
TO 

l OON 

TREASURY DEPARTMENT 

INTER OFP1CE COMMUNICATION 

DATI; 

llq 17' 19.39. 

.lt t.o-4&7'• helrl.Jiil be.tore the 'f.-porary •uoaa1 !e011cal.e 
c-itt.e the u.1D uta .. ••• nre l4w.rd atett1a1U8 ad 0... D. 

I-· 
Ill c&eral their teatiaOII¥ _. to the effect th8t neither 

ot their COIIpllli .. will heYe IJl7 oecuion, ill the tore-.. eeh1e 
tuture, to tap aftilable IIOW'O .. ot illnata•t cepital, both 
- beilll ot tho opill1011 thet their reepeotin c.-pu.i .. will 
cootillue, •• thor han ill Mjor ~ ill the put, to tiaallco 
IDJ' P<"ilU ot ploD t ezpeui011 ad Upr~-t 011t ot 08r'llillaa • 

llr. loUXIC &lao 4UC!U8aed -• othar probl_. illoll14111.1 
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tuos. Be r-oaded qaillat IA7 'llll41atrihllted ~otita t.u 
except ooe U.ed at 1adiatrihllted ~otita held tor the purpoao ot 
uoidiJ!c tho pqac t ot tuN Oil illc••, IUl4 ca qw. .. u..u.c 
l.Adicated th8t he telt th8t u a practical propoaiticm llllOh a 
tu ohould Olll7 be ...U to appq te penoaal hol.c111la oaoopaaioa. 
le illdicated th8t he telt tll1a 1f'pe ot tax _. ateir to ..U, 
an aad arow1lll concon,., IUl4 ateted th8t ill Ilia opill1011 adiatri­
blltecl ~oti to t.u did not opente to the d1aa4ftllt&i• ot larl• ad 
wall .. tsbllalled t1ru nell u Gcaral J:J.eotrlc. le &lao toot 
the pooiticm th8t a oepital cailla tax ia &Ure11'11D4••1r•ble at 
thia port1Cillar U.e, be11lc ot the balle.t th8t nell a tax operate& 
u • detarr&t to riM eapital. 

lo atated th8t he 1a 1a ta...or ot •,.ap ~· '117 Gonr••t 
it ""PPl••ted '117 a.tti.-U•e Gonru•t aotiOil 4aeiped to atialate 
prhate denlo~t 1a the field ot illd1aetr,, .uuuaa, eto. 

!be helrl.Jiil will -u-e t 1 • .,.. nth tarther nta&Naa tr.. 
iDcl:latr,, aolncU nc lr. Sloa, Clla1rMil ot the loerd. ot Ge~~aral 
lotora. 
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1D 4hPlU w u. ....,_ s.-~- - ..._.. _. I MiN u. Mftalu 

5/19/39 - Original sent to Senator W~BI"•r (by speei&l 118S,~er) 
at 3•00 p.m. 

'I 

• 
Regraded Unclassified



203 

-·-
!~aft .... ...s.-1 will .. 55 •• 

tftr • ut '" et .._ It 0 11
' M• IIIIMI .. ___. fer • -

IU~ lllf 11\ W \lilt ftn\ IIV5e, .... 1a ~ M au.-

-., ...... .... .. . ... ., --- ... ., ..... -· .... 
U ~left __ ... 11_ el ...... M \lilt 0 '-MlSV el ....... 

-
1ll1a- -' ~ .. - ... Sa 1tJ4 ... , • .,. "• 

IWil- Safti'-W -•51111'-llolPt..a ....-- __ _. Sa - • "'*• 
....... A W 1 .. wtUi- .. - W ......... of ......... -~· el 

ea lotllte Sa \lilt ~ ., - - n - till\ -- .... ,,._ 

\tea .... -- II< -·MMI ··--'.-at dMI ........ ·-· 1\-

71 
Regraded Unclassified



_,_ 2.C4 

u ..u ..... - .,..,,_ ... __ .. , ............ Sa u. 

Clll.d ... •• '"' l\ - ,_.. tile\ ..... - ..... , ......... - -

plrl- Sa ...... _, .... ..u .. - -'* ,., ,...,~ .,...Ja\ln 

.. ..u 1la.,.. - tiiCI' ~ ... Jlftft'· .. ~ • ,.... 

- \a •u-a.J•Lo• wlhln, .,. llltlo' - ,.._ a - w ,_. 

loR .... , .... U. ~ .._, .... .W.UM\i.GD .... 11M"-

Sa~- tw. ,.u.l .r ......... ft,. ,_.. ... --.... 

... _. ................ s. .. .., ........ , ... .., 

ru: • .._ ._ .... iadl._... "' 0n6 - 1a u. rl*'' t ' 

t.a. 4 et .. ftbe et U. ..U.... lDfteM f4 in II I .... at• 

•-llt.aa '1 1- _. w twWr u. _,,, a\1• .r t; \Ia\ 

, 

IJ 
Regraded Unclassified



-4-

~... It. baa- -of U. ..S. ~t.e tOll'~ 

.. 

<INpit.e \!Ia ••t.e polit.io.l arbS.o. 

b tw U. -·• 

,, 
Regraded Unclassified



_,_ :oG 

-.. pn, r ·~ .... .-u m '- •-•• Ia ' =•• tM ,.. 111 

,.alaw •• aloaj .. , a m .,.. ~ etttc.• ... \IW4 ,. ... 

~ et • a IllS IEid..SUV lnd ...... hie -I I 'Ill 

t • !l...w w r' •• tMt. - \be n ; , u- ...,_ c:-t\wa 

......... - u. ... ..-u- ...... __ ., .. , .... ..umau- ., ... 

1\ wltal Ill$ 1\ \o U. etnHlt•.,._ .... S:. tela\ ... 

• 
Regraded Unclassified



511
'"' 207 

._, tw _.. Wlat !.atu 'I• • U. ••••"- et U. .fallot.­

....utuU• ,_.-~'lie bWip;uW el\Mr u a.._... 

., tile pan ot ...... ~-- te cMaia la,._U• w1W1a -.1&1 

~ "- w ........ , • pnti\ ..-.n "'*,..- .. ..., • 
peliu.al *''-""' w ••• , ..... peeple w ..u- .a.\ .. w.s.na­

u .. ~~u-w.rw~ 

o.r 1\eblU..U. ,.. u • -. ...u .. ..,., 1w ..un\lae 

U0111 of tile rliDd 11 ftO\ U .,_, U .av' peeple 4$111. ot tM ~ 

ru.s ot U hlllt• ~ llr "no _, 11.1 Ml''• r '" S.a 

.-ld 1a tile~ •• ) ........ ~, • .., la .. ~·· ) DllilT ~ 

..q ~-11i~ rala\u w ... - ,. - .,..u.. el .. 

~ ponte ., .. ,.. ee111..U. ., eJ, eaoo 11111'•· 'IIIia 

W-uaa 11118\ • ., ,, w tM ,..U. 'nm• 1\ lief-* a 

•taoe•w'lleet-eJ,wtlle~ : .. ~ 

• 

Regraded Unclassified



_,_ 208 

It .. .....,, 9 ................. -llr="--
..... - .............. , I_.,_. 1 ......... tit 

,.._. .. .._ __ _. .. ._. ts _., T11 _ .. 

p at ., "'o' 1 dJir JIP--111' ...,_ .. GC ...... --. ... a 

~ .... ., .. ! ' ,,, g ................ 19 9 
0 

t~tc•'•'--•· .,... 11e 11M • _, um 1 1 = .. JP-•7111' .. a • 

...U.~"' l_.. .... ,_ .. ala.tellWC a-• 
..u ... .. 52 1•-' ..... ., .. 5 52_., ..... 

I 'I :dWe --am? ._. • ..... lie sm?a Ia tile 1'• et 

till IU1 7 "• .. lUI et .. at , "1 Y• ........... pe 't 

......... .-u ...... ~-. •• .OSez' 'et u. 
1tQ. w .- te pusS*._. a.._ fill .. ~ -• et .. ,.. 

-.u" , stw .... -a-= • ...u • .. " u ' 

1lls csmP a 12· fill .. liD _, n ,.. • ... ~ '-

,... .................. 22 ' ....... ..w _,_,., 
.. ..U._. te p St .... .u.a ... .cm• et tiJ: • 

tltc,...- -.. • s s s 1a pu e at C.)(l) et eaJl?• G 
• 

...... fiii .. JI,-- ............ 1' 
7 

7 ... 

.. ...... .. 0 ~·~?~~~fill~ .. ..a. ....... pe 5 fllll .. 
11 

• 

Regraded Unclassified



-·-
.t ... ,_... 1M CleM ··-··· .... wlda - 05 ..... - ._ • ..,. •• 

19)4 let\ ........ --· --- ........... 3 '-=lit 

Nftlrre U.. .U. ...S Jlft'fWe tw ..u.d.W ..,....,. at .u- -w 

..... - J_, •• )f)6-- ... 3 1 '117 ........ 3 ' tw -

\lie l'nei.de\, '117 111'1 1 -Uoolt I 3 3 tlill ,.U ---· at .. 

..u..r ,._ as.a ~"~1M at ..,w ., a- -. u 5/11 l"!lM ct ,.u 

,9 f1M, ~I t d'll .. ,.U --- at .. ..U.. te , ... 

.,.._, ct lw ,_. ,.w _._, .- SJ•-•r .. d~'llll .. rrr'-7 ft1ce 

of ,.U be 1311.~ • - w IJS.OO e -· tM ,.U -•• 

., u.. ..u.. - .. -'"''="- -- at ..w.... • 3- ..... 
as- tllll\ dMc. Qa ••-•.,., 10, JIJ6 tllll Pr r'*"• .., ,.., r•-taa, 

• 

,, 

209 

Regraded Unclassified



-·-al n t wUl .lf--7 )0, .,., .. tUe U *- M ..W ___ , __ 

ol .U-• ., • Aft el C•s a , CD ..... ~- 1 ~~ 19J'11 .._ 

,_....,.. w" · tw .. Mdi~ -=...a - · .:~r,... '*-

u. ~Ill-- .n- -""''•• ... ,._.., 

.. pw\1MD\ ..... u- tala\ -- '* - .... 
1, ... , U \M puj I el &Ilia ,...., -

2. ., u 1\ '* --' 1\ "' \M ,..., 2 ' 

210 

'4oe ,..,... el \M ~ ..... '*:a- • acW ...... el 

u. ~ • "',._, e~ \M cc_.• -'-' s. • ..sn sa • 

· sc wuw et• 

·~ t6 1 a "\lw s : •'•U. et,.. '• wa: n • 

71 Regraded Unclassified



-·- 211 

14' •..,. - 1111•
7-•W ._. ~· I\ u 7 a 7 h•e tw • te ..s. 

l ..u. ..... ftl• ...... rw.s. _ .. , •• lj .... awb .. ..q ill -- ., ...... 

. . 

