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I should lU:e first to sq 'hat I appreoiah this 

opportunitr to present to rour Oo.mittee aT Yiewe on 

neoeeearr rennue .J.eg1slation . You han heard the sari~~g, 

•11o rear is a good rear to suggest a tu bill. • Oertaiulr 

this remark would seem to be a n aoourate forecast of 1~, 

a rear 1n which a national election ¥111 comaand the atten­

tion of the countrr. !here tore, -:r appearance here todq 

11&1 vall be aT last before th1e Oolllll.lttee on broad subjeot 

ot tu legislation. 

For that reason, may I digress a moment to thank 

this Committee and eapeciallr ita Chairman, RepreeentatiYe 

Doughton, for the cooperation and oonaideration vhich have 

been extended to me throughout mr term in office. 

Representative Doughton, your Committee, Senator Harrison 

and t he Senate Finance Oo111111ittee haTe served the welfare of 

this countrr 1n a aanner of vhloh ve 11a1 all be proud. 

Yorki.Dg v1th this Oomaittee and with the Senate Finance 

Ooaaittee hae been an ex.perience Vhioh I shall remember v1th 

pleaeure. 

!he OpportunitY for Ballo Heforae 

When I appeared before thie Oo~mlttee on llaroh Mth, 

I eaid that the 'l'reaeurr would eoon be re~ to gln to the 

appropriate Oo~~greeelonal co.aitteee ita reoo.aeadatione tor 

oh&Dgee 1n the tu ST•t•. Repreeentatin Doupton Ul4 
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Senator Harrison have expressed a desire to receive the 

recommendations for aotion at this session. 

Some revenue legislation during this session ie a 

recogni~ed necessity, because the income taxes on corporations 

expire at the end of the calendar year, and exoise and ealee 

taxes yielding about $500 millions expire during the sUJDJDer. 

I hope that Congress will not simply extend the expiring levies 

and adopt the usual teobnical cbangee, but Will take this 

opportunity to adopt those few baeic refol'llle that we badly 

need to put t he revenue system on a more just foundation. Xay 

I repeat that, if we are to accomplieb these few fundamental 

reforms, this year is the one in which to achieve them. In 

my opinion Congress should seize this opportunity to climax 

and perfect the work on the tax eyetem which we have bad to do 

i n recent :years under t he unusual stress of depression demands. 

At the same time, I auggest that Congress ebould point t he way, 

as best it oan, toward a tax polic:y and a fiscal polic:y appli­

cable to the next five :years . Both lines of action, I believe, 

would be of real i mportance under present busineu oonditions. 

Removal of inequities in existing tax law ahould release 

private business enterprise from restriction• or irritants, 

and development of a better tax and fisoal polioy should 

remove the uncertainty over budgetary eventualities vhiob 

some businessmen nov ea:y prevents assumption of ordinar:y 

busineu riek •. 
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Since 19:52 the aaount ot IIODe)' which we oollect 

under our internal rennue taxee hae trebled. Although 

a part ot the increased collection• ie attributable to im­

proved business oondi tions, the more important part results 

from tax increases enacted during the past seven years or 

from the denial ot some tax deduotions previously allowed. 

In 1932 Congress raised the i ncome tax rates to approximately 

the levels prevailing shortly after the world war, estate 

taxes were roughly doubled, and a long list ot excise taxes 

vas imposed. Liquor taxes were added in 1933, Collections 

ot social security taxes began in 1936. Income, estate and 

gift taxes were raised again in 1934 and in 1935. Corpora­

tion i ncome taxes were basically changed in 1936 and again 

in 1938 while in 1937 legislation vas enacted closing loop­

holes in the individual income tax. Each year sinoe 1932 

has brought some ohange in our tax structure, uauall)' a change 

by t he demands ot the moment. My first suggestion is that 

we look baok over the work ot the past seven years, revising 

it in the interest ot simplicity, Justice, adequacy and 

encouragement to business. 

In this connection I have 1ix points which 

I should lik1 to present tor your oonaidsration: 

l. Ye now have tour different taxe1 applicable 

to Ordinar)' business corporation•: a remnant ot the 

19:56 undistributed profits tax, a capital stoolt tax 

4 
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and an exoeu profit tax enacted in 19~2, and the 

ordina.r7 inooae tax. !he capital etoolt tax ie not 

baeed on the actual value ot a company, nor is the 

exoees profits tax actually a tax on excessive pro­

tits. In its emasculated form, the undistributed 

profits tax 1a meaningless. The corporation tax 

system would be greatly simplified, a.nd ita Justice 

measurabl:y inoreaaed, eapeoiall:y in l ighteni.ng the 

tax load on deficit corporation•, it all tour taxes 

were coneolidated into a eingle flat tax on 

corporate incomes, with some concession in rate to 

corporations having less than perhaps t26,000 nat 

income. 

2, In my opinion we ehould reinstate the 

allowance under which the corporation which auataine 

a net business lose 1n any one year can oarr:r torvart 

that lo1e and deduct it trom taxable income realized 

1n eubsequent years. At preeent a business vh1oh hae 

loet t50, 000 a year tor three year• and hae then 

netted t1eo, 000 in the fourth year muet pay a normal 

tax on the tull $150, 000, although the plain tact 11 

that the bua1nees has made no profit at all over the 

4-year period. Taxation ot 1noome 1n annual segments 

ie an arbitrary measure or corporation earnings vb.ioh 

ie made necessary by adainietrative requ1r .. ente. 

5 
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Rowe·nr, we ehould not pueh thie arbitra17 baaie ror 

measuring income to the extent ot retuaing to recog­

nize alternating periods ot profit and 1oea. !he 

present system ot allowing no carry-over ot buei neea 

loaeee ot corporations tor normal tax purposes place• 

t he tax eyetem in a position ot deterring both new 

inveetmenta and the durable goode induetriea. 

3. !he existing proviaione tor capital losses 

sustained by corporations are another example ot how 

the existing tax lava discourage new 1nveatmenta. 

It a corporation sutt ers a loss on capital assets, 

this loss can be deducted on1y againet capital gains, 

it any, which the corporation has made in t he same 

year, plua $2,000. In many 1natanoea, therefore, a 

corporation does not in p~aotice get any tax allowance 

t or a capital loss, a tact which discriminates against 

a risk- taking enterprise. 

4. Dividends received by individuals should 

be given some special tax allowance oomparab1e to 

that which was in etteot prior to 1932. At present 

corporation income is taxed, and then when the 

income is paid out as dividenda, the stockholder 

pays the tull individual income tax on hie dividends 

with no allowance tor the taot that the corporation 
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hae alread7 paid a tax on the eaae earninge. !hie 

tax arrange .. nt inoidentally enoouragee corporation• 

to go into debt rather than to eell etook beoauee 

oorporatione may deduct intereet paTmente from their 

taxable income but may not deduct dividends paid. 

Interest is taxed once, while dividends are tP~ed 

twice. 

6. I euggeat that Congrue 1n this seeeion 

enact legislation creating a national oommiesion 

to stu4)' and report on ways of eliminating Federal­

state- local tax conflicts and overlapping& which 

have grown up, especially during the last ten years 

in both national and local governments and reached 

out tor new revenue sources. 

6, Perhaps the most important suggestion of 

all of those which I would like to otter today is 

a combination of proposals deeigned to encourage 

the idle private savings of thie country to play 

their normal part 1n finanoing business expansion 

and reemployment . During recent yeare a great 

deal hae been said about t he high taxes on indi­

vidual incomes which reaoh a peak of 79 per cent 

i .n the top bracket. These taxee Yhen inoreaeed 

by etate and local taxes i n aany Juriedi otione 

are laid to d1eoourage the ordinary aeeu.ption 
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of riek by investors baoauea the tax collector 

takes ao great a ahare of any income realized trom 

a bueinaaa venture. In view of other features of 

our income tax structure auoh ae the capital ga1na 

section ot the income tax law, tax exemption which 

1e extended to state and Federal eeouritiea, 

I oan not honestly agree that the surtaxes on 

individual income are too high under existing con­

ditione. Very large porti ons of big inoomea escape 

taxation in whole or in part. However, I should 

like to suggest the following measures which it 

enacted in combination might increase the equity 

ot our tax system and encourage the employment of 

venturesome capital: tighten the capital gains 

section of the income tax law ae suggested below, 

increase estate and gift tax rates, remove tax 

exemption from future issues of Federal, state, 

and local securities and then reduce the surtax 

rates in the top brackets of our income tax. 

May I at t .hie point renew my recommendation that , ,t/)..,._ cAxJ 

tax exempt~ securities be abolished ~e 

f:lttera. Nov that the Supreme Oourt has indicated 

a changed attitude toward the problem ot inter­

Goval'llaental tax immunity, it ••••• to ae that 

the inoluaion of a future Governaent and Government-

guaranteed bond interest i .n taxable inooae ia one 

of the moat obvious atepa tovarda tax Juet1oa. 
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In addition, ra.oTal of this tax exe~ption would 

tend to push into the financing of new or expand­

ing busi.ness enterprises, the kind of private 

capital which oan afford to undertake the hazards 

inherent in business devalop~ent . 

I have discussed one tax simplification and !iva 

tax allowances which it granted to taxpayers would, in my 

opinion increase the !airneee of the tax sy1tem and encourage 

i nvestment. I coma now to another aspect of deairable tax 

revision: the removal or concessions which have been made to 

certain groupe of taxpayers. 

1. I should like to suggest tor your considera­

tion a change in the present oapital gains and losses 

provisions of the individual income tax. A profit 

!rom t he sale or a stock or a bond or a piece or real 

estate or any other oapital asset i s nov taxed at 

a maximum rate or 10 per cent it the asset has been 

held more than two years. Compared with the ordinary 

income tax rates that apply to ealarise, interest, 

diTidends, and rente, the rates on these long-te~ 

capital gains are very low. One reason giTen tor 

setting them so low ia that the deduotion of capital 

loeees is eo~evhat restricted. 

A !air tax 1yetem can not be achieved by match­

ing an unJustified oonceaaion by a harsh restriction. 

A more sensible procedure ia to remoTe both the con­

oealion and the restriction. Bence I 1uggeet tor 
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oona1derat1on an 1noreaae 1n the tax ratea on 
long-term oap1tal ga1na, an.d poae1bl:r alao on 1nter­
med1ate ga1na (nov taxed at a mexS•um of :10 per cent), 
coupled v1th more 11beral allowance of oap1tal loaaea. 
Perhaps oap1tal loaaea could be oarr1ed forward 
several years to be offset Q8a1nat fUture oap1tal 
gains . The net result should be no deterrent~ 
genu1ne long-term investment (eapeoially in view of 
the suggestion above concerning surtax rates) and 
a great increase in fairness among i ndividuals. 

2. !he present law allows excessive depletion 
deductions to oil and gas vella and certain t,pes 
of mine. As the Treasury has etten pointed out, 
a large amount of revenue oan be recovered by cl os­
ing this loophole. 

3. The gift and estate taxes should be co­
ordinated so that from the tax point of view there 
is practically no difference whether a man gives 
away hie estate during hie life or at h1s death. 
This coordination would in effect oona1der gitte and 
the final distribution of the estate at death as a 
unified aeries of transfers. !he present law regards 
auooasaive gifta as accumulative diatribution and it 
reaa1ns merely to accumulate the aatate a1 1f it were 
a final gift, leaving only one exemption and one rata 

10 
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scale, where we nov have both the gitt and the estate 

taxes . It Congress deeires to give eome special 

inducement to gitts made prior to death, this can be 

accomplished throup special oredite. In addit i on, I 

would like t o suggest t hat Congress consider increasing 

the yi eld ot the estate and gift taxes, which nov 

produce less t han 7 per cent ot our Federal revenues, 

by somewhat lover exempti ons and hi gher rates in the 

lover and middle braoltete and by eliminating the 

exemption t or l ite i nsurance up to $40, 000. 

~EQUACY OF REVENUE 

Thus tar I have been discussing in detai l revisions 

ot the t ax laws whi ch have been enacted over the past seven 

years. I should like now to turn to the more sweeping problem 

ot pointing t he way tor tuture tax poli cy and fiscal poli cy. 

One ot the standard requirements tor any tax 

s:rstem is that it should yield adequate r evenue. The real 

question is: what is 'adequate • in any given time and place. 

This question is at the root ot our t ax problem and raiaes 

t he whole matter ot tisoal policy, yet unleee we answer it, 

all our apeoitio recommendations tor tax changes aseliJie an 

air ot temporary suggeat i ona r esting on a foundation which a&7 

shift at a moment' s notice . Unless tax poli cy is founded on 

a thorough tisoal policy, business men may teel that they cannot 

11 
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adequately Judge the future impact of taxation upon their 

businesses or upon new Tentures which t hey may wish to under­

take, and t he taxing authorities themselTea cannot be aure of 

what demands 111&7 eventually be forced upon them. 

The present tax system ie a powerful system, which 

has yielded t he Federal Government more revenue than any other 

tax system enacted during peace times . It will not, however,. 

be able to stop all i ncrease in the public debt over the next 

five years, or thereabouts, even though we may 8ee further 

business improvement and some reduction 1n Government expend­

itures. In a year of great prosperity with a nat i onal income 

of eighty billion dollars, ourrent Federal revenues ml.ght 

raise to eight billion dollars. The existing tax system 

might under the se conditi ons permit a moderate amount of debt 

reduction 1n such a year. But over a longer perio·d, good 

:rears and bad, the present r evenue system will result 1n a 

substantial-net increase 1n the public debt unless there i 8 

a radical reduction in expenditures. With relief and 

national defense absorbing per cent of our Federal 

disbursements, I cannot foresee any immediate opportunity 

to make a B1gn1fioant ourtailment 1n expenditures . 

ben with the lowest expenditure• on relief and 

defense that can be reaeonably expected, it ie , in ay opini on, 

unreal t o talk cf balancing the budget next year, or eTen in 

the year atter next. But un1eas we are to commit ourselvea 
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to a philoaophJ ot oontinu!Dg inoraasse in public debt, I 

believe Oongreee should enact thie year measures which will 

bring in added revenue within three or tour years. !he 

adoption by Oongreu ot a progr- which oo..tte ue to a 

trend toward a balanoed budget during the next tl.n year• 

is, in my opl.nion, muoh more 1.mportant than the exact date 

ot budget balancing. Suoh a program seems to me to pla:r a 

vital part 1.n inoreaaing the national income. 

Ve must rely upon business to provide employment 

tor at least the great majority ot our men and women ot 

working age. I have suggested some tax revisions vhioh 

I believe would remove apeoitic obstacles to business re­

covery and reemployment. But the problem is muoh broader 

when the uncertainty ot conditions abroad is coupled with 

t he uncer tal.ntiee ot an unbalanced Federal budget at home 
and when the road toward a balanced budget has not been 

charted. !he man who has saved money or who is 1.n charge 
ot a business enterprise may retuee to undertake an 

ordinary investment or expansion. He knows that bueineae 

must sometl.metaoe new taxes heavy enough to bring the 

budget l.nto bal.anoe, perhaps even heav:r enough to reti.re a 

sizeable part ot the publl.o debt. He oan not know mere 

these taxes will tall. He oan not reasonably foretell 

what atteot ther mar have on the undertaking vhl.oh he hae 

coneidered. Beoauee he oan not toreoaet t he tutura, he 

marks tae. !he result 1e bue1nees stagnation not the 

13 
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steady bueineee advance which hae been characterietic of 
the country. It 18 • l" d ncere hope that th1e Oongre .. , 
this year, ¥111 d1epel much of th1e uncertainty by pointing 
the way which tax policy and fiecal policy are t o move t oward 
a balanced budget . Bue1neesmen would then have the statement 
ot Government policy on which they could rely i n aesayed 
future bue1neee collll1tments. 

Because Congress votes t he taxee and appropriations 
ot t he Federal Government, i t alone is able to gi ve t o 
busineeemen the aeeurance wh1oh t hey desire. However, in 
olosing, I should l i ke to suggest . tor your consideration 
steps which seem to me would lead toward a balancing of the 
budget some time w1thin the next five years: 

First, the continuation or t he sales and 
excise taxes which otherw1se expire this year. 

Second, the pr ogram of tax adJustment and revision 
which I have outlined above . 

Third, an increase in the mi ddle bracket income 
tax r ates, a reduction of the i ncome tax exemptions to 
$8oo tor e1ngle persons and . t2, 000 tor married persons, 
and an increase in the esta te tax and gi t t tax rates, and 
the lower ing ot state tax-g1tt tax exemption. 

Fourth, and moat important, a declaration by 
Congrese i n unmistakable terme ot a policy which would 
lead toward gradual balancing of the budget . 

14 
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TELEGRA!I SENT 

JR 

AM EMBASSY 

LONDON (ENGLAND) , 

RUSH. 

252 . 

GRAY 

April 12 1 19:39 

2 p . m. 

From Morgenthau for Butterworth. 

Please bt at home at 5 o ' clock Yiashington timE 

today (r eptat today) to expect tElEphone calls . 

EA : FL: HJJII 

HULL 
( HF) 

15 
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JR 

AM EMBASSY 

PARIS (FRANC£ ) 

256 . 

RUSH. 

T O.£GRAll SENT 

GRAY 

April 12, 1939 

2 p . m. 

Fr om Morg Enthau ror Cochran. 

"ltast bE at homE at 5 o ' clock Washi ngton tim£ 

t oday (r t pEat tod~y} to ExpEct tEl EphonE calls . 

£A : FL : HJM 

, 

HULL 
(I:IF) 
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P.AR.U'IIR.UI OJ' 'fm.JOIW( RIOIIVID 

ntOih Aaeriou lllbu8f, Parb , J'ranoe 

D4'1'1: April 12, 19S9, 8 p.a. 

10.& 711 

ntOII OOOBRU. 

4 11 ttle aterl1na waa acquired by the J'renoh 

control today on a market which w1tneaae4 neither much 

tluctuatina or tra4111g . The rente &nd ahare muketa hera 

are likewiae awa1 ting etatemente tomorrow by the French 

a nd British premiere. '!'he tenae international situation 

meanwhile haa ita effect on theee markets, although they 

are not panicky. 

BULLI'1''1' , 

.. 

17 
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P~'!'UL PARAPJIRU& OF TKLJCW &M aft. 

!0& .&Dler1oa lllbaaey, Lccdoa, Jllcl&Dd. 

DATEi April 12, 1938, 8 p .a. 

Jo.; aM 

J'QR BUf'l'IRWCit'!'H J!lOil IIORI'l'AJ!.T Or '!'HI 'f'UASTJRT. 

There ie quoted below the text of the inquiry wh1oh 

y~u are to c~oate to the Britieh Trea.ury, ae you 

were 1netruoted oTer the telephone thie ~ternoon1 

1 '!'he countriee who are ••bera of the TripartUe 

aooord and their natiODale now hold in the United Statee 

over t!SOO million of earmarked gold, OYer tl billion of 

bank depOe it a, over $a billion of .American eecuri tiea and 

over tl billion of dtreot inveetmente. Doubtleee each of 

the oountriee 11kew1ee hae eubetantial holdinga of aeeete 

in other oountriea. 

It haa been the pol1oy of the United Statee tli!eely 

to offer ita belll::ing, inTeetaent and gold fao1lit1ea to 

18 

the goTernaeate and 118.t1on&la of foreign l&Dde end thue to 

proTide a h&Tea for tunde eeelt1ng inTeeteent and eeourity, 

and it ie our hopefUl dee1re, ae it ia no doubt youre, that 

we ehall be able to continue to do eo, 

We feel that the intereata of the aebere of the 

Tripartite Accord now .ake 1t dea1rable that there be 

proapt conaultation directed toward protecting the 

eeour1ty, o-odi ty &JII1 aoney -.rketa in the went of 

war 
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ar ia aarepe, Ull ac:rMial •poa etteou" --• fn 
thd purpoae; with pe.rUnlu repr4 to pr•••Uq paaioltJ 

•rteUag and uUlhaUon of •••-'• 111. tlia .utn• of tu 

other ooatrlaa. 

Our j oint int ere at in thia probl•, t opther with 

the record ot aatiatacnory oooperauon uoag the ••bera 

adhering to the Tripartite .t.ooor4 ahwl4 aanre tlla 

euooeaa of auoll conaultati011.a. 

Wa would appreciate a proapt' ezpr~aaioD of the 

19 

atU tude of your GoYerll8ent With r .. peot to thia propoaal. • 

You ara requ .. ted to nplaiD olaarl:r, when yn 

preaent th1a, that ill _ao doiag you ara aot iadioaUq 

that i-d1ate ooDtl1ot 1a expected. 

O .:!V Il~Jil 

, .. ,.,dOli • t~"'' '"' 
""""'"' .. , ~ 0 ., 

_ .. __ _ 
lA aLII 
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PARTIAL P~E 07 TU·IQR+¥ SliT 

TOa .Aaerioan :r.baa.,., Paria, rruoe 

JjATE1 .April 12, 19:59, 8 p.a. 

10.: ' 261 

FOR OOOH!Wf J'ROM THE 8EORftARY OJ' THE TREASURY • 

There is quoted below the text of the inquiry which 

you are to ooaaunioate to the financial authorities 

of J'ranoe, Be}&iwa, Switaerl&Dd and the letherlands, as 

you were instructed over the telephone this afternoOn! 

•The countries who are m•bers of the Tripartite 

.Acoord and their nationals now hold in the United States 

over $500 million of earmarked gold , over $1 billion of 

bank deposita, over $2 billion of .American securities and 

over $1 billion of direot investments. Doubtless eaoh 

of the countries likewise hae eubstantial holdings of 

assets 1n other countries . , 

It baa been the polioy of the United States freely 

t o offer its banking, inveetment and gold facilities to 

the governaents and nationals of foreign lands and thus 

t o provide a haven for funds seeking investment and 

security, and it is our hopeful desire, a s it is no doubt 

yours, that we shall be able to continue to do so. 

We feel that the intereeh of the m•bers of the 

Tripartite ..&.ooord now make it desirable that there be 

pro11pt consultation directed to•rd protecting the 

seouri ty, ca.modi ty and csoney markets in the event of war 

in Europe, &lid agreeing upon effeouve aeaeures for 
• 

that 

20 
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tllat pv.rpoee; with parU!)ul&r U&U4 to prennUJIC pan1ot)' 

aarketina and utilisation of aeeete in the .arkete of tbe 

other oountriee. ' 

OUr 3oint i ntereet in thie probl .. , t ogether with 

the record of sat isfact ory cooperation among the aeabere 

adhering to the 'l'ripartite .locord lhould a11ure the euooe• 

of euoh consultatione. 

We would appreciate a proapt expreesion of the atti­

tude of your Ooverllllent w1 th reepeot t o t his pr opoeal•. 

You are requested to explain cl early, when you 

present this, that in eo doing you are not indicating 

that 11!11Ded1ate conflict 11 expected. 

BULL. 
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lfl", ~. ~tal AUaollol ~ Arc-U•, .,., \laia -.-

111& \o ... •• ~Mr•H1'7 aa4 •• 41-• tM t~lal au-.u .. *1AIIl 

.lrpaUa faooa at tll.o -•· !llol laoro\U7 o:q~raa .... Ilia WU'Il 

~tilT for .lrpaUaa1 a pra'bl- u4 a\aio4 ibai ll.a WO'Al4 'bo au:l.na 

\o oooperato 1a ~ ~ paullola \o ltriJI& a'b.U a olo,... raloUeulaip 

'boi- \ll.a iwo ooutr1u, .. -cpa\84 tbai lfl", Ir~TO&- 41-• 
\ll.aao pro'bU.. 1a cr••• uv.u wl\11. w»•f, ad. \lao 41-ai• 
•• -.rrlad. oa 'bot- IM»•d aa4 Irippa 1a \ll.a at._, 

llr, Iri&oTO& aV.to4 tbat 0111ac \o \be uta•ara'blo trad.a 'baloaoa 

11h1ch .lrp!lUD& •• OlQ)arlaaoiJI& at tll.o prueai tiM it 1I01Ilf. 'bo 

..... IIAI'T for u.-u- io -· foratca embnp '117 tba aalo f/1 

a porUea of lh pld. lleld.laca. Ii llppll&'•ilT aa aot f-.l'blo \o 

float ~ 1'llrill.ar 'boa4 1-• 1a iM tlalh4 ...... , \ll.a pr•-• 

tiM aa4 tba -..r..-a .ar!Dh -• of c_.ao ut faYOI'O'blo for ' 

'borrowtac. !llol loot h ... of Ar&OilU• d.ollar 'boa4a bad. 'b- fl•v.d. 

1a \ll.a '1Jalto4 ltatoa n a ta-JWor 'boola •• prlftta laYQiara wera 

aot raoapUn \o forotca la ... • aa4 U ba4 'boa )lapo4 \ll.ai tM loloaiD 

WRl.d. iana\ 1a .... 1a*-M'1&r7 'boeU, !Ilia h ... - aoi a -·· 

........ 111ac ., • u_. ... tacalrod. ...,.illolr iMn-. ~ 

~ la alch iM llllio4 ltatea ~- WI Oft14 Male\ .lrc-U•. 

J.oobbaa' paiato4 .. , ill&\ \1M ~. _._ pan: • at pr•-• 

&ftlla'bla, ND1d. Pll'.-.. pld. fr• Arc-U• aUUr 1a Wn Tarll: or 
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llr. Outfield 

11r. F:>lBJ 

TREASURY DEPARTMENT 
INTER OFI'ICE COMioiU NICATION 

Re• S. 2045 (Brown Bi ll) , To tranafer bank examin~~­tion and supervision functions to the Federal Deposit Insurance Corporation. 

It 1a r<y opi nion that the Treasury Deportcent ahould opoose the 
enac t<oent of S. 2045, einco, without regard to the Morita of traua­
fering the fw-.ctions of the Comptroller of the Currency to the Federal 
Deponit Insurance Corpora t ion, so far as the offlco of the Co:optrol-
ler of the Currency is concerned , everything contemplat ed by S. 2045 
C "i!l he core efficiently &ccolll!)l18hed by the proced\ll·e prescri bed 1n 
the Reor ganizat ion Act o f 19)9. 

Pending e caretul ata:ly of the ad-risability of combining in one 
Feder .U a&ency Ul the benk exaAJ.nation and supernsory tuncti>ns and 
o f codifying the Federal lsws r elstill$ to the eXD.l>inat ion and auper-
visi on of banks, I f avor tyi ng the of fice of the Co11ptroller of the 
Currency even 1oor e closely into the Treasury under the a uthorit-J con-
teined i n the Reorganizeti on Act of 19.39 . I am not express ing an opin­
ion a t this t ime a a to whether the off ice ahould be retai ned i n the 
Treasury per::aacently, but so long as i t is in the Dc:partlllent, the Secre­
tary of the Treasury should ha•e wiequate contrDl to assure tha t tho tunc­
tiona a nd dutiea of the office are fullT and effectiYely carri ed out . 
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April 12, 1939, 

Berewttb t. a final ••u.&te ot ~ at.tu ot ~ JwoopMD 

aituatiOD llbicb 1a 9V7 larp~ t._ 1Ator.&ti01l rac.iftd b7 ~ 
St&te D.JI&l'tMDt, u ... u u throup oar owa aoaroea, 

Incl. 

I 
1 'I 

.. 
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CONFIDENTIAL 

WAR DI!PARTMI:NT 
WAR DllPMTMENT C1DtDtAL rr/IIP 

April 12, 1939. 

LZ!ORANDUK FOR THE CHIBl' OJ' STAJ'J': 

Sub jeot: The European Situation. 

G-2 
111 

Following is a res\111111 or into~tion received troa official 
sources: 

General . There is little fundamental change in the Euro­
pean situation as previously reported. In general the atmosphere is 
diplomatically and lllilitarily tense . Official intormation is lack1ng 
as to any precise British commitments to Greece. However, on good 
authority it is reported that the Turkish Government has been in.­
tormad that an attack on Greece would be regarded b:y Great Britain 
and France a a a • cauaua belli . • It is known that the Greek Govern­
ment ia awaiting sou state01ent from london, and the atmosphere there 
is described as one or hope and contidence resulting trom a firm 
stetel!l8nt by the Greek Prellll.er and "rumors" or British tl.rmness . 

A convincing anal:ysia or the Soviet position by our Charge 
d • Affaire a in lloscow concludes that the Bonet will remain aloof 1n 
all respects trom the Buropean situation as long as Sonet terri tor;y 
and interests are not immediatel:y affected. 

lalill tarz. No details are known as to moTement or British 
and French naval vessels except that on April ll the British flag 
ship and numeroWI war vessels were in the port of llalta. On April 10 
nine British nasals are reliabl:y reported to have deperted hurriedly 
trom Tunis. 

The lalill tar;y Attache in Faria was intormed b:y the lalinistr;y 
or War that France ao tar has called up tor eer't'ice about 130,000 
specialists, assigned principall:y to rortitication troops . All 
leaves tor otticers IUid men havs bean cancelled and antiairorett 
artiller;y is being installed 1n France. 

The Ambassador in Italy reports that Ro1lle 1a filled with 
lll&ll7 alarming rumors, none or which can be contirmad. Among these he 

CONFIDENTIAL 
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Mntiou that tha .Uban1an toro. ia to ba lncrea .. d to 100,000 MDI 
that a.~ troop tra1na han been reported pa .. ina aoutlmard tJuooup 
Rollll; and that n-roua clauee are baina called into Hrrtoe. Ba 
caret'ully rei t.ratee that these are ruaora , 1!18 tisure ot two 111111on 
•n abortl7 to be under ama in I tal)' • reported b7 tlw :French Int.lU­
genca Samoa, 111 bell and b7 thh D1 Tieton to be ~tl7 a:maserated, 
In tact, it 1a euapect.d that some ot the reporte turniehed b7 the 
JHnch Intelligence Serrtce are rele ... d to our Kill tar)' .lttaclw tor 
propapnda purpoeea. An est,._h ot all Italian torcee 'llith the colora, 
1nclu41na those 1.n :last Atrtca, Libn and Spat.n, 111 beUeT&d not to 
azcaed l,ZDD ,OOO Mn. 

1!18 Y1141PslaT1an Kini.Wr ot 1far tntomed the British Kill­
tar)' Attache in Belgrade that the ItaUan azpe41t1onar)' toroe ..tUoh 
occupied .Uban1a couhted ot tlw 9th Jorwrr Oorpe, conteh! ng two t­
tt.ntr)' d1Tie1one and one •chanized d1T1s1on. 1!18 aue eutborit)' atetad 
that tlwre as no Oe~ concentration on Yugoalarta •a norther~~ tron­
tiar, and added that no tear •• telt ot 1.nne1on tr<a either tront1er. 
The Bulgarian K1Utt.r7 .lttacu 1ntorMd tha ..._rican lU11tar)' Attach& 
that ha ftS ott1c1all)' adrtaed that Bulgaria baa DO intention ot ln­
n41na YU41Pal&T1a, regardless ot 'llllat Italy 11&7 do, De apt te thaaa aa­
aurancu, ho•Ter, the YU41Palan are artreael)' euap1c1oua ot Bulgarian 
intentione, 

Orealt troope are reported to he continui.ng concentrationa 
alona the trontiara both ot Albania and Bu.lpr1a, and it ia eats.-ted 
that eo• llO ,OOO troops are llD1f ill each u:e&• 

On April U the Dutch OoT&mMnt called into eerrtce .,._ 
26,000 reearrtata to garrtaon trcntier poets. The Kiniatr)' ot Detanae 
atet .. that it 1a 11ltende4 to keep theae reaerrtate on dut)' throusb­
cut tlw .-r. The PriM Klniatar •pbaahad that theH MUUMa 
should not be interpreted aa alamill&, but aa natural precautiona 1.n 
rtew ot tha general situation. Ba nanrtlwlaes poUted out that tba 
Dutch •re deterainad to -.1nte1n their indapendenoe IUI4 neutraU t7. 

~~-s. R ••• )(oOAJW, 

Oolollal, 0 . I. 0,, 
Aeaiatant Ohiat ot Start, G-2. 

CO NfiDENTI AL 
-a-
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HIIJ'r: 

Oper ator: 

HMJr: 

HMJr: 

Hello. 

Kr. Ba111e. Go ahead. 

Hello. 

Hello. 

Earl? 

Good mor ning, Henry. 

April l.a, 1030 
0 : 12 • •• • 

29 

How are you? Are you at. your ottice? 

Yea, I 11111. 

Good ! Can you t.al.lt? 

Yea. 

Earl, I wanted t.o drop t.hiB thought into your mind, 
and that iB that it we should have a world war I'm 
thinking or a tew paople that I want. to talk to ••••• 

Yes • 

•••••• about the possibiliti es or coming down here on 
a dollar a year baeie. 

Yea. 

And I wanted you to be thinking it over. See? 

Well, how lllll!lY do you - - how IIIII.DJ' people have you ln 
mind, Henry? 

Well, I tell you, I've got three or t our in mind . 
I ' ve got you ln mlnd, and I' ve got Tom Sait.h ln a1nd, 
and I've got -- I don't know whether you know Baell 
Harri s or not . 

Who? 

Baell Harris. 

No . 

Well, he'e a -- a tull partner in the U.S. Shipping 
Linse . 
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Yeah. I 1 Ye heard h1a na.a. 

And hla tor -- )'OU aae, we 1 d haYt t.o t.alte over all t.hll eh1PP1n8 and ouet.oae and all l!lat. et.utt. 
Yeah. 

What.? 

I sueae )'Ou can -- he'd be a tlne peraon. 
You ••• what. I 11111an? And I want aoaebod)' alee on the Central Purchaalng, but. I haYen 1t been able t.o set. an agreeaent. wlt.h the Preeldent. on it. 7et.. 
Yeah. 

But. lt.'e perteot.ly agreeable -- 70u t.bree are t.o hla, but •••••. 

Well, Henry, I -- I will think it. oYer. I hope we don't. ever have t.o deo1de it. . 

Well, the point. that I have in clDd ie t.h1e. aeklng t.heee -- then beeidee that. I'• eet.t.1ng adyleory board ot econoalat.e. 

Yeah. 

I ' a 
up an 

Ot Walter Stewart. and Reitler and Viner and Haneon ot Har.ard. The)' haven't. all aooepted )'at. You eee? 
Yeah. 

To e1t. here with no ada1nletrat.ive reeponaibilit.tee , but. Juet. t.o think. 

Yeah. 

You eee? 

Yeah. 

And I -- thla ie Juet et.riot.l)' betw•en )'OU -- I wanted E. R. 8t.et.t.1niua with Central Purchae1ng, but tor eoae reaeon I waen't. able t.o set. lt. ~ the Preeident. . 
You wanted who troa there? 

8t.et.tlnlua . 
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Oh, yea. 

You eee . . •. . . 

Yea . 

•• •••• to take over the Central Purchasing . 

I'm not sUre that the -- in thie one case your boas 
waan' t right. 

Really? 

Yea. 

I eae . 

I -- I don 't believe he'a got quite the ability be 's 
auppoaed to have. 

Oh really? 

I may be wrong about that, but ••• •• 

Wall, the President shied away. Now, what I'm doing 
ia, you see, I'm setting up this machinery -- even if 
I want to do it down to the point or having a deak 
and clerks and everything ready. You aee? 

Yeah. 

And so if you thought thi s thi ng -- and what I had in 
mind I wanted you to do waa thia -- this question or 
-- we ' ll have to have aome sort or ex-- or modified 
or some kind or exchange control of all the reat or 
that, you aae? 

Yeah. 

And I -- I want, what Lhey call 1n shipping, a couple 
of trial run a. 

That' e right.. 

In the strictest of confidence to aea if the thing is 
all ready. 

Yeah. 
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So that it, t or instance, there'• a world war to.orrow 
that the place would be read7 tor Earl Bailie to co .. 
in and dt and he'd have the .. ch1neey aet up the wt.7 
he wanted it. 

I get you. 

You aae what I aean? 

Yea , I get you perfectly. 

Because onoe the thing breake it'e -- it'a Juet a .ad 
eoramble. 

It 1.ll be quite active 1t it breaks. 

And I want each or tbeae people, it I can get thea and 
they want it, to oome down and go over the lllllobi neey 
and know what lawyers they want and what clerlta and 
everything and have everything read7 eo 1t '• Just 
a question or opening ~our dealt and there i t ia . 

Right. 

And that'e the way I think to keep ue trom having a 
panio. 

I quite agree. Well now, Heney, when you tallt about 
exchange control you have the -- you have the idea 
ot the gold aoveaente and •••••. 

Well, I -- yee, gold aoveaente -- I mean, we have 
these huge foreign earaarlted depoeite here, you eee? 

Yeah. 

I mean, atter all, we 're the eatety depoeit vault of 
the world. 

Yea. 

And what I want to do 111 to do eve%'7thing pouibla to 
keep a algn open 1 Bua1naaa1 aa usual. 

You bet. 

And -- and to aeeume the world power role wbioh we 
ought to. 

Right. 
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And then, I mean, tbie whole queetion or - - under ~ba~ 
licenetna, and purcbaeing, and ~be whol e bue1neee or 
handling world money. 

Right . 

You eee? 

I get you perfectly. 

Now, what I want Tom tor ie the Treaeury'e poeition 
in connection with national banks. 

Naturally. 

You eee? 
very 

Which would be/-- become very active . 

Very active and -- we had ••..• 

Particularly it -- it Congrees hasn't gotten around ~o 
fixing 1t so that Eooles has all the power the way be 
asked tor 1t the other day. 

Did you eee my answer? 

(Laughter) God , I got a big laugh out or hie etatement, 
Henry. 

But did you eee my anewer7 
~ 

Yes, I did, and I thought it was perfect. 

That I wae ~oo busy. 

Yeah. 

What? 

Yea, I thought it wae perteot . 

Yeah.' 

Bu~ I thought it wae -- it wae quite the aoet childish 
thing he'e done. 

Well, I -- I think eo . I think it wae the heisht or 
etu.pidit;y. 

It wae the height or ohild1ahneaa. 
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Yee. 

It ' e a ••~. •e~ babyieh trick. 

Ve~. 
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Well now, Hen~, 1n th1e -- there' • only one problea 
about thie thing. 

Yee. 

Well, there are two probleme, really. Firet, 5• Wall 
Street. 

Right. 

Now the aecond thing ie whether or not I'•• got the 
health to do it . 

Wall, I understand it. 

Which I 'd baye to talk to the Dr. about. 

Well now, what I ' d like you to do, 1f you do~'t a1nd, 
- - th18 doesn 't mean that I'm a.fra1d or -- or thinking 
eometh1ng is going to happen. But I don't know. 
But if you could give me an anawer within a d~ or 
two. 

Sure. I will • ••. • • 

You eae tod~ is •••••• • • 

Ah • ••• •• 

•••.... Wednesday, and if I could have one by Friday 
morning? 

Sure. 

Whatt 

Sure. I'll -- I'll call you up either 'l'hured~ nlaht 
or Frid~ 110rning. 

Good. 

How are you coming on with your ae110randua, Henr.rt 

Well, it'a two-thirde f1Diehe4 . 
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Yeah. 

But I'Te got to blow life into it; it -- it'e dead. 

I get you . 

It - - lt haa no -- lt hae no aex appeal. 

Well, I think there I might be of eo•• help. 

Oh, reall1? 

(Laughter) 

Oh, now, don't you flatter yourself . Well , well, 
well •••. 

One of ~ two or three ~-~-- if I may say ao. 

I see sort of a apeoialty of the house, what? 

Exaotly. 

Well, we'll oertainly try you out. We' ll give you a 
tri al run on that. 

All right , air, I hope it won't prove merely an idle 
boast. 

I eee. Well, are -- are you ooaing down? 

Well now, here 
le . 

here -- you know what ~ sohedule 

Yee, you -- I -- well, maybe -- you oould - - oould be 
~ere Kond_,, ian't that it? 

I oould be there on Uonday if you want me . 

And do you want. to oome down Sunday night and apend 
Sunde.Y night with ueT 

Yee , I think probably I'd haTe to oome down-- get 
there -- oh, around -- well, nine or halt paat., or 
eo•ething ot that kind beoauee • ••••. 

At night you mean. 
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r ... "''d haTe w -d-on a ••8D1Jia Uaia. 

Ull-llllh. 

I 1d loYe to IPID4 the night, U' I oould. 

8ure13'. 

Beoauee Dave il ooa1na hoae tor lunch. 

Right. 

And he • • been haT ina not too happJ' a tiae. 

Oh! 

And I •.•• • . 

36 

•ell now, 70u be -- I -- I want to haTe eight or ten 
people tor supper; now, it you'd care to ooae, we'd 
lou to han J'Ou. And )'OU be perteotl3' tranll:; J'OU 
either ooae •••• ... 

f l'd tt. rd R ooae a erwa 1, enr,. 

All right. 

In other worde, I'd ooae down on a train .••••. 

0. J:. 

.. . ..•. that lett !few Yorlt, • .,. , arouD4 11x and got 
to J'OU about ten • • ••. 

Fine. 

• • • . . . beoauee 1t I oaae earlier 1t would -~ I -- I 
wouldn't see DaYid. 

Right. 

And I and that would be quite eeriou troa h11 
point ot view. 

Oh, I eee. 

8o IUl 

Jlight. 

I 1ll plan -- well, I'll taU: to J'OU -···· 
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.... . on -- on ..... 

At. any rate, we '11 have the bede turned down and the 
hot water ....... . 

0. It. And I 111 t.alk t.o you on Thursday night. or 
or Friday morning, one of the t wo. I'll find out. in 
advance what 's convenient. tor you on t his other thing. 

Yeo. 

It's needless to say, I - - I -- there's nothing I 
would like t.o do better. I -- and I t hink I probably 

. oould -- could do it ae tar as ~ health ie concerned. 

Well, there are t wo things .•••• • 

•• . . . .. . r a ther disturbing. 

First -- in the first place, you could do it and in 
the seoond place, you know Treasury machinery, whioh 
is terrifi cly important. 

Oh yes , and besides I feel, rightly or wrongly, thet. 
-- that. people in the Treasury would rally behind me. 

Right! 

I mean, in a way that -- because I 've been there. 

Yeah. 

And because they regarded me as a fri end and I re­
garded them as a friend. 

Y,eah. 

Tb~t. makes a lot of difference . 

Right. 

And, ot course, I -- I want. to do it. - - I want to do 
it t or you &JlYliBY. 

Well you think it over Yer,y oaretull,y. 

Yea, Yer,y oaretull,y. 

And --and I'll give you a obance to put a little 
BIIB.Y into ~ e1sa,y. 
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(Lauabt er) o. I . I'll ••• 1~ _,ee1t. 

0. I. 

Good b7•· 

Good b.re . 

• 
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Hello, llr . Seoretary. 'l'hie 1& .Ada1ral Leali.T epealt1Jia. 

Yeah, I oalled laet -- yeete~ay afternoon and I •••• . 

I gueee I wa1 ove.r at the White Houee yeaterday attar­
noon when you called, beoauee I waen't here and 
didn't get the meeeage. 

Ye1. 

Well, what I wanted to apeak to you apout, Mr . Seo­
r etar.y, wae th1e. We got a meesage from a clerk up 
in the Aesistant Secretary'• ottioe yeeterday that 
you wanted ue to prepare t or you a daily 1ua.ary of 
the 11tuation i n Europe. 

Ye1. 

And he told you it wae all right, we'd do it. 

y,, •. 
Now, we have no information upon which to baee euoh 
a •UIIID&l7. 
Oh. 

We don 't get report• at all from Europe, and the only 
newe that I get that '• hot at all oo•e• t ro• the White 
Bouee. 

For heaven• eakea ! 

The other depart•ent1 of the Gove~ent don't give it 
t o u1 and we don 1 t get ~, 10 we J u1t havm' t sot a 
l~r)' over here and we can 1 t .ate one up. 

Well I 'll be darned. Well, I - - I thought 1urely 70U 
had I O .. t btng on the Kediterranean • 

.. 
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Wel~ , we haven't a thing. There -- there hasn't been 
a report of any int erest that hae co11e to ue regard­
ing the changing eltu.ation i n Europ e. We Just don't 
get thea. I get a good deal from the White House, 
of course. 

Well ... . . . 

They get it, and I i magi ne they must get it ••••. 

Well, I ge~ what -- what they get. 

Of course, you get that too. 

They get that from the State Department. 

Either that or by direct communication .. . •.. 

Yeah. 

•••.•• with the Embaesies over there . I 'm eor ry, we 
Just haven't got a thing here. 

Well, if it wasn't you, why I'd say 1t was unbelievabl,. 

Well, 1t -- it ' s a fact. We don't get a sinRle report 
about the situation in Europe. I -- I bavenTt the 
remotest idea, f or instance, where any of the ships 
are; except that the British have a fleet -- have some 
ships in the Med iterranean. I don't know what they 
are. The President knows because he t old me yesterday 
he knows. · 

He does know. 

I don ' t know where he gets it . 

I eee . Well, I gueee I'll have to go t o the President . 

Well, I-- there ' s nothing we can do about giving you 
a da lly summary, Mr. Secretary. I wish I oould. 

I thought surely you'd have eometbing. 

No. 

All right. 

All right, eir. 

Good bye. 

Good bye. 
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Go ahead . 

Hello. 

Henr;rt 

How are yout 

Did you haYe a nice tript 

Apr1l la, 18~11 
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Pretty good, Pat. Unf ortunately I wasn't wall aoet 
of the time I wae down there . 

You weren't? 

No. 

Are you all right nowf 

Pretty good. 

I eaw your picture in the paper t he other day where 
you were out paying tribute t o Marian Anderson. 

Yeah. It was a great thrill hearing her elng. 

Yeah, they eay ehe 11 a wonderful e1nger. 

Yeah. 

I'll tell you, Henry, what I called about. 

Yea . 

41 

Mr. Uogh 
otf1oe . . .. 

Harley L. Klogh o~ Chicago -- he'e 1n., 

Yeah. 

And he had eome matter w1th reterenoe to taxee 1n 
·:s~-':54. 

Yeah. 

And , of oouree, I celled up - - I llllde an IQ61161Mnt 
f or h1a t o eee Guy He1Yer1ng. 
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I didn ' t want t o bot her you with a aatter like i t , but 
he 8&id that he'd made an otter -- it had been re­
commended that -- you aee, he's got nothing. You 
know, he used to be very wealthy. The banks out there 
took everything he had and all, and he said t hat the 
matter had been agreea t o and a ll, but that eomething 
had come up in some way - - I don't know -- and that 
kept i t rrom going t hrough, and he wae anxioue to get 
it out ot the way. And 80 I ' ve asked hlm t o talk to 
-- to Guy. 

Yeah. 

And aek Guy t o look i nto i t and so on. 

Right. 

You don' t recall any or the f acts, do you? 

No, I ' m not familiar with it at all. 

Yeah. Well, he wae worth considerable money , and now 
he ain't -- llke a good many others, hasn ' t got any-
thing. · 

Uh-huh. 

All right, Henry. 

Well. No , I'm not at all fami liar with it. 

\ 

Well, I did right then to have him go down and aee Qu77 

Yeah. 

All right . 

Thank you. 

Good bye . 

Good bye. 
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Hello. 

The Attorney General. 

Right. 

Go ahead. 

Hello. 

Hello, Henry? 

A.pr11 12, 111~11 
11:55 &.II. 

Hello, Frank. I bear you ' ve got a bad toot. 

Oh, not very bad. Just. had 1t cut a little. 

Oh, t or heavens aake ! 

It' s all right. 
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That's good. Frank, I sent over to you at the 
President's suggestion last night -- that we get a 
ruling from you on th1e oount erva1ling dut y on Italy. 

Yeah. 

A.nd I th~ught 1f it wasn't crowding you t~o much, if 
you could have that and the one on the mun1tione 
board ready by Friday, if we have a Cabinet meeting. 

All right. 

We might want to take them both up then. 

All right . 

Becauee I ' m not sure -- t he State Department-- Frank 
Sayre wants us to give Italy thirty day•' notioe, but 
I'm not sure that the Preeldent wouldn 1 t want to do 
i t right away, you see? · 

I ' d be a little careful on the way you bri ng up the 
munitions matter . 

Would you? 

The Seoretary is very put out about it tor one thing. 

Yeah. 
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For another, it may be that he will be able to aay with 
some plausibility •••••. 

Yea. 

•• ••.. that the Secretary ot the Treasury ought not to 
be asking tor an opinion, f ormally or otherwiss, on a 
matter within hil own Jurisdiction --I aean, within 
the Jurisdiotion ot the Secretary ot State's department. 

Oh! 

Now, ~ people here raised that, and I told them to 
t orget it. No m~tter where it came trom that the - - a 
member ot the Cabinet wanted the advice ot this depart­
ment as to the law, and that was enough. 

Wall, I -- atter all, I'm e member ot t he Munitions 
Board. 

Yes, indeed. 

And I ' m responsible to Congress and not to the Secreta~ 
ot State. 

Well, but the other part ot it is, Henry , the - - doesn't 
the State Department alone issue these licenses? 

Well, I suppose. We • . ..•. 

The Munitions Board takes no action on it. 

l'ell ..... . 

And hasn ' t. 

Well then that -- that's our negligence, isn't itt 

I don't know. I think that you set up some regulatory 
procedure tor that . 

Well • •••• . 

Whereby the State would -- State Department had ooa­
plete control over it . 

Well, let's put it on thia baaia. Supposing we bad a 
Congressional investigation -- supposing some member ot 
Congress telt that the Munit ion• Board, through granting 
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thee• l ioeneee , wae not liYing up to the law. Wouldn't 
I, ae a aeaber ot the Board, be held Joint~ reeponlible 
or would Mr. Hu11 be held r e1poneible? You •••• 
that ' a the question. 

Mr. Hull would, I t htnlt. 

You mea.n I ' d haYe no reaponaiblli ty? 

I doubt it. 

Well that's, ot oouree, where our attorneye dttter. 
They teal that I am peraonal~ responsible. 

Uh-huh. 

And that -- that ' e what I want you to tell me . 

Yea. 'll'ell • •.•.• 

I mean, it-- i t you give me •.••. . 

Well, t or the time ••••.. 

Seo, it you say to me, ae Secretary ot t he Treasury I 
have no responsibili ty •.... 

Ua-ba. 

••••••. that' e one th1.ng, and I -- but our people here 
teel that I haYe a distinct responsibility ae a 
member. 

Yes. Well, I Just thought that tor the time being, 
Henry , I ought to -- i t would be worth while tor you 
to keep it in mind before you bring i t up. 

Well, I t ell you what • • ••. . 

Thera'a teellng over ther e about it. 

Supposing you and I, before we do anything, baYe a 
dreea reheareal? 

I think eo. 

Atter you ••• ••• 

That ' a the thing to do. The other matter you oan 
bring right up and I' 11 haye an opinion reedy tor 
you on it. 
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But ....... . 

On the countervailing duties. 

Our boys gave it to Judge Townsend. The countervail­
ing duties -- it's in the hands or Judge Towneend 
they tell me. 

Oh, it 18? 

It went over last night. 

Um-hm. 

I mean, I addressed it to you personally , but they eay 

it's in the hands or Townsend that's t he counter-
vailing duty thi ng. 

Um-hm. I'll oheok on t ha t right away. 

But on -- on this Munitions Board -- when you -- when 
you're satisfied, let 'e have a dress reh earsal. 

All right. 

As t o what ie my responsi bility as a member . 

Um-hm . 

See? That's what's bothering me. 

All right. All right, Henry. Now, say -- hello? 

Yes? 

I went through the report on t he Annenberg case • •• . 

Yeah . 

• • . . . • IU'selt •••• • • 

Yeah. 

the head ot the department. 

Yeah. 

And one or t wo othere; am arranging t or the oomm1e­
eione be given tor t he members ot your etatr. 
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Yeah. 

Ae epeol&l auietant1, and with Jur1ediotion ~here 
in the COUDtrT that 11 niOell&rT 1n thie 0a1e; • •• ,,, 

P'inl ! 

••• ••.. will oo-.illion the able1t men tro• ~ own 
depart•ent . •••• 

Fine! 

.•..... and haTe -- ut it up with a good w.allop 10 it 
will go ri.ght ahead without dela.J. 
1Att.a a boy! 

And then I'm making a eearoh t or the be1t trial man 
that there ie aTa1lable in the State ot Illinoie .•••••. 
Grand ! 

.••. . • that I'll oommieeion to go along with t hie 
So we ' ll get up a etatt a nd a eetup here that they 
oan 1t beat. 

Wondertu.l ! 

Ir neceeeary , why, I'll take a Tieit down ther e too 
myeelr. 

Wondertu.l ! 

So we won!t be out1aarted on t hi• thing. 

Well, that - - that'• the be1t. new• I ' Te had today. 

All right, HeftrT. Get the Skidmore and the other 
thinge read.J. 

Yeah, I 'm putting all t.be pre1eure on it po11ible. 

All right. Good bye. 
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•..... that-- the letter business. I talked it over 
with Leo and with Uerriner. 

Yee. 

It ' s difficult to clear lt 1n the sense of havlng 
them agree ••.••. 

Yes. 

Leo, I think, doesn 't teel as strongly, although he - ~ 
reels that lt 1e a mis take, as Uarriner does. • 

A mistake? 

Yes. Now, Marriner takes -- t akes the pos1t1on that 
it's - - it's quite obJectionable, and he ' s wr1t1ng me 
a letter about 1t. He has put 1t before his Board and 
he is voicing hie obJ ections 1n that. letter. 

I eee . 

Now, he asked me , . as a courtesy t o hie Board, not t.o 
present the letter tor algnature to Kr . Giannini until 
hls Board had a chance to register 1ts obJections. 
I said I thought that we would grant that. Now, I 'm 
Just wondering whether - -I 'm wa1t1ng f or that letter, 
and when 1t comee 1n, or course, I'll bring 1t rlght 
ln and show lt t o you I'm J ust wondering now -­
G1ann1n1 ls here and, ot course , I 1 ve been hold1.ng 
hlm at arm's length. 

Yeah. 

It seems to me that we have a direct order f rom the 
President ot the United States, air, 

Absolutely ! 
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And I Juat don't teel, pereonall7, like a1eualng the 
reepon•1b111ty ayeelt tor not carrying out that order. 

Well .. . . . . 

I thlnk we ought to wait until we get th1e letter 
trom -- trom Karr1ner as a -- I thlnk that •uoh cour­
tesy 1e due him. 

Why don't -- 1t I may otter a e~eet1on -- when you 
get the letter trom Karr1ner, let a you, Ranee and I 
e1t down. 

Right. Fine. 

As soon aa you get 1t. 

I -- Just ae eoon ae I get 1t, I'll bring it right ln. 

How's tbat1 

Tbat'e tine. 

0 . K. 

Right. 

Good bye. 
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Butterworth: Hello. 

L: 
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Hello, Butterworth. 

Yes , air. 

This ie Lochhead calling. 

Yes, how are you? 

0 . ·K. Butterworth I'm going to r ead you a st atement. 
Have you penoil and paper to take it down? 

Yea , air. 

~e.ll, I'll read this and then-- and then talk to you 
about H. 

All right. 

Ready? 

Yea . 

"The countriea who are members of the Tripartite 
Accord and their nati onals now hold i n the United 
States over $500 million of earmarked gol d , over 
$1 billion of bank deposits, over $2 billion of 
American eeourities and over $1 billion of direct 
investments. Doubtleee each of the countries like­
wise has s ubstantial holdi ngs of assets in other 
countr ies . 

1 I t bas been the policy of t he United Statee freely 
to otter He banking, investment and gold tacil1t1ea 
to the governments and nationals o f foreign lands 
a.nd thus to provide a haven t or funds seeking invest­
ment and security, and i t ia our hopeful desire, ae 
it ie no doubt yours , that we shall be able to con­
tinue to do so. 
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•we reel that the intereete or the members or the 
Tripartite Accord now make it deeirable that there 
be prompt coneultation directed toward protecting 
the eecuri ty, oommodi ty and money markets 1n the 
event ot war in Europe, and agreeing upon eftective 
measures tor tha t purpose; with particular regard 
to preventing panicky marketing and utilization ot 
assets in the markets ot the other countries. 

•our Joint interest in t his problem, together with 
the record ot eatistactory cooperation among the 
members adhering to the Tripartite Acoord should 
assure the succees ot such coneultatione. 

•we would appreciate a prompt expression ot the 
attitude ot your Government with respect to this 
proposal.• 

Now, do you think you'll have that O.K.? 

I do. 

Well now, this message has been telephoned to Cochran • 
this evening •.••. 

Yeah. 

.•... with instruotions that he gat in touch ·with France, 
Belgium, Holland and Swit~erland, and communicate it 
to them. 

Yes. 

This ie more or lees in connection with the outline 
that you gave in your number 428. 

Yeah. 

In other words, your people on that aide have AP­
parently made their dec1eion already. 

Yeah. 

We a.re considering it trom what ettect an outbreak ot 
war on the other side might have on our markets. 

That's right; I understand. 

And eo we are sounding out theae other countries, 
through Cochran, to find out how they teal about it. 
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Yeah. 

We hope that they will be sympathetic and inciined to 
cooperate. 

Yeah. 

They are Just offering the euggeetion Just now. 

Yeah. 

And -- and Cochran is going to report by to.orrow -­
I think at nine o 'clock his time or to~ o'clock our 
time . 

Yeah. 

The Secretary wants you to give this to the Treasury 
on your side and let them know that Cochran is com­
aunicating it to the others. 

Yeah . 

I don't think it calls tor very much expression on 
their part. They've already expressed themselves. 
But the -- that is the way that we feel we should 
start this. 

Yeah . 
also 

And the Secretary/requested you let Kr. Xennedy know 
about tbie the first thing tomorrow morning, becauee 
he telephoned on Saturday and wanted to know, I think, 
what action we were taking. 

Yeah. 

And this bas been in consultation with the S.E.C. 
and Federal Reserve, and eo tortb. We've communicated 
and agreed that this would be the first approach. 

Yeah. Right you are, I think. 

Now, I don't 
the moment. 
transfer you 

Yeah. 

know ot anything further at the - - at 
When I finish here, I'm going to try to 
up to the Secretary ' s houee. 
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He was Just. started on the wa:s 
came through and if he get.e 
time he probably might want. t.o 
of momenta. 

All right, now , Arohie7 

Yes. 
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home when this oall 
if he 's there by that 
speak to you a couple 

Let me ask you a question. What's the -- what ' s the 
difference in -- in that first paragraph between 
direct i .nveatments and security investments? 

Well, those are more or lees fixed investments, I 
think. 

Yeah. 

The way they -- t hey fix that up. You eee , the two 
billion of Ameri can securities •••... 

It's more or lees-- in other worde • •• •... 

And then one billion of direct investment& would pro­
bably be stuff like real estate and things like that. 

Yeah. 

Those are fixed inveetmente. 

Right. 

Now the - - the feeling ie her e that it might have - ­
with all this big amount over here, they might have 
quite an effect on our market. 

Yeah. 

And we 're not doi ng - - we ' re Juet calling attention 
to the tact - - to the other people that they owe 

something to us i n keeping these market& steady. 

I understand. 

And -- more or leee, not threateni ng anything but 
Just pointing out to them that they should give ue 
pretty good attention. 

Yeah. Archie? 

~ 
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Yea. 

Do you know a man called Nett? 

Who? 

Nett. N-E-F-F. 

Nett? I -- I don't think eo. 
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Well, he belongs to the S.E.C. and he came over here 
recently. 

Oh I eee, that ' s the new man. 

He 's been traveling around. 

Yea . 

Just between ourselves , last September they were con­
sidering very seriously trying to keep our marketa 
open entirely. 

Well now, l e t me tell you this 
keep our markets open .••.•. 

Yeah. 

•• •.• • Just as much ae we can. 

Yeah. 

we are -- want to 

I think everybody' e reeling ie here that we ahould 
continue and keep thinga juat aa going ae much 
as usual. 

Yea , but we can't attord to have a t lood ot selling 
orders trom the other side. 

And it's tor that very reaecn that we want thie action 
taken to try to prevent any euoh selling, and it any­
thing should break out on the other aide, the mere 
tact -- when it was known that there is going to be 
cooperative a cti on , will probably preyent a lot or 
panicky selling troa people who think that Vt~ tora1~1er·a 
are going to dump here. 
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• 
What ' s that? 

What do you mean about the t act that it would be known? . . 
Well , it after -- it something happens, and we -- it 

was known that the countries had all cooperated i n 

trying to prevent this dumpi ng, there would probably 

be roaseuring. 

I mean, t here's no plan-- I'll Juat get these re­

plies -- to issue a public statement. 

There's no public statement being made at all Just 

now. This 1s"simply a feeler. 

I understand. 

Now, as the other thing too, it's -- you don't want 

to get the impression that we're doing this beoauee 

•e think that the war ie going to break out tomorrow 

No, I understand that. 

we --we're J ust canvassing the poasibilit1es and 

trying to set the house in order. 

So is everybody else. 

Yes. Now, how are things on the other side? 

Oh, they are Just a little bit better today, Archie. 

I sent ~ telegram because we've had a kind of sunny, 

June day toda,y. 

I see , a little touch ot sunshine. 

so everybody ' s better tor no good 

readon. 

I see . 

But the atmospher e remains the same. I ~~n, the - ­

the conditions. 

Yea. 

It has every expectati on that -- t hat 
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That ' s right. Well, I 'm etill- still betting =Yaelf 
that they-- t hat they won 't happen right awa3. 

No , I agree with that. 

I t hink there's a lot of compromising can sti ll be 
done. 

The danger zone, in ~ opinion, baa been and ati l l ie 
that we are going to get into the r eal danger zone 
probably around June. 

That's right. 

We're going t o ha•e a lot of experiences , to put 1t 
between now and then, 

Wel l , that ' s what I feel -- that we're going to haYe 
a lot of alarms and a lot more gold on t he way. 

Yeah. What are we going t o do with a ll t h1e gold? 

Why, it' a no t worrying me at all. 

Good ! 

These the more t he fellows put over here the more 
the more hostage they put over on our good behavior . 

Good ! 

And my feel i ng - - personal opini on, ls th1e: I t's 
not coating ue anything just now. 

Yeah. 

We're not eterllJ.zl.ng it. 

Yeah. 

Secondly, the danger of inflation, and expand 1n the 

credi t baas i s alwaya t here , but where there 's an 
extra two or three billion , it doesn't mean anything; 

i t 's not taken bold. 

Yeah. 
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Thi.rdl,y, 1t the people are goill6 to t.alte .one;r 'OUt ot t.h1e oo~mt.r;r, t.he;r e1 t.her have t.o do it. b;r biQ'ill& our raw aat.eriale . • • • •• 

Yeah . 

•••••.• we have no objection to that.; or our aanutao­tured produote, no objection t o that.. And it the;r don't want those, the only ot her w~ t hey can take their money out i e taking the gold out &gain. 
Right! 

And I think that. - - really, to tell the truth , that th1e movement ot gold hae strengthened t he oauee ot gold, because it ehowed , without a doubt, there'• not another darn thing to take it'e place. No, , personally, I 'm not worried about 1t. 
Fine, Archie. 

I can't eay that the -- the newspapers will agree wi ••• 
No. 

But I -- I -- ~ r eeli ng or worry 1e -- i e pretty well down on it. 

Good! 

Well , I hope you're all right. Ie your tamily 0 . 1.1 
Fine, thAnks, Archie. 

It'e not a very nice atmosphere to live under. 
Well, that. ' e all right.. 

Well, good luck to you, and I'm going to ask the operator to try to ewltch you up to Mr. Korgent.hau. 
Yea, Arohle. It's ni ce to hear your voice. 
Fine. I ' m glad t o hear tro• ;rou. Good b;re. 
Good bye. 

Juet. hold the wire now; I'll try to get ;rou ewitohed. 
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Operator. 

W111 you try to ew1toh th1a call to Mr. Korgenthau 
now. 

All r1ght. R1ght away. 

Thank you. Well, let me know. 

Yes, I w111. 

(Pauee) 

The Ca.nadiane, don ' t you think the.r'd rather have it 
come directly trom me? 

Oh, of course, t hey would. 

Don't you think eo? 

Oh, of course . 

Yes , that ' s what I thought. 

Oh, of course. 

And your people wouldn ' t take any 
it up directly with Canada. 

Oh, yes. 

What? 

1! I t ake 

Oh, yes. Because they are very touchy on that point. 

Canada? 

Yes. 

Well that ' s what I thought. 

I mean, they feel they've got their own Minister and 
all that sort of bueineee 

Well, you m.1ght eort of drop a word that I'm going to 
talk to Canada tomorrow. 

Good! 
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Now, how ~re you betting on war and peace? 

Well, I don't -- I think we are going to haye di f ­
ficult tlme• for - - tor a little whi le, but I think 
that the really critical poi nt is goi ng to oo• e 
about June. 

Not -- not until then? 

Not until then. 

Oh, you don ' t thi nk i t ' s this week? 

No, I don't. 

Uh-huh. 

I thlnk we're going to have alarm but the initiative 
-- the initiative still lies in central Europe. 

Uh-huh. 

And I think that although llr. Chamber lai n may make 
some committments tomorrow ln the House of Commons 
I think the Germans can otill take some stepe to 
consolidate their position. 

Uh- huh. 

And although we're going t o 
we 'd enter the -- to really 
fir st of June. 

have scares, I should think 
face the result about the 

' 

Uh-huh. Well, you ' ll tell Mr. Kennedy about this 
t omorrow, won 't you? 

Indeed, sir. 

And tell him what we're doing on the Continent. 

I will lndeed, sir. 

Uh-huh. All right. That's all I ' ve got. 

How are you, eir7 

I ' m I ' m pretty well. It ' s beetl e as usual. 

Yes. 

Regraded Unclassified



- l1-

HlfJr: How' • tJw naw bab7l 

B: The new bab7 1a tlourlahln&. 

fOUr: 'l'hat'. good. 

B: 

HJ.IJr: All right. 

B: Good night. 

HI&Jr: Good night. 

• 

Regraded Unclassified



HYJr: 

Operator: 

m&Jr: 

0: 

H11Jr: 
Basil 
Harris: 

HlLTr: 

H: 

HliJr: 

H: 

HWr: 

H: 

HUJr : 

R: 

HlLTr: 

H: 

mur: 

H: 

HUJr : 

H: 

RKJr: 

H: 

HKJr: 

Hello. 

Kr. Baeil Harrie at Pinehurst. 

Thank you. 

Go ahead. 

Hello. 

Good morning, Kr. llorgenthau. 
,.:.~-r ---~ 

I hope I haven ' t woke you up. 

April Ul, 111311 
11:21 a . a . 
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No, all you did was you Just hold up my golf game , 111d 
I don ' t mind that. 

Well, I don 't either. 

(Laughter). 

I hope I bring you good l uck. 

Yee. 

Kr. Harris, what I want to ••... 

I don't hear that one. 

Can you hear me? 

Yee, now I hear. 

What I wanted t o euggest to you ie this. Nobody knows 
what ' s go ing t o happen 1n Europe. 

Right. 

Ae I explained t o you onoe betore, it something doea 
happen, I'• oounting on you ooa1ng down here. 

Right! I 'll oome at a moment'• notice. 

But , the machinery is very , very ooa plioated. 

Yea . 

And what I'd 11lte t o have you do would be to Mia a 

couple ot trial runa. 
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Yea. 

And ••• that the uch1ner;y ie eet up. 

Right. 

That 1t. ' e oiled, and that it 1 e what you want. 

Right. 
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And it'e with that that I -- in mind, that I'm calling 
you. 

Yes. 

Because it'e - - it's a -- it 1e a etupendoue taek and 
I don't want to wake up 1n the morning and eee eome­
thing 1n the pa per ; then call Basil Harrie and ·~, 
•come on down. 1 And then have you tind that nothi.ng 
ie ready . 

Right. 

Now, when could you come to Waehington and give it a 
- - a couple or da.Ye? 

Well, I could oome next week. 

Well, could - - were you co1111ng north -- when? 

I could oome, aay Tuesday evening. 

Tuesday evening? 

Yes. 

Well, that'll be tine, and then we'll put the whole-­
that end ot it at your diepoeal. 

Yea. 

I mean, I want to get i t down to a point t hat you've 
got a deek -- you've got the olerke, the attorneye, 
ever.ybod3 t hat you want eo t ha t it eoaething happene, 
all you've got to do ie to open your desk and preee 
a button. 

Right ! I get you. 

And I think it'a terribly iaportant. 
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Right. 

Don't you? 

Well, I -- I '• a little bit awAJ' trom the eoene here. 
It doeen't look eo icportant down here. 

Well no, I don't-- I'm not •..•.. 

Oh -- yes, as tar as getting the thing to work quickly, 
I agree. 

No, I don't -- I -- I'm not trying to toreoaet whether 
there will or won't be, but I don't want to haYe the 
emergency arrive am then try to eet up the aaohlnery. 

No, that'• right . 

You eee? 

Yee. 

So, 1t you could come and epend a couple ot d&¥• here 
and look over what we've got. 

Well, I ' ll oome down TuesdAJ' night. 

Yea. 

I 1 11 report to you Wedneeday morning. 

That'll be epiendid. 

How early do you want me there? 

Oh, ten o'clock. 

Yeah, I'll be there at ten. All right. 

And I hope you -- what do you, break ninety? 

I beg your l)&rdon7 

Do you go under ninetyf 

Oh yes, I oan get well under that. 

You oan. 
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Yeah. 

o. r. All r1&ht. 

All rlght, I'll eee yov then. 

Rigbto. 

Give JobnnJ _, beet, will 70v1 

I'll do that in tive •1nvtee. 

Thank yov. 

Good b7•· 

Good bye. 
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iU. I'LAIIS FOR STABI LI ZING Ul.RKETS 
Ill L VldiT OF /oAR Itl :I:.UROPE npr11 121 19J9 , 

11:45 a .m. 
?r esent: 

>'inite: 

d . ! . Jr : 

rlranto S : 

H . ..: . Jr : 

"ili t e : 

Foley : 

nhite : 

H. -* . Jr: 

hntte: 

lolr . Banes· 
iJr . tillite• 
.!r . Foley , 
Llr. Lochhead ' 
J r . Bernst ein 1 

~ome on, gents . Goa, dun •t do "Alvhonse and 
ut.s t .:m" .:>n me . 

~he e7~ibits ~e have 

~ore t nt.n one copy? 

Lxcus& me - yes . 

Tbonx ;rou . 

Vnc f or w[' , Banes? 

(H .M. Jr. reads silently a t tt.chea 
memoro.nuum entitled "Proposed Course 
of '•Ction f or Tripartite r.!embers 11

) 

Now, toe tr;,Llble wi t h this i s you Llon ' t state 
wnt. t y.>ur objective is in tho begi nning . 

I see . That v,;, s merely our Jlrocram. This was 
t he im,ortant oocument . 

Wnicb? 

'Ibis ;me he re ( • Exhibit. C - Lr &ft ol' suggested 
communic&t i on to members of the Trip&rti t e nccord"J • 
which is tne one tn&t re~uired j us t sort of a back-
gr ounu . 

l 'ha t ' s "C," Mr . tiecretary; thu t ' s r of erred t o on 
~&ge J in paragr uph 7 . 

'there Ner e nwaer ous r e10 SJ ns which led to t het which 
we ' d like t o r bise . 

You navt>n't got t ne stutement of now much eacn of 
the tripar tite members o.m of our secur iti es? 

ne nave ~aatever figure s a re ava ilable, yes . 
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Haven't you got them? 

I can give them to ~ou off-nand. 

viv& t hem to me verbally. We •ll have them lat er on . 
J..nglana 

~nbland has a bout 7JJ million dolla rs. 

Yes . '.!'ne t 1 s t otal, in securities? 

In securities, bonds, and exclusive of cash; 
cash assets, a bout another billion . 

uould t l1a t be public end pr i v&te? 

•h~ t ' s ~ublic and pr iva te sec~rities and bonds, 
prel'crr lld s t ock, r egis tered ln '-ngl11nd; it may not 
ull b e Lnglcnd . Bolland bas about half a billion. 
lorance riB S <.t<>ut 25J t o .3JJ mi l l i on . Switzerland , 
I thin.c, nas t.bol.lt 35J million . :.ru.t 1 s r ough. 
••! t oge ther , about tnree billion . 

I think .<e ought to have s ort of " preamble: "In 
vier: of t oe f ac t t m.t Great britain hss 9JJ milli on 
dolla rs worth of .hmcrican securities, plus so much 
~old on ea rma rk, plus so muoh of t he different 
things , or a t ot a l of ~wo or t hr ee billion dolla r s 
nere; <nd t h&t France n&s so much and Switzerland 
hus so mucn, nolland has so mucu; and in view of 
the fact tha t it has been t he policy of the United 
St a ,es uovernment t o offer u aliven of refuge to 
fund~ see&Lng both invest ment and ····" 

r:'rot ec t ion? 

->ecurity . 

" ··· security; and it is our nopeful desire that 
we Hill be lible to continue to do so; 1¥e tht~refore 
feel t na t in the inter est s of stabilit y it would be 
<iesiruble f or t.ne tri~artite countries to consult and 
s ee 1f .ve can 1 t t!ike steps which are mutually advan­
t ageous for botn tne gover nments and the individuals 
*no have thelr money in our securities and on 
deposit here . • 
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llow, th11t accomplishes my big thought and t he 
hint is that, after all , over the President ' s 
sign11ture we can t omorrow freeze every dollar 
balance here . And if these bastards won't play 
bull, we don 't need to go to ~ongress , we can 
Just l'reoze every balance bere. •'le can't freeze 
their stocks, but we can free ze tneir balances. 
>le Just - the President gives me the authority 
and we freeze t oe balances 11nd t hey can' t t ouch 
a dollar here . r.o1v , having t ha t po.ver, 'He cer­
t ainly w~uld be suckers to sit here end let them 
aump their stocks on us . 

