoill~::.!ion on gold. \Yt art rtorking an archaic rulE 

in ~e Iss= Dtpnrtment which llns ltd to valuations 

wb.icl:. 'lrt ::-=: ::cis leading and we :~rt oubll tituting for th:lt 

v:llu::.t10::l ::. c:U.culation tlhich io right becausE it meets 

th£ c.c~ r::.cts of the situation" . When questioned as 
to 
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4-#178, ?ra: Loneon, Ftb. 7 , 6p. m. 

to the inttntion or the gove~nt ~lied in his 

phrase "our uJ.timate stabilization or gold• Simon 

reftrrtd to th£ aonctary policy laid down at the 

Ottawa Conf'trt ncE and reatfi.r:Ed at the iiorld Econo=dc 

Confcrcnc£ of 1933 and s tated ~t • thosE declarations 

continue t o stand•. 

ThE Financial Secretary to t~ 7Ttnsury in rEplying 

to t!:c d~batc r£1 teratcd that • t!:£ probla (vi th rEgard 

to the note issuE) ~111 bt pr EcisEly tbt sa=£ as bEfore 

end t hE notE i ssUE will be exactly equal to tht gold 

h Eld in t hE Issue Dtllart=J::lt of t!:e !lank of England at 

its current va2ut plus ~e fid~ciarj not e issue. The 

bill certainly dots not st~ any greatEr o~ ltss 

tlast icity to t he Bank in t!l.is respect• . 

ThrEE . Sterlt.ng ... a a..-a.ln strong today and in

asmuch as t.>lt dollar was lcept chEap in Paris thE 3r1 t1sh 

fund obtained a considerabl e u:ount or dollars. There 

i s a good deal of closing out of positions and the 

gtntral view SJr.ong excllan.;t dU.lt r s 1s tba t barring 

sptcif1c advErS£ dEVtlopet:l:s in th£ international 

situation sttrltns wi.ll t end to be a trong in the 

t=Ediate 
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5-#178, From London, FEb. 7 , 6p. m. 

immEdi-atE futurE. Gold was fixEd at 148 shillings 4 

pEnCE and of thE 150 bars SOld 63 WErE giVEn by thE 

British fund and 112 wErE marriEd. 

JOHNSON 

Nl'L 
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