1ad.!.• operau- ..S te al= 7 elrd ... ,_..,_ r1 .,_._., __ •t tb1e llll. • 

... ... ... ··--~•LAir• .t tM ..... te arw1
M ~ te ............ zMUtn 

IJ Regraded Unclassified



-u-

~· ... -·--............. !2 ............ ..... 

~~~USa a 2 tl\lw • ,.,. 'r 2 a 1fe\1'11 ..._-- S• 

wz: ""'*'''tr _. ia tile pauow''• el-•5~~<til~Uw ....- .-

_. _.,.q M .... U. Jl I le til_. ...... ~ Sa U.,..., 

a zz 11 .... a 1'--- GGo:-..: __ _., - l.ft - ..U l\ Go:ew 

UMIII'MiJ'--•IMI' JGIM1 ..._.1\a ..... \e...-..-.....-

...a -. r 2 ... lila' a uuw ,..s.u. ta • wuw t11 u. 

-u. aa.tlltMwU •a _._,.,.,. __ _. .. ,._._. ........ 

M OS Ill ... AJ IUW Sa t. ,..., ita -· .. M 
2 

5 !lata 

....... ,, aU .... 2 .. ··---\11 -- ..,. ........ -'*-' 

~ ' rt .- *' • --\llliiw ...._.til ,.:d'rl~ 

._,. _ _, Sa tM ..U - I 5 11.- l\e - 17 • - ,.,_ 

.._

2 

Ill If-' Ia llw ... !r Dlr----~ 

Regraded Unclassified



213 

-u-

tM7 .... - ,..s.- ··--· ., ... .,.,., ....... -..,. -. 

tw ..... • _., .. -- • 2 'art -"•• - ..._, eitM 

__ ,_..,_ •ea-llmw.wrn,•1fl••~wl 0 _. 

!be\ _, ealJ" - ........ 1\ llee b SJ 1 - S I Up 

U.., ~-\tar~ WI $ 2 2 Jd' ..... 1e- ... _. ... , t.-

- ~ .., --Idiot. ...... _ _.._F7J - :;..- .. Jriae 

"' t~ -Wlee fd eU 1u ,. 2 ..... 8.r t111e - .--. 

a ton~ ete art "'•• ,_. -•s'Lie,- eeU 1e tile ' r1-

IJ \b1e - .--. e ,....._ pew 

tloo \erUt I 2 2 1e til-' 'r% - llee • ~ 

fl Regraded Unclassified



-u-

..Ut•te p&&l &t 2 ... I, l&kl .......... IIIWJa 

... ............. $2$ I .,._ 
...... ,

2 O•a--.w .... :.... 

.-..,. 1 •• w adart ••s..•sl.sJ2 _., .. , ....... • w..,.. w 

1.- 1111.111 p q11:r .. vft PU!IIIIr P:lhll w I Srrt .. 0 at11l• 

..,......._ fll llw 
2
• •---•

2
ww.. .. •-.... •aes.S?l&ellltilo

2
wa 

s.- .-1F,..... _. vft 71• - .. fll •••rr.a t.-. a a 1. 

ow 2 ..... _ _,_. __ .an,... ..... --., .. 

sat 'r 10-JO 5 I '• .. 1&11 .... tM6 M U ........ 

................ Jaw ............. .._. ...... _ -
• 

as 1 .u a.. •·••'- .. 'r -lbe.aall ~· .. -

, M 
0 Sa ..... _., .. y' ....... . .. -o•••-. II&IUa *,... t. 

.. ..._ .... ., s.-._..._ o aw=a•-.-•e••-=•• 
f/1 1111J1,... ... lila 0 lltlft- ..u .......... 

all .. -.. ,.._ w a 11W11At fll .. I 5 lrtlw, After 

• r a• ., ...,. ,. w11,... - ftl .._ • 1 s a -r 

41 :: , "'* ....._-.' • ._,..... fll ,.que s w .U _,. 

(I 

• 
Regraded Unclassified



215 

-14-

,..., .. fill ___ _. .............. 

II -' .. 1111111 ........... WI 0 fill .... , Ill & ' " 

u_•,.....U.••tt.-.wa '= ..._ 

;aa! $ \ ..... .....,s.s-, -- 7 a !eM= fill .... WI 'r1 

.......... ,_.._~-. ............. _ 

.,__.._,Ml.-tM?JI 1-M.wetwta••'"' e?Se 

mawas wltllla\ 1M : t'• .rtwu .. : aw --"=•· !t .,..., 

... W .... e6 -·lil!li7) X 3 a 13 ..... , .. WI ~ W-' ... 

1a .......... - -· • 0 5 ··-- f/11- .. -

••1:11:17;. 1M .S.tr "w S. -* - *" tile ' e 1latt. et -

wU?Il\. *' ,_ ..... •W''• 2 2 al 3 3 '-'- 'pa '• 

1ft w .._ ~ .. --a--• e6 ._ 
3 

I l? .. •w w 

.,. 3 7- e ,,. a. " .-...a.....,. tw •.r _...-

• 

Regraded Unclassified



-u-

_.s.e. 1\ - ... , ......... '1('1~-...... Ia lllrtlnl\, Ia CD& ... • 

Sa (I ¢·
1 

.u1 ~ Ia I 0 U\ta 'lllta rrt ) '1• el ..... 

-'""• I'- \11M-...._._, •''- ,_,. .u1 ISM 

.. ,...,.,.' wuw:...-'-...-wlr,..s..MtMa-.-.a. 

- w-. I\-........ _., ...... _.". el .......... ,_ 

"- _.. .a- l• .... ~ --....u. .... I• .. 

&a sq I w• to fw.ip 0 tll\ta, (lao .....U. .... .u1 lie 

t1ooded wt._. , .. ...,.. ett ~ *' lib .... ,.ut.eU• 

,.,..., 0.. ._ •=-,_t...,_wN•, - '-'Sle 1111 ..,, - ~ 

• I ""· - .nu. .... - •• -- 0 7 •• lrMr ........ 

.. 7 • l'lP' • 111171 ... ti\M ... -'0. el ..u.lM .... - ... 

Ia ........ 'lllta fw.tp pa 0 • .u1 lie , - 0 a to tM 

......,\lw .r .,.n1r •••--• .. ' ,..S... ett I 5 ......... 

:16 

.. 
.. 

Regraded Unclassified



-»-

t-. I I -ettld8....__... ____ ~---
s'., ·, 

.. tA 1 ,....rtte, fl WI ' Pi 2 tie, .. tr J I I 111 stat .... . 

ot Urla& t.r \lie .....U. .-.le• !Ia' - \lie el'-'Sa *1* ,._ 

ftllld Sa 19)2.. 1M\ Sa ... •1'••·· wilda ... .....,..... 7.,. 

atw _ _,. •' ~ u.. t.a \lie 18ft ._. ,_.. _. ..,. s. 

tile aituU• wid.* - 111* ....... '- ...... ,.. 'llll1 ..... 

~--Sa.tt u7• ............ .....u --

I tiM 1\ ._.. w ' r?=d \lie aW111118 et - et .. 

... _ ... - " ••• .,... ..ur at .. Jill. ftllo' - .. 

t1m \o - W \lie Jilt IT at .. 7 rl-~ ... Ilia 

-.n--""' '' • • .,. .,. • , • ~ ,. a •· ,.. 

- - ._. - t.....S., ..,...nt• ., -..s.a ...... ~ :a-

/I 

217 

Regraded Unclassified



-D-

i.l-~~-·h··-·--- .2 ........... _,. .. 
•= tc .sa-w Jwlliq - ,.,....,.. ... wdaw • ....._ .. 

dDUw ri.loo Sa tile 0 

........... , 

0 

I 2

_., 16 .. 
0

• 

t1 ~ ...... loa\ e& - wlo&\ IIIIIJI"Z- "' tM\ *'r .... a .tc: I. 

•a V 'I 1110 .... '-t •-tM\ tM .....U.. ..U. .... 

i.l .,.00 .. --~ .... "' ...... , .......... u.. 

tr tlO.GO. Mldllc .. W eo&\ "' .. I '- I $ ll&a liO.oD 

»-1./) ,.._, lie\ tsrt 2 e1 .. eldl -\Ill& IU.JJ l\ -"' liSa 

llo 66, 1& .-..r _..., ta. ,.all&c"• &lllw I 
2 

U. ..,_ " 2 

11l"-' ·1-srt\ 'r - C•g Ill ft --~~ "' 0 I o rtt= Sa -

,, 

as 

Regraded Unclassified



' "9 --
tultt •*•M• ~ .,_ • 'r a t...sp .,.,..,,. ___ '• DIS '"*• 

ot r...s,. ma d• - '- '-' u ......... ,. .. - , etta~ 

\17 .. a wlJUI .-:t at \NU1' It I ft 'w, Ia hlft1 1\ b ._ - .... 

"-".,. 1 w I petrirt .-, l\ '-l .. - "I .... • w11 u 

• 
.. 

ot 1\a ald p1d -'-' ito ~ 1J1su--Mr•s ....,... "'liT I 0 \Uil.,. .._ 

b I at a .. ll.u eU1Ji1.a 1a ..... at all~ .. , '•• M 

-*' be a\Uebol, !lab 1llll ._., k ,.,, O..U.._ a ottwftlw 

'I 
Regraded Unclassified



220 -·-
...,.. 1a "''p''ll to .,._, ..- a llltr*'= It ........ Sa 

,_ tile dUl ..... lie 1-. - - .... *- .... ..... .. ... 

wUl bMlto\a a 1-. U.. W.. rt 
9 

''II .,.. -., s td.td.w -

f« ioo allr\Saao lel-. • W .._ tiiSa ,_. -"lr puc: \ 

u. u.s.w S\atou --' 9 s ..... el _. m: qr lo" 9 "., 

01' .... til.- -trlll.Uu .., anta ..... - - tu..• "- ···= ' 
ot -"" 1 wUl ..,. "11- ....... - ...,....., _, lO ,.._, .. 

1t tile l'fteS •a ' ot \M a.s.w Sutor 't)w! .. a 9 nr -. ..u.r 

"'111 ,._, Ia--of--· v .... ---- J;e\ ....... 

• new ..... -.1.J -• ,., r w .... bllU&W a .,....t~\lw 

-_..,a J anN _ _,. _. w •-'....,.,.. * _.11lll 

'-·" ._,. r-.~p •= n1 1lll1 ) ....... ....,... Will IFirO • ...,_ 

~ co\ -tt 'lll1l ......... , ,.. '• .. - ., lied .... "*'• 

~. ,_. 9 '· ,., --. Glal:r 1.-t ..u ......... M1 ow.,... 
, 

,, 

• 

Regraded Unclassified



~21 -·-

... ,.,,_,., .WU., ia ..... ..,..,,.. • ald.et '•""'-' ........... 

o1 eurlJ.It,c Md iM t.UU. ot iM dollal' w '1 u. +•r' tile 

• 
.. ol U. illliCM eft'Mte el tiJd.e 1M''"• J\ ._ IIJ I W te ... 

•• tw ••s'LAI•, tM\ iM I ?1- Jllllll PI'IO ,. .. 1MMV7 liS I'" 

-~. 1111\~ ................... " I ....... 14M 

Regraded Unclassified



Z22 -·-
.. n.i* ...... h" , .... 1\ ............ _ 1 ,. 

5 s .. wre ale t. ..... .:'111 3 ,_ .... P'IO $ ... I 5 $• 

1a IIlia -"7 _. M a ~' 
3 

1- ,_.. P I '• 5 '" 

of U. f l 1 17 1M\ F.U t. 'edt t. t. -. ~ CIJ;ow \ ld8 

- - r.u.t.., .....ua,. .. ~ jMt IQ a ... _, .flu" 

llille\w\Sal ...... Ia nwu.c ..w ...... - .u ..... ... 

-u ..:11 ,_ ... _ .... ,. ........ f/1- a1 .................... . 

lri"* ..... -- 1\ ....... - _,_ ...... ta ... lrl ... --

l' Regraded Unclassified



-·-
.. . . ~ ..... _, .. '1 ............. en , .. .... 

• , '*~.._Mil._._....._..._..._ .. Mt&a wM 

lU.-~=·· rtat ......... , ........... au-

·=- -- Jl}.- ia .. M\ia b 1 J• l ..... .._a.. ... 

,.......JrlU* ..... ..WIIeaa .fa1laUMIIPI' 33 1 ...... 

..... ... ,_. .. ..,.... .. ..u. .............. , In l .. 

., -.bun"' a• MlllllriUa btl,__.,,, ... tan., ... ,_.-

lata....u.al an.. aa1 ..._ .. -~'Ill'•-• • Mu.ll f ' 11f'ell ... 

oe4 II d ... tlllft a~ ,..U. at et.diaa ..W Mel ..... 

................. 
1 ...._ a• ._,., ,_ .._. tada ..u '* • ,_ '*"- -u 

u • ..,...., ,.... ___ _,17• u• ..w,....-' .. 

•nataetlbed 3 ...... ia ........ _ ... ._..._ 

- 5 1rt'= at aJ' 1?•• JIM' • I ..W ..... w&• ._,at 

~23 

• 

Regraded Unclassified



-u-

,_.-t~~Y-w-..,. .... -wu ..... ..__ 

....s-- u all .. ..u-a 1191.. ....... Sa ....... ~-• 

..... • 1 wUil ... -- .. r--- .......... at aft'Jdn, 1 -

IJtc.,.. MilT or tw b t' .. - ...-~ w - f-.1ta •- ' 

at.\eot.lall w u.a -u Sa w111a w U• ... •' Sa \M -u • w 

• 
-.14 lu. \e ...... 1\. ... ...a X ...... \ U ,a ' 1 &WJ .............. .. 
re1Ml'a\ad &t.a'-\ baton boUl ...S."-4 t.ba' w -u M tale 

fin\ .. ~· 1D ..... 1D'Itnlau-l -· \& I ... '* elte! .... 

the F 1M]j. e1 ..,..UUft I ; l ' a"e. a ...... ~ JaUM 

iDaueba aa a 

Pll'\ 1D t.11e ....... • at ._, au a "' 

Regraded Unclassified



225 

---
..-u·e•m-''-*'.., tlleM'•••'s =•..-.• 
..,,., .... ...u.. "-' •-• • _. • _.. ...,.. -~t~·-awa 

.nw tile ett..W., ......................... Udll ,_.-. 

,..._u .. 8ltll t.e tw ~-.r "- a -· • ......,. Udll ,_. • 

- -\lal iwlli ' .. ,., "- .......... - - ..-1 fMUitc 

ta *- t..atenau-1 r"'lw7 n.w ..S.tlt ................ , .. 

worl4. • ....... Udll ,._. m a ___ ., ass J ,_, w -

SWdl1a\lm .... • m -u.1 tM~Irs' 4.,..-. • u. ---•t.~•~=· 

_. -"mrtf• et tile rn,.rut. _.n....,lft' ••n•~•,..-'' .,..... 11m 

.._._.._.._. F•tlle~ elw: dnlat:.pn\ 

..... ,.... ., ....... "-1 ,.Utlnl ..... , -='Le• ..... 

~- - 1 •• u ......... ,_ .................... IJrUIM 

.. .._ ............... .... k'w ...... 

''If ''-' ._ .,,_ .... ._ ,,...., w'*'~ttr Ia Au '• s • 

, 
Regraded Unclassified



• 

-

f !JI r t i 

i f I f _ 
f ~ f ' : I -

t ; I t ~ I ~ 
f I r 1 !: r l 
J r( I l ~ 1 I 
f r f • ( 
11 ~ ~ 1JJ 
• I I i : i · I r I I i 

f 
f f f l ; ~ 
I t 

r I ! ~ r i t ~ i 
I ~ ~ J f i l ~ ~ ~ 
II i i ~- tt 
f f f I i ~ ~ l 1 
·J !J it~: i 

l i ! ~ ! : I t t I, ~ 
~ r . 

f f f i ! i ~ t' : 
5 1 I ~ t : 1 
I t t r I t 1 1· 
I I t ~ i l 
~ f l i r 

~ 
~ 

"' f\J 
en 

Regraded Unclassified



-·-
I ~ - \o tM ..... .,...U. 'IIIII1M-. be ..._. .._, tide 

11111· '1117 1a 1\ .... t ..tflda\ ,_tile,_.. \o be~_,_ 

\iftl;r ~ lliJ .. 'acleJ "'" - t. Ia ...... \tMe, 1a 

...... .. u.o., 1\ .... ~ ...... - "'-'the -....u ... w ..... 

:27 

• 

~ VM la. t.,s..la...... ...... el1 7 c1- •" Ut• ia ..,_ .. 

or mrouu ... ..,. .. a1 \e ens- ......_ Tll1a 11u toe. • "be an 1\ 

..u be - s...- - - dee\nc:Uft - erUMlr7 ... -··&.o· l1h Sl till 

1e~ • .__. • .n • _.. -'-7 .. """. ,... ...-s.c.., 

ai.eu _, ~ ~ M ~ 'b7 -u.-M .....-. • te 

• 

'I 

... 

Regraded Unclassified



,. 

1 ' 1 1 ; ' J ·K r ; 1 1 l 1 1 ~ 
I ; I f l ~ f l ~ i g l l f i 

1. :: I 1 ( 1 . r · f f ( ( ! l r i j I 
I .. f f t f t; I .. I li ! f 
f ! r } r f f i ~ f :: l -

' ~ r ; ~ ! 1 J 1 ~ ; i 1 i i 1 

I J I l J r r ~ f j l ~ Jl i ~ { ~ 
! I i r I I ~ j i ~ I J • ! ' J • 
t; l ~ l ! . 1 ' a r r ~ 

I I l i ! I f I I 
I ; I' f ; ; ' • ~ I I ; f ~ I - I M 

u ~ 

Regraded Unclassified



, -·-
.., '*•· u tM ca~-,-- W.. ......s.- •-. -w ..w .._ 

'" "9 -~ 

\loa ..U ...,. \e 'lie ...... U 0 6 II - 8 ' l)F \e ...U. \e 

• 

I 

.. 

Regraded Unclassified



-·-
,... .... lltft tM ...... ,.,,. Ins. .. --··'=• tM ,..se .. -

~ ..w llaft lt•tlt-. ~~ ·~-.. ~··al' _. n 

•• rt•-~•'rlllllW .......... I 

lliaoVou ettMta- .... til • ...., Ill ..U'I'itr· 

-· ...... 
\boll toni&!~ ............. -. 11111 M :a.... I 'd.r u..& ,_. M 

'be....w.u..dtr. ... llaU..el-a IMtlll-ta...rwwU 

leJ 

'litl ._ l'llll'llal'- ...,_ el PJINtlill' •••-• ... ....,.utt,.. le 1-. • 

tiM -u-., --'"- ,.._. U.\ ,_. .... -'~•• 

fweitD -wlM '- ... _ llaelfttl telr til I 1
- d tile ... -. 

·t~ • 

... u h PPI• tM ............. - ~ e1aSa .. s. 

1\a Jll' ; a 111a r 11 I\ .. \M ,_. '- --.. \M .,..,_ el * 

/1 

2:!0 

Regraded Unclassified



tiM 9 •wt of t w old pltl -'-" 'llitbGil\ pn... ,.niMl.,. ~. 

I -u lin \o -. ._ to - _,... ·jefti- wiWdl .._ 

11.-~ ... - ap1M\ Ud.ll IIUl. 

I !-" U s' e!_. a\ ..-1.._ ~,._\liMe .... 

oppotoool thta leliala\1GD that tile ~alu\Soe or ~ liOl1ar 1n 193:) 

.Ia • •-ua et 'llld toa1r plaM Sa UIU ceu"t aa ...U • 

1J1 \lie ftiMr -'".• f/1 the -ld bet I P 19)1 ... ~ .... 1\ 

'I 

• 
Regraded Unclassified



-Jl-

_.Sa.._ a aas.. 

~ .tt ... ,.u •• 2 ...... -· 0 t "*- ..... -
:It; '•W• DoriJtC - .x\ ~ .....U.. .. 5S If ha ..... W 

• :t. of .,.~ '1M •• , .... ., _,, .. ,._ tloc ,.u .. 2 • 

- "'* ..-.u- at n.u.c- ... 2 2 .. - ... ;Ill ......... , • 

..U.. an tM ~ at - - ell -"'1-. ~ 
0 

1 lftlf 1Mr 

• .. 
"-ioe--- ............ u..sr -·· ,_ ... IIJ ,..,.. .. -

lw 1ft w wa a lcllr a*-'- 0 OS ... Sa tloc 111&W ...._ 

• Regraded Unclassified



-·-
tldllr ................ N1el ............. .,.., 

.. ,_.,,..._ ......... ...._lldl_.._U ,._ 

~~,._,. • .. _. .. ..U..,'e ....... Jiall_ 

... ~ pa-'• Ia .._, ~ _. MIS• --- ftiU----I J$0,tllaS. ........ . ..... S.O.-.. , nalF .. 

W "'"''"• ----· I '$ ' .. lJ1 -·xx, .. ..... '1 $ 

...... -~- .. -----· ... ·--=-£ <- ............ 

--~--- .. d' ... llal, 
In ln- ........ , , __ ............. ,... ...... 

• , 

2 1 et .. ..w at 2 

• " ............... Ia .,.u .6 

1m ............... el ... ..n. .aa __ , ..... ..,.... • 

... t1ill .... rt 'sx'e ,.u. .............. - ..... 

)0 ,._. ,_ .... ~ .. I jl n 19)4. JIIUa --~ 

,, ................ . 

233 

.. 

Regraded Unclassified



fte •• _ ......... ,_ .. , e6 JIIUWt ' 9 I t .... wd ...... _ .. 

-""'- ..... - -'11 .. r.n ell 1"' ..... -... Jf' 
2

- ..... 

..,...tWI'_: D'•• ~- ..... lqz r'Sa.._ .,._ 

=· '"• 
a..u. ell • ••• II' ... n.. ta ,..s-. Ja .. 111ft ,.,._ .,_ 

.,....U .o\ uaua ~ te .. A: $. l ¢ ._, I& I U, lla .. 

--· ~ 1a - 1l'--"' .... ,_ .,_ '"........ ~ JIJ.M. -

-•:';uoa, - 0 te _. - JD ,._, ...,_.. ~ 1la 19:JI _. ,. 

-afUia! 7 .... tl&ae-•" 2 .. ,.Jft __ _ 

'Sip • Ill ....... , - --lad. Ja tlla .,._ ,.,._ aU k; IIW 

... - 1IMir .... - --· u,...,....- e6 .,_ ..,,_ 

• 

234 

Regraded Unclassified



. 

tj! 11! i! f it-s~ .., II 
1 l t ; ! ( f ! 

[ f i ! f ~ l ; 
f i I I ! J • i 1 
( f f f1 ,J r i 
~ 1 ' I I r I s i 
I r ' E: ~ a. f F- 'f1 

1- i f ! t ~ i i 
' 1 t i ' f r 1 
f l ; ~ ! ' ~ ~ 
. . f E: l ~ ~ ~ 
r t ; I f ~ i : 
I' cl ~~ r 

i ~ c i a \ ~ t . l : ( 1 , I f 1~ ~ 
( 

i • ~ 

f ' f I 
~ .. .. r l 1 1 
l I ! ~ ~ · ~ 
~ !{!~~~I 

~ [ l I ~ 

. ' l ~ t f 
! i t: ( l E: I 

i ~ i { l il f 
I l f : ~~ f 
' f . ~ 

' 
t ,,, 
(,..,> 
01 

i 
~ 

Regraded Unclassified



_, 
,_ ... __ ,,..., .... datM- ... -..a- .. 1 1 ,_ t.l 

•..,-,. fl:llllw .. ..,..... • ••••r• • 3 e 1 3 

,.,. *' -• sar ap slaM• Ia w. __ ..., .. ._ J11.1rM 1a 

"' "
3

"'.,. s ,,,7 e "• e e rt• 1a tld8 -'-7· 

.. - ,..., ............ t.l * w .......... ....w data 

"; dltle ,_. u. a. 1a ,..s.. _. t au 'Se f/1 ·- q. 

~ ............... ,__ ....... ___ ..., ... 
..... ~-~~;sriora...,..,. m-.. ... -..u ... .._ 

,... •• - - e1 -. ' u a 3 

,. .. _ 1a .,. ,.... *'-· 

.......... ,.,. ....... - ...... ·-sw; ... - .... 
alllw W ...... • 41 ,_ tM ..u.. • aJ.--..-.. • 
_...,. ... ,us ........... 7 .... 

• 

, 
Regraded Unclassified



-·-
Wl\11145 ·-~-------._. 11•.._ 

liMe ..s.t l\-~ ...... , lid .... '' t " 1 Sa 

_., atW I "» I..._ •- _, aa M1 ~ ._. 

._~et .. au-SaltD-'l.W•te .... 

r..-rs..-n-~...s-.-'-*~ • .... -

... ,...U.-18' .t..U.. ....... - .. --' .. _,. 

tiWo ...... _,d....... c.dl~ ~ ........ 
.. u. u. \e • -•'111-eflll Sa .. ~ e1 .. as 1 ,., •-

-'--• tlda 'Hef ts ''• ..._,, _. tM ,._. --• 

1\ ' ... 1 0 1' ..... ..uar. .. -- 'fi'MI ~ ... 

utMt.-.... 'H. • , .... _._..,._,_.. 

• 

• 

'I 

• 

:37 

• 

-

Regraded Unclassified



-n-
, '<8 ...... 

eoac:•• lltlU ..US. ta tiiU tM .-no te .......... tM ._ .. ,_,., fill 

.. 

.. ...... .._---....... fill ....... --.. •• """ .... te.-11 

-.~fill· 0 .... s..~-~-., ...... 
0 ?• ·7-•a:qa:q _.I pw: ,..,. a ; oel- fill ..... fill U... 

'121o -w awtl Petta.~- ,__.,fill ta. -•ll•.....,. 
fill ........... _ ... 1 • -n:. ....... 1 ,... e-ta .,. ... ,_. - .-1lF 

1 I• • •0 -nw.:...- ,.,. .. ,,.,_ ... fill ••• ,.._..,._ '-...... 1, .... 

..... Sa ... fill a a • 

Regraded Unclassified



_,._ -39 

... ~- .. w. IU1 u .... ,, __ 11<?•• ., -

,_. te tw 12 .... ,_ tM ..U. J .... • 'sd I •~tftiAP-• 'r 

a at'• -n1ddl .. wlt?a I 5 t W tM ,..,... el tM ...... 11t 

• tbe Wti&J - .... .., , et I k41arl U. -", e6 

\llell .. ouetu-- b tM ,..,... el U. ..U., I_.,,_ l\ a; snw te 

...,_ u. tlllla 1111 u n sa • w ,._.,. .. ..,,.. u u. : • 

....... s.. .. , ..... ., 9 • 

ewtaa), _.,.-~ ......... ,. __ .. .., ... - n 2 

1lde le ..... ~ ., 9 ,_ .,..,. __ lift ., Au ?. -·IG.I-~ 
_ _.. s ••.U._.._ .. .,.,.-.sr..,.....uu...,. 

*-Pt ....... .n- 'r iatW'S .. .., .,_.. b U. ..U.. I .-? 

....... ,.., .... ,. e~m ,,._w~,...-• 

au ?Jte'stas_...la..U.M' ,,_., ...... .,... 

., ta. WlllW ......_..._ cer---· -. ......... - _+'•Ia a -ede ..._ - = ·- -~ 

7' 
• 

Regraded Unclassified



_,_ 
e1 c1o11an aillpllf ..s -' ia '- ar ..,w - .n • ., n -.... 

~ s,n.nn .... ia ld8WT· !lie ...... Ia .. ww ..... 

...... ..... - ia -- et dell-.- .... w, .. - ....... 
•J*Ilu tMo ._ .- "-' v- '-'-• ....u rCINitlt ,_,, a ..., 

olaUU'e -' .. tlaelr tWIM ia clell.aw u ..., .,.., .... ~ 

Sa t.M _....... et tbe\ -• IIF1' w.lA \a. llld.W a.._ as ' 

lie~ .. Nnw-,... ......... 1.- ..... ' ,._, • .,.., u 

tq ........ ~ .. ..u laia ..... ,.,-- ........ ...-• 

• ,.., .. ,_. "" n. .. ,... • ... ,... pralanosll ..... bia ldll ta 

.., wacaq ...,. -.. .. ..U. llo' -•=• M 31M :a-.. Mtlt ia 

t.re t.alsW0 rt sua • w \a. ...._. • -*illl bia ldll ,.., 2 'a 

240 

Sa P sdm ..U... .....,.. ._ Ia Jlmrt• .. , '=• !ld8 ia ww 

* ealT et 2 rta• .,I,.... -..us.- tna etta 2p.., ._. 

• 

• 
... 

Regraded Unclassified



-1/J-

.. u..,..-"- .. • Mac ~"-.1 ma .., ..... _. 

••• r;r l.na, _. ..._ w be np' ,.,. U. -~ ~ 

e4 llo•ded U. t....S.. ..viM. • P.-..1, I n ve ._... -. 

- u a&.s.d et u. a l'tlpe\1\ia et 1M\eld.UV ta ma : _ _.., 

"Pft1\1a et MUac pr1- Uld ef a datlatiX'STJ' 8Jdnl• Jra 

~ ettw\a ..... - I vd• WIW'a • -- tlla\ a\ 

....., a \1M M&'•·' a- tw''-• We1star JNI1'- a ss -, U. 

fl 

441 

Regraded Unclassified



-41-

""'"''•s:-utal ,_. .sa ..W ~ pac wt ... • cl'-tlw U • 

- ,., ..... -= .... 1M ....... \a .. '= ..... --·-­

...... aCCCI I ll \Ml Jill- wU1 .n .,.,,W 

\lc\ l\ lc""' a,_,~ tee••-•• I pal tM\ ....,.,.., ... ,._ 

lit bi- tc decpoN\e ......... Yet .. , CCN1F ~ .. 

tM\ U.\ .. ....w ... 7 , ... \a =--u- ........ ta ... 

dS....uta. 

-....r ••l'lar--'l u.n lice 'lew ... a\ .... ~ 'l:r .. 

... ,.,_alta• ., *= 1111 ........... - - ... _ ... __ ..... 

derl. * ....... , ....... pcrt.t -- as• I t 1Mt cwv_._ ... 

hpl Joillllt a \ a """-IW!'IA-1d ..._ w - clll1e \a •Wah ,._. 

1 Regraded Unclassified



-62-

•~"~~~-'' ..-. pl da.•e, • 111 •··~ .._ 1\ 1a - ,..,... ... 
ftll• •• .... .... 

~ ••-•rldN.., .,. ... _._-a' ' 'a e1 ••••-~'18• ~. 

_, 1 6 J9N• wl .. 19Jl. fte -W ..._ ta Uleee ,_..- -' 

., • ...,.uu ... a-~-..... ta .... 111--"'-1 ..a.\e ., .... 

Da1llc ... -,.... .a- 111 ·--·5- ---.see ........ - ..... 

prl- ta \1111 llalw naw _. "'ta.e- \1lle \IIIJ 1u 5 v •••= 

alaa-. .....,C .. -' eU Jl .. 55 , ............ cl:a ' 

tao. Vd.W !taw -.j ;eol a I w.ul -lls•U'l\1.,. eol , ... ta \IIIJ 

_.,. ..an.. tilde ~uw ._,. 2 • ., 1u s 

.. 11M~ cow I ...... Mie ,_.. t '1*'~ fe''-1• .. 

till -Wlew - JUbi1 aJ.et U t.ft M t7Jelr -· dM - -­

fiMlaM •• 0. ; ·--- ..... JJd 7 ,_. ... ~ ~ .. 

• - 1a. flll'leol wll'tebi .... aM• .. 
7 0 

..... "'""· 

._. 1115 ....._ b wa, - ta.e t.ft _. IIV.,.•5- -wtM 1a t7Je 

• 

... 

Regraded Unclassified



_..,_ 

... -sal---- au.--- ........... ...... 

..uodW ...... tw *""'-- .... .._ .. - ......... el t1111r 

..... u... ' ., 0 _,...._ ,.. - -- ..... el .......... .. 

~IIIJm'• ..... ta•-JIIII'Wtlllr•-....W. .... 0 

ta-111· -wo fw _,.n. ~ _,.,. fl'l I \ ..au.- wUta­

,.rt,.. t M•M17 .,_. U.llw'W •• ,s-a nh' "• t .. :pelLa 

"" t~~en .., aL""I•••""-- 111a1a -w ~ "- - •' -

ot '-tea ~•--"'' -•·w.u ... ..m.ut -' to .w:s- et our .,_.,. • 

u. ,.,...,,_ et ~ a ...,.UU.w .,., , ... - •• .,_ w ldtll' 

- Wn ,..... te ........ - _ .... t... I 0 W p; .1 .. 0 as..?~ -

1a -·\be wttt .... s.ru ............ ~-. 4 ...... ..... 

"'....,,,_ "-'--- ... •-•U wt11 rtw uMl...:l r1""tr • 

I llnu- tM\ U.- Jl 1 peel* ,_..wtU 't1r l...U .. 3 3-

.. ..rrs.s.n ....... "' ,.. ...... 1 ... _ ... ,. ,.. • - el ..... 

r 

244 

• 

Regraded Unclassified



-44-

Olldtll .s.lo' ju\11)' tile .... nd' 3 ........ u • 

.......... qwnt• ............. Sa tiiU -\iaa. It t..s.a 

StaW .... te r.u.. 8011\t 'lkU I _. •t. tile Lkp 118\l• f1f • 

hllpM r ... t11e ODiW S\8we t.o -'• 'I'Mn ... .., - • _... 

..., u \be 6epwS.t.ta oil tiler- Sa 19)6..,. 19Y7 'IIIli* tw 

-...1 • $1 Wwt. - !11!1 -' ~ jiiU llel -""• ...... 

lllllW ll~e. 

• 

Regraded Unclassified



-45-

CW'I ..... el tM t .............. u tMaw"-.1 .... 

.. ia t.nWu1·-· _ ......... , .. .., ,,,. .. _._.,.,Ill ....... 
,....,U. • _,. ...... IW M"• 'r tM 1111lW ...._ .-. ,._. te 

lU WI J• ftlre SaM ........ _.., .. -'& ......... el-.s. 

... ' -w ~ .. ..u... ? ,,_,~-- .. 

_.,.,..._. '•• n ... ..- ...... _..,..,_. 

1\ ... .. ,......,... el -"1111 ---- .. - Ill .. .htl • 
......... •• ' .... - ~, .. ,_ ...... el tile IU11a .... 

,.... -.. u.r. s. • t:tnnda-..-wLt-=-1' _ .... ..,. a. ..c ~ nlll 

atwr; .. .._,_ .... s.--....tetellwtiiM-

....,..... -,.,. ,,. -•sP'~'·-•• __ ..... te tit-- -.u ....n 

-.....ate passu' au '• _....... ,._ =1''• •-* ,.,, * 
• .,. tiiiU - d'-~"111• _,..... "- _._._ ..... ~ 

.. 

• Regraded Unclassified



-~-

~..s.r ... ,_. .... h 
2 

2 9 Ia - - ........... --

Sa '"9 'tr .... 1t'J4 - u - - ........ ,.. Ia 1 ... l\ -

uu • ~ ...... _ ... , ,.... ....... 

''-..WtPIMu.-. ......... ....w __ 

• ..-1 tw u. ... et u. -u ..... u ............ 

~ft.- U. ,.U-.. elite wa c • U.. rile......._ 

I • afNld ._ I - ISM Utue -.u tw UU ..,._ 1\ Ia W. 

..,... ... u .. ........... - ......... lte...,. rile 

--..s....w ____ ... _,_ ........ ,.... ....... 

-u al.e llw • .,.._ _... _. u. ....,_..,- ..w • e *''' 
1\ ._. -... l\ -..... Ia wlllt._ • ,,... t?ul\ 2 s ?eM• 

--.. -u......., .... , .... ~..-. 1\llzM .... 

1ir ....... te2lt ... ) IM• ... 5 5 ?eM• ef :liD 5. WI 5• 

I 

• 

~47 

• 

Regraded Unclassified



''",... :4a 

_, be bed tw tile ·~ .n.r _. '-' tw tile ••--•Ill• -~fllr... .. -.wr 

_. ...,__ ·---r - tloq 1d.a t I W ..... a\ a 1.- ,.U. ~ 

I 1 I 1 

... 1• oat ot • • , ,... __ ,pi, ... , ..... ~ -·-1• _.. .... 
at Jll1,-. ~ Ule '-' "- - 1a tbU --· '7') fW t I , , 1ft 

~~e-..- -·tt ... Mr-bl .at ..... ~·· •• 

r I : ,_ ~ iii'-Ln.d N ,,. 1 5 U.U.. ~ W .. - .... 

1'lle ... - )II' I F - W tloq ... l 0 11"\e• ...... - ill a I ; -

• .. 

Regraded Unclassified



~49 

---
fM\tlol,iJJ ... ,....-~-Sa..-. a.ta~­

s..-w ~ ~ ... -- -·--' tbH .... ..-.,-­

porW 1oode .,_ - U., ... •' d-p ta I'M\ U.., r.11 a U"la -

111\ ~ --· W - Sa a II II Pit •• 

I ... .W .._. _, ••'11 _ _., N~ Sa ..-.tt.e ...._.. 

• ~ 'lllU - - tlla\ &;; 1 ,.. "' ...,. • l c eetw • - ot 

\lie .-1\W 0 fto fils. L.,.r-.t\ --' t.U.. 8 -- • :s• 

-••.,ill• ot otllar ..... .s- .. I: uSa"'-*'.._..,. tor 

\a.,~ :a..-~ tw. .... ...... .,..... • -.u. • ,..s. 

.. ,_.. h wP1l ta11e ~ ~ wP1l au.tate tlla\ ,.. '•· 

ftle ....,..... .. wUl ...,. ~ .. ran... ta u. -'17 - -

- ........ la- -U7 "'attW\ ...... , ............ .,. .. 

-....uu •• 

• 
Regraded Unclassified



-·-
:ra tM ftrft plMe, w - .......... *- _, ........ 

11119 e1 ...U i.e ' &J .. tM ,....._ I ..W d .. ,_ a 

...,..or~ .... w._....__.,.,._~ 

of 1M I 1 llh U.. ~~priM-~: h ... Jl)a. ........ 

a ..... of J"'IPUl\T M W otfM\ UV 4 UUYWI 4' u2va.,_, 

\lie 110 •-tz:T ..U - -''-P' \e - a z 1'1U'N ..._ 

es.au .. 111 111"-7 ~ 1oe..,.., ..u • 2 12 ._ .. ,., -

.....,._1111 ... ...,, ~ - ,..... u •ss •• lbrS.IW tu& ~ 

1a ,_ et.Mr ..-tw. ' 'IF .. tM priM .._, .. t.llll 

250 

Regraded Unclassified



.. 

:s1 _,.,_ 

-· 1M ,...s.ta el .. .. ' 1111 u ...... - ,. 3 

~ lll.lww. I\ U-- .. llbw .. ' 1 .a.\ e6 1"' ... 

tile Qa a \ ...,uw r.. •• _, ..,_. lll1nr W\ ... '"'"'• 

Cllu ., .................. el _,_ ..... ,. el t.llla 1111 

'Mill .._ .._ ....... ,. ai* ._ .._ 

t 
Regraded Unclassified



-51-

.ajll' -'-'-· 1-:C110pc.•--t"-•· len ,_ -- 'lr 11 , ,. * .• " .u.. 

11 ..tdlnt at a ~ tile\ -- --ld•la• l ; a ""'• .r ..,. • ..,_ 

ti ll da, riUa I ISIJl tit • ~ ell .. IIUl. 

eeiAa .. of ..... d.l- ..... M\ 1111Ue1f -'i.W .. IIWIIIIe 

tilt ee1Doip ol ot.a\lo •boer cl- 8e\ ..n tile ~ _. tile 

,..,U ol tile llrd.W ...... - ,_.. tM 1111nr 1e SBF"' ..e 111tll 

\be nbw dell.,.. \lie\ - ll!dJIM &. .._ 111.1nr eeq111nt .. 111\11 

.u._ .. ..uneat• •-.. bJ tile .,.. ' , • .u.,... 11ft elT 1e 

\be a8qll.ill1\t.• ·~ 1111.w -' a bee, bon tMn 1e, • JW a., 

• ..,_....,.. JFNfl\ ., 64 ..... - _, - ., e1lftr ....sMJ 

64--*·--· ,_.,.. ................ 64 .... 

Regraded Unclassified



S/17/YI 

-S2-

been beneficial I.Jldirec\ effMt. u ...U . u direct ef fMW• 'lere 

' 
...... Un~t 1A tau• .... -id 1-• .-....t. Alld -

lut to cl.aho that t~~e eeqwteiU• ef ~· .u .... 1e ntal w 

. • 

.3 

Regraded Unclassified



_,_ 

,_....--.. --·taU"" .... ,_. .... ---

• .. 

• Regraded Unclassified



, 
.Prepar ed by: 

I 

-

.... 

' 

·. 

!Jr. 
J.lr . 
Hr . 

255 
BelUer, 
l.!urphy ' 
l!aae. 

--

• 
. . 

• 

_,._.. - . 

• 

' 

Regraded Unclassified



TO 

"''"' 
SUbjeotl 

TREASURY DEPARTMENT 

INTER OF"I'ICE C OMMUNICATION 

seoretart Korgenthau 

llr.HB.a:t?/1 
HOLO 2-3/~ 1 s of 1939-~9 

DAT8 lla7 17, 1939 

1. Sball announoeaent be made on Thur•dal' that the t eras 
or the refunding offer wlll be made on Monday and the un­
refunded bonde redeeaed on August 1? 

256 

Yea. Tile aarltet ia verr strong and, barring aerioua 
European dieturbanoee, should be exoeedingll receptive t o 
a refunding ot t er. In fact, the postponement of such an 
otter under present c i rcumstances ie apt to give rise to 
apeoulat 1on regarding the poaeiblli tl that the seoretaey 
is in poeeeasion of some verr unfavorable i nformation not • 
known to the public. 

2. Shall the refunding iesue be dated Jls.Y 15 or JUne 1? 

The argu1111nt i n favor of a ll&l 1 5 dating is that the 
future servici ng and refinanoing, if any, of the issue will 
be tarthar removed from the regular Treasury tinano.ing date 
than it a June 1 dating is used. 

Ae against the llal 15 and in favor of the June 1 dat-
ing ie the pouibllit'l that the use ot the to~r will ll&k• 
101111 people think that the offering had previouall b een de­
cided upQD and then held up. Tile June 1 dating 111gbt &?pear 
eomewha t 110re ouet oJIIIU'l. 

We have no atrong preterenoe , but lean aligbtll t~ard 
the JUne 1 da tlng. 

). llaturi tl 

The eXisting HOLO debt structure p ermits bonde to be 
oalled tor redemption in everr year between now and 1952, 
aa may be aeen from the foll~ing l1et of outstanding 
Obl1gat10n11 
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secretary Morgentbau - 2 

2-3/~'s or S/1/39-~9 
3/S 1 s or 5/l5/4o 
5/81 s or 5/15/~1 

2-1/~ • s or 7/1~2-~ 
3'• or 5/1/~52 

(In 111111ona) 

• 905 
128 
192 
879 
779 

It would appear !rom an analyeis or the Corporation's 
requirements, contained in our memorandum or April 21, 1939, 
tha t an i ssue maturing in 9 or 10 years, but callable eev­
ercl years in advance thereor, would be wholly satisfactory. 
~ch an 1aeue would likewise t1 t well into the Corporation •a 
maturi ty schedule as tabula ted above. 

At tention ahOul.d be called to the tact that such an 
1aaue will be exceedingly ditticul t to price closely; and 
that an ample margin or aatety shOuld t herefore be allowed; 
and tor the t ollowing reasons: 

(a) The upward curve or interest ratea is ao 
steep during the tirst sight or ten years that it 
would make a considerable ditterenoe in the price 
ot the proposed issue it the market, by reason or 
the low coupon, should evaluate it ae an S-, 9-, 
or 10-year issue, rather than, t o ita earliest call 
date, ae a 7-year issue. There are no strictly 
co~arable issues outs tanding -- with similar call 
periode and low coupons -- t o aerve ae close guide­
poets. 

The Ooldalli t h letter on the Goverruunt bond 
marke t a r ew weeks ago, i n diacuadng the refunding 
ot the BOLO bonds, called attention t o the distinct 
posei bi l ity that a 6-9, 7- 9 , or 7- 10 year retunding 
1eaue 1111ght be eva1uated by the ~~ttrltet on the bade 
ot the final matur1t:r date rather than the period 
t o the tirst call date, or tor some period in be­
tween. FU.rther, otticia1a ot the New Xork Federal 
Rese rve Bank likewise report that diacuaaion along 
this l ine baa taken place among acme or the dealers. 
For th1e reason, it would be blgbly deairable to 
obtain a wide ooncenaus or dealers on the probable 
prioe basis ot the retunding issue • 

• 

:s1 

.. 
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seoretal'l' )lorgenthau - 3 

(b) The iaaue to be called ia ver, widely 
diStributed, and even a handaome premJ.ua ia likely 
to uave a a1grU.ticant traction untendered in e~ 
ebange, A l iberal premJ.ua ia the more neceaaary 
because ot the tact ot thl.e wide d1etr1but1on, 

(o) It the exchange 1a aade aa ot KaJ 15, 
the bond holders will be aell:ed to give up their 
2- 3/4 percent coupon two and a halt monthe early, 
and two months early it the exchange ia Made aa ot 
June 1 , !hie aaor1tice amounts to about 1$/32 or 
16/32, respectively, In other words, in the pric­
ing ot the new iuue, an extra prea1ua ot such an 
llll'Ount should b e allowed to coYer thl.e aacritice, 

(d) Operating in the oppoei te d1reotion 
from the toregoing taotora are the considera tions 
that the new ieeue will be a retunding rather 
than a new oaah issue; that it will bear the low­
eat premium ot aJ17 outatand1ng bond ot oo~~parable 
l!:atur1t:y; and that banks will welcome an iuue ot 
suoh maturity - coneidere.tiona which should an­
hanoe the attractiveness ot the 1aaue and cauee 
it to aell on a lower yield baeia, 

::.sa 

The choice ot preo1ae maturity and coupon, with a Yiew 
toorard setting a e.at1ataotor, probable pre:aiua, can better 
be deter:atned attar ob~en1ng the aarltet during the next tew 
days , 

• 
.. 
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11&7 18, 1939 
10110 a ••• 

259 

B)!Jr: Hello - Walter L1p~. 
Walter 
Lippmann: Y .. · 

HMJr: Henr1 Morgenthau. 

L: Hello, Henr7. 

!D!Jr: How are 70ut 

L: Ver7 well. 

Jli!Jr: I Juet wanted to tell 70u that I enJ01fd reading your 
p1eoe 7eaterda7 very auch. 