Now, Orea t Britain aa s advised us of the steps 
they 're goi ng t o take getting nold of their 
securi ties, &na tney won' t sell~ dollar ' s 
~ortn of Americ~n securitie3 •1thout firs t con­
s ul tilld us . 
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lio1·:, this pr eucble I 've got is enough of a hint -
tnese f e llov:s &re Smbrt - t o see wbet we 1 ve got in 
wind . "Ana if you boys Hunt to keep sending your 
money over nore • •• 11 - we aon 1 t s ay a word about 
.vhether we wlll or won ' t pt ~ i>J5 an ounce, which 
the French fin~ncial attache only a sked me yesterday; 
Ne don •t r oise that question, you see- "··· but now, 
boys, 1f you Hunt to .1:eep sending snipload ana 
slli; l oud of s tuff over aE.re f or us to look after, 
Nby 1 it1 S onl y fa ir tnat in r e turn for that, in 
case of a Nor la war, the. t. you t ake s teps similar 
to wnut ~ogl&nd nas done to corrul &11 American 
securities Lnd have a committee so that we can 
provi~e the market for orderly business, ••• • -
I won ' t even use the word "li qui dation"-" · · · so 
11e can continue as a pluce .vrtcre you can deal in 
your securities and continue to do so, etc." 

Nov;, I J:?ersonally think - this is a 11 ttle bit new 
to you (Banes) - that it ' s perfect ly pr oper - somebody 
suggested tnet we don't want to ask first- esk tnem 
to do i t, toen tney firs t turn us down and we say, 
".1.11 right, you so and so, we 'll freeze your bal­
ances." ~bat ' s kind ol' llign-handed, isn' t it? But 
we 1 11 throw tile hint out first and then say, "You­
sent your stuff over here; we •ve paid you a good 
pri ce . It's nere now. •le 1ve paid you ;;>J5 for it. 
I t ' s he r e and we ' ll· tuke core of it; it ' s all right. 
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•'e 1ve Just got a 11 ttle f avor we want t o a sk of 
you: that you corra l this s tuff and have the 
machinery s et up t o do it on an hour 's notice, 
so that ne don' t wake up and have sales nere of e 
billion aollars worth of secur ities a t the market 
sane mor ning and Ne 've got t o close t he market. 
Tnen our mhrket ' s closed to you and you've got to 
fin~ yours elves doing business on a bootleg market 
or blt. nlc ma rket, l<ow, we want t o keep our marke t s 
open; we 're the worla center . You own out of a 
t ot al of ••• 11 - our New ~ork stocks total how much? 

150 bil lion . ~ney onn a very small percentage. 

No, oft he t ot al stocks that are r egister ed, what 
proportion a re neld by foreigners? 

I should say a very small per centage . 

Tnere 1 s 96 billion ui vtdea e,.uall y bet ween stocks 
and bonos - ~6 billion t ot al . aarry's estima tes 
sao.Y tnem owni ng ~:o bout five ond a hLlf to six 
billion o r s ll types or investments . 

'lna t i ncl udes ul r ect • 

"11 t ypes of investments . IJivide 1t doun to their 
pr oportion of common s t ocks t o the 44 billion, which 
is the co~on stoc~ t ot al - it ' s Lbout one a nd a 
nulf bill i on t o two bi llion only; in otoer words, 
2/44· 

Just snooting from the hip and no t committing 
yourself, 00>7 does it sound? 

Sounds good t o me . I think also we 've got to do 
sotle t tiings nere a t llome to protect our own 
int erests . :. e•re f oolish, t he way we 're sitting 
nere now, letting the marginal r equlrements stay 
up where they are now, which i s a perfect absurd! ty. 
111 th ll drop in the marke t of the proportions we 've 
had, the firs t thing t ae .r eder al neserve Boar d ought 

t o do is to let t hat margin s cale go rig ht down tbe 
line . The best tiling we did in 1929 was when we 
r educed the margina l r equirement t o 10 percent; just 
s t abi l i zed tbe marke t over night. 

Will you bring t hat up thls afternoon? 
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:tes . 

Ur . Hanes, the re 's a 4uestion ! wanted to bring up; 
I o'IOtlder if you could hl< Ve the liDSWer on it. 'lle ' re 
t alking abou t trying tog et t oese foreign countries 
t o mobili ze their securities end not sell t hee in 
this market . By a ny cnence, has •ne S . E. C. the 
~~tnority by whicn t hey con roh1bit the sole of 
f o r e i gn s ecurities? 

None I tmo.v of . 

loat. Noulo be the idea l thing: if there was any 
author ! t); s!mply not nuve to 14S.< any of tnese 
,:>eople . 

».;> t L l\) <lle.:ncnicel " L Y you can ao it . ~he Stock 
- l<<:ll<.fi6l il£.~n 1 t :.ny .n.y of uoin& i t . Neither lUis 
tne ~ . ~ .~ . i~u s ee, vhen a b~ n.< in ~en Francisco 
.i.s selling f or " bank in '-Ondon, they send the order 
over tut o'lire ;..s from St~n Fr~oncisco . 

i mO>hll tnu :ntJre f ee t tney coulun' t sell f or foreign 
acc.>unt - every broker concerned, if you had Lhe 
p~.let·, w~ ulu have t v s ~; tisf'y ni·~self thh t 1 t Nasn • t 
f o r.ti!ln • 

li t he ~ecret<.ry n:.s the po<o c r of freezing their 
balances so tney coulan 't ta~e the money out, tnLr e ' s 
no incentive to th._m to sell. 

~he part I d on 't ll.<e on tuis thing is, .1. d on ' t .,ant 
t o s:.y 11e 1re going t o ,:>ut on excnange control; J. d on ' t 
think it 1 s necessary, . J. cun c&ll up George narrison 
~ nd say , "George ... ' - I mecn he ' d sit in on the thing 
anyway· we ' ve got to bring hi~ in, he 's our rellow. 
lie !sn i t sitting around the <>o ar d t uying with ideas; 
he ' s 11n OJ.ICrator . l 1 d s&> , " tlow Geor ge, l went ... • -
tne 11ay he dia once before - " ••• .1. want you t o call 
up every banK J,~res1dent in New lork tonight li nd say, 
see , tn~ t this is the Tr eusury prograo and will they 
play bell . • There ' l l be nothing in writing, but 
he ' ll 11et every bank president - every fellow wilWo 
it t•nd tnere l'lon ' t be, as f a r as t he public is con­
cerned,,l<nything that we 've Dlapped on excnnnge 
control . ~ee what I meun? 

I t' s well t o t ry tha t firs t . 
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Ob, it will work, Harry. 

Tha t ' s what ~land does . 

70 

I oe~n Ne sioply call up - George bas t o come down 

oO.> get in this thing: then we simply say, "Now 

veorge, ~ t the ' !.1 JJa y ' wnen this th i ng arrives, 

~t L certLin tiwe, you' ve got to have your machinery 

ret•uy so you c1.n call tnese bLnKs in, ana you may 

~vtn N~nt, afteT' thinking it over, to have them in 

in a.Jv~nce to t alk lt over and see how it feels in 

o<lVtnce . You aon't have t o do what you did once. " 

lie got all tile bunA presidents out of bed between 

1~ and 1 in t he morning . 'lh~>t u lon~ scared them 

nalf tv dea ta . ulla t? 

sure . 

'lhat uas 1vnen ••e put in the tripar t ite , wasn ' t it? 

<'relL:llin&r)· , yes . 

"nd tol d t.hem t o play bt.ll. But i don 1 t want t o -

see .;uetne r Hano:s ana I &rc tniruting - I 1 d like to -

my ob jective is t o try to ,teep the .n1.rltets open - ~ 

"Business us Usuol 11
: tout should be our sign . 

On, of course . It ' s ebSY to close, but it 's a hell 

of a Job to open again; ~nu it ' s awful easy t o slap 

on f orei gn excuange control anti i t 1 s a>~ful hard to 

undo it . • 

I •ve never beE-n r efuseu byE New York bank any reques t 

tnet r• ve m~de; not once . 

Jf course, Nith tne impliea threat, or with thei r . 

~nowleag~- you don ' t nove to tell toe~ that- t hat 

you c~n yUt on e xch~nge control, tnere is o great 

incent 1 ve for them to pl!ly ball. 

r woula substitute f or •excnar.ge control" "the 

cooperat i on of the New );ork bunks . " .1. mean where 

yo u Ql.Ve " excuange contr ol" I• a substitute the 

.'/Or as "tne cooper L tion of the New York ben.Ks . " 

tha t ' s t he way I •d word it. 

I ' m not lt.ying aown tne law . •• e 1 re j ust tElling 
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this thing over . But L wont you t o know bow I 
r eact to it . kr. lianes is -he 'll have his reaction 
aft~r he gets soaked up on this thing, and that's 
the purpose . But I wouldn't talk "exchange control." 

In this communication and in the one that you dic­
t~ted , which I think Re could just take ulmost a s is 
and rephr~se , tner e is no mention of e xchange control, 
but '1e aid think it w&s desi r able to ha ve some impli­
cation of a threat, and tha t' s what the l as t sentence 
h&s - I mean to the f or eign countries. 

"here io your thre& t? 

1he last pbr agraph . 

Which one? 

.c:.xhi bit C . '•ba t ' s t oe document which pr esumobly 
will .;:o t o the other countries, wnich is dis t i nct 
from wha t you woula do on 11 !.1 l.ia~ " here . 

Where is the threat? ~ don ' t see it . 

... he tht•tu .. t is tha t we &r edet er mined - 11 ••• the 
United St~tes Governnent pr oposes to t ake whatever 
steps &re necessar y t o defend its security markets 
from disor uerly li~uidation of securities by 
foreignt:rs in tbe event of CLjor disturbances abroad, 
but to a t t c.in this end we ; refer measures •1licb will 
be consist ent .dth the inter es t s of the other coun­
tries ••• " In other words , we 're r eady t o t ake 
whc.t~ver measures are necessory . ~lse, we•r e 
«froid tnot ••etnerlands und Switzer land, as we 
t alked los t night, might SLY tney •re not r eady. 

\'/ell, trr i t my wr.y . '-ome right out &t the beginning, 
say , "We ve done a l l t his for you, t aken care of 
your ~oney &no taken ca r e of it every day; very glad 
we 've been able to do so, hope we ' ll be able to con­
t i nue to do so . hnd in excb&nge for this great ser­
vice tha t we are r endering you, we would like t o 
bring to~ur attention anothe r suggestion which we 
think would be to the mutual advantage of t he ~embers 
of - all the triperti te members ." You see? 

But I want t o get 1t r lg,ht ln the beginning that 
we 've been doing this f or them, so f orth and ao on. 
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~es, we ' ll pull t hn t right out . 

I think, Johnny - you ~>nd I , I think, are t ogether -
Nhen we get a little bit fUrther a l ong , I want to 
bring in Geor ge !Iarrison and I want t o bring in the 
President of t he New York titock "'r.change, too. I 
mean I fee l we trust them ond let 's show we trust 
them; tell them whet we ' r e trying to do, a sk their 
advice, so f orth, right from t he beginning and not 
ge t t hem out of bed, say, i n the middle of the 
night, hold a pistol to their bead and say, "This 
is .. ha t t he Federa l llove rnment wants t o do . " "On' t 
you cgree? 

~es . 

Nobody suggest ed tha t t oday . 

oill Uartin is awt y . 1 t old bartle tt this morning 
t o ge t ~ill ~~r tin back her e . I think t his is no 
t ime fo r the ~resident of the New York ~tock Lxchange 
t o be i n Ja muicL. Uu sai d he ' s go i ng to get him 
beck . 

vn th;, t prel imina ry sta t ement, i s your thought t o 
include this communi cation f or ~ochron, or did you 
have i n mi nd to put it in thi s - just a program f or 
o ur ac t ion - f or tnis ~ft~rnoon . 

No, what I'm t~lking - no , al l L think tha t I would 
tell these people is this s t Ltelllent, which would be 
tbe s t a t e!l:ent that .ve give t o members of the 
tripartite. 

Tha t ' s right; and tha t ' s wha t yo u were d i c t a ting . 

Yes . ns to t his otn~r s tuff ••• 

That ' s just f or o ur own backgr o und . 

l.lur own stuff ; and they •LL - a little knowl edge is o 
dungerous thing . I meftn if .. e go i nto all the details 
ond all the r est of i t - just be contusing. 

~ight be a question whether this is e recommenda tion. 
Tbis is the power we have , if you wanted t o do so:De­
tht,ng ; 1\"ID ted to make sure t ha t we weren ' t appr oving 
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that this be put into effect. 

Tne sta tement tha t 1 s t o go to Butterworth and 
~ochran- that ' s whot I want t o s how these boys 
this afternoon. 

73 

Is it, your thought - thot ' s t he way you want t o hl'ndle 
it? • here. :oer e t .vo suggestions 

i was thi~ing it over . by toe time you code and 
dec.:>ae - tr{.nsmlssion of mess~oge -you can• t get it 
u.:>nc in -.u!c>!er th~on nve uours ; t ha t ' s t he quickest 
i t 1s ever been done, isn' t i t ? 

~ontiaential code, ~e never get it any sooner . 

r think the thing to do is call these two boys on 
the telephone, reed it to tllem on the phone; never 
naa ~ony l eeks . l~e 1 11 say the .vay ;;e did be.for e , 
"Butterwortn, you t uke care o.f t.ngland, and '-ochran, 
you t ake car e o.r the ~ont1nent. use the telephone. 
·•hen you 1 ve got tne answer , coll me back ." 

"et t hem t elephone to tne v ur1uus • •• 

Sure . This tning - tnis is sometn1ng - the way t he 
tbing i s moving, this is something I •d like to~t 
a clear ance from and begin ·wor king on tomorrow. 

I think t hat it aas t.n adv~ontoge , because by his 
telephoning f r om ~oris in response to a cable .from 
you, it will 1na1cate the lmpor t unce you are pllicing 
jn it, £nd thut you wunt a u!ck answer, 1rheret.s if 
he Just ~ent ur ounu to visit them, it might be 
regar ded merely as •••• 

You see , having been through all this on the tripar­
tite - I r ef er you to t ne ~aturday Evening Pos t tnts 
week, gent l emen; be glad to f urnish you wt th a oopy -
we b;..ve a technlo.~ue, a nd the technique works . No11, 
I don 1 t think we can impt·ove "n tna t. 

•hese dumbbells here - l mean you bring down - I 
was thin~ing ~:bout it last nigllt in bed - br ing 
down a r. ~brc Pet er, the Uinister from Switzerland -
l ovely .fellow, SNeet .fellow, s erves a very nice 
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a inner, his wife loves music - lovely f e llow; by 

the time I 1u start explaining t oe thing to him, 

toe fell ow woulu be in a m~d .erspir a tion, wouldn 't 

dn.>·K ww. t I r.:. s t ul<ting ;.bout. ~nd toen you go thro ugh 

tne old, olu thing ht the end of ~ving somebody o ver 

b ~ tne Stb t tl Dept.t·tment blocking us every way, or 

:Jr . bullitt migh t not like i t, or there ' s u t nousand 

~n;i .>n,; tnlugs • .:.o we 've ~ot the c. rrangement, we've 

t:o t t no be eking of the Pr esident. l< e woula only d o 

1t a l nud his t.pprovll 1 £nu if t no cro.vd thinks Hell 

o f it; no after ~r . uanes g~ts a chance to d ig into 

it, wlzy , I would do it Jus t t ne way ... did t he oth e r . 

uhen .1111 tne Shto De partment get in on this, a t 

the meeting t his hfterno.:m? 

1nis llfternoon . 

"'e tn" f ir s t . 

J onnny , <m 1 moving too rust? 

No . &)ut this - I wouldn't let t his l&st par agr aph go 

abrot<d . 

We l l, the o ther i';pro~:ch mbkes most of t his unneces­

:JUry • 

I ;;~:s tnir.king, lf somuthing ct.>esn ' t nL,)pen, it might 

Just cL use t. l l b. V t of u~.~u1d&tion unnccess& rily . 

'J.n&t >7~>S one uf the tniQ!;s "" .. orr ied &bout, r;nether 

tni:;s W..>uld ..10 tn<•t in any c~st: , if there .v~<S going 

t.o bE t.ny concern if it get~ out . 

I d ..>n 1 t thin<£ t;he flrst . c.rt, .11th so:nE stu;e:uent 

LiKe tna Secretsry sEid - I do n 't think that would 

nurt , but I thinK that lust yt. r agrayh would sta rt 

tneill thinking, "',.'ell , .Ito bett;,r be moving out the 

stuff thut ' s in hmer i cu &lr eLdy . ~bybe nothing will 

hL.pp.:ln this .,eek, but it might next ." · 

... t woula fright en them - nny forel&n holder . 

" ell, le t me s~>y t o you men £gain tha t with the 

exception o1 the brttisn Government, any o the r govern­

lllent tha t we oo - and the :,wiss - I mean the r e will 

be no leaks the r e , but these o ther people - Just can't 
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trust them. 

Jf course, they bave very l ittle choice of what t o 
do now. 

no , I mean as t o leaks . .Lt won ' t be in thE paper, 
but t neir friends will kno1~ all about it . 

Lven i f it doesn ' t l eak, ther e ' s not much t hey 
c~n ao , t hey 're confronted wlth such bad choices . 
out if couched the way you dic t a ted t her e , l think 
it might be .•• 

Get a co~y of what I said now - I mean don •t a rgue -
and if I nuve a chance b~forc J : JJ we ' ll take 
&nothcr l ooA; but in ony e vent, snow it to Mr . 
dcnes befor e J : JJ, see . 

nnu taen tne o ther thing, Johnny, I wish '" e 1d t hink 
Ebout - I •d lik& to get something - after we hGa on 
ag r eement, I 'd like t o be uble t o t ell the ~orld 
we ' ve got such an agreement, see? 

ole werL tryin~; t o wor.< on '' stu tement l i ke t hat , 
&na tne uifflculty ther e is t o uvo i a the very 
thing t ru;t yuu \Ht~nes) s u,~; ges ted . "e' d lb:e to 
give tnem t.ssw-ence = yet we d <>n ' t w;,nt to lead 
them to believe toet tnelr governments are going 
to c~nfisc& te o~ take ove r thei r securities . But 
it I S b .. UeS tion l)f: Steer !nl> o0me1:her e in b e t 1veen 
tnere . 

" ell, your . ubllc ste t ement uo~sn • t have to be 
the s t.me llS your arrhngement. I mean you can say 
t ht. t 11/ls t.n Lxtension of the tript~ rtite ,.greement, 
t he members ¢ f t he trip&rtite nuve entered into an 
ag r eement in or der to l ook after the mutual inter ests 
of t oe securities of th~ir citizens . • 

"nno to nelp maintain - help .<eep o pen the various -
or uelp mllintain t he stability or t he various 
security markets . • 

ies . "nd the mos t dirf:icult t h ing - L don't know 
what l'llollace will contribute on tha t - is what you're 
going to do about commoditi es . 

We haven ' t done anything . 
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olell 1 tba t 1 8 up to Nallaoe • 

We 're getting- ! 1 m g etting the boys to look up 
1YI:ut t tne experience bas been in the .. ar Control 
Boar d on com111odit;y prices . 

~es . 
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Proposed Coune of Action for Tripartite IIPbers 

1 . All Tripartite &Pbers other tban the tl'nit.ed States will. 

requisition all foreign bllane.ts , securities, assets and gold owned 

by their nationals. 

2. The United States will revoke general foreien exchange li­

cense and will ti&hten foreign exchange control and r estrict pJcy~:tenta 

by banking institutions in the Onit.ed States. Copas of tbe documents 

accccpl.isbing tbia marked l!:x!Ubit "A" . 

3 . The Uni te<l States will aJ.so require canplete reports to be 

filed with respect to all foreign-owned balances, securities and all 

assets l ocate<! in the United States. Copiee of such report forma 

are annexed. 

4 . Other ..,mbara of the Tripart.ite will require similar COlli­

plett reports to be tiled with respect to all foreign owne<l baJ.ancea, 

securities and all assets located in their respective countries. 

\7e will furnish the foreiBJI countries with copies of our report forma 

aa a suggestion with the end in view of having all countries requirinc 

canparable information to be filed. 

5. All tbe intonutioo thus obtained will be lUiie reciprocallJ' 

available to the members of the Tripartite Accord. 
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'!'he foregoing will facilitate enormously the Tripartite meD".bera 

in acquiring asuts ill tbie country belonging to ita natioaala, since 

tbe foreign nationa1a will know tbat we will han infon>ation aa to 

t heir assets io thl.e country which we will turn owr to their gonrn-

1'\enta . The foreign exchange control will prevent the foreigner fr0111 

pulling the assets out of the United States while this eyst..m is be ing 

se t up. It would seem probable that in a COJ!IP&l'&tively short time, 

say two weeks, the Triparti to mecbers will have acquired all of the 

assets in tlli,s country owned by t heir nat1ona1s eo that it will be 

posllible to loosen the foreign excban&e control . 'Ibis program would 

likewise have the advantage of facilitating the carrying out of the 

s ovornment foreign policy 

6 . There will be set up a c=ittee conedating of representatives 

of each of the Tripartite ambers. This canmittee will coordinate tha 

utilization of the f oreign exchal\ge asse t s of each of the Tripartite 

.,.mbers located in the United States and elsewhere; and will aleo co­

ordinate the liquidation of fore ign securi t ies. This comittee will 

have complete information ae to t he f or e i gn excbanpe assets of each 

count ry, each country's noe<l for f oreign exchan!)e , the conditions of 

the markete in the United States as r.ell ae elsewhere and will there­

f ore be in a position to f acilitate an orderl,y use of foreign-owned 

assets in thl.a country. FUndalllentall,y thl.s cOCICittee will oDly be of 

an advisory capacity, yet the 111celibood ill that it will be able to 

exercise great influence in view of the desires of the other Tripartite 

members to gain our cooperation, In connection with the !ormation of 
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this coomittee and the takin& ot the action aforementioned, it will 

be desirable to make public a statement o! the action to be taken and 

thereby instill c:on.f'1dence in the public and assure them that tbe 

governments involved have complete control o! the situation and thua 

m1nimize the probebUities ot panic corxlitions resulting, 

7 . A statement should be prepared to be presented to the varioua 

oembera of the Tripartite ( except England, who ehould be infomed o! 

the measures taken) 1 either by wa:y of Cochran or ~ way o! the financial 

representatives o! the govermr.ent s in Washington. Fochibit "C• i e 

euggest ed draft o! the stat ement to be given to the !our foreign 

"'V81'11108nts, 

After having received the reaction of the various eoverrunen te 

to the proposal we will be in a better position to decide the next 

l:Ont . 

An alternative method of a pproach would be to first c~unicate 

with the F:-ench and indicate our belief that t hey ehoulp eo along 

with t he Brit ish proposal. Once haviJl& gained French a pproval, we 

would t hen coneult with ti'.e French and Eriti sh about the pla.n above 

nenticned. '!be approach to the junior members of the Tripartite 

would be !fAde after an agreement is reached between the senior members 

thereby being able to bring stronger pressure to bear on the j unior 

ultbere if necessary. 
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Exhibit •c• 

Drai"t of suggested eolli:!Wlication to members ot the Tripartite Accord 

'!he recent behavior of our security markets has given us concem 

as to the fUture stebUity of the security marl<ets in the event of an 

i ncreasing acuter:ess of the intemational political situation. iTe 

feel it highly desirable to protect our economy aa much as we can 

a~ainst the adverse effects arising frOI!I any rudden and large liquida­

tion of foreign holdings in the United States and elsewhere. 

Ono of the effoctive procedures which has suggested itself i e 

for the c:embers of the Tripartite Accord to c onsult with each o tber 

ar.d agree upon ..,asures f or the control ot the liquidation of foreign 

securities held by its nationals 1n oach other's markets. 

For its port, t he United States oowrn::ent proposes to take what­

ever steps are necessary to defond its security markets from disorder)~ 

liquidation or securities by foreigne rs in the event of ~Ajor dis­

turbances abroad, Mit to attain t his end we prefer ..,asures which will 

be consistent with the interests of the other countries and wUl be 

1n full confonnity with the spirit of the Tripartite Accord. i:e 

would appreciate a pro:npt expression of your viewa on this proposal . 
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April 12 • 19;59 

At 12:15 Seoretar7 Korgenthau telephoned Kiee 
La Hand and aelr.ed her to inform the Pree1dent that on 
'fueed8y , April 11, at ;5::50, HII,Jr had a meeting in hie 
o!!ioe wh1oh wae attended b7 Seoretarr Wa11aoe and an 
aeeietant, Mr. Willia. Douglas and Mr. Jero•e Franlr., 
Kr. Eocles, Mr. Goldenweieer, Dr. Feie and membere or 
the Treasury etarr. They discussed at th1e meeting 
the poeeible erreote on our security and oommod1ty 
markets in the event or hoat1litiee breaking out abroad 
and what atepe could be taken to protect our marlr.ete !rom 
auch eventualitiee. The group waa to meet again thle 
afternoon at 3:30 and the Secretary thought that sometime 
tomorrow he would have ready tor the Preeident'e signature 
~teve~ Executive Orders were neoeaaary t o take care or 
the ei tuat ion. 
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A!>r11 12, 1939. 
3:30P.M. 

RE PLANS FOR STABILIZI!;G MARXETS 

Ill EVENT OF \•/AR IN EUROPE 

PRESEJ{T; 

H.::.Jr: 

rot c: 

H. l:.Jr : 

l·!r. 
~:: ... 
l·!r. 
Mr. 
!lr. 
!·tr. 
~!r. 
llr. 
Ur . 
!·lr . 
Mr . 

Hanes 
Foley 
Bernatein 
1'/lu t e 
Young ,>· 
\iallaoe,...: 
Feis ,,...,. 
Fran.k {'­
Purcell 
Eccles ~~~ 
Goldemre1ser 

Hell, everybody is her e but Agrioul t ure, so 
supposing lie stArt anY1·ray. Shall 1·re? 1·/e 111 
do t his thing according to p1•otocol. Has the 
State De!)artment anything t o offer? 

The only one of the several topics I feel that 
I h:we done any t hi nki ng about is the one we 
t alked about yesterday , this question of the 
exchanges - the securi ty e~oha.nges - and all 
I express nou 1e jus t a personal j udgment or 
inclination, 1mioh 1s that our i mmediate domestic 
poli cy and various other general i nterests 
t-rould be ~rell served i f t he !'Xchanges could be 
kept open, and that it Houl d be •·rorth1rh1le 
giving cons i deration t o the i dea of prepnr1ng 
a stateoent ~ch a t the same t i me would declare 
a desire to keep the exchanges open, gi ve a 
presentati on o f the advantages of keeping the 
exchanges open, but also allay apprehension by 
indicating t hat 1f that turned out t o be under 
actual short t rial unsatisfactory, why, they 
,,-ould be closed. That is on the >rhole i t seems 
t o me t h e course of action that mi ght be most 
useful. 

\/ol 'l, Hr. Eoclea, should we sort of - ns l ong 
as Jo!r. Feis brought up exchanges, ehould we 
stay on that for the minute and then - or would 
you rat her ••.•..... 
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I th1nk that's better. I think if you did, 
than it would ••••• • • • • 

Flow better7 

Yes, I think so - avoid contusion. I suggest 
we stick to exchanges. 

All r i ght. Well then, if that's agreeable, 
Hr. F1•ank, do you l1ant to ••••.•.•• 

Hr. Purcell has prepe.r ed M excellent memorandum 
indi cating the arguments pro and con with respect 
to the vnr1ous alternatives discussed yesterday. 
I t i s perhaps too long to read. I th1nk as he 
i s the author of it - the meMbers of the Commis­
sion have all acouiesced in it - I thi nk he had 
best oummari~e it. 

All right. 

The ~tay 1·1e vi em t hi s, trying to consider 1t per­
fectly coldly on the basis of marltet infl uences 
and on past history as well , there a re probo.bly 
throe things whi ch might be anticipated in the 
event or a declaration of 1~a.r i n Europe. 

One ttoul d be that foreign holders of American 
securiti es would proceed to l i qui date, in fact 
dump, thei r securiti es in th1s country, absent 
any conside1•ati on wtich you have received, !lr. 
Secretary, troo the Bri tish Government. 

Secondly, that domestic seourity hol ders l·IOul d 
be moved to l i qui date thei r hol dings through 
fear of tho first, t he forei gn dumping. 

And third, t!lat potential buyers woul d w1thdratt 
from t he oeouri t ies market and their orders 
ltOuld be w1 thdrawn as soon as there were an 
actual declarati on of uar, through fear. 

It seems to us that the pri nci pal concern that 
tte have i s w1 th the foreign holdings of common 
stock rather than bonds or preferred holdings. 
I th1nk we can p!•nctically dismiss the i mportance 
of the problem c~eated by the holdings of pre­
ferred stocks and bonds , 1no.omuoh as they are 
apparently held in fai rly omall amounts and 
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experience hae shown that in times ot etr eee 
ot any nature, the market tor bonds and pre­
tarred stocks inclines to disappear, so that 
dumping is made virtually impossi bl e. 

There tore , some measure a 1·1ould eeem necessary 
in order to withhold at t he source forei gn 
dumping. Those measures would' probably follow· 
t he lines indicated yesterday. Domestic 
security holders will ot course undertake to 
throw over t heir holdi ngs it t hey have a real 
tear of foreign liquidat i on. lfe feel that 
panic would be naturally created ••.•.. . •• 

(tlallace comes in) 

Mr. Purcell has just started to summarize the 
position of the SEC. Go ahead, Mr. Purcell. 

P~1c conditions would b e accentuated, i f not 
created by the amount ot fore i gn holdings 1·1hich 
were liquidated in our market . Let us suppose 
that the agreements tth ioh mi ght be entered int o 
~t1th foreign governments t~ere not successful in 
obtaining a ttithholding ot practically all of 
the fore i gn- held common stock. Our market, ae 
we view it, cannot absorb any material amount 
ot liquidation, or - let me put it this way -
any liquidation of any material amount or common 
stock nou hel d abroad. 

The present condition of margin accounts is no t 
too good. Brokers' loans have decreased only 
a very small portion recently. Ve have been, 
according to our current reporla - have learned 
that restricted accounts are on t he increase, 
have been duri ng thi s recent decline . That ' s 
from the technical aspect ot a market and 1·1e 
f eel would be pret ty much ot a danger poi nt. 

Ot course , the domest ic situation you people 
know better than we do, certainly bett er t han 
I. Busi ness conditione are not certainly too 
rosy, and that being the oaee ~~uld contribute 
again to a panic stage. 
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As to the potential buyers ot stocks, with any 
such s itun tion, as ~<e v!etr 1t now, there would 
be nn i mmedi ate 1r:l. thdraual, there 1rould be no 
incentive tor potential buyers to s tay in the 
::larl•ct . Al l t his i s without consider a tion o t 
pocei hle publi c stateoenta concerning arrane eoents 
thPt M1~ht be oade or i n p rocess of ne6~t1ation . 

I t a coma to ue tbt t there Are two alternatives , 
~r:l.th v~r1nnta : one , to kPeo the m~rkets open , 
p~rhnpo ouporvised and manaeed by some govcrnT.lent 
author ! t .y or ag ency, perhA'ln even a p egged s ovcrn­
mentnl - n governmental peg in the market ouch 
PS Dr. 1Thi te referred to yesterday. The other 
l'.'Ould be the t etil!)ornry clo a1n c of :he excha."l(;ee 
and SO"le reg-.Altttory forc e , e1 ther ~;overnoentnl or 
other\;1-;e , H:U.ch 1 s exert ed U'lon ret;i stered d ealers 
~~d crokcrc in the over- the- counter cerket . 

Our feel ins is that , 1'11 thou t !,'01ng into the vorious 
conei derntions in d e teil thAt 11e have called up , 
regardinB the 1:11\klng public of a ny information 
concern1n.; nc e;otiatl.ono - thAt the net eff ect woul d 
be Horse thlln L'lnking no Mnounoeoent a t all. He 
hav e the feel1nE; t he.t per hP.!lc the beet course would 
be to r eally empl oy bo t h of these altcrn~tive courses 
ln the re\·erse orde!'. ':'h."l.t ie , !ira: clooi nt> all 
marke:s oonte~:~po:-a.neously , nssuninf· tl'>~t othe:- ~o'O rld 
mar:.e ts nre clos1n;.; P t the- eo:1e ti~o , letting the 
f ear an~ "lM1c sta:e a dJuttt ! :self , tal:in.:; out Of 
the p icture P~l quo tations or securities and security 
transact1onc , Just as 11a o done in 1914 - really 
follo11 t !lc 191 !1. cou:-se eo lone as i t may l:e neoos­
sary; and t h en reop enins , first on a restricted 
baoie , p ot•haps ::! t h govor nrnentf\1 1\uthori ty super-
vis inc t h e mnrkets as they reopen to make ouro tha t 
r.enuine trnnsP.c t1ons are tnkint; pl Rcc ftlld not specu­
l at ive t ransactions such as shor t sales . 

\le feel t hat a r evi ew ot t ho 1914 history demons trates 
thnt t he orocedure folloued t here in ooerat1on was 
:-eAlly the best that can be visual ized· a ori or1. 

Concer nint: the suggestion ot n governmental peg, 11e 
feel that t hnt uoul d have more evils incident to 
1 t t han odv~>nta::;es . One evi l 1'/0Uld be the accumula­
tion ot a l nrge governmP.ntal pooi tion ove1•han~ing 
the mArkets at All t ime s , oven after markets resumed theil• ordinary courses, 
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Aa to restrictive regul ation of an open securi­
t i es market, such as a prohi bition against 
trading after the price of an indivi dual security 
has declined a certain percentage , that as you 
all know tends to - once that system is brought 
into operation, it tends to establish the opening 
price for any particular day a t the lOlf level 
permitted and thus virtually to clos e your 
mark~t 1~i thout t he advantages of a really closed 
market . 

I think that i s about the sumoary of our f eeli ngs, 
without goins into any detail. 

Hell, mi ght I t alk to the point - on the question 
of fore i gn markets, becnuee s ince we r~ve seen 
you we have worked out something e litt le bit 
differ ent than ue had yesterday, and ue think 
t hat ue 1 ''e got t he answer as far as t he fore i gn 
selling goes . l·fe will f irst put 1 t in 1 ts worst 
light and then 11e •.1111 put it in the diplomatio 
language in 1•rhl ch we 1 ve got it couched here. 

The five countries 1·1ho are members of the Tri­
partite Agreement hnve got some 500 million 
dollars t1orth of earmarked !;Ol d here, a billi on 
dollars 1·10r th or bank deposits, and over tHo 
billion dollars or American securities and over 
a billion Of direct investments . !low, what we 
had in mi nd was to say to t hece people, these 
countries , lthlch are England - ho.v ing asreed to 
i t - France, Belgium, Switzerland, Kelland, 
that - well, I can read t his very short state­
ment; and this is still very rough. In fact, 
Mr. Hanes and I j ust got it two minutes ago. 
But ' this is the i dea, you see . This 1e the pro­
posed draft that we would put up to these people, 
the di ffe rent treasuries: 

"The countries t.·ho are members or the Tri partit e 
Accord and t hei r nat i onals now hold in t he United 
States over 500 billion dollars of earmarked 
gold, over one billion dollars or bank deposits, 
over t wo billion dollars of American securitiea 
and over one bi llion dollars of direct invest­
ments . 
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"Doubtle ss each ot the countries l1ke1dse has 
substantial holdings ot a ssets in other coun­
t ries. 
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•It has been the policy ot the Uni ted States 
freely to otter its banking, i nvestment and 
SOld facilities to the sovernments and nationals 
ot forei gn lands and t hus t o provi de a haven 
tor runde seeking investment and security, 
and l t io our hopeful desire, as it is no doubt 
yours, that 1·Te shall be able to continue to do 
eo. 

• vte feel that the interests ot the members ot 
the Tripnrtite Accord now make lt desirable 
that there be prompt consultati on directed 
touard protecting the securiti es and coney 
oar~ets in the event ot '~ in Europe, and 
agreeing upon effective measures tor that 
purpose; ldth particul ar regard to pr eventing 
panicky marketing and ut ilization of assets 
i n the markets of t he other countries. 

"Our Joint interest in thio problem, t ogether 
1·T1th the r ecord c:!' sati s factory cooperation 
among the members adhering t o the Tri partite 
Accord should assure t he success ot such con­
sultation. 

"lle >:Ould appreciate a prompt expression of 
the attitude ot your government 'lith respect 
to t hi s proposal. • 

l·lell, what 11e 1re sayi ll(i to them no11 i s, 11 11e 1re 
t ickled to death to have your money and your 
gol d and. te.ke care of 1 t to r you, and He have 
o:rtered you this haven o t l'et'uge . And nou tTe 
a r e makinc; e. suggestion whi ch ue think is 
mutually advant~eous, that each government 
talte over the securi t les ot their nationals, 
particularly American securiti es, and agree 
11i th us that they will not s ell any ot these 
securi ties without first conoulting lfith us. • 

Now, how can we make them behave? We can make 
them behave - we have - and ot course this i s 
triple confi dential - we have an executive 
order drawn up which 11e will submit to the 
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President tomorrow morning, it he decides it is 
the thing to do . We ' re going to ask the President 
to give us the authority which we have to put 
in coqilete exohange control. The 1cp11cat1on to 
these countries is t hat if they should dump 
Acer1can securities OP our markets, we w111 Just 
freeze t heir accounts. 

88 

Hav1n8 the authority, I don ' t want to use it. I 
think that ~1e could get i n touoh >~1th George Harrison 
the way ws did before and have him oa11 up every 
bank president and say, 11 Thio is what we would like; 
we ' d 11ke to have you play ball, 11 and I am 99 percent 
sure every one of them would, But I ' d want the gun 
loe.d.ed. 

And I think that in ~g hours I could - wall, maybe -
I think cert11iD1y in t>10 days, starting tonight, I 
could almost get an agreement out of the five coun­
tries tha.t they t1ould play ball, because if they 
didn 1 t we have nl.l t he tieaoons. I mea.."l we have 
their money herP and We COUld Just freeze it , 

Now, I'm t!U.king of it in its worst light to you, 
and to them I t·rould talk most pol1tely and Just 
hint that we had a steel hand under the glove, But 
ue here feel t hnt using it in that way - I think 
we could take care of the foreign selli ng. I mean 
I 1m confident that we - because we ' ve got everything 
here. I mean they want us to look after their 
money, t hey t1ant us to continue to aocom::todate them, 
they're shipping gold Just ns fast as they can get 
1t on t he boat - I don 1 t want to rai se t he quest ion 
that I tfOn 1 t buy their gold, but I am willing to 
hint that we might freeze their accounts here. 

That ' s our thought here as a method of taking oare 
of the foreign selling , and as I say, with the 
experience I have had here, I am quite confident 
that that would take care or it. 

As I say, l·larr1ner, having the author! ty, I wouldn 1 t 
want to use it, you know. 

I was Jus t thinking not so much of getting the 
authority and preY' enting the use or it, .but what 
is to stop the foreign 1nd1v1dunl from selling now 
as far as t he governments are concerned? If they 
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do as the British Government indicated they i .n­
tended t o do, and that wae t o take over the 
securities, then there is no danger or selli ng. 
But in the case or the French e.nd oe.ybe eone of 
the other countries where they wouldn 't have the 
eace control over their nationals - and even i n 
the case of the British t here may be some or 
their people t hat before t hey can act ually get 
posses sion of the securities - t hat for the first 
day or two is lihen the selli ng woul d come and 
that there is an interim period, it \IOuld seem 
to me, from the time that the British and the 
other countries, too, tor t hat matter, could 
make effect ive their otmersh1p or the securities. 
As long as t hey ~:ere owned by these governoent s, 
then thi s danger of selling, I think, would not 
mean anything. 

;iell, maybe I d1dn 1 t - what I was suggesting was 
to say to France and these other countries that 
they do Just lihat the Engli sh propose to do. Now, 
t hey may come back and say, 11 \lell, tie need a week 
to do t hat , and i n order to play ball l·Tith you, 
wi ll you close your exchange for a ~<eek?" 

That ' s right, that ' s the argument for closing t he 
exchange in the interim here • . 

Or for t hree days. 

For several daye until these governments can 
actually get control and get hold of the securi ­
t i es. And ~<hen they do , then you 11ouldn 1 t need 
the exchange control; that is , if t he government s 
agreed they woul dn ' t s ell securiti es ~Tithout 
consultat ion l<ith e.ut horitise here and i f the 
stock exchange was closed, then individuals 
couldn ' t sell. 

Thio would just give t hes e governments time to 
put their machinery in order. 

That i s, the closing ot the exchange would. 

1·/ell, and this suggest ion to them that they follow­
let ' s call it the English plan, t hat they take 
over all American seour i tieo that t heir nat i onals 
hold. 
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If there was the danger or exchange cont rol -
your i dea i s that that woul d deter the indivi­
duals from selling over here because they 
cou.ldn 1 t get their money out. 

Yes . 

That t·rould be •. .. .... . 

llell, the whole - the money that they already 
have here on deposit and anything else that 
they mi ght sell. i'ie might just freeze i t . 

You ' d take away the incentive to dump, i f they 're 
going to do it. 

\Te won 1 t make the dollar exchange available. 
They l1ant dollars; we won ' t make them available. 

I think thtlt 1 s all right . Ir there 1s any 
question about the governments themselves -
if these fo reign governments - i f t here ~1as 
the slightest question about thei r bei ng willing 
to cooperate ~lith authori t ies here in connection 
~~th the eelling or securities , then of course, 
au you say, this exchange control l~uld cake 
them uilling t o cooperate, 

That's the only purpose in letting them know of 
it; if we ever do let them know or i t , it wil l 
be for the purpose or helping t hem t o cooperate, 
to do it ~rithout making it necessary to i mpose 
these control e. 

J.lr . Purcell made a point - I don 1 t know l:hether 
he brought it out strongly in thie memorandum, 
but I think i t should be consi dered. "Exports 
do not antici pate that forei gn governments 
~~uld ouooeed • ••. . •• • •- that ie, that they 
ooul~ succeed - • •.....•• 1n expropriating more 
than one half or such holdi ngs . • tlell , even 
a preponderant proportion might be less than a 
half , or a quarter. "Therefore, i t ie not 
likely that such meaeures ~~uld prevent panic 
conditions in our domestic securltiee market.• 
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I n ot her words, you ' ve go t a position 1n t ho se 
market s today such thnt they are v ery, very 
vul nerabl e to any l arge volume; even i f it were 
a qu~rtcr of t he forei gn holding s , i t woul d be 
enough t o push i t down the elevator chut e. 
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That ' s t he more reason t or haVing t he authori t y, 
j us t having t o go across the s t reet . \'fe should 
have that ••eapon available and loaded . But my 
i nclinat i on woul d be, having it - after al l , the 
President has si gned t hat sort of t hing fo r us 
ho>t often - once before or t 'll1ce bef ore. 

I t hink t wice . 

We never used 1t . At loae t once and I'm not sure 
it wasn 't t wice . \fe 1ve never us ed 1t. 

But I would much rather go through the routine or 
havln2; Harri son come down and do 1 t by tel ephone 
and l>Ord of mout h. lie di d t ht>.t i n the case of 
t he Czechoslovaki an deposito. 11e fro ze t hem fo r -
what 1·1as it , four O l' f ive days? 

About a week, 11asn ' t 1t? 

And t her e 11asn 1 t a bank t.hat refused . 
froze them until the State Depart ment 
to make up its mind lfhat i t ~:anted . 

~le Jus t 
had a chance 

!/ott, 11e 1ve al10ays gotten t hat kind of cooperat ion, 
and I Jus t brought t hi s parti cul ar t hing up at 
t his ttoe because - i t' s jus t l i ke t he export 
narket; while it may only be t en percent o! our 
business , still it i s damned i mport an t ; and it' s 
t he saoe t hi n£ u1th t h e forei e;n s elling. I t hi nk 
they ' d be quicker on t he trigger t han our own 
peopl e would be. Tha t ' s what I thi nk; I don ' t 
kno~t vthat you t hink. 11hat? 

Ool dem1e1ser : Hr . Secr etar y, may I bring out one consider at i on 
in th1e connection. I thi nk t hat al l the pousr 
you propose t o get 1s exchange control - I mean 
so that they can ' t e et t hem out or t he country. 
The noi nt is - t hat I ttiUi t t o make 1s that I 
think most of these people will not want t o get 
t heir money out ot country. They ' d rat her have 
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it her e than anywhere else. And if they have 
free use or their bank deposi t s, then exchange 
control wouldn ' t be any weapon at all. 

They wouldn ' t have free use. As the Secretary 
enid, he ' d freeze the balances . 

Freeze the balances wi thin t he banks. 
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H. !!.J r : Yea , I can free~e their be~ances. Ir Stntzerland 
has 200 mi l l i on dollars on deposit here, 110 can 
freeze that balance . 

Gold ' r : Freeze 1t so they can ' t take it out or t he banks? 

H. r.: . J r : (To Bernstein) Is t hat right? 

3ernste1n: That ' s rigl'lt. 1'/e ce.n prevent all poyments from 
any bank1ns institut~on in the United States. 

Eccll!s : They co.n 1 t even use 1 t tr1 thin the country. 

Bernstein : That 's right . 

li . ::. J r : Thet 1s t ho b i g threat . 

C~ld 1 r : That's the real point . That ' s what I >~anted to 
make clear. 

E. cl.Jr: I 1m glad you did. 

Eccles : Would that be true of an individual same as a 
government, or a cen~ral bank? 

Bernstein : The law talks in t erms of the President having 
p01-1er to prohibi t payment by the banks over 
any banking instituti on in the country. 

·.lhitc : 1ihich also means - there 1e another clause i n 
here which ~>~uld relate not only t o the i nsurance 
of orderly selling or eecurities, if that were 
the obJective, but also under the same powers 
t o the orderly utili zation or suoh bal ances 
as they have. Tl~t is, you have control in a 
very large sense over their rate or purchase 
and their rate or use 1n various ways, if you 
1deh to use it . 
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May I ask out or ignorance, Mr. Secretary, i t 
you have such an executive order, does that 
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have to be published before it becomes erreotivet 

It would be held, I aseume, and signed by t he 
President only in the event t he emergency should 
arise. 

I don It think Hr. Frank means that . You mean 
after we use it . 

l-ly recollection of t he f'ederal Register Statute 
is that it beco~ee effective the minute i t is 
delivered to the archives. You would hold i t 
until i t i e needed , t hen the minute it i s needed 
it t~uld be si gned and sent over, and then i t ie 
published in the next few days; but it becomes 
effective upon delivery. 

That 1 s right. 

l•!r. Secretary, in connection l·tith that point 
made by Mr. Franlt that experts think repatri ation 
by foreign countries would be only half success­
fUl , there i s also the power t hat we t~uld have 
to require reports to be filed 1t1 th respect to 
all foreign- o1med assets in tl:>.ls country, 1~hich 

reports, 1f made available t o the foreign coun­
tries, ~~uld certainly f acilitate the repatria­
tion or all their assets . 

Well, I assume we are talking about the same 
t hing. You mean thi s agreement to control t he 
sales by their nationals, their taking over. 

They woul d be abl e t o get intormation not onl y 
tram their nationals, out from the Americans 
1~ho hold property belonging to the British, 
tor instance - t~uldn 1 t be any i ncentive on 
the part of the American s not to t ile the 
report s . 

When you say • t hey , • you are referring only to 
members ot the Tripartite. 

That 1 s right . 

\ 
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rrank: I assume t hat undert aking would mean too that 
those toreign governments could take cont rol ot 
the proceeds ot any sales by their nationals; 
that ia, they could take the balances as well. 

Bernstein : That would be a catter ot doMestic l aw tor them, 
the law ot Britain. 

Frank : That would do much t o destroy the incent i ve ot 
any Briti sh nntione.l t o sell : it he kne1~ hi e 
government was to take t he proceeds . As you 
say, it ' o a matter ot domestic lalt i n Great 
Bri tain, as to trhether they could take the pro­
ceeds over here. 

H. I!. J r : Our people here - we t h ink we have the answer 

Frank: 

H . !~.Jr: 

\fall ace : 

H . ~~ .Jr : 

as t ar as to:-eign selling go ea. i1e think we 1ve 
got t he thing right in our o1m hands and that it 
is such a terrific 1~eapon t hat it these members 
ot t he Tri~art1 te are acquainted lfi th it I should 
think they d be delighted, because ~<e give them 
a great deal mor e t han they can g ive us. Excuse 
me. 

( H. M.Jr. goes to 
!/hite House phone ) 

( On White House phone) Hello. - - Swell. 
Thank you so cuoh. 

\fe 1ve got a deadl ine; t he Presi de nt says h e 
wants the answer to this by 5:00 o ' clock . 

\iell , should we sort ot - do you (Fr ank ) ltant 
t o explore th1s particul ar thing f u rther? 

No. 

lfi'. Wallace, do you want to ask any questions 
on this' 

The only question I have on this • •• • •• . • • 

I mean thi s particular phase. 
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Jus t a sli ght continuation ot it . I don't know 
whether you want to explore it at t his time. 
I would assume that these countries, 1n handling 
the oobili~ed repatriated tunds, would want 
sooner or later to use t hem tor purchases inside 
this country. I don't know whether you care to 
set up a collllll1ttee looking t o t hat or not, or 
whether i t i s part of lfhat you have been asked 
to loolt into. 
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11ell, what ,.,e thought i e when t hey asked us that -
~re thought until somebody told us otherwi se t hat 
the ans11er was that they can purchase anything 
t hat they 11ant under our pr esent statutes. 

Hou does the money becone available to them it 
it is i mmobi lized? 

That would be the control you ' d exerci se. 

That would have to do with price control . Some 
kind of an operating commi ttee oould be created. 

Which 110uld give you almost absolut e control over 
the use made of those funds, so far as amount s 
are concerned; eo far as purposes are concerned , 
it ' s another catter. 

And to answer your thing, the President brought 
uo t he other day, · ·~t are you going to do it 
in the first three mont hs they drive coooer, 
and so forth , up too high?" Here i s the- answer. 

Control pri ces by controlling expendi ture . 

Handle 1 t the same way as you handled t he pro­
ceeds of the loans to the Allies during the 
1·1ar. 

I 'm not familiar with t hat . 

l!r. Secretary, that 5 : 00 o ' clock deadline i s 
an actual deadline? 

Yes • 
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I think I ought to leave and report to the 
Secretary of State right away. 

(F'eis requests that ensuing r emarks 
not be recorded) 

::oth1ng has been decided, you knou. 
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Exnctly, but i f the 5:00 o ' clock deadline •• • .••. 

I want to report as to what we ' r e doing, and 
I naked ~that time and I've been to l d 5:00 o 1clook. 

(Further remarks by Hr. F'eis not recorded) 

·.:ell, or course, tlhat I soy you can put on the 
record. lie find ourselves in a s i tuation ·.nero 
a uorld ual' can break out at 9IIY title. I all 
not particularly pr oud or the tact that I am not 
read;r; I told the President that l~onday. I am 
surprised that I have had no suggestions from 
the Stato Department of any kind or any advice 
as to \·that - or any communicet1on a s to the l i keli­
hood of war , and the only thing that I can get is 
by be~g1ng people to tell me. And, in this room, 
I don t Qi nd telling you that General Crai g has 
just told me that if there is 9Ilything that's 
going to happen, it will happen within the next 
three deys; and his authority is good enouRh tor 
oe. And I can' t , the President \·ranting this, s it 
around and ~<ait . I f at t er 1te hl\ve had time to.­
and af t er 1~orking all night - I mean 11e 1ve done 
it often enoug.l-t before - 11e OM deci de whether 
t his i s a Fasci st movement or whether t his is a 
move to look aft er the i nt erests of our citizens . 

But 1t you ( Fe i s) have been d isturbed - I 1·rant 
you here - I think the sooner you let l·lr. Hull 
know, the better, because that's trhy you ' re here . 

E.'tactly. 

But please tell l~r. Hull not h ing has been decided, 
but we ' ve got a pi stol to our head and one coun­
try after another is mobilizing and we have no 
plan here 11hatever to meet the situation it it 
shoul d break during the night - no plan. 

Regraded Unclassified



Fe1s : 

H. !:.Jr : 

Fe1s : 

Frank: 

Feis : 

Franl:: 

- 16 -

I go back a little bit contused as to Just the 
situati on that we beli ev e we ' ve got to meet . I 
find certain di fferences of ooi nion as to t~hether 
uo will have to meet one where forei gn powers 
wi ll be l i quidating securi t i es or one 1n whioh 
t hey mi ghtn 't be. It i s certainly impossi ble to 
be certain hou much of a crisis in your security 
exchanges you are going to have t o race. Ae far 
ae I am acquainted, I think i t woul d be useful 
t hat I should be able to state qui te definitely 
to t h e Secretary or State that t hat i s the problem 
as far as thi s group have brought it under con­
si deration, that all other phases of economi c 
adjustment that a serious conflict abroad might 
bring us we haven't yet extensively discuss ed. 
This suggestion centers around the mere and to 
mo quite secondary problem of temporary ~ovements 
in the security exchanges . 
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But I thinl• I had better follett your suggestion 
and. . . . . . . . . \ 

And t·then you spealt to l~r . Hull, I ron L"'i ng to a sk 
you that the same pro am be follo ~1ed as heretofore, 
that he limit this to hi ceolf and t h e Undersecretary 
nod you, i f he will, please . 

I' ll tell him that that is your suggesti on . 
it 

I f he doesn ' t - I mean/that~ a courteous eussestlon 
I 1c making. 

l·!r . Secretary, I trould just like to any a a far as -
the SEC, or course , has no proper concern tnth 
exchange control or t he like, but so far as it 
bears on the que sti on t hat you di scussed, we do 
feel that there is a grave likelihood of eer1oue 
consequences to t he s ecurity market in the event 
of uar, and that that problem needs immediate 
attention . 

I think there have been serious episodes in the 
security markets in the absence of t·lllr; and the 
world wasn ' t made over . 

I wasn't addressing myself to that problem. 
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I 'm sorry to have been eo semi-dramatic - seem 
to have the world in charge. But I ' ll tell 
l-!r. Hull. 

Think you can find your way' 
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I find my ~ay in a world that looks slightly 
different to me from the one that I entered. 

( Feis leaves) 

That gave us the relief t hat lie needed. Anybody 
want a dr1nkt 

(Hearty laughter) 

lfe have an alcohol labora tory. 

Gad, I d idn 1t •.•..•.•• 

I think he mi sunderstands our approach. 

Either he do.es or I do . 

He understood there ~rao a gun, but he d1dn 1 t 
antici pate it was going to be used. 

I swear - I mean \·then you 1 re trying to be calm 
and do this t hing dispassionately, that certainly 
doesn ' t help any. 11hnt? 

\that do you have to do by 5 :00 o ' clock? 

I was just going to l<o.lk across t he street and 
tell the Preoident that we have been talking 
this thing over, bring hi m up to date, and say, 
"Hr. Presi dent, \~e 1ve got th1a executive order; 
we ' d like to have this cleared by the Attorney 
Ganero.l and haYe you sign it and put it 1n the 
sa.fe, with t he unders t anding that we don ' t use 
1t unless you say so.• You see' I mean that's 
we've done it b efore, because he 1 o always told 
us he likes to have t he things ready so that 
1t he is •• • • .. .. • 

Vny not do 1tt Why not get it' 
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llel.-1, i t you people t hink that that is all r i ght -
I'm asking advi ce - I mean all I vant to do, 
!{arriner, is Just to gc over and say to the 
Pr esident - I spoke to Mr. llurphy upon the Hill 
and asked hlo i t he could clear an exeouti ve order 
tonight it the President asked him to, and he said 
he could. Then the President signs it, we put it 
in the sate, and there abe i s . I mean it ' s just getting •••.•. .•• 

1·/el l, you reall y have t o have it 119 a part ot being 
fully prepe.red. 

That' s all. 

Chances are probabl y tltty to one against using it. 

Hope so . 

As I understand this ~hole di scussion, i t i s simply 
a case of those agencies having some respons i bility 
for t he financi al and aeour1 t y markets getting 
together. 

Trying t o f i nd out what the best thing i a to do , 

Trying t o find out what ' s t he best thing t o do 
in the event ot war, and it' s a preli minary di s­
cussion, and even though ue mi ght come to some 
agreement todAy upon a general program 11e e i ght 
revise it tomorrow. It' s a thing that has go t 
to be fl exi ble to meet situations as we see them 
develop. 

This is a basis for disoussion with the foreign 
powers nnd if upon discussion ~re find the con­
ditions di fferent than they a re now, you might 
change your whole program. 

\fell, suppoeing it happens tomorrow morning and 
you r ve get an order tor - I don 1 t know how many 
a couple, tvo, three million shares at the 
opening. Are 11e going to get together then? 
I mean it 1 s ridi culous. 

J.lr. Secretary, in that connection, .••• • • ••. 
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It ' s rid iculous. All I'm saying i s , you people 
have go t the r e sponeib1li ty and I 1M shotd.ng you 
the t<eapons that ue 1ve got i n the closet. I 1m 
not going to - any c ore than if you ask the 
President is he going to use Thomas currency 
tomorrow; o r course he ' s not going to use it . 

1~. Secretary, I ' d like to ask in this connection, 
i f ue shoul d need to close the exchange, we hnve 
to have the approval or t he Pres i dent ; now ><e 
have the paoers drafted , and 1rould you suggest 
1·1e submit them no~< to the At torney General 7 

1·/hy don ' t you go ><ith me at 5 :00 o ' clock? You 
want nn opinion on that and I wan t an opinion on 

Executive order. 

Pardon? 

Executive ord er. 

I 1·1nnt a n executi ve order. All I nm asking the 
Pres i dent is, is it a greeable to h i m t o send it 
to Franlt !·!urphy? Frank !:urphy says he 1<111 have 
them work on it . You n eed the ~e thing . 

I think we need the At t:l rney Genernl 1 s opinion . 

I think you ought to go o.lon~;. 

If I oould report very b riefly • • ••••. • 

!/hat are you going to do ? 

I can tell it t o you very briefly. 

\fell, it ' s up to you. Go ahead . 

il'ell, u e have no pouer in the Aot to do anything. 
iie believe that i f any trouble or the sort did 
arise we could prevail on various oo~odity 
exchanges t o close, if i t would be desi rable to 
do so, bu t that i f we di d do eo i t would also 
be desirable to have Liverpool and 11innipeg 
oloee. 
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Ther e is a remote possi bility that the President 
has potter to close the exchanges; we are not 
sure about it as yet , and tte have the lawyers 
looking into it. But in the Depart ment ot Agri­
culture we have no power to close t he exchanges, 
have no absolute power; we have just t he power 
or sunsion . · 

~tell . ....... . 

That shoul d properly be exercised in conjunction 
l{ith cl osing in. Canada o.nd England. 

i'lell, if ~<e t ook up t h1e question t:ould you want 
ue to include commodity exchanges - i t we started 
ohoning? I mean trould you want us to do that tor 
you or would you want to do that yourself - I 
mean contact the governments? I mean, 1n other 
'1\-ords, do you 11ant t o come in under this? 

t.!aybe you 1 ve go t a po11er hero to close t he exchanges. 

Ho , I meM 1-1hen 1·1e brine; to their attention this 
thing that we can f r eeze their balances - I mean 
at the same time there are cortni n th1ngs tte want 
theo to do; uant t hem to consul t Pith us before 
they sell any American securi t i es. 

1te 1d ltelcooe your bt•!nging ua in under t hat . 

You would? 

Ye s , beonuse we don ' t have o.ny pre ssure othertrise. 

l·lhy not use ..... . . . 

You' ll have to incl ude the consi deration or Co.n~da, 
•rhich i s outsi de of ths Tripartite. I t i s i m­
portant for itself. 

l'.arriner, are you scared o.t anytb1ng that ' s been 
sai d here? 

No , I 1m not scared. Hell no. 

What? 

• 
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I 'm not nervous at all on anything that' s been 
said here. 

You 've been keepi ng up . 

I've been soared a damn s i ght worse than this i n 
my 11tet1me. 

It it 1 s agreeable, shall I oall up Harrison now 
Md hl-.ve Harrison and Knoke oome do1m as our 
t19oal agents t .o be here tomorro1·r morning? 

Sure. 

To tell them what we have in our minds. 

I ~rMt to say somethi ng on this exchange business. 

Do you mind it I get them before I leave? 

Harri son was here t hi s morning; he j ust ltent baok. 

Just went back. 

Went back thi s morning. 

Oh, di d he? 

Here yesterday. 

(On phone) Mr. George Harrison. I t he is not there, 
orboever is in charge ot Ne11 Yorlt - the Fed. 

Goldem:ei ser, are you trightenedt 

!lot t he least bi t i n the world. I don 1 t eee how 
you can fri ghten one , tight a 11ar over a ping pong 
table. 

Mr . Secret ary, the Cnnadian arrangement would be 
very desirable i t it oould be done, because 
t ent ative figures indicate that t he Canadian volume 
is pretty heavy. T~se are the latest. 

I'll be with you in a minute. 

See, there is no net selling; shows a big volume. 

(On phone) Hello. (Conversati on wi t h Geor s e 
Harrison tollove :) 
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Hello, Henr.y. I ' m tirst rate, thank you. I waa 

sorry not to see you yesterday. I was -- hapPened 

to be 1n Washington tor a meetins and I Juat ran 

around to eee you tirst. 

Georse, 1n the atriotest contidence, we've s ot a 

meetins here. Chairman Eccles is here in the room 

now. 

Yea . 

And I want you, and Knoke, it you would pleaee, to 

be i n my ottice at nine- thirty tomorrow morning. 

It's very important. 

Nine-thirty tomorrow? 

Yes_ We're gains -- we're going over the varioua 

things, but •.•... 

I can 1 t hear you, Henry. 

We're doing thls thing -- we're going over the situa­

tion in caee there should be a world war, what should 

we do. 

Yee. 

And we want your advice about tieoal agents. 

All ri6ht - - we'll-- we' ll be down there. I aeked 

I 111 havins a meet ins ot all my ottioers now Just 

d i scuseins all those very things. 

Wel l then -- then that ' s all the better. But it you 

could be here at nine-thirty; I coneider it ot the 

tirst importance . 

All right, I'll be there. 

You and Knoke. 

All risht. 

Pleaee. 

Firat rate . 

Thank you. 
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Harrison sa ys he is '"ork1ng j us t on that right 

no1'1. 

All right, not/, cUd you (Eccl es ) Hant to say 

somet hi ng? 

\'/ell , the re a re one or two thing s . 

me on t h i s , as we discus sed it ~lith 
is in char ge o f t hat Di vi s i on - you 

J erome - •. ... ..• 

Yea . 

It seems to 
Pa:rry , who 
knoll P a rr:r, 

~le asked !11~ tlhat he thou(;;ht about what ought to 

b e don e a nd h e r eferred to 1914 , and i t •1as h i s 

opinio n that i t tJOul.d b e possi bl e t o control 

this matter 1l1thout clos ing t ho Excnanee a t all . 

He so.i d that a ft el' the Exchang e tms clos ed in 

1914 for s everal mont hs t hat at t h e t!lne it uas 

opened, 1 t wns opened on a r estricted basis; 

t~~t 1s, t hat r.o security could be sol d at loss 

than the prices at t h e time of the closing o r 

tho Excha nge, except t hat the Comm i ttee o f t he 

Exc hange uas authorized t o adju~t the prices 

rat her olo•,.,l:t ~J-"ld orderly. And 1 t had this 

ef f ect : t hat t hos e securi ties that ~~ere activel y 

t r a ded ! n PnJ t!".at t:er e - many of them uent up 

abov e t !l! s min1murJ pric e and ther e t1a a n certai n 

amount or activity t hnt t h ere woul d be ov e r the 

coun:.er an:11:ay; whereas certain ot!lcr securi t i e s 

t hat u ero very s l uggi sh - there ~;as very little 

act t v1 t y i n t hee and possi bly t h e price l·tae more 

t han t hey ~1e1'e wor t h - t hey 1·1ere s lot1l ;r nd j usted , 

He Bc.i d that worked out very, v ery ~;ell a t t hat 

time. And 1t ,,-as his opinion that t he oarket 

llOUlci never hnve had t o be closed at t he time it 

1:as c l osed , maybe no t a t all, i f t h is 1nechanisc 

for t he oper~tion o f t h e Exchange had been 

dev eloped prior to t h o clos ing of the Exchange . 

And h e uas wondering Hhy you couldn 1 t have t h is 

o e chanism all s et up tr~t was used a t that tin e 

and t hus avoid t he clos ing of the Exchange, bu t 

oerel y e s tabl i sh these mi nimum pri c e s - aet up 

a co~jit t ee t o r oper at i on and never close the 

Ex change . I Just 11an t ed t o t hroH that in; I 

<U~ ' t k.nou uhe t ber you had gone into t hat . 
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There wae a rat he r - it I remember, Ur. Cha.irmnn, 

ther e ~~s a rather gra dual read jus t ment or t rading , 
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After the Exchange opened. 

No, really before the Exchange had opened, if 
I remember correctly; the Exchange closed on 
J uly 31, and the first trading pergitted vas 
on September 9, which was .in a very r estricted 
group . 

Yes t~t ' e right. 

That ' a right, Covered bonlls fi rst, l ater stocks , 
11i thout quotation of prices. There 1-1ere, I think , 
thr ee or four stages of the resumption of trading 
on the Stock Exchange, and about two stages .in 
the over-the- counter markets , or, es t hey 1:ere 
then known, the bond houses. T~e f irst stages 
porcltted trading only in a very limi ted number 
of bonds, 1l1thout quot at i ons. 

You mean 111. thout publishing t helll . 

ITithout published quotations , and onl y at or 
above closing prices on July 31. It resulted 
in very little trading at tho beginning and 
gradually a resumpt i on of trading as i t t<as felt 
tho stock 11as 11orth t hat much or the bonds uere 
uor t h that much. · Then i t ~1en t i nto guaranteed 
ralls, I bel i eve, into preferred& and into 
cocr.ton stocks finAlly . llo11, the great virtue 
of that, as tfe get it from the history of it, 
11as that the last tting that was peroi tted wae 
t he publi cation ot' prices or l i st of t ransaction& 
1:hi ch took place. Thus i t enabled the Comptroller 
ot t he Currency, to r ineto.ncc , to issue a ruling, 
to t ake one example , t hat for the pu1~oses ot 
loane on securities , Steel could be valued at 
51-7/S , its close on July 30, tthereas it 1~ae 
act ually eelling 1n t he gutter markets at 38-l/2. 

Yes , that was the virtue ot it, and I was won­
dering - I cere1y raised t he question nov as to 
whether or not, instead ot the Exchange enti rely 
closing, you Dlght put t he oeohan1slll 1n ettect 
i mmedi ately and keep t he Exchange open. 

Technically open. 

Techni cally open tor tho psychological benefit 
of it, 
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You mean you would quench t he quotations . 

That ' s r i ght; you could do that t hing and get 
so~e benefit out of keeping the ~change open 
and at t he s ame t i me control it. 

I think perhapc we bot h have virtuo.J.ly the same 
view. Our. t houg:ht t:as that there is no need of 
approachi ng i t wi t h the advsntage of the history 
of the 191~ incident - to keen the market closed 
fo r f our and a helf oonths, as i t was at that · 
time; or you could close it for only two or tpree 
days , then open on a restri cted, controlled:, o1: 
supervi sed besia, cutting out the quotes, restrict­

in~ the price levels and looking for bona ~ide 
tranco.ctions , permitting only bona f i de trans­
actions, no t ell011ing short selling. 

The difference isn ' t very srcat , you feel, :~riner . 

The substance is the po int and the form of keeping 
the carke t open would have a p sycholog1ool vo.lue. 

That 1 s right. I don 1 t p retend to know very much 
about it . I jus t ~1e.nted t o let you know He had 
t.:iven it a little thoueJlt Md thnt we.s 1ihat I 
wanted to offer. 

I don 1 t pretend to kno11 a.."l awful lot about 1 t 
myself, but I \lao interested in your suggeotion 
because I t hink it 1s n cl nr1ficet1on of one of 
the t hot.:Ghts ·.~e had concerning prom,>t reopening. 
Our t hought of closing it ttas only to perc1t t lie 

pani c • . . . •.... 

llell, it cay b e possi ble to avoi d closing it if 

that ' s done, and if so , if ve are th e one country 
t o keep it - at least keep it open on a rest ric t ed 

basi s , you ''"uld have the psychol ot;i co.l b enefit 
ever~~ere in the worl d that t he market o.t least 

isn ' t clo sed; and you avoi d these pe.n~c pr ices 
because you put the bottom on the thing through 
the reetri ctione, and t hus from a credit stand­
point you at leas t would give confidence to the 
people ~rho have borrotted money on s ecurities and 
also to the banker, who 1sn 1 t put in a position 
of wanting to cell hio loAA. 
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All of this suggests, !1r, Secretary, that arrnnge­
mente orobably ought to be made uith the Cooptroller 
looking t o instructions to the bank in that r espect -
and the Federal Reserve Board, bot h . 

I t seeos to ne you ' ve got a condition her e totally 
di fferent than 1914. You haven't got any over­
exte~oion or credit in the oarket. I don't know 
"hnt the brokers ' loans are noll; they can ' t be over 
a billion dollars . 

~;1ey 1 re under - about 739 rnlll1on . 

That 1 s uhat I thou~t - se\·en o:- eiGht hundred 
million . 

You r.aven 1 t the credit problem a t all. 

ifnat you 1vq ;ot i s a ~~Jcholo~icr~ problem. You've 
got peo,le no11. It i sn ' t t ho - I' m told in the lnst 
three or four days that it isn ' t the extension of 
credit and the calling of Narg1ns, a.lthou~h that ' s 
had ita influence, t hat ' s had some influence in 
causin~ the market to go on dotm , but it ' s t he 
peo]>le who have gone dotm to their boxes and are 
shippin,; st'curities into lletr York in ten - , tt:enty-, 
thirty-, forty- Ghare lots Bnd sri! selling out what 
they ' ve t;ot to reduce it to c:-ah - ever:~ asset 
they ' ve got . AJ>parently neople run 1coed1ately 
to reduce everything the;·1ve got to cash. 

ilell no,., i t seeos to l:!e that 1.he oroblerns - :~e 1vc 
got some donestic probler.ls , An" it this >r1ll solve 
the problem of dumping from abroad - and I don ' t 
see anything to be frightenod about in t his as a 
basis fo1· nogoti at ion o with our friends in the 
Tripartite. So if >~e ' ve .;ot n .,robler.l ilere, >~e ' ve 
;;at a domestic f)I'obleo and tte ought to face thi s 
domestic problem vpry squarel:f in the face . And 
one of our dooestic nrobleoe l s - it' s as ouch 
an absence of selling that 1:e 1 :•e t r"J!.nc; to en,;enC.er 
as a presence of buying, nnd you can ettack that 
problP."!l troo tuo angles. 

So it seems to me that one t hing 11hich the Federal 
Reserve could 11ell do richt at this particular 
moment >tould be to reduce tho margin, because 
your present nnr ginal requi rement of 55 percent • ••••• 

• 
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tlo, forty, 

.•. . . ... 55 percent or the face value is a per­
fec tly ridiculous and absurd marginal require­
ment . 

We reduced it from the 55 to 4o; that's what 
the mar gin has been for, oh, a year and a half 
or more. 

That ie, 60 percent ••.• ... • 

You can borrotf e1x hundred dollars on a thousand 
dollar value. 

That 1 s at111 a highly restrictive margin when 
you've only got 7qo million dol lars borrowed 
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on securities. And when we reduced the margine 
i n 1929 , one ot the things that di d as much to 
help as t he so-called llorgan pool t hat went in 
to buy securities at t hat time, which was nothing 
more thnn a big group of people with an aggrega­
tion or cnpital .going in and so.ying, •tle ' ll 
stand hero and take 11 te~r stocks, not all by 
any menne• - but it did create an absence of 
selling and that had a good psychological in­
fluence on the market . And I think if t he 
Federal Reserve would reduce their marginal 
requirements to 25 or 30 percent - we reduced 
them in 1929 to 20 percent, which was a t remendous 
help to t he securities carket. 

Ue could do t hat. However, t he law requires 
that in fixing margine we don ' t take into 
account the question or stimulating acti vi t y 
in the stock market . The purpose ror tfhich \le 
are given t hat ia tor credit purposes. 

Well, l!arri ner, that 1 e outsi de the ques t ion. 
Nobody has any thought or engendering any 
activity i n t he stock market . Christ, what 
ve want to do is to stop the activity 1n the stock 
market . Ve also want to stop these margin calla. 
I got the margin calls froc one house - happened to 
be my own firm; just asked them for this informa­
tion for curiosity ' s sake. Last Saturday corning 
they had 137 margin calls, a total of 535 thousand 
dollars in oalle. lTell, I think t hat ........ . 
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But reducing the margin doesn ' t ~olp that, it 
helps future buying, 

Well, i t will help future buying if' a fellow 
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can buy for a smaller amount of ~oney than he 

puts up. I f he can buy more, you are encouraging 

some buying. 

I also think that the SEC could, under t heir 

section 916 - I think t~ey could establish 

some pegging , stabili~ing, and fixing rules 

which would enable peopl e who kno•;t somet hing 

about the value of individual securities t o 

come in end buy the stocko if they are selling 

at a ridiculous price. In other HOrde , let 

the law of supply and demand and the natural 

laws of the economy 1rork, rather than try to 

close the door after the horae has escaped, 
I 

So I am not in sympathy at all ~tith closing the 

Stock Exchange under any considerati on. I don ' t 

think it is neceesary (Uid I th1nlt it would be 

an admi ssion that '~e can ' t handle our o1m 
eituat i on. And then we open up that horri ble 

gutter market again where people have money 

stolen from them righ t and left . They didn't 

have a chance to protect themselves, and the 

absence of publ i shed quotRtions was, in my 

o:;:>1nion, the uorst thing that 11as ever done to 

the American people, because, my God , the things 

you could perpetrat e on the American people -

you ' d go out and eay, "I' ll gi ve you thirty­

five dollars tor t his share of stock, " when 

1t may have been selling in the open market 

at forty-rive. People ha~ no way to protect 

themselves whatsoever against tre.u<".. So I 
think it 1 s throlf1ng away the thermometer to 
prove you haven ' t got a rever. 