L: Oh I 

HI!Jr: 'l'he one on refol'!llera. 

L: Ob )'88 1 7ea. Well, I 1 111 glad 70U d1d. 

!G!Jr: 

L: 

!ll!Jr: 

L: 

!!l'.Jr: 

L: 

I!M.Tr: 

L: 

HlfJr: 

L: 

Jll.'.Jr: 

L: 

And 1t rave ae a good deal of -- of pleasure and 
eat1efact1on. 

Oh well , very-- I'm-- 1t' • very n1ce of :rou to 8&7 
that. 

And •••••• 

I -- I hope thJ.nge are going along v1 t h aome hope ot 
good reeulta. 

Vell, we farcere are alwa1• opt1m1at1o, 70u know. 

Yeah. 

And I've been 1n worae f1gbte than tb1a. 

What'• that? 

I have been 1n more difficult a1tuat1one than th1a and 
have 1t have a happ7 ending. 

Uh-huh. 

And I'• aUll hoping that we w1ll han a haPP7 ending. 

I '". Vall, good luolt to ,.ou. I have a p1eoe tb1a 
aorn1ng ,.ou llll.ght han a look a\ 11111oh U on the -
aore or leee tha _. l1nea. 
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l!)(Jr: 

L: 

l!liJr: 

L: 

!!MJr: 

L: 

ID!Jr: 

L: 

!iJ.I.Jr: 

L: 

IJJ!Jr: 

L: 

- 2-

I -- I didn't see that. 

llbat • e t hat! 

I didn't -- in t he -- i n t he New York Tribune' 

It'e in the New York paper and in the Vaah.ington Poet 
too. 

It's tunnr , I-- I didn't • ••••• 

Yeah. 

Well , I oertainlr will look at 1t. 

Yeah. 

Well , I Just wanted to tell rou hov I felt. 

Thank you verr much. 

All right , Welter. 

Good bJe. 

• 
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R!tJr: 
Jesae 
Jones: 

SJ.!Jr: 

J: 

Hello , Jeaae. 

Hov are rou' 

261 
Xar 18, 1939 
10115 • ••• 

I ' m &11 right , vbioh ia - - I bad •1 baolt &11 strapped 
up, but otherwise I ' m all right. 

I aee. Well , I called you reeterday -- you're anever­
ing my o&lU 

H!!Jr: Yeah. Enrrtbing settled' 

J : 

!l!!Jr: 

J: 

!ll!Jr: 

J: 

HMJr: 

J: 

!!UJr: 

J : 

!ll!Jr: 

J : 

~!Jr : 

J : 

RMJr: 

J : 

!ll'.Jr: 

Huht 

Well, I tbinlt we're in agreement on - - on Nicaragua, 
yes. 

Well, t his ia in answer t o your oall. 

All right. 
oourae the 
mean, they 

Yeah. 

I think ve are in 
the Nioaraguane 

baven•t •.• . .. 

agreeaent. Nov the -- o 
aren't in agreement. I 

But --but as between State and Export Bank, we've got 
the t hings &11 worked out . 

I see. 

The -- each of ue bad to give a l ittle bit. 

llb-buh. 

And ao forth and I think t he plan U all right. 

Well •• • •.. 

• 

The other thing I vas going to talk to rou about 
mentioned the other day about Wheat • •••• 

rou 

Yea. 

v- ..... t N I talked to Henrr Wallace -- I • • •.. ·-1 ... ea • ov, 
talked to John Goodloe. 

Yeah. 
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J: 

m!Jr: 

J: 

!ll!Jr: 

J : 

F.!!Jr: 

J: 

IIMJr: 

J : 

IIMJr: 

J : 

J!:.!Jr: 

J : 

~!Jr: 

J : 

HV.Jr: 

J : 

-2 -

And he e xplained to ae t hat the -- the7 vere tliking a 
good deal or Wheat nov. 

Yeah. 

And I didn't-- I vaan•t 1n a position to talk intel­
ligently to him about 1t. I didn't •••••• 

I oeo . 

But I t hink t hat -- I did talk to llallace and I -- I t old 
Wallace or your -- ot your t hought 1n t he matter. 

I 1m sure •• ••• 

It vas more or less incidental and I -- had it in con­
nection vith anot her Yieit ve had -- but -- but you had 
brought it up a nd I vas bri ngi ng 1t to hie a t tention. 

Good. 

So that's about all I oould do about lt, I guess. 

Well , t hat -- t hat was all right. The -- we're going 
to try t o do a job tor Home OWnero' Loan ~!onday . 

Well, t hat' s t ine. 

Yea . 

Are you goi ng to do short tara, or haven't you decided? 

Well, I r eally -- t he boys are t alking between seven and 
ten and I haven't got .,,. teeth into it yet. 

I eee. All right. Well, t hank you ver1 mu.ch. I hope 
t o aee you soon. 

I hope so. 

Good bye. 
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to• !ht Secre\U)' 

I ba4 lucb- \odoi7 wUh J- B. I. ez-.u. 
Be \olcl .. \he\ hlo ...... t orlal uplraUou were plJic 
\o M cleela.cl 1lp01l aerl week. · 

Be 1a cloWil here ahcor1Dc a 80Uoa plnve-.... ~ 
lilt ~ok ..,uue4 1 Ia Det .... • of c.pl\&11_. 117 J- B. 1. 
c-ell aa4 Buco J. Cs-IIIQ>. I "•' 4oft \o \he c.pUol 
'ltbtre \he fila h 'be1QC ehowA 1a \he Dh\rlo\ of Col•'bl& 
co•lt'" rooa, Ju\ 117 \he floor of \he ..... ,.. U cllcl 
110\ pro,.• aq\111QC \o ... • 
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TREASURY DEPARTMENT 264 

INTER OI'I'ICE COMMUNICATION 

DATil 

lll!r 18, ltH. 

TO 

,00 .. 

For JOIIl' iato:r..Uoa -

At t be oucaeeUon ot Kr. lloReJIIOlb, I ado a tborollll& obeok 

of the doil:r- oalendar reool'<\ b.Pt liJ M ao oooret&J7 .., Boi'MII Ollplum' 
of ell hU oel.lero ad tho utaro ot tile oallo, oo tbat I aipt &J.n 70\1 
tho bltc~wod h1oto>7 ot llr. Ollph&t'o rolaUon with._ Orq. 

11J rooorb ohow tbU Kr. Oliplumt •t - Oro:r t or tho tiro\ 
\IM at a IW'prioo part"f &iT& bJ flU~ llittoll tor Lowel.l llellert 
ot tho CoDK>a Club at 6::!0 011 lloroh 9, 19:18. Kr. Ollpllut b..S lalo­
IIr. 111Uell t or eo"" tiM end both Kr. 111\toll cd - Or.y aro con­
cecto4 'llith the BrtiCII&l. llceo Li'brar;r Fou.a4aUoD. . I rooell..S ..,.., I 
,,., tbt erticlo 0 11 Aaaooioto4 Oao ' :ID.eotric ~ caoo ill tho 
No .. York Herold ~bulle 011 Xq 17, 19:59, that the ollly other tiM, .., 
rq lalowlode;e, that llr. Ollpllent oow Kr, Orq waa at a lWIC'beon on 
II&Nh 11, 1938 at the Carlton Botol. lfr. Gr117 bad aebd lfr. Ollphut 
wben bo Mt h1Jo at the cocktail pan:r "" llaroh 9, 1938 1t bo a1pt 
• ...., to tbe office or ban luch Yd.t h h1Jo a ... tiM ooon. lfr, Orq d14 
Dot di'Nlst the neture ot tba q~~eoUoa bo .,nld l tD to dhouea with 
llr. OUphant. I ~ar U 'becouao ..,., llr. Ollphat roturn . ..S troa tba 
b oob- that dq bo •a oo.,.idora'blJ UP&Ot b;r tba hot that - OJ'tll' 
ha4 approached h1Jo abo'ot tho Aaoooiot o4 ao. ' :llootrlo ~ oooo. 
Ill'. Ol1~1la11t had ... ..., &emiJIII].outlr • ...,14111& -ilia •JOG• oo•o•t..S 111n 
tbe cuo eo be bad b- tr:r1JI& to obannellu oil illtoniowo tlll'OIIII& 
Cocatu1oner BolTtriJl&. 

IIJ ......,.,. 111 h.rtber 811'batuUate4 liJ tilt t aot that 1D tho recol'<\ 
tboro 18 e a...,randua to fOil troa 11r. Oli phant UDder bte of llaroh 11, 1938 
whoro1n bo aot out tor rour otoruUoll the ldentit1catioa ot B• Gr117. 
!bh ht had d1otato4 to ao 1aao41atolr uj>OD hie return to the office 
trca tho lWicbeon. 

, 

• 
.. 
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llq 11, 1939 

I ... "'up to tM Co"CJ' .. _ Jaba llcCoN&Ck to4q at 
12 o 1olock. a. atarled out 117 unac \ bat he ..... tcrtbq 
04ntllted b7 ~o ftl'1oua oolltl1ctl..ac reporto 11hlch he hu 
read ill tho ....,~ ... ,. a. aa14 \bat llo ba4 pthered the 
laproeo1on troa hlo llot\oll papero \bat tho o~oalled l!arrloQil 
prO!Il'a& vao ill d1roct colltl1ct, or at lau\ d1:t:tor01lt 1a 
atToral roapoc\a, to tho '!raea1117 pracraa. lie aald that ho 
bad bad no llOUco :troa oUI>or lloQcjltQil or Cooper o:t a .. ouac 
or the au'b--Utoo to d1ocuaa tho 11\uaUon, bolt \bat 
llr . lloll&hton ba4 UllC'II.IlOed at tho Social SocurU7 ~u.,. 
aeallon that ~.,. vould bocla \o talk pllaral \az&Uoa :talrlT 
aooo. !'or \bat reaaoa he vu doelroua or .. ldac ua wllo~or 
vo tanrod ~~ a~O*lled l!arr1tQil pracraa 10 tbat ho would 
kllov how to CQilduot IUaaal:t ahould tho IU'b--1\tM be oalled 
to diaCDu th1a pro'bl•· 

I told IL1a that I had not d1oCIIIaaed ~. llarr1aoa 1\ICIOtUolll 
vl ~ 1011 ill detail, but that .,q OYil :toal1ac vu that u vu pod 
u tar u U -t. I told IL1a the\ I poraQilallT vu Yilll..ac to 
co 8llch tltrther 'bolt t bat I did not :tMl l!.ke ~ Up tho 
vatar 'b)' aU:iD& tltrtbar augoaUOill Wh&D ~oro vu ~01'7 reaa~ 
ablo proapoct o:t rNoCblac &D ~-ont with ~e SOillh ft.uaco 
Collllltho Qll the 'b&ala o:t Senator l!arr1aon1a -!'&lldu8· 

llr. McCorooack aald that hla vhw ocrr .. pollded v1~ a1 .. , the\ 
llo did llOt th1llk tho &.rrlaoa propooalo did aero thaD 0 \eko a 
o::all bito at tho cllorJ'1. • l!o laid "Ca1JJ. \bat he vu villl..ac to 
co dOYil tho Uno tor ua all4 adnoah aD7 pld which vo could ~oo 
upoa. lie vu o.nr -lT oooporaUvo ill ~01'7 reapoot , all4 laid 
\bat vo could rolT 'clpO& IL1a :tor aD1 aoolotaac. v1 th1a hlo power 
to elva. !bat'o a pzoot\7 'broad otat••' 'bolt I llal1~o IL1a ...._ 
bo aqa u. 

• 
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1 -t 11p te ... ...._ .. _ 1 ... lleOar e ..._,. at 
12 •'llHk. •• otanet .. , 't' ..-lac t~~at u- '-"~ 
eotll'tlae4 'r tloe ftft.- -.tllet&ac repen. 1111la 11e 11M 
ne4 1a tbo .... il)it4-· le eat& tllat 11e w .. ..__ ..._ 
·~·tea,_ ~· ...... ,..... u.M • •• • n.a a.n-
, ,...,.. .... 1a u.- .... , ... • .. 1-t urr__. 1a 
.--.~. .... pen. . ...... " •• , ......... Ml& tloet ... 
~w .... u .. ,_ e~-..~ .... -..., ..... ._ 
of tho n~tu .... U.euo the eltu.U., 'lllllt tbat 
• •• Do ....... w ........... leelal . _..,. _ .... 

.... to. \lla\ "'• ~ .. ~ .. ta1Jr ...-.1 '-"• falrlT 
·-· ,. .. that - he - ,_,_ ., .. ~ .... ""•"'-
... tanret tbo o.....Uet 11ur1 .. , ,...._ M that ho -.14 
1a1ov hov t o _.. .. ki.Malt u...t4 t11a ft).-su .. '- Mllet 
\0 4hOIUII thlo prell•• 

I to14 llla that I ha4 Mt 41o-oe4 tho llarrloea ..,....u ... 
wlth Jft lo &eWl, lrat that .. - foal._- thM lt- &aN 
u tar u U -•· I .. lt IWI tbat I parundt, - wlll._ te 
co ..... tvtbw "'t that I 414 Mt f .. l lllra ~ 11p 'lie 
water 117 1101ttac tllrth.r .,....,._ ...._ then - .._,. roao• 
a'bh pi'Mpeot of r •*'ac oa •••not wUil tha , _ .. ~ 
eo-tn .. • tho 'lleoto of s-tor l!arrl-'• _......._ 

Xr. •.eo...- aat4 that~· n• .. ,....P~Met wttll u.a • ..._. 
h 414 aot .......... llarrl- ,...,.aal. "' .. " ........... 
.. all .......... ~·· .. ..u ..,.u ......... - ..Ulf.ac .. 
co '- tile llao tor • oa4 .a-to - JlM Willa ,.. -u ...... 
.. .,... • • - ~ _,... ...... la ...,. ......... - Mit 
\!Ia\ wo oolll4 ni.T ..,_IWI tar.., •"'•'- wlW. ~·,..... 
to clft, ftat'o a prott7 -.... ......... 'llot I \ell- IWI .._ 
lla • .,. u. 

:c6 

• 
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I W S ¢ow .._ wta 1- L L • ;U, 
le taU ...... lila II 'll'ial ~ - liiSIIe .. -. ............... .... ........................... ........ 
liSa Mek .n&Ual *Ia W- tl '-'Wllljl - 1- L lo 
Oaa.U aal .. lo lea 'S• I_. ... to .. ~tel ........... Ia-..... ............... ., 0 ,_. 

-'''** - · ~·- .. n...... .... " .. 
... ,.... -.al• .. -

I 
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Ka7 18, 1939 

FOR !Ill: IIICRE!ARXI 

Hike Fl7Jln wbo waa working up a etorr toda7 on 

the meaauree to be 1noluded 1n the next b1g epand1ng 

progru aalted Senator Wagner about report. that Wagner 

va• oona1der1ng a plan to epend the $1,800,000,000 troa 

t he 8tabUhat1on Pund for houaing. 'l'be 8enator replied 

by saying, aooord1ng to Mike, 'You've been talking to 

the Treasurr. • M1ke denied tb1e and explained how he 

got the report, whereupon Wagne.r admitted that he d.1d 

have eoae such .1dea and planned to talk it over aga.1n 

1v1th the bore downtown• during the next rev dare, but 

he would not eay wbo the 1 bore downtown 1 are. M1ka •&7• 
th3t Wagner 1a 1.n no hurry v.1th the 8tab111zat1on Pund 

bill unt11 be eeee what can be done with tb.1e new idea. 

Prom Leon Bendereon, Ourr1e, and others, M1ke baa 

a long list of epend1ng propoeala on houa1ng, h1ghwaye, 

railroad equipment, eto., he will publ1eh tomorrow. 

lSD 

J 

:.ca 

.. 
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TREAS URY DEPA RTMENT 

INTER OFI'ICIE COMMUNICATION 

TO 

! . H. Pol-.,, lr, 

Potr Jour 1Dt-U.. 

'!be hMl'ille• 011 our -.t.er7 lecielatJ.oa before the 8a""·-1ttee 
ot the S.oate eo-ittee oo.Bm ... ,. aDII Oulz0007 were ~ toclq. 

I t 1e ~ted that tba Sa~ittee rill report the apelalioo 

269 

to tho f'llll eo-ittee the 1:1rn part ot -to wek. t.nT a.r-nt 
anticipate• that tba TOte 111 tba Su.~ttee rill be 5 fotr .,_timalica 
ot the poorer to rtftl"' tba dollar aDII 5 a&aiut the -ua.uca ot INOb 
poorer. '!here eboul4 be DO 4itt'ic:alt.T 111 the ~ittee 111 cODDeCtica 
rlth the CClllt1Du&UOD ot the etab1JJ.Jiatica fUIId aDII the ponr to purchaM 
newly-111necl doe .. uc ellnr at a pri.ce hicber tbaD the ..,..14 price. 

Larry Bernard beliene tbtt the S.Z,.tora 011 the llll~ttee 111 
ravcr or coctiml.1ns the poorer to reftl1101 the dollar are• S...there , 
Byrnes , lliller, llt.Dkhe&d aDd llarkl-.r; thoH oppoeed• Mau, lk'owll, Glaae, 
T&!t and TOIDMS¥1. 

lie antieipate that tba TOt& OD the ccatimaUoo ot thie poor.r 111 
the f'llll Seat& eo.s.ttee "" 11en1r1nc &DIS Oulz01D07 rill be ll 111 fawr 
and 9 oppoeed. 

t 
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operat or: Go &he&d. 

lil!Jr : Hello, Roaa. 
Rosa 
flag1ll: Yea , Henry. 

!!!!J r : \'/here are you? 

;.J : I'm down at t he National Bureau or Eoonoaio Research. 

m!Jr: Oh . 

)! : S1tt1ng 1n with Jake Viner. 

H~!Jr : Oh 1 Have you • • • •.•. 

~ : I'm-- I 'm alone now~ it that• a what you are ..... . 

HMJr: Rave you seen Blough? 

~! : 

ffi.:Jr: 

~ = 

!!!!Jr: 
... 
~!Jr: 

H: 

!!!1Jr: 

!( : 

l!!!Jr: 

!! : 

!lllJr: 

Yeah. 

Hae he lett you? 

Yea. He -- I eaw him -- I had t his meeting down here 
with the committee on a t1eoal study vh1oh they are 
malting at ten o 'olook. 

Yeah • 

But I eav Blough at nine th 18 morni ng. 

Yeah. 

And I think that statement le ln good shape, Henry. 

Good I 

And I -- I -- I would -- I hope that you oan go ahead 
and give lt. I th ink that 1t' e a good Job and will do 
you credit. 

Right. 

The -- the only ques tions I bad about it were compara­
tively minor ones. 

Yeah. 

• .. 
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- 2 -

There ia one sentence, which, in the undis t ributed 
protlts tax portlon -- wh1oh I t hlnk should be poliahed 
up. 

!il!Jr : Right. 

11: But that ' s not a Job ot any great ditticult.y and -- and 
I dare eay Blough hae already got lt done. 

HI!Jr: Fine I 

:~ : 

!!!!Jr: 

~! : 

!!!!Jr: 

ll : 

Hl!Jr: 

r:J!Jr: 

H:!Jr: 

M: 

!!MJr: 

M: 

Hl'.Jr: 

But the rest ot it, I t hink, ia good. I t hink it haa a 
good ring to 1 t and I -- and I think it will do a lot 
ot good. 

Yeah. Well • ••••• • 
Nov, BloiJ8h lett me vhen I came down t o this tteet1ng to 
go over to eee Karl Shoup. 

Yeah. 

And I proeume that he's ln hie o!tice. 

Yeah. 

He told me he vas planning to oa11 you sometime during 
the morning. 

That's right. 

Yeah. 

He's going to-- vell , I Juat wanted to aake sure hov 
it was. 

Yeah. Well , I think it ' e good. I -- I read it -- read 
it throiJ8h trom beginning to end quite ce.retully, be­
cause I wanted to get again the -- the torce ot that 
tirat part. · 

Right. 

And -- and I think that - - I think you've really done 
an excellent Job under very dittieult oonditiona. And 
I certainly hope that you can hold tlle tort; . 

Well, I ' m still holding the tort but the ground ie eort 
ot sinking trom under me. 
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It ie, ebt 

But we'll aee -- but I Juet wanted to make eure you ba4 
seen it. • I -- I said to Roy that -- I auggeated to him to say to 
you - - well , I'll say it to you d1rectly. I -- you and 
I spoke about it when you vera down in Georgia, 

Yeah. • 
!!: And that is that tor what 's 1t vortb, in your d1acuaaio.., 

bear in 111.1nd that - certainly t he greater part of What 
ie contained in this statement • •••.• 

!!!!Jr: Yeah. 

, .. 
l!I'.Jr: 

M: 

HJ.!Jr: 

ll : 

l!I'.Jr: 

!! : 

Hl!Jr: 

)! • 

• ••••• we conveyed t o the President way back in 1937. 

Right. 

Thia isn't some new thought. 

No . 

It un•.t the result of -- ot Hopkins, or Harrison, or 
Ranoa, or anybody else. 

I know that. 

Now, secondly, I think in t he sameatatementitshould 
I wish we could get across to the man across t he street, 
but I don't -- I suppose it's impossible, that this is 
by no means a right-v1ng ph1loso~. I presune t hat 
certainly 95 out of a 100 competent economists and 
thoughtful. students would agree on this program qu1ta 
obJectively, without any thought of partisanship or 
policy, or anything else. 

Yeah . 

So tha t it -- it isn't that somebody is trying to sell 
him a bill ot goods. Tbia is the natural and proper 
development. 

liJ.!Jr: Uh- huh, Vall , ever so muoh obliged, and as things 
develop, I'll keep you posted. 
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Well , thank you, Henr)'. I' ll be - I - I want to get 
down to Washington eomeUae next week, but I ' ll be 
around here Where you oan get shold or me the reat 
ot th1a week. 

Thank you. 

Good luok to you. 

Good bye. 

Good bye . 
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lolay 18, 1939 

MORGENTHAU SAYs"'tOTht)IG<tirw ON HXfS 

WASHN - SEOY M,R~NTHAU SA I D TODAY THAT HE 

HAD NOTH I NG NEW-fD ADO ON TAXES - THE SECRETARY 

SAID TH T HE DID NOT KNOW WHEN THE NEXT TAX 

CONFERENCE BETWEEN CONGRESS IONAL LEADERS AND 

TH E PR ES I DENT WOULD BE HELD -
I O ~? 

.• II S IAM 

ADD MORGENTH AU 

... 
CID 

WASHN - SECRETARY MORGENTHAU REFUSED TO · 

CONF IRM CHA I RMAN DOUGHTON-S STATEMENT THAT HE 

IS IN AGREEMENT WITH CH AI RMAN ODUGHTON ON THE 

PROPOSED REVISIONS IN THE TAX STRUCTURE 

- o-

• 
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SEN O-MAHO NEY SAYS CORPORATE TAX STRUCTURES 

TO BE CONS !QFBf0 B!! 9 BY MONOPOLY 

COMM ITTEE AS INTEGRAL PART OF ECO NOMIC 

PICTURE 

WASHN -

-AOO O-MAHONEY 
WASHH - SEN O-MAHONEY CHAIRMAN OF T H E C 

SAIO THAT THE CORPORATE TAX STRUCTURE AHO THE 

! 
WI LL BE CO NS IOEREO BY HI S COMMITTEE AS AN 
AOV I SABILITY OF TAX CHANGES 

.... 
I NTEGRAL PART OF THE NATION-S ECO NOMI C 01> 

PICTURE NOW BE ING STUDIED BY THE GROUP ~ 
-o-

:;.75 
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TREASURY DEPA RTMENT 

INTER OFI"'CE COMMUNICATION 

Sooreterr l orJIDtbaU 

lr. 0 1 Co=eU 

lor roar iDtorutioo 

DAT& 

liT 18, 1939. 

!~1a witDaaeee betore tlla looaopoq C--.itt.e beo.r1.ac, 
....,. ..,_ wre iDcludad tile Cba1naD ot tile Board ot tile 
UD.itad .l1rcr&tt Corporatica ud llr. Slou, Cba1naD ot tile 
Board ot O•era.l ~tore 1 taat11'1ad to tile ..,.. J••ral ettect 
aa ba•e pr.-rioua witD ... aa, ~. tllat tile ....,..reucaa 
eb1cb tb87 reprea.,t baTe DOt I.D tlla past ud will DOt I.D tile 
r....-.-ble tDtare, ban a»;f occaalOA to tap ao~atad 
aa~a. Botll witDeeaee etetad detiDltel¥ tllat t1187 _.. 
•Ural¥ able to tllwlce a»;f tDtare upuaiOA COlt ot .....W.,a 
all4 tllat tb87 iDtelldad to do ao •• a utter ot bllai.Daaa 
pollcr. 

It ia II.T 1111deratend1D& tllat to-<!&¥' a teeUacar ccapletee 
tllle pbaae ot til a iDTea1aeDt atudJ. 1be C.-itt•• receeead 
llDUl Molldii.T, at 'lbiob .tiaa tba probl•· will ba approaollad 
ntb a d .. to detuwia1DI 'llllat bappca to tbe aaTiD&e ot 
tllo1e wbo aan. ( 

276 
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pj\ESEN'I': 

!!.!l.Jr: 

Hanes : 

H.l!. Jr: 

ll.anea: 

H.l.!. Jr: 

Geaton: 

Dutt1eld: 

Foley: 

Rau: 

Loobhead: 

Wh1te: 

llr. Ranee 
llr. P'ole)' 
Mr. .lloReynolda 
Mr. Oe.aton 
llr. Haa a 
llr. Bell 
llr. Duffield 
l&r. Lochhead 
!.!r. Wh1 te 
llr. Gra"tea 
J.:ra. notr.. 

What have you got, John? 

~11 
lla7 18, 1939· 
10155 A. 11. 

Juet al a matter or information, the Comptroller's 
01'1'ioe reports the P~rat National Bank or Parksley 
V1rg1n1a, aa ha"ling depoa1ta ot about $260,000 ' 
today. • 

National? 

National Bank···· · ····· 

8a"l8 you got that atutt' 

Yea, they are working on 1t. 

I have notb1.ng. 

I have nothing, Mr. Secretary. 

I have something, I want to talk to you about that 
emplo,.ment propoa1t1on, you know. 

The foreign aarkete are ell "lery atead:r and quiet. 
Tb1a U a religious holiday in Ce.tbol1o oountriee. 
It 11 .Aeoenslon Day, and the situation ia more 
quiet than it baa been tor the laat tew daya. 

You asked about the reaaon tor the •harP rise in 
Italian atooka -- 15 per cent on the annexation 
ot Albania. 'le han looked through all the 
newapapera an4 oablel, and there aee .. to be no 
other explanation than the tact that t here haa 
been a auooeutul out ooae. The •gn1tuda or the 
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r1M liii'M M - ..... ,, Wlth -.toll. fila' 11 
DOt a ft1'J r«e.-t• •IIPhNUOII, bat U 1e the 'bee' 
w oaa pt. I haYe a o-..vlwae1Ye -..1• here 
111 repl'4 to eb .. pe 111 'be eUutioa. W!wa u 
OJ'Opll liP apia, w Wlll 'be aoUtled. 

I •• al7ke4 111 the preee eollfereaoe, bat oo.U •t 
KlYe &117 e:qll.aaaUoa, al 'o 'be sihaUoa of 
General Motore aad Iaternetional RarYester ill the 
.Argentine. Call rou gi'l'l M so11eth1ng on tbatt 

'l'hat wae d1eouued at one of the l:xport-Iaport 
Bank aeet1nga. !her out down the quota on Aaertoan 
oare. The Aaer1oar IIIAJlUfaoturere "" u'x1oue to 
keep that aarket, ud, at the .... ttlle, the 
.Argentine people were anzioue to keep &\own the 
d1str1but1on of "-r1ou oars. What tber ala to do 
1T to allow thea 'o 1norean tbe1r quota. Oeaeral 
Motors aDd the other aotor people will aooep' ia 
p&J~~~nt .Argentiae goYernaent notes tor two or tbree 
rear• - a llbort tera loan. Ther do aot want to 
do that, but tber apparentl)' figured U would be 
better to get a l1 t tle ored1 t that ~. Incidental~, 
along that llne, at the Ezport- Iaport Banlt, ther 
are going ahead with that 1500,000 tor the bank • 
.u tar ae other ored1ts are concerned, ther siaplr 
etate that tber will agree to consider other · 
propoUtione up to 12,000,000. It is not a 
co.ait .. at. !her will not make anr co8111taent at 
all, but tber will agree to t1nanoe it . Tbat is 
due to the tact that ther do not want to put 
collllli tMnte on their boon t or speo1tic aaounts, 
beoauee tber haYe no authori tr to lend apec1t1c 
aaounte. · 

lbat happened to 111 suggeition • • ..... 

I aued t.wrence Peareon resterda1 in regard to 
that, and he said be 11114eratood t~'; .:'one• --

Be 1e etalllng. 

But tha wre taot tbat t her are eett1ng up the 
booke in t111e •r• and not aaking definite eoait­
•nts, sbO .. tbat ther are not going Yei'J hard 
after that. 

What do ther oall that kind ot a lout 

!bar oall 1t a oredlt -- along the llne• of a 
b ' -•· to be ueed in oaee of 

epeolflo oredl'• u 0~ let• rather OftAR• ...a, a114 aleo with the details • ..-
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Ed, will you be good enough to get word to the 
Attorney General on the eo-called motion picture 
oase• that the earlieat I will have a report will 
be on the 22ndt I do not know whether it will 
be in shape to forward to h1c or not, but I doubt 
it, as he is going out there and wanted to take 
something along on the 19th. I will not even 
reoeive it until the 22nd and I have grave doubts 
as to whether we will have anything. Ir we can 
get it, we will give it to h1m. Is that right ? 

That is right • . The St. LouU Post-Despatch had 
a story about t he income tax returns or three 
prominent members or the motion picture industry, 
and ~ailing tor an inveatigation, and named Daryl 
zanuolt, Willl&J:! Goen and Joe Schenck. Re cu e 
to Elmer Irey with thP atory. El mer did not give 
h1m anything, but ~arq Ob1lda told h1m where to get 
t he story. lie got 1t from Charlie Russell. 

Who is ~narl1e Russel l? 

Charlie Russell is t he former Deputy Commissioner. 
in charge or the Income Tax Unit. He lett somewhat 
over a year ago, and is now r epr esenting one or 
more of those men. 

He ought to know. 

Uark Childs thought it waa good authority when 
he read the story. 

Den! 

We are Just about completing the audit or the 
Commodity Credit Corporation. I believe their 
capital is completely wiped out. They have addi­
tiona l funds or $19 , 000, 000, making a total of 
$119,000,000. 

I want to ask whether I abould say "Oh, boyl" 
or •Tak, • "Tsk, 0 •Tak0 1 (Laughter) 

That was the audit tor laat year. Next year it 
will be "Oh, boyl" 

In that connection, I find t ha t t he Commodity 
Credit is charging t he borrower 

The bart 
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Bell: 
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Is charging the borrower 1!. per cent interest. 
~naoretically, they are charging him 4 per cent 
intereet. The banka take theee obligaticne tor 
one year s.nd get 2t per cent, and the ColllliOcUty 
Credit, in theory, gets ly tor underwriting the 
loan, but what we are doing ia eelling a one year 
obligation tor 2t per cent. Then it ie renewable 
under certain conditione. I have not round out what 
those conditions are, but I think lt ls something 
for the stockholders t o look into, that we are 
selling guaranteed obligations tor one year at 2t 
per cent, which i e a little out of llne with other 
Treasury financing ; but I will have the !acts in a 
tew days. 

When you do that, will you alec compare 1t with 
intermediate credits eleewhere? 

There is not, ot course --

Well, I have not looked to see what they could do 
with one year paper , but certainly they do not 
pay a halt ot one per cent. 

The last was 4/lOth for six months. 

How much? 

'-/lOth tor six months. That includes commission. 

Ot course, thls is a ewell deal tor the banks. 

That is right. That is a shrewd deal. 

Will you look into ltt 

Yea; I am getting some more dope on it. 
have it in n day or two. 

I hope you do. 

I will 

We have $20,000,000 of 2-J/4 Home Owners' Loan 
bonds that we are going to refinance . 

How much? 

$20 000 000 in the Postal Savings Invest ment 
Acc~unt: Don't you think we ought t o eell thOse 
and get the rights and not exchange - -

lhat would you do with t he righttt 

Well we will eell tbeee bonds and put the money i n 
a 2 ~r cent obligation, and aell the rights on the 
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market , rather t han take whatever ia offered 1n 
exchange , which would certainly be leaa than 1-3/~. 

$20, 000, 000' 

Yea. 

I do not like to have those postal saVings a 
Government guaranteed obligation, by any means. 

We have had them tor some time. 

Pid they go over easily? 

Very easily. They went up tbi a morn1ng. 

Yea. Tb1a morn1ng the whole thing wae 5/32; the 
rigbts about 2/32· 

You are selling them out oo•pleta? 

Yea. The At torney General has charge of the Al1en 
Property Trust Fund and be has recently -- well, 
first I should explain that each aix months - - had 
the duty of distributing the earnings of that in­
vestment to the so-called beneficiaries, Ger man 
people , etc. That 18 quite a teak, and in order 
to get out from under, he has recently had an 
executive order signed by the President, which 
directs you to sell t he aeouritiaa or t hat Alien 
Prope r ty Account, and put the money to the credit 
ot the Trust Fund 1n the Treasury ; llut instead 
t here are no earn1nga there, eo t here 1s nothing 
to dietr1bute, and t here are onlY $13, 000,000 or 
Government securi t ies s t ill out after this 
financing is over. 

Does t hat sound all r i gllt? 

The only other thing I nave i a that I understand 
~~ . Smlth, Pireotor ot the Budget, is to write 
aome sort of a letter t o the Appropriations 
Committee . He does not know what ki nd or a let t er, 
and I am wondering if you would have any i nformation 
to help him out. 

And bow long bad you been Aottng Director of the 

Budget? 
Four years and 8 half, but be baa onlY been auch 
tor t wo months. 
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282 

In the converaation at the luncheon on Wedne&daf, 

the Prea1dant aaid "I aee that Senetor Ruaaell 

aaya this is not an increase this rear over laat. 

Is that correctt• •well," I aa,_•., lawrera tell 

me it 1e 370 plua, and I stand on thoae figuree 

here. • 'l'be President aara •well, 1! aomebodr has 

the figures, aend t hem up to the Rill.• •.••. 

I ~ Just giving rou what he ea1d -- "because they 

don't know.• •well, I take it what rou want .. to 

do ia to get word to the Director of the Budget 

that he should send word up?" And be •ar• 1 Yea". 

I aays•would you like a copy?• Be sara "Yea, I 

would like a cop)'. • In the old days rou would 

know what to do and I take it rou would send it 

to Chairman TaYlor , wouldn't rout 

Yes; i t it 1s going to the Bouse, but aa long aa 

~usaell raised the question, I suppose it would go 

to Ol.Jlas, and a end Taylor a cop:r. 

Yes, but you have bad messages like that before. 

But be bas not. That 1s t he diff iculty. 

I went around to see 

information we bold . 

about 1t. 

The 372 -

hio and gave hiJ:I all the 

Be was a little • toggy• 

Have you the deta1la? 

Yea, practically, I know what happened. You 

realize that 372 1e over the President's buiget 

estimate? 

I understand. 

Yee; 1940, but not over the 1939 appropriat1ont. 

I understand . 

I will take care or it. I ~bink I can. 

I think the statement I made 18 pertactl:f clear. 

Weren't you at ay preas conference on that? 

No - Oh, 1 ea; aurelr· Yea, ;rou were all right 

on that . 
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I aaid 1t ... 370 OYer the Preatdent '• budget eat1 .. te. You aat r1gbt hare. 

And that waa r1gbt , too. 

Don't you try to crawl out ot that . 

~83 

I think t here 1a a d1tterenoe between what you told 
the Prea1dent and what Russell aald on the floor. 

Yea, ther e 1a , surely. 

He 8878 that 235 put 1n tor parity payaenta takea 
the place ot 212 put 1n laat year, and, therefore, 
the two years are coaparable. That 1s correct. 

I think enrybody ollght to be etra1gbtened out. 

All r1ght. That 1a all I have. 

I think you should have ao•th1ng tor me on the 
Home Owners' Loan 1n tha morning . 

lie w111. 

You get 1t, and we w1ll start at 10 o'clock. 
ue etart f 1rst on the Home Ownera• Loan. 

Let 

Very good. I should explain that I have not aeen 
Mr. Hanes, ae you a eked me to. He wae comple t ely 
t1ed up yeeterday. 

That 1e not h1a atory. 

I went down, and he had gone to 'tha Hill . 

There 11 nothing partloularlJ a1gn1f1cant 1n 
th1a caah 1nccme and outgo, aa I have been locking 
at 1t, 11 theret 

No, I do not think ao. 

Could you or somebody elae give me the t1gure•' 
How about Strauat Hopk1na asked me about that . 

I w111 be glad to. 

The UD1on people hive been picketing thb Commerce 
Bu1ld1ng tor the laat couple of days. 

I thougbt thay had aettled that. 

.. 
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I haYe been haYing a little difficulty with the 
union people ~eelt lately, and I hope we won't 
have any picke ting around the Bureau. They want 
an official negotiating group in t he Cafeteria 
Aasooiation. Th ey haYe about 75 employees. The 
employees t hemselYee are not interested, but 
organizers for both the O. I.O. and A. F. of L. 
have been insisting that the Laber Relatione Board 