You ' r e not opposed though t o the suggestion the 

market be kept open but that certain restr1ot1ons 

Hell, I t ell you, the beet pl an I 1ve heard tor 
that - I don ' t know whether the SEC agrees 1dth 

this or not, but the best plan I've heard tor 

that ie a program •,;orked out by the Stock Exchange 
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which wi l l oermit about a 10 oer cent fluctuation 
each day, which io a pretty 1dde fluctuation when 

you co~e down to it, but i t does stop things some­

where. And it 1·roul d r;;ive t he Compt roller of the 

Currency t he right also - it lroul d give hi m some­
thing to p eg, t o hang hie hat on s o as t o say that 

the banks may lend a certain number of - X dollars 

on X stocks . It woul d give him a very s~od basis 

for calculation of what the banks could l end on 

various types of securi t i es. 

Ho1; has that 
l~r . 1/allace? 
pretty ~1ell? 

•~rked out i n the commodi ty markets, 
You ' ve bed that . Has that worked 

~iell , you see , i t was on a f i ve- cent basi s on 

11hent . Baclt in the fall of ' 33, b efore it wee 

oade a oe.tt er of le11, ue arbi trarily had that in 

operation. Aa l ong as there was great instabi lit y 

a.'"ld prices were t ending t o decl i ne 1~e e~tid , "You 

can go f i ve cents under the precedine day, go 
five cents this day ," when perhn~s it should have 

gone sev£n , and then say the next day t hey can go 

another five. Ue had that as long as i t was a 
>dld mnrket. The speculators and some of the 

c~sh gr n1n houses and some of t he bnnker s backing 

the cash grain houses sai d that thet rendered t he 

Exohanl?;e inoperati ve over certai n peri ods or t i me. 
I navel' 11ae convinced by their arguments. 

You t hi nlt i t di d do some good? 

I think it di d . 

You see , i t' s substan tiall y the same i den. 

\/ell, whe n I used t o be a ltheat operat or over in 

Farm Credit in 133, buying a mi l lion bushels a t a 

t i me, I thought that that five- cent thing was very 

helnful. Uhen it 1·1ae going down, I thought it was 
hel pful. I was a wheat oper ator once f or Hr. lfallaoe, 

with Hr. Hopkins' money. But I thought - I once 

bou~~t five million bushel s of wheat in three 

minutes and t hen t ainted. That was no Jolte. 

You did? 

I di d . I wa s actual l y dizzy. Fortunately, it was 

12: 00 o ' clock. I t i t had lasted another five 
minutes , I woul d have f aint ed. But I wa s absolutely 

diU.T. 
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Xa7 I take the llbert:r ot lllalting thie eugg .. uont 
Inasmuch ae Kr. Harrison is coming down in hie 
oapaoit:r ae our thoal agent, and Kr. Inollte, 1lho 

operatee tor ue 1n the foreign exchange, would it 

be out ot place to euggest t o :rou that the Head 

ot the New York Stock Exchange would be here 
tomorrovt 

The President •• .. .... 

Martin is awa:r. Get Eddie Bartlett. Re 111 come 

in. 

Can we get Mr. Bartlettt • 
Yes. 

~cy thought is we' d continue this at 9 :30 tomorrow 
morning - this conversation - and I Just was taking 

We ' ll get him down. 

Would you have him here at 9: 30t 

Sure. 

Would :rout 

Now, we're going to go over. I 1d like Hr. Wallace 
to go with me, and Mr. Frank, it he would; and 
M.r . Ecolee. 

I'll be glad to go it you would, •• • .• ••• 

I 1d like very much it you would. And :rou 'll go, 

Johnny, won't yout 

Now, what I '• going to say to the Preeident ie 

this - having drese reheareal - •Mr. Preeident, 
we need an executive order; I 111 have i t read:r 
eo that it :rou think it ie v1ee to un 1t we 
oan put on foreign exchange, it the oooaeion ehould 

eo ariee. I'm aellting you tonight whether you Will 
117 to me verball:r that it ill all right to give i t 

to the Attorne:r General, becauee he eaid he could 
eet up a committee to wort all ni ght to g11r11 it 

to ue. J'urthermore, I 1d like to aelt :rou to 

approve •7 eoulading out through our Treaeul'J" 
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representatives in London and Paris nov, verr informally, tonight, still - it we do it ~onigh~ t he7 can go ~o vorlt toctOrrov 110:ming - and the thought is that they sbould follow vho.t we call the English plan, so that amongst the Tripartite countries there would be a concerted action. I just v1eb to start these oonvereationa and ~hat ' s as tar as I can go. • · 
Certainly Mr. Hull or anybody else cannot object to that, can the7, huht 

(.Nods no). 

And I uon 1 t aay anything about closing exchanges; I 111 Just go that tar tonight in my talk with our men in London and Paris. 

It you ge t the British permission. 
To discuss it with France? 
They gave you that information very oonf1dentially. 
Oh, I'd at>.y - Cochran has that 1n his Mllds. I wouldn ' t say "v.hat t he British did. • I 'll sa1 to Cochran •something along the same lines, and you know what I' m referring to. • See what I meant 
That ' s different. 

No, no. And he can begin to - and not talk an:r­thing about olosing exchanges or anything else, but ••• • ••••• 

In other words, 70u won't e&7, "This i a the English plan. • 

No, Harry's right. No. But Cochran haa the Engl.1ah plan in his hands nov. 
Then I take it, Mr. Frank, :you want to talk to h1JI about getting an executive order too. 
I don't think we need an executive order, but I 1d lilts to have the Attome:r General adYiae me. I think all we need to ea:r ia •approved. • 
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That ' s Just as tar as we'll go tonight . Noll cer­
tainly I don 1 t see :!lo" any reasonable person c an 
object to that . \lha.t! 

·.:ttllnce: ::o . 
:~ .. ::. Jr: 

IJI11t e: 

1-: . ::. Jr : 

::cclcs: 

H. ::.J r : 

Eocloa : 

H. l:. Jr : 

:ecl~s : 

~ . . :.Jr : 

:coles : 

And then :1e 111 have to t<Ork out eo me wa:y - I don ' t 
lr.nou how - 11e have nobody in Canada; 11e 1ll do it 
through the Canadian 1-linis ter. 

Raises the question 1·1hcther you ' d do 1t d i rect 1dth 
Canada or through En.,;land. 

I don ' t think so . 

Can Mybody - l-!4rr1ner, can you see ho~t anybody 
can ob ject to tha t ? 

·.:ell , I cnn ' t s ee tlhy t h ey should. 

Yes . 

Peo~le can obj ect . Peop l e can ob Ject , but I don 't 
see MY renaon tlhy they shoul d obj ect. 

I 1m not going to say anything abou: our program. 
I 1:!1 going to shou it t o the President. He may 
like 1t, soy, "Go ahead and use it.• 

Ue have a s:atement the.t you asked me yesterday to 
gi ve you people a copy ot, and I sai d that I woul d , 
llo1< this statement t hat we have drawn is a tenta­
t i ve statement sub ject tq the approval ct eaoh 
ot t he Reeerve llnnks. 1/e wMted to say here t hat 
1 t ~rould be the policy ot t he Reserve s yatem, the 
Reserve !lc.nks , to stand ready to make a dvances on 
Government securities at per. under certain circum­
stances, and then i t goes on t o tell something 
about the g eneral credit problem. 

ilell, that isn ' t <1hat I've got . 

l~o, that 1 s an analysis o:r the a tool: market. 

There ' s t he question o:r 1<hether it i s advisable to 
issue any public statement or not . It ' s a question 
11hether you l/111\t to do it. I am rather ot t h ie 
opinion : that tor the Reserve Syste m to issue a 
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statement or t heir own would not be so \fell. I t 1 s 
n question of whether that would be advisable. I 
rather t hink that this may be advisable: that the 
Treasury ei ther i ssue a statement and say they 
are cooperating with the SEO and Federal Reserve 
and Department or Agri culture - issue a stat ement 
that liOUld cover t hio t hing, or l!e could issue a 
joint statement in whi ch ~:e would cover the points 
that lte feel are well to coYer, and t he SEC could 
cover thei r pointe, the Treasury could cover their 
points. And 1! we could ge t together a jo!.nt 
state~ent, it seems to me that if nny statement 
i s ~o!ng to be i saued that type or a statement 
would have a valuable psychologi cal effect in the 
country as a tthole. It would !ncl.i cate that all 
ot the governmental departments had been together, 
that they 11ere t horoughly acquainted >11th the 
problems and that they had everything wel l in hand. 

\lell , i f 11e 1re go1n.:; to do anything, I ' d much 
prefer a joint statement. I don 1 t 1otant to talk -
I ncan i t would @.'0 over the joint names. 

\las 1 t your t hought that a s tatement 110uld be 
appro:priate no>r1 

No , no, to have ouch a otater.~en t ready. :{y t hought 
! o that tte get readf a statement so that !n the 
event of war 1! you re goin~ to close the Exchp~ge 
or if you ' re going t o do ooaet~~ng else, that what­
ever is goi ng to be done wi th reference to these 
probl e:ns ue ~g,;e 'been d i scussing - that after all 
l:e don 1 t vant t he publ i c - 11e don 1 t ,.ant rw:1ora 
and confusion ~~d ~c don ' t ~~nt individual action. 
So it woulci seem to me that it uould be well to 
make a joint statement outlintn& to the public 
the progr am that has been jointly agreed upon, 
that that would be the ltay t o handle it. 

llell now, I t hink - !o that tor you or tor me? 

llell you asked me resterday, you remember - now 
that l e just a tentative outline ot 'what we th1n.k. 
If a statement is advisable - 1r we vere asked to 
issue a s tatement at that time, this 1s about 
what we think we ought to say. But I think thie 
ought to be said 1n conjuncti on •11th the whole 
pi cture. 
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RE PLANS FOR STABILIZING MARKETS 
LN EVENT OF WAR IN EUROPE 

April 12, 1939 . 
5140 p.m. 

Present: 

H .1.1. Jr: 

Mr. Hanes 
Mr. White 
llr • Outfield 
ilr. .c>ernstein 
llr. Lochhead 
l&r. Fe is 
lir. Foley {tor brief perioel) 
!.lr. rrunk ~ " " " ) 

Hello, gents . ~it down, everybody. 
you don't have to go over, do you? 
better stcy here. 

Bernstein, 
I think you 

(On phone) ~ello. l want l&r. Bull. ~an 
I have him now, please? - Bello . - Yes. 
•bank you. { ~onversation with Hull follows~ 
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Hello. 

Hello , Mr. Secretary? 

Ye a . 

Just one eecond, pleaee. 

Thank. you. 

Apr11 12, 1Q3Q 
5:50 p . a. 

I'll put Secretary Hull right on. 

(Brief pe.uae) 

Hello. 

Hello, Cordell? 

Yea, a1r. 

How are you? 
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All right, I've been keeping in good working con­

dition and keeping pretty close at it. 

Well now, this is wbe.t I 'd 111te your advice on. We've 

Just come back trom the President. We 've been having 

a meeting her e with -- at his suggestion -- with 

Ecclee , S.E.C., and Henry Wallace and oureelvee to 

try to get ready , at the President ' s request, in case 

there should be a world war what would we do with our 

market e. 

Yeah. 

We -- we mean it some machinery in c.: a e -- I want 

to say first, everybody is in agreeaent that our 

obJectives are : one, to lteep our markete open if 

poeeible, and t wo, not to invoke exchange control 

unleee it 1 e abaolutelY neceeear7. 

Yea. 

But in order to be prepared in any eventuality, we 

aeked h1m to l et ue get the .u.torne:r Genera1 tonight 

t o paee on the torm ot the exchange control that we 

have eet up, which the Pree1dent approved -- t or the 

Attorney General to paee on, but he eai d he will not 

eign it until the -- the oooasion arieee, and th•t 

• 
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the Attorney General tonight ie alao aaked -- paaaing 

on the legality or the oloeing or the etock exchange. 

Yea. 

And Henry Wallace ie drawing up a draft or an appeal 

on the part or the Preeident 'o the commodity ohAngee 

in case he ehould desire that they - - they should be 

closed. 

Yea. 

Now, all this is machinery in oaee they want it, but 

everybody that has met here ie a hundred per cent in 

accord that -- that we want to keep the market s open; 

we want t o have a sign out •Bueineae• ae usual, and 

we don 't want to impose exchange control. 

That's in case or war. 

Only in oaee or war. 

All those things. 
\ 

Now, we've invited George Harrison t o come down here 

tomorrow at nine-thirty as our fiscal agent, in order 

to talk over what we should do on a voluntary baeie ••. 

Yeah. 

••.... if necessary. 

Yeah. 

Also, either the President or the New York Stock Ex­
change and the - - or the Chairman, whoever ia there. 

Yeah. 

All or t h ie as preparation. 

Yea. 

Now, the thing t hat -- I'd like to read a very ehort 

statement. 4e you know, Butterworth eent us about a 

week B&O a proposal that the Engl1eh had in mind. 

Yea , I read that. 
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And then we aaked the J'renoh if they had anyt.hine in 
mind and they said , "No. 1 Now this 18 a very abort 
etatement, and I would like to read tonight t.o 
Cochran and Butterworth. 

Yeah. 

To take up with the members of the Tripartite 
countries, if you think it. 'e all right. The Preei­
dent thought it was all right and could see no 
objection and thought it would be a protection 
against -- outside of demoralhine our urltet.s. 

Yes. 

Now, if I may, I ' d like t o read thie. 

Yea. 

1 The countries who are members of the Tripartite 
Accord and their nationals now hold 1n the United I 
States over $500 million of earmarked gold, and 
over $1 billion of bank deposits over $2 billion 
of American securities and over $1 billion of direct 
investments. Doubtleaa •••.•. • 

Whioh countrie s l s that.? 

Well now that • • ••.. . 

The Tripartite Agreement. 

Of -- or the count.rlee . 

That's Great. Britain and france. 

Belgium, Holland and Switzerland. 

Yes , that's right. Thoee --those ••••. 

Those flve . 

Yeah. 

"Doubtless each of the oount.riee likewise has eub­
atantial holdings of aaaete in other count.rl ee.• 

Yeah. 

Kay I go on? 

Regraded Unclassified



H: 

!DI.Jr: 

H: 

HUJr: 

H: 

HUJr: 

H: 

HIJJr: 

H: 

H!.IJr: 

H: 

HllJr: 

H: 

HliJr: 

H: 

IQfJr: 

-. - 119 

Ye1. 

•n has been the policy or t he Uttited State~ treeq 

to otter ita banking, i nYeetment and gold facilities 

to the governments and nationa ls of foreign lande ••• •. • 

Yeah. 

• ••• . •• and thus to provide a haven tor funds seeking 
i nvestment and security, and it is our hopeful desire, 
ae it ia no doubt yours, that we shall be able to 
continue to do ao.• 

Yea. 

•we feel that the interests or the members ot the 
Tripartite Accord now make it desirable that ther e 
be prompt ooneultation directed toward protecting the 
eecurity, commodi ty and money markets in the event of 

war, and agreeing upon effective measures tor that 
purpose; wi th particular regard to preventing panickY 

markets and utili~ation ot aaaete in the markets or 
other oountriee . • 

Yeah. 

•our J oi nt interest in this problem, together with the 
record ot eatiafactory cooperation among the members 

adhering to the Tripartite Accord ebould aeeure the 
euoceaa or such consultatione. • 

Yea. 

•we would appreciate a prompt expression of the at­
titude or your Government with respect t o th1a 

proposal." 

Yea. 

Now that -- that ie what we ha•e 1n mind. 

Well, that's not -- that ' s not -- that is bringing 
up auggeationa t 1ret t o get the reaction trom the 

other countries, isn 't it? 

That ' s right. 

And i t ' s not taking any tetinite a cti on unless •••••• 

Wone what - - none wbataoeyer. 
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Nor - - nor even adopting plan• until you hear trom 
the other government•. 

AbsolutelJ . 

Well, it etrikea me -- now I -- ot couree, I have 
right smarhd contidence tn Liveeey a.nd Pasvolek:)" 
and some ot those fellows in particular. 

Yeah. 

And I haven't talked with any ot them. That looks 
to me - - Just speaking -- you understand how I'm 
talking otthand here -- it locke all right. 

Well now, we had -- our people Ooldenweiser was 
here from the State Department -- tor Federal Reserve. 

Yeah. 

And there were two people from S.E.C. and there were 
tour or five people trom the Treasury, and there was 
Herbert Feis. 

Yes. Well, he's ordinarily pretty -- pretty good. 

Well , Herbert wa e very much excited. I don't know 
why. He got terribly excited about this. 

I see. 

And • • •• • . 

He oame back and tried to tell me something. I told 
him to go and write it down. 

Well, he was terribly -- he was terribly exo1ted. None 
ot us could understand why because usually he ' • eo 
cal.JD and collected, but he Just eort ot Juaped up and 
got very excited. Now, we're not pommitting thi1 
Oover1111ent to anything; we're Just saying that we'd 
like the reaction ot these other countries . 

Yeah. 

And I oan • t see any hal"'ll. Personally, I think there 
might be some good out ot it. 

Regraded Unclassified



1!: 

I!I.!Jr: 

!! : 

l'l!J r : 

!!: 

!!lo!Jr: 

!! : 

HJ.!Jr: 

H: 

HKJr: 

H: 

IDIJr: 

H: 

Hl&Jr: 

H· . . 

llliJr: 

121 
- e -

Well , I -- if you need t o go forward with it toni ght , 
I wouldn't want to -- t o etand in t h e way Just be­
cause I could only offer a layman 'e offhand opinion 
at this time. 

Well -- well, no. I -- it's much more than that. 
I mean, the only reason I 'm pressing tor tonight is 
that, frankly , I --I 'm frightened and I don't want 
to wake up in the morning and ttnd that a world war 
ha s broken out and I'm not ready . Now, the President 
you see, Kennedy called the President on Saturday •.... 

Yeah. 

..••... and sai d , 1Are we ready 0 7 The President asked 
me Monday and I said, 1 No , Yr. President, I ' m not 
ready and as tar a s I know none of these agenci es are 
ready. • 

Yeah. 

Well, he said, "Please get ready . • 

Yeah. 

So we bad this meet i ng yesterday a t wh ich Feia wae 
present and we met again today, and t hen, 1n order 
to report to the President we walked over there. 

Yeah. 
Wanted to report. And I -- he explained the th1ng, 
and . .•.•. 

Well I -- I -- my gueea would be, Henry, that 
t hat since you are Just maki ng an inqu1ry and are not 
ac t ually adopting anyth1ng ye t •.•• . . 

l'm not. 

.••• . . that ••••.. 

You -- you 'd -- you'd have plenty of time af ter the 
answer s come back. 

The matter would be -- would be w1de open t hen, 
wouldn ' t i t7 

Entirely. 
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Yeah. 

Now, we'Ye done buelneee b etor e and I don't think I'Ye 

ever mieled you yet, and I don't i ntend to. 

Yea -- I'Ye been awfully tied down t oday. 

I ltnow. 

And am toni ght, real~. I ' m tr,ring to -- i t'e on 

two or three t hi .nga the Pree ident ie direct~ 

intereeted 1n. 

I understand. 

So all I can do i n t h ie instance would be Juet to 

Well , all we're asking is that you ' ll trust the 

Federal RaeerYe , and the S.E.C . and ourselves to 

make this inquiry. 

Yea. We can - - suppose I eay that we Just preserve 

reserve - - that we don't object to you goi ng on. 

Of course , but -- through utter lack or time on that 

part t hat I don ' t undertake to express an opinion on 

the merits . 

But you don't otter any objection. 

Not - - I'll not obJect it -- it -- in view or what you 

say -- t hat you and the Reeerve System and the 

Pr esident , all or you, have deci ded on the teaeibility. 

Well, and -- and you will have opportunity-- when 

the anewere come back, I'd l ike very much t o take t he 

anewere and come over and eit down with you and t alk 

over . .. . . . 

Well , we'll get things worked out then, I ' m eure. 

Now, there's one other t hing. They a ll thought we 

ought to toaorrow aorning - - to -- the time taot or 

put t he eame thing up t o Canada. 

Uh-huh. 

See? 
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Now, could you have soaebody arrange to have the 
canadi an Kiniater come to .r ottice the tiret thin& 
tomorrow morn1n&f 

Yes -- or it you'll Juet have hi.m call and tell hia 
that I euggeeted that you do that . 

Well , it t hat' • a ll right. 

Yeah. 

And then 1t -- it Feis 1s around -- it be could come 
back and - - sit back here aga1n while we phone, why, 
t hen we 'd be back on the same baeie that we always 
were . 

Yeah. Wel l ••••.. 

Unless be •• • ••.. 

We'll -- we ' ll all bump along 1n some fashion. 

All right. Well then, I'll do it tb1a way and then 
I'm go1ng t o conti~ this by cable, so we ' ll make a 
record ot it. 

Yea. Al l right, Henry. 

And i s - - is Feis around? 

No. I told h1m I didn't understand b1m. I said, •ao 
and write this down. I'm awfullY busy on soae other 
things anyhow. • And I lulvsn 't heard trom him. I 
don't know whether he did or not. 

Well, it's Just exactly the way I ' ve stated it. 

Yeah. Well, thank you very much, Henry . 

Thank you. 
• 
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I think that soae - they ought to see tbat 

statement and O.K. it, if that ' s what they 're 

going to transmit, so there won 't be auy ques­

tion. 

124 

No, I 1m not going to - the President's going to 

see it. lhe bell with it. 

(On phone) If Dr . l''eis is around, a sk - f i rst 

place, put in a ca l l for Cochran and Butterworth -

Cochran first and Butterworth - see if they can' t 

get one a fter the other, see? Tell them it 1 s im­

portant; I went to rush it. And then while you're 

putting in the calls - they ' re a t t heir homes; I 

sent them a cable to be home - then let me talk to 

Dr. reis , please. 

llha t is the technique with respect to Canada? IJo 

you have t o do a.nythi ng with Great Britain or do 

you trea t Canada , so f ar as you are concerned, as 

a s eparate country? 

I think s epa ra te. '!bey 've go t a separa t e centra l 

bonA, so forth and so on. 

(To Ki eley) would you cell up the Canadi an 

Legation, please, and a sk the Canadian Minis ter -

tell h1lll that I have s poken to the ~ecretary of 

St a t e end tha t l would l ike to have him here -

I wonder what time ; we start at 9 : .30 . 

Ahi t e: Would you have to speak t o ~ochran first, or 

Butterworth? Is tha t necessary? 

H .~ . Jr: I s hould think if be was here a t - tell nim it's a 

financial matter that l want to communicate to the 

Treasury of Canada, see? You g et his secre tary on 

the wire . And if be could come billlself, I would 

appreciate it, at 9:15 tomorrow morning, at the 

Treasury . It ' s a financial matter and the ~tate 

Department - and llr. liull and I would like b!Ja to 

be here, if he could , at 9 :15 . As it ' s a financial 

matter, if be ' s not there, then their Counselor. 

But I would say it ' s a financial matter. 

Ber nstein: At the risk of really repeating ~arry ' s question, 
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if the approach is through the 1ripartite, 

even assuming Canada t o be an independent 

country, can you approach Canada prior to 

approaching a t least one of the other Tri­

partite members? 

(On phone) Hello . 

Dr. Feis is with Secr e t a ry Hull. 

(On phone) Well, leave word that if be can come 

over t o see me within the next 15, 20 - well , 

as soon as be comes out, ask him t o call me . 

All r ight, I will. 

Feis was sitting right there next to him. 

ne may have been sitting outside . 

dhat do you s ay about t he ~anadians? Oh, t his is -

no, I'm not going t o do tnis as a l ripartite 

ma tter; I •m going t o do t his as an extra . We 've 

got to rewrite this leaving tnis out. You can 

say, "I have communicated this to the lripartite 

countries; I ' d like t o ask if ·Re can get similar 

coopera tion." 

The advantuge of doing 1t through the 1riparti te -

I don ' t AnOW whether it1s important or not - lies 

in the f ac t tha t you would be confining yourself 

to certain c ountries and not have t o e xplain wny 

you didn' t take other countries • . 

But my dear Harry, if you know the ~anadians , 

it ' s not a Dominion, it' s completely s eparate 

with i ts own Parliament, and I t hink they would 

t ake great umbrage •• . • 

(On phone) Hello . (~onversation with Feis 

follows : ) 
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I've Just completed a very eat1etaotory talk w1th 
Kr. Hull . 

I Just come out -- I went h1e otf1ce on the tail of 
your tallt. 

Yes. And 1f you could oo•e oTer her e now, I'd l 1.lte 
t o eee you. 

Right. Well, I'll -- I'll wait until I get there. 
I ' ll be over there in about five minutes. 

I put in a call for Ooobran in the meantime. 

All r1ght. 

Please. 

Right. 
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llou know, terribly funny, bavi.ng Just read t his 

article here in the Post - I mean to be !ight back 

again at the old game . 

No, knowing Canada - I mean ¥r. Bull - I said, 

•Can I send for hl11'l" and he said, •:r.es . " ae 

didn't think it was tunny. And I know Canada ; 

they ' d take it a damn sight better from us than 

they will from Kr. Chamberlain calling tbem up. 

Yes, I think so . 

Now, if it was hewfoundland, it would be different. 

Newfoundland is a Crown Colony . 

I finished that sherry; now I'll get r eally argu­

mentative . 

Bernstein: Maybe that ' s wby I ' m a little argumentative - because 

I finished my sherry . But isn' t darry ' s point, 

assuming that Canada is an independent - supposing 

it weren ' t Canada, supposing it were •••• 

olnite: i:>weden • 

.oernstein: ••• i:>weden t ha t you were approacbing . Would you 

upproacb Sweden on this matter before you sounded 

out the other members of the Tripartite, and parti­

cularly .ori tain and r'rance? 

H.!.! . Jr • lies. 

Lochhead: Brit ain bas already said they 1 r e going t o do this . 

Bernstein: This document that you are now going to send over to 

the British talks in teras of a Tr ipartite arrange­

ment . Will they feel that we a re withholding informa­

tion from t hem? 

H.M.Jr : Oh, I'm telling them tonight I 1m going to do it with 

Canada . 

Bernstein: I• m sorry, I misunderstood. 

H.!l . Jr: I'm telling them tonight I' m going to take it up 

with Canada . O.K. now? 
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Perfectly. 

:tou ' ll be interested to know ••• 

(On phone) lell Miss Chauncey to come in if she 

is still here • 

••• t oday when we spoke to England about shipping 

some more gold - they gave us 14 million t oday, and 

I haven't called - had t hem call up so t hey ' d catch 

it on this week ' s boat; and they said they were busy 

boxing up 25 million for Switzerland t o send over 

this week. 

Vi ell I want to s ay t hB t in our conver sati on with 

th~ President, so we ge t this thing down, f i rst we 

cleared t ha t the ~xecutive Order goes over t onight 

t o the "'t t orney lieneral f or his - t o be passed on. 

l be President sni d he w~n•t sign it until the occa­

sion arises , but we should lteep it in our safe . 

Mr . rrank got his approva l that he s hould send 

over what they want t o do in t he case of t ho closing ..._ 

of the Ne11 Xork btock ~xchange . 

And lilr. nallace said we should include the wor d 

"commodities ," see - include the word "commoditi es ," 

so that we take him under our wing . ~e also said 

he would prepare f or the Pr esi dent' s signature a 

pr oclamation of an appeal t o t he commodity exchanges 

t o close, because Mr . ••allace doesn ' t think he has 

the authority . 

:!be President read this thing v ery carefully, and 

he said, "I c an't see anything the ma tter with this." 

l:i.e said, "J.l l it does is look aft er our own inter ests ." 

I told nim about ~eis - that we wer e nothing but 

rasci sts , and I told him - I think everything I told 

r eis I was very careful on, wasn ' t I ? 

Ub-bub. 

So be still - a nd be questioned us very closely, 

sa id while the .~>ngl1sh were trying t o get started 

couldn't they - some of the insiders or the i rencb 

transfer some of their balances; thought they could 

t ake some of the gold ear ma rked and sell it to a 

priva te citizen . I t old him i t was impossible . 
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There is one point that might be raised with 

respect to your working through the cooperation 

of the banks - may develop l ater - that the banks 

may b e very willing to cooperate but they may not 

have the power, in which case • •• • 

They didn 1 t say t bat i n connection wi tb C zecboslo­

vakla . 

oo ell, maybe no t for f our or five days, but on a 

blanket order covering al l foreigners they'd say, 

",Ve ' d very much like to cooperate, but we ' re 

exceeding our authority . " 

\tell, Harrison today said be was in consultation 

Nith his own people on this thing and he'd come 

down to!llorrow morning. And the thing .1. was sur­

prised at - they hadn't tiSked the stock exchange 

people to come doKO, bad they? 

I think this is all right. I nope to uod we don't 

nave to use any of it. 

Did you want to make changes 1n t bat befor e you 

read it to Cochran? 

I•ll put in the ~ord "commodity ." 

But the wor d "Tripartite ." 

Tbat•s f or Canada -bas to be changed t omorrow 

mor ning . 

(~ eis comes in) 

Hello, Herbert. 

Hel~o, Ur. ~ecretary. 

Having a little dri nkie? 

Just getting a little one . 

"bo would be t he next 
~in1ster bas the flu. 
Riddell or Mahoney? 

Riddell. 

man from ~anada? The 
Would it be Dr . ••al ter 

• 
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Ridd, ll . 

Before you telephone, could I t a lk t o you a minute? 

Sure . 

hS I unders t and it - as I say , I just bad a minute; 

the Secret ary a sked me t o put it i n wri t ing, and I 

t ook t his time putting i t in wr.1 t1.ng 1 and by t hat 

t ime he was t alking to you , and I spoke to him and 

he said that your present idea was to address simple 

inquiries •• •• 

Just like that (banding l''ei s copy of intended 

message) - t ha t and no cor e . 

"hich seemed t o me f i ne . Just a simple inquiry . 

Now, t hinking on t he way over then about who t o 

address i t to, ~anada came into my m.ind as possibly 

pr esenting a little bit of a speci al pr oblem that 

you ' d ~ant to think about a bit, in this r espect. 

Certainly Nith ~ngland, Fr ance and ••• 

Viell , here's to peace anyway, in the war in t he 

wor ld and between Stat e and Treasury . 
• 

Yes, sir . hngland and ~ranee - a t least, England ' s 

a l ready said i t would do certai n t hings ; I •m almost 

certain that F'r ance will agree to do t he same . '-ven 

i n Canada • • • • 

(On phone) Hello . Yes. - ~ut ••. - yes. 

Paris is busy ; we can ge t London f i rs t . 

I Jus t want t o throw out this t hought. l •d ant i cipat e 

that before addressing Canada - that when you got in 

a discussi on wi th t hem t hey ' d pr ess fo r a r eci pr oca l 

basis, while none of t he others might; and I think 

you want to bear that in mind befor e you get i n very 

far wi t h a Canadian di scus sion . 

••hat would tha t mean? 

I Jus t don ' t know yet . 1 1m Just calling your att ention 

to i t. 

l t would be perfectly all r ight - what is cal led tor 
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tber e i s tbe exchange of infor mati on - as far as t he 

exchange of i nformati on is concerned . So f ar as tbe 

ac~uisition of foreign secur ities , t hat' s a diff erent 

mat ter . But it may be t hat t hey have some s uggesti on ; 

we ' re not recommending any specific proposal as yet . 

This is a quest ion. 

•hey may ha ve suggestions of t hei r own which would 

make it ~ossible t o have reciprocal arr angements; 

und tney need not be the same arrangements which 

exist in other countr ies which happen to be abroad . 

Let' s put vaneda aside for t he minute . ~bat I had 

in mi nd - what I t old Yr . Hull, whe t he agreed t o, 

what the Presi dent agreed to, is that I r ead this t o 

Butterworth t onight and tell him t hat we er e reading 

t his to Cochran and ~ochran is taking it up wi tb 

France, aollena, Swi t zerl and and Belgium, and t hat 

ne shoula inform the Hrit i sh Government, you see, 

and particula rly ~r . ~ennedy , because it was Mr. 

~ennedy who s tar ted this whole thi ng by phoning the 

President l>aturday and asking if 1ve were ready; and 

t he Pr esident asked me Monday if I was r eady and I 

sai d we wer e not. had the ~resident said, "Please 

get ready," you s ee, because after a ll tha t ' s the 

way we did befor e . 

t<ow, tae ev .. luation of a eyboay, I guess, is that if 

t here is going to be trouble it ' s going to come this 

week; and tne reason I have been t ry ing to do it 

t onight and push is b ecause if tney get this thing 

tonight , they can, between DOl'/ ond noon tomorrow, 

which is by seven o ' clock our t ime tomorrow morning -

~ocbran wi ll have covered t he Continent . I don't 

know whether you (FeisJ were her e or not, but this -

a memorandum which was gi ven to me by S. e .c . : what 

taey 're .vorrying the mos t &bout i s for eign selling , 

and t his wi ll t ake care of i t. 

lhi s looks to me all right. 

What? 

Tbis looks to me all. r i ght . l have only one questi on 

on phr aseology. 
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Well, you1ve still got time. 

"··· in the event •• • • - I don' t know whether you 
want to be a l ittle more specific to avoid a 
possible ambiguity. This is phrased "· ·· in the 
event of war. • " ·· · event of war i n Europe." 

Doesn' t it say that? 

No. What do you think - add i t? 

Yes. Sure. 

Only tbi.ng that would be disturbillg 1s that there 
already is war elsewhere . 

l don't want i t to s111gest t o aeybody the idea that 
we're going t o get in tbere next week. 

Where does it say i t
1 

Herbert'! On yes - 11 • •• war in 
Europe." Gee whiz, wonder if we have time • • • • 

(On phone) ~ind out if there's any stenographer, 
please, left in my room. ! f not 

Bernstein: You can get one from my offi ce. 

B. !I.Jr: dob is there . 

l'eis: 

White: 

Fe is: 

ll.ll . Jr• 

•hite: 

(On phone) ?ell ~ob to come in, please. 

If I may continue to s~gest, I think among your 
verbal instructions to ~ocbran if before he 
broaches this he ' ll start out by saying, "Now, 
this doesn't mean that the American Government 
believes war is coming tomorrow or aeything of the 
sort,• if he ' ll make t hat clear in bis verbal 
introduction. 

It it was coming tomorrow, this would be too la t e. 

By tomorrow means next week, twQWeeks . 

That ' s all right . Go on. 

Do you get the impression reading that that they 
will inter pr e t that we ' ll offer t hem recipr ocal 

• 
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action? I f so, we ought to cor rect i t. 

a.M.Jr: dave you got another one of t hose? 

Bernstein: Yes. 

ie!s : I should certainly expect in the case of ~anada -
if I were Canadian Secre t a ry of tbe Treasury, I ' d 
say to myself tba t "I 1 m going t o have a security 
marke t problem, t oo; no N, if I take obligations 
on vis-a-vis the United Sta t es, will they take it 
on vi s-a-vis us?• It may be that some other country 
will r a ise tbe sue ques t ion, but it's not nearly 

olh1 t e: 

~bite : 

f e! s : 

Fe is : 

fl . !l. Jr: 

Feis: 

H. li.Jr : 

as likely. That's why J. d istingu!shed that '-anada 
s uggestion . io~ might want t o think that through 
a l ittle bit befor e we plunged in with Canada . 

(~o McHugh) After the word "warn put "in Europe . • 

Unfortunately, Canada • • •• 

Just a second, let ' s see if lir, Feis has anything 
else. 

Canada is a lmost as i mportant a s ~ngland so far as 
this parti cular thing is concerned. 

If they raise the recipr ocal character, we can 
always say we can't do it or can do it; can a lways 
leave it for later discussion. 1 should think it 
would almost inevitably be r a ised by Canada. Whether 
Holland, "'witzerland and Belgium will raise it, I 
don ' t know. nfte r a l l , t he American holdings of 
t heir s ecurities are not important. I don't think 
they'd be likelY t o r a i se it. 

!low, my understanding with r.tr. liull is this doesn't 
comm.i t us t o anything. 

That's an inquiry - exactly . But I ' m trying to 
foresee what •• •• 

All right. 

~anada, for other reasons, might welcome the 
inquiry. 

Wow, what you want t o get is this. ~r . Wallace has 
asked us to take b~ under our wing and that' s why we 

' 
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Feis: 

ll.~ . Jr: 

Feis: 

fi . :i .J,.: 

-ll-

have included the word "commoditT," see? 
reads now "security, coDIDI.odity and money 
you see - and particularly Canada . 

The thine 
markets,• 

Well , as an inquiry it's all r ight: see what the 

problem is and what could be done . Sure. 

You tbink it over. We can get - I wasn't •••• 

No, on the inquiry line - the point that was so 

new to me and tbat I hated to try to digest in that 

short time was this suggestion that to t r y to make 

this effective, when you r eferred to the possibHity 

of all tbese things we were going to do ••••• 

This is tbe memorandum I bad, and it hasn't been 

cbanged at all since you left her e, with the 

exception of the 11 co11.111odi ty." This is exactly the 

thing I had wnen you wer e here . 

That probably covered the memorandum, but the 
aiscussion covered a much wider ground. 

I said I was putting a bsolutely the worst face 
on it. hnd the President ' s reaction was that there 

is nothing to tbis - and I t old bi.m ~verything that 

I said w~n you Nere here - other than that we ar e 

just exploring all possibilities, all avenues . 

(On phone) Hello. (Conversation with ~ocbran 

follows: 

• 
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!IIIJ'r: 
!!. llerle 
Coo bran: 

!".JJr: 

c: 

Hello. 

Hello, Kr . 8eoretar;y. 

April 12, lQ~Q . 

e:a5 P·•· 

Well , we' re back at the old etand again. 

Yea, it aeema natural. 

HUJr: And -- Kr. Feis ia here. Have you get a pencilt 

C: Yes, I have one. 

HUJr : This is a -- well, I ' ll read i t to you, eee? 

C: 

HUJr : 

C: 

i!IIJr : 

C: 

!!!AJr: 

C: 

!!IIJr: 

"The countriea who are membera ot the Tripartite 
Accord • ••••• • Hello? 

Right. 

• •..... and their nationala now hold in the United 
St atea over $500 millton ot earaarked gold, over 
$1 billion ot bank depoaita, over $2 billi on ot 
American aecuritiee and over $1 billion ot direct 
investments. Doubtless each ot the cou.ntriel like­
wise ha s 1ubstantial holdinga ot assets 1n other 
countries.• 

Right. 

Hello? 

Hello. • •. • •. in other oountr1ea. • 

That ' s a paragraph now. 

Yea. 

1It has been the poli cy ot the UD1ted 8tatsa traely 
to otter ita banking, 1nvaatment and gold taoilitiee 
to the governaenta and - uonala ot foreign lande 
and thus to provide a haven tor tunda seeking inveat~ 
ment and eecurity, and it 1a our hopeful deei.re , aa 
it ie no doubt yours, that we ahall be able t o con­
tinue to do eo. 

•we tee l that t he 1ntereeta ot the members ot the 
Tripartite Aocard now make it desirable that t here 
be prompt consultation directed toward protecting 
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the seourity, · oommodity and .ane7 markets ·in the 

event ot war in Europe and agreeing upon effective 

meaeuree tor that purpose; with particular regard 

to preventing panicky marketing and utilization ot 

aseets 1n the markets or t he other oountriee.• 

Just - - Just a moment. 

Hello? 

C: Yea. 

HllJr: •our Joint interest in thie problem, together with 

the record ot eatiatactory cooperation among the 

membere adhering to the Tripartite Accord should 

assure the eucoese or euch consultatione. 

•we would appreciate a prompt expression or the 

attitude of your Government with respect to this 

proposal." 

Yea. 

I'll r ead it t o you back. 

Would you rather I would read it? 

No, I'll read it to you. Hello? 

Yes. 

"The countries who are aembere ot the Tripartite 

Accord and their nationals now hold in the United 

States over $500 million or earmarked gold, over 

ll billion or bank deposits, over $2 billion ot 

American securities and over $1 billion ot direct 

inveetmenta. Doubtless each of the countries like­

wise baa substantial holdings ot assets in other 

countries . 

"It baa been the polic7 or the united States freely 

to otter 1ta banking, inveetaent and gold taoilitiee 

to the governments and national• of foreign lande, 

and thue to provide a haven tor funds seeking invest­

ment and security, and it ia our hopetul desire, ae 

it ie no doubt yours, that we shall be able to con­

tinue to do eo. 
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•we feel that the intereeta of the members of the 

Tripartite Accord now make it desirable that there 

be prompt ooneultation directed toward protecting 

the eecurit7, coamodity an~ money markets in the 

event of war in Europe, and agreeing upon effective 

measures_for that purpose; with particular regard to 

preventing panicky marketing and utilization of aaseta 

in the marlcete of the other countriee. 

•our joint interest 1n thie problem, together with 

the record ot satisfactory cooperation among the 

members adhering to the Tripartite Accord should 

assure the success of euoh ooneultat1one. 

•we would appreciate e prompt expreae1on ot the at­

titude of your Government with respect to this 

propoeel.• 1 

I have it. 

Now, this is the thought - that you would put thie 

up to the French, Belgium, Rolland and Switzerland •. , •. 

I didn't get it etter French - put it up to the 

French. 

French, Dutch, Belgian and Swiss .•.••• 

Dutch ..•••. 

Treasury. 

Treasury, yes. 

And -- and by -- in the case ot all except the French 

you'll have to uee the telephone. 

Yes, sir. 

And tell them that we 'd like to have an anawer 

promptly. Now, in br1ng1ng this to their attention, 

we're not f orecasting whether war is evident or not -

bello? 

Yea. 

But which -- a s Will Rogers just -- used to say, 'All 

I know is whet I see 1n the papers.• 
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IQIJr: 

c: 
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KllJr: 
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C: 

HIIJr: 

C: 

Hl.!Jr: 

C: 

HliJr: 

C: 

Hlo!Jr: 

.:38 
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Yes , yea. 

You eee? 

Yes. 

And, or course, what we would 11ke to eee thea do 1e 
to do eomethi.ng like whet Butterworth tol4 us about. 

But I am not tree to use that as I understand it. 

No, no. 

And I am not tree to use that. 

No, but you bal'e that in mind. 

Yeah. I have 1t 1n the baclt or JQY head as to what 
they've done, o r course. 

That ' s right. 

Prepared to do. So it ' s really here, t omorrow, 
tha t I'll get in touch with the top man himself. 

That's right. That's right. 

And the only t hing, it ' s -- 1t ' e a little ditt1oult 
to put that up t o the Treasury themselves over t he 
telephone. 

Well, you've got to use your own Judgment bow you do 
i t , but do it taet . 

For -- tor instance, the two men, both the Swiss end 
Belgians are through. You see, the Belgian 1e Juet 
in temporarily. I know him; be'• a good friend or 
mine too. 

Yes. 

And the Swiee one I haven ' t a et y.et, you see? 

Well, l ook •••..• 

He wasn ' t in when I made that tour a.round in Januer;y. 

Well, Cochran , old man, uee your own bead 
do 1t. I leave it t o 70u. 
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Well, ~ only q~estion i s , do you went th1s done in 
a day or t wo or would you g ive me , eay , through 
uond~y to see these peopl e? 

Wha t day i s tomorrow? 

Tomorrow is Thurdeay. 

I g lve you Thursday. 

Well, then I ~an' t see them. 

No . No , you can ' t mAke a t our or t~e oountry. You've 
got to us e the tele~hone. 

Well , i t ' s -- 1t's essentially tor Treasuri es alone. 
You don't wa~t it to go u~ to the Centra l banks a t all. 

Look, get it to the governments , and you use your own 
J udgment. 

It you permit in -- in the cases where I think neces­
sary to g et it through the Central banks, I can ge t 
it tomorr ow. 

That 's all right. 

All r ight, sir. 

And in this case, as 1e always , you will keep a record 
at your end t or me the way you a lways have . 

All right. . 

No~ , Juet a o1nute , let oe eee whether anybody -­
whe t her Mr . Fei s wants t o t a l k t o you. 

All r ight . 

r. e says be doesn't. That 's what he thinke ot you. 

(Laughter) All right. 

Now, Just a moment . 

(Pauae) 

Hell o? 
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Yelt 

When I'• through taU~ to you, I'• go1ng to talk 
t.o Butterworth •.••. • 

Yea. 

HUJr: ••••..• and tell him the eame thing, and tell him that 
you're contacting the -- the Tripartite )(embers on 
the continent . 

C: 

iii.!Jr: 

C: 

l!!lJr: 

C: 

Hl!Jr: 

C: 

HllJr: 

C: 

!W.Jr: 

C: 

fmJr: 

0: 

HUJr: 

c: 

HUJr : 

Yea, the tour members here. 

Yeah. 

Right! 

And -- and the State Department w1ll send you a con­
t1rm&t.1on ot t h is by cable ton1gbt. • 

Thank you. 

And let the -- Ambassador Bull1t.t. know about 1t in 
the morning, will you please? 

All right, 

And you ' ll get. a confirmation ot this. 

All r1ght.. 

How d o things l ook t o you? 

Kay -- may I aek you t.h.1e one question on this. We 
have no ideas ae t o how t.h1e consultation should take 
place. We Just want to advance this much ot the 
propoeit.ion. 

Yea, and then, I take 1t. that the way he did before 
that their reply will clear back through you to me. 

R1ght. Yes. 

See? 

Yea. I eay, we have no more concrete eugge•tion 
th1e to advance to Treasuries. 

Not at th1e poi nt, no. 
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Right. All right. 

But -- but what I have i n t he back o f my bead is , 
and wha t I hope t hey ' ll do - - and you keep i t i n the 
back of your head, that. they ' ll do wha t we - - l et ' s 
call it the Butterworth plan. 

Yea, y es . 

See? 

Right . 

Now, J ust a moment . Hold on please. 

(Pause) 

Now , now -- bar. a r e things? 

They - - they bad a mectlns of the Council of U1n1stera 
today P.nd the will come out tomorrow t hat w1ll 
have something to do wlth the treatment of fore1gn~ra . 

I llee. 

Whe t her i t will touch upon fore i gners holdinss , ! 
don ' t know. 

I see. 

I couldn ' t find out this evening. 

Well •.•••• 

But I ' ll get on that -- I 'll go over t here the f i rs t 
thing in t he morning and see our fri ends t he r e . 

Well , it you bad to bet on peace or war , hOw would 
you make t he odds t onight? 

Well , I ' m too dull; I et i ll t hink i t ' s going t o be 
peace . 

You stil l t hink it ' s goi ng to be peace? 

Yes. 

Well , that' s fine! 
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C: 
(Laughter) Al l r i gbt. 

Hl!Jr: What 1 

C: 

;-:J.rr: 

c: 

~:Jr: 

C: 

Hl:Jr: 

C: 

Hl!Jr: 

C: 

i!l:Jr: 

C: 

!!l:Jr: 

C: 

H:.!Jr: 

C: 

c: 
~:.:Jr : 

I may no t know abou t it 
things haven 't gone the 
gone. I ' d l i ke to 

You ' d l i ke to do what? 

unt i l i t ' s br oken out , 
way I hoped they mi ght 

the people first. 

but 
have 

I should have liked to have done a lit tle more brib­
ing before this t hi .ng got this ~e.r. 

Bribing? 

Yea. 

What do you mean? 

I mean down - - down south. I think it could have been 
done pretty ess1ly. 

Oh ! I see . 

But that ' e enti rely unorthodox , so I . .. .. . 

But-- but you still t hink .•...• 

I still thi nk the gentlcoan who counts t o ten will 
have a chance. 

I see. 

I -- it ' s old-fashioned, but I do, real ly. 

And -- how did t he Bourse -- how did the Bourse aot 
todlly1 
Here 1t wa sn ' t bad. There hasn' t been much tradi ng. 
I t - - i t was week. There ' s still -- s tlllnnervousneee 
and they ' re wa i t i ng very to see what la 
announced t oll)orrow by t he t w o Prime Ll i ni s ter•. 

I s ee . 
It· cay be simultaneously at tour o'clock tomor ,·ow. 

Simul taneous with who? 
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C: 

truJr: 

C: 

!GIJr: 

C: 
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C: 

HUJr: 

C: 

Wr: 

C: 

H:.Ur: 

c: 
~ !Jr: 

C: 

HJ.!Jr: 

- ~ - : 43 

The French and the Br1t1eh. 

• I eee. 
Now, I didn't see my oh1et th1s even1ng. He was over 
and saw the gentleman who used t o 11ve over w1th you, 
you know, and was to send a meeaage at eight o ' olook. 

Yea. 
But I wae at the office at seven-thirty when we got 
th1& mcosage of yours. 

The Ambassador. 

I -- I came hooe then. 

Yea. 
So h1o message hasn't been f1led, eo 1t may be 1n the 
State Department by now, but I haven 't seen him .•••. 

I eee . 
• .•••. e1nce he saw t hese people who -- who have the 
lateat i nformation. 

0. K. 
F1ne . Shall I w1re you tomorrow even1ng what I ' ve 
done or phone you back? 

W1re and telephone bot h. 

Any preferable hour? 

No, any hour w1ll do , Just ae soon as you ' ve got it 
aa long a e 1t's -- well,1f you're-- whenever you're 
ready you phone. 
That 1s , wa1t until I get repl1ee from all of t hem? 

Well, in any event, I - - try to get to me not later 
then taar o'clock tomorrow. 

Not later than •••.•• 

Four, which ie nine o'clock your t1me . 

I -- I'll phone you not later than nine o'clock what 
I have at ~hat time . 
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HUJr: That' a right. 

C: And I ' ll g et as much ae poae1ble. 

Hl.!Jr: That'e r ight. 

C: Good bye . 

HUJr: Thank you. 

0: All right , sir. 

HUJr: Good n.1gllt. 
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•hite: 
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~45 

-12-

( •here follow the aside conversations in t be 
Secretary's office during the pbone conversation 
witb Cochran) 

Get me tbe number of tbe telegram in wbich Butterworth 
sent me this information, so I can r efer by number to 
the cable. 

-- - -
Now just a minute, let me see whether anybody -
'ilhether llr. Fe is wa nts to talk to you. ne says 
be doesn•t. That's what be thinks of you. Just 
a moment. Now just a moment. 

~ny suggestions? 

.Nothing. 

II bat? 

'llant to tell bim tba t you 1r e going to say anything 
about Canada, or isn' t that necessary witll bim? 

••ba t do you (l:eis) tllink? 

I think I'd let tbat arise in the discussion, if 
i t does arise . I can see a dozen questions which 
a re going to arise of wnlcb that is Just one . I'd 
keep it as simyle as I could f or this time. 

but I•ll tell him I•m going to tell Butterwortll - I•m 
~oing to tell Butterworth to tell the ~nglish 
lreasury that he ' s doing this on bis end. 

tiello- when I •m through t alking to you •• • •• 

Now just a moment. l:lold on please . 

Xou asked him bow things were. 

Now, how are things? 

(Conversation tr1 th Cochran ends) 

• 
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(Foley came in during conversation 
wi tb. Cochran) 

Is Lochhead talking to Butterworth? 

de ' s over in his own office ; I think be is . 

(On phone) Is Mr. Locbbeaa t al king to Mr. Dutter­
warth? 
Not yet, b ut I •m going to have bim in about a minute. 

(On phone) -ell, when ne 1 s r ead thet message to 
nim, t b en I'll t alk to nim, see? 

All right . 
I haven't been able to l oca te the A.G., but I've 
t alked t o Miss Baumgartner . Sbe said he left no 
instructions a t the office. There's nobody there. 
~he t alked t o ~emp, but ~emp knew nothing about it. 
He ' s due a t a cockta il party et the Shoreham, then 
be ' s going t o a oinner a t one of the Justices' 
nvuses . 
Justice Stone . He sei d he'd get Bell and Kemp 
toge ther . 
She hadn't seen n1m since ne went on the Hill . 

de sai a to give it t o •1ss baumgsrtner and leave 
it with ner . "b.a t's she going t o do? 

~be ' s over at t he no t el . Going t o call me as soon 
a s . • . 

What hotel? 
J.t the ••asbington, right &cross the street. 

Does be bave to change his clothes? 

She doesn' t know. ne 1ll come back if he has to 
change his clothes; otherwise, he'll go right to the 
cocktail party. l::!aid she ' d call me , but that Bell 
isn' t over at the Department and Kemp doesn't knOW 
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anything about it. 

I'll save a little time - .soing to ask them t o 

put this on the wires. (uoes out) 

Jerry's still down in my offi ce if you want him. 

Well, let 1 s just •• • • 

Have Jerry come down here? 

Give him a drink? 

Sure. 

147 

lie can have this , Ir that makes him sick, be can 

have some whiskey . 

You going t o call him? 

(On nhite House phone) Will you try and locate the 

Attorney General f or me? I t' s important. - 1bank 

you. l hank you. 

Wha t did Cochran s ay? We couldn't get it . 

On, couldn ' t you get it? What he said was tha t be 

was old-fashioned and orthodox - to tra.nspose wbat 

be said - and tbat he thought t bey could have still 

done a 11 ttle bribing w1 tb Italy and be didn 1 t think 

they bad exhausted that opportunity . See? That be's 

in a minority, but he felt they could have bribed 

llussol1n1 dovm tbere . He said that tbey 1ll get out 

some decrees tomorrow in connection with the treatment 

of f oreigners. Now, he said , wh~ther that wil l be 

f oreigners end forei gn capital, be doesn't know. hnd 

it may be a joint statement by the ~nglish and the 

French . But there 's something coming tomorrow. Sai d 

tha t the Bourse was very quiet and that be s till 

thought the.re would be peace. 

(On •nite House phone) Hello. ~bank you. 

Hello. Bello, Frank . l:.d ~oley a nd Jerry Frank 

are here, and t hey got a clearance from the President 

to give you these two documents, and we Just want to 

be sure that you could get them, you see. - ell 

now, t o whom and where? - ~oom 707. Is that where 

you are? Koom 707. Nell, how long will you 
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be there 
in seven 
you. 

at your room? - Well, they'll be there 
and a half minutes . .tloom 707. '.l.l:lank 
(~onversation ends) 

Room 70 7 . 
fellows? 

What the bell is the matter with you 

I don't know. 

What 's the use? Wai t unti l I kid b1m - is Jerry 
l"rank coirlng 1n? 

He ' s coming in, yes. 

Whet t he bell's the matter ? Did you ever see anythirg 
like these fellows? 

I'll tell him to come in. 

(Foley brings in Frank) 

Washi ngton Hotel. Be must have just come in. 

Wha t's the matter with you fellows? I go to the 
telephone and say , "Gi ve me the httorney General . • 
Like the t I get him - Room 707. Xou' ve got 11JDe enough 
to take a drink. He says if you' l l come 1n fifteen 
minutes he 1 l l see you. Room 707. 

We 're not going to be alone in tllis convivial .... 
ne 've had ours. 

I notice Feis is outside . Is he •• • • 

~verytbing i s l ovely . Mr. Hull c leared it, sent 
tie rbert Feis over . .t.verytlling ' s fine. Xou wouldn't 
have thougllt - I would have thought I was dreaming . 

But I can't make out wllat ' s tile matter with ~ ~oley. 
I tell 111m to find the Attorney General and he cen•t ; 
and all I do is pick up the tiling and there he is . 
I just reaclled for tile telepllone and I get him. 
I can't understand tllis thing; here this fellow comes 
in and says ~e can 't get him. 

,r e1s returns) 
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vould I talk to you? 

Is it all right to show this to the A.G . , tell him 
what you're doing? 

Yes. 

t.et•s go over. 

(On yhone) Rave you g ot Butterworth? Now, 
can't I do this - tell Yr. - tel l ~r. Lochhead 
t o come in and 1 1 11 expl ain it. 

I don ' t see why Lochhead can't read that over the 
telephone, simply say, "Pass this on to ~e British 
1reasury tomorrow morning." I don't see whY I nave 
t o sit here and read this thing. I mean 1t' s so 
ea~y 1n his case - Butterworth, I mean. Huh? 

Ar e we going to give it t o the British as something 
directly to them, or as somethi ng we neve asked 
Cochran to give to the other f ellow? We went a 
direct response from the British, don't we? 

Yes, don't you think so? 

Yes. 

Wha t? 

Yes . 
(Lochhead comes in) 

Look, Archi e, you're el ec t ed . I want - having trouble v' 
wi th the circuits, see - you st ay here end reed this 
thing to Butterwortb, you see, and then simply say to 
Butterworth - if 1•01 still qo01e you can switch him 
and I'll talk to hi m; but the point is he sbould 'et 
this to the British Treasury tomorrow end that we ve 
asked Cochran to contact the me01bers of the Tripartite 
on the Continent. 

Herbert Feis wants to sleep over the thing on Canada 
tonigbt, which is a ll right, because we don't have the 
time factor there. ole won•t say anything about Cannda. 
And he'll be here at 9:30 tomorrow morning end by tbat 

Regraded Unclassified



( 

( 

! 50 
-17-

time be can tell me the best way to a~proacb ~anada . 
I t bink it' s important to talk to Canada . 

But would you mind • • •• 

Lochhead: I 111 just read it to him, tell him tog ive it to 
the Treasury, tell him we've asked Cochran to 
submit it . 

H .~.Jr: And tell him to let Nr . Kennedy know tomorrow the 
first thing. 

Berns t ein: I don't know .nether hr chie was here when you told 
Cochran how soon you wanted to get a reply~ 

H.U.Jr: Well, I want to bear by - some sort of a reply by 
f our o'clock tomorrow after noon. 

Lochhead: ~xcuse me - have you the number of the cable we want 
to r efer to? 

H. M. Jr: 

Whi t e: 

!.ochhead: 

11. :.1.Jr: 

nanes : 

ll . lt.Jr: 

reis: 

Hanes: 

H.li.Jr: 

Harry, nave you got it? 

Yes . 

428 . 
L want some sort of reply by f our o' clock tomorrow 
my time; it's nine o 'clock t heir time. And ask bill 
bow things are . I•ve got t o go home and get dressed. 
I'll sti ll be home a t eight. 

J ohnnY, you want t o go home? 

I'll be home all evening if you want me, except I
1
ve 

got a broadcast at 10 o•clock. 

You've got a car. 

Got a broadcast on this? 

I'm going to tell the American people about this on 

tile radio . 
You know , the President made a statement - I didn't 
want to challenge it; I don't Jmow who gave it to 
him; I ' • going to a sk bill when I have llim alone - he 
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Lochhead: 
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J.ocbhead: 
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danes: 
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said when I talk on the telephone seventeen dif ­

ferent nations can take it down. He's absolutely 

wrong on it; I don•t know who ' s t old him that they 

can break down these trans-Atlantic calls . Have 

you (~eis) heard that? 

ire 1 re rather - our code people te.nd to be rather 

cynical about our secrecy with anything. 

You mean on the trans-Atlantic telephone? 

Doth cable and telephone. 

'.ibe experience, as I understand it, on this is that 

the telephone companies themselves not only put i t 

on two wave lengths - one conversation on one wave 

length and one on t he other -but they 've got a new 

system where they have an automatic wave length 

transmissi on changer . In other words, every so 

many s econds the t hing SRitches to another length; 

and you may be able to pick up a few words on each, 

but you'd have to cover every wa ve length. You can 

get snatches, but you can ' t get a •• • • 

(lo'eis leaves) 

I•ve spent $15,000 trying t o do t bat, break these 

trans - Atlantic codes . •'•e couldn't do it, and we ' ve 

got the smartest people in the country. 

In t he beginning 'Ne did; we picked up Knoke ' s 

speech. 

Yes . This ls a Treasury matter. $15,000 . 

Well, I'm g oing to go. Want to drive me or ride me 

or something? 

I'll give you a r i de. 
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AFU ll, 1939, 

1. Th• S.oret&ry aak~ me this 1101'D1De to obtain as proapUy 

as rooslble a atat-nt g1T1Jl8 tba full blator,. ot tbe Terrio oua. 

In t bl a connaoUon be rete~ t o a ata-a11 ot the probaUa ottioer 

1" t ho caGe or "ls-r' BJ.naa , wbiob, aa ba aa14, was publ1abe4 1n tw..1 

11> the Jle·~ York TilliS em tba 4ay at1ar tba conol ual DJl ot tho 8.1naa 

tr ial. Be 1nd1on\ed \bat be cou14erad t his rapon an exoalla11t 

DOdel , which algb\ be followed 1n \be preparation ot tbo repor t em 

tho Torr1o ceaa. 

2. Be a h o nake4 tor a a l.a1lar report .,...or1ns tho oaaa ot lire , 

Lauer (which I a aSDID& algbt ea well 1nelude <\leo the Oeorse Burne, 

J ack Be!ll11 , ancl ,\lban Cbaperau ~·•}, 

3 . Be aakecl !\leo tbot we hereathr Jllako it a proot1ce t o eupply 

report• or thlo ki ne! l n relation to all i mportant cases , at the tlma the 

oaeos u e c loeed 'by conrtotion. From h1a co,.nt, I 'bellan bia purpose 

Ia to l i Te aucb reporta to xr. OcstaD, with a Tlew t o tbolr 'bain& d ia­

trlt ut ocl to newapaper lOlA a.s "'baokgl'oUDd. • 

4, Be &liked also tbat we aupply him t:1 t b t he namoa ot t bo ottloora 

or l be 'f'reaeurr ))apartment 1111o were chiefly reapoo.aible tor t ho work 

Jone 11> t he Torrlo and Lauer aaaaa. ASab, I think 1 t woulcl be a 4Tlaabl a 

to coYer the Surna, Be!IIQ', and Cbaperau ~ea, u ""11 na the Lauer 
oooo , lly turthar ouesaaU on would be tbat, altho11811 t he S.or etary did 

110t opec1t104lly aak t or tbia, l etters 'be prepared t or t ho Secretary's 

s lt;~:..ture com;;:A~J>41a8 t baaa ott1aan tor tbair work. 

5, Bo a ake cl al so that •• prepare l ett er s t o t he Attorney Gonsral 

t · r hla s1snature -c11ns tba ott1aara or t be De,..rtment ot 1ua t1oe 

~ll~ · ore respona l ble tor tba J;a"'8-UOD or tba eseea bora 118ntiona4. 

I 81188Ut that when tba abaft mater1111 18 ready, lt be deliftred 

by youraalt elthor to t ba s eoratar,. peraonallJ or to xr. ll.,._ynolcla, 

as ~'Y ba ConTeai•t• 

Barolcl •. Oren • 
Aaall\ant to t ha s.&retar,.. 
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Aprll 12, 1939 

11y ~-1' ltr. l!IIU I 

llaller Ule " ''-" ' rec-h u ... '"""''-• tbe ant .. .t u,erw 

vlltl .. \o l!MliM" \he _,.,.,. et or l&la, - • et Pftrl-• ftu.ia 

1 •-UT ,.,. "' _., .. ~ (vUele ~(\) f/6 \ale c.,._ ••~ 
\ IOat of 1!117, •• -MM 'r (1.M) t, .!), 4NM), A\ tbe lae.._ 

• f TIJU ,. ,.,._, ,, b.nawer, the '"""'" lleperhea\ M.a Mea pel'lll\. 

u .. ..,.,tel•• tr. • u.aJt llllvo• .. M-~ elV!•r •• s>•t.a• • 

' <:a.l»' •1~ l\ ••• ... '""-' \aoll\ . ... UalW S .. \11 .......... 

\lie - •• euu • JOI'"l- .t ~~... f bh ••kr .. , tM -'J•• 
of hUare troa rnr ~.,._, ••._, hl7 2 , UM (141.14/lal) , hlJ' 

17, 1934 (TI 142.14/lUI) - .r- :110 , l !IIS (Ill 143.14/l!H), 

'lh• <rr•aarr n.trar....,, ~• "•\aUnlt reanll ...... -loaal .. 

\ho\ prn.l100b of ~ p...,l- • of *-hula or ,......,llllu • ..... u 
• ll.,er M per-1 ,._ \o h •rtr .. "N&aomarta•. A ~a a \loa Me 

.,. ... . h-er. • • \o • lla\ber tt:e -\a\1• ..rlchc e .. u liiCl· 

.. ._ Clllu, l a paa, or .., .. o t!la r lftti\Jr • • \ha ' """'1'7 e f •net•· 

• • \lie queUea -r h wl•• U.. ,..tuoa "' the ' 'alW ' '-"• wl\11 

r .. p .. t llo •\\•r• ot .., .. M1p~ la "~<e.neb-...•, .... , ,..._.,. 

!l<t:>u\aaa\ -u ..,preela\a reoelYLac the n ... •I \lie n a\a ~art­

_, •• \1111 ... .,.. •• 

'" tlllo •-U•a l\ h ao \e& \ala\, al ... ..._..., rnr le\\er .,._ 

l reo...S t e \llh • e par'-\ ott l~roll 1'7, l tllll , wl tll PI8P .. \ \o leM!da, 

.. ,. .... w n ... ..-.. ...... . u .u .. u .... .. _ ..,. , , ... , ,.uu-

Ml o\awa et ..-. .. p,.,laMe, .... ,.1 lat-\IM "''" \llh 

Pep&r-d 1 .. 1••"• a r.letl .. ........ o.,_., aM Slrnoltla willA 

h ~.,hape elallar \o \a&\ willA oUalu ..__ 1.,.. aM ·-••111M•"· 

tl •l" 4/U/H 
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CORRESPONDENCE OA'T'F lpril 12, 18•• 

SUII.IRCT> tiLIPBOII (l()lfDijflOI ID'Jl 

BAll: or DQLM 0, 

llr. Boltoo oalled •' 10 el7 thh -m1na. 'l'h.- were nlll 

a bad t1111e altboach since lew f ork' 1 opm1Jla their dollar 

loull bad decr ea•ed and the nn now probably wu not web in exoeu 

of the $16,0001000 aold aoco1'41Dc to their MJ'ller o1ble IM9. 'l'be 

~toh and Swis s were lOaiDIJ be fl1abt beYt to llbJ.p .oae I Old to Ul 

tor the latter account and ..,uld let ae !mow d tt1J'11tely 11 aoon 11 

be had reoi1Ted tlnal 1nllti'Uct1on•• Oeoerall7 •Pealdn&, Bolton tboqht 

there waa no lnorea1e 1n tma1on anTIIbtre 1n EUrope todq. The Par 

latt as a ltlolt continued a bic bu7er ot dollar• with Bh&DCha11 

Hoacll:oQI, India and the Dutch lilt Inditl leading. There wu .,.,. 

Uttlt speculatioa 1n t he 11arket a1 a whole, he t hought, 110at b&nkl 

bi1'1C Tti'T reluctmt to 1noraaae their ~taenta. 

Be bad ooapleted h11 U'I'&DC • IIlts about t h eir lnaur anoe 

of 10ld ahiPIItnta so that 1n tuture t h Q" could a.,d gold to u1 tor 

dllhti'T either at our Yaulta o r at the United Stat .. .t.aaq Otttoa. 

Bolton referred to our talepbone oonYeraation ot yenerdq 

end the new Post Otttce order pii'Ob1b1t1na abi~enta tbrO_II&h the aail 

ot gold in exoe .. ot tso. Be bad pauecl .:r aeuiCt 011 to the 'l'reaaa17 

and to other OoYemam' ICtncle•, all ot llboa wert dalllhted and bed 

1 Rtd h111 to expreu tbldr .,e,.. 1 reet t hllllka. The -uer had beooat 

SOenbat uramt tor tb• beoau1e .-re17Md7 bad 10tt111 rN~ to aake 

their 0'-1 arrq•mta to 'nnatar cold \bftach the aa11. 

• 
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f' I:DERAL RESERVE BANK 

OF NEW YO RK 

SUB.JECT 

D ATE April 121 lll!to 

TIL!PBOI! COIYBRSJ:IOI ITfB 

L. w. Inok,.ec_ ___ _ B.&llt OJ' QIQI..&II D. 
---===-~==::....__ -- -

I called Mr. Bolton •~ 1111& •·•• and explained t hat when 

IPukin& to bias earl1 er in t he dq I had not realized that W1 t h the 

•al• to us of ~14 10001000 todq (his cable #351) , our gold order ot 

lut SaturdaY had been exhauated. I was now calling to say that we 

.,,. increasing the o rdel' todq and t o aalt whether in hia opinion 

f25,000, 000 or $5010001000 woul d be more appr opriat e . Bolton replied 

l!".&t f2510001 000 wu quite enouch. I continued t hat with our cable 

increasing the order, wa would also aak them tonight t o make t he 

tollol'ing two additional gold ahi J)IIentaa $51 0001000 on t he Roo .. nlt 

nlling on saturdq end $51 0001 000 on the American Trader eaili.ng on 

I t would be c reat l,y appreciated by ua if they did t h eir 

beet to comply with thi s requ .. t, llhich I wa a now 1111ld.nc orally ao a1 

to &he th em more time to prepue tor 1t. Bolton replied t hat aince 

speeki r.g to 111e earl ier todq ha had reoeiYed final instruction• 

f~ the SWi ss to ahip at once $251 0001000 to !lew f o rk and t hat he 

had Just instructed hh bul lion oft1ca accordingly. The only <;uestion 

for the mo=mt, t h erefore, wa• Whether the bullion attica waa pb)-daally 

capable to handle 110ra ahip:untl. l.,.erthelaaa, naadlen t o leT, thq 

'IOUld do the but t h q could. 

L~~tdl .l 'I I I ;) ] II 

Regraded Unclassified



--·· 
SIIIIJ•n• Tbo Ilurop.u s nuauoa. ~ / }.~ // )/ 

hUOIIiJI& h a..__ of lllfo-U• n .. l...t trca otfttlal 

.. -~5 
a.efpl. llbUo MlP.I'rhl~ ~n h lllllua\loa of ,_,_ 

111 llll'OP.o t h Umil4 DO\ l>o o....u.a.« u pooa\l.J aft'OOU118 ~ ,._ 

-11\ol elt~~&Uoa, l!a~r \be •UuaUoa h oa\oJ'lac upoa a Jloa• of 

11ogoU.aUoae, TboM MFU&U_. an 41ploooaUo Olll:f to \bo m.at 
t hat U.7 an l>ol.q 00114uotot b7 ol'l'illa p...-1. AU quN\1-

lD..,ln' a.n alllk17 aa4 a\nto1!1o. 

Thla- pbuo h 1'orMl 17 bolJIII WUatot bJ \M a\oto­
,..,,, ot \bo BrlUeb 11Jl4 J'I'Oaoll <loft-to \o l>o -.do to-tq, '1'111 
1\a-nh an ex,.o\M. \o lD'I'Olft oor\ai.a ottore of reo1prooal ••· 
oUkoll '117 Ond 111'1\ola aa4 J'roaaoo to \bo• o.,..\rloa bolobJ'lac 

. 11pa tbo etn\opo Eaoton lle41to~ aa4 \M llaet Sea, A.a Mr. 

U ppooa pol11\M. out 1a aa .-&able anlolo of \llh aonalq, \M 
accon\uotloD apoa alr power oo aot&blo 1a poo\......Uoll 4111 boa pftll 
wq to OODI141J'aUoaa ot - powr, 1dllob ul\t.R\ol.J h 801.'8 cloololft 

\baa alr po-r. 1illllo U oa~~~~o\ M 4oll1o4 \bo\ nla\1011 baa ao4ltlo4 
unl 1\ft\117 la aaft'OII eoao, aa4 boa -tl.J ottoo\14 anal \ooUoa, 

\u DOW pba11 Of 41p~CJ ·- \oM COIIDirD04 UMDtlaUJ wltll 

t ec\on llltluenclq \l>o ooDt~oo ot llr1.Uob predcaliUU>IIo a\ -· 

Tho otfono aow 111 pro8ftll a n a\\ozl.l>\1 \o l D\ogr.to Oroooo, 

Turt.a7 1 ~· ad Buli'Jll'ia lato \Ill 81'1Uolt 171\oa or cloteollw 
abft••ntl. A.aiNJII.aa till propoD4orall\ lapor\anoo ot ... power, 01'8-

1114 Turlcl7, U WOill4 .... wlll aa\urall7 ac!Mn t o tllle 117•'-• Tbo 

problUI la'I'Ol'llt wltll Jlwnta aa4 Bl&lprla an 80n ooapUoatot, 

~. h beol\&11\ \o Mlto \orrl\orlal aorltlaoe \o Jlulaar1a •­
Ual \o \M laaldloa Of ~ lo\\or -\17, SUob OOIIAIIUlOIII -'A 
rou• \bo lrrM.ntla\ ,_,.,, at llooaprr. \'!lo Polo• tl114 1\ 41ttlftlt 

t o ortor &a1 a-na- t o a-sola lll•u• or \bolr trlolldalllJ t or 
RUJ18111l')", Thle d-\1oa oroa\oe a 1\ol-\o booauM ot \be n oalol• 

\ruo1 of n..aata. 
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!UU•rz• ....,. otthl.t18 - ,.._, ta.t -. .. an w 

etplti-t lliU\UJ w; te la a.-.,. 'lllq laobt, 11c =-· 
tllat tbo -tNtl• at llrla4111i, ,.. wt t el ...,Uoo te Al­

Mata, IN llN'Mr talaa IIIF ..U &Utoto& 't7 Ulo Alk•loa al""tl• 

al-· Frooob a-411\o -n b ......U.C t.1oo IMUoa fo- 1a 

SJ:*la. n.. ,...._. of kMJlaa tM ttaUta f•-• aftilallu tor ta. 

..... enid poJ'IIJe h W& b eou1.S.n4 to "' uttar~ fli.wJ', ft1o 

1Juo11 eUU olaia to llaw 4otlalto,.,.., U.t "'.__ Alftll,.. 10 

- 11,000 ttllllta troopo wro len4el tt C.Ua, aa4 atoto tllat talatr 

etl'ort• to olltala qploMU-. llaw "'- -•••atlll. ~*lla U 

ta uaone& tbot hu• oaa .. .,.._, •11111\uf or~ proon\1-. 

1a tile pn-\ •U•U•, llM tilt\ *• oro lootaa _.. ott'ootlftl7 

u4 41Mroot~. 