hol d an election among those employees to designate 
the negotiating group. I told t hem we could not 
have a hiring hall ther e, because we had to be 
careful to exercise some s upervision over who 
was hired 1n t hat cafeteria. I got Eiker, who 
ie t he dis trict supervisor tor t he National Labor 
Relations Board comi ng in t hia afternoon to t ake 
1 t up again. He has already been in to see me. 

He is a good ma.n . 

Yea, and he ia doing t he bea t he can to quiet them. 
I t alked to Gardner Jackson about it some time ago. 
As far as the c.I.O. i s concerned, they have 
got t en orr our necks . They have not been coming 
in. As to the A. F. or L. it those fellows think 
t hey are going to put a picket line in front ot 
the Bureau --

How about this tellow that Bill Green wanted left 
i n Baltimore? 

I have talked to them. You don 't get the same 
m~asure of common sense in the A.F. of L. 

Do. you want any help? 

I ao not know what help a nybody can give. Of 
course, we could let them go ahead and hold their 
election. ~ne only reault would be that t hey 
understand tllat t hey cannot exercise any control 
over those fellows, and they admit i t . 

Do you want me to get in on i t ? 

No; I Just wa.nted you to know about it. 

You Just want me to hold your hand? 

I did not want to bring it up to you sooner. 
thing has been going on tor six months, and I 
not expect anything to happen. 

Ia t h e cafeteria any goodt 

ThiS 
do 
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!be oateterla ia exoellaDt, 1t ie wll MIJI, but 
thU MJ reaul t iD our banna to rUD the cafeteria 
again our .. lna. I do DOt want the publ1o1t7 of 
th1a pioketill8· It ia a good cafeteria. It ia 
run b7 the e.ploreea aaeoo1ation. 

It 11 Yerr good. 

They run it themselvee. They elect their own 
people. They haYe good aeall, and they are cheap; 
but, after al1, we cannot let thole tellowe 
control the people who are working in t he Bureau. 
That cafeteria hal to go on, or we would ba•e t o 
close the Bureau. It they call a atrike and close 
the cafeteria, we would haYI to oloae the Bureau, 
and we ha•e been running 24 houra a day there. 

Wall, JOU keep me poeted. 

I will. 

One other thing. Will you look up and ascertain 
when the law wae paased which ga•e all of theee 
apeoial powers to the Aaaietant Secretary of War 
whioh he now haet Waa it in th1e Adalniatration 
or a pre•ioua adminiatration, and under wha t 
oiroumatanceat 

I gueaa it was when that poeition waa created. 

It 1B moat unusual. 

I thinlt it waa in the National Detenee Aot, when 
a part of them were g1Yen to him. 

Will you look it upt 

Yu. 
And the circuaatanoee. r uy i a he in charge of 
purohaeing and whY ia the Aeaietant Secretary of 
war in charge of national ~bil1r.ationt Wh1 do 
all those things go to the Aaaiatant Secretaryt 

I think it wee created at the time that they were 
talking about induatri al mobilization, and he 
wanted eoaebod)' to handle it particularly. That 
waa one excuae for creating the Job. 

Waa it done in Woodrill8 '• t 1aet 

lo; ao. 
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No, before Woodring. 

Thi• other thing i a Just a 11ttle matter. I 
think George ahould handle thU, and I tb1nlt you 
ehould do th1a tor me before lunch today. 
Ulea Lonigan wanta to a1t 1n at my con!erencea. 
She wants to know something about the ettecta on 
unemployment. Well, I don't want that . I think 
the D1reotora have a meeting only once a week. I 
work 1n the Treasury from 9 unt11 ~:30, and I 
cannot get to them. It you two gentlemen can find 
work to keep her busy !rom 9 to ~:)0, I w111 g1ve 
her about a1x months not1ce. 

George can g1ve her work, 1! abe w111 do it . 

She writsa memo. to me about ~th grade atat1st1cs. 
She cannot do the work ot ~th grade atat1et1cs. 

She did the last Job I gave her the other day. 

At any rate, she 1a here !rom 9 to ~:JO. Those 
are the o!!1ce hours tor everybody except me. 

Correct. 

All r1ght . From 9 to ~:)0 she 1s to be in her 
office, and once a week 

Take that as an ,order' 

Anyway, w1ll you please attend to that' 

1\'e w111. 

Doe a anybodY want to see me, because I am going 
home at one o'clock, and I w1ll not be back todar. 

(Uee ting concluded 11:)0 A. W.) 
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tho 7e4onl lleMI'ft ..,. at ._. '•"' h .. 1411or, -~Jan 
\o \Ill ora.r at \he lleel'ftaa7 at U.. 'l'rwn.,, t ar .r 
\ \ o lloal'4 ot 'l'ruw .. , r oeW 5&91- llrw'•• U ,ooo,ooo, r-
.,.,.., or ~J/Ifl. a- o-n• J.ea O..,.raU• ...... .-~ .. 1, 

\')~. - '""'"""' ... haft .....u, -- h ..... "--'' .. ,...u "NM . o441u~ ru.m.ooo. ,_ -•., ......... 
tor Uti• 11 ••• 

, ...... 110l"M7 ..U..I'l ..... ooll ............ ,_ 

\lila \o u.. - 11114 .,..... - 21. ' '"'· lo .... --· ... lo 
,.,.,. optal•• .... "'""""-lr _.... .-41\J.eu, • to • ....,_ 
p to or tal , ZJ2,0Cl0 lfaae o-n• 1.- c..,. .. u. ~J/Itl$ """" till 
19)9-"9 tor _, et U.. r..tol ._.._ 117o\a. l:ho \oollo hel4 
'OJ :rov -.. l8 eolei!Mplac. •\J- to ~ or4or ol \be s .. rot...,. 
of t \ o 'frtt1UJ7o tor t!IA\ _, - ... rol01M4 tor \lllo JIU'P'IM• 
!llo ..,,....._ ,_ \lie Mlo at \ hoM ...tu .. ob.loal4'" 4epootW 
l a tllo r ,........r•• -· tor ..... , ., \ll.o 1'01\ol ... "" ... .,..._, 
l)lll'lool lie. 43-ool, ea<1 \ he oob.\llell .. prooo ..... wt\h ..... , \o 

U:o tale ot ~""" ru We_, .-.14 \o r.u...-. 
,.., a.oll> ,........ 

•'1' Tr . 

••~ .r tAe t'ru s 

117. Allu ... wwl, ..... ,, .. ......... . 
'1-'l.orol """""' ..,. ot ._. follr , 
. ... , . ... Cl .... • • 
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lllmiRIMI.UIT, 

WAIIII.CTO., D. C. 

Dear llr . Socret&ZOJ 1 

Weul.d JOU bo •• klad •• t o giYo 

ao two or throe alalltoa at aoao ooP•ict 

_ .. t to ..U.ow ao to proaent to J.U ~ 

aow P1.Auc1el. A4Ylaar - llr . o.a.a. PS.UaatT 

It JOU 8&1'" to thla, perupa J.U 

woul.d toll JGUr aocretai'J to -.uoato 

with alno u to daJ aad hour bJ telephone. 

Your• YOI'J allloorolJ, 

!he Honourable 
Bllli'J lloraeatlaaU, Jr., 

United Sta-.a ~roaaUZ"J, 
Wuh11lgtoll, D.O • 

• 
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JR GRAY 

London 

Dated May 18, 19~9 

Rcc 1d 2 125 p. m. 

Storttary of StatE, 

Vlnahj,ngton . 

704, May lR, 6 p. m. 

FOR TREASURY FRO!! BIJTTERI10RTH. 
that 

OnE . I undErs~and/Lloyds , w1 th the lmowltdg£ and 

consent o: thE Bank of England, is ~lenntng to take stEps 

to set up a company or trust in thE United States which 

will hold offsctti n3 American assEts against certain 

~90 

dollar insurance liabi l ities . This step is of coursE being 

takEn to avoi d complicat i ons aris i ng out of any action 

by thE Bri tish GovernmEnt in the EVEnt of war to takE 

over the dollar assets of Bri t ish nationals and 

corpora t i ona . 
Two. DocumEnts i ndicating the !orm and constituti on 

or the conti nental assets realization trust referred to i n 

paragraph numbErEd thrEE of my 685 , May 15, 6 p. m., art 

going forward by pouch. ThE moving spirit i n this pro ject 

is Leonard Ingrams a Bri tish subject who is bead of the 

London branch of thE Chemical Bank and Trust Company. 

Ingrams s tates that thE ChEmical Banlc i s in no way 
connect Ed 
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1 Llay 18, 6 p , m, • from London, 

connect ed with t h1a tndtavor; that the Bank ot England 

bas givEn it i ts informal bless ing; that he has 

rtctlvtd assurancEs from the Rt1chabnnk that i t will 

•cooperate 1n rvr.ry way" , 

Thrtt , ThE f i rmEr ton£ or yesterday bna oont1nutd 

today in the London s took cxchanac , governments ns wEll 

as tqu1tits bei ng up, wnr loon ror example closing at 

93-9/16. ThE turnovEr howEVer rcmnlns smnllo Dtnllngs 

in the forei gn c~chnngt mnrktt wer t few nnd r ar bctwtcn 

dut to Asctns i on dny. or the 152 bnrs sold nt gol d 

f1xin3 39 were married, Samuel J!ontngu s till btlng thE 

only big buytro 

KENIIEDY 

css 

U 'I I · :1 1 ' I 
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r.utAP~~~Au or n•.n•• uoa~ 
nc.1 U.1- llllbaa.,., Puh, rraaoo 

DJ.T:I: Ma:r 18, 19!8, 8 p .a. 

10.1 9M 

OOJnllJ:I!UL, 

!oda:r I •• ~old b:r Paul Re)'D&UA ~bat llo lla4 alao.~ 

conollldod uraasnonh tllrougll Mannhoi •or t o oODaolid&h 

all tllo Prmoh 0o'l'erllllont 1o ouhhD4iq ohort hrw Oblip­

Uona , which uoaa~od to uoUild 8,!00,000,000 tr&Doa • 

.f.bOU~ eoo ,000,000 fr&DOO of t hio UO'IIIlt llo upootod to 

ropa:r. !ho bal.&Doo of approxiwahl:r 8,000, 000 ,000 

tranoo would bo oCID'I'ertod in~o oblig&UCIDa to fal.l duo 

at tho ODd of ei:r. :reau. Mondol .. olln of .f.aa\ord&w &Dd 

othor Jlutoh banlto ODd certain 8wiaa banlta would tato up 

tho obli~&t1ooa. 

!ho Polioh Aabaooador and tho Poliah MiDiator of 

lar had aakod Ro:JUW! :reaterda:r for an i -o41ah adYanoo 

of a ,000 ,000,000 franco. ! h o:r aaid th.,. want ad 1,000,000,000 

1n troo •on.,., and 1,000,000 ,000 would bo ope\ 1n rranco. 

RoJD&ud bard.l.:r upootod that thoTO would bo 41ffioult:r 

about tllo 1 ,000 ,000,000 to bo apoot in Franco, but ho 

•• aUll hoaitaat ab011t tho other billion. Ho foU tb&t 

tho Polioh woro full:r l)uUfied 1'll thoir d~, and that 

to sraat 1t would bo 1Jl tho interoot of rranoo. BowOYer, 

ho 
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111 lt.a4 to ezoroioo osu- aa.tl• .. , w vpon bio 

t1nano1&1 bark whloll wao oa111a1 oo ouoooooflll.lJ a' tho 

acaont. 

I wao aaii:M bJ R.,..u4 wb.otlt.or tho 'Oil1to4 ltaho 

ao.erDIIct ooul4 not ontlld orodlh to no Polleb. GoYorD­

••n' for oo"on purolluoa. I oa14 ttr.a' I lt.a4 alrea4J 

b .. n approaob.M liJ tho PoUela Aabueader 1a ~le reprd, 

and. 'bat I -4Botoo4 that la tho l-4lato tu'aro tho 

Polleb. lli.Dio'• of o-oroo o:~pono4 to Qll:o U up lD 

'faehlD,ton. 

n le roquooto4 'b.&' '"• tolograa be npoato4 to 

tho Troaourr Dopar1•c1. 

BULLift, 

:U:Ln 
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REB 

Secretary of St~tc , 

Washington. 

712, Uay 19, 5 P• m. 

GRAY 

London 

Dated 14ay 19! 1939 

Rtcld 2:30p. m. 

FOR TREASURY FROM BUTTERWORTH. 

Ont . ~nE reaction of th£ London prtaa to the Anglo­

GermAn diacussions rEgarding Anglo-Cztch f inancial assEts 

and liabilities rtfErrtd to in paragraph numbEr Ed two or 

my 694, Ue.y 16 , 9 p , m, is critical. Tht reports also 

,94 

art on thE wholE factually Erroneous. Wohltbat is not in 

London : the German rcprtstntativts art lolulltr, von Susskind 

and Rutter , They m£t with Walty or thf British Trtasury 

and LEver of thE British co~tttt or long and m£dium term 

creditors yesterday and it was agreed that tht talks werE 

EXploratory, dtsiGT!Ed to ascertain whether negotiations 

could be auoctssfully undErtakEn. 'lalEY states that thE 
. not b' 

German rcprEsEntativEs wErE informed that if thE mat ttl' could/ 

handltd throuGh negotiations thE British Oovtrnmtnt proposed 

to pssa legislation during this session of Parlidm£nt to 

takt over tht impounded Czech assets and us£ thtm to 
liquidatE 
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REB 
2-,1'712, FrOl!l London, Mar 19, 5 p , m, 

liquidatE nritish claims , Tht British Trtasurr statts that 

the impoundEd assets total 14-l/4 million pounds , Against 

this they wR~t 6 ,000,000 pounds to satiafr the Bank of 

England's previous crEdit to Cztchoslov~kia (of which 

2-1/2 million pounds had actuallr bttn drawn btfort !larch 

15) and 3-l/4 million for tht rEfugeE fund , Btaidta thia 

thtrt al't otntr clsi::!s now totaling ovtr 13 million and 

ino1't .. a1ll3 .,.aily; thtsE claLns hav~ howtvtl' t.ot ban 

carctu!~1 invEetiz,at td and it is expected tr~t a largE 

numbEr will provt to bt bogul!; turthtrnoort thEy art 

computtd at toci r facE , unablt to obtain, valuE at tht 

official ratE of ExchangE prEvailinG prior to March 15. 

Tht figure of impoundEd assEts doEs not includE about 

tivt hundrEd thousand pounds of Cztch gold which ia 

stcuritr for sptoifio offsEtting obli gations , 

~1 inprEaaion i s thst thE British Trtasurr would bE 

reluctant to foster legislation to ati• t and distribute 

tht impoundtd Czech asaEts , no t only btcauat it would work 

hardship on CzEch firms snd individuals but also for the 

prtotc1Ent i t rtould crtntt . 

Tht prtas has got hold of tht fact that cold of tht 

Czech Nationa l Bank was dEpoaittd with thE Bank for 

Inttrnat1onal 
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REB 

3-1/?12, From London, llay l9 1 Sp. m. 

International Settlements, which in turn holds earmarked 

gold htr£ in ita own name . Tht British Treasury's view is 

that it cannot go into the question of thE ultimate owner­

ship of nold hEld in London in thE no.mt of the Bank for 

International Settlements; tbat legally ownership i s vestEd 

in that ~nk and any QUEstion of disposition of ita assets 

is ::. B. I . s. lllllttEr. 

~). In connection with thE •van Zetla~J sr~nish 

loan pr~j cct " re f erred to i n parasro.ph numbtred one of my .. 
682, May 14, 9 p . m., the Chancellor of the ExchEQUEr 

replying to questions in the HousE of Commons stated: 

"So far ao I am aware it ia not thE cast that thE 

Spanish Government have cxprcastd nny dtairt to borrow 

from this country and no approach on the mo.tttr has bttn 

l!lD.de to the Foreign Transactions Advisory Conmitt£E . 'l'htrt 

ls,no pro~ability owing to present conditions of it being 

round posoiblt to issue foreign loans of any substantial 

amount in this mnrkct and accordingly thE question of giving 

consent to the raising of any loan by or on behalf of the 

Spanish Government docs not arise . In thea£ circumstances 

on being consulted as to British fino.ncinl i nstitutions 

associati ng themselves with on inquiry into thE financial and 

economic 
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REB 

4-#712, From London,May l9, 5p 0m. 

teonomic position of Spnin His MnjEaty ' e GovErnmEnt ExprtsaEd 

tht vitw thnt this would bE innpproprintE for thE rEnaona 

abOVE stntEd nnd no British finnncinl institution hns 

nssoointEd . itsElf with thE propoanle" 

ThrEE . ThE London Stock ExchAngE bna bEEn inactivE 

but lOWEr todny; likEWiSE tb£ forEign EXChangE markEt bna 

bEEn oJ.moat idl£ with thE British authorities suppl~ng but 

ftw dollnra . Eighty- stvtn bora wErt sold ot gold fixing 

nt ont-hnlf pEnny prEmium, ~wo wtr£ mnrritd, Snmutl 

Montngu bEing the big buytr. 

KENNEPY 

HPD 

(J I , ., ~ 
J v , 

' r-

T 
w •• l 
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DEPARTMENT OF STATE 
WASHIHGTOH 

•• ,. 18, 1838. 

MJ d.aa:r ll.r . 8 eora1U')': 

!hera are anolo .. 4 for J Our oonf1d.uU&l 

int or-uon paraphraa•• of 1wo 11lecl'U8 froa 

u'banador Bull1 U wUh reca:rd. 1o 1h1 tiii&Doi&l 

attaira ot Frano• aD4 Poland. . 

8111oerll)' J Our a, 

\~I....V.. 

Rer'Der1 r et a , 
A4Tillr 011 I111aroa11011&l 

l ooncaio Aff&irl. 

Paraphrue, Wo. 964 of M&J 18 
froa Paria. -

P&r&phr&ll, Wo. 9 81 Of •a)' 17 
fro• Paria . 

The Honorable 

Ranr)' •orgu1baU., Jr . , 

eeoret&rJ of 1hl treaaur)'. 
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·~· OF 'f&.aAM U9IYJID 

ftC.: .a.-loaa ..._.,7, l'uh, 

D.l'f•: J1aJ lfl, 1131, II p .a. 
10.1 tee 
rca 'fld !UUUU. 

Pre .. r..,orh ~oa London ~o na ettacn tba" the 

GeriiiLil a\Rhor1 tlaa waat to P" ooatrol OY&r part of tha 

Osaoh gold held la LOild.oa are not eel 111 th 1nhrea" hera. 

Today an ott1o1al ot tha rraoh f r•nry aanUonecl that 

apparaUy tlla r..,orh rater to tbat part of tbll Oaeoll 

Jational Bank gold r&lerY&I wh1oh lla4 baeD 4epoalta4 b7 

tha Balik 111 ~h the BI8, an4 whloll. are 4epoeUecl 1n Lon4oa 

in the DAlla of the BI8. In tll11 racar4 U •• rao&llecl 

th&~ BIB aeane are 1-• ~oa oonthoaUon. fila Bank 

of rranoa, tb.1e ott1o1&1 1&14, 4o .. not hol4 any Oaaoh 

gol4. Jla 1&14 tllat oaly about !0,000,000 ~o• are 

ha14 1n rranoh prlYata b&Jike tor Oaaoh aooounte. Be 

a44ecl tll.at the larttaUoa whloll tlla rraoh Tr.nrJ aant 

out to rranoll blake 011 broil ao l an, attacn1Ya broil l.S, 

to blooll: all hol41qe ar ora41h tbat a&J be 011 4epodt 

111tll th• tor aoo~t of Caeoll la41Y14laala or oonoaraa 

h eull 1a attaot, an4 that tor the Uaa baing no cllup 

ia oc:ataaplatecl. 

Dll UOfiOH c.& AID fifO. BULLI'f'f. 
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SIOTIOII 1'JIRU of lo. 988 • 

R8ferenoe rq Jo . 955 of 11&1 17, we nre 1nforaed 

ccntidenti&lly b7 a Treaaury offioial thift afternoon that 

negotiationa between a group of Amlterd&m b&nkl , bladed 

by llendel .. ohn and the lederlandlche llandellll&&teohappij, 

and the French Government for a loan of 155 million 

norins bad been satisfaotorUy oonolw1ed. It wu said 

tb&t the loan taltee the fora of eix year rrenoh GoTern­

ll!ent bonde at an intereet rate of fo\1% percent and tb&t 

these bonde are ~able at the option of the bolder 1n 

BwioB francs, dollars and in fiorine , at a fixed rate. 

Subscriptions may take the form of short-term Trench 

treasury bonda previously issued on the Jmaterdam market, 

or of oaah. 

SEOTIOll JOUR. 
According to Li TZIIPB the llinieter told the Chamber 

300 

Finance Committee on Wednea~ that the GoTernment waa not 

ccnaidering a loan to Spain for the time being, and that 

if Oera&DT doal not reoogntze oaeohoelovak debta, certain 

r etaliatory ou.etome meaaurea will be taken againat her 

by J'rance. According to Li Tllll'8, the V1n1ater eettatad 

that approximately tan billion trance might be expected 

from the conTereion of portion of the new loan ieeued 

ll~ 15th. The Kiniater fin&lly eetillated receipt• of gold 
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at abou~ 10 'bUUoa fznoe ahoe lut Jo••lle:r. 

tra41J11 011 tlaa •zoM•p alll1 aeoa:r1 tJ .utna 1a 

very dull u4 :raat:r1nad. !M p114e:r 1a U:roJ~~e:r a1111 

rente• u4 aoat JreDOb aaour1,1ea ahowe4 ~t1oD&l 

loeeee. 

~:w or ussAO& 

BULL I!! 

• 
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R!: Hoaae owners Loan Bolide. 

311 

lla7 19, 1939· 
9:~ .... "'· 

PRESENT: 

K . ..... Jr: 

i!ell : 

H. 14. Jr: 

Bell : 

H . .li .Jr: 

Jlr , Hanes 
lolr . Bell 
l.lr . Lochhead 
lolr . Haas 
l.fr , Seltzer 
l.!r . l.!urph:r 
t<r . Hadley 
J.!ra . Klot:. 

Go &head, Dan, and give ae the tinanoial picture 
ot the Hollle Owners Lean needs, and so torth. Let 
ue do it that ~Y· I do not know wbat t he pioture 
18, you see. 

They have at the present time about $150, 000, 000 -­
$159 , 000, 000 I think it 11, and they will have ab~t 
$6, 000 , 0QO to meet in this June let t lnano1ng that 
we did two weeks ago. $6,000 , 000 of those are 
s till outstanding. 

They are not going to do what some paper said theY 
were going to do -- sell some $6,000,000? 

No. As a matter or taot, you made the reservation, 
not the Ro!lle Owner• Loan; ao 1t will have to come 
through you. . They are getting in repayment s at 
the rate or $16,000,000 to $18,000,000 a !llonth, 
and t hey estimate t hat theJ will Sli t ln about 
$150,000, 000 to $160,000,000 in 191!0, and that 
will cut i t to about t200,000,000 in 19~1. That 
is the year 1n which the $195,000,000 will be due 
under this t.o year t 1nancing or two weets ago. 
'l'"nere 1s a oa11 or yesterdaY that involves about 
$905, 000, 000 at two and three fourths percent, 
1939-19~ bonda, and whatever doea not oome in ln 
th1e refunding will be pald out of the ceeh 
balance -- ot oourae, if it doee not exoeed 
$150, 000, 000. It would be a good thing lt 
$100,000, 000 ot t hem did not come tn. We could 
t hen pay ott. 

They are so widelY epread' 
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aeu: 

H. t.· .Jr: 

Sell : 

H . .. . Jr : 

aen: 

,; . • . Jr : 

5ell: 

H • • Jr : 

:ell : 

• 

- 2 

Yea; I t hink t hey are being gobbled up pre tty 
raat . The banks have bee n buyi ng them. 

And t hey have a lso been selli ng t hem. 

They a r e pretty wide ly held. 

I would not be surprised if t l OO, OOO,OOO di d come 
in i n the f irs t three.days . 

That would be good, because we could use $100, 000, 000 
or the cash to pay ott that i ndebtedness. 

Yes . 

There has been talk on this ieeue or anywhere from 
5-g to 7- 10. 5-! would be my preference, tor several 
reasons. 

'bleb would be your prererPnce? 

The f1ve- yenr callable, eight-year ~turlties, but 
1t is disadvantaeeoue, tor the reason that in the 
call period, 1944, in the mon t h or ~y, $2, 000, 000,000 
is maturing , one billion and a halt or guar anteed 
and $400, 000, 000 or Federal Land Banke . They come 
a t differ ent dates, Uay let and UAy 15t h . The 
reason I woul d say that 1944 to 1947 is a good date 
is because these repayment• eh9uld get large in 
that peri od, or at least begin with that peri od, 
because they will certai nly get an equity or 
fifty per cent or sixty per·cent, and t here 
be some refinancing and paying by some Home' Loan 
owners. • 

Anothl'r thing; t hey have thiS •44 call date •On 
$7!6,000,000. At t he ea=e time , if t here i s any 
chance to co~ercialite this Home Orners Loan, 
that would be about the peri od when they would 
coomercia l1ze it, and t here ought to be a good 
chance to get into this 5 per cent rate. There 
is a dri ve on i n Conrrees to reduce it. The Home 
Owners Loan, however, would l i ke to see 7-10, 
becaus e they wouldn ' t care it the r ate went up 
to l - 3/4t hs, beoauae 1! you take 1 per cent, i t 
amounts to nine million dollars over the per iod, 
and put 1t on the books, you see . Tha t i s safe ; 
but I think 6-9 might be a middle ground and be 
very good. 

• • 
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H. II. Jrl 

Bell i 

H.I!.Jr: 

Bell: 

H.I!.Jr : 

Bell: 

H. ll. Jr : 

Bell: 

H.I!.Jr : 

Belli 

H.II. Jr: 

Haa1 : 

H. II,Jrl 

Bell: 

H. II .Jr : 

Bell: 

Hadler: 

- ) -

!bat would probabl)' be a 6-9. 

A 6-9 -- lto according to BadleJ'• t1gurel, aD4 
et1ll b&Ye a po1nt tourteen tb1rtr-eeoonde, Wbloh 
would 1nolude the 1ntereet, or oouree; 5/8•, 
1-)/8 --

JUit a IIOOftd. 

The HoM Owners Loan woul d be prett)' well eat11t1ed 
with t he 6-9. That 11 near enough. 

What ratet 

One and a halt, and t he 6-9 would tell t or po1nt 
f ourteen thirtr-aeoond prealuae. 

How auoht 

101 and fourteen t h1rtr-eeoonde. 

Po1ntt 

Yu. 

I do not tollow that. 

NearlJ one and a halt. 

Ohl 

Yee ; one and a halt. 

A po1nt and a halt. 

Incl uded 1n that 1a eeYen thirtr-eeoonda 1ntereat. 

Le11 net loaa. 

• 
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Xa:r 19. 1939 
10:12 a.m. 

: ! 4 

EJ!Jr: Hello. 

Operator: Mr. Sproul at Scarsdale , New York. 

ID!Jr: Right. 

o: Go ahead. 

i!l!Jr: Hello • 
.Ulan 
Sproul: Hello, Mr. Secretary. 

i!oJr: How are yout 

s: I'm teel1ng better. 

!G!Jr: Good I 

S: I vas just about t o go to town. 

!!!!Jr: 

S: 

We're sitting around her e t alki ng about t his Home 
Olfnera • Loan. 

Yeah. 

• 

HMJr: 

S: 

Have you got any ideas an to the ooUPon and the yearaget 

Well, I've been talking by telephone with them as to 
'What they ' ve been piok1ng up in the market, and the 
general idea they eeem to be getting i s seven to ten 
:rears and one and three quarters. 

IC!Jr: 

ill·!Jr: 

S: 

Yeah. 

But I've lined up tour or tive people tor this after­
noon to have a talk with and v1ll have some better idea 
after I ' ve talked with them. 

Nov, would you like to know t he way most ot t he boys 
here teeU 

Yea, I would. 

lll-!Jr: Well t hey teel -- moat ot them teel a1x to nine, one and 
a halt. 

S: 151x to nine, one e.nd a halt. 

HMJr: Yeah. The reason tha t the:r don ' t want a live to eight 
1a t he:r think t here i a too muoh coming due 1n tin :rear a • 

• 
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S: 

HMJr: 

s: 
HJ.!Jr: 

S: 

HV.Jr: 

S: 

ID!Jr: 

S: 

HMJr: 

8: 

HHJr: 

S: 

P.!!Jr: 

S: 

ID!Jr: 

- 2 • 

Yea, tbere'a that tort7-tour aaturltJ •• •••• 

Yeah. 

••••.• ot oall da:r 

8o the:r'd kind of llke to eklp lt, and the:r're figuring 
that there ' d be a polnt and t ourteen-thirty- seoonde 
premium on the six to nlne, one and a halt. 

Yeah, that ' • figured to the oall da:r· 

Yeah. 

Yeah. 

Yell, euppoe1ng -- I get baok trom Cabinet around tour 
o 1 olook, whioh is five :rour time. 

Yeah. 

Supposing I oaU you t hen. 11111 :rou tt1ll be theret 

Yes, and I ' ll have had a talk with tour or five people 
by that tlme and we 1 11 run over th1a idea and let you 
have what I t hlnk then. 

All right. 

All right. 

Thank :rou. 

Good b;re. 

Good b;re . 
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Sell: 

Bell : 

!I . ~ . Jr : 

r._.Jr: 

Hadley: 

fl.! . Jr : 

!Iadley: 

Bell : 

h . ~ . Jr : 

Bell : 

H .... J r : 

Bell : 

!i. , . Jr : 

Hadley : 

H. U. Jr: 

Haas: 

- ~-

Less net loss or interelt, i l 1e•en thirty-eeconde, 
ao that t he moat you are doinc il to ba•e rights 
or about one and ten tb1rty-1eoonds. 

That 18 rich. 

That i s rich, but those rights are worth one point 
twenty-one. 

I do not know what are the rights . I do not want 
to be influenced. 

I do not think it ia a question or the rights being 
inf luenced eo much. When you look at t he chart 
and see what hap~ened to thle market i n t he last 
week or so, it ie bard to t1x t he price over a 
peri od. 

What haa happened to t he1e particular bonds 1n 
the last week; how ouch have t hey gone up? 

They have gone up about one-fourth to three- eighths 
of a point. 

Ir we bad done this a week ago, you aay we could 
bnve done it four t een points better? 

You are saving more than one-eighth or a point 
in interest. 

Yea; I think eo. Those 6-9 would probably have 
been one and tive-ei~hths the last two weeks. 

That i s why we waited; ia tha t i t? 

Tha t i s why we wai t ed. 

You could leave or r t he laugh. 

That 1e all right. 

7- 10; how does that tit into our stutr? 

It is in a rather crowded period. 6-9 bi t s an 
area that we hardly used at all so tar 

Would 1 t not be teaaible, 1ent1emen, to giVe the 
5-lOt 

A very riaky queat1on, because you have that long 
period. 
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11 . 11.Jr: 

Sell: 

H. LI.Jr: 

Bell: 

H. Y. Jr: 

Hanu : 

Bell : 

Hanea: 

Bell: 

H. lr..Jr : 

l'.anea: 

Bell : 

H. M.Jr: 

Bell: 

- 5- 317 

Well, how r1&kJ' 

There i s quite a bit of talk in the market a bout 
t his low coupon bond bringing prioea at maturitJ, 
which we do not believe, and which a lot ot other 
people do not believe, but there ia that talk. 

Well , it they did, what would that be? 

It would be around par, I mean on the basis ot par. 
We have had this talk, and what they are paying 
tor their rights doee not indicate that they 
believe it. They are juat talking it. Aubrey 
Lanaton got out a letter thia morning, in which 
he calla attention to that, and he aa1d it ie not 
according to t he aituat1on at all. 

Let us go around the room on thia. 

John, have you idea? 

I waa impressed by thia situation. I believe Dan 
is right. There will be somethi ng in this period,o 
the five- year period. It aeema to me to be not 
very disadvantageous to us. You say one and one 
half b i llion, plus tour hundred million? 

Yea. They are callable. 

They are not payable? 

They are not payable. TheJ are all callable in 
that period -- $760, 000,000 on ~y let, and 
$$~, 000,000 on way 15, of guaranteed and 
$720,000,000 not guaranteed on the 15th. 

At what rate? 

One and three eighths. 

Eliminating the interest it would give you the 
5-10. I t gives a larger premium than the 6-S at 
one and a halt. 

How muoh premium? 

One point seventeen thirty- aeoonda. That 1e a 
higher premium than the 6-9 at one and a halt 
three thirty-seconds baaed on yesterday's market. 
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s.'' . Jr : 

Bell : 

H. l . Jr : 

Bell: 

H •• • Jr: 

Sell: 

l! . • . J r : 

Eell : 

!illnee : 

Bell : 

Hanee : 

Bell : 

Hanes : 

Hadl ey : 

Seltur: 

!!. !.!. Jr : 

Bell: 

Uurphy: 

- '-
The 6-9 at one a nd a hdt. 

Yea. 

How much premium' 

One point fourteen thirty-eeoonds. Does that 
accord with your prioea' 

What about the 7-10' 

·ve --

The 7-10 would have to sell at one and r ive-eighths 
and t hat would be point seven thirty-seconds . ' 

What would it be' 

I t ia seven thlrty-seoonda leas than the other. 

You talked about the 7-10 at one and three- quart er s . 

Thls is t he market . 

Yea . 

Tr~t would be a hundred and two and a quarter. 

That i s what they like. 

That i e what t hey like -- one and three quarters . 

Larry? 

I personally preter a 6-9 because, as Dan has 
pointed out, you have ao many iaeues callable at 
the end ot t he tive years. You would be asking 
t he market to say t hat this ia not a bona fide 
rive year i ssue . ins t ead ot being a 5-8, it 1a 
really a 6 or a 7-8. I t you make 1t 6-9, you 
reduce that riek; you have eomethlng or 1t left, 
but, at any rate, you have no t a lot ot issue• 
callable a t the end of a1x years, as you have 
at the end or the tive years. 

The Home Owners Loan have one coming due 1n r1ve 
years' 

It is callable. That 1a ~hree per cent, 
$786, 000,000 bond i ssue. 

They also have one due --
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Bell: 

H. li. Jr : 

!.:urphy : 

ii. J. Jr : 

!.!urphy : 

Bell: 

J.:urphy : 

Bell : 

llurphy : 

Sell: 

..:urphy : 

- 7-

Yea; that 11 two and a quarter per cent, $1!00 000 000 
due Jul7 l, but that 11 callable in •4?, and ~ • .;. 
aeauaing that wi ll be out ot the wa7 b7 •44. But 
hare JOU have a coupon that you have to worr1 about 
until some ot the caeh comee in, and I look upon 
any bond 1n th11 refund aa a aerial bond -from call 
date on, because you are gattlng Just enough in to 
pay ott that cash, unlee• your market 1a such that 
you can call them and put them through, one, two 
and three yeara notes. You can call them and 
eave both ways. 

Henry' 

I ~uld like first to axpraae eoae dissent tro2 
what Dan aaya. It eaema to me that if the HOLC 
atlll wants to develop ita oaab to put lnto coupon 
bonda, and 1! 1nterea t rate• go up and up too 
greatly, these bonds will bold below par. 

At that t l me, under the low --

Tbe HOLC will reti re these bonds, whether they llkf 
it or not. 

That will hold them right at par. 

Rlgbt around par, but i t will mean that the bond 
requirement& will be concentrated to their 
financial disadvantage in t he lower coupon bond&, 
rat her than i n the higher coupon bonds . 

I would not aay at a diaadvantage. 

They would like to retire the higher coupon debt 
tiret. 

I think that would be eo i f t he people would b\lf 
them, it t hey had the purchasing power there, and 
turn them in on t hei r mortgaree . 

I might also say t hat the revenue bonds aball call 
tor a premium or fifte en t hi rty- seconds t o anyone 
who, tor some reason, should choose to turn them 
in, becauae they accrue the fifteen tb1rty- aeconde 
interest. I think the ex1atence or t b1s fifteen 
thirty-seconds jus titia& aome liberality ot prioing. 
I t makea the premiums t hat have been discussed 
l ook a little more reaeonsble than t hey have 
hitherto. 
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We reco£nl~e ohno, but, on the other han~. they 
are going to have difficulty in re-investing their 
money on August 1, which everybody ie facing st 
the preaent time . 

I did net mean to say that you did not recognl ~e 
it, but that is one of t he highlight s in my mind. 
As to t he 6-9 t hat Larry haa Jus t mentioned, in 
pricing , I might make t he same remark, becauae · I 
seem to visuali ze lt as more or a possibility t hat 
this t alk about maturity might ca t ch. or course, 
I have no way or knowing ~he ther it will or not; 
but, of course, logically, people that talk about 
pricln£ maturity are right. Our lowest coupon 
direct Treasury obligation it a two and a half, and 
t he lowest coupon bond 1saue or any kind outstanding 
is t~o and a quarter. Now, we are goi ng over t o 
a new departure on this one hera of one and three­
eighths . ~e have nothing like that in t he Ho:e 
Owners Loan coupons with the option call i n it. 
The force of habit ia strong, but I believe the 
bond will be priced to optional call, anyway, and 
1! it should be priced-- I will not say to final 
maturity, but a t some inter~edlate maturity, the 
difference i n your prici ng ~ould be Just~emendous . 

Selling at three- ei£h ts, that 1a the all time low, 
a nd, t her efore, five or ei~ year~ from now t he 
chances are --

They will not exercise the call, but they will le t 
them run to maturity because that i s a low coupon. 
I think t he marke t will look upon thls bond ae 
a ser ial bond eventuall y. Therefore, the inter­
mediate date i& t he one that ~ight govern . 

or course , thls bond csn take advantate o f the 
marke t as being t he loweat price a vailable. That 
will make it sell on a b~t ter yi eld basis. 

Why ? 

Because t hey do not like t o pay a high premi um, 
even though tb e yield i8 hi gher. It i s a s i lly 
thing , but it ia true . 

George? 

I thi nk 6-9, too . 

Do you want to e xpand on tha t? 

.. 
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llo; but I w111 endor .. tbat. I think 1t 1a nr1 
1aportant tbat the prela11111 ginn on thia be taken 
into account, witb tbeaa riaka in pricing, wJUob 
are greater 1n tbia 1netanoe than tbeJ baYe been 
1n aoat of JOill' financing. 8o, to be oonaerTatiTe, 
I would lean towarda liberal prioaa. 

Aroblet 

I l1ke tbe 6-9. I tblnk 1t 11 t be .oat practical 
bond we baTe bere. After all, on tbe 5-8, we 
would baTe to giTe a better price . It ie 1n t bla 
narrow range, and I would not be afraid it tbe:r 
atarted pr1cea at aaturitJ. I prefer tbe 6-9, 
although the 5-8 giTea a oonaiderable eaTing 1n 
!ntereat, because it oonat1tutea about a aillion 
dollar• a 1ear. 

1 difference of one- elgbth aakea how auoh? 

A 1111111on dollare a 1ear on nine hundred 1111lllon, 
and on that baala I would pref er the 5-8, which 
would flt i nto the market atruoture. I think the 
6-9 would work ln e110other, and 1t geta into an 
area where we do not baTe any laeuea. 

'1'he 6-9t 

• 

Yea. 

Dant 

Well, ae I I&J, I prefer lt f or t he reaaon etated, 
tbat la , the 5-8. I baYe no real quarrel w1 th 
the 6-9. I think tbat ordlnarllJ tlta l n with 
t he Ho .. Owner a Loan deal rea. '1'beJ are looking 
at lt froa a ten lear atandpoint; but I baTe no 
qll&l'rel with the 0-9. 

Jobn, dld JOU ••• tbla week'• '1'iaet 

No. 

It 11 a nice picture, but it doee not help anJ. 
'1'here are ao manJ people around town that would 
throw a aonke:r wrench into theee tblnga • 

• 
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I will ha •e 'lh1 te here • 

Yu, wUl JOU' 

Aubrer Lalllton ••1• 
And I would like to ha•e rou liaten to th1a, John. 

Aubrey Lanston aaya ~ - $t. One and a halt per 
cent ie more l ogi cal. 

The only thing that trouble• me that 1t we get 
into the five year, it aee11a to 11e that we are 
running into a lot of Rome Owner• Loan stuff. 
Aren't "' 
A contb before that rou had the one and a half 
billion dlrect iasue coming due. 

No; callable one and a half billion. Three and 
a quarter callable. 

It looks to me as though t hat mlght be a good year 
t o akip. Another thing , on the flve year stuff, 

1 

the way I feel right now, we have not gotten out 
a flve year note 1n eix months. In September we 
might offer another flve year note, and you wlll 
put a.nothPr four hundred mill ion dollars on that 
date. We have not offered a f i ve year note for 
six months . Can I get one per cent for tbe Oove:•n••rlt 

About three-fourths. 

So there you are. You know what I have done. If 
you will look over it, I ba•t only offered a five 
year note every six .ontbs. That is what I baVt 
been trying to dO, and so lf a f1ve year note 
would be agaln due, 1t would put 1t 1nto June, 
1944. 

That would be tbe same •• tbil. 

That would be the eame aa th11. I want to get 
that loP rate tor the Government. Wb1le we are 
thinking about 1t, and thll ia Just a thought 
do not take me too seriously - -, but I am going 
to again raise the point of letting $50,000, 000 
a week of our billa run on and poss ibly golng 
i nto the market and getting •500, 000,000 in money 
and putting a cap on th11 Oo•ariUIMint bond •rket, 
1f Pe can borrow tor t he Federal Oovernaent 
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$500,000,000 at three-tourth.a. 

Yea. 

It would be oheap, would it not' 

For what t1111e' 

nve yeara. 

J'ive yeara. 

You aee, the thing keeps getting out ot hand. We 
have one billion and three ot bille out; we have 
$500,000,000 worth t1Ye rear aoner at three 
tourtha. How, if we iaeued that we would eort ot 
put a cap on tbia thing, beoauee tbey own halt 
ot those bill e, don't thert 

Yee. 

Tber own halt or the billa. 

You toroe the r a tings out. 

But I am Just thinking or that. I can not go 
along with you fellow• on calling e1x months in 
adYanoe. Three aontha, yea, but I think when we 
begin to call in aix monthe -- Jus t a aeoond. 

( Inaert telephone o.ll at 10112 A.M.) 

• .. 

.· 

• 
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Now, we oan co.e back at ~115, rou aae, on so .. 
Owners Loan. 1lb)' not aek llboeorer 1a hand1iJ18 th11 
to come at ~:151 

All right. I think that 11 the oourteoue thing 
to do. 

Ask Fahey or whoever he wante to have come a ~:15. 

I think that is the courteous thing to do . It 
is quite a large issue, and they are interested. 

Tell them what n have done thie morning and invite 
thea over here at 4:15 today. 

All right. 

Ia that all right, John? 

All right. 

I would take 1t that certainly the maJority seem• 
to say 6-9 at one and a half; doesn't lt? 

That 18 right. 

That i8 right; 7-10 one and three fourt hs that they 
mentioned in New York 18 about a two and a fourth 
point premium. 

It 1s really funny. Here 11 New York aaklng tor 
over a two point premium on tb1s, and the laat time 
they wanted me to give them tour thirty- seconds. 

The real ooney 1n trading il ln theae. Or course, 
they are figuring thet w1 th the t'W'O and a quarter 
you figure to call. Tbe7 are figuring these bonds 
to aaturity date at three-tourtbs. 

~ell, we will come back at 4:15· You fellow• know 
what we are thinking about. 

(Ueeting concluded at 10:17 A. U.) 

Regraded Unclassified



Pre~entl 

B.I!.Jr: 

11&7 19, 1939. 
11105 A. X. 

What I wanted to do •• - I don't lalov 'lllbou 

tlllll.t it ie, it doeR1t aalte &117 d1tte~noe, 

but Hr. Well .. hae aaked that State aD4 'l'~aeurr 

get togethar between nov and to110rrov IIOl'lliJilr 

on th1e blanketr-blank Tenezuelan thing. And 

th1e thi.ng hae been baolt and torth aD4 baolt aD4 

torth, and I Juat thougllt rou people ehoQld 110 

to eome roo• and etar the~ untU rou got the 

thing eeUled, and than forget tlbo wrote tha 

tiret a~aorandua and llbat happened to 1t and all 

the reet or it; aD4 than when rou'n got eo .. 

idea what rou want to do, Xr. Ranee aD4 I .,uld 

11lte to aU dom and hear u. 

But thlr. 1 e been 10 auch- the qu .. uon ot the 

aaner and all the reet or 1t. I don't lr.oov 

whether we ha'Ve the aoner or whether we haYen 1 t 

got the aoner. Do rou want to eat' 

Lochhead: Well, that '• one ot 1:be probleae thlt bee ooae 

up. I th1nlt we pracUoa117 don't haYe to go 

1nto Yerr auch or a tuldle to decide on u. We 

all tigur.d u would be Yerr t1ne tor Hr. wuuaaa 

to go down. I un4eretood that the l'ederal 1\eeel"''e 

couldn't eee 1t at aU. Hr. Collado, rou oheolted 

w1th the rederal, didn't ;rout 

Collado: Hr. Sproul oalled and e&1d the7 d1dn1 t want to 

guarantee anrth1DS t or th1e euaaer, 1n Yiev or 

t he European eituetion. 

H.M. Jr: !beN '• no uee ar oall1Jilr up John W1111aa• and 

aak1ng 1t ae a pereonal taYOr. I don't -..nt t o 

do it on that ~ie. 

Lochhead: It llr. Well" ooulcl. ••• 

H.I!.Jr: I aean rather than haYe Xr. "''"ta• - I alan I 

4on 't th1nlt it '• Laportant anoagh tor ae to ear 
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to Xr. n.ll1aaa, 1 fh1a h a .. uer I Y&llt 7011 to 
do . I 1)o JI)'Qf 

Well, Xr. 8eoreta17, n were aort ot llop1Dg that 
he could go do11D there tor a aonth u head ot 

~26 

the a1aa1on, atart th1age ott, poaa1blf leaTe behind 
l>upree or aomebod7 alae to do the 4eta11 won. 

I ehould th1Dk that Xr. Wellu oould oonT1noe 
OoTarnor Barrieon that 1t wae '"-Pertut. ~t would 
rel1e•• the wbole a1taat1on. I tb1Dk 1t we lett 1t 
that war, 1t would be all r1gllt with ua. 

Vall, Xr. Welle& - that ' • Just - Xr. Well•• tb1nk1 
that I llhould oall th•. tou'n alrea47 eound~ 
thea outt 

'l'b1a wae about a aonth ago and at that Uae the7 
aa1d th17 ooul4D 1t aake a o01181taut t or tb11 .rue, 
at that Uae, aD4 that pol8ibl7 later tba7 oolll.d 
but the7 didn't want t o hold ue up. 

(On phone) George Harr1aon , Pederal Ruane ot 
Jew York, plea••· 

Va 1ll 4o it rigllt now. 

llow, the other queation about •n oOIIJ.ng up. I 
notice one queat1on, t or 1Detance - th07 aa1d theJ 
had to ..u a • ••• 

I oan 1 t hear JOU. 

About 14warde- that'• been cleared. 

Go elower. 

~t '• been clear~. flle7 now a&J 111 th11 aeaoran­
dua that tba7 will aake a apeo1al arr&J~&U&Dt with 
the Venecuelan Oonrnaent eo that he'd be paid, 
ao that would clear np that point. I1: 11011ld &lao 
clear up the point about Xr. Shoup. You '•e aaked 
betore about Prote .. or Shonp. We d1411 1t want to 
approach bill, didn't know what bade we could 
QJ>roaoh bill o1a. But 1t be 1a so1Ai to be paid bJ 
Vane&uela, I think 1t'• perteotl7 proper to 
approaoh bill and t1Dd 011t 1t he '• aareeable. 
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HMJr: Hello. 

Oper ator: ~r. Harrison. 

KHJr: Hello . 
Gilorge 
Harrison: Hello . 

HHJr: George •.• • 

!l : Yea, Henry. 

H!!Jr : Row are you' 

K: I'm pretty well , thank you. 

Ka.y 19, 1939 
11109 a.m. 

P.!"Jr: George , I have the people here from the State Depart­
ment and Sumner Welles vas here yesterday asking me to 
get in touch With you about haVing John V1.111ama go down 
to Vene~uela. 

H: Yeah. 

ffi!Jr: On the inv1 tation of Vene~uela ' s government -- at the 
head of mission -- financial mission. Has anybody 
spoken to you about this? 

H: Yes, thlly've spoken to us before about it and we've 
gone into it. 

l!J.!J r: Yea. 

H: And ·we thought it was awfully d1t!1ouU for us to let 
Williams go at t hat time. 

HY.Jr: Yeah. 

!!: And I thought 1t vas all settled that he wasn't goi ng. 
Then they asked about -- aa I remember, they asked 
about another man we've got here named Lamb. 

Hl~Jr: Lamb. 

H: So they -- it may have been tor a different purpose 
they vented him to go. 

l!J.lJr: I don't know. Vall •••.• 
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But the:r - the:r oan have him tor any purpose. 

The y oan have Lamb! 

Yes. 

Well , he oan't get the mission? 

No, no , no. No, be's not-- he-- he's not-- he ' s not 
that h1gh· geared. 

Well, George, t here may be -- I'm going -- they're 
sitting here -- now, I ' m going to tell :rou, there 11187 
be times in the next six months when I reall7 want 
'i1ll1ama. Beef 

Ye a . 

Some international oriels where t he U.S. Treasury may 
need h i m. 

~/ell , trankl.y, Henry, I -- I tel t thiS vay, that it vaa 
important, this matter tha t the State Department wanted 
him tor , but John is so important on our problema in t he 
e vent t hat anything should happen ••••.• 

Right . 

•• ••.• in June, tha t I'd hate to see him get that tar 
away. 

Yeah. 

And I had hoped t ha t the State Departaent would balance 
those two oonven1enoea. 

Yeah. 
That vas really the way I wanted to do -- the war I telt 
about it and the reason I think 
I ha ven ' t got into it myaelt at all. I've let Sproul 
and Williams handle it, but I t hink that the last t hing -
t he way t hey lett i t vas tha t he vas out ot it . 

Yeah. 
That i s , tor t he til!le bei ng , ;unleee everything oleare4 
up at t he last minute and it looked to be more pdealbl e. 
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Well, I ' ll tell them bov you reel . I - - I'm not go1ng 
to make t h1e one ot these , ahall I aay, peraonal requests. 

Yea. 

Because , as I say, something m1gbt ~pen 1n t he next e1x 
months where ve 1 d have to come to you and say we want to 
borrow him. 

Sure. They don't know bow long it would take, do theyt 

Just a minute , I'll ask them. Just a minute. 

(Brief pause) 

They say troll two weeks to a month. 

Yeah. Well, I'll -- I'll talk to V1ll1ame. He'• here 
today, and I' 11 talk to hlm again and see Just how he 
l ett it. I am, trankly, a little bit in the dark. 

\/ell, would you, and -- the State Department are very 
keen tor him and ot course I'd be delighted. 

Yea. 
Now, I ' m calling Allan Sproul at t1ve t1tteen New York 
time on the ••••• 

Yeah • 
•• • ••.. Home Owners ' Loan. I don't know vhethe; 
be there or not. 

Yeah. Vell, I ' ll talk t o hill about 1t. 

Could you leave - - if you ' re -- 1! you're ther~ , I'll 
t alk to you and i t not could you lea•e a •emo tor 
Allan t o talk to me about 1t' 

Yea, 1t 1 e understood he'• -- he'• going to talk t o you 
about 1t. 

Yeah, and •. .... 
I ' m -- I '•• got to go to Boston. I'm leaving on a one 
o•olook traln tor Boston. 

111-!.Jr: Oh I 
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Sut Sproul knows how I tool, and we 've talked it over -­
he a nd l·!addy and I -- so tha t he'll give you our 
v1e>~s anyway, Henry. 

And you' 11 leave word on Proreaaor 111lliruns? 

',/ell, I 111 -- I ' 11 t ell -- yes , I 111 tell Sproul to 
t alk to you about that too. 

\:111 you? 

Yeah. Now, don ' t misunderstand , we would like - - MY­
th i ng a t all th£. t .:e can do to oooperate or hel p the 
St a t e Depert m.ent, because t hey've been fine with us. 

I' l l tell them that. 

And I won't say anyth.ing definitely nov, but I t hi nk 
tha t t he -- our f eeling here was, unless t hey've ohanged 
their minds-- thrt it ' s much sa f er to keep r.il liaca 
here tor t he t ime being . 

\·:el l , I 'll -- they say two weeks to a month t o start it. 

Yeah, but you see the trouble is t hey want ue to commit • 
ourselves now, a nd something may happen next week. 

Yeah. './ell , you - - you • 11 got word back to me somehow 
or other today, will you? 

Yes, I'll-- shall. 

Thank you. 

All right. 

~-------- .--~----~~------~ 
• 
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Ollr 01111 -· 8p1epl, w are perteoU, 11Ul1JI& to 
aen4 401111. !'ba~ ou~ Wlll.4 be bol'U b7 U.. 
!reaa'IIJ')'. I ~twlk Xr. Whlte acre••• We 14 tw 
oare ot 8p1epl. 

Ouh1de ot the.~ I t!Wik •••• 

Wha~ are ~ looae eD4at 

I thi.Dlt that OOYera U, Kr. lleoretarr. !he 41tt1-
ou1tr 1A the paa~ baa beeo that we !lUted to trr 
a.o4 4o ~· u4er the atllor1&at10D thd n haT& 
to 4e~a1l o1rtl1all e-.,loreo• ot tbe lklnl'IIMD~, u4 
n were ~l'fl:Ds to t1114 people 1A the !ar1tt eo.­
a1ee1oD or !rea•rr or ala.W.re tbet •• oou14 a ... 

COD phone) Bello. (ConTar aaUon with IJonl'IIOr 
llarr1aon tollowal) 
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Be aa.)'l that he vanta to do eul')"thing he oan t o 
oooperate v1th the State Depart .. nt - Proteaaor 
lfllUue 1e there tod&)' - but thet he teell that 
he 1e euoh an 111portant aan and with the e1tuat1on 
110 or1t1oal 1n Europe, to h&Ye hia - to llake a 
ooaai t a ent now and to haYs him out ot the ooWitr)' 
when the)' might need h1a toaorrow deaperatel)' -
the:r think he 1 a too iaportant a man to a end out 
ot t he oountr:r. But he'll oall h1a, he ' ll talk 
to h1a and let ae ltnow t oda)'. So we ' 11 hear trom 
W1111ua. 

So :rou tallowa better put )'Our heada together: 
1t not V1l11.ue, wbot 

An1 other euggeat1ont 

God, there - •t be aoaebod)' elae bea1dee V1111aaa. 

And the other auggeat1on - wuld 11; be all right 
with :rou, Mr~ Xorgenth&u, 1t the)' got 1n touoh 
with Shoup to tind out 1t he ' d be 1ntereated. And 
about Mr. Ed~a .... 

I thought )'Ou were going to get either Mr. ft7der 
or Mr. rox. 

Ve tried to. Mr. rox - bot h ot thea turned the 
thing do11D. The)' weren 1 t t old t he)' ha4 t o go b)' 
the Praaident. 

8oth ot thu were aakad. 

X ea. 

Reoentl:rt 

Laat two weelte. 

Juat now turned 1t down. 

Who are tboee tellowat 

T&r1tt Coaa1ae1on. 

Oh. 

• 

• 
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And both Mr. l\7d1r and Mr. rox vera allked to go. 

(lode ree). Yo be&T7 preenre waa put on. 

But t h17 ware dat1D1talr and ott1o1all7 .. ~. 

Yea. 

Yell, you eee, I tb1nlt, 1t I •&7 • .,. eo - I tbi.Dk 
the State Department 1e being a little b1t unfair 
to the Treaeury 1n that Mr. Vallee aeeme to be 
under the itlpre'eaion that ve are tbe people that 
are dragg1ng our teet on tb1e tb1ng, and I don't 
tb1nlt that we a.re -that that h quite eo. 

No, I don 't tb1nlt 1t 1a. 

Well, I v111h rou ' d a&J aometb1ng t o bia, vUl JOU, 
pleaae, beoauaa he aeama 1D UUnlt that we are the 
drag in tb1a aattar, that we're holding baolt on 
it. So 1t rou wouldn 1 t a1nd - I think it would 
be better ooa1ng troa JOU, I aean. It '• perteot17 
true that I han not organized a epeoial bureau 
to handle tbt ee tb1nga, the V&7 be a eked me to, 
because I 1a not eold on it yet - that tbere ie 
enough vorlt tor a epeo1al 'bllreau tor tb11 thing. 
And it 70U baTI tb11 one a11110n VI fUll around 
1n both departaente tor a aonth tr,.1ng t o get 
people. And I '• not aold that there h enough. 

And .1ncidantall71 vb.Ua we're on tb1a, tha th1Dg 
vb.1ch I 11lted Ter,., Ter7 aaoh aore vae the euggea­
t1on vb.ioh oaae troa Vb1 te' a people, the idea ot 
1nTit1ng aeabera ot the Finance Departaenteot tbe 
South Aaer ioan Republica to ooae up bare and rts1t 
with ua tor three to e1x month• 1D the Treaeur,.. 
Nov, I'm TlrJ auoh eold on that. I aean I tb1Dlt 
that' e a ewell idea and we oould vcrlr. out a eort 
ot oourae and put th .. through the Treaeur7• 

I tb1nlt ve oould 'blllld on that. 

(Rode ~proTal) . 

... 
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'l'alte \!lea &11. !biN aN twnt7-e1x OOUIItriea. 
You oould piok the beat - tro• eaoh '1'reanr7. 
U would be qu1te a plu tor u7b047 down theN 
ud that would 111aure that at laaat we'd get ' 
OOIIJ)etent aateri&l to 110rk on. 

I th111k that 1 
• &II hoellut idea. 

Alld I th1Jik it would aoooapl1ah 111r111itel7 aoN, 
both rroa the po111t or Yiev or the State Depart­
aent - 1n deYelop1q \he k1nd or r el&Uona 7011 
want, inouloat1q 111 tho .. aan the lt111d or aone­
t&r7 praoUoee and r1aoa1 pNoUoea that w a11 
would 11ke to aee thea deYelop. And that would 
eetabl1ah oontaota, beoauae wb.Ue the7 weN beN 
the7 could go the roUIIda md 7ou oould do that 
eaoh 78&r nth a new orop. IDdde or t1Ye 7ear. 
1t would be 70ur .. II that would be rUIID1llg - I 
ae&D not l'IIDD1Dg, but would be 111 the operating 
end or the '1'reaeur1ea and B&llka. 

You aee, I eaw t he etfeota of the llea.r East College 
1n Constantinople when I waa out there nth a7 
father. At one uae eYer7 meaber of the Bulgarian 
Cabinet wae a graduate ot t he Roberta College. 
And of oouree t he 111tluenoe - 70U Juet can't 
aeaeure a th1ng 11ke thet. I ••an enr7 e1ngle 
aeaber ot tbe Bulgarian Oab111et vaa a graduate ot 
the Roberta College. 

'l'o a •oh ~ler degree, that 1 a true of the Ch1neaa. 
A great aaD7 ot the Ch1neae, 7011 aH. • • • 

I would aa7 we oould wo~ out here - we oould take 
one aan tor a1x aonthe, or two ••n a 7ear. 

'1'h1a 1e fro• e&oh ooaAtr7• 

Xee, and run th• through. 

Tbat would be t1ne. Ve h&Ye aeoured leg1alation 
opening up the organ1sed IOYel'llaut aoboola: Al'IIJ, 
laYJ, Agriculture, Oo-roe, Interior, eto. At 
that uae 7011. d1dn1t h&Ye anf1;h1Dg ot &D organ1&ed 
oh&r&oter. But w oould get together nth rou 
and aet up eoaeth111g and then let theee other 
oountriaa mow. I th1Ak we oould blllld on u. 

• 
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We 001114 iJuliat on the proper k1Jid ot aater1al, 
ao that dx .,nth• wul.4 10 a loJIC W7, and the 
proper 11:.1D4 ot prel1a1Aal'7 tratntns &M e:aperienoe. 

low, I 111 paaa thia along to rou. Ill'. Perltina 
-• at •1 houaa at tea Uae reate~. lla)'be )'OU 1Te 
•••n h1a ainoe he 1 a baok. 

Jo, I haTen 1t, Xr. 8eoretarr. 

And he oaae out with a nageaUon whioh waa aa4e to 
h1a b)' the General 1n charge ot the Panaaa C&Dal -
two auggeeUone. One - what 1e the oou.ntrr juat 
north ot Panaaat 

Coata Rica. 

llhioh 1a - no, that ian 1 t it. llhioh 1e the oou.ntl')' 
that hae a a111tal')' aohool that the)' are eo proud 
ott 

Guatellala. Well, the American General ear• 1t we 
could 1nTite - eoaehow or other bring thea up on 
one ot our boata - br1J18 up on one ot 011r tr&D~rta 
the oadete ot Guateaala.... RaTe )'OU heard tb1at 

Ve 1 Te heard it. Ve would then baTe to br1Dg the 
oadete ot e·nl')' other· oou.ntl')', Kr. Seoretarr. 

Well, it w011ldn 1t be eo bad. And ban thea 10 to 
Veat Point and the World'• ras.r. 
Ma7b e the Ooaat Guard 110uld aend down tor thea. 

We 110ul.d 1t the 'freaaUl')' could. Y .. , tbat 1a tbe 
k1n4 ot thing. BriiiC theae bo)'a up there, let tbu 
.,end a 4&)' or two 1D the ban'aoke at Weet Po1Dt. 
Let thea han a -•It down bere. I 1d be Uoli:.led to 
death. I aean it 110uld inouloate into thea eoae 
ot the etutt that we haTe up here. Wow, I ' • all 
tor bringing the" bo)'e up here. I•d SO the 11a1t 
1t the Pree1dent would aa)', 18end a Coaat Guard 
Cutter down and br1DC tbea up and let tbea. • • • • 
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We're eendiag a goocl'rill Coaet Oaa%\1. boat 40WD to 
aouth Aaer1oa th1e Je&r. ITn tboqb the7 di4D ' t 
S1Ye ue llllJ tlmde, we're eq~~eeaiag U out, But I 
4oft 1 t thl.ftk tbere 18 aoh IIOrB tullde thati JOU Ollll 
aqueete out; tor Ooaet Ouard under that appropriation. 

Well, theJ oould - tbere'e tobe Panaaa L1oe, there'• 
tbe .lrll)' transport. 

It 1e a queetion, Mr. &eoretar,., or doing it tor one 
ooUAtrJ lllld not tor llllOtber. 

luppoeing all theee oadete - arreage to let tbea so 
to Weet Pout &lld .lnnapol1e &lld tbe World '• ra1r 
and .. nd thea baolt, 

Good thiag. Quite el!pene1Ye, thousb-

PiYe hundred thoua&lld 4ollare to •ioaragua ie prattJ 
expeDdYe, too • 

.t.ocompliebee a lot laee. 

It JOU aU around bere, we'll hatoh a lot or 1daae 
and I tell JOU- beoauea I aa1d 8aturd•J•••• 
Do JOU aen V&llt to ooaa baolt tomorrow and report 
to110rro"' We a1ght be able to 4o th1e toaorrow. 

So rou tallon gat together, do 
It not W1ll1UJ1, eo•'bod7 alee. 
ooaa baclr. &lld report, beoauaa I 
toaorrow. 

a little digging. 
Wban ollll 10U aan 

told llr. Walla• 

JA7 tlae that 1 a oonYeD1ant to JOII· 

Let'• a&J J.l:OO o 1oloolr. to180rrow. 

All r1gbt, air. 

Would rou l11te to report on the other aattar toot 

That' • to report on bow JOU 1d aoooiiJ)l1ah t b1a tblnS• 

All r1gbt. And I '4 l11te to a end onr th1a attamoon, 

.. 

• 
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..., 19, 1939 

.,. • J oiiD W, lleDea, 
1Jader Secnt.ar7 of the Tre&IUI'J , 

!hi terace llou;ptain Turnpike Banda 

There appear to be ao• 11, 035 , 000 ot Wbitaraoe llowltain 

H1£1Dr*Y 4~ 8ond.e due J1e.Y 1, 1976, all or wbich are epparent.J,r 

held 1!1 the Co..ptroller or the State of II"' York tor the CeJ>al 

Debt Sl.nlcinl P'uad . It 1a reported that GoYarnor Laban hea ..,._ 

c011t.l,r siplld a 1>111 mthoriai.ng and •J)C~We1'1Dc the Wbitetace 

llcoultein lll.i~ CO.U0111on to i .eeue bobde 1n en ...,..,t DOt ex­

coodin£ .1,900,000 to P'uad boada heretofore 1oeuod and to pro­

vide additional tllnda tor the construction ot the World War 

Veterans lle1110r1al H1gbwq. 

Since appar<>ntzy none of theee bond.e have e•er been 

ieeuod to the public, there ia little Wor•t1on about t-. 

The AniiUil Reparta ot the eo.ptroller of lin York ohowod the 

followtna operat1ng receipts and expendituroea 

1936 ........... .. ............ ,1, 000 
1937 •·••····· • • • •••·•·····•• 65,200 
19)8 ••••• • • •• • •• •••••••• •••• 6'·600 
Total •••• •• •••••••••••••••••••• •• ••••••• •• • t lSl,800 

lli!!collaneoue receiota reetaurapt, 
11tt ehop. ate. 

19)8 • •••••• •••••••••••••••••• • ••••••••••••• 15.600 

Total Receipts •• • ••••• • ••••••••••••••••••••••••••• Jil97,400 

340 
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Intoroet on bopda outfi.opl! pg 

1933 •.••• •• •••••.•• ••••••••• .10,000 

1934 ··•·· · · · •• •• •••••·•···• 20,000 
1935 •••••• •••••• ••••••••••• )0, 000 
1936 •.••• •• ••••• ••••••••••• 36,500 

(t28,733 ot which o ... 
troa toll receipts) 

1937 ••••• • · · · ·• · • • • · •• · • ••. 4l,2SO 
1938 •···•••• •••••••·••·•••• 41·800 

Total ······ ··· ···················· · ········••••• ••l l79,SSO 

Pereonal StMc• and 11!1nt.m!ne• 
of Richw!;r 

19)6 ·········· ·········· · ··' 6,650 
1937 •••.•••••• .•.••••• ••••• 9,800 
1938 ·•·••••••• •••••••• •• ••• 20.QOQ 

Total • •••••••• •• • • •••••• ••••••••• ••••••••••••••••rt 36,4~ 

Personal Service and llainten.ance 1n 
Ooeration of Reataurant 

1938 ••·•·····••·•·•••••••·••·••••···•· • ·••• ·• 10, 500 

,Rocloapti on of Bopde 

1938 ....... . ..... ..... ..................... ... . 1 l, .ooo 

Total ~turea ~ ·······························$241,~ 

• 

• 
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Appare~, ~ toll ....,.1ph tor the ,...,.. 19)6, 19)7 

a1111 19)8 -t.d to - tun,aoo. IJlteren oe boada tor 

tbot eaM ~rlocl -ted to t ll9, 5,0J o~ratlDc e :rpoouea aad 

ll&intenance tor the - period -ted to tJ6,4,0J ell or • blch 

l.Ddicat.ea tbet three :reara1 OJ)IU'&tlOD eze!Jiaift or 811 aftilieted 

restaurant reeulted ill conriJii c1».r1eo appro:rlMtel,y 1.16 t1••· 

Por the tiecal :rear 19)8 the o~rati.Dc axpeDMa ,..... 

f 6S,600 troa toll& (aad tl5,000 troa the operation ot tho reatau­

rant). Expenaea nre t20,000 tor personal eorYice aocl •1D­

tonance or the 111&~1 t41,100 interen OD bouhJ aocl tls,ooo 

for redespt101> or bouSe. Froa the" t1gllrea 1 t would appear 

thet tbe roceipta troa toll• were wtricient to PIT "~"""'• 

includini the interen on the bou:le aocl 1earlzl& aboat t4,000 

for rettreMnt or principa.l. To tbla t4,000 ••• edded ts,ooo 

fro• the o~ra.tlDc proti t or an et!Uiatad reataurant aocl cUt 

obop, p!Jia t6,000 troa cuh "" laud ~r the retire...,t or 

$15,000 or principal. 

' • 
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llay 20, 1~:1~ 

For tho Comctroller 

In 1933 the Statistical Division or the RFC made 

an analyala of forty toll bridges constructed during 

the 1~20 ' • · 

The bridges were operated by thirty-five bridge 

cCIDpan 1os . 

Tho oat1matoa of net income to be realized from 

those bridges were made in a number o r cases by nationally­

known and reputable engineering firma, in some oases 

the eame f irms that submitted estimates for t he Penn­

sylvania Turnpike Bonds . 

Tho analys is made by the Statistical Division of 

the RFC included a comparison of t bia predicted net 

inooce with realized net income. 

In the case or five or the thirty-five bridge 

compo.n ioa studied, the net income during the early years 

or operat ion was equal to, or in excess or, the engineers' 

f or ecast. In the case of e~gbt or tho bridge companies , 

tho not inoomo realized was lese than tho engineers' 
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rorocaat but 1n exceaa or bond interest . In twenty-two 

or tho thirty-five companiee the realized net income 

was loss than the engineers ' forecast and leas than 

bond interest . The percentasea hold sood tor both l arse 

brl dse companies (those operat1ns br1dsea which eoat 

1n excess or $3 milli on) and t or acall and medium- sized 

br 1dse companies . 

Upm vr-
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tHI COM~"twTH&CUa"•HCY 345 

J.!.H. 

P\lrthllr OD tbe aubj eet of rtTem>a boada 

1101'0 ar less c011parabla to t ba Pomayln.nia 

turnpil<t ReYinue 3 3/4f> bonlie -

P.D. 

• 

• 

•• 
' 
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• 

WAlt DIEPARTMilNT 
OI'FICE OP" T HE CHIIU OP" HJI!#Y 

W#dHtNCITON.. D . C. 

May 19, 19)9. 

Honorable Honr,y Worgenthau, 1r. , 
Socrot ar,y of tho Trea.sur,y, 

lloohl.ngton , D. C. 

OD about Kay 34 I recolvod a requoat rro. you 
t o locate ., otrlcor on tho retired llat who Ia qualified eo 
a Tronaportotlon lt&D for duty with tho Tranoportatlon Brat• 
under tho Chlnoae Government. IIUh t bla lato,..tton cue t ne 
aalory and a turtbor arrangement tor lifo lnou~ance. 

I be•• used evel')' means •• ba'fe to contact a 
ottlcor who mlgbt Quality and be willing to take tho detail. A 
largo number bee bean contacted and I o"" find ao one who do­
oireo to be considered tor tbe detail. I will ett ll continue 
It you eo deoire and lot you know It I rtnd anyone. 

Rogrettillg tbat 1 ban boon unable to find a IIAil tor 
you , .. 4 wi t b kind poraonal regard a, bolino 111 

Sincorel1, 