'ftlo !1Uttz7 Mtoobo la llDM boo be 011 l llfD1"11114 bJ \bo 111ab­

tJ!)' ot \:u U.t oa1J tala •lao- ot ltol u4 ltlJ! , p1uo oanela epo­

t1al1ata 11114 ...-plo,.& ot .,.ri_ olaaHa bon boon oelle4 late 

Nmoa, ta o441U• to tile •rea! •la-• ot lilY aa4 1818, u4 t.1oo 

tint quarter of lilt olaaa, a. looU""a \bot for the pn-t 1t to 

aot eoa~late4 to oo1l 1U1J otller olaaHa, u4 1\allu ott1olol. 

d.MlanUou to Wa atteot "btnlac en~t~ol"4111UJ oll'018Uta-•• wro 

pubUIIIIe4 to-41J, 'l'llla otttolol. .,_ac1 10\ •• Mllno& to llaft 

hila 4ulpo& to atop prnalao\ ~n, to reauuro the o1Y1llu poJ*­

laUoa, ••• ~ la ft17 lPw, u4 to quid IIIIX1o\J Oftr ,._ 

poHUola looW .. NA\ -ouroa, 

'1'llo !lll ttz7 Attoobe atate4 \bat huob oaUaatoa ot ItoUoa 

t onu aro _ .. ,,., Be ooat1 ... IUa prntou eauaawa ot obcNt 

- ldlUoa- 1a .. rYlH la \llo Me\l'OpoU\ta OIW:J' (lMlu4laa LliiJa , 

Do4ooaa.•, Sptia aa4 Allltldo) , tiliUo t.loo ---.. ot optaloa la 

Itall 1• tbat llluaollAl IIU M 1ahAUoa ot aasaciDI 1a 'IIU', 1\ .....,, 

'M .._rlooD& U.\ -) 11111\az')' oethl\J -•s-• 'lltlloll .. _, 

bo aoo0111ltl4 tor "' \bo .Ubor.lu auuuoa ol.oM • 

la Malt. \bon 10 a laa-111.11 ot touiaa. RllluaUa la 

pnoauu_.., lllllttz7 _ ..... u4 ta. crutl!J.11 or ataort .....,.. loafto 

t o •Yol. po~ol oro -"-'• 

'l'llo Et;ntita reaa\loa to \bo A.liMoloa attatr U 4o01rlW 

u laoo •l.uwtaa \11M ta.t after MlalU. on... llaft - •..X ,... 

Oall\lOilll'J \~ ... to- \Jot W8\eft r-tler, aM Hr\o1a aft\la 

ti'OOpo .. ,. "'- .......... !len' ,_ J'IUM'lM· Cout&oftlllo ..... 

1 1 ' N FIDENTJ A L 
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CONFIDE Tl " 1 

.. u ..... uawut...u=••'*~ ,, .. ., 
................ ,. ................... Jot. &a .... % • -
vteuu 

JalM- ....... , ... (IJA,oot ..... 
l'lMu?•l• 1Mle ....... --..... ~ •''H). 

Je lluU.... II ._ • .... (..,., ~. 
llalta, aMal-., .-.). 

,.If! ,.. ........ - w,ooo (Uul ...... 
IO,DOe). 

Je ._.,. AM• • 110,000, 
total rw ,._ll_. ... eoo,ooo. 

Opppc• 1,010,ooo • 
.u.&&• 1 ... ,000. 

l!'n:f• eoo,ooo. 

. • 
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HN,Jr: 

operator: 

I!I!Jr: 

0: 

HIIJr: 

B: 

HI.!Jr : 

B: 

!!IL1r: 

8: 

HIIJr: 

B: 

HUJr: 
8: 

l!l.!Jr: 

8: 

I!IIJr: 

Hello. 

April ~. l.Q:SI1 
11:15 a .•. 

ur. Bailie called while you were talking. 

Oh ! All right, I 1 11 take him now. 

All right, I 'll call you. 

Henry . 

Yes. 

11:17 a.m. 

~68 

Henry, I called up to aek you one question 1n order 
to help me on my thinking here. 

Please. 

And t hat ie this. On this J ob , if it came up, would 
it be satisfactory if I to~k a leave of absence from 
al l my activities, rather than the complete aeveranoe 
which I did before. 

Absolutely! 

Because you can see •• •.. . 

Oh, yes. 

There are certain things. For instance, take the 
C. & 0. business •• • •• 

No, no. I can ••.•••. 

There are thousands ot - - ot •..... 

Oh, absolutely. That's why I said a dollar a year. 

Right. Well, tba~'e what I -- that 'a what I wanted 
to be Just eure ab6ut. 

No, I -- I -- it woul fair to ask you to ae•er 
your connection•. 
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8: 

HI.!Jr: 

a: 
i!IIJr: 

B: 

:tUJr: 

D: 

~69 

- 2 -

See, what I will do will be to write a letter to eaoh 
person and ea ch a ctivity in which I &m concerned, 
eaying that I am goi ng into the Government service; 
t hat I can take no part in that activit y duri.ng the 
t i me I ' m there, end asking tor a leave ot &beenoe. 
And I could do that without any embarrassment . 

Well , I -- I don 't see - - t hi s i s -- this would only 
be in the oaee ot a war i n Europe. 

Th&t'e right. 

That 's right. Well, I -- I ' m willing to take the 
responsibilit y end say it's a ll right. I'm-- I 
don 't have to ••• •••• 

I know you'll never be embarrassed by any stocks that 
come out ot it. 

No. 
I mean , somebody could say, •well , he actually is etil~ 
the Director of the 0 . & o.• whereupon my letter to 
the Chairman of the Board stating that I aeked t or -­
t o be excused from work while I was working on a 
Government Job caused by the war, and the r eply o f 
t he Board t hat they were glad t o give me a leave ot 
absence. 

~r: Well, Earl, your -- your position wi l l be the same aa 
a member of a court who has a case coming up in which 
either be or hie family is interested. If something 
came up and I had to pass on something with the C. & 0. 

B: 

HI.!Jr: 

B: 

!ll!Jr: 

8: 

!!!.!Jr: 

you'd say •.. ... . . 

WhY, ot course . 

....... •Please excuse me on that.• 

Exactly. I would go out and l ook at the cherry 
blossoms. 

Except that -- well, you ' d have to walt a year. 

That's when I t hink the war 1e coming. (Hearty 
laughter) ~enry , I'll give you a final anaw:r o~ 
t hi s tonight, but t he answer 18 going t:> be yea • 

wonder ful! 
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I mean -- only I Juet have gotten certain thinge I 
must do before I e~ it . 

Yeah. 

And I 'll be -- I' ll t alk to you more about it on 
Monday, ot course, but •..... 

Fi ne ! 

But I ' m sure I can do it. 

Wonderful ! 

I'm much amused at ~ Dr.'s and Uergaret's reaction. 

What was it? 

Well, it was t his , that it might be the best thing in 
the world tor you. 

No ! 

Yes. (Laught er) He sai d, "Last time -- laet time you 
went down into tha t hell hole , you were in better 
health than you'd been tor years and years.• 

I see. 

So that to~ i ntense surprise .••••. 

Yeah . 

...•••.. ~wife regards it •• a purely health measure 
and is now l ook ing tor war clouds with a great deal 
ot interest. 

In other words , they t hink it would distract you. 

Well, t hat's the point. 

Well, it's a question ot - -you'd be worry!~ about 
other people's money. 

That's 1t, but ln a very impersonal manner. 

Right! 

And, besides I ' d have the tun ot being with you which 
would be .. • ••.. 
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Well , that ' s f i ne. 

.•.... a pl easure. 

Well , thie is most encouragi ng. 

1. 71 

Well, I -- I ' m sure I ' m goi ng to be able to eey •yea• 
but I don' t want to eay it def i nitely until I ..••.. 

Well, we definitely need some herd-heeded !ellowa 
down here end the Government is very short on them, 
end you aaw Noble went w1tb • •• •• . 

Yes , I did. 

•••... . Harry, and I t bi.nk I 'm very lucky. 

I t hink you're very lucky. 

That I -- that he didn ' t come with me. 

Well , I mean, anybody who would be t empted by that 
set up , Henry ..•••. 

Yeah . 

••••.. .. he would be very unhappy. 

Well ••.••. 
We must realir.e that the minute t hat this war starts 
that you could ask down anYbody you wanted and they 'd 
have to come. 

Oh, yes. 
So that it would -- it woul d -- otherwise I 'd - - I'd 
be -- I'd say -- well, I 'm not competent to do th1a , 
but I know t hat I ' m competent t o get the right people. 

Right . 
And to -- and to make them work l i ke hell. 

Right. 
And that, arter all, 1a whet you want. 

And -- well, I'• eUplY d elighted and I'll look tor­
ward to a call r roa you t onight. 
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8: I -- I ' ll call you and in the meantime I ' m looltina 
UP my old Sam Browne belt. 

P.'JJr: I see. 

B: All right, Henry. 

h:!Jr: o. K. 

B: Talk t-:> you later. 
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Ill pLANS FOR STABILIZING KARUTS 

IIi EVEN'!' OF WAR IN EUROPE 
April 13. 1939· 
9:30 .A. H. 

present: 

H.l!. Jr: 

Frank: 

H.M. Jr: 

!'r ank: 

H.~.Jr: 

Mr. Hanes 
Mr. Lochhead 
Mr. Gaatoni/4-G>'' 
Mr. Eoolea .._ 
Mr. Harrison q.V' 
Mr. Inolte ~· c.• 
Mr. Golde~1eer'< Q 
Mr. Frank 
Mr. Purcely 
Mr. Carl B. Robbins (Agl'i . ) 
Mr. J. w. T. Duvel (Agr1.} 
Mr. Feia ~ "''~ 
Mr. Edward Bartlett (ct N. Y, 

Stock Exchange - present 
tor briet period) 

Gentlemen, the Securities and Exchange Commission, 

talking, I take it, ae a Commission - the reason 

that Bartlett isn ' t he~ is they asked that it 

he came over we should ask him what the New York 

Stock Exchange had 1n mind, explain that we'd 

like to listen, and then atter he tells us what 

he has in m1.nd we 1 d ask h1m to wi thdrav, then 

continue the d1eoueeion. Is that the idea' 

Yes. May I say - you made the comment that this 

was talking as a Commission. It r eally isn ' t, 

because I haven't had an opportunity since yes­

t erday to talk to anybody except Chairman Douglas. 

And the only point is that I think some ot the 

suggestions he may make aPe ot a character that 

involve both questions ot our statutory power 

and ot policy, which the Commission has not yet 

had an opportu.nity to d1acuse. And I think there 

oughtn ' t to be - I just respectfully suggest 

that other agencies ot the Government ought not 

to indicate acquiescence in anything he might 

say until the Commission has had an opportunity 

to canvass hie powers and hie policy. 

Well, when he oomee in wuld you like me to state 

what we want trom h1m or wuld you rather state 

iU 

I'd preter you do . 

In other wol'de, you want us to listen and say 

nothing, then ask him to withdraw. Is that ,right! 

-

• 

/ 
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That ' s correct , 

And Just to exp~ain - m:r echedu~e, which I cant t 

change, ie this, At 10 : 30 I have a semi-weekl:r 

press conference and at 11:00 we have an inter­

department~ committee on the Brown bill. But 

I 'm tree ~ afternoon, so - I mean I have no 

appointments tor the afternoon. 

Mr. Harrison, wbat we were doing here is tr;ring 

to look over the field, at the request ot the 

President, to see what the Government and the 

various agencies would do in case o! a war in 

Europe. Nov, that doesn't mean that we expect 

a war 1n Europe and we oertainl:r einoerel:r hope 

that there won ' t be one. 

And I think I mi ght say, tor your benefit, that 

it is the opinion - not the opinion, the atti tude 

ot everybody, including Mr. W~laoe, who repre­

sents the commodity exchanges, that ve all want 

to do everything possible to keep the exchanges 

open and not to invoke exchange control except 

as a last resort , 

Now, in a statement which the SEO gave"us, one ot 

the things which they are bothered about the most 

is the question ot foreign selling. And tor your 

own i nformation, strictly contidenti~, in your 

capacity as our fiscal agent ot the ireasury, we 

have a plan trom the British, which 111 show you, 

where they have worked out in case ot a war that 

they will take over ~1 American securities held 

by their nationals and will not sell an:r ot them 

without t1ret t~lt1ng with us. 

Now, we sent out a reeler last night to the other 

members ot the Tripartite as to how the:r would 

!eel under war conditione, and ot course we haven ' t 

had an answer. And we ' re going to do, Mr. Fe1e , 

the same v1th Canada? 

Mr, Secretary, I don ' t • ••••• • • • 

You said you wanted time. 

• 
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Yes. I don 1 t !mow 1lha t the best 11etbod would 

be. M7 inol1nat1on is to think that rather 

than to oall Riddell in, because I don't belie~e 

he 1d be a ver,. satisfaotor,. intermed1ar;r, and 

give h1111 the SIUDe inquir,. as :rou have gi~en 

through intermediaries to Go~ermaents with whom -

who understand us - I mean with whom we ha~e 

been in touch all the time - I think it would 

be more satiefaotor:r to merel:r tell Riddell that 

:rou had this set of problems in mind and that 

rou think it would be a good idea, since no 

doubt the Canadian Government also bas it in 

mind, that the:r would send someone down to talk 

with you. 

Clark' 

Clark or that other fellow, the Undersecretar,. 

of Finance - it probably would be Clark. I 

think to get in direct touch might be a little 

bit more satiafaotor:r procedure . 

Well, will you do this for me when you go back? 

See them this morning and ask them to send 

somebod;r dovn tonight, and could they be here 

tomorrow' 

I'll tell the Secretar:r of State that that is 

what you'd like. 

Would ;rou' That I ' d l ike eomebod;r from State 

Department to contact them, ao somebody could 

get on a train tonight and be here toa10rrov 

morning, 1f he approves. But by tolliOrrov 

morning I 1d like to see somebody from the 

Canadian Government, see' Would you rather I 

say that to Mr. Hull' 

No. 

Will you take care of it' 

No, the only thing that - and that 'e part ot 

70ur plan - looks a b1 t d1ff1oul t 1a th1e 

schedule, to get theo down here - to get the 

Undersecretar:r of Finance •••••• • ••• 

• 
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Oh, they ' ll oome. 

On a night traint 

I can call Clark on the phone and be 'd come 
down. 

W~ll, that's the only ••• ••.•.• 

Would you like me to call Clark on the phone, 
or do you want to clear it with Mr. Hull tirstt 

No, that - I don ' t - I 1 m Just trying to think 
what procedure ••..••. .• 

Yell, think it· out , and before you go let me 
know. 

You can get Towers down at any time. He ie, 
next to Clark, the best man up there. 

Let me have a couple moments , Mr. Secretary. 
But I do think that 1 a better than trying to 
work through thi s tellov on a tormal basis. 
I think that would complicate your discussions. 

I want somebody tomorrow morning, see? 

Mr. Wallace von' t be he ret Are you gentlemen 
representing him! 

He's sorry, Mr. Secretary, but he couldn't 
avoid a date to go the Hill this morning. 

.lll right. 

Perhaps while you 1 re waiting, 1t I could get 
the Beoretary on the telephone • • • ••••• • 

Want to go into Mrs. notz ' e roomt 

Save your time that VaT• 

O. I . 
( l'eie goes out) 
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George, TOU ea1d Teeterda7 ;rou were th1nlting 

about it, and what haYe 70u got in mind ae 
auggeatione to otter while we're va1t1ng tor 

Mr. Bartlett ae to how this thing a1ght be 

handledt 

Well, we approached it in New York of course 

last fall when we thought we were going to haTe 

trouble, and mT particular concern vaa the 
New York mone7 market, including the market 

and exchanges and the effect upon credit and 

the Government bond market. We made a stud7 

ot 1914 and couldn 1 t find anTthing troll the 

experience of 1914 that would really help u1 

in eet1mating what might happen nov. In taot, 

the situation ia eo changed that ;rou a1ght 
expect almost the reverse of everything that 

happened then. 

The one thing that we wanted to know before we 

could make anT plana at all in handling our 

particular problem there vas what vas to be the 

attitude of the Government about lll&l"keta in 

general, and you ' ve answered that now as well 

aa you oan; that is, that they should stay 

open. 

Well, that - we all felt that that waa what we 

wanted. ~an ' t that right, Mr. Franltt 

It it ' s poadble, yea. 

I mean that's our objeotiTe, to try to keep thea 

open. Isn' t that r ightt 

Yea. Right. 

Well, that ' s all you could be expected to decide 

nov, anTVaT• 

Then the next question we 110uld l1lte to ltnov 
before we oould really formulate any definltiTI 

plana would be, generally, what would be your 

attitude abOut gold and foreign exchange oontrolt 

On foreign exchange control, you have answered 

that as well as you can now. I presume that 

Regraded Unclassified



( 

J!, l<.Jr: 

Duvel: 

H,II,Jr : 

Prank: 

H.M.Jr: 

Eccles: 

H.l!. Jr: 

Robbin a: 

H. M,Jr: 

l!arr1aon: 

- 6 -

)'OU wou.ldn 1t want to institute that at the 

moment, or unless something would deTelop 

that would roros it. On gold, I assume, ae 

long a• you taka that position about exchange• 

and the 111arket, that you would continue ;rour 

present gold polio;r. 

Well, I th1.nlt I can answer all three or those 

questions. I mean I ' m talking tor m;reelr. The 

others, it they don ' t agree, can talk up. 

We've got the head or the commod1 ty 111arltet hera, 

and he and I used to do business dx yeare ago, 

didn 't wet 

That's right. We got rid or some wheat. 

That ' s right. 

I 1d like to hang a sign outsi de or my door: 

•Business as Usual.' That's the eay I reel. 

I'd like to be able - I want to do everything 

possible to mainta.in the position or the United 

States as a world market and keep going on with 

buainees aa ueual. Now, I don't know whether the 

others reel - I think that's the way they reel. 

I s that , Mr. Frank, would you say ••• ••••.• 

That 1 a my own reeling. I should aay that I 

have not carried back the resu.lt or yeeterday 1 s 

diecuesion to the Commission, but I am inclined 

to think it would talte the same poei tion. 

Mr. Eoclee' 

Yea, that expresses my reeling. 

And how about Agriculture? 

We reel the same way, Mr. Secretary. 

Well, there you are. 

Well , that would be my Judpent . I hoped that 

would be the conclueion you would reach. 
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Then aesum1ng that the reapona1bility in aYant 

ot war of the ReaerYe Syetem woul.d be to cooperate 

with the Treasury tn the maintenance ot an 

orderly money market • •••••• •• 

I 1m sorry, I didn ' t hear that. 

•• ••..• •• would be to oooperate with the Treaeurr 

in the maintenance of an orderly 110ney 11arket, 

and by that at the moment I mean the Government 

bond market , becauee that ie the money ~~arket 

at present , there are two phases that you' d have 

to contemplate. It ·war were declared to11orrov 

morning, you woul.d have·probably a panicky 

situation tor a vbi.le and you might have very 

substantial gyrations in prices vh1ch I would 

expect after a short 11h1le voul.d iron out and 

ultimately develop into a fairly orderly market. 

But you woul.d have to make plane as to what you 

would expect to do tor the first fev 4&7e i n 

handling the poeeible dumping of a good many 

Government bonds on a market at a time when 

there would probably be very f ev buyers. 

Well now, may I just interrupt you a minute 

there. Mr. Eccles, I haven ' t had a chance to 

mention that , but we are ready to put - if you 

tellowe woul.d discuss ma:rbe that phaee of it 

v1th your Board: whether you go joint account . -

but I'll ea:r right nov as tar as the Government 

bonds we are ready to put up a hundred million 

dollars, 1f you people • ••••••.. 

You mean on the purchase ot • • . • ••. .• 

To maintain an orderly market , if you fellow• 

will do the eue. 

That would be a matter tor the whole Committee 

to decide, and the Presidents will be in here 

on Monday. That voul.dn ' t help very 111\lCh, I 

gue••· 
I think that they ought to haTe a - I hate to 

be preeeing everybody like t h1e , but a lot of 

fellow• haY& been pre•e1ng harder. 

• 
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The thing that I suggested reeterd&T - that i1, 

that the me1110randW11 that I gaTe rou - that the 

Board had ooneidered tentatiTelr an announcement 

about lending on Govel'llllenta on the baeh of 

par t o not onlr the member banks but the non­

members and corporati ons and eTerrone , That 

wuld have eome innuenoe. I think, howeTer, 

more than that , it would be neceuarr - I think 

the question of posaibl7 buring bonde 'WOUld be 

neceaaarr. 

( P'eis return e) 

Vell, would • •• ••• • •• 

And we - the Executi ve Collllll1ttee -we 'd haTe 
authority to increase the portfolio on t he basis 

ot a telephone approval. In other worda, we are 

in a position to act b7 getting a telegraphic 

or telephone approval by the other members on 

the Committee. And I would certainl7 feel that 

in an emergency, something developing qui cklr, 

we coul d get a very quick reaponae. Woul dn ' t 

you think, George, there ' d be no trouble on 

that aoore7 

I don't think t here would be any trouble at all. 

Well, could you work at it todart 

What 1a itt 

Could rou vorlt at it today? I mean i .n case -

supposing tomorrow morning ve read there ie a 

war in Europe. 

Yea. I think we could oall the other members 

that are not here. There would be onlr tour. 

George i8 here and there are onl.r tour others 
to call. There i8 t he Board and the tour members. 

Well, I 'd like to go Joint aooount with rou fe llow•. 

I think you ' r e - I don 1 t mean thi• 1n an:rthing 

but a triendlr 8enae - almost a piker in talking 

in terms of a hundred •1l.l.ion, preparing t or what 

will happen. 
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Ye' re tal k1 ng in tel'lla or two hundred alll1on, 
You want to ra.\ae aet 

I want t o raiaa :rou, :r••· 

How auoht 

I think we ought to get authoritT to buT at 
least riTe hundred milli on. It doesn't seea to 
be a question or bow muoh TOu ' re going to bu,-, 
but TOU 1Ta got to get author1tT to bu;r whatner 
the situation 11&7•·· ··· ··· 
I'll plaT table stakea. I 111 see you whataTer 
:fOU raiee ... I 111 eee :fOU - table atat ... 

'l'hat 1 a right. Yell than, haTing - U we ahould 
deoide on soma 81Dount, whether it's riTa hundred 
m1ll1on ••••••.•• 

0. I., JohnnTt 

Sure. I agree v1 th George; I don 't think TOU oan 
stop at a hundred million. 

I mean 1t TOu1ra going t o at tempt to do it. 

I 1 ll be a l1 ttl a taoetioua. I juat would love to 
haTe the Federal Rsaerva raise ue once. 

Ot oourse, ordinarily, we go 1n when you don ' t 
go in at all. 

Yell, that 1 a Just exchanging billa. 

No, I'a speaking or open aarket operations. or 
oourse, we haven't inoreaaed the portfolio beoauea 
or the huge exoeee reserv•now tor nearlT two 
Taara. 

Yell . .••..... 

It '• alaoat two :rear a dnoa we bought an,-th1ng. 

'l'he week that I oaae to the Treasury, •oveaber 17, 
19JJ, waa the laet Uae the Pederal Reurva 
1noraaead ita porttol1o. 
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No , no. No, no, ve 1norea1ed the portfolio in 
the tall • . ..... . . 

Fall ot 1 37• 
Two years ago right nov. 

In the tall o t '37 · 

A little in the tall . 

How mucht 

We i ncreased it in the spring ot ' 37 and a l ittle 
i n the tall ot 1 37 , so you 1 re wrong. 

A hundred thirty-tour mill i ons all together, 
Mr . Seoretary. 

Reallyt 

In 1 37 . 
Yes. You don 1 t read our statements. I don't 
blaJDe you. 

Well, anJYaY - listen , i~ you p eople, Marriner, 
would tormally let me know what you have in mind, 
whatever you people think is necessary on the 
Government bond market, we' ll match you. 

H&rrtson: Then I think the next t hing, aasUJIIing you do that -
the most impOrtant question would be - where ve 
would need the beet technical advice ve could get 
would be on bow to do it. Let ' s suppos e you had 
a tlood o t otterings on the tirst dar atter war 
might be declared, and I think you might because 
in 191~ we had oall loans which banks could use 
tor liquidity - at least they thought they could -
we had oommeroial paper, and we ha! a lot ot other 
kinds ot market paper that they oould oome to the 
Reserve Bank on. But now pr1noipallY the onlY 
inetrUJIIent which they oan turn to tor l iquidity, 
it they want it, is the Oovernaent bond porttol1o. 
So you might have a lot o t banks vbo do not need 
liquidity 1n taot but think they 1111ght want to 
prepare tor liquidity, or who might want to proteot 
paper proti~ t hat they ha'IB nov got betore they 

• 
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vanish, which i s the more 11ltd;r motive, and 

they would be offering bonds all over the lot. 

Verily, I believe we could get t he principal 

banks in New York, tor inetanoe, to hold on t o 

their bonde. In tact, I talked with eeveral ot 

the banks 1n September and they admitted the 

futility ot tr;ri.ng to dispose ot their bonde 

on a market that woul d result after t he declara­

tion ot war. And I th1nlt that we should attempt 

to do that in the principal cities throughout 

the countr;r. The principal holders ot bonds -

in their own self-protection, it would be just 

the height ot folly for them to begin dumping 

bonds, because they know they couldn't sell 

them unless the Fed and the Treasury bought 

them; we'd be the onl;r buyers. 

Then would come the question ot how we want to 

handle the market. Do :rou want to peg itt 

My answer to that would be no, that it would 

be a sill;r thing, with markets fading awa:r in 

every part ot the world, in all kinds ot com­

modi ties and securities, for ue to tr:r to have 

the Government bond market sit up like a sore 

thumb. And i t we did, all we would do would be 

to invite holders or bonds to bail themselves 

out at a profit, to take all their profits, and 

leave us holding the bag. 

Well, I think i t is ver;r important that you do 

get together with the Federal Reserve Board and 

decide what you want, Marriner, and then maybe 

it you could epare the time we could get together 

this afternoon again, see? 

Yes, we can get together this afternoon, that ie, 

those who are in town. All the Board members 

except one are here. George is here. The major1t;r 

ot the Committee i s in town. We can diseuse it. 

I reel that this point that George makes is ver:r 

i mportant , that about the onl:r reason that banks 

are going to sell would be i n order to protect 

their profits. The:r have ver:r l arge profit s due , 

to the high price ot Government bonds. They don t 

need liquidit;r. There a r en ' t any ot the banlte 
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that really need liquid1t7. They have excess 

tunds all Ol'er the lot. They can borrow 

against anr asset nov. So the question of 

11qu1d1 tr 11 tull7 taken care of, and it would 

be just a question of to what extent do we want 

to protect their profit s; and I for one certainly 

don 1 t feel that either the Government or the 

Federal should step in and peg any prices or 

attempt to in any way freeze them. I don ' t 

think that at all. 

I think that to the extent ot' avoiding a complete 

panic i .n the market where t here would be no 
buyers and thus the market oould drop an un­

Justifiable amount between sales - that we 

should do something on that score, but onlr 

that. 

I think there is one t hing • •••••••• 

Could I - excuse me. I mean Mr. Bartl ett is 

here and I've got Just until lO:JO . 

Before he comes in, I want t o say one t hing on 

that . It won ' t take a minute . One ot' our 
great troubles 1n a period ot' decl1.ni.ng markets 

is the quotation of bond sales on the New York 

Stock Exchange: not so much the t'aot that they 

report quotations as the t'aot that they report 

the changes between sales. Very trequsntl7 a 

particular iseus won't sell for three days .on 

the Stock Exchange, so that you might have a 

case where on a day when the bond market has 

gone ott halt' a point over the counter, the 

Stock Exchange in the morning reports that that 

particular issue has gone down two points -

I mean usi ng exaggerated f i gures nov. 

or couree, if I vas on the New York Stock Exchange, 

I ' d say, •well, why doesn't t he Government give 

us a little bond bus1ness7 Then we could afford 

it.• 

Well, they've suggested that at times. 

Regraded Unclassified



H. M.Jr: 

Harrison: 

( 

Peia: 

H.H.Jr: 

Eccles: 

H. M. Jr: 

Pe1s: 

- 13 -

But I think- that ' s a thing I ' ve talked to 
Mr. Martin abov:t and he realizes the dU'1'1oult;r, 
but we haven ' t come to an:r agree111ent as to how 
to handle it. But it i e a ver:r i111p0rtant thing 
because the figures the oountr:r banker looks at 
are the New York Stock Exchange figures and not 
the over-the- counter figures . Now, ve give to 
the Tribune and Times - they'll publish every 
day the over-the-counter figures as well as the 
Stock Exchange figures in the bond market, but 
generally t he country as a whole gets the Stock 
Exchange figures, which are not reflective at 
all of the transactions of a parti cular day. 

Well, I ' m a country fellow and I look at the bond 
quotations on the New York Stock Exchange and I 
guess that's why I've been mi sled. 

I've got hell from the Federal Reserve Board 
because we allowed a certain ieaue t o go ott a 
point and a half when we were supposed to be 
stabilizing it . Well, the bonds haven ' t been 
traded in tor three days , and t hat represented 
a three-day drop rather than a one-day drop. 

The Secretary believes it would be more satis- ./ 
f actory to get someone down from Ottawa and 
suggests that if you want to suggest to Riddell 
that he come here thi s morning, have him be 
here i f you eo wish, and put it right up to him 
to get someone on the train tonight. So I 
thought if you wanted to eat a time for Riddell, 
I could go out and phone him nov and get h i m 
down whenever you want to see hi m. 

Well , how long do you think this banking meeting 
will go todat' Marriner! How long do you think 
it will take 

I haven • t any idea. Entirely up to you , I would 
t hink. I thi nk it depends on how extensively 
you want to discuss the problem. 

Well, if at 12: 00 o ' clock we were still busy, 
I could excuse myself - I mean what I want to 
aay to Ri ddell takes three minutes. 

Exactly. 
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well, do you want to . ...... .. 

••••••••• aake an engagement for 12100 o ' clockt 

Yee. !'hie ie going to run until 10130. 

I bad better get Riddell right nov, make sure 
I can catch h1m. 

Xieley can do it. 

I'll ask Mr. Xieley, if it 1 a all right Y1th you. 

Now, Y1ll you introduce Mr . Bartlett to the 
people , if he 1 s here, and bring h1a in. Ye 
can meet again this afternoon, I think it 1 e -
we've got a joint three-cornered proposition. 

You said 12:00 o 1clockt 

Yes. 

(Frank brings . in Mr. Bartlett) 

Mr. Bartlett, Mr . Secretary. 

How do you do, Mr. Secretary. 

Hello, Eddie. 

Hello •. Johnny. 

(Mr . Bartlett is introduced to the 
principal conferees) 

Mr. Bartlett, what we are trying to do here , in 
the strictest of confidence - I don't know hOv­
I 1m afraid some of the newspapermen have seen 
some of you come in; I don ' t know wbat I ' ll do 
at 10 : 30 when I have a press conf erence - but 
what wet re trying t o work here for the Pree1dent 
1e to take a look at all anglee of wbat the 
Government would do in case of a war i n Europe, 
which doesn ' t mean ve think there is going to 
be a war 1n Europe. 

Ye• sir. I under•tand. 

\ 
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And at least that we should be prepared. And I 
might say - I think I can talk for the Administra­
tion - that what we are tryi .ng t o do i s to make 
it possible that business will go on as usual. 

Yes sir. 

And the last thing we want t o do i s to close any 
insti tuti on. 

But i f you would be kind enough - and I'm a fraid 
it W'ill have t o be a one-way conversation - would 
you tell these gentlemen here what you people 
have in mind and what you think would be helpful 7 
We'd l i ke to listen. 

Well , I a ssume that t here i s no di spute about the 
desirability of keeping the Exchange open; and or 
course that can not always be done, but we have 
the feeling that i .n this cas e it can be done . 

In the first place, there has been no great amount 
ot foreign liquidation that we have seen . The 
market has been low and there is no great specu­
lat i ve i nterest i n the market. 

Of course , we don 1 t know what would happen. The 
questi on of keeping the market ope.n under a terrific 
impact that you might have W'ith the declaration of 
war is, unless i t is going to conti nue indefinitely, 
largely a question of mechanics . I f you had no 
mini mum prices or anything to check a serious 
break, the market might go out of hand and go to 
a level that would be r idiculous. So we feel an 
attempt should be made t o handle the situation 
with t h is game of minimum prices,~ch of course i s not 
n.t>v • 
And after consi derable discussion, which of cour se 
has just taken place the last two days - Mr. Martin, 
the President of the Exchange, is away - we have 
felt that minimum pri ces should be placed on bot h 
the - I won't say i n event or a war, because that 
wouldn't necessarily be the signal i n the s tock 
market ; the si gnal would be t he appearance of un­
controllable liquidation, which might oome before 
war or might come with the declaration of war . 
That would probably be something that we would be 
better judges o f than anybody else, because it 's 
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a thing that a broker senses or t hat you sense 
by being around a market. 

And we feel that an attempt shoul d be 111ade to 

handle it, it i t arises , with ten percent mini­

mum prices . For instance, a stock selling in 

the forties would be permitted to decline in 

any one day four dollars, and the aame thing 

with bonds at that price. And if they were 

offered at that pri ce and no buyers appeared, 

naturally the market in that stock would be 

closed - not necessarily the entire market. 
It is in effect a partial kind of closing; it 

mi ght or might not be. 

Now, the question that would arise would be 

whether ten percent would be too vide a fluc­

tuation to allow. I feel that the desirable 

thing is to get as much of the liquidation out 

ot the way from day to day, it i t happens, aa 

is possible, and that if we have a very narrow 

decline possibly it might snap right to that 

pries without accomplishing liquidation and the 
market would be marked down more . 

So we feel thnt that should be tried and that 

could go on tor a few days and then we'd see 

what the situation was then and how we could 

handle it at that t1.tne . You never know what 

these things are going to be until you get i n 

them. And that ' s the way we teal about ·that. 

Ot course, in former crises - they ' re a little 

before my t1.tne , but I do remember - in the 
stock market they have had buying power that 

would come from banking pools under those con­

ditione, wher e key stooke would be supported. 
That, ot course, under the Securities Act would 

not make its appearance today. And also we have 

had at times pretty generous support in etooka 

from directors in companies and various other 

sources . Those two kinds of buying power today 

would be out, so the market would have to depend 

on investors or speculators, individuals, buying. 

What do you think the Ooverllllent could do to be 

helptult 
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Well, I'm inclined to think - or course, all these 

things, air, are guesses - I 1m 1nol1ned to think 

that it marg1n requiremente were reduced to acme­

thing like the Stock Exchange minimum requirement 

or thirty percent , it woul.d be helpful. 

How much, Mr. Bartlettt 

Something like the Stock E}Cchange requi rement. I •m 

sayin~ the Stock Exchange has the minimum require­

ment, according to our by-lava, or thirty percent. 

That's the minimum requirement, and that ' s pro-

bably a sara margin requirement, because it functioned 

properly during the break in 1929. Anywhere between 

that And the present Federal Reserve requirement on -

I can ' t keep up with these margin things, but I 

think at present that's forty percent . 

It's forty now. I t hasn't been changed ror two 

years. In tact, it 1 a only been changed once. It 

1e nov at the rate that was fixed by Congress. 

They fixed a formula which wae not mandatory, but 

that •........ 

That 1 e right. 

The margin now 1e approximately at the margin that 

Congreee fixed i n the tormul.a when the law was 

passed, and it hasn 't been changed tor two years. 

Then, or course, there is another feature or that; 

that's what they call the daylight - as I under­

stand i t, they call it the daylight tradlng rule. 

I don • t have much to oo w1 th th1e. But under 

that rule today the trader and the partner and 

the floor member have to margin all t heir -

the aggregate or all their transactions during 

the day. There is a different rule appli cable 

to t hem than i s applicable to an outsider. Nov, 

that goes into the philosoph7 or Stock Exchange 

regulation; but at the same time it does restrict 

greatly the operationa or a trader or some body 

who might temporarily be able to take a apecu­

lati ve rielt. I don 1 t know whether the Government 

would consider changing that under that streu, 

but it undoubtecUy would create a very large 

additional buying power and increase the magni-

tude or the market and ita ability to absorb 

l1qu1dat1on, 
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Well, that would be between you and SEC, 
vouldn 1 t iU 

Well , I think that 1 s Federal Reserve. 

Is that Federal Reservet 

That's- I think daylight trading is the SEC. 

Daylight trading is the SECt 

.Ul we have 1a the t'1x1ng of margins tor credit 

purposes only. 

I 1m not advocating it, but I' m Just poi .nt1ng 
out that that is a very restricting regulation 
which, on t op ot the others I have mentioned, 

does limit t he support that the market would 

be likely to get under those conditione. 

Has anybody r aised the question about the rulings 

ot the Comptroller of the Currency in connection 

Y1th loaning on stocks? Has that come upt 

What's that t 

I mean the rulings or the Comptroller of the 

Currency to banks as to how much they could 

l oan on stocks. 

No. 

I don 1 t think they have any ruling on i t. The 

submitting of the - there are so many of the 

stocks that are un.l1sted stocks , and I think 

it i s merely a question of Judgment as to 
whether or not the loan is adequately and pro­
perly secured. 

The Federal Reserve has the right to change 

restrictions on the margin of the banks as well 

a s Y1 th brokers. 

But as to the prices on the stock? 

The prices are the •••• •••• • 
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Matter or margin based on pr1oes. 

Margin based on pri ces. There ' s a place there 

tor the Comptroller ••• •• •.•• 

It was mentioned yes terday. 

That's right. 

We i'ix the - the margin does no t apply to existing 

loans. It appl i es only when the margin goes into 

errect. It doesn 't mean that an existing loan 

is ai'i'ec ted by it . In other words, vhen a loan is 

made at the time the margin requirement is, say 

i'orty percent, that complies. Later the stock 

goes down. As i'ar a s the Federal Reserve 1e con­

cerned, they don't require any change in the 

margin, but the Comptroller might. He may go i n 

and that stock may have gone orr until it's an 

unsare loan - even though there is a i'orty percent 

margin and 1t met the requirement or the Federal 

Reserve when the loan was made, the stock would 

go orr to the point where the loan would be un­

sound; and 11' their examiners i'ind that situation, 

in their judgment, they could requi re that they 

get additional collateral, a s I understand it. 

Well, t he Stock Exchange has a requirement. 

You have a minimum or thirty percent. 

That makes that automatically callable .. -hen it 
hito the Stook Exchange requirement. 

So tar as the broker is concerned. 

So tar as the broker is concerned. 

But not so tar as the banks are concerned. 

Your minimum margin requirement 1s thirty percent 

or the debit balance. 

Yee, which means about twenty- three percent or 

the market . 

About bali' the margin required by the Federal 

Reserve. 
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However, it hae proved an adequate margin to 
take care or serious market situations. And 
it differs from the Federal Reserve in that 
it must be kept good; it is a minimum margin , 
it i s not - it must be minimum. That margin 
must be kept there and if the market would 
mark down daily, it would be the broker's duty 
to make that margin constantly good. And that 
would be the purpose or minimum prices: to 
keep mechanics or the market such that a broker 
would have time to get hie checks 1n and mark 
the market down, and then he would have at the 
point where - when conditione turned, the market 
would be open. / The diftlculty with closing a 
market is, if you close a market there is great 
difficulty to open it, particularly i f values 
decline materially, Then you 've got to walt 
until the ratt f loats again. You can't open 
it without serious breaks confronting you. 
Sooner or later you've got to race the music. 

Mr. Bartlett, on the New York Stock Exchange 
hol< much are you people worried about foreign 
selling in case or t roublat 

Well, all we can say ia we have seen no evidence 
of anything to alarm us. And or course there 
are a good many securities held by foreigners, 
but the experience or the last war, I think, 
has made people look at this thing a little 
differently. The liquidation, or course, was 
ter rific. There were specul atively held securi­
ties and a lot more securities Wich vere looeely 
held abroad. But the experience vas that the 
war was bullish on the market, and I think with 
that experi ence behind them a lot or people would 
reel t hat a European war, whether ror good or 
not, would after the rirst impact probably be 
bullish on a great many ot our securities. And 
I don 't - as a personal opinion, I don't think 
that you ' re going to have any deluge or foreign 
selling. I can see no evi dence or it and I don 't 
know 'Where 1t would ocme trom. Those are things 
you'd reel; they're in the air. I haven't 
examined all the figures, but a broker gets the 
reel or these th1.ngs . That 1 e my opinion. That's 
why I think that possibly a minimum price system 
will permit the market to tunct1on and keep 
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open until it gets to the point where there can 

be tree trading again. 

Row much of an influence would the Government 

bond market - it it was weak or e trong, the 

Government bond market - the effect it would 

have on the rest of the market? 

I think ultimately it would have a considerable 

etteot, but these th.1nge that we have to care 

tor i n the market ar~ things that come in eudden 

rushee . The things that are watched most are 

the key stocks like United States Steel and 

things of that kind. That's why in the past 

these banking pools have always supported them, 

because the whole market structure depended on 

the action of those stocks. 

Now, of course, we wouldn ' t attempt to put any 

limitation on the price ot Government bonds. 

That would be an exception as tar as the Stock 

Exchange would bs concerned. 

We have had considerable liquidation and I 

felt rather glad to see the market go down 

gradually. It 1s now at a point where the average 

price ot stocks, I think, is under t1fenty-t1ve. 

So the impact cannot be a s serious and there 

must be a point where support will come into 

the market. There are undoubtedly plenty of 

funds 1n this countr:r that would be willing to 

take a chance at bargain prices . It would take 

a day or two probably tor the situation to 

clarity, and that 1 s why we feel that these 

prices should be marked down gradually. 

You know, the first experience that I had with 

minimu.m prices was on the day the Lusitan1a 

sunk. I was in the cotton business at that 

time, and cotton broke from 18 cents to 12 on 

the opening rush of panicky selling, and then 

rallied to 16 or 18. Now, that vas what induced 

or brought about the idea of minimum prices 

to prevent those devastating kinde of drops 

from sudden rushes of orders under these unusual 

condi tions. And it is a question largely of 
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aeobanioa and giving people time to ad juat 
their ideu elld hand1e the thing. 

Mr. Eoo1es, vou1d rou 11ke to aak some que ationst 

Just going to aak if the Exchange has the power 
to regu1ate the market in the manner rou suggested • ./ 

I asked our 1awrer that question the other da:r 
and he sai d, •Yea.• 

So that the •...•. .. • 

Of course, the market vas oloeed in 1914, and 
attar it reope.ned the:r had these prices fixed 
and were permitted to do that. 

The Exchange , then, could o1oae 
the:r oou1d fix 1111n1mulll pr1oea . 
the approva1 of the SECt 

I don 't think eo. 

We're ino11ned to think not. 

the market or 
Would that require 

I think that, as I understand 1t, the Presi dent 
has the power to close the market , is that correct, 
under the Aot't 

The Cornmiea1on, with the approval or t he President. 

The Colllllliseion, v1 th the approva1 of the President. 
But AB to the fixing of minimum prices, that, 
I assume , would be a matter or our ovn. 

I am ino11ned to think :rou can do that without 
an:r permies1on. 

Natural.1y, we wuldn 1 t oars to do eo if we d1dn 
1 
t 

have the tacit approval. of the Treaeurr or 
Federal. Reserve or other interested parties. 
What we're tr,.1ng to do 1a, if poeeible , keep 
this thing going and tunot1oning and that 

1 
a the 

on1:r way that we eee that it can be dona, and 
we are hopeful that it can be done. 
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Eddie, did the Stock Exchange and the banks 
1rork out the m1niiiiUID price at which loans may 
be made in con junction - back in 1929, you 
remember, when they put up a set price on 
certain stock•' 

I don't know. Ot course, there is one ditti­
cul ty v1 th the whole thing and that 1a the 
over-the- counter a.nd the outside markets. Nov, 

the over- the-counter dealers and the othere, 
I think, cooperated tully. There vas, however -
what sprang up was really virtually a bootleg 

market later, and that ot course vas an undesir­
able thing. But we hod the cooperation ot the 

press and very little publicity vas given to 
any other prices than those at which last rates 
had been made. 

Ot course, some liquidation to tix up situations 

is desirable. But I don't know Just what would 
happen with the over-the-counter market. That 

is something over which we have no control, ot 

course - the over-the-counter market and other 

markets than our own. 

As a matter ot curiosity, the Board ot Governors -
when you are, t or instance, talking over what 

you would do, do you talk intorTDally, tor instance, 

to the Cotton Exchange' 

Thls, sir, I have not discussed with the Board ot 

Governors . I have felt that it vas highly 
des i rable not to do anythi.ng that might create 
panicky feeling or the reeling that we anticipated 
anything ot this kind. I have - Mr . Martin, as 
I say, is away - I have discussed it with the 
Executive Committee, vhloh is a small committee, 

and it would be done in conjunction with the 

committee that has charge ot operations on the 
floor; they would handle the market end ot this 
thing it it was put into ettect . But I believe 

tul.'ly that the Governing Comm1ttee vould beolt 
up our Judgment and give us the vower to do 
anything we wanted at an instant a notice. 

We have felt it highly desirable that we say 
nothing and our policy is to not dlsouss this, 

• 
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and the only people that we would discuss it 
with would be either you, Mr. Secretary, or 
the Commission or the Federal Reserve Bank. 
Other than that, we listen to nobod7. We 
have a lot or what I call Jitterbugs around 
that nearly drive us crazy, but we pay no 
attention to them. 

Mr. Frank, do you want to say anything? 

(Node no) . 

Dr. Feis? 

No e1r. 

Ot course, these things ar e largely a ~ueetion 
of reel and guess. We don 1 t know what s going 
to happen. We hope and think possibly it isn 't 
going to happen at all, but we've got to have 
a definite program and this is the best one we 
can devise, if :you gentlemen think it is sound. 

Well , that 's t he purpose of this meeting. 

Bartlett: Yes sir. 

H.M.Jr: Mr. Harrison? 

Harrison: There is one problem that we have, Mr. Bartlett, 
that has caused us trouble in previ ous periods 
ot liqui dati on in the Government bond market, 
end that i s the da1l:Y quotation on the excb.ange 
ot t h e transactions in Governments. The volume 
ot trading on the exob.ange in Governments i s eo 
small, r elative to the over- the- counter market, 
that very frequently a day ' s transactions don ' t 
represent what is going on. 

Bartlett: That ' s very true. 

Harrison: And you g1ve in :your quotations t he highs and 
lowe end also t he ohange since the last sale; 
very frequently the last sale may have been 
two or three or tour days prior, and the change 
reflected i n the newspRper on a given morning 
doesn't really represent the day ' s drop in 
bonds at all. And unfortunately the small 
country banker and others outsi de of New York 

• 
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get those f i gures , do not have the over- the­

counter figures, and see that a certain issue 

has dropped maybe a point, point and a halt, 

two points; they don't understand it and they 

get scared. 

Is there any way - I talked with Martin about 

it last tall when we antioipated the possibility 

ot trouble, and he agreed that something ought 

to be done about it, but the crisie passed tor 

the moment and I have never been 1n touch with 

him since. 

Well, I 1m not a bond man and I never discussed 

it with Mr. Martin, but I don't think there is 

any doubt that something can be done about it. 

It is just a question, as you say, ot published 

quotations. 

It would be a mistake to • • • •••••• 

I really don ' t know - I can ' t say that I know 

personally how tar our market is from what you 

might term the major bond market, or market tor 

Government bonds. I can 1 t say how tar it differs. 

I havrn 1 t looked into that . 

Well, at times it differs very much. I wouldn't 

think it would be wise to cease to give your 

quotations at all, because that would make a 

lot of fellows think there was no market in 

Governments. But it might be wise 1t we only 

eliminated the last figure, wh ich represents the 

change, because t hat is misleading 1n many cases. 

Yes sir. Well, I wouldn't like to say at first 

blush, in my inexperience 1n that mat t er, just 

what can be done, but I am sure something can be 

done t o satiety you on that. 

Could you work out a consolidated quotation on 

the market and the over-the- countert 

We've tried to do that and have been eucceaatul 

in getting the Times and Tribune to ecphasize 

the over-the- counter market in Governments 

rather than the Stock Exchange figures, although 

• 
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you always see at the head or the bond quo­
tations the Government quotations, and that 's 

the first thing a small country banker Will 

look at and we oan 1 t direct his attention 
to the over-the-counter t1guree that come 
out only in order to do this. 

George, every time you make a change in price, 

it 1t 1 e a change, say, !rom one day to the next, 

couldn' t you Just put enough bonds over the 

Exchange to make that prioe in accord With what 

your major market price was' 

I don ' t know whether • •• •• • • •• 

The Government might do a little wash selling 

orr the record. 

I don ' t know anything about it, but it would 

seem an extraordinary thing tor it to differ 

very much, because there would be an arbitrage 

in there. 

It differs only when there 1e no eale tor two 

or three days. On a given day I agree With you, 

but when there has been no traneact1on ·tor 
three daye ••.•.•••• 

We could give our bid and asked quotations when 

there is no sale. They would probably be in 

line with the counter market. 

When you represent the change between sales you 

give the drop that has taken place !rom the last 

sale prior to the day that you are reporting, 

We'd be very glad to study that and give you 

an opinion as to how it can be handled to 

represent • ••• . •... 

I wish you vould. 

I'll write that down. Be glad to do it. 

Here ' s a chance to get a little business too. 

• 
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I clon 1 t know whether Mr. Frank v111 let us do 
that . 

lfe can wash sale or do anything you damn want. 

I 111 say that the Government bonds are ver:r 
important to ;you gentlemen, but the broker gets 
so very l ittle out of them that we don 1t care 
about them. We don 1t like to see them go down, 
though. 

We 1re not the ones that manipulate it. What 
you ought to do up there is get these Government 
bond d ealers; the;r 1rs the only fellows that are 
not subJect to regulation by an;rbody. 

Does Agriculture want to ask any ~uestionst 

No , thank ;ycu, Mr. Secretar;r. 

Mr. Secretary, this i sn't so much of a questi on 
as a matter on which someone else may have some 
ideas. I should anticipate that the weakest 
spot in the whole market would be the market 
tor toreign govemment bonds. 

For what! 

Foreign government bonds. Now, I don ' t know nor 
am I suggesting that there is an;rth1ng - an:r 
different polic;r or treatment that should or 
coul4 be adopted. But there, I should think, 
almost cert ainlY you'd see the complete smash. 
I mean • • •• • •• . • 

But I imagine the minimum prices that Mr. Bartlett 
talked about would apply to those as well as 
others . 
Apply to all bonds and stocks except Unit ed Statee 
Govemment bonds. 

Well, we ' ll hire a 
how to manipulate. 
fellow. 

good fellow that do ee know 
We don't have that kind of 

• 
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Well, may I understand then that you teel it is 

desirable that the Exchange be kept open it it 

ie poeeiblef 

Well, ••.••••.• 

I mean that 1 e the prem1ee ve are working trom. 

I oan talk tor myself and I simply say that I 

hope they will all stay open. I mean we have -

you 1 re a very important one, but there are 

others too. 

I understand that. 

I oan say, talk.ing tor myeelt only, that we 

certainly will do everything possible to help 

to keep them open. 

I presume that a little conformity ot aotion 

would be a desirable thing in the event that 

this thing does happen. That, ot course, ie 

something that we cannot control. 

Well, you 'll get conformity from the Administra­

tion, because everybody that 1 e got anything to 

say is sitting in the room now. 

I must say, as a caveat, that I haven't con­

sulted the Commission, 1 1m Just presenting my 

own views; but that would be ours, I think, 

and assuming that that vas the Commission's 

attitude and no unusual ciroumstanoes occurred, 

I wouldn't think there would be any d1t1'1oulty, 

Mr. Bartlett, in working out with the other 

seourlty exchanges - I mean I 'm sure we can 

get them all together along •••• • •••• 

May I ask you, Mr. Frank, 1t you have any per­

sonal opinion as to the relative merit ot the 

ten percent deoline as a daily minimum. That 

is, ot course, a question. I think it ie 

desirable to mark the market down as much as 

possible to allow the latitude for getting 

as muoh liquidation as possible. 

Well now • .••• ...• 

• 
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or course, it anything does happen, it will 
probably happen very qu.iokly. We want to do 
the beet thing we can. 

Speaking purely informally for the minute, I 
don't think we have any authority -personally 
expressing our views - but I do think we ought 
to work together on what we think is the best 
thing to do. Now the Commission m~ not reel 
that way. I think when you get through you 
might go back with me and have a talk with the 
other Commission members, sometime during the 
rest of the day. But technically the Commis­
sion has no authori t:r over you with respect 
to any such arrangement. 

\fell, you might have a good opinion. 

And I think we ought to have an opinion. That ' s 
my personal view. I don ' t think we ought to 
act in this aloof manner. 

It 1 e our idea that this would be something tor 
the general good and we are all working here 
tor . .. .. ... . 

Johnny, do you want to ask anything' 

No, not a thing. 

Well, Mr. Bartlett, we a ppreciate very much your 
coming over. 

I appreciate the opportunity of coming over. 

• 
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a-&t. 
.April 13, 1939. 
4 : 00 p .~1 . 

l\E pLJUi5 FOR STABILIZING lL\ . .'UtETS 
r:: ;:\!'£);'! 0 F \iA.~ I N EUP.OPE 

p?.,tsS:: IT : 

:: . ... Jr: 

:-: . . :. J~ : 

:cclec : 

;: . ... :r: 

.. . . J ·· : 

1-~r . Ho.nes 
l~r . ~lh1 te 
l•il" . Lochhea d 
l-!r . Bernstein 
Hr. Foley 
Hr. F.ccles 
::~. Harrison 

.::r. Knoke 

~ello ee~tlecen . 

Are t;c 1:> te or enrly or lthat? 

·.,~um :fO\! .;~t r.ere tl:c neetinw etsrts . 

Oh , ! see . 

·.:ell , ve ' ·;e still eot the bl'ttle on ltitil the 
Att<:lrncy Genernl on our rullnrs aa to ho~t much 
!)Ot·•er •~e >til~ t;et under tho e::ecuti·;e order 
if the Pres i den ._ sho'.lld uo.nt to put on e':ct.ane;e 
control, etcetera, etcetera.. And u!ten do you 
thlnl~, Ed, .,,o u111 l:no~t uherc 11e are at? 

·.:ell , I shou1d. t h ink to:-torrou or Frl..~n;,r ;;hey 
ou~~t t o be able to tel l us . 

:;:"ll' t ? 

I thln:t :hey outJ".t to be able to tell us tomorro~< 
or Fr: 0.E Y· 

And tell these .;entltr.len v'h&t 1 s the only point 
t hey question. 

iloll , they have no doub t :-.t ~tll so to t he va11d1 ty 
of t he proposed order insofar ns it applies 
stringent foreign exc~~nac control . Th e only 
point they are hes i tntinb on l s the ndequacy o r 
t:"'o pouer to put 1n the ordel' a p rovi s ion requiring 
detailed reuorts as to all foreiL~ assets -
fore i gn- o\med assets 1n thlo count ry. ':'he statu te 
op;ts th!\t under certai n conditions the Pres i dent 
has the po1ver to roblll.e.to , investi gate n..'tC. J>rohlb i t 
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foreign exchange transactions . \le thl.nk •in­
v~stignte" means the furn i shing of information 
ae to forei gn naset holdings in the Uni t ed 
States , and they say it i sn ' t clear and they 
nre hesitating. They are not t~1ll1ng to eay -
the people th.<\t are workinc; on it for the A. G. ; 
thin ion 1t the A. G. ' R reeling - they are not 
\t1ll1nr; to st>Y categor1oc.lly that the statute 
doean 1 t convey the po1ror . On the othel' hand 
they th1nl: , dthout knov1n~ just the extent of 
the eoerg ency thl'.t exists at the tioe the oover 
is exercised, t~1ey c:u~ say cnte.;oricelly that 
it eoes exist . It is n question of statutory 
construction and a question o~ le&islative 
intention . 

';te thinl~ that the po11er is there and that the 
order o.s ~1e have preoared it i a all right . 

Doesn ' t the statute GO further t han that a nd 
authori ze the investigation of foreiGn exchan~e 
and cred1 t transactions , All I remcr.loe r the ln~1? 

Tll.'lt I c rl.c h t . 

·./ell , if the tt:o :nean different thin..;s, I should 
think the credi t trenonct1on ~~uld oean investi­
~o.te the reoult of a forci~ exchan~e transacti on , 
11hich :~eans o. deooci t in A lle11 Yor:, b~, 11e '11 
cay; a.r.d I don 1 t • tr.inl: there io cny - I EJ.D not 
o. lauyer FJlY ::!o:.-e, but I don ' t think there ill any 
question about it . 

You see, Got•crnor, they .lon ' t b.rs1to.te about our 
e.b111 ty to freeze all those !>.ccounta anC. requi re 
thet trsnsact1ons as to those fore1CD accounts ~e 
made only by license. They do n ' t hesitate about 
thet . That seems to me to b e the maJor thing. 
The other thing , the g iving of 1ntoroatlon as to 
~rhat the fol·eibfl- Oimed nssets are , 1s the thing 
thet they are sticking on. 

But d1dn ' t tie for account of the Treasury conduct 
for a lone; "hUe a series o! 11eeklY report s in 
~;hich we asked for that very 1nformat1on1 

You still are . 

\te ll, 1·e do it ......... 

• 
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\le did the S R!l18 t h ing 1neof'nr as ~;old ue.s con­
cerned ; 1·re asked for qui te detaile'~ reuorts in 
1933 as to the gol d hol d ine e . And that powe r 
\:t'\ 8 sustained b y J udg e \looloey i n Ne~r Yor!t 1·rhen 
i t Has chf.llleng ed in the CR!llpbell eM e . 

Thnt 1 s r1.;ht . 

And thn: •:as beforn tho oo11or una rat ifi ed by 
Con,.;rogs i n J ar.uM•y 1 ;l. . 

! 1 ::1 p l eased th."lt t:tc At ~orney General is _:ivtng 
'el1berate consid erP t ion to the obvi ous. 

·.:ell, ttn;r::e.y , IIM.t I 1 r.t t r:;ln;:; to do 1s - lt 
~::1011S hot: lo:>Ortant it in to do -;hese t hin,_;s 
·,cf'o!:'e -.:1e!:'e 1£ a crisis . You .;e t !:'e>~dy 8Jld 
t ::en pr e y :o -;h e c;ooS Lor< t:tere tron 1 t be an:y 
crisis. But if 11e t:erc fussln~ arounu and 
~rnnk I·:ul"!JhY oayi nc, "You onn 1 t c!o thi s thin~; ," 
nnd you fellous puttinK the !)!:'eos ure on to d::> 
1 t , "very·ooc.y ~:ould be c::ci ted; and t his 1:ay 
110 do t!tc t h in_ nnd then if the~· e i s no cri sis , 
1;hy , ·.:e- nre v ery fortunate . But I am t1cklod 
to deat h t!e 1·1e ..;ot tl:i r thin ~ un6.er ~;e_y no H . 

I ho:;>e you ''on 1 t hAve to issue the> t order. 

So C.O tre . 

I t I s all ;;r:.te, ·Jut !. ! you n•.nt n 1:enpon you 1:ant 
to kee~ 1t o!.led n~d loaded . 

':':"'l~t • F r1e;ht . 

Sut u1 : h the e1ncere :.ooc t hat ycu don ' t h:-vo to 
uae it, tl:at 1 s all. ::o: 11hat I l'r.t countin_: on 
1e thla , and this ic 1:hat I upnt to set,Y to thi s 
Otlnll .;rou:) . \:hAt ! ct>ll all o~ thes_e t:un.::s , 
they are tr1nl runs, you see. ..o1·1, v:>a:t I mmt 
to aclt you (Ha r rison ) ao our fi s ca l agent _l n 
He11 Yor l: - uhat cnn you Clo tor uo Just >r1 tn -
along the lines of nskin~ these va rious pr esidents 
of these banks to olny ball? And if, for instance, 
llar shou l d b reak out !!onda:y mo r ning , llhAt are the 
th1no;:s : ·e 1 d •··ant to ask theo to do, so forth and 
so on, you see? 
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Ahd t·:hat I vas thinking ot - I mean tn-it i ng it 
clotm here - I mean 11hnt >IOul.d tie 11ent until the 
En,;l i sh ooul.d get their securities uncle!• control 
and the other countries Be t :heir s ecurit i es 
unde r control, you oee - about the balances and 
holding t hem. \/hat nre the vnrious things t hat 
110 ou.;ht to ask them in order to freeze the 
thine? And try to do it on n voluntar; basis, 
you see, r>end1ne e;ivins t hese other J)eor>le a 
cr.e~ce . And the t houwht t~~t ! had i n olnd -
onP of the real reaaona - I 11antecl to nslt you 
firs1: ~:hat is t:'le l i ot of thint;s you 11ant to 
ns~:, a.nd t;hat our peoole think you o!..lcJlt to esk; 
and tnen e::e thousht of :mlling these ;>eo;>le in 
m d sitt1n · down Pnd talkin ·· :1.th thee, saying, 
t:~c ~tt'Y 11e ve b een do in;; here , "I f there 1s 
t rouble , those a:e the t h1nJ e t~•t the A~~1nistrn­
t 1on is goin> to ask you to do on n voluntary 
basis . F.ot: do you feel a'.xl~t it? \!e don 1 t 
ll(lllt to ~et you out or bed nt 2 : 00 o ' clock in 
the oorn1ng the 11ny 110 cUd on the day of the 
':'1•inart \ te , but t:o t<ent to tnllt tl1ene thlnes 
over i n advance and c;ot your ilepo . And l!o~ld 
you be· ll1lline; to r::o c.lons on such o.nd such tl 
l>l'o;:rnm?" Yo•• see~ Thnt t 'nA one of the n~1nc1-
:->al thinGs . 

T!1en i f all that 11as t'Or::ed out Pnd these fellow& 
uho e,., do tl:.e ;,uslness t:l t h the foreit.ners 11nd 
yo•J. sat c!o:~ and hlld your l1at and you SP,'J, • ::o11 
t ".is 10 H~t " C t:ant tO dO. ':'h!S 18 lif'.at the 
A~~1nistrRt1on is ~'Oln~ to aak you to do on n 
voluntary basis . 3ut you ou ~h: to blot< that 
they 1 ve E;Ot the !>Oi.Jer to nsk you to do th1:; . • 
And so 'JOU ooul.d hAve a trlrl run ·.•1 th these 
ftl:!.o;;s in l:c" Yorl: . 'l'il~ t I'I'S the J>r1nc1pal 
renson . 

I t:llked to 1-!r . Eccles bcfot•o I naked you down 
nbout doing this sort of t hing, 

1
and you .. (Eccles ) 

are ln sympathy ;,1 th t h is, nron t you, ··.arriner? 

! 1m very much i n aympathy t·/1 th <loin& everything 
you can ~11 t hout putting on •••. . .. ·· 

But I 1 m no t {;'Oins too faot , en I? 

Not for oe. 
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All right . 

You di d 'that before, George ; you call ed those 
presi dents up and got cooperation. 

(On phone) Hello . (Conver sation with Secreta ry 
llallaoe i'ollowe: ) 
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Opers t or: 

l(t!Jr: 
Henry 
rallsce: 

HI!Jr : 

1: 

?!!.! • .Tr: 

1: 

Hl.:Jr: 

'II: 

!!l.!Jr: 

If: 

!':Ur : 

'II: 

'llotJr: 

W: 

!11JJr: 

Go ahead, 

Hello . 

Hello. 

Yea , Henry. 

April 13, 1939 
4:15 p.m. 

Oh, Henry, here wae a mat ter I thought possibly it 

matters came to a certa in pass you oould be helpful 

t o ue on, and that's on t hie matter ot t he trading 

ot the cotton and wheat f or r ubber and tin. 

Oh. Well now, whet -- what have you got in mind? 

Some or t he British were around here yesterday. I 

didn 1 t see them. They ssw some ot our people - ­

eaying that t h is matter of the rubber tha t's been -­

that the British gro~ i n the East Indies is not 

under thei r control. Wel l , ot course, it can be or 

can't be according t o which way they want t o put it. 

Yeah. 

And ! Just thought it mi ght be worth your while to 

keep that 1n mind and it it came to any bargaining 

along t he lines that y~u outlined t he other day . 

Well , Henry, you 're about three Jumps ahead of me 

and I don't know what you're doing on thiE - - on 

t his swap business. 

Yeah. 

Now, if you could have somebody gtve -- write me a 

little memo· a s Will Rogers says, I only know what I 

see in the papers and I don't beli eve everything that 

I read . 

Yeah. 

So you bad me all pepped up on t hie export bonus 

business and - - and now - - now -- you're swapping 

are you? 

How ' s that? 

Now you're swappi ng rubber tor cotton? 

• 
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Oh no, no. It doeen't take the plaoe of the export 
bonus at all. We ' re go1ng ahead and eee whet we can 
do w1th that and 1f -- we have t o go the l eg1elat1ve 
route •...• , 

l!JIJr: Oh. 

tr: •••••. on the export bonus. 

t!t!Jr: But, are we •. , . , . 

1: 

!l!~Jr: 

f: 

!il!Jr: 

'11: 

HI!Jr: 

W: 

I: 

.,. 

~r: 

,. 
HI.!Jr: 

W: 

!!I.!Jr: 

As a matter of tact, ae I told the Preeident in the 
first place, I was arx;a1d we would have t o, but 
there' I' been more opposi tion on the lUll to it than ., . . 

But on this ewapping scheme. 

Not on the ewepp1ng scheme . 

I don't know a t hing about it. 

Do you mi nd -- are you in a position to listen a 
moment? 

Well, I've got a group here now. 

I see. 

And we're Juet talking about f or e ign exchange. 

Uh-huh. 
But if you could have somebody there Just write down 
on a pnge what it's all about and stick it 1n an 
envelope, I ' d appreciate i t. 

All right. We'l l get that - - we' ll get that over to 
you 1n a d~ or eo and then possibly I'll see you 
sometime tomorrow or at Cabinet, I don't know. 

Well , I - - I don ' t t!l1nlt there 1B an.Y Cabi net tomorrow. 

They ' re bav1ns it trom twelve to one toaorrow. 

Oh my God ! All right . 

(Laughter) All right. 

When do I eat. 
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W: 

•'l!J:• : 
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Well, they may teed you there; you can't t ell. 
You're euppoeed to go out to Mt. Vernon at one­
thirty you know. 

I know. 

All right. 

All rl.ght. 

Good bye . 

• 
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\/ell , l~r . Scorot n.ry , in a nsvrer t o your sugges­
·ao:-~ , do you 11n11t rne to s p eak? 

Y;,;, I j us t 1-mnted to cak(' surt> •.....•.. 
J ohnny, so I .;e t the benefi t o! :ro~n· eyebr o:ro, 
:•ould :,·ou n i nd o1tt1n ; there? I ncAA I lve .:ot 
:ty )PC'' turned t o you n:\(! I don 1 t know vhether 
:·ou ~ike 1:h.nt I 1:1 doinv Tilio WI\Y you CPl'! give 
.~e t.1c cyeh:-o:r e1 ,;nAl. . 

~h" t : •on 1 t e;~ t on t:1e onchino t hou(;h . 

:nut? 

r::~..., t c:1c'brou s1 ~...nal. . ... ... . . 

: :-te e:rebro•.: s1 r.nl - Y.> . 3ut I con q•tch hie 
e:·e::J:·o"e ~nj I ,,~nt the ·o>enef'it of :110 ::.dvice. 

All r 1 ·i1t , :>lr otc. 

ilo , I j urt •.:l'ntod - if' Eccles d11ln 1 t approve 
' 'h,"t I 1/t':l n s l(in.;, I Hnnted h i M to on:r s o , 
you see . 

::ell , :;ou 1ent~o:1eu · ci'o::-e Geor P. c•,,e fo1m 
'that :;o::. ·. ·c:-c _o in_· to c.'..o tU.o . Ycu nc:·cly 
~rn~1o:-.cC - :;ou s~· !& !tOt.:. : •c:: ,~e ·o1n_ to iu:::;e 
:::!.-'1 co:... .. ~ clo~m . ~:o~: , ao to tt.e ~r{'tct 1cAl 
Oper"t!O!'\ Of ~he t~~n._;1 ~ .•hy 1 t·:~tever the 
:i e ·,, Yo~l: rc: t:11nl~t -:!'"-ey cot~lf t:o - it .... e t s 
~oim to n prnct1co.l jo,J . :'l"ll't 1 e renll~r ··Mt 
it ..mou:ltG to . I 1 ro &ure so ft"' r> s t:.e )OP::'d 
is concern ed - it i s n 1 '.: n ~l'.t:er I thin'~ that 
-hey •.:oul u hnv e responsi bility for :lll'JHF\Y · 

::el l , I d 1ln 1 t ·.mnt t o sny t hnt . I ::lSPII I 
~eel I ern uO to Geor g e as ou r ~icenl aceqt 
PLc rr~ ~1 l to ~ thi nts , bu t RC r cat ter o~ 
cou.rtes·t nn<'. :Jlv1n.,; t;-,e "ocnet1 t of thP 2oprd 

1 ~ 
·,,,_c::in -· I 11M p skin !.nforrn>J.l y , r nd I 

1
d l ike 

the 3onre. to b e s:,ritpnt!'.et i c to 1·hnt I 11::1 a sking 
Geo:' ·e to do . ::ot:, 1s th.Pt •. .. o o •• o 

~h.:-t 1 s ell r1.;ht . I un1er st/'nd. 

tlo , I 1'nnt them t o be symp~>thet1e , I 1•ont the m 
t o l:nou. I don 1 t uant to hnvo i t eor1e un l :>ter 
on th!>t I hr ve aske d t~e Fed of llrt·l York 

• 
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something and I don ' t ttant George to be between 
two millstones. But I would like the sympathetic 
backing of the Federal Reserve Board for what I 
am asking ; and you know plenty in advance eo you 
oan ee.y, "If ell novt, ttai t a minute, Henry, this 
is oomet h ing that we uiah you uouldn ' t do. • 
You see? I s that cleer, M~rriner? 

That ' s clear to me. 

I 111 tell you 11hat I have already done. 

O. K. 

And then I 111 tell you "Whnt ue cpJl do. 

All right. / 
Before the Hunioh oriois 11e made a cooplete survey 
in the Uett York b~nlto of the 1911!- versus the 193g 
situation. 

The one thing ue felt lle needed def1ni tely in 
!low York , in t he light of past exoerienoe, ifas 
to have a bankers 1 oomm i ttee to 1·:h1oh I mi ght 
go in any hurry u~on any matter dealing h~th 
cr edit, loans, foreign exchange, gold, or. anything 
else that the Treesury mi ght want us to do . The 
banking cocmunity agreed definitely that I should 
have such a conoittee - call it edvisory comnlttee 
or a market coDBittee or a contact cocmittee. 
~ere was some di fferenc e o! opinion as to how 
it should be organized, but nevertheless the 
princi ple waa agreed to. iJe dropped it merely 
boco.use of the Hunich appeasement, as 1t ~·re.s 
called, I understand . 

At that time I di scussed with the principal banks 
in tlelf Yorl• the whole question of the bond market 
tor one thing, the foreien exchanges , and t he 
question of foreign balance& . I think there is 
no question that they would be all definitely 
\filling and glad to do anything thnt they l egally 
can within their rights. And tf I s et up ~uch 
corunittees, as I had planned yesterdaY to o.o 
today if I had been in New York, all I ~~uld 
have to do would be to put up any question I 
uant to to the collllllitteo and let t heo do the 
dirty uork. That Is the way I 1 d rather do than 
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call them up, ao you eey, at 2:00 o ' clock in the 
morning. 

On the quest i on that you asked - \tell, I '11 say 
one thing that they sai d about government bonds . 
They all ae;ree, those with tthorn I talked, that 
in event or 111'1 emergency t he tlett York banks would 
not, because in their 01m interests they probably 
couldn ' t at any reasonabl e price, unload their 
Government; that it ~:ould not be a prnctioable or 
sensible thine to do . That doesn ' t mean that some 
1rho are under pressure for one reason or another 
rni bht not have t o try, or get a ' loan t rom us. But 
in princ i ple, they agreed thl\t ns a banking com­
ouni ty they shouldn 1 t de:uo:-alize the ms.rket by 
~ry!ng to run to cover and unload thei r holdings 
of securities on us. 

On the queot1on that you no1r brint; up of aski ng 
their voluntary cooperation on the oatter of 
blocki ne forei gn accounts pend1ne the opportunity, 
say, of the Bri tieh Gov ernment to t;et hold of them, 
t here is d1t'ficulty. At the time of the Tri partite, 
1 t 11as quite appropr!t>.te that If e should ask Md 
that they should agree not to indulge in any 
speculative foreign exchange transactions that 
e ight have the result of putting pressure on the 
e:;;:changes . They all agreec en~ they played ball 
on that, I ao quite confident. 

This ie di fferent . They hold balances running to 
the credit ot various ind1viduale, various tore!&~ 
'banks, properly attested and properly o~med by 
foreign nationals . Query: \'lhather we could reason­
ably expeot them to dishonor n draft dra~~ by the 
Olmer of t het nccount, even 1t we asked them 
voluntarily to do 1t; because t heir lawyers '~uld 
say, •You run a great r1ek of being sued for 
damages tor having failed to honor the draft. • 

I think that if we were to expeot to rreeze those 
accounts eo that t he British Government could get 
hold of them and prevent the British nationals 
from di sposing of them, we would hAve to go , 1n 
t hei r prot eotion - the banks' protection - as 
far as to require them not to make payment, 
because • . . ...... 

Regraded Unclassified



t! •. :. J ~ ! 

f.pl'ri son : 

:: . : .• J !': 

::. ::. J r : 

-au. 
- 9 -

l!ot clo 1rhat? 
go 

I any I think you I·Jould he.ve t o/as far as to 
require them not to make payment, because of 
the tact that no mntter whc.t their liieheo mi ght 
be they couldn ' t volunt~r1ly aeree, I tP~nk , 
·.•ithout l i ability to refuae to rnpke oavrnent. 
l;oH, 1t i s er.actly comp'lrPble to the· 3;.i t1sh 
on tr..e Czechos lovak case . The British Treneury 
no~ed the~ there ~ot to m~~ rny p~nent a t 
nll ·.-.'1 t hout consul tPtion l'i t h or annrovc.l of 
t ... e Treasury; but, reco;::nizin~ tee.t' t here 11ae 
n v ery reaso nable l!lnd lil~ely l1ao1l1ty, the 
~reasury instantly ~~t ~n Act ~f Parli~ent 
undertakin: to ind emnify the banks f er any 
duna...;es ti'.et mi 6ht fol1011 rroc their having 
a:reed. 

liOH how ~.~ul<l. you eu{;::;est h..~ncU1nG thi s parti­
cular p i ece o! c~ chinery? 

Frpnkly, I hadn 1 t thouo;ht of this hlocl:1nr.; of 
Dr1ti~h nation<\lS ' recount pcncanx the opport unity 
ot the Er1t i sh OovE'rnment to r; et hold of thetr. . 
I ::~.::1 l'..!'rai d 1~ ·.1e 11 e!~ed t!:o br.nl:s ·tolunkrily to 
do thet , ":;!1ey 1 c sny, •·.:ell , 11e 111 hnve to con­
GU1 t our lm:-;ers, • :-..nC. the 11'11'Jers ::otild S::IY -
nine out or ten - th3t you can ' >, do it ~dthout 
ll.abiHty. 

:lcll , the Attorney GencrPl i sn ' t qucst!oni n:; 
our authori ty to do it . 

l!o, he a<'..m1t s that . 

\fn.."'.t ? 

He admit s that t h i s executive order inso~ar as 
it C.aals vd t h etr1nt;ent control over a.ll fo r e1VJ 
bn1P~ees in this country, i e all right. 

All l'ight . 

He nsreee that ue haveo the richt to f r eeze those 
orlnncce end dem11n d of the oanks that they not 
transfer theo. 

':'hat I 8 r i g."l.t . 
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T~At rel i ev es the bank of the liab111ty. 

Th e i ssuance of the orcler would l'Clieve the bank 
of an y 11nb111ty. 

You hnve an Act of Cone reso. This execut i v e 
ow1er I'OUlci take care of it . 

~hat 1 s r i sht . And our po11er oven t;oes farther 
thnn ·.;:'!l'.t tl!ey tried to G.o by inr1enn1f1ca tion 
1n Grcnt 3r1ta1n. 

:ut yo•~ 1d hl!ve to have in~eonif1cat1on ~f you 
!'.c::ed for volu."ltary action on thei r part . 

~lUlt 1 a right . 

He had a call froo Cochran, 11ho ca~r !?nul Reynaud / 
to::ny , and P rtUl ?.eynnucl. cn i tl !te C.i dn ' t tl::ink 
thie thing t·roul d interest him - this i s tr!':lle 
confidential - bec ause l1c d idn 1 t t'ant to do· any­
thin~~ Nhich ~rould lteep :'rnnce from bei ne the 
haven of r efuc;e for Europcnn ~r.pital ; and he felt 
sure t!o.fl.t Fran ce 1·rould be the one nl a c e that 
evel•ybody 1-;ould lll'.nt to come, nntl he 11anted. to 
do everythinG t o encouraGe people to send thei r 
money ther e . 

':'hcrefore h e t:ould not as a corollar:r to thAt 
\IP.nt to comnMdeer or requisition F:renci: balances 
here . 

I n the event of t/1\r • 

\/ell , I' ll bet you a nicl~el hc 111 b e doin;; it 
1rithln ti·IO ueeks , if it 1 a not too lrte. 

ilell , I sai d !'acetiouoly yesterday on tl'.1s com­
nnnr'.eerinr-· of a ccounts thAt if you >IOUld exem::>t 
the French Cabinet , you 1\'0Uld e.;e t quick ac tion • 

All ri~ht. ;·Tell no'' • go ahead with our r egul n r 
busin e ss . \That? 

llell , that uns the only speci f i c thine thAt you 
asked ne to do . I'd like to co back t o thi s 
questi~n of the co~1ttee t hat I ' d have ~ere. 

• 
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I would expect to have a committee representing 
the co~~eroinl ~ks , t he investment houses, 
perhaps the ~vernment bond dealers , the savi ngs 
banks, and perhaps even the insurance co~anies, 

although that uould be doubtful . And ! would 
expect to have the~ organize subcommittees such 
as one on foreign exchange , ror instance, so that 
i~ ! have a meeting of tho crouo I can turn over 
P~Y foreign eYchnnce ruling or question or su&­
r;estion or cooperation that you ~•nnt to procure 
to the full committee , leaving 1t to the repre­
eentnti ve on thll.t commi ttee thet hP.B the foreign 
exchan~e commi ttee to do the Job. 

I think tl'.At 1~e mi ght have to hnve a representative 
of the Stock Er.chan£e .ava1lable. I don ' t know. 
I 1C. ro.thE'r not cross thRt bridge ;•et . I 1d rather 
!lAve th:l•e fcllotts deci~e ~h:>t r~ther tt.an to 
1".<>\'e ne decide 1t. 

But 1f I Cl'n .;et such a comni t t ee orl);t>J'lized !ll'Omptly 
nc,,t t·'eek ... .. o. o. 

Oh hell , you oucht to have it ready by l·!onday 
oornine . 

·,rel!, I could hPYC it re~tdY - I o"n h~.ve it ready , 
o<ithout choos ing ;;!le personne! tlll'.t I l.'a!lt 1n­
st~tntly; but I ~~~ld ~1ke to do it myself person­
ally , and I ci.on 1 t ;:no,; ;J!!eth!r I 1m ,;o1n<; to ~et 
back toniGht or not. 

You are as far as I am concerned • 

\fell , it oee:na to ce that you ' ve .:;ot th~ :;>lan , 
you J'nou that 1 t i s just a question of a tel ephone 
call; as yo'J say, yo~ could set up t lus th~ng in 
an hour i ! you ' ve ~t the plan. Ther~ 1sn t 
anybody that l:ould !:"efuse to cooperate. A."ld 1 t 
oay be really better not to ndv1se with e>erybody 
and to diseuse 1t 'nth t hem , because you &et ll 
certain amount of •. • .. .... 

I ~rould frankly rather not set up the co~ittee 
1n advance , beoauoe it gets out, on top of other 
rumors , and there is a r isk thAt people <·11ll 1 

sueoect ' 'e ' ve GOt 1nformntion that others haven t 
got' and that t his is a lot more int1oate tr~ 
1t appen!:"e to be . 

• 
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Did you see the statement that the lofall Street 
Journal ticker carried? 

Yeo , I d i d . 

I t ' s n question of t act i cs . I think I have 
talked \rl t h enough fellous and have enough 
cooperat i on in spirit to be cble to do it . 

\Tell , Geort;e, it 1s your respone1b1lity and 
. you ' ve got to do it, as 1'ar as I am concerned , 

and 11e are here and you knou how ue feel. 

,Have you got any suggestions, J ohnny? 

;;one at a ll • 

\/hat? 

I th:!.nl: I 1m in aGreement \d.th George Harrison v 
that I \~ouldn 1 t set up thi s oomoittee until you 
nre reedy to move . These i'elloue think that the 
Government has information here about this thing 
that nobody else has nt all. Ao a matter of 
fact vre 1ve got very little, but they think we ' ve 
e;ot an tmful l ot. 

\Tell, if George has .;ot the plr.n and per sonnel 
in his mind ••••.. .. . 

And he knows he can (;et them and kno\:s perhaps 
the crowd he would call on i nstantly and that 
they uill all come i r.unedi a tely. 

All right . So l·:e 1ve e;-o t only one other thing 
t o 'settle . Did you felloue 1\ecide on what you 
\·ranted to do on the Government bond market? 

Yea . '.1e had a meeting of the four members of 
the executive committee - d i dn ' t have time to 
get Mr. Leach, ~mo 1s the outei de member , there -
and the members of the Bollrd \·rere all here and 
they also came into the meeting, so that present 
there t:ere seven, ;tith t he oi x Board members and 
George t:!B.kin~; the total of seven. There ~ere 
f our other members cakin~ up the full cocc1ttee. 
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And tis adopted a resolution authorizing a purchase / 
of' bonds up to 500 million doll ars . It ! s subJect 
to, houever, the telephonic approval. of' the other 
members , lfhich has no t yet been secured. But tm 
Oon1 t contempl ate that there 110uld be any dif'f'ioulty 
in getting their -telephonic approval Just as soon 
ao 1·1e have an op:;>ortuni ty to oontnct them. Next 
11eek the Bank Presi dents nre comins in anyva:v, 
rnd at that t i me we can have n reeular meeting of' 
the CUll committee, at uhich time a ratificati on 
of thi s action can be gotten, an~ furt her aut~~rity 
i f' t he situation would seem to 11arrnnt it. 

Does that co~er the situation, George? 

Yeo. I t h ink 1t i s !air to say that we r.eported 
to them that we underotood you trould be w~lling to 
go 1n with us . 

1·/ell , I didn ' t kno11 but thnt oomebody might object 
to havinff us Join you . 

1/ell, 11e mi ght on t he sales but not on the purchases . 

All right . 

I f you ' re going to cover those table stakes , we 
may have to use so~e gol d chips. 

Meani ng uhat? 

\Tell, you v.ould first use 1n buying t he:-e the 
special. twos • 

About a hundred twenty million . 

After you exhausted that, tlhat tund ,rould you buy 
!rom? 

There 1s only one fund . 

Stabilization. 

Yea . 

That 
soce 

would be 6Qld chips, because we ' d have to throw 
gold into the System, because the balance • • ••••• 
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~/ell , a 11 t t le more or le sa \IOuldn ' t make any 
d ifference . 

J ust nent1on1ng 1t to you . 

As n matte:' o r·ract, t hl\t 1R vh~>t I Ga1d, that H e 

~~t1c1pnted that . 

::r.rl•\ne r 1 s developing nn 1mnun1 t;,r to excess 
reoer·;~ n.n yu"\y . 

-:c•: Devclo!)1n.; 1t? Hel l , I 1·:., ~C. 1t for a long 
tine. 

::.: .J.·: 

::cct ... s : 

::. ::.Jr: 

~ccles : 

·.:ell , \le 1ve go t o•rer n huMred n U11cn or t hose 
n-,ec1nl ttros . 

Yes. 

:.:r. Secr etary, I thi nk one terribly i m'!>Ort Mt 
th1nr.; 1s - thP.t ' A the rcnson I \tl'nted to s t ay 
o·:'lr unt 11 tomorrov - nsau:nin.; you a Greed that 
in some e.Jloun t and on some 'br ij 1 e \:e nre .;o1:1c; 
t o buy bonds in event of cr.~erc;oncy , t h e n~st 
1~1J)ortMt t h i n ::; ! s the tec~1ni'!uo of handlins it . 
I ' ve c;ot a nuuoer of 1dt•l' - I uon ' t know \!het her 
you uoul6. all a c;ree 111 t h thcr.1 . I -:ent 1oned sorle 
o f t hem this r.tornin;;. But I tlo t h ink 1~ .:e 
re::~ll;,r uan t to b e prenl'l•ed , 1•h1le 1 t 1s. a det111l 
1n a se:1s~. 1t i s n te:'ri bl y innortAAt <1etai l 
that \le should ,.:"a !.rly '.'el l agree on t:-:te !)rof'd 
outline of the cetho~ . 

::o,· t<ben do you t:ant t o C::o thi s? 

I ' ve go<: ::-n en _;e.r;ement ror th!' Fee.er:-.1 Reserve 
EoP.r d pt 10 : 30 tonorro l"l mom1nr;. 

Over there . 

'.:ell , ulu\t we ' ve go t - it 1 s our .. . ..... . 

All r1_;ht . 

The operation 1s an ope ra t i on or t~e ~xecut1ve 
co= l.ttee o~ t he Open Hnrltet Con::~1ttee and 11hat 

• 
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we we~t to do is to discuss the question that 
George r a ises here as to the Nc11 York Bank 
as the agent of t he Open Market Committee as 
\fell as t he Trea sury. 

That 1 s something bettreen you people . 

That ' s right, but at the snme time it i s also 
a mntter t hat the Treasury 1e goin;; t o be 
i nterested in, becauee i f there is going to be 
n joint account, the policy to b e pursued in 
maiptaining an o~erly market , t he extent to 
\fa1cl} you let the mar<tet go do•m, and how ~e.r 
you t:1ll sti cl: your neck out, so t o speak -
I ceen 1t 1 e a o.uest i on of n techn1ce~ operation 
end all you can do 1s di ecuss it in very 6eneral 
terma nou, and you ' d h:-ve to lle in constant 
contact on the dey- to- day operations during 
such n cri s i s anj'l:ny. 

l'ut uhnt I 1·::o.nted. to do ~1110 tal k to the Board -
I thour;ht t he most orderly 11ay of doi ng it uas 
to ';alk to the Board and Dee 1f I cnn 1-:ork out 
n pro., re.m 1'11th then and see if you (H. J.!. Jn) 1·1ill 
e~~rove of i t y~urself; or 1f you ' d rat~er have 
oomebod.y ~::-oc the :>apartment oit in, it' s just 
ns nzreeable to me . 

llo, uhile ue 1re cRkin;:; those ?olicies I ; ·ant 
to be o resent . After thl' oolicies are :mde •.;e ' ll 
desiGnate s~,ebody to opern~e . I ocan I won ' t 
be able to operate, but ~~ t he ~inc of ~~s 
stuff I want to at ler.~t =~Y-c ~Y contribution. 
But once :·:e get to operl\t1nc , uhy, ve ' 11 furni sh 
an operating man . 

Yes. ".iell , 1rhat I hncl in mind , tor 1nstence -
it is almost p question of policy. I t i s con­
ceivable that there may be o1roumstances that 
uoul d make i t 1dse to put on a minimum price f or 
a dny ' s ";;rrulaactio!lll, just as t he Stock Exchange 
i s considering doing for ntock. 

Look, Georga, if you coul d do this, thie ~~uld 
help me. I don ' t have to go t o Mt . Vernon 
tomorrolt, eee7 I mean •.•••...• 

• 
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(On phone) Aalt J.lr. Kannee over there if there 
is a Cabinet meeting tomorrow o.nd llhat time, 
p1esse. 

l<oH, if there 1.s a Cabinet meeting from 12:00 
to 1 :00 and the President is going to ::t. 'lernon, 
! ::an skip !!t . Vernon, see? I don 't have to go 
to J.it . Vernon . I Just thought it was a t.-ondertul 
excuse to get out and get some fl'esh a ir. The 
Presi dent 1s going do1•m a nd asked h is Cabi net to 
go along 1·r1th h1m. I don ' t N\ve to go . 

\/hat 1s tomorrow? 

I don 1 t knott - so:net h1ng a t H: . Vernon. He ' s 
ma:t!ng a speech l!.o1m there. I don 1 t ltno\1. I t ' s 
some ann1vereary, eoc:e t hing. \/hat 1 s the four­
teenth? 

It 1 s the Po.n-Amel'ico.n good ne1r;hbor busi ness. 

Ob , I see . 

At l~t . Vernon? 

Just 11ondered lf:'lether t here 1'1111 be a. holiday in 
:;eu York tomorrow. 

i~ash1ngton ' s 'b1rthda;r 1n Ap::-11. 

2 : 30 P. !-! . 1s the l-:t . Vernon address. I don 
1 
t Jt.nov 

t:he.t t!:le occasion is. 

Before you adJourn, on the other aspect, lt.r . Secre­
t ar y, d1d you \1Mt to postpone e>."!lloration of the 
quest i on as to l·hletber 1 t uould be desirabl e to 
impose the freezing of the balances 1n the event 
of an outbrenl:, 1n v i ew o f the rnct that apparently 
coooerat1ve e f forts need thnt support; or do you 
~~ant to postpone that unt11 t h e oituat1on develope 

more? 

No , I want t o postpone it. Now ?ro.nce is not 
interested, Statzerland ie interested, Holland 1s 
very much interested . But don ' t, se I say, for 
God ' s snke, don ' t let it get out, because they 
say, " ife 1 re supl)o eed to be neutrl\l. Belgium 18 
interested, but please don ' t mention i t. Ue ' re 
neutral." They ' re scered to de nth, poor things. 
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I tol.d thee not to >.'Orry, I w uldn 1 t do anything 
v ithout their sayincr i t , you see . And the 
Canadians are send ing somebody down here Saturday. 

(On phone ) Hel.lo . - O.K. - Thanks . 

I n o".:her 110rds, al.l but France are 1<1lling apparentl y 
t o cooperate. 

Yes . 

And t PJ:e such acti on nil t~c Zn..;l1sh are w11.1.1ng to 
~nke 11ith reference to nvo1d1ng a dumpins on this 
mnrket . 

Ho11, to anst:er your (i:hi '.:o) ((U (;Btion , I jus t thought 
th".t I 1mnt to essimH PtE' t h1c 11 11 ttle bit , you 
Reo . And -.: !'len f!lso I ' n IIC!1t1rl<; f or the At torney 
~enere~ ' s ru1.1nG. 

But t here 1s no rel'.SOn that I hrve ~1hy Hr. Knoke 
chould stay unless he likes 1t do1m here in '.!nsh-
1n.;ton. 

Cc.n 1 t .;et 1'\ p l ace to oJ.eep. 

I 1ve i.,'Ot a roo:n for b i n . 

I 1 ·;e 1,-ot r. reservation on t he o1e.."l1..)1t 1:h1ch can b e 
cancelled 1f necessl\l':f . 

Do you uant to ::'alee enyth1n0, Knol:e? 

llo , I !lav e nothing . 

;:ell , I t h ink 11e- 1re al.l ri,·ht • 

I 1~:t.ll just uonder1n!! - e s ro~Prdo France, I don 't 
think the f i gures in the case or France nre par­
t1culal•l-r imoortant, of course not nearly as i m­
portant as the British 1'1;;ures in t h i s ma:.•ket; so 
that even 1f Franc e stayed out, I don ' t think it 
uould nullify t he 1tholc thing necessarily. 

i~t 1s your eot!Oate of t he amount or French 
holdin cs o r our securiti es? 

\{ell , in a very ;;eneral 1fl\l' I 01\ll s~y this, that 
French purchases have ~on very eoall over a long 

period now. 
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About two hundred f i f ty mill i on of securities. 

Yes. 

A!)proximately two fifty m1ll1on of securities, 
besi de their short-ter m balances. 

And t heir short- term balances? 

Short- term banking funds, t,,-o twenty, and ear­
mnrked gold, a couple hundred million dollars. 
But their securiti es - pnd that does not include 
d irect investnente , which are small - as I say, 
lese than a quarte r of a billion. 

I don ' t see Reynaud's ar~ent at ell. I t h e 
,·ants to make Paris a haven, I don 1 t see how 
comnandeerl.ng balances in New York 1s going to 
hurt that . 

I t woul d be part of exchange control, and I t hink 
1•ith a measur e of justificAtion hE> claims that 
exchanae control in France ~rould certa inly inter­
rupt the present 1'10~1 of funds baclt to France. 

That ' s his argument . That ' s hie nrguoent . · 

After all, h e i s in a d i fferent position troo the vf 
rest of the ttorld. I mean he 1 o reall:r the only 
one who has been gain1n& i n the last three oonthe, 
11hen Switzerland plus ItalY - I oean plus Holland 
and Belgiuo and En..;land hc.ve b een losing. 

But there 1 s been no 11ar in the last three oonthe. 

llo 11hat? 

There has been no ~tnr in thEl last t hree oonths -
very d i fferent situation. lie 1 re talking about 
the situation that ~tould arise 1n the event of 
a European 1·1ar, nnd under t hoa e c ircumstances 
~1e 1 d see uhether Frnnoe 1:ould nttraot any aub­
etanti(l]. amount ot funds . 

I cnn ' t see it. 

You lo"Ould tMnk they ' d \lt\rlt to move i mmediately 
in order to conserve all of the balllllces and 
all of the secUl•1ties t hey can. If any country 
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need ed to oomme.ndeer t h em o.nd would ~~ant to move , 
you ' d thi nk i t t~uld be the Fr ench . 

l!r . Secret a ry, nay I a sk a question? 

Please. 

Oll , he r e i s some t h i ng- I've Jus t about run ou t 
do1m hill - t his i s stricl y confi dent i al f rom 
Butten:orth : "Ao instructed I presented t o t he 
3riti sh ~reasury the oemor~~dum t hi s corni ng . 
The Br i t i s h Treasury stated t hP t a foroal reply 
1:ou l d be f orth coml ng in due course but t hey said 
in~oroally that they felt thr.t t h e ~nswer wou~d 
of course .. ·el cooe the eu.;gestion of coneulta t i ve 
exchpn - e of view. At t h e sane tioe they refer r ed 
to t h e f a c t t hat the b rond ou tline s of t heir i m­
o e<' iate p rocedure upon t h e ou t l:rcak of a ltar had 
~lready b een comnunic~ted t o ~e ns reoort ed in 
my 42g , :t.,rch 31 , 6 : CO P . 1·!. " · 

\/ell , 1·:e !mo\'1 what that is. 

"After em!>has1 z1nr; tlll' t t hey 11ere oneak ing per ­
sonally nnd info r mally t h ey r emnrked that t he 
~ntter of bank dep o ait e and ear mar k ed Gold s eemed 
t o ther.l t o fall into a so:ne1·Jv.t. t~tfferent cl\tegory 
from t h e qu est i on of mnrkct1n • s ecurities; . . .• . .• • 

They ,;ot 1 t . 

" ••••..• that i n t~e event o r a Hlr they ~:ould 
cxnect to use the available dollar tunds f or pur-

• • chae1n~ Amer1cpn p - r - o - c - 1 -1-\·-i-t-y . .. ..... . 

e nd thine to ·ouy. 

I think t h a t ' s orobe.bly t he codin~ or decodi ng ; 
1t ' s probabl y "J>l'Oduot e ." 

" •.• . . . •. and a s rega r d s ea rmarked gold they hoped 
they could assume thnt t ho Un1 ted States ~1ould 
continue to give do l l a r s in exchang e for s uch 
gol d llh1ch 11ke~:1ee they ~.-ould use for pur chases 
in the Un i t ed Stat e s .• 

They GOt 1 t . 1/he..t ? 

·~hey v ent o n t o any that t h ey thecaelves ha.d had 
i n c lnd t h e qu esti on o f nppronchinG the ~erican 

\ 
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monetary authori ties on tho problem of dealing 
111th the hol dings or Americnn securi ties; and 
naturall y they 1·rould wish to obtain funds rrom 
the American secur1t1es t o be t aken over f r om 
Bri t ish r esidents and that there seemed only 
tvro possibl e methods {1) to sell them and ( 2 ) 
to borro1v against thorn. On balance they ~rere 
to prefer the latter procedure but the quest ion 
o.rose as to 11hether it 11ould conflict 1d th 
exi s ting Aneric9n l egiol a t 1on : ... ..... . • 

t:o, 1t 11oul d not . 
~cnt orge~1zation 
privr.te it would. 

I f ue set up a snecial govern­
it uouldn 1 t, but lr it uere 

:I ell, there 1 s a point for you. 

That ~rae the question I 11as just going to ask you. 

I thinlt we he.ve oro s sed that. As I understand it, 
i f they put up a ·ounch or securiti es, they could 
borro1·1 a gainst t hem. 

There are certP.in securities they could borrow 
aGainst . Th e Government can lend aGainst any 

• 0 •••• 0 0 • 

Ec:-nstein : !lot froo private persons. 

:-: . : . • J l" ! 

~ . !:. Jr : 

\Tell, that 1 s a question . iloll, anyuay ...... ..• 

~he suggestion has been mede with respect to this 
to set up a go\·err.ocnt organi zr.t1on 11!lose function 
shall be to extend loans . 

llell , wait a minute , they go on hero - excuse me. 
"··· ....• if the British Government as such could 
not legall y borrotr agl'.1nst such American securities , 
could a • straw man ' do so ? Acco1~ngly, the Bri tish 
Treasury asked me informally to ascertain l'rhether 
lie had in mind e.ny given procedure t o meet such 
a contingency, or Hhether we would or 110uld no t 
prefer theo to ra1·ae th1e question in their answer 
to the memoranduo.• 

llell , that ' s a very docent thing, very proper, and 
1 t 1 s right to the point. 
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A straw man might do it, but it seems t o me 
some egency such as the RFC could do it. 

! thoueht \te had a memorandum on that. 

'.le hr.d. 

I thought ~:e had a memorandum saying they could 
pool thos'P thlnge, there 1:ae e. way t'!\ej' could 
·~rrow against then. 

But Bernie has held tho.t theJ•e are ce::-ttdn 
def'1n1te objections to usin~ a straw nan. 

I thought tlu.t bridge hP.d been c roseed. llell, 
it 1 s a e;ood cable . Buttenrorth i o a good me.n. 

Fine, f i ne - entirely able. 

They ' ve got the comebecks ; I'S f,'O t Just the come­
back we uanted . And 1t 1a so much bett er- l'lhat 
11e snid ye sterday ltas th11t inntead of asking 
the~ - not the British, the other people - nod 
·oein.5 turned do\·m R.lld then threaten , ue shoul d 
tlu•oo.• out th1s little h1nt. They ;;ot 1t and now 
uc don ' t have to threnten. 

~~d ns far as the French nre concerned - uell , 
ue 1ve hr.ndJ.e:l. then before . There are oeny o;ays 
of handling theo • 

ilould there be any vo1uo ln possibly letting the 
other countries knou the British views? lloult'. 
it be possibl e? 

Harry, my braln right no11 ic played out . I don 't 
l·tant to make any C.eo1sions at this point. I 
kno11 ~;hen my brai n iB played out . I 1m through 

for today . 

I move uc adJourn. 

I ' m ~e.C. to oh1t-ohat, but ao to &ett1ng any 
decisions out of ce , my brain i s exhausted and 
I don ' t ~ant to make any more decisi ons. 
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TREA SURY DEPARTMENT 

INTEit OFF'ICE COMMUNICATlON 

OAU April 1), 19)9. 

TO 

, .o,. !. R. Polq, Jr . 

Por your intorution 

Congru~ Douchton baa acreecl to 1ntrodue. to4q tbe legUlat1on 

reaorlnc tbe 11a1tation of tll1rt7 b1ll1011 dollare on tbe eutbority to 

iaeue boocla. I UDderetaDd tl>at SenatCJl' RarriaoD prefer• to ait UDtil 

tile Rouse Bill COM8 OYer before Me eo.aitt.M t&De uq action on tbe 

President' a propol&l. 

I will ecotinue to keep you adrtaed. 
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FORTUNE 
TUU 6 Llf& BUILOI NO 

•ot• •••~l.•a c•• ••• 
N!.W YO II: 

April 7, 1939 

Tho Honorable Henry Uor~enthau, Jr . 
Secretary or the Treaeur y, 
waahinston , o. c. 

Dear Mr. Secretary, 

In view or tho dlacuoaion which 
has apparently taken place w1th1n the 
Administration with respect to tax revision, 
I thought you would be intoroated in receiving 
& preprint or the second F<JITUIIE Round Table 
- de•oted to tho question or tax revision end 
rooovery. Please reapeot t ho releaae dat·e of 
April 26. 

Sincorel)' youra, 

L\a...., ~-ol 1.. f3 ~ 
Raymond Loolio Buell 
Round Table Editor 

de. 

• 
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HOLD IN CONFIDENCE UNTIL 

The Second FOR TUNE Round 
APRIL 

Table 
26TH 

/fl iiS r~ewest application of group iounuJ/ism, FoaTUNI! again brings together a 

pat~el o~ act•_ve, we/l-mf01'med bw~ne~s and professional men to explore a topic 

of pussmg 1mp01'tance to the nations economy and synthesius their findings. 

W.-\LT£Jt T . FISHER. 
l.J'"lf'o Cllica~ lllii-

&.(AI.fOS' H . HEDCES 
lltotlwrhood of f.lircuklll Work-. 
W.•lll.fllllUI\, u. (' .. 

TR:& N IN&!J.S OF THIS J.OUNO T.ULI 

GEORGI! WATrS HILL 
Y- ..........._ o.tu. Dail'f hod--. 0..., N. C. 

HARRY W. LAIDLER 
bea~tl.,. Director, IMI'" kc tad!!MrC.I ~. 

New Yor" Otr 

GUNNAR MYRDAL 
,....... .. PGtidcaJ ~ ... hlblk n.-. . 

..,.,_..,. ot ............. ,.,.... 

JAMES M . NICELY 
Vlc:e Pr~ldcnc. Cuut!\1)' Tndt CO. oll'<l'tw YotL 

LOVELL H. PARKI!R 
,..,... ow ........ ~ c...at;t«­

httft'MJ ~ w ......... D. c. 

RAYMOND LESLIE BUELL 
a.ou:nd Tabloe " *· FC~Rn~n 

RU~ W. DAVENPORT 
loud ., u--. r..n-: 

T axation and 

AU:XANDI!R SACHS 
~Hf'WY-'CiiJ 

VICTOR H. ST£MPF 
CNI.r-1'1, C:.O..IUM 01'1 f ecltta) Tt.u doe, 

A-'r.n,__,.tiMC:of~• 

• 
~mmtnt officials. <tnd «''nnOlisu. \Ve be:lkve c:hat a .simib.r 

inquiry organized by the fnkra.l govemmmt coukt rt:COCD• 

mc:nd to Congress a comprthtmive tax ayutm that would 

provide the revenue n«tuary lor America's social and fiscal 

nffih. 
Meanwhile we reel able to advanc::r ceruin principtel and 

offer cmain suggatioru 1.hc KUpun« of which shoUld haw 

a beneficial dfea. 

t. T...._ t .. • .....,._ ., M a result of .pxation thti.f;mt· 
_ .......... _ . bl . --'-' 
.. ....., .,. , .,..... ....,. mcnt &Sa c to DM'ft eaen ~ 

"- • .._ .-. needs and help ctttte that eqwlity 
of opponunity for the moat humble 

which is the goal of eV<ry democncy. Even thou~ large tu· 

paycn may r«t'h~ Jess obvious benefit from then taUS than 

do the poor. they do gain KCUrity for lh<msetv .. and tbdr 

prop<ny. Busin ... could llOl opmo1< <Xttp< for the polio< 
protection. judicial system, highways, mail tervia. au.itatioft 

lac:ilhia. and national dde:nte provided by gonmment. The 

aaump<ioo by governtn<nt ol responsibility f« the un· 

e:mploycd assists private entnp«Urt in ca:nyin& a burdto that 

it probably could ncx CO"J alon<. lf propuly di.-.acd and 

conuolled, public upendllur< undoubtedly ;~.,.. th< 

capaciry o( buJin ... to make profiu. and buslnas should poy 

tua in fttu.ro..1 

~ n. ...... til ....... ,...... It is not our function here to ex· 
_. .._ .......,. praa an opinion u tO whcthd' the 

(eden! bud8<t should b< bo.laoocd immediately « - • 
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:.hhnu~h all of w btlic'\·e tlut JOO"t"r or ldJ~T 
~,. ,..-m-uw br brought into b:alanc~. \Vc wish to poinc 

lhll Ill the rlSC31 ycar '9'9 the frdcnl govern· 
"'~1'1",'1 ... wl n1orc than nine billion dollars. Even with 
t "'

1 (' ... • ' bl --·· h d' 

could bt bomt. On the ochtr hand, wca nuy be levied in 1uch 
a \\"lf. or tht burdtn m~y be so hca\'f• that buslnm is dit· 
coungcd from incrcuing production and the objtct of gov­
crnmc:mal policy i,; thereby ddcatcd.• 

,,'f~ f'MIIn tl it h'&ll_be ~· e to n:uuce sue ~xpcn •· 
tothr Jt>\d o£ SIX b1lhon ~\'COU-C reached In ,19~8. 

.lf(' brlllit .n;tdc OJimost daaly r~r nc~ cxpcndu~: 
~ ~=- ...., k ~ ln recent )'tan the employment o£ 

u.xatioo co effca JOCill rdonn hb 
been ad\'OC':attd in il numtJcT o( quancn. Tht US(' Of lhe IU 

pG\\'tr to punW. giant corpo-rations or dntroy hug-: fonuna­
ha.~ b«n proposed. t\hhough !Omt mcmben or the Round 
T :1ble arc of the opinion that the American economic :md 
social ~)'stem is in IH.'Cd of (:u-rc;~ching rcfornu. m05t nf u~ 
doubtlh:u regulatOr')' or puniti\'t taxation is Lhe proper mcans 
or bringing thetn about. 

, ••• u, .. ,, r.~ nJIK.O.ll defcn~ :arc IJ'KTC'<Uinl; lhc Pn:tl· 
pror)l"'td IU J&bcralizc the prm.•islons Of the Socia) 
\ f l bt>t'' public-heal1h progrnms are bt-ing contem~ 

•~•rC" l.(t'llli iiU\ j(f'Jnts to agricultt~re may be mudc. A 

1:, bdll·H' that che federal budget c:an be brought irno 
~ 1 4,che:.ll b.1l;t1Kc me!'t"ll' through the i.ncr~ t~x 
thJI "'ouLI bL ;autont.aua ly prod!Jttd Wllh a rut lD 

11.;~ • .-ul Ul(nn"K" While .some- inCf!UC in yidd 1\~uld ~ur 
t'\htlll~ r.lh"\ 111411!\t of us bc:hC\'C 1hat certaan tax m­

""'''"'·''"'mc,tccl tf we are to ha\c:.. sound fiM:;tl policy.2 

The c·ffttt of such taxation U unpredictable: it ii not .. 
Kltcti\'c agt:nc)'. for it punishes JOiinu :tnd sinncn i1Ktiscrimi· 

rliltdy. Oncr tax:uion 3j nn instrument or rcfonn ,, :ICCtpttd. 
bmiru.~s will suspec:t ~une coven purpo~e behind every rc:v· 
t' lltll' proposa.lancllac:k or confidence: will ptniit. I( il i~ clc!ir· 

ab1c 10 ma\r socia1 chan~;o. di.ru• methods should br found. • 

C.t'-'' :1 Ln)t-.r .I(U\'c:rnmcm tcvtnuc ha! become a ncccs· 
lh"'"JttttUt- m .l ) be unpopular. panicularl)' when appro· 
_..,...tNJI, .m· !Jt.un; tlcb3tffi.. but h l! Lime for the countr}' 

.r r~i1' 

...w k T1•tJI C'Xpen· 
~~~,. d i mu:.. br a 11 

...... l(fl\t' f lliUCUl 

""""' url &l \ toda y 
"'c-r !l 

1
.-r h'IH of lhe 

•• .-.. IN. mcnn~. ~nor 

k~ (0\l"ft'll b) tkficit 
:\11\ tJ.x:umn :.dt· 

thi\ \ olll !~ Uill 
w t'Xt•rd~c.· :1 pro­

upttn the.· rune· 
t'(Ht..,Jotn)' In 

,. tJ~ '-}~rm a.~ 

'"'" to pcnai­
\: X)l>tn~IOII , Upon 

\Uftll i011 nf C)Uf 

pw1Jicm clc­

J ux '''" m d~ur· 
u.km~ m the.• c-tt"iilion 

tncctpn'OC"\ the ))\tern 

...-•"c tnt•rc· h:mnful to 
1\url..t'r tha n to the 

In taxes 
~hould 

10 •he ~ize of 
hut IH lht" «4>-

fVJWtJ<m u 'hould JXf· 
\lthou~h th~rt ll dis­

:mnml( ll.\ as to 
~1\t'll I :IXC\ clo dis· 

1k-" 11\\f\I IHC.'IH, the 
T:.bk un.animowly 
th.Jt tht< ttalurt' o f a 

''"nn- h \<id) JS th~ 
~ .. t fof tll\~ m.l) haulptt 
'otfl•'-th •If rmcrpmc. J£ 

t·xpc.·nditure sue· 
m 1!11 rta,in)!t national 
fblu 'h:w t.ax in· 
Ltk-n 'uch incrtases 

1 ~ ' tof \fr Jli«A&n !";: .s/l·i~IIJ • 
, ..... !. ..,., ,, •• , "'' Jl•-"<~. 
'"''"' • II p~~r IJl 

THE AREA OF AGREEMENT 
Hcu: IUC' llfl<'tll rncn: a ''«~n1oC:IV• t ivc" mid.,.,•ou:rn tuMIU• 

hu turcr. a ''Jnogr~sl\'t" Ne""' EnKh&nd m:mu(acturff, :rn anti· 
R01~-ch w uthf'nt t.HI.wnes,man, a p·ro·M.uvK·\·eh labor lradtt, 
a couplt'" ol tnC'R ,...,., in.MntC'd "''f'ahh. • Sodali~. ~·ful tax 
f'~vnu: abo. OM of Swnkn's ~ di~insuislxd nonombu 
and (l'f'Utial Socbli!<b, Cunnar M)--r.bl. in,ia«< 10 thrt- 1abk 
(Qr h1s rommcnh nn nur AIDC'rian ••• i'))IC'm. 

011 the subj«t o( ftcltral taxacion thO<' men are l nown 10 
di'liiM•'tc; but afcr-r ' ' '' '""l ing with th~ CH!IIJ)IiCiu:d inut\ bcrnrt' 
thcm thcy wt'rt able to define an Attt.A Of AGJu:.o.I I'.Jol l aud 
t·\ ( ll to concur upon .tOUlC' immediate rcfonn~. With the C"ll.rcs,. 
'""" a nd qual i6c.at ion' ncK~ in dlt'" ltxt. ttut AaEA Of' AUU• 
.... ,,bufol~ 

1. Ta:~t;ulon tboukl be primuil) fot rt"\enut. 
II. II ~an obtis1..uon of ci th~dup 1ha1 should hll '"'"c 

ht:t.,·ily on tM Wt'ahhy d111n v n the poor. 

11 1. Tht' att1nunt or redtr-al r-e\·enue mu11 be incrcaw'd. 
1. While • J•l•tut'nt ly 1hr J>41(fgN cannot be babn«d 

imttl«liattly. a qdica.J l»lanc:c it im~th'C'. 
IV. If we 111e 10 main1ain the ca1Htali!<t ' ) ..C.nD. tu C'\ m"~ 

bt- impo.ed tO at 10 piau 1M kaJa hindnn« upon 
cronomic P'OCJDL , • 

V. The- pt"HtniiU -'Y"t:m Q •nadequact: 
1. B«aute It CIIIIW>t rai~ enO\JRh rt""C'nue; • 
t. lkau.e. l)(aring too heaYiry on the poor. 1t i\ In· 

equitable:; , • • 
Jo Be<:autc, bu.ri'!3IOO h«Hfy Oil the neb, II hollh bat lt. 

in,·OinWIII and tba'don: emplolmc'nt. 
VI. Tht R (M,Ind Table r«<OUne'ndt: 

1. R tform of cor~ion II AO tO dimitul.C' doubk 
tuation of dividencb. the apilal4tod. we. a nd 1ht: 
t:J:<nt>J)ror.u u.x: abo to ptnnh coruolidatC'd rcturnt, 
rnsotuble allowancn for dcprttblion, lind the 
carry~\'tr u( l oMe~: 

t . Abolilion of t.u<:-.t:mpt a«urhies; 
S· Rt:lkf of the' poor b)· r-tpc-•1 of all federal ~d\oC' •nd 

Wo ta_.o (nttpt ptoiiM. ~~and hqoot): 

4• An incrt»t ol S'i"'Oooo.ooo tn aht: 1II'ICOID(' lh tO bt 
raited h om the middk •ncomt br-atUu b) lowff•ns 
ucmpdoru and r-ailing prncm ntn; . • 

!I· Escabli,hrncnc of a Natior,1al Tu. ~:;t.m~m&M.on to for· 
mulate lo ng4t-rm tU. poltcy. cllnunatulg ))rt\C'nt un· 

certainty and romplexily. 

MAJOR QUESTIONS UNR ESOLVED 

1 0o wnu.n on ~ itiiCQIIIllf:l dllCOUf»Ct'" \'C'ft.tun capilill 
II b 1h1t prindplc ot 1he und.huibt.uC'd~u tax tOUndJ 

68 

l n our opinion thr purpoK- of 
taxation should be to raiJC thr 
la~nt :.mount of fC\'tnuc 
whtlc: doirlg the lt:ISt injulti(r 
to an)' d:a"-" of c:itizt:r\s arul en· 
cournging the fullest degree of 
pri\·ate cmploymcnt-. 
8do~ t:ndca,·oring 10 a~ 

pi) th..., principl<5, ..-. >ball 
briefly re\•acw the exiJting fed~ 
cr.d tax sy.su:m. 

I I. The system 

WH EN Congress tnxcN 
1hc Income Tax Act of 

•!P3 the normal r.ur w:u 1 

per ccm and the maxinnun 
sunax G per cent. Jn 1916 
only 17 pc:r ce-m or federal tax 
fC\'tnuc ~'as d~rh·M from 
income cax.o. mM o( 1hc rc· 
rnaindcr coming (rom C\I.S· 
ton'". and from liquor and 
wbacco cxci~. A• a rrsuh 
o! 1h< World War. C'.ongrm 
t.harply i·w:~ascd taxc:s and 
impo&rd IK " . Jc,·io . In 1918 
the nonn.al indi,·ichal rau· 
jumped to 1 t JXr cent on in· 
come abo,·c s,. .ooo. :21nd the 
maximum suna• rate: tn 65 
per ccm. Uy 19t 1 nearly thrtt• 
founh.s of the ftdcnl rc,·cnuc 
"--u dcrh·cd from income and 
atfttoprofiu uxa. 

With the end of the\Var,dl• 
traon1inary cx.txndicurn fell 
off. and CongrcM adop«cd a 
policy or radical tax redut • 
cion. Under the Rc,·enue Act 

(Co"trnued o" /Hf&~ 110) 

•. •f .. t., .. -""""',.....,#If M r .V,.,. 
.,~A~,.~_. II,,.,., u-t 
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....... 
lilt Ki.ll PfO' 

lU f('Vt':RUC, if 
from the total. 

:-:::;if::!~ p<mlono. Tocby -; mo-nn or wtf mwt pa) 
to tbt lt'dtnl p-cmmen1 on 

chr tat ic~U. j)>lll.._ and tires. Wh~n· 
"""'""'" bu}':. chtJirt Udct •bo,·c forty 
·-·-""''" tdq,lun ~ PlY' • tax lO the 

TlrJ n•/I'Mi'lf' At,Aty co•j«ru,.l, 
u4utn6 .. t.f4•pr~u tu f'/ 19)6 l1 "ot 

tu '1'''"' '' ,_.Juml o #JhiiWtt tllr ., lrJA ,., ..... NIU ... I~ ,. .,.. ... 

Fortune Round Table 

PriMi,_l .lowTco 01 FUnd R,_,.,, 
Fuu.l Yeor £'Wii•& Jur JO, 'tJI. 

MIIUON Of 44)/,.,., P~~~••v .... 
::1 ... 

lloJ .. , ,.. ,.. 
M 

•• 
Ba.cd on the P'"'""'"' prindpl<. <h< po<­tOUI i~ au now tarU .nth the aonDal 

n.1~ of ._ ptt cent on noatxOI'Ipt int~ADC. A 
iUnax ol 4 per ctm begiru whh net tax~ble incOO'H! ovn Sot.ooo and grad,•:.lly rites lo the 
max.imum IUtuX Of 7S pet' (t:nl, 

adore- •9S4 t.bt hi1hat ntc ol income- u.x on a:wpon1.H:1CU wat ,,.,)per ttnl. 'ubxq~l· ly sJvins way co a I[J't(iu:atcd taJII nnginglrom 
8 co ·~ f)t'f, cent. In •9$6 Cor~ a.OO In•· posed a Uut on undimibutnl fl«l'u. which \"2riC'd with the- pncau-. of unctiauibliltcd 
ino:JOK. U a ~'1tion dimitMnltd go pn­c:nu of iu nn income ic wu liable 10 a 7 ~r cent tu on the undinribuu:d amoufll. 11ll.t 
r;uc rOM: P''ogteteivrly to lhlit when all urn­
iop Wttc nWDtd tJM: corpondon _.. subjtn 
lO a total nonnalcu and wnu of s•-t ptt erne 

rtOGIESSION Of SUtTAlllATtS fO. Stl COUt<ntES 
..... Soc-.. ......... ._ • • 11110.100 ... dlnqol 
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on an an-... 
\lOu~ tha t makrs an a'f'er· 
Stoo.ooo 0\'~tr a fh·e-yc:.r 
tht pt.riod a.. • hok of 

~~··'~'~•dod u pa)' rtO dividmd. But a·~ 
m.~\a Stoo.ooo a.nnually dur­

two ) Un but lOla $ 100..000 

durn~ lhC' rt\t of the period ~)"'1 
.ahfl.ou~:h it.t 11C't lou for the five 

S10W100. ObntMuly, ' uch a tilt in• 
~"""!'"'' oo tht l)arl of qdia.l indu.Mrin 

an unf:a ir dJM:ributioft of dw­
thtu aw ou.r prCKnt t.ax 

.a),. foun uf etriodic caphal levy. 
lhultt.. Bmain allow. a c:a!!T· 

fc>r a ptriod of aile. )'<ln. Th11 
al.cl acCt(Mrd by tM Wbroruln 

lor .I ))tf'lod of IWO ynn.. 
Tllbk btlinu that d~ f«kn.l 
<~ to ~lit tht cany-

bon, tn<:lucUng caph.al Jo.a. 
't.al!o h btlieva alto that the P"»' 

, .. <~tl('l)ung the ,,rintiele of •YUaF 
•.atht-r than of annuaJ an«Hne in t.&t 

1hduMrin ~ . ..S brt MucU«L For 
lnd~ a.hat tnjor a 

ann~.QJ dturminadoa of 
u <'l:tuita blt: but capital~ 

Fortune Round Table 

indwtria wbott proli.u dqxnd upon a fi.~ 
« tm.ynr cycle should bt uud on the a~ 
IJC income (or tht prriocL It abo bdie"Yft that 
t.M caphai«<d. and cxcc.~6u tua are 
burdente>me to youns and de\·elopln& con­
«:nu and that buslntw e:wpa.m.ion would br 

encour~y?•l olthue two tAJI:C"Lf 
'"Jbt t ol new mtcrpi.ae i• abo 

lundkopp<d oloe proiUbitioa cl a>oooll· 
dutd returns. onnnly the 1ouet of a~· 

in& subtklia ry could be oftJn ~'"" W 
profiu of the older •nd more atable unlu. In 
an don to obtain more rt\'t.nue. and ptrhaps. 
penalirc intowrpente nladoru.bip. Con&reu 
1.n' t9S4 i~ t.M advk:r of the Treasury. 
and pt"Ohtblt«< c:on.tOI.KSatcd mu:rm. T oday. 
if fi~·t tut.idiario a.bow louts totali"l S a.· 
ooo,ooo the parmt cor~don nonechtlN is 
obliJCCI to plY a tax on IU own profiu of S.oo.· 
ooo, ahhous;b the unh as a whole lsln th e red. 
Some: corporationa 1\'0id web a t.itullion by 
mnci"l cnu:rpr_~ AI a ruk. howt"tt· wt' 

bdin-~ aM probibitioft oltht mmolid:lttd ft-. 
turm qain opcntes acahuc rm. ••kine. Coo­
ttquently we btlieve dtat for cloltly rclltfd 
ence..,..ba under a common parent the ~ 
hibiuon t.hould be repeal«!. and the objcction 
to complicaud corporate urudum met by 
biJ\.er rl'W::aft.l-1 

Wt bt:l~~ &.he Treuur:7 O)Uld tncOUnct 
buti nc. Kli vi lJ by aUowi ftS 1ltCift l'tftCTOUf 
deduction• fOf" cleprtdlltlon. IJ'ld by £ibtnlil· 
ing ~ of iu ucountln~ pncticet. Sweden 
recently i naugunttd a ' frfe de1•rul11ion" 
t)"'t.em under which the ta.IC authoncio accqx 
1M nt.e ol ck·P"d•lion piiCied upot~ ma· 
chinny, a.tocb of~ and Other in~o~toria 
by thot entc:rpritt •utlf. Tbt purpoet of MKh 
lqiibtion wu to ncabJhh a ~tional eot~n«· 
tion be;twccn untion and tound accounting 
PTinclplcallnd tO.itabilllt rorpondon earning~ 
a.nd. tax f'C\'enua.. 

In the opi_,ion ot the Round Table man­

btt1., ~· ahoukl DOt dlt.oou,..c 
ma.nactnwnt from acuknli.ftl Pf'O"bion for 
dq>«dation in order to tmNrl on M'W in­
Vfttmcnt. Many innanct:l ar-t cit((~, mOn:ovc:T, 

where the tu autho..-itia do not llcce1n com• 
mm:iaJ prii1Cipln ~f • ocounLing i? caHmat ing 
ntt incomr.. '1'1-ltH tRIUrantt prem1unu canle!d 
in a ctvcn yur eannot bt redu.oed by lk 
amount lha.a u~c would indicate m'cht 
have to bt «:funded bra we of carw::tlladon ol 
poHda. fecs and aubtcrif?t:ion paymenu col· 
l«ted In ad van« for 1 pcnod of yurs 0\\Ul bt 
reprckd as ii\CI()I'M for the )'eat actually coJ· 
leciecl. although \lnd<r' commttdaJ accounlins 
.... cl them <iluld II< ddcn<d.- ...... 
tmtaJKa ottur, bwinca cnt.crprUt wltn a 6e­
grec ot Injury and harbon • ~ o1 injt.Oti« . 
We believe that tud'l pnaiccs tbouLd ~ ~ 

fully reviewed and '"'' the TrtUury, wobile 

•ay Wr. Pu\..cr: J ~~~~,... .,_u ao t.M ,,.,._,., ak 
~,....,..,.,. ..J ~•u.u~ Wr .,.ttl w ~'' • 
Hla.v4 hqtt.II«HWt, ,.,..,_ ftlll'?,..,.,.. 
,..,.. ,...,.. ,_., ....,tti•l to lk ~~ Jor 
tlw tmMltp of IIM.,.1 h.n-.ur bt tM ~«P«-1~ ,..... . 
'By Nr. audlkt: 1 •• .nm"l to rl"l!Ui•'' .''" ,_. 
.UMIH fti111"' Jor • tiM# to obwrw 11J ~~~" 
•"""" #!"-"'•' ~~tfOIIU, ., ,u ,_..IItit*' fiM7 M · 
UT .... .._., fll «.-.,.,. ~ 1d l ,.._,.. .. ~ ._, 
~~ .. tltld ,, .-..u .., ,,.. ..... cu..t• u *4 ,_. 

Mil ......., .... -**'' ., ,..,, ... ( .. ,..an. 

u.p~,. - ........ nk opWI IU a..od­
· - · ohOuld" adopc oound ...a.-mat priod­
pla ol accouncinc in dw aJKaiDC'fu of too.• 

n. """' . ...., ., ..._ NOW a corpontion ....,.,. ......... *..,. income tb U a 

-- .. - · ,__ -.< ~­....... ...._ ......._ .... , on ,...._.u. uur 
cnlly ..... u... oil< 

more the- t.u i. iJKT't'Uofd c he- k:M i:t tlw mvm 
on capftal. POMibly Amnian bl.ull"'ottt may 
have to cuntenc hac-lr with a lower nt~t of 

r.roRt In d~e future than In th( patl, Ncw:rthc· 
01 whtn talt lqld11lon cnforcn a too dtaJ.Iic 

and ra.pkl rcduc:tiol'l i n ~u. tru«pritc il 
~ up. particularly IR pcrioda. ol l!ftl 
cmnomk' instability. What 6u.iMM l'lC'tCb b 
an lnctntiq: to clcYttop to as to pro"i<k new 
employment. We arc aln~<».t unanimout u cn 
the roUowolng: 

1. Adoption of the elfT)'~ of lo.t, and 
thc-lludy o( thoe prindpte of l\'enci"l i~. 

t . Adoption of the' mmolicb.ted rc-.um in 
~ far u cloJdy ~lattd C"ntc:rpritc- uftdn c:om­
mon pr~rtnt c:ompanicl U ('Oncnntd. 

S· bipnimcnt with more tciUOnable aHow· 
ancn for dcpr~dlllcm. 

4• £lhnlnation ot unblr or unbu•lnCMii~c 

mtthocb ol tu acmuncins. 
). R.cptal ol capital41od ud n~liu 

IUC'L• 
In addition JG1nC' of \II (aYOt a modc:ntc 

rt'duccion in the nte of the c:orpontkkl ta.x. 
tay from 19 to 16 JK'r um or cvell lowtr. (A 
redunlon that would bt brought about If th.t 
undl.M.rlbuttd.profita t.ax wcrc ft'pei.Led.) h b 
inttf'Ni"C to ooc.t that SW'Ckn m:mtly fixtd 
iu corpon.tiion. tax • • a flat race ol nomully 
10 peT" tent and that torporatiom In Swc«n 
provide only about tO pe:r cent of che II'M-al 
income tax of the ClO'mtry in corurut tO our 
own COfJlOI'I-tiom.. which pay ofle'>half, 

Other mem~ ot the Rou.nd 1"• blc be:l~...­
chat abtinc r21e~ would not be injurioul if 
tiw' dou bk tual ion of c:orporatr JXO'II WI'C 

retNWCd. lr tht uphaktod . and V~~profib 
taxa w~c repraltd, and i£ l.bc Clll''{"""" ol 
loucs wen allowed.•• The adopcion o a aln.gle 
c:x:wporation tax ol whatc\'e:r ntc would reduce 
the prttCtU adtninlwntlvt bur-ckn wc:ighin& 
on both indw;~.ry a.nd ~· and IUDO'~ 
a pt}choloKK:ai a. vtll as ro.ateriaJ dnm-mt to 
~ Although d:ikrinc on dttaal abc 
memben of tht Round Table art un:anunout 
in c:aprualna thf! view that the tytrcom of en ins 
corporal ioru ~uld bt cttan~.11 
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Fortune Round Table 
(Co•Ui•wdfrorn p.p ltJ) 

havins incumcs of St s,ooo a ynr or Ia.. It it 
eatrm.c:ly dUkuh . ~tr, to dnw the line­
bet wet~~ wh" corudtuto a larp and a ll1l&ll 
~orpond~ A nwnber of rorpondona ~viae 
·~ tn c:ut'a ol Jts,ooo a ytar find it im­
poMblc to floa.t ~«"Uri tits on tht m~rt.et. 

ftw ol U.S. mortOvu, rqard the theory of 
o'·rnavins ti ttavin& bttn csubll.tl(d. tvm if 
tht' t heory wert sound, ia would not follow 
that a tax ptnalbing corpor11tion inlleflm.tftl 
would be junifi.td. TM _JI'Ut.n the d.U1rer o1 
0\-uta vi nc. the f~.trthtor anvatllkftt lhould ~ 
mcut.rnp. h m~y lx: tOC:iaUy doinble to 
- tb< J"""h ol ..... 11 «~<ponti<>M: 
~u the- pmlonuna.nc view of the Round Tab&t 
is lha t any tu aynem that pcnaliro; lar3tr 
c:orpontioru cktinng tO «t.,nd and pro,•tdt 
new cmpJoymcm i ' lJ injunouJ .o the liot'Otl:tr 
Sl to capital. 

In thll conMaion it ii intC'ra&i"f to obKn~ 
t!at Swt'dtn abandoned in optruDonu wilh 
tbt- undi.Mnbutcd·proli.b ta_1t ta tgt6. lmc.nd 
h h.u ~ac1td the lkpraaion ln,atmcnt FWld 
law ol •9)8. Undtt lhh law corpOration' m~~y 
tteu~ exemption rrmn tau.tion on in~ 5tt 
atid~ h •P"lll "dtpteWon im'C'ltment f\mds.:· 
In Hdl yHr the amount toet hide ft)t build­
inp t<Onnot cxutd 10 per cmt ol net incomt 
and 2 per ttnl of Wre capiul: white lM 
amount tt1 uick tOt cquipmm1 •nd :Mod.t. 
nu.y I'IICit n:ued to ptt cctll Ol net i~ and 
f prr- cenl of \hue c::apit.al. Cot-pontion1 are 
cnooura.g«< l(t a«umul;u~ t uth lunch tO be 
cxr.tnd~:<l •• the downturn or l_he buJinew 
c;yde II) ;u to a.MiU in rcdU4::ing the fluttualic:mJ 
Of indw.cry t~~nd trad~. The JO''CtnGICIU, bow• 
e''ef"· dcddo whm ~pcnduurn from &hac 
lunch can be' Made. If the fundi are in\utcd 
within wx yon they are ddin.tdy ucmpt 
from tuauoo Othenrbc tht 1ncomc ' 'taxed 
at the end o4 the' .Jx-,ea.r per-lad. The adoption 
uf thi. type Of IU hd'~ Jlould be •ttwUM. 

V. "Soaking the rich" 

SOME faturo of our ~incomMU 
'fMCIII opcntt. in the Opinion of MOM ol 

ut.. to di.KOUr• ith~l at much u do 
our prom1 COf"pot~tion talLt'L Wtllte our in­
rom~ tax burden il ~lath•e ly ligt11 o n it1di· 
' •idual$ with lnrome bdow $5WJOO. the lues 
i mpc»td on lhe upptr brvktu are proba-bly 
chc highot o( any counuy in chc: workl (~ee 
chart on _pa&c t to). On an inromc ol $)0..000 
a married man with oo ~b paf' a tn. 
ol no~ quite •• ptt en&. bn a.nr CUrrM 0\'n 
$)0.000 be pa)'l SS ptt ttnt. Thit rat~ rites to 
6• })("( «nt on any c::x«::N ovC'r S 100.000. 74 
J)('T cent M t he cxcn5 over Ssoo..ooo. n po­
cC'nt on the t.llfftl 0\·er $1 .000,0001 and 79 pc:r 
cent on a ny tX«N 0\'tr $~000. Thb 
burden is inatuf'd tn t.l'.lc:»e ttatft hni~ their 
own inco~~W ta :X.O. In (Oftlrtit. tbe IIIU UIIWD 
8ri1hh nee b M.u per cent. W'luk t.bc Briilih 
n $C on ~;mall I~ is. many dmo the A.meri­
can race, 1he I&X patd by \'ttl t.rp i~ 
i n Britain i1 lttoa than i n lhC' U.S .. and Bntisb 
incomet ai'C' furihtf' fnOftd by lhe fact that 
&ben it no double ca.ucion of corporation 
proti-u.•• 

So w ti ~ut il eoottmed. tJw i•por· 
•To. dw .. ~ -t llr, .s.t"-1u A~• 1. 
,_, u l . 

Mul••• .. ,, .. u t u M OST of the 
~::, ~!;: , -.oaad Table' 
_.,. ....... - · belioC'w:stlu;t pcopkof .......,. ........,_, IJe&t wealth should be 

emounsect co in'Ut 
In venturnomc C'nlc:q;wiaet. and therefore that 
tu Bin upon incoeno above Stco.ooo Jhould 
be lowerfd. The muJmum nte thould be 
fix(d It 6o per Ct:nl intte~ of 79 ptt Cc:ftt. 
nt. would &i•t the Wdhhy inYQtor lcM 
than hall lhe flr'o'ton a rbt y ~w. whkh 
it not uni'CtiiDIIU-.if tMdWKaOI kllinc are 
ITe&l. M'01t ol us abo bcfkw: i.n maUft3 the 
ftduc:lion in mujmum aunu n depc:rldtnt 
upon d1e abolition of ux-e•('mpl ~uritin. Jn 
order co c.ennJnace the prtimt inc:tt~ch·e 10 
cautlou• in,-aunt1U. 

A number of IDC'ftlben ul the Round Tabk 
duc nt ,,_ t.be J'ft'dollliiUint new.•• ThcT 
do noc Lnow ol any a.ulbcntk nideac:C' ol bov 
mud! ri.Ly in\'01~1 In real opital Ot.l tlay 
in the put hu come from lhe:w hi_Jbn in• 
c:ornn. Today th4n may be a tarcity of vt.n­
hU'fl bu1 piC':nty ol"',·cnture" capital anllilbJC':: 
oo the other hand. la~e corporatioru may 
alrttt(iy be finandftl M'W "C':ntlilta Ot.IC ol ~f 
own fundi. Partitula.rly ht the at.nM:t ot 0')0< 
MliKI dtewld thtte DKaben doubc wbtthtr 
~ would ~bul upon rilky .i.a\Ul.mt. 
~ if wn:ucs wen rtduc:C"d.. Tbt: o&uncc 

(Colllifuud "" .Pqt 11') 
"M,-~1. /HIIJ~bOII, t.Hft~.•~~~lll fitllk1. 
lty Mr. Sp.tkflnr. I.J i l ~tot 1111 1111• total of•ll , .. ,., 
,,41,.1, Il•t~, .,.~ Wcw/, w/thll MIIISI lJ.t ,.u ., ._,i,.,_,., ,,.,,,w HI"' ~Jam. U _,tlt;"f ,. ._ 
,...,, ,. tl«i.lleWtn •1114 ,.,,~, cMI .. ""' .,~, ,. ._,.....,.., ., --tinT ,.,....,. ...tiwY ,,... dw ,., ,......_. ,.,,. • 1114 ...... ~~,-,. 
,...., fiN.....,'"--~ 
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ovn of lo.o by tht •tsl Kl handiapt an 
in"·estor wiJhlng to take Into account tM 
dunaion or •he buaint:M cyelt. 

We cannoc •ubtcribt to the vitw that caphal 
piru should not be: tu:ed a. all. If gai nt wtte 
unta.ud at in tr._bnd. individltl.k mi&tu bt 
dcvcr c:nouab co etapt f'lrmm• ol into~M 
.-x alt~nhc-r by co•wffun~c: rqub.r lncom.t 
into caJnllll {Cairu.. We: woUld not, howe,·c:r. 
go to the: oppothe extmne or wbjcctin111 c:~pi· 
tl.~ piru 10 the- bipr .unax rate.. lor thh 
mipt ditcouf1iCe tht 8ow of ri.tl capitaL Mo.c 
of the Round T able: wovkt complnc:ly ~ 
gaac- capital SJim and lot.ta from 1)1dinary 
rncome. c.u the gains at a modtnllt raac. 
dt'O"eating with the J c:n,~tth O( 1i~ the IUC1 

It held. and allow W ca.rry-o''el' of IOII:iet from 
the -.. 10 the ............ J><rlocl. Som< ol .. 
woukl abolit.h d~or c.fudnaion btt"'"'ttn the two 
pc"riods C"ntircly and u.x all pint at a modtntt 
flu rate. The lcs.1 complicated lhe tyttem or 
uucing wch ga.im., the more ritk taltink is 
Uk.ely to bt mcouragtd.•• 

Tu.....,.... ~....,.. W "_u.: larJt in-
" •. ,. ...... ~ • ._....,._..., .. COI'l\ft are C"nCOUr-

,.. " ' '"l: .:::; aged to take reJu.gc 
~"'"' ••' 

4 it. in tax~umpc li«Uri· 

t b anoc..h.tt blow to \'t:nl u re ea pi tal is given. 
Today it it me« profitable for- ill •-cahhy man 
liabk to hnvy tUJtUa 10 a.ccqx a small nte 
of intnat from a tax-exempc. JC'('I.Irity, in¥oh·· 
ing \'irtually no ritk. than 10 in\'at in tuable 
t:tllttprilfi holdln~ OUt the ho~ of a far 
grt:at~ m um , Thls advantagt. howewr, dot:J 
not extend to proplc of tnWI mcaru. For- a · 
ample. 1.0 a runlai man with a net incomt ol 
$>'000 a 3 per c:enc ta.x-ntmpt t«Urity will 
yu~ld the t'(!Uinlcnt of only a S·•• per ccn1 
taxed .ecurrty. Out to a mut with an income 
of .$500.000 a ~-car, a 3 ~ cent m!-'niclf.».l 
bond upon whtdl M pa)1 no I.I.Xts 11 tqual 

in 'i&lut to a taubtc tm.~rilr yiddin& t0.7 
pet ctnt.. Wby thouJd a wnhhy man tab a 
ri1k. on inv~tmcnu holdinf wt the dubiout 
hope of an 11 pc_r cent yitlc when he can lind 
•.n «juiwalmt net return in tu-c:xcmpt ltC'trf· 
1io tJut invoh-e no risk at all) 

At pratt~t thtft an ~ than nintt«n 
bi.llion dollan' worth of Milt and loa) IU· 

cxc.mpt K'CUthin. nuutandint. A l.a.rge part or 
these securities b a;till held by fnnitutiont that 
00 not profit from tax ncmptlon but that do 
imbt on taftty: but OC'&r-IT h&lf of IUCh tceu.ri• 
tio ~ abo he~ by i.ndivid~ FoUowint d~ 
~union d( MU1U.C$ in tgt.s,. t.bt: ndo of t.as· 
cxc:mpt im~rat to tht tocaJ of milllona.irc 
lncomcs dropJ)(d from s..._' per cent co • • ga 
per cc:nc, but followi~ the rdmposidon of 
hi!b turuxctln a gsa. lM pnantJi&C or, Income 
ltOm chit IOUfU r"'K t0 6.4 ptt cxnt I ft I t.Jj.. 
and t&.fJ per «n.c in t9)t· Tba.t thoe filum 
arc not ronc:hu.ivt: is ind.teatcd. by the face chat 
In t9SS abc pc.r«n ... o( inro~ from IU· 

cxcmpu fell co 6.5 per ct.na. Th•s may h ue 
b«n due to the (act that whh r«<'·c:ry, tncomc 
(rom titOCb inocreued whlk tax-c:umpt In· 
mmc remairwd CDCDUftl. S~hde. WC" an 
of the opin..,., thal whom the tUper IUrtull"l 
arc ntiscd. thm it an inevha ble t~ncy on 
the pan of thOle •ub~c co tuth su.nua , co 
I ncreuc the-ir holdiJ'CI of tax OC'XCmpt xc:urh ·~ 

"F• '""....,.,_,......of Mr. Ni"'fJ•'" A~···· II. ,_. ul.. 

We all bf:l~ that d~ c.ax a.maptionl 
thould bt di.sa>ntlnucd. Coupled with hich 
sunun the: prMnl poUcy o( auc oC'mpdon 
li a po.ith-e ditcou~mc:nc to rU\ u.kiJ."'I on 
lht part of thotC' matt able to alord it. Tht­
lt.lllo and mun.idpa.litia complain that tamt­

n1lion of ux rxcmpdon would iM~Utt lbrir 
('OI.t ol borrowi~. But in the' la.t analr.is the 
orne tu:paycr foou the bilb (or the c<Ltnl, 
IUitC', and munidpa.l go\'el'llmtnu, HC' should 
look with b\'Of" upon a lax q."Man t.b.u ~ 
moctt nu hcr dun hindcn the dnotlopmcnc ol 

new entn-prix and cmplortrlrnt. 
Ahhoux'h the Round 'table b unanimou' 

at 10 the Cletirabillty o[ endi"3 IU-t"ll:~rllpt iC• 

curit~ for the' future. dlfltffncn lrlle' a. to 
tM b6t. mum of bhJ'IIinc thi• about.. Wt" 
cannot enter upon a~ of whether C:.O.. 

1ru1 hu t- coruchudonal a ut.horitf to tu 
nate a.ccuritia Nevc:rthelaa, a majority of us 
~licvc that Congra~ ahouJd paw a law ending 
the txcn1pdon of all such s«Urhics lu:ued in 
the futurt:, lcavin« to tht Supumc Court dw­
task. ol detidinc whttbtt tuc:h a .,._.lutt would 
bt nlkl.•• We fuor this roune bra.\Hie it it 
doubtf~o~l whdhtr thrtt-founhl. of the t.t:att 
lcgitll tUrtt in any forctttable Jl!!riod wouklap­
pto\'11! an amendn1em authoru:ing Cottgrcsi to 
tax thdr a«uritiet unlm CongT't'l' P""t IOI'I'Ie< 
thin& to tbe st.aco in mu:rn.:ra 

Ctn.ain of our colkillpes Oo not ~ aJonc 
with u.t hen:." They nprnt the YK'W that 
should the Supreme Court d«:idc that Con· 
grru by Of'<linary nauue could tax future state 
~ric~a it "'<()Old folluw chat Coew-m had 
c.hc po--w to au ni.c.ins; K'c:Urilin. fn,-uton. 
whtthrr lndhidu.aJ or iMiitutional. ba'-c 
bouJht tb<C:~tm'lpt t«uritin to the amounc of 
more thar. nir~<:tetn btllion dollan, In relianc:r 
upon uuc lmmunily. It would ~ unwbc (or 
Cont;rt$• to gi'-c the Coun an opponunity tv 
l"tfti"'C a Jonc«ulcd doa:ri.nt:, alcains the' 
value of auch a ".._ qua.ntity of ouuu.ilditw: 
t«Urhia.. Tbey bcik-Ye thai a OM\Mhutional 
anwndment should limi1 the ccrmin.nion ~ 
tax ucm1••ion to 1«~1thies is,ucd In future. 

The m.ajority or us do not fea r ahat simply 
btau.tot eo..gra.. may hJi,-c the powtt to tax 
tax-n~tmpt t«Urida wbctbtr ouuund:in~ 01 

to bt i»UCd. it loUawt th.ac ~ would O · 
erdJe this pc>wtt ~troactlffiy. eon,r~ utd 
the Prtt.idcnt CQuld ma.le it dear thltthey have 
no .-uch incC'ntion: and c\·en t.houa.h :my rom· 
miunmc on thdr INirl would not ·bind rucurc 
admlni ... ratiom. h woukt ha\~ creat moral 
wcicbc.n 
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f()l 1be- bfne-ftt ~ «rtain P.r"'o 
r· .. ___ , ~~l!J tanll. JKOC::'f:UinS 

conunl 1nc:n·a'(' tht co;.~. ul 
._.,.._~n public b) about S3•7·· 
,. ,s.ct.•h '"" S•o a fa mtl). 

W'lt n11mbn of cnnwmption 

t ~ b) ,.,.riou' ~'rrnmtnt 
b:.n tn\putd lusely a (ltsirt 

lna.\lnuch 01!1 \Ui h e' in fall 
th4.'11 )U~ Id I• auablr, in 

' 'I•·"'!~ ~~ 1n~ un mromr. OhC'n these 
<1 tht purdraw l"i•e- or dif· 

.mo .... nb that 1M ta.-paytt 
thtnl 1han ol a dtrn:t tax. 

,., u~rtttC'\ fn• a dun~. 
ht j, ~unz: a ba•r.in. 

• ~-... --. ···--four ctlll\' worth o d~ 
' ge-ts aiJt ~cnb in tax. 

"''ln•h"""''""'"' /udtage of <'iiCllleHn 
t:a~ •• nttarly Str :11 )'tar­

the' liJI.,IIIl1 otf fC"dC'tlll illUmlt IU 

"'' ... .,1('(1 ··~·· "'ith. s,.t~t •• inn.ml(, 
~ ,,. ,~)d ) JurC'lnf'l, a cothumption 

..,.......,. 1n d.r ~ooto·a ... rwumr lnluJ• 
v.- tuetllbuttun 10 pt'rnmnu. 

ct.r, m•xh~ nc:apr. 
the rt:nom uf fi'll:ll t'"'pctli· 
•upyurt of \Hth taxation U t' 

''""'''~'I IJ\ daQ(h"2111a,i(C\. whirh a rc 
lu~• pl~te, lfi0'-1 Hlmurnption 

hu' •I} Ml che" 110u1' than 
It u I)CimJttd chat lnw imvrne 
\monK<l <lit' obfi&«l en C''!lpn'ld 

utu ul t'\n')' ftull l.t of in-
Admiumlt 1h~1 \UCh 

guo.~ an<f that .tOme' 

1n "' tlldnut be !ihihal, u wi ll re· 
ch.11 wi iC'tl 11 puur fa tnlty ,-y, suc;h 
1hll.tlh dtflrt \•('(1 n( what IUOSI o f 

"'~~"'' lh lk'tO.Sitih , In l);ll)ing the 
••~ ''""'t''"· thC' v.· talth) ramily merely 

"'IIJI(' )Ul(Uri~ Ul J,.)'l th<' tU 

"' " ..... w nthenolj(' hi\'C' been Ul\'-

c.-.,.,- 1;1x~ th«tfore are cnrt­

~ of totilll j\1\UCC'. 

~ unpotunc tht f.act 
llt""'h. pardcularly upon 

IC'""IA. a~~tb u nm chat other· 
be: t'\ f>tndtd upon lhC' producu of 
'""'' ' ., oday the redcra.l gon~m· 

at che · ~ue or about 
or fivC', and It m a y bt­

nw••rc in n"ll.lm 

·~::.~~~·:~i;'~ the-) I•'~· Nn·a· 
r1i •ol ntdt\lfflmiMIC'f)' IU tftl t!w 

'" ltkttOII'f' JKibiK bu.UI'Iot\l at lbc o:~ 
l"u"" C'tllt'1l.lli.wo. Etonomk policy 

.ltnt 11 I'IH\Idang purcha\lntc power 
Ilk 1undun-' of lndmtry, b lll 

hlh~o.aurd when 80\C't nmenc imposo 
'"'\'' ~·~~ ~\C!ncia l.t.. frutn the 
tht- MIM~e:.ch runnJonin& ol out· 

JoiMIIUSd bt tak.tn hnn1 MUib 
~.•-• ,.,..,,.,,. bt hoau~ .an'CI. « n:· 

'"' •~.ab..74 nthcor than from 
•WWh the- CUoliM humbk t'Mmben 
"''"' thtu dally tw(ad, We bel ieve 

~<~It lit> made- nu1 fm •he cobacc:u 

'·'''" ' ' "'.: chc) tt\t Uf:Mm non· 
.lt~l 1111l1kc utllt'l ~~~ tU~ do nUt 

"J""' duMhnt. lndted liquot tUft 
br '"''""w · -ult •tw- im).M-O\'C'mftlt nf 

.lflhbo.•~·~ machinny. ~ &lllClolin~~: 
~ .tho - JU~i5at on dw lf'O'Vnd 

u'P"'h rt\enn an cqun.-..knt btncftt 

•~I l,.,llfj" " Cir pf.ud HI M-lfi-IUf I IIWtl• 

In 1hc rorm of aood ro.&. but then is a qU&.. 
lion whnMr eM fccknl IOVffnrntf'lt .t.Oukl 
not w~~ lhU u.x to tht Matf'l.h 

Apan from tbelc c::tia. howner. we faY« 
tM ~pt'lll. l.l aoon » it it fi nancially ~bit'. 
of aU Ala and C".Uitt tuo impototd by 1M 
(~l SO''tmmeru;U and we- oppot.t the im­
pc•hi(tn by the f~ual govtmment of a gmnal 
salts or tra n,ncions tax. Ahhough it is noc 
our pmvin€:t to d i scu11 state a nd local taxation. 
wr are convii\Ccd thllt unln. a h aJc i-1 call~ 
on 1ht u.w: of consumption or of real-atat t 
tuft by lou l uniu oC p ·errune1u, bmil'lotU 
r«''\'n') Will bm:lme more dikuh than 
C''""·" U l C"Wiw we b.\'01'" the vacfual r~uc­
lion of duttn in a«onbnct with the H ull 
trade fl''Oinm. 

VIII . T axing the middle brackeLS 

H AVII'\C (Xpreutd 1hc vlt"W thllt «t11in 
tun un ~ rich ihould bt rcduc:cd •nd 

that uu11i n ~-ia oo the poor t.bould be ~ 
fC'a lotd. 11 i~ i ncumbm.1 on vt 10 $bow bow 
ru.aritnrth~..-e can be incn·a.t.cd. Su.ch inc:rt:a:Jft 
~nukl not only fi ll the- pp lclt by the P'~ 
1•~• tt.'duuiom. but should auually res:uh 
m a n htcrult in total rt'~·enue. 

In t h e U.S. there are about 10..000.000 J«U· 

1i1y hohlt:H .. UiOOO,OOO savingt-ban iL account~. 

and r·, .. oou,oou automobileownt'n. Yt't in •9.S6 
onl)' s.-41S..f99 JXQPk hied feckr'al ·i-'KtJfM<tU 
mum'- and leb thu r ,goo.,ooo paid any in· 
<Omt Ia~. $o (;n ll.) I.&~Q art (~ tht 
U.S. hou I Cll.t.IC S}'liltm, impoti01 ncnJi\"C' 
burd~~ on the wn.lth) at OM ixtt~tmt uad 
the poor at the other: but the &rf:ll middle 
chm il hlldly a wuc of the fedent tax collector. 

The U.S. enmpu a m•n itd coupte from 
all ta.catlon below an income of Sr.soo-wu· 
aJiy St.7.SO bcc:a \IJC ol thr cai'Md•lncomc t:~:· 
nnpuon- but in Briu.in tht tu cuomption 
appUtt only to couples h.J\i n& k» lh&n $goo. 
F'irUIIy. 1n Britain the ~~ wt is •7·$ pn 
cent, ahhou&h people' an the- minimum tax 

aucsofin pay about OOM.hird the- nOnnlll n tt­
ln contr:u l, the U.S. impOect a normal lax 
of only 4 per ctl'lt- In Sw«<cn cxem~oru are: 
lowtr even than in Britain, Atcord•ns to an 
im·at~satlon made in •954 people wltb in· 
comn undt:r S..soo (•o.ooO-kronor) paid DlOf'f' 

thllfl hll.lt th~ ttl lC' incomt" IU and mot\" Wn 

•By Wr N 7nb;l: 1 k-Crnot' ,.,.,,...,_c• U•~•-c-1~ 
k ,~,.,.,~ co-4-rNN) •I fl4n ,.,., .. P'IOfll 
tau l .,..,~ uciMC~IIII. /1 would IN • • ...., ,,. fit p lA• 
1111« Oj 1/4~ t-JoiUU Ca• 10 aJ 1"'1 10 COWr t~ <r COIU 

of tOIUhwmo" and uplt~•P ol 114~ ,.,,,._,,, 
Sifor rlt t o&Jttwtioru oJ M r. V•"c~. IU App.,du 
I , P'r U -4• 
"'fl·r Mr. Llkikr: l f'l w~- ot ,,., tl.tCHM'7 irtnHJ~ 

oJ ..,. .. , trn!H'u, .·r ....,_ N 4km•6ok to ,,.~~ 
rHkJt•u ,.,,wAn~ or"' Jww ... ~to,..... 
.. u, J .. ,., ., &a.uJ. 

............ ~ .. , ................ . ......... ..._..._ .. .... .. --~~ ...... .. _ I T lS t'ridrnt co u• 
<bat II .... l<tknl 

~ntmtnt is to m~le 
any ttrlow eflMt 10 
lnrrttie fu tax n:''e• 

nu~. tuth incrt'Ut" mu•t ~ly come ftmn 
the ktt-.-thiJ\•$ _sO,ooo clatt. This increue mu-'4 
~ dKtcd in pan by lowtrina the minimum 
nnnptkMB (aDd thut \'lil4ly br-cMdtrunc thr 
baw) of the' inco~W .. ,.. and in pan by in­
cr;::~ 1ht- rate or tht •unu. on chat- incoma. 
.\ "'I to the Trn,uty", 1936 '"Sc• tiuia of 
lnco~:· 8g.t pn ttnc ot the n« income tt"' 

ported ror lha l year ( amr from inromn bt­
tWl"tr• $ 1.000 a nd S,so.ooo; but 1'-e l.aJCpa)·tu 
whhln that nn~ paid on ly t ••7 pn cent uf 
t he 1ocal inwme ca 110 . On fht Other hand, in · 
coma bttwnon $~ and $100.000 reponed 
f ·)) pn ttnl ol t.ht cocal i nc:CJ~JX and pa.id 
17.Jo pn CIMt of the CU. \\"hilt WC' do noc 
bthe'c th~t lltQot- Ja.rpT incomo are 0\nuxC'd 
In compubon with 1hdr ability to pay. it 
\C'Cnu clu r 10 ut that chc lower incomeltod.ay 
are ondenalu!d. a nd ue bt-tt 11blc 10 uarM:l 
an inntalt'. Unlcu taxes on inromn lm chan 
s~.ooo are incrthed, t he demand for .a rrc~ . 

C'fll uln LlX or otbC'r new levi~ on ron. 
tUmfMion m ay ~ lnabdbk. 

F t.trthtnnor't.. W\" II\'Ot that- incruta for 
political I'UIOn'- h it only th.roup • wide 
dimibution ollbc ditta lax bu.rdtft that tM 
peopl~ can be: m.adr co COMP-rc aovtmmtnt 
eott whh &0'-'n-nmttlt t(nin r~nckred. No 
dcmoer.acy cam pc'rmit the burden of dirttt 
tax•lion co fall on a •m~ll mlnolity, while 
cht mlljority eteapn-or- thlnkt it esapn­
from (lAying for lhc c•pcndilura tha c it vota.. 

Vanow praaieal pbnl 10 t:lca wdJ I di• 
u1buuon Of c.he w.: burden 11.nd inaeatc' che 
ftcknl tn"C"ni.IIC' b.n'C' bun pu1 forwud. .sm. 
1or Lit Foll«1e b..al introductd a mc:uure thai 
W(IUJd rcdu.(t the penonal extmptiDn of a 
ma rried penon (rom $1.500 to St.ooo. and 
of a l l113lc person from $1,000 to $8oo-a pro­
potal thai should increa.te the numbtr of en· 

~
l'tn by '·4~· O ne or our mtmbcn 

Mr. Slicht~) hh ... "01'~«1 out a plan that the 
ound Table ttnt•d,·d y .c:ttpu. pendlnc 

funhtt in,~tion. l y towtti,.: nanptiocu. 
and nUN._ turUX~ 10 what ttftDf to ut a 
(llir ~don. Mr. Shdltrt't plu conttn~­
plata an inc~ of about fjoo.ooo..ooo from 
~~ mlddk br-ac.hca, based on •gs6 i ncomn 
(~ bo• on thh page). 

11 b ,per ha ps worth •w>•lns In ~in& chll 
problbly all of tbc •ncrnbci'l of chb Yablt 
would be a lf'Cttd bt the propo.ab. and 1h.at 

cht RoundTable it. ,·anu.alfy rc'commc"ndinc a n 
(Cc»itUUltd Ooll pqr 111) 

ROUND T ABLE PLAN FOR INCOME·TAX I NCREASE 

hu:ome '"~'~ Aw.u-1 in«<ml'· t:ll rC'Ih'C' = p..._. 
ll.ro-Mt ror '"' ••• <OIIC'ction .. r•tr In ... 
'"" (millioft•) otsf .,. nt<r <olkcuon• 

· · - 1.000 

$)PII 1 •4.010.000 ""' • ·)~ so.' 1 •.000 ,_,.... 
;:~·· 

.......... :a: t: ., .... OPOIJ 

·;:::;-........ .. 
~= •• . ,,_ .......... :r.: '1 , ,._ ::l ... Jls.+t,.OOO 

•••s-ooo . , ... ••• ,,._.... 
15""}0•000 ·- ., •• ,.ooo 

·rot.J •• , .•• s t)OI.,.~·.ouo 
..... ,...,~ 
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lib OW1l cun. N~lnt.. tht 
: p-nnrMftt art to acutt. and ~ 

blnior'i' hom • o y Other form of 
a~t liO u-al. that we nrun(IY, ur~ 
pllll bt' 11n·n favMJblt ron~tdtra~ 

.. "' - .~ 0~ If •«<< bo 11 • ('(IUW bt modJ&cd bJ _lppl)'i!'l 
' .,--.; .• ___ , r-ate co tbt mJnamum tr.-

JI,auld like co nnph&JIK 
un:ammfl4n in thi$ r«amtnr'n­

onl) ""~ qualifiation. Sc\·eral 
tbt T;tWC'."• while tu~iblng 
,..,nc:apk'tr. WfM.Ild .mkt the low· 
~puan• dq.lmdtnc upon tM­
rGftWMptiOtl ~io. C>thtrwuot 
dw u' bunlfft on pcc>plt whh 

~~~:~"~-::·~:;·~,,~~~;1;:would MC'ttly be 
:;:; l~ut ol the R,()und 

Mt bi\Or <hiiiRI(C' tl~ 

tbt otbtr. lhink. that H 
.lit 1ac,rbt'd ~~ yopular dntll.nd 

• m nwmpciop \c-v'ln w1ll 
'" cuntrata. i£ WC' do l"kX 

u.,n 111 tintC'. thtrt It ~ravt 
1\lt'lto' ((lthUIRfHilln (e\•ie. Wl11 ~ 

that t\~mptium bt loweet"d 
thr dJifll.a- that eM c:wc, or 

'-•• •*'• ~ cnn M.J) JKO'"'t' tl!lctt•h·t 
thn mipt be nadcd. N~nhtku 
ul \\'bcon-..m 'ut:ctt'W in coll«tin1 

lwm thmnand-dollar irn:omn 
that tht federal grwe.-nmtnt ...... 