~~~f.~~~ 

.. 
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!Lay 19, 19~9 

Present: 

Ur. Hjalmar J. Prooope, Minister 
!rom Finland. 

348 

Mr. Procope: Have you had time to consider 
t he question we d1soueeed7 

HU,Jr: Yes and no. I d id not know how 
serious you were about it. Is t hle eo~thlng that 
you really want an answer on? 

Ur. Procope : Yes. 

HU,Jr: You put it up to me aa what we would 
oall •a trial bWllooD~ 1 

Mr. Prooope: It was not a question I put 
before you on behalf or my Government. 

HM.Jr: Yea; that 1a what I thought. It 
t he question is •can your Government borrow in our 
markets in case or a war'" I can tell you the answer 
1e yee. It the question il •can your Goverruoent 
borrow tro~ the United States Government? " , that il 
aocet h i ng I would have t o get authority trom Congreaa. 
Which d1d you have in lilindf 

Wr. Pro$~pe: Let ue aay that now in the pres­
ent eituation1nland should thl nk that it needs to 
put defense forces on the bali& or extraordinary 
otrength and that we need money tor t hat purpose. 
Let ua say, tso,ooo,ooo. Do you mean that there 
1e no normal h1nd.ranoe tor our going out to borrow 
t ho.t? 

HM.Jr: None. 

llr1 Procope: 'rhank you tor that . h there 

• 
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any possibility of getting a loan now i n thla 
marke t ? 

Hli ,Jr: Oh , yes! 

Mr. Procoye: I had t he i mpr ession that i t 
wae very d1ft icu t . 

HJ.I ,Jr: I have not sounded ou t the market, 
bu t if you ask me t o I wi ll do ao at once . 

. !.lr. Procope : The man who waa with me the 
last time, I had him sound out people in Wall Street , 
not saying that it was tor Finland, bu t ln general. 

HJ.I ,Jr: Oh, that 1e different! You see, 
your Government has a peculiarly favorable posi t ion, 
because you pai d your debt . I t you would say t o me, 
0Ur. Morgenthau , can the Government ot Finland bor­
row e2o , ooo ,ooo, • or whatever figure you had in mind, 
I onn g i ve you an answer by Llonday . 

that? 
Llr. Pro cope ; Your opinion i s that we can do 

Hli ,Jl: Yes , but I want t o go i nt o t he mat t er 
further . cannot go to the MaJority leaders in 
t he Senate and House on an 1 i t 0 , but it you would 
tell me to I would be glad to speak t o our leaders . 

Ur . Procooe: I n order tor you to get author­
ity trotll Congress, do you have to i ntroduce a bill ? 

HH,Jr: I can go to the leaders and say that 
I want to know i t a bill waa introduced would the 
United States Government lend Finland so much moneyt 
and I can get a yes or no. 

!.lr. Procope: I see . We are not quite ready . 

HJ.I ,J r : The minute you are ready , you will 
ge t 24 hours ' service from me but unt i l somebody 
says 0 Yee , we are r eady" why i Jus t pi geon- hole it 
and wa1 t. 

Wr. Procope: Suppose you int r oduce a bill 

• • 
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into Congreaa, 1a 1t both Houaea? 

!Ul.Jr: Yea. 

Mr, Prooope: Ia auoh an authorization given 
just only for one tranaaot i on for a certain acoun t ? 
Ia that given just for that i mmedi a te transacti on? 
I o cannot be given for t he future! 

UW·Jr: No. An authorization f or the 
United tatea Treasury to lend tso,ooo ,ooo on t he 
beet possible terms to t he Government o f Finland ••• • 

llr. Prooope: This cannot be given for one 
year bencef 

HW 1Jr: I do not know. I t might be possi ble. 
'lie can •sk them. llhen you are ready f or me to sound 
them out , I wil l do so. I have already spoken to 
the President about that. You are a business man. 
You must tell me when you are ready to do business. 

Ur. Prooope: Uay I summarize, Firat, t o 
lend on the market, short terms or bonds? 

HK,Jr: I would have t o find out. 

Ur. Procope: There are no reatriotionaT 

HK,Jr : On the cont rary, we would g1ve it 
our bles81ng. 

Mr. Procope: What do you mean by blessing? 

HW .Jr: We want to demonstrate to the reat 
ot the world that we appreciat e what Finland has 
done and, therefore, we want to be helpful. 

Mr. Procope: You t hink that such a lean could 
be plaoedf 

!Ul,Jr: I think so. I want to make sure and 
can give you a very quick anawar. 

Mr. Procope: You do not think the amount of 
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840 ,000 ,000 or $50,000,000 ia too muoh7 

HK ,Jr: No; I do not. 

May I a8k you a queation7 What proportion 
of that money would be spent in th1e country? 

llr. Procope: I cannot tell you. 

HK.Jr: You m1ght ask. 

llr. Prooope: You mean it would be eaa1ert 

gw.Jr: If it is goihg to be a Government 
loan , t !At le important; if pri vate, it i8 another 
matter. 

wr. Prooope: That will be one of the queatlona 
I will ask. The Government loan requires Congressional 
authorization through a publio bill. Is that 1ntro­
duoed by you? 

HK,Jr: It would go either from the President 
or from me. 

llr. Prooope: You do not think it i8 absolutely 
neoes8ary that the money would have to be used in tbla 
oountryt 

IIK,Jr: I do !)Ot know. They might aek me. 
We would do it a lOO'jD Government loan or not at all. 
The tir8t question they would be would be where will 
the money be 8pent and what fort 

Mr. Prooope: You do not think it l a abao­
lutely neoeaaary to be 8pent heret 

I!K,Jr: I would not want to say. It would 
be the tiret time I will ask Congreaa tor auoh a 
thing. 

Mr. Prooope: You had ln ~nd a tranaaot1on 
tor the moment. 

Hll .Jr: Yea. I do not know how they would teel. 
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Mr. J>rooope: You do not th1nk 1t 1e 1Jipon1ble7 

HK,JS: lio, I do not. I would t1ret have a 
talk w1 em. Then 1t they would be tr1endly , I 
would arrange to have you and they ooae to IIQ' houae and 
you oould talk to them there. 

!!r. Prooope: I am extremely t hankful. 

HK.Jf: You are t he only repreaentat1ve ot &Jl1 
Oovernme would aay th1e to• h want to ahow our 
approo1at1on that you have pa1d your debt. 

oOo-oOo 
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t Ill I!OLC REP'IM>IIIG ~ 19, 1939. 
4:15 P. If. 

( 

Present: 

I!, I!. Jr: 

rahe;r: 

lfr . Banu 
lfr. Lochhead 
Mr. Bell 
lfr, Baa• 
lfr , Selt&er 
lfr. Murp~ 
lfr. lla4le:r 
Mr. Fahe:r 
Mr. Paveaioh 

Do ;you people have an:r preterenoet 

llo. Our feeling about it ia that ae tar as ve art 
concerned it ia our dut:r to t1t in v1th ;your needa 
and ;rour responai bilitiea here. Tbat'a the priaar;r 
thing. 

One th1ng about H h t hat - I vas tallr.l.ng v1th 
M.r. Bell about it, and I don' t lr.nov bov t ar it ' • 
been diecueeed v1th JOU - our teel1ng ia that it 
the Corporation ie able to go aloJ18 ae vell as 1t 
ie nov - I mean under no better conditions than 
at present - that it ought to be poeeible to prett;r 
nearl:r olean th1e thing up and liquidate it COIII­

pletel;r b7 '45 and i!O, the poi nt beiJ18 th1a: ve are 
conatantl:r gaining on oolleoti ona - I .. an gettl.ng 
a higher percentage all the tiae. lfaroh -• tha 
highest one ve have ever had. More loana a re being 
paid ott i n tull all the Uae. There vere 110re 
pa1d ott in April than in an:r prenoue month. We· 
ought to be able to sell these properties in hand, 
and ve teal it is good polio:r t o do it about as 
rapidl7 a a ve can v1 t bout brealr.1118 the aarlr.et on 
propert:r, and cover that IIODI7· 1n• 

llov, 1n another three :reare theee loan• ebould be 
paid down to the point where it ehould be perfeotl;r 
poeeibl e to transfer them to the private insti­
tutions and pt out of tb.ell, and v1 thin that time, 
c erta1nl:r b:r ~. to han eold all the propert:r 
that ve have got on hand. In other wo rde, that 
ought t o be the polio:r, t o ooii'Pletel:r l i quidate 
the thing and get out ot 1t Just ae qu1olr.l:r aa w 
oan1 and that it 1e bener in the eale of propert:r 
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to take 1n .,.t 1netano .. - to take the lou nov 
rather thaD let 1t drag along rith the pou1bUU7 
ot greater loee 1t rou oont1nue to oarr, th1e pro­
pertr 1n poeeeee1on, 

Nov, that 1e our general teel1ng about 1t, and that 
that ought to be the obJeoth'e and that u 11 well 
to keep that 1n a1nd 1n planning the tinanoing. 

Well, let' • hear vba t Allan Sproul ear a, ehall we, 
because I ea1d I 1d call h1a at th1e UM, eeet 

(On phone) Allan Sproul in •ev Yorlt, pleaee. 

Be •• going to coneult v1th the tellove, JOU eee. 
'l'bll ve:r the71Ye got 1t out bare, th1e aix to Dine, 
one and a halt - attar rou eubtract tile 1ntereet 
lou, above one po1nt and thrte th1rtr-eeconde 
premiua; and the r1ghtl on the eame bull tbe7 are 
selling at one po1nt and ti'l'e th1rtr-eeconde 
prea1ua. So either we're :t1guri.ng 1t about right 
or the market 1 a tigur1ng it about right. 

'l'he reaeon - I gueee Bell told rou - we ' d a little 
b1t rather go e1x reare to nine than tin to eight, 
1a to get onr that - there are eo llaD7 th1nge 
ooaing due 1n t1Ye reare. 

(On phone) Bell.o. ( ConYer.,uon with All an Sproul 
tollove :) 

• 
.. 
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Ka:r 19, 1939 
4:20 p,,., 

l!l!Jr: Hello. 

Operator: Mr . Sproul. Go ahead. 

l!MJr: 
Allan 
Sproul: 

liJI.Tr: 

S: 

lll-lJr: 

S: 

Hello. 

Hello , ~!r . Secret ary, 

We 've got -- ever:rbody' a listening to you on the loud­
speaker here . 

I see. 

So do you want to tell us vbat you f ound out? 

Yea. I've been talking t o t hese tellove all afternoon. 
They say the market •e present estimate, baaed on t he 
price or the call tvo and t hree quarters is about a 
seven ten year one and three quarter, Then they go on 
from there to a moat optimistic - - saying you can de 
a good deal better than t hat; t hat you could do seven 
ten years , one and five eighths, six nine years , one 
and a halt and the most pessimistic saying that one and 
three quar t ers tor seven ten years is pretty thin and 
shouldn' t -- nothing beyond nine years should be priced 
a t one and three quarters. 

A good deal or the argument centers around 'llhetber they 
figure t he yield to the call date or to maturity and 
they t ake two poe1t1ons on that, So~e say the market , 
under present oircumetanoea, will be figuring the yield 
t o the call date. That's the vay they're figuring yields 
on other -- all other obligations . Tba other slde aaya 
that vith a low coupon -- auoh a lev coupon, short 
maturity obligations -- that the market will tlgure tbe 
yield to maturity, or part i cularly in case or the H.O. L.C. 
because they don't think that the corporation can pay ott 
its outstanding higher coupon bonds between nov an.d 
seven, eight and nine years; that therefore this new lev 
couDOn issue vill be allowed to run, and what ever i s paid 
ott'vill be paid ott on the higher coupon issues, and 
t his one will be allowed to run t o maturity. So that I 
should say the -- the weight or opinion i a on the side 
ot figuring these yields to maturity al though there i a 
definite opi nion on the other aide too. 

When you co~e then to trying to figure an option on the 
coupon - - with a three-year option you -- on any c~~pon 
you figure, you get, it seems t o me, tvo issue yie s 

• 
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ot t he call date and two leaner 7ielde or t he matur1t7. 
Nov, I think t hat ' e eo on a seven ten or a six n1ne or 
a tive eight. And, therefore,· t here'& eome advante.Se , 
I should say, i t it ' e - - ! i ta in wi th the outlook tor 
the corporation' s income to making the spread two yearw 
r a t her than t hree , in which case you coul d cut t he 
ooupona finer . 

I see. 

The way we f i gure it here, it's six eighths a t one and 
a halt, or it's seven nine at one and tive eighths , or 
an eight ten at one and three quarters, would be a good 
ooaprolll1ae. 

~ell , Sproul , there's no sense in my recoomending tha t 
they pay above one and a hal! under t he present aarket 
oond1 tiona. 

Above one and a haltT • 
HMJr: Ye a. 

S: 

ffi!Jr: 

S: 

El-'.Jr: 

S: 

I!HJr: 

S: 

HJ.!Jr: 

\fell , a six -- a six eight a t one and a half would -­
would show, we fi gure, one twenty t hirty- seconds pre­
mium to call date or twelve t hirty- seconds/to maturi t y. 

premium 
I see . 

.. 

At eix nine we figure would show one and a half -- at 
one and a halt per cent - - would show one and a hal! 
prelll1um to call date -- that 1 a figured to call date, and 
minus twenty-seven thirt7-eeconda as figured to aaturity. 

Minus tvent7-seven • •.•••• 

Yeah. 

I see . Well nov look, do wha t -- 7ou•ve listened to 
these f ellows all after noon. Now, boil it dovn and 
as or tour t went7- fiVe Eastern Standard Time, Washing­
ton , D. c., what do 70u recommend? 

~/ell , I - - how far cut do you want to go? 

Well , I-- I don' t eee any reason why they should PA7 
more than one and a halt. 

• 
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S: 

ID!Jr: 

S: 
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S: 
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5 : 
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Vall that's-- that limite t he years you oan put it out 
tor. I r -- if JOU' re not going to be able to pay orr 
all ot these outstanding higher coupon iaeues within 
the next -- within the per iod, say, torty-tive, forty-
seven . . . . . . 

tfell listen, I don ' t have any cr:ratal here eo I can• t 
do a ny ga~ing for you. 

(Laughter) Then t he thing t o do, I should say, would be 
t o gat t his out as long as possi ble and at as low a rata 
as possible. If there's going t o be a pa:r- ort 1n t ha t 
area, then there's not such a need to push it out. 

Come on -- come on, put it on the l ine, old man. Put it 
on the line. What do you recommend? 

Well , I would recommend a six eight at one and a halt. 

I see. Well now, I t ell you what we'll do. I haven't 
since t his morning the majority or the people here waQt 
it -- the s1x year ra ther than t he five year, JOU aeef 

Yeah. 

They want to ge t over t hat torty-rour hump. 

Right I 

And Mr. Fahey is sitting here and he agrees on that. 
He wants to get over the forty-tour , so we - -we want i t 
to be a atntmum or six years. 

Yeah. 

Now I don • t see why they ahould pa:y 110re than one and a 
half eo it would be e1 t her aix eight or six nine, de­
pending upoh bow these rellowa figure i t , is t hat right? 

That' s right. 

And I can eae where they are figuring that t his is one 
and a half , the chances are t hey ' ll let 1t run to 
maturit y , tha t they might figure 1t t o maturity. 

We'd be perfectly safe on a six eight, wouldn ' t wef 

Absolutely I 
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And 1t doe an' t coat Mr. J'ahe7 a dollar 1110re at al.x 
eight than a aix nine. 

No, be geta the-- gets the eame •• •• • • 

Well, the same coupon. 

'l'be eame coupon. 
year 

At tbe ninth/1t 11ight coat him ••••. , 

The ninth year, dependi.ng on what h1s situation 1e then, 
it might coat hill money. 

Vell , neither he nor I are going to worry about the 
ninth year. Are we? 

(Laughter) Nobody knows what it ' a going to be then. 

Yea . Now, let me just ask him a minute . 

(Brief pause) 

Now, just a minute. Supposing we make an appointment 
tor tomorrow at eleven thirty-- t hat's t welve t hirty 
your time. Are you goinB to be in? 

Yea, I am. 

Vhat'l 

Yea, I am. 

Vell, supposing we say we'll meet again in this office 
and your office at elenn t hirty to:aorrov1 

All right. 

But the way it looks -- you 888, it'll be -- I - - l~y 
guess would be e1x eight or a1x nine. 

Yeah. 

Just a minute . (Talks aside.) Than we oan see What the 
market doee tomorrow. 

There's no interest in eboving it out further. 

\/ell, vb7 - vby make the tellow pay one and tive eighth• 
or .. . ... .. 
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Well, only 1t he 1 a not going to be able to pay ott 110re 
than he has outstanding now in the other iseuea. fhe • ••• 

Well •••• •• 

•••..• two and a quarters and the threes. 

Well, he oould •• • •••• 

Because it he -- it he ' s not going to be able to pay 
ott any more than tha t when be gets out here six or 
eight years he might have t o do soce ret1nane1ng again 
a t a much higher rate. 

Well, let me ask •••..• 

(Bri ef pause. ) 

He said - - he - - t ha t doesn't worry h1m any. 

Well, be's t he - - he ' s the Dootor on that. 

Yenh, he ' s got a hundred and fitty million dollRrs cash 
in h1s pocket now. 

\fell, be may have t o use some ot t hat to pay ott people 
who don 1 t turn i n t he two and three- quarters. tfe figure 
that the with ao many pi eoes out there' ll be --
may be qui te a turn- i n for oash. 

I s t here lots ot buying going ont And swappingt 

Ko, t here's been some but not a great deal so t ar. 

But as ot tonight , at six eight one and a half , you'd 
underwrite that , wouldn' t you' 

I would. 

It would go well, wouldn't it? 

I t hink eo . 

\·/ell, i t Hr. Fahey oomeo in t omorrow and says be wants 
t o go out fUl!tber, then we'd have to go to one and t1ve 
eighths, wouldn ' t ve' 

I should say so , yes. 

• 
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o~at would t hat be tbent Wha t would be the year8£e7 

Well, I should say seven nino on t hat. 

Seven nine . liell , .••.•• 

(Talks a aide) 

Well, be oan sl eep on it and -- and one eighth 
~eans a mi llion dollars a year more t o him ... . • 

Yeah . 

••••.. on nine hundred mill ion dollars. 

Yeah. 

It ' s Jus t a question ot Whe t her he wants to spend a 
million dollars for an extra year . he comes troa 
New England he says 1 No•. 

(Laught er) ~I ell, he mi ght look a t it as insurance 
tor him. ... 
tlell, He says, "You Californi ans ar e muoh more optimtatio 

~/ell , we • ve go t . .. .. 

You 've got ..... 

..... .. gotten burned a couple of times. 

You 've got t he sunsbine and we've got t he money. 

Vell, we -- we' re getting some of t he coney. 

o. K. Well, I'm ever so muoh obliged, and I ' ll talk to 
you again eleven t hirt y our time tomorrow. 

Fine . 

Thank you so much. 

Good night . 

' 
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But rou th1Dit about 1t an4 we 1 ll th1Dit about u. 
It gete 4ovn to either e1x-D1ne or eeTeD-D1De -
W.ther rou want oDe an4 a halt or oDe an4 t1Te­
e1gtlthe. 

Jobll, ae to tonight, I 4011 1t ll:now bow rou teal, 
Bow 4o rou teelt 

You'•• o~ rour a1n4 oD the e1x-n1ne, You 
DOW 1&7 J'OQ '1'8 got to go to 18'1'8n-Dl.De, You 
ea14 dx-Dine, one aD4 a halt, th1e .,rnl.Dg. 

lltUl can get one and a halt, e1x-n1ne. U 1e a 
little thlD; that 18, it 1e th.1zlller than the 
e1x-eight. I think 1t woul4 et1ll go. 

'.!'hat' e all right, then. 

(To I1eler) Bring 1n Kr. Faber 1 • - theae two 
gentleaen'e hate, eo ther can go out th1• vq. 
We're ewearing E4 rcler 1n. 

Yell now, vbat about - han we got to bol4 a 
aeet1ng to.,rrow to Tote on th1et fhat'e what 
we vera plaDDingf 

1\ight attar 11:30. 

Mter the ••t1ng here. 

GiTe ue a reeolutioD propoe1ng theee te~•· 

Y•'•• got to haTe the reeolut1on attar rou .. ttle 
1t. 

We'll eettle it at 11135. 
I •••· It isn't neceeearr tor ue to ooae OTer. 

lo, I can telephone rou 1t rou want. That'• right, 
rou're quite a 41etance avq, ar111't rout 

• .. 

• 
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hUJI 

K.II • .JI'I 

---
1 oaa - 1t 7011 ...n • to. -t 1 tlloa&ln 
-. to eeUle 1t PII'OIIpt1J' to•I'I'OW, llaYe aat 
Joa~ •nlaC aac1 pue u. 
We'll .. tue u beheea 111,0 aa4 Uall5. 

We'll pua ~ reeoluUcm 11114 Jlllti ~ t1p.rea 
Ollo 

'l'bati • • wbat n 4o 111 til JIIPO 1 !lake till 4eo111oa, 
11114 tihoJ' bDl4 ~ loar4 •-'11lc 11114 lboot; ~ 
reRl•C1oa oYer. 

'l'bat' • wbat w •u ao. 
Will ,.. lit • bow 1t ra. wuto ..,. o••• oa 
tlae 11141 Uoa.l ,..art 

IU.pC aow 1 4oa t t Ill UJ' 1'-D tor U. 

~62 
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FRZS£,:T: 

:ianea : 

Giobons : 

( Gas ton: 

Gibbons : 

i1 . ..:' . Jr : 

!' . • . Jr : 

F..snea : 

Gaston : 

H . ... J r : 

Gaston: 

R . ~ . . Jr : 

Gas ton : 

J.lr . Hanes 
L!r . Gibbons 
l.!r . Foley 
L!r . tlcReynolde 
J.!r. Gaston 
Mr. Haas 
Do. Bell 
!.!r . Duffield 
Mr . Locbhead 
!Or. Whi te 
lolr . Graves 
l.irs. Klot:z. 

' 

ltaJ' 19, 1939· 
9:JO A. lo! . 

I would like to ta lk to you about t he collector 
f or t he stat~ of Washing ton. 

I s that the Interna l Revenue Bureau? 

The Internal Revenue Bureau. 

One Senator says one thing, and the other another 
t hing. I do not know much about i t . 

I guess everyone knows som~thing about it, except 
me. 

(Mr. Hanes handed papers to t he Secretary.) 

Is t here anything else? 

That is for ten o' clock. 

All en says be will write anot her item. He wrote 
t hat himself, but it was not any invention of his. 
Three or four people in Justice told him about it. 

What is his attitude? 

Neutral , he clai ms. 

What else? 

llothlng else . 

363 
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(J.lr, P'oley handed a paper to the 8ecr etar1 . ) 

H. !.:.Jr: Where clld you get tbla' 

Olbbona: I turned that over to Johnaon. 

Fo l ey : Yea. 

urs . Klotz! How d1d be get it ln the t1rat place? 

Fol ey : I thought he sent that to you. 

H .• . Jr : Who is that? 

Olbbona: Uc~ynolda. Did you send t hat to me, Mac' 

!.:cReynoldal I do not know wbat i t i a. 

Olbbons : Ot course , the l natructlona are to Johnson to do 
certain tblngs. I gave it to Johnson. 

H.U. Jr : Where clld you ge t ltt 

~oley : I think 1t came through Thompson. 

Gibbons : That is r1ght. 

Urs . Klotz : It came to the otflce trom Mr. 01bbone . At two 
o'clock t hey got i t upatalra. 

UcReynol da: • sent to Gibbona' ott1ce at 4.• 

H. t.:. J.r : 

H. L. Jr : 

Poley : 

H. U. Jr: 

Let us have a copy O&de. I think ln this case 
we can have lt photoatated. I think Cairns 
should be present with Johnson. 

I think eo, too. I wanted to talk to the First 
Secretary, 1t that is your w1ah. 

Yea. 

I was a l i ttle surprised when I aaw it coce rlght 
back. 

That was not t he agreement . It was that he shOuld 
hold 1 t. 

Fol ey: Yea. 
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AU rigbt. 
to see this 
be present . 

I wish they would make an appointment 
man this afternoon . Let Cairns 

Yes. 

Plus t he stenographer. 

Yes. 

It will be photostated. 

I think that Thompson already bad it photos t ated. 
He had a photostat w1tb him. He wanted the original 
baok this morning. He kept it and he should bring 
1t up here . Thompson had it blcsel!. It 1s not 
in the hands or any messengers, or anything or that 
kind. 

I handed it rigbt direct to Johnson. I was very 
careful, as soon as I got it 

Have you anything further? 

That 1s all I have . 

Nothing on the prospects or foreign trade. 

Nothing, excep t that Al Hopkins called up this 
corning and said you wanted him on ~onday, Tuesday 
and Wednesday, and be would rather come down then. 

~~rry, Jus t a minute. (Conference ott t he record 
between t he Secretary and kr · White. ) 

Somebody has written in £1V1ng t he economics or 
that. Are you through, Archie? 

Yes. 

A~ Cohn is in town and he would like to see you 
some time. 

He oa.me i n last night. l!e has the Hs yor of Los 
Angeles with blm, and he would like to haVe you 
meet the Mayor, 1r you bsve time. 

I can do 1t at 11:20. 
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H. t. . Jr : 

ell : 

H. :... Jr : 

. ci'!eynol ds : 

..rs . Klotr. : 

:l. JJ. Jr: 

. .rs . Klo t r. : 

;.cReynolda : 

~o.rs . Klotr.: 

a . ..: . Jr : 

- eReynolda: 

;; . • . Jr : 

- ~ -

All right. I think be will be in this morning. 
11 :10? 

11 :20. Dan? 

366 

This i s tbe l e t ter t hat authorized the sale or t he 
Home Owners Loan bonde. I tlxed it up all rlght. 
It is 0. K. Tha t is Just a reminder . 

I told hi m we would put i t in tbe icebox t or future 
conSideration. 

That is all I have. 

l.!ao? 

No thing , except to report tha t Herbert and I botb 
were very poor golfer s yes t erday afternoon, but ~e 
couldn ' t spoil either t he weather or our disposi t i on• . 

You should have seen them. 

Did you see t hem. 

Before they let t , t hey said "Goodbye.• 

She said it was not oonsidera te of me to come by 
and tell her "Goodbye". 

He rubbed it in a little bit. 

I think I had better aee tha t man on !.!onda.y a t 
10 :15 . I will see him on ~onday. 

At 10 :15 on llonday? 

And you be here. 

( !.!eeting concluded at 9 : ~5 A. U. l 
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TREASURY DEPARTMENT 

INTER OFP'lCE COMMUNICATION 

SeoN~t:l'T rgenthau 

llr. Hu 

Reoen Financial DeTelop8ente 

HIGHLIGHTS 

OAT& llaJ" 191 1939 

1. H1glrgrade oorperaUon bonde haTe not followed 
'freaaurr ' • in the olllTent aoTe, and thl epNad i n Jield be-
tween thea ie now the greateat in eoae reare. (Charta I and n. ) 

2, The largeet pr1Tah plao•ent ot corporate aeour1iitl 
on record ooourred laet week in the tale to titteen ineuranoe 
co11pani u ot $11~. 5 a1llione or 4o rear 3-1A 1 • ot the co-n­
wealth Ed1eon Ooapanr. 

3· The epread in Jield between Britieh Oonaole and the 
&Terage ot United Statee long-ter. 'freaeury bonde ie now at 
ita bJ.ghut point einoe the twent1u, notwithstanding a tair 
r eoo•ery in the price ot Ooneole troa their oriels low, 
(Charta III and IV,) 

4. Br1tieh ahort-te~ aoner ratea, Wbloh had rieen aharplJ 
at tbe ti .. ot the or1eia, haTe now loet a little oTer three­
t ourthe ot their total r1ae a1noe t he t1rat ot the rear. 

u. s. Saour11;iee 

'fbi United Statee OoTerna.nt bond aarket continued dllring 
the tiret hal t or llaJ the extraordlnarr etrength 'llhlch it hal 
been lhowing with tew interruption• a1noe the laat week in 
Februarr. 'fhe •••rage riel4 on all treaaurr bon41 w1 th tweln 
Teare or aore to run until aaturitJ or earl1eet call date 
declined further to 2.1~ peroent at the oleee on Wednead&J, 
a decline ot 0.12 peroent einoe ll&J 1 and ot 0.29 percent 
a1noe Februarr 25, whln the aTerage atood at 2,43 percent. 
(Chart I.) The We4nlldaT figure ia a new all-Uae low tor 
thia aTerage and eTerJ one ot the 1aeuee included 1n it hal 
• ade a new ;11-tiM high in price during th1a aonth . The 
s trength in long-tera direct treaeurr obligation• baa been 
paralleled bJ a oorreepond1ng etrength in the longer aatur1-
t111 ot guaranteed obllgat1one. 

• 

.. 
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Sborter-tera obl1gatioDa part1oipahd 111 the nee in 
the ~~~.arket laet weell: to a greater extent thaD the7 baTe 
alno• the !irat weell: ot the ourrent aoTe. !he aTerage Jield 
on ; to 5 1ear Treaaur7 notea1 !or example, which had declined 
only from 0. 53 percent to 0.4, percent between March 4 and 
11a1 10, declined turther to 0. 37 percent at the olon on 
fednnda1• In interpreting thle •oTement, 1t ahould be noted 
that the yielda or ehort-term aecuritiea normall7 awing in a 
much wider arc t han do thoea ot the lon,g onee, ao that in a 
'balanced' moTement o! the entire •arket, t he yields on the 
notea would normall7 •oTe aeTeral baaie pointe t or eTerJ one 
on the bonde. 