'""' bti~Y thlt tnort rC'\-~nut" could 
k *"uwd fu. tfw lowtr bradc·u of 
"'• w .ar AhhouJh the U.S. impo.o 
mn un r:sta.tC$ btlow S..o.ooo. BThl in 

1hrm bt'ginnin.g :u $)00. Our rath on 
tw-·e,er, liM' tu a maximum ol 

whiSt '""'"'' elt.at~ bc!u IO'Wtt' 
.. Btitu \ Tht lollowins table 
Jbnlpt tncfU.W - ·hen CSUIIb of 

"'mdwd 

••.eoo 
~-.. 00 •n.loo ....... 

;)4.100 

' ·~">·""' i.llllg.ooo 
•• :1:1::: 

._ 001 btor nttl"' R to on c:Matet 

illldlirr II ''' 1~"4nwl t•tiH• .,, ... ,.. 
•vt l.owtr IIIII p.tttONI.f~o'"'''•• t•· 

t1> ""' ' ' fi/1 lwt rt'WIItil f "d 
h""u4 hdJ' ' · u .. ~, """ 
~~~ ttt•pl~o" fot • ""II' 

1100 •N /M • ... nw4 '• ., .,. ...... .,.,. .... 
·~ __, ,.,, ..... u 

tl'fti,IM ftl, •• ,, .,. 

eq 

Fortune Round T able 

a bot'f' • million dollan,.at btu bcliocw thu tlw 
timall C1Uto t.bouJd br trutcd in tlw NniC' 

Odnnn- b dw tniclcUof.bnd.tt: iftC:OftMto-i~ 

tha t nc-mpdonJ should br lowc:rcd 1nd tM 
nto inntt ted. We abo bdie,·e that the quo­
lion of hnproving t~ admlnittradon of o cate 
u.xn 'houtd be Mud~. At proc:nt thcrt j, 

thl: cbnp- that in OI"Ckr to mrn l.betc' 1axo 
upon thi- ckath of tlw owntt-, a Pill ~ 
may~ liqukllud. throwi"' men out ol WOrl. 

IX. And we conclude 

I N PROPOSING to lichcen tht butdm ol 
corporadon tun. to ridutt r.DOdcnte:ly thc­

hia:hn.t tunu a. and co chanci' lhc tne'thod of 
1a.xing caphlll gains, th~ prfllominant opiMion 
(I( the Round T able may bt a<eus«l of txi ng 
unduly .ollchous of Jl't"l.t wnlth. We hopt 
that thi~ impreu;on " obet ~ our rt'COm­

mmcbtionl f-avorina tlw: abohtion ol lU· 
~C"mpt wcvrhits and conwmption lnoiet u> 
scthn' whh an incrcatt of income-tax and 
ntatt-tu n •et applyins to the middle du.n. 
We find ' uppon ror the rc;uoning undC'rlylns 
our conchdioru in a report 01' ''Taxation un• 
d(t' CapitaJit.m .. i.wtd by t.M New fabian 
Rnc:ardr Bw-eau, whkh ~u tlw best 
Sodali-'4 chouchc in !lwl:and Alcn lntminc 
upon the imporunu of' aavirc in ~lation to 
cmploytmnt. it pOinttcUy nato tM.t funher 
incru~ In the British lnco,me tax might de­
prhe the CO\Intry or a considerable amount 
ol c-ntupri.tt and abilhy u wdl u valuable 
~vine"· .. NOt b 'Good llkld.anocr• tbt a~ 
priatc- comment in lphC' of tbc cxbclr:-1 un· 
employment at home-. for if we- rn lly dO IOK" 
c'nterprbillg and able men. unemployl'ntnt 
mun inc:rtajt: still runhtr.'' A furthe-r' ttudy 
publbhed ul'ldff W tanlt auspim propor.n 
ttnain iMrcun in lhC' W.tU,ItCI o{ tbt middle 
d.u6,. bu1 knn Yin:ually vntouched the Wf'o 

taxes Oft .. err b.r1f incomct C<U'CpC to 'owa 
. by 3·• ptT can the income tu betwun f7&-000 
ancf$aoo.ooo. SodaH~Ithou.rht in both Swtden 
and Britain m pccu t.ht principles of capl· 
u.lbm to 1 far greater t wu nc than don nlMins 
tu lqbluion in the U.S. 

n i:i. pow.ibk lhlt if thr fcatura in. our we. 
S}MC"m pc-nalirif'll annprisc' mwWn un­
tharllfd. futu~ invetuncn• will be mack rDOf'C' 

and more by govern mcnt and by prople of 
mtdiunHiud incomti who invot money 
J~ly In aovemmtnt bondt or in .. vh"' 
banU and IH~in:Minn« companies that can· 
aoc invC"M in common .coc:b. 'T"be:rC' it cbJictt 
t6trriott tbac unleil ~ fruU y en· 
cen the Mtd of prod...ctivc invaaDmt and 
sociali1tt the eronomy, venture capital nccckd 
to nlmulatc ~w entufrbc wUI diu.ppc:ar. and 
lhat our t<Onomy wU rttnain in., ~hion 

ol ttap~tkwl u~. whiCh ."!M'mploymcnt 
will UIOtiAUC' co atM. We wislrlto rtltcftU' 

tUt """"*'~ tuat:ion upon the-ridt k¥icd in 
lhc name of toeia.l jwtkt m& 1 bave thr: tiro 
of ronlinuirc unnaploymcnc.. 

While we Delleve !.hat 1M ch.anf;u . rc<Om· 
mended In chc {edttal tu slr\lccun wUl haw: 

• By W r, W yrclal: I J.Otil4 •« Ani .. k le '*"""" 
1M ,.,,. """ ... ,.,. l~tJ ~ 11/IIH...., .. 
"'.,.. .. ..,, M..uJ .... . .,.. ~ ., ...... tvrTU,._.., IIJUj - (w ..... 

Appendix I : Individual Views 

Taxation and Capital Formation 

By Alexander Sodu • 

Aftc:r a half-dozen ytlrt of f11.11t r11ed r«ov· 
ery and oburucted rtf1aployment Amcrlc:a is 
compc:Jied to reb.amJn.r the premitn undtr· 
1y;111lu tu MnKturc. his important to c•-alu-­
ate the h:a~ of our lh ttrunurc upon tft· 

trc-prtnc-unal capital. ThH can bN be doQIIlt 
by tht followins auciui(• J analytn. To ~« 
how pynmickd taxat ion .queflo OUI 1bC' 
profit in cc-nti~. we t.irnply ~ ((jmpare the 
ntt: retU.M'I recciwd today by a pm.on in a 
potidon to uodenaU .bu.tinct:t riiU whh tlw: 
<WTOpond.iftl &cure ctn Jntt aco- f'or con­
venience we have cbow:n the QJC' of an •nodi­
vidual with • prnmt in<ome of S HIO.OOO (rom 
but.lnn.. or invettmenu who <ontemJ)Ia ln the 
invnunc.nt or S IC)O,OOO out of an aaun~ n­
Lalt ol St.ooo.ooo. On tlw: accompa.nyjnacablt' 
k thown what hap~u to &hit incmntntal in· 
c:ome In conuasc: with tg:tl. aft(f dt~hKt•f'll 
state and fcdtnl intOr:W and nute taJlft. ti at 
prewnc and in t g.tS. Thb an.alytia ll'low. thai 
a1thou1.. in agtS the Urine t m reprtneur 
would have realitcd about 7J prr <tnl and 
hit htin 6.7 pet cmt on the •n V&trd capitaJ. 
ia •Sisl hC' Would rffth~ only s-s pn omc 
and hi• bdn only • • , pn "tent. nu~ tbt 
pynmidoed Wtation ha.t mluced the return on 
capital to tM lhiP& rntrepren~r by onc-~•U 
and to hi• heln by lWOothlrdt.. an COffiP-nJOn 
with 1918. (See Table I. A.) 
Atcnnati~ly. ~ h•~ ldopttd a ror~att 

dniu' fot eM additioMI invut~Unl. with a 
ricv eo ~uina hi• lO m ala • rl'tiOII" 
abk propon:ioa. o( hb ea~ iMUtuKC' 

apinw (ycHc:al luauationt-ind iru«ad ol 
payinc surtaus on the whole of the addhional 
eaminp. have pt:rmi tced h im, after Uqulda1ion 
and rcatiu tion. 10 avail hinu df ol the nN 

•t>l kM1c-tctn'l capit.al..-lm we on cht rc­
wnod panioa- TIW ....,.pk (T1bk I. &.) 

..,_, WI b)' ......... <"'1"""" .......... 
ta.kint ad·n.n~ Of dw re:rorm. in llw: _... 
lonc·cerm t~pltaJ-«&..nt tu.. lhe invet<~Of c:a.n 
improve the- yield' by a bout •5 pe-r «nc f(lt' 
hiauclf and a little over ·SS per <Cf'll for his 
hdtt. Evtr~ in the b von.bly (.'OIUUU(ltd <~) 

(C..lutlllt'4C"t ,.,., 110 
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m tb~ fOptUI\~ in· 
c;~n huJIC to g<~in only 

, Jllt:r nm raduntiiKC: t.n'CT tl\c< 
lltft .u, u .ubh: 1ong·tC'rm U.S. 

Fortune Round Table 

t;.li"u thould play lhC' role of rbk buren. In· 
~ud ol an alltJ«< "terile'" or nph1t mt.. 
.-oncd'~ and t,mproduah'C' uxatiM has crc­
••cd and row~ • pr-mUum non J~lath·~h· 
~nil~ in,""Ot.mtnL 

AlthtMCh the numbn' of cupayna in ~~ fil"' 
t itula.r income (l~.tt dtftl is hmutd. thC'y play 
a "rllt~c role In emrepren~urlal acllvlties 
.mel capital fm mati(m, In a 14"K1Ued normal 
)Ur Ilk~ tgt6 thco fncom~ groupt of l toopoo 
and atKwe n:poned a tota.l ta.x.aMc income of 
lt.;sf!t milli-on. Aher pa)ing c:n-er haU lbc total 
fetln-al i t~ot.•llmC" tn tha t , .. ar and •~ins A )' 
11 the. rate of S;su..ooo a family on l•rin&- 1hr 

b;alance ldt ror in\C"~-tment and rl''- tailing 
m:&y be atint:ued 11.1 aboot •·7 bil lion dollars. 
Thh ~uab 1hno.t half the Ntt tiul iness 
O.phal Forma~lnn rot that year at computed 
IJ)' Dr. Ku.trtt-n (1fu·r d~unin& the Cllangt" 
irt hn'C't'IHWia and thC' Coruumpdon of Capi· 
tal in k~ne- Uw:). A d«ade latCT, or tn ·~· 
the bo• )"CSr In our thwarted J«<\'try, the '"" 
1 ftnM: d usn of S t 00.000 ~nd • bovc h.ad an 
•1u~:rcgttc taxable income or 197'4 million and 
1hCr contrlb\ltinR 3 ' ·5 per c:em m(lrc in led· 
'"'~ I income taxb th1n m 1916 thty h1d S483 
mllhon ldt. Afte1' deducting the ~o~mc unount 
ptr t.ax~)'t'f ti •bent for li"'inJ o:~n.a. only 
S)4o mtlhM .n• ldt for in,·aunc:nL without 

lWUt"TION or PROFIT INllUCED BY TAXATION, ogs8 IN CONTRAST 
TO 19118 

flll '.NW Net £M.ur Ah:u Eu•poont 
{ 

N1·1 tnm"w Aftu l>tdMlkMo· 

· C....tn.pbwd Adrbuon~l In~ 
b.P«wd G rOM IUnam 

TABU I A. 

A • /lldl t~lflltlll ErtlrrpriJr 

1 .. 

IMrul 1-.-*t T,, 

\If I~(;IJ\Il IU I"AXPAVtk 
~ ~If I.J\ ll"fw York • •HI J't<kn.l) 

\1 r ll\W Mf TO 1-IEIRS 

TA8L£ I ll 
AI c.,.,,, __ o,.rnhlurt IJ/100 

19JI ....... 
JOO . .. ,.. ..... .) 

' 7·'7~ 
~h 

i""i:i9. 

'-•""' "' r.ut pttnunn 

IOrtl) l~tt_,. uti f..;Hir T u f'll C__...,rtl) ,.,., 
'"' '"'' s,,,, Fnrtdl!\t Till 

~b'"' til Ftdt-nJ Corpuu1lon Jnwmr T u 
..... C..ponoon r.u 

....... _~ 
llllll ..... l fn<omr Ta, on J $-000! 

)\"' \ur\ Sbt(' 
Ft*ul 
l~ lmrn Clpu11 Galnt T.., on Undiurib~o~led Portion. 

1"'1t l 1pc!o RrJth.u11oo 

\ll ''COME TO TAXPAVU. 

..._ r"-~·,... or., ~.-. r«''kraa 
\[1 "CO.t-1[ TO Hllll5 

$ 10,000 ., .. 
i"i:w. 

'·'t' ...... 

.. , 
fi,i;, 

~ s .. , •• 

s 100.000 ·­·­,.,. 
,,, ....... ... ...... ....... 

'i"';:4ji 
' ·'7$ 

s •. , .. 

11)1 ....... 
6oo ....... ..... 

I 7•7Jf . . ... 
•.Is• ... 

'i4:;;i 
•.s·re 

;-;:;;i 

' 

ma• ina any allowanc:~ fut thor monDOUtly i,.. 
OftWd N..ate t.aJC:.el. Tht. dooubtlea contributed 
t0 tlw tnluction o( Nn lkbinca Capit.al r-or. 
m11ion to S , ,~ooo.ooo.. nr undtt bU •9*'· 

WE PROCE.ED now (in T1bl.: II) tu 1n 
tleme:nll.ry C6nlJ)IriJOn or the laiC lltn 

lo.- tht U.S. 1nd Crt ll Britain from ' 9'1 to 
dltt, lpplica.bk tn the ifK'Otnt brxl ei j~D~ 

abo\·c Stoo.ooo and ~HM:JIOO. ~h"'C'II h 
it ll(MCWQf1b)' 1~1 wfu~ tht IJritish ICMI tno 
tome' ta.x rate, owi111 10 ad,-a.nu in tht- normal 
tu more' 1.h.an in the •ur~n. b now one third 
abo~c that of tgt6, thC' Amaican com t:Mntd 
rate for this bn.dc.rt i• two and one-half tl rtto 
tht' ltvtl or tg.t6. 

Whe-n h' come. 10 era.• romparitom rrom 
flftt «<nnmy to tbt 4Mhet, wr mutt btar in 
mind tbt ~c diltnnto bctwcm 1k two 
••• "lttcmt. The Brititb tu i:ncomr in the 
economic JaUC" and tu it only Of:l(:t, and 
pa'mlt liberal allowance. for tosses. Tbt U.S. 
taxtt income more th1n once and 1bo nphal 
incrcmcntt. and rt~Hi«• cred.it• .tor lm.~ 

funhn, we ba'~ PfOKfn.h"'t'ly diminatf'd oft· 
wu for loHes o( coi-pondom tluou&h t~ 
abol•l.ott of c:omolidatcd rctuma.. 'T'ht cat< of 
the- U.S. Steel Corp. it llh.uainatinc;, lu •tsl 
report .t.ows a con.tOikla trd lou bt:fore fecktal 
income taxes of 1.1.787-4&3: ytt it bad to PI'Y 
reder~l ·lncomt and excn.prOOu talCa of St .· 
~3o.uoo. This was due 10 the •ubstitulion or 
ti.Mlal ftctioM for functional «<OOmic endtie.. 
h abo cie:niea tN principle of c:ydical cquh)' 
tO Lbt' hiJ.hlr luawti"l cltua~ iftch•• 
1rio compand with 1M rduivdy ~t~ble non· 
dunblt rocuumen':soocb indwuia 

Now it happmstbatth underlyins tilt bur­
dct,. upon the cotponte invettor's in«~~M 
are about lhe same In the Briti•h and the 
Amc:tiun . «<nomin. Thw a Ia~ inCOfnC' 
in,ntor in a rorponulon In N~ Vorl Mite 
t.Otft on !"• retum (a~ bft~ 16.5 1ncl tf 
pn cmt an corporate ancomc eu; to abc kdo 
ft111 IO"ft"IUDIC'Ot .. without wunUnc tuett­
profiu and capi~.al-pinJ taus. (b) the mini· 
mum ol G per «nt frai\Chisc talC on corpora· 
lions In New York, and (c) the New York 1t1tc 

ill(Onlt lilt. on individu1f1 of 8 pC'1' «nt, tub­
ject to adjwt.mt:nu for mut\&11 aCditt bC'twun 
the Mate .and f.edU"al &Onrnmmt. 

T1k inaJ tolumn Ol 01o1r uble lhowt tbr 
nri1bk paucm of the rclatiomhipt t.t.wun 
Lh~t two •uru.x sya.ttml from 191~ to tJx pra­
etH. n,,, in 1M earty yean of the c~·· War, 
Bri thh •unax.es wtrt" • multiple or the Anwri• 
can t.Uet, but t.he relatiOf\Jtlp wu reverted 
whtn we ente'ffd lhe War. Suond, in W poM• 

War ~od. BriLit.h I'~Jrtha WC'R" ovn OM­

th.irct to two-thirds tuchn than the Americ:a.n. 
owinc lO w British war CCJt~U IJ'Id MJdaJ. 
iruunnct cha.rp. and our owo draalk r«<t.IC'> 
don of IWl.aus in '9''· ,,, .. uci•!P.S. Tllir4. 
ahef the ~~ dcpru.Jon and •ubtcqucnt re­
covery, the Brit..iah tll&htly ·~entM lhcfr 
•urtn rata. while affoidln, ttrl&ln rcducdoru 
ln the normal tu.. Ia contruc., the U.S. only 
~vdJ' dn-aud the aun.ua. N • re­
wh. prC*C'ftl Brititb Wl1;.ba an oa.ty 6o pet 
cftu o1 oun. or. put dilkranty. our .u.l\UC'I 

Iff 1 ,6 Limo thein. 

WE. NOW tum 10 I more (t\fta'tl~ and 
comprehcntive cvlluation ol the diltr· 

~ndaJ ux. bu.rdm.l in Crtlt Britain and W 
Un.ited Saa.ta . 

T'hU in¥01"\'CSo oa. the "-rric::atatidc. 1 

adj.......,t lor (a) th< 1od. cl ...,c~;, .,.,,..,. 
10 t.ht Bridth tupa)'C1'. lor llw w. 

(COI'llil'lw.t 
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or OOMPARABL.E Errt:C 
R.\0£5 0:< E9,UATtD AMERJ. 

\\0 BRITISH INCOME CLA.SS£5 
A80Vt Sto.ooo 

\
1
' ' " -" Slo\IU 

t r"'\C MtJtlpl•" 
of ••J To'"'"' tit,. 
C•rr • r•lt T•r 
lt'•W,. .ifiJfUIIM 
......... ef .... ,.. 

( I• u.~., 
, _.._..,., .,., lbthoA s.w .. 

u % 

" . , 
7! 

" .. .. 

Oaru llarut.W 
u.t.1 c.,r •• t 
C.fiW ... ,,,11 
... N f• U.S. 141 
A4twt ,_ A .._ 
~, .,. ... ~ 
"'"· 41f c.,.. re f· C•• • • T•' 

··~ , 
" •• •• .. .. 

lhat in the upper bnc:kns 
tax ratt u double chc 

r..te, MMI that in dw cumU~· 
~00\e Stoo,ooo the ratio it 1.8 

,,.,,,,,.,,~., , f)( lht magnifltd tax burdens 
un tht supply or capital for 
rttmplu)mtnt is M!'C:n from a 
thor higb6 I"'C1 indhi du.al in· 
th.a ) ti rtpotttd in •t.S' and 

thoro C'Cn-opondtnu in tpG.• 
,,~, all incomo abo\.·e 1-};000 

_.ftn t n a., to 6t pn- cent ol tht 
but tint a*e S•oo.ooo rncMd 
"P,,...,.,, ... ,,,., .,., "' ..... a •• , 

Fortune Round Table 

only 14 ~ unc in •9s' and 11 ptt cmt in 
ag.sr: wtulc c.t.o.c a~ 1500.000 'ftl't" ao pet 
am and lowtf>. In cocnrau,,tht Brh .. bb income 
red(Jitnh above £ t o,ooo aualned even in •9S~· 
the la a~ )<tar availab~. 45 ptr a:nc of t.Mu 
corree.pondin.a co:xctllmt prtdcprftliod yur, 

' 9'!-
Al choe tu ckduc:Uont (rom incomt I'DO\'e 

~ nYmbcn of U.XJM-fft' clown co lower in-­
cornt" ~b. uc.i11 funhc:r rt6nt:mt'nt bu btm 
dc-rittd by u.. on tM bub of the Ptnt.O Law. 
By chat method we found &hat aU American 
income d~»e~ above Saoo,ooo had in •9)6 n-tt 
incomn. Ins capiUII r.'"' and lae taxes. of 
ln. chan 10 per «nt o their aa-rqatc in tgt6 
whereat all Brililh income da .. MC'l a~ lto.• 
000 tO trc11ed had in 1955 41 per ttnt ollheir 
•9•.) Income. 

Sinct th<e na &cnuir!lf incomes ol ~ 
hiP«·I - daoio pori<k o 1>'1< pen ol 
t.M mcn-priw capital of our tcOOODlf, thb 
conuilutn a tax·•nduc:ed '-'t ahh ditlipation 
ro~thcr than distribution that htJ prevented the 
(ull rteuvery and r«"mploymcnc of our na· 
tioiUI human a.nd material re.ourctt. h 1\dps 
10 uplain lhc ch.ronica.Jiy dtJWCUotd chuacter 
ul OUt' ptetent anemk economy in conuut to 
the Britit.h and Scandinavian t<OnOiDia. whidt 
in r«rn& )·on mjoyfd fulleo' ~ty and 
r(fn'p~Mtl'U. 

Accorcli"I1Y• dtt: reform ol CN.r xU-ddeatin& 
taxation t tft.l(ture is an n.cntial preftC1u1site 

' 
to the libtratlon or our economy and the ... 
toration of the Amrrian tcaodard of mtn-priw 
OO>d 111'1 ... 

Th~ Budg~t and Tax ln~ 

By Mr. Slichtcr 

It " doubtful whtthn rcdcnl b:~ndhum 
will dlmJnith below P.s billion as T«<Ytry 
protftda. U tM bu.t It t.o bt b.la.nc:ed ovtr 
.... p<ri<ld ol ""' """- ()'Ck . ....... tbould 
be a wrphu at the: pnk of the qdt. U a tu.r­
plu. of 1-•-s billion b rcprclcd as dairablt 
for t.b.il peaL \OCal mu\M of $ to ·billioa 
would be ~· With a natiocu.l iMOme 
or $5o billion i tl •957· cJ\e pramt taxa P">" 
d·uced about $6.a b.iiHon. An i~ lrom 169 
to l-8o billion in the national ineo«~t would 
therefO«: have tO produCt an increue of S.s.l 
billion, or 6a peT ant over the au yield of 
1957 In on:Jn to yield Sto tMUion re'ftnue. 
Thua the oatiooa l ~at would ha'~ 
tD take S\.1 out ol tk $• • billioft increuc: in 
tLadonal fi.'WXIIIW or 14.6 ptt «e~t. Howt"t'tt, the 
ei Ort of the ~ment to taM approximate­
ly S4 pa ccn.t of any addhioru to the nation.al 
income: would certainly be a wri.ous im~i· 
ment to re-covery htotlf. ConKqucntly the e«on 
to nltt aulidon n:vmue to balance: the b~o~dc· 
et o''t:' the period of t.ht cycle mw:t bf: pur­
JU~ ca:aduaby and rnuM in pan be cter~tott 
until aher the nut ~ and complcctd 
in the rccowcry follow'"~ 1.ht pracat one 

So l&l)t' U U.C pc-ac:nt ckkh. hown-u, tba t 
aomc- .. ept to nix additional re"¥CR~ Rftd to 

(Co,.,;,.w,-cl 0:11 fNll" UJ) 

TAX BURDEN ON INOOM£5 ABOVE $•oo,­
UNITtD STAT£$ AND BRJTAIN. •9•S TO DATE• 

TAIJU! II 

CllEAT 8RJTAIN 

Swpttl.,. 
N()fll!fWI tn r.. $wtt•• 

t..d. pc l 
To'•' Taw 

1A Pffc«tt• 
~, c .,~ 

UNITtD STAT£$ 

NfmfNt r.. s.,,., ... 

" " 

s.r .... h•~ 
ut C rdf 
lriUifl ., 
l'tTUflf• Jt 

To4•1 Tu of U..S. 
1911:::: Swrtu 

100 R.tt ... 
~ 
·~ •• 
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:~ 
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The SoleJ T•x 
By Mr. Van« 

wholly agree with tht blanket 
oldon•do•• or a gentral sa'n or tra.nuctlon 

co n~ 1h11 a bu•lneu thlt may 
in KKne- If not In m hen 

tax for the sup-..... 

Fortune Round Table 

The Fanner and Taxes 
By Mr. Fich«r 

If we rtduce the pe-rsonal eumpdon of a 
ma1Tied ~non to $t ,ooo, a. propoltc<l by the 
La Follette bill, or 10 $ 1,400 AJ •u&;~ttt(d by 
Profeuor Buchlo-, we U.all comptr penon• 
ol low lncomts to divcn monq< (RMQ the pur­
cr.a~ of comumptinn goocb co the ptymmt 
or taxa In 50 doing. we dlould bt amine 
down the demand for [ann prod\Kb beau~ 
tht' ri1y ~ with low IMOmft •ptnd a 
r;reatcr than f« food than do dM* with the: 
hi~ incomea. Tht farmo h. in financial 
di&cuhy now on account oflM f:aa that thae 
b undercomum~ of the DrOducu of lM 
farm. ~rry o1 bt.Dinctt wOl foUow a.n In· 
autt in coruumer dtmand. and dVt lncrtalt" 
must COOk" mottly hom ~ of kw and 
mocknte incocnct.. If we insitc upon brin&{na: 
more' ol this group into the income-tax Mid. 
we sboo.kl a t the- tame tinv n.cmFK lbcm &om 
~,.muumption cues. 
~ tU~)'tta. many farn'lCn would not pay 

pcnonal mcomt tuts at r.rnc:nt rvc:n thouah 
""e exemftiOn miaht ~ ownM 10 .ft,OOO or 
to $1.400. The avenge 1f0M income per (tmHy 
in the U.S. in 1919 wit $1,8u. and about 18 
per cent of the {ann familio of that year re­
ceh··C'd a gross income of leu thin S&oO. • But 
s.ina the pur~ of thh ~po.al It to make 
the mw of the JMOplc: ' tu contdout. ·• we 
m~y exp«t the cxempcion to be ~tel 
fi:nally to an amount that will twins a I&J# 
pncmt.ge ol the fumtn into W i~· 
tu group. Throuch tht pro~y tas. the: 
farmcn an alrndy 0\'ft'bu~ Since •91• 
pro~y taUS on ovncr~ttd f~ have 
talm a~u u ptt cmt Ol the twt anmmc­
cach J'Uf· In •9St more than ,e pc:r unt of 
the net i~ from fan.. wu rc:qu.irtd to 
pay the propmy t.~Jtet.. owinc e.o t.hc: faa e.hlt 
lhesot WtO rem.aintd a. a rc:ladvc:.Jy "'fiud .. 
charse durin& t~ .,... ~ pan of me. 
ck.t:..ciion.t 

Thii hi&h ta• bill th~t the f.arm.tn mwt. 
pay u a part of tbeir businn~ aftccu lhei.r 
purchasing powu for dty•n.unulacturc:d IOQd.l. 
and hence rc:t&rdt r«ovny. ContcquenUy. we: 
ibould O)ruidc:r the: pou.lbHity of rc:dudna the 
propt"rtY u.x on the G.ooo.ooo famu ln the 
n:auon before we add anocher tu. on t.hc: 
faJ"n'ltn in the: form of an Income tu:. 

.Appendix II 

Nou '~ ~ 67: bJ Air. y._,., No OM di. 
puta lho r.a that ahililf 10 pay ohould bt •• 
t.aport~J~l boor io lc'wyiQJ thO on lltCOfW. 
but it ~«m~ ckar to me t6at t be nicitn« of 
ou..r pnwtLt economic dtWidon.. co A J' nodlir~~ 
o4: thr wblcqvn~t conduNom ol th.b Rou.nd 
Tablt, clnnoftstn.m (a) that whtn a bility to 
pay it lht JOk faaor in ecalif!C up ii'K'C)oaW 
taxa. theft is a polnt ~yond whkh dwy fWD:' 
du~ lat rather than mott ~ue ancl bt)lHMl 
which thry ante xrioui «<nomk rc:~w­
aloru: (b) t.h.at this. critical point hat bctn 
c:xettekd i n our ~nt tdiCcfule of •urtax.tt. 
which in my enimation hu w:riou.1ly rc:llrd«l 
the flow or new eapital into tnterr.rbe. which 
in turn b panly rnpoNible for (al urc: to toh•r 
the u~ploymt.nt problrm. 

Note ~~ t-te 68: b'1 Mr. Jlut't . J think. h 
.thould be su.tc:d more: clc:a..-ly that this concho~• 
a,ion it reached with ~It reluctance: and only 
b«au.tc: of lbc: prc:tli"C ~hr ror a mort 
wt.ta.ntw bab.ncinc or tbc: ~~. t.u.r,. 
taUs in d~ ~te-fc:dn'al, .. atr, and ~ 
--coni\UDC 10 Diuc:h of the: nationallnmnw that 
they 1ft • IC'f'iot,q handk::lp tO ow ~ 
&OW'lfCI pn»pc:rity. Tua .t.Gu.ld be incntacd 
only &ft.c'r opponunitici to mtloK'It expt'ftditwu 
hne bci-n ahausatd. and th:at b far from tht 
(tie at the pramt time-~ 

NrHt Jj Jtol.t 61: ,., ltlr. ~yr4al.. ! vna one 
li.,e my.df who bdic:vc:s a r110n IOdallttic or• 
p ni.tation or c:conomk lift is dnlrable and " 
abo in~ with the tn:nd will have the 
iitonsot rc:uon to ~ncthtn priva tt bmineM 
du.rina the: long pc:riOd or traruhion If M 
wanu this ~ to be pdual and don not 
t pc-cu1att on f'e\'O)UtiOft&ry c:lllttrorh<, 

Note ~~ P«lt 68: b-t Mr. M'1rd. • Ewry ta.ll 
•Y•tem is bound to M~ an rnftucn« on the 
di.Jtributlon of wc:a1th, a nd (WOC'esah·c tau · 
tion it prc:feJTtd b«:aute it 11 one mtan-' ol 
equaliring the maJdiuribution of wuhh. 

Note¥. f'Ole IIJ.' ~Mr. FUIItr. SOme of 
t.bc problc:nu contidcted in 1hit ptrtl'a.,h 
arist- not rrom diffcnnttt u to accounllf'll 

pnnc:~ bul from cl.iJ&Guh'n of JM:O"'"' 
ttoU b.cu. tuch IS tht l.cncth Of tlmt 
in which a r:n.acb..i.M will b«ome Obtoklc.. « 
wbnhtt an aa:ount it rully unc»>l«ta blt. 

Nole 10, fM11t IIJ.' 11J Mr. Ul'dltr. I do ncM 
concur witb the point ol vitw that ta.ad on of 
corponte profiu apd of dirickncb rc:tti'ccl by 
i tldividuah nea:MU'ilr in,'Oivu doubk tOI > 

doo. Tua ~ oo tht rwt i.ncomt ol buN 
llCIII arc: founded on tbr prindpk of ability to 

y ol tht corpcntioo *I IUdl., tcparatc and 
~.-ina from the .codboldc:n. II thit t» it 
rutcr than lk value ol ~ ~tMnf• con­
ulbut.ion 10 t~ <OtpOftUOn t U\Q)ft'IC. ie doo 
oot folLow that it ckpriva .cockholden of dM· 
deneb. The tax ma( bt a.hHt.c:d to odwr lfOUP' 
- to man-semc:nt, L.abor, Of comu.n:~n. 

Nolt 11, J»g~ IIJ .' by M r. SpoldinJ. Al.• 
thoUJh I qrec: in ~neral whh thtet conc.lu• 
tlon-. 1 bc:U~·c: we: thould decide: tO what C:JilCIU 

the: C'()r~tc: income: tu tJ an e• clae IU Oft 
the privilc:sc: of doiC!J budncu ancl to what 
extent it U a witbboldinc: at the aourcc of • lU 
on t.bc: MOdhotdet' • pro rata Wn of the: 
profiu. To tht extent that it '-the fCH'ftlil't, the 
ftlC: of a federal LU ihoUkf at the ~ not 
c:uttd 5 pc::r c;:enl. To tht o.tcnt that 11 it tht 
latter Uc:dit sboukl be aJiowtd the indh tduaJ 
.. ~tor w ._.. obudr paid bf '"' 
~u:;:-,..~ ll f : ., M'~. o,.. ......... 
~ out a proper t:Lduriq\llt I tiJ"'OII.f) 
I t ' C ..jimd a ll\lldy of tbt $wrc:d.{ie.b J)1'llt• ..W. 
.-ia lho il1b ..................... :. 
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Fortune Round Table 

advantasc or complc:cc: ~Jion from cht 
COM[)IiCit<.'d rate appa.ratUl-Of lM income ll,ll: 
tht kV)' falb oo the u.xpayrr when M h. In 
r_.ncb.; dw Trta.IW')' fftlri\'ft tht we in fu11 I I 

~n eartitr elate-; the inc:omt to mu...,. would 
••ord a ~ a«Unt.e l)laurt ol the trut fn­
comt a nil able a.nd wou1d fumi.-t.h a.tatbtia on 
which ntt.t might be mon: intdli~ntly pt't'· 

scribttt: the invntor would be able definitely 
10 ntfnt•tt the lalt bur<ftn Of his U'S.nYCci.OO, 

Pterum.abty I~ would bt lporcd unln. a 
gc"Mrou• Treuury cletttd to permit thtm to 
bt deducted from ~~ il'lCOMt u a m~un­
ol d«c:My r.ubrr than of lh ~kto. 
No",,.,.,~ 116; b7Mr, P•rl,n. 'Nhilc tht 

taxalifl n of out.u.anding ~t:rn~nt ICQ.Irilitt 
would be a b~ac.h of rahh, I beliew it would 
br hciJ,ful to subjttt the lntc:rat on futu re 
iuunor tuth oblir•km• to individual w rtaxn 
but 004 to the oidinary nonnaJ atld corpora· 
cion tuo. Sii'I<CC' banU ancl insurance com· 
pania own a ~ pm ol tbt wcuritio.,. c.ht 
f uU IIU I ton of interut from perntnc'rll 1ft> 

curhin will not aft'w c:ntcrpnK buc will in­
trtast imert" nte~. Howt"tr. If $Uch futurt 
internt I• •ubjt'ct only 10 lndh1du~ tu11ax.et 
it will dow cht exbung loofhole in cht law 
without incrc&5:ing the CX»t 0 intercs~. 

Not' '1· 1-f.t' 117: by Mr. Slic.Atn. TM proo 
pmal to avOid an tax.n on conwmpdon and 
co IC'Y)' thrm iMtead upon incomr lhac would 
othc-rwite" ~ t.a\'ed U both impn Ctkable and 
unwitc". When the go\'C'tniMnl SJX:mb u much 
u tow •& pc:r c:tnt or the n11lonal inrolllt, II 
limply cannoc u oid taldn&latgt quantida or 
p..-i\'l lt income which ot~l~ wou.kf ~ lptnl 

for mn.wmP'ion ~ In fac:t 4:\"Cn in boom 
)"t'&n 1tw •. ninp of the amsmunity do not 
amount to ~fi.fch of dM' national incomr. 
Surely it U not unrnsonablt to txpttt a penon 
rtc:tivlnl an incomt' or ·~·000 10 bnr at lt .. t 
half or tht l \'('rage burden, which would be 10 

~ unt of his inCOMe', o'r $}00, and for • J)a• 

tOn rt«lvin« an i.ncomr of l to.OOO tO bta:r cht 
full anract ~ W'hich wou.kf be H pc:r 
ttnt ol hb lnmmr:« l t.ooo. But tUtdy taxa of 
S~ ~u o( an inc::ome of $).000 or ol S•.ooo 
out ·ol an lnromt of S•o.ooo would fall in tub. 
sta.ntial me:uun upon contumpdon-probllbly 
mMt 10 th an upOn savina. 
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DUPLICATE) 
/ 

JO. lfl 
• 

••• ••· .._, .-u a, lnt, 

CCRPPTJ''t 

r-·=-- ...... 

'Dll .B~OJWIL& 

SIR I 

'JU S.OB&'.ARY IB 8'1'd.B, 

W.ASIUJIO~, D, O, 

I Jaan -. h- w v~ t h-1 th a •on ~ 

-

1111 arUele OD tile 't'mPn--- Jat&I'RT &1ah wu wrUta 

tar tbe aDIIU. DUJ).B JOUJIJIAL, etfie1al p•bl1HUOil ot 

tile M11lbtl7 ~ 0 1rae aal IDI!UV)', bT JteaMtll 

Look'•'· ~t -.s•r ter atHl Jlrotlllll'a u4 01 ,..,, 

Ll.a1~, ot Rac-. tile larc .. t aaroaatUa ••-

ill Bania. fto arUala wu plllll1Ue4 1Jl tllo Ma1'0la -­

bor ot tko JOUJIIIAL, 1awe4 tkb 'fttlk. ateol llrOtiUI1'o 

all4 C*PIIIIJ un opaae4 u ~t1oo tor 1llport n& _. 

port VMo 1Jl !'GMilh, .... 111'. Looltlq Nltll\17 

V.nl04 OTOl' tko uw l'Oe4 1a tko Ulter•t ot hio tU.. 

•• \ook a •~ ot pllotoci'Qb, 0114 t!lfto ~ oo••• 

all4 n o otlaar ••-• waN ue4 1l1 1lluvat111& JUo 

art1ola, 

u 1J1ll M uw taaat Ill'· x-lftq .. uaatao tkat 

•• l'OIIIl ua a ww ~ ~ uulT na .u... tll1o 

1o a P"Mtar 1-.a uaaa .. ts-w llaNtetan, ut 1o 

"'"IIU to 1 ul u.. aotul un .. oa _, l'OIIIl ~ 

~to re+te, :rr.• MP a11.o1r 1110 lr1tmrkn, 

• ~W7 t10 .u ..... , - pen.- eouaat• 
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_. .,,., ,., r 2 & &a e•r·· 
ss.a..-.u :NIIl nU.ua ••Q~-' na M-.1 

anasnu •- :nMaU, U.O"-' t:na ar-t •uua tw 

\U OhiJieee MtUca ot ~- l"PIIM llllaa n.&, ... ~ 

ban liMa llbl,._ to I•ule, ~ ue e141Jit.t-ta lNllen, 

11114 H 1a t.QMtM ~ ue ._to .,.at una-.. a.a 
aurlaoiJIC openUcaa, ..._ Bllttal.e-BprlllctleU neA 

r ollera, we11Ja1111 N taa, ILne Jut Mea Ul1n:nl 

here 'llr Ule -1MA et1 •"J S!Km. !IWJIR, 111l111b u-­

r 1ftd em •u lOtll. a-.oro:N OlllT uue • ._ nll­

era oh1eel.M 'llr ha4 •t Ott bl.oeke Ott 1'Mlt ~~~n liMa 

an1labl.e to Ule ro.A t'orMa. M JN'YiCNal.r NJIOI'tet , 

the pl..ane or M:r. Ta•n Po-J'iiiC, 41:Net01' ot 1ba Ohill­

aeou on ot Ule ll1Ch11Q', oal.l. ta Ule ue et ten roe& 

rollara 'lletwem 'hiUIIlll1'll aJI4 Ule t'rOIIUOI'. 

It la 1''JOZ'te4 Ulet tile lli.PJ'IlPlOil 'lll'U&e ·­

tha llekoq R1'YW1' 1a 'llelac e~, UIA Ulet it 

11111 han e eepM1 V ot U ._, 'lllM ~ WOK 1e -

pl.et.4. 21le JH-t ••18%•11' - 18 lOt '-'· 

Roe4 lot xe1 o s:•1alty z •'1'"'· 
xr. R. o. Olllu, ..-t et •• aea1t ot 9!l1aa 1a liD­

soon, HMD'l.r r etaaeA ure atw e trip to 9h1ae _.. 

BOP& x-.. •• tn'Y~ 'IIF eu tJw. x.eehio to ~ 

aD4 OhlllltlltiJIC, ... 1M Jlu repartM aet lle ...... 

~OUMF tra J.alillle tor .,_,.Sa • ui..U. ._,., 

ae wu e'lll.e at plaeee to CJ'ln at e _,... ot 41 a1l.ee 

.. hov, Mt at .... ,,.... .. ...... .,.. peeei'lll.e 

... 1.0 au .. • .....,, ae •-ter• ... ...u l.llll4-

autee - .. :NIIl 1a Glliaa, ... lle took piiOtGcftplae 
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.r ... .. .,._ te ...... I lEal MU~ ... 

tu 1'MA u U"lJ' te lie «·sa I~ lpteu•• 1M,.._ 

oa\a tvua O.o I '• n1IIJ' .... , Rt u •yuu1 

tllo opialall .. , -• tntfta wUl 'lie ... Lillle, .. 

laU .taW tllat O.a I'M& " et r-t lie NpNa& u -

MHlallT ilqlonaa.. .. ll .. Leafinlll peyio• lrQUM 

1118\ a'ballt 10,000 - uo DOW -.,lo,a4 ca 1111 na4 1a 

iapr-\ u4 rueaav.euoa wa, 11110t 11.o llu n,.n-· 

ed t~~at • ro.&.....U\aaxM rarao of a:Dcla\ 10,000 -

1a bailll orpabK to IMMTOr to Ita~ tiM lliPwar 1a 

o01141 U OI!. ror varfla. 

xo- SOCIII& , K~lll.._Mnt .lllllrloan dU ... 'IIIIo 

na on board \ho u.s.s . P.AIUT u a oor:Nopca4aat .r t11a 

OW YOU 'l'DO!J DU O.at TMHl ... 'Xb ... IIIII 81111k, 

wee 1a B•....- a rn aq. aao oa llh ..., to "hliiiUh 

onr \he an ro.&. •• 11 ..,. roprMOil tlllc LD'& of •• 

Torll: and P I OTUR& POS'l' or JAI4cm, IIIII llo oa14 tllat u 

ha4 111011 -tLdou4 liT tiiOIIO 1llutrda4 ,.tl1ad10JU 

t o tula1' ,Utocral*L or .. ll1cJtn1 n4 ariitlea -­

•11'11111& u. 
lllre, n·""• BGJ'f.x, an .-r1ou Wllo bu wrUtoa 

of Ch1aa f w tile JIA'l'ICIUL G~ 11110:-'Zllllo aad 1111D 

11 M14 to un 'lien :neea\17 -.plGJ"M t 1 orarU, 1a 

1111 ortt.M of •• Jlaelrl1aaa .U1~ attaall.o 1a J'M'DI:• 

arrlT ... 1a a=anx enalll ap ... artar • J••• t7 

oar trca ~to Teabto, au toU tr1LIIU llere .. , 

allo aoatat liY l.olllo4 tnlkl Oil •• .., • Silo lort 

huo liT atexv ror T1otor1a l'OlAt, \he aOil\111....-at 

Up or--., .-1\111. \he 11'-tioa or JZOL•11 '•• 1a • 
=•11 
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et o-, ..a fit an ... •• &a .... te .. a11•--• ~ 
wq IIlia .- al.G-. tu _._ liM. AI ... , .. te 

,,..u tint .... lilt dS. ia 1''5 ' " .. , ....... 

111t1oa etas., 1lllaiU. 1a ill .. - at iaWftla ill 

·-•U• wttla ,., • ._ et n: ·•• ,._ te R11.A • 

eual. 
• ••••• v.u, ,_.., 

... 

llltl•-· 

OOJ7 ot crtide •Uu.& •• • · r • ~· 
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IPUD.L~, 

IDOlOII\U'e IIOo 1 t o 4eepa'lb 110, ua, dated .Aprtl. lll aa. 
rrca .&.uatl.ll o. Bl'tl47. AIMI'hu OOIUUl at ana- .._ ~ 

t.h• eubJeo ' of •t~m.~~u-lllma ~-·· • • 

s ouroe: BUliU m.lD.K .JOUBIU.L, Tol. II, Ko, 11, Meroh UH, 

pageo la3-Uli. Copy, 

Tllie nry fine aoh1eT~aen\ on the per\ or Ule 

Cll illeee hal MU .uoh to the tore ill Ule Rna ot Ule 

peat aootn or eo and quite recently in LOD4on one or 

\he lead1J18 pepare aeouaad Bl&.raa or DOt t'ully appr.­

o1et1Jlg \he aipitioQiloe or \he nn road whloh ex­

ton4o trOll tile oapital. ot twmaD - J:,., .. ,nc ( l'I&PnaPtll ) 

t o tho Buma border lllld on to LasJUo. 'l'hls stah mon t 

oaru1ot be lett Ullohal.longed and one hae only to tronl 

over tho Motion Laallio to \he bor der to realise that 

t he Oonnaent ot :au.m.a hoa t'ully done i te ahara or 

road buildiq 8114 tur\har several. ot tho lead1Jlg oom­

morolal tiras in tb.ie oountry and at leoet one or the 

publ1o eerrioea haTe already acnt repreeenUna to 

t r ovel OYer t he rood IA4 explore the poeaibilities ot 

trading oonaequent upon \he opOiling up ot t hie new 

lino ot oOIImlunioation. 

It is possibly \rue \hat the man 1n tile etree\ 

has no t approolated tile Jla8ll1 tude or \hie teet b7 

Ob.illa and whUo 1t mq be or intoroe t to deeorlbe 

the route, it ie iapoaaible t o oonTOJ an aoourate 

~pression or tho dittloulties the Chinese hove had 

to oTerocae. 

111\h the uception or the sootlon Jrnmtng to 

Hololcuan, wh i oh waa laid do1111 obout throe yoore ego, 

the bu1141na or the road Haiakuan to \he Bum.a tront-

1sr, a d1stanoe or 367 miles, woe acoanplished in a 

little under 1• months and the whole diatanoe or the 

road was made ayailable to light motor t rattio in 

.Jocember loot. With e-reey eucoeeding month - labour 

ia plant1tul and ohsap - the road is being ~pro-red, 

surra oea laid , width extended and gradlonto and 

OurTOa reot1t1ed, \hat 1t 1a otUl possible the 

routo will bo an all weather one before the monaoon 

breaks in Way or JUne. Ample oTidenoe hoe bean at­

forded in t llia d1reotion by the imprOYeaent ill rood 

oon4i tiona trOll Deo•ber up to t he current month. 

In tiiD peat BUDI8 IW4 Y\Ul.llan han h od to relJ 

en ti rely on IIIUl.e routes ror land oOIIIIWliootion be­

tween the two oolmtriea. These rout ea tram the 

Blu:laa s ide amanate rrom tbe border to1111.8 or l!Yitlcyina, 

Bhaao and Lashio, with BhiiCIO oCDlloroially bl' tar tbe 

aoat important, The new road ateru troa. LOellio and 

••r1waly 1breat-• to .... , -· ~ rtrat no -.. 

ae etort1ng lllld rooeirtna poeta tor trade betwee 

11\mU aD4 Y\UUUIJl, 

!be 41atanoo traa LUhiO to the frontier 1a lU 

.U.aa and the road exoept tor h i ll eoot1ona near tile 

111111111 towna ot aeenlfi and K\lt kA1 , hea an excellent 

aurraoe and will undoubtedll' bo oatabliahed aa an 
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all woo tber route baton Ulll aonaoon broalta . 'l'be bar­
dar io r oaall.e4 at e aall poet ns.ed 11an tiD& llbere 8 
Cbineeo Cu.etoaa s~at1on waa oa~abl1abe4 acaa 1100~ 
at;o but it wu raided ODd burn~ down by Koohin daooih 
shortly at t e.r i t started operating an4 oon .. quent~ 
was t>OYod turthor 1nl.8Dd. 

Frca the f rontier t ho rood aurtaoe 1D Yerr ro\18h 
but it ia wall graded and r iaes steeply t o ab~ D 000 
f eet befor e doaoending to t he valley or t bo ubweli

1 

River in oxtramoly tina ooun~ry, and then deYiatea 
• ouardo Ohot una whero ia now eotobliabad the tlro t 
Chlneae Cuatau _oat. 'l!lereatter turtber hi ll sec­
tions ora onoountorod until o j)l a1n 1e emorad in 
which i o ai tuatod tho town or Uonsshlh, t ho capital 
or tlw omall atotea or .. eotarn Y\lllllan. · 'l'lle ooWit1"7 
be twsoo tho frontier end liMGBhlh ie popl46ted b7 . 
:.ino-ulluna e 1m1lor in type to the Shono on the Burma 
side or ~he frontier. I t 1a divided into llUUlY 11111all 
ota t~c s overned b7 ~awbwaa and they on j oy llm1ted 
locnl outoncay much on tbe oone line s oo the various 
..,;,on S t.a teo in Burma. 

after Uongshlh exceedingly bad rood c ondi t ione 
exi s t up to the town or Lunsling but t ho rood has bod 
t o be built over extremely billy oow1t17 avoiding 
aorgeo Clld nbeor rooko Wid "boreas t ho direct mule 
curnVCl\ route i a o me tter ot l2 mil es the new rood 
cove1·e o distance o! no leas t hen 26 m1laa. vrom 
LWlgling to Pooabon (Y\IDSchang) one or tho most d1tt'i­
cult soottona or the wl~lo rood is met. d mount a in 
r anso t u tho a ltitude or 7, 600 tee t hoa t o be negotl­
:l t ed with tho road norrowi1113 t o 8 tee t i n 10116 windinS 
stre tches botore a prooip itous descent i e mode to t hO 
Yal l oy or tho :;alweeu RiYor. It is magnit1cent coun­
t ry f rog a oconic point or Yiew but to t he t reYell er 
intent ou making progreae 1t hoe i to disodvont ogea in 
innumerable hairpin banda em4 steep BJ,·adiouto with 
the road ourtaco meant i!:lo Yory rouall Clld cut out or 
soft r ock. lha rood doooonda t o 2 , 600 toot t o o suo­
pouai on bridge a bout 250 teet wide ovor t hO ~elween 
a t LSLIOog and ouo i::; than r oood w1 tb onothor eteep 
climb up to G, 500 t e et but over a much widor rood with 
a raore oven ourtaoo, Wliil o tairl;r axtCliOiYO pl a teau 
is outorod oud in whioh h situate d tho town or l?aoahon 
('i\lJl8ohang). Thia tow i o on important oloor1ug centro 
for mulo trotf ic 011d i o o Juhction ror t rudo fran both 
Tengyueh and Luahio, dio tribut1ns oupplioo or c otton 
and Cot ton Yom t r 0111. Bura , Wid ., i lk rrcm ... :z:e obuon to 

Duma • 

.l.tter Pooahon a turtber uounto1noua section 1a 
me t Md the rood deports trCIII what ap-pears to be tho 
!!lOin mop route in a northerly dire ction t o negotia te 
tbe oroaaina of tho Mekong River, tollcming that river 
t or 20 miloa botoro o modern s\18pens1on bridge 300 
feet wide 1o reached. Tboroott cr magnitiocnt moWl­
t oinouo countr:r rollowo inters-persed with lllllOll pl o1no 
e t Yw~gpi nud Y . .ngping W\tU s largo plot enu 1e ent ero4 

.!!! 
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1n wllioh are a1 ~uah4 \he Wlma ot Raialcuan u4 Tlll.Uu 

11D4 &18o \he e:d ... ift lAke (Krb Bail ot 'l'all, '!he 

r oad ekirto tbe WilD ot W11alolan w \he sOil\h ot ua. 
lake a.oA ftllt'U lies 10 a.Uu 4ue Ror\11 on \he wut 

bank ot \he lake, awa7 traa tile Rn uaAe r011~e. 

The ~0\ma ot Paoehan, H8111laau G d Telit'U, 'otel 

popubUoR ot abola' 100,000 ue ell ot \he •- tJ'l)a 

eQcampaese4 ill oen~1ee• oi4 wall• 30 teet willa wbioh 

were lniU' 'o wUiaata.oA aUacaka 1'l'ca aerau41.11& tt1b .. -

mcn and bond1ta. The etreeta are 1ncred1tably Rarrow 

and conges ted aa4 ao4ern eenita tioR doae not ex1et. 

lhere are no 1n4uatries 1ll thcee to'1II.I except those ot 

a cottage no~ auoh aa •end wheel "P' "R'"I o.nd naT­

in.; or cot ton and clo\11, and pr1Jllitivo bri ck liUiking 

trom au4 en4 d~aw. The WilDa aerel,y eeno u diatri­

but .lltg cent re& t or local produce ae tho pl.sills ill whioh 

they are s ituat ed are remarkcbl y fertile. 

Atte~ aeiakuon traT&l ie aade OTer o roa4 whioh 

was laid down three yearc ago and one pasoes through 

tho 1111all towne ot Te1Q'UIIC and Aiming before arriTins 

at ltnnmsng. 'l'hia aeei1Cil which 1e 281 aUeo 10118 can 

be dono ccntort ably by oo.r 1n two daye nnd t he road 1a 

muoh str aiGhter with loaa hilly country to nogot1a t e 

and ool:IBe quently laa a beauUt'ul tr<D o aocnio point ot 
TiO'II. It 11 being extended 1nw a two wo.y tratric road 

exoup t i n carto.ill hill aeo t1ana and tho aurtoco 1a 

modera tel y oTeD. 

'l'ho under noted 111117 be a ocoptod ao fairly a ocuro1:e 

osU aatoa ot d1atanoee batwHn Laoh1o o.nd l{l!ftml ng: 

- Burma Frontier 
- L•mcunc 
- Paoehan 
- Y\UICP1n8 
- a aiaJman 
- T8\Q'111S 
- J{UDIIling 

Total diltance 

)(ilea 
124. 0 

83.7 
u a. :5 

113 . 15 
78.4 

151..8 
.!!!.:.2 
771.7 

'l'he photo6rQPhs siTe a aligllt i deo ot the oountrJ' 

onr whiah the road baa bean buiU but one raall7 haa 

to Tia1 t the c ountry w appr eo1atc the d1tt1oult1" ot 
road malt inc. 'l'ha taak boo taken ita t oll or lit a lllld 

many thouaaDde ot people han died as \ho roault ot 

1nJur1aa and s1oklleaa. 

X. LOCXLII 
Menra . shal Brotboro & Co. , Ltd. 
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Oil ., 1'0~1&1'11 tlPo. Sea IolaM I 
•• gl~d \ o f 1nd fOUl' lo~\or of A;;ii .,h . 

PeraonaU7 • I h.-4 •o' go'~ ~he 
1apr ou1oa ~ha\ JIM& ha4 or1\1o1a ... • 
d'lli'1Qg 7~ , .. ,lMQ beforo hna\ol' Glue' 
CoDil1Uoo on ~ho ltlll. 

I Mn -• llo'llbh4 7- lofal \7 
and fl'1endalllp for ... • o t h18C baa ar1ooa 
to uko .. obanp ., op1a1oa. 

lfUh wara pononal grooUJVto ' • 
7 011 and la\harlne, I .. 

Youre a1noerel7, 

Hon. f. lotfereoe Coolidge , 
67 llllk s~ .... ,. 
Boaton, Maooaoaao•''•· 

• 
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1 .~lJ· 

• 

till . ... ~·· 
ftlll -'". , •• 
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StxTv Se.v.e.N Mu .. K STREET 

BOSTON'. M.A8SAC I•I US £TT8 

:ion . :lenry Uortenthau, Jr . 
Secrrttry of the ! r eesury 
~,~, 1ncton , C. c. 

De: r ·!er. ry: 

April 
Four 
1939 

I dined •it.>, Jonnny Henes l~<t !:ight and v:ao <;\lite 
u?cet •'>en he told ::;e thJ<t co:.>e of the papers had !l&de out t.'l&t 
1 "•d criticized the treoeury Wid i."ltl=-ted thni I 'le.d a lack or 

co J"idtnce in you . 

In prepar~g ey tecti::ony I atte:>)!ted to H ve u,l to 
t: o st n<'e.rd e - one """ that I !Should in no .:e,y criticize nny 
acticll of the 1re.,.sury Lut onl y the propo>ed l n•' • and s econd that 
I should SO:! no thin& t.'>at you could not SO:! youreelf if your v lews 
ht p.Jcned t o coincide wi th uinn on the ques tion of \'!hat laws should 

be .JOsced . 

I en enclosine " copy of ny prepcu-ed testimony . I hed 
t'-;ou . t o!' .-.endl.cg this to ;,rou o.nd Geore:e Harri!:on be!or(l ap~ering 
• ~ ~ 1• f~<.<:te Co:c:tittee but on second thcu!;ht deened it wiser not 
to:,:; ... -t.s t.fraid or c:.ueatlor.s a~ to wnCD I !aad eonsult.ed . 

I have far too r:lllcn recpect E:>C li:<in& for you to eve:­
•rot to te 'n t.'le position or publicly c r i t icizing you personally 
r.~ tr (verI should see~ to do so you ~ay be certain it was not 

so lnteaded . 

i ,i th :<indest rd&•rds to you and Elinor , 

Sincerely yours 

Hf ; 
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:roRI'BER DEVALUATION OJ' GOLD 

I 8lll asked to appear beror. )'OU end expr eaa 1111 ideas on the queetion or 

aold deYaluetion end use or the Stabilization tuod. I do this peraooeU,. 

repreaentlng in no way any organization. 

252 

lfben we conaider the question or ghing the admin1atret i on the rigllt to 

the dollar, it ia well t o conaider tirat the results ot the previous 

In 1933 ,,.. had OYer four billion dollars in gold - a no!'ll81 8lll0unt to 

proper functioning of the Re~ar..e system under the then ex1at1ng reser..e 

kqulrec~••ts - valued a t ;.20.67 per ounce . Our goverDment under the Cold ReserYe 

of 19M rdaed t he price t o ~35 per ounce. This lnstt:.ntl y created ill dollar 

over seven billion dollars or gold in this country. As ia natural v:hen tho 

Ia rai sed we bought more end more , bDd the mines of tbe ..-orld turned out 1110re 

r.nnuall;r whicb tr2l18lated into dollars became double and then treble tbe former 

. Since thet time we have purchased over se ven billion dollars of gold a t t he 

In ounces we hen doubled our stock - in dollar a 1 t 1a more tben trebled . 

conki ng syatam ia overflooded. Two billi on is locked i n the Stabilization fund. 

Yet Congress hes before it the request to exten~ tbe right given one man, a t 

dhcretion , to raiae the price even higher resulting, U used in tull, in an increase 

oearly three more billiona t o our existing atock and presumably a greot further 

in new production end addi Uonel purchases . Thought should not be gi'fen to 

nrices but should be directed to consi dera tion of our present stock. Even under 

is dancer of depreciation of money and untortunete 

our banking system. 

There are however other oonsiderstiona than our own banking situation that 

be considered. 

It one man bas the right to change the price ot' gold the ,.uestion is raised 

it be chensed?• J..t tlmea the belief 1t will be sweeps scroaa the world causi ng 

• bording of gold and flight of capital. E'fan though the power is nnar ,_ed 

can be caused b)' 1t a mere existence. 
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Looking at the forei gn s i tuation, I wn confident no great country dseiree 

depreci ation of i ts currency per ea. If further depreci at ion takes pl eoe 

.Ul oot be done wU11n,gl:y and gladly. It will be because or unfortunate eYe nta 

rollelu that force t he depreci ation. I t for eign coUlltries ehould baY& the 

to have their currenci es further depreciated, eithor through mistaken 

, te'it" , or inf l ation , let ue nt least maintain our present value and not 

join the others i n their troubles. 

I.e a matter of f act I per~onslly believe thll beat step t o take to 

• rorei~'ll s t abilizati on would be to definitely fix the price or £Old o.nd 

to buy t'ro:ll anyone and sell to anyone in unlimited quantlties . Then the 

'IOuld 1<now •·here we stood and one by one the nat i ons could , as the yaaoa peee , 

tho lr currencies d th ours with their own reserves of gol d knov:ing they 

tylnB their currencies t o somet hing i n herently stable. 

253 

I t urther believe i f Congress should definitely retuse to consider further 

be a t e aling I n this country of greater confidence In tbe 

>t O'll' coney and confidence in money promotes conf i dence in other lllbt tera . 

Our Constituti on et~tee •congress shall have the por.er t o coin coney , 

the value t hereof and or ror oi sn coi n . " Under the propos•Jd extension 

delegates t his right t o the discretion of a sine~e man acting wit hout 

1'his power should not tbus be del egated no matter what conf i dence 

::~ty 114•e In t be tinlllle1el wis dom or a = · 
! or the rea sons I have outlined , I hope Congreae states t o the •:orld t hat 

::oney .-111 not be further devalued . 

EXTmSION OF POWERS IN JUX:ARD TO STABILI ZATION roND 

Uy thoughts in regard to the St abilization tund are leas definite. The 

r e<•b•- dee ires eontt.nue.nce or ita preeent po1<era End 1 heve no critici sm to make 

Ita uao ot t hese powers in the peat. 
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HoweYer it llhould be recognized that on~ a small percentage or the 

Fund under past and present practices or the Treasury has been used or will be 

used, and it l08J' be well to raise the question or conceiYable uaes in the future . 

Under present conditiooa it wQild certain~ be unwise to inject this IIUI1 

o! gold into our already oYerlosded banking system by spending. How shall it be 

used? I llhsll let lilY imagination run on possibilities. 

Should Congress desire to lower the pri ce of gold, thus reducing the 

stocks in dollars, this Fund could l!lake up loss incurred; should Congress desire 

a unl.i'ol'!ll currency, this Fund could r etire silver certificates and green becks 

""" outstanding , or should Congress so desire the Fund lligbt be used in helping to 

stsbUbe the currencies of foreign nations . In regard to the first, my belief is 

tllst it is more important to definitely f ix the price of gold and oake our money 

~ely convertible into gold than to worry about the pr oper price. To uae it to 

att•in a unifol'll currency system in this country would be dse and sound , and a minor 

step 1n this direction was t aken with f ree gold Ylhen national bank notes were r e tired 

in 1935. To use it to help stabilize foreign currencies in the fUture, opens e 

dU'ficult but interes t ing subject . I hope to see the day <.h en major currencies 

e.re once more fixed on a definite gold basis. Should the time c0111e when a real 

el'fort 1n this direction 1a made, skill£ul use or this Fund aJ.ibt be or grea t help 

in att aining the end . I t 1a within the realms or possibility that some Al:lerican 

••tiona l:light some day surrender their privilege or having control of their own 

currency (as our states did under the Consti tuticm) and adopt a currency bued em 

tl:ia i<>ld . 

• 

Such considerations are not very practi cal at the moment but I suggest 'llhe•th••r 

t..lJis Fund should not be administered by Trustee s , of fdloc the Secretary or the Treasury 

ei!ouJ.d certainly be one , perhaps the Chair!!lall or the Federal Reser u Board and the 

President or the Ne" York Federal Resern Bank two others, - these to have for the 

Pl'•aent powers limited to the u se of ~ a easll portion of the Fund but to reco.=end 
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ooou•n ..aye to deal with the sold 1n the tuture. It 1a 111 1111 op1111on e probl• 

•II!' rlll l ast through eneral adal1nhtrat1ona and one thet should ba at least pert1allT 

sole decision ot the Treaaur,- or a political eam1nietrat1on. 

T . · 1. COolidge 
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April 1~, 19~9 

~:50 P• 111. 

Present: 

Foley 
J:laue 
Graves 

HW,Jr: Mr. Ilaua says t he three worst 
:tallows are still t here in Mr. Campbell ' s o:t:tice. 
How is the beet way to get tha t to the Attorney 
General? 

Mr. Folex: Don't you t hink that's what 
the A. G. had in 1111nd, that that o:t:tioe wae one 
ot the worst polit ically ridden in t he oountry and 
it wasn ' t a ll oleaned up yet? 

day. 
going 

HK.Jr : He di d not tell me t hat . 

Mr. Foley : Yes; on the telephone the other 
That ' s when he said he did not t hink he was 

to g ive the oa se to Campbell. 
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HK,Jr: I wonder 1:t he knowa who these t hree 
Theee :tellowe are Just getting new assignments. are . 

Mr. J:laut : • .. unless he inten~ to change 1t. 

HK.Jr: What are the :tellows' names? 

Mr. J:laut: Ward, and Warren CanadaY and I 
understand one ot the worst was Eben. 

Mr. Fo~: 1fa1t a 1111nute! Eben 1s Mary 
Eben' e eon. y Eben at the 1fh1te Rouse. 

HM.Jr; And eo what? 

Mr. Folex: I t h ink he is a pretty olean boy. 

HM.Jr: Be:tore I oall up the Attorney General 
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you three go over it and aake damn sure. You 
want to underwrite her hu1bandl 

Kr. Foley: I don't know her husband. 

Mr. Gravee: Canaday baa always been die­
liked by the Treasury group in Chicago -- Madden 
Yellowley. ' 

Hll.Jr: An:y grounda? 

Mr. Graves: My only grounds ia what I have 
heard said. 

Z57 

Hll.Jr: Any way of checking? Well, put it 
on the calendar -- when are you going back to Chicago? 

Mr. ~laue: I am waiting for the Attorney 
General to set up the staff, 

Mr. Foley: Ca~bell will be here all next waeL 

Hll .Jr: Oh! Than let's ask Campbell what about 
these two birds and Eben. Let's do it that way. 
Let's give him a chance. I think that's tne beat way 
of handling it. 

When are we going to put on a demonstration 
on how to clean up a bun~h of pool r ooms? 

Mr. Graves: I understand Mr. Helver1ng has 
that matter in hand. I don't know the statue since 
you talked with him on Tuesday. I think you gave 
hi m one week to have a plan ready to go. 

l:lll ,Jr: All right . 
all I have. 

All right. That's about 

11r. Ilaus: 1far4,he 1 s supposed to be Skidmore' a 
man in the office, according to the grapevine. 

HK.Jr: Ilaua tells me that we turned the Skid­
more oa1e over last auiiiDer and 1omebodY called up from 
the Attorney General ' s office and said let's hold off. 

Kr· Foley: Yea. 
Bill Campbell told me that 
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nimeelf and tried to get the dope out of Rile)' . 

HX.Jr: lobod7 ea1d an)'th1ng about that to ... 
when I wae out t here. 'fhe;y were going right ahead 
and try th11 thing in April. Illy didn ' t tllt7 tell 
me that when 1 wa1 out there ? 

IJir, FolE;: Apparentl7 Rill)' did not know. Bill 
Ca.mpbell 1&1d t t wben JOU were out there, he told 
Kaddlll that he wanted a re1ume of the ertdence that the 
Trea1-rr· bad in 1t1 poiiiii10il brought down t o date and 
)'OU turned to lladd1n and 1aid how about that and hi laid 
he c ould get it up Jult a1 IOOil ae he fin11hed working 
on t he A.nnellberg oue. 8111' C-..pt~Ul told M t hat Madden 
wu going to haYe i n Jlr, I r1;y1 l .lbandl next 'tuuda)' that 
completed r11uae. 

HK.Jr : All right . 1 will be a littll patient. 

oOo-oOo 
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l!L!Jr: 

operator: 

H'..IJr: 
Frank 
uurphy: 

H!JJr: 

lo!: 

h11Jr: 

U: 

HI.!Jr: 

... ... 
l!MJr: 

It: 

!.1 : 

!llJJr : 

!J · 

HlJJr : 

U: 

;,wr: 

Hello. 

Apr1l 13, 1939 
9:00 a.m. 

The Attorney General. Go ahead. 

He llo. 

Hello, Henry . This 1a Frank Wurpby. 

You ' re checki ng up on me, are you? 

Yeah. 

Well, I'm here at the ot tice. 

:59 

Well , t hat 's good. The -- the etaft went over those 
orders las t night . 

Yes • 
And I've discuss ed it -- dis cussed the both orders 
with them this morning. 

Yes. 
And subsequently this morning a memorandum is goi ng 
to come over trom your ott i ce and we're going t o look 
at it somewhat turther because, while we feel t hat 
trom what they report to me , that the order as it 
attects with the Securities and Exchange regulati?n 
is on fi rm ground .•.. 

Yea. 

• ... . . and all right. 

Yee. 
But that there is grave doubt about t he ot her. 

Oh really? 

Yeah. Grave doubt about it. 

Is that rigbt7 
Yeah. The reg18trat1on ot the pr operty her e. 
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JOUr: 

II: 

HllJr: 

II: 

HIIJr: 

II: 

HIIJr: 

II: 

l!UJr: 

U: 

HWJr: 

ll: 

H:Ur: 

JJ: 

HIIJr: 

II: 

!ll!Jr: 

1.1: 

iniJr: 
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I eee. 

And ita poeeibilitiee . At leaet auoh that we 'think 
riaht now that the Pree1dent oupt to have the bene­
tit ot that view before him and then decide a1 a 
matter ot policy . 

Yea. 

Now, thie isn 't t1nal, but 1t ra1aee aer1oue queet1on• 
and I've ordered a IP'OUP ot three or tour ot thell to 
work on i t further thie •orn1ng abd then d1ecuel 1t 
with me around noon hour, after we get the lllllOr&ndua 
from your ott1ce that ' a oo•1ng onr 1n turther •up-
port. • • . . · 

I eee. 

•.• . •• ot the order ae 1t eat up. 

Uh- huh. 

Now, I wanted to tell you about 1t now and -- that -­
it's ot such importance that it oupt not to be ru1hed 
1n a t e w houra • •• •.. 

Oh, no . 

• .• . •• wnleee 1t ha1 t ' be. 

It does not. 

Well, then I ' m-- the t hing to do about th1e is Ju•t 
spend the day on - - and t he night, it neoeeeary. 

Yeah. 

And perfect 1t, correct it ••••.•. 

Ob, Frank.·· · • · 
And get 1t Jus t ..• • . . 

111 rtant that I want you o& hundred 
••• . • • . 1t'a eo po on t•-- ~rnwnd. 
par cant aura that we' re ~ - D"-

Y .. h . well, that' • the thing to do. 

I -- I lle&n , 1t'e -- I ••• ·• 
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!J: 

h"J.lJr: 

!.1: 

!!l!Jr: 

Ll : 

H!JJr: 

... 
~ . 

t.! : 

!il!Jr: 

l! : 

P.llJr: 

L!: 
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The -- if you didn't, Henry , i n this matter, and any­
thing happened, and we began the registration of all 
pr operties 1n this country, it would be in court in 
twenty-tour hours. 

Look, I Just -- you don ' t know me t erribly well. 
I ' ll urge you to give me an opinion but I'll never 
urge you -- what that opi ni on shoul d be. There's a 
grave difference, isn't there? 

Oh, yes. 

I mean, I'll never eay to you-- oh, well I mean, I 
happen to know tha t ~enry Wallace -- he t ried to use 
me to call you and the President on this cotton thing 
and I refused to do it. In other words, I'll never 
bring influence t o try -- I know it would be useless, 
but to try to say, •well, give me a favorable opi nion. • 
I -- I'll -- I may ask you to give me an opinion, but 
-- but please take all the time necessary because I 
would -- if you have any doubts, I won't move until 
you say, "Henry , i t 's all right .'' or you ee.y , ·~enry , 

don't do it. • 

Well, I think that ' s best. 

And in the meanti me, I'm praying and hopi ng that there 
will be no war. 

That's right, but t here's no use in giving you any 
help that isn ' t s~und and valid. 

You see, the thing that frightened me yesterday was 
Just tor your own information -- th~t General Craig, 
who I asked informally -- he said he -- if e.nyth1ng 
was golng to happen, it w~uld be during the next 
three d~vs, but he didn't think anything was going 
to happen. So t hat ' s wr~ I ' m pressing everybody .. . .. . 

Well , why • • • ••• . 

to hel p me get ready. 

While any -- I don ' t think 1t will e i ther, but there ' s 
enough to g ive us serious warning. 

That 1 s right. 

And besides, Henry, no matter what the General or 
others may think, it's heading up inevi tably toward it . 
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m.!Jr: 

ll: 

l!IIJ'r: 

II: 

;w.Jr: 

U: 

~r.rJr: 

1.4: 

ilLIJr: 

!!: 

Hl.:Jr: 

1.! : 

H!.!Jr: 

U: 

H.UJr: 
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When t he t ime will come, we don't know. But there'• -­
unless there ' s a complete change or policy in Europe 
it'a inevitable. It'a Juat a question or everybody ' 
getting in position t or it tiret. 

Well , Frank, I appreci at e tremendously the tima you ' re 
giving it and I will ait t i ght until you are entirely 
oat1ei ted ..••. 

All right . 

• • .••.• and will advise me accordingly. 

'1'ha t' e tine, Henry. We '11 watch 1t caref ully tor you. 

And I take it it'a among the first order or business 
t or you. 

Yeah. I've got everything whipping into shape in t ine 
order. 

Yeah. 

We've got the resignation ot that Judge Thomas 
yesterda.Y. 

I congratulate you. 

And we got another man under . • ..•. 

You can't -- I don ' t etterveace like th1e, but the 
contrasts or the previous Attorney General and your­
salt ie so marked, that I' ve got somebody that I l i ke to 
th1nk is motivated -- well I'm motivated the way you 
are , and we l ike to do what's right. 

Well, i t's ...... 

When I get support , and I ' ve never had that sinoe I ' ve 
never bad that since I 've. been here , legally, outside 
ot my own ehop . 

Henry, I hat e to see our Government talte a -- anything 
but a strong and toroetul view towards what these 
marauders are doing 1n Europa. 

That'• right. Well, we ' re doing our bit. I gueea wa 
atuok another p1n 1n the - - in the people yeaterday 
oYer a t the s tate Department. They -- they lon me 
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lol: 

l!UJr: 

1.! : 

~!Jr : 

II: 

~1JJr: 

U: 

HUJr: 

ll : 

H!.:Jr: 

Hl.!Jr: 

H'JJr: 

ll: 
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no more. I aaked Kr. Hull to tell me to whom d1d 
Kanchur1a belong, because we are aooept1ng goode 
that they made 1n lllanohur1a -- and what was the d1t­
terenoe between -- the relat1onah1p between Uanohur1a 
and Japan and Czeohoslovak1a and Germany. And please 
to advhe •e. 

Yeah. 

See? 

Yeah. 

Am I right? 

Sure. 

What? 

Cert a1nl,y. 

After eight years or nine years t hey ought to know 
to whom does Kanchuria belong. It's that kind ot 
thing, don't you think so? 

I ' d br1ns 1t all right up to date. 

Well, I'm trying to. 

Everywhere, 1n all directions - - Ital,y, ~chur1a, 
and everywhere. 

0 . K. 

All your property. 

Thenlt you. 

Good bye. 

All right, Henry. 
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!'.arold 
Ickes: 

!!L!Jr : 

I: 

fillJr: 

I: 

i'.UJ r: 

I: 

l!UJr: 

I: 

H11Jr: 

I: 

!'J.!Jr: 

I: 

i!I.!Jr: 

I: 

H11Jr: 

I: 

HI.!Jr: 

I: 

Hello. 

Hello , Harold. 

Yes, Henry. 

AprU 13, 19~9 
9: 08 a.m. 
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can I sell you a tew German mun1t1one th1e morni ng? 
Or a l ittle helium? 

Oh yes, anything; I'm in the market tor anything 
t hat 1 e reasonable.. What's your price? 

To you? 

Yeah. 

Oh, about a million a eki ng marks. 

Well , that's all right. 

(Laughter) 
What I wonder -- what I 've been wondering about was 
our friend over in Philadelphia. 

' 

Oh ! For the tirst t lllle since-- this Is tor you only 
tor the tiret t1me einoe I've been secretary ot the 
Treasury I have written a letter to the Attorney 
General, forwarding him the ~oe Annenberg case and 
recomlllending criminal proeecut1on. 

Yeah. 

It went over two days ago. 

I see. 
And it's the ttret time I've ever done 1t. I mean, 
it ' e always gone through the Bureau, you know. 

Yeah. 
And it's over there now with Frank, and Frank ie 
hiri.ng the beet attorneys in America to auiet him 
on the case and he ' s -- be ' s personally tollow~ng 
it. 

He 's going through with 1tf 
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i!UJr: Oh -- you mean Annenberg? 

1: No, Frank. 

i!UJr: Oh, Frank Kurpb;y? 

1: Yeah. 
HUJr: Oh, yee. He 's all excited about it. He ' s -- he's 

talking ot really going out -- even and trying it 
himself. 

1: Good! 

!C.!Jr: Oh, he's all excited and pepped up. He ' s •.... 

1: That Grand Jury is in session, you know. 

!lllJr: 'l'beytired seven political appoi ntees out ot the ott1ce 
out there i n Chicago. 

I: Well, yea. That ' s -- that's 1e good thing t hat re­
sulted trom dear old • ham• Lew l e ' death. It gave 
him a chance to clean up that office which -- needed 

HL!Jr: 

I: 

t.C.!Jr : 

I: 

l'llJr: 

I: 

HUJr: 

I: 

it badly. 
They did it before. Give him -- give Frank credi t. 
He did that • • • •• • 

I knew they were going to. 

He di d i t ten days ago. 

Well , I'm awfully glad. 
And -- now that after it's signed and sealed we ' ve 
got, I think, a hundred per cent case. Frank's all 
pepped up; he's organizing a speci al stat! just to 
handle that. 

Yeah. 
And on the Skidmore case we haven't yet been able to 
put i t in the package and send 1t over, but we will 
i n a tew days. 
Yeah, well I think theY want the b1g case f1ret, 
they? 
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Welt, we were ready first. 

Yeah. 

But . ..... . 

:.ss 

What ' s your guess as to when it will go out to the 
jury? 

I think this month. 

What7 

I think this m?nth. 

Oh, I hope so. 

I think this month. 

That's nne. 
But I ' m on written record recommending criminal prose­
cution and Frank is tiokled to death .• . ... 

Yeah. 
.•..... and Just-- and personally is handling it. 

Well, one good thing about Frank, he - - by gad, you 
ltnow, if we had had somebody cl1cltlng Hlte that over 
there the last f1ve years we'd be in a whole lot better 
ebape. 
Harold , be Just hung up, and I ea1d, 1ilaybe, • -­
Franlt l.!urphY did -- and I said, •waybe you think I 
effervesce like this always.• I said, "I don't, 
Fra.nk, because I haven't had a cbRnce to do th1s 
in e 1.x years. • 

No, I should say not. 

I Just told him that. 
Homer -- Homer 1s -- aw -- hell , never got anyw~ere . 

Yeah. 

Good. All right. 
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No, that-- that iaon it.&. way - - and I-- I don't 
I take it he ' • going t o do it i n April Grand J ur,r, 
but • • • •. • 

Yeah. 
But he ' e juet aa keen on that aa you and I. 

Good : Fine: 
' ' 

Good bye . 

Good bye. 
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Hello. 

Dr. Flexner at Pr1noeton. 

Thank you. 

Go ahead. 

Hello. 

Hello . 

J.pr11 ~, 19:59 
9:1:5 •.•• 

268 

Dr. Flexner, may I first apologize t or -- t or not 
anewer1ns the call. 

Oh, 1t'e perfectly all right. 

But trom two o'olook until a quarter of e1ght I wae 
1n too m110h •••••. 

Yes, I knew that -- I underatan~ that. 

Yea. 

Now, Ur. Korgenthau. 

Yea. 
When I got back to Prinoeton yesterday about noon I 
eaw stewart an~ Reitler and they would prater very 
much to come down to Washi ngton to talk with you at 
your conven ience. 

Well, I ' d like them here 8aturda3 110m ins. 

Saturday morning? 

Yeah. 
J.ll right. I'll -- neither of them, of oouree -- I 
think what I'd better do is to call -- hello? 

Hello. 
I - - I •11 call Reifler right awe:r and tell. hia and 
he'll co111111un1cate with Stewart and then with you. 
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yeah , if they could both be here Saturday morning, 
because both Dr • ••• •.. 

At what t 1.me? 

Ob, if they could be at my offic e at - - by nine­
thirty . 

I s ee . All right, I ' ll communicate with them. 

Thank you. 

Right away , and be delighted t o do it. 

Thank you. 

Thank you. Good bye. 

• 

Regraded Unclassified



Apr11 13, 1939· 
11: 00 A. M. 

~TING OF INTERDEPARTMENTAL BANKING OO!OOTTEE 210 

pRESENT! 

H. !·: .Jr: 

Jclano : 

Kieley: 

Duffield : 

Delano : 

Ransom: 

H . !·~ . Jr: 

~Msom : 

H. l<!. Jr: 

Ranso:n: 

Duffield: 

Ransom : 

H.!!,Jr: 

Ransom: 

Mr. Hanes 
Mr. Duffield 
~tr. Ecoles 
Hr. Crowley 
~lr . Ransom 
Mr. Jones 
Hr. Delano 
J.tr . Bell 

There is one advantage at least - you people can 't 
nccuse me of coming into this meeting having made 
up my mind. I haven 1 t talked to anybody and I never 
came less prepared , so I haven ' t t he sli ghtest i dea -
maybe l4r. Delano is going to saY, 'Please, Mr. Morgen­
thau, transfer me out of the Treasury.• So I don 't 
know . ....... . 

Well , I've made a great many blunders and mistakes 
in my life, but I don 't thi nk I 1ll ask tor that. 

Mr. Jones ~rill be a few minutes late . 
you start. 

You had l~r . Eccles here onoe. 

He' s coming back again. 

Let ' s see - l~r . Eccles and Hr. Jones? 

(Ransom comes in) 

Hello. 

How are you? 

He suggests 

• 

J ust tine, thank you. Hello, Preston. Hello, Gene. 

I said I never came to a meeting less prepared than 
I have for t his one. 

You haven ' t much on me, sir. 

You wrote a whole report on this subject. 

Oh well, yes and no, Gene . 

\fell ...... . . . 
Where is the Chairlllan of our Board, if anywhere? 
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He was here at 10:30 and lett; said he's going to 
get some air and come baok . 

271 

Ot course, the immediate thing i s the Brown bill and 
what I' d like to talk about Whils I have you her~ -
do we want Rny banking legislation, and it suoh, what? 
I mean not Just the Brown bi.ll. And then - I mean 
that 1 s - I 1 d like to approach it trom t he 'Whole stand­
point. Do you fellows who are in t he banking business 
in one way or the other - do you think we ought to 
have some sort ot banking legislation, or should we 
11ant the Committee to investigate, and so fo r th, and 
so torth . I am in the position where I would like to 
Just sit back and listen. 

Want to start? 

You starting \<i.t h me? 

I' d be delighted to have you start on me. 

1fell, speaking tor myself, I have had the feeling tor 
some time that we needed a very t horoughgoing study 
ot the whole problem, which I think we have pretty 
well covered in the Board 1 s annual r eport . I would 
personally much prefer to see the conclusions reached ~ 
after a very t horoughgoing Congressional investigation, 
not a casual superficial one by any means. I would 
l ike to feel that it i s not hurried in time and that 
allot us would have an opportunity to • •• •••..• 

(Eccles comes in) 

lfho comes here oftener than I do? 

Good morning, Marriner • 

. . . . .. . .• present our views to such a comoittee or 
commi ttees as Congress might designate tor that pur­
pose, reeling that as the result of that we would all 
of us ha\''l the benefit ot the views ot one another 
and the views ot students ot these problems that are 
interested, and ot the various Congressmen and 
Senators who have by introducing bills indicated a 
real interest in the problem or problems which are 
involved. That would be my own personal preference. 

I thi nk in the absence of a response on the part ot 
Congress to such a program as that, we are confronted 
with the dilemma ot having to answer not only a 
request tor an opinion on the Brown bill, but requests 
trom Congress on a great many other bills which lie 
in the same field. And I have round i t very difficult 
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in my own thinking to separate these questions one 
from the other in a manner which enables me satis­
fact orily to say that this i s a bad proposal or this 
i s a good one, without r&lating one to the other and 
taking it in sooeth1ng of an orderly s equence . 

I trould like to feel t hat all of you gentlemen who 
have equal responsibility and equal interest, all 
of you lrho I knOlf o.re working toward t he ai1J1le public 
i nterest, which i s the only thing any of us are trying 
to serve, woul d feel that t hat trould be a satisfactory 
method or dealing with the problem as a mole. 

No'"• may I interrupt the reporter to say to Harriner 
that t he Secretary asked that - said that he was no t 
himself prepared to di scuss the subj ect, whi ch ie the 
Brolm bill, but that he woul d like to have t he views 
of all of us on, f irst, do '"e '"ant banking l egislation, 
if eo what kind; secondly, do we t hink the matter can 
be approached through the general Congressional con­
sideration of all of these problems as allied matters. 
And I '"ae addr essing my reply to thAt . That is correct, 

i en 1t it? 

Absolutely. • 

That 1 s all. 

l'lell, Just to - before we go - to be specific, has the 
Board made uo its mind how they are goi ng t o answer a 

request for an opinion on the Brown bill? 

llo . 

Do you t hink that i t would be sensible i f we could 
get an a greement to send them a joint letter, or do 
you t hink we each ought to answer separately? 

I think we may have difficulty getting together unless 
the answer was merely one of sugges t ing t hat we were 
not in favor of piecemeal legi slation and that we 
thought that this should be considered along with all 
other bills relating to t his Whole question of money 
and banking . Now, I think we may get together on that 
kind of a letter, but it seems to me, on the other 
hand that we may have dlffioul ty, in my opinion, on 
any ~ther kind of a program, if it was one of either 
criticism of the Brown bill or t he offering of alterna­
tives. I f you neither undertake to critici ze i t nor 
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undertake to otter alternatives, then it seems to 
me it may be easy to merely get together, it it ' s 
along the line ot being opposed to piecemeal legis­
lation as such, and suggesting a general considera­
tion ot t h e whole t i eld, t he whole subject , which I 
have telt, as you know, since I talked to you last 
Fall - you have known I relt that there were a great 
many problems and they oouldn ' t be consi dered in a 
vacuum separate and apart, but the whole thing had 
to be considered as one . 

I see. 

(V.r. J ones comes in) 

Hello, Jesse. 

!·lr . Secretary, How are you, s ir? 

Hello . Glad to see you. 

J esse, what I said to these gentlemen betore you 
cl\l!le in l<aB that I have never come to a meeting 
lese prepared ; I've had no preparation. And the 
quest ion I want to deci de on was , one, shoul d tte 
consider whether lie want any benkinrs legislation 
at all, and if eo what, and then particularly t he 
Brown bi ll , see? Now, we were just at t hat point, 
eee? 
Do you mind suggesting to him that other alternative 
that you suggested to us, the possi bility ot the 
study by Congress ot the whole problem rather than 
an ettort to solve it in anY pi ecemeal doses. 

\/ell now, as tar as Federal Deposit ie concerned, 
we are -oertectly willing to agree that there wi ll 
b e no legi slat ion. However, bei ng around legisla­
tion a l i ttle while, I know that it's a ~eat habit 
ot oeople in legislation - when they can t get ~hat 
they want , they 1~ant study. Now, 11' >~ e are going 
to have a delay 1n t hiA t h ing, all I want to under­
stand is that there is go ing to be no more ot thes e 
be~one goi ng up that plaoe any other agency on the 
d efensive . No~r, 1t we are going to have n peace 
treaty here, let's have one that goes all t he way; 
let ' s have no more lettero to Congress or anything 
else • 

• 

• 
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Now, Marriner says that it ve are going to have 
agreement, we ' ve got to have a surrender to the 
Federal Reserve ' s viewpoint that a complete study .. .. .. ... 
Now •• • .. •• • • 

\•fait a minu t e - I 1ve had this thing in my craw 
a long time . 

l~a1 t - I Just was going to say I hadn • t heard hi m 
say it today. 

Well, what he said is that he wanted a letter to 
Congress to make a study; that's what he and 
Ronald both say. 

Now, I have no obJection to a study, providing there 
is no propaganda spread betore the study is made ; 
that the study is a study made by Congress . There 
have been charts spread • •••.•••• 

You l;ant us to sprout wings, huh' 

Ther e have been chart s spread all over the country 
eholr1ng the duplication or examination that 1n our 
Judgment do not represent the true duplication• 
that exist. N011, all those thinGs have the etteot 
ot hurti ng the banking supervisory aut hori t i es. 
It gi ves the bankers an excuse to complain wherever 
t he supervisors or examiners criticize them. Now, 
it we're going to get together here, I'c tor getting 
together, but I'm not tor getting together and 
letting our powder get WQt and letting the other 
t ellows ' powder get dry. 

Well, I'm only a Chairman, eo - t his is the Committee, 
and in this case I happen to be innocent. 

Leo ' s po~·;der doesn 1 t sound very dry to me - or wet. 

I don ' t 14ant any powder. 

I haven ' t got any powder. As I said betore you came 
i n, maybe Delano would oome in here and say, "By Go~, 
the one t hing I want i s to get out ot the Treasury. 

I haven't even got any powder. 

I can ' t 1.mag1ne who Leo is tal]dng a bout. 

J.la;rbe he is talking about me, J ease , because I am 
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the only man that I know that 1 a prepared a chart. 

You had a lot to do w1th that chart, Ronald. 

I certainly di d. 

Are you through for the minute? 

I 1 m through for t he minute . 

Let me just see - ~;e got ltind of talking here in 
:tables. \·/hat do you (Crowley) recoomend? 

There i en 1 t a thing that t he Federal Denosit I nsurance 
>ttlnts. As :tar as we are concerned, lie don • t want the 
Oottptroller 1 a offi ce, we don 1 t want anybody else 1 s 
office. \le are perfectly content. We are sati sfi ed 
with the cooperation ve are getting. But we don 1 t 
~~ant the other fellow t o go out and use any propaganda 
to try to trespass on somet hing that Federal Deposit 
has got. 

~/ell , I 1-1ant to say here :tor t he Comptroll er's oft1ce -
somebody there said they were the only peopl e that had 
confidence 1n the Presi dent; they didn ' t ask to be 
exempted rrom the Reorganization Bill; eo t hey are the 
only people who are vulnerable. 

Hi ght I add f or the record that nei ther di d we ABk to 
be exempted. 

God, you fellOI-tS are aenaitive. 

In fact, I •~uld very much have preferred personally 
to have seen the Comntroll er 1 s offi ce included with 
us if we were to be exempted, eo that tte would all 
b e exempted. 

Or none exenpted - either all or none. 

\'le were glad t o be included. 

You didn ' t take any steps to have it eli mi nat ed from 
the bill. 

~lhllt ? 

You didn ' t take anY Ateps to have i t eliminated trom 
the bi l l, did you - the exempti on. 

we were exempted. You mean ve di dn ' t take any atepa 
..... .... 
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• • •• •• ••• to have the exemption lifted, eliminated 
rrom the bill . 

We didn't do anything. 

Harriner, I Just want to uy that I 1 m the only man 
that ' s entitled to a seoond question because I ' m hard 
ot hearing. 

That ' e all right . 

That exolains it . I have never kno~m why Jesse was 
a l 'ittle deaf before . 

At timee. 

Good meeting. 

•uo epika da English, • huhf 

J ohnny, how do you teal? You've been looking after 
the Comptroller ror me. 

l·lell, I haven't crystallized any vie1o~point, Henry. 
I ' m inclined to agree with what Ronald said. I don't 
think that - I have talked at length with Preston 
about this thing - I don ' t t h ink he is -at least he 
wasn't the last time I talked to him - ready to make 
any direct recommendation. I certainly am not ready. 

I hate this oiecemeal business. The Brown bill I am 
heartily oppOsed to. I hate t his piecemeal sort or 
thing. We are going to end up with a hodgepodge not 
eatiefactory to anybody. And so I'd like to - I hope 
we report unfavorablY on the Broli'!l bill and do every­
thing we can to kill it. I don 1 t want to see the 
Comptroller's office moved over to the Federal Depo~it 
Insurance Corporation right at this moment. If any­
thing were going to be done llith the Comptroller's 
office - I don ' t say I would like this, but I

1
d say 

if anything were going to be done with it at all, I'd 
like to see it made an autonomous body and set off 
apart and by itself, an independent agency. Now, 
tkl.a.t • ...••.•. 
I would like to correct any impression, Johnny, that 
that comes from me . 
I didn ' t saY i t came trom you. I am spealting ror 
myself. 
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Everybody is eo damned sensi t ive. I am not talking 
about anybody. I am talking about- mr s elf nov, that 
I bel ieve in t he freedom or expression • •••..•. . 

I ' m awfully hard or hearing, because I didn ' t hear 
you indicate he had suggested it. 

He must have a guilty ooneoienoe. 

I think I'll have to say something now. 

lie 1 re going to make hi m say some t hing. 

Have to say something now. 

But I'm not ready to subscribe t o the Bro .. '" bill 
and I hope we can enlist the support or the ot her 
agenci es 1n the tight on it. I don 't beli eve the 
banki ng rratern1ty i s ready ror the Brown bill. 

I reel very strongly, Mr. Secretary, that the Brown 
bill would oe a very grave error at t his t i me . 

Who i s the author or the Brown bi ll? 

Prentiss Br own. 

No, but I mean the author or it. 

(Heart y laughter) 

This is the first good laugh I' ve had for a long 
time. 
I ' ll try a balloon, as Leo calls it. I'll try a 
balloon . 1 111 eay , •Leo Crowley.• 

You ' re balloon d idn' t go off that time. 

I don ' t know ltho i s the author or it . 

You want to kno~: the s i lent sponsor? 

The ghost ~rriter . 

If you ' re not so very timid, Jesse, you oould ask 
Prentiss. 
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I wouldn ' t hesitate. 

\fuere are you (Delano) on th1et You are hiding. 

Uell, I am the abol i shee , and I have the nervous 
reactions t hat go with that position . But I reel 
very strongly, Mr. Secretary, that the national 
bankers reel that they are entitled to a strong 
Comptroller ' s ornce. I kno'~ that definitely, and 
I do know definitely that they do not want it dis­
turbed, do not want i t moved. 

I reel t he same way about . it, I reel any legi slat i on 
at t his parti cular time would be most unfortunate; 
any legislati on would be most unfortunate. I don ' t 
think that Congress is in the frame or mind to 
approach the thing dispassionately or to - I think 
w1 th these momentous t.c rld events here that this 
th!ng had better si cmer t hrough at least the su~er. 
I don ' t think tte should have any legi slation. I 
t hink the Bro~m bill - I enti rely agree wit h !-!r. Hanes 
I t h i nk the Brolm bill should be killed, put al<ay. 

!4ight I be permitt ed to add, Mr. Secretary, t o what 
these tlro gent lemen hove s aid. I t seems to me in the 
l i ght of everything thot is occurring here and in the • 
rest of the l1orld, that bank examination is rel atively 
nn unimportant problem. On the other hand, I think 
it is tremendously important that all of us do what­
ever lie s ·~thin our power to b e sure that we have the 
strongest possi ble banking system to meet whatever 
income may come upon it as a result of t hese rather 
extraordinary conditions. So that it seems to me t hat 
t h e Brown bi ll cute orr an awfUl &mall sl!ce o~ t he 
cake, ~~d t herefore tor that reason anc because I don 't 
think that i s the best soluti on or the problem, I 
personall y would not favor thP provisions o! the Brown 
bill, if you t~uld like a statement to that eff ect . 

l·fell , I mean I 1m just taking ~:hat you are gi ving me, 
that ' s all, and like it . 

As far aa legi sl ation being piecemeal , ian 1t all 
legislation niecemeal? Are you going to go up there 
and write a p i ece of monet ary and banking legi slati on 
that would be all-inclusive? I never knel< of any 
legislation that was ever all-inclusive, but it is -
and I am uerfectl y - don't get me wrong - I am per­
fectly w1iling to leave the Brown bill in the hopper, 
provi ding that there is no other bill that goes i n 
there that does anything else. 
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But you 1 re talking a bout blll\k exal'linati on being 
very uni mportant now; it's only less than sixty 
days ago that it was all dlllDJl imnortant, d1 to your o,.n Federal Reserve Boll;d. accor ng 

It is important, but i t is relatively unimport ant. 

J esse? 

\'/ell, I think I can talk probably more intelligently 
on the Brown bill than the r est of you, because I 
haven ' t read it and don ' t know what is 1n it . Is it 
to abolish your office or put you in the FDIC? Is 
that it? 

tro-huh. 

Is that all? 

To transfer the fUnctions of the Comotroller of t he 
Currency - aboli sh the offi ce, transfer the fUnctions 
to the FDIC; that ' s roughly it . 

And take away the examining functions of the Federlll 
Reserve System also . 

Huh? 

Take a\f&Y the examining functions of the Federal 
Reserve System . 

Well, I don't think it makes a great deal of differ­
ence what tre mi ght oonolude. It i s doubtful 11' you 
will get any bank.1ng legi sl at i on at this sess ion o t 
Congress. 
\fell, you remember, Jesse - you have a good meoory -
I don ' t know 1f it was last year or the year before, 
but you remember Carter Glass asked us ·~re we going 
to recommend any banking legislation, llnd ue told h 1m 
was it last year or the year before? 

It was last year. 
\'le told h im that we ~:ould not, and t hen >Ill stuck to 
it and it pleased the old gentleman very much. Now, 
ror instance, we ' r e talking of suggesti ons made to 
me that I t alk to Carter Glass and try to get him 
to introduce the Bank Holding Bill , see, and one 
of the things I bB.d in mind was, to make oy own 
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cou~se simpler - i f you p eople would say , •;iell now, 
let s have no banking legislation; >:e are o'!>poeed 
to any banking l egisla tion, • or •;;e thi nk the way 
the Federal Reserve does t hAt t:e ehoul d have a 
Commissi on which ~~11 study the banking situat ion. • 
Of course , t hey i ncluded monetary ma t ters and joint 
responsibility betueen t he Treasury and t he Fede r A.l 
Re serve , and so forth. See? 

No1;, He are all busy nod I do n 1 t l i ke t o get you 
fellows together •.. . ••. • • 

I 1;onder about t he deei r ab1li ty of any re:~:·e study 
end coQrni t tees - I mean eo far as tt.e country is 
concerned . 

\/ell, you ' ve got the advocates here. 

Yeo . \:ell, i t ' s a pretty lont; otory to give you the ­
l:hc.t has happened to the itcser•1e System, >rhere Ye 
are; and u e are not eeeki n,; any po•;;er a t all , and 
all we ' d like to do i s to have Con~Tess understand 
j us t what the situa tion is , inasn:ucr. a s \'le are M 
a gent of Con 0;res!l and they e:cpect a hell of a lot 
that 1·1e haven 1 t any power t o d eal 11i th at all. 

l·lell , have they aslted you for Mything? 

\·/ell, 1·re 1ve go t numerous :-eques t s f or r eporte , of 
course , on varioua b i l ls . And i n connection wi t h 
t hat, for i n s tance, they a re l :u·gely of a monetary 
nature · thev Hant to Gi ve to the :i'ede r a l ::teeerve 
the oo~ers to control an~ f i x prices nnd expect us 
to be r esoonei bl e ror '":nint<>.1nin;; eco:lo:41c stabil1 ty • 
Anc 1t 1s· ~erely i n attemptinz to reply to that t~~t 
you get into th i s 1molP field of ~oney and credit , 
und i t 1e a d i ffi cult t h inb t o s~y where one ot oos 
and the other starts. 

The fO l d th~t has coce 1n ~nd the silver purchnses 
created an excess reserve s ituation - i t isn ' t do i nG 
nny harm today, that ' s true , except t~t it ma y be 
in subst antial part r espons i bl e for t ae very h i gh 
Government bond mlll'kc t . 

\•/ell , have you any s peo1f1o recommendations? 

No . 

\/el l • • • .•.. · . 
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11ell then, how could Congress develop any 1t those 
of us in charge of t h ese agencies don 't ha7e themt 
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Well, we have some. I mean we haven ' t as a Board -
I have some very defin~te recocmeneations that I 
would be prepared to make indi vidually, but I 
wouldn 1t want to go up and act individually; I would 
pr efer that t he Board - but as a Board we haven't 
got any cut-and-dried program t hA.t He are prepared 
at t~e time to go up before Congress and say, 
"Thio i s what we recommend.• I f a cornn1ttee was 
going to b e appointed, then certainly I would malts 
an effort to get the Board t o agree to soce program, 
and if it couldn't agree as a Board, then the indi­
viduals would have t o express their own views. But 
so far as haVing any bill or any cut- and-dried pro­
gram, we haven ' t got one at this time. 

And we have no - ~mat was said in our annual report 
and vhat was said i n the report the other day - it 
wasn 't certai nly in criticism of anyone, and i t isn't 
our i dea or our desire to make any fight or effort 
to get for oursel ves certain po11ers. 

As far as tho way I feel about t his thing, as to the 
Federal Reserve, if it were the wish of Congr ess t hat 
the Federal Reserve be t aken over as a Government­
owned insti tution, I personally l·.ouldn ' t have any 
particular objection - if that is whet Congress wants. 
But it's a questi on of trying to find out what is 
expected of us . 

Well, Marri ner, I haven' t heard of Congress wanting 
anything. 

You haven ' t what? 

I haven't heard of Congress wanting anything. 

Me. I i nterrupt you to say t hat we have before ue 
no! for the expression of our opi nion some twenty 
or t wenty-five bi lls which run the whole ci rcle froc 
left to right in concept of the Federal Reserve 
System and of the 1fhole banking f ield . Now, some 
o f those bi lls ••••• • .• • 

What do you do wit h themt 

We have to reply to t hee, Jesse. 

You make a reply. 
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Yea. We are i n this situation • • •• • •..• 

We can ' t avoid i t, and then we are called on, 
pressure is put on us •••• •.••. 

~le are i n this dilemma. If I were attempting to 
answer the Brown bill , I could say, "I don't think 
that is the best solution of thio problem," but 
if I were an i ntell i gent member of Congress, and 
there are plenty of t hem up there, I ~10uld say, 
"\/ell, 1~hat do you think i s the best answer to 
thi s?" And the 1·1hole field is then wide open. 

Now, I think there is a tundanental difference in 
anproach to the wl~le quest ion. I t is whether you 
approach i t with a series of questions or whether 
you approach it with n series of answers. Speaki ng 
for myself , I think the way to approach i t 1s by a 
series of ~uestions, to rai s e these questions and 
ask t~t i n due course of time they be resolved eo 
that the Federal Reserve System 1~11 not have im­
pooed upon it an i mpossible mandate which it could 
not ever s atisfactorily discharge , and that ~re do 
kno11 vthere Consress thinks we stand in this general 
scheme of t hings . ThAt i s HhY I saY exami nat i on 1e • 
but a small part of the ~Thole . 

No~, , i f I may, 1-!r. Secretary, anawer Mr. Jones ' 
question •••.. • • •• 

\'ihy not? 

••.••. • •• ae to the advisability of any general study 
at this time. I t h ink 1t tbnt study "ere approached 
in anything like a hurried or vindictive manner, 
which it ~~uldn 1 t be - no possi ble reason - but 
aooroacbed as an objective considerat i on of this 
whOle field, that we might ultimately hope to get 
e. sounder banking system. I can ' t see any obJection 
in the publ ic interest to that . Now, as a matter of 

fact .. . . . ... . 

\·1111 the gentleman yield juot a minut e ro r a 
~lho is it contemplated 1•10uld make the study? 

A commi t tee of Congress. 

A cocmi ttee of Congress. 

Either co~ittees or a joint committee. 
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Now go ahead . 

Now, before that committee, i n t he course of time · 
should be presented the views of all of us and or ' 
a great many other people who may know more about 
it than any of us know. And out of t hat , you, I , 
or anyone else ought to ·be able to crystalli ze our 
own final thinking as to what was the best answer 
and thereby help that commi ttee and i n t i me help ' 
Congress f i nd a solution. Nolt, there is no difference, 
in the way I see it, in such a committee as that 
approaching the subject and our problem right here 
now and today in relation to the Brown bill. \fe 
are asked tor our opinion, and no int elligent, in­
ronned man can answer what he thinks of the Brown 
bill without saying ~1hat he thinks about t his and 
this and t hi s, clear down the line, until the whole 
field is open tor consideration. 

Ronald, if you are going to have an invest i gation, 
isn't it a more practical approach to it if ue take 
these agencies and each of us appoin t one man and 
let us sit down and crystallize and get together 
and work out a program among ourselves rather than 
having a Congressional investigation, "h1ch I never 
have - of course, I am not in favor of any or them; 
anyway, I have never seen any good come out of any 
of t hem, as I remember . But that ' s a pretty broad 
statement. 

I think it' s too broad a statement . 

Yea, but nevertheless I t hink you 've got intelligent 
people i n all of these departments who knot~ the 
practical side of this thing, and I refuse to believe 
that we aren ' t tolerant enough of one another ' s 
vie~~oint to get together tor some constructive 
approach and t hen go to Congress and say, •Here is 
our recommendation. • 

I came on this Board in February or ' )6, and :nost of 
you men who a re around t hi s table are probably i n a 
s t ate of complete boredom with me, because during 
all that r ather long time I have consi stently advoca­
ted· Just exactly lfhat you and I are advocating, and 
I have raised the question repeatedly why three or 
t our or five intell i gent men, interested in serving 
the public, couldn 1 t e1 t down and wrk out a program; 
but in three and a quarter years on t he Board I have 
come to despair of that as a solution of it; why, I 

don ' t know. 

• 
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May I Jus t talk a minute on t batf Last year ve 
sat around after - what was it , two or three mont he _ 
and we did work out a more uni form method or exMi­
ni ng 1banks be tween Feder al and State agencies , 
d1dn t we , and that is in ettsot now. Now, j us t how 
far di d t hat go , Leo , as far as Federal and State 
banks go - exami nations? 

I think t here are some thirty-seven or thi r t y- ei ght 
States usi ng i t . 

Are using what? Just take a minut e • • .. ...• . 

The complete examination forms . 

I mean - and t he !'ore a8 between the Cocptroller and 
the State banks is • • ••• • ..• 

The form between the Comptroller and the FDI C i8 
i denti cal; there is a little difference between the 
form or t he Federal Reserve and the Cocptroller and 
the FDI C. 

But holf about as bet>roen . .•• • • . •• 

But practically speak1n(; , 1·1e are not far apart . 

But as betlisen the Comptroller, FDI C, and t ho State 
Superintendents? 

We are all pretty well in agreement. 

Well, I mean there is an e xample or what can be 
done. 

I t ' s a pretty big step, too. 

And we had t he devil' s o1m time; I never worked 80 
hard on anything in my life, 

You and me too. 

But I di d it. 

Huoh blood wns sweated. 

1 bout the _ nothing i 8 accomplished 
lfell , you r e aski~~~ut doi ng a lot of sweating. But 
~d~idd~~o~~a~dwthers was a concret e problem. 
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Now, talking for t he Treasury, I hnve been all - I 
have appeared on the Hill four or f ive times on this 
monetary business . 1•1e are si tt1ng here n01·1 thinking 
about 1·1hat would happen in case of 11ar as far as the 
varioue markets are concerned, places where oeople 
buy and s el l . And if you aok me today, do I need 
any additional legi slation or do I knou of any agcnc:f 
uho i s charged H1th the responsibility of supervi sing 
markets that need additional le~1slation , the answer 
is, "No, the only thing 11e need i s to have a meeting 
of minds and decide tlhat we shoul d recorutenc! to the 
admini str a tion , as to tlhat 1·1e think shoul d be done. • 
Nou, i t ' s damn hard work. But t he . . • .. .... 

J.tr . Secretary ..... . . .• 

Could I j u s t say one more thing, Leo? Do you mind? 

:::-o .. ley: No. 

~ . . :. J:- : I d idn ' t study that report , bu~ I di~ see the lines 
on the chArt of the vari ous overlappin0 o! bank 
exanination as enci es , and from a very cursory glance, 
if you don ' t mind my sn;ring no , I thought that chnrt 
11aa unfair , and I don 1 t thinlt in t he report there was 
any r ef e r ence to the damn hnrd 1'10rk all of us di d 
last year to1:nrd Get tinG uniform banl~ e:<amin :>.tion . 

Yes , there \It'S , !:r. SecrPtt>ry . 

1/ell, \Jae there? 

Ye s . 

\/ell in the char t I sny - that ' s the only chArt I 
di d ~ee _ it blinded me, 1·11 th oo ml\l'IY lines crossing 
eaoh other; I couldn ' t go any further. 

1 i t r ted i n at t hi s t i me 
But I think t~e are al ~ :v:~ keel and getting 1t 
keeping the co~nght~ybo~t:r than it 19 goin£ now, ~nd 
going a damn s e ose could be ser ved 1! 
I don ' t know what goodrp~~the bankin£ situat i on . 
we apolied P canhop~n: some things definitely ln 
l·lr. Eccles says e ~i with thea ; if I were, maybe 
mind . I am not rami ar 8 t there are so mAnY 
I could treat them bet!er.I f~el _I have t hat s i gn 
things to do , ~d the"D~~s i t contribute to recovery?• 
over my rnd1o t eret I till apoly' and I wonder if 
And that 1s t he tea . s do in con~ection with 
there 1s anyth1ngtha~1 ~ld contribute to reco7ery. 
banl~ing matters 
Nov, t hat' s what I 1,-ould like to ask. 

Regraded Unclassified



Jones : 

H. l·~ . Jr : 

Jont-a: 

r. . ~.:. Jr : 

Jones: 

- 17 - Z86 

I wouid like t o ask Mr. J ones - he is I should 
say, ess - I shoul d saf he ~s more n~arly neutral 
than anybody else , and Jus t •••• • ...• 

Do you '~ant • ••...•.• 

I just want to ask you a question: I s there some­
th;ng that we, with all the vast responsibili ties 
we ve got, can do to h elp contribute to recovery 
at this time, ae far as bank legislat ion i s con­
cerned? Is there something we need? 

No , I think the main t hing we need is cooperat ion 
among ourselves. 

Amen . 

Following the di scussion of the Brown bi ll Just a 
little, I think if we had any l egislation - I doubt 
if we ought to have any or i f we can get any - but, 
dealing with t he Br o,·m bill, I agree that it wuld 
probably be better if the Comptroller was made an 
independent agency somet hing like Johnny suggests· 
that he be ex-offic i o a oember of the FDIC Board;' 
that you des i gnate a member of your staff as ex­
officio member of t hat Board; and that a member of 
the Federal Re serve Board be ex- officio member of 
the FDIC Boar d ; and t hat t ho Federal Res erve and 
FDIC b e r equired to accept the findings of the 
Comptroller of t he Currency as to solvency of beftks, 
\~i th only a right of examinat i on t~hen some circum­
stance '!)Oint.s t o the t act that we are not sati sfied 
with it - I mean the FDI C Board not s atisfied with 
1t· or if this Board here (Federal Reserve Board) 
feels i t is not so.t1sf1ed, or 1f you (H . ~:.Jr. ) feel -
if your representati~e telt he was not sati sfied, 
then hs.ve by &6l'eement a special examinati on of th!l t 
bank. I would confine it, just get i t doh~ to the 
l east nossi ble number of examinations, and let that 
be - and as far as national banks are concerned, 
let that b e with the Comptroller of the Currency. 
I t hink that would be a si mplificat ion that woul d be 
helpful to all of u s ; I mel\11 to the ~~hole banking 
s itua t ion. 
I doubt if you could get anY euch legislation or anY 
other legislation at this session. I don't think it 
i s necessarY t o advise a gainst the Brown bill, or 
desirable. My answer t o it would be that i f we Just 
this Coomittee, whatever you call it ••. : ....• 
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Call it the I nterdepartmental Committee on Banking. 

Say, "This committee has no recommendations to make 
for banking legislation.• That would be about all. 
But t hat doesn ' t - the point I 'm making is that that 
doesn't defend the Brown bi ll or the Brotm - the man 
who put it i n, or the adherents of 1t, if you just 
say you have no recommendations for bank l egislation. 

\fould you be willing to add, Jesse, that in a meeting 
of t his committee is not a proper time tor an~ banking 
legislati on to be cons i dered? 

I would just say you have no recommendations. That 
gives it. 

Or would you put it the other way around, that we are 
not going to r ecommend anything? 

\fhat I mean is that if you 've got none to recor.wend, 
~;hy , Congress is going to accept that as - t hat no 
bill 1·11ll be passed ; tha t 1 s my opinion. 

~fell , t he Board I don ' t t hink would do that. In the 
first place, 1·1e have alreadY made our record. lie 
made an annual report up there and we made a report 
the other day. 

You didn't recon~end any legislation. 

That 1 s right. 

That's what I'm t:U.kin2; about. 

We didn • t recommend any, and I think t:e ' ~e got to 
stand on the reports that we have made, wnich were 
to the effect that we f avored a ...•. •.. • 

A study. 
l an of a co mmi ttee to study t his whole 

••••... . . a P that doesn ' t necessarily say - why do 
field . Now, t di d? The purpose of studying 
we want t he thing s u e And t herefore we oan 1 t 
it i s to get leg1slati~~e said •we t hink you should 
come out and saY - 1~0 formuiate a legislative 
study this thing so ~~ ~~me out and say t eat we don't 
progr81D, • and we oan 
favor any l egislation. 
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At t his session' 

Well, I • ••..••.. 

That's the thing. 

At t his session. 

You can s ay, "At this t i me. • 

Z88 

As a practical matter, I know damn well that no 
such committee should develop legislation, and I 
don ' t think we need to say that a committee should 
make this study and then say lte don 1 t favor any 
l egislation. That just wouldn ' t be consistent. I 
think the Board would insist upon standing upon the 
record. I t hink they will eay t hat th1e thing has 
already been discussed and consi dered and they ' ve 
made t h e record. 

You mean t h e recor d now or tbe one you're going to 
:nake next week? 

\ie 1 re not going to make any next week. I aean the 
record we ' ve got now. Now, if Congress should tell 
a committee -I mean should appoint a commit tee ••••.• • 

No~t, llOif i s t hat going to be done? \1l'>.o.t i s going 
to be tho mechani cs of this committee of Congress? 

liell, you 1ve all kinds of col!lllittees i nvest i gating 
all kinds of pro j ects. liben the Federal Reser ve woe 
originally s et ~. i t wa s set up as a result of a 
committee of Congress that was appointed to study 
the whole subject. 

Don't you think you have enough i nvesti gations going 

on now? 

Too many. 
\iell, you always have them. - you •ve got your Honopoly 

Committee and ••......• 

Take a vacation, take a vacation. 

You oan 't. After all, t he damned econooy keeps on 
goi ng; the respons i bilities change. 

Take a vacation. 
So far ae t he Reserve s ystem is concerned, it ' s about 

as i mpotent as it could be . 

• 

Regraded Unclassified



H . l~ . Jr : 

Jo::es : 

:rcn·lcy: 

-.:ns:J 

:1 .: .. Jr : 

:'E'lnno : 

- 20 -
::89 

Hr. Secretary, let me say as far ns we are conce~ned 
that since October t he relationshi~ between the -
Comotroller ' s office and ~ederal Deoosi t Insurance 
has been - we haven ' t hed a bi t of trouble we have 
cooperated . And as far as t he Fed is conc~rned: .....• 

Excuse ree - di d somet hinG hapoen in October? 

I think so . But I thinlt thnt all of your men 11ill 
any - and as far as the Fed is concerned , the i r men 
heve ~10rked and coo-perated. No1·1, you don 1t na1•e 
trouble between the chief examiners or the exncincrs 
or the technical staff or these three age:~c !es . It 1 e 
jus t r i ght >rit h1n the directors themselves that you 
have t his difference of opinion. 

Pr i ma donnas you mean? 

That ' s right , the pri ma donnas. And the staff the~­
sclves and t~e Federal ~eaer~e banks out in the 
twelve di stricts all coooerpte with P~l of us, and 
I don ' t knol'l of any trou'ole . And I don ' t think you 
have ~~d any complair.t about the coopera~ion from 
our office 1·1ith your tu~lve FederP.l Reser ve banks . 
The 11hol e difference of opini on is r i ght hel'e . 

I s there a d i fference of opinion? 

Hell we m1 --'lt as 1·ell be t ruthful a'hout the thing. ' &• ~ i t ' • "- t I Everyone seeoa to be joclteying _or a ?OS .on . """ r. 
the use of all of us duck1n · t!.e thi ng? 

• 

Let a:e say, :.:r. Secrettll'Y, I eo no• Jocl:.ey~:JC t?=. any 
oositi on at &11 and I h~ve :10 ~onclusion w~tsoa.cr 
as to \/here the exao1n1ng runct1on s!:oul.d. rest . I 
have a very definite personal reeli~g •~-t after 
neventy- five years of continuous ano. eJ:cellent 
aerv1ce . . .. ... . . 

en your part? 
on m art. •.•..•... thnt the Comptroller_' a office 
shouidp not casuallY be thro1m to the 1·msteoe.sket . 

Thank you very much. 
el t hat in 1toelf i s somet hi ng tor which 

1 Just f~sm1liar vith Ameri clln bank.1ng can !'t\iee 
any man d a1 e i t pretty daJlll\ loud. llo\1, where 
his voice an r 8 rest 18 a question that I ~h1nk 
it flnall! coComes t~ller an~ 1.:r. Eceles and Mr . Crowle:r 
you and t r.e !ll!) . • r t1 d and Mr. Jones might, as I s~id to you oe ore, n 
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out and conclude. But ae to taki 
is seventy-~ive years old and n~a thing that 
aside, that doesn ' t seem to m c~su. ly brushi ng it 
procedure . e 0 oe vecy orderl:r 

Well, may I interrupt a mi t 1 
all busy. Let' s ge t t hi nuie You fellows are 
do I t h s . have been asked 

avor t e Federal Reserve plan or bavin ' 
Congressional committee s t udy the banking an~ a 
monetary s i tuation of t his country and I ~ ld 
liks to get a yes or no reoommendat1on. u 

My vote is no, with all due respect to t he members 
or the Board that made the suggestion. 

All right, let ' s •.••.•.•• 

Tha~ i s based upon the tact, I'd like to say - .... . . . 

Please. 

• • • .. •. . • - based upon t he fact. I think the country 
i s better ott lr1 t hout it. 

Just let ' s get this down. I ' ve got to t ake a positio~ . 
Johnny and I do . How do you (Delano) reel? 

• 

\{ell , I don 't see obJection to a s tudy, 1-!r. Secretary. 

Yes. At t his session? Bri ng i n a report this session? 

No, not t hi s session. I'm opposed to any legislation 
at this sessi on, or a.ny study that will crystallize 
in l egi s l at i on a t this sessi on . 

Johnny' 
I am opposed to the report for the same reason that 
Jesse is, anc I am not opposed to a study being 
started and a real serious one being started by our 
own agencies - t he tour of us here. 

Interdepartmental . 
Interdepartmental study. And I retuse t o believe that 
we can • t g et together and wrk out a program, unless 
we ' ve got some selfish motive, and I don ' t agree that 
lte have. So I think we can get together and work out 
a program here that will be a real solution. B'l I 
alll opposed to anY more Congressional investigs tion. 
We ' ve got too damn many going on nov. ·· 
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I am opposed to any study at all. I ao tor sitting 
around the t able and working it out . 

Nolt let me Just come baok - these peoole - two ot 
t hem say we should have an interdepartmental stud 
and no Congressional study. How about you (Jones1? 

I ' m agreeable to that . 

Dan1 

\'I ell, I thi nlt i t 1 o probably better not to have any 
Congressi onal study at t his time . I think it i• 
advisable that you get together and cooperate. But 
on the other hand, whenever you come to t he con- ' 
elusion that you need banking legislati on, I think 
it i e desirable that we heve a very intensive study 
by Congress before they enact legislati on. I think 
the mi stakes in the 1935 Banking Act were made by 
trying to rush it through. I think oi stakes were 
made i n thet Act, and I think mi stakes were oade 
in rushing through the FDI C Act , not deciding then 
where it' s going to be or deciding ita relation 
to other banlting agencies . I think the same mi stakes 
will be made no~r. 

It you don 1 t have a study now. 

~lhenever you get ready t o have legislation, there 
should be a oroper study by Congressi onal committees. 
It took five' years to get the Federal Reserve System 
after the study ,ms made, and every piece of maJor 
banking legislat i on t hat we hAve had in the past bas 
taken fron two to three years. 

Danny, wouldn ' t that follow autonaticallY when the 
proooeals of this committee - say, tor instrnce, 
i deali stically, we could all agree end bere 1s a 
program, a, b , c, d, e, and >re submit that program 
t o t he Banki ng and Currency Commit tees ot Congress. 
vtoul dn o t 1t naturallY tollo~' that a subcoomtttee 
woul d be apoointed to hold hearings to go into ~his 
very, very exhausti Vely before they dO anything 

I think it would. And I thi nk they >~uld have out­
side peopl e in· 

t~uld be crystalli zed on our v1el•'Po1nt as 
was the proper procedure and what ought to 
trom t he practical standpoint. 

Then we 
to what 
be done 
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I think that would t 11 tninly it should be do ow, yea, but I think cer­one . 

As a visitor, Mr. secretary, may I remark? make one more 

\fuat do you mean "As a visitor" ? 

I'm not a member ot t he committee, inv1 ted to attend. but I 11as juRt 

Yoo;.':e-e elected. 

You don ' t think you 're going to s ide-steo the 
responsibility by that little speech. GOd! 

!~r . Hanes' aooroach i s just exactly what I most 
object to . · 

You most object to •••. .... • 

Yes, in the we.y ot banking le&isle.t ion. I t 1 s 
al1mys been, tti thin my recollection, the oolicy 
of some group of men i n the government to. think 
that they know all the answers to ell t he ques­
tions, end t herefore they cook uo a piece of 
banking legislation, wrap it up ln a neat and 
promising package, and hand 1t to Congress and 
s et a hell of a fight and the general impression 
t hAt somebody is t rying to put something over on 
somebody else. No11, for once during my lifetime 
I ;1ould l i ke t o feel that, i ns tead of knowi ng all 
the answers, we know ell the ques tions, and that 
we could go to Congress with those questions and 
ask Congr ess, whi ch i s the final arbiter of the 
whole problem, to deo1~ e i n the light of what 
everybody SP-YB, no t ns t he r esult of a comprom1r e 
reached around a t able, uhat i s reallY in the 
public interest. 

Now, I don't think Mr. Hanes qui te thinks through 
just exactly 1<1here he comes out . He seems to me 
to come out exactl y \there !~r. Bell suggests l{r. Eccles 
carne out in the Banking Act of ' 35 · Now, i t seems 

to me ........ . 

Didn't come out at all . 

· It seems to me all import ant banki ng l egislation 
in this oount ry has been rushed t hrough, 1n spite 
of Danny ' s t i me eleoent, as the result or some 
emergency which the country has raced. We are 

Regraded Unclassified



C'rouley : 

:\pnsom: 

C:-ouley : 

H. !·!.Jr : 

Eccles : 

J ones : 

Eccles : 

H . :~ . Jr : 

J ones : 

H . l~ .Jr: 

Jones : 

- 2~ 

facing no banking emergency nov; we are racing 
emergencies that relAte to a great many other 
t hings besides bank examinations in the whole 
f i eld we are discussing. And I do not know ot 
a more appropri at e t i me than i n a quiet ?eriod, 
so tar as t hi s f ield i s concerned, tor Congress 
in an orderly we:y to oon ei der t he viet~s or every­
one who has any interest in it. And as Johnny 
says, ,.men you get through wrapping up your nice 
package, you then have the same hearing you would 
have had betoro; and I don ' t know what the essen­
tial d ifference ie except that you s tart with 
the answer instead of , .. 1. t h the question. 

Ronald, v1hen you get into that kind ot Rll investi ­
gation on the eve or a Presi dent i al electi on, 
you are opening up a lot or trouble tor yourself' . 

There i s always some reeson why Congress can ' t 
undertake t o solve its own problems. 

Congress likely wento to, but it seeos we won 't 
let them. 

Could we 6Bt t hi e? I t ry to keep these t hings 
do~rn to an hour trhenever you f'ello>rs come here . 
Could you - '~ell, a t lea st, could we agree that 
t his committee ~~s no recommendation to make fo r 
banking legislation at this Congress? 

\/ell, the commi ttee AS such has never made recom­
mendat i ons, has it ? I moan we ' re an informal .•..•. 

Even eo, suppose we hAven ' t . AssuMe ~hat we 
haven ' t . 

I mean individuallY· ····· · ·· 

I made a recommendat i on i n writing for the ~irst 
time a rew days ago to the At torney General , I 
never made one betore . 

I thlnk that ' s t<hat you ought to do. I've got 
this t hought , it I could Just have a minute . 

Two minutes, three minutes. 

This adminis;:a;~~~m~~~s~:~n ~~ey~;xa~~a~~1~~~ng 
we should ha .~thin t he s ix years . we are going 
about by now, ., .. 
1
nto another admin1strat1on ••..•.•.•• 
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May I ask you gentlemen 
Pres i d ent to t enninate 
etill exi sts? I Oon't 

Al ready terminated. 
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how you propose for the 
the banking holiday whi ch 
think he has •....•.•• 

Are you going to leave t hat undisposed ot? executive order all 

I didn't kno'~ 1t ~tae there . I ' ll b et the 
not t'1enty peor.le 1n the bnnlts .... ... . . re a re 

Ever y bank has on ito wall a license trc~ the 
Secretary of t !-.e Treasury under >thich 1t. is 
operating. Have you e ver re~td that license? 

Never have . 

Hight be enlightening. 

·.!ell , I ' n not ~tfraid of it; I don ' t care whet it 10. 

I ' m not afra i d of t hi s either. 

Nor AnY other - M long ns they run the bank right . 

'1Te have v e ry d ifferent responnibllitl.es - very 
d iffe:-ent, 1 t seems t o me trom the other a gencies : 
t h e Cot~p,;roller o f the Currency or t h e t':>IC or the 
RFC, for t hat !!'.atter; thnt ic, we are looked upon 
by the pcblic , oy Congre~a pnd a lot of bankers , t o 
do certai n thlnt;s that ve Just :111.v en 

1 
t the :>ouer to 

do ; 1\S a central bank in..; J!lechani sm, ••e sinply do 
not neve the 'Oo·:er t o runctlon as a central banlt . 
You take t he :. ann t h18 i s no cr:t1c1Sc of the 
Trenaury Rt all; but d•Je to the ext:raor<ilnPry 
s itua t i on t hat has developed i n t he l ast few yenrs , 
~11th this !'.uge JOld in !lou t hl! t has co:Ie in here, 
the silver purchase ~rogr&a. and a :~oe t unusual 
:nonetarY situa tion - tl'>.'\t bPs oo:r.-:>let el y chnnKed 
t h e >Ihole function of t he Reserve Sy~te:n , and we 
nre 'Or etty l RrgelY a rne chnni cnl set- up and tha t ' a 
about all· Now, 1 1m not objecting tu that . All 
I ' d like t o do 1s to get the d1v1o1on, or to rind 
out >!hat obj ectives we 1ve got to -pursue , >thnt are 
our objectives, >Ihnt io eJCPected o! the Federal 
Reserve Systetl, Just what the devi l are we t o do? 
Now t h e eoaotroller knows; l'>~s statute gives him 

c~rtain definite Job to do . Toere isn ' t any ~uest1on as to Just what he is to do with reference 

• 
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to examination. But '"e are not in tuJY such 
position. 

I n other words you are impotent. 

~le ar e e.bsolutely Just that. And ao a resul t we 
are being- attacked trom nll sides; innumerable bills 
are being introduced in both the House and the 
Senate to make of the Federal - to make a 100 
percent reserve set-up and give the Federal Reserve 
extraordinary potter. There are other bills set up 
tor a monetary authority. There are other require­
mente with reference to abolishing the Federal 
Reserve System, and eo torth. Now, you ' ve got that 
group or bills or that sort, and we are just con­
stantly he.rassed with reference to views on all or 
these quest i ons. And as a central bank ~~ are 
looked upon in a very different light than merely 
the banki ng agencies that deal with the question 
of exami nation, and it gets into the mone t ary field. 
And 1t isn ' t thnt there is any di sagreement between 
the Secretary and tae, an the press tends to point 
out . I am not Jealous of the prerogatives or the 
Treasury in this field. All I t·rould like to do is 
t o have the responsib1li ty placed tthere it cc.n be 
carried out. lfe are in a spot over there where we 
just don 1 t know uhere t he hell ue are, to be frank 
about i t, and what tte can do . And it may ' ~tell be 
that the Treasury should ho.ve the stock of the 
Reserve System. That is true in nearl y every other 
country. And nerhaps it should ha~e far greater 
responsibility and authority wi t h reference to 
central banking. It wouldn't be unusual; it ' s t he 
condit1on largely throucllout t~e worlC. today . 

All I an trying to do is to try to get an adJudi ca­
tion or this thin;;. I 1 m oick and Ured or sitting 
over there, on the apot, and having the appArent 
responsibility that we have, when the tmole darn 
situation i s cheJ\ged and ve are no t up to date at 
all, our authority is not in anY degree in accord­
ance w1 th t he s1tua tion thn t exists today· Nov • 
that 's t he way I feel about it and now we have told 
Congress that. I mean that ' s t he reason tor this 

report . 
And the Secretary - last November I talked to the 
President and I came over here and had lunch with 
you (R.M. Jr. ) , you remember, and discussed it so 
that there wasn't anything at all t hat was done 
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t hat wasn't nlready discussed wit h r eference to 
the quest ion or making a report at that tiae . 
And a t t hat time I didn 1 t kno11 whether t he 3oard 
would make a report on t h is sub Ject , end i t was 
l ater decided that t h i s report would be oade. 
They made the r eport . N01·1 ~1e have given !'lot ice 
to Cong ress. I don ' t gi ve a damn lthe t he r t here is 
any legi slation. 'le have d l s chal"g ed our resoonsi­
b 1lit y as an a gent of Cong ress by ooint1ng out to 
them what 1ve consider t o be the s itua tion. !low, 
i f Congress doesn 't ohooee to do anything about 
it, then as far as I an concerned I ~~ not goine 
to {JO and try tO s tir t hem to do SO!:lethlng about 
it. 

But I am not going to say to Congress, •we have 
changed our minds now and we don ' t t~~ we should 
have a committee to study this thing and we don 't 
think we should have legi el ption, • because I do 
t h ink they should have a co~ittee and I do think 
we need l e gislation to clarity it, ~1het!ler we get 
it now, next year, or some other time; that ' s 
another matter. 1/hether Congress does that or not, 
we have discharged our responsibility by making 
thi s report, and i t is now up to Congress . And if 
t hey trant to kno~< whnt IYC t h ink, we 111ll saY , " 11e 
do think ue ough t to nnve a conmi t t ee and we do 
think we ought to have l egi slation at such time as 
you have a sufficient opportunity to s t udy this 
whole oroblem and take i nto account every aspect 

or it :• 

t·~rriner, you don ' t s too with Jus t sending un 
report; you sent your letter th is week askinG 
to haVe this s tudy. 

I know ~1 e d i d . 

you r 
the:~ 

1·/hen you send u;> your report you have fulfilled 
your obli gnt1on, but you don 1 t stop \·lith that . 

The reason for t h i s reoort t h is week was due i~ 
the _ to e. r e;>lY that ;,,e made on this price e ua-
ticn. \ie 1.1erc p re11eed on

1
the n q~~s~~o~h~~he.>~~r~~~ 

s1 tuat1on lie ma de a rep Y o · d t c r i t i ci sm · eevernl speeches were ma e, 

~~~yp!~~~cul~~!Y~~u~~ew~o~!~eb~o~n;~n!~~~~1ve, 
Voorh!1i ~~ did was ,tust sia:ply anY >~e couldn ' t 
~~!nythlng, t h.'\t t hat w/18 . about all we said in 

• 
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t hat report . And so as more or lese of a supple­
ment to t hat thing, t o make it appear t hat we 
weren't Just trying to side-step reaoonsi bi l ity 
and trying to say there wasn ' t anything tte could 
do about t h e problem, •.....•.• 

And also in part, Marriner, tor t he ouroose o f 
trying t o a voi d the ver y embarrassi ng dilemma of 
making a report on the Brown bill as a oieoe ot 
p iecemeal legislation. !low, I ao tol d by one ot 
the Senators on the committee in t he Senate that 
he expects to ask for the views of everyone who 
is interested in t hi s whole question. He expects 
to have hearings very promptly on t he Brown bill, 
and he expects those hearings to go very far 
afi eld. No1~, ~~e cen c oms in and eay lfe don 1 t 
think t here should be l egislat ion, t~3t t hi s is 
not the appropria te t i me, or gi ve a co~pletely 
noncomcittal answer, which Jesse suggests, and I 
think we •.'IOuld st ill be called upon by that coo­
~ittee t o express our views on oll of the ques t ions . 

Tell it t o the committee. 

We are r1~~t up against it, as a matter of fac t. 

l·!e.y I Just say that - I 1 ve got somebody from the 
Canadi an legation out there - ,,<J. t h the hel p ot 
the people in t he Treasury ue wi l l prepare a letter 
Rtating where tJe stand on banking l egislat i on for 
this year . After ~e have got it, Duffield will 
circula te it , and ue will state our position where 
we are P.!l to banki ng legislation for t hi s oeeeion 
and then send it over to you (Eccles) and send 
i t to Mr. Crc~rley and l~r . Jones, so each of you 
can make your comments. 

Each of us can make our comments. 

Each of you con oake your coMments, and wde ' lli 'k1~en it if you (Eccles ) don 't min • 
ci rculating i 1 last _ t hen you oeople take 
se~~oita~oi~o~~s~e~pb:cRuse you have already 
!XPressed yourself. Duffield wi ll ride ~v~~~~~~r 
until we get so~ thing. t!~~=t w!-e 

0~1~e make the 
or maybe we can t, t~u;~king legislat i on for t his 
honest ef~~th ::s nothing to do with monetary 
seeeion, o f th see? But I >Jould like to 
control , nnd eo or . ' 

• 
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put myself on record eo that when any bi ll comes 
1n and we have to answer it, we can s1croly say 
"Here i s a form letter. This is the ~ the , ' 
Treasury reels . • And everybody will know hou 
we reel. And we will sti ck to that for the 
balance or the year, barring a war i n Europe. 

You think that would apply 1\8 an answer to the 
Brown bill , should you be asked? 

There will b e a torm letter that we will send 
out ; \<e w!ll 1·1ri te something. Is t hat all r1ght 
with you, Leo? 

Th15 letter would be on banki ng legislation, but 
doesn ' t mean t hat you obJect to a study being 
made tdth reference t o the whole !1eld or mone­
tary and banki ng which ve have rs.1sed. 

He says you can add your comnents . 

1·/hat I 1m going to say tor myself, I mean - and 
then the people can take a look at it - "This 
1e the way I reel : That right now I think the 
thing to keen the eye on the ball i s to get 
business going, and I can ' t see that there is 
anything He need in banking legislation to put 
anybody to work." 

Now that 1s the way I feel . llhAt7 

Yes, that ' s right. 

I mean I can 1 t see anyth i ng ttat anybody can do 
1n the banking legi slation, Jesse, tl'.at t:il:!. put 
one :nan to work. 

1-tr. SecretarY, may I·.···· · · · 

And that - I could talk tor ten hours and I 

1rouldn ' t get any rurther t~n t~t~~~n~r1:~r;. 
body can show me where a P ece I 
lation trill give one man a Job, ~,by, then 
would be interested. 

I don , t thi nk, l!r. SecretarY, ther~ i: ani ~~~~ t 
fundamental ditfer;~~~t~~a~P!!~~~r ~;. ·Eccles 
believe that at~· at there can be banking legi s­
has anY i dea ""' 
lation at this session . 
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No, I don't; never have had. 

I t hink he is trying to make consi stent a 
position r equesting Congress to make a study; 
as a practical matter, that study woul d extend 
over some months . 

Some years, 90sBibly. 

Possibly yen1•s. 

lie have made our record . 

• 
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Bron bill t ·~ \oaicb'. .Mt.obed. \o thb -~ are (1) 

a tt~-t b7 BIID.Q' ~ urctiiiC oouol14attoa of -'U7 u 

... u u b....,IIIC mtbort~, afhr a \bol'ftl)l.ni,J '117 .'co.crn•.~ 

oppodJI& the lima btlll (2) a ~ of \be llrowa btU, 8114 . 

(3) a •• PQ' of tbe nat-t which the hc!erel leeol'ft lloar4 hu 

ma&l on \hie •Jell\. 

lD e441Uoa. I haft t•lQ4 to both Ill'. lldlpolc!e 8114 

l!r. Clutoa, wbo boUeft that o-114atton of the Nlllt eTMh'IIIC 

e&ftllCiee te a hollow ...... u loDC u tben te the udarl71111C 

U...US. of eaperwieoQ' •tbortQ' bet- hc!erel 8114 1\ate 'bGldiiiC 

e&eiiClee. !hl!r oppo• the Jrowa lltll, n\ were pl'efti1H4 liT a leok 

of ts.e t~ wrttiiiiC a -rudlla for 1DClu1on with \beee other 

.soc-ate. 

I ....S.retu4 Ill'. Jb~ te pnpariae a etat_. at • 

reqo.eet telc!IIIC .alletuUallT \be ,_ poe1t1oa u Ill'. Qaetoa ftll4 

llr. ~U.. 

I 'llaft -' \be Callptnllu bfomM of wW - MiiiiC 

done nt haft M.-4 \bat TO« Ml4 ftCU8\ hie oplaia 4iftOt 

f~ b1a taetea4 of t.bao; \Jde .,..oet-. 

liD 
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1. !be Bill would &aeDd the J'ederal. a._... Aot effeoUw October 1 
19J9, to trane!er to the Federal Depoeit Iuuro.nce Co~ration all r-tio:_ 
now exerci~ bT the Boerd of Gonrnora of the J'ederal. Renne System the 
Federal Reserve banks, and the Comptroller of the Currenc;r, with rea~t to 
the examination of member banks of the Federal Reeene S,.ste natiODal. buka 
a.~d District of CollDbia banka, (whether open or cloaed) , and• atfillatea and ' 
boldine co•paey a!fillntes of such be.nb. 