The ehort-tera ieauea &1'9 alread7 eo high, 1t should be 
noted, that all Treasury notea &&turing prior t o June 15, 1941, 
are eelling on a nesatiTe yield baeie, and eTen the eeem!ngl7 
aodes t premium ot S/32 b1d t or the new 1esue ot HOLC 1 7ear 
;/S'a abaor be two- thirds ot the whole coupon-carr7 wblch tbeee 
eecurlt1e& will earn during their enUre lite. 

HOLO 2-3/4•e ot 1939-49-- the 1 righte1 t or the new 
HOLC ieaue -- adTanced trom a closing bid ot 101-21/32 on 
las t Baturda7 to one ot 101- 23/32 on Wedneed&J. The bid on 
t hi a lesue during Thursda7 rose aboTe t hat tor the end ot t he 
day on Wednesda7, but wae ott 1/32 at the close to 101- 22/;2. 
Thle action il intereating, not merel7 aa an indication or 
the market ' • eXpectations with reapeot to the character ot 
the new HOLC iesue , but also as an indication that the market 
bad never oerioual7 doubted that the outstanding 1aeue would 
be called ae ot thia August. Had euch doubts been eer1ou1l7 
entertained, t he defini te announoe•ent ot the call - tinall7 
d1ea1pati ng the chance Of obtaining another liX •ontha coupon­
C&rrf -- would haTe caused a decli ne rather than a riae 1n 
the prl ce ot the leaue. 

Higb=Grade Corporate Secul'1 t1ea 

High-grade corporation bonde haTe not followed Treeeury'e 
l n the cur rent moTe. Aa a consequence, t he apread in 7ield 
between Treaaur7 and corporation bonda, ae ahown 1n Chart I, 
hae been 1ncreae1ng etead117 e1nce the end ot february, riaing 
trcm 0, 55 percent aa ot February 25 to O, Sl percent •• ot the 
oloee on Wedneed&J. 

Chart II which g1Tea a longer-ter• perepectiTe on tb1e 
d1 tterent1al 'ehowa that ( exPreeeed aa a per centage ot the 
Yield on the 1 Treaaurr bonda) 1t hae now exceeded lte preTioua 

• 
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peak ot earl:r 1937, and ie approacll1ng cloael:r the level ot 
t be late Twentiee. !he peak in earl:r 1937 wae reached in 
preoieel:r the opposite aanner troa that in wbich t he present 
one hae been attained - naael.:r, by a precipitoua decline in 
corporation bond pricee, while !reaeur;y 1a held tira and even 
advanced a little -- and wae rapidl;r liquidated by a decline 
in the Treaeurr ' • oorreapond1ng to that wbioh had alre&dJ 
occurred in the oorporatea. 

'fhatever the oauee or likel;y permanence ot the widened 
differential between !reaeur:r and corporation bond ;rielde, it 
baa greatl:r strengthened the technical poaition ot the 111gb­
grade corporation bond arket and ude it ver:r receptive to 
new ieeuee, Which have been put out with little d1tticult;y, 
aH hough in •all voluae, eve.n during the aoat eerioue period 
ot the European war aoares. 

Position ot Insurance Oompan1ea 

'the aharp increase in the yield d1tterenUal between 
Treasury and corporate bonds hae preeumptivel:r inoreaeed the 
relative attractiveness ot the latter to all olaeeee ot in- • 
voators, but eepeoiallf to inauranoa oompanies wbioh are hard 
put to 1 t to earn the bogey• ot an average return ot 3 per-
cent eet in the oomputat1on ot their policy reserves, and are 
now confronted with a Government bond market in which the 
average ot all long-terEy1elde only 2.14 percent and the 
longeat 1asue on the board only 2. 3~ percent. 

No all1tt in insurance coapany preference tro• Govel'ftAent 
to corporate bond ieeuee baa been apparent, however, in the 
weekl;y figure• on new lite ineuranoe oo•pan;y invest•ente pub­
lished in the 'fall Street Journal. !bale t1guree ehow, on 
the oontr&rT, that the lite oo10paniee have been ver:r good 
purchaeera ot u. s. Gover1111ent ucur1 tie • during the current 
r1ee and relat1vel;y poor purnhaaera ot corporate• -- their 
purohaa .. ot u. s. GoveJ'Illlent eecuri tie e tro• the tiret ot the 
)'ear through K&T 6 being about 193 •1ll1ona in exoeea ot the 
correapond1ng period ot laet year and their purohaeee ot oorpo-
rate eeouritiea about 143 •illiona leae. 

Tll1a diaorepancy auet be interpreted, however, in the 
l1ght ot the pe.at praot1oe ot iuu.ranoe OOIIIP&D1el ot acquir­
ing United Statea seouritiea pr1ncipall7 during their !!!: 
ondarf d1atribution but ot acquiring other aeourities 
prlnc pill;y at the time ot their original ieeuanoa. Viewed 
in th1e aanner the relatival:r low rate or acquialtion ot 
oorporate aeo~itiee on the part ot ineurancs oo•pan1es a&T 
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be considered ae eTidenoe ot a laok ot opportun1tr to ao­
quirt thea rather than ot a distaste tor the acquisition ot 
such aeouritiea , and~. is oontiraed b7 the tact that the 
insurance coapaniee baTe bean excellent purcbaaera t or auoh 
oorporatee aa baTe come on the market. 

PriTate Placement ot Coamonwealth Ed1aon Ieaue 

A rather apeotaoular eTidenoe ot inauranoe ooapa.nr appe­
tite t or corporate securities appeared last week in the rora 
ot the priTate plaoeaent with titteen insurance companies ot 
$114. 5 aillions ot 4o rear r l/4• e or the Ooaaonwealth Ed1eon 
Company. These securities were sold at 102 to r1eld the pur­
obaeere 3. 16 percent -- or about an eTen l percent s ore than 
the •••rage rield on long-term ?reaaurr bonda aa or the date 
ot purohaee. This purchase, which hal not ret been retlected 
1n the Wall Street Journal eer1es, ia equ1•alent to about 
6o percent ot the t otal 1nTeetaente 1n corporate eecur1t1ea 
made by the l ite insurance companies re~orting to the Journal 
trom the tiret ot the year through war &, the aoet recent date 
avai l able. Th1e wae the largest priTate placeaent ot corpo­
rate aecurit1es on record, and baa created eoaewhat or a 
furor among investaent bankers , who aee in it a change in 
financial technique likely to undermine their buainees. 

The priTate placement ot corporate bond issues has been 
gronng tor sometime and reached an all- ti• high last year 
•hen about one-third ot all corporate bonde ware eo placed. 
Since thie change in pract ice hal been induced largelr br 
the reg1etration and other requireaente or the Securities 
Act or 1933 and ot the Seouri tin and Exchange Act ot 1934, 
1t has naturallr led to a strong deaand on the part ot inTeat­
~ent bankere that theae Acta or their ada1n1etrat1on be re­
laxed. The SS:C 1e stud11ng thie problea and, 1t 11 reported, 
1187 soon ll&.ke a report on it, perhape reoo•end1ng that pri­
vately placed iaeuea be subJect to the saae registration re­
quirements aa thou ottered directly to the public. 

Brit1 eh Securities and Woney Warkete 

The spread in 7ield between Britiah Console and t he aTer­
age or United States long-term Treaeurr bonds ia now at ita 
h1gheet point Iince the orwentu e, notw1thetand1ng a ta1r 
reco•err in the price ot ooneola rroa their criai a low. 
Cbart III coapares the yield ot the 2-1/2 percent British Con­
ao ie iith the aTerage yield on long-tera United Statea rreuurr 

• 

• 
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bon de on a ... lt17 bae1e, and ebowe that the 41epar1 t7 be neeD 
tbe two eer1ee ba• 1noreaeed etea4117 e1noe the r1ret or the 

1,ar. Dur1D& aoet or th1e peri od both eer1ee haTe baeD ooD­
tr1but1ng to tbe growth or the 41epar1t7 -- one r1e1ng and 
tbe other rall1ng. In the laet two week•• howeTer, both 
1er1ee ban been r1e1ng, althoup the Br1t1eb .. r1ee bae not 
been ae etrong ae the Aaer1oan. In Ohart IV the r1guree are 
shown on a aontbl7 bae1•• and 1t 1e eeen \bit the 41rrerent1al 
11 now higher than at an7 t1u e1noe the ooaenoeaent or the 
ohart 1n 1927. 

Recent weeki haTe aleo Witneeeed a TerJ ebarp deol1ne 1n 
the rate on ei%-aontbe b1lle in England, bringing the rate 
down al110et to the point where 1t • •• berore the epeotaoular 
rlae aooollp&ft71ng the epr1ng war or1"'' '!'hue, between Karoh l 
end Marob 31, the rate 1Dorea"d rroa 0.66 peroent to 1.69 per­
cent, and then in the next two weeke, ro .. tllrther to 2.)8 per­
cent. rroa th1e h1.gh point , 1t deol1ned to 2 percent b7 the 
end or A9r11, and b7 Wedneeda7 or th11 week, 1t had ralleD to 
1. 13 percent. 

Attachllente. 

.. 
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Operator: Oo ahead. 

!!MJr: Hello. 
!larold 
Ickes: Henry •• •• • 

HMJr: Hello, Harold. 

ICaJ 19, 1939 377 
10:54 a.s. 

I : Mr. Yantis ot the State or Waeh1ngton i e here. 

HJ.!Jr: Yeah. 

I : And he'• one or our kind or men. 

m~r: R1ght . 

I: He'• an outstanding leader out t here, really, on certaln 
-Y•· 

!!l(Jr: Yeah. 

I: And he'd like t o talk to JOU about Collector or Cuetome .• • 

HMJr: Yeah. 

I: •••.•. and I wish you'd talk to him it you could, 

ID~Jr: Well, the President -- a Collector ot Customs? 

I : Yeah. 

~!Jr: Oh, not -- because t he President esnt me a oemo on 
Collect or or Intertul;l Revenue •. 

I: No, ouetoms. 
Jilt.Jr: What'• t heMlov'e nue --well, he' a tied up with 

Bone anr-Y• 

I : Yeah, that's 

IDUr: Nov, vhat1 e •••••• 
I: And you see t he election ot a Senator next year 18 

involved in this. 

HHJr: Yeah. What-- What'• t his gentleman's name? 

• 
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!!!'.Jr: 

I : 

!JI.!Jr: 

I: 

HJ{Jr: 

I: 

Hl!Jr: 

I : 

!!!:Jr: 

I : 

Hl!Jr: 

I: 

lil!Jr: 

I: 

!!I!Jr: 

I: 

I!HJr: 

I: 

l!l!Jr: 

• 

- 2- 378 

Yantis -- Y-A- N-T-I- 8. 

Row long ia he going to be here' 

Well, he's going to Philadelphia this afternoon. That'e 
tha reason I called you right now. 

Now, Just a second. (Pauoe) Tell him 11:45. 

All right , Henry, thanks. 

Now, Just a second. 

Yeah. 

I'm very much surprised and pleased to see what you said 
about taxes yesterday. 

Well, I -- I --well, good Lord , I 've always believed 
that , l!enry. 

And-- ot course, I don't know what's goi ng to happen 
on tha t agricultural bill. I don't know what the 
President is going to do, but •••••• 

Well, I -- I think that when - - When Congress goes over , 
the budget, t hey ought to provide taxos to meet it. 

But I think )/ellace 1B being vary unfair, because he 
Just takes it tor granted that they are going t o go 
over and it's up to me to raise ••• •• • 

Well , t hat -- precisely, 

And I'm taking ~~e posi tion that until the President 
tells me that he wants to increase h18 budget figure, 
I'm going to sit tight. 

Wh7, sure. 

Ien•t that tairf 

Why, I would eay eo. 

Huh? 

I would t hink so. 

And then I t old Vallaoe t hat and I told him another 
thing; I said, •It the President eaye be wants t o 
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!ll!Jr: 

1: 

!!!~r: 

I : 

I!!'.Jr: 

t : 

- 3 - 379 

~nd •x• allllona ot dollar• 80re, then u•a up to the 
Preaident t o 8aJ Whether he vantl 1t to go to Agricul­
ture, or Reli ef, or Public Vorka, or &nJthing elae. 

That• a right. 

I aaid, ' WhJ -- WhJ take 1t tor granted that Agriculture 
1a going to get it'' 

Yeah, that'• right. 

What? 

That' a right. 

Vall , HenrJ doesn't like that, but I oan't help it. 

Yeah. It' e all right , HenrJ. 

o. tt. 

All right. Good bye. 
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Alle.n 
Sproul: 

!!IIJr: 

s: 

HMJr: 

S: 

l!J.!J r : 

S: 

!:l~Jr : 

S: 

ID!Jr: 

a: 

rJ·!Jr: 

8: 

l!!:Jr: 

S: 

Well, I had to be here &nJVe.;r. 

Oh I 

May 19, 1939 
5:26 p. m. 

380 

Thie ia on another matter. I am calling in behalf ot 
George Harrison and John Williams •• ••• • 

Yea. 

••••• on an inquiry trom Mr. Sumner Welles. 

R.tgbt I 

Their feel i ng ie t hat lt•a more important t or Jobn 
Williams to stay here ln Yiev ot uncertainties at home 
and abroad. 

R.tghto . 

But they'd be v1111ng to help in any vay they can -- to 
help the State Department people find a man tor the Job. 

0. K. Now, if t hey have any suggestions, vlll you let 
me know'! 

Yeo , I v1ll. 

'lbanlt you eo much . 

All right. 

Tbanlt you. 

Good night. 

• • 
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382 

INTER OFFICE COMMUNICAT10N 

DAU s-- I 7- !> f 

TO WJ-. l'bi\e 

,RoM Mr. Oua 

Sui>Jootl Profoooor .Urln B. l!anoon1 o !eetillo~ on Sannco and ln.,.ot.ent 
before t ho !osporar,r Bationol ~noaic Committee. 

!he baoio po1Dt of ll.r. l!anaen' o &11&l.Ta1o 1o contained 1n tho •in&l• 
oontenool 1lt 1o t ho aart;in of incoae which 1o created b7 tho .:t.pit.al 
goodo ind'IUitrl .. t hot fllla the pp ~tween prooporUy and doproooion. • 
!he hiflll accrecat• and -eq~ diotrl'bution of inoo•• 1n our ooc1ot7 1"6-

oulto in a otrooc propoDai\7 to ouo. lncoao can ~ ouo\&ined at a hi&h 
1 .... 1 only oo lone ao. oartnco are be inc uood to liMo l.,.p oapi t.al outla,ro. 
'l'ariaUono 1n tha nationol inco• are ind1110od. uinly by ,.....ieUono in tho 
outb7 on plant , oquip.ont, reeidential oonotruotion and other durable 
goodo. 

Wr. Banoon aakeo it clear that when he opo&lco of income , COilOUIIption 
and i n.,.ataent, he h comporl.D41 the oone1111ption and i nnotmont of tho 
current period with t ho income r&alhed in tbo prooedinc period. !} Of 
raalhed income, part 1o opont on coneUIIIPtion and part 1o taYed. !he l e.,.l 
of inooDO will be rod.ucod. unlooo all that which baa boon oaftd 1o Iliad 
oHber b7 tho aa.,.r biol8olf or by cthoro for out117 on capital goodo. 
Capital ouU17o in oxcooo of oannco _,. t.lce place; they are fina.Doed by 
tbo axpoAoi on of b&Dk credit. 

Woney opont on capi tal goodo 1a referred. to b7 Banoon u 0bi~powored• 
oonoy. Be reprdo thio azpondit'are ao hartnc a opocial au!Uplior otfoct. 

IYery booa dioe a Di<tural daoth. Durinc the boo•, all tho pooo1b1l1-
t1oo created b7 tbo progeeo of teclmolog and b7 tho incroued oqpl7 of 
prcductin focto ro are explo ited. lhen tbe boo• 1o OYer, • • • • thoro 
ro:oaino little that can profitably be done ucept to aaint&in t ho plant 
olro&dy conotrunted. o lDYeotaent outlot. are ol<lw>ated. 

lin 1outloto for oannco• ouotained income in t bo 1920 ' o. !boo• 
wore r eoidontial ccnotruotion, public oonotruotion , foreicn inTeotmento , 
cono\llloro' crodU, and tbo autoaobile induotry. "Tbooo, ao 1 oee it, are 

iJ .Ul of hio otatiotic&l poriodo are annual. 

' 

• 
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the tin u1a prope to the PZ'OtJ>erit7 ot the 1920'•· t'halr laeooo.. 
creaU.ac force wu ill 1arp p.ri epeat liT 1929. • 

!he auta1na4 lmt11Plo71Mat ot the 1930 ' • • • • • .,_t be a.>;plalaa4 
ln tema ot Ordill&lT bulaMa qcla ~•11. • 1'ha probl• wb1ch the 
1930 ' • poaa4 ln &D acute tom 11 aaaanUal1:r ot a eacnlar (or loac hn) 
character, Ov tOOilOIIT 11 11114arco1DC bu1o ati'WitiiJ'&l chaacae. !he .. 
c:baJ>l.'t• llallatll aitri'bv.ha pr1ac1pe.ll;r, 1n tb1e heU.110a;r, to tho alo•iDC 
c!.own ot the rah ot populaUoa growth. t'haN h alao 00110 a~~CPot1oJ> 
thot •haDe•• 1n hchllOlog aD4 1a the •III>Pl:r ot natiiJ'&l raoourcao p1q a 
part. 

Be bowenr qul1floe the auu;oaUoa that the • bola tooOOII;r' h Ullde,._ 
&OIIIC a noTal aecular chaaca by ealliDC athaUo.. to the tact that noa 

383 

ID tho 19th cutur;r eooaolllc prou• .. - 1a apvta &114 laape, aot at a 
aci!OI"'I rata, Parbape, he 111})11eo, we ohall oooa "" uw 1ll4utr1ao 
.mdortaklnc 1arp l""eetaento . ...,.,. 1a 1936-1937 capital oatlqo OJ> 
1Ddutr1al pl&Dt aD4 eqn1-t 1a llhlac &114 II&Ziutactnriac b4utr:r • er• 
quite oooparahla to tboae ot 192!-1929. PQbllo utllitlee &114 ra1lroo4a 
lacP4 beb1J>4, 'bv.tl 0\'ha 111})ort&Dt a1J>c.1a pp, u4 1 YOul4 Uka to otraao 
tb1e, 1J> the raoonr:r ot 1936-1937, wu reo14eDt1al oonotraoUoa &114 1n • 
part oo•erc1al oonoti'IJOtloa. • 

la 11luotratloJ> ot b1o &Dal;roio , kr. Baaeon proeonto4 a aeriaa ot 
tablu u4 charh OJ> groao 11$Uoul prod1lDt, capital toraation, and tho 
•arlo'Cia ooapoJ>aJ>h ot capital tol'&&tlon, oonriDC tho period troa 1919 
throQCh 1937. !he 110re 111})ortant ot theae tal>laa &114 charta are baoa4 
oa data prapara4 b;r 81110J> II:UOlloh tor the Jational llureau ~t Jcoaoaic 
B""aaroh. 

!'neen•e rtoO .. PAat&our 

Jlanaaa ..-• ...u t.hrae k1D4o ot ....,..... nalculata4 to help aalatall> 
a b1sl> 1enl ot 1a~1 (1) aeuurea to lncraaaa tho raUo ot oo-..-pt1oa 
to aartac-, (2) aeuurea to a Uaulate priqte la.,..tatllt , &114 (3) _....... 
1o'I01 T1DC an 1110.,...• 1a tec!eral 1J>Ttetaent, 

!'o laoraue the ratio ot oouUII})tion to aarlQCa, he re..,..OD4a thet 
tba aoo1al eecurU;r ta>:ea be red1lDa4. lhlle the oontributor:r prioeiple 
oboul4 be retaiJ>ed, ol>l;r pert ot tho coat ot eoo1al eacurit;r oQCht to he 
aot troa pa:rroll taxea thll oontrihutor:r a;ratea ebould be euppl-nta4 h:r 
J'ederal Cl'Nih troa t.;.e• beariDC priaaril;r oa oaTiaca. lo larp nearn 
obould anr be bn1H ~. 

.. 
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llore ,......U,., hof11eor Banta _. .... otro,. oppoo1Uon \o 
all tone boeri,. P~ oa oe .. .-p\ioa. • l.lopl.i11 that our tu 
qat• it beooaiac 1101'1 J'eCftllift, MIJ'1 ... that ill 19)11 allout 50 pero111t 
ot \otal hf.eral tax oellootillu 'bore 1>"-ril)' oa OODt'C&Q>Uoll while 
in 1929 oal)' JO pero111t fell 111\o thio oat-..,., 

• Gellt atteaUoa tc tbe 41fferanoe botwHa our aetbo4 of fillal>­
oi.Jic eooiel eecur1t7 1114 that of tbe UllUe4 l:iJ~Pa. • oiteo ficure• 
olw>win& tbet, 111 recat ,......., the hicjler iaoeae cro- b. tbe Ua1te4 
I111&4o• haft pa14 all tbe 11111rt1 obarpe of,..,._, &114, 111 a441Uoa, 
traDaforre4 Ill -=' nr1ouel7 lltbate4 at J-90,000,000 \o 1.U5,000,000 
tor aoolel aer'liooo tc the poor, 

lltb rapr4 \o tba ots..ul&Uoa of priute 1Dfto-t, lanooa­
olllT olle ooDOrete ...-aii&Uoa. • e4'1ioll that the paruot-. rate 
of 1nttreot allowed -.r the h4erel Bo1111ac .Act oboul4 be lowered 
troa the preeat 5 percct tc lower tbll ooete of pri-..te ret14&at1al 
COilltr'CIOtiOD. 

11th repr4 to public inftotMnt, ..,,.., sifto hb ·-" \o -
41ture 'both for oelf-11qu14&tillc an4 for no~>-oelf-11qu14&ti.Jic proJe<>to, 

• 

He reGoueD4t the OOJIItraatioJI of JOOre \oll row, \oll briqH, etc. • 
He alto ... .,.,.....41 the eet&blitbaent of a fe4tral railroad eq'IZ!.-t 
10ut'bor1t7, \o parchaae 1111 equiJaent &114 laua 1t to tbe railroe41 oa a 
telt-llqu14&tl.Dc \aaio, 

Be reJecta tbe '11 .. that the CO'ft.,.ent tboul4 llll<l.orhl<e 01117 aelf­
l1qu14&U,. illftt\aenta. 0 '!here 1t d.azlcer , • • that we otrett \oo .uh 
t be aerit of eelf-11qu14&ti.Jic proJe<>te u4 loane, • !here aro -
opPOrt111l1tiH for palllic illnot..nte of tbe createot prod'CIOU'Ii\7 which 
0&11110 t be oelt-l1qu14&UJOC, 

In the ocrcaree of hit teetiiiOJIT, Bantu outlilleo a purel fill&llcial 
poliq. 

(1) 

(2) 

(J) 
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(~) 1e eqe .._, U b -..Ullle wtU. ..... poliq .. n-
..._ .... .U-lit11l&aUJic 1 ........ a--...... , 
\ernwtac, ~ tllat Jft...t.et .. 1e .... tu -n1_. 
ttoa ow.\ of \aa -!pte eftl' tile Ufettae ef tile •••'­
:1'&\ a.. alee t.pU.e tllat it 1e ...-117 -~~~eouoaane 
• pe;, fer We ltlaol of lafteta•• ow.\ ef our•\ '-• 
JftftW til&\ \llo t&ne fall Pl'iurllT oa ea'l'illp, 
le reoo•e .. e \bat & aeUoael \az oo.leeloa \e 11PJ101aUI 
• to.-..1&\e & leae-kra \&z poUq, 

All toptllor, l'rofMeor llaaaee'e a&elTela u1. \llo poU q a.. 4ar1fte 
troa 1\ look torwart to & 1"&\lT 1..,.....e4 fe4eJ"&l reepoae111111\7 tor 
aa1a\o.la111C a II1P lnel of laoeM - a uelr&lol e \eh "• loew- ..... 
.-p\Soa ea4 e&ftaco 

385 
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IIMn\uT ..... $' 

!. ll. Fol117, h. 

•• .... 11litl4r - Ceaal to 
P'u r ''W· 

... •tu.,. s.. abotat )6 ~· of oc• OiD4 bou .._nth ta.e .Dlae 

Colal.ttoa aaq a fw -illa. A atiw ot .trtu.a, ba a u ...... ..,. 

t!a1ftrttt.T ot .u~rauu, ~-nv ot 'lr&ta1a, ud ...-1""" u.. u..B. 

f'rCII lith11r 0aorpt.o.. ar a....r.a ••t•t<a h- 1a U.. Wet • 
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.lt- l • rla& 1 .. 8Ciboo1, he-~ tba ~ ...,_,. at lanll'tiptt•, 

lloJl&rlaant of ll&atlaa, ..,.,.. he _._ rr- 19~ \o 1917. 1111 r-
ia r . B.t. •• -a .. t--.. ba r.aiped. he •• 1a chua• or tbe 

Sn York ottlaa ot tba INNu. hnioul.7 be ba4 ......,.. u oc.,.t 1a 

'fViooa &ltlaa tau • w . the ..t.JT. After laarla& tloa F. B.I. 1a 

1917, 11l1U.,. opeea4 a law otfi..,. 1wra 1a w-. ll>ortJ.T tbaraaftllr 

Itt arrlc a -.1., - _. ..- to m-:1, narUa. ihnt a1a 

.m~the oco ba .....,.. '-dr: to Ia~ &lid .--peoecl the law ottlca 

*lob ba ala~ .w ~ the Jo' n\11 u.. Dial c-tu ... 

ApparwU, 11l1U.,. llao e ....,c1 ~uae-"' the ,..a wl\11 

oboe he a .. ooiaw. 

• 
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Mr.r 19, 1939 

!ho BoDOrab1e 

!'he Secret&J7 of tba orr ... our7 

Dea r Re~>r7: 

387 

l D Tl OV Of the Preoldont 1 0 CODTtroatlon vltb 

the Vlce-Prell4eo.t tl11o atterooon, I made oo bold ao 

to vrlte bia no per the encloood letter, I om aloo 

oenoUog )'CD buevl th coploo ot the enclooure~ntionod. 
St ncorol)' youro 

Secret&%')' 

lac 
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Ill .s ... ., - •••••• u. "" -'~ -

tee \ble an • ..-. wt\1• u.. • .__1._,, u -

.......... \Mt - ~~~- \e ........ 1a - -

ol.... t to ·~ ... ' • '"Cr .. w • 

..._ -u-••· tM n_,.,._.._. ..-
u.. -~ ,. rw u-et• "" - • - u..• 1 

..t• _,., M Ill•\ ,..-,. \e late ... w la -

ot \M ,.Uto ....,., ..,. 1a ~ ,.nloalor -

-
l - abe • uec w ,._ ._sa • ~=== 

wbl* I _, ,._ - \et- -1\1 ....... h I S 

le\ ot leva wt eet Prl-• Oepl\ol 1a _. ......._,... 

tw _. jlu\ ~ u.- leto U.. 

.......... - -.,.. - """' wt\11 · -

..... u.u,,..... ...... -· .. ... • o..J-'- ... -
).:tD-vJ 

- \OW)' 
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!!!B PDS!ll! .laB " 00911-t AID IIIIT.US C&Pl& D1 0111 DIIIICJII.CT, 

lD tho 1120'• u " - tra doprou1.., to prooperiq> pri w.w 1Dw. -111; 
!Jiorouod b)' & to S blll1.., dollar• a ;rwar. Pri ,...to 1D,..1 b.,t 11 of • .,..;,, 

uoooti&llJ tho •- &I pr1ftte debt. 111deoproa4 prhato 1D• .. -•t d lot 

dOOI oot d1ft.r srt&t}J frca D&ti...-.1 doln; UOOpt tllat oftea i t h O~ O~ ' 

b&olt. tho I.Jio,.....o 1D priftto l.Jiwot-t (or debt) p.o uo IOD"'' IIU4aoti.., 

ao4 - • jobe ud therefore 80rl • ..,,_r p&l'OhuiD& pcoror, 

S1Dot liSO prhate 1Dno-Dt hu beOD tv below DONAl aDd tho r.der&l 

50voromoat 11&1 had to etep 1Dto til& ~~· lD a o&pit&l iotio eooiot:r 111111 

ourt, oapit&l t o r l.Dfto-111; ... t be lllpplied ar tho -.11 otop hnol.JI&• 

Bither 1Dd1ftd-.lo -t oupplJ it, ar the &oYOno.Dt -t oupply it _ or both, 

Sinoo 1930 tederel 1Ddebto4Deoo M.o beeo 1Dor ... otos at "" a.o~ ot 

obout 2 , 6 blllicm d.ollore & ;rwar. fbil 11 leu than ll&lf of the u nu&l 1D­

orouoo 1D prhato 1Ddobtodnou duriD& tho 1920'o, u d. tocot ll&r with debto ot 
sovoro110nt &&IDOioo b&o ha.Mly bee~ outtioioDt to ottoet tho lhriolol&o 1D 

pr1n.te debte. 

A oubot&DU&l part ot tho I.Jioroued t.der&l debt b&o t;ono to roplaoo a 

16 billion dollar ohrillbce 1D pri..to loos-tol'll dobto lioco ltSO, Another 

port hu coni to Clflllot a 20 billicm dollar lhr1Dir:il&o 1D bank louo, Add 

tosothor tho proooot prhato debto &Dd tho toderal debt and. you b&ft a total 

t odaY •-*•t lou than 1D ltSO, (811 table 1) 

'llbllo the IOfti'D•n oi.Jioo 1930 b&o a4ded lou pe r year to tho DatiOD&l 

debt th&D did prhato ooterpri .. 1D the 1920'•• eaoll dollar ol so,..,_,.t debt 

produood 11<11'1 reoulto 1D t o,... of l.Jiorouo l.JI DOti- 1 1Doo• tileD did a dollar .. 

of prhato debt or l.Jifto-Dt 1D tho 1920' •· (Soo table 2) 

rho 1'1&1 q<llltiOD &bout co.om ... t debt 11 DOW how wo &1'1 ~GiD& to O&r1'J 

it, biO&Illl with lo..,. 1Dtoroot r&WI aDd & ~lor prhaW debt, t bl oarrJiD& 

oh&rcu .., both "'",.Dt ud prl.•to debt l.JI 1138 WH 14 pe..-t l ou than 

lD 19SO, (See table• 3, •• &Dd 6) fheao 1Dtoroot ~·to took a •-'llbat 
olll&llor oh&ro ot tho DOti...-.1 tno..,. than 1D 19SO and a ...,b - llor obaro 

t hoo 1D 1932, tho ro&l quootiOD 1o how tho t.dor&l co,..,..,..Dt _, -t otroot• 

in l y 1Dwot &Dd oped tor productiw &Dd oooi&l purpoooo UDtil ouch tt. u 

prhato oapit&l O&D Oarl')' ito r.tr ob&rl or the IOOi &l loa<!, DOW ioonuod 

b&ouoo or tho oaUHlJ dttr.ront worl4 011toido or tho Uidtod ltetoo &Dd b)' 

the perliotoot 1111111P1~t probloa w1tb1D . UDoaplor-nt 11 tho ,...,. • • ot 

.. 1 or our 1Dtono&l dittiao&ltillo 

Another quootiOD w1 th roprd to &OYO~Dt 1D.oot•at or dobto 11 'llb&t t he 

Dlt10D SOh tor tbOII apoadituroo, H .. do tbl t&Dliblo aDd oooi&l Uooto or 

,oftro.Dt OOIIp&H with tho oot &Oft,_Dt dobtf 0Do attoar to Oftl11&to 
t edtra.l a.D4 other 10.,.~t ua•t • (bu:UdiD&•, ro&4.e, t to. thowa uettl ot 

O'Nr 10 billiOD dollo.ro at tho oDd ot 1938 aod a oot debt ot Sl b1lliOD doUaro, 

(Seo table e) 

llo .... t do , .. deep thl.JIItl.JIC U.diatoly em t ho proper b&lanoo bltwon 

con.,..at &Dd priYato iDYll-to &Dd up oow produotlw opportuoitioo tor 

ourpluo t ar.n &Dd diopl&ood. oiq> people. n.• onatioo ol thoiO opportwaitiu 

h •ow tho cr-t toot &Dd t &olt ot ...,. do.,.rotio r ... ot ccrro,.at, ud ito 

moot ofrooti" port..-- at proiiDt 11 tho ript ••b~t10Db~t b"!!tpriatl 
&od pubUo 1D ... o-t 1D pro4uot1 w otrort aDd oooi&llJ lin • 11 001

• 
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t able I• ootiLR&IDi ran. Nn'Aft u= l ~Dra 

.&ID DIIOOinl, U, ''h!~lNI ' 
.&ID 11&111 LOU8 39"0 

(iiiiiau 01 ao •> 
I Lot.u total I OraDd. total, 

Ita t o total 
u.J . ~ l'olloral t.Dd. aonn.. 