2 . !be Bill would likewise trnnafer to the Federal Deposit Iuuranoe 
Corporation all other functions exerciaed b,- the Comptroller of the C~&TeDO)' 
"with respect to open or closed nati onal baDica and District beW (iDCllllin& 
the cbutering thereof) and with respect to -her banka• . 

J , !be Federal. Deposit In811rance Corporation ia authoriaed in ita diecN­
U on to accept the n a• lnaUona 118de bT State IIXUiiners of State baDica, in lieu 
ot IIXUii~tiona made bT the Corpora tion. 

4. The personnel of the Bureau of the Co•pt.roller of the Currenq and of 
the Board of Gover nors or the f ederal ......... Syatu, whose duties are trane­
fetted to the Federal Deposit Insurance CorporAt ion, nre likewise transferred, 
and provision i s !tilde for the protection of their co•pensation, pension and 
retiret~ent rights. Provision is also u.de for tho transfer of all funds in 
the hands of the Coapt.roller of the Currency deri Ted fro• assesement s on banks, 
and all funds held 1n trust b,- the Comptroller of the Currenc;r or the Boar4 of 
Governors of the Federal BeeeM8 S,.steoo with r espect to aey of the functions 
transferred. 

s. The Federal. Deposit Insurance Corpora tion b directed to C01180lidat& 
the 'I'UiOUS branch offices f:roa which eXPBlnQtiona Of bnnks are DOW ude and 
to c~aaion all «"'w1ners trane!erred troa the Bureau of the Collptr<>ller of 

the Currenq and the Pederal. Resene System. 

6 . !be tuncUon of the Comptroller of the Currenc;r to aaaess banks for ra 
the expenaa of en•' nationa 16 n sted in the Federal Deposit Insurance Corpo -
tion , but. the Federal Deposit Inauranoe Corporntion i s directed to pey fre8 the 
f unds of the corporation the expense of one exaa1nation a 7ear of each ~bcr, 
national , and District bank. 'l'he authority of the Board of Gover110rs of the 
Federal Reaarve Systu to assess .. abar banks tor the expense of IIXUiinaiion 

is repealed. 

7 . The Cooaptroller of the Currenc;r in of fice on the effectiTo data of 
the Bill ia to continl» to ba a direCtor of the Federal Deposit ~the 
Corpon.tion untU the .xpir&Uon of hie tarll of office as eo.ptroller o 
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s. The BUl doee DDt abollllb tU ott1oe ot tM eo.ptroUer ot tM o­
rent:'f, altho111b •n ot the '-Uou ot tM ottsee U"e tnuten'ed \o tile 
federal Depoa1t IDnr- CorporaUoa. A f• taaUou do DDt &ppeU' \o 'be 
tranaterred, e'11111l aa, thoee relatiJic \o 1._ Ul4 re~ ot ~ .,._ 
Ull'ft notee, ~ ot D18triat of Ool•bia cre4U adou &1111 ...-­
nsioo ot Dietriot ot OoluUia lnd1A1oc Ul4 loiiA aa-au-. 0. s-fta1oa 
o! the BUl preecri'llee tbat the hd.-1 Depoa1t ID.-- Corpout.ioa llllal1 
!\xrniah reports ot ne•I•Uon ot 6IfT aaUoaal. bat or Dietriot but \o tile 
CoaptrQller ot the CwreM7, altbo~~Ctl tor llbat parpc>M I 11 DDt cl.eR. 
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··-•• .. itlW '- lr .... til au; - til !II 
I 'I 8 •• ,. D l!M A . 

ftrr7 ~ ................... -6 ·-rw.~-. ·-
""" wttll ftlta .. te _. 111) I - ..oswwa - lte 19JI 

fOU..I I 
1 • 

1
111 ... WNtit aU•Uea - .. 

A. n.t ......... ·-- U I 5 nl et Uaa l$,11110 1sa1111, 

- WZ'4 et all1ela- •u-J.llab, ... tlla Nat 

atate llab. All •u-1 ....... u.a 10 ,.. eat 

et •'-'- Nab ve 111 en ot • J'.s-1. .. 1 sa 

•n.a. .&Mat 90,.. oeat an s. ... 111 • F.».I~a~ 

I • ft1a ~I I 'ftC ot llaab naalta 1a U1a1r 11a1ai MJae' 

to 41trerwt lao ... ~I ,_ ---. 

atate 1sallll ve nbjN\ to atata leea, ~ 

1an oo-w Ill til t11w r.»~I~a. , aut ou..r r.s-1. 

laura allPlloUJ.a to I ru et t11a J'.s-1. 1 " 

•n.a. 

D. !ba elljNtlw ot all ... , .... tesnalM u a __. -.a:­
lnc ocmllU.. aut an ,., I ,.., tl.olr ot 118011•17 Gl't4U, 

!'!WI oiiJNtlw .. 'ben 'be~ 111 lsar.elllial ...­

lftl. ....U.t ,.U.lN lllt.ll pol111a• Pll'.- 1a tM -

leaU.. aut ~ ot tilt ---~ a- aoor'••u.a 

bu -- ... '" Uaa 0P 'lluk -e'Mt.ioe pi'OI h 8 

"' ... t ..... d1ft-' ..,...,... 1: ..... tlla 

Jeaod ~ oet Ulat 1141ftenat paleta ot w ... \a 

tilt Ji ., .. "'. dlft...t ..,..., .. 1-n~ :a-1 

to Uf'tw s na 1a s' 1,, t. tM ~Uoe ot prta­

oSp'., et palJArW. 

•• !taw Jeaod I'll .... ..., ot • f' • "-1 .,..u. 
• .. to wllat ..... 1, 1la t.ba nliUw'±'p kt * 1111-

~U. ef •u-J. wt4it palte1N .... of lilek 

-~··•Uaa ... ~·· 
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.-.a. u. u. 
UaiO p. • 

'"''''' 
Dr. ret• 
Dr. JU.44ell (Cua41&D L.catl on) 

Dr· "' Uba. 
~~ We .tnoerelr hope tbat notb.liiS will 

bappen, biii""ie 'blnk n wolll4 be foolbar«J ·~ te 
be rea4J. ~ala, oonf14enUall7, n ban t.Un tbla 
aa•S.I" up wUh tbe a.bel"l of the 'fl'lpaMUe .Acree•n• 
aa4 I wCIII14 llke for the AdalnlatraUon to t.U tb11 
up w11ob JCial' Gon~nt. I baJIIIID to lulow &114 baYe 
•t ..a aa u adalnr of the Ullll-leoretii'J, .... 
Cluk

1 
a& 1t 1' won14 be pea.tble for b1a to Jllp • 

a tra111 _.a plaM and- down t-..ow 011' •~ 
I woal.d llke Yel7 •ob to 10 onl' w1 tb b1a an4 tell 
bla wbat: n baYe lD 111Jl4; wbat n 'blnk 001114 be 
done wUb tbl YU'lOIII ooape.nlea WOI'U• topther. 

ltL.__II All 1'11bt, I w111 do 'bat. 
lit 1ft ''iiiiJi""" w1.., bla. 

I wlll 

pr. Felli %on .-a the C!sm?f1 U fi'IUU7• 

W.ira WM' 4141 ••' 

• ..,r .. •w' .. " taa aald the 11'1 ua. 
Cll, ,... C.•attaa. I tb..pt _,lie 
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J!r• rt111 0u 7CIII Pbollt 1lP thla aftemooaT 

pr, Rl Oh, 711! Ytt. 

llll.ir: •• oonllder u ••rr 1aportant. •• 
are not ng po1t1, but we do read the ne'II'IJ)apere. 

pr, R: Yea. 

p . .rr: An4 1t ,,.,, at ., 1&1, toolhar47 
not to be rta47 to ..,t t h t 11 tuat1on, and what ., 
are trr1ng to do 11 aaltt plant 10 ., oan k11p Gar 
aarket1 gptn. !hat' 1 what we 11011ld like to do. 

~~ Well, I w111 be YeJ')' glad to 11e that 
that getlitErougb. 

BII • .Jra '!'bank rena enr 10 mob • 

•••• 
er· '111: Be111'7, 1t OOOUl'l to .. , 

know wba wtn on at the pre11 oonferenoe , 
oould ••'114 u1 a OOP7 of the a1nut!l. 

I don't 
1!' Barbert 

llll.lr: I oan 11nd rou 1011ett11ng auoh better. 
Do-.Jone'i'1iiiicil14 the thing beaut111.lll7· I unt 1t 
to the Wh1te Houee. 

'!'hen KoDeraott oan keep h1e re-

l!!!l..!l.r: I talked ooapletel7 ott the reoord. 
'l'h11 11 ~- art do1DS• 'l'h111 are our obJeoUY!I• 
I doa1 t waat JOU to MDUOD wal'o We talked abcnlt 
IMI'I!Do1!1

1 
.eD!J'&l phllOIOJ)bJo 'l'heJ haJI41!4 U 

beau U tull7, 
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1111r1 ~ 

operator1 

fQIJr: 
Karrr 
loodr1n&l 

IDIJr: 

•: 

J:DIJr: 

1: 

I!I[Jr: 

•: 

.. ...., laoll'lll&. 

HellO. 

RQ17? 

tee, Rarz7. 

•ut llollll-.yl the ee'lenteenth, at one o'olook at tiM 
llqtl.ower. I • so1D& to ha.,. a Y'Z7 e.U l·mo'eoa 
tor llo)' Robert• an4 lle111'7 • 'Ul ot the teuaa Olt.)' 
1\ar allll tr1ll1u Al.lu White, md Pr&Dk ~ allll 
ReiU')' Wallace, eoae ot the bo71 are ooa1D15. AD4 I'd 
11U to ha.,. .JOU Jo1D Ul. 

On the ee'lmteenth! 

fhat •e next lloada¥. 

Oh well, I -- ueuall.J the Preetdent hae •• tor lunoh, 
llarr)'. 

Oa -- at that ttae. 

KIIJr: Oa lloll4a)'. I -- I alw&.JI lunoh w1 th the Prel1dent on 
lloDb.Y. 

lf: 

HKJr: 

lf: 

HJUr: 

lf: 

HIIJr: 

Oa llo""'A.JI. 

I'• terribl.J 10rT7. 

Well, I'd Ulte to han .JOU and 1t .JOU t1D4 .JOU oaa oo•, 
w!IJ -- md that you're not solDS to be with hta, •IIJ 
&1•e ae a 1'111& aad -- tt' • Juet a uall 1Dfol'll&l lunoh­
eoa aa4 we'd be &lad to ha.,. 7011. 

that • 1 terr1bl.J n1oe, and 1f, 
tt ott, I'll let 7011 know. 

0. Jt. 

fllaak 7011 tor th"'""& of •· 
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HIIJ'rl 

opera\01'1 
H. Merle 
CoohraDI 

IQIJr: 

c: 
HKJr: 

0: 

HIIJ'r: 

Ct 

KMJr: 

C: 

HJ&Jr: 

C: 

HIIJr: 

0: 

I!IIJr 1 

0: 

Hl&Jr: 

0: 

HIUr: 

C: 

liP. GG•oll'iailulil. lo IIUel. 

Bello. 

Bello ... rle' 

Tee. 

'lha t. ha.,. 70u sot. t.o •'7. 

, 

3U 
jpi'U. 11. 1NI 
lila .... 

I'•• aot.t.en 1D t.ouoh w1th •••eral ot the people •••••• 

Tee. 

t'll1e 110m1D& I •• i the Mbaeu4ore aDd eh0n4 h1a the •••na• aD4 report.ed our ocxanreat.1on of laet. n11Jat.. 

Y ... 
'!'hen I M4e a.n appo1ntaent w1t.h the J'renoh 111nUt.r71 
then I telephoned the Nat1onal Bank ot 8w1t&erlaD4 ••••• 

Y.U. 

•••••• at. Zur1oh aDd reed the ae•eaa• t.o Ptenn1JI&III'. 

Tee. 

that.'• the ••••as• ot tnqu1rJ. 

Do 11 Ptenn1qer? 

Tee 

1rbo 1e lie? 

Re'e U.. f*~~'•' ul11tall\ t.o 110' "D. 

I'"· 
AD4 DOW.... U 1e 110 loqer OD \U •na&ld'e boaJ'I. • • • • 

I!IIJr: Teall. 

o: ........ : ~ t.o pt. Ptenn1JI&er. 

IIIIJr: .. • •· 

Regraded Unclassified



C: 

0: 

HYJr: 

0: 

HJUr: 

C: 

HKJr: 

C: 

RIIJr: 

C: 

HUJr : 

0: 

HKJr : 

C: 

RKJr: 

C: 

HKJr : 

0: 

RIIJr: 

C: 

312 

-·-
Alii M •U. lae wolal4 tate tlae Mtter U.e41ata~ u 
•l* ....... " Of \1M lloal"4 Of Mnapvat. 

rea. 

AD4 - ~ were 1••111& th1a attei'IIOOa -- the two 
ot th• wbo are La Zar1ob -- "" leaY1116 tor lel'll 
where tbe7 are to han a •••t1D& t.o.orrow of tJie 
t-.e ..bare of -- all three. One ot th• 11 na 
1a Bern, 10u eaa, -- the two otf1oar• ot the baak. 

Yeah. 

So tha7 are t o ban a board •••t1D& there · to.arrow ••••• 

Yeu. 

Coae14ar t h le, and then the1' ll t.alte 1t up with the 
KLD1atr, of rLD&noa of lw1t&erl an4. 

Uh-huh. 

Hello? 

Y ... 
~•1'11 taka 1t up with the M1n11tr.J of rtnanoa 1D 
lhr1t&arleD4 aa4 t ba7 11l phone M 1n anner ae eooa 
•• poaa1ble. 

Yaa. 
Probabl1 to.arrow atteraooa. 

0. I_. 

fhaa at alaYan -- t h1rt1 I went OYII' and eaw RQaff . 

Yeah. 
we both want 1D t o e•• Ra1JI&u&. 

Yee. 
Referred to a oon•era&t1oa of eo .. weete ~· · ·· 

Yae. 
Be eal4 tba poe1t1oD wae the ..... 
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HIIJra 

0: 

HUJr: 

0: 

HUJr: 

0: 

HIAJr: 

0: 

HlUr: 

0: 

PllJr: 

C: 

FBIJr: 

0: 

HUJr: 

0: 

l'.l!.Tr: 

C; 

HliJr: 

0: 

313 
-a-

rea. 
PU1.a t.a dU1 ••·•~ p14 &114 wnt. t.o ao .,..,._ 
"''• Ulat. wUl liMp t. oo'''ll 1D. 

r.u. 
And not. r1et &!17t.h1D& t.ha t. atp t. • t.op 1t.. 

tJh-hl&h. 

An4 now, I'•• alreed,J prepared a oablesra- wh1oh 11 --
on 1 t. 11 ooded pertl,y now • ••..• 

Yeah. 

••.••• a1•1n& hie whole oonYereat.1on. Do 70u wan~ •• 
to ~1&e 1t.f 

Oh, I oe walt.. 

But the u1n th1na 1e th1e, he -- he said that 1n war 
\1aee the UD1ted Statee mlaht be oone1dere4 a loft~ 
41atanoe trom Europe and that France would -- alaht. be 
the aoet popular place ot ourrenoy refuge. So he ex­
peot.e a flow ot currenc7 -- ot gold to oc•e 1nto th11 
OOIID\1'7. 

Well •..• .. 

A po1nt. he made to ~ oh11t eo• weeks aao too. 

Ah •.••.. 

Then •• .•.• 

I hope, tor h11 sate, he'• rl&ht. 

Yee. !hen he aeted •• ••. • 

Wh1 4on't. the7 et.op eh1pp1ng all th aol4 onr here 

tf -- tt t.bat'e eo. 
Yeah, 1t. woul4 e&Ye a lot. of trouble. 

Yeah • 
..,_, he 11&14 -- he aete4 1t I ha4 taken th11 ut.t.ar 
QP wt." tile Jr1t.1eh. 
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I!IL1r: 

C: 

J!J.IJ,r: 

C: 

mur: 

c: 

RIUr: 

0: 

iD&Jr: 

0: 

Bl&Jr: 

C: 

HUJr: 

0: 

!DIJr: 

0: 

HliJr: 
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T•· 
.. •aut • tlaa\ WiN, Ull I 1&14 t.ll&t. I'4 W 110 
OOD~et. wltdl t.u 11'1\llh on t.hll 1UbJ1ot., 11111 \!Ia\ 1 
IUIIIlll'lt.ool 1111' ooU~qU ln Loll40D wo'lll4 111 tdl•. 

Yleh, '!bat.' I l'llht. 

.AD4 that' 1 &I tar a1 I went. AD4 1ll aDIWel' to the 
Klll11ter'a queat.1on -- he 11ked 1f I wa1 solD& to 
telephone Butterworth on thh, ud I aa1d "JJo • 
that 1t he 11&4 aJ1.J l'lport to ukl he woulci .Ue u. 
41reqt.1J to 70u. 

that'• r1&)lt.. 

I t.ol4 h1a I wae 11111111 to tranaa1t 70Ul' •laa&l t.o 
the t1DaDo1al author1t1el 1n the tour oontllllntal 
oountr111 ud alike the repl1ea on thea to 7QU. 

I lee. 

An4 he aa1d that be def1n1te17 ta•ore4 the 1dea ot 
eonaultat.1on; he WaDta to keep ue 1nto~ed on h1e 
plaDal ud he ea1d, •Let'• oon11der thie the t1rat. 
oon1~tat1on now.• 

lla I !bat'• all rl&ht. 

lo he prooee4ed to talk a wbUe and he 1a1d that the 
plaDI were generall7 along the Unee ot laet Septellbezo. 

Ula-hull. 

!bat. th17 yqt.ed to keep tree troa torelgn exoh&Dse 
oont.rol. 011 th1 other hand, be 1&14 t.ll&t the -­
apreue4 the heaq bur4en -- wh1eh the pre1ent -- the 
Pl'enoh war plana are 1111101108 upon the !reaelll'J'. 

'feall • 
.AD4 he • 1 so ill& to take aoae aeaaure1 •1 thlll the nut 
t..wo weekli • • •••• 

•. ,.,, 
Regraded Unclassified



c: 

HKJr: 

C: 

HtiJr: 

c: 

HJUr: 

c: 

HW.Tr: 

C: 

HJUr: 

C: 

HW.Tr: 

C: 

!!L!Jr: 

C: 

l!liJr: 

0: 

!!I.IJr: 

215 
- 15 -

An4 no IIONtoriu. il ·•" 11 a a ed. 'rhe7 would not 
ant1o1pate M7 banktng hol1da)', and Aller1can tranllre 
woul4 aet all the 110De7 the7 wanted on their cheota 
and lettere of credit. 

I eee. 

He appreciated our bringing thie up and referred to 
the etrong bonde between our treeauriea, and ao on. 

Uh-huh. 

AD6 Rueff eald th&t 1f they had aeythlng more forul 
to glve me they would phone · me thle afternoon. 

I eee. 

The7 haven't done that ao I'a eend~ the aeaaage giY-
1ng thia expanded, that I 've given 70u now. 

Good! 

There'e Juat one thing-- at -- Juet a few m1nutea 
ago they brought me 1n a message whlch t he Ambaeeador 
had eent at t hree p.m. under number 717. 

77 ••••• 

717. 

Yeah. 

At three p.m. today. 

Yeah. 
I had showed h111 your meeeage and discussed the thing 
thie aorning, and this aeuae,e which tbey ehowed ae 
aaid that he had eeen Re7nau6 t.oda,J and that Re7na• 
had told b~ about hie plana tor tighte~ uP here -­
saYing .one)', and eo on; and aent1oned -- got on th11 
eubJeot of what they would do in oaee of war. 

Yee. 

And he eald that -- well, I think that - - - &n7W&:J 
he got the eusp1o1on that aome friends of oure aoroaa, 
JOU knOw •. .... 

Yeah. 
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0: 

RMJr: 

0: 

JOUr: 

0: 

H!.!Jr: 

C: 

HYJr: 

o: 
HUJr: 

0: 

IIIIJr: 

C: 

HIIJr: 

o: 

HKJr: 

C: 

I!I&Jr: 

C: 

!ll.IJr: 

C: 

-·-
...•. ~w _ _.... • -~- ... _. _ ..... ....._. ..... 

:cfi.%.r •ntnat":liit.N1'*7 ~;-;,-;.'":'"t.ri':i~ou. 
m.-llu. • 
All4 he toe a 1 t wazat. t.bat. • 

Uh-hula. 

But )'01114 better .ee that ae11eae then/ 

I'll 4et 1t. 

Alltll •••••• 

I'll &et. 1t.. 

'J'hen I 414n' t hear ~thin& 110re froa thea. 

'fhat. I I t.ba tf 

316 

I ea)', Rueff d1d not oall ae up, eo I preeuaed there 
wae noth1n& &1'17 110re foru.l that he wanted to &1n' ae. 

'fhat'e all rl&ht. 

All4 I talked to Oonrnor Jan11en of the lfat1onal Balik 

ot Bel&l•· 

r.u. 
Hle 1-.d.late react1on wae f&Yoreble. He e&1d he -­
a llke4 the ldea. 

ft1Pt. 
!lwD a talked wlth the Klnlet.er of r1nanoe, 

ree. 

All4 oalle4 .. back later 1n tu afteJ'DOOD, ...a a 
aake4 the ... e queet101l that. \IMf' .a &eked here -
whether I lid taken the •t.t.er up with tu Br1t.1ek, 
an4 I pn the ... e rep}¥. 

Yeah. 
ADa when I told hla th1e wae J uet a preoaut1onat1 et.ep 
be eald tb&t he wae etlll optla1at1o. 
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l!IIJr: 

o: 
HKJr: 

c: 
HI&Jr: 

C: 

IIIIJr: 

c: 
IIIIJr: 

C: 

HUJr: 

C: 

HMJr: 

0: 

HYJr: 

0: 

HIIJr: 

C: 

HUJr: 

0: 

ot- up at. Auwrtu. 

Yeah. 

317 

He aa14 t.ll&~ he wlll ~au ~he Mt.~er up at. ODOe nt.!l 
hle GoYernaen~ and 61Ye .. en anner ae eoOD u poa­
alble b7 ~elapbone. 

Ooo4! 

You "'• hi had w 60 t.o the Hque for t.ll&~. 

I aee. 

And hi MP}Ial1&14 ~hat 1n h11 op1.n1on • • • •.. 

Yeah. 

••••••• nothing ahould appear 1n the pre•• 1.n re&ard 
~o aD7 oonaul~t1on that al&ht be env1aagad or 
oona-~14. 

Yeah. 

Be at.at.e4 t.hat the pol1t.1oal e18D1f1oanoe thereof 
al&ht. pron eabarrua1D6 t.o •• oil. countr1ee ae h11. 

•l&h~ pron eab&rrue1ng1 

Yea_- I Man, beoau11 t.!l17 are going to be neutral u4 
1..-epen4ent., ~hl7 4oll 1 ~ wa&t aQth1D6 thet al&ht han 
eoH aort of a pol1t1oal oharao~er. 

I .... 

or ooolA H 1Dt.erpret.e4 t.hat. ..., • 

1 .. e -- I -.nt.an4. Well, we'•e- we'n aot. -
we oen t.Ka ..,.. of t.Ut.. 

X••· Allll atrur - whiP Mn• oalled ae 'baok 
laMI' he 11&14 t.hat. he he4 eiiD tha le]&Sall fti!UM 
w••t.et.er IID4 t.hat. tha lat.~er W at.at.a4 UIIOtflot.al~ 
~-~ fll'lt. I'IIOt.lon •• aliO faYorable. 
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KK.Tr: 'fee. 

0: 

HUJr: 

0: 

RIIJ'r: 

o: 

RIIJ'r: 

0: 

mur: 

C: 

HUJr: 

0 : 

HUJr: 

C: 

H!!Jr: 

0: 

RMJr: 

0: 

ht. llo W01IlA han t.o aH t.llo PriM 111nht.u, u4 
e1 \her lle or eoaeollo 1D t.lle baAit would call .. baok 
t.oaoi"'''W. 

Good: 

And t.alking in eort. of an uplanat.ol')' n.r, Jan .. en 
aaid, 'Row let.'a be oaretul and not. baYe any aia­
unduetanding. • He aa.Y• •Reaallber Belgiua ta 
following a policy ot independence and ooneoquont.l1 
auet. be •err careful.• 

Ri&ht.. 

He aa1d t.he people there were oala and are t.ak1D& 
but are taking 1t. aeriO\lalJ. 

Ript. . 

He waa 1n a group ot twelve that. met with the Xing 
yute~. 

I eee. 

On -------- --- Juet th1e aort ot thing. 

Ull-huh. 

And he ea1d thAt they don't want to appear too an­
x1oua , and are not. He ea1d it their optia1ea ahould 
be wrong, they would at1ll hope to remain out ot the 
conflict, at leaet tor eoae time. 

1fell
1 

ot oouree, troa our etandpolnt, both !'ranee and 
Holl.and would be iaportant.. 

Yee. Oh, yee. Vel')'. 

Yeah. 

I'• -- I'• eure --well, I think nl')' auoh that Tripp 
will like the idea, beoauee nat.urell1 he would want. 
to mow what the Br1t1ah and oureelYea are doina. 
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IIIIJr: . 
0: ~4.1aie - ilia 0AJ,r UI'WOIWle .. 11 OD t.llat. ))OUt.loal ..... 
HIIJr I I oaD 111141ret.I.Dd t.llat. . 

0: J"aa.ea llae the .... I.D4 I '• eure t.he S.he wou14 !Ia 'II 
t.he eaae. 

RliJr: I -- I '• ent.lrel3 qapat.het.lo. I oan Wlderet.I.DCI. 

C: 

RKJr: 

C: 

HUJr: 

0: 

HKJr: 

C: 

HI&Jr: 

C: 

HlUr: 

0: 

HIIJr: 

0: 

HKJr: 

0: 

lurel3 . Well t.hen, t.he ae .. qe 1e solD& 1D 
and I' ll ban t.he word troa t.he lhat.oh 111111 per­

hape a oonru-.&t.lon troa t.he Be}&1ane 1n t.hl aornlJI&. 

Rllht. • . 

.lrDA I ousht. t.o hear troa the 11w1 .. 1D the ennlJI&. 

IUpt.. 
t.hat. lD 

lo llhall I Juet. p\tt. I a oable thenT 

Y11. 

All r1&ht. . 

Wow, how do 7011 feel t.oda,JT 

I haYID't. eeen what. waa 61Yen out. lfe ha4 a oontarenoe 
t.hle att.IJ"Doon -- b7 t.he t.wo Pr1ae Jl1n1at.ere -- I ' •e 
been work!D& on t.h1e1 !o I 4on't. know the l&t.eet. nne 
of Cu.bel"la1D or DaJ.aG1er' • epeeoh. 

o. 1:. 

Blat. t.hal"' t.he et.at.eaent.. But. the aarket here wae --
waa bet.t.er. 

Y.U. 
'ftl87 pined 1081 pl41 t.he 111111 IIOUJ"lt.lel WIJ"' 
~ a llt.t.le blt. . I et.lll -- I'• et.lll opt.1M1at.lo. 

lt.lll ..-lllat.lot 

atolaW~. 

t 
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0 
IIIIJr: 

0: 

Hl!Jr : 

C: 

HUJr : 

C: 

Hl&Jr : 

C: 

I!IIJ'r : 

C: 

HllJr: 

C: 

HKJr: 

C: 

HllJr: 

C: 

I!IIJ'r : 

0: 

HJ&Jr : 

320 
- 100 -

All iHIIa'. 
I - I Mfta1t. ... II the et.at .. nt eo 1 don't. aow 
... , •• 1a t.llat.. 

AU rtpt. 

All r1&ht. Tlwlk 70U. 

But there 1 e -- there '• no need t.o - - t.o telepboaet 

Wo . 

Wo . 

Wo, I th1nlt 70u •·n ooTered a l ot. ot groUDd 1n t.went.T 
houre . 

All ript . Well , I -- I had t.h1e all wr1tt.en up in 
aeao eo I'll lteep 70u • • ••• . 

That 1 a ri&bt . 

• • •• • • • 1ntormed later then. 

'fballlt 70U. 

ADd the olll.y t.h1ng, watch t or that. ••••aae 717. 

We ' ll get it. . Archie wil l set. 1t. t or ae . 

Good. 

Rlpt. . 

All ri&bt., air. 

!ballk 7011. Goo~ ~e. 
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JQIJr: 

'· •. JohniODI 

KMJr: 

J: 

HlUr: 

J: 

HUJr: 

J: 

HJ&Jr: 

J: 

Hl.IJr: 

J: 

HJUr: 

J: 

RIIJr: 

J: 

HKJr: 

J: 

a.uo. 
Yee, •""· 
Johaeoa. 

Yee, a1r. 

AprU 13, 1N8 
1110 p.a. 

• 
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I have an 1nqu11'7 oont1dent.1all.J troa Kr. Ropt1ae u 
to -- are the Geru.ne 4uap1JI& wood pulp 1n the UnU.I4 
Statee or are th17 not? 

There 11 a pr1aa tao1e 011e that the7 -- that tha7 are. 

Yeah. Well, when w111 70u tellowe be rN4,Jf 

We w1ll haYe to aake a torelgn 1nYeet1sat1oa that all 
take eoae t1ae. 

How loD&f 

I would rather our men would work on the oounter.a1l 
dut;y oaee t1ret. 

I eee. 

AD4 •••••• 

You haYI 1t 1D a1adt 

Yel, 11r. We're eend1na oYer a requeet for the forel&D 
1nYeet1g&t1on. 

0. J:. 

Yee, a1r. 

Thank ;you. 

.Ul r1sht, 11r. 
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KUJr: Bello. 

Operator: Dl'. lllU.ll. 
JOUr: ..._ __ ~ 

·~you. 

0 : Go ahea4. 

HUJr: Hello. 
Walter A.. 
Riddell : Good afternoon. 

HllJr: Good attarnoon. 

R: I 'Ye been 1D touch with Ottawa. 

HIUr: Yu. 

R: And theJ could - - could aend Jar. Towers down. 

JWJr: Yea . 

R: llr. Towere le or the bank or Canada. 

HHJr! IU &\lt,t 
~· 

R: 

HKJr: 

And the other un - untortunatel.y the budaet ia 
before the Houae and they couldn • t eend any or the 
een1or orricera . 

Well, liaten, &&. Towere would do ada1rabl.y. 

222 

R: Yea. Well then -- then they want to -- they wondered 
1r -- Juat about on what linea he would be and any­
thing they could do to 110re or leae prepare the 
ground betore he caae. 

HUJr: 

R: 

Hlo!Jr: 

R: 

1(o . I know llr. Towera an4 he doaan•t han to prepare 
~a&lt, an4 be'a got a direct telephone rros the 
rederal Reaene or !few Yo~ to h1a Bank and 1t he 
needa •DI 1Dtor.&tion he could gat it 1D t1Y8 alDutea. 

Yea, all ript . 

I think the beat th1DS would be let h1• coae on down. 

All rl&ht. And he aaid he could co•• satufd.8.J. 
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111&11'1 

R: 

IDIJl'l 

R: 

HKJr: 

R: 

fOUr : 

R: 

HIIJr : 

R: 

HJIJ'r: 

R: 

HKJr: 

. R: 

RI&Jr: 

R: 

fta\ 1U'be ttu. 

All l't&b\. 

-I-

You phone M wileD lle aet.e ure. 

Tee. 

•o, lle 4oeu 't. 
I MAD •••• • • 

ree, au r18ht. . 

ree. 

I 0N1 t.ell hla t.ha t. .' 

rea. 

All r18ht. . 

Aa4 lf he doeen•t ••••• . 

that. oleare t.he whole .atter up • 

ftl&Jat. . 

'l'llaDlt 701l 81'el' 10 llllOh. Qood bJe. 

323 
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JR 

Storttary of StatE, 

Vlashington . 

4731 April 131 2 P•• • 

GRAY 

London 

Dattd Apri l 13, 1~9 

Rto 1d 2 109 p.m. 

FOR TREASURY PRO}I BUTTERWORTH. 

STRICTLY CONFIDENTIAL. 

324 

Ae instructEd I prtetnttd to tht Br1t1eh Trtasur:r 

tht m0110randum this morning. The British Trtaaur:r 

statEd that a formal reply would bt forthcoming 1n dut 

oourat but tht y sa1d 1nformall:r that thEJ ftlt that tht 

answer would of courat wtloomt tht suggcst1on of 

consultatiVE etchange of v1two At tht samt timE thtJ 

rtrtrrtd to tht tact that tht broad outl1nts or tht1r 

1mmtdiatt prootdurE upon tht outbrtak. or a war had 

alrtady bttn commun1oattd to lilt as rr:porttd 1n 1111 428, 

March 31, 6 P••• 
Artcr £mphasi e1ng that thtJ wtrt sptak1ng ptrsonallJ 

and 1n1'ormally thEY rcmarktd that thE JIIQtttr of bank 

d£posits and carmarktd gold ettllltd to thtm to tall into 

a aomtwhat d1trEI' tnt oat csor:r t'rolll thE qutat1on of 

marktt1ng stcur1tiEs; that 1n tbt cvtnt or a war thtT 

would aptot to uaE tht availablE dollar funds tor 
purobaains 
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purobaalng AaD'loan proollvlt:r all4 aa rEprda rar.r1n:4 

gold thEJ hopEd thEJ cOuld &IIUBE tbat thE Unlt£4 

StatEa would conti nuE to glvE dollara l n EXobangr tor 

such gold which likEWise thc:r would ust tor purohasta 

in thE UnitEd States . ' 

325 

ThE)' WEnt on to say that t ht:r th0111Elvta had had l n 

mind thE quution of approaching thE .bltrlcan monttar:r 

authoritiEs on thE problEIII ot dEol1ns with the boldlll8• 

of AmErican s~curitits; that noturall:r tbtJ would wish 

to obtain fund from thE Amrrioan eEourit1ts to bt toktn 

ovEr trom British rEsidEnts and thot thErE sttmtd onlJ 

two possiblE mtthods (1) to srll thtm and (2) to borrow 

agalnst thtm. On balancE thtJ wErt to prEfEr tht lattEr 

prootdurE but the question arosE as to whether it would 

oontl1ct with Existing Amtrioan legislation: if thE 

Bri tish Govtrnmc~.rs such could not lrgallJ borrow 

.. 
-:a\1\33 • • do 

against «oh Amtrloan atcurltiEI• could a atraw .. n 

so? Acoo~~~E British Trtasur:r asktd at lntoraallJ 

to aaotrtal~.Af'~wE hod ln mind an:r given proctdurl 
,...,...~ , ,,r.e uld uld 

to 
111
ut ;:if .. \"'!lliis '"' tncJ, or wbtthEr wt wo or wo 

not prEfEr thtm to rain thia quutlon l n thdr anewEI' 

to thE mEIIIOrand\ae 

IDialfl'll 
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~;i=·- .. 
-,.---=--.. 

-
l:la'AHiiliWhT 01' ST'ATI: 

WMHIN~~n~N .. .... 

., .... llr. ee.rt.u,, 

I .. 1 ... f• rev ...nu.ua1 1afozau.a 

ou • ., ot tel~PM .._ 671 of AJIII'11 U ,._ ... 

~- llr .... , ... 1'~. 

llaoOI'olr ro.ro, 

liloloo••• 

rn. , ••••• 
lo. 671, .U lS. 

,~. ·-.. ~ 
I.Uf llel'iODtlaaa, II' •, 

lena' rolo, 
At.loOI' .. la'o~tloaal 

JMu.lO Affali'Oo 

• .. 
..... &1', of no !I'O&IIII'J'o 
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Srorrtarr ot StatE, 

Washington. 

475, Aprll 13, 6 P••• 

rr.&D 

Lol:lltoD 

Datld April ~. 1a811 

Rro'd 2a&4 p.a. 

FOR TREASURY FROH BUTTERWORTH. 

ThE Prlat Hlnistrr'a aptrch ln tht Houu ot <l~na 

this atttrnoon was rrotlvtd ln thE oltJ too latE to 

t!!Eot dtoldEdlJ thE London stock cxohangt wh1oh haa 

oEcn lnactlvt all dar but lt dld 11t1aulatt tht.dcmand 

tor dollars ln th£ latE aftErnoon. As ln past d&JII 

t h£ Brltl11h tund operatEd attadllJ and has htld thE 

327 

ratE at '4.68-1/16. Thr olt1' 11 t1rat ruction to thE 

Prlat lllniatrr'll 11ptroh hall not bun favorablE and anaal 

Br1t1eh bankae with wbca I talktd uatd thE word 

"unlnaplrlng• • Tht lllpllcat1ona ot a o~tamt to 

Rumanla hav£ as JEt not aunk ln. 

Inold&ntallJ LloJdll announced raliiEII ln war rlak 

ah1pplng rat£11 thE ExtEnt ot wh1oh 111 ot lnttrtllt•• 

lltdltrrranEan ss. to 3&., Blaok SEa 5So to poan4a 2J 

Baltlo lOSe to 308. 
ThE war rlllk ratE to thr Unl tEd Statu on sold hall 

alao sonr up to ss., and therEforE tht sold prloE w1U b& 
affectEd 
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att~:otEd tOIDOl'l'OWe 2~ bare or sold w~:rr dralt 1n at 

t1x1ns ot wbloh le3 wat: -.rr1rd and 11 nppll~:d bf thl 

B.r 1t1ab tund. Atta ts.xins thr prior 1norraud bf l/2Dr 

to 148So 6 - l/2D. Thr Brit1ab tund not g1v1D8 gold attu 

t1x1ns. 

wwc 

11111!1 Cl ,. ,. " 

flOIO.,... vru•~ •1'1 
.. ~ .. 1'41 ,,, • ,:} ........ .. ,.... ... ,... ..... • 
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·~ or ,., .• ,. •IRI1'ID .. .... 
Mna •n 13, lt•, a p.a. 

lftJCI!LT ·OODIDD!IAL. I'Cil !BI I~Ail'f. 
la ~· oevao of a nort ooDYoraaUoe tod&r at 

ar llouo, I 1IU tolt ~1 tho ltabtor of rtauoo tllat 

tt waa Ilia a4orotaadbl tllat tlloro w )oa o'llbattto4 

)f ~· ~1UD •cw~ to tho dca1Atou a ftauotal 

poltor to H pa tato offoot ta ouo of w.r atoll wDIIU 

laYOlYo ozeltenp ooatrol aa4 a oor1oo of •-oo atoll 

o\Jipoto4 atroqlr ... voa wll1oll tlt.o total1 tutu 

atatoa li&Yo p"td tato offoot. 

It waa Ilia )ol1of tkat tlt.1a poltor aador ooat.-pl8-

ttoa ~,. tllo JrtUollwu oe.plotolJ wrona. It .. ll11 

OJ1atn tllat tllo oaor1f1ooo noooooarr to prooorYo op• 

aukota u4 troo ozollaJliOa oltnld M tapooo4 )J rraooo u..,,. ..... 
aa4 ll'•t ~1Mla • tlt.o1r/ •n• ntap JL taztt):xw«x ... u. ,...t •• n. •• oatd nat Ito told Dol""'• totar 

tllat Ito 111Do4 to llan a 0&)1aot Mot1q uruco4 for 

Dut tuoad&J or 1Jo4Doo4aJ for tlt! ,JIII1'PO•o of allopUDI 

tMroo lan atoll would )o put tato foroo ta no OYoat 

of ~ u4 111ltoll weald proaorYo tho troo4• of tllo 
--~ .... t allr ot *-·~ of ,_... 

aukota;:;; .; ,· a 3 1 a 
7 a 

It .. Ilia tat011t1• to m ••t aworolr all 

rr..- •••''tv• .,..,t tlloeo aoooooarr for ~ • 
•• 
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... 
•• ....... 111111•11~ ..... ~ ••«t-- ·-· 
It .. ~ ~ateatt.a te a , .. n••8Ul' nata 

.. liJMI alii& te IUU ............ ~~ Uwl If 

laMlro lllae wue, fa ...,11~ :aoe,ooo -.,1.,... w 

.... •••• :nu•ra .. .u.u" u.-.... s-.uat111• 

Oil .... Mete ef a nuw·"le wwtsq ur, ~· Catlll ef 

...... a lerna ami' M hlftU .. -, ~- -.18JM1 

If .... nate :nu.._.. ..,, .. , u w.1• "' tiMI 

•••t•• ef an ~ ......... .,. ........ .nuat .. 

ta .... wau Wu t»t ... ., ww• aAle •• aq;•n ~--

all•M· 
l .. alii toU 'IIJ ~· llaleta ef ruu•• tllat 

11.1 latl ... la aMlUW tl leYJ a 1De&1 eal.M taz, 

.UM lila wuli .U a lllUtuJ •111 tu, • aU 1&111 

If aU .Uelel. •• MlleY .. .Ut &U eln1M la 

mae• aulA ... -.. u wt ... tu ... a u'·•~ If ~· 

wat -.&UtMF1 • 

It ....... '111 •• ..,..... ..... .., ... If • 

lr .... tAll u .... eta If ,.1111 tl M pv--' 1a tiMI 

eYat ef wu Wftlt M .. 1 ..... 11J llllll. II lilt Ill 

U,e& tlte watt .. Ita II we.U M 1a •• If tll.l ,.u., 
.Ueli Ill tat ...... llftJ IU -- .... tU ,.u., 
.u• .... 8rltlelll .......... latllll• 11 v 'J :J] . 

-..m 
~ .. ---
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Er••••• 
lr. laote 
•· ro1., 
•· hnne1a 
Ill'. Leollbed 
Dr. White 

•• • Bt:Jra Where are JOil 1n rel&Uoa to the 
·--orneJ aerall 

":atfmt!eha We oarr1e4 on 41eoaed-
w1th h1a a quner of - lut nleht. 

W.Jr1 WUh the AUcrneJ Generall 

.,k· ler~1ie1p1 WUh hie etatt. !lwn,. 
were 'b OYer ere 1ih1e .orn1nr. 

fJae1r teeU111, a1i the preeent UM, 1e th1el 
1iheJ oaa1 ' M7 there 1en1 1i U.. power allll 1ihe7 4oa1 

t 
feel IIIIJ'e there 1e the penr. !he)' th1a1t 1t 1i1lrU 
ea the euuuoa 1iba~ aiet• at the 1i18e '" --' te 
ezercd. H tile penr. fiMJ wre lcd.IW •o Jill eeea1i •u• p1u , ... •• • • .. pr.,....a 1ae1i •sell' h 
1ibe AtMI'UJ h..-.1• fM1r fMU81 WU 11i .-14 
1iuoa oat • , ... e1wa1it. u te u. u ....... 

W.ira Da1i 4o ,._, o'bJ.ea to! 
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01117 the NJiOi • eeeuoa; tore1p 

oae4 

p,irl 'fba1i I e UpO ..... • 

~piLlUI l1i1 e .ore ' ' fb1iU1i 1ill&a 1ille otller 
tor •ble""jiiiftiilu JIIII'POee • 

... .. ,. tHl after eleerl81 • lt 
~Jd1 
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... 
W.U, I • oe.s-.1 tbat w 

ol•P"m ... 1 awtot • *• 
tall 8111 w felt altlun I" 1t t•'' 
lt lo ole~ hpUott SB tlllll 

Jllha h uo ••UIII -calD at ' o' oloak -­
tbe Joel if'"liw' ton aD4 WallhiqtCIII at tov o1oloolt. 

oOo-oOo 
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:.w.a .-.n.a 7 7 a • .,, Jane 

lllDI .U 11, I •••• 

IOol 711 

OlD a eMl.l lla.t etM4J o-.lo honoll -tzol -­

UJIIlM M pta o~Uac MM7o lllfflol•t o1aMz •tceA 

no azkn thU anenooa. u a :renl. t of tile o.Ueot 

fe:r offloS&l ••'-•• of haoll all4 l:rlUu P:rme 

•llllote:re, to Nlae &boat a :rlao 111. J':raola ue.:ru at 

:rontoe~ Joaauda eta:rtocl to ooll dollan.1 !ho hloo 

tnao .. off1o1all.7 t:ra4o4 aplJUit oto:rl1Dg toda7•' 

A d.eollU of aoul7 two 'bllllon tzuoo 1a dopoolh 

wl th OOTozaco 11."11 To:r..a .u .. olunnl u oat••• of 

tlao IIUk of ft •• u of .lp:rU eJ 

BULL I !'!' 

233 
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J''' •• 81' I" I '" 'Will& 

.... ~- p reer, ,_la, hu.M 

IAUa A,e11 u, 1111, ' , ... 

•·• 'a 
1'1071 oonau. 
1Jl• ref•••• b tolepaa lo. 111 et •u 1J 

~- 11111e 11.,.nua11, I oan.l11M wltla tlao • tu••= ... 

~·· .......... lat ••• , &11 tlao J'raQ n•·u lllJilftl'f. 

I W a tel••• oauweaU• wltla Pf ••acr ., 
tllo ~·· laU..al BaaW &11 Julllll a11 a •-11• of ol..,., 

u1. pYollla tlao ~ ~- tlao bOUUJ• Heaalapr 

aal4 1111&11 llo wo-.14 a11 ••• ••• tlao ••~• of tllo BoU4 

of ~~UacM•11 of ~· IUJt la np.H. 110 tho •"•· IJ 

•••eace W anhM OppG"ft&OlJ, a .. o ••on. 'fobw, 

IU..f, ... Bu' • wao all leariq fer a.n 'tllh 

anw .. • 11o a1111_. a aenlac of tllo JoU4 of tllo laUnal 

Beak. rt•••...- 414 .. , tlllu u w-.14 be ,..a~• 11e 

p1l a r.,lJ -.t•• tlao hn ••nU., ia 11111411l tlao 'tlllH 

.... ,.,D. boll1 (wllo rool4n 1a awa) .-111 1lako ,an, 

u4 u1111 a pool U• W liD• apoM ..- "J tlao Beak 

otflolale aa4 no lwl•• nuaoo 11alo11rJ ooanlto4. 

rt.-••s r •• 1111&11 u .... u a ... 101• ao r••"" 
111e _.u Ml ...... M, W1l tlaM-11 Wo ~ 'M l'rlU, 

an•••• at •• .-u .... 
hilt :rooelYM M &11 .U..,... el"A• I P" belt 

a..., et , ........... OQJ.alao4 tllO Olri 
,. ..... 

• 
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11Mor Dlala 1 W ~r•et•et tt, .... ,. lt oleu tllat 

•• ~· ut lMl•tbc a&J eQeetaUoa of U.etlato .._ 

tun • wt tllat •• ... •••lJ •••U.utq preoaaUoae 

eo.owM.t alMC ~· 11aoe of ~· talk n 11M lwl toptlt.u 

two woolto ap. .t.fhr tlt.le a.•tt -t 1a to 000 tile 

1'1aaaoo 111&1nor a.,....a, aa4 a t• •*'-• latu a.tet 

•• 1;o Jol.a ~-. ••un -. u4e 'b)' •1a1nu ao, n• 

of tlt.o faot tlla1; w• tlt.le aorn1Jic :rnaoo wu a1;Ul 

pial.ac pl4, au uhnll)' lt.o 414 ut wut to •• 

U71ilt.1ac tlt.at wo1ll4 oaue tlt.ia IIOY•at to atop. u 

-. lt.ie lloliof tlt.at allcNl4 a wa- ooao, ~• atroacoat 

lluopoaa ovrft07 woal4 bo 1;1t.o J'reolt. trano, an4 tlt.at 
• 

Jnaoo woll14 onUau to pt ,..,.. flt.o tJnUet ltaha 

wov.l4 Ito oou14orM a lc:ac 41atanoo ~oa lvopo 4m1q 

wu u ... , u4 ~· aoot pepal&1' pl&oo of Clllneu)' rofllp 

-.14 Ito 1a rna-e. 1 _. aatM b)' •1a1nu Ito' •' 

anlt.or tlt.o Br1Uoll-. Ito• ooau.tM oa tlt.1a •Uu. 

1 8&14 tlat I poriiOII&ll)' 11.&4 not 4•• eo, wt I adunoM 

tlt.at .,. L•4oa ooU-.pe wo1ll4 ... 1;1t.e BrU1alt. a'bcNt u. 

Bo aokM M wlt.nlt.u I •• piq to toloplt.AO to 81lUOlr­

wor1;1a a~tnt u, u« I uowerM t~t.at I 1t.a4 •• plaaa '• 

do 00 u JU1; ... nll -u ropen 41nnl)' " ~ 
1a 1;11.o p~r•ia•· .,. 1utnoUoaa wore aUpl)' to tran•U 

1;o *- f1•ee.S•' aatlt.or1Uoe 1a tile fov ooatia.nal 

o-.ut• tM ........ tr• leer~ ••c•t~t.ea, 
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U11 te ,__. te •••n• ., ••.-.... •u ~.,u .. b• 

~ ....... , ... 
tu U.• ef oanlktlea -. dlf1aUel.J ta••~M 1tJ 

• 
lllalote:r a.,..._, Ioiii& lie Ill' ~~ _, .. to t.., 'h 

Val ... ltlte1 1afoiiiM U..t a11 pl&u ad Uo111CIU, aM 

~t n aipt lHt • Qo pro .. t 1MI:rY1n aa a t1~1t 

ooa.alkt1•• IJ :rlqllld of a fn ._,. ap fo:r 1at-­
Uoa na :rofe:r:rM to. De 1111ilh:r ooafinM 1111&' 

~o ~ toU ilo Q•, 1.o. , ~• no nauool1a1our 

doOI .. , lla•o UJ dof111 •o plau 1a as.a• fo:r u, aw 

u~aaa-h 1Qe:r Qaa ilaeao ,l .. lepo• lad Bept.Uo:r 

du:r1q tbo o:rldl at tbai UMo tho ao•Jat we ••• 

~J auet tllat 11 a :ronU of u:pe:r1 .. o .-.11 p•fll­

u... 21 u M ..... tM 11111ie:r ~.,., .. hie :r.utl 

&M-' ... ltal :r-'uatac to h11 .... ,.,,aM_....~' 

11111 •11 -.a ne 11 ft&Uoa, 1a •• taft:ro ~~ •1114 f&TIZ' 

ilae poUIJ ,_ .... 1a U.o paot - aalatatatq b ... oa 

b• e"fll.l ooM:rOlo RopaU IVIIIM t!il UllYJ MH• 

- ilae f:rOUUJ ~ Jll'lllat h•lla -.:r pl&Uo JA 

et:r1n 1-n• ... • ~· toU •• tut 111n1a Qo uat 

fonal-t U C'QIItl ·1M111Z'II to M tatoa to oato tllle 

o...VJ ....,.~ , ... no 11~1• ut tate ouo et tu 

O'Q ... • 
• ., • .,. 1&1' nat 11 oa•• tM:r• 1• a ou • JT-* 

plaaa aaY1_,.. ao ao:rato:r1•; till) wo.U iZ'J to tMp 

,~. 
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~· ........ - _, ... . _,_ ..... 2 "• a "'"" .. lleUtQ tn .. 

tQ. Ao t• ~· •••" ul oo_.,,. ~uto, u we an 
•• ..,~~auo ua.t u..u, n • ., ... 10 ..u , .. , u 

lla4 ao plau to~ ol•hc til•, at tllat u ...u M 

ia o•fliot wttll lt.lo ll.,.. of t..,ua 'INola•• pbf to 

11:.., tllooo .utno 11un t• ·~ ~. at tllat u 
olloa14 M poooi'ltlo to an14 YU1- oono of ~eratnla. 

Ao we ._o lalt .a-~ opoo1al ''"" (tlll1oll J 

r.,.~to4 ~-) oonata ou.,u ... •111114 'Ill _.. 1a tu• 

If l'l'•oll Oa.Mt&atlo J J' .. I1YM UIV&alll fl'H 11a-

1ot• R.,._. tllat All111'1oaa tranl•• ud roo14•to 1a 

ll11 oo..t~ wiiiU J'IIUYI all no dollal'o &all farolp 

••...._. tile)' &IMM • tllo1r loU•• If notit, 

V&Yil••' ellooto, U4 11 fn~. 

n•11J'
1 

till rl&DII 11a1ot111' lo14 et:n1o .. Ue 

otr-. -.... et h1.,•'• Whs• rnaoo at a. llltt~ 
Ita too, ... .- ollll •••••U• 1a aoanur atfa1J'o. 

Jll •1ow of~--' olflaMtaaooo, Ill utvallr wu 

.~ ... w ooater wttll u oa tllo uaoo .-tlou4 la tll1o 

tlliiPU• J 1&14 tllat 1 na14 uuolllt tlllo replll't to 
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.. ~eernur of no !l'IIIIUr, .., tll&t J .. alJ'ea4J' 

pttbC ia t ... witk ... ot~ Ulll eoatHII 4oo1patM. 

a. l .. loaYlq, It .. ql'oM tllat bet! Wlll14 

telopb?ZI to - tllil aft .... OII if till lla1.V,., 1111• 
~ 
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1 ..... talk_. w • .. feU... 

,ueeaal ... aetftwlal .... -
• ta a nnn~ 

A peUwr wt ,_...,_. .... 1e fwllewe& ))' Jela1•, 
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u4 tllerwfwrw poat eve_., ~~ uuwt1 e&. ftw atn.­

Uwa h tuoa lft1011111J ~, till Jelpaa pee,le u nll 

.. ~J till O..en..U t Wt til If Ul 1'-.&1alq oalao 

Tnt__,, .Jaawa 1&14, Ill ... unc nw tnl•• etflw1&la 

11M .n w1 til tile nq. At tile alfttq aer101111 nwa 

were wUII ..... 'Ira • qltauoa of ur am ... ~aaat. 

!Ill ll&eral eptuu ... tllat Bwlp• nat an allow 

taw -ll aulnr. Belp• atpt nUl r..Ua oa wf 

tile aoafUot, at lw&ft for ••• Uae, nell 1f tllelr pucl• 

opU•• allnU ~· wreq. !llw1r tellll••r woll14 M to 

4o aa \MJ u• 1-.t _._. - at tllat u .. ner 11M 

4M1cle& w ,., etf .. 1-. u tlllf ooa1cl ur cleolet• 

- .wratecla, ........ 
1 rtlllac, o..eraor Jaaaeoa oatcl, ftnt, -ftte1&11J 

tlllf eMilcl •••• tllat 111&1- -. ta ta•er of oaa•UaUoa, 

p:rntcle& eve ntJt nt~~~en to tile paUUoal atwaUa 

wnlcl M ta~taa 1 eoo .. , .., .-av•• fer till p:rw•U• 

., pull ... ,.. ... ))' Jelcl•· .. ,... ... Mllf ..... 

....... .. ..... 11'1& .......... . 

At aa• we anerawoa 1 reulle& Pl'wwt._t !1'1~ at 

t~tw •nur1MH leU llr telWpUM .... r_. till iJMa..Ur 
fl'• 
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ltJ.r.llillf'!lflw•-., llrUl's l ~ ..U tlln U 

RWf IWI$' I It ...... -· • ._ wt._ Ut .... at. 

uA Wadi tel•t•e •• - ........... PIIHt\le. 
Ia Ue ~-. •• ea....c, tM ~ ... _...,,. 11e ll•• 
..a.1• a-.. ._ •-.ttatt• aa .., " -1 ..... 

• ••• W ta I'~ te ._,, •"•· ,_ matl'1« 
aaua ... ,awaaa.,atpt.._._,_. n aaatt)r ·-... peUU.-1 tipltl .... -•eat, aa u ,,,..._ .._ 
._.,, te ._, ft1J*ftlte ...... . 

I _. tt aM -.. I M- •Unlr 1t ._. .-~ 

n .. w1a1• ll' .. u ... fttp ......... aa •• ~· .,,.. at 
.., pUltei- ta .Ut l'._u• • ........ 

.... 
1VtJi)JI 

~.,_, ... 
-- IIIII., m'! :4.e • •o ........ __, 

ELLlft. 

• 
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., 8 p .... Jluff ocnaf1ZM4.., •olep!lou ........ ... 

wtuoh wen .-48 • M •• no IU.a1n17 of I""DM ntn 

110:na1JIC~ Be •••• t~~a• ~-.oil app:rMJ&M& •• 

oon•11m'•l oaa14nz&Unn &114 tt•dnsnn of a.o:rn~ 

Bo:rpDtMR• !UJ 1101114 woloo.e ngonuou f:roa u 

n'tll :r..,nn •o ....... of p:roa1t :roo !llor w.l.A alno 

bo lla4 •o ban OOIIhlaUou (onpoo1allJ ~o Willa 

woul4 d.:raw ill ~o B:r1Uoll.) ~ Jllanff •••• ._, all 

ano•1Dp a4 onnn:rnauoan olllal4 'bo ob1GUJ oaf14aUal 

who'II.H 1Jl ~in n:r noaa plaoo olooJ 

BULL I!! 

-· 
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-------- ~~19)9 

I llloa1cl lib tint te _, that. I aps1n01ate W.a opport11aifiT 

to prN.at to fOV c-lt.tee IV 'ri.-. OD IMCI88N7 rev- 141111118-

tiOD, In haw bMrd t.be 8q1Jic1 •llo J'Ml' 18 a cood :f8U' te 

augen • tax bUl..• c.rt.a1lll;r w.a ~It nul.d - to be .. 

aocurate fanout at 1940, a ,.r in 11bich a Dati~ el.ect1aD w111 

cc epd t.ba at.teat.ioD of t.be -tiT· Tbento", .. ~ 

~ todq _, pea,.bJJ' be IV 1ut before thh co-ittee OD t.be 

hn&d aubjeot. at t.u legialatiOD. 

J'w t.bet. nuoo, _, I digreae a -t to t.haDI< thie ec-ittee 

aDd aapeohll;r 1ta Cbail'Mil, Rapreeutatin Doughton, !or the 

oooper&t10D ad oou1c!C'at1on 11bich have been extended to • 

~t. IV to-. in omoa. a.pre-tatin Doughten, 7rtr1r 

eo-i.ttee, a-tor ~ aDd t.ba Seaata Finance c-ittee haw 

eanad t.ba ...uaz.a of w.a -tiT in a - of 11bich w ..:r ell 

be prowl. 'IIDI1I1nc wUh t111.1 c-ittee aDd with the S..ta n-

plea-. • 
... l lllllrM before th1a c-Utee OD llarOh 24th, I Mid 

that. U. f& II WI -u - be I"Nd;r to lll&llmt. 1te ~ 
tw *"I" Ja tiM t.az Qltn. awpre-tetiw ~ ud 

, 

U.. Sllr !lllllr A 1;ld.a I d•o 
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Some reftDWI l.egialation dur1na thia sesaion ia a recogplsed 

necessity • The income taxes on corporations oxp1re at the end 

of the calendar year 1 and excise and aal.es taxes yielding about 

G500 m1lllona e:xpire during the 8\lliiUr, I hope that Congress 

will not s~ extend the e:xpiring levies and adopt the uaual. 

tec:bnical cbanj;es, but will ~e this opportunity to adopt those 

few basic refonas that we b&cfli need to make the reft1llle systea 

fit the needa of the count.ey. 

At the present time we stand at a point of 1ncocpl.ete 

recovory. To get cocplete recovery we must have ~JJ1ngness 

to go o.bead, and espec1al.ly will1ngnoss to invest 1n new under­

takl.ngo . If tJ1ere are obstacles 1n the tax oystem tbet stand 

in the way of our going ahead, we should r81110ve them. At the 

aame t1oe we sbould pro1110te the underl.yi.ae tax justice that 1a 

so necosaary to long- run business SOUDdness and public nl.fare. 

An i.mportant fiscal obstacle to co:rplete recovery 1a the 

f ear of the bueinessnan and investor that our tax syst..o is not 

pov~erflll enough to insure a fully balanced budget over a period 

of years , Aa long aa that rear exists tho OM who bas saved 

monoy or who is in charge or a business enterprise u:, hesitate 

to invest because b e e:xpects heav1ar tax rates ahead, aod he 

cannot fore- hDw they wUl afte<:t biJI, 

Yueb of t.bU rear i3 groundl.eea. 1be Federal tax ll)'8tec. 

baa beeD s;zoeatl¥ .trengtbened by tax l.an passed in 1932 and 
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~ ~ 1D buSDIII and tbe DIIUonll. ""-• tbe 

rot • 'lf1ll p .all~. and 'ld.th a reuonabl.8 redact1oD 

1n apendjtvN, lbDal.4 "''- the bu4pt 1n proiiJNII'OU ,..are. 

!here h R1ll. toandatioG, hoW6illl 1 tor tbe fear that tbe 

.aoqb rev ... to inBare a Jcmc : Wl balace. SQ.ch a beJeme 

inTol. .... redllc'ns tbe pv.blic debt in aooc1 U.a .. mch .. it. 

ia 1Dc1'MMii 1n 'bad u.a. In rq opinion 1 nothin& 1ID1Ild. ao 

~ bQP1Mel ~t u a clear prospeot ot l.onc-nm 

budpt belanc1ng and the prorlaion at thia eenion of additionel 

revaaw to 1n =• eu.ah a pro8peet. 

S.. addit1.-l reftiiiM 1lill alao be Nqll1red to o.tteet a­

fr. ~ zwtr1ct.ift f•tarea 'IIIIich I llball later a-. 

.. - lilt the Dll ill~ IWi-~ -- 'lll1cb w1lJ. not. 

~ l-M'DWI .._.,..,. and 'IIIIich w1ll at. tbe - tiM 1ncreue 

the WClQ1v of the taz IIJ8t.W• I ~ 711111" oouideratioD ot the 

fOll.cnl1lllil 

1. fU IIIIIIIIIPt.1ml oan be w'1p!utecl ~ tllt.ve ~ ot 

,DD•s••n• -. ~ ... r•--•1111114« taU .u-. a-nal 

a u. ll1.l1 _... w pub 1nW - or C4 Mnc 

,_._ • .....,.,uw u. ld.s at Jri•w 01pUal111d.dl -

..... _,.. '• 
•' 1 btlle" dlwtt 1 I CWiW$ 
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l'vtbezwlre, . the taation of the illterut on fUture 

&OYWwt and go;wawt IUAl'DtMd bonclll 1e one 

of the moat ob'rioua atepa tow.rcla ta: justice, 

Whil.a the revenue yiel.d 1l1.ll be ...U in earl;y years, 

1 t 1l1.ll eftlltuall,y be quite aubatential . 

2, Present capital ga1Da and loaaee prcrri.eiona of 

tha indhidD&lineome ta: can be ~nd. A profit 

from the sale of a stock or a bond or a piaee of reel 

aateta or a:rv other cap!.tel &Net 1a DO'If taxed at a 

M'dma rate of 15 percent it the aaaat baa been held 

more thaD two ;rears. Compared with tho iDcome ta: 

rates that appl;y to aelariea, interest, dividends, and 

t•enta 1 the rates on those lonlr"'term cap!. tal gains ara 

very l.Dw. ODe reason gi.en for setting ths ao low 1a 

that the clednction of cap1 tal loaae• 1a 8011181d1at restricted. 

A fair ta: SJlSteol cannot be achiand b;r • tcllins an 

IIDjutitied concaa:rl.on b7 a hal"ah restriction. A llm'8 

aaneible procedure 1a to r_.,. both tha concaslion 

and the restriction. Reuca 1 I euaeeat for cona1derat1on 

an increaaa in the ta: rates on loni-tmn cap!. tal zaina, 

and poNibl;r also on interMdiate g,a1na (DIIW tuad at a 

•'d•• of JO peroct), eoup1e4 with 1111)1'8 l1beral alJ,owiDca 

ot oepital loaaea. ~· 011P1tallo- OOIIld be 
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OU'riecl tonu1l --.1 J8U• to be oUM 

ap1Mt tutve capl.tal. gainl, b net reeult. 

8bould be no det8nomt. to geauiDe long-t.ena 

invoatment., espe~ in view or the euggea­

t.iona m&de later concerning surtax rates , It. 

would incr- the revenue aoooewhat and tairnesa 

~ iDdivicmal.s a great deal. 

3 • ExceNi ve depletion dedll¢t.iona to oU aDd 

gu wll8 and certain types o! lllinoa can be ..um.­

nated. Aa the Trea8ur)r baa otten pointed out., a 

large llliOunt o! revenue can be recovered b)' closing 

thia loophole. 

4, Rneauel troa t.be utate and gUt. taxes can 

be ~. tb- taxes now produce lase tban 

ptreeat. ot our Federal. revenuee. The present law 

allDn large tort.uoea to ea~ taxation tbrOUgb the 

loopbole ot gitt.a. '!he prellllllt t}'P& o! g1tt tax ill 

pow81'lell8 to prevent such escape. The g1tt and estate 

tuN auld be coordinated ao that troa the tax point. 

ot view there would be no ~tantial ditterence 'llbether 

a - gave aw:r b18 estate d1lr1nll bia lite or at. b18 

dMtbo !hU coordi.D&tiOD ~d in .Uect. OODIIider gitt.ll 

.S tM t1mJ. d1at.ribution ot the estate at. de&Ui u a 

._us.ci...S.• ot truatera, WS.tb- ....,Uon aD4-
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.... 801la, ill pl-. ol tM - ~ IIIIi tw 

rate ~ ill tM puuat la. u eoacr- dNirea 

to gift - spao1al. indllc_, to c1fil Mde prior 

to dMth, tbia can be aooo~li&ad throucb apec1al 

credits. 

I 'IIUlll.d like to auqut alllo that concr-a ceo­

aider ~ tha 7ield ot tha eatate IIIIi g1tt 

tuaa bT provi.cling aomnbat lcnoar ~ and h1ebc' 

rates in the l.owv and middle brackets and bT eHs'MtiJI& 

the preaeot 8XIIIIPt.ion tor lite insurance. 

S. .Ravemiea CM be aeCUNd alllo b7 raising the ratea 

on the - Ugh~ taxed lliddle inoo11e brackets. It 

would &1M be dNirable to l.cnolr the income tax -..tJ.ona 

.. vf\lt to bring into the 1nooM tax 878t- • larger 

~ ot the population. 

In 8dd1t1GD to uauriJ1c bllain•r 1 and inftatDra of a aolllld 

t1aoal ld.tuation, OoDgNN can, in ., opinion, el.ao h~ to 

r-n obRaolN- etand1n& in the..., ot inft.-at lllll 

buld.DaN upemd on bT provi.clinc tax .n-oea at. CC't.a1n 

at.NWilo pof.Dta. b toll.lnr1.11a- toM ta be the .at 

irlpol'tlllt and etfectift ....,. ta ...u.n tha t.a bariMu that 

hll. ... ,.01e117 bard em- and ape"'"fll ,..,n nar 
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1, We 1ID1r bave twr ditferent taxee appllcable 

to ordinary bwnneee oorporat l.onaa a ramant of the 

1936 undistributed protit a tax, a capital stock tax 

and an exce ss protit tax enacted in 1932, and the 

ordinary income tax, 'lbe capital stock tax 1a not 

based on tbe actual value of a coapaey 1 nor 1a tbe 

excesa profits tax ac~ a tax on exceaeive 

profits, In its emasculated form, the und1atr1.buted 

profits tax is meaningless, The corporation tax 

II)'St• would be grea~ aimplltied, ita justice 

m.eaeurab~ increased and the burden on n8W and 

uncertain enterprise d1m1n1obed, 1t all four taxes 

nre conaolldated into a single tlst tax on corporate 

incomes 1 111 tb some concession 1n rate to corporations 

ha'fing 1eea than perhaps $25, 000 net income. 

2. In q opinion, - wul.d reinstate the 

allonnce UDder which the corporation llhicb euataina 

a nat bll81nesa loss 1n aey one ;rear can carry forward 

that loaa and deduct it from taxoble 1ncol:le realized 

1n eubeequent :years . At present a b1111iness '11\dch ha8 

loat $50,000 a :year tor three ;tears and hea tbeD 

netted $150
1
000 1n the fourth ;rear J~~Yt PliT a norul. 

tax on the tull $15010001 althollgb the pla1n fact 18 
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... - hd=• ....... - Jlftftt ., all Oftll' tile 

4 IW paSH, _. '1"11 ot mo.. 1D ~ a·p w 

u - Uid.\nll7 a IIII'W ot 001P*ft\ioa Ml'ldJip &1ob 

U ... DIIIIIL7 b7 ~t.i'ft ~. 

IIDwtw, 'W abDul.d aot pub tbb arbit.rAJT buie tor 

-.v1llc 1--. to tba extent ot retua1ng to raco1· 

111M 4'-ti.Dc pai.oda ot pzootit 8D4 uM. !be 

pruet qria ot all.ow1Dg 110 .,.,.,_.,.. ot lwl41-• 
lo1111 ot oorpwat.1CID8 tor DOr.aJ. tu JNlllO-~ 

tile tllz ..,.._ 1D a poei t.ion ot c1aterr1J11 botb 11ft' 

~tl 111d tbe durable goodl 1Dcluetriee. 

3. h a11bt1J11 pro'fU1o~~o~ tor capital l.o .... 

..w..d "' ~ - IIIOtber ....... u ot bcnr 

tile alftillc taz low ~ 11ft' iafeet.cte. 

It.~ -n ... lo• Oft et~~ital.. eeeatl, 

tide :a- - be dMicrtld ~ ~t a.,itel pi.De, 

U ..,, *oil tba ~•tion bu uda 1D tbe -

.,_,, ..-12,000. Ill~~. thlntora, a 

1 Ill Ue dlel .t 1D practice 1ft _, tu ~ 

,_.a lllltal u., • tact 1lb1Db ~ -.wm 
...... H ....... jiS.e 

.4. ll~u=·• Nlllllftd"' 1Dd1nc~ua:U lblnlld • 

-~·-au.- CCIIIprab1o to tbat''ldlich .. 1D 
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effect prior to 19.)6. At p~t co:poration income 

1a taxed, and then when tiM income 1e paid out u 

d1:ridenda, the stockholder P8¥8 the tul.1. indhidual 

income tax on his d1 videncls 111. th no allowance tor the tact 

tbat the corporatJ.on bas alreaq paid a tax on the -

earnings. this tax &rrangaMDt incidental.lJ' CIIIC01Jra&U 

corporations to &O into debt rather than to sell stock 

beeaWJe corporations ~ deduct intereat P81MDts b'ca 

their taxable income but lfllq not deduct d1 videnda paid. 

Interest is taxed once 1 'llhile di videnda are taxed twice. 

5. ])lr:!Jlg recent years a great deal has been 

Aid about the high taxes on individual incom.es 11hich 

reach a peek of 79 percent in the top bracket. 1hese 

taxes coebined w1 th the Stato and local inco:oe taxes 

1n san;r juri.sdictJ.ons are aaid to discourage tbe 

ore!1nary aasuq7tion of risk b7 in'ftstors because the 

tax collector takes eo gl'e&t a share of IZlT inco. 

N&li.Hd from a Tenture. In Tietr of other features of 

our preaent inoome tax ,u-u:cture, such u the capital 

gains section of the income tax lew and the .,...,tion 

wbich is extended to State and F.-..J. .. curitiea, 
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l t. ~ apw ~ tM .no- OD iDdi:tidDal 

h II - Wo hiP• Ve17 1.!19 ,.ns.- ot b1c 
1 

n c 2 •• a llpe taat.1oD 1D 1lbole or 1a put. Buwvw , 

1t tbe - wbich I ba.,. pl'ftSfta:IT RC&Wte4 to 

tighten tho oap1 tel &aiDs rect1oo of tbo 1D- tax 

law, to OODJOlidato ortate and g1tt tues and i.llcreaH . ... 
tbe1r rotor, ancl to r...,... tax II:UIII>t10D tra 1'llture 

~· of govwwt&l. lleCW:'it1es, ora adopted, i't. 1a 

WIT opiDlOD t.bA ~ IIUr'tu rates 1D ~ top braclceta 

ot our in- tax should be rodllco4. 

6 • . •• liNd to make the proooaa of ooll!pUtiDg and 

~ taJtoa 0 loss CCIIIpl.ieatod ODOo Uuch effort 

bar~ pWDiD tho put few r-r• to~ tbo 

Wai4iiW thzoou8b ~tral.izing adii1D11rtrat10D and 

1D otbm' ~· At the pre.at tlM one ot ~.,at 

~ A.tutioDs that the ~ faces ariMII 

out of Foc~Ral-Btate-loeal tax cootl1cte. Jlllllerou 

o'I'W']AppiJI& taxoa ba.,. grown up, etroci•ll;r dur1Dg ~ 

l&et teo ,_re ae both 110t10Dal and state pwwwte 

1 =b 4 out for - Nt-~. I ~ that 

()lla&NU 1D th1e aONi.oD GOct loPalatiDD c:root1DC 

a at~ _, aAOD to etwiT thi! pr'Oblaao b 
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t 'Mi• lltnld be ... ,., et - bariDc the 

M:t ft penSbla tn.1 et Ullit;T ADd pablio-

oe ud •• umtlJI& DOt. the Pecllnl., state 

aa4 local ro•wwt.. u racb, bat the D&t1~ 

1nterNt at larp. Tbe1r 1\mction would be to 

lit~ intergo'iWWtal fiscal pol1C7 in ita lmV' 

....uicationa and report to Congress within the 

JMat two :rears • 
.U I pointed out earlier, if ware to ace011pl11fl tb8M 

t• tunde tal retonu, t111a :rw:r i.e tbe ooe in 'lbich to 

aob1nw ~. 

I would not have you inter that if the propoaal.e thet I 

haw sugeeted tllia 1101'Ding are adopted, bu.eineu 'll1lJ. at o­

upe" to boca proport.icma. ftleM _........are not a ahot 1n tba 

-. Bather 1 tbq are li.lte proper care and good food to a 

pat1eat omftl.eeo1nc atter a long ~... 'lbq 1l1ll not c:&IIM 

bU r-••1 O'iW'UI.sbt but the)' will, in "' opinion, ....,.,. 

obetaclM to that raeowr:r. 

• 
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