I 1'1-i'l't.to ..... r clio- prt 'ftte 1 OcrYenmeat 
I lo~ oo=te 

o..-t ac-otoo 10M1 - I tara 
:!!t:·~ 

lo~~t~·t-1 t.Dcl 

y ]/ !I I y t.Dcl bt.Dt I prl'ftto 
10t.Do 

(Juno :!0) (J\ilio ao) \J\ilii f(ISeo. !I) (JUD; !0) I 

:!0) I 
I 

• 
I 

Z3,TST 460 8,•n az,aea 1 .a,88a 
I 

ZZ, 711 Tao e, 8&a ss,au , 61, 200 
28, 778 TT, W I 110, 121 

22,008 1,081 10, 1198 aa, s88 , 
27, 768 76, 959 I 112, 293 

~ 
:!0,~8.7 11:1.121 

20, 982 1, Zlll u .eaa aa, MS 1 . 31,~ 91,~ 
119, 168 

10,211 1, - u,sao M ,MT 
I 125, 3&0 

19,3M 
• aa,767 96, 862 I laa, l99 

1, 669 lli,U. M,'IO'T 89, 881 88, 061 ~011,912 140, 818 I 

18,261 1, TII9 14, 7aa M,TT6 I 76,1158 
I 

17, U8 1,1164 111,819 u,aea 1 
37, a1• 112,.70 I 147,286 

18, 839 1, 887 18,180 
80, 121 ae, sea ue,na I 1M, S98 

aa.zet I aa, zu u,.aa u •,u1 
16,922 1, 871 17,986 

I 

16,118 I u,eoo .0, 610 126, 010 

18, 6ib 1, 886 19, 060 n,w 1 
I 

8l5,131 36, 211 118, M2 I 

19,181 2,lll0 18,aao .o,m 1 80,181 26, 090 108, 282 I ua,eoa 
• I 

21,188 a,21e U ,&l1 "·"' • T6,6K 22, . 81, 982 I 1U,&ae 

25,.80 8,1ll6 18,823 ez,oae 1 .,.,aoo 2l,Ul U ,7U I 147,7. 

n,us 10,177 1a, en M,TN I 12, 861 IO, Ui n ,uo I 110,~ 

32,164 u ,oee 18, 211 aa,ou 1 11,869 IO, W ti,H8 I 1U,NZ 

~5,80ll lO,MT u,uz ee, eoa 1 70,aaa 22,816 ta,oaa I 188,1116 

88, 576 7, 988 11,170 e.a. 7a&, t 70, 000 21,lll0 11, aeo I 188,11~ 

lnttrut bee.rl.Jl& 4ebt ot tho u, I, Oooe1 t , P• GO, 1U7 a.port ot the l ool'ftaiT 

ot tM froaour y, oxoopt tM.t data tor liM 'ftro tet.D troa u. s . llop...-t ot " • 

r r ... au.ry. 
fotol o:oo>mt ot out.taDdinc ooouritloo ..,oll:r or p&rtlall:r O%Oilpt troa Polloral 1 ...... 

tun of the (1) Polloral r..... LoeD 1:rrt-f (I) Polloral llae LoeD 8;rot•, OD4 the 

(~) Rooonotruot1on l"tDaDoo Corporation t.l roporto4 OD P• tee ot the .........., 114port 

ot tllo Soorotari ot t1w t.........,. tor 1881, oxoopt that data tor 1888 troa u. 1. 

Doporl>:ODt ot- ,.........,. t.Dd 1Dol,.So 4obt ot tha n• l:r orootoll oc-1 .. , C-"it:r 

Credit Corporatloa t.Dd Polloral latioaal lortpeo .Uooo1at1on. 

Inoludoo both lq t.Dd t.hort-tona 1oouoo, Amlut.l &.port ot tho Soorotar)' ot tha 

f rhoury tor ;roar oDd.o4 J""" :!0, 1937, P• 4&6, oxoopt that <lata tor li58 are tro• 

U, s . DeportaoDt ot the troo.aur:r• 
fotol prhato l~tora 4obt ill the IJ, 8 , J 182~, 19:!0 aDd. 1936-1837 1Doluo1TO t.ro 

Dop•rt•nt ot Co-roo oott..too, "Lonr;-Tora J)obto 1D the 0 , a ., • 1937 aDd. 8..-n:r ot 

C..-rent Buoillooo, JUJ»>ll:"f l939J ootbatoo tor 1921 troa "Pri.Yato Lo"'-!era Debt ill 

0. s . , • llt.t10D&l IDd.uatrial Coot•.....,• Bot.rll. .lll other ,.aro prior to 1838 bt.oo4 • 

l atioD&l lnduotrlal Cooter....,• Boar« clata <- oouroo) with t.cljuaa.Dto bJ Aui""lo 

turd AdjuotaoDt 4dadJ:dotrat10D to brl.Jl& ~ ocre•IDt with tho Dopt.rtaoat ot 

c._rco IOriOI• 1938 11 prou.i.aar:f .A.&rloultural .AcljuataoDt Adal.niotrt.tiOD ooti•to• 

Lo&n.o and 41ooo•to all aott ... belllco, ~roller ot Cur.......,. roporto (19M 11 

PTOlia1Dt.ry), 
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Iaor. I -·-·---·UJ5-!JIII lmJ!• 
ltaw 

I&U-1 - I r.Mnl .... 
111- - 1 (1Jio1o 1-.1 
!I ,..,. 

1 apaeiee ) ~ Prhaw fotal 
btl Xi• Hill• I iill'l• illlioa ill: II. 
dollar• dollar• I 4ollar• doll are 4ollare dollar• 

u .s 0 u,uv 8,678 ta,IIU 11,161 
81 ,? 8,1 U,4U t,an 111,200 M,IM 
u .s 1To2 21,070 10,6tl 66,U& 88,tot 
st. s u .o tt, na 11,811 eo,ue M,OOI 
7?, 1 u.a u , nT 12,110 ... - ...... 
ve .& 26, 8 21, 061 11,184 et, Ml 10&,-
T?ol !!!! 20, 060 14,116 T6,1M 101,161 

total 118.1 
in or .... • 4,14T(DM) 8,268 28,,76 ...... 
Ratio or ououlati,. 111oreue 111 illo- to 111ortu• 111 1oac-wra 

debt, •• u to 1. 

40o0 0 n , z8:. u,aao eo, uz 120,811 

•••• z.a U ,UT 1t,611 T&,&M 120,668 
eo.1 10ol aa,z1a 18,821 T6,aoo 121,181 

aa. a u .J a1, 812 U , ffl TI,N1 1H,826 
ea. & za.a 41,821 18,.11! T1,.at 1M,,8a 

s8.s ae. e 48, 160 18, 1&1 VO,aa& 1a&,NT 

eo.o ~ 44,686 1.8, 1TO TO, OOO llli, Ta& 

.. t otal 100. 8 
lao ....... za,zT• 1e<I(Deo) lO, lt2(Deo) ll,atl 

Ratio or ou.ulati,. 111oH&Oe 111 illo- to 1IIOI'MOI 

debt., 1.81 w 1 . 
1111..,&-Wra 

1921· 1927, Jatlcaal IJiobaetrial Coof•re- Board1 Ul2-1tl7, O.part.at of. 
CaDoero•1 1tl8, Aarioultural AAjuet.eat AdalDletratiOD ••tillat••· 

Ioclud .. both 10114! u4 llbort· t •ra 1eeue. 

• 

.. 
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table lo OOnlllllllllf DIIIIT .uti IftllliS! C1W!GI8 U 
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tDt;;;: Lt. of 1 

I 
lite,._ late Ot , 

Debt y eoty intereot1 Debty eat 1nt•r•att Debt eot inte,... y I • oat 
(Pot.) I 

(I'Ot.) : I (Pot.) 

2~. 7:17 l,OSO •• ~!9 
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Elt.Jr: 

8: 

ID·!Jr: 

S: 

Hl!Jr : 

... 
~. 

l!llJr: 

S: 

liHJr: 

s : 

Rallo, Mr. Secretary. 

Good morning. 

Good morning. 

May 20, 1939 
9:04- a . m. 

405 

I wanted t o ask you how much credence you put into tbia, 
that the market ie tiguring t he t hing to the maturity 
date. 

Row much what? 

Credence. 

~ell, I t hink there's a-- quite --I put quite a bit 
ot credence i nto it. Enough to make me teel t hat we 
ought to go in betKeen tiguring t he -- to the eall 
date and tiguring to the maturity date. 

A.nd -- and t hat means what? 

Well , that's why I made the suggestions I made last night 
to shorten t he optional period trom three t o two yearo 
and to try a six e i ght a t -- at one and a half or a 
seven nine at one and tive eighths, or an eight ten at 
one and t hree quarters. 

Yeah. Well , Fahey doesn't ca r e about the seven nine. 
He'd just as leave have it eix eight. 

Yeah. 

And he says he' l l take ble obanoee. 

Yeah. 

And •••••• 

I just -- I just bad a seea1on with L e v y !rom SoloJ:lon 
BRothers and Hutzler, and ba'e emphatic on t hat point. 
Host -- he • s the most emphatic or any that·. • · · 

What does he say? 

He says that t he bonds abould be figured to maturity, 
that that's the only way to price an issue; that's the 
vay bonds are sold. 
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- 2 -

~~l~i~~!o~~igurt e it to eigh t years , our boys a--- u par eight thirty- seoonda. 
aa:r 

I t you figure i t •• •••• 

To aaturi ty, on eight years one and a halt . 

No , we figure that eight years one and a halt would 
ehow about - - a premium of about twelve th1rt1-eeoonde 
to maturity; one and twenty thirty-seconds to the call 
dat e , 

Well -- well, then that's that auoh better. Hov auoh 
do JOU t1gure it par? How muob? 

We figure •••••• 

•••• par-- twelve th1rty- eeconde. 

Twelve thirty-aeoondo t o maturity. 

Yeah, 

On the ei x eight year one and a halt. 

And to the call date twenty, huh? 

One one and twenty. 

One and twenty, Well if -- did -- did Lev:r argue that 
there vaen 1 t enough gravy in a a1x eight one and a half' 

Well, hie arguaent vas that 1t wouldn't be priced right. 
Re add 1t would go -- t hat you could terce anything on 
the market but it wouldn't weather as well aa 1t should; 
it wouldn' t carry thrcuah bad Umea ae veil as it lhould. 

Well , tbey haTe a rule -- Home OWners' Loan -- t hat any­
body can otter them theae eeouritiea at par and t hey'll 
buy thea. You sea . .•••..• 

Well, tha t ' s that oertainlyoheoltsagainst any .... .. 

In aet tle in set t lement ot their mortgages, you see? 

Yeah. 
So they it -- 1t they vent below par, these people 
would be paying ott their mortgagee and buying theee 
bonds. 
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5: 

HNJr: 

S: 

HHJrt 

8 : 

HJ.!Jr: 

5 : 

iil!Jr: 

5: 

HI!Jr: 

8: 

HMJr: 

8 : 

!t1lJr: 

S: 

HJ.fJr: 

S: 

( rl!Jr: 

- ) -

Yeah. 

So there'd be a -- did you know tha t? 

No, I didn't. 
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Yea , t hey oan take these bonds, as I understand lt 
and pay orr their mortgagee and get a hundred cent~ on 
the dollar on the bonde. 

I see , so tha t you have a buying group made to order 
there 1t they get down to per. 

Oh, yee, end -- tremendous because t hey figure, you know, 
t hat -- vall, every year they'll have I don't know hov 
many m1llione or these thinge oaturing and the people 
naturally will be 1n the marke t t o buy t he"! the second 
they go below par. 

Yeah . 

So there-- there'o a permanent oueh1on there. • 
Yeah. 

So I should think that would influence you a l i ttle bit. 

Well it does -- it pretty near takes care of the pos­
sibility of t here being a had break in them. 

There oan't be because-- I don't know the exact t'1gurea. 
Wait a minute, let me aek -- (talkea aside . ) 
Archie aaya tha~ Fahey's only worry i e t hat he's goi ng 
to have 110re money come due than bonda. Hello? 

Yeah. 

So I -- everything vas on the bullish side on t his. 

o __ an estimate in expectlon or Wha t Ot course, t hat s 
v1ll happen. 

But in any event, let-- let's say he only had tw;nt{~s 
tive mill ion a year available tor t his purpose. ha 
a tidy sum. 

Yeah, that ' s quite a help. 

And he ' s talking in much bigger tlgurea than t hat. 
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8: 

HMJr: 

S: 

!IIIJr: 

S: 

IIKJr: 

5: 

IIKJr: 

S: 

HMJr: 

S: 

lll·lJr: 

S: 

HMJr: 
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Yem. 

And ot oouree we oan•t buy theee tor Postal SaTlnga. 

No. 

8o I would think it there were twelTe thlrty-eeoonde 
margi n to the oall date that that ought to be ample. 

TwelTe th1rty-eeoonda to maturity. 

To uturity, 
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8o do I. I think a alx eight one and a halt would be 
all right. 

And I ' ll -- I'll get word to thea t hat WhateTer they 
do i .n their publicity we ahould point out in the pub-
11o1ty t hat t hese bonda can be uaed to pay orr cort­
gagea eo that the aarket will know t hat. 

I t hink they should do that, 

Right. 

Yeah. 

Well , I'll b e calling you again a little l ater. 

All right . 

Thank you. 
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Ronald 
Ranaoa : 

I!!J.Jr: 

R: 

RMJr: 

R: 

I!J.!Jr: 

m!Jr: 

R: 

HMJr: 

R: 

m!Jr: 

R: 

H!~Jr: 

R: 

ID!Jr: 

R: 

I!MJr: 

R: 

l!J.!Jr: 

R: 

Hello, how are yout 

Hello, Ronald. 

~ 20, 1939 
10:116 a ••• 
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I d1d not know ~ether our Yleve had been aaked on t hie 
H.O.L. C. financing or not. Marriner is out or town. 

Ko, but I'd be delighted to have them. 

Would yout 

Yeah. !low • •.•• 

Well , -- alwaye a little bard put t o - - to expreae Yieva 
~en they're aelted and I'• particularly reluc te.nt to 
expreee thea when they ' r e not •••• 

Well, I tell you ~at you do . 

Yeah. 

We' r e going to talk about it at eleven thirty. 

Yee . 

Would you oooe overt 

Yea, can I bring P1ser with met 

Vhot 

PUer. 

Anybody you want. 

Thanke. 

Will you do thatt 

I'll be there at eleven t hirty. 

I __ 1 didn ' t know that the red. vas 1ntereetCL I'll be 
honeet. 

1 insofar al there may be eome 
~1ell , >~e are not-- onby t t he market. I 'n been d1e­
reepone1bil1ty on ue a ou 
OUII1ng vlth P11er biB YleVI ae to ••••• 
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R: 

HHJr: 

R: 

Hl!Jr: 

R: 
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Vell, ooae on OTer - - oome on over - - I tell you what 
you do. 

Yes. 

Send why don ' t you eend Piaer over titteen atnutea 
earlier and let hi~ talk to Bellt 

I'll do that. 

Seet 

I ' ll eend him over to Bell'a ott1oe at a quarter past 
eleven and I ' ll be a t your ott1oe at eleven thirty. 

Yeah. I ' m delighted you cal led me up. 

o. X. Good bye. 
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IIJ.!Jr: Bello. 
Pat 
Harruon: Henry. 

In!Jr: How are :you? 

Hay 20, 1939 
ll:41 a •• • 

H: Wall, you -- :you've go t an engage=ent and you've got 
eoma people 1n there? 

H}!Jr: They' ll be gone 1n tan or t1tteen m1ll,l.ltes. 

H: Well , I was go1ng out to the Olub and I thought 1t you 
weren't busy that I'd drop by there 1n about tan 
lll1nutes. 

!!IIJr: 

B: 

HMJ'r: 

H: 

Rl·!Jr: 

H: 

HMJr : 

It wou1d be a pleasure. 

And just talk to you and Johnny a alnuta. 

It would be a pleasure. 

.Ul r1ght. 

He • ll be here. 

All right. 

'l'hanlt you. 

• 
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Rt I!OLC RU'tJ)IDIIIO llay 20, 1939. 
11130 a . a . 

Present: 

ll .Y.Jr: 

Ilanes: 

ll . II .Jr: 

Ilanes : 

H.r.I . Jr: 

rtansoa~: 

li . !l. Jr: 

llr. Ranes 
llr . Lochhead 
llr. Bell 
ll.r . liaas 
llr . Seltzer 
llr. llurpby 
llr . Radley 
llr. Kilby 
llr . Ransom 
llr. Piser 

If these bad been bills we were discussing tbe 
possibility of letting halt or them run orr, some­
thing like that, we ' d have called you up first (to 
Ransom). 

(Ilanes comes in) 

Good morning. 

Ueet llr . Rona l d Ransom, tba forgotten man. 

Hello, Ronald , gl ad to see you. 

Wall , do you want to banr what - bow we sit on 
this thing now? 

:tes, I would. 
Well, we ' ve been talking around and the men up i .n 
Jew York have been talking, and everybody agreed 
we wanted t o get beyond fiYe years on account of 
their ~~aturities and our aaaturi ties . :.o it's a 
six-year something or se•en-year something or 
eight-year something. 
And then, on account of - the New Yor k people, t or 
their own interes ts, have thrown a little scare 
into us because they - they tell us they're tisuring 
tbis thing to maturity instead of call date. •bey•ve 
got us a little worried on that, because they'll 
say, "lf you sell a one and a oalf, one and fiYe­
eigbtbs, wby, you're so!ng to let that run to 
maturity because it's ao da mn cheap, you're not apt 
to get it agai.n. " So we've got to take that into 
considers tion. 
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Piser: 
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Now, naturally, wanting to be econalic:al not 
wanting to spend too much money, we tr7 to get 
the lowest coupon possible, at the saae ~ 
fitting the uturity dates. hhe7 SIIJ'S t.aat as 
far as be's concerned, six to ei&ht years is a11 
right, be isn't going to worry about t!te mnta 
year. 
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So, after going around and aroWlll and t.elllr;tng to 
New York several times, what it loo~ like is a 
one and a nalf, six to eight year s . ~t ooLb!nc 
is settled. We can be unsold, sol d on sooe new 
merchandise. ~o if tbat doesn ' t look 6000 ~ 7ou, 
why, I ' d be delighted to hear fr~ 70~ 

Of course, our illterest in 1t 1s slJlpl)' cte to 
our interest in the general Govera=ent stt~tion . 
hnd in discussing it t his mor~, those <>oard 
members woo were ill t own, wl th iir. ~e:, we did 
develop some idess which I ' ll ask Q1a to ~ess 
for you. 'J.bey seem to us perhaps to t.e ....,,.i.:l 
calling to your attention, at least, under the 
circumstances of the case. And I'll SU.St .. Y h.1a • 
to t ell you what conclusion we bad r eached on that. 
Of course, this is entirely inforcaa.l . '-~e Doard 
hasn't ac t ed formal~ on it, t he Open K..rket 
~ommittee hasn't; its Just f or what it~ be 
worth to you. 

~ell, taking the yields off the line ttlat =ay be 
drawn through the outstanding cuaranteeds on a 
six-yea r callable issue, I get a y1~ or £bout 
one and twenty-two. s.nd, considering t::e Cact 
that t his is an exceptionallY i)Opul.ar ""'tcrlt)' with 
banks, that it is an issue entireJs 1.c e:%Cba.n&e, 
with no cash, and t hat it will be a lo.-~lced 
issue, which is generallY very popular LD tbe 
market, 1t seems to me that those three !actors 
tend to bring down tbe yield at which s~ an 
issue would actually sell 1n the u.rlce~. l ._. 
basing that partlY on the 1947 bonds, Cicll ue 
selling out or line with the '45 and tae •u iSsue, 
and al so on the basis of the dQae ~~ toED iSsue 
ot 1942 which is selling out of l.lDe. · ·«1-,c tboae 
f actors' into considerati on, I coae out oc a s1X-e1&A~, 
tor example, with a yield or one arel..-e, ~ 1! t11at s 
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414 
-J-

given a coupon rate of one and a half percent 
it woul d sell in the market at some th i ng over' a 
two-point premium, which I think would be a very 
substanti al pr ofit to give the holders of the 
ma turing issue. It might have r eaction on the 
beptember and December rights, causing them to 
jump up in price and perhaps disturbing the whole 
market. 

I don' t place very much weight on the final 
maturity of the issue, simpl y because it would -
because the issue wo uld sell at a substantial 
premium; even a one and t hree-eighths of six- eight 
year maturity on the basis of the call date , I 
figure, would sell at about a point and a half 
premium. So tbat under those conditions I don' t 
think ve ry much wei ght would be given t o the final 
maturity. 

f'or tha t reason, i t seems to me tha t on a six-year 
call a one and three-eighths coupon would be ample, 
and on a seven-year call date a one and a hal f 
coupon would be ample. That' s my story. ' 

Well, I apprecia te it, but l think you•ve always 
got to weigh what is f air and then weigh what is in 
the minds of your customers . And, right or wrong, 
for the first time they are thinking of the 
maturity date. And, using one and a half as an 
ex8111ple, I'd put 1t down - I'd say, •Well, l doubt 
1f they ' r e going j;o call t hat in six years; I think 
we better figure that eight years, because along in 
'44, '45, ' 46, one and a half percent wUl be so low 
they won't be able to r efinance i t and they'll let 
the thing run its whole da t e . • 

Now, maybe t hey ' re wrong, but, do.n it, that ' s what ' s 
running through t heir minds . Now, you take your one 
and you get a minus r eturn •••• 

If it's figured to maturity. 

Yes you get a minus r e turn if you - and with a 900 
milhon dollar tbi.ng, I can ' t affor d to t ake that 
chance. I made a million doll ar s for them by waiting 
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OM Week. fe OQ at le .. t 10 OM-eilh~ - 7011 887 
•• oan 10 at l .. at oae-quarter cheaper. »at 1t thq 
.ttaare it tut • ..,, w 1cl be alllllt. 

COD p~ue) Bello. (Con•ereation with •11an 
Sproul .t'ol1ow11) 
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!IMJr: Hello. 

416 
.. ,. 20, 1939 
U:~ • · • · 

Operator: Mr. Sproul. Go ahead. 

!!I~Jr 1 
Allan 
Sproul: 

!ll(Jr: 

S: 

ll>!Jr: 

S: 

HMJr: 

S: 

!IMJr: 

S: 

ll>!Jr: 

S: 

HMJr: 

B: 

Hello. 

Hello, Mr. Beoretary. 

Well, we're waitill8 to hear troa the aountain. 

Well , we•ve gone over it again and we still think a 
dx eight Tear one and a halt, tak11l8 account ot t he 
aarket and what the corporation vante to do, would be 
about the best bet. 

tha-hm. Nov, - - anybodJ' been in e1noe then to eee TOUt 

Well, this morning I talked to Solomon Brothere, Dh­
oount Corporation, Firet Boston Corporation, and thaT 
range trom - - Solomon peeeimietio and vant1ng to g1ve 
higher rates, to the Firat Boston, Which is very 
optimistic and suggests that eix eight -- six and a 
halt eight and a halt at one and a halt rather than a 
eix eight. 

lrlbat do they suggest' 

A eix and a halt eight and a halt :rear one and a halt . 

Yeah. 

But our rtev ie that a eix :rear eight year one and a 
halt would hit the aarket better. 

Vho ••1• eo' 
That ' • o~ view attar lietening to all these people and 
talking 1t over oueelvee. 

Well Ronald Ransom ie here. I vender it be vante to 
aelt 7ou an,.tbing. { Tallte ·aeide. ) 

Well nov vill you hold on a minute and we'll go around 
the rooa: will :rou' Attar listening to everybody :rou 
t hink dx eight one and a balt bub' 

Yeah. 
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S: 

HJ.!Jr: 

S: 

1\MJl': 

S: 

liMJr: 

S: 

Hl>!Jr: 

S: 

HJ.!Jr: 

S: 

HHJr: 

S: 

IIMJr : 
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Piaer t h1Dke it !DAY go t o a hundred and tvo. 

Well , t hat 's possible, although we tigure that lt'a 
more l ikely to go to a hundred and one and a halt . 

Uh-huh. Well, now Just a moment. 

(Pause) 

Well, everybody - - I don 't know -- Mr. Ransom hasn't 
expreesed his opinion, eo I won ' t inoluda hlm, but I 
guess ve 111 malta it s1x eight one and a halt. 

All right, e1r. We'll get a wire trom you. 

Yeah. 

Fine I I t hink it'll go well. 

417 

Well , th is -- t his is something new - - t hle -- a bond 
a t one and a halt and I don 1 t vent to take any ohanoee 
on having t hese tellovs t1gure to maturity in the mlnua. 

No , and we'll take t hat int o aocount -- 1t's something 
nev, a bond at one and a belt with an opt ional fe ature . 

Yeah. 

And while I think outting dovn the opt ion that two years 
v111 dl apel a lot ot that i dea ot tiguring t o maturity, 
there's stlll some ot i t around. 

o. x. !hank you. 

All rlgllt , e1r. 

Thank you very much. 

Good bye. 

Good bye. 
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Hanes : 

Seltzer: 

Locllhead : 

lolurpby: 

J:I . Jf .Jr: 

tlurpby: 

H.!i.Jr: 

olurpby: 

J:l . l.I .Jr: 

Haas : 

oell: 

aadley: 

B. ll .Jr: 

Kilby: 

H. li . Jr I 

Bell: 
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('lhere follows the poll of opinion wbich l:l . ll • .Jr 
made during conversation with Sproul:) 

Who doesn ' t think six-ei ght one a nd a half? 

Jollnny? 

That ' s - I think that's about the right answer, 
myself. 

O.K. 

I still pr efer the six-nine, but I have no obJection 
to the six-eight. 

I pr efer it. 

What? 

I prefer the 

Prefer wha t? 

Six-eight, one and a half. 

Six-eight . 

• 

Six-eight, one and a half. L tbink you' d rather t ake 
the risk in tbe possibility of its going to two; but 
that risk is better than going the other way. 

I tbink it will go to two, ilr. Secretl!rY, when t he 
spread between guaranteed and direct uovernaent 
obligations is closer t ogether. >bey are now f ar 
apart. 

Six-eight, one and a nalf, would be all right. 
six-nine would go, though • 

.~>nyttling? 

No. 

lian? 

I agree t o tha t . 

• 
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a • .11 . Jr1 

riansom: 

li .M.Jr: 

Ranso•: 

B. II . Jr: 

rtansom: 

-6-

llo you (danaoll) want t o • • • , 

!lotlliq 110re. 

Wbat? 

.llotlling 110re. 

(B. M. Jr t ben finisbed up conversation 
witn Sproul) 

****** 

419 

Tbank you. At least you know bow we arrived at it. 

Yea, axectly. 
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FEDERAL RESERVE BANK 

0,. NIEW YO RK • 

!lay 20, 19.39. 

Dear llr. Seoret&r)'a 

Tho three corporate security i .. uu included in this week's totol of 
~3 .. 700,000 illustrate both tbe uell volwoe of ouch oftori~e and tbe read)' de­
mand which cteeta !lOSt otteringe wben attracUTol.,y pri ced . Three relotinl.,y 
eull co..pen1ee obtained funds; one b.r ploc1nc boDda printel)' nth an 1Muraneo 
coap&ey, aDd ~he other two b.r public otf.rinca which ftn! overeubscri bed tho 
f1rat da_y. Tho private place..,nt no b.r the ContinenW Steel Corporation, tor 
retundina, and na an i ssue of debentures due in ten ,ears, bearill& ~be low 
interut rate or .3 per cent. Tbe two public orrorill&& were tor ne• capiW pur­
poeea and •ue stock issues: the TUo RoofiJli Coope.%17 urketed tl, soo,OOO or 
convertiba preferred stock to yield 5 l/2 per eon~, and the llanstield Tire and 
Rubber Company floated $200,000 of additlonal co•on stock. 

Arrangements for a $22,500,000 private sale or refunding bonds or ~he 
Indiana nnd Lliehigan Electric Company are reported to be nearly complete . 1'110 , 
bond ieeuea totaling $19 ,000,000 , mainlY for refunding, of the Houston Oil Co,._ 
paey ond MontoD&-Dakote Utllit ieo Co•pe.%17• ere eoheduled for oarkethg next weekJ 
and two utility c ompany bond iseuea totaling $25 ,000,000, also mainly for refund­
ing, heva been placed in registration. .b tho above details indicate, prospective 
ieeuea for the next <three weeka are moatl)' tor rofundi.ng and in ""all wlume. 
Regiatr a tion ot t.be 8135, 000,000 Pennsylvania Power and Light Company refunding 
operation 1a expectad any day DOw. !t will raiee the level or flotations but make 

no contribution tD borrowing tor new capitol. 

llunicipal awarda contl.me to bo solei quicltl)', even thougb tbe yield a are 
being stoa4117 lowered . 5o>le borrowers he .. recently aold •erial iuuea due in 
1 to lO 7011"1 at interest COlt! Of f'rOD l l/4 don to leiS than 1 per cent. 

Awarde thia nek totaled about $10,000,000. 

Yours fai thtul.l.y, 

Ron . Hcnr,r Yorgenthau, J r ., 
Secret.&r7 ot tho Treaeury, 
Wuhington, D. C. 
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lla,y 20. 19~9 

HK,Jr called General Wataon and eaid to 
hla, 

1
I aa talking from home. I eprained 111:1 back. 

To tonight' a papers we are g1Y1ng out a etatement to 
be publ1ehed toaorrow aorning t hat we are going to 
retund 1900 , 000 ,000 ot HOLO bonda on Monday, NorlMl.ly 
I would Juat go ahead with a thing like thie. Will 
you t ell that to the Preeidentt It I do not hear trom 
you by three o'clock, I will take it that he has no ob-
Jeotiona. I am recommending it. 1 
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Secretary of State, 

Washinaton. 

720, Hay 20 1 l p . D. 

GRAY 

London 

Dottd May 20, 1939 

Rco 1d 10:35 a .m. 

FOR 'I'REl.suRY FROM BUTTE!r.'IORTH. 

At the mcctins yesterday afternoon of t he American 

brokcracc houses in London, referred to in ncmbcrcd 

paragraph 3 of ~Y 694, Uay 16, 9 p .m. , after a grEat 

deal of discussion it was dEcided that a rcaolut1on 

should be conveyed to the Bank of England, the prEcise 

wording of which has not yet bun determined. However, 

I am informed it will Express the willingness of thE 

American brokerage houses to cooperate with thE British 

~onetary authorities and to that end thtY will agree to 

call the at~cntion ot clients to thE Chancellor's request 

for prohibition, that is 1f thE prospective transactions 

involve thc transfer of sterling into dollars and arE not 

merely switches or the using of cxistins dollar balances . 

The question of circulars was also discussed and it 

was decided not to discontinue them because it might prove 

difficult in that case to restart . HowEver, for thE tim£ 
being 

• 
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-2- 11'720, lltly 20, l p , m, from London 

being reoommendations of particular aEcur1t1es and predic­

tions as to the trtnd of the last mentioned art to be avoid­

ed , 

I might add that the practical teat of the efficacy 

of S1mon 1 s voluntary restriction on purchases or foreign 

securities will occur 1t and when the New York stock market 

begins a defi~itt upward movement. Even before Simon' s 

statement the volume or trading in ~cr1can securities was 

at a very low ebb, and since thE first or thE: year London 

has probably been on balance a seller at American common 

stocks. In any case there has bEEn o.n abnormal growth i n 

the number of American brokerage houses in London f rom 

about ten 1n 1931 to about thirty today. Th1s development 

has not bttn favorably regarded by thE Bank of England. 

For ins tancc , in a ' oonvcrsa tion I had w1 th llontagu Norman 

just btfore I sailed for AmErica last ~ovcmber, he in­

veighEd a3ai~st thE London branches of AmErican stock 

broking houses Whi ch, contrary to British practice , went 

about solioiting business and Encouraging the movement of 

funds from London to the UnitEd States, 

I(ENNEDY 

PEG :KLP 
U o/ I 

.. 
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